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1. Executive Summary

SeedPod is a £27 million investment in the food and drink industry that will build on the strengths and assets
of the region to create a centre of excellence for manufacturing and production in north east Scotland that
will deliver regional and national growth ambitions.

This industry led, transformational project will put the region's food and drink businesses at the forefront of
innovation, productivity and sustainability, increasing high-value exports and creating new jobs. It will play a
key role in green economic recovery, helping businesses and the sector deliver low-carbon production and
contribute to net-zero goals.

The SeedPod project was developed by Opportunity Narth East (ONE), in partnership with local businesses,

Aberdeen City Council, Aberdeenshire Council, the University of Aberdeen and Robert Gordon University,
SRUC and Scottish Enterprise. A core component of the project is the need for economic diversification in
the North East economy. Investment in the growth of the Food, Drink and Agriculture sector is a key element

- of the regional economic strategy to diversify the economy in the medium term. This strategy isevenmore ~~ 77~

important now as the region braces itself for a transition away from the traditional industries, adapts to
climate change and strives to meet net zero by 2045. Food and drink wiil play an important part in
diversifying the economy, creating sustainable high value jobs and ensuring the health and wellness of the
population through an innovative food supply chain.

SeedPod will include 30,000 sq ft physical centre providing incubator space, product development and
demonstration kitchens, demonstrator space and high value manufacturing pilot plant areas. SeedPod will
deliver support programmes based on strong consumer insights, to encourage the growth of a vibrant
sustainable sector, building on existing assets and relationships.

SeedPod will help established companies accelerate growth through innovation and technology adoption,
market and product development, global consumer focus and provide start-up production space and
development facilities for high-growth new businesses. The new SeedPod facility on SRUC’s campus at
Craibstone will be the go-to place to deliver north east Scotland’s ambition to grow the size and value of its
£2.2 billion food and drink sector by 5% per annum. It will stimulate and support a censumer-focussed,
customer-driven approach across all areas of the industry to inspire established businesses to innovate and
grow and to nurture the next generation of start-ups in the region.

All companies need to respond to the goal of Net Zero and the food system will need to adapt to climate
change to ensure the resilient supply of healthy and affordable food. Climate strategy is rapidly becoming the
core business strategy, and this presents opportunities to innovate, raise productivity reduce waste and
ultimately gain market competitiveness. SeedPod will lead on the route map to net zero for the north east
industry, showcasing new decarbonising technology, support companies achieve their sustainability targets,
and bring together the skills, knowledge and technical solutions to allow companies to realise these
opportunities.

SeedPod will create opportunities to pilot advanced manufacturing processes and technology, scale-up
production, inspire new product development and provide access to global market insights. It will offer
bespoke programmes and specialist facilities, including incubator commercial-grade manufacturing units;
development kitchens; full-service managed production and storage space; presentation areas; co-working
and collaboration space.

SeedPod will engage with colleges and schools to inspire the next generation as well as educate and involve
communities in our food supply chains and nutrition including hands on activities from herb gardens to new
product development and manufacturing pilot trials.

The Economic Impact Assessment undertaken by Scottish Enterprise estimates the potential impact of public
sector funding of £15.1 millicn in SeedPod could generate between £69 million and £108 million of net
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additional GVA over 30 years at the Scotland level and a net additional employment FTE impact of circa 90
staff.

SeedPod includes £10 million of capital funding provided jointly by the UK Government and Scottish
Government via the Aberdeen City Region Deal (ACRD). To deliver the desired outcomes, a further £6.1m
capital investment is required for the SeedPod build project. Opportunity North East has committed £1 million
of capital funding and £4.4 million of revenue funding towards the delivery of SeedPod’s objectives. SRUC is
a strategic delivery partner and is providing a serviced site at Craibstone for SeedPod.

This application is seeking capital grant funding from the Just Transition fund of £3.1m towards the capital
cost of building and fitting out SeedPad. £0.5m will be utilised 2022/23 and £2.6m in 2023/24.

SeedPod design is well underway, with RIBA Stage 4 design to be approved later this summer. A preferred

main cantractor has been identified following a public sector procurement process through Public Contracts
Scotland, with contract award anticipated in November / December 2022, pending receipt of final contract

..sum and confirmation of additional funding.._Construction is scheduled to_commence late 2022 and_thereis__ . .. ___.

therefore confidence that Just Transition funding can be spent in line with the profife set out in this Expression
of Interest.

Cost and Funding Tables

ture of Expenditu

Supporting Companies and industry

Construction Costs {Capital)

Hub property operating costs

Business Case Development

Just Transition 0 3,100 0 3,100

ACRD

ONE

Scottish Enterprise
Other Private Sector
Other Public Sector
| Project Fun

Just Transition Approval Sought 0 ! 3,100 0 3,100
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2. Introduction / Context

Food, Drink & Agriculture has been identified as one of the key areas for diversification in the North- East of
Scotland. The sector generates £2.28bn turnover and approaching £730m GVA generated with 22,000 people
employed in the industry in the region.

Ambition and Vision
The vision is to establish the go-to regional centre for the accelerated growth of businesses, inspiring ambition

and providing essential support for the food and drink industry. We will develop a marlket focussed industry
that is customer driven, which is agile in anticipating change and responsive to it and which harnesses research
to exploit market opportunities.

As all aspects of business today became increasingly digital, the hub will provide a focus on finding digital and
technology solutions to meet market demands, ensuring our local industry has the competencies and technical
--skills-to find and apply-selutions across the supply chain,-production, manufacturing and processing-capacity -
to address and lead developments in the sector.

In April 2021, the Food and Drink Federation (FDF) announced its ambition for the food and drink sector to
reach Net Zero emissions by 2040. To achieve this aim will require significant changes across the sector, to
decarbonise rapidly while continuing to feed the nation a varied, healthy diet. All companies need to respond
to the shift to Net Zero, and the food system will need to adapt to climate change to ensure the resilient
provision of healthy and affordable food. Climate strategy is becoming core business strategy, and this
presents opportunities - to cut costs, raise productivity, improve supply chain resilience, innovate new
products, attract investors and gain a market edge. SeedPod will support and inspire food and drink
manufacturers to embark on reducing emissions and realising these opportunities.

The sector can be resistant to adopt new technologies outside of its traditional supply chain and implement
changes in processes and production methods. It is also a very competitive sector with low margins and profits
squeezed by the big customers. This has resulted in short-term thinking and aversion to risk, which compounds
this reluctance to invest in new technology, skills and training. This is where the knowledge, experience and
capabilities of SeedPod can be most effectively deployed.

Post BREXT and Covid-19

Brexit has been weathered and adapted to by most notwithstanding the acute interruptions to cross-Channel
flows at the end of 2020 and the Brexit-related contraction in seafood trade with the EU ongoing.
Internationalisation and export market opportunities exist but smaller companies need support in adapting to
and maximising these opportunities.

