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EXECUTIVE SUMMARY

The Rural Growth Deal (RGD) Full Deal Agreement was signed on 10th March
2025 by the Depute First Minister, Secretary for State for Scotland and the
Council Leader. The RGD will deliver £50m of investment from the Scottish and
UK Governments for projects that are a driver for inclusive and transformational
economic growth across the region. The Council and key delivery partners will
also provide a minimum of £20m of match funding throughout the 10-year Deal
programme.

The RGD is now in the 2" year of delivery, and this report provides an update
on programme progress and draw down of funding to date.

Rothesay Pavilion is the only RGD project currently in delivery and this project
was allocated £6M of funding in the 2025/26 financial year. This includes the
original £4M agreed for 2024/25 and £2M of additional funding secured due to
underspend on other RGD projects in 2025/26. The project has a total RGD
allocation of £9 million. The Rothesay Pavilion Full Business Case (FBC) is
currently conditionally endorsed by Central Government, with the Council and
key stakeholders working through the agreed Action Plan to secure full
endorsement.

Full drawdown of the £9M committed will not be possible until the Full
Business Case is fully endorsed by Central Government. The RGD financial
profiling includes £800k of project funding profiled in FY26/27 for Rothesay
Pavilion and it has been agreed that this will be held until such time as the
FBC is fully endorsed. Therefore, until such time as the FBC is fully endorsed,
the maximum available RGD funding which can be drawn down for the project
is £8.2m. It is hoped to secure full endorsement of the Rothesay Pavilion
FBC early in the 2026/27 financial year.

It should be noted that no Rural Growth Deal funding can be drawn down in
advance of endorsement of Full Business Cases by Central Government.
This process can take up to 9 months to complete and requires RGD partners
to commit project development funding at risk. There remains a risk of
abortive development costs if projects do not progress beyond Full Business
Case. Any deviation to the Full Deal Agreement requires ministerial approval
as part of the change protocols agreed at Full Deal signing.
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All costs incurred in advance of endorsement are at the risk to the Council
and/or key delivery partners. This can result in cash-flow issues for project
partners who are unable to fund pre-construction activities at risk.

Members are asked to note the likelihood of future requests from external
delivery partners for cashflow support to fund development costs on RGD
projects. Any such requests will require approval of the Policy and Resources
Committee.

RECOMMENDATIONS
The Policy and Resources Committee are asked to:-

a) Note the programme and project updates provided within this report.
b) Agree that requests by external partners for cashflow support will be
brought back to future meetings of the Policy & Resources Committee.
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INTRODUCTION

The Rural Growth Deal Full Deal Agreement was signed on 10th March 2025 by
the Deputy First Minister, Secretary for State for Scotland and the Council
Leader. The RGD will deliver £50m of investment from the Scottish and UK
Governments for projects that are a driver for inclusive and transformational
economic growth across the region. The Council and key delivery partners will
also provide a minimum of £20m of match funding throughout the 10-year Deal
programme.

The RGD is now in the 2" year of delivery, and this report provides an update
on progress with the programme and draw down of funding to date.

RECOMMENDATIONS

The Policy and Resources Committee are asked to:-

a) Note the programme and project updates provided within this report.
b) Agree that requests by external partners for cashflow support will be brought
back to future meetings of the Policy & Resources Committee.

DETAIL

The majority of RGD projects now have approved Outline Business Cases and
several projects have Full Business Cases in the process of being considered
by Central Government. It should be noted that no Rural Growth Deal funding
can be drawn down in advance of endorsement of full business cases by
Central Government.

