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2011-12 OUTTURN and 2012-13 BUDGET PROPOSAL

Introduction

1. This paper sets out the budget for 2012-13 and provides a cautious forecast for 2011-12 outturn.

2. The purpose of this paper is to seek Council’s approval for the budget at Appendix A.

3. A separate paper has been presented to Council asking for approval to change the way the ECF is funded.  This has been reflected in the proposed budgets for Membership and Game Fee income for 2012-13.  

2011-12 Outturn

4. The ECF is expected to generate a deficit of £12,000 compared to a budgeted deficit of £11,700 in year.  The main variances from budget are as follows:

· Membership income: is currently forecast to be £2,000 under budget.  This is not unexpected due to the uncertainty over the future membership model.

· Gamefee income: we are continuing to receive less game fee than budgeted or forecast.  Although most game fee income is eventually received, I have not included expected receipt of arrears in the forecast.

· Yearbook: income is currently forecast to be below budget.  Costs have remained high, largely due to the fact that the 2012 yearbook has more pages than in previous years.

· Management Services: the key savings are on insurance costs and telecommunications costs.  All other costs remain stubbornly high.

· Grading: costs reduced due to a renegotiation of the grading contract during the year.

· Home Chess: costs will be greater than budget due to expenses incurred in running the National Club Championship.

· Junior Chess: there are always risks to this budget due to the nature of the activities contained therein.  During this year additional costs were incurred paying for competitors insurance.

· British Championship: achieved a surplus of £1,000 compared to a budgeted deficit of £4,000.

2012-13

Introduction

5. The 2012-13 budget projects that the ECF will generate a deficit of £5,800.  £5,000 of this will be met by a grant from the John Robinson Trust to support Junior Chess activities.  However, there are £9,000 of one off costs in the budget (see paragraphs 12 and 15).  Therefore, this should not recur in subsequent years.
6. Where appropriate I have considered that outturn in 2011-12 is a reasonable guide to projected net costs in 2012-13.   

7. The budget is for the calendar year 1 May 2012 to 30 April 2013.  I have presented a paper on the implications of changing the ECF's accounting year.  At this point, this paper is for information only, so the budgeting implications of changing the accounting year are not reflected in the budget presented to Council.

Income from Direct Members/Game Fee

8. I have assumed that the revised funding proposal will be adopted and that 85% of active players (in effect, those playing three games or more a year) will become direct members.  The reason for this is that due to the proposed increases in game fee rate, this model brings in less income than assuming a lower level of take-up of membership but the same level of chess activity.  A sensitivity analysis of the impact of different levels of take-up of membership is attached at Appendix B.
9. As soon as 2012-13 pricing is confirmed, we will start selling new memberships and seeking renewals.  However, I am content that the ECF has a sufficiently healthy cash position to continue in operation throughout the summer with minimal cash inflows.
10. The Board is proposing four levels of membership and that prompt payment of membership fees will give a £1 rebate.  The budget assumes that the rebate always applies and that no one will chose Platinum membership.  There are currently 300 full members.  Some full members may choose to purchase a Platinum membership.  In reality, if 100 of those members choose to support the ECF by buying a Platinum membership under the new scheme then the ECF will generate an extra £1,800 income (net).

11. The impact of multi-year memberships has not been factored into the budget.  At the proposed rates, if 10% of members spread evenly across all membership categories choose to buy a three year membership, then the annual reduction in revenue will be £730.
12. The Board is also looking into introducing an online membership system.  Although in the long run, this will lead to administrative efficiencies there will be set-up costs.  I have included a one-off provision of £7,500 for introducing the new system.  This has been netted off Direct Member receipts in the budget in Annex A.
13. Game fee income will be greatly reduced under the new funding structure.  I have assumed that the current level of graded chess will remain unchanged.  Assuming that the 15% of active chess players who do not buy memberships play an average of three games per annum, they will each generate £9 in revenue for the ECF.
Certificate of Merit

14. We have terminated development of CoM.  However, we do have some stock of booklets and DVDs and some sales are still being made.  The expenditure recognised in the budget represents the cost of sales.

