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FINANCE REPORT -   Report by Chief Executive
	Summary

The purpose of this report is to update Directors on the financial performance of High Life Highland for quarter two 2023/24 and other relevant matters.

[bookmark: _Hlk47340906]It is recommended that Directors note:

i. [bookmark: _Hlk15041846]the results for the period to September 2023 detailed in Appendix A reports a net deficit of £1.75m;
ii. the draft year-end outturn of a net deficit of £0.5m with mitigations through use of reserves and residual THC (The Highland Council) financial support totalling £400k;
iii. the projected negative year-end reserves position of minus £100k;
iv. the implementation of Pay Modelling; 
v. the award of contracts noted at paragraph 7.1; 
vi. agree to delegate authority to the Chief Executive in consultation with the Chair and Vice Chair to approve the tender detailed in paragraph 7.2;
vii. no breaches of internal controls have been reported in the last quarter: and        
viii. no data breaches have been reported in the past quarter. 




	1.

1.1
	Business Plan Contribution

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. [bookmark: _Int_2Kupte4V]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. [bookmark: _Int_pmvrqd6e]Develop and strengthen relationships with customers, key stakeholders and partners.
11. [bookmark: _Int_zWGjfVZf]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
	The Finance and Audit Committee receives regular reports detailing the financial performance of the charity and its trading company.


	3.

	Financial Performance for Quarter 2 2023/24 


	3.1






3.2






3.3





	[bookmark: _Int_lcATsqRd][bookmark: _Int_002dqXJ1][bookmark: _Int_fCapNuKr][bookmark: _Int_EpX1LuFM]The results for the period to September 2023 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 in Appendix D.        
        
[bookmark: _Int_blCbHZk5][bookmark: _Int_4reOEva6]The net position for the 6 months to the end of September is a deficit of £1.75m with a projected year end deficit of just over £0.5m.  The forecasted year-end deficit has increased by £250k since the reporting of the Q1 results at the last Committee meeting in August following an increased average pay offer of 8%. The full detail of the pay offer has yet to be confirmed and has been rejected by the union Unison pending further clarification.                                    

[bookmark: _Int_BvHArAHc][bookmark: _Int_UR0vRD8h][bookmark: _Int_ciJTgDRK][bookmark: _Int_Bxur4asX]Income is forecast to be circa £250k under budget for the year with Leisure Facilities accounting for £212k of the deficit.  At the halfway point in the year, income from the highlife membership scheme is at 99% of target and projected to achieve 98% of budget at year end.  Achieving this requires monthly highlife revenue to increase over 6% each month from £573k in September 2023 to £609k in March 2024.  Should highlife income remain constant for the remainder of the year, the projected deficit will increase by circa £115k.                   
 

	3.4





3.5
	[bookmark: _Int_lkQyZyLQ][bookmark: _Int_IW7Oit72][bookmark: _Int_Imk1LV0q]With £195k in uncommitted and unrestricted reserves and an additional £196k in financial support available from THC, HLH is currently facing a negative reserves position of circa £100k at the year end.  Whilst the Scottish Government has stated its intent to provide additional funding for the pay award, the value of this is as yet unclear.             

[bookmark: _Int_mp5QSKzX]HLH will continue to work on achieving further savings and mitigations throughout the remainder of the year.              
   

	4.

4.1

	Pay Modelling  

At the 14 March 2023 Board meeting, Directors approved the creation of a £300k designated reserve to fund two years backpay following the introduction of a CoSLA-negotiated revised pay scale providing pay progression for employees currently earning the Living Wage.
                         

	4.2
	[bookmark: _Int_2Kn4SHm8]Following consultation with THC’s Payroll Section, the implementation of the new pay scale with backpay to 1 April 2023 is planned for early 2024.  The detail of further backpay will the subject of negotiation with the unions.         



	5. 

	Internal Controls


	5.1
	[bookmark: _Int_aMIKXBJN]There have been no breaches of internal controls in the last quarter.            
  

	6.

6.1

	Data Breaches

[bookmark: _Int_oNTIqEqE]There have been no data breaches reportable to the Information Commissioner in the last quarter.        


