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Subject: FW: HIAL 2019/20 Revenue Budget

From: Lorna Jack <Lornalack@lawscot.org.uk>
Sent: 30 April 2019 09:46

To: [redacted]

Cc: iLyon@hial.co.uk; [redacted]

Subject: RE: HIAL 2019/20 Revenue Budget

[redacted]

Thank you for your letter, which provides the much needed reassurance our Board need on our budget shortfall. We
will of course pursue all possible initiatives (excepting those that you highlight that Ministers have ruled out) to
minimise that shortfall.

{redacted]

See you in Inverness next week

Lorna

From: {redacted]

Sent: 30 April 2015 09:32

To: Lorna Jack

Cc: ILvon@hial.co.uk; [redacted]
Subject: HIAL 2019/20 Revenue Budget

Lorna

Response to revenue budget letter attached. See you next week.

[redacted]
Head of Aviation

[redacted]

TRANSPORT
SCOTLAND

An agency of B4 The Scottish Government
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addressee(s). Unauthorised use, disclosure, storage, copying or distribution of any part of this e-mail is not
permitted, If you arc not the intended recipient please destroy the email, remove any copies from your
system and inform the sender immediately by return.

Communications with the Scottish Government may be monitored or recorded in order to secure the
effective operation of the system and for other lawful purposes. The views or opinions contained within this
e-mail may not necessarily reflect those of the Scottish Government.

Tha am post-d seo (agus faidhle neo ceanglan comhla ris) dhan neach neo luchd-ainmichte a-mhain. Chan
eil e ceadaichte a chleachdadh ann an doigh sam bith, a’ toirt a-steach coraichean, foillseachadh neo
sgaoileadh, gun chead. Ma ’s ¢ is gun d’fhuair sibh seo gun fhiosd’, bu choir cur as dhan phost-d agus
lethbhreac sam bith air an t-siostam agaibh agus fios a leigeil chun neach a sgaoil am post-d gun dail.
Dh’fhaodadh gum bi teachdaireachd sam bith bho Riaghaltas na h-Alba air a chlaradh neo air a sgrudadh
airson dearbhadh gu bheil an siostam ag obair gu h-¢ifeachdach neo airson adhbhar laghail eile.
Dh’fhaodadh nach eil beachdan anns a’ phosi-d seo co-ionann ri beachdan Riaghaltas na h-Alba.
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Aviation, Maritime, Freight & Canals

PIK

SCOTLAND

COMHDHAIL ALDA

Lorna Jack Your ref:
Chair

Highlands & Islands Airports Ltd Our ref:
Head Office

Inverness Airport Dater
:\'\}XE?B{\JESS 310 April 2019

Dea Lavna

HIAL Grant Settlement 2012/20

Thank you for your letter of 2 April setting out HIAL’s response to the proposed revenue budget
grant for 2019/20.

We are aware of the ongoing efforts being made to increase revenue and reduce costs across all
aspects of the business. We note the progress being made with each of these, and recognise
that some, in particular changes to staff terms and conditions, take time to work through to a
conclusion that is acceptable to the business and staff concemed. As we go through the year, |
will share Board papers on revenue generation and savings with our Finance team.

In relation to measures which have been raised previously, [ can confirm that it is still Ministers'

view that HIAL should continue to operate within public pay policy and that all 11 airports should
remain open. We note that further consideration will be given to*
and improving public sector collaboration.

We note that the exercise to reduce costs has resulted in around £2.6m in savings, leaving an
operating loss of £24.187m to be met by the revenue grant. To provide assurance to the Board,
the CAA, the DFT, and to Inglis Lyon as Aerodrome Accountable Manager, | can confirm that the
additional £3.887m required to allow the business to operate to 31 March 2020 will be provided
by Transport Scotland, funded by managing flexibilities in other budgets. HIAL should of course
continue efforts to make savings and increase revenue to reduce this requirement if possible.

Ge b fecends

Head of Aviation

Scottlsh Government
Riaghaltas na h-Alba
gov.scot

><

www.transport.gov.scot




Subject: FW: Letter from Lorna

From: [redacted]

Sent: 29 April 2019 16:02

To: [redacted]

Subject: Re: Letter from Lorna

There's a draft going round at the moment. The aim is to get it to you this week.

Sent from my BlackBerry 10 smartphone.

From: [redacted]

Sent: Monday, 29 April 2019 15:31
To: [redacted]

Subject: FW; Letter from Lorna

Hi [redacted],

Do you have any update for us on a response to this letter?
it would be useful to have this for the board meeting next week.

Many Thanks

[redacted]




R PR A A AN

Subject: FW: HIAL Revenue Grant
Attachments: HIAL Grp Weekly Cash Rollforward 2019-20.xisx

From: [redacted]

Sent: 26 April 2019 15:52

To: [redacted]

Cc: [redacted)

Subject: RE: HIAL Revenue Grant

Hi [redacted],

Here is the cash flow spreadsheet for 19-20.

