	HIGH LIFE HIGHLAND 

REPORT TO BOARD OF DIRECTORS
28 AUGUST 2024  
	AGENDA ITEM 

REPORT No HLH   /24


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 one 2024/25 and other relevant matters.
It is recommended that Directors:
i. note the draft year end outturn for 2024/25 as detailed in Appendices A-C reports a projected deficit of £24k;
ii. note no breaches of internal controls have been reported in the past quarter; 

iii. note no reportable data breaches have been reported in the past quarter;
iv. note that the charity remains Teckal compliant; 
v. approve the award of the Leisure Management System contract at paragraph 7.1.

  


	1.

1.1
	Business Plan Contribution

High Life Highland’s (HLH) purpose is Making Life Better.  The HLH Business Plan contains eleven Business Outcomes which support the delivery of this purpose, and this report supports the following highlighted outcomes from the 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 been scrutinised by the 12 August 2024 Finance and Audit Committee.



	3.

	Financial Performance for Quarter 1 2024/25 



	3.1

3.2

3.3


	The results for the period to June 2024 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 2025 is a projected deficit of £24k with a negative variance to budget of £71k for income and £18k for Other Costs partly mitigated by a saving of £66k in staffing costs through vacancy management.  

The 2024/25 revenue budget was calculated based on a 3% pay award with a corresponding increase in the Service Fee provided by The Highland Council (THC) in accordance with the revised funding arrangement.  Should the final CoSLA pay settlement be higher than budgeted, it is expected that additional funding will be provided.

	3.4
	Income from the highlife leisure membership scheme is slightly behind (0.05%) target for Q1 earning £1.962m against a target of £1.963m. 

	4. 

	Internal Controls


	4.1
	There have been no breaches of internal control in this quarter.  


	5.
	Data Breaches



	5.1

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

	6.
6.1


	Teckal Compliance – Annual Statement

Among other requirements, an Arm’s Length Organisation such as HLH is “Teckal compliant” if at least 80% of the activity (turnover) of the Teckal company is for its public sector owners.  This allows for up to 20% trading with third parties outside of their ‘Teckal’ contract.



	6.2

	An assessment, as part of the year end procedure, was carried out to ensure that HLH is operating within the so called Teckal parameters in respect of the two key tests: 1) Control test and 2) Functional test.

	6.3
	The assessment confirms that 89% of HLH turnover for 2023/24 was generated as a result of work undertaken for THC.  Following Brexit, Teckal legislation is due to be replaced by The Procurement Bill in the next year, an update will be provided at a future meeting.   


	7.
	Tenders Approved/Contracts Awarded


	7.1
	Leisure Management System - in line with the Scheme of Delegation (where approval of any award of a contract/tender which exceeds the UK Find a Tender level (currently £179,087 exc. VAT), approval is sought to award the contract to Gladstone.  The value of the contract is £341,610 for the initial 3-year period.

	
	

	7.2
	The G-Cloud 13 framework allows organisations to buy a product/service directly without having to go through procurement as suppliers have already been approved through rigorous checks and regulations. G-Cloud contracts run for 3 years with 2 optional single year extensions.

	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:
i. note the draft year end outturn for 2024/25 as detailed in Appendices A-C reports a projected deficit of £24k;

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

iii. note no reportable data breaches have been reported in the past quarter;
iv. note that the charity remains Teckal compliant; 

v. approve the award of the Leisure Management System contract at paragraph 7.1.
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Consolidated 2024/25: April to June                                                                                                                           APPENDIX A
 
	
	 Budget
	 Actual (YTD)
	 Forecast (Year end )
	 Variance (Year End)

	Income
	35,904,600 
	7,637,964 
	35,833,317 
	(71,283)

	Staff Costs
	(30,039,277)
	(7,256,040)
	(29,973,766)
	65,511 

	Other Costs
	(5,865,323)
	(1,337,602)
	(5,883,407)
	(18,084)

	Surplus/(Deficit)
	0 
	(955,678)
	(23,856)
	(23,856)


 Variance by Sector    











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

	Adult
	(740,250)
	(232,591)
	(742,265)
	(2,015)

	Archives
	(776,343)
	(122,765)
	(748,756)
	27,587 

	Facilities
	(3,647,376)
	(1,136,921)
	(3,754,191)
	(106,815)

	Libraries
	(3,566,974)
	(960,471)
	(3,549,744)
	17,230 

	Management
	(3,376,483)
	(537,885)
	(3,491,357)
	(114,874)

