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Executive Summary

Overview
The delivery of a Tax Incremental Financing project (TIF) in Argyll & Bute seeks to enable the sustainable growth of Marine
Science, Marine Tourism, Aquaculture, Renewable Energy and the wider economy in the Oban and Lorn area and beyond.
Through discussion with key national and local partners and stakeholders and a review of studies recently completed, and
ongoing in the area, there is a clear, viable and compelling case for implementing a programme of strategic infrastructure
investment financed through TIF. These investments will help realise significant sustainable economic benefits for the Lorn Arc
area together with wider returns for Argyll and Bute Council, its residents, its businesses, its partners and for the national
economy.

Strategic Fit
The potential investments identified have been considered in the context of local and national policy and in relation to recent and
ongoing investment studies. The emerging Argyll and Bute Local Development Plan is seen as a key enabler for growth in the
area to 2024 and beyond and the TIF scheme is an essential means of supporting the delivery of the full potential of this strategic
vision for the area. The TIF scheme promotes the ambitions of The Scottish Government Economic Strategy (GES) in terms of
generating sustainable economic growth, delivering the GES targets and priorities and promoting industries in which Scotland
has competitive advantage.

Red Line Area
The Red Line proposed covers an
area defined largely by the Local
Development Plan search areas for
tourism and areas of impact relating
to renewable energy.
Given the physical and economic
geography of the area and that the
investments are related to unlocking
the development of a range of
industries the related benefits and
developments will occur over a wide
area.
The proposed focus of the short list
of investments is Oban Town Centre
and areas primarily to the North,
including Dunbeg, Connel and
Barcaldine. The defined area proposed for NDR capture has been considered in relation to the specific project location, their
markets and the resulting development potential. The risk to the national purse of this approach has been considered and is
considered to be minimal due to the relatively low level of population, business base, existing NDR (only 0.3% of the national
total) and potential deadweight.

The But-For Test
The consensus from the consultation process is that without the public sector TIF enabling investment there would be limited new
development in Oban over next 10-20 years: i.e. but-for TIF the anticipated outcomes would not occur or occur in the timeframes
and/or scale anticipated under the TIF proposals. Consultees drew attention to the constrained private and commercial
development delivery that has occurred in Oban over the past 20 years (during a period of significant economic growth),
particularly for commercial and industrial development from the private sector. Oban and Lorn contain considerable latent
potential to become an economic driver for Argyll and Bute and the wider West coast of Scotland. This potential has been held
back by a lack of suitable infrastructure capacity that the TIF scheme can help provide. It has also been noted that while many
projects currently being considered are in need of funding, the TIF investment will go much of the way to creating the right
investment environment thereby making the economics of development stack up and enabling the projects.
In addition to its core services, Argyll and Bute Council is committed to delivering a number of projects and programmes
reflecting regeneration and economic development needs across the region. The Council is not in a ready position to fund the
additional investments identified for TIF funding due to the current state of the economic environment and its impact upon public
sector budgets and spending. The Council has to find over £40M in savings over the next seven years which means that the
potential to borrow and invest additional capital in the Lorn Arc area and support the key growth sectors is limited without the TIF
scheme. The TIF scheme for the area is therefore seen as the only practicable means of generating significant growth through
infrastructure investment in the short, medium and long term. Therefore it is considered that the but-for test is satisfied.

The TIF Assets
The prioritised investments identified in road, port and enabling infrastructure outlined below will unlock and bring forward areas
2
of development and economic activity and will eventually support up to 630,000sqft (58,500m ) of commercial, business and
retail space, enable greater use of Oban Bay and Lorn area port facilities and help deliver over 1,000 residential units. These
developments are predicted to provide 1,330 net additional jobs at the Scotland level and could see significant spin off benefits in
the wider supply chain of supporting industries. This package of investments will facilitate a step change in the local economy
and make the Lorn area a growth pole for the West Coast of Scotland and contribute to the re-positioning of the Scottish
economy. Furthermore, the initiative will demonstrate the role that Scotland’s rural and Highland economy can play in this vital
repositioning of the national economy and its international competitiveness. The first TIF investment is expected to be in road and
gateway improvements at Dunbeg around September 2014.
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The Economics & Financials
The TIF assets enable the above private sector development which in turn creates additional income streams for the public
sector: NDR, port dues and additional parking fees. These are predicted to deliver up to £1.56M per annum over the 25 year TIF
term after applying a single displacement figure of 18.38%. These TIF income streams are predicted to pay off the prudential
borrowing costs within the 25yr life of the TIF agreement with potential for further capital investment in the region. The 6 year
debt tail will provide Argyll and Bute Council with additional funding through the retention of 50% of NDR and allow further
infrastructure and regeneration investments to be made. The sensitivity tests on the financial appraisal show the robustness of
the proposals and how positive and negative factors could affect the potential economic performance and that the risks of not
meeting the cost are reasonably limited. The Base economic / financial modelling outcomes and cash sweep payback chart are
shown below.
Economic Outcome Description
Gross Attributable Jobs
Estimated Deadweight Rate (Not applied)
Single Displacement Rate (Scottish Level)
Net Additional Jobs (Scottish Level)
Annual GVA
Construction Jobs
Construction GVA (One-Off)
Total Discounted GVA (25 Years @ 3.5%)
TIF Infrastructure Investment
Resulting Private Sector Investment
Private Sector Leverage (Excl. Housing)
Residential/Public Sector Investment
Type of Development
Retail
Specialist Business
General Business
O + M Bespoke
Hotel
Residential
Other NDR Uses
TOTAL

Amount of Devt.
11,148 sqm
10,219 sqm
27,870 sqm
9,290 sqm
323 rooms
753 units
Mix

Scale
1,250
12%
18.38%
1,330
£63.7m
1,000 PYEs/100 FTEs
£61.7m
£691m
£18.7m
£125m
£6.70
£87m
Job Density Rate
25 sqm / FTE
53 sqm / FTE
122 sqm / FTE
SPR Direct
3 rooms / FTE
0.5 units / FTE
Gross estimates

Gross Jobs (Attributable)
440
190
230
200
120
40
30
1,250

Risks & Management
The key project risks identified at this stage of the process relate to the private sector demand and development timescales
falling short of expectations resulting in upfront TIF infrastructure costs not being met by NDR and other income. Partnering
approaches to specific projects will be adopted and the ability to be flexible in scope delivery will enable Argyll and Bute Council
to be responsive to market demands and therefore maximise TIF impact and returns. A series of sensitivity tests to the financial
model have shown it to be robust against the key risks and it has been concluded that all of the risks identified at this stage are
understood to be either manageable or acceptable and should not impact the overall deliverability of the proposals. A robust risk
review, reporting and management process will be continued throughout the process and will seek to safeguard the benefits of
the investment while maximising the potential for additional economic returns both within the region and nationally.