Please note the following:

Revenue drawdown: | have shown this as the regular draw down budget for £20.3m, and two further grant draw
down rows for ATMS and “Budget Pressure” taking it up to £24.187m our budget figure.

fredacted]
If you have any queries please advise.
Kind regards

{redacted)




HiAL Cash Forecast by Month 2019-2020

Forecast | Forecast | Forecast | Forecast ] Forecast | Forecast | Forecast { Forecast | Forecast | Forecast| Forecast | Forecast
£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'600 £'000

Month Apr May jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Total Cash C/F
Cash Balance B/F 3,095 2,899 2,721 2,197 3,455 3,465 2,506 3,548 3,371 3,235 2,833 2,148
Receipts - Revenue 2,430 1,947 2,138 3,434 3,587 4,034 3,836 2,418 1,925 2,278 1,968 2,200 32,195 3,368
Receipts - Capital -
Payments - Revenue @z386)] (2698 4z7s) 3sse) (5287 6411 4500 (43050 @770 4300 (4361 (4,035 (52.314)
Payments - 5G loan (292} (292) (584) C
Payments - Capital Ops (200)] (1,356)] (1,450)] (1,450)§ (1,450)} (1,450) (14500} (1,450 {(1450) (%450)] (1,450) (1,450)] (16,056)
VAT on - Capital Ops Payments (40) (271) {290} (290) (290) (290} {250) (290) (290} {290) (280) (290) (3,2i1)
Cash Drawdown Required - Revenue 1,692 1,692 1,692 1,692 1,692 1,692 1,652 1,692 1,692 1,652 1,692 1,688 20,300 A
Cash Drawdown Reguirad- Budget Pressure 269 270 182 258 110 233 165 262 263 230 230 453 2,825 A
Cash Drawdown Required - ATMS Project 39 38 126 50 198 75 143 46 45 78 78 46 862 A
Cash Drawdown Required - Ops Capital - 200 1,356 1,450 1,450 1,450 1,450 1,450 1,450 1,450 1,450 2,500 16,056 B
Cash Drawdown Required - Loan Capital - - B
Closing balance { Max £3 million} 2,899 2,721 2,197 3,455 3,465 2,506 3,548 3,371 3,235 2,833 2,148 3,368
Check 2,859 2,721 2,187 3,455 3,465 2,506 3,548 3,371 3,235 2,833 2,148 3,368
Notes
A) Revenue Grant for 2018-20 £'000
- Main 5G Grant 20.300
- ATMS Project 0.862
- Budget Pressure 2.925
Total Revenue Grant 24,187
B} Capital exp. target to be grant funded £'000
- Capital Grant for 2019-20 16.056
Total Capital Grant 16.056

C} Forecasted repayment of commercial capital spend loan 1,2 & 3

CA\Users\u205042\AppData\Local\Microsoft\Windows\INetCache\Content.Outlook\KQOTBDRS\HIAL Grp Weekiy Cash Rollforward 2018-20 16/05/201913:41
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Subject: FW: Pay Remits - Updated

From: [redacted]

Sent: 25 April 2019 13:41

To: [redacted]

Cc: [redacted]

Subject: RE: Pay Remits - Updated

[redacted]

| am content with the proposals and agree that they are affordable. I'm content for this to follow
the fast-track procedure.

| recognise that these proposals are part of the wider pressure on HIAL’s revenue budget in 2019-
20. While we will seek to manage that pressure in year, HIAL should continue to work to achieve
savings and generate additional revenue wherever possible.

Thanks

[redacted]




Subject: FW: P&J - HIAL revenue budget

From: [redacted]

Sent: 11 April 2019 15:49

To: [redacted]

Cc: [redacted] Inglis Lyon <lLyon@hial.co.uk>; [redacted]
Subject: RE: P&J - HIAL revenue budget

[redacted]

Lines cleared by Cab Sec.

A TS spokesperson said:

“We are committed to continuing to provide HIAL with the necessary funding to ensure that its 11
airports remain operational.

“Transport Scotland and HIAL regularly discuss funding requirements to take account of the latest
revenue and cost projections.

“HIAL is non-profit making and the overall aim is for it to break even in any given petiod.”
Thanks

[redacted]
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Subject: FW: P& - HIAL revenue budget

From: {redacted]
Sent: 11 April 2019 10:48

To: [redacted]

Cc: [redacted]; Inglis Lyon <iLyon@hial.co.uk>
Subject: RE: P&J - HIAL revenue budget

Don’t have a line yet but will send it to you once we do.

From: [redacted]

Sent: 11 April 2019 10:43

To: [redacted]

Cc: [redacted]; Inglis Lyon <lLyon@hial.co.uk>
Subject: RE: P&J - HIAL revenue budget

Hi [redacted]
[redacted under section 30(b}{ii)]

[redacted]

From: [redacted]

Sent: 11 April 2019 10:18

To: [redacted]

Cc: [redacted]

Subject: FW: P&)J - HIAL revenue budget

[redacted]

As discussed, this is the P&J enquiry. [redacted under section 30(b)(ii)]
Thanks

[redacted]

From.:. .[fe..dacted}

Sent: 11 April 2019 09:54

To: Press Transport Scotland <media@transport.gov.scot>
Subject: HIAL reveune budget

Hi,

| understand there are issues with the Highlands and Islands Airports revenue budget for the current {2019/20)
financial year and that HIAL is in correspondence with Transport Scotland to find a solution.




