Just Transition Fund
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Project Name North East Adventure Tourism
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Aberdeenshire Council

: ' - | Skills Development Scotland
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Just Transition Fund North East Adventure Tourism Page 1 of 38
Expression of Interest




Contents

L. EXCCURIVE SUIMITIAIY . ..o oottt eeeeiiiee e itrees reer et see st eaetaessesaabeneessnia st eseesansbbenaessesaan asrassaras nerassssnnrnersse 4
CoSt AN FUNGINE TABEES ..ottt vt st s e b b e e e aras sre sees e e sesmssseneansncasas 5
2. INtrodUCtion / CONMEEXE......ccooeiieiiiicieiieeite et e s et e be s be st e s betesbe s e sessaatbataaseesaet ses saebsanssresnsssesnssbennes 6
Profect DESCIIPLION . ... e e 6
Delivery Model .. ... 7
3. Demonstration of EHIDIITY ... i era b e s e s e e st a e b e rasa e e st a et b e s rE e at e areean 3
Delivering against JUst Transition GULCOMES.........icciin e s e as st spe s e cesr e sresrae s 9
Long-term Project FUNding REQUITEMENT .........c.cc.vveveeeeeveriser e sesosseseessss s sessnesssaen e raies 9
. PrOPOSAL.....cooiriiciiriiit e et e e e e E e s R e R e e R Re R s e eRnbe s AReesbbr e R ee sresaREaane
* What will be delivered.......
GIENSRBR. ... ottt et een e st st s b e e bt n L e et a e R e nhe s e b e RenheaR e e e A S e sa e R e e er e e e sarenebenenre e 10
TArIand TraIES. .ot r e er e rne s ere b nrnre R A s 11
THANSIEION EXEIBIME......oii i s e e s ern s s eres e sar e ere b ranee e rnas breeb e rnaban b ebs e s s nbsbaean 11
ProJECE IVIANAZET. ..ot erere s ser s s e seeress e e e s ra b s e e br e e br e e e as e s e s bn e oo sabn e e sanees sasbesasrsnsrnnesran 12
Delivery MEthod .. ... et e sa e bbbt s e r e s e b e nt s Rt b rean 12
Project DeliVery MO ... ..ottt r e a s e e st e e r e bbb At s seasn s e er e st s s sant e nrerbeeas 13
5. Ongoing Positive Impact Against Just Transition QULCOMES ... 14
6. Social, Environmental and Delivery Risks and Approaches to Mitigate ... 15
7. impact on Good Green Johs, Fair Work, and Community Wealth Building.............cccceevi e 16
GOOM GFEEI JODS ...c.ie ettt re s st e e eees b s b e se e s e r e s se s s abesEe st s et e see s s e s e raranarennenranres 16
Community Wealth BUIlding ...........ccoooviiii et str et e s e an e e rs 16
T T OO U OO TSRS OURVR 16
8. Demonstrate Additionality and Requirement for lust Transition Support ...........ccoociiiinccninnn 17
Rationale for INTervention ... e e s sae s st b enres s srrsras e enaresnrneenses 17
Main Economic Market FAIUPES. ..o e e s nnbsse st e sne s s s esnsnneras 17
Positive EXternalities ... e e 18
B UIEY . 11 teraeevosho vesesies oaearabeaaebesbae e e e a s e et e g ssges e gt e Sabbe had £ ehad £ RSt bb e e b e eER e Sh e R e R b e AR A b e LANE SRR e Rh R e Rt ke seadaaen b e s i8
9. Evidence of existing transparent partnership and engagement with relevant local communities....... 19
Stakeholder Engagement and Consultation ..,..........cco i i9
Overview of stakeholder engagement to date ... 19
Stakeholder Testing Overview — March-April 2021 ... s nene 20
10. Briefly outline the strategic fit to Scottish Government Priorities ..o . 21
11, Project timeline and ability to receive and spend funds in 2022/23 .........c....ccoviivimiiininnesrnsenenreens 22
12. o a YT =Ll Ta (ol o T [ T S 23
Appendix 1 — CommuUNity Projects ... i i s 24
bust Transition Fund North East Adventure Tourism Page 2 of 38

Expression of Interest




Aberdeenshire Trails ASSOCIAEION . .......coiviiiiiie ittt es et e e ettt tessremeasssreesssressssessarssssstsresesstenssanes 24

GlENSHER. .1ttt bbb bt s e bbb a b ne et et e et e bt 24
Gravitate NOrth East ... et n et bbb s b s b snese i e b sban 25
HUNtly DEeVElOPIMENT TIUST .....ccocovieiccicccent e st e b sr e bt s st st s e s b et antststean b eaoratanee 26
NOFth East HIZhIAN WAy ..ot it s sttt sab e sse e srteasee st e e saesnreeantessetaseseenan 27
Tarland Trails 2. s et b st bbb sre e sa et st s e s e e in 28
TranSHION EXEEME. ...ttt et et e s e sas s b et es e ebbeses e sbasbebssbbe s stn e 28
AppendiX 2 — Project DESCHTION .o e e e sas e st sse s bt et b es ot d b eesantbesrenres 30
APPENdiX 3 — FUNINE VOt oo reerirsessessnseseaseseoser e esaseesree e eeeseoees e s oo rirenn 34
Appendix 4 — Market Demand TestiNG. ..o s st e s eias a5
- Appendix 5~ Regional and National Strategic Fit ... e 37
hust Transition Fund North East Adventure Tourism Page 3 of 38

Expression of Interest




1. Executive Summary

The North East Adventure Tourism (NEAT) project is a £20m investment to transform the region into a world-
class destination for adventure tourfsm by facilitating the development of high quality, sustainable facilities
and low carbon infrastructure.

NEAT will harness north east Scotland's vast array of natural assets, transforming a rapidly growing sector into
a market-facing industry. The project will deliver sustainable growth and jobs for rural communities and
Aberdeen city. It will offer an innovative and accessible range of adventure tourism facilities and events,
drawing high-spending visitors to the region while providing inspiring amenities for residents and visitors, it

will increase access to the outdoors and encourage mcluswe pa rtlc:pat|on in active I|festy|es to :mprove hea!th

and wellbeing.

NEAT is contributing to the regional transition from a heavy reliance on oil & gas by developmg the north east

Tds & World €lass destifvation for adventure tourism.” (Addptation and Resilience)

By supporting local businesses to address the challenge of developing low carbon facilities and delivering low
environmental impact adventure activities and experiences, NEAT represents a pioneering approach to
tourism. This, in conjunction with long term strategies and net zero ambitions of project partners, will
maximise the opportunity for high value, low impact tourism. By building on the north east of Scotland’s
natural capital of coast, rivers, lochs and mountains, adventure tourism will be a key area for sustainahle
economic growth and diversification. (Environmental Protection and Restoration; Decarbonisation and
Efficiencies)

NEAT is working to facilitate the cocreation of community-driven, industry-led adventure projects which will
grow the regional economy while improving health and well-being and delivering inclusive growth, This will
provide sustainable, local jobs, and contribute to community wealth building by empowering capable and
resourceful communities to deliver social and economic growth. (Citizens, Communities and Place)

NEAT will nurture, develop and retain the best adventure tourism skills in the north east through a
combination of leadership and skills development programmes; a focus on training support and inspiring
young people to join the industry; ensuring skills are developed and companies supported to drive a
competitive advantage for the north east and Scotland. NEAT will also support and enhance access to the
outdoors and encourage participation for all in active lifestyles to improve health and wellbeing, Creating
vibrant communities will have an important social impact and help to attract new talent to the area. (Jobs,
Skills and Education)

The ambition is to generate new businesses, drive company growth and create sustainable jobs in a sustainable
environment. By 2030 NEAT has potential to create around 500 jobs, increase adventure tourism turnover in
the north east by 20-25% and increase GVA from £57m to £70m. (Business and Economy)

Opportunity North East {ONE) is leading the NEAT project in partnership with Scottish Enterprise, Developing
Mountain Biking in Scotland, VisitAherdeenshire and Aberdeenshire Council. A full list of infrastructure
projects included in NEAT can be found in Appendix 1.

Over the last 3 years NEAT has secured £890,000 of investment which has allowed initial project activity to be
delivered including business and industry development, marketing and promotion of the region as an
adventure tourism destination, increased collaboration within the sector and across the supply chain and the
identification, scoping and planning of 6 infrastructure projects. Funding to date has been committed by ONE,

Just Transition Fund North East Adventure Tourism Page 4 of 38
Expression of Interest




Scottish Government (through the North East Economic Recovery and Skilis Fund {NEERSF) and businesses and
sactor organisations and local authorities.

A significant capital investment is now required to move NEAT into the implementation phase where
construction of the infrastructure projects can begin.

This application is seeking capital grant funding from the Just Transition fund of £737,000 in year 1 to deliver
project activity on three infrastructure projects by 31 March 2023.

s Glenshee Ski Centre: Zipline prefabrication works completed in 4-week timeframe from funding award.
Total funding required £340,000. Completion by December 2022
+ Tarland Trails 2: 2 blue mountain bike trails and 1 red trail delivered between October 2022 and March

2023 Total funding required £215,000.
» Transition Extreme: 1 new pump track to be constructed in 8-week timeframe, commencing on the
awarding of funding. Total funding required £182,000

infrastructure project activity which can be delivered in 2023/24 is in the process of being scoped, however
capital projects totalling £5.85m have been identified within the larger projects listed in Appendix A and are
being further investigated. This application is seeking a further capital grant funding allocation of £2,363,000
in year 2 of Just Transition Funding to these projects at this stage would allow the procurement to get
underway now to ensure that activity can be fully delivered over the course of 2023/24.

Cost and Funding Tables

_Nature of Expendi =
Low Carbon Infrastructure
Destination Promeotion 135 190
Industry and Skills Development 100 130

Growing the Sector through
Collaboration

T
[ 3ust Transition Approval Sought 0| 737 2,363 0 3,100
Just Transition 0 3,100 6,000 9,100
UK Govt 0 4,000 4,000
ONE 275 300 575
Other Private Sector 15 388 403
Local Authorities 15 800 815
Sector organisations 60 200 260
Other Public Sector 575 4,000 4,575
Total Project Funding 40 "

Just Transition Approval Sought | | 3,100 3,100
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2. Introduction / Context

Project Description

NEAT, led by Oppoertunity North East in parinership with Scottish Enterprise, Developing Mountain Biking in
Scotland, VisitAberdeenshire and Aberdeenshire Council, will be a catalyst for the regional transition to a
sustainable economy focused on inclusive growth. NEAT is supporting rural economies ta increase the
adventure sports offering by delivering fit-for-purpose activities that will contribute to community wealth
building and the wellbeing of communities. The projects supported by NEAT are driven by community groups
looking to enhance the apportunities and quality of life in their local communities and will not only transform
the adventure tourism sector in the region but also contribute to the strategic socio-economic goals for the

region. NEAT is also developing a programme of activity to support and develop the knowledge and skills set
of north east to deliver adventure sports activities through sustainable use of the natural assets in the region.

Over the next 5 years NEAT will facilitate the delivery of high quality, sustainable facilities and low carbon
infrastructure; continue to support communities to create an adventure tourism cluster through industry-wide
collaboration; and support high growth, sustainable companies with strong leadership and a skitled workforce
so that the north east is seen as a leading adventure tourism destination with a sustainable economy, skilled
workforce and inclusive growth across its rural communities,

Prior to the development of NEAT, the adventure tourism industry in the north east was fragmented with no
coherent industry development, marketing, or presentation of a distinct identity, Significant gaps in the
region’s offering and a lack of innovative infrastructure resulted in a failure to attract new visitors and raise
the profile of the region. There have always been good pockets of activity covering walking and climbing;
mountain hiking and cycling; marine and river activities; and snow-sports however the market remained
largely undiscovered, out with the local area, and significantly overshadowed by other regions, such as the
Borders, Highlands and Loch Lomond as an adventure destination.

Since 2020 there has been over £700,000 of stakeholder investment in the NEAT project from both the public
and private sector. This has resulted in greater industry cohesion and collaboration; the creation of a NEAT
brand and identity to which the industry has bought in; the development of new facilities and securing national
events in the region, all fed by two NEAT project coordinators. Momentum within the adventure tourism sector
is growing in the north east as participation and business start-ups increase,

in order to deliver an our ambitions for the north east, it is important to recognise the breadth of engagement
and investment which will be required. This is not only to develop the adventure tourism infrastructure and
offering, but also to ensure businesses are supported to grow, collabeorate and create new employment and
training opportunities for local people; provide access to the outdoors and encourage active lifestyles to
improve health and wellbeing.

Over the next 5 years there will be a requirement for a £20m investment in NEAT to deliver on the four key
elements of the North East Adventure Tourism delivery medel: Low Carbon Infrastructure; Destination
Promotion; Industry and Skills Development; and Collaboration. These four areas are described in detail in the
diagram and subsequent narrative in Appendix 2.
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The strategic and smart objectives are;
5-year Strategic Objectives
¢ (reate a sustainable and environmentally responsible adventure tourism destination operating low
carbon best practices.
* Support community wealth building though cocreation of adventure experiences
* Generate sustainable, local jobs by growing adventure businesses through collaboration, innovation
access to funding, and developing digital capabilities to meet (or exceed) customer expectations.
s Increase skills and training opportunities to support businesses in moving to low carbon practices
» [ncrease adventure tourism visitor spend in the region by more than 20%

. Smart Objectives.to.March 2023._.

s 1 project manager contract extended to oversee project delivery through to March 2023
e Prefabrication work completed for zipline at Glenshee by March 2023
——we-—2-new blue-evel trails completed at Tarland Trails 2 site by March-2023 -
¢ 1 new red level downhill track completed at Tarland Trails 2 site by March 2023
* 1new pump track installed at Transition Extreme by March 2023

Delivery Model

NEAT is led by Opportunity North East with delivery activity contracted to Developing Mountain Biking in
Scotland. Opportunity North East is the lead accountable body for NEAT, contracting with delivery partners
and responsible for securing partner funding on an ongoing basis.

This project will form part of the ongoing programme of activity for NEAT to which ONE has committed funding
and will continue to fund activities which cantribute towards the overall ambition.
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3. Demonstration of Eligibility

Opportunity North East is based in Aberdeen City and works with industry and public and private sector
organisations across Aberdeen City and Shire and Moray. The NEAT project covers the whole of the region
working with communities across Aberdeenshire and the infrastructure projects cover Aberdeen City, Shire
and Moray.

A% Absrdesn and Key Infrastyucture frojects
Aberdeenshire boundary
SHITARRERIARITANAdAIdNdN
AS0, A2, AQY, AGS Hoh Eastiighand way B camgorms Matiena patk

{Proposedrountd) - e e e

HBRTUY DISTRICT THUST
GREENMYRESPRCIELT

f TRANSITION
EXTHREME

X Aberdeen

ONE will be the lead partner in terms of drawdown of public sector funding and will contract with project
owners and delivery partners. ONE is proficient in delivering projects in line with public sector procurement
processes and will ensure NEAT will follow good public sector practice in the development of its procurement
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policies, ensuring, particularly, where public sector funds are utilised, an open tender process is followed
which is in line with public sector procurement guidelines.

Delivering against Just Transition Outcomes

NEAT will contribute to the following Just Transition outcomes:

s Citizens, Communities and Place; NEAT will nurture and support a number of community-driven,
industry-ted adventure projects which will grow the regional tourism economy whilst improving health
and well-being associated with physical activity and the outdoors and create a sense of place and enhance
community pride.

« Jobhs, skills and education; NEAT will nurture, develop and retain the best adventure tourism skills in the

collaboration opportunities, a focus on training support and inspiring young people to join the industry,
ensuring skills are developed and companies supported to drive a competitive advantage for the North

SN S - 13 W R e

+ Business and Economy; The adventure tourism opportunity has the potential to attract significant
investment into our communities and to ensure businesses are supported to grow, to collaborate and to
create new employment and training opportunities for local pecple.

+ Adaptation and Resilience; As the North East of Scotland transitions from heavy reliance on oil & gas,
tourism has been identified as a key area for economic diversification. NEAT offers an opportunity to
capitalise on this to generate green jobs and sustainable businesses that will grow economic output as
part of a managed and orderly transition.

+  Environmental Protection and Restoration; By building on our natural capital and making the most of
our coast, rivers, lochs, mountains and city North East Scotland will transition to a world-class, low-carbon
destination for adventure activities and sports by 2030 while ensuring the natural environment is
protected.

» Decarbonisation and Efficiencies; The proposed infrastructure projects will be delivered in line with fow
carbon best practices. Buildings will be designed in line with Green Energy strategies; where possible to
{re}use local materials, capture rainwater and minimise surface run-off, and both minimise energy use
and be powered by renewable energy. Where possible trails will be created using ‘as dug’ materials
which requires minimal importing of materials. A number of sites will also support Green Energy
strategies were possible through the installation of wind turbines for clean energy and EV charging
points.

A full table of how NEAT contributes to the Just Transition Outcomes can be found in section 5.

Long-term Project Funding Requirement
Over the next 5 years, there is a requirement of £16.5m capital funding of the total 5 year, £20m project
costs. For a full financial summary see Appendix 3.

Project activity to be delivered before 31 March 2023

s Glenshee Ski Centre: Prefabrication works completed In 4-week timeframe from funding award. Total
funding required £340,000. Completion by December 2022

o Tarland Trails 2: 2 blue trails and 1 red trail delivered between Octoher 2022 and March 2023, Total
funding required £215,000

s Transition Extreme: 1 new pump track to be constructed in 8-week timeframe, commencing on the
awarding of funding. Total funding required £182,000
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4. Proposal
Capital funding is required to move the project into Phase 2 and the implementation of the infrastructure
projects.

PHASE2 ) PHASE 3

Mar 2022 -Mar2027 Mar 2027 — Mar 2030

& Complete businesé tase_ Construction of infrastructure
® Securefunding -~ Operation and delivery
‘Implementation and project Completion of infrastructure
delivery - projects
»_Construction of infrast dctﬁ_fe i Infrastructure projects in

"'» Operation and delivery - operation open to public

What will be delivered

Glenshee

The {ong-term aim at Glenshee is to sustain the snowsports alongside enhancing the centre’s summer offering
by diversifying the activities offered. Glenshee has fallen behind the summer activities being progressed at
other resorts in Scotland, such as Glencoe, Nevis Range and Cairngorm Mountain which have had extensive
support from Highlands and Islands Enterprise to enhance their year-round destination credentiais. The
centre’s diversification is focused on developing a compelling summer offer, principally in mountain biking and
adrenaline experiences including zipline safari and tubing slides. By transforming Glenshee into a multi-activity
centre with high quality infrastructure it will provide users with an all-year-round experience. A full project
description can be found in Appendix 1.

The first stage of this project at Glenshee will be the Pre-Site Fabrication and Material Procurement for the
ziplines. This will include the following:

»  Double zipwire start platforms and finish gantries

+ Steel design, material procurement and fabrication, plus delivery
+ Headrush ZipSTOP braking system unit procurement

e Guywire and Zipwire wire rope procurement

+ P.PE x36sets

The total costs for this work will be £340,000.

The work is expected to take 4 weeks and can commence as soon as funding becomes available. This work will
then allow for the groundworks and concrete foundations to be started in the spring of 2023, and subsequent
work to follow in 2023 with the aim for the ziplines to be operational by August 2023,
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Tarland Trails

Tarland Development Group is a local group of volunteers which aims to plan, fund, promote and maintain
developments in the Tarland area for the benefit of the community, visitors and local businesses. Already
under construction, Tarland Trails 2 will provide a larger network of local trails and construct a new mountain
bike trail centre within 3-5 years featuring a network of trails of varying difficulty which complement existing
trails in the village and in turn establish a sustainable community of new and repeat visitors to the area. The
new trails and centre will provide a ‘skills-bridge’ between other more technically advanced trails in the region
by creating a ‘hub’ for Mountain bikers of all abilities and to provide ongoing improvements to the existing
Tarland Trails infrastructure. The success of Tarland Trails 1 development was evidenced in the sustained
visitor numbers to that site. Tarland Trails 1 however has not proved large or challenging enough to keep up

with demand for quality sustained and maintained trails in the region. A full project description canbe found

in Appendix 1.

~ Tarland Development Group have a strong tr track record to deliver planned activities. Work on the Tarland

Trails 2 project is alreadv underway and to ‘date £822,379.98 has been secured and committed to trail
development.

Further funding is required for:

sz aavty T e
New blue trail climb up to Pittenderich 1 £12,000
T Ty B 0060
New main red downhill track | ~ £126,000
Infrastructure and Planning Resource |  £7,000
e T

Construction work on the 3 new trails can be completed between October 2022 and March 2023,

Transition Extreme

Transition Extreme is a modern social enterprise that aims to offer the very best in extreme sports experiences
as wel| as using those sports and their cultures to effect positive change. Transition Extreme is also an award-
winning vouth charity with connections to ‘Sport for Change’ organisation SPORTED.

