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	  Summary

The purpose of this report is to update Directors on the financial performance of High Life Highland for quarter one 2020/21 and other matters relevant to the remit of the Committee.

It is recommended that the Directors note:
i. the results for the period April to June 2020 detailed in Appendix A reports a positive variance to budget of £864,995 for the quarter;
ii. using the financial scenario planning model (Appendix D) an improved reasonable worst-case year-end deficit of £1.5m with a range of £0.8m to £1.8m (deficits) is projected; 
iii. there have been no breaches of internal controls reported in the past quarter;  
iv. there have been two data breaches reported in the last quarter; 
v. the award of contracts: and
vi. although the financial position is stabilising in-year, there is a strong probability that financial support will be required in FY21/22 in order to secure services.

  


	1.

1.1
	Business Plan Contribution

This report supports the highlighted Business Outcomes from the High Life Highland (HLH) Business Plan:
1. Sustain a high standard of health and safety, and environmental performance

2. Implement the Service Delivery Contract with THC

3. Improving customer engagement and satisfaction

4. Improving staff engagement and satisfaction

5. Enhance the positive charity image

6. Be a trusted and effective partner

7. Achieve sustainable growth across the organisation

8. Develop health and wellbeing across Highland communities

9. Develop and promote the High Life brand



	2.
	Background



	2.1
2.2
	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.

The financial content of this report has previously been scrutinised by the 10 August 2020 Finance and Audit Committee meeting.



	3.

	Financial Performance for Quarter 1 2020/21



	3.1


	The results for the period to June 2020 have been prepared.  HLH’s consolidated financial performance for the period is summarised in Appendix A.  The results for the period are further split by the nine business categories in Appendix B and by cost category (income, staff costs and other costs) at Appendix C.  



	3.2

3.3
	The net position is a positive variance to budget of £864,995 with a projected year-end deficit of £1.549m.  Further detail on the projected deficit is provided in the Financial Scenario Planning Model section at paragraph 4. 

Although the financial position of the Trust is stabilising in the current financial year, our Q3 and Q4 income projections mean that there is a strong likelihood that financial support will be required in FY 21/22 as the Trust recovers income streams to previous levels. Representatives from Community Leisure UK have been in consultation with COSLA officials and Government Ministers and it is likely that financial support will be made available to ALEOs. This support will be part of the Local Government support scheme. Without this support, service reductions will be inevitable as we plan for the FY21/22 budget. 


	4.
	Financial Scenario Planning Model 2020/21


	4.1


	The financial scenario planning model was developed because the normal budget management arrangements did not take account of the closure of HLH services and ongoing reduced capacity due to COVID-19 restrictions. The model (Appendix D) has proven to be a useful tool in informing decision-making since the lock-down. Using the model, the reasonable worst-case figure has been revised and is now estimated to be a deficit of £1.5m ranging from £0.8m to £1.8m.


	4.2
	At the HLH Board meeting held on 18 June 2020 it was reported that an initial loss of customer income (assuming a full year closure) would have been approximately £10m and at that time, having applied for the Job Retention Scheme (JRS) and by minimising expenditure on “other costs” the year end reasonable worst case was estimated as a deficit of £3.3m with a range of £1.3m to £4.1m (deficits). 



	4.3
	This led to HLH taking the decision at the Board meeting held on 18 June 2020 to remove the 20% JRS top-up and cease payments to relief workers. Both of these measures were implemented to reduce the projected deficit. 



	4.4
	On 30 July 2020 the Scottish Government announced an indicative date of 14 September 2020 for the reopening of leisure centres and the financial scenario planning model has been adjusted to reflect that date.

	4.5
	Other factors which have contributed to the improved projection are lower than projected expenditure during quarter one and highlife income, while reducing more than projected in June has levelled off in July. (highlife income April to July has been approx. £900k, with over 7,000 customers electing to continue to pay by direct debit during lockdown).