The Way Forward
Assuming that Scottish Ministers approve the TIF proposals, Argyll and Bute Council will engage with strategic and local
stakeholders to refine and deliver the key infrastructure improvements with the First TIF Investment expected to be September
2014. The delivery of the TIF Assets will be completed through the council’s robust investment appraisal and management
process on a scheme by scheme basis. Formal reporting requirements are set out in the TIF Agreement and Argyll and Bute
Council are committed to delivering these through the TIF Executive (which has representatives from Argyll and Bute Council,
SFT and the Scottish Government).
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Introduction

1.1

Business Case Overview

This report and appendices set out the rationale and
supporting information for delivering key infrastructure
investments in the Lorn Arc area through Tax Incremental
Financing (TIF). The report seeks approval from Scottish
Ministers for Argyll & Bute Council to capture the incremental
NDR created as a result of the additional infrastructure
investment, enabled by TIF, which in turn is used to repay the
initial public sector funding/ borrowing used to fund the
enabling infrastructure.

1.2

Background

An initial proposal for developing a TIF business case for the
Oban area was submitted in August 2011 as part of the TIF
pilot project identification process. This resulted in the Argyll
and Bute TIF proposal being chosen to progress as one of six
pilot projects and to develop a supporting business case. The
initial submission referred to the Lorn Arc area which included
Oban and its hinterland. The key projects proposed as part of
the original submission to support regeneration in the area
were road network improvements to Lorn Rd / Kirk Rd at
Dunbeg and the extension of North Pier in Oban. As part of
developing a full business case the project has been through a
further process of prioritisation to identify those TIF enabling
assets which the Council believe will make the biggest
difference to the Lorn Arc area. This has included research and
consultation and led to the refinement of the final TIF
investment package now envisaged and presented within this
report. The Council believes this package of investments
provides a great opportunity for Argyll and Bute, and indeed
Scotland, to benefit from the economic growth and
regeneration that TIF can bring.
The TIF proposals aim to enable Argyll and Bute Council to
support the growth of Marine Science, Marine Tourism,
Aquaculture, Renewable Energy and the wider local economy
in and around the Oban and Lorn area – all of which have
positive economic and social impacts beyond the immediate
vicinity of the TIF investment assets. Through discussion with
key stakeholders and a review of other studies recently
completed and ongoing in the area this report sets out a list of
prioritised, strategic infrastructure investment which will help
realise tangible returns and benefits for Argyll and Bute
Council, its residents, its businesses, its partners and for the
wider national economy.

Lorn Arc TIF Business Case

1.3

Lorn Arc

Oban has been an important economic and social centre for
the Highlands and Islands for many years. With the town
recently celebrating its bi-centenary the Lorn Arc projects will
develop Oban, and the surrounding area, as an important
economic growth pole for the west coast of Scotland for the
coming decades. The investment will focus on developing the
full potential of the following industries: renewable energy;
marine sciences; tourism; manufacturing; transport and
communication; and food and drink, including aquaculture. The
TIF investments are also expected to encourage smaller
elements of retail development as the result of private sector
space coming forward.

Oban Bay – View to the West
Lorn Arc has been selected as the focus of infrastructure
investment to stimulate sustainable economic growth by
building on the area’s unique factors of competitive advantage;
including an outstanding natural environment, marine and wind
resources, world class research and transport connectivity.
Given the range of industries that will benefit from the
investment and the associated cumulative causation effect in
the local economy, the prospect of generating the additional
public sector revenues and meeting repayment requirements is
appreciably enhanced.
Economic data demonstrates that Oban is a vibrant economy
that has a key role in wealth creation for the west coast of
Scotland. The project fully aligns with Council and national
aspirations for Oban as detailed in the Argyll and Bute
Council’s Community Planning Partnership Single Outcome
Agreement, Economic Development Action Plan, Development
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Plan, emerging Local development Plan and Renewable
Energy Action Plan (jointly developed with Highlands and
Islands Enterprise). These documents integrate with other
ongoing initiatives and with national government aspirations as
set out in later chapters.
The preparation of this application has been developed in
conjunction with a range of internal and external stakeholders
in both the private and public sectors. The project builds on
previous and current work, such as the Oban Action Plan and
interim business case for the Oban CHORD regeneration
programme. The resource is available to progress the full TIF
business case and will be led by the Council’s Development
and Infrastructure Directorate.

1.4

Report Format

Following this chapter the report is set out as follows:
Chapter 2 – Context of the Scheme
Chapter 3 – Infrastructure Investment Plan & Prioritised Assets
Chapter 4 – Economic Analysis
Chapter 5 – Financial Analysis
Chapter 6 – Risk
Chapter 7 – Project Delivery & Governance
Chapter 8 – Next Steps
Appendices
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2

Context of the Scheme

2.1

Introduction

This Chapter sets out the strategic vision for the area, the
existing and emerging policy context, ongoing projects and
studies and describes how the proposed TIF agreement would
support, enhance and ultimately deliver much of the significant
potential which exists for economic growth.

2.2

Regeneration Vision

Oban's unique geographic location and function as "Gateway
to the Isles", combined with its marine resources, world class
research, transport connectivity, quality of the built and natural
environment and produce represent distinct factors of
economic advantage. However, as highlighted throughout this
report, investment in recent years to capitalise on the potential
has been constrained by a number of factors.
These sources of potential economic growth can create
employment and wealth across a range of industries including
renewable energy, marine sciences, tourism, manufacturing,
food and drink, transport and communication.

Lorn Arc TIF Business Case

Oban, Dunstaffnage, Dunbeg, North Connel and Barcaldine
area.
The provision of this infrastructure will reposition the wider
Oban economy in terms of a range of industries, including
renewable energy, tourism and marine sciences, and provide
significant additional economic activity at a local, regional and
national level. It is estimated that between 1,100 and 1,600
new jobs will be created by the investments and related
projects at the national level.

