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	  Summary

The purpose of this report is to update Directors on the financial performance of High Life Highland for the financial year 2017/18 and other relevant matters.
It is recommended that Directors note:-
i. the draft year end outturn, subject to further analysis and audit, for 2017/18 as detailed in Appendices A-C reports £160,068 positive to budget to be transferred to unrestricted reserves; 
ii. there has been no breach of internal controls reported in the past quarter;
iii. that following the annual review of the Financial Regulations and Contract Standing orders there are no issues to report; and 
iv. all actions for the 2017 audit on HR – Recruitment have been closed off.
  


	1.

1.1
	Business Plan Contribution

This report supports the highlighted Business Outcomes from the High Life Highland (HLH) Business Plan:

1. To advance sustainable growth and financial sustainability

2. Deliver the Service Delivery Contract with THC

3. Improving staff satisfaction

4. Improving customer satisfaction

5. A positive company image

6. Services designed around customers and through market opportunities

7. Sustain a good health and safety performance

8. A trusted partner



	2.
	Background



	2.1
	Directors of HLH receive a Finance Report on a quarterly basis. The primary purpose of the report is to summarise the financial performance of the charity and its subsidiaries.


	3.
3.1

3.2


	Financial Performance for the Financial Year 2017/18 
The Management Accounts, subject to further analysis and audit, for the financial year 2017/18 have been prepared. HLH’s consolidated financial performance for the year is summarised in Appendix A. The net position is £160,068 positive to budget which will be transferred to unrestricted reserves. This includes a deferral of the use of £202,587 of Designated Reserves to 2019/20 for the funding of the terms and conditions uplift of staff who transferred from Inverness Leisure Ltd.
The financial performance for the year are further split by cost category (revenues, staff costs, other costs) and the 9 business areas in Appendices B and C. A commentary on the major variances (over £5K) is provided in Appendix D. 


	4.
	Financial Performance YTD 2018/19

	4.1
	Taking account of year end reporting requirements the April results were not ready for inclusion in the report.

	5.

	Internal Controls – 3 year programme, Progress and Forward Programme


	5.1
	The proposed three year Internal Audit plan for HLH under the SLA with The Highland Council covers the following three topics:
Year 1 [2017/18] - HR: Recruitment and Disclosure Checking – complete and all actions have been closed off.
Year 2 [2018/19] - Health &Safety/Property (RPO and Database)/Facilities operational Procedures.  
Year 3 [2019/20] - Performance Statistics Centralised Administration and User Numbers.


	5.2
	There has been no breach of internal controls reported in quarter 4.


	6.

	Review of Financial Regulations and Standing Orders



	6.1


	A review of the Financial Regulations and Standing Orders remains on-going throughout the year and there are no issues to report. 


	7.
	Annual Review of Insurance



	7.1
	HLH insurance cover is included as part of The Highland Council insurance cover.  THC regularly reviews the insurance cover and forwards a detailed schedule annually to HLH.  The insurance renewed on 1 April 2018 for 2018/19 and new additions are advised throughout the year as and when required.



	8.
	Director attendance at Finance and Audit Committee


	8.1
	At the annual review and appraisal workshop in December 2015 The Board agreed that all Directors should attend one meeting per annum of the Finance and Audit Committee to allow a fuller understanding of the detailed scrutiny undertaken of the work of HLH, this to be reported to the HLH Board at the first meeting of the financial year.  For 2017/18, all Directors have attended a minimum of one meeting, apart from Ken Nicol and Linda Munro.  Both are aware and will attend a meeting as soon as diaries allow.


	9.
	HLH Reserves



	9.1
	Including transfers at the end of 2017/18, HLH reserves are made up of the following elements.
· Restricted Reserves of £327K made up of early or pre-payment of funds from partners for future work.
· Designated Reserves of £583K made up primarily of reserves transferred into HLH from Inverness Leisure Ltd for the express purpose of covering the increase in terms and conditions of staff on transfer of £383K and £200K for capital works including the athletics track lighting project.
· Unrestricted Reserves – at £611K, this figure is 2% of the £31.24M turnover of the Charity and is seen as a reasonable level of reserve in case of unforeseen expenses such as last year’s VAT correction payment and flexibility as savings became harder to achieve.

