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JOINT HIGH LIFE HIGHLAND BOARD AND HIGH LIFE HIGHLAND (TRADING) CIC BOARD DEVELOPMENT SESSION -  Report by Chief Executive 
  
	Summary
The purpose of this report is to summarise the actions for the Board of the charity arising from the Joint Board Development session held on 23 August 2013.

It is recommended that Directors:

i. review the list of potential Trading Company projects discussed at the session and the refined list of projects as proposed informally by the Trading Company Board; and 

ii. consider setting a financial target for each of the next 3 years, on which the Trading Company Board should design its draft plan of business opportunities, once the business cases for the phase one opportunities have been developed. 

  


	1.
	Business Plan Contribution



	1.1
	This report supports all the Business Outcomes from the High Life Highland (HLH) Business Plan:
1. A positive company image

2. A growing company

3. Delivery of the contract with THC

4. Increased awareness of our products and services

5. Increased customer satisfaction

6. Increased financial sustainability

7. Increased internal collaboration

8. Increased staff satisfaction
9. Safety & environmental compliance



	2.
	Background



	2.1
	A joint main and trading company Board Development session was held in Dingwall on 23 August 2013, to address a wish raised by Directors of both companies that the main Board give clearer direction to the Trading Board regarding the areas of work it would like developed to increase income raised.


	3.
	Joint Session


	3.1
	David Nicholl of On Board Training and Consultancy Ltd took Directors through the responsibilities and legal obligations of each Board, emphasising that on the one hand the Trading Company is a separate legal entity, responsible for its own governance and on the other, it is in order for the Board of the charity to comment on and approve a plan of business opportunities produced by the Trading Board.  The facilitator’s report of the session, included at Appendix A, provides a list of potential Trading Company projects as proposed through 3 discussion groups on the day. 
In order to assist the Trading Company Board to focus on appropriate projects it was agreed it would produce a plan of business opportunities for review and approval of the main Board.  


	4.
4.1
	Next Steps
The Directors of the Trading Company Board met informally on the 13 September 2013 and propose the following list of business opportunities.  The opportunities are listed in two phases, however the trading Company Directors intend flexibility between phases as opportunities arise. 

Phase 1

· High Life Scheme – corporate membership and “contra-deals”
· Shops and cafes – increasing current turnover and development of “pop up”  shops, appearances at shows etc

· Sponsorship

· Sale of branded High Life items
· Outdoor activity [development and use of outdoor centres]

Phase 2

· Residential courses

· Ancestral tourism on line [as part of web site development]

· On line sales

· Childcare

· Selling of data base information

· Partnerships/acquisitions/mergers
Directors are invited to review and comment on the list.  As discussed at the joint session, Directors may also wish to set a financial target for each of the next 3 years, on which the Trading Board should design its draft plan of business opportunities.  This could be a percentage target as discussed on the day, or an annual finite target figure.  However, this may be arbitrary until the business cases for the Phase 1 opportunities have been developed.


	5.
	Implications


	4.1
4.2

4.3

4.4
	Resource Implications – the development of a Trading Company plan of business opportunities will require significant input by senior managers and their staff, potentially delaying other work.
Legal Implications – there may be new legal implications arising from the recommendations of this report which will be considered as part of the review of the Trading Board’s plan of business opportunities.
Equality Implications – there are no new equality implications arising from the recommendations of this report.
Risk Implications – there is a risk that areas of work in the Service Delivery Contract are delayed by the capacity required to investigate and write and then deliver a Trading Company plan.  The risk can be managed by careful monitoring by the Chief Executive and early discussions with the chairs of both Boards.


	Recommendation
It is recommended that Directors:

i.
review the list of potential Trading Company projects discussed at the session and the refined list of projects as proposed informally by the Trading Company Board; and 

ii.
consider setting a financial target for each of the next 3 years, on which the Trading Company Board should design its draft plan of business opportunities, once the business cases for the phase one opportunities have been developed. 
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Designation:
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APPENDIX A

REPORT ON OUTCOMES FROM JOINT DEVELOPMENT SESSION

BOARDS OF HIGH LIFE HIGHLAND AND HLH (TRADING) CIC

23 August 2013

1. Introduction

1.1 On 23 August 2013, the boards of High Life Highland and High Life Highland (Trading) CIC held a joint development session to discuss the future role of the Trading Company.  The discussion, which was facilitated by David Nicholl, Managing Director of On Board Training and Consultancy Ltd, focused on three main areas:

· The financial and other targets that High Life Highland Trading CIC can reasonably be expected to achieve over the next five years

· Activities of the Trading Company (that would enable it to achieve the financial targets) and in particular 

· Clarity between those activities that would ‘remain with’ High Life Highland and those that would be delivered by the Trading Company

· Identifying opportunities for growth and generating new ideas for the Trading Company to pursue

· The risk appetite of the main High Life Highland board in respect of High Life Highland Trading CIC’s operations

2. High Life Highland (Trading) CIC

2.1 The initial rationale for creating a separate Trading Company was that High Life Highland, as a charity, is not able to undertake overtly commercial activities such as operating shops and cafes which High Life Highland inherited from the Council at time of its creation.  Consequently, the Trading Company was set up to pursue those elements of the business which are not charitable in nature and to potentially, over time, develop new areas of income generation, the profits of which would be gift aided to High Life Highland to support its general business. 
2.2 Since 2011, there has been a degree of confusion and frustration amongst Directors (on both boards) as to what role the Trading Company has or should have.  There has been no clear vision set by the High Life Highland board for the Trading Company as to whether its role is (1) just to act as a de facto sub-committee of the High Life Highland board or (2) to develop into a growing and dynamic commercial business which will eventually employ its own staff and have its own budget etc. or (3) something in between.
2.3 It was made clear that, whilst the main board can give direction on the kinds of activities that it wishes the Trading Company to be involved in, it could not dictate the detail of how the Trading Company should go about its business.  It was agreed that, following discussion on the types of activity which Directors felt it appropriate to be pursued, the board of the Trading Company should work with the management team to formulate a costed business plan, to be presented for comment and approval to the main board.  
3.
Indicative financial targets for the Trading Company
3.1 There was a consensus that net income from commercial activities has to grow by at least 10% per annum over the next five years as a contribution to High Life Highland’s financial targets given the continuing likely reduction in funding from The Highland Council.  

3.2 It was recognised, however, that the Trading Company has no staff or budget and the extent to which these targets can be achieved and the level to which the Trading Company can be held accountable for the achievement (or non-achievement) of such targets is inextricably linked to the level of resource, staffing and financial, made available to it.

4.
Activities

Clarity between those activities that should continue to be the responsibility of High Life Highland and those that should fall to the Trading Company

4.1 There was an extensive debate on the question of ‘who should do what?’ with a wide spectrum of opinions ranging from the Trading Company continuing to have a purely advisory and supervisory role (with no dedicated staff or budget) to becoming a fully-fledged commercial undertaking with full responsibility for all income generation within the High life Highland business.

4.2 Directors agreed three guiding principles that would assist both boards in determining what activities should be undertaken by the Trading Company and what should remain within the core charity.  These were:

Trading Company


Charity (High Life Highland)

New





Existing
Risky (high or medium risk)

Safe

Commercial/profit making

Core charitable purposes/loss-making

4.3 For example, there was a difference of opinion between the discussion groups as to whether the sale of HLH membership packages should remain with the charity or responsibility should pass to the Trading Company.  The guidelines would suggest that as a core activity which has been operating for some time, this would remain (initially at least) with the charity.

4.4 However, examples such as pay-to-enter sports and other events that are not currently run by High Life Highland could be Trading Company ‘territory’ as they constitute new, commercial spin-offs emanating from the core activity of the charity.

Categories of activities

4.5 During the joint development session, Directors were divided into three groups and asked to come up with ideas on activities that the Trading Company could reflect on and, if appropriate, build into its draft business plan.  Generally, the activities fell into five broad categories as follows:

· Shops and cafes

· Commercial spin-offs from core High Life Highland business 

· Commercial exploitation of the brand

· Funding and sponsorship

· Managing projects on behalf of the High Life Highland board

(1) Shops and cafes

4.6 There was a general consensus that the Trading Company would continue to operate the cafes and other sales outlets on High Life Highland business premises and that, in its business plan, the Company would:

· Set out its plans/suggestions for additional shops and commercial outlets such as coffee shops in libraries