2.3

Investment Overview

To support the development of the key marine and tourist
industries a package of investment in the area has been
developed which targets both the direct improvements required
to facilitate the growth of the sectors and also looks at the
wider development of the community to make the area as
attractive as possible to inward investment and population
growth.

Oban has been an important economic and social centre for
the Highlands and Islands for many years. With the town
recently celebrating its bi-centenary the Lorn Arc project will
develop Oban, and the surrounding area, as an important
growth pole for the west coast of Scotland for the coming
decades.
Argyll and Bute Council’s bid for TIF relates to infrastructure
investment that will stimulate this economic development. This
complementary infrastructure will stimulate private sector
investment across the Lorn area: the improvement of port and
marine facilities will be a catalyst for the growth of the
renewables industry, marine tourism (including the cruise ship
market) and aquaculture; the road infrastructure and site
enabling works will allow development of industries relating to
the improved harbour facilities, Oban Airport and other key
investments at Dunbeg / Dunstaffnage, such as HIE’s
European Marine Science Park.
The project will also facilitate the development of other areas of
zoned industrial land e.g. Barcaldine (a location promoted by
Scottish Development International for the renewable energy
industry) and Oban airport.
This package of infrastructure provision has been named the
Lorn Arc and will aim to stimulate economic development in the
Lorn Arc – Core Investment Area
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The short list of options which is described in more detail later
in this document can broadly speaking be split into the
following groups
Port and Marine Improvements
-

Barcaldine access and port improvements

-

Oban Bay, North Pier extension and improvements

Road Infrastructure
-

Dunbeg area access and road improvements

-

Oban south improvements

Oban Airport
-

Inter-linkages of the Government Economic Strategy

Landside access and business park enablement

2.4

Strategic Fit - National Objectives

The potential investments outlined above and described more
fully later in this document have been considered in the context
of local and national policy and in relation recent and ongoing
investment studies. The emerging Local Development Plan is
seen as a key driver for growth in the area over the next few
years and the TIF scheme is a required means of supporting
the delivery of the full potential of this strategic land-use vision
for the area.

2.4.1

The Government Economic Strategy

The TIF scheme promotes the ambitions of The Government
Economic Strategy (GES) in terms of generating sustainable
economic growth, delivering the GES targets and priorities and
promoting industries in which Scotland has competitive
advantage.
The Scottish Government’s Economic Strategy states that:
‘By building a more dynamic and faster growing economy we
will increase prosperity, be better placed to tackle Scotland's
health and social challenges, and establish a fairer and more
equal society. Sustainability is vital if we are to nurture our
environment and ensure that future generations can enjoy a
better quality of life.
Scotland is a country rich in economic potential. Our people
are creative, ambitious and resilient and we are home to world
class entrepreneurs, scientists and engineers. It is vital that we
harvest the opportunities that this provides.’

The strategy document goes on to define the key priorities as
follows:
‘This update to the Government Economic Strategy gives clear
priority to accelerating economic recovery, with a range of
measures to tackle unemployment and promote employability.
We will focus our actions on six Strategic Priorities which will
drive sustainable economic growth and develop a more
resilient and adaptable economy.
Strategic Priorities
-

Supportive Business Environment;

-

Transition to a Low Carbon Economy;

-

Learning, Skills and Well-being;

-

Infrastructure Development and Place;

-

Effective Government; and

-

Equity.’

It is anticipated that by making the proposed TIF investments
the virtuous cycle noted in the diagram above will be created in
the Lorn Arc area and beyond. Infrastructure investment will
unlock economic growth in key sectors in which the area has
competitive advantage and this in turn will deliver the strategic
priorities and purpose targets of GES. The creation of a
virtuous cycle will promote job creation, positive demographic
change and further investment; thus engendering a process of
cumulative causation that will have demonstrable benefits at
the local and national levels.
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2.4.2

Highlands and Islands Enterprise – Operating Plan
2012-15

As the Scottish Government’s economic and community
development agency for north and west Scotland, HIE’s
purpose is to generate sustainable economic growth across the
area. HIE’s vision is of the Highlands and Islands as a highly
successful and competitive region in which increasing numbers
of people choose to live, work, study and invest.
To deliver this vision as part of the Government’s Economic
Strategy HIE pursues four priorities as set out in its Operating
Plan 2012-15:
-

Supporting businesses and social enterprises to shape and
realise their growth aspirations

-

Strengthening communities and fragile areas

-

Developing growth sectors, particularly distinctive regional
opportunities

-

Creating the conditions for a competitive and low carbon
region

Within the Strategy, seven sectors are identified as offering
particular opportunities for growth due to existing comparative
advantages or through the potential to capitalise upon
Scotland’s unique natural assets. The proposed Lorn Arc
developments have the potential to create conditions for strong
growth in each of these seven sectors
-

Energy

-

Life Sciences

-

Food and Drink

-

Creative Industries

-

Sustainable Tourism

-

Financial and Business Sectors

-

Universities

Lorn Arc TIF Business Case

Lorn Arc plans to put in place the infrastructure needed to
enable the expansion of Phases 2 and 3 of the new European
Marine Science Park at Dunbeg and realising the full potential
of Phase 1. The Science Park’s location adjacent to the
Scottish Association for Marine Science gives it a unique
advantage as new and expanding businesses can join an
outstanding marine community with over forty years of
academic and commercial expertise.

2.4.3

Draft Electricity Generation Policy Statement 2010

This report sets out the Scottish Government’s latest position
on the role of renewable electricity and fossil fuel thermal
generation (coal, gas, oil) in Scotland’s future energy mix. It
gives a clear view on the need for both rapid expansion of
renewable electricity across Scotland and the underlying
requirement for new efficient thermal capacity in this low
carbon generation portfolio. It is based on the latest research
studies on future energy supply, storage and demand, and
takes account of the changing policy context in Scotland, the
UK and the EU since National Planning Framework 2 was
published in June 2009.

HIE has been actively supporting business growth in the Oban
area for many years and over recent decades HIE has led
investment in enabling infrastructure at Glenshellach on the
outskirts of the town developing a successful industrial estate
and releasing land both for housing and for the relocation of
the hospital.