	10.
	Planning for Use of Restricted Reserves (from 22/3/18 HLH Board)



	10.1

	The allocation of the Restricted Reserves held is as follows

· £70,554 Sport

· £196,180 Youth Work

· £39,252 Adult Learning

· £20,793 Museums
Relevant Managers have begun laying out spend plans for these sums. A summary of intended spend plans is attached in Appendix E.


	11.
	Inverness Ice Centre Update



	11.1
	Following a two year period of working at the invitation of the Board of Inverness Ice Centre to consider a potential HLH involvement in the future management of the facility, the Centre AGM on 14th April decided not to pursue the matter further.  HLH Management has wished its Chair well and has withdrawn from the matter.


	12.


	Implications

	12.1

	Resource Implications – there are no new resource implications associated with the recommendations of this report.  


	12.2
	Legal Implications – there are no new legal implications associated with the recommendations of this report.



	12.3
	Risk Implications – there are no new risk implications associated with the recommendations of this report.


	Recommendation

It is recommended that Directors note:-
i. the draft year end outturn, subject to further analysis and Audit, for 2017/18 as detailed in Appendices A-C reports a surplus of £160,068 to be transferred to unrestricted reserves; 

ii. there has been no breach of internal controls reported in the past quarter;

iii. that following the annual review of the Financial Regulations and Contract Standing orders there are no issues to report; and 

iv. all actions for the 2017 audit on HR – Recruitment have been closed off.




Designation:

Chief Executive
Date:

           1 June 2018
2017/18 Draft Summary Results – Consolidated 






                                    APPENDIX A
 

	Consolidated Results
	Budget
	Actual
	Variance

	Income
	27,620,189 
	28,194,672 
	574,483 

	Other Costs
	(7,988,329)
	(8,205,533)
	(217,204)

	Staff Costs
	(19,631,860)
	(19,829,071)
	(197,211)

	Surplus / (Deficit)
	0 
	160,068 
	160,068 


             














 
APPENDIX B
  Variance by Sector
	Sector
	Budget
	Actual
	Variance

	Adult
	(680,037)
	(552,538)
	127,499 

	Archives
	(613,265)
	(479,879)
	133,386 

	Arts
	(266,275)
	(271,621)
	(5,346)

	Facilities 
	(1,801,707)
	(2,101,101)
	(299,394)

	Libraries
	(3,462,896)
	(3,460,123)
	2,773 

	Management
	(2,860,118)
	(2,768,806)
	91,312 

	Museums
	(726,361)
	(725,782)
	579 

	Outdoor
	(330,948)
	(305,596)
	25,352 

	SLA
	12,771,942 
	12,771,942 
	0 

	Sports
	(571,966)
	(469,527)
	102,439 

	Youthwork
	(1,458,369)
	(1,476,901)
	(18,532)

	Surplus / (Deficit)
	0 
	160,068 
	160,068 


Variance by Category
APPENDIX C

	Variance by Category
	Income
	Other Costs
	Staff Costs
	Grand Total

	Adult
	39,445 
	59,753 
	28,301 
	127,499 

	Archives
	(11,539)
	(834)
	145,759 
	133,386 

	Arts
	29,583 
	(40,653)
	5,724 
	(5,346)

	Facilities
	175,406 
	(14,212)
	(460,588)
	(299,394)

	Libraries
	(15,256)
	(84,854)
	102,883 
	2,773 

	Management
	2,756 
	84,774 
	3,782 
	91,312 

	Museums
	161,237 
	(101,591)
	(59,067)
	579 

	Outdoor
	(692)
	5,153 
	20,891 
	25,352 

	SLA
	0 
	0 
	 
	0 

	Sports
	132,295 
	(32,959)
	3,103 
	102,439 

	Youthwork
	61,248 
	(91,781)
	12,001 
	(18,532)

	Surplus / (Deficit)
	574,483 
	(217,204)
	(197,211)
	160,068 


Appendix D
Variances over £5,000

	Sector
	Variance
	Note

	Adult
	127,499
	Planned underspend on Adult Literacy Fund £86K – marked as budget savings.  Staff vacancies during the year totalling £28K. 