· Include targets to improve the return from existing outlets by, for example

· Increasing prices (subject to ensuring that price levels do not deter users from using the facilities)

· Improving the range of goods on offer on High Life Highland sites (e.g. not just swimwear at leisure centres)

(2) Commercial spin-offs from core High Life Highland business 

4.7 Whilst recognising that High Life Highland can take forward activities that generate income, provided that they advance its charitable objects, there were a range of ideas presented whereby the Trading Company could offer a range of additional services which are ancillary to the core business of the charity.  Ideas included:

· Pay-to-enter sports events, outdoor activity courses and other events

· Week long art classes with accommodation etc. (as in France)
· Ancestry tourism online

· Online sales of archive photos and maps

· Provision of child care facilities

· Selling High Life Highland databases for marketing purposes

(3) Commercial exploitation of the High Life Highland brand 

4.8 Two groups suggested that there was scope to exploit the High Life Highland brand, possibly in partnership with an associate company.   This might include:

· HLH-branded clothing & other products (with the High Life Highland logo)

· Having a High Life Highland retail outlet
(4) Public sector grants and sponsorship

4.9 The Funding and Sponsorship Committee has recommended that it should be wound up and its functions transferred to the Trading Company.  There were various opportunities identified in the area of funding and sponsorship including:

· More sponsorship of events and facilities

· Selling the naming rights for libraries etc. (a focus on targeting wealthy philanthropists and corporate social responsibility budgets)

· A concerted effort to bid for public sector grants from national and regional bodies

4.10 However, it was recognised that the only way to maximise the amount of sponsorship etc. income may be to employ a dedicated Fundraising Manager and the natural employer for such a manager would be the Trading Company.  In its business plan, the Trading Company should set out the case for employing a Fundraising Manager together with realistic targets for the net income that would be generated by this post.  It would then be for the High Life Highland board to approve or reject the case made for this ‘investment’.

4.11 There was no consensus as to whether the remit of the Fundraising Manager would include the sale of Corporate HLH Membership packages.

(5) Projects allocated by the High Life Highland board

4.12 In the review of board effectiveness undertaken in the morning of 23 August, the board of High Life Highland agreed to develop a ten year corporate plan which would identify the major projects and areas of work that the board would like to see advanced in the next ten years.  One group identified five projects which would feature in the new corporate plan and could potentially be passed over to the Trading Company as a whole, or in part, to develop:

· Hilton Community Centre wellness hub

· Inverness Museum Gallery and Library

· Ancestral Tourism (web heritage)

· Highland Folk Museum phase 3

· Inverness campus
4.13 This would be an iterative process whereby the board would specify key projects that the Trading Company would undertake on its behalf on an ongoing basis and allocate the staffing and other resources needed to deliver the outcomes required.

5. Next steps
5.1 It was agreed that:

· The Trading Company board will oversee the development of a business plan, for discussion and approval by the board of High Life Highland

· The Chief Executive of High Life Highland will report back to both boards on the resource allocation required to write the business plan and, as information becomes available, to deliver it 

· The business plan will set out in detail how the Trading Company proposes to deliver (or ensure the delivery of) the agreed commercial income targets (at least 10% year-on-year growth as per 3.1 above), with projected income and expenditure figures broken down by category of activity (shops and cafes, commercial spin-offs from core High Life Highland business, funding and sponsorship etc.) 

· The business plan will set out the resource implications (staffing and budgetary) associated with all of the proposed activities contained in the business plan

· On receipt of the business plan, the board of High life Highland will scrutinise the plan and the feasibility of the projected income and expenditure targets contained therein.  In light of all the information available to it, including resource implications and its own risk appetite, the board of High Life Highland will amend and approve the business plan

· High Life Highland should not ‘place all its eggs in one basket’ and rely exclusively on ambitious income generation targets to meet its financial targets.  It also needs to focus on achieving cost reductions in its core business (the 85%)
· The performance management arrangements within High Life Highland as a whole should ensure that all relevant managers and staff in the ‘Group’ are given targets to generate HLH memberships, sponsorship, sales or leads etc. and that it is not left solely to the Trading Company and its staff 
5.2 The discussions of 23 August were only the starting point on the journey towards finding an agreed and substantive role for the Trading Company.  Clearly, further discussions will be required to build on the progress made.

David Nicholl

6 September 2013

  