The COVID-19 pandemic has served as a wake-up call to the reality and predictability of cascading risks.
Ultimately, both domestically and internationally, Scotland needs to be in the vanguard of supporting and
enabling international food systems that prevent short-term food insecurity and that promote long-term
nutrition, livelihood, and environmental security.
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Supply chain volatility and inflation

We are now in a period of unprecedented inflation putting many at risk of food insecurity and forcing many
manufacturers to rationalise, reformulate and renegotiate with suppliers and customers. Industrial input
prices rising have resulted in average consumer goods inflation of over 9% meaning there is even more need
for ensuring access to cost effective, nutritious safe food. Reformulation, cost reduction and growing local
supply chains will be key to the future innovations being led by companies working at SeedPod., Working along
with not for profit organisations such as CFINE and the local authorities will help SeedPod engage with the
local consumers and families.

Net Zero / Decarbonising the industry

_. All companies need to respond to the goal of Net Zero and the food system will need to adapt to_climate

change to ensure the resilient supply of healthy and affordable food. Climate strategy is rapidly becoming the
core business strategy, and this presents opportunities to innovate, raise productivity reduce waste and

—..—ultimately gain market competitiveness. SeedPod will bring together the skilis, knowledge and technical

solutions to allow the companies to realise these opportunities.
Heaith & Wellness

Consumers are looking for a more holistic approach to a healthy diet and natural is the most sought-after
feature, SeedPod will have market insights specialists alongside business growth experts to help shape the
local industry in campeting in these markets.

Project description - SeedPod

There are four key elements to the SeedPod model: Foods of the Future, Food Industry 4.0, FoodX Accelerator
&Scale Up and Innovation infrastructure & Skills. These four elements are interdependent; and while not all
companies will use all elements, the success of the vision depends on the delivery of all aspects and are clearly
illustrated in the model project description below and also attached in Appendix 1.

SeedPod model 2022......

CAASRIURLY HEBTI EALT

Net Zero emisslons

Globa} Consumer Feresights
Market Inslghts

Health, Nutrition & Weltbeing
Food Security

Research InnovationTranstation
Product Development

Novel Foods

bigital & Data Transformation
Su_bply Chain Transparency '
Digital Commerce & Fulfilment
Productivity Im pro_ilem_ent '
High Value Manufacturing Pilot
‘Decarbanising Manu‘fa_c'tur.l_ng
NMIS Callabaration

Jncubater Start Up Space
.’NPD Kitchen 00
'.-Fodﬂ Teéﬁné!ogists R

: -_Packaéing Technalegists - °,
: T_e';hnolpg\,_r Demo filot Plant
Skifls Devélopment "%
Greendobs . .
JInspire The Next Generatian

Entrepreneurship
Accelerate Start Ups
Scale Up

Business Growth Programme .
Leadership Development
Investment & Funding

Internationalisation
Demo kitchen
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3. Demonstration of Eligibility

Food Hub (NES) Ltd is a not-for-profit company headquartered in Aberdeen City set up with the primary
objective to manage the development and delivery of a Food Hub for Innovation — SeedPod, being built on the
SRUC site at Craibstone in Aberdeen. ,.

Food Hub {NES) Ltd is supported by the Executive team of Opportunity North East (ONE). ONE has a proven
track record in working with public and private sector partners to deliver significant projects

£10m of Aberdeen City Region Deal funding has already been committed to the project. ONE has committed
£1m of capital funding towards the SeedPod build, and a further £3.6m towards revenue costs. $ector support
and activity is already underway, delivered by ONE and its public and private sector partners, however

ouicomes will only be fully realised Whén thésé activities are brought together and delivered throughthe™

SeedPod facility.

... The SeedPod design project is well underway, with RIBA Stage 4 design to be approved later this summer. A ... ... .

preferred main contractor has been identified following a public sector procurement process through Public
Contracts Scotland, with contract award imminent pending receipt of final contract sum and confirmation of
additional funding. Construction is scheduled to commence late 2022 and there is therefore confidence that
Just Transition funding can be spent in the year to March 2023.

Subsidy Control

The Scottish Government Unit has provided advice regarding the status of the project. This advice indicates
that the initial public funding awarded to Food Hub {NES) for the £10m contribution to construction costs
meets the EC’s flow through principle and therefore would not be considered as state aid. The evidence of
market failure would indicate that twa of the four tests which require to be met for state aid to be present
(has the intervention given the recipient an advantage on a selective basis; and has competition been, or may
it be distorted) are unlikely to be met in this case and therefore would not be considered as state aid. Itisour
understanding that further public sector funding utilised for construction costs would fall under the same
principle.
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4. Proposal

The case for intervention and investment in SeedPod is strong, Clear market failure can be demonstrated
regarding low start-ups success rate, investment in R&D, investment in digital automation and new product
development as well as workforce development. These faifures are evident in the market through the limited
physical infrastructure and resources available to the industry within the region along with:

+  No provision of incubator space for start-up companies

e lacking an entrepreneurial environment supported by technical and commercial skills
¢ No provision for food and drink innovation space such as the NPD kitchen

¢ Alack of investment in commercial show casing space

s-—A-slower rate-of new business-formation in-the-North East-in-comparison-to-Scotland
»  The most obvious market (rest of UK) being regarded by producers and processors as distant
¢ Llittle to no public sector investment in sector infrastructure in the recent past

a7 UIRVESEERt IR R&D; uptake of techinology being slow, impeding growth in the sector

* NMIS is distant and not industry specific and at food grade standard

*  Productivity in the region being below the national average as is the business start -up rate

To address the market failures, the following strategic objectives for SeedPod have been set with outcomes,
outputs and impacts summarised in the Logic model in Appendix 1.

+ Create an entrepreneurial environment and infrastructure that inspires and supports companies to
innovate and grow — increasing product development based on market insights and technical know how

» Build and open a 30,000 sq. ft flexible space by Q1 2024
e  Establish a physical hub that will provide:

Operational incubator space for 10 businesses

New product development kitchen

Demeonstration kitchen

High value manufacturing pilot space

Collabatorium providing co-working and meet up space

o C o 00

¢ Stimulate digital transformation investment across the supply chain to increase productivity in the sector
* Provide mentoring and professional input to support business leaders and build investor ready businesses
s increase the number of collaborations between academia and industry

¢ Connect with the community and establish links with local schools and colleges

* Showcase the technology and work required to bring the industry to net zero

The Food Hub mode! developed outlines activities across 4 main delivery areas, with Net Zero embedded in
each.

Net Zero

The food and drink industry has a large part to play in both tackling the climate emergency and in meeting the
nutritional needs of our growing population. Therefore, overarching all activities SeedPod will enable and
upskill the sector to deliver the Net Zero ambition by 2040,

in a 2021 report by Waitrose nearly 70% of consumers said carbon footprint played a role in the products
they purchased. Farmulating, developing and manufacturing food products that are ethically and sustainably
sourced as well as nutritious and of high value add will be the key to commercial success for our industry.
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Whilst manufacturers are directly responsible for a relatively small proportion of the food and drink sectors
emissions there are immediate actions to take straight away such a waste reduction, improving efficiency and
procuring renewable electricity. Ultimately the sector will achieve net zero manufacturing by decarbonising
heat processes, sourcing 100% renewable electricity, switching to sustainable refrigerants, modal switched in
distribution and then finally tackling raw ingredients. Linking with agriculture on carbon credits as well as
securing local supply chains and innovative processes such as the utilisation of hydrogen will be a key atttibute
of SeedPod and the wider north east network.