From HIAL's board meeting minutes it is evident the budget issues stem from incentives for airlines to operate from
HIAL's airports.

For info, I've copied the statement [ received last night from HIAL on this.
I wonder if you would be able to provide some comment from Transport Scotland?
Best regards

[redacted]

HIAL generates income wherever possible and offers incentives to airlines to maintain connectivity and aviation
services for the Highlands and Islands. HIAL’s airports are essential links for the Highlands, Isiands and Dundee.
However, they do operate at o loss and are supported by subsidies from the Scottish Government, which owns the
business.

We continue to operate as efficiently and effectively as possible and as part of our budget setting process, review
our figures in line with good business practice. As part of that, our budgeting process identified that the revenue
budget for 2019/20 requires further work and HIAL is currently in correspondence with Transport Scotland and
other stakeholders to identify potential solutions.

[redacted]

Highland Business Editor
The Press & Journal
[redacted]
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addressee(s). Unauthorised use, disclosure, storage, copying or distribution of any part of this e-mail is not
permitted. If you are not the intended recipient please destroy the email, remove any copies from your
system and inform the sender immediately by return.

Communications with the Scottish Government may be monitored or recorded in order to secure the
effective operation of the system and for other lawful purposes. The views or opinions contained within this
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Subject: FW: Media Response - HIAL budget

From: [redacted]

Sent: 10 April 2019 16:39

To: [redacted]; ‘Lorna Jack' <Lornalack@lawscot.org.uk>; 'Inglis Lyon' <ILyon@hial.co.uk>; [redacted)]
Cc: [redacted]

Subject: Re: Media Response - HIAL budget

Looks fine to me.

Sent from my BlackBerry 10 smartphone.
From: [redacted]

Sent: Wednesday, 10 April 2019 16:35

To: 'Lorna Jack’; 'Inglis Lyon'; [redacted]

Cc: [redacted]
Subject: RE: Media Response - HIAL budget

Adding [redacted], thanks.

From: Lorna Jack <Lornalack@lawscot.org.uk>
Sent; 10 April 2019 16:34

To: 'Inglis Lyon' <ILyon@hial.co.uk>; [redacted]
Cc: [redacted]

Subject: RE: Media Response - HIAL budget

[redacted under section 30(b){ii}]

From: Inglis Lyon [mailto:ILyon@bhial.co.uk]
Sent: 10 April 2019 16:25

To: [redacted]; Lorna Jack

Ce: [redacted]

Subject: RE: Media Response - HIAL budget

[redacted under section 30{b}(ii}]

fredacted]

Sent: 10 April 2019 16:11

To: Lorna Jack <Lornalack@lawscot.org.uk>; Inglis Lyon <iLyon @hial.co.uk>
Cc: [redacted]

Subject: Media Response - HIAL budget

Impaortance: High

[redacted]

[redacted under section 30(b)(ii}]




Let me have any amends.

Thanks
[redacted]

[redacted under section 30{h}{ii}]

From: [redacted]

Sent: 08 April 2019 10:55
To: [redacted]

Subject: HIAL budget
Morning [redacted],

Been having a look at the HIAL board minutes from Jan 30 which have just gone online.

Although it's all a bit redacted, the chair seems to have been pretty concerned about the “large” revenue gap, which
seems to be connected to airline incentlves.

There is also another caonnected line saying the finance team had set head office and airport managers a “challenge
to cut their budgets by a further 5%”

There’s a line in minutes of a board conference call on Feb 18 saying there was still a “significant gap.”

Obviously there financial year end has come and gone now and there has been another board meeting, for which
the minutes have not yet been published. '

Any chance on shedding some more light on all of this and where it's all at now?
Cheers

[redacted)

Highland Business Editor

The Press & Journal
[redacted]

This email and any files transmitted with it are confidential and intended solely for the use of the individual or entity
to whom they are addressed. If you have received this email in error please notify postmaster@dcthomson.co.uk

D CThomson & Co Ltd accepts no liability for the content of this email, or for the consequences of any actions taken
on the basis of the information provided, unless that information is subsequently confirmed in writing. Any views or
opinions presented in this email are solely those of the author and do not necessarily represent those of D C
Thomson & Co Ltd.

D.C.Thomson & Co., Ltd.

Albert Square

DUNDEE

DD1 %qQl

{Registered in Scotland No. 5830)




} -

000 AL

Subject: FW: Letter from Lorna

From: {redacted])

Sent: 03 April 2019 11:26

To: fredacted]

Ce: Inglis Lyon <lLyon@hial.co.uk>; Lornalack@lawscot.org.uk; [redacted]; Baxter M (Mike) (TRANS)
<Mike.Baxter@transport.gov.scot>

Subject: RE: Letter from Lorna

Good Morning [redacted])
Please find and update to the letter sent yesterday to [redacted], to include appendix 4.