Management Services

15. Although we have made efficiency savings in some areas, I have forecast that some Management Services costs will increase.  We have included a £1,500 budget for providing staff with general training in financial accounting and production of management information.
Programme Expenditure

16. The renegotiation of the Grading contract is forecast to generate a saving of £1,500. The Director of Home Chess is props
17. As in 2011-12 we are taking a prudent view of the British Championship and forecasting a deficit of £4,000.

18. The Junior budget has decreased by £3,000 and the International budget has increased by £4,000.  The main reason for this is the transfer of responsibility for administering the English team at the World Junior Championships from the Junior to the International directorate.  Currently all insurance costs are allocated to the Junior budget.  However, some of these costs may be transferred to the International budget during the year.
Risks and opportunities

19. As noted in the Membership and Game fee income section above, the key risks and opportunities to the proposed budget lie in whether the level of chess played remains constant under the new funding structure.  Take-up of membership is not such a significant risk as we have used the most conservative assumption when forecasting revenue.  Where possible, I have tried to take a cautious outlook.  Therefore, assuming that Council approves the new structure, the ECF may receive more income than forecast.

20. Both the Junior and International budget are subject to a certain level of risk.  This can be due to exchange rate fluctuations or organisers notifying the ECF of additional costs at short notice.  Events such as the volcanic ash cloud could strand competitors overseas, leading to increased cost.  Although the ECF has travel insurance, the amount that could be recovered from insurance companies is untested.  Much of the cost of sending competitors to junior events is born by their families.  If a competitor pulls out of an event at short notice, the ECF may not be able to recover all costs. 

21. The British Championship is always subject to a certain level of risk.  If the number of entries is lower than expected, the event will generate an increased deficit.
Gareth Caller

21 March 2012

APPENDIX A – Projected outturn 2011-12 & Summary Budget 2012-13
	
	Budget

2011-12
	Projected

Outturn
	Proposed Budget

2012-13

	Income 

	Direct Members / MO’s
	52,000
	54,200
	100,500

	Game Fee
	62,000
	58,500
	20,000

	Yearbook Income
	3,500
	2,500
	2,500

	Certificate of Merit
	0
	300
	300

	Other Income
	3,200
	4,200
	4,500

	
	120,700
	119,700
	129,800

	General Expenditure

	Staff Costs
	53,000
	59,000
	52,500

	Management Services
	34,000
	32,000
	31,800

	Certificate of Merit
	0
	0
	50

	Yearbook Expenditure
	3,500
	3,000
	2,700

	Loan Interest
	1,200
	1,200
	1,200

	
	91,700
	94,200
	88,150

	Programme (Income)/Expenditure – net

	Grading
	8,000
	9,400
	9,300

	Home Chess
	(400)
	(500)
	(150)

	British Championships
	4,000
	(1,000)
	4,000

	Coaching
	(400)
	300
	0

	Women’s Chess
	1,500
	800
	200

	International
	20,500
	20,000
	24,000

	Junior Chess
	7,000
	9,000
	4,600

	Marketing & Publicity
	500
	500
	500

	
	40,700
	38,500
	42,450

	Contingency
	5,000
	N/A*
	5,000

	Total Expenditure
	132,400
	132,700
	135,600

	(Deficit)/Surplus
	(11,700)
	(13,000)
	(5,800)

	Grant from JR Trust
	5,000
	5000
	5,000

	Financing
	15,000
	15,000
	0

	Movement in Reserves
	8,300
	7,000
	(800)


* £2,000 of the contingency included in the budget was utilised in year.

Both 2011-12 outturn and the 2012-13 budgets have been rounded.  Therefore, expenditure on individual line items will not always equal the figures in the supporting detailed spreadsheets (Appendix C).