The 4 key elements of the model are: -

Foods of the Future

~ Consumers are looking at the role food and drink can play in promoting good health as well an overallincrease

in their search for new food trends and flavours. The global functional food ingredients market is worth over
. £100m so being at the forefront of food trends and technology will enable a competitive advantage for those
working in SeedPod,

SeedPod will work with businesses in a dynamic cycle, commissioning research on future trends, gaining
intelligence through consumer insights and helping companies to respond by developing new products and
introducing new processes. Consumer insights will focus on the core strengths of the region, including meat,
seafood, dairy and cereals, to identify emerging trends. The SeedPod team will deliver one to one support to
husinesses and wider sector specific events. In a radical departure from current practice, information gathered
from consumer insights will be fed back to the academic community to inform their research agenda and to
align their forward plans to emerging market demands, The SeedPod team will work intensively to connect
the academic and industry communities, increasing the likelihood and pace of commercialisation of the
academic output, These academic-industrial collaborations will identify areas of research connected to market
demand. Finally, there will be a specific focus on international opportunities {aiming to exploit the premiums
available, as evidenced by research undertaken by New Nutrition Business).

Pressures of population growth, increasing scarcity of resources, growing demand for protein from regions as
their wealth increases, climate volatility, an aging demographic and the continuing need for a healthier diet
and nutritious food (to combat obesily and its assoclated implications for health) mean that there are
opportunities for those companies that choose to embrace them, as well as challenges for many traditional
forms of agriculture and food processing. The Rowett Institute at the University of Aberdeen (UoA), Robert
Gordon University {RGU), Scotland’s Rural College (SRUC) and the James Mutton Institute {(JH1) have domain
knowledge and expertise across these key challenges. Healthier foods, alternative proteins, foods for
specialised diets, personalised nutrition, all offer new product deveiopment opportunities.

Food Industry 4.0

Labour shortage, inflation and supply chain security have made automation a priority for all sectors of the
food and drink industry. Whilst many north east companies of all sizes have embarked on utilising the latest
technology and digital processes many still need to embrace automation. SeedPod is a partner with National
Manufacturing Institute for Scotland (NMIS) and will be able to showcase the latest technology as well
delivering programmes that will upskill the workforce and develop the factories of the future.

The demands described above need to be met by a forward-locking industry equipped to deal with them.
Opportunities lie not just with new and reformulated products; rapidly changing conditions require an agile
industry, responsive, adaptive, and competitive. While the food and drink sector in the North-East is strong,
it is rooted in tradition; SeedPod will provide a step-change towards the future, enabling early adoption of
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world leading technology, leading to gains in productivity and efficiency for businesses along the supply chain
from primary production to logistics and distribution.

SeedPod has an Important role in creating links along the supply chain, fostering local digital expertise, bringing
digital technology from other sectors, applying big data analysis techniques to the large quantities of
information created by sensor technology, demonstrating automation and robotics, and overall leading the
adaptation of these new technologies to create new food products and competitive advantage for local
producers. New methods of data capture are available that have the capacity to revolutionise primary
production practices; precision farming can mean significant gains in productivity, efficiencies, sustainability
and ultimately, of course, profitability of the local industry. In the region, we have leaders in supply chain
applications for new technologies, including SRUC, University of Aberdeen, RGU and JHI. Some important

players in the agritech sector are developing in the region, including Innovent Teéhnologv {an offshoot of
Harbro) with its gscan livestock imaging systems and big data analysis technigues, ScotEiD the leaders in UK

-livestock traceability, AgriSolutions the soil mapping/ variable nutrient input experts, Soil Essentials one of the

teading independent precision farming technology companies, SmartRural the local area network specialists,
PYSIS doing advanced programming on climate change, and ANM Group operating Europe’s largest livestock
auction and developing electronic livestock identification and cloud based data systems in conjunction with
ONE and SCotEID. Willie Thomson of Harbro chairs the UK wide Agri-EPI Centre, one of the original Innovate
UK Agritech innovation centres.

The Made Smarter Review 2017 identified a £55.8bn opportunity for the UK food and drink sector over the
next 10 years through the adoption of currently known digital technologies”. The review further identifies
opportunities to:

Improve production efficiency
Improve traceability
Create more efficient and rapid supply chains

Improve feedback from retailers, consumers and food
services

Improve consumer trend monitoring

With these opportunities in mind, digital solutions will be a key focus. While publications like the Made
Smarter Review make it very clear just how digital our futures will be, our research makes it equally clear this
is something the local industry has not yet fully embraced. This does not mean ali technological developments
are rejected or viewed with scepticism; some businesses in the area are already introducing robotics; SeedPod
will be at the cutting edge of such developments, including advanced manufacturing and artificial intelfigence,
ensuting that companies are aware of what is available and providing assistance in selecting the most
relevant/appropriate technologies and in implementing them. It will connect to the wider digital and advanced
manufacturing innovation centres and there is a real opportunity to become a critical spoke of the NMIS.
Coupled to a move to digital will be a need to innovate in decarbonising technologies such as high temperature
processing and chilling / freezing. Whilst manufacturing counts for only 6% of the industry carhon footprint
the evolution of technalogies are enabling companies te develop a realistic road map to net zero,

With complex global supply chains requiring real time information as well as the need to ensure food security
and product / brand integrity the use of technologies such as blockchain will be key. The ONE Tech Hub is
already in place to work with the food industry at SeedPod to develop and deliver the necessary technology.

According to Mintel 50% of shoppers still plan to look towards digital channels for their food and drink
products whether that is the major retailers’ online platforms or new start up fast delivery apps or the raft of
social media and influencers that are promoting products and lifestyles.
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Opportunities within the food industry do not always relate strictly to food; for example, Artificial Intelligence
is playing a role in the supply chain using radio-frequency identification technology in a dynamic pricing system
enahling supermarkets to reduce prices on products nearing their expiry dates. The SeedPod team will use its
connections to ONE’s Digital and Entrepreneurship activity to facilitate exploitation of these types of
opportunities.

Research shows us that perceived lack of time inhibits existing businesses in many ways; one of the most
notable issues is the firefighting to retain existing UK retail listings preventing the development of potentially
more lucrative export markets. The same issue of time poverty prevents the sort of strategic review that could
lead to productivity improvements through re-organisation, automation and real time data capture as
mentioned above. SeedPod cannot hope to pravide mare time, but in transforming local industry into Food

Industry 4.0, it can help businesses prioritise and use that time to the benefit of their bottom line.

Many smaller food and drink businesses have not grown beyond the micro-enterprise (< 10 employees) level,
THEAGCCFgod for Tholight survey in 2017 canfirmed théir reliagnée onvery local markets - 9% of the turnover
of the micro-enterprises in the survey sample originated in the NE. The survey aiso identified that only a third
of businesses sell on-line, and that there has been very little change in this area since 2013. Developing new
digital sales and business models will be critical to drive future market growth.