Enthused by the support for adventure tourism projects in the north east, and considering strategies to
address Covid-19 recovery, Transition Extreme have an ambitious plan to develop their site and activity
offering. The centre plays a strong role in community wealth building, aiming to get more people involved in
sport, delivering health, educational and social benefits to the community. For 16 years Transition Extreme
has played a huge part in driving social and health benefits across the city and Aberdeenshire. Through the
academy programmes the centre has worked with over 180 young children and assisted them with positive
choices and finding employment. By providing a home for skateboarding and BMX riding in Aberdeen the
centre has reduced anti-social behaviour across the city. The ‘Learn to Ride’ schemes have taught many of
areas young kids how to ride a bike. Transition Extreme also works to improve disabled access to the activities
and assist in rehabilitation, increase the number of women and girls participating in BMX, skateboarding and
roller skating and offer opportunities for individuals from deprived communities through partnership with the
Lighthouse Foundation and the Partnership Pot. A full project description can be found in Appendix 1.
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The first phase of activity on site will include the creation of a new Pump Track facility. Ultimately, the pump
track Is a simple addition to the centre and is an excellent fit with the ambition to provide greater offering that
will appeal to all ages and ability. There is currently £60,000 Scottish Cycling Facilities match funding secured
for this work.

All work will be completed in an 8-week timeframe and can commence as soon as funding is made available.

Project Manager

A project manager contract will be extended to support the delivery of low carbon infrastructure projects
identified for development. The project manager will be employed by Developing Mountain Biking in Scotland
and contracted to Opportunity North East for the duration of the project. It will be the role of the project
manager to work closely with the infrastructure projects to ensure work is delivered in line with the agreed
milestones and support in sourcing of contractors and liaising with NEAT partners.

ONE has committed to funding the project manager for the period to March 2023,

Delivery Method

The strategic direction of the project is determined by the Steering Group, made up of Scottish Enterprise,
Aberdeenshire Council, VisitAberdeenshire and Developing Mountain Biking in Scotland and led by
Opportunity North East.

All project funding will flow through ONE. The Project Manager will be employed by Developing Mountain
Biking in Scotland and will work under contract with ONE,

ONE will provide grant funding to the infrastructure project owners who will then contract directly with
delivery partners.

The NEAT Steering Group has a track record of estahlished partnership working and effective delivery for 3
years from developing NEAT as a concept, delivering activities to support the adventure tourism industry and
building momentum for adventure tourism in the north east. Just Transition funding is now reguired to move
the work into the implementation stage and continue to build on the foundations created by the project
partners to date.
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5. Ongoing Positive Impact Against Just Transition Outcomes

-Just Transition Outcomes

“NEAT:Contribution

“support and accelerate the trans;tion of the
region and support the role of Aberdeen and the
wider north east as ane of Scotland’s centres of
excellence for the transition to a net zero
economy.”

Pat 1: large-scale investments that support the
creation of good, green jobs and help peopie
move into new and growing sectors

» NEAT will deliver a worid-class destmatlon for aduenture tourism.
o NEAT will facilitate and support industry and community wide

collaboration, generating new businesses, driving company growth
and create valuable green jobs in a sustainable and rural environment
through building an adventure tourism centre of excellence,

s Design, development and delivery of new infrastructure using efficient

and sustainable economic approaches that actively support fow-
carbon investment practices.

| Citizens, Communities and Place
support dffected regions by empowering and

mwgoratmg communmes and strengthenmg

Tocal economies.

e NEAT will nurture and support a number of community-driven,

industry-led adventure projects. It will support business growth and

“'being associated with physical activity and the outdoors.

o NEAT will support the creation of jobs in rural communities through

the construction, implementation and delivery of adventure activities.

lobs, skills and education

Equip people with the skills, education and
retraining required to support retention and
creation of access to green, fair and high value
work.

» NEAT will nurture, develop and retain the best adventure tourism skills

in the north east through a combination of leadership and skills
development programmes to align business and collaboration
opportunities, a focus on training support and inspiring young people
to join the industry, ensuring skills are developed and companies
supparted to drive a competitive advantage for the North East.

Business and Economy

support a strong, dynamic and productive
economy which creates wealth and high-quality
emplayment across Scotland, upholds the UN
Guiding Principles on Business and Human
Rights, and continues to make Scotland a great

place to do business.

+ Post covid, Adventure Tourism is a sector with a strong growth rate.

The adventure tourism opportunity has the potential to attract
significant investment into our communities and to ensure businesses
are supported to grow, to collaborate and to create new employment
and training opportunities for locai people.

« Supporting communities to create a strong, dynamic and productive

economy which delivers wealth and high-quality employment.

Adaption and resilience

identify key risks from climate change and set
out actions to build resilience to these risks,
ensuring our economy is flexible, adaptable and
responsive to the changing climate

» As the North East of Scotland transitions from heavy reliance on oil &
gas, tourism has been identified as a key area for economic
diversification. In 2016, it was estimated that adventure tourism
generated £57m GVA per annum and supported an estimated 2,038
jobs across the region. NEAT offers an opportunity to build on this
baseline to generate new jobs and businesses that will grow economic
output as part of a managed and orderly transition.

Environmental protection and restoration
protecting and restoring our natural
environment.

o NEAT will make the most of our natural capital of coast, rivers, lochs,

mountains and work with local communities to protect and preserve
the natural environment.

Decarbonisation and efficiencies

contribute to resource efficient and sustainable
economic approaches that actively encourage
decarbonisation, support low-carbon
investment and infrastructure, and avoid carbon
"fock-in’

¢ Proposed infrastructure buildings will be designed in line with Green

Energy strategies; where possible to {re)use local materials, capture
rainwater and minimise surface run-off, and both minimise energy
use and be powered by renewable energy.

e Supporting Green Energy strategies were possible; Active travel; EV

charging points possibility of hydrogen refuelling station etc,,

Pot 3: investments that support capacity and
capability-building to help deliver a successful,
impactful Fund

e NEAT will support capacity and capability within the rural
communities by building resilience, ensuring inclusiveness and
supporting enterprising communities capable of dealing with
ongoing change.

Just Transition Fund
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6. Social, Environmental and Delivery Risks and Approaches to Mitigate

Increased visitors and potential
overcrowding

« Working with the sector supply chain including

+ Ongoing engagement with local communities where
projects are being developed.

» Working with locally owned SMEs, social enterprises and
community projects to deliver projects that will be of most
benefit to the communities.

» Ensure there is an awareness of the benefits the projects

_willbring to.communities.and the region e.g., jobs,

physical and mental health and wellbeing.

:_En\nronmental

ccommodatlon, tour guzdes etc. -

Species dtsturbance

» Environmental impact assessment completed at all sites

| * Site avoidance during breeding times

where projects are going to be developed

Tree fellihg' o

Overuse

+ Tree plantmg by Aberdeenshire Trails Association to
+ Where possible projects will work with the natural capital
+ Environmental Impact Assessments have been carried out

e Sign postmg to variety of sites and creating new ‘hubs’ of

replace any trees removed to create trails.
of the region and cause minimal disruption.

on all site where new facilities are to be constructed.

'Dehverablllty S

activity to spread traffic away from ‘hot spot’ areas.

Fundmg hot secured

delivery schedule

“Planning permissions not granted

. ......_.|options and work closely with funders
Project owners do not deliver to

e | information for pfanning to be granted.
Specialist contractors not identified

Ongoing collaborative relationship building with partners
(steering/working group) to identify potential funding

Ongoing close workmg relatlonshm with prOJect owners
through the NEAT project manager; monitoring and
reporting in process in place. Work closely with specialist
consultants to ensure timelines are met.

Infrastructure and pEannmg spemalist recruited to work with
project owners to support them in delivering all necessary

Early engagement with potenttal delivery partners and
relationship building between the NEAT project manager
and project owners established well in advance of delivery.
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Expression of Interest

North East Adventure Tourism

Page 15 of 38




7. Impact on Good Green Jobs, Fair Work, and Community Wealth Building

NEAT presents the opportunity to support sustainable economic growth; create sustainable local jobs for rural
communities; provide access to the outdoors and encourage active lifestyles to improve health and wellbeing;
and increase skills of individuals in the sector.

Good Green Jobs

By 2030 NEAT has potential to create around 500 sustainable, local jobs, and contribute to community wealth
building by empowering capable and resourceful communities to deliver social and economic growth. NEAT
will also pravide the ability to nurture, develop and retain the best adventure tourism skills in the north east

through a combination of leadership and skills development programmes; a focus on training support and

inspiring young people to join the industry; ensuring skills are developed and companies supported to drive a
competitive advantage for the north east and Scotland.

~ Community Wealth Building
NEAT is currently engaged with 12 community groups across Aberdeen City and Shire and is working to
facilitate the cocreation of community-driven, industry-led adventure projects to grow the regional economy
while improving health and well-being and delivering inclusive growth. NEAT is supporting rural economies to
increase the adventure sports offering by delivering fit-for-purpose activities that will contribute to community
wealth building and the wellbeing of communities.

The projects supported by NEAT are driven by community groups locking to enhance the opportunities and
quality of life in their local communities and will not only transform the adventure tourism sector in the region
but also contribute to the strategic socio-economic goals far the region.

Improving and promoting the quality of activities on offer will not only draw people into the region but also
benefit local communities and residents, They will be encouraged to explore their local area and get outdoors,
enhancing quality of life in the region whilst adopting a low-carbon lifestyle, delivering community wealth-
building and increasing well-being in the region.

NEAT will support and enhance access to the outdoors and encourage participation for all in active lifestyles
to improve health and wellbeing. Creating vibrant communities will have an important social impact and help
{o attract new talent to the area. The improved and additional facilities will also directly improve the
opportunities in community engagement, participation, outdoor activities, health and wellbeing, employment
and training opportunities, Community groups as the vehicles for delivery heips to ensure that the henefits of
investment and development will stay local.

Fair Work

NEAT works with established businesses as part of a support structure to aid in upskilling, new practices and
funding of projects, As part of our duty, we encourage all businesses we work with adhere to the fair working
principles resulting in business growth and therefore job creation.

ONE has existing relationships with the communities and netwarks present in the North East. This project does
not target a specific group as defined by the 9 protected characteristics.
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8. Demonstrate Additionality and Requirement for Just Transition Support

The NEAT business case is in development and will be completed by September 2022 for discussion and
implementation of activity in March/ April 2023. Additionality will be subject to full economic impact
assessment which is currently being undertaken as part of the NEAT business case,

NEAT 2022/23 has a fully committed project budget from funding partners 2022/23 to ensure project delivery
continues and momentum builds around the adventure tourism sector in the north east. Opportunity North
East £160,000, Scottish Enterprise £50,000, Aberdeenshire Council £10,000 and VisitAberdeenshire £30,000,
There has been no capital funding secured to begin to deliver the infrastructure project and move NEAT into
the implementation of Phase 2.

Rationale for Intervention
Pubiic sector mterventlon can address serious market fallures in the adventure sports sector and in domg a!

unlock economic growth along with su'pportmg the commumty bu:ldlng and weilbemg agendas Strategmaily
supporting business to exploit opportunities through good information relating to products and innovation,
management and technical skills, access to innovation and skills would enable the supply chain to exploit the
growth opportunity and support the creation of a sustainable industry.

This project addresses rurality by supporting the rural ecanomy and communities. If capacity is to be increased
an intervention must focus on supporting the industry to grow, look to opportunities, understand them and
link to other initiatives in Scotland.

The main market failures are Imperfect Information and Positive Externalities. These have manifested
themselves in the sector in the following ways:

Leadership and Skills

There is a lack of Leadership to coordinate and understand the opportunity that exists within mountain biking
and adventure sports. Development to date across the UK/Scotland has been disparate along with a lack of
strategic collaboration. It requires investment in time, leadership and management to understand and deliver
the greatest value for money from intervention, A sustainable collaborative approach between public sector,
third sector and commercial enterprises is required.

Stimulating Innovation

Companies do not have access to innovation knowledge and market intelligence. UK companies that have
problems requiring innovative solutions don’t have access to the knowledge or equipment to collaborate,
solve or innovate.

Infrastructure intervention to facilitate adventure sports activities
Around the world adventure sports centers in the bike or ski industry require public sector support towards
the initial capital investment to either provide new infrastructure or upgrade ageing infrastructure.

Main Economic Market Failures
Imperfect Information refers to a situation where individuals are not perfectly informed about the options
available to them. This can include situations in which the information is available, but the individual cannot
process the information accurately. In refation to the adventure sports this covers:

¢ Lack of information available on research, design, products, consumer demand, market trends

e Lack of information around innovation activity, testing; commercialisation/route to market

¢ Lack of information around skills/training; professional development

¢ lLack of information on company support programmes; access to finance
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Adventure sports has had little or no public sector investment in the North East in the past. Many projects
require the above type of support as detailed in the market demand section of the business case.

Research shows that when a company innovates, they are twice as likely to grow and three times more fikely
to export successfully. A number of common themes relating to the need and benefits of adventure sports
have been identified during the market demand discussions with key players and companies to explore and
record local demand for the NEAT project:

s Companies require support to enable them to innovate and grow
e There will be a requirement for research, design, developmental testing, destination promotion and
community building development, market/consumer trends and skills and training.

Positive Externalities
Positive Externalities — where an individual’s actions or behaviour directly impact on the welfare of others

_{positively).and.these actions .are not_taken into consideration in.decision making. Paradoxically positive..... ...

externalities, as they are not priced, are seen as examples of markets failing. Despite this they may be
something that public bodies may want to encourage.,

In the case of positive externalities, it is clear from a societal perspective that the total benefits generated by
innovation activities will exceed the private sector benefits alone. As the originating companies {in the case of
innovation), companies cannot recoup all these benefits in the selling price of any new product, process or
service there tends to be an under provision. Classic externalities would include investment in R&D and
investment in training.

In addition, investment in the projects will lead to wider societal benefits, such as improved health and
welibeing in users and this is not priced in any decision of private sector developers.

Public sector investment in infrastructure, innovation as well as skifls and leadership in these areas enables a
greater level of benefit to be achieved than would happen in the absence of the funding.

Equity
It is envisaged that without public sector support the North East adventure tourism sector will not realise the
opportunity that exists, perform to its optimum and become more comparable to other areas in Scotland/UK.
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9. Evidence of existing transparent partnership and engagement with
relevant local communities

NEAT is led by a Steering Group of regional public and private sector bodies inciuding ONE, Scottish Enterprise,
Developing Mountain Biking in Scotland, VisitAberdeenshire, Aberdeenshire Council. Other partners engaged
with the project are Aberdeen City Council and Cairngorm National Park Authority. NEAT is also currently
working with 12 community groups across Aberdeenshire to deliver project activity.

Development and delivery of the infrastructure projects, along with the support provided to community
groups deliver adventure tourism activities helps to encourage participation in physical activity by creating
activities for all. This will contribute to physical and mental health and wellbeing of residents and visitors alike.

Work delivered by NEAT is also creating opportunities to increase skills in the sector through upskilling or
reskilling as well as creating more jobs,

An increase in activity in local communities and building momentum for collective activity regionally is also

helping to create a sense of place and enhance community pride, all built around the natural capital of the
north east.
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Sectoral representation is crucial within any market demand testing process. The level of engagement within
“Community council/group” and “Local industry group/forum” is welcomed, given these forums and groups
represent collective voices, enabling us to state that stakeholders engaged with actually exceeds the “49"
stated in the table above. A full list of consulted stake holders can be found in Appendix 4
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10. Briefly outline the strategic fit to Scottish Government priorities

Scottish Government NEAT Contribution

National Strategy for Economic NEAT’'s community wealth building approach will use public and
Transforation private sector investment to create an adventure tourism
cluster in the region. This empowers local communities to
henefit from the natural capital in their area.

It is led by Opporunity North East and will be delivered through
the North East’s partnership approach aligned to it's regional

économic strategy.”

It will support the diversification away from oil and gas and
| support the developmént of adventure tourism in'the region.

tt will support the creation of new business and drive company
growth whilst creating sustainable green jobs in a rural
environment,

It will have people and place at the heart of it’s activities and
will support the development of fit for purpose green
infrastructure to support the adventure tourism sector along
with a focus on training.

it will learn from other projects such as the Mountainbiking
Borderlands project and will colloborate and learn from the
skills pathway they have developed.

National Tourism Strategy: Outlock | The NEAT project shares its ambition with Scotland Outlook 2030
2030 to create a better place to live, work and visit with people and
place at its heart.

Green ethics and low carbon practices

Promoting local distinctiveness/sustainability

Sustainable environmental management of facilities

NEAT will enhance the local guality of life and fostering a low
carbon lifestyle, provide guidance and support for businesses
organisations to become low carbon.

A full list of national and regional strategy outcomes which will be delivered by NEAT can be found in
Appendix 5.
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11.

Project timeline and ability to receive and spend funds in 2022/23

Timeline

Key:

Funding
received

awarded

&

0 Delivery contract

Funding contract
awarded
s Activity in
delivery

Just Transition Fund
Expression of interest

e fabrication - £333,000

. PumpTrack Canstruction - £173

,102

astruction of 3 New Trails

-£306,624
| !

Lol Project Manager in Po
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"' Planning and Infrastructure Reso
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Appendix 1 — Community Projects

Aberdeenshire Trails Assoclation

Aberdeenshire Trail Association {ATA) has a long-term vision to increase the quality and sustainability
of the region’s mountain bike trail network by deploying proactive maintenance measures - working
with landowners to maintain Aberdeenshire’s existing network of natural MTB trails which provide
90% of current learn to ride, progression and tourism opportunities. Key Projects include repair
damage to regions 'most iconic' tourist trail, Heartbreak Ridge outside Ballater; a project to create
more all-ability trails adjacent to existing trail network in Balfour Woods, Aboyne; enhancing the
existing trail network at Pitfichie, currently identified as the regions key MT8 centre.

Glenshee
The long-term aim at Glenshee is to sustain Snowsports, with a rolling refurbishment of infrastructure

- and show-faking-equipment-alongside the-ambition-to enhance the centre’s summer offering by--—- . .-

diversifying the activities offered. , complementing other developments in Braemar and Invercauld
Estate. Through this, Glenshee Sports Centre hope to improve visitor experience throughout the year,
complementing other developments in the region.

Glenshee has fallen hehind the summer activities being progressed at other resorts in Scotland, such
as Glencoe, Nevis Range and Cairngorm Mountain which have had extensive support from Highlands
and Islands Enterprise to enhance their year-round destination credentials.

The centre’s diversification is focused on developing a compelling summer offer, principally in
mountain biking and adrenaline experiences including zipline safari and tubing slides. By transforming
Glenshee into a multi-activity centre with high quality infrastructure it wiil provide users with an all-
year-round experience.

The new mountain biking trails have been designed to follow the natural flow of the land and with
robust construction and regular maintenance, will last for a great number of years. The trails
encourage environmentally friendly use of the land, but what is important is to recognise the
construction of such and how this is delivered in a sustainable manner. As part of the development of
mountain biking opportunities, a partnership with the Scottish Downhill Association has been
developed and Glenshee hosted their first SDA race in October 2021. The centre will continue to host
a round of the Scottish Downhill series annually. The mountain biking trails have also been designed
with inclusivity from the outset and the option ta provide rental equipment is in consideration to allow
visitors to try or begin a new sport.

The proposal for the safari zipline will appeal to persons of all ages. The activity will offer adrenaline
fuelled fun to everyone. At present, the zipline has been designed at an ‘entry-level’ specification but
the option exists to upgrade the installation to include ropes and harnesses so that persons with
additional needs or disabilities can use the zipline,

Disability Snowspaorts Scotland already works on site proposals are underway for the organisation to
have a permanent home for their equipment and a meeting place. With the addition of the tubing
slides and possibly a smaller Mountain bike track the aim is to have the summers programme of
activity as inclusive as the winters, where there are activities for ages 3 upwards so everyone can
enjoy the slopes and great outdoors.

$ust Transition Fund Morth East Adventure Tourism Page 24 of 38
Expression of Interest




The centre has the ambition to attract more visitors by ensuring its offering meets visitor expectations
of sustainability. The centre’s commitment to this is demonstrated in their plans to invest in a wind
turbine to generate green energy to service all the energy needs of the centre and end a reliance on
diesel generators. In terms of on-going projects, the plan for an eco-friendly ground source heating
system has been included which could provide heat and hot water for the whole café building. Once
completed, this project will be used as a case study for low / no carbon installations at an off-grid
location.

All of the activity and investment proposed for Glenshee Ski Centre will result in longer seasons, ear-
round opening and increased visitor numbers which will allow the centre to provide more sustainable

to take part in the hydrogen transport trial for employee transport as anather option for supporting
more sustainable ways for how people reach the remote location of Glenshee.

Gravitate North East

Gravitate North East was set up in 2015 by a group of mountain biking enthusiasts who identified a
gap in the north east of Scotland in terms of dedicated mountain biking and adventure sports facilities.
Gravitate's masterplan vision is to create a national-class, sustainable mountain hiking and adventure
sports venue within stone’s throw of Aberdeen City. Ultimately Gravitate North East will create an
adventure park facility in Durris featuring 30km of maintained mountain biking trails alongside treetop
adventures, ziplines and potentially even snowsports, supported by a high-quality cafe. The vision is
fully integrated with an emerging vision of Aberdeenshire as an adventure tourism destination,
offering a trail of complimentary adventure experiences along the Dee valley, bookended by major
attractions in Durris and Glenshee

The trails have been designed to follow the natural flow of the land and with robust construction and
regular maintenance, will last for a great number of years. The trails encourage environmentally
friendly use of the land, but what is important is to recognise the construction of such and how thisis
delivered in a sustainable manner. Trail, car parking and building design wili be heavily influenced by
the site’s current plantation with the aim to reduce felling and impact to the forest canopy on site to
an absolute minimum.