Policy Statement Drivers

A critical component of HIE’s sectoral development work is
collaborative working and to deliver its strategic ambitions HIE
is working closely with Argyll and Bute Council as part of the

-

Scottish Government electricity generation commitments:
The Scottish Government’s position on the role of thermal and
renewable electricity generation is given in the context of our
commitment:
To decarbonise Scotland’s electricity generation sector by
2030, in line with the recommendations of the Committee on
Climate Change.
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This statement on future electricity generation policy in
Scotland contains important links to other important transitional
low carbon outcomes for both renewable and waste heat.
Working to decarbonise electricity generation by 2030 is
entirely consistent with delivering our overarching climate
change obligations under the Act, and will be complemented by
moves towards the decarbonisation of the heat and transport
sectors and by addressing emissions from agriculture, land use
and forestry.
Our commitment to emissions reduction is also matched by our
commitment to:
-

ensure that Scotland continues to have a secure energy
supply throughout the transition to low carbon energy, and
to;

-

ensure that Scotland can maximise our economic benefit
and competitive advantage from the development of new
low carbon energy resources such as CCS, offshore wind,
marine energy, smart grids and offshore grids.

The Oban and Lorn area has the ability to play a major role in
supporting and being part of the way forward on electricity
innovation and generation. Through development of the
existing Marine Science assets, in particular supporting the
growth and success of the SAMS and EMSP facilities, and also
by providing the infrastructure and onshore facilities and
services to enable the growth of the off shore energy sites. The
TIF investment is seen as essential to take full benefit from
these opportunities.
2.4.4

2020 Routemap for Renewable Energy in Scotland

The Routemap for Renewable Energy in Scotland 2011 is an
update and extension to the Scottish Renewables Action Plan
2009. The original Renewables Action Plan set out short term
actions towards the delivery of 2020 targets for renewable
energy. This updated and expanded Routemap reflects the
challenge of our new target to meet an equivalent of 100%
demand for electricity from renewable energy by 2020, as well
as the target of 11% renewable heat.
In the context of this drive to support the development and
installation of renewable energy, the west coast off shore
search areas and the supporting on shore infrastructure will
become increasingly important over the next ten years. With
Oban well placed to support this drive for decarbonisation, the
ability to invest through the TIF scheme is seen as a key part of
making the area ready and available growth in this sector.

Lorn Arc TIF Business Case

2.4.5

National Renewables Infrastructure Plan

Scotland’s National Renewables Infrastructure Plan (N-RIP)
aims to support the development of a globally competitive
offshore renewable energy industry in Scotland by ensuring
that a range of appropriate sites are available in the right
locations to service this industry. As a catalyst to stimulate
private sector investment into Scottish ports and nearport
manufacturing locations for offshore wind turbines and related
developments, including test and demonstration activity, the
Scottish Government has made available the £70 million
National Renewable Infrastructure Fund (N-RIF), with the
overall aim of stimulating an offshore wind supply chain in
Scotland.

2.4.6

Scottish Development International – Scottish
Offshore Renewables Development Sites, West Coast
Clusters

This document refers to the N-RIP policy and plans and set out
further information on the potential sites for construction and
O+M relating the support of off-shore renewable. It is noted
that the MRC Barcaldine site is identified as follows:
‘The site at Barcaldine is located 19km (12 miles) north of
Oban, and is 10km (6 miles) north of Oban airport. Owned by
the Marine Resource Centre (MRC), the site has a range of
features which comprise industrial development potential, a
deep water pier, slipways, a high quality freshwater supply
(producing hydro-electric power), along with other existing
facilities and infrastructure.
Barcaldine’s connectivity with Oban and deepwater facilities,
linked to its laydown space, makes it particularly suited for
manufacturing and O&M. MRC has identified potential for
support to the offshore renewable sector primarily as a centre
for O&M, although the location and facilities may support the
initial development during construction (e.g. personnel
transportation, materials handling etc). The site presents a
diverse opportunity for industry and office capability to be
located on one coastal site with immediate waterside access.’
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MRC Barcaldine
As outlined earlier and described in more detail later in this
report improved road access to the Local Development Plan
sites and the MRC Barcaldine site has been included in the TIF
investment options. The potential to invest in the marine
infrastructure at Barcaldine has also been included but will
require further review and consultation with key partners as the
consideration of O+M sites in the area progresses, however,
we believe it has the potential to provide a first class facility
supporting the renewable industry based upon existing
information currently available, and hence its inclusion.

2.4.7

Lorn Arc TIF Business Case

-

Ensuring a viable and sustainable fishing industry;

-

Recognising the needs of, and opportunities presented by,
Scotland's sea ports;

-

Providing the framework within which marine-based
recreational activities like wildlife tourism and angling can
flourish;

-

Promoting thriving and safe coastal communities.

Underpinning all of this is the need to understand, mitigate and
adapt to the effects of climate change on the marine
environment. The seas also have a crucial role to play in
reducing greenhouse gas emissions, ensuring food security
and contributing to wider strategic aims and outcomes (for
example related to health and well-being).’

Marine Scotland Strategic Plan 2010 – 2013

Marine Scotland, is the directorate of Scottish Government
responsible for the integrated management of Scotland's seas.
Their role is to encourage all concerned with the marine
environment to work together towards agreed priorities and
outcomes: and to ensure complementary approaches so that
the impact of marine management activity across Scotland
exceeds the sum of its constituent parts.
With its Strategic Plan Marine Scotland set out the following
key points of their vision of What Success Will Look like;
-

‘Building the success of the sectors for which we have direct
responsibility to ensure sustainable economic growth, which
means:

-

Growing the overall economic value of the marine
environment in a sustainable way;

-

Making a big contribution to Scotland's renewable energy
targets;

-

Growing the value of the aquaculture sector, within
Scotland's marine 'carrying capacity';

Marine Scotland – What Success Will Look Like
It is clear that the vision and objectives set out by Marine
Scotland have numerous synergies with the vision for the Lorn
Arc area and investments and it is also apparent that the
strong link with the wider national objectives is maintained.

2.4.8

Tourism Scotland 2020

In the Scottish Tourism Alliance report published in June 2012
it is suggested that recent years have seen Scotland’s tourism
industry maintain its position as a key contributor to the
nation’s economy, generating an annual visitor spend in
excess of £4.5bn.
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It is, however, also noted that these same years have seen
visitor expectations grow ever more sophisticated with a shift
away from individual tourism attractions towards more rounded
experiences, delivered to a consistently high quality at each
point of the customer journey.
It is concluded in the report that the opportunity for Scotland, if
growth in the market is to be accelerated, is to improve the
industry as a whole and turn the nation’s many tourism assets
into quality, authentic visitor experiences.