FoodX Accelerator & Scale Up

SeedPod will deliver accelerated start-up support and provide incubator space for start-ups, with units
available for |lease for early-stage companies. There is a total lack of food grade processing units in the north
east hampering the movement of starl-ups inte an Industrial setting without significant investment in the
current empty industrial units. This problem of fit out capital and ongoing commercial lease costs wouid be
solved by SeedPod as is seen across numerous successful food hubs in England.

Co-working space and access to meeting rooms will be built in and available for industry events, such as
showcases, meet the buyer, seminars and lectures. Space will also be available to rent for demonstration
activity, hosting meetings and other activities as may be deemed appropriate.

One of the most striking results from the research carried out to-date is the lack of confidence in the readiness
for growth and/or innovation shown by companies in the region. A typical response is to think that rapid
growth is beyond the reach of local businesses, We plan a stimulating programme of outreach, learning
journeys, mentoring and partnership opportunities with exemplar businesses from other regions to build
confidence and a supportive environment to foster the growth ambitions of the business in start-up and scale-
up phase.

Innovation, Infrastructure & Skills

The research is clear that a physicai space is essential for the growth of new businesses in the region. In
addition to providing incubator space as described above, there is a need for development commercial grade
kitchen facilities for both NPD and commercial demonstration as well as space for events, demonstrations and
showcasing.

The proposal therefore is that SeedPod supports both innovation and small-scale manufacturing and wilt
include development space and test facilities, enabling product testing and small-scale trial runs and
production. Larger scale equipment suppliers will be able to use this space to demonstrate their kit.

The NPD kitchen is the key innovation space for taking the concepts developed through market insights to a
commercial grade sample ready to show case to buyers and consumers, The kitchen will be laid out as a series
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of technical work areas surrounding a central large cook off and final packing station. The kitchen will have
numerous heat processing sources as well as blast chill and freezing capability. It will also be able to show case
and operationalise tabletop pilot technology. SeedPod will be able to deploy NPD Chefs and Food
Technologists to work alongside the companies in order to maximise the use of the kit and industry skills. This
asset is of interest to all sizes of companies as even many of the larger FMCG companies have limited NPD
space and kit.

th addition to the NPD Kitchen will be the Demo kitchen designed to enable the companies to showcase their
products to consumer panels as well as industry buyers. This kitchen will be somewhere companies of all sizes
would be keen to host and sell their products as they would be prepared and presented to consumers. In
addition this area will be fully fitted and ready for food phatography and links to online selling and social

media.

The pilot plant is the key area for showcasing industrial size high value manufacturing technology. This area
TS @ fally 'sérviced food grade Unit capable of making food safe trial products yet with simple 466856 to the
logistic areas to enable machinery to be delivered and located. It is envisaged that the pilot plant room could
be hired for extended trial worl by companies as well as being a demonstrator for advance manufacturing kit.

The flexible meeting and demonstration space and kitchen facilities provide capacity for the occasional hosting
of students and apprentices as SeedPod works with the education and training infrastructure to address the
basic and high-level skills gaps within the food and drink industry in North East Scotland. Quality education
requires links to real businesses and real innovations. The facility can also provide a focal point for the many
placement schemes operated by the Universities from short placements (RGU Talent Exchange, Scotgrad,
Santander) through to detailed joint research projects under Knowledge Transfer Partnerships (KTPs).

The exterior of SeedPod along with the partnership working with SRUC will enable a connection to the
landscape for food production. This would range from schools to college students participating in vegetable,
fruit and herb growing that would link into both SeedPod kitchens.
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| communities

5. Ongoing positive impact against JT outcomes

Just Transition Cutcomes

SeedPod contribution

Citizens, communities and

place:

support affected regions by
empowering and invigorating

strengthening local economies.

__and |

investment in the growth of the Food, Drink and Agriculture
sector is a key element of the renaissance ambition for the region
to diversify the economy in the medium term. This strategy is
even more important now as the region braces itself for a
transition away from the traditional industries, adapts to climate

~change and strives to"meet net zero by 2045 Food and drink will [~

play an improtant part in diversifying the economy, creating
sustainable high value jobs and ensuring the health and wellness

| "of the population thréugh dh infovative food supply chain.

SeedPod will be a physical presence and will provide a vibrant
environment which encourages and accelerates the number of
start-ups and rapidly increases profitable growth of new and
existing businesses, capitalising on the region’s assets and strong
collaborative links. |t will build on the strength of existing
companies in the region and on the research base within the
University of Aberdeen and its Rowett Institute, Robert Gordon
University, SRUC and the James Hutton Institute,

SeedPod will engage with locat schools and communities utlising
the physical asset along with the food production skilis that are
locating in SeedPod as well as with our partners such as SRUC,
Further work in the NPD kitchens and pilot plant area can develop
skills and inspire the next generation to understand the
technology invalved in modern day food supply chains.

Jobs, skills and education:

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

Working with schools through our partners such as DYW,
Manufacturing Skills Academy and the local authorities SeedPod
can deliver on the food industry skills deficit through training
support of apprentices as well as a space to train all employees
across the industry in specific technical skills. Programmes such as
the successful Graduates into Business run by ONE are ensuring
smaller companies can deliver valuable training and mentoring of
the next generation of leaders.

Already being a parther with NMIS means that SeedPod can
showcase and pilot leadng edge technologies and skills in low
carbon manufacturing.

Fair distribution of costs and
benefits:

Address existing economic and
social inequality by sharing the
benefits of climate action
widely, while ensuring that the

With the impact of Brexit and Covid 19 causing significant inflation
in construction materials which in turn is now restricting private
investment in food manufacturing facilites there is ever more
need for publically funded start up units and dedicated husienss
space for our SMEs. The north east already has a strong industrial
network where sharing of best practice and mentoring is
facilitated through much of ONE's activities.

Just Transition Fund
Expression of Interest
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| Adaptation and resilience:

costs are distributed on the
basis of ability to pay

Business and Economy:

support a strong, dynamic and
productive economy which
creates  wealth and  high-
quality employment across
Scotland, upholds the UN
Guiding Principles on Business
and Human Rights, and
—~continties-to make Scotland-a-
great place to do business.

SeedPod will be the go-to place for the industry across the supply
chain and including the academic institutions. Leading edge
research, techneclogy and skilled people will generate new
products, new solutions and uitimately business growth,

The Economic Impact Assessment undertaken by Scottish
Enterprise estimates the potential impact of the £15.1m public
sector investment in SeedPod is between £69m to £109m of net
GVA over 30 years at a Scotland level, and that that this
—contributioncould lead to-a-peak-of 90-net-additional headcount-
jobs and a total net additional person year equivalent (PYE) of
2,540 over 30 years,

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

| A% thie North East transitions from a heavy reliatice on oil & gas |~

production the food and drink industry has been identified as a
key area for economic diversification and growth, It is estimated
that the food and drink industry supports in excess of 22,000 johs
in the North East and genreates over £730m in GVA. The
traditional areas of seafood and agriculture are enhanced by a
growing sector of FMCG companies from start ups to global
brands.