	4.6
	The announcement by the UK government pledging £1,000 for every furloughed employee who remains in employment until February 2021 was confirmed on 31 July 2020. Due to uncertainty with respect to the exact details of eligibility for the scheme, potential revenue from this scheme has not been included in financial projections. However, it could potentially reduce the deficit by a further £500-700K depending on qualifying conditions, potentially reducing the projected deficit concomitantly.  



	4.7
	While it has been projected that the financial position in quarter four will improve, this is based on restrictions continuing to ease and customer confidence improving at the same time. Should quarter four continue with similar restrictions and customers levels as quarter three there will be a deficit at the year end in the order of £1.8m. 


	4.8
	It is critical that everything be done to further improve the financial position in the current financial year in case physical distancing requirements stay in place next financial year. In the worst case scenario, should current physical distancing requirements continue it is likely that losses each quarter during 2021/22 will be of the order of £2m. Because of this, managers continue to tightly control spend. A strategic approach to Workforce Planning is also essential, recruitment controls are in place with only posts which are essential to immediate business needs being advertised externally. The default position is to advertise internally and agreement has been reached with Trade Unions that relief staff will be afforded priority when applying for these positions. 
       

	4.9
	Should there be a re-imposition of lockdown restrictions the scenario planning model will be revised to reflect this. 



	5.

	Internal Controls


	5.1
	There have been no breaches of internal control in this quarter.  


	6.
	Data Breaches



	6.1
	There have been two data breaches reported in the last quarter.



	6.2

	The first was very minor which was simply forgetting to use bcc when sending out to a group of personal email addresses. 

	6.3


	The second was more serious (affecting 543 HLH employees, 3 Highland Council employees, 1 Highlands & Western Isles Joint Evaluation Board employee and 1 Inverness College UHI employee).

	6.3.1
	An email was sent to 34 staff which included a volunteer attachment listing HLH employees and a small number of external people.   

	6.3.2
	The first tab of the attachment listed the names, personal phone numbers, home addresses, personal email addresses plus volunteering availability and skills/preferences for 325 HLH employees and 5 external people. 

The second tab of the attachments listed (213 employees) there are the names, personal phone numbers, home addresses and personal email addresses of 213 HLH employees.
The list should have been edited to only what was necessary to share to suit the purpose and done so from a secure OneDrive/SharePoint share rather than over insecure email.

	6.3.3
	A breach report was submitted to the DPO and the following actions taken: 

i. the 34 recipients were emailed asking them to delete the email.
ii. the 543 HLH employees and 5 external people affected were emailed to inform them of the breach and apologise; 

iii. all recipients were informed that the breach had been submitted to the DPO for consideration whether reportable to the ICO; and

iv. the breach was discussed with the member of staff and the correct procedure confirmed.


	6.4
	After investigation and discussion with the DPO both of the above breaches were not reportable to the ICO.  



	6.5
7.

7.1

7.2


	In light of an increase in the number of breaches being seen of late, the HLH suite of Data Protection Guidance has now been reviewed and updated and is due to be reissued to all staff.
Tenders Approved/Contracts Awarded

HCVF Inverness Ltd

Video & Photography Services for Inverness Castle Project

Jul 20-Apr 25

13 Highland Community groups

Green Health Home Packs – per 7.2 below
Jun 20-Aug 20

Centurion Signs UK Ltd

Specialist Print Services for Inverness Castle Project

Jul 20-Apr 25

Leader Funding - Round 1 quotes for Green Health Home Pack services totalled £31,859 awarded to 13 community groups including the Badenoch and Strathspey pilot.  

There is £14,891 funding still available – Round 2 will be advertised in August as this project has been extended until December 2020.

