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	  Summary

The purpose of this report is to update Directors on the financial performance of High Life Highland for the period ending 31 January 2022 and other relevant matters.
It is recommended that Directors note:
i. the results for the period April 2021 to January 2022 detailed in Appendix A reports a net deficit of £3.55m;
ii. using the financial scenario planning model detailed in Appendix E, an improved year-end deficit of £1.43m is projected following confirmation of £1.5m in financial support from The Highland Council;
iii. no breaches of internal controls have been reported in the past quarter;  
iv. no data breaches have been reported in the past quarter; and
v. the award of contracts as detailed in paragraph 9.
  


	1.
	Business Plan Contribution



	1.1
	This report supports the highlighted Business Outcomes from the High Life Highland (HLH) Business Plan:

1. Seek to continuously improve standards of health and safety.

2. Commit to the Scottish Government’s zero carbon targets and maintain the highest standards in environmental compliance.

3. Use research and market analysis to develop and improve services to meet customer needs.

4. Increase employee satisfaction, engagement and development to improve staff recruitment and retention.

5. Improve the financial sustainability of the company.

6. Value and strengthen the relationship with THC.

7. Develop and deliver the HLH Corporate Programme and seek to attract capital investment.

8. Use research and market analysis to develop and deliver proactive marketing and promotion of HLH and its services.
9. Initiate and implement an ICT digital transformation strategy across the charity.

10. Develop and strengthen relationships with customers, key stakeholders and partners.

11. Deliver targeted programmes which support and enhance the physical and mental health and wellbeing of the population and which contribute to the prevention agenda.



	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.

	Financial Performance to 31 January 2022

	3.1


	The results for the period to January 2022 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 is a deficit of £3.55m with a projected year-end deficit of circa £1.4m.  Further detail on the projected deficit is provided in the Financial Scenario Planning section at paragraph 4.



	4.
	Scenario Planning 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 £1.4m following confirmation of £1.5m in financial support from The Highland Council as agreed at the THC budget meeting on 3 March 2022. 

	4.2


	The projected net deficit of £1.4m will be funded from HLH’s unrestricted reserves leaving a projected reserves balance of c £1.5m as detailed in the table below:

£m

Unrestricted Reserves at 31st March 2021 

2.9 

Projected Deficit 2021/22

(1.4)
Projected Reserves at 31st March 2022

1.5 

             

	4.3


	In addition to the £1.5m in financial support confirmed by THC, the year-end outturn has been substantially improved due to the receipt of the full funding from The Scottish Government for Music Tuition for the 2021/22 academic year.  The effect of the Omicron variant on trading income has been significantly less than anticipated with continuing savings in staffing and other operating costs.     

	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.
	Policy Review 


	7.1
	The Anti Bribery policy has been considered in line with the review schedule and remains fit for purpose with no changes required at this time.


	8.
	Annual Review of Insurance



	8.1


	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 will renew on 1 April 2022 for 2022/23 and new additions are advised throughout the year as and when required.



	9.
	Tenders Approved/Contracts Awarded

	9.1
	Blanchere Illuminations UK Ltd

Equipment for Winter Illuminations Bellfield Park

Nov21-Jan22

Blk Box Fitness Ltd 

Strength equipment for 2 areas within Lochaber Leisure centre and new area within Invergordon leisure centre
Jan22-Apr22



	
	 

	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 April 2021 to January 2022 detailed in Appendix A reports a net deficit of £3.55m;

ii. using the financial scenario planning model detailed in Appendix E, an improved year-end deficit of £1.43m is projected following confirmation of £1.5m in financial support from The Highland Council;

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

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

v. the award of contracts as detailed in paragraph 9.


Designation:

Chief Executive
Date:

           15 March 2022

Author:

Neil Johnston, Head of Finance

Consolidated 2021/22: April to January                                                                                                                      APPENDIX A
 
	 
	 Budget
	 Actual (YTD)
	 Year End Forecast
	 Year End Variance

	 
	£,000
	£,000
	£,000
	£,000

	Income
	31,316 
	20,056 
	27,846 
	(3,470)

	Other Costs
	(5,296)
	(3,849)
	(5,018)
	278 

	Staff Costs
	(26,020)
	(19,758)
	(24,260)
	1,760 

	Surplus/(Deficit) 
	0 
	(3,551)
	(1,432)
	(1,432)


 Variance by Sector    











 
APPENDIX B 
	 
	 Budget
	 Actual (YTD)
	 Year End Forecast
	 Year End Variance

	 
	£,000
	£,000
	£,000
	£,000

	Adult
	(649)
	(460)
	(569)
	80 

	Archives
	(606)
	(430)
	(541)
	65 

	Arts
	(278)
	(172)
	(221)
	57 

	Facilities
	(2,012)
	(4,394)
	(5,175)
	(3,163)

	Libraries
	(3,479)
	(2,061)
	(2,854)
	625 

	Management
	(2,870)
	(2,335)
	(3,146)
	(276)

	Museums
	(582)
	(705)
	(796)
	(214)

	Music Tuition
	(1,412)
	(2,029)
	(1,626)
	(214)

	Outdoor
	(411)
	(317)
	(431)
	(20)

	SLA
	14,515 
	10,886 
	16,015 
	1,500 

	Sports
	(557)
	(237)
	(508)
	49 

	Youthwork
	(1,659)
	(1,297)
	(1,580)
	79 

	Surplus/(Deficit)
	0 
	(3,551)
	(1,432)
	(1,432)


