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	  Summary

The purpose of this report is to update Directors on the financial performance of High Life Highland for Q2 2021/22 and other relevant matters.

It is recommended that Directors note:
i. the results for the period July to September 2021 detailed in Appendix A reports a net deficit of £553k for the quarter;
ii. using the financial scenario planning model detailed in Appendix E, an improved year-end deficit of £4.67m is projected with planned use of £2m reserves;
iii. no breaches of internal controls have been reported in the past quarter;  
iv. no data breaches have been reported in the past quarter;
v. the robbery at Ferrycroft Visitor Centre;  
vi. the award of contracts as detailed in paragraph 8; 
and agree 
vii. to delegate approval of the Catering Goods contract to the Chair of the Finance and Audit Committee.  
  


	1.
	Business Plan Contribution



	1.1
	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

	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.



	2.2
	The financial content of this report has previously been scrutinised by the 15 November 2021 Finance and Audit Committee meeting.



	3.

	Financial Performance for Quarter 2 2021/22

	3.1


	The results for the period to September 2021 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 9 business categories in Appendix B and by cost category (income, staff costs and other costs) at Appendix C.  Commentary on the performance of each service is provided at Appendix D.        
                

	3.2
	The net position for Quarter 2 is a deficit of £553k with PAYG Leisure income including admission charges and lets being higher than anticipated.  highlife income in September was £349k, a 9% increase on the previous month and representing 58% of monthly budgeted income.



	3.3
	Other Costs were £97k lower than predicted due mainly to timing differences in Facilities and Libraries. 


	4.
	Scenario Planning Model 2021/22  

	4.1

	The financial scenario planning model (Appendix E) details forecasts per quarter for each category of income and expenditure. The updated projection is a year-end deficit of circa £4.67m, an improvement of £538k on the previously reported forecast of £5.2m. This improvement is due to higher than expected income growth and additional savings in expenditure.  Earned Income, including highlife and PAYG from Leisure is forecast to improve steadily for the remainder of the year as customer confidence returns.   

	4.2
	£2m of HLH unrestricted reserves has been earmarked to be utilised in addition to a guarantee of up to £3.4m of financial support from The Highland Council reserve.  Monthly meetings between senior officials of HLH and THC to monitor the charity’s financial position are continuing and have been positive.               

	5. 

	Internal Controls


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


	6.
	Data Breaches



	6.1

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

	7.
	Robbery at Ferrycroft Visitor Centre 



	7.1
	On Friday 1 October 2021, a robbery took place at Ferrycroft Visitor Centre in Lairg. 


	7.2
	A man entered the building, pushed his way behind reception holding a weapon (possibly a crowbar) and asked for all the money in the till. The attendant on site handed over £135 and the man left the building. 



	7.3

	The police were called immediately and were quickly able to apprehend the perpetrator and recover the stolen money.  



	7.4
	Following the incident the centre remained closed until Tuesday 12 October when it then re-opened on reduced hours with two staff on shift as a temporary measure until the season ended on 31 October.



	7.5
	As a result of the robbery, a risk assessment has been undertaken including a review of procedures.  Personal alarms have been purchased for staff and Police Scotland have undertaken a site security survey.  CCTV is currently being procured for the centre and the employee involved has been given full support by the Leisure management team and Human Resources.   
           

	8.
	Tenders Approved/Contracts Awarded



	8.1


	Cyclehoop 

Bike racks

Feb 21-Jun 21

Coffee Direct Scotland Ltd

Coffee – equipment, servicing and product

Apr 21-Apr 24

Mather & Co

On behalf of THC Inverness Castle – Exhibition and Content Design Partner
Jul 21-Nov 24

Blk Box Fitness Ltd
Specialised Gym Flooring and Weightlifting Equipment*

Oct 21-Dec 21

Blk Box Fitness Ltd

Wattbikes and Rowing Machines*

Oct 21-Dec 21

Lesley Strang Event Production

On behalf of Inverness Common Good: Event Design & Management Services

Oct 21-Mar 22

Liam Christie - North Highland Events

On behalf of Inverness Common Good: Event Design & Management Services

Oct 21-Mar 22



	9.
	Supply of Catering Goods Contract – Award Between Board Meetings



	9.1
	Per the charity Scheme of Delegation, contracts over the value of the UK Find a Tender level (currently standing at £189,330 over a four year period) are required to be approved by the Board.      


	9.2
	The contract for Supply of Catering Goods is currently out to tender but unfortunately the procurement process will not be completed until the end of December 2021. This is a four-year framework agreement with an estimated value of £550k per annum split over seven lots:

· Fresh Meat

· Frozen Goods

· Grocery Items including Snacks, Beverages & Soft Drinks. 

· Dairy Produce
· Fresh Fruit & Vegetables
· Alcoholic Beverages
· Bakery Items



	9.3
	In order to ensure business continuity and start to generate savings as soon as possible, it is requested that the Board delegate approval to award the contract to the Chair of the Finance and Audit Committee. Directors will then be requested to homologate the award decision at the next Board meeting on 31 March 2022.       



