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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 2021/22 and other relevant matters.

It is recommended that Directors note:
i. the draft year end outturn, subject to further analysis and audit, for 2021/22 as detailed in Appendices A-C reports a deficit of £686k;
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. that following the annual review of the Financial Regulations and Contract Standing orders there are no issues to report;
v. the award of contracts as detailed in paragraph 9; and

approve
vi. the removal of the planned 22/23 savings in the annual budget for Youth Work, Adult Services, Archives and Music Equipment, leaving net savings of £1.275m for FY 22/23.   
  


	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.



	2.2
	The financial content of this report has previously been scrutinised by the 16 May 2022 Finance and Audit Committee meeting.



	3.

	Financial Performance for the Financial Year 2021/22 



	3.1


	The Management Accounts, subject to further analysis and audit, for the financial year 2021/22 have been prepared. HLH’s consolidated financial performance for the year is summarised in Appendix A. The net position is a deficit of £686k.       

                        

	3.2
	The net deficit of £686k represents a substantial improvement on the previously reported forecast for the year due to income being higher than anticipated in conjunction with ongoing savings in staffing costs.  The effect of the Omicron variant was less than anticipated in Q4, with income from Leisure £200k higher than previously forecast.  In addition to ongoing difficulties in recruitment, tribunal expenses and the cost of cover for employees absent due to Covid were lower than previously forecast. 


	3.3
	The outturn for staffing costs was further improved by an accounting adjustment of £165k following the realignment of HLH’s annual leave year with the financial year.  The annual leave year previously ended on 31 January with the cost of untaken leave in February and March accrued as a credit on the balance sheet. With both the annual leave and financial year now ending on 31 March the creditor balance of £165k was released to the revenue account.   



	3.4
	Taking into consideration the improved year-end position, it is recommended to remove the temporary reductions from the annual budget for Youth Work, Adult Services, Archives and Music Equipment totalling £99k. This leaves net savings and mitigations of £1.275m for the 22/23 FY. 


	4.
	HLH Reserves


	4.1

	Including transfers at the end of 2021/22 HLH reserves are made up of the following elements:
i. Restricted Reserves of £690k 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 – Taking account of the £686K deficit, the adjusted unrestricted reserves at year-end are projected to be £2.25m of which up to £1.67m is earmarked to be utilised in financial year 2022/23.  
iv. Utilising the full £1.67m in 2022/23 would leave a projected year-end balance of £580k in reserve, £378k below HLH’s reserves target of 3% of turnover.       


	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.
	Review of Financial Regulations and Standing Orders



	7.1
	A review of the Financial Regulations and Standing Orders remains on-going throughout the year and there are no issues to report.


	8.
	Director attendance at Finance and Audit Committee



	8.1
	At the annual review and appraisal workshop in October 2021 the Board reconfirmed that all Directors should attend and contribute to 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 2021/22, all current 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. 


	9.
	Tenders Approved/Contracts Awarded


	9.1
	Dynam

Creative Design Services

Apr22-Apr25

Retail Solutions Scotland

Electronic Point of Sale – equipment and servicing
Apr22-Apr25

 Tennents

Beverage provision for Strathpeffer Pavilion

May22-May25



	
	 

	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 draft year end outturn, subject to further analysis and audit, for 2021/22 as detailed in Appendices A-C reports a deficit of £686k;

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

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

           approve

vi. the removal of the planned 22/23 savings in the annual budget for Youth Work, Adult Services, Archives and Music Equipment, leaving net savings of £1.275m for FY 22/23.    




Designation:

Chief Executive
Date:

           9 June 2022

Author:

Neil Johnston, Head of Finance

2021/22 Draft Summary Results – Consolidated                                                                                                       APPENDIX A
 
	 
	 Budget
	 Actual
	 Variance

	Income
	31,315,388 
	28,081,790 
	(3,233,598)

	Other Costs
	(5,295,563)
	(5,009,443)
	286,120 

	Staff Costs
	(26,019,825)
	(23,758,613)
	2,261,212 

	Surplus/(Deficit)
	0 
	(686,266)
	(686,266)


 Variance by Sector    











 
APPENDIX B 
	 
	 Budget
	 Actual
	 Variance

	Adult
	(648,849)
	(589,247)
	59,602 

	Archives
	(606,267)
	(530,368)
	75,899 

	Arts
	(277,730)
	(216,064)
	61,666 

	Facilities
	(2,012,619)
	(4,910,114)
	(2,897,495)

	Libraries
	(3,478,577)
	(2,592,464)
	886,113 

	Management
	(2,869,710)
	(2,856,760)
	12,950 

	Museums
	(582,283)
	(867,445)
	(285,162)