Rothesay Pavilion is the only RGD project currently in delivery and was
allocated £6M of funding in the 2025/26 financial year. This includes the original
allocation of £4M, and £2M of additional funding due to underspend on other
RGD projects this financial year. The total RGD allocation for this project is £9m.
Members are asked to note that the Rothesay Pavilion Full Business Case is
currently conditionally endorsed by Central Government. The Council and key
stakeholders are working to address key actions agreed in the Action Plan in
order to secure full endorsement of the FBC from Central Government.
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Full drawdown of the £9M committed will not be possible until the Full Business
Case (FBC) is fully endorsed by Central Government. The RGD financial
profiling includes £800k of project funding profiled in FY26/27 for Rothesay
Pavilion and it has been agreed that this will be held until such time as the FBC
is fully endorsed. Therefore, until such time as the FBC is fully endorsed, the
maximum available RGD funding which can be drawn down for the project is
£8.2m. Itis hoped to secure full endorsement of the Rothesay Pavilion FBC
early in the 2026/27 financial year.

It should be noted that no Rural Growth Deal funding can be drawn down in
advance of endorsement of full business cases by Central Government. This
process can take up to 9 months to complete and requires RGD partners to
commit project development funding at risk. Members are asked to note that
there remains a risk of abortive development costs if projects do not progress
beyond Full Business Case. Any deviation to the Full Deal Agreement requires
ministerial approval as part of the change protocol agreed at Full Deal signing.

As previously advised to Members, there is a significant amount of project
development work necessary to complete Treasury Five Case compliant FBCs.
This includes detailed design, construction tenders and statutory consents. In
order to develop FBCs the following milestones should be completed:

e Design to RIBA Stage 4 (Technical Design);

e All consents should be approved (including Planning, Building Warrant
etc.);

e Procurement — costs in the FBC should be based on a tendering
exercise;

e Match funding — must be identified & approved by funders;

e Any Legal agreements between the Council and Partners should be
finalised:;

e Carbon Impact Assessments finalised;

e Equalities Impact Assessments finalised,;

e Programme of works agreed.

As a general estimate, 10%-15% of project capital budgets requires to be
allocated for pre-construction development costs.

Business Case and Project Progress

The majority of projects in the RGD programme now have at least an
endorsed Outline Business Case (OBC). Some projects have FBC’s currently
progressing through the approval process with Central Government. Table 1
below provides an update of the current status of projects within the RGD
programme:-



Table 1 : RGD Project Update

Project

Funding
Allocation

Progress Update

Rothesay Pavilion

Capital

£9m

Revenue

£0

The RGD PMO and Project Team are working
towards getting to a position where the FBC can be
fully endorsed within 2026. Construction is
programmed to complete in November 2026, and
should the FBC be fully endorsed, a full drawdown
of the remaining £2.2m is considered achievable.

The RGD PMO note that should the FBC not be fully
endorsed within 2026/27, £800k of funding will
continue to be held, pending full endorsement.

Kintyre Seasports

Capital

£2m

Revenue

£0

This project was recently awarded £800k of funding
from the Scottish Government’'s RCGF programme.
This funding will enable detailed design to
commence on the preferred option.

The project did not drawdown its allocation of £1m
in FY25/26 due to an estimated funding gap for the
preferred option. Funding has subsequently been
requested and confirmed from the SG’'s RCGF
programme which will enable the next stages of
design and procurement to be progressed

In the Biannual Forecast return, a forecast
drawdown of £250k has been requested for
FY26/27. This is based on the premise that the
project moves to next stages of design,
procurement, and a construction start date of
January 2027 is achieved. The £250k is based on
spend incurred on design and consents, with a small
amount of construction spend.

A consultant has been appointed to undertake the
FBC, with a first draft FBC under review.
Procurement documents have also been drafted
with tenders scheduled to be published in June
2026.

Creating a Low
Carbon Economy

Capital

£3m

Revenue

£0

This project remains at options appraisal stage and
does not currently have an approved OBC. The
RGD PMO continue to work with colleagues to
consider options for funding including:-

e Solar farm at Kilmory Estate;
e Local heat network — Islay;
e Community energy projects.




