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Highland Opportunity Limited

Report by Director of Development and Infrastructure

SUMMARY

This report provides a summary of Highland Opportunity Limited’s financial performance
and activities during the financial year 2014/2015. In addition, it provides details of the
Company’s recent performance against a range of targets set for it as part of its contract
with the Council to deliver business support to Highland businesses.

Committee is invited to:

. note the performance of Highland Opportunity Limited and its subsidiary companies
during 2014/2015;

. accept the financial statements for year ending 31 March 2015 of Highland
Opportunity Limited on behalf of the Council (appendix 1); and

o Note the shareholder review now underway and the scope of the review (appendix
2).

1. Introduction

1.1 Highland Opportunity Ltd. (HOL) is the Council’s wholly owned Enterprise Trust.
The company was incorporated in 1986 as a company limited by guarantee with
the mission to help businesses in the Highlands to start up and grow, and to create
or sustain employment. At 31 March 2015 the HOL Group net asset value
amounted to £2.90m. In financial year 2014/15 the group had a turnover of £1.66m
and made an operating loss of £0.296m

1.2 HOL'’s present business activity falls into the following work streams:

e financial assistance to Small and Medium sized Enterprises (SME’s):
Affordable loan finance is offered to businesses to create or sustain
employment in the Highlands. 17 businesses were awarded loan
assistance amounting to £511.8k within the 2014/15 financial year. The
Company holds the Highland agency for the Prince’s Trust Youth Business
Scheme (PTYBS). A further £8.9k worth of HOL loans were approved to
match fund PTYBS loans to 3 young clients during the year. The
Opportunity Fund and PTYBS assistance has helped sustain or create 164
full time jobs. Throughout the year 16 PTYBS clients were supported. All
loans are supplemented by professional business advice and aftercare
support. All commercial investment activity is handled by HOL'’s subsidiary
company Highland Opportunity (Investments) Limited;




community support and social enterprise: HOL's Community Enterprise
Loan Fund provided discretionary loan finance to social enterprises, for
example, community owned businesses. In 2014/15 the Community
Enterprise Loan Fund (CELF) approved no loan assistance. HOL works
closely with the Highlands and Islands Social Enterprise Zone (HISEZ)
Community Interest Company. This organisation operates in partnership
with the Just Enterprise consortium to support the start-up and growth of
social enterprises. HISEZ purchased the West End Business Suite from
HOL during 2014/15 is now located there. Previously HISEZ was co-located
with HOL in its Castle Street offices.

Following a recent review of operations and performance the board has
agreed to wind up the CELF and to continue to support community
enterprises via the mainstream Opportunity Fund;

European Business Support (EBS): HOL is a partner (with HC, HIE and SE)
in the Scottish Enterprise Europe Network consortium. The European
Commission awarded the consortium a new 2 year contract commencing
January 2015. The EEN service provides free practical help to Highland
businesses seeking European business opportunities by providing access to
market research, information, business contacts, partner information and
matching at European trade fairs or missions. During 2014/15 HOL’s EEN
team lead a joint initiative to clarify the international assistance available to
SMEs in the Highlands and Islands. They also hosted 233 delegates at
information events, 385 businesses received support to export or explore
overseas opportunities and 67 businesses made direct connections with
potential business partners through EEN;

business premises: HOL provides low cost office accommodation for rent in
its premises in Alness Enterprise Centre, Ness Horizons Business Centre
(NHBC) at Beechwood Business Park, and in the office at 81a Castle Street,
Inverness. During the year HOL sold premises in Wick and in Inverness.
Across the remaining property portfolio occupancy levels vary reflecting the
challenging property market. During 2014/15 the higher quality
environments of NHBC and the Alness Enterprise Centre supported
consistently high average occupancy rates of 94%, while the Castle Street
property supported average annual occupancy of 77%. Average occupancy
levels during the financial year, including poorly performing property now
sold, were 58%;

Business Gateway: HOL delivers the Business Gateway service under
contract for Highland & Moray Councils through a three year ‘shared service
agreement’. During 2014/15 Business Gateway assisted 374 business
start-ups. 189 businesses received expert advice and 208 business courses
and events were delivered for 1600 delegates. Via the Create and Employ
programme business advisers provided advice to 323 businesses and
created 58 new jobs with first time employers. The Business Gateway
service handled over 1,603 business enquiries from businesses at various
stages of development from start-up to those planning for growth. 1 client
company was accepted into HIE Account Management during the year; and




1.3

1.4

1.5

2.1
2.2

3.1

3.2

e Start Up Loan company: During the year 39 applications to the Start Up
Loan Company were assessed by HOL for Highland and Moray Councils.
13 were approved. HOL earned £5.2K for the assessment work.

The 2014/15 Directors’ report and financial statements for the HOL group were
approved by the HOL board on the 2 October 2015. They are attached as
appendix 1.

Copies of the 2014/15 Directors’ report and those for HOL’s subsidiary companies
Highland Opportunity (Investments) Ltd., Highland Opportunity (EBS) Ltd.,
Highland Opportunity (Communities) Ltd., and Ness Horizons Limited are available
on the committee bulletin and in hard copy in the Members’ library.