	10.
	Implications


	10.1

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



	10.2
	Equality Implications – there are no new equality implications associated with the recommendations of this report.



	10.3
	Legal Implications – there are no new legal implications associated with the recommendations of this report.



	10.4
	Resource Implications – there are no new resource implications associated with the recommendations of this report.



	Recommendation
 It is recommended that Directors note:
i. the results for the period July to September 2021 detailed in Appendix A reports a net deficit of £553k for the quarter;
ii. using the financial scenario planning model detailed in Appendix E, an improved year-end deficit of £4.67m is projected with planned use of £2m reserves;

iii. no breaches of internal controls have been reported in the past quarter;  
iv. no data breaches have been reported in the past quarter;

v. the robbery at Ferrycroft Visitor Centre;  
vi. the award of contracts as detailed in paragraph 8; 
and agree 
vii. to delegate approval of the Catering Goods contract to the Chair of the Finance and Audit Committee.  




Designation:

Chief Executive
Date:

           22 November 2021
Consolidated 2021/22: April to September                                                                                                                 APPENDIX A
 
	 
	 Budget
	 Actual
	 Year End Forecast
	 Year End Variance

	 
	(£,000)
	(£,000)
	(£,000)
	(£,000)

	Income
	31,339 
	12,709 
	24,827 
	(6,512)

	Other Costs
	(5,285)
	(2,062)
	(5,059)
	226 

	Staff Costs
	(26,054)
	(11,201)
	(24,434)
	1,620 

	 
	 
	 
	 
	 

	Surplus/(Deficit)
	0 
	(553)
	(4,666)
	(4,666)


 Variance by Sector    











 
APPENDIX B 
	Sector
	 Budget
	 Actual
	 Year End Forecast
	 Year End Variance

	
	(£,000)
	(£,000)
	(£,000)
	(£,000)

	
	
	
	
	

	Adult
	(649)
	(268)
	(593)
	56 

	Archives
	(606)
	(192)
	(555)
	51 

	Arts
	(278)
	(96)
	(225)
	53 

	Facilities
	(2,011)
	(2,223)
	(6,384)
	(4,583)

	Libraries
	(3,475)
	(1,031)
	(2,980)
	495 

	Management
	(2,870)
	(1,273)
	(2,781)
	134 

	Museums
	(587)
	(387)
	(891)
	(238)

	Music Tuition
	(1,412)
	(1,243)
	(2,119)
	(638)

	Outdoor
	(411)
	(129)
	(480)
	(38)

	SLA
	14,515 
	7,257 
	14,515 
	0 

	Sports
	(557)
	(221)
	(508)
	48 

	Youthwork
	(1,659)
	(747)
	(1,665)
	(6)

	
	
	
	
	

	Surplus/(Deficit)
	0 
	(553)
	(4,666)
	(4,666)


Variance by Category                                                                                                                                                      APPENDIX C 
	
	
	Income
	
	Staff Costs
	
	Other Costs

	Sector
	
	 Budget
	 Actual
	 Year End Forecast
	 Year End Var'nce
	
	 Budget
	 Actual
	 Year End Forecast
	 Year End Var'nce
	
	 Budget
	 Actual
	 Year End Forecast
	 Year End Var'nce

	
	
	(£,000)
	(£,000)
	(£,000)
	(£,000)
	
	(£,000)
	(£,000)
	(£,000)
	(£,000)
	
	(£,000)
	(£,000)
	(£,000)
	(£,000)

	
	
	
	
	
	
	
	 
	 
	 
	 
	
	 
	 
	 
	 

	Adult
	
	21 
	23 
	51 
	30 
	
	(611)
	(277)
	(605)
	6 
	
	(58)
	(14)
	(39)
	19 

	Archives
	
	295 
	194 
	273 
	(23)
	
	(859)
	(366)
	(786)
	73 
	
	(42)
	(20)
	(41)
	1 

	Arts
	
	33 
	7 
	8 
	(25)
	
	(238)
	(86)
	(178)
	59 
	
	(73)
	(18)
	(54)
	19 

	Facilities
	
	11,823 
	3,462 
	6,557 
	(5,265)
	
	(11,562)
	(4,768)
	(10,677)
	885 
	
	(2,272)
	(917)
	(2,264)
	(203)

	Libraries
	
	105 
	219 
	236 
	131 
	
	(2,867)
	(1,057)
	(2,525)
	342 
	
	(713)
	(194)
	(691)
	22 

	Management
	
	459 
	217 
	463 
	3 
	
	(2,327)
	(1,079)
	(2,281)
	46 
	
	(1,002)
	(412)
	(962)
	84 

	Museums
	
	903 
	242 
	302 
	(601)
	
	(1,116)
	(459)
	(855)
	261 
	
	(374)
	(170)
	(338)
	101 

	Music Tuition
	
	1,595 
	273 
	880 
	(715)
	
	(2,622)
	(1,296)
	(2,634)
	(12)
	
	(385)
	(220)
	(365)
	90 

	Outdoor
	
	423 
	197 
	265 
	(158)
	