	7.
	Tenders Approved/Contracts Awarded


	7.1








	Following consideration by the Chair and Vice Chair, Aqua Leisure Ltd were awarded the contract for Swimming Pool Water Treatment chemicals for the period October 2023 to October 2027.  The following contract has also been awarded:

	Art Hire Framing
	Inverness Castle – Framing of the Tapestry of the Highlands and Islands
	Nov 23-Mar 24




	7.2
	Future Contract Approval

	7.2.1
	A tender for the Provision of Retail Sales Good closes on 6 December 2023 which requires to be awarded by 20 December 2023.  Per the Scheme of Delegation, this level of procurement requires Board approval.  As this is required between Board meetings, it is recommended that approval is delegated to the Chief Executive in consultation with the Chair and Vice Chair.


	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 Directors note:

i. the results for the period to September 2023 detailed in Appendix A reports a net deficit of £1.75m;
ii. the draft year-end outturn of a net deficit of £0.5m with mitigations through use of reserves and residual THC (The Highland Council) financial support totalling £400k;
iii. the projected negative year-end reserves position of minus £100k;
iv. the implementation of Pay Modelling; 
v. the award of contracts noted at paragraph 7.1; 
vi. agree to delegate authority to the Chief Executive in consultation with the Chair and Vice Chair to approve the tender detailed in paragraph 7.2;
vii. no breaches of internal controls have been reported in the last quarter: and        
viii. no data breaches have been reported in the past quarter. 



    	
Designation:		Chief Executive

Date			15 November 2023

Author:	           Neil Johnston, Head of Finance

Consolidated 2023/24: April to September                                                                                                               APPENDIX A	 
	
	 Budget
	 Actual (YTD)
	[bookmark: _Int_t9rSKtEI] Forecast (Year end )
	 Variance (Year End)

	Income
	34,253,243 
	15,576,548 
	33,996,075 
	(257,168)

	Staff Costs
	(28,543,897)
	(14,294,508)
	(28,976,796)
	(432,899)

	Other Costs
	(5,709,346)
	(3,027,739)
	(5,524,161)
	185,185 

	Surplus/(Deficit)
	0 
	(1,745,699)
	(504,882)
	(504,882)












 Variance by Service                   												 	APPENDIX B 

	
	 Budget
	 Actuals YTD
	[bookmark: _Int_YwR74a5R] Forecast (Year end )
	 Variance (Year End)

	Adult
	(691,777)
	(313,555)
	(666,183)
	25,594 

	Archives
	(750,110)
	(334,807)
	(728,388)
	21,722 

	Facilities
	(4,043,784)
	(2,287,761)
	(4,539,233)
	(495,449)

	Libraries
	(3,622,335)
	(1,719,392)
	(3,535,278)
	87,057 

	Management
	(3,156,082)
	(1,509,107)
	(3,104,773)
	51,309 

	Museums & Galleries
	(1,005,684)
	(434,929)
	(1,019,192)
	(13,508)

	Music Tuition
	(1,664,832)
	(1,743,732)
	(1,686,904)
	(22,072)

	Rangers
	(465,589)
	(230,568)
	(509,912)
	(44,323)

	Service Fee
	14,887,087 
	8,036,671 
	14,887,089 
	2 

	THC Financial Support
	3,000,000 
	0 
	3,000,000 
	0 

	Sports
	(637,596)
	(329,249)
	(700,509)
	(62,913)

	Youthwork
	(1,849,298)
	(879,270)
	(1,901,599)
	(52,301)

	Surplus/(Deficit)
	0 
	(1,745,699)
	(504,882)
	(504,882)











Variance by Category                                                                                                                                                    APPENDIX C 
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Commentary by Service                                                                                                                                       APPENDIX D                                    
	      
	 Variance (Year End)
	Notes

	Adult
	25,594 
	[bookmark: _Int_ZhcDS1bf]Savings in Other Costs including Thematic Projects and Travel, above budget pay award mitigated through vacancy management.   