	8.
	Implications


	8.1

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


	8.2
	Equality Implications – there are no new equality implications associated with the recommendations of this report.


	8.3
	Legal Implications – there are no new legal implications associated with the recommendations of this report.


	8.4
	Resource Implications – there are no new resource implications associated with the recommendations of this report.


	Recommendation
It is recommended that the Directors note:-

i. the results for the period April to June 2020 detailed in Appendix A reports a positive variance to budget of £864,995 for the quarter;
ii. using the financial scenario planning model an improved reasonable worst-case year-end deficit of £1.5m with a range of £0.8m to £1.8m (deficits) is projected; 
iii. there have been no breaches of internal controls reported in the past quarter;  

iv. there have been two data breaches reported in the last quarter;
v. the award of contracts; and
vi. although the financial position is stabilising in-year, there is a strong probability that financial support will be required in FY21/22 in order to secure services.




Designation:

Chief Executive
Date:


13 August 2020
       

Consolidated 2020/21: April to June  



                                                                               APPENDIX A
 

	
	 Budget
	 Budget YTD
	 Actual (YTD)
	 Variance (YTD)

	Income
	30,848,576 
	8,268,500 
	7,757,417 
	(511,083)

	Other Costs
	(5,649,127)
	(1,665,653)
	(745,212)
	920,441 

	Staff Costs
	(25,212,909)
	(6,602,847)
	(6,147,210)
	455,637 

	Surplus/(Deficit)
	(13,460)
	0 
	864,995 
	864,995 


 Variance by Sector    











 
APPENDIX B

	
	 Budget
	 Budget YTD
	 Actual (YTD)
	 Variance (YTD)
	

	Adult
	(659,133)
	(168,692)
	(82,294)
	86,398 
	Positive variance due to Job Retention Scheme (JRS)

	Archives
	(584,549)
	(148,861)
	(94,541)
	54,320 
	Positive variance due to JRS

	Arts
	(280,665)
	(70,281)
	(28,919)
	41,362 
	Positive variance due to JRS

	Facilities
	(1,910,865)
	(268,070)
	(500,540)
	(232,470)
	JRS insufficient to cover lost income

	Libraries
	(3,480,981)
	(885,053)
	(403,438)
	481,615 
	Positive variance due to JRS

	Management
	(2,910,654)
	(908,566)
	(664,400)
	244,166 
	Positive variance due to JRS

	Museums
	(578,067)
	(149,597)
	(160,939)
	(11,342)
	JRS insufficient to cover lost income

	Music Tuition
	(1,385,083)
	(304,735)
	(393,412)
	(88,677)
	Service operational, variance due to reduced customer income. 

	Outdoor
	(523,237)
	(133,886)
	(60,672)
	73,214 
	Positive variance due to JRS

	SLA
	14,469,171 
	3,617,293 
	3,617,293 
	0 
	

	Sports
	(588,387)
	(160,352)
	(132,076)
	28,276 
	Positive variance due to continued income from sportscotland and JRS for non-funded posts

	Youthwork
	(1,581,010)
	(419,200)
	(231,067)
	188,133 
	Positive variance due to JRS

	Surplus/(Deficit)
	(13,460)
	0 
	864,995 
	864,995 
	


Variance by Category                                                                                                                                                                         APPENDIX C 
	
	
	Income
	
	Other Costs
	
	Staff Costs

	
	