	Museums & Galleries
	(1,096,734)
	(347,916)
	(1,092,472)
	4,262 

	Music Tuition
	(2,963,393)
	(819,095)
	(2,931,893)
	31,500 

	Rangers
	(502,670)
	(92,001)
	(490,592)
	12,078 

	Sports
	(740,675)
	(408,627)
	(731,042)
	9,633 

	Youthwork
	(1,999,441)
	(458,991)
	(1,901,883)
	97,558 

	Service Fee
	16,646,339 
	4,161,585 
	16,646,339 
	0 

	HC Financial Support
	2,764,000 
	0 
	2,764,000 
	0 

	Surplus/(Deficit)
	0 
	(955,678)
	(23,856)
	(23,856)


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)

Adult 175,582  0  190,690  15,108  (867,531) (211,390) (882,639) (15,108) (48,301) (21,201) (50,316) (2,015)

Archives 294,206  123,074  292,191  (2,015) (1,027,827) (241,302) (997,169) 30,658  (42,722) (4,537) (43,778) (1,056)

Facilities 12,521,448  2,883,733  12,436,149  (85,299) (13,405,502) (3,269,907) (13,472,018) (66,516) (2,763,322) (750,747) (2,718,322) 45,000 

Libraries 49,559  9,850  64,207  14,648  (3,074,005) (755,158) (3,097,075) (23,070) (542,528) (215,163) (516,876) 25,652 

Management 477,387  160,500  477,387  0  (2,698,330) (633,001) (2,673,204) 25,126  (1,155,540) (65,384) (1,295,540) (140,000)

Museums & 

Galleries

996,193  198,970  980,781  (15,412) (1,476,019) (376,988) (1,461,858) 14,161  (616,908) (169,898) (611,395) 5,513 

Music Tuition 593,801  2,424  593,801  0  (3,113,687) (752,821) (3,106,237) 7,450  (443,507) (68,698) (419,457) 24,050 

Rangers 83,500  41,113  86,041  2,541  (541,050) (124,188) (545,675) (4,625) (45,120) (8,926) (30,958) 14,162 

Sports 1,173,907  45,441  1,173,907  0  (1,807,311) (436,891) (1,812,475) (5,164) (107,271) (17,177) (92,474) 14,797 

Youthwork 128,678  11,274  127,824  (854) (2,028,015) (454,394) (1,925,416) 102,599  (100,104) (15,871) (104,291) (4,187)

Service Fee 16,646,339  4,161,585  16,646,339  0  0  0 

HC Financial 

Support

2,764,000  0  2,764,000  0  0 

Surplus/   

(Deficit)

35,904,600  7,637,964  35,833,317  (71,283) (30,039,277) (7,256,040) (29,973,766) 65,511  (5,865,323) (1,337,602) (5,883,407) (18,084)

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


Commentary by Service                                                                                                                                                  APPENDIX D                                    

	
	 Variance (Year End)
	Notes

	Adult
	(2,015)
	Projected overspend in staffing matched by additional income for ESOL. 

	Archives
	27,587 
	Projected underspend due to Archive Assistant vacancy at HARC. No plans to fill. 

	Facilities
	(106,815)
	Income forecast to be 0.7% under budget based on current trend and partly due to closures and bad weather at Ben Nevis Visitor Centre.  Staff costs outturn is 0.5% above budget, Management are monitoring and taking measures to bring the variance down.     


	Libraries
	17,230 
	Positive projected variance to budget due to anticipated increase in income and savings in Other Costs offsetting slight overspend in wages.  

	Management
	(114,874)
	£140k overspend in Other Costs due to increase in Insurance Premium partly offset by vacancy management savings in Business Support.

	Museums & Galleries
	4,262 
	Projected loss of income at North Coast Visitor Centre café due to closures mitigated by corresponding savings in staff costs.  

	Music Tuition
	31,500 
	Projected savings in music equipment and repairs and small staff cost saving due to vacancies. 

	Rangers
	12,078 
	Forecast savings in Other Costs mitigating small projected overspend in staffing.    

	Service Fee
	0 
	Per budget

	HC Financial Support
	0 
	Per budget

	Sports
	9,633 
	Forecast savings in Other Costs mitigating small projected overspend in staffing.    

	Youthwork
	97,558 
	Projected underspend in staff costs based on current vacancies and use of external funding.

	Surplus/(Deficit)
	(23,856)
	 


�How does thos tally with staff costs savings ?





