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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 2020/21 and other relevant matters.
It is recommended that Directors note:
i. the draft year end outturn, subject to further analysis and audit, for 2020/21 as detailed in Appendices A-C reports a £2.3M positive variance to budget; 
ii. no breaches of internal controls have been reported in the past quarter;  
iii. no data breaches have been reported in the past quarter;
iv. the case of identity fraud and actions taken; and  
v. that following the annual review of the Financial Regulations and Contract Standing orders there are no issues to report.
  


	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 17 May 2021 Finance and Audit Committee meeting.

	3.

	Financial Performance for the Financial Year 2020/21 



	3.1

3.2

3.3


	The Management Accounts, subject to further analysis and audit, for the financial year 2020/21 have been prepared. HLH’s consolidated financial performance for the year is summarised in Appendix A. The net position is a £2.3M positive variance to budget.  This is an improved position due to further cost controls and increased JRS funding during the extended lockdown.       

The financial performance for the year by sector including the variance breakdown is detailed in Appendices B and C.  Appendix D explains variances over £5K (excluding JRS funding).

Taking account of the £2.3M positive variance to budget, the adjusted unrestricted reserves at year-end are projected to be £2.96M of which £2M is earmarked to cover projected losses in financial year 2021/22.    


	4.
	Financial Performance YTD 2021/22


	4.1


	Taking account of year end reporting requirements, the May 2021 results were not ready for inclusion in the report. An update on the 2021/22 budget will be provided at the meeting.                       

	5.

	Internal Controls


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


	6.
	Data Breaches



	6.1

	There have been no data breaches reported in the last quarter.

	7.
	Identity Fraud


	7.1

	A case of identity fraud was recently detected where a seller on ebay used the name and address of High Life Highland as well as that of a randomly chosen Director in order to trade.      


	7.2
	The issue came to light when items returned to the seller were delivered to High Life Highland’s head office in Inverness.  Trading Standards and ebay were notified and a statement has been made to Police Scotland; ebay have consequently removed the seller from their website. 



	7.3
	Whilst the issue of identity fraud is of concern to High Life Highland and the Director, neither the charity nor the Director have suffered any financial detriment or otherwise, and both await the results of the police investigation.              



	8.
8.1

	HLH Reserves
Including transfers at the end of 2020/21, HLH reserves are made up of the following elements:

i. Restricted Reserves of £561K made up of early or pre-payment of funds from partners for future work.  These are ring-fenced funds for specific projects and cannot be used for the routine work of the charity;

ii. Designated Reserves of £140K transferred into HLH from Inverness Leisure Ltd for capital works; and  

iii. Unrestricted Reserves – £2M has been earmarked to cover projected loss of income in financial year 2021/22 leaving £963K as an unrestricted reserve. This figure is 3% of budgeted turnover and is in accordance with HLH’s policy of building unrestricted reserves to 3% of turnover.  The 3% level is generally accepted as appropriate for this type of organisation.

	9.
	Director attendance at Finance and Audit Committee


	9.1
	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 2020/21, all Directors have attended a minimum of one meeting apart from 2 Directors who are aware and will attend a meeting as soon as diaries allow. 



	10.
10.1
	Review of Financial Regulations and Standing Orders

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



	11.
	Implications


	11.1

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


	11.2
	Equality Implications – there are no new equality implications associated with the recommendations of this report.


	11.3
	Legal Implications – there are no new legal implications associated with the recommendations of this report.



	11.4
	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 draft year end outturn, subject to further analysis and audit, for 2020/21 as detailed in Appendices A-C reports a £2.3M positive variance to budget; 

ii. no breaches of internal controls have been reported in the past quarter;  

iii. no data breaches have been reported in the past quarter;

iv. the case of identity fraud and actions taken; and  

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




Designation:

Chief Executive
Date:

           8 June 2021
2020/21 Draft Summary Results – Consolidated

                                                                               APPENDIX A
 

	 
	 Budget
	 Actual
	 Variance

	Income
	30,943,179 
	20,869,411 
	(10,073,768)

	Other Costs
	(5,707,201)
	(3,036,607)
	2,670,594 

	Staff Costs
	(25,235,978)
	(22,330,064)
	2,905,914 

	Operating Surplus/(Deficit)
	0 
	(4,497,260)
	(4,497,260)

	
	
	
	

	JRS Funding
	
	6,809,022 
	

	
	
	
	

	Net Surplus/(Deficit)
	0 
	2,311,762 
	2,311,762 


 Variance by Sector    











 
               APPENDIX B

	 
	 Budget
	 Actual
	 Variance

	Adult
	(645,673)
	(545,032)
	100,641 

	Archives
	(584,549)
	(567,312)
	17,237 

	Arts
	(280,665)
	(196,401)
	84,264 

	Facilities
	(1,921,544)
	(7,543,181)
	(5,621,637)

	Libraries
	(3,433,481)
	(2,516,782)
	916,699 

	Management
	(2,891,379)
	(2,472,692)
	418,687 

	Museums
	(573,067)
	(830,457)
	(257,390)