Kind regards

[redacted]
PA Support

Highlands and islands Airports Limited / Head Office, Inverness Airport, Inverness V2 7]B
t: [redacted]/ f: +44 (0)1667 464210 / w. www.hial.couk

From: [redacted]

Sent: 03 April 2019 08:40

To: [redacted)

Cc: Inglis Lyon <lLyon@hial.co.uk>; LornaJack@Ilawscot.org, uk; [redacted]; Mike Baxter@transport.gov.scot
Subject: RE: Letter from Lorna

Lormnma

There is a reference in the table on page 7 for Security which says “see analysis below”. | can't
see any analysis. Please could you provide details on what this £571k cost increase relates to.

Thanks

[redacted]

From: [redacted]

Sent: 02 April 2019 10:48

To: [redacted]

Cc: inglis Lyon <ILyon@hial.co.uk>; Lorna Jack <Lornalack@lawscot.org.uk>; [redacted]
Subject: Letter from Lorna

Good Morning [redacted]
| hope you are well.
Please find attached the letter from Lorna in regards to the budget settlement 19/20.

Kind regards




[redacted]
PA Support

Highlands and Islands Airports Limited / Head Office, [nverness Airport, Inverness iV2 7] B
t: redactedj/ f: +44 (0)1667 464210 / w. www.hisl.couk
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permitted. If you are not the intended recipient please destroy the email, remove any copies from your
system and inform the sender immediately by return.

Communications with the Scottish Government may be monitored or recorded in order to secure the
effective operation of the system and for other lawful purposes. The views or opinions contained within this
e-mail may not necessarily reflect those of the Scottish Government.
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airson dearbhadh gu bheil an siostam ag obair gu h-éifeachdach neo airson adhbhar laghail eile.

Dh’thaodadh nach eil beachdan anns a’ phost-d seo co-ionann ri beachdan Riaghaltas na h-Alba.
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Head Office, Inverness Airport, Inverness IVZ 7]B

Highlands and Islands Telephone: (TG
Alrports Limited Email: llyon@hial.co.uk

Puirt-adhair na Gaidhealtachd
is nan Eifean Earrania

Aviation

Transport Scotland
Victoria Quay
Commercial Street
Edinburgh

EHG 6Q0,

2 April 2019

Dear{ll

HIAL Budget Settlement 19/20

Thank you for the grant letter March 28" and | write to set out our position following our
Board meeting on the 19% of March and in response to your letter.

Revenue Budget
The revenue grant available is £20,300k which leaves an unfunded budget overspend of

3,87 QU G G
G - 2 aside, the outturn for 18/19 will be around £21,860k.

Moreover, whilst we continue our efforts to increase income and reduce costs, the Board and
executive team have concluded that, if HIAL continues trading with the same operating
structure, the gap of £4m for 19/20 will only increase to £16m at year 10, with 2% increased
income and 3% increased costs year on year assumed. Please see Appendix 3.

In summary, unless there is a near unprecedented increase in aviation activity or the business
restructures on a more commercial basis, matters are not going to improve.

local access
global outlook

Registered office; Highlands and Istands Airports Ltd, Head Office, Invernass Aliport, Inverasss IV2 7B
Registered in Scotland No. 8C0O87647




Head Office, Inverness Airport, Inverness IV2 7]B

o Highlands and Islands Telephone: (NEGGNGNGNG
Airports Limited Email: ilyon@hial.co.uk
Puirt-adhair na Gaidhealtachd
is nan Eilean Earranta

Last year we undertook a number of initiatives to improve revenues and minimise costs. |
provide an update on those below.

Costs Saving Initiative Update

Dundee opening hours

Maintenance spend.

S < o< of course had to increase our maintenance

budget for this year to undertake the maintenance that was delayed from last year.

Head office
in year savings of circa £60k were achieved by limiting the pay remit allowance flow through
to 2% whilst at the same time reducing Travel and Subsistence costs.

IT and HR investments have now been made and the benefits are beginning to show in the
company with, for example, savings of £20k on legal costs associated with employment
matters due to improvements in the handling of disciplinary issues. More importantly, the
focus is now on implementing a new HR, Payroll, Time and Atiendance and Rostering system
which will facilitate improved controls over payroll costs.

A Commercial Director was not appointed at an additional £80k however, it is planned that
this will take place in 2019 to provide us with the capacity to seek improved commercial
revenues.

