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2012/13 OPERATING BUDGET - Report by Chief Executive
  
	Summary
This report provides Directors with a summary of the operating budget for 2012/13, together with details of savings measures implemented as a consequence of the year on year service fee reduction.
Directors are asked to note that :-
i. the service fee for 2012/13 has reduced by £812K from the previous year (based on a full financial year);
ii. the gross budget for 2012/13 is £19.8M a 2.8% reduction on 2011/12 (full year comparison);
iii. actions necessary to achieve £417K  of budget savings have already taken place; and
iv. actions necessary to achieve the required 2% efficiency target for 2012/13 and the £88K income inflation target have been identified; 
It is recommended that Directors agree to approve the operating budget for 2012/13 as summarised in Appendix A.
  

	1.
1.1

1.2

	Background
This report is produced to inform the Board of High Life Highland  on the detail of the company’s  2012/13 Operating Budget, together with explanations of the variances from the previous year’s annualised budget. 

The report also provides details of the savings measures required to be implemented in order to cope with year on year service fee reductions, including agreed budget savings for 2012/13,  the 2% efficiency savings, and income inflation targets.

	2.

2.1  

2.2

2.3


	Operating Budget 2012/13  
The operating budget for 2012/13 is set out at Appendix A. The 2012/13 budget level is based upon a roll-forward of the 2011/12 annual budget as amended for planned savings (in place prior to the changeover to HLH), for the agreed notified 2% efficiency savings target and the income inflation target.

The total annualised budget for 2011/12 (6 months The Highland Council, 6 months HLH) totalled £20.379M.

Prior to the setting of the 2011/12 budget, planned savings of £417K had already been identified for implementation in 2012/13.  Appendix B provides the breakdown of those savings. Directors should note that the actions necessary to achieve these savings have already taken place.  
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	During the early stages of planning the 2012/13 management fee, HLH were given an indication that the expected inflation increase on income allowed for in the management agreement would be 2.75%. At the Board meeting of 20th October 2011 the CEO and Budget Leader of the Council informed the Board that the Council intended to give HLH a saving target of 2% for 2012/13. On this basis officers prepared plans for savings totalling £354K. It has subsequently transpired that a figure of 5% inflation on income has been used to calculate the 2012/13 management fee. This means that an additional saving of £72K is expected.
Management have only identified sufficient budget savings to accommodate the reduction in Service Fee of £354K, see Appendix C. The introduction of an additional £72K of savings will significantly reduce the flexibility of the company including its ability to react quickly to crises or opportunities. This will be the subject of a future report to the Board. A meeting has been arranged with the CEO of the Council and HLH’s Chair of Finance and Audit for the 10th of April to discuss the additional savings and why HLH is the only Council supported organisation being asked to find 2% savings in 2012/13.
Finally, HLH’s Service Fee for 2012/13 will be reduced by £41K relating to the portion of non-achievement of the NNDR savings target of £1M.

Until the issues identified in para 3.4 above are resolved, HLH’s operating budget for 2012/13 is £19.802M. Appendix A details the operating budget by business area, identifying the movements from the previous year.

Directors are asked to note that the cumulative effect of the reductions above equate to a reduction of £812K from the previous year’s annualised Service Fee, excluding the additional 72K. Because the majority of the savings have been anticipated for some time, this has allowed budgets to be examined in detail and the reductions made where they least affect public services. However, the Board need to be clear that this has removed flexibility to cope with in year unexpected financial challenges in the future.
Movements

2011/12 Budget     £K

Agreed Savings

2% Efficiency

2.75% Income Inflation

Non achievement of NNDR savings

Income growth (Northern Meeting Park, retail sales etc.)

Net Movement

2012/13 Budget £K

Mgt Fee

         15,962 

(417)
(266)
(88)
(41)
 

(812)
     15,150 

 

 

 

 

 

 

 

 

 

Income

           4,417 

 

 

88

 

147

235

        4,652 

 

 

 

 

 

 

 

 

 

Total Budget

         20,379 

(417)
(266)
0

(41)
147

(577)
     19,802 

The table below summarises the budget movements from 2011/12 to 2012/13.

	
	

	Recommendation

Directors are asked to note that :-

i. the service fee for 2012/13 has reduced by £812K from the previous year (based on a full financial year);
ii. the gross budget for 2012/13 is £19.8M a 2.8% reduction on 2011/12 (full year comparison);
iii. actions necessary to achieve £417K  of budget savings have already taken place; and
iv. actions necessary to achieve the required 2% efficiency target for 2012/13 and the £88K income inflation target have been identified; 
It is recommended that Directors agree to approve the operating budget for 2012/13 as summarised in Appendix A.
  