	Archives
	133,386
	£107K of staff vacancies during the year in Inverness and Skye plus the early realisation of structural savings in Lochaber.         

	Facilities
	(299,394)
	£585K transferred from Inverness Leisure Ltd specifically earmarked to address the uplift of staff terms and conditions, to be used up over two to three financial years giving time to find savings and income growth to compensate thereafter. £202K of these Designated Reserves was used in 2016/17 and a further £202K was allocated in the 2017/18 budget.  However, as the charity as a whole has performed well in 2017/18 it is possible to return the planned expenditure to Inverness Leisure Designated Reserves and defer its use by a year. Had the Designated Reserve been utilised as originally planned, there would have been a deficit of £96,647 in Facilities. This has been largely due to one-off set up costs for newly adopted facilities including Canal Park, North Coast Leisure and Poolewe Swimming Pool.                                              

	Management
	91,312 
	The final VAT bill for the year was £80,000 lower than budgeted following the change to the method of partial exemption agreed with Ernst & Young.  

	Outdoor
	25,352
	Staff vacancies during the year totalling £21K in addition to lower than expected spending on equipment (£5K).    

	Sports
	102,432
	Additional income generated through classes run by Active Schools Co-ordinators          

	Youthwork
	(18.532)
	Other costs, including those related to the Youth Parliament have been higher than anticipated this year while income in the form of grants and other external funding has been slightly lower than projected.            


Restricted reserves – summary of intended spend plans                                                                                Appendix E
	Reserve
	Purpose
	Amount (£)


	Lead Officer
	Planned Actions
	Timescale
	Cost (£)
	Review Method/ Frequency

	Coaching
	To provide financial support for voluntary sports coaches to undertake coach education
	42,681
	Elissa Steven
	This restricted reserve was created by the funding transferred to HLH from Coaching Highland reserves, to be utilised to provide financial support to volunteer sports coaches. This will slowly decrease in line with the agreement at c. 6-10k per annum.


	4-6 years
	42,681
	Annual

	Activity Agreements 
	To provide for young adults aged between 16 and 19 years old with the necessary skills to prepare them for employment    
	31,500
	Mark Richardson
	Deliver learning opportunities for young people (age 16 to 19) which focus on accredited learning which helps them to gain employment or further training opportunities.   
	2 years
	31,500
	AYPES management system to track a distinct project. 

Monthly quarterly and yearly KPIs: 

· Attendances

· Learning hours

· Qualifications gained

· Positive destinations secured

Newsletter to capture case studies 2 times per year.



	Sport scotland 
	To develop, promote and encourage sport in the Highlands  
	27,873
	Mags Duncan
	Replace portacabin and container at Queens Park and create covered trailer storage. This will facilitate additional opportunities for children to take part in adventure sport, one target of the Highland Active Schools Plan

	December 2018
	27,873
	Monthly review with sportscotland on development

	Adult Education 
	To support of the provision of English language learning for inward migrants to the Highlands     
	39,252
	Mike Jones
	Deliver and develop community language hubs* to support ESOL (English for Speakers of Other Languages) and community inclusion, in Inverness; Ross and Cromarty; and Lochaber.
	2 years
	39,252
	Develop CL Hubs in key areas

AYPEs MIS system to have distinct CLH projects

· KPIS

· Attendances

· Learning Hours

· Qualifications gained
Case studies in newsletters 2 times per year

Comparative budget data to evidence savings on tutor/ coach costs for sustainability after 2 years

	Youth-work
	To provide targeted youth work services to engage with a greater number of young people; support care experienced and other disadvantaged young people to gain qualifications; to support the year of young people.
	164,680
	Mark Richardson
	· Provision of street based youth work.

· Provision of youth work support for care experienced young people.

· Preventative youth work supporting young people (P7 transition-S2) to achieve qualifications. 

· To work with the Highland Youth Parliament and local Youth Forums to support Year of Young People events in Community Partnership areas. 


	2 years

2 years

2 years

2018 only


	90,000
10,000
34,680

30,000

	AYPES MIS system.

Distinct project plans to capture the following KPIS monthly, quarterly and yearly.

Attendances,

Learning hours,

Qualifications gained

Case studies presented in newsletters per project 2 times per year.

  