Staff Terms and Conditions

During 18/19, HIAL embarked on a pay and grade review. The first part of that process is a
Job Evaluation for all employees and a rewrite of over 600 job descriptions. Having published
the scores, there are various appeals being heard with a view to having these agreed with
staff in the not too distant future. Foliowing which, salaries will be modelled and agreed with

Pay Policy and Finance and then Jobs matched to Grades. (i NEGEGEGEGEGEGED

local access
global outiook

Registered offica; Highlands and [slands Alrports Ltd, Head Office, Invarnass Airport, Inverness I¥2 78
Registered in Scotland No, 3C0OQ7647
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Head Office, Inverness Airport, Inverness IV2 7]B

® Highlands and Islands Telephone: (NG
Airports Limited Email: ilyon@hial.co.uk
Puiri-adhair na Gaidhealiachd
is nan Eilean Earrania

It is anticipated that this process will take a further 12 to 18 months to be implemented in
full. In the beginning, (S EEGNGNGNGNGGEEEEGREEEEER - - i1 the long run will provide a
simpler and less costly, more transparent system. Coupled with a new Time and Attendance
and Roster system, shift patterns will become more transparent and easily managed
producing savings from tighter control.

Airport Operating Hours and Closures

Revenue Generation

Car park charging was introduced in 18/19 at Sumburgh, Kirkwall and Stornoway airports and
has earned £132k, year to date. The introduction was delayed due to various planning
hurdles and as a result, we have not benefited from the full year effect of the revenue. For
19/20, we have budgeted a full year effect.

Car hire at Inverness has earned £120k more than budgeted in the year due to higher than
budgeted passengers.

During 18/19, Sumburgh Airport has suffered a £409k loss of aviation income due to reduced
Oil and Gas Income and associated flying. The reduction in revenue reflects increased direct
flying from Aberdeen and the cessation of various contracts. Qur initial discussions on the
flying involved with the extraction from the West of Shetland basin remain positive but for
the medium to long term only.

However, through various positive initiatives such as the double daily on BA and KLM we
have over performed in Inverness by £34k.

Military Operations in Stornoway have provided an additional £65k, Kirkwall operations,
£66k, Wick £49k, Benbecula £45k, Islay £36k, Wick £22k, Dunhill Golf Tournament plus
additional Aviation income for Dundee have vielded £166k and finally Head Office has
provided an additional £133k of income. In summary, the company was able to achieve the
budgeted income in the year.

With further developments in 19/20, including the new BA and KLM rotations and the new
istand services, our airline income will improve further.

local access
global outlook

Registered office: Hightands and slands Alrports Ltd, Head Office, inverness Airport, Invernass IVR 78
Registerad in Scottand No, SC07647




- Head Office, Inverness Airport, Inverness IV2Z 7]B
Highlands and Islands Telephone:

Airports leited Email: iiyon@hial.co.uk

Puirt-adhair na Gaidhealtachd

is nan Ellean Earranta

As a result of the above measures, the company has been able to balance its budget for the
year just ended following the provision of £1.3m of additional grant.

19/20 and future years

Inglis Lyon has now convened a working group to consider how the company could be
structured more efficiently in the future.

The following items will be considered further as part of the discussions, some of them
having been raised with Transport Scotland previously and discounted.

¢ Reduce key customer discounts
s |mproved public sector collaboration

19/20 Revenue Budget

Following several budget reviews, the management team were tasked with identifying a
further 5% in savings. This work produced a reduced loss of £24,187k for 19/20 with £2.6m of
additional revenue and savings identified.

During this exercise, we agreed that HIAL will capitalise circa £1m of the ATMS payroll budget
for 19/20. Those costs relate solely to the development of the Remote Air Traffic Control
Centre.

The main reasons for the increased spend in 19/20 are noted as follows:

19/20 Spend compared to the 18/19 SG Grant

2018/19SG Revenue Grant | © 21,600
Unfunded 18/195pend | 260

ATMS Funding o A
Revenue Increased R CEE]
19/20 Pay Remit . o 1,000,

Staff costs see separate analysis .-
Maintenance catchup from lastyear | 863 2,587
19/20 Budget Requirements 24,187
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Consolidated Position - HIAL Group

HIAL - 19-20 Budget v4 Jan

Budget Forecast Variance %
Income £'000 £'000 £'000
Airline Income 17,920 17,600 320 1.8%
Rents & Concessions 5,995 5,539 456 8.2%
Aviation Fuel 352 310 42 13.5%
QOther Income 936 1,021 (86) (8.4%)
Total Income 25,203 24,470 733 3.0%
Costs
Staff Costs 24,240 23,315 (925) {4.0%])
Airport Operational Costs 16,124 15,203  (921] {6.1%])
IS Repairs & Maintenance 2,838 1,975 {863) (43.7%)
Other Maintenance 1,621 1,624 2 0.1%
Other Operating Costs 3,627 3,457 (170) {4.9%)
Travel Costs 820 580 (239) (41.2%)
Finance Costs 120 175 56 31.8%
Total Costs 49,390 46,330 3,060) (6.6%)

| omemmy { e,

Operating Profit & (Loss}  (24,187) (21,860) {2,327} {10.6%)

Grant from  Scottish

Government (Note 1) 20,300 21,600
Overspend/{Underspend)

vs SG Grant {3,887 (260}
Note 1 £1000 £'000

Annual Revenue Grant 20,300 19,600
Additional Support for

Pay Review - 1,300
ATMS Project grant - 700
Total Grant from SG 20,300 21,600
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Income

Airline income has been increased by 3% as agreed in the December Board Meeting. Other
income from rents, concessions and car parking has been budgeted based on existing
agreements and activity with a prudent efement of growth built in.