RSAP - STEM Hub | Capital The Business Justification Case (BJC) for the
South (Dunoon) project was submitted to Government for review on
18th February 2026.
£1.75m Construction is programmed to take place across
the school summer holidays in 2026, therefore it is
anticipated that should the BJC be endorsed, the
project will drawdown its full capital allocation.
Revenue In terms of the revenue funding, this will also be
achievable, with 2 members of staff being recruited
to support the opening of the STEM Hub in
September 2026. Job descriptions have already
£750K been drafted, with the team aiming to advertise the
posts in June 2026, to ensure that staff are ready to
resource the new STEM Hub.
RSAP - SAMS Capital Argyll and Bute Council have agreed to award
STEM Hub North £80,000 of Crown Estates Scotland funding to
SAMS to support project and design development
costs for the STEM Hub. This will allow SAMS to
£1.75m progress the STEM Hub.
Therefore, capital funding has been moved to
2027/28, with revenue funding reprofiled
Revenue accordingly.
£750K
RSAP - Business Capital This project is a revenue project and is managed by
Skills & Leadership | £0m Highlands and Islands Enterprise. The project has
Programme Revenue three strands of delivery:
£500K e Young and Emerging Leaders

e Leadership for Growth
e Leadership Mentoring

The business justification for this project was
endorsed by Central Government in April 2026
enabling this project to move into delivery.

HIE have a tender underway to appoint a supplier to
run the Programme, and it is anticipated that the
contract will be awarded by 21% April 26. Draw
down of RGD funding is profiled to commence in
2026/27, and run for the next 5 years.

The Council are in the process of finalising funding
agreements with HIE.




Enabling Worker Capital The project team are currently working to progress a
Accommodation — tender to appoint a design and build contractor to
Isle of Mull build the housing. It is currently anticipated that this
contractor will be appointed in August 2026.
£1.5m _
A consultant has been appointed to undertake the
FBC, however there are still several issues to be
resolved, prior to an FBC being drafted. This
Revenue includes finalising the operating model and business
plan for the accommodation operator.
This project has been allocated a further £1m of
funding via the Community Regeneration
£0 Partnership Programme.
Building our Island | Capital This project does not currently have an approved
Communities — Isle OBC and there continues to be dialogue over the
of Islay preferred site and delivery models. The Council are
£1.5m currently engaging with ACHA around delivery of
housing on the Bowmore Masterplan site. The
Killarow Housing site is also an option being
considered for RGD funding. Community
Revenue | pooeneration Partnership (£2m) funding has also
been allocated.
£0
Marine Aquaculture | Capital The Marine Aquaculture Programme (MAP) is
Programme currently going through a Change Request which
has not yet been agreed by Government. Further
£15m details are set out in paragraph 4.8. It is anticipated
that the Marine Aquaculture Programme will include
the following projects: -
Revenue e SAMS Centre for Seaweed & Shellfish
Innovation and Development;
e Machrihanish Innovation Campus;
£0 e Maritime Skills Excellence Programme.
Clyde Engineering | Capital The UK Government announced a further £5m of
and Innovation funding for the project via the Scottish Defence
Centre (CEIC) Growth Deal. This was announced on 12" March
£7m 2026.
At this time, it is estimated that the funds will need to
Revenue be spent by 315t March 2031.

The project team are now working to commission




£0 further flood risk and design works on the preferred
site at Colgrain, in advance of progressing the FBC.
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Members are asked to note that a change request was submitted to Central
Government in December 2025 requesting amendments to the projects agreed
as part of the Marine Aquaculture Programme (MAP) at Full Deal signing. This
request proposes several changes to the MAP, specifically:-

e Remove the Marine Industry Training Centre (MITC) project from the
Marine Aquaculture Programme;

e Provide additional funding to the University of Stirling (UoS)’s
Machrihanish Innovation Campus and the Scottish Assocation for
Marine Science (SAMS) Centre for Seaweed and Shellfish Innovation
and Development (C-SSIDe) to enhance both projects delivery of
marine skills and training;

¢ Include a new element, the Marine Skills Excellence programme to
address skills delivery challenges in Argyll and Bute;

The main reason for this change request is a decision by UHI Argyll not to
progress with the MITC project. They have cited concerns with the viability of
the facility and the ongoing operating costs as prohibitive factors. The preferred
option of the other MAP stakeholders is to embed skills delivery within the
SAMS and University of Stirling projects, alongside the creation of a Marine
Skills Excellence programme.