Lorn Arc TIF Business Case

2.4.9

Scottish Tourism – The Next Decade

In the Scottish Executive publication produced in 2006 the
emerging trends and changes in tourism were outlined and a
number of observations were drawn on how Scotland might
capitalise on the major opportunities which tourism presents.
The report noted the following key statistics and emerging
trends:
‘The UK leisure tourism market (including Scots themselves
and people visiting friends and relatives (VFR)) is worth around
60% of total tourism revenues generated in Scotland; the VFR
component is around 7% of the total. This is increasingly a
short break market (average stay 3.6 nights).
The overseas leisure tourism market including VFR is worth
around 13% of total revenues (VFR component around 4%). It
sees a longer average stay (9.3 nights in Scotland) but short
breaks are increasingly popular.
UK and overseas business tourism is worth around 22% of
total tourism revenues (spend per night is twice that of leisure
visitors), with other tourism revenues accounting for the
remainder.
There’s increasingly strong competition in all of these revenue
segments. Leisure tourists (both from the UK and overseas)
are finding that traditional sun and sand destinations as well as
eastern European destinations are diversifying into cultural
tourism, while the capitals and secondary cities of the new EU
entrants offer novelty and low prices, increasingly with direct
access.
UK and overseas competition for business conferences is also
increasing; 35% of all international association conferences
held in the UK were hosted in Scotland in 2004, but this was
down from 38% in 2002-03 – so there’s a challenge here too.
Across the leisure tourism market, the following reasons to visit
(product segments) have been identified by VisitScotland as
meeting visitor demands while playing to Scotland’s strengths,
and are the primary focus for VisitScotland marketing activities:

Tourism Scotland 2020 – Overview
The proposed investment to improve marine and general
tourism and to facilitate development areas which include
tourism resort and facility potential will take forward many of
the core strategy actions identified and add to the overall
national appeal.

8

Argyll and Bute Council

Lorn Arc TIF Business Case

The Lorn Arc proposals to improve the transport infrastructure
surrounding the SAMS and EMRC facilities will support the
overall strategy of enhancing and promoting Scotland’s,
scientific research and development offer. Furthermore, the
wider area improvements which are aimed at business and
housing growth will help develop a community which can
attract and retain world class talent.

2.5

Strategic Fit - Argyll and Bute Council Objectives

The following information gives an overview of the key local
policy objectives which the TIF proposals support or enable.
Scottish Tourism – Reasons to visit
As identified in section 2.5, Tourism plays a major part in the
economy of the Oban and Lorn area and it is essential that this
market is maximised. The Oban and Lorn area can at present
tick all of the above reasons to visit and is therefore well placed
to take advantage of investment in key infrastructure to support
the growth of tourism in the local area and at the national level.

2.4.10 Science for Scotland (2008)
The Scottish Government vision is of a nation of world-class
scientific achievement, a magnet for talent and for investment,
a powerhouse of technology, innovation and enterprise,
increasing sustainable economic growth.
The Science for Scotland document outlines how science will
underpin Scotland's success as a nation and makes a number
of commitments focussed on:
-

Developing individuals - developing, attracting and retaining
skilled and talented people

-

Scientific research - maintaining and growing capacity for
world-class research

-

Economic and business demand - stimulating the cocreation and exploitation of knowledge for economic benefit;
closing the research and development funding gap between
the public and private sector and building product
development capacity

-

International - promoting the image of Scotland as a vibrant
centre of scientific excellence, enterprise and endeavour

-

Connections in Scotland and in Government - working
together more effectively to achieve our shared goals

2.5.1

Economic Development Plan 2010 to 2013

Argyll and Bute Council has developed a five-year Economic
Development Action Plan (EDAP)2013-2018 further to the
initial 2010-2013 EDAP , in order to focus the council’s
resources on the economic development activities that will
have the greatest beneficial impact on the sustainable
economic growth of its communities and Scotland as a whole.
Centred round the four key themes of ‘Competitive’, ‘
Connected’, ‘Collaborative’ and ‘Compelling’ the Plan outlines
the opportunities for development within the local economy.
Particular focus is placed upon the potential opportunities to
develop the key sectors of renewable energy, tourism, food &
drink, and forestry. The EDAP has been designed to align itself
to policies both at the local and national level.
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It is seen that the development of this TIF business case and
the investment options within it align exactly with the vision and
objectives of the Economic Development Action Plan.

Government
Economic Strategy
(refresh)
Scotland’s
Digital Future:
A Strategy
for Scotland

Connected
Argyll & Bute:
• Transport
• Grid
• Utilities
• Digital Connectivity
Europe
Programmes,
2014-2020

National
Renewables

• Single Outcome
Agreement
• Corporate Plan
• Community Plan
• Local Development
Plan

Collaborative Argyll & Bute:
• National/European Policy & Funding
• Employability/Skills Development
• Communities/Social Enterprises

Europe 2020:
A Strategy for Smart,
Sustainable and
Inclusive Growth
Scotland’s Youth
Employment Strategy:
Action for Jobs –
Supporting Young Scots
into Work

Competitive
Infrastructure
Argyll & Bute:
Plan
• Businesses
• Places
• Sustainable Economic
Assets

Compelling Argyll & Bute:
• Increase Profile of Area to:
 Potential Residents
 Government
 Investors
 Visitors

National
Planning
Framework

National
Performance
Framework

Framework for Economic Development Action Plan

2.5.2

Renewables Energy Action Plan

The Renewable Energy Action Plan (REAP) was developed
jointly by Argyll and Bute Council and HIE as a Community
Planning document to assist the area in realising its vision for
the development of the renewable energy sector which is
stated as:
‘Argyll and Bute will be at the heart of renewable energy
development in Scotland by taking full advantage of its unique
and significant mix of indigenous renewable resources and
maximising the opportunities for sustainable economic growth
for the benefit of its communities and Scotland.’
Within the plan it is noted that Argyll and Bute is Scotland’s
second largest local authority area and that no other local
authority in Scotland has its scale and mix of renewable
resources.

The vision of the Council’s Economic Development Action Plan
is:

The area has over a Gigawatt of renewable energy capacity
now approved and is central to the Government’s renewable
energy targets.

“Realising our potential together, Argyll and Bute will unlock the
opportunities offered by its significant, sustainable economic
assets for the benefit of its communities and the
competitiveness and security of the Scottish and EU
economies.”

The area has an impressive track record of innovation in
regard to onshore and offshore renewable energy, including
the world’s first commercial wave power energy scheme and
the Cruachan hydro-electric scheme.