Costs
Staff Costs
Staff costs have been budgeted to include the impact of the 19/20 Scottish Government Pay
Pclicy being:
s £750 underpin for all those being paid up to £25,500.
o 3% for ali those paid up to £36,500
e 2% for all those paid more than £36,500
e £1,600 for all those paid more than £80,001
And

To use pay hill savings to award up to 1% baseline salaries as follows:
e Toaward a cash underpin of up to £750 for those earning up to £25,000

¢ Toaward a 1% non-consolidated payment of up to 1% for those staff on the maximum
of their pay range.

The costs of the above pay remit are £963k for HIAL and DAL and £334k for AMSL, a total of
£1,297k. Some of these costs will be capitalised into the New Remaote Tower Asset.

Pension Costs

Pension costs remain at 27.4% for Highlands and Islands Pension Fund. For the People’s
Pension Fund the costs have increased from 3% to 4% for Level 1 members and remain at 15%,
18% and 21% for Level 2 members, whoe are eligible to join for up to 1 months after 6 months
of service. Tayside Pension Fund employers’ contributions remain at 17%.

Airport Operational Costs increased by £921k
Airport operational costs have increased by £920k due to the following:
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Security See analysis below £571k
(appendix 4)
Private Wires increased by £191k due the | £191k

costs of a new BT project to
improve cannectivity

Aerodrome Licences Regulatory Increase £90k
iT Costs Phasing £90k
De-icer Pegged back to budget -£140k
Foam £40k
PRM Handling Volume increase £40k
Various Others £38k
Total £920k

Maintenance Spend increased
An additional £863k has been budgeted to recover from the under-spend of the prior year, §§

Regulatory Issues

Inglis Lyon is the Aerodrome Accountable Manager for Highlands and Islands Airports.

The aerodrome accountable manager is a person nominated by the aerodrome operator and
has the accountability for ensuring that all activities can be financed and carried out in
accordance with the applicable requirements. The aerodrome accountable manager is
responsible for establishing, implementing, maintaining and promoting an effective safety
management system in addition to ensuring the safe and secure operation of the aerodromes.

In this regard, his responsibility is to the HIAL Board, the CAA and DFT for the safe and secure

operation of the eleven HIAL airports. (GG

Yours Faithfully

foo 6 (Foe

Lorna Jack
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Chair of the Board
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Appendix 3 — 10 year Revenue Plan

iHighIands & Islands Airport Limited
:10 Yrs Revenue Forecast

CBudget . Vel w2 w3 V4 vis owe | w7 [T we T v vrao
s e 19/20 20/21 21422 2/23 23/24 24/25 25/26 | 26/27 27128 28/23 28/30
INCOME
‘General Avlation income 15,507,486 ; 15,817,636 | 16,133,988 | 16,456,544 | 16,785,303 | 17,120,265 | 17,462,972 | 17,811,808 | 18,168,571 18,531,446 | 18,302,074
Misc Aviation Income 1,153,915 | 1,176,993 | 1200533 1,224,535] 1248998] 1,273,922] 1,299,424 17325387 1,351,927 1,378978] 1,406,507
'On Call / OOH tncome 1,268,817 | 1283993 1309673 1335857 13,362,544 1,389,734| 1,417554] 1,445,877 1,474,830 | 1,504.286| 1,594,372
Rents&Concesslons 5995014 | 6,060,071 | 6126430] 6248933 5317894 | 6388155| 6515984] 6583073 6663890 | 6,797,142
iOtherincome 935557 954,268 973354| 992813| 1,012,647| 1,032,855 | 1,083531| 1,074581| Lo96098| 1,317,891] 4,140,350

_ 351884] 358901 366079| 373398| 380858| 38ASE|  396234| A0AISL 4 _420477| 428,887

25,202,653 | 25,651,862 | 26,110,057 | 26,632,080 | 27,108,244 | 27,593,389 | 28,145,706 | 28,651,067 ; 29,167,661 | 29,750,270 | 30,287,076

3 4 L5 & 6 7 BB g1 1 12

E S Budget Yr1 Yr2 0 W3 1 ¥ed RUETNE N (1T L SO B £ ¥r 10

Lo e 19/20 | 20/21 202 | nf3 | 23/ 435 125028 . . 28/29 28/30
yroli Costs " 22,893,754 | 23,579,698 | 24,287,001 | 25,015,086 | 25,765,874 | 26,539,753 | 27,336,427 | 28,155,903 | 20,000,730 | 28,870,672 | 30,765,786
‘Other Staff Casts 561,695, 568,246 585203| 602,837| 620933 639,580| 658,779 6785301 698,887 719,852 741,423
Stoff Training & Travel  1624,254| 1,672,982 1,723,171, 1774822) 1828098| 1,882,998 | 1939522 1,997,670  2,057,605) 2119327 2,182,835

