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EXECUTIVE SUMMARY

This report provides Area Committee with an outline of the proposals for the
Gleaner Phase 2 project and considerations of the full business case which is
eligible for funding through the Tarbert and Lochgilphead Regeneration Fund.

The allocation of funding to the redevelopment of the site was selected
following an extensive selection process which was signed off by Committee
at each stage. The current proposal will develop the remainder of the former
Gleaner Qil Depot site into a craft whisky distillery with visitor facilities
including courtyard, viewing terrace, tasting spaces and accommodation.

The project is expected to deliver redevelopment of the site including a new
business supporting an estimated 15 full time equivalent jobs and attracting
circa 15,000 visitors per annum.

Following assessment of the Full Business Case, it is noted that it addresses
only the capital element of the project. While some risks will remain, on
balance, the project offers an opportunity to deliver economic benefits which
could support a vibrant and prosperous community.

If this funding request is approved by Committee, a formal Offer of Grant will
be issued setting out the conditions which the funding can be drawn down.
These conditions will include statutory requirements relating to Fair Work
First, Subsidy Control and Procurement. No Council funds will be released
until the project is fully funded and delivery is underway. Payments will be
made against eligible costs at an agreed intervention rate and will be released
as the project advances. The Council’'s Transformational Projects and
Regeneration Team will monitor and manage this process throughout
delivery.



1.6  Members of the Mid Argyll, Kintyre and the Islands Area Committee are asked
to recommend to Policy and Resources Committee that:

i) Grant funding of up to £250,000 be allocated to the Gleaner
Phase 2 project from the Tarbert and Lochgilphead
Regeneration Fund.

ii) Delegated authority be afforded to the Executive Director with
responsibility for Development and Economic Growth to deal
with administration of the grant.
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2.0 INTRODUCTION

2.1 This report provides Area Committee an outline of the proposals for the
Gleaner Phase 2 project and considerations of the full business case which is
eligible for funding through the Tarbert and Lochgilphead Regeneration Fund.

3.0 RECOMMENDATIONS

3.1 Members of the Mid Argyll, Kintyre and the Islands Area Committee are asked
to recommend to Policy and Resources Committee that:

i) Grant funding of up to £250,000 be allocated to the Gleaner
Phase 2 project from the Tarbert and Lochgilphead
Regeneration Fund.

ii) Delegated authority be afforded to the Executive Director with
responsibility for Development and Economic Growth to deal
with administration of the grant.

40 DETAIL
Background
4.1  The Tarbert and Lochgilphead Regeneration Fund was announced in 2016 with

an allocation of £3m capital funds to support regeneration and economic
development within the communities of Lochgilphead, Ardrishaig and Tarbert.
The criteria for awarding funding were agreed by Policy and Resources
Committee at its meeting of 12 May 2016 and during 2016, a long list of 42
projects were identified utilising community consultation reports and



4.2

discussions with local community groups. A scored assessment of these
projects was undertaken to create a shortlist of projects.

At its meeting of 7 December 2016, Area Committee agreed to the shortlist of
11 projects which progressed to outline business case stage. Following
assessment of the Outline Business Cases, a further report was presented to
Area Committee. On 6 September 2017, the final 6 projects were agreed by
Area Committee as follows and full business cases, followed by delivery of the
projects, has been ongoing:

Project Project Lead /Allocation [Status
Ref. organisation
Top scoring project from each community
Gleaner Oil Site, Ardrishaig [Scottish £250,000 |Complete
(Phase 1) Canals
LA17
Gleaner Oil Site, Ardrishaig £250,000
(Phase 2)
LA10 |Lochgilphead Front Green froviland - £1,420,000 [Complete
Bute Council
Harbour facilities, Tarbert — [Tarbert £125,000 |Complete
Stages 1-4-onshore facilities [Harbour
11 Authorit
Harbour facilities, Tarbert — Htnorty £105,000 |Complete
car parking
Second scoring project from each community
Ardrishaig North Public Argyll and £330,000 |Complete
LA13 .
Realm Improvements Bute Council
. Argyll and £110,000 |Complete
LA11  |Argyll Street, Lochgilphead Bute Council
Barmore Road (A83)/Garvel |Argyll and £410,000 |Complete
T02 Road junction improvement, Bute Council
Tarbert