The Durris adventure park will be a facility for all ages and abilities, regardless of gender, race or social
background. Once operational, the facility will implement a social outreach programme that will allow
easy access for young people from socially or economically deprived areas. Dedicated MTB trails will
be created for adaptive hike use and the entire site will be designed to cater for those with mobility
challenges and long-term medical conditions. Trails built in later phases of the project will include
wider trails suitable for ail terrain buggies.

The development wifl generate opportunities for local businesses and entrepreneurs in tourism,
hospitality or adventure sports, by creating a multisport destination attracting a higher number of
visitors that visit more regularly and stay longer. This makes the project significant in terms of the
regional ambition to diversify the economy in Aberdeen and Aberdeenshire away from a reliance on
oil and gas and increase the economic impact of tourism. There will also be additional benefits for the
local communities in tetms of rural employment, as well as health and well-being benefits. By offering
accessible activities for all abilities the centre will encouraging participation in outdoor exercise and
activities.
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Huntly Development Trust

Huntly Development Trust (HDT} purchased Greenmyres Farm in 2014, HDT purchased the farm with
the twin aims of, developing a community wind turbine and creating a new venue from which to
deliver a wide range of activities of community benefit, including employment, health and wellbeing,
recreation, and education. Aim 1 was realised in November 2016 when an Enercon E48 500kW
turbine, costing ca £1.8 million was commissioned. The second aim, to create a venue providing a
range of community benefits is ongoing and the subject of the NEAT collaboration. Between the years
of 2014 and 2021, the following was achieved;

s Conversion of the dilapidated Greenmyres farmhouse into an Ecobothy
s Creation of a car park capable_of hosting 20-25 vehicles

+ Construction of a cycle workshop/equipment stare and snstaE!ed two e- blke lockers
s Completion of the foot/cycle path from Huntly to Greenmyres

. .e - Construction of a-1.2-km foot/cycle path-into-Gartly Moor providing-access to ca 30km of - --

forest tracks
s Planting of over 5,000 native trees.

The project is how looking to the expansion and development of the following;
¢ Inclusion of watersports as a hew activity to the estate
e Cycle pump track and adventure centre
s Mountain biking trails
¢ Renewable energy and increased sustainability measures

Greenmyres benefits from a large man-made pond with a small island in its centre. Its maximum depth
is around 2 metres, and it enjoys sheltered flat ‘beach’ type area at its southern end, making entry to
the water easier. HDT’s proposals initially focus on paddleboarding, kayaking and Pedalo hire. To
support these activities, HDT proposes to add two buildings to the site, a pondside shelter/equipment
store, and a changing/drying facility close to the Greenmyres car park and Ecobothy.

HDT have hig ambitions for establishing the estate as a destination for adventure activities for outdoor
and cycling enthuslasts. The proposal looks to create Scotland’s first indoor pump track facility
alongside family-friendly, beginner-intermediate mountain biking trails located in Gartly Moor Forest.
These would be accessed from Greenmyres car park via the paths that HDT has already constructed.
The proposed trails total a distance of around 3,250m, with options for further expansion identified.
As well as the pump track and mountain biking trails, the vision aspires to create a ‘hike hub’ at
Greenmyres. This puts the activity at the heart of the venture and ensures everything is provided to
make the experience the best possible.

HDT also aims to develop and instail significant renewable energy generation capacity through and
solar farms at Greenmyres and Gartly Moor to power on-site activities, create green hydrogen and
export green electricity to the grid. This is infegral to the basis of all activity at Greenmyres.

Since the Trust was established in 2009, it has been working on projects to minimise the
environmental impact of the organisation, its projects and the area it serves. The proposed buildings
will be designed to {re}use local materials wherever possible, capture rainwater and minimise surface
run-off, and hoth minimise energy use and be powered by renewable energy. With the proposed wind
farm/solar array and green hydrogen projects HDT will then be able to power all on-site facilities and
activities from those significant on-site sources. Such a facility will also act as an exemplar to others.
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In operation, the Trust will encourage users to access the site via the foot/cycle paths already built to
connect the facility to Huntly, which is served by a train station and regular bus service between
Aberdeen and Inverness. In addition, HDT will install a number of EV charging points {and possibly a
hydrogen refuelling station) to allow users to charge their vehicles while on site. The watersports
structures proposed are in timber and sourced locally where possible. The activity utilises a natural
resource with minimum intervention to the environment and surrounding estate. The Pump Tack and
Adventure Centre will be designed to maximise passive energy use and only use energy where
absolutely necessary. HDT is alsa investigating how the most sustainable material can be used, without
compromising performance. Where energy does have to be used, HDT intends supplying it via the on-
site wind-solar-hydrogen generation, minimising the energy to be imported from the grid. The

~Maountain Biking trails will use “as dug material wherever-possible, only bringing in‘material if this s

absolutely necessary to ensure the tralls are fit for purpose. Preventative maintenance wilt help ensure

that the trails are not allowed to deteriorate requiring significant costs and effort to restore them.

North East Highland Way

The walking and leisure cycling markets are large and demand for accessible, high-quality routes for
all is increasing. Throughout Scotland there are high and growing levels of participation in leisure
cycling with evidence that off-road facilities are key to supporting this growth. Walking is a hugely
important sector and Scotland’s mountain walking is already world class. The north and west of
Scotland already form the geographical focus for trips with walking as the primary purpose.

The aim is to create a unique circular, sustainable trail offering a variety of routes and improving the
walking and cycling trail mix in the region to grow this already established market. This will be
complemented by mapping, promotion, signage and gateway improvements. The project aims to
attract more walkers and off-road cyclists to the region by creating a high-quality networlk of trails
which are accessible, well promoted and sustainable. A further aim is to spread the load encouraging
walkers and cyclists onto a greater variety of quality trails to reduce impacts on ‘honey pot’ routes and
reduce trail erosion. Such a trail would also act as a beacon for the wider adventure tourism offer in
the region.

Easily accessible from Aberdeen city and accommodation hotspots in rural towns and villages , the
circuit will offer the potential to package several accessible activities, food and beverage and
hospitality providers together, making the offer more attractive to a wider audience.

At present the Aberdeenshire is significantly overshadowed by other regions such as the Highlands
and the West Coast. A remarkably high proportion of walkers also do other adventure activities
therefare a platform of accessible information including details on accommodation, food and drink,
other adventure sports and opportunities to experience history and culture will be important to
increase the pull of the north east.

This programme also supports the Aberdeenshire Destination Strategy: Touring and the Great
Outdoors and the Aberdeenshire Core Path Project. It also supports Scotland’s Forestry Strategy 2019-
2029 ensuring that more people benefit directly or indirectly from Scotland’s forests and woodlands
through health and well-being or economic returns. It will also complement the strategy and work of
the Outdoor Trust for Scotland and the Mountains and People Project.

COVID 19 had increase the number of peopte looking to get outdoors and participate in activities that
can enhance their health and wellbeing. The NEHW will not only capitalise on this opportunity by
creating an off-road network for cyclists and walkers, of which there has been the biggest uptake, but
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also encourage people to move sustainably between towns and villages in Aberdeenshire providing
economic benefits to local communitles and spreading the benefit across the region.

Tarland Trails 2

Tarland Development Group is a local group of volunteers which aims to plan, fund, promote and
maintain developments in the Tarland area for the benefit of the community, visitors and local
businesses.

Already under construction, Tarland Trails 2 will provide a larger network of local trails and construct
a new mountain bike trail centre within 3-5 years featuring a network of trails of varying difficulty
which complement existing trails in the village and in turn establish a sustainable community of new

and repeat visitors to the area. The new trails and centre will provide a ‘skills-bridge’ between other
more technically advanced trails in the region by creating a ‘hub’ for Mountain bikers. of all abilities
~_and to-provide ongoing improvements to the existing Tarland Trails infrastructure.—-—-... -

The success of Tarland Trails 1 development was evidenced In the sustained visitor numbers to that
site. Tarland Trails 1 however has not proved large or challenging enough to keep up with demand for
quality sustained and maintained trails in the region.

It is clearly evidenced that other areas in the rest of Scotland such as the Scottish Borders, Fort
William, Laggan and Glenlivet regularly attract mountain bikers from the Aberdeen and Aberdeenshire
every weekend, highlighting the need for mountain biking facilities in the north east of Scotland to be
upgraded, expanded and further developed.

This community-based project will also act as a door-opener for other similar developments in
Aberdeenshire providing cyclists of all abilities with and exciting platform to develop their skills, It will
also help to boost business opportunities within the local community by working in partnership to
develop initiatives to encourage visitors to spend time in the village and use the local amenities,
keeping the economic benefits within the local community. Targeted marketing could boast business
at shaps, bars, cafes and restaurants and attracting visitors from outside the region could also increase
occupancy at hotels, B&Bs and self-catering accommodation or offer the potential to create new
businesses to cater for the increase demand.

A local development such as this, offering activities for all abilities and the opportunity to develop
skills presents the potential to nurture the next generation of competitive and professional mountain
bikers from within the local communities, as has been the case for many years in the Highlands and
Borders. Further development of facilities would allow the north east to keep up with other regions
in Scotland and the rest of the UK. Tarland Trails 1 has already identified one young MTB racer who is
already making a name for himself in the Scottish and British Downhill Series.

Transition Extreme

Enthused by the support for adventure tourism projects in the North East and considering strategies
to address Covid-19 recovery, Transition Extreme have an ambitious plan to develop their site and
activity offering. This will continue their long-standing commitment to local youth activity and skills
development as well as increase the attractiveness of thelr site to a wide range of visitors, capitalizing
on its prominent location at Aberdeen beach.

Transition Extreme Is a modern social enterprise that aims to offer the very best in extreme sports
experiences as well as using those sports and their cultures to effect positive change. Transition
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Extreme is an award-winning youth charity and with connections to sport for change organisation
SPORTED. Operating out of their Sports Centre on Aberdeen’s beachfront, they provide excellent
‘vear-round’ adventure sports & leisure facilities including rock climbing, in-line skating,
skateboarding, BMX, outdoor adventure area, retail, cafe/community facilities and meeting spaces.

Transition Extreme needs a refresh and addition of key tools that will allow it to attract more of the
‘have a go’ and beginners market whilst allowing those skilled in both climbing and
BMX/Skateboarding to try new facilities,

The pricrity for the centre is to redevelop and improve the land to the north-west of the main centre.

__This part of the site is very prominent as it is adjacent to the.road and pedestrian footpath which wraps

the land on this side. The first phase of activity on site will include the creation of a new Pump Track
facility, upgrading of the current high rope activity course, an outdoor seating area, centrally located

“ hut, picnic area; and bike hire facilities: Ultimately, the pump track is a simple addition to the centre-- -

and is an excellent fit with the ambition to provide greater offering that will appeal to all ages and
ability. Similarly, the new high rope course will include the addition of exploration courses at a lower
level, aimed at children. Meanwhile, the additional seating and spectator areas allow for sports
enthusiasts learning and watching each other, to families who have children of different ages and of
course have different needs, to corporate opportunities.

The project also looks to alter the main building so there is an improved visitor experience from the
minute users arrive. This will include upgrading and improving access to the building, remadelling to
improve operational function and visitor experience, new café, new Clip'n’Climb facilities, improved
viewing platforms and a new, unigue bouldering space. Without the addition of the bouldering wali,
the organisation is susceptible to the arrival of a new bouldering facility in the city of Aberdeen, given
the increase in popularity. Any such opening would be a serious threat to the current offering that
Transition Extreme have in this market.

The centre also plays a strong role In community wealth building, aiming to get more people involved
in sport, delivering health, educational and social benefits to the community. For 16 years Transition
Extreme has played a huge part in driving social and health benefits across the city and Aberdeenshire.
Through the academy programmes the centre has worked with over 180 young children and assisted
them with positive choices and finding employment. By providing a home for skateboarding and BMX
riding in Aberdeen the centre has reduced anti-social behaviour across the city. The ‘Learn to Ride’
schemes have taught many of areas young kids how to ride a bike. Transition Extreme also works to
improve disabled access to the activities and assist in rehabilitation, increase the number of women
and girls participating in BMX, skateboarding and roller skating and offer opportunities for individuals
from deprived communities through partnership with the Lighthouse Foundation and the Partnership
Pot.
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Low Carbon Infrastructure

NEAT will work clasely with partner organisations in ensuring that sustainability and low-carbon innovation is
a key element when developing and delivering new and existing adventure sports facilities. [t will ensure the
development sympathetically in the natural outdoor environment while appealing to all adventure tourism
enthusiasts.

Jmproving and promoating the quality of activities on offer will not only draw people into the region but also
benefit local communities and residents. They will be encouraged to explore theit local area and get outdoors,
enhancing quality of life in the region whilst adopting a low-carbon lifestyle, delivering community wealth-
building and increasing well-being in the region.

The requirement to upgrade adventure sports facilities is key in developing a high-quality offering in attracting
__new visitors to the North East. Emerging trends for sustainable tourism highlight visitors now recognise the

impact of travel and the importance of choosing low carbon activities and sustainable practices. Visitors want
to feel that they can help to offset their carbon footprint while supporting the local community.

The focus will be to develop a number of adventure sports infrastructure facilities to allow people to engage
in 'green exercise', where the physical and psychological benefits of physical activity may be amplified by
engagement in the natural environment.

Over the past 10 years the region has had less committed public sector investment in tourism infrastructure
leaving the north east lagging behind other parts of Scotland and the UK. The work done by NEAT over the last
2 years has built the momentum around adventure tourism and there is an opportunity to capitalise on this.
Investment through NEAT will allow the north east to level up to match other parts of Scotland and the Ul(in
terms of adventure tourism offering and exceed what has been done elsewhere by ensuring that these
projects are delivered respansibly, in fine with long term low carbon priorities.

Destination Promotion

NEAT will create a programme of complimentary specialist and mainstream destination promotion and will
include targeted marketing activity to promote the range of activities, business to business and business to
consumer, that can be experienced in the north east. Specialist promotions will be augmented hy specialist
activity delivered by NEAT, benefiting from contacts at specialist channels. Meanwhile, complimentary
mainstream promotions will be delivered by VisitAberdeenshire, a key partner of NEAT and a strong asset for
the industry with established relationships, identity, following and communication channels. Given the
demographic of the adventure tourism target market, social media will be a key platform in the promotion of
the region and the sector. Both NEAT and VisitAberdeenshire already have well established followings on their
social media channels and regularly deliver promotional material to a growing audience.

The programme will be aimed at the adventure tourism market, highlighting the comprehensive offering of
the north east through a variety of community led, locally based activities and projects. By bringing all
subsectors of adventure tourism, operating in the region, together under the NEAT umbrella, and by
supporting local operators to enhance their own marketing skills, NEAT provides the opportunity to create a
strong voice to promote the region as a whole that is greater than the sum of its parts.

Appropriate and strategic marketing of adventure tourism in the region could also capitalise on emerging
trends in tourism including the increasing desire for nature-based tourism; the acknowledgement of a
responsibility to support local communities and businesses; the awareness of the impacts of travel and
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importance of low-carbon activities and sustainable practices; as well as contributing to a protected
envirohment and sustainable society.

Promotion of the region’s local distinctiveness, including the low-carbon ambitions and green ethics of the
tourism sector will be vital in attracting significant inward investment and increasing the market share. This
can be enhanced by drawing more national and international events to the area, as well as the expansion of
adventure sports businesses and enthusiasts.

Growing the Sector Through Collaboration and innovation

NEAT will develop networks for collaboration and best practice sharing within the sector to allow companies
TG Erow as well as increasing the scale of thesectorand ity offering T 1t will engage the local communities ard——
supply chain the north east of Scotland and work with them to deliver community enhancement and
. sustainable environmental management.

By creating an adventure tourism cluster through networking events and innovation summits NEAT will
encourage hoth individual company grewth through innovation and idea sharing, as well as growth at a sector
level through collaborative working among the adventure tourism providers in the region. Furthermore,
collaboration with the wider tourism industry as a whole, including accommodation providers will help to
increase overnight stays and increase turnover for the sector as a whole.

NEAT will facilitate an alignment with national sports bodies, for example, the north east will become an
outreach region for the national MTB innovation centre being developed in the Scottish Borders. This will allow
for hetter sharing of best practice and new ideas for the sector which will, in turn, increase supply chain
innovation and enhance product development for regional companies. By collaborating with the MTB national
innovation centre as an outreach region, the north east will create green growth jobs, support the
development and adoption of innovative technologles. This work will then be replicated across the sectors.
Connections have also been made with the national and regional universities and colleges to collaborate on
the development of appropriate skills programmes to support young people to access entry level skills for high
school and college outreach. New programmes for High School and College will be developed and vocational
training courses around MTB Guiding, Mechanics, Coaching will be supported.

Local and regional developments will draw increase visitors to the area and partnership working with local
businesses will ensure that they benefit from an increased footfall in their local area. The improved and
additional facilities will also directly improve the opportunities in community engagement, participation,
outdoor activities, health and wellbeing, employment and training opportunities. Community groups as the
vehicles for delivery helps to ensure that the henefits of investment and development will stay local,

Prior to NEAT investment over the last 2 years, the adventure tourism industry in the north east was
fragmented with no coherent industry development, marketing or unified vision. Sector growth and the
development of an adventure tourism cluster is only beginning to be developed through coflaboration with a
variety of national, regional and local stakeholders. To date the project has held innovation workshops,
networking events and secured two national events to be hosted in the region,

industry and Skills Development

Long term NEAT's goal is to create an Adventure Tourism Skills Hub in the north east. At present all of the
adventure tourism training is delivered elsewhere in the country. This creates a barrier to training for all
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adventure tourism businesses in the north east as time out from their business and costs of travel can prevent
SME’s from accessing courses.

Current activity is to design the skills programmes and pathways and support industry in accessing the
necessary skills. Within 10-years a residential The project will support the industry transition to low carbon
through innovation summits, product development workshaps and businesses development and accelerator
programmes.

NEAT will play a significant role in creating high growth sustainable companies and jobs in the rural and urban
environment. The project will focus on developing environmentally conscious leadership within the sector,
ensuring business in the region meet the evolving expectations of the tourism market.

Mentaring programmes will be provided to support small businesses to develop their digital capabilities,
including their social media presence. A strong online presence and seamless booking system are required to

“stay relevant in a growing market, keep up with increasing market demand and meet customer expectations.”

As technology becomes more present in people’s lives, it is also the case in adventure travel, Hikers, cyclists,
climbers, sailors, skiers, horseback riders and many others find their trails or spots online. Technology can also
be used to attract more guests, with virtual tours and videos to showcase attractions and services, social media
to spread the word, and online booking and payment capabilities. NEAT will provide the support to business
ta ensure the achieve this.

Companies will be assisted in identifying business growth opportunities through access to market intelligence
and consumer insights. This will help companies to identify emerging trends and potential new markets and
understand how to exploit both through innovative product development and an understanding of routes to
market. This in turn will increase productivity and create mare growth companies in the sector.

Strategies to tackle skills gaps will be developed in collaboration with key organisations to provide training
courses and encourage new entrants, retraining and upskilling. New inclusive skills pathway programmes will
be designed with colleges and universities to support young people into employment from school engagement
projects to post-graduate programmes, across a range of disciplines.

Increasing the regional base for activities will in turn increase the demand for skills and training
opportunities. Partnerships with providers through NEAT will offer opportunities for upskilling and training
and provide future employment opportunities locally. Regional developments could even attract the
relocation of other businesses and highly skilled individuals. The increase in employment opportunities will
help to ensure there is no loss of skilled workers in the region and increase skills retention locally.

In summary, the goal will be to nurture, develop and retain the best adventure tourism skills in the north east
through a combination of leadership and skills development programmes to align business and collaboration
opportunities; a focus on training support and inspiring young people to join the industry; and ensuring skills
are developed and companies supported to drive a competitive advantage for the North East.
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Appendix 5 — Regional and National Strategic Fit

National and | egional s

NEAT Contribution

The Strategy for Scottish Mountain
Biking 2019-2025 Will

Ambition to achieve 2 million annual visits to Scottish outdoors
on mountain bikes;

Increase the economic GVA contribution;

Create a word class national trails network;

Contribute to the health and wellbeing of the population

Create a sustainable future for Scottish mountain biking

| North East Scotland Regional Economic__.
Strategy

_Stated priorities, where NEAT ambitions_can contribute include: |

« Low Carbon — a region with an integrated energy cluster that is
a global leader in the development of energy transition and low
carbon solutions... . _. —

s A diversified economy with one of the most productive and

tech-enabled in the UK with sector leading sustainable
businesses, an entrepreneurial environment and a global focus
on innovation and new market opportunities.

» A thriving visitor economy that plays to the strengths of the
north-east, exceeding visitor expectations across business and
leisure markets, managed sustainably in partnership with
communities and a diverse and ambitious tourism industry.

+ A Place providing people who live, work and invest in it with
high-quality life, learning and economic opportunities and a
unigue sense of place

» Supporting local suppliers through the promotion of local
procurement,

« The diversification of our economy relies on skills — particularly
in response to job losses. Connecting and supporting our people
into economic and learning opportunities, enabling them to
benefit from access to a network of national and international
links.

Regional Tourism Strategy — Destination
Aberdeen and Aberdeenshire Strategy
2022-2030

The ambition is for Aberdeen &
Aberdeenshire to become Scatland’s
leading visitor destination by 2030.
The North-east framework for growth
focuses on three components:
Attractors; that provide the greatest
opportunities for growth

¢ Business events

¢ Culture & heritage

s Festivals & events

¢ Natural environment

e QOutdoor activities

NEAT's focus aligns strongly with three of the five identified
growth opportunities: Outdoor activities, the Natural
Environment, and Festival & events. Outputs from the NEAT
project can also enhance visitor experiences that are primarily
linked to culture and heritage and business events.