The Marine Skills Excellence programme will co-ordinate and support
development of vocational and workplace learning (CPD) and further education
opportunities in the blue economy and marine sectors, with a key role acting as
a bridge between demand (employers, industry bodies) and supply (e.g. UHI
Argyll, SAMS, UoS, private training providers) to ensure that skills development
aligns with regional priorities and opportunities.

Central Government provided initial feedback on the change request and this is
currently being addressed by MAP stakeholders. A revised change request will
be re-submitted in due course.

Financial Monitoring and Audit

The Rural Growth Deal is subject to robust financial monitoring and regular
spend profiling from Central Government. Further detail is set out in the
Financial Plan for the programme which was agreed at Full Deal signing.

Table 2, provides a summary of the RGD reporting requirements as agreed with
Central Government at deal signing: -




Table 2: RGD Reporting Requirements

Required Reporting Responsible
Annually Annual Performance Report PMO
Annual Conversation PMO
Internal &

Programme Board
Project Leads

Benefits Realisation Plan PMO
Project Leads
Statement of Compliance Section 95 Officer
PMO
Implementation Plan PMO
Bi-Annually | Bi-Annual Financial Forecast PMO
Quarterly Grant Claim PMO
Project Leads
Finance

Section 95 Officer

Quarterly Performance Report | PMO
Project Leads

Quarterly Meeting PMO
Monthly Monthly Financial Forecast PMO
Project Leads
Finance

Members are asked to note that the first Annual Conversation for the RGD is
scheduled for 30" April at Kilmory. The Annual Conversation includes
Government Growth Deal leads, representatives from the Scottish City Region
and Growth Deal Delivery Board, Council Growth Deal leads and key delivery
partners. The Annual conversation presents an opportunity to reflect and work
through any concerns that Regional Partners and Governments have about the
implementation of the Rural Growth Deal Programme and the ambitions for the
deal going forward. The Annual report will inform the Annual Conversation and
requires to be finalised following the event in April. This will be published on the
Council's RGD webpage following approval of the RGD Programme Board.

The Policy and Resources Committee are also asked to note that as part of the
2025/2026 Internal Audit Plan, the RGD PMO is scheduled to be audited in Q4
of the 2025/26 financial year. The outline scope as agreed by the Audit &
Scrutiny Committee is to review, assess and determine if expenditure is in
accordance with the funding agreement and that appropriate records are kept to
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support claims. The RGD PMO are currently assisting colleagues in the
Council’s Internal Audit Team to compile the documentation necessary for audit
purposes. Any recommendations arising from this audit will be reported in future
RGD update reports.

The latest Bi-annual Forecast was submitted to Central Government on the 27t
February 2026. This sets out anticipated capital and revenue expenditure
profiles for the remainder of the RGD programme (2026/27 — 2034/35). A
summary of the forecast profiling for future RGD grant draw down is included in
Appendix 1 of this report.

CASHFLOW SUPPORT

The pre-development work necessary to inform Full Business Cases includes
detailed design, procurement, site investigation works and statutory consents.
Rural Growth Deal funds only become available for drawdown from Central
Government, when a project has an endorsed Full Business Case. All costs
incurred in advance of endorsement are at the risk to the Council and/or key
delivery partners. This can result in cash-flow issues for project partners who
are unable to fund pre-construction activities at risk.