This decision was ratified by Policy and Resources Committee on 19 October

2017. It was noted in the report that full business cases for each of the
projects will be submitted for consideration by committee as they become
available as each of the projects would develop at a different pace. The
agreed projects included an allocation of up to £500,000 for the former

Gleaner Qil Depot site in Ardrishaig to be split with £250,000 identified for the

second phase of works.
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The first phase of the Gleaner project was completed in 2019 with delivery of
the Egg Shed facility, public realm and parking works in Ardrishaig. As noted
above, all projects have now been completed except for the final grant
allocation in favour of the former Gleaner Oil Depot Site.

At the time the Outline Business Case was prepared, several options were
being considered for the wider site, but it was not specific about what might
come forward. It was, however, envisaged that future works would include the
regeneration of the remaining areas of the site not included within Phase 1
works (i.e. the Egg Shed and associated public realm improvements). This
aligned with the identification of full-site regeneration as a key priority
identified during 2016 community consultation. There was a desire to see the
whole site brought back into productive use and for it to make a positive
contribution to the Ardrishaig waterfront. To support this ongoing
regeneration, an allocation of the funding was set aside to support a second
phase of work, with a maximum of £250,000 allocated for each of the phases.

Project Proposal

For this second phase of regeneration works Scottish Canals, the landowner, will
work in partnership with Spectrum Spirits Limited to deliver the regeneration of
both the former Gleaner site and the adjacent Pier Square. Phase 2 will develop
the site into a craft whisky distillery with visitor facilities, to be operated by
Spectrum, including courtyard, viewing terrace, tasting spaces and
accommodation.

The proposal, which is the subject of this funding proposal, will redevelop the
northern section of the former Gleaner Oil Depot to accommodate the craft
distillery building, office accommodation and servicing facilities. Situated
adjacent to Pier Square, this part of the site forms part of the Crinan Canal
terminus, an important landmark in the heart of Mid Argyll. The redevelopment
project aims to deliver not only a craft distillery, with associated facilities, but
also support the existing restaurant and proposed accommodation at Pier
Square to provide an attractive destination for both residents and visitors. The
Phase 2 works will bring 0.37 hectares of the former Gleaner Qil site back into
use. The works include.

e Site remediation.

e New distillery building including a showcase cask warehouse, office
accommodation and tasting rooms, service yard and parking;

e Removal of existing derelict office building at former entrance to site;

e Repurposing of the existing Egg Shed to include a distillery visitor
reception;

e External works — including a landscaped waterfront courtyard space with
adjacent greenhouse utilised for growing botanicals for use in the
distillery, and an upgrade and extension of existing parking.
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The project is expected to deliver:

o 1 craft distillery;

e Remediation of part of a currently vacant/underused site including
demolition of the roadside former office building;

e Additional public and staff parking provision;

e Support to 20FTE construction phase jobs and an estimated 15FTE jobs
during operation.

e Attract circa 15,000 visitors per annum.

e Support several supply chain businesses both locally and across a wider
area,

e To act as a catalyst for redevelopment of the neighbouring sites including
Pier Square and the wider regeneration of this part of the Crinan Canal.

Further information about the redevelopment proposals is contained within
Appendix 1 and sample images of the project contained in Appendix 2.

Assessment of Full Business Case

To assist in the assessment of this project, the council’s Finance Team have
undertaken an assessment of the Full Business Case (FBC) provided by
Scottish Canals as below.