Variance by Category                                                                                                                                                      APPENDIX C 
[image: image1.emf] 

Budget

 Actual 

(YTD)

 Year 

End 

Forecast

 Year 

End 

Variance  Budget

 Actual 

(YTD)

 Year 

End 

Forecast

 Year 

End 

Variance

 

Budget

 Actual 

(YTD)

 Year 

End 

Forecast

 Year 

End 

Variance

Adult 21  57  66  45  (612) (498) (606) 6  (58) (19) (29) 29 

Archives 295  252  286  (9) (859) (650) (787) 72  (42) (32) (40) 2 

Arts 33  17  17  (16) (238) (150) (183) 55  (73) (39) (55) 18 

Facilities 11,823  6,070  7,413  (4,410) (11,558) (8,566) (10,332) 1,226  (2,277)(1,898) (2,256) 21 

Libraries 105  227  231  126  (2,871) (1,918) (2,498) 373  (713) (370) (587) 126 

Management 399  263  409  10  (2,257) (1,872) (2,456) (199) (1,012) (726) (1,099) (87)

Museums 903  358  419  (484) (1,116) (778) (909) 207  (369) (285) (306) 63 

Music Tuition 1,631  410  1,387  (244) (2,658) (2,165) (2,676) (18) (385) (274) (337) 48 

Outdoor 423  283  311  (112) (677) (520) (629) 48  (157) (80) (113) 44 

SLA 14,515  10,886  16,015  1,500  0  0  0  0  0  0  0  0 

Sports 1,110  1,116  1,136  26  (1,557) (1,297) (1,559) (2) (110) (56) (85) 25 

Youthwork 58  117  156  98  (1,617) (1,344) (1,625) (8) (100) (70) (111) (11)

Surplus/(Deficit)  31,316  20,056  27,846  (3,470) (26,020)(19,758) (24,260) 1,760  (5,296)(3,849) (5,018) 278 

Income (£,000) Staff Costs (£,000) Other Costs (£,000)


Commentary by Service                                                                                                                                                  APPENDIX D                                    

	Sector 
	Forecast Variance (£,000)
	Note

	Adult
	80
	Income projection above budget due to additional external funding with savings in Other Costs including learning materials.  

	Archives
	65
	Projected underspend on staffing through vacancy management and savings from furlough partially offset by loss of income.     

	Arts
	57
	Projected underspend on staffing through Creative Learning and Exhibitions vacancies plus expenditure savings offset by loss of income.        

	Facilities
	(3,163)
	Projected 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
	625
	Positive projected variance to budget due to saving in staff costs through limited opening hours and furlough reductions plus JRS income in addition to savings in expenditure.  

	Management
	(276)
	Provision made for cost of redundancies and termination payments, overspend in Other Costs due to covid related expenditure.                     

	Museums
	(214)
	Income significantly affected by pandemic offset by savings in staffing and other operating costs.         

	Music Tuition
	(214)
	Income significantly affected by pandemic with tuition fees being replaced by Scottish Government funding from August 2021. Full funding from August to March 2022 has been confirmed by The Scottish Government.   

	Outdoor
	(20)
	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
	49
	Savings in Staff and Other Costs. 

	Youthwork
	79
	Funding from external bodies higher than anticipated.   

	SLA
	1,500
	Additional £1.5m funding received from The Highland Council per guarantee against loss, confirmed at full Council meeting on 3rd March 2022.     

	Operating Surplus/ (Deficit) 
	(1,432)
	


 Scenario Planning Model                                                                                                                                               APPENDIX E
	Category
	
	Budget
	
	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 
	
	5,129 
	
	16,016 
	
	1,501 
	
	10%

	Highlife Income
	
	7,206 
	
	719 
	
	955 
	
	1,248 
	
	1,274 
	
	4,196 
	
	(3,010)
	
	-42%

	Other Income
	
	7,604 
	
	877 
	
	1,200 
	
	1,073 
	
	1,654 
	
	4,804 
	
	(2,800)
	
	-37%

	Grant Income
	
	1,991 
	
	584 
	
	398 
	
	30 
	
	1,014 
	
	2,026 
	
	35 
	
	2%

	JRS Income
	
	0 
	
	639 
	
	150 
	
	13 
	
	2 
	
	804 
	
	804 
	
	 

	Total Income
	
	31,316 
	 
	6,448 
	 
	6,332 
	 
	5,993 
	 
	9,073 
	 
	27,846 
	 
	(3,470)
	
	-11%

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Expenditure
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Staff Costs
	
	(26,020)
	
	(5,309)
	
	(5,892)
	
	(6,452)
	
	(6,607)
	
	(24,260)
	
	1,760 
	
	-7%

	Other Costs
	
	(5,296)
	
	(766)
	
	(1,267)
	
	(1,448)
	
	(1,537)
	
	(5,018)
	
	278 
	
	-5%

	Total Expenditure
	
	(31,316)
	 
	(6,075)
	 
	(7,159)
	 
	(7,900)
	 
	(8,144)
	 
	(29,278)
	 
	2,038 
	
	-7%

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Surplus/(Deficit) 
	
	0 
	 
	373 
	 
	(827)
	 
	(1,907)
	 
	929 
	 
	(1,432)
	 
	(1,432)
	
	


