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Cabinet Secretary for the Rural Economy  
Fergus Ewing MSP 

 

F/T: 0300 244 4000 

E: scottish.ministers@gov.scot 

 

 

Gordon Lindhurst MSP (Convener) 
Economy, Energy and Fair Work Committee 
By e-mail: economy@parliament.scot 
 
 
 
 
 
 
7 October 2019 
 
 
Dear Gordon, 
 
Thank you for your letter of 2 October 2019 regarding the questions you wish to raise with 
me relative to your Pre-Budget Scrutiny work. As you have identified in your analysis , it 
has undoubtedly been a demanding year for  Highlands and Islands Enterprise (HIE) and I 
welcome the Committee’s interest in the significant and wide ranging activities of the 
agency.  
 
You have listed the VAT liability, the Sutherland Space Hub project and the breakdown of 
the funicular railway at Cairngorm Mountain as risks you have identified through your 
analysis of HIE’s annual accounts and asked if I am satisfied that HIE have the expertise 
in place to manage these risks. Given the complexity of these matters, I have set my 
response out in separate sections below. 
 
VAT Liability 
 
In 2017, HMRC reviewed HIE’s VAT arrangements and concluded that they should be 
reviewed and updated. HIE commenced a review and engaged Ernst and Young to 
provide expert advice in this technically complex area on both the reviewing of their VAT 
arrangements and in terms of agreeing a settlement with HMRC on any backdated liability 
which could date back to 1 April 2014. HIE have therefore made a provision for this 
totalling £4.534m in their accounts.  
 
I am aware that HIE meet with Ernst and Young on a regular basis along with The Scottish 
Government’s Head of Indirect Taxation. This forum provides an opportunity for the in-
depth experience of Ernst and Young to inform the future direction HIE should consider 
whilst ensuring The Scottish Government remain well informed.    
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Space Hub Sutherland 
 
Responsibility for the space sector of course sits with Ivan McKee, the Minister for Trade, 
Investment and Innovation.  However, in my capacity as the Cabinet Secretary responsible 
for HIE, I will outline how HIE as the lead enterprise agency is managing the risks 
associated with this novel and complex project.  
 
HIE has strong governance structures around this project, and have tested their 
management of the project through an independent gateway review.  HIE has established 
an in-house Space Hub Sutherland team under a dedicated project director and have 
secured specialist technical advice with expertise in the sector.  HIE are currently 
establishing a formal technical advisory group to take forward the next stage of the project. 
The Scottish Government are working closely with HIE on this project and are aware of the 
controls and mechanisms in place. 
 

Cairngorm Mountain 
 
I have been clear on my commitment to ensuring that the economic and environmental 
benefits continue to be fully realised as Cairngorm Mountain is a key asset to the local 
economy and to Scotland as a whole. 
 
The issues at Cairngorm are both complex and multi-faceted from the stabilisation of the 
operating company to the technically challenging engineering requirements to address the 
challenges currently affecting the funicular railway.  
 

HIE are continuing to carry out appropriate due diligence around the technical aspects of 
this to fully capture the totality of financial costs associated with this complex work and the 
costs associated with the repair of the Funicular that HIE provided to you are currently high 
level estimates. 
 

HIE has recently appointed a dedicated project manager to focus on operations at 
Cairngorm Mountain.  This is in addition to the experienced project management expertise 
in house supplemented by external project management advice and expertise in design 
capability and a range of consultancy support.  
 
Impact on HIE’s ability to deliver economic development services to the Highlands 
and Islands region 
 
HIE continue to provide economic development support to the Highlands and Islands 
region and as outlined in their annual report, they successfully delivered all of their key 
measures for 2018-19, with six out of eight measures exceeding the target range and 
successfully supported 1051 FTE jobs to be created or safeguarded in addition to 166.75 
FTE jobs in fragile areas.  This is in tandem with managing the Spacehub and Cairngorm 
complex areas of work. 
 
As outlined above HIE recognises the need to devote considerable staffing resource and 
procure external expertise to ensure that major projects and challenges are managed 

http://www.lobbying.scot/


 

 
Scottish Ministers, special advisers and the Permanent Secretary are 

covered by the terms of the Lobbying (Scotland) Act 2016.  See 

www.lobbying.scot 
 

St Andrew’s House, Regent Road, Edinburgh  EH1 3DG 

www.gov.scot 


  

3 
 

effectively, and I have assurances from senior management at HIE that they are alert to 
the risks that this presents.   
 
Nature of the relationship between HIE and The Scottish Government 
 
Finally, you asked about the relationship between The Scottish Government and HIE. As 
the Cabinet Secretary responsible for HIE I provide strategic guidance and each year 
issue a letter of Strategic Guidance to the Chair of HIE. 
 
On a more practical level HIE work closely with their sponsor team in the Scottish 
Government as well as with policy and finance officials. Official meetings are also held on 
a regular basis at both senior Scottish Government official and Ministerial level with the 
Chair and Chief Executive of Highlands and Islands Enterprise. 
 
This regular engagement ensures that Scottish Government are aware of progress on HIE 
activities which is essential to ensure that HIE continues to access the levels of support it 
requires to deliver on their key priorities. 
 
 
I hope this information is helpful. 
 
 
 
Yours sincerely, 
 
 
 
 
 
 
 

FERGUS EWING 
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