qucurity Costs

7612156 | 7,840,331 8075541 8317602 B567,273/ 8,824,558, 9,089,456 9,361,965, 9,641,847 | 9,933,100 10,239,730
Gperstionsl Costs 8511522 8,766,868 | 9,029,874 9,300540| 9,579,718| 9,867,407 | 10,163,608 10,468,321 | 10,782,396 | 11,105,834 | 11,438,634
lafrastructure Repairs 2,838, 3,201,514 | 3194614 3,290,551 3,389,327 3,490942| 3595679| 3703538 3,814519
Other Malntenance L62tA65, 1,670,103| 1720212 | 1,771,775, 1,824,959 | 1,879,764 1,936,191 1994240 2,054,072/ 2,115,688 2,179,087
‘Other Operational Casts 3616760| 3,725,263 | 3,837,021 3,952,034 ) 4,070,663 53, 4581712| 4,719,148 4,860,564
Finance 119,548 173,334 | 126828] 130,630| 134551 338502) 1427520 147,032 151,843 155986] 160661
: 49,389,549 | 50,870,178 | 52,396,284 | 53,966,840 | 55,586,783 | 57,256,113 | 58,974,835 60,742,346 | 62,565,380 | 64,442,145 | 66,373,239
NetLoss e 24186895 | 25218316 | 26286227 27,‘33.34.,760 28,478,538 | 26,662,724 | 30,828,128 .‘5.1.2,(.}9.1;,873 _33,397,715 34,691,875 | 36,086,163
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Appendix 4
AMSL - 19-20 Budget ] ;
Departmental Summary Prior Year | o
Budget = Budget | Variance @ %
Head Office £000  £000  £000
HO (Misc) 296 286, (10} (3.4%)
. PriorYear
_ Budget Budget | Variance %
Alrports ~ £000  £000 | £000
Barra | f 36 3 (1) 29%)
Benbecula 384 335 (50) (14.8%) |
Campbeltown _ S B 17 14 (3} (22.9%)
Dundee 354 370 17 A.6%
Inverness , 2,669 2,504 (165) {(6.6%)
Islay o 419 27 (182 (77.1%)
Kirkwall ... . T8 739 (29) (3.9%)
Stornoway 799 7900 (8) (12%)
Sumburgh 1533 1,424 (108) (7.6%)
Tiree 51. 46 (6] {12.6%)
Wick ) 281 257 (24} {5.4%)
Total Airports 7311 6,749 (561) {8.3%)
Operating (Profit) & Loss o 7,607 ; 7,036 (571) {8.1%)
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Subject: FW: Highlands and Islands Airports Limited - Grant Offer letter - 2019-20

From: [redacted]

Sent: 28 March 2019 12:32

To: [redacted]

Ce: ilyon@hial.co.uk; lornajack@lawscot.org.uk; Baxter M (Mike) {TRANS) <Mike.Baxter@transport.gov.scot>;
Wilcock C (Chris) <Chris.Wilcock@transport.gov.scot>; [redacted]

Subject: Highlands and Islands Airports Limited - Grant Offer letter - 2019-20

Dear [redacted],
Please find attached Highlands and Islands Airports Limited Grant Offer Letter 2018-2020.

Regards, [redacted]

TRANSPORT
SCOfLAND

[redacted]

Aviation Policy | Aviation, Maritime, Freight and Canals Directorate | 2D North, Victoria Quay, Edinburgh, EH6
6QQ

7 [redacted] | YA [redacted]

For agency and travel information visit our website

Transport Scotland, the national transport agency
Comhdhail Alba, buidheann naiseanta na comhdhail

W @troanscotiand
nm;gt!an_nd
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Aviation, Maritime, Freight & Canals 9
TRANSPORT

SCOTLAND
COHTDHAIL Alia,

Finance Director
Highlands and Islands Airports Ltd Our ref:

Date: 28 March
2019

G
-

This letter is to inform you of the Total Budgetary Provision and associated grant (cash) that HIAL

has been allocated in 2019-20. | will also outline the reporting and grant claim procedures to be

followed.

Total Budget & Grant

As part of the annual Budget Act and subsequent decisions, Scottish Ministers have allocated
Total Budgetary Provision for 2019-20 of up to £45.856 million for the continuation of HIAL’s
operations in 2019-20 for its 11 airports. The Total Budget comprises revenue (cash) of up to
£20.3 million, capital (cash) of up to £16.056 million and ting-fenced (non-cash) revenue budget
of up to £9.5 million in respect of depreciation as set out in Scotland’s Budget Documents 2019-
20.

in order to achieve compliance with European Union State Aid Regulations, we are required to
make individual grant awards to airports with over 200,000 passengers per year. For2019-20 this
will apply to Inverness and Sumburgh airports. Overall allocations are set out in Table 1.