Both identified drivers to remain competive and expand the
visitor economy {market awareness and product development)
will benefit from the ambition of the NEAT project:

s The development of products and experiences that
meet customer demand being at the core of the
project.

s An enhanced profile of adventure tourism will support
the ambition for greater market awareness.
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Drivers — what is needed to remain
competitive and expand

o Market awareness
e Praduct & experience development

Enabiers — that will underpin a successfui
tourism sector

o Digital transformation

s People & skills

- Travel CﬁnnECUVEtV_""_""m T

s Accessibility
All actions arising from this framework ~
should be informed by — and contribute
towards — net zero ambitions.

NEAT will align with the identified enablers:

e agreater use of travel tech to improve business
efficiency,reach new audiences, and enhance the visitor
experience

* More people with the right skills in the adventure
tourism sector, creating more jobs and enhancing the
visitor experience

e new infrastructure and routes will support travel
connectivity ambitions

* more experiences that are accessible to a wide range of

~—abilities"

There is a synergy between the_low carbon.ambitions.at.the.

heart of the NEAT project, and the principle that actions arising
from the framework for tourism growth be informed by, and
contribute towards this agenda.

A Sport and Physical Activity Strategy for
Aberdeenshire Council 2018-2028

Investment in the NEAT project will support a number of the
strategic outcomes of this Aberdeenshire Council strategy,
including:

» Strategic Outcome 1 - We will help the people of Aberdeenshire
to live longer, healthier lives,

* Strategic Outcome 3 - We will use Sport & Physical Activity to
build stronger communities.

= Strategic Outcome 4 - We will support people to reach their
potential by providing opportunities for wider achievement.
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DIRECTOR-GENERAL NET ZERO/ DIRECTORATE FOR ENERGY AND CLIMATE CHANGE / Domestic Climate Change
Division

E: JustTransitionFund@gov.scot

Jennifer Craw
.. Chief Executive
Opportunity North East Limited
11 Queens Gardens
AB15 4YD

21/11/2022

Dear Jennifer,
OFFER OF GRANT FOR NORTH EAST ADVENTURE TOURISM

The Scottish Ministers in exercise of their powers under section 126(2) of the Housing Grants, Construction
and Regeneration Act 1996 financial assistance for regeneration and development hereby offer to give to
Opportunity North East (“the Grantee”) a grant of up to 2,097,000 STERLING, payable over the financial
years 22/23 to 23/24 (£397,000 FY 22/23 and £1,700,000 FY 23/24) , which is more particularly described
in Part 1 of SCHEDULE 1 (“the Project/Programme”} This grant is for capital expenditure only and is subfect
to the following terms and conditions:

1. Definitions and Interpretation

1.1  Inthese Conditions, the words and expressions set out in SCHEDULE 4 shall have the meanings
ascribed to them in that Schedule.

1.2 In these Conditions unless the context otherwise requires, words denoting the singular shall include
the plural and vice versa and words denoting any gender shall include all genders.

13  The headings in these Conditions are for convenience only and shall not be read as forming part of
the Conditions or taken into account in their interpretation.

14  Except as otherwise provided in these Conditions, any reference to a clause, paragraph, sub-
paragraph or schedule shall be a reference to a clause, paragraph, subparagraph or schedule of
these Conditions. The schedules are intended to be contractual in nature. They form part of the
Agreement and should be construed accordingly.

15  This Agreement shall not be varied except by an instrument in writing signed by both parties.
2. Purposes of the Grant

2.1 The Grant is made to enable the Grantee to carry out the Project.
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2.2 The Grant shall only be used for the purposes of the Project and for no other purpose whatsoever.

23 No part of the Grant shall be used to fund any activity or material which is party political in
intention, use, or presentation or appears to be designed to affect support for a political party.

2.4  The main objectives/expected outcomes of the Grant are;

Transition Extreme;

e Infinancial year 22/23 — Completion of a Pump Track facility, upgrade of the high rope activity
course, outdoor seating area, hut, picnic area and bike hire facilities.
¢ Infinancial year 23/24 - Upgraded and improved access to the main building, remodelling to

viewing platforms and a new, unique bouldering space.
© Tarand Trails;,

o |n financial year 22/23 — Completion of new MTB trails.
¢ Infinancial year 23/24 - Completion of Trail Centre Infrastructure upgrades —toilets and car parking

meters and a small café,

Gravitate NE;

¢ In financial year 23/24 — Completion of new MTB Trails and Infrastructure ( e.g. storage and
washing facilities, car park)

Huntly Development Trust;

e Infinanclal year 23/24 - Design and construction of timber watersports structures

In carrying out the Project the Grantee will be expected to give regard to the Fair Work Framework.
Organisations are asked to commit to the following Fair Work First criteria in a way that is relevant and
proportionate for the organisation:

appropriate channels for effective voice, such as trade union recognition;

investment in workforce development;

no inappropriate use of zero hours contracts;

action to tackle the gender pay gap and create a more diverse and inclusive workplace;
payment of the real Living Wage

¢ e e 2 o

2.5  The Targets/milestones against which progress in achieving objectives/expected outcomes shall be
monitored are:

Transition Extreme Activity Date

Pump Track Contract Tendered and Awarded November 2022
Construction commences November 2022
Staged Build Programme 8 weeks Nov 2022 - March 2023
Construction Completed 31 March 2023

St Andrew’s House, 2 Regent Road, Edinburgh EH1 3DG
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Tarland Trails Activity Date
MTB Tracks Contract awarded November 2022
Construction commences trail 1 November 2022

Phasing of trall development 5 -6
weeks per trail

November 2022 — March 2023

Construction completed March 2023
NEAT JT Project Milestones for Drawdown 2023 - 24
Transition Extreme Activity Date
High Ropes Planning application submitted Jan 2023
Planning application approved April 2023
. . Contract tendered and Awarded_._. _{ Jan - April 2023
Construction Commences April 2023
Construction Completed March 2024
-| -Bouldering wall, skatepark; - --| -Design-team appointed. . e -December 2022 o]
adventure sports skills hub, building | Planning application submitted (on | January 2023
reconfiguration and development commitment of funding)
Planning application approved March 2023
Final Design Agreed April 2023
Contract tendered and awarded Jan - May 2023
Funding for Phase 2 Secured June 2023
Phase 1 Construction Begins July 2023
Phase 1 construction completed March 2024
Tarland Trails Activity Date
MTB Trail Centre infrastructure Design Brief developed and costed | January 2023
upgrades — toilets and car parking | Design Team appointed March 2023
meters and creation of small cafe Planning Application submitted April 2023
Planning Approved August 2023
Final Designs Agreed August 2023
Funding secured for 2024 onwards | August 2023
Contract tendered and Awarded QOctober 2023
Construction Commences November 2023
Toilets completed February 2024
Car parking meters completed February 2024
Café completed March 2024
Gravitate NE Activity Date
MTB Tralls and New Infrastructure | Secure Site Agreement January 2023
e.g. storage and washing facilities, | Appoint design team February 2023
car park Planning application submitted March 2023
Pianning application approved Aprii 2023
Contract Tendered and Awarded April 2023
Planning Application May 2023
Final Designs Agreed June 2023
Construction Commences on First | September 2023
Trail
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Huntly Development Trust Activity Date

Watersports Infrastructure Design brief developed and costed | January 2023
Planning application February 2023
Design and build contract awarded | April 2023
Final Designs agreed June 2023
Construction Commences July 2023
Construction Complete October 2023

Adventure Centre Design brief developed and costed | February 2023
Design team appointed March 2023
Planning application submitted June 2023
Planning approved September 2023

| Final designs agreed October 2023

Funding secured for 2024 onwards | October 2023

~ | Contract tendered and Awarded | November 2023

2.6

The Grant for 22/23 is for up to £397,000, and the Grant for 23/24 is for up to £1,700,000, and is for
Capital Expenditure only. Capital Expenditure means that Expenditure which, in accordance with
proper accounting practices, falls to be capitalised.

The eligible costs for which the Grant can be claimed are:

27

Costs which can be capitalised in the delivery of activity for Tarland Trails, Transition Extreme,
Gravitate North East and Huntly Development Trust as noted at 2.5.
Equipment and materials directly attributable to Project e.g;

o Pump Track;

o MTB Track;

o High Ropes;

o Bouldering wall, skatepark, adventure sports skills hub, building reconfiguration and
development reconfiguration of buildings;
MTB Trail Centre infrastructure upgrades (toilets and car parking meters and creation of
small café);

o MTB Trails and New Infrastructure e.g. storage and washing facilities, car park;

o Watersports infrastructure
With regard to any buildings, only the depreciation costs corresponding to the life of the project, as
calculated on the basis of generally accepted accounting principles are considered as eligible.

0

The eligible costs exclude:

Any Value Added Tax {(VAT) reclaimable by the Grantee;

Sunk costs, investments already incurred and not part of this Project;

Any revenue costs which cannot be capitalised as part of the Project;

Any other costs incurred without previous consent;

Personnel costs: researchers, technicians and other supporting staff to the extent employed on the
project;

Notional costs and in-kind contributions;

Travel and subsistence costs;

Interest and service charges arising from hire purchase, leasing or credit arrangements;
Profit earned by a subsidiary or related enterprise or person (s} in providing materials, sub-
contracting, consuftancy or trials/testing;

St Andrew’s House, 2 Regent Road, Edinburgh EH1 3DG

WWW.OV.5C0t 4 ol B XS c Q B X o




Costs already incurred including for marketing, research, new software installation or equipment,
salaries and benefits, or facilities expenses;

The Scottish Government will not be responsible for any liabilities beyond the funding agreed in this
Grant Offer Letter.

3. Payment of Grant

3.1

3.2

The Grant shall be paid by the Scottish Ministers to the Grantee in accordance with the terms of
SCHEDULE 1 attached.

The Grantee shall within 30 days following the end of each financial year in respect of which the
Grant has been paid submit to the Scottish Ministers a statement of compliance with the

3.4

Conditions of the Grant using the form of words provided in SCHEDULE 37 The statement shaltbe
signed by the Grantee’s Chief Financial Officer.

In the event that the amount of the Grant paid by the Scottish Ministers to the Grantee atany point
in time [s found to exceed the amount of the expenses reasonably and properly incurred by the

Grantee in connection with the Project/Programme, the Grantee shall repay to the Scottish

Ministers the amount of such excess within 14 days of receiving a written demand for it from or on

behalf of the Scottish Ministers. In the event that the Grantee fails to pay such amount within the

14 day period, the Scottish Ministers shall be entitled to interest on the sum at the rate of 2 per

cent per annum above the Bank of England base lending rate prevailing at the time of the written

demand from the date of the written demand until payment in full of both the sum and the

interest.

The Scottish Ministers shall not be bound to pay to the Grantee, and the Grantee shall have
no claim against the Scottish Ministers in respect of, any instaiment of the Grant which has
not been claimed by the Grantee by 31 March of the applicable financial year as set out in
SCHEDULE 1, unless otherwise agreed in writing by the Scottish Ministers.

4. Inspection and Information

4.1

42

4.3

44

The Grantee shall keep the Scottish Ministers fully informed of the progress of the Project in the
form of quarterly reports. Details shall include actual expenditure to date compared with profiled
expenditure and any change to estimated expenditure for the financial year and/or the Project as a
whale, the reasons for any such changes and progress in achieving objectives/outcomes.

Revisions to targets/milestones against which progress in achieving objectives/outcomes are
monitored shall be subject to the written agreement of the Scottish Ministers.

The Grantee shall, on completion of the Project, submit a report to the Scottish Ministers
summarising the outcomes and performance of the Project. Such a report shall include such
statistical and other information relating to the impact of the Project as shall be required by the
Scottish Ministers.

The Grantee shall also provide any other information that the Scottish Ministers may reasonably
require to satisfy themselves that the Project is consistent with the Agreement. The Grantee shall
provide the Scottish Ministers with prompt access to any information they reasonably require to
ensure compliance with these Conditions.
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4.5

4.6

-~ ——-shallimmediately notify the Scottish-Ministers of such activity and provide such-otherinformation———————

4.7

5. Confidentiality and Data Protection

5.1

5.2

53

54
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"for example, but not limited to, a change in status from one type of body corporate to

The Grantee shall keep and maintain for a period of 10 years (or for the full lifetime of the Fund}
after the expenditure occurs, adequate and proper records and books of account recording all
receipts and expenditure of monies paid to it by the Scottish Ministers by way of the Grant. The
Grantee shall afford the Scottish Ministers, their representatives, the Auditor General for Scotland,
their representatives and such other persons as the Scottish Ministers may reasonably specify from
time to time, such access to those records and books of account as may be reguired by them at any
reasonable time in response to a written request for such access from the person seeking it. The
Grantee shall provide such reasonable assistance and explanation as the person carrying out the
inspection rnay from time to time require.

In the event of the Grantee becoming aware of or suspecting any irregular or fraudulent activity
that may have any impact on the Project or on the use of the Grant, or any part of it, the Grantee

as the Scottish Ministers may reasonably require in relation to the impact on the Project and the

The grantee shall immediately inform the Scottish Ministers of any change In its constitution

another.

The Grantee will respect the confidentiality of any commercially sensitive information that
they have access to as a result of the Project.

Notwithstanding the above, the Grantee may disclose any information as required by law or judicial
order. All information submitted to the Scottish Ministers may need to be disclosed and/or
published by the Scottish Ministers. Without prejudice to the foregoing generality, the Scottish
Ministers may disclose information in compliance with the Freedom of information (Scotland) Act
2002, any other law, or, as a consequence of judicial order, or order by any court or tribunal with
the authority to order disclosure. Further, the Scottish Ministers may also disclose all information
submitted to them to the Scottish or United Kingdom Parliament or any other department, office or
agency of his Majesty’s Government in Scotland, in right of the Scottish Administration or the
United Kingdom, and their servants or agents. When disclosing such Information to either the
Scottish Parliament or the United Kingdom Parliament it is recognised and agreed by both parties
that the Scottish Ministers shall if they see fit disclose such information but are unable to impose
any restriction upon the information that it provides to Members of the Scottish Parliament, or
Mernbers of the United Kingdom Parliament; such disclosure shall not be treated as a breach of this
agreement,

The Grantee shall ensure that all requirements of the Data Protection Laws are fulfilled in relation
to the Project.

To comply with section 31(3) of the Public Services Reform {Scotland) Act 2010, the Scottish
Ministers publish an annual statement of all payments over £25,000. In addition, in line with
openness and transparency, the Scottish Government publishes a monthly report of all payments
over £25,000. The Grantee should note that where a payment is made in excess of £25,000 there
wilt be disclosure {in the form of the name of the payee, the date of the payment, the subject
matter and the amount of grant) in both the monthly report and the annual Public Services Reform
{Scotland) Act 2010 statement.




6. Subsidy Control

6.1  The Grantee shall promptly put in place appropriate measures to ensure that it does not receive a
subsidy under the Subsidy Control Rules, including:

6.1.1 the Grant will be accounted for separately from any other funds heid by the
Grantee;

6.1.2 the totality of the Grant will be directed towards non-economic activity and/or shall
"flow through" the Grantee for the benefit of third parties;

have been met and provided to Scottish Ministers upon written request, including
" “others and costs incurred in delivering any support; and

6.1.4 where the entirety of the Grant is not spent upon non-economic activities and/or
flows through to others, then the Grantee may be required to identify and repay
the excess funding, upon written request from the Scottish Ministers.

6.2 Before the award of every subsidy to be made by it, the Grantee shall undertake an assessment of
the subsidy against the Subsidy Control Rules. The Grantee shall keep details of the assessment
process and satisfy all applicable transparency requirements.

7. Disposal of Assets

The Grantee shall not, without prior written consent of the Scottish Ministers, dispose of any asset funded,
in part or in whole, with Grant funds within 2 years of the asset being acquired or developed. During that
period the Scottish Ministers shall be entitled to the proceeds of the disposal — or the relevant proportion
of the proceeds based on the percentage of grant funding used in connection with the acquisition or
improvement of the asset against the whole proceeds. The Scottish Ministers shall also be entitied to the
relevant proportion of any proceeds resulting from any provision included as a condition of sale, Recovery
by the Scottish Ministers shall not be required where the value of the asset is less than £1000.

8. Publicity

The Grantee shall where reasonably practicable acknowledge in all publicity material relating to the
Project/Programme the contribution of the Scottish Ministers to its costs. The Scottish Ministers may
require to approve the form of such acknowledgement prior to its first publication.

9, intellectual Property Rights
9.1  Allintellectual Property Rights are hereby assigned to and shall vest in the Crown or its assignees.

9.2  The Grantee shall ensure that nothing contained in any materials produced or submitted to the
Scottish Ministers by the Grantee or anyone acting on its behalf nor the reproduction of such
materials, shall constitute an infringement of any third party copyright or intellectual property right
and shall indemnify the Scottish Ministers against alt actions, proceedings, claims and demands
made by reason of any such infringement.

St Andrew's House, 2 Regent Road, Edinburgh EH1 3DG

wngovato 7 oy o€ afy o

oo —6-1-3——avidence shatl be collected to-demonstrate that the relevant requirementsat 7:1:2 ————

but not limited to recording the value of support {including subsidies) provided to




10. Default and Recovery etc. of Grant

10.1

The Scottish Ministers may re-assess, vary, make a deduction from, withhold, or require immediate
repayment of the Grant or any part of it in the event that:

10.1.1 The Grantee commits a Default;

10.1.2 The Scottish Ministers consider that any change or departure from the purposes for which
the Grant was awarded warrants an alteration in the amount of the Grant;

10.1.3 The Grantee fails to carry out the Project;

10.2

103

10.4

10.1.4 in the Scottish Ministers’ opinion, the progress on the Project is not satisfactory; or

71015 In the Scottish Ministers’ opinion, the future of the Project is in jeopardy; or

10.1.6 Inthe Scottish Ministers’ opinion, the Grant is likely to bring the reputation of the Scottish
Ministers into disrepute,

If the Grant (or any part or condition thereof) does not comply with applicable Subsidy
Control obligations, Scottish Ministers may require immediate repayment of the Grant or any
part of it together with interest at such rate and on such basis as may be determined from
time to time in accordance with law.

The Scottish Ministers may withhold the payment of the Grant if at any time within the duration of
the Agreement:

10.3.1 The Grantee passes a resolution that it be wound up, or a court makes an order that the
Grantee be wound up, in either case otherwise than for the purposes of reconstruction or
amalgarmation, or circumstances arise which would enable a court to make such an order or
the Grantee is unable to pay its debts within the meaning of section 123 of the insolvency
Act 1986;

10.3.2 Where the Grantee Is an individual, If a petition is presented for the Grantee’s bankruptcy
or the sequestration of their estate or a criminal bankruptcy order is made against the
Grantee; or the Grantee makes any composition or arrangement with or for the benefit of
creditors, or makes any conveyance or assignation for the benefit of creditors, or if an
administrator or trustee is appointed to manage their affairs; or

10.3.3 A receiver, manager, administrator or administrative receiver is appointed to the Grantee,
or over alf or any part of the Grantee’s property , or circumstances arise which would entitle
a court or a creditor to appoint such a receiver, manager, administrator or administrative
receiver.

in the event that the Grantee becomes bound to pay any sum to the Scottish Ministers in terms of
clause 9.1, the Grantee shall pay the Scottish Ministers the appropriate sum within 14 days of a
written demand for it being given by or on behalf of the Scottish Ministers to the Grantee. In the
event that the Grantee fails to pay the sum within the 14 day period, the Scottish Ministers shall be
entitled to interest on the sum at the rate of 2 per cent per annum above the Bank of England base
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lending rate prevailing at the time of the written demand, from the date of the written demand
until payment in full of both the sum and interest.

10.5 Notwithstanding the provisions of this clause 9, in the event that the Grantee is in breach of any of
the Conditions, the Scottish Ministers may, provided that the breach is capable of a remedy,
postpone the exercise of their rights to recover any sum from the Grantee in terms of clause 9 for
such period as they see fit, and may give written notice to the Grantee requiring it to remedy the
breach within such period as may be specified in the notice. In the event of the Grantee failing to
remedy the breach within the period specified, the Grantee shall be bound to pay the sum to the
Scottish Ministers in accordance with the foregoing provisions.

106  Any failure, omission or delay by the Scottish Ministers in exercising any right or remedy to which

remedy.
11, Assignation

The Grantee shall not be entitled to assign, sub-contract or otherwise transfer its rights or obligations under
the Agreement without the prior written consent of the Scottish Ministers.

12, Termination

The Agreement may be terminated by the Scottish Ministers giving not less than 6 months’ notice in writing
from the date of the notice being sent.

13. Corrupt Gifts and Payments of Commission

The Grantee shall ensure that its employees shall not breach the terms of the Bribery Act 2010 in relation
to this or any other grant. The Grantee shall ensure that adequate controls are in place to prevent bribery.

14. Continuation of Conditions

141 These Conditions, except for Condition 6, shall continue to apply for a period of 5 years after the
end of the financial year in which the final instalment of the Grant was paid.

14.2  Condition 6 shall continue to apply until the end of the period referred to in that Condition.
15. Compliance with the Law

The Grantee shall ensure that in relation to the Project, they and anyone acting on their behalf shall comply
with the relevant law, for the time being in force in Scotland.