Scope — The FBC sets out a proposal for the Council to provide a grant of
£250,000 to Scottish Canals to support site preparation work for development.
While the report includes a summary of the overall capital costs for the wider
project, these are not Council capital costs, and the full business plan for the
creation of a distillery is not presented for review.

4.10 Finance comments:

. The distillery project was short-listed almost 10 years ago now and the
regulatory environment continues to change, particularly around
transparency. Although the Council has not reached the effective date
(1 April 2026) of its ‘Follow the Public Pound’ policy, we should seek to
ensure good levels of transparency around the grant funding.

= Please see above for details of the shortlisting process, this
considered the potential projects and although it did not consider
the financial position of any potential grantees Scottish Canals,
as a public body, is considered an appropriate organisation to
award a grant to.

o The £250,000 is intended to fund remediation of land that the Council
does not own and so, if the distillery project fails, the Council could have
issued the funding without the development objectives being achieved.

= Grant conditions will be put in place with staged payments such
that the Council’s position will be protected as far as possible,
grant payments will only be made once expenditure has occurred
and a proportional intervention rate will be set to ensure that
Council funding is distributed as the construction works progress.



o Council funding is from an earmarked reserve held for distribution of the
Tarbert and Lochgilphead Regeneration Fund.

4.11 As per the recommendation above, the project selection process has been
reviewed against the Following the Public Pound guidance which states that:

It is best practice for any decision to fund an external organisation to follow
an application process which is open, fair and transparent. Whilst a formal
application process was not undertaken, there was opportunity for all
community organisations operating within the three communities to put
forward their proposals onto the long list. In addition, the long list included
projects put forward because of consultation including the Rethink the Link
charrette in Lochgilphead and Ardrishaig, and the Tarbert and Skipness
Community Action Plan, both of which sought wide engagement of their
communities.

The decision to make an award should have a clear set of eligibility
criteria, and decisions to fund should be made after a clear evaluation
process. The criteria for awarding funding were agreed by Policy and
Resources Committee at the start of project identification and at each
stage projects were assessed against set criteria. The final stage of
assessment is the consideration of a full business case. Reviewing the
current proposal against the criteria, it is felt that it continues to support the
objectives to create jobs, grow the population and/or stimulate private
sector activity; support the delivery of the Single Outcome Agreement
(now replaced by the Argyll and Bute Outcome Improvement Plan); secure
match funding from partners; deliver economic and social outcomes for its
community; and contribute to overcoming barriers to economic growth and
sustaining prosperous communities.

Once a decision is made to offer funding or assistance in-kind, the
decision should be committed in writing by way of a relevant agreement. If
the committee is minded to approve the grant, then a grant agreement will
be put in place.

The Code also sets down a number of checks to be completed, and
should the grant be approved, we will proceed through these at the
relevant tier. For this reason, we are recommending that a delegated
authority is agreed to enable to the Executive Director with responsibility
for Development and Economic Growth, supported by the
Transformational Projects and Regeneration Team, to undertake all
necessary checks and put in place agreements as appropriate to ensure
appropriate governance arrangements are established.

4.12 Further assessment:

Policy Review — the project is in line with Council policy including supporting
the objectives of:

o The Local Outcome Improvement Plan which has community

wellbeing, is one of the key objectives. This project would bring back



into use an underdeveloped, brownfield site, creating new jobs,
bringing benefits for the local supply chain, and offering opportunities
to encourage tourists to stop in Ardrishaig. The wider project which
incorporates the use of the buildings around Pier Square has already
commenced with a restaurant opening back up in the Steamer
Terminal building and planning permission being sought for visitor
accommodation within the other buildings. These activities help to
support the local community as a vibrant place to live, work and visit,
helping to create a strong sense of place.

o The Economic Strategy supporting the four pillars of people, place,
planet and prosperity:

= People - The project would provide new job opportunities
within the Mid Argyll area, up to 15 full time equivalent posts,
as well as apprenticeship and training opportunities;

= Place - The project would build on the unique setting of
Ardrishaig to provide a bespoke, craft distillery in this
prominent waterside location. It would restart the distilling
industry which once existed in Ardrishaig, whilst building upon
the world renown whisky distilling regions of Islay and
Campbeltown - both accessed through Ardrishaig. If
progressed, the project would deliver inward private
investment and attract a new business to the area.