Table 1: Breakdown of Budget Allocation

Airport Revenue (£) Capital (£) Depreciation (£)
fnverness 3,850,000 8,179,000 1,700,535
Sumburgh 1,242,000 2,893,000 2,075,915
Other HIAL airports 15,208,000 4,984,000 5,723,550
Total 20,300,000 16,056,000 9,600,000

Scattish Government
Riaghaltas na h-Alha
gov.scot

>

www.lransport.gov.scot




Air Traffic Management Strategy (ATMS) Programme

Any funding required for the ATMS Programme is required to be met from the overall HIAL budget
allocation.

Monthly Repotting

Please continue to submit your monthly results package including your cash forecast. The
information provided in your results package is vital to our budget monitoring processes which aim
to ensure that any pressures or prospective savings are identified at an early stage.

Please continue to include a separate line in your cash forecast for the ATMS Programme. All
payments relating to this project must be kept separate from your normal grant payments. Please
ensure that in your internal accounts, everything relating to this project is kept separate from
HIAL’s normal operations. At any given point it is essential that exact expenditure on this project
can be provided on demand.

Budaet Pressures

At its meeting on 19 March 2018, the HIAL Board considered further measures to reduce operating
costs and increase commercial revenue. The Board agreed o write to Transport Scotland setting
out measures that have already been implemented; measures previously agreed but still to be
implemented; and any new measures proposed for 2019/20. On receipt of your letter, we will
consider this further and consult Ministers on options for closing the gap between the revenue
grant and the budgeted cost of operating the business through to 31 March 2020.

15014001 5t V4 m

i 1 4 | Scottish Government
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A copy of this letter goes to Inglis Lyon, Lorna Jack, Mike Baxter and || NN

Head of Aviation

Scottish Government
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gov.scot
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Subject: FW: HIAL Grant Letter

From: [redacted]

Sent: 26 March 2019 14:01
To: [redacted]

Subject: HIAL Grant Letter

[redacted]

As discussed, please find attached an amended draft grant letter. You'll note the additional
section which covers ‘budget pressures’. Please can you complete the table with figures for
Inverness, Sumburgh and the rest of HIAL. | recognise that the figures don't refiect the actual

projected outturns for each but please just use the existing budget figures.

| understand that [redacted] and Inglis would like this issued this week so grateful if you could get
this back to me as soon as you can. '

Thanks
[redacted]

[Attachment redacted under section 30(b)(ii)]

[redacted]
Aviation Policy
Transport Scotland

Area 2D (N)
Victoria Quay
Edinburgh
EH6 6QQ

Tel [redacted]
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An agency of o4 The Scottish Government




Subject: FW: Grant Letter

From: [redacted]

Sent: 18 March 2019 08:48
To: {redacted]

Subject: RE: Grant Letter

Doht
Drafi attached.

[attachment redacted under section 30(b)(ii)]

from: [redacted]

Sent: 18 March 2019 08:44
To: {redacted]

Subject: Re: Grant Letter

Not yet.

Sent from my iPhone

On 18 Mar 2019, at 08:19, [redacted] wrote:
[redacted]
Did | send you a draft grant letter? | thought | did but now 'm doubting myself.
Thanks

[redacted]

[redacted]
Aviation Policy
Transport Scotland

Area 2D (N)
Victoria Quay
Edinburgh
EHB 6QQ

Tel [redacted]
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This e-mail (and any files or other attachments transmitted with it} is intended solely for the
attention of the addressee(s). Unauthorised use, disclosure, storage, copying or distribution of
any part of this e-mail is not permitted. If you are not the intended recipient please destroy
the email, remove any copies from your system and inform the sender immediately by return.
Communications with the Scottish Government may be monitored or recorded in order to
secure the effective operation of the system and for other lawful purposes. The views or
opinions contained within this e-mail may not necessarily reflect those of the Scottish
Government.

'Tha am post-d seo (agus faidhle neo ceanglan cdmbhla ris) dhan neach neo luchd-ainmichte a-
mhain. Chan eil e ceadaichte a chleachdadh ann an doigh sam bith, a’ toirt a-steach
coraichean, foillseachadh neo sgaoileadh, gun chead. Ma ’s e 1s gun d’fhuair sibh seo gun
fhiosd’, bu choir cur as dhan phost-d agus lethbhreac sam bith air an t-siostam agaibh agus
fios a leigeil chun neach a sgaoil am post-d gun dail.

Dh’thaodadh gum bi teachdaireachd sam bith bho Riaghaltas na h-Alba air a chlaradh neo air
a sgrudadh airson dearbhadh gu bheil an siostam ag obair gu h-¢ifeachdach neo airson
adhbhar laghail eile. Dh’thaodadh nach eil beachdan anns a’ phost-d seo co-ionann ri
beachdan Riaghaltas na h-Alba.
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Subject: FW: HIAL 19/20 Budget Allocation

From: [redacted]

Sent: 03 January 2019 08:51

To: [redacted]

Cc: [redacted]; ILyon@bhial.co.uk

Subject: RE: HIAL 19/20 Budget Allocation

Hi {redacted],

This is a goed point and we will detail our progress, so far, on the 7 initiatives as we craft our formal letter from our
Chair and Inglis which will ask for additional funding for 2019/20,

Regards

[redacted]