16. Governing Law

This contract is governed by the Law of Scotland and the parties hereby prorogate to the exclusive
jurisdiction of the Scottish Courts

If you wish to accept the offer of this Grant on the whole terms and conditions as set out in the letter and
annexed Schedules, you should sign and date both copies of the Grant Acceptance below and return one
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copy of the offer of Grant and Schedules to me at JustTransitionFund@gov.scot You should retain the
second copy of the offer of Grant and Schedules for your own records.

Yours sincerely

21/11/2022

St Andrew’s House, 2 Regent Road, Edinburgh EH1 3DG
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GRANT ACCEPTANCE
On behalf of Opportunity North East Ltd § accept the foregoing offer of Grant by the Scottish Ministers

dated 21/11/2022 on the whole terms and conditions as set out in the letter and annexed Schedules. |
confirm that Opportunity North East Ltd is solvent. [ confirm that | hold the relevant signing authority.

e Cen>

Director

Print Name: Jennifer Craw
" Position in Organisation of Person Signing: Chief Executive
Date: 29/11/2022

Place of Signing: Aberdeen

Signed:  / M %

Witness Name: Lindsay McKenzie
Address: ¢/o 11 Queens Gardens, Aberdeen, AB15 4YD
Date: 29/11/2022

Place of Signing: Aberdeen
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This is the schedule referred to in the forgoing Offer of Grant dated: Click hoere ta enier a dato.
SCHEDULE 1
PART 1: THE PROJECT

North East Adventure Tourism {NEAT) will facilitate the development of high quality, sustainable facilities
and low carbon infrastructure to transform the North East region into a world class destination for
adventure tourism. The project will unlock farge-scale investments in the region to support the creation of
good, green jobs and help people move into a new and growing sector, while also making sure that the
adventure projects resulting from the funding are community-driven projects that will improve health and
well-being and delivering inclusive growth in the region.

PART 1B: FAIR WORK FIRST COMMITMENTS

NEAT works with established businesses as part of a support structure to aid in upskilling, new practices
~ and funding of projects. NEAT will encourage all businesses we work with adhere to the fair working
" principles resulting in business growth and therefore job creation. S

Fair Work First milestones to be achieved in delivering the project:

1, Equal pay; take action to tackle the gender pay gap and create a more diverse and inclusive
Workplace

2. Payment of the real Living Wage; pay the real living wage (or higher] to all employees involved in
the Project.

3. Fair contracts; employ staff without the inappropriate use of zero hours contracts and will
oppose the use of fire and rehire practice.

4, Flexible working: will offer flexible and family friendly working practices for all workers
from day one of their employment.

5. Workforce Development: will invest in workforce development opportunities

PART 2: PAYMENT OF GRANT

1. The total Grant of up to £2,097,000 shall be payable by the Scottish Ministers to the Grantee
monthly in arrears on receipt of a completed claim for Grant in the form set out in SCHEDULE 2
together with the associated monitoring information set out in paragraph 4.1 of the Offer of Grant.

2. The total Grant shall be payable over the financial years 22/23 (up to £397,000} and 23/24 {up to
£1,700,000). The Scottish Ministers shall not be bound to pay any instalment of the Grant which has
not been claimed by the Grantee by 31 March of the applicable financial year, uniess otherwise
agreed in writing by the Scottish Ministers,

3. The Grantee shall provide a monthly profile of expenditure of the Grant before the start of the
financial year. Any change to the profile or to the overall costs of the Project/Programme shall be
notified to the Scottish Ministers at the earliest opportunity via the claims for Grant and monitoring
reports.

4. Each claim shall be for an amount equal to the actual reasonable and proper costs and expenses
incurred by the Grantee in connection with the Project/Programme since the submission by it of the
last claim for an instalment of the Grant.
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This is the schedule referred to in the forgoing Offer of Grant dated: Ulick here {o enier & date.

5. Each claim shall be submitted together with such explanatory or supplementary material as the
Scottish Ministers may from time to time require whether hefore or after submission of the claim.

6. On receipt of each claim (and any required documentation and information), the Scottish Ministers
shall determine the amount of expenditure which they consider the Grantee has reasonably incurred in
connection with the Project having regard to that claim. The determination shall be based on the
information provided by the Grantee in accordance with this Schedule. The Scottish Ministers shall use
their best endeavours {but shall be under no obligation or duty) to pay the amount determined to the
Grantee within 10 days of receiving a claim and any required documentation and information relevant to
the claim.

7. In order to facilitate the accrual of expenditure of the Grant for the financial year the Grantee

—-—---——shall, where-appropriate,advise-the Scottish-MinistersIn-writing by 7-April-the-amount- of the- Grant-———--

actually expended up to and including 31 March.
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This is the schedule referred to in the forgoing Offer of Grant dated: Click heve to enter a date,
SCHEDULE 2
GRANT CLAIV FORV
Organisation: «Name and Address»
Bank details: «Name and address, sort code, account numbers
Project: «Name/Description»
Total agreed grant for: « 20XX-XX»: «cAmount»

—|atest-forecast of expenditure of grantfor: «20XX-00r—Amounti——— e

Grant claimed to date: «Amount»

«Unexpended grant»: «Amount» {where grant is paid in advonce)

«Clain for grant» or «Estimate of grant required» for the period from Click here to enter a date. to
Click here to enter a date. or to Click here to enter a date.: «Amount»

We hereby claim «iotal» grant of «£XX» in respect of the above period in accordance with the
terms and conditions of the offer of Grant dated Ciick here to enter a date. and the Schedules
attached thereto.

Completed by:

Position:

Contact Detalls:

Date:

Items of Expenditure
Please list in the table below all discrete items of expenditure relevant to the above period and the

type of documentary evidence that «X has been submitted» or «X will be made available on
request» to substantiate each amount.

A B Cc D

Item Amount (£} | Paid Other (please specify, e.g.
Invoice certificate of payment in
[Y/N] kind)

TOTAL*

¥ gt the total should add up fo the teta] expenditure clalmed for the period.
St Andrew’s House, 2 Regent Road, Edinburgh EH1 3DG
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This is the schedule referred to in the forgoing Offer of Grant dated: Click hare ti enter  date,
SCHEDULE 3
STATEMENT OF COMPLIANCE WITH CONDITIONS OF GRANT
«Name of the Project»
This is to confirm that the grant claimed by «name of Grantee» in relation to the above
Project/Programme during the financial year ended 31 March 20«XX» was properly due and was

used for its intended purpose(s} in accordance with the terms and conditions of the Grant. This
statement is supported by the records of «name of Grantee»,

___Signed:_ . - N PO . . S

Name in block capitals:
Position:

Date: Click here to enter a date,
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This is the schedule referred to In the forgoing Offer of Grant dated: Click hieve to enter a date,
SCHEDULE 4

DEFINITIONS

“Agreement” means the agreement constituted by the Scottish Ministers’ invitation to apply for a grant,
the Grantee’s Application, these Conditions and the Grantee's acceptance of these Conditions;

“Conditions” means these grant conditions;

“Data Protection Laws” means any law, statute, subordinate legislation, regulation, order, mandatory
guidance or code of practice, judgment of a relevant court of law, or directives or requirements of any
regulatory body which refates to the protection of individuals with regard to the processing of Personal
Data to which a Party s subject including the Data Protection Act 2018 and any statutory modification or
re-enactment thereof and the UK GDPR,

“Default” means:
a) Any breach of the obligations of either party under this Agreement (including, but not limited to,
" “any breach of any undertaking or warranty given under or in terms of this Agreement); '
b} Any failure to perform or the negligent performance of any obligation under this Agreement;
¢} Any breach of any legislation; or
d) Any negligence or negligent or fraudulent miss-statement or misappropriation of Grant, or any
other default,

in all cases by either party, its employees, agents or representatives;
“Financial Year” means a period from 1 April in one year until 31 March in the next;

“Grant” means the grant offered by the Scottish Ministers to the Grantee as specified in the Award Letter,
as varled from time to time in accordance with these Conditions;

“Grantee” means the person, organisation or body to which the Grant wilt be payable as specified in these
Conditions. Where two or more persons, organisations or bodies are the Grantee, references to the
“Grantee” are to those persons, organisations or bodies collectively and their obligations under the
Agreement are undertaken jointly and severally;

“Intellectuat Property Rights” means all copyright, patent, trademark, design right, database right and any
other right in the nature of intellectual property whether or not registered, in any materials or works in
whatever form (including but not limited to any materials stored in or made available by means of an
information technology system and the computer software relating thereto) which are created, produced
or generated as part of the Project by or on behaif of the Grantee.

“Project/Programme” means the purpose for which the Grant has been awarded as described in the Offer
of Grant;

“Payment” means each of the payments specified in Schedule 1 hereto.

“Subsidy Control” means the United Kingdom’s international commitments on subsidy control arising
from, amongst others, the EU-UK Trade and Cooperation Agreement, World Trade Organisation
Membership and commitments arising from international treaties and agreements to which the United
Kingdom is a party.

“UK GDPR” means the retained EU law version of the General Data Protection Regulation ({(EU} 2016/679)
as it forms part of the law of England and Wales, Scotland and Northern Ireland by virtue of section 3 of the
European Union (Withdrawal) Act 2018 and as amended by Schedule 1 to the Data Protection, Privacy and
Electronic Communications {Amendments etc) (EU Exit) Regulations 2019 (SI 2019/419).
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PWF Law LLP
2nd Floor Central Square South Orchard Street Newscastie upon Tyne NE1 3AZ DX 62553 Jesmond
T +44 (0)333 320 2220 F +44 (0)333 320 4440 dwfgroup.com

PRIVILEGED & CONFIDENTIAL

Lorna Carnegie Yaour Ref;
Project Development Executive Our Ref: 2040245-1
Opportunity North East Ltd Plsase quole this when replying
11 Queens Gardens Date: 10 Noverber 2022
Aberdeen
AB15 4YD P!ease a.sk for: Alegdrder Rose
Direct Diat: +44 333 320 3142
Mabile: +44 7545 200457
e e o E E-mailt- o e Alexander.Rose@dwhllaw - e
Dear Lorna,

UK Subsidy Control opinion: North East Adventure Tourism

We are engaged by Opportunity North East Ltd ("ONE") to provide headline advice on the Subsidy Control
compliance of the North East Adventure Tourism funding programme (the "Programme") which will involve ONE
providing ¢.£18.32m of financial support to 26 projects, including public realm works and schemes for active
travel in North East Scotland.

At this time the detail of many of the interventions is still being developed, but our headline view is that, based
on the information provided at this time, each intervention appears capable of complying with Subsidy Control
law, but in order to manage this, technical compliance requirements will need to be carefully handled during the
award process and delivery. If due care is taken to apply the relevant conditions and create a suitable audit
trall, we are confident that the Programme can be demonstrated to be compliant with the Subsidy Control rules.

Our findings rely upon an accurate understanding of the relevant facts. Therefore if you believe that we have
mistinderstood any element of the Business Case’ or, during development, the proposals materially change,
then please inform us and we shall update our advice accordingly.

Our position is based on the following:

« UK Subsidy Control rules need to be checked at the time of award as the proposal involves financial
assistance from public resources awarded after 11pm 31 December 20207 within the UK;

1 The North East Adventure Tourism Business Case, dated August 2022,

2 The ElJ State aid rules were largely disapplied through Statutory Instrument 1470/2020, The State Ald (Revocations and Amendments)
(EU Exit) Regulations 2020 with effect from 11pm 31 December 2020. Section 29 of the Eurapean Union (Future Relationship) Act 2020
came into force at the same time applying the TCA directly into UK law. The Subsidy Control rules are elaborated upon by the Department
of Business, Energy and Industrial Strategy's guidance which was published on 31 December 2020 and updated on 24 July 2021, which
refars to the requirement for funders to take account of other trade deals and the commiiments.

DWF LLP I3 a limited liability partnership registered in England and Wales with registered number OC328794,
The term Partner is used Lo refar lo a Member of DWF LLP o an employea or consuitanl with eguivalenl standing and quslifications.
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s the awards are expected to be legally committed after 4 January 2023, which is when all elements of
the new Subsidy Control Act 2022 ("the Act") come into force. Therefore throughout our advice we
have focussed on compliance with these requirements?, rather than the rules in place at today's date;

= our advice also takes account of BE[S' draft guidance for UK Subsidy Control* published on 1 July 2022
{"the Draft Guidance"}, noting that this is not in final form and may be amended;

s theraward-of funding to"ONE from Scottish Enterprise, Aberdeenshire-Council-and -Scottish Cycling

Facilities Fund (via SportScotland) and Scottish Govemment through the Just Transition Fund will all

be transferred to third parties. Provided conditions are in place to show the funding has "flowed

 through®, no subsidy shall arise;
o jtis possible to categorise the Programme info four main types of intervention, these being:
(i investment in pubiic realm / general infrastructure works;

(i) the funding of intermediary bodies to deliver their own programmes of support, each
praviding comparatively low value support to those in local communities, including
individuals and SMEs;

(iii) awards of larger grants {with a value of £315,000 or more); and
{iv) support / activities delivered at market rate through competitively procured providers;

+ eachintervention needs to be treated separately. The delivery of public realm and general infrastructure
should qualify as no subsidy as non-economic activity, but certain steps should be taken to ensure there
is a thorough audit trail to demonstrate this;

« the funding of intermediary bodies to deliver programmes of support for local communities, including to
individuals and SMEs contains two levels of potential subsidy. The funding of the delivery bodies can
be “no subsidy" if it can be demanstrated that the entirety of the financial assistance "flows through" the
intermediary delivery partners for the benefit of third parties;

+ where the financial assistance "flows through” to enterprises {eg. SMEs), this may resuit in a subsidy
but may be lawfully awarded under the cover of the Minimal Financial Assistance ("MFA") provision
(provided the value is up to £315,000). This works in a similar way to previous De Minimis aid® in EU
State aid law (ie. the funder obiains a declaration) though requires further reporting details as set out
below;

s where the public funding is diverted to commercially exploitable infrastructure, eg. sports centres and
facilities that are commercially exploited then this will normally be regarded to be economic activity and
therefore likely to create a subsidy. In such instances, the value of the award is above the MFA

? We note that the Act's requirements go above and beyond the coempliance obligations in place between 11pm 31 December 2020 and 4

January 2023.

*hiipsi/assets publishing.service.gov.ukfgovernment/uploads/system/unloads/attachmant_data/file/1088607/draft_statutory guidance on
the subsidy control act 2022 for consultation.pdf

® Regulation 1407/2013, i.e. a declaration is obtained which confirms the subsidy is within the threshold {taking into aceount previous awards

in the current financial year and two previous years).
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threshaold and therefore the Subsidy Control Principles at schedute 1 of the Act will need to be tollowed,
which includes demonstrating that the subsidy is proportionate to deliver the specific policy objective
and limited to what is necessary to achievs It;

« in the situations where funding is used to procure services, the provider of the services that has been
selected is usually deemed to be paid a market rate so the funding is unlikely to confer an economic
advantage®. A subsidy may still arise if they are procured to provide financial assistance to others; _

» the risk of subsidy arising to other third party contractors may also be avoided by undertaking an open
~and competilive procurement process’. An alternative approach is to benchmark the prices which also

creates a presumption of no over-compensation and thus “no subsidy"; and

« finally, we note that the Act creates a new requirement whereby the Competition and Markets Authority
("CMA") reviews any award considered to be a Subsidy of Particular Interest ("SoP1"). We do not expect
this to be required for any of the projects in the Business Case, noting the value of the awards®.

At this time, there is little available case law relating to the application of the Subsidy Control rules® and there is
no confirmation as to what guarantees compliance®. Therefore our advice represents what we believe to be
the most reasonable interpretation of the new rules currently available, recognising there is reduced certainty at
this time.

A. Our understanding of the facts
We derive our facts from the Business Case dated August 20221,

A summary of each intervention set out in the Business Case (together with the Subsidy Control solutions) is
provided at Appendix 1 of this opinion. From this it appears there are four broad types of intervention across
the 26 projects at this time, these being:

(i) invastment in public realm / general infrastructure works,

(i) the funding of intermediary bodies to deliver their own programmes of support, each
providing comparatively low value support to those in local communities, including
individuals and SMEs;

i) awards of larger grants (with a value of £315,000 or more); and

{iv) support / activities delivered at market rate through competitively procured providers??;

% See paragraph 70 of the Draft Guidance.

7 whether in line with the Public Contracts Regulations 2015 or other competitive procurement methods that establish a market rate through
a competition

8 Neting the draft legislation suggests a SoP! would apply for awards over £10m (with certain sectors subject to a £5m threshold).

® The High Gourt decision in British Sugar Plc, R (On the Application Of} v Secrelary of State for International Trade [2022] EWHC 393
{Admin) only touched upon the meaning of subsidy in a highly nuanced situation.

 The Department for Business, Energy and Industrial Strategy did publish guidance on 31 December 2020, with further FAQs on 24 June
2021.

" Business Case received by DWF on 21 September 2022

12 Plaase let us know if you think any of the praject sits oulside these categories and we shall update our advice.
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The funding has and will originate from Scottish Enterprise®®, Aberdeenshire Council and Scottish Cyeling
Facilities Fund (via SportScotland)* and Scottish Government through the Just Transition fund. All are
considered to be providing public sector funding for the Programme. For some schemes, the funding will be
directly awarded by these public sector bodies. For the remaining schemss, it is understood that the public
sector funding will be transferred to ONE and ONE wilt award the funding.

Woe are asked to provide high level ‘in principle' observations on Subsidy Control, which may be followed up by

more detailed opinions on a project referral basis.
B. __ Subsidy ControlLaw

B.1 UK Subsidy Control regime

Following Brexit, the State Aid (Revocations and Amendments) (EU Exit) Regulations 2020 ceased direct effect
of EU State aid law in the UK'S in almost all instances.

Interim Subsidy Control rules came into effect at this time requiring public bodies (and organisations acting on
their behalf) to consider the UK's international subsidy commitments set out in Chapter 3 of the EU/UK Trade &
Cooperation Agreement ("TCA"), the Northern Ireland Protocol'®; Article 138 of the Withdrawal Agreement™;
the WTO rules?8; and other trade agreements the UK has in place’®. Since 28 April 2022, the interim regime
has included a definition of Subsidy from Section 2 of the Act. The government has announced that from 4
January 2023 all aspecls of the Act will apply and has published Draft Guidance to assist public bodies adapt
to the new requirements. In all cases, the Act builds additional requirements rather than removing anything
which would necessarily need to be considered anyway under the TCA.,

B.2 Subsidy Confral Act 2022 and definition of subsidy

The Act was adopted on 28 April 2022. Part 1 of the Act has entered into immediate effect. The remaining
provisions will enter info force on 4 January 2023, A Subsidy is now defined as: "financial assistance which—

(a) is given, directly or indirectly, from public resources by a public authority,
b) confers an economic advantage on one or more enferprises,

(c) is specific, thatis, is such that it benefits one or more enlerprises over one or more other enterprises
with respect to the production of goods or the pravision of services, and

(d) has, or is capable of having, an effect oh—
(i) competition or investment within the United Kingdom,

(i) frade between the United Kingdom and a country or terrifory outside the United Kingdom, or

13 Seotland's national economic development agency and a non-departmental public body of the Scotlish Government (hitps://www.scottish-

enterprise.comfour-organisationfabout-us).
" The Cycling Facilities Fund aims ta support eycling facility projects across Scotland and is managed by SportScotland.

15 Statutory Instrument 1470/2020 - The State Aid (Revocations and Amendments) (EU Exit) Regulations 2620,
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(iii) investment as between the United Kingdom and a country or terntory outside the United
Kingdont'
Woe note that the above requirements (a) fo (d) are cumulative, ie. if any one of these requirements is not met

then the measure in question cannot be a subsidy.

Subsidy therefore arises whenever State resources are used to provide an advantage to a particular enterprise
— orenterprises-delivering-economic activities in-agiven market where these funds would distort thatmarket-and-———
affect the ability of other enterprises to compete on a level playing field.

--.--Although the terminclogy-is-slightly different to.that-used in EU State aid law, we note that the substance of what oo
constitutes a subsidy and a State aid is very similar20, with the exception of the final limb which is now narrower
than under EU State aid law {thereby potentially applying to measures which even have only a domestic effect).
The similarities are very helpful because there is extensive case law as to what is, and what is not, a State aid,
which can be used as a reference point to determine the presence of a subsidy.

As will be explained further below, this is useful in that it allows guidance from State aid law to be harnessed for
the understanding of the various limbs set out above, in particular what constitutes advantage to an enterprise
being substantively the same notion as what constitutes advantage to an undertaking under State aid law. This
is particularly useful when considering actions undertaken by the State in furthering ordinary roles of State, such
as the delivery of general public infrastructure and public realm. In such cases, grant reciplents may receive
and spend public funding and there be no subsidy because there is no advantage to an enterprise. When public
sector organisations deliver such functions or "non-economic activities" it cannot be an enterprise, hence no
subsidy arises (whether the other element of "advantage" is conferred or not),

As mentioned above, the funding for some schemes will be directly awarded by Scottish Enterprise,
Aberdeenshire Council and SportScotland . For the remaining schemes, including in respect of Scottish
Government Funding through the Just Transition Fund, it is understood that the funding will be transferred to ’
ONE and ONE will, in turn, award the funding. In both situations, the financial assistance is considered to be
given from public resources by a public authority noting that "public resources include public funds that are
administered by the UK government, the devolved administrations or local authorities, whether they are given
directly, through other public bodies (e.g., agencies), or through private bodies",

What is an enterprise? is clarified at Section 7(1) of the Act and concerns being “"engaged in an economic
aclivily that entails offering goods or services on a market, lo the extent that the person is engaged in such an
activity". This is essentially the same notion as in State aid law for which the comparable term is an
‘undertaking”. Section 7(2) of the Act clarifies that "an activily is not lo be regarded as an economic activity if
or to the extent that it is carried out for a purpose which is not economic",

B3 Rendering a subsidy tawful

® This also makes inherent sense on the basis that these provisions are Intended to aflow the UK to sat up a paraliel Subsidy Controf
regime to the EU's State aid regime based on common founding principles and minimum standards.

