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	  Summary

The purpose of this report is to update Directors on the financial performance of High Life Highland for quarter one 2025/26 and other relevant matters.
It is recommended that the Directors:
i. note the draft year end outturn for 2025/26 as detailed in Appendices A-C reports a projected deficit of £244k;
ii. note an update on Inverness Castle will be provided at the meeting;
iii. note the breach of internal controls; 
iv. note there have been no reportable data breaches in the last quarter:

v. note the award of contracts at paragraph 7.1; 

and
vi. note the requirement at paragraph 7.2 for contract approval out with the Board meeting schedule.
  


	1.

1.1
	Strategic Contribution

High Life Highland’s (HLH) purpose is Making Life Better. The HLH Strategy for 2025-2030, contains five strategic objectives which support the delivery of this purpose, and this report supports all of the outcomes in the strategy. 

1.
Delivery of affordable, accessible, and inclusive services across the region.

2.
Maximise and grow our income to re-invest across our services.

3.
Ensure a consistent high value of delivery across HLH services.

4.
Commit to the net zero and sustainability agenda.

5.
Efficient and effective service delivery through our people and processes.



	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 been scrutinised by the 11 August 2025 Finance and Audit Committee.


	3.

	Financial Performance for Quarter 1 2025/26 



	3.1

3.2

3.3


	The results for the period to June 2025 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.        
The draft outturn for the year to 31 March 2026 is a projected deficit of £244k with a negative variance to budget of £395k for income, £63k for Other Costs and £88k in Staffing.  

Of the £395k negative income variance, £270k relates to the projected shortfall in   revenue from the highlife leisure membership which is projected to achieve 97% of its target.  Further information on highlife is provided within the Performance Report elsewhere on the agenda. The projected income deficit of £37k in Community Venues and Engagement is due to the delay in completion of Bught Pavilion and Northern Meeting Park which is part of ongoing discussions between HLH and Senior Management in The Highland Council.          


	3.4
	Staffing and Other costs projected to be 0.3% and 1% over budget respectively with management working to achieve a break-even position by the year end.       

	4.
	Inverness Castle

	4.1
	Members will recall at the Board Meeting of 19 March 2025 the approval of a 2025/26 revenue budget for Inverness Castle.

                  

	4.2
	Taking into account start-up costs and partial year trading, the approved budget for the year was a deficit of £513k based on an August opening with all losses underwritten by the Highland Council.                

	4.3
	Since then, the projected opening date has been revised several times requiring regular budget revisions.  An update on the finances will be provided at the meeting.                  

	5. 

	Internal Controls


	5.1
	There has been one breach of internal control which occurred in January 2025.      


	5.2
	An HLH employee at a site operated by HLH on behalf of a third party was found to have stolen £6,290 of the third party’s income over a two and a half month period.                        



	5.3
	The process in place was for HLH to collect the income on behalf of the third party and deposit it directly into the third party’s bank account, providing backup paperwork for reconciliation purposes.               



	5.4
	When the treasurer of the third party reported the money hadn’t been banked, the employee immediately admitted they had the stolen the funds. The matter was subject to internal investigation and appropriate sanction per the Charity’s disciplinary processes.  The third party subsequently informed Police Scotland.                 

 

	5.5
	Following a review, procedures and guidance have been updated and checks have been undertaken by management to ensure compliance.  There was no financial liability to HLH.            



	6.
	Data Breaches



	6.1

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

	7.
	Procurement


	7.1
	The following contracts have been awarded:

Whereverly Ltd
HLH Website Development
Apr 25-Mar 30
Netwrx Ltd

Inverness Castle – Data and Wi-Fi Network Tender
Apr 25-Apr 28

Origin Fitness Ltd

Inverness Leisure Studio 3 Flooring Enhancement for Functional Fitness
Jun 25-Sep 25

Pure Roasters Coffee Ltd

Coffee equipment and product
Sep 25-Sep 29



	7.2

7.2.1
	Tender for Security Guard Services for Inverness Castle Experience.  
Directors were updated at the 18 June 2025 HLH Board meeting that a tender for Security Guard Services was being prepared.  The closing period for tenders was 5 August 2025 and tenders received have now been scored. Per the scheme of delegation this level of procurement requires Board approval.  As the due diligence process has been unable to be finalised to bring to this Board meeting  there will be a requirement to seek approval of this contract award out with the Board meeting schedule and via the delegated approval to a minimum of two office bearers (i.e. Chair, Vice Chair of the Board, Chair of the Finance and Audit Committee) in conjunction with the Chief Executive.


	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 the Directors:
i. note the draft year end outturn for 2025/26 as detailed in Appendices A-C reports a projected deficit of £244k;

ii. note an update on Inverness Castle will be provided at the meeting;

iii. note the breach of internal controls; 
iv. note there have been no reportable data breaches in the past quarter;
v. note the award of contracts at paragraph 7.1; and 

vi. note the requirement at paragraph 7.2 for contract approval of contract outwith the Board meeting schedule.