The Policy and Resources Committee on 5 December 2024 agreed the
following:

e Council sets aside a fund from the Priorities Investment Fund to the value
of £0.700m that can pay for the development costs for Council projects
on the basis that all will be paid back by the end of Year 10.

¢ Any cash flow funding requests for projects led by external partners will
be brought to P&R for approval as and when a request for funding is
made and considered on a case-by-case basis.

e Delegated authority to the Internal Programme Board (Chief Executive
and Executive Directors) to approve pre-development funding requests
relating to Council led projects up to a threshold of £250k per project from
the new Fund.

The Policy and Resources Committee also agreed the following on the 21st
August 2025:-

e Agree that the Council increases the amount set aside from the Priorities
Investment Fund from £0.700m to £0.850m to cash flow the development
costs for the Council. This cash flow support will be fully paid back by the
end of Year 10.

e Delegate to the Internal Programme Board (Chief Executive and
Executive Directors), in consultation with the Leader and Depute Leaders
to approve pre-development funding requests relating to Council led
projects up to a maximum threshold of 15% of each project, subject to
there being sufficient cash flow available. (This is an increase to the
£0.250m threshold agreed in December 2024.)
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The RGD PMO have recently been advised that SAMS are likely to seek
cashflow support of up to £650k to cashflow the procurement of design work
relating to SAMS projects under the Rural Growth. SAMS biggest cashflow
pressure relate to the proposed Centre for Seaweed and Shellfish Innovation
project. Members are asked to note that in February 2026 the P&R Committee
approved grant funding of £80k to SAMS from the Council’'s Crown Estates
allocation to support project development activities relating to their STEM Hub
North project. This funding will reduce the overall level of cashflow support
being sought by SAMS however, doesn’t reduce the requirement for support on
the Centre for Shellfish and Seaweed Innovation project.

The RGD PMO are working with SAMS to clarify the level of cashflow support
necessary and confirm a proposed programme of works which will dictate when
the key cashflow pressures are likely to occur. Following this, a formal request
for funding support will be brought back to a future P&R Committee in line with
the decision approved in December 2024.

CONCLUSION

The Rural Growth Deal programme is now in the 2" year of delivery and the
total sum claimed in the 2025/26 financial year will be £6m. All RGD funding
claimed to date relates to the Rothesay Pavilion project which is scheduled for
completion in 2027.

Rural Growth Deal funding cannot be drawn down in advance of endorsement
of full business cases by Central Government. This process can take up to 9
months to complete and requires RGD partners to commit project development
funding at risk. It is considered that a number of delivery partners will require
cashflow support to enable project development work on RGD funded projects
to be progressed.

The RGD Programme is subject to robust monitoring and financial reporting
from Central Government. The first Annual Conversation since Full Deal signing
is scheduled for the 30" April 2026 at Kilmory. Anticipated funding draw down
profiles for future years of the RGD Programme are included in Appendix 1 of
this report. These are projections and exact figures are likely to change as
business cases and project development works are progressed.

Members are asked to note that the RGD PMO will be audited by the Council’s
Internal Audit Team in FQ4 of 2025/26. Any recommendations arising from this
audit will be reported to the P&R Committee as part of the next RGD update
report.

IMPLICATIONS
Policy — The RGD is consistent with the Council’s Economic Strategy.

Financial — RGD Projects require a level of upfront spend at risk to allow
project development to progress. There is a risk that where projects do not
proceed, the Council and/or external partners will have to absorb incurred
spend on project development costs via the Priority Investment Fund.



8.3 Legal — Legal will be required to draft funding agreements with all external
RGD Partners.

8.4 HR - A Programme Management Office has been established to oversee the
delivery of the RGD programme.

8.5 Customer Service: None.

8.6  Risk: Risk of abortive spend for any costs incurred prior to FBC endorsements
by Central Government.

8.7 Climate Change: Carbon management plans are required for all RGD projects
detailing how whole life carbon emissions will be managed.