	Music Tuition
	(1,385,083)
	(1,796,427)
	(411,344)

	Outdoor
	(523,237)
	(480,878)
	42,359 

	Service Fee
	14,421,671 
	14,386,571 
	(35,100)

	Sports
	(601,983)
	(581,342)
	20,641 

	Youthwork
	(1,581,010)
	(1,353,327)
	227,683 

	Operating Surplus/(Deficit)
	0 
	(4,497,260)
	(4,497,260)

	
	
	
	

	JRS Funding
	
	6,809,022 
	

	
	
	
	

	Net Surplus/(Deficit)
	0 
	2,311,762 
	2,311,762 


Variance by Category                                                                                                                                                                         APPENDIX C 
	
	
	Income
	
	
	Staff Costs
	
	Other Costs

	
	
	 Budget
	 Variance
	%
	
	 Budget
	 Variance
	%
	
	 Budget
	 Variance
	%

	Adult
	
	20,582 
	(19,762)
	-96%
	
	(600,965)
	66,089 
	-11%
	
	(65,290)
	54,314 
	-83%

	Archives
	
	295,086 
	(62,287)
	-21%
	
	(836,388)
	67,082 
	-8%
	
	(43,247)
	12,442 
	-29%

	Arts
	
	33,100 
	(30,001)
	-91%
	
	(236,888)
	47,207 
	-20%
	
	(76,877)
	67,058 
	-87%

	Facilities
	
	12,077,448 
	(8,616,301)
	-71%
	
	(11,401,347)
	1,713,167 
	-15%
	
	(2,597,645)
	1,281,497 
	-49%

	Libraries
	
	104,880 
	(101,179)
	-96%
	
	(2,816,418)
	545,132 
	-19%
	
	(721,943)
	472,746 
	-65%

	Management
	
	418,940 
	29,942 
	7%
	
	(2,225,522)
	166,229 
	-7%
	
	(1,084,797)
	222,516 
	-21%

	Museums
	
	752,519 
	(646,063)
	-86%
	
	(951,946)
	214,498 
	-23%
	
	(373,640)
	174,175 
	-47%

	Music Tuition
	
	1,525,300 
	(504,828)
	-33%
	
	(2,488,717)
	(68,688)
	3%
	
	(421,666)
	162,172 
	-38%

	Outdoor
	
	130,626 
	(107,055)
	-82%
	
	(558,430)
	71,252 
	-13%
	
	(95,433)
	78,162 
	-82%

	Service Fee
	
	14,421,671 
	(35,100)
	0%
	
	 
	 
	 
	
	 
	 
	 

	Sports
	
	1,119,535 
	(34,512)
	-3%
	
	(1,588,691)
	(35,809)
	2%
	
	(132,827)
	90,962 
	-68%

	Youthwork
	
	43,492 
	53,378 
	123%
	
	(1,530,666)
	119,755 
	-8%
	
	(93,836)
	54,550 
	-58%

	Operating Surplus/(Deficit)
	
	30,943,179 
	(10,073,768)
	-33%
	
	(25,235,978)
	2,905,914 
	-12%
	
	(5,707,201)
	2,670,594 
	-47%

	
	
	
	
	
	
	
	
	
	
	
	
	

	JRS Funding
	
	
	6,809,022 
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Net Surplus/(Deficit)
	
	
	2,311,762 
	
	
	
	
	
	
	
	
	


Variances over £5,000 (Excluding JRS Funding)                                                                                                         APPENDIX D
	Sector 
	Variance
	Note

	Adult
	100,641 
	Positive variance due to savings in staff and other costs, partially offset by a reduction in income due to the pandemic.    

	Archives
	17,237 
	Positive variance due to savings in staff and other costs, partially offset by a reduction in income due to the pandemic.    

	Arts
	84,264 
	Positive variance due to savings in staff and other costs, partially offset by a reduction in income due to the pandemic.    

	Facilities
	(5,621,637)
	Negative variance due to loss of income due to closure during lockdown, partially offset by savings in staff and other costs.  

	Libraries
	916,699 
	Positive variance due to savings in staff and other costs, partially offset by a reduction in income due to the pandemic.    

	Management
	418,687 
	Positive variance due to savings in staff and other costs.    

	Museums
	(257,390)
	Negative variance due to loss of income due to closure during lockdown, partially offset by savings in staff and other costs.  

	Music Tuition
	(411,344)
	Negative variance due to loss of income due to closure during lockdown partly offset by savings in staff and other costs.  Music Tuition continued online for the full year.       

	Outdoor
	42,359 
	Positive variance due to savings in staff and other costs, partially offset by a reduction in income due to the pandemic.    

	Service Fee
	(35,100)
	Negative variance due to reduction in funding for Music Instructors pay.  

	Sports
	20,641 
	Positive variance due to savings in other costs, partially offset by loss of income due to the pandemic and additional staffing costs for maternity cover.    

	Youthwork
	227,683 
	Positive variance due to savings in staff and other costs plus additional income.    

	Operating Surplus/ (Deficit) 
	(4,497,260)
	