Existing businesses, already such an important part of the local
economy, will be supported to accelerate their growth in line with
Scotland Food & Drink’s 2030 vision of 5% per annum. To the
region, this will mean a growth in turnover from £2.2bn in 20151
to £4.5bn in 2030.

Environmental protection and
restoration:

commit to act within our
planetary  boundaries while
protecting and restoring our
natural environment.,

Sustainable food production and low carbon manufacturing
technalogy and skills are at the heart of the vision for SeedPod.
The asset itself will be 100% electrically powered sourced through
green supplies as well as onsite PV cells. A Sustainability Advisor
is already employed in the region delivering numerous carbon
footprinting and reduction action plans.

Decarbonisation and
efficiencies:

contribute to resource efficient

and  sustainable  economic
approaches  that  actively
encourage  decarbonisation,
support low-carbon

investment and infrastructure,
and avoid carbon 'lock-in'

SeedPod will drive the innovation and skills sets required to
deliver a sustainable food supply chain making use of partners
such as NMIS, SRUC and the Rowett as well as industry leading
experts in manufacturing technology, digital and fore-sighting
new trends. The pilot plant area will be able to show case the
latest technology in low carbon intensive processes such as
heating, cooking and cooling.

To achieve the aim of becoming net zero by 2040 will require
significant changes across the sector, to decarbonise rapidly while
continuing to feed the nation a varied, healthy diet. All companies
need to respond to the shift to net zero and the food system will

need to adapt to climate change to ensure the resilient provision

T ONS Annual Busiress Survey 2015, published 2017. Manufacture of Food and Beverages Turnover, Excludes primary

sectors, retail and distribution.
Just Transition Fund
Expression of Interest
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of healthy and affordable food. Climate strategy is becoming core
business strategy, and this presents opportunities — to cut costs,
raise productivity, improve supply chain resilience, innovate new
products, attract investors and gain a market edge. SeedPod will
suppert and inspire food and drink manufacturers to embark on
deploying technologies in decarbonisation, reformulating to
reduce emissions, ensuring food security and realising new
market opportunities.

SeedPod has started to deliver this through the engagement of a
sector specialist to deliver information, programmes and direct
support to companies as they undertake carbon footprinting their

buisness and assessing opportunities to decarbonise. The physical
hub will accelerate this process through show casing
technologies, bring together a wide range of experts as well as

hosting leading edge events specific for the food and drink supply |~ 7T

chain,

Further equality and human
rights implementation and
preventing new inequalities
from arising:

Address fuel poverty and child
poverty in @ manner consistent
with Scotland’s targets on
each, while furthering wider
equality and human rights
across all protected
characteristics

Food and wellness are intrinsically linked and by engaging the
wider community in projects delivered through SeedPod there
will be an opportunity in which to focus these efforts.

Just Transition Fund
Expression of Interest
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6. Negative Social and Environmental Impacts and Approaches to Mitigate

The strategic vision for SeedPod is to lead on the development of a net zero roadmap for the North East food
and drink industry and is already enabling carbon foot printing and sustainability projects working one to one
with companies,

The SeedPod design team has designed a food innovation hub that will make sole use of green electricity for
the purpose of food preparation and production. By designing out gas heating at the concept stage the
opportunity to maximise the use of PV cells as well as grid green electricity in food production is quite unique.
The high value manufacturing space will be able to host a range of decarbonising technology such as hydrogen
heat and steam generation.

As the preferred main contractor selected through a competitive tendering process Robertson Construction

- Eastern {(RCE) impressed on their sustainability and ethical standards. By 2030 RCE will have enhanced the
lives of 10,000 people, by creating work placements and job opportunities, and by supporting apprenticeships,

upskllllng and new qualiﬂcataons in 2020 RCE moved beyond being a carbon neutra[ busmess to become

“climate positive’ by continuously offsetting more emissions than they generate.

Just Transition Fund SeedPod Page 16 of 27
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7. Impact on Good Green Jobs, Fair Work, and Community Wealth Building

SeedPod is estimated to deliver up to 90 net additional headcount jobs and a total net additional person year
equivalent (PYE) of 2,540 over 30 years, In addition to this, the wide reach of the business support activity
delivered through SeedPod and resulting company growth, will lead to the creation of sustainable high value
jobs in food and drink companies, ensuring the health and wellness of the population through an innovative
food supply chain.

Following on from the successful ONE led 2021 programme Graduates into Business the food and drink team
are preparing a repeat in 2022 as well as developing a food apprentice North East project to work with schoaols,
colleges, SDS and DYW to engage school leavers taking foundation apprenticeships into industry and deliver

" more modern apprenticeship across the skills required for the supply chain.

ONE’s business model is driven by partnership working across business, academia and the public sector, and

- the'successrealised by ONE in thisregard is-evident from the large number of jointly funded projects delivered'

by ONE and ONE’s partners in the Food and Drink sector. Projects currently in progress which deliver against
SeedPod outcomes are delivered in partnership with Aberdeenshire Council, Scotland Food & Drink, SRUC,
NMIS, Marine Seafood Scotland. Food and Drink businesses are well represented on both the ONE Food, Drink
& Agriculture and Food Hub {NES} Ltd boards, shaping the strategy of both organisations, and wider
engagement with businesses in the region is maintained through the ONE Food & Drink network.

RCE are a living wage employer and as stated above have developed numerous links with local schools and
colleges as well as sourcing a local supply chain wherever possible. Following construction ONE has an
extensive network of events and programmes working with partners across the food supply chain covering
industry, academia, local authorities and enterprise agencies (SE and HIE).

lust Transition Fund SeedPod Page 17 of 27
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8. Demonstrate Additionality and Requirement for Just Transition Funding

The public sector funding request of £15.1 million, for SeedPod, could generate between £69.1 million and
£109 million of net additional GVA over 30 years at the Scotland level. This could amount to an Impact ratio
of between 1. 4.8 and 1. 7.7 at year 30. In addition SeedPod has the potential to deliver a net additional
employment FTE impact of circa 90 staff as shown in Appendix 2 Logic Model.

SeedPod has the potential to make a strong contribution to the Scottish economy and the Scottish food and
drink sector, encouraging greater investment and innovation within the Scottish business base.

As the North-East prepares for a Just Transition and a future less reliant on Oil and Gas, it is essential that
activity in other sectors is supported to stimulate, diversify and broaden the economy, The food and drink

industry sectors have heen identified as key to this diversification. The case for public sector intervention in
the region is very strong as there are clear market failures evident, namely:

« Imperfect information: in refation to start up support, R&D investment and new product development

¢ Positive externalities: also in relation to start up support and R&D investment.

The current lack of a facility with incubator space results from imperfect information within the property
market on the start-up food and drink sector, within a region highly focused on oil and gas. In addition, total
societal benefits, beyond individual financial returns, for example in confidence building and risk perceptions
are not relevant for commercial companies but are real for the planned facility.