The EDAP describes the Oban area as follows:
The area is endowed with world-class tourist attractions and a
variety of environments unsurpassed in Scotland. The island
economies, although fragile, have the opportunity to build on
their outstanding environment and heritage, such as Iona, in
terms of its unique place in the story of Scotland and
Christianity; and Mull as a centre for eco-tourism and the arts
with Argyll and Bute’s only theatre and arts centre, An Tobar.
The town of Oban is an important transport hub and is a centre
for local services, retail, marine and land based tourism,
fishing, aquaculture, the Seafood Capital of Scotland, Gaelic
culture and world-class marine research at the Scottish
Association of Marine Science (SAMS) and the European
Marine Science Park.

Argyll and Bute is now home to 5 tidal and wave projects
including the world-leading 10MW Tidal Array project in the
Sound of Islay. The map overleaf demonstrates the potential
for offshore renewable development off the coast of Argyll.
Many of these opportunities are being progressed by large and
smaller developers. The capital costs related to these
developments has been estimated at £5 to £10 billion.
Argyll and Bute Council was a key consultee for the European
Commission’s (DG MARE) Blue Growth Strategy in recognition
of its innovative approach to understanding offshore
development and the linkages with onshore economic
development; and innovative approach to partnership working
through ABRA (the Argyll and Bute Renewable Alliance has
brought together key actors in the private and public sectors to
deliver the REAP).
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It is evident that the investments in local infrastructure,
particularly the proposed O+M investment and the road access
at Barcaldine will support the aims and objectives of the REAP.

change, the need to protect and enhance the outstanding
natural, built and cultural heritage and the overarching need to
improve our quality of life for workers, residents and visitors to
the area.
The LDP sets out the central challenge of sustainable
economic development as follows:

Oban

‘The central challenge facing the Argyll and Bute is the delivery
of sustainable long‐term economic growth to support the
retention and growth of our population; to help retain and
improve essential services; to protect and enhance our
outstanding natural and built environment and to maintain and
improve our quality of life.
This growth will consequently require an effective land supply
to accommodate new business and retail opportunities, homes,
leisure facilities together with the necessary infrastructure and
services required to support them. In order to minimise our
impact on the environment, significant new development will be
steered to our Main Towns, Key Settlements and Key Rural
Settlements, with a preference for making best use of our
existing infrastructure, public transport and brownfield land.’
The vision and key priorities of the LDP are states as:
The Vision... The overall vision for Argyll and Bute is one of an
economically successful, outward looking and highly adaptable
area, which enjoys an outstanding natural and historic
environment, where all people, working together, are able to
meet their full potential and essential needs, locally as far as
practicable, without prejudicing the quality of life of future
generations.

Argyll and Bute Major Renewable Developments

2.5.3

Local Development Plan

The Argyll and Bute Local Development Plan (LDP) is a land
use planning document that sets out a settlement strategy and
spatial framework for how the council wants to see Argyll and
Bute develop to 2024 and beyond, excluding the area of Argyll
and Bute covered by the Loch Lomond and Trossachs National
Park that has its own plan.
The LDP takes account of projected changes in population,
economic circumstances and opportunities, the transport and
infrastructure needs, housing needs, the impacts of climate

The Key Challenge we face…There is an urgent need to
reverse static or falling populations in some of our Main Towns
and Key Settlements by making them better places to live
particularly for economically active families.
Key Objective A – To make Argyll and Bute’s Main Towns and
Key Settlements increasingly attractive places where people
want to live, work and invest;

The Key Challenge we face… There is an urgent need to
reverse static or falling populations in some of our smaller rural
communities by making them better places to live particularly
for economically active families.
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Key Objective B – To secure the economic and social
regeneration of our smaller rural communities;

The Key Challenge we face… That we can adequately
respond to the very different and changing needs of our
communities throughout Argyll and Bute.
Key Objective C – To work in partnership with local
communities in a way that recognises their particular needs to
deliver successful and sustainable local regeneration;

The Key Challenge we face… That we can create the best
possible environment for competitive businesses,
entrepreneurship and innovation to thrive without undermining
our future potential in delivering economic growth.
Key Objective D – To support the continued diversification
and sustainable growth of Argyll and Bute’s economy with a
particular focus on our sustainable assets in terms of
renewables, tourism, forestry, food and drink, including
agriculture, fishing, aquaculture and whisky production;

Lorn Arc TIF Business Case

The Key Challenge we face… That the cost of resources will
continue to rise and that the provision of infrastructure in
challenging economic conditions will be increasingly difficult to
deliver.
Key Objective H – To optimise the use of our scarce
resources, including our existing infrastructure, vacant and
derelict land and reduce consumption;

The Key Challenge we face… That we can mitigate and
adapt to the growing impacts of climate change in an
affordable way at a local level.
Key Objective I. – To address the impacts of climate change
in everything we do and reduce our carbon footprint.

While almost all of the challenges and key objectives identified
in the LDP are to some extent met by the TIF proposals it is the
objectives A, C, D, F, G, H and I which will see the direct
impact in the short to medium term.

The Key Challenge we face… That we can successfully
accommodate sustainable economic growth without harming
our outstanding environment.
Key Objective E – To ensure the outstanding quality of the
natural, historic and cultural environment is protected,
conserved and enhanced;

The Key Challenge we face… That we can deliver all our
housing needs in places where people want to live.
Key Objective F – To meet our future housing needs,
including affordable, throughout Argyll and Bute;

The Key Challenge we face… That our transport
infrastructure is made easier and more appealing to use and
we, at the same time, embrace the use of new technologies to
reduce the need to travel.
Key Objective G – To continue to improve Argyll and Bute’s
connectivity, transport infrastructure, integration between land
use, transportation and associated networks;

LDP Spatial Strategy – Oban, Lorn and Isles
Throughout the discussion and consultation period it has
become clear that the LDP plans for the Oban and Lorn area
are inextricably linked to the TIF investment options as they not
only deliver on the key objectives but directly enable a large
part of the plans in terms of releasing commercial and
residential land, in particular around the Dunbeg area and
Oban Town Centre. The investment options and the links to the
specific LDP allocations are described further later in this
document.
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2.5.4

CHORD Programme

Argyll and Bute Council is progressing an ambitious and
forward-looking programme to assist regeneration and
economic development in five of its waterfront towns Campbeltown, Helensburgh, Oban, Rothesay and Dunoon. In
November 2008, the Council unanimously agreed to allocate
more than £30 million to the programme, since named
‘CHORD’
The multi-million pound initiative will see major improvements
to the town centers and waterfronts of all five towns.
CHORD programme objectives:
-

To improve the character, appearance and function of our
towns for residents, visitors and investors.