8.8  Fairer Scotland Duty: Required as part of Business Case process.

8.9 Equalities - protected characteristics - Equality Impact Assessments are
required for all RGD projects.

8.10 Customer Duty — None at present.

8.11 Island Communities: Several RGD projects will directly benefit island
communities.

8.12 Childrens rights and wellbeing — None at present.

Kirsty Flanagan Executive Director with responsibility for Development and
Economic Growth

Council Leader: Councillor Jim Lynch
21 April 2026
For further information contact:

Fergus Murray, Head of Development and Economic Growth
Fergus.Murray@argyll-bute.gov.uk

Jonathan Welch, Transformational Projects & Regeneration Manager
Jonathan.Welch@argyll-bute.gov.uk

Aileen Semple, Rural Growth Deal Project Officer
Aileen.Semple@argyll-bute.gov.uk

APPENDICES

Appendix 1: Bi-Annual Forecast Summary
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Appendix 1: Bi-Annual Forecast Summary

CAPITAL

Actual

Forecast

Forecast

Forecast

Forecast

Forecast

Forecast

Forecast

Forecast

Forecast

Forecast

Project

2024-25

2025-26

2026-27

2027-28

2028-29

2029-30

2030-31

2031-32

2032-33

2033-34

2034-35

Total

Rothesay
Pavilion

£808,069

£6,000,000

£2,191,931

™

9,000,000

Kintyre
Seasports

£ 250,000

£1,750,000

£ 2,000,000

Creating a Low
Carbon Economy

£1,500,000

£1,500,000

£ 3,000,000

RSAP - Dunoon
STEM Hub

£1,750,000

£ 1,750,000

RSAP - SAMS
STEM Hub

£1,750,000

£ 1,750,000

RSAP - UHI
Argyll College

£1,500,000

£ 1,500,000

Building our
Island
Communities

£ 1,500,000

£ 1,500,000

Enabling Worker
Accommodation

£ 500,000

£1,000,000

£ 1,500,000

Clyde
Engineering and
Innovation
Cluster

£ 1,500,000

£1,500,000

£1,500,000

£ 2,500,000

£ 7,000,000

West Coast UAV
Logistics and
Training Hub

£2,000,000

£2,000,000

£ 4,000,000

Machrihanish
Innovation
Campus

£ 280,000

£ 3,560,000

£1,330,000

£ 5,170,000

SAMS Centre for
Seaweed &
Shellfish

£ 900,000

£ 5,947,500

£1,982,500

£ 8,830,000

Marine Skills
Excellence

£ 166,666

£ 166,666

£ 166,668

£ 500,000

£ 808,069

£6,000,000

£ 4,691,931

£ 5,400,000

£7,894,166

£ 8,709,166

£ 2,996,668

£ 4,000,000

£ 3,500,000

£ 3,500,000

£ 47,500,000




REVENUE

Actual Forecast Forecast Forecast | Forecast | Forecast | Forecast | Forecast Forecast | Forecast Forecast
Project 2024-25 | 2025-26 | 2026-27 | 2027-28 | 2028-29 | 2029-30 | 2030-31 | 2031-32 | 2032-33 | 2033-34 | 2034-35 | Total
RSAP -
Business 70,000 89,950 89,950 126,000 | 124,100 500,000
Skills
RSAP -
Dunoon 93,750 93,750 93,750 93,750 93,750 93,750 93,750 93,750 750,000
STEM Hub
RSAP -
SAMS STEM 107,142 107,143 | 107,143 | 107,143 | 107,143 107,143 107,143 750,000
Hub
Marine Skills
Excellence 75,000 75,000 75,000 75,000 300,000
SAMS
Centre for 20,000 40,000 40,000 100,000
Seaweed &
Shellfish
Machrihanish
Innovation 20,000 40,000 40,000 100,000
Campus

- - 163,750 385,842 | 425,843 | 481,893 | 439,993 | 200,893 200,893 200,893 - 2,500,000