21 See paragraph 68 of the Draft Guidance,

2 The TCA introduces a parallel notion of an "economic actor”, which this reference to “enterprises” replaces. However for Immediate
purposes we do not believe the characterisation as an enterprise or economic actor makes any difference. Both notions are in effect
modelled upon the EU law notion of an “undertaking”.
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When a subsidy is present, the funding may still be lawfully awarded provided certain steps are taken. thisis
currently covered by the TCA. In due course the Act will set additional requirements, but not "fower the bar” in
any respect.

For smaller value awards, funding may proceed under the cover of the Minimal Financial Assistance provision.
However, MFA is limited to awards of up to £315,000 over three financial years per enterprise (le. per individual
corporate group).

For other awards, funding may be lawfully awarded by demonstrating that the measure respects each of the
~Subsidy Control Principles listed at schedule of the Act. Although not in force at this time, schedule 1 includes

a seventh prmcupie which states: "Subsidies should be des.'gned to achieve their spec:frc pohcy ObjGCflVe while
minimising any negative effects on competition or investment within the United Kingdom®. The Act also slightly
re-phrases the six Common Principles as written in the TCA.

Given that the awards will be made after 4 January 2023, we will work on basis that the Subsidy Contro}
Principles should be applied (noting these are not in force at today's date).

The Subsidy Control Principles {"the Principles") are:

1. subsidies should pursue a specific public policy objective in order to {(a) remedy an identified market
failure or (b) to address an equily rationale such as regional disadvantage, social difficulfies or
distributional concerns;

2. subsidies should be proporlionate fo their specific public policy objective and limited fo what is
necessary to achieve it;

3. subsidies should be designed fo bring about a change of economic behaviour of the beneficiary. That
change, in relation to a subsidy, should be (a) conducive {o achieving its specific public policy objective,
and {b) something that would not happen without the subsidy;

4. subsidies should not normally compensate for the costs the beneficiary would have funded in the
absence of any subsidy;

5. subsidies should be an appropriate policy instrument for achieving their specific public policy objective
and that abjective cannot be achieved through other, less distorfive, means;

6. subsidies should be designed to achieve their specific policy objective while minimising any negative
effects on competition or invesiment within the United Kingdom, and

7. subsidies’ beneficial effects (in terms of achieving their public policy objective) should outweigh any
negative effects, including in parficular negative effects on (a) competition or invesiment within the
United Kingdom; (b) infernational trade or investment.

For avoidance of doubt, we consider that by satisfying the above there can be no danger of being considered
not to satisfy the six Common Principles as they are written in the TCA.
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The UK Government has not yet set out how in detall how the Principles may be guaranteed as satistied in any
particular case®, Nor have the UK Courts?*, It is therefore necessary, for the time being, for awarding
authorities to self-assess.

The Act introduces procedures for potential notification of larger scale subsidies to the Competition & Markets
Authority ("CMA") for a non-binding view prior fo award (subsidies over £5m) and introduces a mandatory
_.natification requirement for the largsest subsidies, currently anticipated to be those of a cumulative value per

project in excess of £10m {or £6m+ for certain sensitive sectors).

~ There are certain other requirements which awarding authorities need to be aware of such as not falling foul of
any / of the prohlbltlons set out in the Act and once acknowledged subsidies have been awarded under the
Principles (NB. not for MFA awards) then minimal details regarding the same must be pubhshed within three

months of award (where a subsidy award is over £100,000).

B.4 Basics of challenge regime

in terms of potential challenge, the UK and European Commission {on behalf of the EU) have the right to
challenge each other's subsidies under the TCA, and seek remedial measures in exceptional circumstances
where significant injury to the other's economic interests can be shown. We would only expect this to be invoked
in regard to large high profile subsidies with international effects, ie. hence we disregard any possibility for this
case.

More realistic in this case is challenge by way of judicial review brought in a national court by an 'interested
party', ie. usually a competitor of some sort, Although we have not been informed that an interested party is
preparing a complaint in the present case, this is the risk against which fo prepare.

Under Article 373 TCA, the short window for challenge under UK national law commences upon the
transparency {publication) requirements referred to above being met, We address this in more detail in Secticn
D below, but the headline point is that the time period within which challenges can be made is significantly
reduced under the new regime (from ten years from last award under State aid, to up to 3 months from
publication now).

C. Applying Subsidy Control assessments to the facts
C.1 Potential for Subsidy at the level of ONE

The Subsidy Control rules need to he applied at the point when an award of financial assistance is made. This
involves an assessment as {o whether the definition of subsidy applies for each beneficiary taking account of
the activities being undertaken.

2 Although the new Annex 2 of the updated BEIS guidance of 31 Decembar 2020 does elaborate on same questions to be asked as does
ilustrative guidance of March 2022.

https:/fassets.publishing.service gov.uk/government/uploads/system/uploads/attachment datafile/1050006/subsidy-contral-bill-principles-
iflusirative-guidange-practicai-operation.pdf

% High Gourt decision In British Sugar Fle, R {On the Application Of) v Secretary of Staie for International Trade [20221 EWHC 393 {Admin).
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Prior to making such an assessment at the Programme level, it is necessary to consider whether the awards to
ONE constitute a subsidy. Our expectation would be not, provided it can be shown that the subsidy "flows
down" to the intended beneficiaries.

The flow through model is a well-known "no subsidy” route that anticipates that the recipient of the funding is
merely a conduit, which due to the structures around the funding, will ultimately not receive any residual benefit
from_the funding — this is because, provided the conditions are properly followed, all the benefit of the funding

will be directed to the real beneficiaries of the funding.

_The European Commission's Notion of State aid® provides more detail on this and we have noreasontodoubt =

the same logic applies to UK Subsidy Control), stating:

“In case an intermediary undertaking is a mere vehicle for transferring the advantage to the beneficiary
and it does not retain any advantage, it should not normally be considered as a recipient of Stafe aid."

The "flow through" principle is a well-known concept in State aid law and has been applied many times within
the UK. The landmark first case involved a German training provider which was gifted a building and committed
to deliver discounted training from the building to ensure that all the funding was directed to others.

The European Commission has further developed this concept within various authorities including the Notion of
State aid ("NoSA"), designated State aid guidelines® and case law?’. These have provided insight into the
types of conditions which must be present to be satisfied that the funding has flowed through a particular
intermediary vehicle and provided a benefit to third parties.

In doing so, the Commission has concluded that, provided the conditions are respected, then a “sefective
advantage” (and therefore a State aid) will not rest at the level of the intermediary administrator.

The flow through structure has been used in many projects and been recognised in UK Gentral Government
guidance too during the time of the previous State aid framework?®, We believe the same rationale continues
to apply under the new regime, given the similarities between what is State aid and a subsidy under the Act.

The requirements for the flow through justification to apply are as follows:

o the value of the public sector financial assistance awarded to the relevant intermediate body {ONE in
this instance) must be calculated in a transparent manner at the point it is committed to undertake the
relevant activity?® (the "Award Value");

# commission Notice on the notion of State aid as referred to in Articte 107{1) of the Treaty on the Functioning of the European Union
(2016/C 262/01) section 4.3 faotnote 179,

% See also paragraph 37 of the Risk Finance Framework OJ C 19 of 22,01.2014, p.4, and the proviso fo Article 2.1.2 of the R&D
Framewark OJ C 198 of 27.06.2014, p. 1 the latter of which provides: "However, the GCommission will not consider the research
organisation or rasearch infrastructure to be a beneficiary of State aid if it acts as & mere intermediaty for passing on to the final racipients
the tolality of the public funding and any advantage acquired through such funding”.

27 Cases where flow through and ring fenced accounting have implicitly baen followed include N497/2001 UK Scotland Grants for Owner
Oceupiers, and R&D flow through cases ke Stale Ald Case N 301/2010 - Green Labs DK and State Ald SA.41540 (2015/N) — Republic of
Lithuania Aid to public lagal persons - Science and Technology Parks (STPs).

2 Gtate aid and [nfrastructure: Leipzig Halle Guidance ERDF-GN-1-01 of 22 February 2013,

2 g. the money transferred to ONE for the Pragramme
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» the intermediate body must administer the relevant programme on a not tor protit basis and have
structures in place to show that the award is spent entirely on delivery of the programme of activities for
the benefit of third parties are in the public interest3®, Acceptable public interest activities might include
financial support to projects such as those envisaged by the Programme;

s the intermediate body shall use a ring-fenced account to demonstrate the Award Value is used
ultimately for the benefit of the end beneficiaries, whether passed on directly or used to fund in kind

benefits passed on®'. The purpose of ring-fenced account is to avoid the public funding impacting any
other activities of the intermediate body, for example any consultancy services which it might provide.

~This separation should be maintained for the duration-of the-programme {"the Flow Through Period"}; - -

+ the intermediate body should provide activities either for free, or at a discount to the market rate®?, to
the end beneficiaries;

» any assets purchased for the delivery of the project using State funds should be capable of being shown
to have been purchased at a market rate value and used for the project purpose;

s salaries, time charged and other administrative costs of the intermediary in administering the
programme should not be excessive, this can be demonstrated by appropriate benchmarking (against
a reasonably efficient comparator private sector body or drawing upon the rates used in simitar
projects®?); and

o the benefit in kind received by the end beneficiaries must be valued and a subsidy compliant route used
to make the award.

Taking the flow through model to its logical conclusion, if all the State support for the project can ultimately be
demonstrated to have been reasonably spent on providing benefit to the end beneficiaries via lawful means,
then the intermediary {(ONE) ought not to have retained any economic advantage from the award. Therefore,
the structure above Is designed to demonstrate that the assistance provided to other parties exceeds the Award
Value over the Flow Through Period. Provided this is implemented, then the risk of a successful subsidy
challenge from any source should be very low.

C.2 Programme Assessment

The Pragramme involves multiple interventions, each of which needs fo be considered separately. That said,
we do note there are similarities between different interventions enabling them to be categorised in four broad
types of project, each of which merits different Subsidy Contral treatment {please see Appendix 1 of this opinion

% The Programme is considered to be in the public interest

3 The totality of the public funding received by the intermediary body should ultimately be capable of being tracked as having gone towards
activities which involve assisting and providing the support to the ultimate baneficiaries. Administration costs may be covered, provided
these are wholly used to provide support to the end beneficiaries. Although there is no indication in EU case law as to what the minimum
acceplable split will be (between vaiue of benefit passing on directly lo end users or costs of administering the same), by colecting evidence
that arrangements are in line with a reasonably efficient comparator any such risk should be very fow. The risk Is further reduced where a
significant majority of the funds reach the end benefictaries directly, for example by delivery of free senvices or grants,

® The market rate In this instance would be what a commaercial operator would need to charge in order to recoup their costs and make a
reasonable profit, As such the cost charged is anticipated to be a discount,

# ncluding if within flat rates or simplified methodology previously applied for ERDF projects.
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for a summary position on each intervention). Of course, this is a headline review and therefore it project
interventions change then more detailed advice may be required.

C.2.1  No subsidy in funding general public infrastructure and public realm: various interventions
In this section, we will address the following proposed interventions:

+ Aberdeenshire Trails Association Bike Trails®;

the North East Hightand Way;,
+ _ Tarland Trails 2 Mountain Bike Trail Centre®; and
s connection transport.

In doing so, we understand that the organisations delivering the interventions can demonstrate that the full
amounts of public funding will be spent on the costs of building the infrastructure and that these will be run upon
a free and open access basis.

That the public funded infrastructure will be available to ail and at no cost is important because, a set out above,
the development by State bodies of commercially exploitable business infrastructure (eg. commercial property
for let to the market and toll roads) has normally been regarded as an economic activity and therefore subject
to State aid scrutiny. However, it has also been regutarly held in EU law that the mere construction of general
public infrastructure and public realm improvements to be operated free of charge for the general public benefit
is within the remit of ordinary State activities and hence not an economic activity®®.

EU law summarises this neatly in the European Commission's 2015 Notice on the Notion of State aidP” ("NoSa")
in section 7, paragraph 203 that the exclusion from State aid control of the public funding of deemed non-
economic activity includes:

“infrastructure that is used for activities thaf the State normally performs In the exercise of its public
powers (including military facilities, aid traffic control in airports, lighthouses and other equipment for
the needs of general navigation including on inland waterways, flood protection and low water
management in the public inferest, police and customs) or that is nof used for offering goods or services
on a market {for instance roads made available for free public use). Such activities are not of an
economic nature and consequently fall outside the scope of the State aid rules Jour emphasisj, as does,
accordingly, the public funding of the related infrastructure”.

3 On the basis that no charge is made. {f a charge is levied our advice will need to be changed.

3% Same as footnote 39,

% The point within EU law is that where the State uses public funding to engage in non-economic activity there can be no advantage through
State resources given to an undertaking. There is no undertaking because there Is no entity engaged in econamic activities in competition
on the markel. The same notion of advantage to an undertaking is repeated in the new UK law definition of subsidy set out in the Act, abeit
with the slight difference that the wording regards advantage to an enterprise instead, Howaver, when the concept of what is an enterprise
is examined (sea Section 7 of the Act and the explanation at section B.2 ahove), it can be seen it Is in effect the same thing as an undertaking
at EU law. For this reason we believe EU law is helpful in guiding what should be considered an enterprise or not in UK law, and given the
substance under consideration we befieve this makes inherent common sense too: we cannot believe that the intention of the Act would be
to calch within subsidy law the ability of a public autherity to undertake warks on general pubiic infrastructure that is not commercially
exploitable,

3 Commission Notice on the notion of State aid as referred to in Arlicle 107(1) of the Treaty on the Functioning of the European Union
{2018/C 262/01)

10

82547158-1




We regard the above to apply in the present case because these interventions involve public sector
organisations investing in activities within its public powers and which is ultimately likely to be considered non-
economic in nature. Paragraph 17 of NoSA further provides that:

"an entity may he deemed to act by exercising public power where the activity in question forms part of
the essential functions of the State or is connected with those funclions by ifs nature, its aim and the
rules to which it is subject”,

This is adopted in Draft Guidance which provides:

- "As a rule, public funding for infrastructure-which is not intended fo be-used fo carry out-a.commercial . - - .

activity will not fall within the scope of the Act. Roads, bridges, tunnels, and inland waterways., Where
this infrastructure is not infended to be commercially exploited and is made available to the public to
use for free, the provision of access fo this infrastructure will not be considered fo constifute an
economic activity and public funding for this infrastructure will not fall within the scope of the Act.”

The intervention includes roads, but the above should be equally applicable to other free and open access public
realm like free and open access bike trails and cycie paths.

Thus, where the proposed funding will be used to deliver general public infrastructure, as here, it will not amount
to a subsidy. On the facts, the public infrastructure works set out in the Business Case appears to fall within
the scope of this principle. These elements of the project will involve the delivery and improvement of bike trails
available to the public on a free and open access basis.

This is all typical general public infrastructure of benefit to the general public on a free and non-discriminatory
basis and not providing a specific benefit to any particular business or group{s) of husinesses. On the present
facts, it is clear that the State support is to be set against the provision of public infrastructure works for the
interests of the general public and the local community. When public funds are spent on such deliverables it
need not matter if certain commercial interests are incidentally furthered as well {eg. such as nearby landowners
ownersftenants). Creating benefit 10 the surrounding area is an inherent part of all public works and the fulfilment
of the essential role of the State. There is always incidental benefit to someone whenever the State carries out
public infrastructure and public realm works, but if the predominant effect is for the general good rather than a
specific undertaking, it may qualify as general infrastructure and not a subsidy®.

The Draft Guidance provides:

"682. A distinction can be drawn, however, between an indirect advantage and economic effects that
are simply an inherent consequence (or secondary economic effect) of the financial assistance, since
almost all subsidies have such effect (for example a subsidy to a car manufacturer may Increase the
number of cars sold by that manufacturer bui there will normally be na indirect advantage lo the
purchaser of those cars on the markef). For there fo be an indirect subsidy, it should be foreseeable
prior to or at the point when public resources are fransferred, that the financial assistance In question

38 SA.36019 (2014/NN) — Belgium Financing of road infrastructure in the vicinity of a real estale project — Uplace

i

82547158-1




will have an indirect effect by channelling an economic advantage from the subsidy o other identihable
enterprises.”

The sallent point is that the funding of such infrastructure is not directed towards the specific interests of
individual businesses®. it is our understanding that these interventions have not been designed (and will
therefore not be deliverad) to suit the requirements of a specific group of entities and therefore do not appear

the fundlng Should there be any doubt as to the purpose and mtended heneficiaries of these interventions, we
would recommend that ONE compiles a dossier to support its intended and ant:mpateci general purpose and

- effects and the overriding public benefit it is seeking to-provide, ~ - = e T

It should be naoted that a finding of no subsidy against costs incurred in delivering general public infrastructure
works as described above always depends on the precise nature of the facts including the allocation of funding
! finance and the genuine exercise of public powers agains! the detail and the spirit of the rules as set out above.

C.J3 Low value programme support
In this section, we will address the following proposed interventions:
» community-led activities;
+ mentoring programmes;
* increased digital skills;
« skills pathway programmes;
¢ suppart community interest groups;
« suppori transition to low carbon;
» support for small businesses;
+ |eadership skills development;
» collaborative working;
» working with the hospitality sector;
« collaboration with national and international providers;
+ engage local supply chain and product innovation; and
+ connections with regional and national colleges and universities.

These activities involve grants to intermediary bodies operating in the private and third sector, which shall
thereatfter use the grant to provide services and facilities to individuals and SMEs.

C.3.1 Flow Through

* The European Commission stated in Uplace: “ft must therefare be estabiished whether the infrastructure is bespoks, fe. designed fo suit
only the needs of a cerlain predefined end-user (beneficiary), known af the start of the works. If the infrasiructure serves various uses or
users which are not established in an exhaustive manner in advance, then its development is general”.

12
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There are two levels of potential in such projects. Firstly, it is necessary to test whether a subsidy will arise to
the intermediary bodies delivering the project. No subsidy will arise to the intermediary where:

s it can be demonstrated that the intermediary is not an enterprise. This is because for there to be a
subsidy all the relevant characteristics must be present, What is an enterprise is clarified at Section
7(1) of the Act and concerns being "engaged in an economic activity that entails offering goods or
services on a market, to the extent that the person is engaged in such an activity". Therefore if the

recipient does not offer any goods or services fo the market {including for free or below market rate)
then no subsidy arises;

o the "flow through" model set out above at C.1 is applied to the relevant intermediary so that all the public
sector financial assistance is shown to be directed to the end beneficiaries; or

« the intermediary is selected through an open and competitive process as set out at Section C.5 below
so their remmuneration can be shown to be at market rate.

C.3.2 Awards to end beneficiaries through the MFA

The second level of potential Subsidy is to the end beneficiaries, which shall receive benefits in the form of free
or discounted services and access to facilities provided by each grant funded intermediary body.

Where end users are not engaged in economic activity there is no subsidy to them (they are not classed as
"sconomic operators”). Ecanomic activity means offering goods and / or services to the market, Therefore an
individual who is not engaged in economic activity will not be an enterprise, but if they are receiving funding to
operate as a sole trader then they will be classed as an enterprise.

Where end users are engaged in economic activity (such as SMEs) they will be likely to be receiving subsidy
given they will be economic operators offering goods and services on established markets. They are therefore
receiving an advantage which is made possible by the State funding the costs of delivering these facilities.

In such situations it will be necessary for the intermediate body to value the financial assistance being awarded
at the outset and check whether the Minimal Financial Assistance route ("MFA") can be applied. The MFA
allows an enterprise to receive up to £315,000 of subsidy in the current and two previous financial years. Section
36 of the Act provides:

(1) The subsidy control requirements do not apply to minimal financial assistance given to an enterprise
if the total amount of minimal or SPEI financial assistance given to the enlerprise within the applicable
period does not exceed £315,000.

(2) The applicable period is the period comprising— (a) the elapsed part of the current financial year,
and (b) the two financial years immediately preceding the current financial year.

(3) “Minimal financial assistance” means a subsidy given under this section, and for this purpose a
subsidy is given under this section if the authorily that is giving the subsidy provides fo the enterprise
that receives it a minimal financial assistance confirmation (see section 37(5)).

(4) In subsection (1), the reference to the subsidy conirol requirements doas not include the
requirements as to transparency in Chapter 3 of Part 2 except in refation to the giving of a subsidy as
minimal financial assistance if the amount of the subsidy is no more than £100,000.

13
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(5) For the purposes of this section— (a) if minimal financial assistance 1s provided in cash, the gross
cash amount given is o be used in determining the amount of assistance; (b) if minimal financial
assistance is provided otherwise than in cash, the amount of assistance given is to be determined by
reference lo the gross cash equivalent of the assistance.