These market failures have manifested in the North East’s food and drink sector through not only a lower
number of new business start ups and large companies of scale compared with other regions of Scotland but
also:

s Many businesses, particularly pre-start/start-ups not being aware of either where to access support
{who is the appropriate organisation to approach) or be aware of what support is available to their
business

s For many potential entrepreneurs there is a lack of information and understanding around what
support is required and how to access that support including private finance, developing a business
plan, legal information, market opportunities etc

A severe shortage of managed industrial food safe property for start-ups and growing companies — the
appropriate quality, flexibility for office/kitchen manufacturing space is not available for food and drink
companies to optimise growth whilst remaining competitive. This has been driven by the uncertain returns
from these types of investments — especially when set against the high and more certain returns from oil &
gas property provision. Even as industrial units become available they would require significant investment
to make them food safe and able to pass a BRC or SALSA building fabrics audit.

s Publicly available food and drink innovation areas in terms of NPD kitchen and the high value
manufacturing space does not exist in Scotland therefore SeedPod is a gamechanger in terms of
allowing access to this kind of asset to the whole industry not just the global FMCG brands.

+ Limited access to and uptake of experience, foresighting, trends and knowledgeable support and local
funding mechanisms, even where some of these services exist, highlighting a lack of understanding in
the company base around support and best practice for business growth. Distance from markets is
real, limiting the shelf life of fresh products, increasing distribution cost per unit especially for small
businesses producing and delivering small batch sizes, reducing the market/ trend/ competition
knowledge which comes from proximity and making travel to sales events and customers prohibitively
time consuming. SeedPod can expand information on logistics and distribution aptions, market
information, innovative shelf-life approaches and production of higher value products, which al
address the market distance issue.

Just Transition Fund SeedPod Page 18 of 27
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Due to the recent rapid inflation in construction capital projects, additional funds are vital in enabling Feod
Hub (NES) Ltd to secure a main construction contract and commence work this year. The ACRD budget is
confirmed at £10m along with an additional capital budget of £1m from ONE therefore an additional £3.1 Is
being requested from the Just Transition Fund along with £2m from Scottish Enterprise.

Just Transition Fund SeedPod Page 19 of 27
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9. Evidence of existing transparent partnership and engagement with
relevant local communities.

SeedPod’s community wealth building approach will use public and private sector investment to build on the
food and drink network in the region. By supporting and guiding industry to connect with the local community,
schools and colleges there will be an opportunity for all to benefit form the North East’s natural capital.
Engaging in programmes such as market gardens, cookery skills and food preparation techniques local
cammunities of all age groups will benefit from having a go to place for the food and drink industry.

SeedPod will drive the creation, support and growth of new businesses in food and drink and thereby be a

_.wital link.in.the diversification_of our_economy.away from.oil. and_gas._ ONE _is.already.engaged ih mappinga

route to net zero for the local industry and therefore putting SeedPod at the forefront of this equitable and
fair transition.

lust Transition Fund SeedPod Page 20 of 27
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10. Briefly Outline the Strategic Fit to Scottish Government Priorities

SeedPod will contribute towards the priorities of both the UK and Scottish Government’s Economic strategies
by providing investment in infrastructure to help businesses grow, provide an environment that supports
innovation, provide increased linkages and awareness to facilitate greater internationalisation and through
securing a pipeline of growing businesses, create sustainable employment opportunities and inclusive growth.

SeedPod will drive the ¢reation, support and growth of new businesses in food and drink and thereby be a
vital link in the diversification of our economy away from oil and gas. ONE is already engaged in mapping a
route to net zero for the local industry and therefore putting SeedPod at the forefront of this equitable and
fair transition,

By investing in high value mz;n_ufactunng spacem theN PD Kltchen as well as the pilot plant SeedPod is enabllng I

the trialing and adoption of new technology in processing and packaging thereby making the local industry
_ more productive and competitive in a global market.

Skills and a focus on training at all levels and specialities of the food and drink industry will be a key deliverabie
for SeedPod. From schoaol leavers, apprentices and graduates to those time served in the industry technical
skills, leadership development and coaching wil be delivered. As a partner of NMIS SeedPod will make use of
the assets available in their Manufactruing Skills Academy to ensure that those in the food industry in the
north east can access this with ease. '

The Narth East’s Regional Strengths in Food and Drink: -

Premium Products - The Food and Drink sector in the North-East has a strong reputation for premium products
with a high reputation for quality. In addition to a broad production and manufacturing base, the North-East
has strong brands, many success stories and many new businesses. Scottish seafood and whisky - the top two
export products — are internationally recognised and provide a strong platform from which to grow.

Scale and Diversity — The North-East generates 17% of the total GVA of the Scottish Food and Drink sector and
covers the full spectrum of activity of the sector. Additionally, the region boasts a large number of companies
of scale capable of converting innovation support into significant increases in turnover and/or GVA than other
Scottish regions.

Supply Chains— The region is responsible for 17% of Scotland’s GVA for agriculture and 40% for fishing and
aguaculture, 22% food manufacturing and 12% drink manufacturing. 1t also produces primary ingredients of
the highest quality, with strong provenance and sought-after premium ingredients glohally. The region has
major shares of primary processing capacity — 40% of the Scottish red meat slaughtering capacity and 50% of
Scottish seafood landings.

Strength of Community ~ Strong relationships exist between companies across the agri-food supply chain and
in the Food and Drink sector in the North-East. The ONE Food & Drink Network has an active programme with
over 130 companies participating on a regular basis. The last 2 years has seen this network continue to grow
with online events, support and training culminating in recent start-up bootcamps, innovation and business
growth accelerators.

Research Base — The North-East has a strong research base and recognised expertise in a number of relevant
areas, particularly nutrition, functional foods and sustainable agriculture. Organisations active in this area
include the University of Aberdeen {UoA}, including Rowett Institute {Ri}, Robert Gordon University {RGU),
Scotland’s Rural College {SRUC) and James Hutton Research Institute (Hutton), which collectively represent
the highest concentration and breadth of agri-food research in the UK, and also account for the racognised
highest value expertise as measured by the UK Research Excellence Framework 2014.
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economy; a society that is thriving
across  economic, soclal  and
environmental dimensions, and that
delivers prosperity for all Scotland’s
people and places.

We aim to achieve this while
respecting  envitonmental limits,

Our vision is to create a wellbeing

SeedPods” community wealth building approach will use
public and private sector investment to build on the food
and drink network in the region. This empowers local
communities to benefit from the natural capital in their
area.

A food and drink Innovation start up hub will support the
diversification away from oil and gas and support the

embodied by our climate and nature
targets.

Productive Businesses and Regions

Make Scotland’s businesses,
industries, regions communities and
public services more productive and
innovative.

Skilled Workforce —

Ensure 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 society and that
employers invest in the skilled

employees they need to grow their
businesses.

development of net zero food & drink supply chains in the
region.