-

To make our towns places of economic vibrancy that create
employment and prosperity for the residents of Argyll and
Bute.

Building on the above, the Oban Bay / Harbour project
objectives are defined as:
-

To fulfill the potential of Oban Bay/Harbour in relation to
existing and new opportunities.

-

Deliver infrastructure that contributes to an attractive, vibrant
and contemporary town centre.

-

To promote improved connectivity and a transport gateway.

-

To enable the efficient and reliable operation of the road
network in Oban by reducing the occurrence of network
problems like congestion, queuing and delays;

-

To attract visitors and to induce additional expenditure in
Oban town centre.

-

To act as a catalyst for the regeneration of the local
economy by enabling existing operators to grow their
businesses and offering facilities to encourage new
business.

-

To capitalise on Oban’s exceptional marine location.

The Oban CHORD project was awarded a budget of £6.9M
following the initial rounds of bidding and review and has
recently undergone a review of the investment options
identified in the interim business case which allocate part of
the funding (£1.84M). The Project Board and Programme
Management Team are considering the potential to refocus the
investment to bring forward the revitalisation of the waterfront

Lorn Arc TIF Business Case

area, North Pier and the development of transit / step-ashore
facilities to support Marine Tourism.
It is seen that the intentions of both the CHORD and TIF
investment are aligned in general terms and it is noted the
CHORD funds are more specifically focused on Oban town
centre and the waterfront area, while the TIF view is a much
wider and more strategic investment package. The direct links
between the TIF and CHORD funding is explained in more
detail in the relevant section of the investment options section,
however, this partnership funding maximises funding within the
area, although the TIF funding is required to deliver a strategic,
holistic approach within the Lorn Arc. Without TIF, it is forecast
that very little will happen, as historically seen.

2.6

Local Business Objectives – BID4 Oban
On 5th October 2012 the Oban business
community voted ‘yes’ in support of joining
forces to create Britain's first ‘whole town’
Business Improvement District.

A minimum of £840,000 will be invested into
the trading environment over the next 5 years
with businesses investing collectively for the
first time in their town's future. Bid 4 Oban Ltd has now been
formed as a not-for-profit limited company which will deliver the
BID's objectives.
The BID is aimed at supporting Oban to maximise its key
assets and improve its tourism and retail offer in a sustained,
pro-active way. The Objectives stated within the BID Business
Plan are:
Objective 1: Making the best first impression - To make the
best first impression possible to visitors and shoppers to the
town by helping provide a more attractive environment.
Objective 2: Let’s shout about what’s happening in Oban! To co-ordinate a managed programme of events and festivals
throughout the year, including supporting existing events
through marketing and fundraising support.
Objective 3: Extend the season! - To increase the number of
new festivals and events in low to midseason periods which will
increase visitors to the town throughout the year.
Objective 4: Making Oban the place to stay, explore and
spend - To maximise our assets and attract more shoppers
and visitors to stay, explore and spend in the town
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Objective 5: Working together for a more prosperous
future - To bring businesses together to help reduce business
costs and act as an effective business lobbying body for the
benefit of the town’s future prosperity.
Objective 6: Making our town easier to visit - To improve
accessibility and parking within the town for visitors by car or
on foot.
Clearly the aims of the Bid group are strongly aligned with and
will be enabled through the delivery of the TIF investments.

2.7

Oban Bay Port Authority

Oban Bay currently has three principal independent port
locations:

Lorn Arc TIF Business Case

potential to create a Marine Tourism Centre (through
redevelopment of the ‘White Building’ on North Pier), are seen
as directly relevant to the development of the Oban Bay Area
and the future consultation on how major benefits can be
realised will link with the creation of the Oban Bay Port
Authority.

2.8

Key Stakeholders

Through the course of the consultation process we have
sought to engage on a meaningful level with the likely
stakeholders at the delivery stage. Of particular note the
following organisations have been consulted:
-

Highlands and Islands Enterprise (HIE)

-

West Highland Housing Association (WHHA)

-

Scottish Association for Marine Science (SAMS)

-

Caledonian Marine Assets Ltd (CMAL)

-

CalMac Ferries Ltd (CFL)

-

Visit Scotland

Light House Board Pier - Owned and operated by the
Northern Lighthouse Board and caters for the light house
boats and for occasional commercial and cruise related
operations.

-

Argyll and Bute Renewables Alliance (ABRA)

-

Scottish Power Renewables (SPR)

-

Scottish and Southern Energy (SSE)

Each of the above locations is managed independently with
only minimal interaction on a day to day basis. Due to the port
becoming busier over the last few decades and due to the
associated safety and operational concerns suggestions of
developing a combined or single port authority have been
ongoing for some time.

-

Scottish Development International (SDI)

-

-

-

North Pier - Owned and operated by Argyll and Bute
Council as a multi use pier and included in the TIF
investment priorities.
South Pier - Owned by CMAL and operated by CFL
primarily catering for the CalMac ferry services and fishing
boats.

Recent discussions have now set in place a process for
considering and deciding upon the most practicable
arrangements for creating a single port authority or combined
working arrangement for the future of Oban Bay as a whole.
The benefits of this approach are seen as strategically
important not only to the safety management of the bay but
also the future development potential in what is a key port
location within the national setting. The limited space within the
bay forces this kind of working relationship and all of the key
partners are committed to making it work for the greater benefit
of the whole.
The TIF investment in the town centre, particularly the North
Pier extension, the Oban South Masterplaning and the

In addition to the national level input a significant effort was
made to engage with key local businesses and associated
services. The local stakeholders include:
-

BID4Oban

-

MRC Barcaldine

-

Dunstaffnage Estates

-

Bell Ingram

-

Dunstaffnage Marina

-

Oban Bay Berthing / Oban Sailing Club

The stakeholders have been engaged and have informed that
this application is being made with further detail on the
consultation relating to the economic analysis contained in
Chapter 4. Given the areas included in the red line and the
need to develop not only the sites identified but the wider rural
community there has been effort put in at this early to
communicate with local communities on the Lorn Arc, CHORD
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and other key projects and to define a forward approach to
ensure that they continue to be involved. A range of community
forums have been engaged on the Lorn Arc project to date and
further involvement with groups such as BID4Oban, Oban
Rotary Club and Local Community Planning Groups will be
continued.
Going forward in delivering the TIF investments it is proposed
that a steering group is formed and that this will include
representatives from the national organisations and from the
local business community. This is seen as important step in
ensuring that the detail of the investments is scrutinised and
supported by the key economic policy drivers and potential end
users or beneficiaries. Further detail on the remit of this group
and how they will interact with the project deliver is provided in
Chapters 7 and 8.