	 Budget YTD
	 Variance (YTD)
	%
	
	 Budget YTD
	 Variance (YTD)
	%
	
	 Budget YTD
	 Variance (YTD)
	%

	Adult
	
	1,781 
	72,553 
	4074%
	
	(20,225)
	18,882 
	-93%
	
	(150,248)
	(5,037)
	3%

	Archives
	
	73,773 
	41,160 
	56%
	
	(13,536)
	6,099 
	-45%
	
	(209,098)
	7,061 
	-3%

	Arts
	
	8,275 
	19,098 
	231%
	
	(19,334)
	18,831 
	-97%
	
	(59,222)
	3,433 
	-6%

	Facilities
	
	3,471,899 
	(1,013,405)
	-29%
	
	(705,097)
	517,607 
	-73%
	
	(3,034,872)
	263,328 
	-9%

	Libraries
	
	26,222 
	379,474 
	1447%
	
	(207,153)
	75,255 
	-36%
	
	(704,122)
	26,886 
	-4%

	Management
	
	63,796 
	71,822 
	113%
	
	(422,520)
	110,065 
	-26%
	
	(549,842)
	62,279 
	-11%

	Museums
	
	268,151 
	(178,637)
	-67%
	
	(141,705)
	71,474 
	-50%
	
	(276,043)
	95,821 
	-35%

	Music Tuition
	
	392,115 
	(121,782)
	-31%
	
	(51,535)
	33,351 
	-65%
	
	(645,315)
	(246)
	0%

	Outdoor
	
	32,658 
	54,167 
	166%
	
	(26,936)
	21,109 
	-78%
	
	(139,608)
	(2,062)
	1%

	SLA
	
	3,617,293 
	0 
	0%
	
	0 
	0 
	0%
	
	 
	 
	0%

	Sports
	
	301,664 
	(1,246)
	0%
	
	(33,213)
	29,307 
	-88%
	
	(428,803)
	215 
	0%

	Youthwork
	
	10,873 
	165,713 
	1524%
	
	(24,399)
	18,461 
	-76%
	
	(405,674)
	3,959 
	-1%

	Surplus/(Deficit)
	
	8,268,500 
	(511,083)
	-6%
	
	(1,665,653)
	920,441 
	-55%
	
	(6,602,847)
	455,637 
	-7%


Scenario Planning Model 2020/21                                                                                                                                  APPENDIX D
	Category
	 
	Budget
	 
	Q1 
(Apr-Jun)
	 
	Q2
 (Jul-Sep)
	 
	Q3 
(Oct-Dec)
	 
	Q4
 (Jan-Mar)
	 
	Total
	 
	Variance

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Income
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Services Fee
	 
	14,469,171 
	 
	3,617,293 
	 
	3,617,293 
	 
	3,617,293 
	 
	3,617,293 
	 
	14,469,171 
	 
	0 

	Highlife Income
	 
	7,194,403 
	 
	713,984 
	 
	681,330 
	 
	818,251 
	 
	958,573 
	 
	3,172,138 
	 
	(4,022,265)

	Other Income
	 
	7,253,421 
	 
	255,796 
	 
	466,117 
	 
	541,269 
	 
	667,046 
	 
	1,930,228 
	 
	(5,323,193)

	Grant Income
	 
	1,945,041 
	 
	479,163 
	 
	479,165 
	 
	479,094 
	 
	554,028 
	 
	1,991,450 
	 
	46,409 

	JRS Income
	 
	0 
	 
	2,693,673 
	 
	1,797,365 
	 
	207,990 
	 
	 0
	 
	4,699,028 
	 
	4,699,028 

	Total Income
	 
	30,862,036 
	 
	7,759,908 
	 
	7,041,271 
	 
	5,663,897 
	 
	5,796,939 
	 
	26,262,015 
	 
	(4,600,021)

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Expenditure
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Staff Costs
	
	(25,212,909)
	
	(6,149,702)
	
	(5,769,187)
	
	(5,778,974)
	
	(5,925,991)
	
	(23,623,853)
	
	1,589,056 

	Other Costs
	
	(5,649,127)
	
	(745,211)
	
	(1,013,030)
	
	(1,017,632)
	
	(1,411,336)
	
	(4,187,209)
	
	1,461,918 

	Total Expenditure
	
	(30,862,036)
	
	(6,894,912)
	
	(6,782,217)
	
	(6,796,606)
	
	(7,337,327)
	
	(27,811,062)
	
	3,050,974 

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	
	 
	
	 
	
	 
	
	 
	
	 
	
	 
	
	 

	Surplus/(Deficit) 
	 
	0 
	 
	864,995 
	 
	259,054 
	 
	(1,132,710)
	 
	(1,540,387)
	 
	(1,549,048)
	 
	(1,549,048)