= Planet — The FBC indicates that the project aims to be carbon
neutral as well as embracing a circular economy to minimise
waste and recycle as much as possible onsite.

= Prosperity — The project has the potential to support key
economic sectors in Mid Argyll, both the food and drink and
tourism industries.

o Local Development Plan 2 — the site falls within the Ardrishaig Area
for Action within the Local Development Plan which indicates that the
area is suitable for redevelopment and environmental improvement.
The proposed project could help to deliver both of these.

Governance Review — Scottish Canals is a Scottish Public Body overseen
by Transport Scotland. Scottish Canals have been working with Spectrum
Spirits Limited to progress proposals for the redevelopment of the former
Gleaner site and if successful aim to put in place a long-term lease. For this
potential funding, it is proposed that our grant agreement be with Scottish
Canals as landowner for the site.

Financial Review — Capital costs for the project have been identified, and
a funding strategy has been developed. At the time of writing, work to secure
funding is ongoing, and final capital costs cannot be confirmed until a tender
exercise has been undertaken. No Council funding will be released until full



project funding has been secured, and construction is underway. In line with
standard practice, grants will only be paid out against receipted invoices.
For this project, it is proposed that payments are made at an agreed
intervention rate — proportionate to the Council’s grant contribution relative
to the overall project cost — allowing Council funds to be drawn down in
stages as the delivery progresses. Operation and maintenance of the
facility, once constructed, would be the responsibility of Spectrum Spirits
Limited while Scottish Canals will retain ownership of the land.

e Deliverability/Risk Review — The project will be taken forward by Spectrum
Spirits Limited, the operator, with the grant, if agreed by Area Committee,
administered to Scottish Canals. Spectrum Spirits Limited have appointed
an experienced design team to support the development of the distillery
proposals, and a planning application was submitted in January 2026. We
are advised that the founders of Spectrum Spirits Limited are highly
experienced individuals with extensive experience in the whisky, retail and
wholesale sectors, nevertheless, there remains several significant steps to
be completed before all necessary regulatory and financial approvals are in
place for the project to progress. Based on current indications, once the
project is ready to move into the delivery phase (anticipated for Autumn
2026), there will continue to be risks associated with construction activities
and subsequent operational phases. If delivery proceeds in line with the
FBC, the buildings on the site are expected to be operational by early 2028.
At this stage, the most significant risks relate to the funding and regulatory
consenting processes required to advance the project. Once these matters
are resolved, further risks will remain but can be managed and mitigated,
such as those associated with unforeseen site conditions. Wider market
factors could also impact the proposal. It should however be noted that there
are risks associated with the project not receiving Council funding. Failure
to confirm this funding could jeopardise the entire project as it is indicated
that funding is required to address some of the significant costs associated
with getting the site ready for redevelopment. Indirect negative impacts
could be felt in terms of a loss of potential income for the local economy.

e Operating business plan - No ongoing business plan has been provided
however Scottish Canals have indicated that the operational responsibility
will be passed to Spectrum Spirits Limited by way of a long-term lease.

413 Following this assessment, it is considered that overall, the impacts of the
project and the organisation’s governance, financial planning and project
planning are sufficient that the Council’s funding should be confirmed. Whilst
risks will remain, these will, where possible, be mitigated through appropriate
grant conditions or will be risks being borne by Scottish Canals as the
landowner and Spectrum Spirits Limited as the proposed operator.
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Funding allocation

The funding required for the delivery of the project is circa £8.75m with the
majority of this coming from private sector sources. Public funding of £1.45m
(including the £250,000 grant which is the subject of this report) is sought to
address the costs of remediation and making the site ready for development.
To date no funding has been confirmed.