SeedPod will support the creation of new business and
drive company growth whilst creating sustainable jobs.

lnnovation space and HVM pilot plant will enable new
technologies in processing and packaging as well as
building the operational capability in the region.

Skills and a focus on training at all levels and areas of the
food and drink industry will be at the heart of what
SeedPod will deliver. From graduates and apprenticeship
routes for young people to technical skills training and
leadership development.

Just Transition Fund
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11. Project Timeline and Ability to Receive and Spend Funds in 2022/23

The SeedPod design project is well underway, with professional advisers and an architect led design team
appointed, and RIBA Stage 4 design due to be approved later this summer. Planning permission is already in
place, subject to a non-material variation process once designs are finalised. A preferred main contractor has
been identified following a public sector procurement process through Public Contracts Scotland, with
contract award imminent pending receipt of final contract sum and confirmation of additional funding.
Construction is scheduled to commence late 2022, and there is therefore confidence that Just Transition
funding can be spent in the year to March 2023.

SRUC have started their £1.25m investment in the site infrastructure in terms of new road access to site as

" well as electrical, water and comms utility supply.
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12. Ability to Meet Delivery and Staff Costs Without Government Support

The SeedPod project is being delivered by Food Hub {NES) Ltd, with executive project support provided by and
funded by ONE, ONE has also committed funding towards ongoing operating costs for activities which deliver
the autcomes set out above for SeedPod. Strategic partnerships are in place with a variety of private and
public sector organisations, who have historically, currently and in the future will provide funding to deliver
the activities set out in this business case. SeedPod will also generate commercial revenues through the lease
of incubator, co-working and event space, and the delivery of programmes and events which will provide
ongoing funding to deliver the project outcomes over the long term. The ONE executive management delivery
team have industry credibility and extensive experience across delivering construction projects, food and drink

--manufacturing-and-economic-development:-The capital-required-to-deliver-SeedPod-in-the-current-2022 —— ————

market conditions Is £16.1m with a budget secured of £10m from ACRD and £1m from ONE the balance of

£5.1m must be secured this year to allow the hub to be constructed and open in Q1 2024,
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DIRECTOR-GENERAL NET ZERD/ DIRECTORATE FOR ENERGY AND CLINMATE CHANGE / Domestic Climata Change
Division

E: JustTransitionFund @gov.scot B % E E

Jennifer Craw
Food Hub Director
Food Hub (NES) Ltd

11 Queens Gardens
Aberdeen
. ABIS4YD.

08/11/2022
Dear lennifer
QFFER OF GRANT FOR SEEDPOD —THE FOOD HUB FOR INNOVATION

The Scottish Ministers in exercise of their powers under section 153(1) of the Environmental Protection Act
1990 Financial Assistance for environmental purposes hereby offer to give to Food Hub {NES) Ltd {“the
Grantee”} a grant of up to 3,100,000 STERLING, payable over the financial years 22/23 (up to £500,000),
23/24 (up to £2.6 miltion), which is more particularly described in Part 1 of SCHEDULE 1 (“the Project”). This
grant is for capital expenditure only and is subject to the following terms and conditions:

1. Definitions and Interpretation
1.1 Inthese Conditions, the words and expressions set aut in SCHEDULE 4 shall have the meanings

ascribed to them in that Schedule.

1.2 Inthese 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.

1.3 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.

1.4  Except as otherwise provided in these Conditions, any reference to a dlause, 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.

St Andrew’s House, 2 Regent Road, Edinburgh EH1 3DG
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9. Entrepreneur led Innovation | ¢ 1 accelerator and/ or growth programme delivered per annum
and leadership e 10 start-ups achieved per year by 2025
+ Increase in company turnover by min 5% per annum by 2028 by companies
supported by the Foed Hub
10. Utilise the HVM space to s 4 companies pa achleving 25% gain in productivity from 2028
support companies investing
in advanced processing
technology/smart
manufacturing
11. Measure the impact of the ¢ £29m to £40m of net GVA aver 10 years;
£15.1 m public sector »  £69m to £109m of net GVA over 30 years
investment
26 The Grant for 2022-23 is for up to £500,000 and the Grant for 2023-24-is for-up to £2,600,000; 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:

Costs which can be capitalised (as at 2.6) in the delivery of a 30,000 sq. ft. facility

Equipment and materials directly attributable to the capital project e.g. required to fit out the
building and deliver on agreed Project outcomes.

With regard to buiidings, 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.

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;

Any costs already attributable to other funding the Grantee is in receipt of e.g. The Aberdeen City
Region and Growth Deal as laid out in the Food Hub for Innovation 2022 Refreshed Business Case
dated 05/08/22 and attached at SCHEDULE 5;

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, consultancy or trials/testing;

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

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

3. Payment of Grant

3.1

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

St Andrew's House, 2 Regent Road, Edinburgh EH1 3DG
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4.6

47

5

52

53

5.4

Grantee shall provide such reasonable assistance and explanation as the person carrying out the
inspection may 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
shall immediately notify the Scottish Ministers of such activity and provide such other information
as the Scottish Ministers may reasonably require in relation to the impact on the Project and the
use of the Grant.

The grantee shall immediately inform the Scottish Ministers of any change in its constitution
for example, but not limited to, a change in status from one type of body corporate to
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
subrnitted 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
Members 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 (Scotiand) Act 2010, the Scottish
Ministers publish an annual statement of all payments aver £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
will 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 staternent.

6. 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 parcentage of grant funding used in connection with the acquisition or
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the Grantee is unable to pay its debts within the meaning of section 123 of the Insolvency
Act 1986;

9.3.2 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, orifan
administrator or trustee is appointed to manage their affairs; or

9.3.3 Areceiver, manager, administrator or administrative receiver is appointed to the Grantee,
or over all 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.

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
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.

9.5  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,

9.6  Any failure, omission or delay by the Scottish Ministers in exercising any right or remedy to which
they are entitled by virtue of clauses 9.1 to 9.3 shall not be construed as a waiver of such right or
remedy,

10. 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 Scoftish Ministers.

11. 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.

12. 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.

13. Continuation of Conditions

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

On behalf of Food Hub (NES) Ltd | accept the foregoing offer of Grant by the Scottish Ministers dated
08/11/2022 on the whole terms and conditions as set out in the letter and annexed Schedules. | confirm
that Food Hub (NES) Ltd is solvent. | confirm that [ hold the relevant signing authority for Food Hub {(NES)

Ltd.

o (oD

Director

Print Name; Jennifer Craw
Position in Organisation of Person Signing: Director
Date: 29/11/2022

Place of Signing: Aberdeen

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

Place of Signing: Aberdeen

St Andrew’s House, 2 Regent Road, Edinburgh EH1 3DG
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connection with the Praject 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 recelving a claim and any required documentation and information relevant to
the claim.

7. Inorder to facilitate the accrual of expenditure of the Grant for the financial year the Grantee
shall, where appropriate, advise the Scottish Ministers in writing by 7 April the amount of the Grant
actually expended up to and including 31 March.