6} This section does not authorise the giving of a subsidy relating to goods that is in confravention of
section 16 (export performance} or 17 (use of domestic goods or services).”

An equivalent route called Small Amounts of Financial Assistance {("SAFA") exists under the TCA and is in effect

a__UK equwa!ent to the De Minamas block exemptlon under the prewous State ald reglme We anﬂc:lpate that a!E_ o

‘the SME interventions will each have a value of below £315k over the three year period, in which case there is
no need to satisfy the Principles®®,

Although the Principles do not apply, there is a transparency obligation where MFA is set to exceed £100k per
SME (see Section D below).

To meet MFA, each SME seeking to benefit from the funding would need to provide a declaration stating the
MFA (if any) they have received from any source within the Member State in the current financial year and two
previous financial years. We have enclosed a sample SAFA declaration at Appendix 2 which ONE is welcome
to adapt to its own purposes. In time, we will prepare a MFA declaration which we can also share with ONE.

To help achieve compliance with the flow through madel, ONE should ensure that the contractual arrangements
it has with each intermediary body contains an obligation to manage the MFA position through receipt of the
appropriate declarations.

C4 Funding for commercially exploitable infrastructure
in this section, we will address the following proposed interventions:
s Glenshee Ski Centre Diversification:;
* Gravitate Adventure Park and Mountain Bike Trail Centre;
s Huntly Development Trust Adventure Park; and
+ Transition Extreme Adventure Sports Hub in the city centre.

Our view is that the proposed funding in each market is a subsidy, because the award is made to an organisation
classed as an enterprise and will provide a seleclive economic advantage. The value of each award needs to
be calculated but is expected to exceed the MFA threshold and therefore will need to be justified against the
Principles set out in Section B.3 above. Given there are four separate subsidies, there neads to be four separate
assessments of the Principies. The points raised below are initial and indicate arguments. In order to comply
with the relevant rules, it will be necessary to tailor the arguments to the facts.

The biggest chalienge normally revalves around being certain that the subsidy is the minimum necessary as
per Principle 2, which normally in turn requires careful satisfaction of funding limited to a viability gap*' and

“0The application of the Principles is covered at Appendix 1.
*1 |f this methad is used then a separate viability gap forecast should be created for each market and inserted in the respective annex

14
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relevant due diligence of the need for that amount of subsidy accordingly, which also in turn implies having been
satisfied in advance that the costs and the desired specification are appropriate too.

C.4.1 Rendering each subsfdy lawful under the Subsidy Control Principles
We set out below the Principles and the required analysis at a general level.

1 Subsidies should pursue a specific public policy objective in order to_w(.g‘)wremedy an identified

market failure or {b) to address an equity rationale such as regional disadvantage, social
difficulties or distributional concerns

""We do not anticipate it will be hard to find suitable public policy imperatives for supporting the proposed

intervention, however it will need to be articulated and defined carefully, particularly since the proportionality of
the public support addressed below depends on this.

The overall purpose is to support, diverse and broaden the economy in the North East of Scotland and move
the region away from a reliance on the oil and gas industry by supporting adventure tourism as a fast-growing
sub-sector. The funding will go towards four specific interventions each of which will support, broaden and
diversify the economy in Aberdeenshire and the surrounding areas.

The specific public policy objective is therefore to support, diverse and broaden the ecanomy by enhancing
opportunities to support adventure tourism in the region, thereby supporting greater uptake of visitors to the
area and business diversification. The rationale for this intervention is because ONE and its partner
organisations have identified that North East Scotland has capacity to deliver more cycling, mountain biking,
snow sports, walking/climbing and water sports opportunities. Therefore the Intention is to support schemes
that will encourage people to visit the region and thereby improve the attractiveness and economic outlook for
the region.

We also note that the project aligns closely with a number of regional and national policy priarities including in
particular:

(a) the Just Transition Fund:

s supporting and accelerating "the transition of the region and support the rofe of Aberdeen and
the wider north east as one of Scotland’s centres of exceflence for the transition to a net zero
economy™

« supporting "affected regions by empowering and invigorating communities and strengthening
focal econamies”;

o suppotting "a strong, dynamic and productive economy which creates wealth and high qualily
employment across Scotland, upholds the UN Guiding Principles on Business and Human
Rights, and continues to make Scotland a great place to do business",

s identifying "key risks from climate change and set out actions fo build resilience fo these risks,
ensuring our economy is flexible, adaptable and responsive to the changing climate”,
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¢ contributing "fo resource efficient and sustainable economic approaches that aclively encourage
decarbonisation, support low-carbon investment and infrastructure, and avoid carbon ‘lock-in™,
and

« creating "a wellbeing economy; a society that is thriving across economic, social and
envirommental dimensions, and that delivers prosperity for all Scotland's people and places”,
and

{b) Scotland’s National Strategy for Ecanomic Transformation:

-.» ..making-“Scotland’s -businesses, . industries,--regions. communities -and public. services -more -

productive and innovative”; and

« ensuring "people have the skills they need at every stage of life to have rewarding careers and
meet the demands of an ever-changing economy and sociely and that employers invest in the
skilled employees they need to grow their businesses”,

We do not anticipate it will be hard to substantiate the need for each interventions, but recommend that detailed
records are kept, in particular focussing on why these targeted works will attract more visitor to the region and
thereby help the wider objective of supporting, diversifying and broadening the economy in the North East of
Scotland. ONE should consider providing a detailed case as to why it and its partner organisations cannot
provide these activities itself with reference to any data that shows how this will assist the abjective of the project.

2. Subsidies should be proportionate to their specific public policy objective and limited to what
is necessary to achieve it

The focus of this assessment is to determine that the subsidies are not excessive, in particular why they are set
at the particular value rather than a higher or lower figure.

In our view, this will be best demonstrated by reference to a viability gap assessment. In particular, this will
demonstrate by reference to the cost and expected cost savings over the economic lifetime of the works (ie.
from practical completion of the works) that, without subsidy, there is insufficient commerclal rationale to proceed
with the proposals. It will alse determine the value of the gaps which need to be met through the subsidy.

We understand that ONE has been engaged in lengthy negotiations with Scottish Enterprise, Aberdeenshire
Council and SportScotland to determine an appropriate and proportionate level of intervention that will close the
viability gaps sufficiently to enable the delivery of each project. Records of such negotiations are helpful
background, but fundamentally an assessment of the viability of the proposal which reaches the conclusion that
the subsidy is limited to the value of the gap is the strongest basis to demonstrate that an award is limited to
what Is necessary. This is because they will demonstrate that the award of financial assistance merely serves
to close the viability gap.

In this case, we anticipate that the viability gaps will be relatively large. This is because the funding is unlikely
to immediately result in increased revenue and therefore the revenue returns may well never match the cost of
the investment. However, ONE should collect the data which substantiates the presence of the viability gaps
as this will be central to making the case that the award is limited to what is necessary, Ultimately a precise
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figure for each intervention needs to be arrived at, having considered the relevant evidence and data. 1o be
compliant with this Principle the figure will need to be justifiable.

3. Subsidies should be proportionate to their specific public policy objective and limited to what
is necessary to achieve it

We do not anticipate that ONE will have difficulty showing that the funding is conductive to achsevmg the

~“objective and that the sameoutcomes will not -be-achieved in the absenceof Statesupport; T T T

The viability gap assessments, if they can be produced, will be at the heart of the additionality case (je. the

--proposed -measures -have -a-behaviour- changing--effect because-unless. the - viability-gap -is- addressed, the. ...

intended recipients will not be able to proceed in the same way).

The absence of the funding would arguably prevent the delivery of the works and, in turn, the wider objective of
improving the economy in the region. This is on the basis that, even with State intervention, the applicants will
take on some element of risk particuiarly given the current circumstances surrounding the current energy crisis
and risk of increased running costs of the sports facilities/centres due to increases in capital (such as the costs
of materials, personnel and the works). This suggests Principle 3 would be met but we recommend evidence
is collected by ONE and its partner organisations to substantiate these points.

4. Subslidies should not normally compensate for the costs the beneficiary would have funded in
the absence of any subsidy

We interpret this rule to discourage subsidies being awarded to projects that have already started or are
committed, but we note the parallel rule in State aid (which is persuasive only) acts to block projects that have
not started as at the time an aid application has been submitted.

in the present case, we understand that as at the time of the proposed funding intervention, delivery of the works
has not yet started and will not at all if the applicants do not secure the subsidy, Moreover, we understand that
only early stage planning of the works have commenced which can reascnably be regarded as merely
preparatory and not involving a full legal commitment to their implementation. This reasonably demonstrates
the need for the public funding. That said, the viability gap assessments would strengthen such a case.

5. Subsidies should be an appropriate policy instrument for achieving their specific public policy
objactive and that objective cannot be achieved through other, less distortive, means

This Principle requires ONE and its partner organisations to record their assessment and ensure that the
distortion created by each option is taken into account.

The delivery of each intervention aims to support, broaden and diversify the economy in North East Scotland
by enhancing and delivering adventure tourism opportunities in the area and thereby improve the atfractiveness
of the area as a place visit. The subsidy is awarded to specifically deliver the interventions and, in reaching the
decision to apply the public funding, ONE has considered high level alternative options for the delivery of the
improvements, This includes, in particular:

+ a "Do nothing"” option which achieves a score of 165;

e a "Direct investment into projects and activities" option which achieves a score of 240; and
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s an option where "ONE leads the drawdown and contracts with partners” (the preferred option) which
achieves the highest score of 400,

It foliows that there is a basic argument that grant funding is required to allow the proposals to proceed as
alternative options will not achieve the public policy objective. However to satisfy this Principle, more must be
done. Specifically ONE and its partner organisations should collect and retain information to build up this case,

showing what alternatives have been properly considered, in order to show that it has reasonably concluded
the award of the grant to be a suitable means of meeting the policy objective.
6. Subsidies should be designed to achieve their specific policy objective while minimising any
negative effects on competition or investment within the United Kingdom
This Principle has been introduced to deal with concerns as to dislocation effects between different parts of the
UK and particularly as between different devolved nations. However, it can apply on a more localised level too

hence we would not recommend reliance on anything merely concluding no negative effect on England,
Scotland, Wales and Northern Ireland.

We believe that satisfaction of this Principle will require some form of study of any potential negative effects on
competition or investment, to conclude (hopefully) that they are minimal to begin with, but also having
understood what any potential negative effects would be to afford an opportunity to show that steps have been
taken to minimise them. This involves considering basic features of competition economics for the affected
sector(s), for example whether creating new demand will likely lead to incremental new investment or mere
dislocation from existing suppliers (eg. other bars/restaurants in the area). In practical terms that means
identifying organisations which might be impacted in the market and showing steps have been taken to minimise
the impact.

It is likely that significant work will already have been done on this and/or that this will be in train anyway through
standard assessments for Green Book principles etc. The effect on competition or investment of a measure will
involve assessing what is to be delivered with public support and considering what are the markets for these
elements already and how much of a distortion will be created by the intervention.

Overall, for this Principle to be reliably satisfied we would recommend there be some form of due diligence to
show that concerns about the impact of the measure resulted in changes fo the design of the project and limiting
the amount of subsidy accordingly, eg. showing that the subsidy was limited to delivering something in which
there was a gap in the market.

Ultimately, the most significant of steps taken to minimise distortion of competition will be to show that the
subsidy has been limited as per Principle 2 to the absolute minimum necessaty, but we would not recommend
reliance on this alone as otherwise there would arguably be no need for this new Principle at all.

7. Subsidies’ beneficial effects (in terms of achieving their public policy objective) should outweigh
any negative effects, including in particular negative effects on (a) competition or investment
within the United Kingdom; (b) international trade or investment

We believe this Principle overlaps significantly with the previous (new) one and is sometimes compared fo the
so-called balancing test referred to in EU guidelines and which the European Commission has historically
operated when exercising discretion to approve proposed State aid notified to it.
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The effect is to require awarding authorities to be satisfied that there is an overall net positive effect to be drawn
from each subsidy provided and the objective it pursues, as against any negatives as may arise from it. To
arrive at this concluslon safely, we would recommend some form of study be commissioned to the extent the
issues are not covered atready {NB. clearly the negatives cannot safely be found to have been outweighed if
they have not first been examined). Such a study would of course overlap with what is recommended at
Principle 6 above.

We think the main difference between new Principle 6 and this Principle Is that this Principle is a balancing test
— effectively to ask what is the more impaortant thing to achieve? Whereas Principle 6 is about showing that
-~ consideration-has-been given to minimise negative effects, TSI e e

We would not expect this to be a problem in the present case in that ONE and its partner organisations will need
to be shown to be closing a gap. When a State support is limited to this sort of intervention then we anticipate
that any distortive effects are relatively clearly insufficient to outweigh the positive effects on investment that it
will bring.

Ultimately, this Principle is about showing that a sensible judgment has been applied based on a reasonable
gathering of evidence, hut in applying a judgment an the evidence (NB. ultimately the question invites a yes/no
answer), the parties will have a high degree of discretion and room for manceuvre. Any court is unlikely to wish
to want to substitute its discretion for that of the public funder at the relevant time. What is important therefore
is to be able to show a due process was followed (ie. evidence gathered) and an informed decision taken.

The negatives appear likely to be minar in this instance but this needs to have been expressly considered in
order to enable a balanced conclusion to be drawn for the benefits of delivering the specific public policy
objective in Principle 1. From what we have been informed we have no reason to anticipate any of the above
to be insurmountable.

One final point of note as regards the Principles table is that we recommend an additional check that the
beneficiary is not deemed "aifing or insolvent” as at the time of grant. This is because subsidies to ailing or
insolvent enterprises should be subject to special conditions and deemed for "rescue and restruciuring”. This
bears some similarities with the previous test in GBER not to aid "undertakings in difficulty”. However, we note
that the concept of ailing and insolvent enterprises is lot looser, this being defined at Section 24 as applying
when:

{i) an organisation would almost certainly go out of business in the short to medium term without
subsidies;

{il) is Unable to pay their debts as they fall due; and

{iii} the value of the assets is less than the amount of the organisation's liabilities taking into account

contingent and prospective liabilities.

C.5 Avoiding subsidy to third party suppiiers and contractors

An indirect subsidy may arise to suppliers of goods, works and services where the remuneration being paid
{using State funding) clearly exceeds a reasonable range of what may be considered market rate. This can be
avoided by using open competitive selection methods or some other reasonable means such as independent
benchmarking to verify no over-compensation to suppliers.
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We understand this applies to:
¢ the targeted marketing programmes and promotional campaigns
« the attracting business investment scheme;

¢ marketing intelligence and consumer insights;

——e-~National-and-International-Events;-and - - S

« product development and routes to markets.

To address these activities ONE will ensure thatthe suppliers are chosen through a procurement-process.” If -

not, we recommend making a benchmarking exercise a condition of funding.

C.6 Important new procedure emerging from the Act and notifications to the CMA

The Act creates additional classes of subsidy namely Subsidies of Interest ("Sol") and Subsidies of Particular
Interest ("SoPI"). These are not defined in the legislation and a public consultation*? was recently concluded on
the drafting of a Regulation to this effect.

The point of being within whatever may be, the final classifications is to, respectively: (i) enable a proposed
subsidy to be capable of being notified to the CMA in advance of award for a non-binding review, should the
parties desire; or (i} oblige a proposed subsidy to be notified fo the CMA in advance of award for a non-binding
review, with failure to do so rendering the subsidy prohibited.

As things stand, the public consultation anticipates that a SoP will only occur for subsidy awards in excess of
£10m, assuming the award is not within an identified sensitive sector. None of the proposed awards are in
sensitive sectors and nor are they individually above £10m. Clearly, the threshold applies to the level of subsidy
provided to a particular project, not necessarily the level of total public funding. Accordingly, we have not
considered this notification requirement further in these circumstances.

For completeness, we note that the Act contains certain prohibitions on subsidies such as those that are made
contingent on the use of domestic aver imported goods, or those based purely on export performance. At this
juncture, there is no reason to expect any such prohibited clauses or restrictions, nor for any of the other special
conditions on subsidies from the Act to be engaged {eg. subsidy for air carriers for the operation of routes;
hanks, credit institutions and insurance companies; and unlimited state guarantees). We also note that the
energy and environmental principles at schadule 2 of the Act are not applicable in this instance. These apply
in respect of subsidies for electricity generation adeguacy, renewable energy and cogeneration. Given that the
interventions do not involve a subsidy in connection with the the energy market or the environment, these
provisions are not engaged here and are therefore mentioned for completeness only.

D. Subsidy risk and transparency issues

Ignoring the international dimension, the new challenge redime exists on two levels:

“hitps: Hfassets. publishing.service. gov.ik/qovernment/uploads/system/uploads/attachment _dataffile/1063358/ssopi-and-ss0i-
constllation ndf
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s for acknowledged subsidies granted under the Principles there are mandatory publication requirements
post-award, but short windows for chaflenge thereafter by specific (subsidy) judicial review, as explained
below; and

» for non-subsidy awards there are no such mandatory publication requirements but of course if there is
doubt as to the classification of an award as subsidy or not then the failsafe approach is to award as

sttbsidy and publish. In the absence of this there is always a general judicial review risk against any

decision of a public authority, the time limit for challenging which again flows from the placing of the

matter in the public domain, hence even in a no SUbSIdy situation it is recommended to place the fact
-~ of the intervention in-the public domain: ‘ oo s mm :

L.ooking at this in more detail, subsidy risk arises first at the level of the funder(s), in this case Scoltish Enterprise,
Aberdeenshire Council and SportScotland and Scollish Government {and thereafter ONE) which could
ultimately be respansible in defending a UK national court*®® judicial review action.

The primary risk however is always to the recipients which would be asked to refund the support if found to have
been given unlawfully, This is so even though the lawfulness of the decision to award ultimately rests with the
pubtic funder. As with EU State aid, this cannot be contracted out of, le. it is not possible for the public funders
to indemnify against the chances of an adverse subsidy ruling without thereby creating another subsidy.

Normally, subsidy awards for the purposes of supporting, broadening and diversifying an economy should not
be controversial, particularly if a viability gap covering any subsidies is shown, and the need for the interventions
is well-established. Our instinctive view is that none of the elements of the projects seem likely to prove
particularly controversial in the absence of known would-be challengers already.

However, given the competitive markets that could be affected, we cannot rule out the possibility of disaffected
interested parties being willing to challenge (NB. the risk is normally minimised if there is a lot of advance
publicity to flush out would-be challengers at an early stage).

in the present case, the projects involve probable subsidies on four interventions so if this is confirmed these
would each need to be the subject of a minimal transparency publication within six months of award (to be
reduced to three in due course by the Act). Only once the publication has been made and the challenge periods
passed may it be safely concluded as beyond challenge.

Sections 32 to 34 of the Act impase basic transparency obligations on public authorities awarding a subsidy
with a value of £100,000 or more, namely that within three months of an award they publish on an official
website** the following minimum information:

» legal basis and policy objective or purpose of the subsidy;

« name of the recipient of the subsidy when available;

3 The Subsidy Control Act secures that future subsidy challenges will be heard at the Competition Appeais Tribunal (rather than the standard
High Court).

4 The national database for this has now been lauriched at hitps://isearchforuksubsidies beis. qov.ukf and log in cedes can be obtained from
subsidycontroli@bels.gov.uk. It is not yet mandatory to publish within this forum rather than (for example) on the funders' official websites,
but it would certainly be considered best practice at this time to use the national database and the Subsidy Control Act envisages that this
witl be mandated in due course.
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+ the date of the decision to grant the subsidy, the duration of the subsidy and any other time limits or
conditions attached to the subsidy; and

s the amount of the subsidy or the amount budgeted for the subsidy.

if awarding acknowledged subsidies under the Principles the “botfom line” is that to be safe in the award it is
vital for the awarding authority to be able to demonstrate it has reasonably concluded satisfaction with all the

~Principles—and to-keep records for how they have been-deemed to-have been-reasonably-satisfied:~This'is——

because:

oo thig farms.the- substance of the primary. defence against an action for judicial review by an interested. -
party (ed. a competitor or anyone else claiming to be affected by the projects);

+ itis a new and further requirement of the Act that evidence of compliance with the Principles is produced
to interested parties requesting it within 28 days of request following publication (see above); and

« the proforma will assist in answering any further questions as may atise either from central government
or any other source.

For grant awards which are provided as MFA In excess of £100,000, the awarding public authority must give to
each enterprise a "minimal financial assistance notification” which:

» explains that the authority is proposing to give to the enterprise a subsidy by way of minimal financial
assistance,

+ specifies the gross value amount of the assistance, and
« requests written confirmation from the enterprise that the total grant wilf not exceed £315,000.

Only once the public authority has received the written confirmation confirming that the subsidy is given as MFA,
the date on which it is to be given and the gross value of the assistance may it provide the financial assistance,

importantly, each enterprise must keep a written record detailing that it has received a subsidy by way of MFA,
the date on which it was given and the gross value amount of the assistance for three years beginning from the
date it was first provided.

Itis the two type of publications above which set off the time fimits for challenge under judicial review, which are
one month from publication, or if details for how an authority satisfied the Principles are requested within that
first month, then within a further one month of receipt of those details from the authority (noting that an authority
has 28 days within which to answer such requests). It follows from the above that the sooner the publication is
made, the sooner lime slarts to run and the potential risk period for a challenge will pass.