	(677)
	(291)
	(625)
	52 
	
	(157)
	(36)
	(120)
	67 

	SLA
	
	14,515 
	7,257 
	14,515 
	0 
	
	0
	0
	0
	0
	
	0 
	0 
	0 
	0 

	Sports
	
	1,110 
	574 
	1,126 
	15 
	
	(1,557)
	(759)
	(1,548)
	10 
	
	(110)
	(36)
	(87)
	23 

	Youthwork
	
	58 
	42 
	152 
	94 
	
	(1,617)
	(763)
	(1,719)
	(102)
	
	(100)
	(26)
	(98)
	2 

	
	
	
	
	
	
	
	
	
	
	
	
	 
	 
	 
	 

	Surplus/(Deficit)
	
	31,339 
	12,709 
	24,827 
	(6,512)
	
	(26,054)
	(11,201)
	(24,434)
	1,620 
	
	(5,285)
	(2,062)
	(5,059)
	226 


Commentary by Service                                                                                                                                                  APPENDIX D                                    

	Sector 
	Forecast Variance (£,000)
	Note

	Adult
	56
	Income projection above budget due to additional external funding with savings in Other Costs including learning materials.  

	Archives
	51
	Projected underspend on staffing through vacancy management and savings from furlough partially offset by loss of income.     

	Arts
	53
	Projected underspend on staffing through Creative Learning and Exhibitions vacancies plus expenditure savings offset by loss of income.        

	Facilities
	(4,583)
	Projected £4.6m negative variance to budget as income gradually recovers, partially offset by savings in Staff Costs.  Other Costs anticipated to be higher than budgeted due to requirement to replace gym equipment.  

	Libraries
	495
	Positive projected variance to budget due to saving in staff costs through limited opening hours and furlough reductions plus JRS income. 

	Management
	134
	Staff savings through furlough and savings in expenditure.     

	Museums
	(238)
	Income significantly affected by pandemic offset by savings in staffing and other operating costs.         

	Music Tuition
	(638)
	Income significantly affected by pandemic with tuition fees being replaced by Scottish Government funding from August 2021. Dialogue is ongoing as to the total funding for the year.     

	Outdoor
	(38)
	Income from lets at the Highland Football Academy and outdoor pitches significantly affected by pandemic, partially offset by savings in staff and other costs. 

	Sports
	48
	Savings in Staff and Other Costs. 

	Youthwork
	(6)
	Projected overspend on staff costs offset by funding from external bodies.   

	SLA
	0
	Per Budget

	Operating Surplus/ (Deficit) 
	(4,666)
	


 Scenario Planning Model                                                                                                                                               APPENDIX E
	Category
	
	Budget (21/22)
	
	Q1 
	
	Q2
	
	Q3 
	
	Q4
	
	Total
	
	Variance
	
	(%)

	
	
	
	
	(Apr-Jun)
	
	 (Jul-Sep)
	
	(Oct-Dec)
	
	 (Jan-Mar)
	
	
	
	
	
	

	
	
	(£,000)
	
	(£,000)
	
	(£,000)
	
	(£,000)
	
	(£,000)
	
	(£,000)
	
	(£,000)
	
	

	Income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Services Fee
	
	14,515 
	
	3,629 
	
	3,629 
	
	3,629 
	
	3,628 
	
	14,515 
	
	0 
	
	0%

	Highlife Income
	
	7,206 
	
	721 
	
	979 
	
	1,016 
	
	1,056 
	
	3,772 
	
	(3,434)
	
	-48%

	Other Income
	
	7,643 
	
	887 
	
	1,211 
	
	904 
	
	733 
	
	3,735 
	
	(3,908)
	
	-51%

	Grant Income
	
	1,976 
	
	438 
	
	398 
	
	659 
	
	509 
	
	2,004 
	
	28 
	
	1%

	JRS Income
	
	0 
	
	716 
	
	86 
	
	0 
	
	0 
	
	802 
	
	802 
	
	 

	Total Income
	
	31,340 
	 
	6,391 
	 
	6,303 
	 
	6,208 
	 
	5,926 
	 
	24,828 
	 
	(6,512)
	
	-21%

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Expenditure
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Staff Costs
	
	(26,054)
	
	(5,309)
	
	(5,892)
	
	(6,312)
	
	(6,921)
	
	(24,434)
	
	1,620 
	
	-6%

	Other Costs
	
	(5,286)
	
	(759)
	
	(1,288)
	
	(1,252)
	
	(1,761)
	
	(5,060)
	
	226 
	
	-5%

	Total Expenditure
	
	(31,340)
	 
	(6,068)
	 
	(7,180)
	 
	(7,564)
	 
	(8,682)
	 
	(29,494)
	 
	1,846 
	
	-6%

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Surplus/(Deficit) 
	
	0 
	 
	323 
	 
	(877)
	 
	(1,356)
	 
	(2,756)
	 
	(4,666)
	 
	(4,666)
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Use of HLH Reserves
	
	
	
	
	
	
	
	
	
	
	
	
	
	2,000 
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net Deficit
	
	
	
	
	
	
	
	
	
	
	
	
	
	(2,666)
	
	