St Andrew’s House, 2 Regent Road, Edinburgh EH1 3DG
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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«)X» 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 Granteen,

Signed:

Name in block capitals:
Position:

Date: Click here to enter a date,

St Andrew’s House, 2 Regent Road, Edinburgh EH1 3DG
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“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 (S| 2019/419).

St Andrew’s House, 2 Regent Road, Fdinburgh EH1 3DG
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Proposed SE contribution to Foad Hub (NES) Ltd relating to Seedpod, Aberdeen

Subsidy control — legal analysis

September 2022

This note sets out the legal subsidy analysis for a proposed £2million contribution to Food Hub (NES)

Ltd (“FHNL") in connection with the construction and establishment of a research and development
food hub in Aberdeen, branded “Seedpod”.

Details provided below regarding the project, including anticipatéd procurements, activities and
income, have been provided to Legal Services by colleagues in: roject team,

1. Background and project developments

¢  We have been asked to assess the poss
in support of development/completion of
construction due to the pandemic and oth
subsequent shortfall in the overall funding of the See
e The Seedpod is a £27,369,00
construction and development costs.

entered int 3
formed to deliver the Seedpod project.
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= Just Transition - £3.1m
- Opportunity North East Limited - £6.4m
- SRUC-£1.5m

s Additional support is anticipated from ONE, and other private and public sectar sources to
provide support to companies and industry. These contributions are not considered in this
analysis, but any public sector support must be subsidy compliant.

* Following a public procurement exercise by FNHL, a professional design team has been
appointed and Robertson Construction Eastern Limited has been identified as the preferred
construction contractor and is due to be appointed in Q3 2022/23

¢ Seedpod will be operated by FNHL — and all profits will be reinvested in the project




An access road to the premises has already been constructed by SRUC and so is not considered
in this analysis.

Details of Food Hub activities and rental income

Food Hub is a 10 year project to accelerate growth and innovation of existing businesses and
start-ups by building on the strengths of the food and drink industry in the North-East of
Scotland through a consumer focused, customer driven approach to innovation across all
sectors of the food and drink industry.

The project objectives include (i) creating an entrepreneurial environment and infrastructure
that inspires and supports companies to innovate and grow increasing product development

based on market insights and technical know how, mulating digital transformation
across the supply chain to increase productivity, {iil);] ing mentoring and professional
_input (iv) increasing collaboration between acade

goals
The praoject inciudes the construction of th ] ¢:ft building which will provide
for incubator space for 11 businesses, a product development kitchen, demonstration
kitchen, high value manufacturing pilotspace, co-working desks an ‘meet up space.

Space within the Seedpod hub will be let'at:commercial rentals and Tefits received by FHNL
are intended to be recycled into the project.”lItiis noted. that there will be operating losses in
the initial years of the project:and operations will:-he hpported by funding r_';j,m Opportunity
North East during this perlod : )

1»,4
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o Within the Northeast there is an outstanding amount of expertise with regard to food,

nutrition and agriculture with the world-renowned Rowett Institute), the lames
Hutton Institute (JHI} and Scotland’s Rural Coflege (SRUC), and yet the uptake of this
expertise and expleitation is minimal. Investment in research at both UK and Scottish
level is insufficlent to drive innovation.

o It is envisaged that without public sector suppeort; this type of facility would not be
delivered.

-0 - Inthe case of positive externalities itis clea £
benefits generated by R&D activities :Start {ips/spin:
in indigenous companies will exceec
companies {in the case of R&D)
all these benefits in the selling:
tends to be an under provision. Public
programme in these areas therefor

than would happen in:

uts and increased investment

Given the time that has passed since these analyses and the post-Brexit subsidy control
landscape, Legal Services considered it necessary to undertake a new assessment in relation
to the funding amount which may be granted by SE in 2022/23

Post-Brexit subsidy control landscape

From 1 January, EU state aid law is no longer part of UK law and for the time being the trade
and cooperation deal between the UK and EU {the “TCA") sets out parameters on subsidy
control which public bodies in the UK must comply with. This is in addition to other

-societal perspective thatthe total - - .- -




international law obligations the UK has through membership of the WTO and through free
trade agreements with other countries. While EU law is no longer part of UK law, it remains a
useful reference point.

Under the TCA, “subsidy” means financial assistance which:

{H arises from the resources of the UK or the EU, including: (A} a direct or contingent
transfer of funds such as direct grants, loans or loan guarantees; {B) the forgoing of
revenue that is otherwise due; or (C) the provision of goods or services, or the
purchase of goods or services;

{ii) confers an economic advantage on one of more economic actors;
{iii) is specific insofar as it benefits, as a matter of law or fact, certain economic actors
..over.others.in_relation o the production.of certain.goods or services; and_ ...

~-All four criteria-(i} - (iv) must be present for subsid

{iv) has, or could have, an effect on trade or investmentbetween the UK and the EU.

olved:-- - - -

Subsidy at Seedpod ownership level

ic advantage could be conferred on
-regarded as specific as it benefits a

o whether FH[\J_' ntends to construct the Seedpod with a view to its operation in the
commercial rental market in Aberdeen;

o whether FHNL will generate and/or retain profit from Seedpod activities;

o the aims of the Seedpod and whether economic activity will be carried out or whether
it is providing facilities aimed at aiding economic development in the food and drink
sector in North East Scotland

o Seedpod accessibility — what are the wider benefits and effects of the Seedpod
infrastructure? How will the facilities, networks and support programmes envisaged
at the Seedpod be used? Will the benefit be to the food and drink sectory more
generally?

o whether the Seedpod tenants and users will be charged rent at market rates.




e Based on Information provided by the project team, Legal Services considers that grant
funding can he provided on a “no subsidy” basis.

» This assessment has been made on the basis that the project detail indicates that:

in the food and drink sectorin the A
o the wider henefits and effects of the

ould be a permitted subsidy under the
current TCA principles; ‘the Seedpod is to promote economic

development and the f

be minimal and limited to research and development so
r.SE’s currént subsidy schemes or may be subsidy compliant {subject

tevant subsidy parameters would need to be considered and assessed for

activities and t
subsidy complian

7. Next steps and recommendations

¢ Whilst the current project details and Seedpod plans support funding by SE on a “no subsidy”
basis, any changes to the business case or planned Seedpod activities could change this
analysis. For this reason, we would ask that the project team remain in communication with
Legal Services and provide any relevant updates which could impact on SE's funding
contribution before it is provided,

* In preparing the funding offer for SE’s contribution, we would recommend that:




o a review of the existing SG funding offer and lease of the land is undertaken with a
view to replicating any relevant milestones or clawback provisions as they may relate
to progress of the project;

o as a condition of the offer, Seedpod should be required to reinvest any profits into
the project

o the project team considers whether draw down of SE’s funding can be linked to
provision of warranties between Seedpod Ltd and its appointed contractors to ensure
completion of construction;

o confirmation is provided that SE’s funding is limited to what is necessary in order to
cover the costs required to complete the construction and fit out; and

o SEis provided with regular reports and monitoring information, to ensure that this

analysis remains applicable throughout the course of the project.

Legal Services

9 September 2022