To conclude, there is always a risk of challenge under any analysis, and the way to protect against this is to
ensure the basis for any award under the Principles has been soundly thought through to begin with (with due
attention to evidence trail) and then for the fact of the award to be made public. This way, time can be shown
to have started to run and (hopefully) a fine can be drawn under the risk within a maximum of three months
thereafter, assuming no challenge is forthcoming.

We hope the above is useful but please let us know if you would like further explanation as to how Subsidy
Control enforcement can manifest itself,

22

82547158-1




Concluding remarks

Having reviewed the various proposals, we believe that all the projects are capable of being designed to comply
with the current Subsidy Control rules. As set above, there are detailed technical and administrative steps that
will need to he followed in order to do so.

In many cases the proposed projects contain some elements which are no subsidy and elements which are

~-~subsidy.There will need to-aclear-audit trail- which identifies the costs in each category—Our-advice is based

on our understanding of the facts, so should be updated as the projects are refined and developed.

-.-For-avoidance .of doubt this.opinion is for the benefit of Opportunity North East. Ltd only. It may not be refied-— .o

upon by any other third party without the express consent of Opportunity North East Lid and DWF Law LLP.

Yours sincerely,

e A

Alexander Rose
Director
DWF Law LLP

ce Jonathan Branton, Partner, DWF Law LLP
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Appendix 1

Projects Matrix

82547158-1

24

Lopublie |

Activity/Scheme Description Grant Total Grant | Summary Subsidy
Recipient Funding Control posifions as per
| () ————|~Initial —analysis—and | -
detailed reasoning in this
advice
_Aberdeenshire | Increasing the quality and sustainability of the | Aberdeenshire | £0.15m. General |
Trails Association | region's mountain bike trall network by | Trails infrastructure and public
Bike Trails deplaying proactive maintenance measures - | Assoclation realm, No subsidy -
working  with  landowners fo  maintain provided it can be shown
Aberdeenshire's existing network of natural that no overcompensation
trails, of delivery casts cccurs.
It is assumed that:
(a) users of the new trails will not be
charged a fee and therefore the
scheme [ aclivity will not be
commarcially operated;
(b) the land on which the trails will be
delivered upon is owned by
Aberdeenshire Trials Association {an
unincorporated charitable
arganisation}; and
{c) the trails, once delivered, will be free
and openly accessible to the general
public.
Glenshee Ski | Refurbishment of infrastructure and snow | Glenshes Ski | £3.5m Subsidy present as these
Centre making equipment alongside the enhancement { Cenire measures involve financiat
Diversification of the eentre's summer offering by diversifying assistance to enterprises
the activities offered (principally in mountain where the value of subsidy
hiking and adrenaline experiences including is greater than £315,000.
zipline safari and tubing sfides). As such, to be lawfully
It is assumed that: awarded this will need to
(a) users accessing the facilities will be be ijEiﬂed agaipst‘ the
charged a fee and therefore the Subsidy Control Principles.
scheme wik be commercially
aperated; and
(b} the land to be developed is owned by
Gienshee Ski Centre (a private
limited company).
Gravilate Detivery of an adventure park facility in Dutris | Gravitate £1m Suhsidy present as these
Adventure  Park | featuring 30km of maintained mountain biking | North East measures involve financial
and Mountain Bike | trails alongside treetop adventures, ziplines assistance to enterprises
Trail Centre and potentially snowsports, supported by a where tha value of subsidy
high-quality café. is greater than £315,000,
It is assumed thatl: As such, to be lawfully
. awarded this wifl need to
(a) users accessing the facilities will be be justified against the
charged a fee and therefare Ithe Subsidy Control Principles.
scheme will be commercially
operated; and
(b} the land to be developed is owned by
Gravitate North East {a charitable
incorporated organisation).
Humnily Creating a new venue from which to deliver a | Huntly £4.5m Subsidy present as these
Development Trust | wide range of activities of community benefit, | Development measuras involve financial
Adventure Park Trust assistance to enterprises




It is assumed that:

including employment, health and wellbeing,
recreation, and education including:

(a) inclusion of watersports as a new
activity to the estate;

{(b) cycle pump track and adventure
centre;

{c} mountain biking trails; and

{d) renewable energy and increased
__sustainability measures.

{a) users accessing the facilities will be
charged a fee and therefore the

- scheme - --wilk
operated; and

{h) the land on which the trails will be
delivered upon is owned hy Huntly
Development Trust (a private limited
company and registered charity).

LITRITR

is greater than £315,000,
As such, to be lawfully
awarded this wilt need to
he justified against the
Subsidy Control Principles.

o Pl e ey

-be-- commercially -{ - - -

The North East | Delivery of a unique circular, sustainable trail | Aberdeenshire | £3.5m Genaral pubtic
Highland Way offering a variety of routes and improving the | Council infrastructure and ptbiic
walking and cycling trail mix in the region to realm. No subsidy -
grow this already established market. This will provided it can be shown
be complemented by mapping, promotion, that no overcompensation
signage and gateway improvements. of delivery costs oceurs,
It is assurned that:
{a) users of the new routes will not be
charged a fee and therefore the
scheme / activity will not be
commercially operated,
(b} the land on which the trails will be
delivered upon is owned by
Aberdeenshire Coungil; and
(c) the trails, ance delivered, will be free
and openly accessible to the general
public.
Tarand Trails 2 | Tarland Trails 2 wilt provide a larger network of | Tarland Tralls | £1m General public
Mountain Bike Trail | local trails and construct a new mountain bike infrastructure and public
Centre frail centre featuring a network of trails which reaim, No subsidy -
complement existing trails in the village and in provided it can be shown
turn establish a sustainable community of new that no overcompensation
and repeat visitors to the area. of delivery costs occurs,
It is assumed that:
(a) users of the new tralls will not be
charged a fee and therefore the
scheme [ activity will not be
commercially operated;
{b) the land on which the trails wili be
delivered upon is owned by Tarland
Trails (an incorporated charity}; and
{c) the trails, once delivered, will be free
and openly accessible to the general
public.
Transition Extreme | Creation of a new Pump Track facility, | Transition £3m Subsidy present as these
Adventure Sports | upgrading of the current high rope activity | Extreme measures involve financiak
Hub in the city { course, an outdoor sealing area, centrally | Sporis Limited assistance to enterprises
centre - located hut, picnic area, and blke hire facilities. whare the value of subsidy

Itis assumed that:

{a) users accessing the facilities will be
charged a fee and therefore the

is greater than £315,000.
As such, to be [awfully
awarded this will need to
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scheme will be
operated; and

{b) the land on which the facilities will be

commercially

defivered upon is owned by
Transiticn Extreme Sporis Limited (a
private  limited company and

ragistered charity).

I N

Suhsidy Control Principles.

[T )

It is noted that an initial
award within SAFA [ MFA
threshold could be made
separately io any future
award.

communities to deliver adventure tourism
activities.

It is assumed that:

(a) ONE [/ third sector SMEs are
intermediary bodies (ie. the funding
will fliow through them and into the
end benefictaries);

{») the real intended bensficiaries of the
services which have been grant
funded are individuals and therefore
non-enterprises;

{c) the activities to be grant funded will
be provided as a gratuity or at a
discounted rate to the market rate;
and

Targeted |.ONE contracts_ with_ VisitAberdeenshire to | VisitAberdeen | £0.3m No subsidy will arise fo |
marketing deliver  Adventure  Tourism  marketing | shire suppliers selected through
programmes and | programmes. competitive  procurement
promotional [t is assumed that: as their remuneration is
i - considerad 1o he at market
_Cafl_ﬁ)ag_ﬂ?___ PR P (a) Visimberdeenshire WE" deh'Ver lhe e i e i e s rétéj e = e A
services and will be remunerated at
market rate; and
(b) VisitAberdeenshire will be selected
to provide these services following a
competitive procurement process.
Attracting business | ONE contracts with Scottish Cycling to enable | ONE { | £0.075m No subsidy will arise to
investment NEAT project manager to deliver activity to | VisitAberdeen suppliers selected through
secure  events, ONE confracls with | shire competitive  procurement
VisitAberdeenshire to support in the delivery. as their remuneration is
Services are provided at market rate. considered to be at market
It is assumed that: rate.
(a) ONE / VisitAberdeenshire will defiver
the services and will be remunerated
at market rate; and
{(h) ONE / VisitAberdeenshite will be
selected to provide these services
foliowing a competitive procurement
process / bench-marking exercise,
National and | ONE contracts with Scottish Cycling to enable | ONE ! | £0.5m No subsidy will arise to
tnternational NEAT project manager to deliver activity to | VisitAberdeen suppliers selected through
Events secure  evenis. ONE  contracts  with | shire competitive  procurement
VisitAberdeenshire to support in the delivery. as their remuneration is
It is assumed that: considered to be at market
rate.
(a} ONE / VisitAherdeenshire will defiver
the services and will be remunerated
at market rate; and
(b) ONE [ VisitAberdeenshire will be
selected to provide these services
following a competitive procurement
process / bench-marking exercise,
Community-ted ONE contracts with Scoltish Cydling 1o enable | ONE ! third | £0.05m Flow through principle
activilies NEAT project manager to work directly with | sector SMEs means no subsidy to

intermediary bodies.

No subsidy where financial
support s to  non-
anterprises,

MFA used where subsidy is
present to end
beneficlaries {because
thay are enterprises).
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(dy the intermediary bodies  will
administer the services on a not for
profit basis.

Support  transition
to low carbon

Scottish Cycling contracis with specialist.
it is assumed that:

(a) third parly training providers are the
intermediary bodias (ie, the funding
will flow through them and into the
end beneflciarles), ...

Third
training
providers

patty

£0.056m

(b} the real intended beneficiaries of the
services which have been grant
funded are SMEs based in North

... EastScottand, .. _._.. ... ... .

(c) the activities to be grant fundad will
be provided as a gratuity or at a
discounted rate to the market rate;
and

(dY the intermediary bodies  will
administer the services on a not for
profit basis.

Flow through principle
means ho subsidy to
intermedtary hodies.

End beneficiaries receiving

_small amounts of subsidy | _

to entarprises may use the
MFA provision.

Product
development and
routes to markets

Scotlish Cycling contracts with  specialist
industry trade bodies.

It is assumed that:

(a) the specialist industry trade bodies
will deliver the services and will be
remunerated at market rate; and

(b} the specialist industry trade bodies
will be selected to provide ihese
services following a competitive
procurement process.

Specialist
industry trade
bodies

£0.05m

Mo subsidy will arse to
suppliers sefescted through
competitive  procurement
as their remuneration is
considered to be at market
rate.

Support for small
businesses

Scottish Cycling contracts with specialist trade
bodies, local enterprisa groups & private sector
consultancies.

It is assumed that:

{a) specialist trade bodies, local
anterprise groups and private sector
consultancies are the intermediary
bodies (ie. the funding will flow
through them and into the end
heneficiaries);

(b} the real intendad beneficiaries of the
setvicos which have been grant
funded are SMEs based in North
Last Scotfand;

(c) the activities to be grant funded wili
be provided as a gratuity or at a
discounted rate to the market rate;
and

{d) the intermediary bodies  will
administer the services on a not for
profit basis.

Spedcialist
trade bodies,
focal
anterprise
groups &
private sector
consuitancies

£0.10m

Flow through principle
means no subsidy fo
intermadiary bodies.

End beneficiaries receiving
small amounts of subsidy
fo enterprises may use the
MFA provision.

Mentoring
Programmes

Scattish Cycling will contract with Industry
specialists.
it is assumed that:

(a) third pary industry specialists are
the intermediary bodies (e. the
funding will fiow through them and
into the end beneficiarias);

{b} the real intended beneficiaries of the
services which have been grant

Third
industry
specialists

parly

£0.05m

Flow through principle
means no subsidy fo
intermadiary bodies.

No subsidy where financiat
support s fto  non-
anterprises,
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funded are Individuals and therefore el i e ARy T
non-enterprises; present to end
{¢) the activities to be grant funded will beneficiaries  (because
be provided as a gratuity or at a they are enterprises).
discounted rate to the market rate;
and
{(d) the intermediary bodies  will
administer the services on a not for
profit basis,
Marketing Scattish  Cycling  will  contract with | VisitAberdeen | £0.05m No subsidy will arisa to
intefligence  and | VisitAberdeenshire to deliver activity. shire suppliers selected through
consumer insights | |t is assumed that: campelitive  procurement
. . " . as their remuneration is
| R VI -V|s1tAberdeensh|re--WIII--deltver the - considersd 16 b6 at farkst
services and will be remunerated at rate.
market rate; and
(b) VisitAberdeenshire will be selected
to provide these services following a
competitive procurement pracess.
Increased  digital | Scottish Cycling will contract with training | Third party | £0.01m Flow through principle
skills providers. training means no subsidy o
It is assumed that: providers intermediary bodies.
(a) third party training providers are the
intermediary bodies (ie. the funding No subsidy where financial
will flow through theim and into the suppart is to  non-
end beneficiaries); enterprises.
(b) the real intended heneficiaries of the
sorvices which have been grant MEA used where subsidy is
funded are individuals and therefore present o end
non-enterprises; beneficiaries  (because
(c} the activities to be grant funded will they are enterprises).
be provided as a gratuity or at a
discounted rate to the market rate;
and
(d) the intermediary bodies  will
administer the services on a not for
profit hasis.
Skills pathway | Scottish Cycling will contract with {raining | Third party | £0.25m Flow through principle
programmes providers, training means no subsidy to
It is assumed that: providers intermediary bodies.
(a) third party training providers are the
intermediary bodies (ie. the funding No subsidy where financial
will flow through them and into the support is  to  non-
end beneficiaries}), enterprises.
(b) the real intended benefictaries of the
services which have been grant MFA used where subsldy is
funded are individuals and therefore present o end
non-enlerprises, bensficiaries  (because
(¢} the activities to be grant funded will they are enterprises).
be provided as a gratuity or at a
discounted rate to the market rate;
and the intermediary bodies wiil
administer the services on a not for
profit basis.
Leadership skills | Scottish Cycling will contract with ftraining | Third party | £6.05m Flow lhrough principle
development providers. training means no subsidy to
it is assumed that: praviders intermediary bodies.
(a) third party training providers are the
intermadiary bodies (ie. the funding End beneficiaries receiving
small amounts of subsidy

842547158-1
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will flow through them and into the
end beneficiaries);

{b} the real intended beneficiaries of the
services which have been grant
funded are SMEs based in North
East Scotland;

{c) the activilies to be grant funded will
be provided as a gratuity or al a

discounted rate to the market rate;

B LY

MFA provisian.

intermediary body (ie. the funding
will flow through them and into the
end beneficiaries);

(b) the real intended beneficiaries of the
services which have been grant
funded are SMEs based in North
East Scotland;

(c) the activities to be grant funded will
be provided as a gratuity or at a

...... e ._._and
(dy the intermediary bodies  will
administer the servicas on a not for
profit basis.
| Collaborative | MEAT project manager delivers activity. | Scottish £0.075m | Flow through principle |
Working ft is assumed that: Cycling means no subsidy to
' intermediary badies.
(a) Scoftish Cycling {a public bady} Is an memediary bocles
intermediary body {ie. the funding
wilt flow through them and info the End beneficiaries receiving
end beneficiaries); small amounts of subsidy
{b) the real intended baneficiaries of the to enterprises may use the
services which have been grant MFA provision.
funded are SMEs based in North
East Scotland;
{¢) the activities to be grant funded will
he provided as a grafuity or at a
discounted rate to the market rate;
and
(dy the intermediary bodies  will
administer the services on a not for
profit basis.
Working with the | NEAT project manager delivers activity. Scotlish £0.05m Flow through principle
haospitality sector it s assumed that: Cycling means no subsidy fo
intermediary bodies.
(a) Scottish Cycling {a public body) is an e v
intermediary body {ie. the funding
will flow through them and into the End beneficiaries receiving
end beneficiaries), small amounts of subsidy
{b) the real intended beneficiaries of the lo enterprises may use the
services which have been grant MFA provision.
funded are SMEs based in North
East Scotland;
(c) the activities to be grant funded will
be provided as a gratuity or al a
discounted rate to the market rate;
and
(d) the intermediary bodies  wil
administer the services on a not for
profit hasis.
Collaboration with | NEAT project manager delivers activity. Scottish £0.025m Flow through principle
national and | 1t is assumed that: Cycling means no subsidy to
international . i . . intermediary bodies.
providers {a) Scettish Cycling (a public body) is an

End beneficiaries receiving
small amounts of subsidy
to enterprises may use the
MFA provision.
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discounted rate to the market rate;

and
(&) the intermediary bodies  wilk
administer the services on a not for
profit basis.
Engage local | Scottish Cycling contracts with specialist | Third party | £0.025m Flow through principle
supply chain and | consultancies. specialist means no subsidy to
product innovalion | it is assumed that: consuftancies intermediary bodies.
(a)—third—party--specialist-consultancies -| - .
are the intermediary bodies {ie. the End beneficiaries recelving
funding will flow through them and small amounts of subsidy
into the end beneficiaries); to enterprises may use the
- (b} the real-iniended beneficiaries of the MFA provision. .| .
services which have been grant
funded are SMEs based in Notih
East Scotland;
{(c} the activities to be grant funded will
be provided as a gratuity or al a
discounted rate to the market rate,
and
(d) the intermediary bodies  will
administer the services on a not for
profit basis.
Connections  with | NEAT project manager delivers aclivity. Scottish £0.05m Flow {hrough principle
regional and | |1is assumed that: Cycling means no subsidy to
national  colleges . ) , , intermediary bedies.
and universities {a) Scottish Cycling (a public bady) is an
intermediary bady (ie. the funding
will flow through them and inio the End beneficiaries receiving
end heneficiarias); small amounts of subsidy
(b) the reat intended beneficiaries of the to enterprises may use the
services which have been grant MFA provision,
funded are SMEs based in North
East Scotland;
(¢} the activities to be grant funded will
be provided as a gratuity or at a
discounted rate to the market rate;
and
(d) the intermediary bodies  will
administer the services on a not for
profit basis.
Connection NEAT project manager delivers activity. Scottish £0.01m General public
transport It Is assumed that: Cycling infrastructure and public
. ] realm. No subsidy -
{a} the schelme ! actwlty. will not be provided it can be shown
commercially operated; that no overcompensation
(b} the land on which the services will be of delivery costs occurs.
delivered upon is owned by Scotfish
Cycling {(a public body}; and
{c} once delivered, the services will be
free and openly accessible to the
general public.
Suppart NEAT project manager delivers activity. Scottish £0.05m Flow through principle
communily interest | it s assumed that: Cycling means no subsidy to

groups

{a) Scotlish Cycling (a public hody) is an
intermediary bady (ie. the funding
will flow through them and into the
end beneficiaries),

(b} the real intended beneficiaries of the
services which have been grant

intermediary bodies.

No subsidy where financial
support  is  to  non-
enterprises.
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(©)

{d)

funded are individuals and therafore
non-enterprises,;

the activities to be grant funded will
be provided as a gratuity or at a
discounted rate to the market rate;
and

the intermediary bodies  will

administer the services on a not for
profit basis.

TR L VIVt PRIV ST

present o end
beneficiaries {because
they are enterprises},
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Appendix 2

SAFA Declaration

ELIGIBILITY TO RECEIVE AID UNDER THE 'SMALL AMOUNTS OF COMPATIBLE SUBSIDY*
PROVISION UNDER ARTICLE 3644 OF THE TRADE AND COOPERATION AGREEMENT
BETWEEN UK AND EU [OJ L 149/10 of 30 April 2021] (the "TCA")

You are being offered assistance valued at £{INSERT] under Article 364.4 TCA ("Small Amounts of
Financial Assistance").

The purpose of this form is to estabiish compliance with the Small Amounts of Financial Assistance
provision by identifying relevant subsidies which have been awarded to you already as the enterprise
applying for funding now and which may affect eligibility within the Small Amounts of Financial
Assistance threshold.

The Small Amounts of Financial Assistance provision allows an enterprise to receive a Subsidy*® of up
to a value of Special Drawing Rights ("SDR") 325,000 at the applicable SDR hasket exchange rate
over a rolling three-tax year period (including the current ane)*®. The conversion rate will need to be
assessed at the point of the award?’.

Please complete the following information as regards the subsidy to be awarded now:

Name of funding body

Date of new subsidy award

Name of enterprise receiving the
subsidy

Value of subsidy £ SDR

Small Amounts of Financial Assistance does not provide Subsidy Control cover for a Subsidy which is
prohibited under Article 365 or any other part of the TCA.

A fiscal year runs from 1 April to 31 March. Aid awarded under the cover of the EU State aid De Minimis
provisions Regulation 1407/2013 OJ L 187/1 should be listed and taken into account if awarded in the
relevant period.

The amount of Subsidy*® received by the recipient as an enterprise {including the group it is a member
of) over the last two fiscal years and the current fiscal year to date is:

4 As gefined at Section 2(1) Subsidy Control Act 2022 which Is already in force.

4 The current tax year is from April 2022 to April 2023, the previous two ax years being 2020/21 and 2021/22.
41 hipsiwww.imf org/externalinpifin/datalrms_five.aspx.

“ Includes previously received Small Amounts of Subsidy and De Minimis in this period.
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Funder* Date of Value Value

award
{£) SDR

Total ({including this
subsidy)

* Add or delete rows as necessary

| am an authorised signatory for the recipient enterprise and declare that the information
contained in this declaration are true and accurate.

A copy of this declaration should be maintained by the signatory for af least the next 3 fiscal
years.

Name: Signature:
Position: Date:
33
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