	Archives
	21,722 
	[bookmark: _Int_PsrHp8H9][bookmark: _Int_dKaFu0fE]Income target for room hire unachievable following reduction in lets and lower than anticipated conservation income.  Above budget pay award mitigated through vacancy management including maternity leave.   

	Facilities
	(495,449)
	[bookmark: _Int_Oo65fQiI]highlife income projected to be £100k under budget, catering income forecast reduced following closure of Café Aqua and Canal Park. Overspend on Staffing Costs due to above budget pay award mitigated by vacancy management.         

	Libraries
	87,057 
	Positive projected variance to budget due to significant savings in Staff Costs through vacancy management.

	Management
	51,309 
	Above budget pay award mitigated through vacancies in Business Support, Marketing, ICT and Human Resources, partially offset by £35k increase in insurance premium.

	Museums & Galleries
	(13,508)
	Income on target, additional staff costs due to above budget pay award mitigated by savings through vacancy management and Other Costs.

	Music Tuition
	(22,072)
	[bookmark: _Int_UTNPl8im]Projected overspend in Staff Costs due to above budget pay award mitigated by vacancy management savings and savings in equipment purchase and repairs.    

	Rangers
	(44,323)
	Negative income variance due to lower than anticipated bunkhouse revenue. Pressure from above budget pay award partly mitigated through savings in Other Costs. 

	SLA/ Support
	2 
	On budget

	Sports
	(62,913)
	Projected overspend due to above budget pay award.

	Youthwork
	(52,301)
	[bookmark: _Int_5UtCDIuq]Above budget pay award mitigated through vacancy management.  Projected overspend in Other Costs due to planned cost of living support for children. 

	Surplus/(Deficit)
	(504,882)
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 Budget

 Actual 

(YTD)

 Forecast 

(Year end )

 Variance 

(Year End)

 Budget

 Actual 

(YTD)

 Forecast 

(Year end )

 Variance 

(Year End)

 Budget

 Actual 

(YTD)

 Forecast 

(Year end )

 Variance 

(Year End)

Adult 118,582  38,202  119,202  620  (755,890) (329,965) (755,633) 257  (54,469) (21,792) (29,752) 24,717 

Archives 294,345  163,776  275,544  (18,801) (999,525) (478,213) (970,968) 28,557  (44,930) (20,370) (32,964) 11,966 

Facilities 11,472,065  5,808,952  11,260,083  (211,982) (12,716,111) (6,576,210) (13,158,099) (441,988) (2,799,738) (1,520,503) (2,641,217) 158,521 

Libraries 36,344  26,498  50,398  14,054  (3,116,151) (1,463,010) (3,042,303) 73,848  (542,528) (282,880) (543,373) (845)

Management 457,793  226,030  452,824  (4,969) (2,563,272) (1,193,886) (2,469,228) 94,044  (1,050,603) (541,251) (1,088,369) (37,766)

Museums & 

Galleries

900,638  571,824  899,747  (891) (1,347,264) (748,569) (1,393,665) (46,401) (559,058) (258,184) (525,274) 33,784 

Music Tuition 1,748,801  3,724  1,726,561  (22,240) (3,000,277) (1,491,988) (3,052,647) (52,370) (413,356) (255,468) (360,818) 52,538 

Rangers 91,784  54,925  71,898  (19,886) (512,253) (275,497) (546,784) (34,531) (45,120) (9,996) (35,026) 10,094 

Service Fee 14,887,087  8,036,670  14,887,087  0  0  1  2  0  0 

HC Financial 

Support

3,000,000  0  3,000,000  0 

Sports 1,152,912  600,326  1,158,514  5,602  (1,682,237) (878,017) (1,748,380) (66,143) (108,271) (51,558) (110,643) (2,372)

Youthwork 92,892  45,621  94,217  1,325  (1,850,917) (859,154) (1,839,091) 11,826  (91,273) (65,737) (156,725) (65,452)

Surplus/(Deficit

)

34,253,243  15,576,548  33,996,075  (257,168) (28,543,897)(14,294,508) (28,976,796) (432,901) (5,709,346) (3,027,739) (5,524,161) 185,185 

Income (£) Staff Costs (£) Other Costs (£)