The 2014/15 Annual Report outlines HOL’s performance during 2014/15 and
provides a summary of financial performance. Marie Mackintosh, the HOL Chief

Executive, will attend the Committee.

Performance Summary 2014/15

The table below summarises HOL’s performance against targets in 2014/15.

Performance against HOL’s Contract Targets Target | Actual
Businesses assisted with discretionary loans 30 17
Number of PTYBS Clients match funded 10 3
Total value of PTYBS match funding £20k £8.9k
No of PTYBS clients supported 30 16
Number of Community Enterprises assisted with 3 0
loans (CELF)

Total value of CELF loans £50k £0k
Number of jobs created or retained (HOL, PTYBS) N/A 164
Total value of business loans (Opportunity Fund) £500k | £511.8k
Average occupancy level of property 100% 58%
BG No of Business start-ups (volume) 402 374
BG No of business enquiries 2600 1603
BG No of companies into HIE Account Management 19 1
BG Businesses receiving specialist advice 180 189
BG Business courses delivered 170 208
BG No of delegates on business courses 1380 1600

Review of Highland Opportunity Ltd

During 2014/15 directors and staff of Highland Opportunity Ltd have worked
hard towards a profitable and sustainable business model for the organisation.
In this regard the Council’s Finance Service has contributed significantly.

Despite the efforts of directors and staff the financial position at the end of
2014/15 has been very disappointing. The large deficit has mainly been the
result of:

e pension adjustments allocated to profit and loss account ( - £148Kk);
e LEADER 2007/13 Programme losses ( - £60k); and
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e losses generated as a result of the sale of property ( - £64k)

A meeting of the HOL board on 28 August 2015 agreed that a shareholder
review of HOL should be undertaken by Highland Council and on 2 October
2015 the scope of that review was agreed by the board. The agreed scope is
attached at appendix 2 for information.

In line with the agreed scope an internal cross service review group has been
established and is looking at options considered to be within scope. The HOL
board will receive interim updates as progress is made and the final report and
recommendations will come to Committee in February 2016 for consideration
and approval.

Implications

Resource, and climate change/Carbon Clever: There are no resource or
climate change/Carbon Clever implications arising from this report.

Legal, risk, Gaelic and equality: There are no legal, risk, Gaelic or equality
implications attached to this report.

Rural: There are no additional rural implications arising from this report.
During the course of the financial year HOL seeks to assist business growth in
both rural and urban areas of the Highlands. Performance results demonstrate
HOL'’s significant contribution to the rural economy of the Highlands.

Fit with the Single Outcome Agreement

The report considers actions that support delivery of SOA objectives for a
competitive, sustainable and adaptable Highland Economy.

RECOMMENDATION

Committee is invited to:

note the performance of Highland Opportunity Limited and its Subsidiary
Companies during 2014/2015;

accept the financial statements for year ending 31 March 2015 of Highland
Opportunity Limited on behalf of the Council (appendix 1); and

note the shareholder review now underway and the scope of the review at
appendix 2 of the report.




Designation: Director of Development and Infrastructure

Date: 6 October 2015
Author: George Hamilton, Head of Environment & Economic Development
(Ext: 2252)

Background papers:
e Highland Opportunity Limited: Director’'s Report and Financial Statements for the year
ended 31% March 2015.
e Highland Opportunity Limited: Business Support Report — Quarter 4 to 31 March
2015.
e Shareholder review. Scope agreed by Highland Opportunity Board 2" October 2015.
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Highland Opportunity Ltd
Shareholder Review

1.0 Background

Following some unexpected financial statements in the annual accounts, the board of Highland
Opportunity Ltd has concerns and wishes to test the reliability of the organisations financial recovery
plans and has therefore agreed (28™ August 2015) to review the organisation and its financial
position. The board also felt the company shareholder (HC) might use the opportunity to review
whether HOL was the most effective way to deliver current services for HC. The board therefore
requested that the Highland Council:

e Consider HOL as the vehicle for efficient delivery of current services.

e Review HOL'’s financial recovery plan and its realistic contribution towards future financial
sustainability.

2.0 Scope
e All financial aspects, activities, assets and structure of the HOL organisation are within scope.

e Consultation should take place with appropriate HOL staff, customers, partners and board
members.

3.0 Review process

The review will be conducted by an internal HC team comprising representatives from:
e Development and Infrastructure (Business Gateway and Property)
e Finance

e Corporate Development (Legal advice and Human Resources)

4.0 Options in scope

The following options are identified as the most appropriate:

e Consider any appropriate additional activities HOL could deliver for HC
e Retain current organisation, structure, assets and activities

e Retain HOL but with reduced activity

e Bring activity in house, retaining current activity

e Bring in house with reduced activity

5.0 Governance

e Scope agreed with HOL board (Chair and Vice Chair) — Sept 2015

e Interim progress briefings to HOL board members — Oct/November/Dec 2015

e Draft final report and recommendations to HOL board — December 2015

e Final report and recommendations to PDI Committee for approval — February 2016

5.0 Timescales

e Approved report and recommendations implemented from 1° April 2016.