Signature:

Designation:
Chief Executive
Date:
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[image: image1.emf]High Life Highland  Appendix A

2012/13 Operating Budget  - Analysis of Movement from 2011/12

Data Notes on increase / decrease on previous year

Sector Cost Category 2012/13 Annual Budget   2011/12 Annualised Budget  Inc/Dec

Adult Learning Income (163,689) (163,689) 0

Other Costs 548,854 548,854 0

Staff Costs 556,205 556,205 0

Adult Learning Total 941,370 941,370 0

Archives Income (95,014) (94,813) (201) Income Inflation

Other Costs 45,205 65,205 (20,000) 2012/13 Agreed Savings - £20K

Staff Costs 636,727 636,727 0

Archives Total 586,918 607,119 (20,201)

Arts Income (51,390) (50,788) (602) Income Inflation

Other Costs 116,386 116,386 0

Staff Costs 149,885 149,885 0

Arts Total 214,881 215,484 (602)

Leisure Income (3,683,461) (3,513,515) (169,946) Income Inflation - £79K, 2% Efficiency Savings - NMP Revenue - £45K & Retail Sales - £33K, 2012/13 Agreed Savings Floral Hall - £13K

Other Costs 583,168 703,168 (120,000) 2012/13 Agreed Savings - Inverness Community Centres £70K,  2% Efficiency Savings - Lochaber Contribution to capital £50K

Staff Costs 5,283,267 5,283,267 (0)

Leisure Total 2,182,974 2,472,920 (289,946)

Libraries Income (140,616) (138,650) (1,966) Income Inflation - £2K

Other Costs 806,492 958,492 (152,000) 2012/13 Agreed Savings - Am Baille - £75K, Libraries Support - £77K

Staff Costs 3,128,610 3,128,610 0

Libraries Total 3,794,487 3,948,452 (153,966)

Museums Income (208,663) (204,716) (3,947) Income Inflation

Other Costs 264,418 264,418 0

Staff Costs 637,233 751,233 (114,000) 2012/13 Agreed Savings - Museums £114K

Museums Total 692,988 810,935 (117,947)

Outdoor Education Income (64,301) (62,580) (1,721) Income Inflation 

Other Costs 75,634 75,634 0

Staff Costs 149,105 149,105 0

Outdoor Education Total 160,438 162,159 (1,721)

Sports Income (107,100) (71,774) (35,326) Additional Revenue from SportScotalnd for Community Hub position

Other Costs 218,897 245,113 (26,216) 2% Efficiency Savings - Miscellaneous Expenses £26K

Staff Costs 1,616,403 1,581,350 35,053 Additional costs of Community Hub position -£35K

Sports Total 1,728,200 1,754,689 (26,489)

Youth Income (115,857) (115,762) (95) Income Inflation

Other Costs 254,114 254,114 0

Staff Costs 1,658,664 1,718,664 (60,000) 2% Efficiency savings - Auxilliary Staff - £60K

Youth Total 1,796,921 1,857,016 (60,095)

Mgt & Admin Income (21,000) 0 (21,000) Contribution to Health & Well Being Mgr

Other Costs 355,639 507,314 (151,675) 2012/13 Agreed Savings - £33K , 2% Efficiency Savings - £94K

Staff Costs 1,050,573 1,018,573 32,000 Net Increase of Health & Wellbeing mgr, marketing mgr and estates mgr.

Mgt & Admin Total 1,385,212 1,525,887 (140,675)

Mgt Fee Mgt Fee (15,150,677) (15,962,320) 811,643 2012/13 Agreed Savings -£417K, 2% Efficiency Savings - £266K, non achievement of NNDR saving £41K, Income Inflation £87K

SLA's 1,666,288 1,666,288 0

Mgt Fee Total (13,484,389) (14,296,032) 811,643

2012/13 2011/12

Total Income (19,801,768) (20,378,607) 576,839

Other Costs 3,268,808 3,738,699 (469,891)

Staff Costs 14,866,671 14,973,619 (106,947)

SLA's 1,666,288 1,666,288 0

Total Expenditure 19,801,768 20,378,606 576,838
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Appendix C

2012/13 Potential Budget Savings

2011/12 2012/13

Category Budget Heading  Budget Savings Comment Impact on Services

Income Growth

Retail Sales -                    40                    Profit expected from sales of new ranges at Leisure Centres Nil

Events (Outdoor) -                    45                    Profit from 3 concerts at Northern Meeting Park Nil

Highlife Membership 1,657               75                    To be derived from price increase circa 4.5% Marginal

Total generated from income generation 160                

Cost Savings

Auxilliary Staff (Adult & Youth) 401                   60                    Area of historical underspend Reduced flexibility

Revenue Costs of Capital 50                     50                    Budget no longer required for original purpose Reduced flexibility

CLD Holding Code 50                     50                    Budget no longer required for original purpose Reduced flexibility

Miscellaneous Expenditure 26                     26                    Budget not used in 2011/12  Reduced flexibility

CLL Mgt Budget holding code 11                     8                      Budget no longer required for original purpose Reduced flexibility

Total generated from cost savings 194                

Total savings identified for 2012/13 354 £          K

<<<                       £K                         >>>


Appendix B





HLH 2012/13 BUDGET SAVINGS





Agreed before transfer to HLH





£





2012/13





Savings Description





Saving 





Residual Management Saving 2011-12





(33,000)





Am Baile bi-lingual





(75,000)





Integrated Libraries - LSU





(18,000)





Community Centres Inverness





(70,000)





Integrated Libraries - Rural, reduced hours, 





(74,000)





Floral Hall





(13,000)





Archive





(20,000)





Museums





(114,000)





(417,000)