Designation:

Chief Executive
Date


21 August 2025
Author:
           Neil Johnston, Head of Finance
Consolidated 2025/26: April to June                                                                                                                           APPENDIX A
 
	
	 Budget
	 Actual (YTD)
	 Forecast (Year end )
	 Variance (Year End)

	Income
	34,682,023 
	8,234,728 
	34,287,059 
	(394,964)

	Staff Costs
	(28,771,563)
	(7,059,597)
	(28,683,362)
	88,201 

	Other Costs
	(5,910,460)
	(1,795,612)
	(5,847,794)
	62,666 

	Surplus/(Deficit)
	0 
	(620,481)
	(244,097)
	(244,097)


 Variance by Sector    











 
APPENDIX B 
	
	 Budget
	 Actuals YTD
	 Forecast (Year end )
	 Variance (Year End)

	Archives
	(789,959)
	(147,939)
	(772,046)
	17,913 

	Community Venues and Engagement
	(740,401)
	(226,414)
	(774,440)
	(34,039)

	Leisure
	(2,870,834)
	(1,005,683)
	(3,246,967)
	(376,133)

	Libraries
	(3,976,856)
	(1,024,536)
	(3,977,430)
	(574)

	Management
	(2,266,384)
	(639,427)
	(2,128,367)
	138,017 

	Museums & Galleries
	(1,236,182)
	(230,263)
	(1,222,179)
	14,003 

	Music Tuition
	(3,130,713)
	(886,069)
	(3,114,570)
	16,143 

	Countryside Rangers
	(528,839)
	(109,913)
	(543,343)
	(14,504)

	Sports
	(933,811)
	(468,732)
	(938,734)
	(4,923)

	Service Fee
	15,579,979 
	3,894,495 
	15,579,979 
	0 

	HC Financial Support
	894,000 
	224,000 
	894,000 
	0 

	Surplus/(Deficit)
	0 
	(620,481)
	(244,097)
	(244,097)


Variance by Category                                                                                                                                                      APPENDIX C 
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 Budget

 Actual 

(YTD)

 Forecast 

(Year end )

 Variance 

(Year End)

 Budget

 Actual 

(YTD)

 Forecast 

(Year end )

 Variance 

(Year End)

Archives 294,206  123,615  303,252  9,046  (1,041,443) (254,876) (1,037,387) 4,056  (42,722) (16,678) (37,911) 4,811 

Community 

Venues and 

Engagement

670,500  146,711  633,135  (37,365) (1,237,114) (301,775) (1,229,322) 7,792  (173,787) (71,350) (178,253) (4,466)

Leisure 13,321,006  3,356,783  13,025,767  (295,239) (13,323,895) (3,273,563) (13,379,313) (55,418) (2,867,945) (1,088,903) (2,893,421) (25,476)

Libraries 56,628  15,546  47,355  (9,273) (3,485,025) (821,907) (3,464,896) 20,129  (548,459) (218,175) (559,889) (11,430)

Management 977,424  34,548  935,480  (41,944) (2,218,113) (587,113) (2,109,932) 108,181  (1,025,695) (86,862) (953,915) 71,780 

Museums & 

Galleries

981,746  345,893  956,140  (25,606) (1,580,467) (385,066) (1,578,652) 1,815  (637,461) (191,090) (599,667) 37,794 

Music Tuition 593,801  19,356  593,801  0  (3,281,007) (804,100) (3,264,885) 16,122  (443,507) (101,325) (443,486) 21 

Rangers 120,500  30,002  103,500  (17,000) (597,126) (134,761) (597,283) (157) (52,213) (5,154) (49,560) 2,653 

Sports 1,192,233  43,779  1,214,650  22,417  (2,007,373) (496,436) (2,021,692) (14,319) (118,671) (16,075) (131,692) (13,021)

Service Fee 15,579,979  3,894,495  15,579,979  0  0  0  0  0  0  0  0  0 

HC Financial 

Support

894,000  224,000  894,000  0  0  0  0  0  0  0  0  0 

Surplus/   

(Deficit)

34,682,023  8,234,728  34,287,059  (394,964) (28,771,563) (7,059,597) (28,683,362) 88,201  (5,910,460) (1,795,612) (5,847,794) 62,666 

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


Commentary by Service                                                                                                                                                  APPENDIX D                                    

	
	 Variance (Year End)
	Notes

	Archives
	17,913 
	Positive projected variance to budget through vacancy management, additional income from new Nucleus contract and savings in other costs.

	Community Venues and Engagement
	(34,039)
	Negative projected variance to budget due to loss of income due to delay in completion of the Bught Pavilion .   

	Leisure
	(376,133)
	highlife membership income forecast to be £270k under budget. Staff costs are predicted to be 0.4% over budget (£55k) .

	Libraries
	(574)
	On budget.

	Management
	138,017 
	Savings in staff costs due to vacancy management and other costs including VAT Not Reclaimable (in line with previous year cost)  

	Museums & Galleries
	14,003 
	Projected income deficit due to NCVC Café (£17k) and HFM Donations (£8k) offset by savings in operational costs.

	Music Tuition
	16,143 
	Savings in staff costs through vacancy management.

	Rangers
	(14,504)
	Increased lettings target at Torrin Bunkhouse unlikely to be achieved with forecast in line with previous year income.        

	Sports
	(4,923)
	Small pressure due to increased travel costs but will look to bring in on budget by year end.

	Service Fee
	0 
	On budget

	HC Financial Support
	0 
	On budget

	Surplus/(Deficit)
	(244,097)
	 