The decision of the Mid Argyll, Kintyre and the Islands Committee in
September 2017 confirmed that a maximum contribution from the Council for
Phase 2 would be £250,000. Whilst there is limited detail within the FBC
about some of the financial and operational projections, it is considered that
the proposed project meets the criteria set for the Tarbert and Lochgilphead
Regeneration Fund and could offer a positive use for this site. It is therefore
proposed that the full allocation from the Tarbert and Lochgilphead
Regeneration Fund budget of £250,000 is awarded to the project. It is
recommended that delegated authority is given to the Executive Director with
responsibility for Development and Economic Growth to confirm the details of
the grant.

Grant agreement

If this funding request is confirmed by Committee, as indicated above a formal
Offer of Grant will be issued setting out the conditions which the funding can
be drawn down. These conditions will include statutory requirements relating
to Fair Work First, Subsidy Control and Procurement. No Council funds will be
released until the project is fully funded and delivery is underway. Payments
will be made against eligible costs at an agreed intervention rate and will be
released as the project advances. The Council’s Transformational Projects
and Regeneration Team will monitor and manage this process throughout
delivery.

CONCLUSION

Overall, whilst it has been some time since the project was selected, it is felt that
it remains a good fit with the fund objectives and that it was selected in an open,
fair and transparent way. If delivered as envisaged, the project would regenerate
a prominent waterfront site within Ardrishaig, supporting local jobs and key local
economic sectors. It is therefore recommended to endorse the assessment of
the full business case and confirm funding for this project. A grant agreement
will be put in place with mechanisms included to protect, as far as possible, the
funding being offered.

IMPLICATIONS

Policy - The project will support the overarching objective and long-term
outcomes of the council’s Corporate Plan 2025-2027, the Outcome
Improvement Plan, the Local Development Plan 2 and the Economic
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Strategy 2024-2034. It will deliver and complete the Tarbert and
Lochgilphead Regeneration Fund.

Financial - £250,000 grant contribution where Council funding will be matched
by investment from Spectrum Spirits Limited and Highlands and Islands
Enterprise. This funding was identified as part of the 2016/17 budget and
remains in reserved funds.

Legal — the support of legal services will be required in relation to the grant
contract to ensure that appropriate clauses are in place to protect the funding
as far as possible.

HR — the support of Finance Services will be required.
Customer Service — no implications anticipated.

Risk - There is a significant risk around delivery of the project including the need
for regulatory consents and securing the necessary funding. Other risks
include unexpected site conditions, lack of capacity in services and
flooding. There are also risks should the funding not be granted and the
project not to proceed, these relate to further decline of the site,
redevelopment costs to escalate in future, failure to continue Ardrishaig
regeneration and loss of reputation for Scottish Canals and Argyll and
Bute Council.

Climate Change - The project will have an impact on climate change however
it aims to ensure all business areas are carbon free from the outset by
utilising energy from renewable sources. Energy efficiency across the
entire process will be maximised to ensure as much energy is recycled
and waste is minimised as possible.

Fairer Scotland Duty — Fair work first conditions will require to be placed on
the grant offer.

Equalities — protected characteristics — no implications anticipated.
Consumer Duty — no implications anticipated.
Islands — no implications anticipated.

Children’s Rights and Wellbeing — no implications anticipated.

Kirsty Flanagan, Executive Director with responsibility for Development and

Economic Growth

Councillor Jim Lynch Policy Lead for Economic Development, Housing,

Communities and Islands

17 February 2026



For further information contact:

Anna Watkiss, Senior Development Officer
Anna.Watkiss@argyll-bute.gov.uk

APPENDICES
Appendix 1: Former Gleaner Qil Site Distillery Full Business Case

Appendix 2: Sample Images of proposed redevelopment
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