	Music Tuition
	(1,411,521)
	(1,589,833)
	(178,312)

	Outdoor
	(411,281)
	(404,442)
	6,839 

	SLA
	14,514,795 
	16,014,795 
	1,500,000 

	Sports
	(556,582)
	(536,738)
	19,844 

	Youthwork
	(1,659,376)
	(1,607,586)
	51,790 

	Surplus/(Deficit)
	0 
	(686,266)
	(686,266)


Variance by Category                                                                                                                                                      APPENDIX C 
	
	
	Income
	
	Staff Costs
	
	Other Costs

	 
	 
	 Budget
	 Actual
	 Variance
	
	 Budget
	 Actual
	 Variance
	
	 Budget
	 Actual
	 Variance

	Adult
	 
	20,582 
	56,165 
	35,583 
	
	(611,374)
	(610,026)
	1,348 
	
	(58,057)
	(35,386)
	22,671 

	Archives
	 
	295,086 
	296,968 
	1,882 
	
	(859,181)
	(788,869)
	70,312 
	
	(42,172)
	(38,467)
	3,705 

	Arts
	 
	33,100 
	13,355 
	(19,745)
	
	(237,678)
	(180,397)
	57,281 
	
	(73,152)
	(49,022)
	24,130 

	Facilities
	 
	11,822,553 
	7,612,244 
	(4,210,309)
	
	(11,558,309)
	(10,226,601)
	1,331,708 
	
	(2,276,863)
	(2,295,757)
	(18,894)

	Libraries
	 
	104,880 
	233,395 
	128,515 
	
	(2,870,662)
	(2,329,019)
	541,643 
	
	(712,795)
	(496,840)
	215,955 

	Management
	 
	399,242 
	472,025 
	72,783 
	
	(2,257,292)
	(2,244,004)
	13,288 
	
	(1,011,660)
	(1,084,781)
	(73,121)

	Museums
	 
	902,519 
	379,013 
	(523,506)
	
	(1,115,842)
	(916,204)
	199,638 
	
	(368,960)
	(330,254)
	38,706 

	Music Tuition
	 
	1,631,130 
	1,400,725 
	(230,405)
	
	(2,657,917)
	(2,645,924)
	11,993 
	
	(384,734)
	(344,634)
	40,100 

	Outdoor
	 
	422,717 
	331,693 
	(91,024)
	
	(676,983)
	(623,711)
	53,272 
	
	(157,015)
	(112,424)
	44,591 

	SLA
	 
	14,514,795 
	16,014,795 
	1,500,000 
	
	 
	 
	 
	
	 
	 
	 

	Sports
	 
	1,110,292 
	1,145,069 
	34,777 
	
	(1,557,206)
	(1,578,579)
	(21,373)
	
	(109,668)
	(103,228)
	6,440 

	Youthwork
	 
	58,492 
	126,343 
	67,851 
	
	(1,617,381)
	(1,615,279)
	2,102 
	
	(100,487)
	(118,650)
	(18,163)

	Surplus/(Deficit)
	 
	31,315,388 
	28,081,790 
	(3,233,598)
	
	(26,019,825)
	(23,758,613)
	2,261,212 
	
	(5,295,563)
	(5,009,443)
	286,120 


Commentary by Service                                                                                                                                                  APPENDIX D                                    

	Sector 
	Variance (£,000)
	Note

	Adult
	60
	Income projection above budget due to additional external funding with savings in Other Costs including learning materials.  

	Archives
	76 
	Underspend on staffing through vacancy management and savings from furlough.     

	Arts
	62
	Savings in staffing through Creative Learning and Exhibitions vacancies plus expenditure savings partially offset by loss of income.        

	Facilities
	(2,898)
	Loss of income due to the pandemic partially offset by savings in Staff Costs.   

	Libraries
	885
	Positive variance to budget due to saving in staff costs through limited opening hours plus JRS income and savings in other costs 

	Management
	13
	Income above budget due to additional grant funding, cost of redundancy payments offset by holiday accrual, other costs overspent due to additional building maintenance works.                      

	Museums
	(285)
	Income significantly affected by pandemic offset by savings in staffing and other operating costs.         

	Music Tuition
	(178)
	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
	7
	Income from lets at the Highland Football Academy and outdoor pitches significantly affected by pandemic, offset by savings in staff and other costs. 

	Sports
	20
	Reduction in funding from sportscotland in line with staff vacancies. 

	Youthwork
	52
	Funding from external bodies higher than anticipated partly offset by additional expenditure. 

	SLA
	1,500
	Additional funding from The Highland Council per guarantee against loss.   

	Operating Surplus/ (Deficit) 
	686
	