2.9

Focus of Investment & Red Line Boundary

The TIF re-line area represents the proposed boundary from
within which the anticipated incremental NDRs will be captured
over the 25 year TIF period. As noted previously, the proposed
focus of the short list of investment is Oban Town Centre and
areas primarily to the North, including Dunbeg, Connel and
Barcaldine. The defined area proposed for NDR capture has
been considered in relation to the specific project location, their
markets and the resulting development potential, i.e. the redline boundary has been devised by considering where the
impact of the TIF investment is most strongly felt.
The proposed area is shown in Appendix A along with a
series of figures showing the key aspects of the geography,
connectivity, and potential development areas.

Proposed Red Line Boundary

Lorn Arc TIF Business Case

Due to the geographic nature of the area and as the
investments are related to unlocking tourism, marine industries,
and renewable markets, the benefits and potential location of
specific developments will be diverse. Due to the above factors
The Red Line proposed covers an area defined largely by the
Local Development Plan search areas for tourism and areas of
impact relating to renewable energy.
As a sense check this boundary has been considered against a
number of criteria in relation to TIF investment and risk as
described below:

2.9.1

Scottish Government Risk / Impact on the National
Purse

Argyll and Bute Council as a whole currently contributes
around 1% of the total national NDR. The Lorn Arc area
accounts for around 0.3% of the total national take and hence
a TIF scheme allowing a percentage of this to be retained to
enable investment would have a very limited impact on the
national purse despite the relatively large area.

2.9.2

Key Statistics

In 2010 Argyll and Bute had a total population of almost 90,000
people, accounting for 1.7% of the total Scottish population.
Official government forecast data provides population
estimates which show that by 2035 the council area is forecast
to decline by 7.2%, taking total population to under 83,000
people. This decline needs to be considered against forecast
growth at the Scottish level of over 10%, meaning that the
council area not only loses total population and also loses its
proportionate share of population i.e. in 2010 Argyll and Bute
accounted for 1.7% of total Scottish population, but by 2035 it
is expected to fall back to only 1.4%.
This declining trend in Argyll and Bute is seen in every
population group except retired people, but is most pronounced
for the working age group where the forecast is for significant
decline of 23% (12,000 people) between 2010 and 2035, set
against total Scottish decline of just under 1%. Over this time
period Argyll and Bute’s share of Scotland’s working age
population declines from 1.6% to just 1.2%. Argyll and Bute
also shows population decline in both the total and the relative
share for pre-school and school age groups. The only group
with forecast growth is retired people, and even here, while
there is total increase (43%), it is not as high as the total
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Scottish increase (65%) and therefore Argyll and Bute’s share
declines in relative terms.
Whilst there is some limited forecast working age population
decline at the Scottish level (under 1%) there are clearly major
factors at play that affect Argyll and Bute in particular. Forecast
data is not available below Local Authority level but past data
shows the importance of the Oban and Lorn area, which
accounts for 23% (20,000) of Argyll and Bute’s population,
27% (9,800) of jobs and 30% (1,280) of businesses. The Oban
and Lorn area also accounts for 22% of the Argyll and Bute
NDR. As a major business centre for Argyll and Bute, there is a
danger that Oban might suffer a greater proportion of this
decline – other areas are either small rural/commuter
settlements, or do not suffer the same range of issues and
constraints. The largest Argyll and Bute settlement,
Helensburgh, does not have the same rural accessibility
issues, with working age residents able to access the jobs
market in Glasgow and across West Central Scotland.
There is therefore a need to safeguard economic activity in
Oban and also a clear risk in not doing so – creating
employment opportunities is an obvious way of attracting and
retaining working age residents. The Lorn Arc TIF creates the
infrastructure that facilitates and encourages private sector
investment in business facilities that will create jobs –
estimated at almost 1,400 new net additional jobs (mid-point at
the Scottish level).
Evidence gathered through our consultation for the TIF
proposal highlights major concerns that without the TIF there
will be no new development activity in Oban, but rather there
will be a prolonged and continued decline in business activity.
Any decline in the retail/hospitality sector (the largest sector)
will have a significant impact not only for Oban and the Argyll
and Bute region, but also (given Oban’s status as gateway to
the Islands) on some of Scotland’s fragile island economies.
There is therefore limited risk and impact for the national purse
(given the small share of the national economy that Oban
contributes) but significant risk to the economic stability of
Oban, of Argyll and Bute and of a number of island economies.
The TIF proposal does, however, constitute a major
opportunity to sustain, safeguard and grow economic activity
by creating new development activity that would not otherwise
happen in the absence of the TIF.
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2.9.3

Geographic considerations

The rural, geographically varied and sparsely populated nature
of the area within the wider red line means that physically there
is only a very small percentage of the area which can be
developed. As noted on the key statistics section, the area has
a population of only 20,000 and accounts for only 9,800 jobs
which is 23% and 27% of the of the Argyll and Bute totals
respectively. At present the Sea, open countryside, forestry
and agricultural land are the principal land types within the area
and therefore will be neutral in terms of existing and future
NDR. Indeed it should be noted that of the land mass included
within the red line the following percentages apply in terms of
the emerging Local Development Plan allocations.
LDP Zone
Settlement Zone - Main Town
Settlement Zone - Small Town
Settlement Zone - Minor Settlement
Rural Opportunity Area
Countryside Zone
Very Sensitive Area
TOTAL

Area (km2)
6
6
10
101
1049
1579
2751

% area
0.2%
0.2%
0.4%
3.7%
38.1%
57.4%
100.0%

Although the area enclosed within the red line is substantial,
only very small areas (4.5% of the land mass) within this are
existing or potential development land, however in order to
avoid multiple red line areas and to simplify the NDR
calculation and management process the single wider red line
has been retained. It is considered that there is no reason on
geographic or land boundary reasons to reduce the proposed
red line. In terms of economic geography, the Lorn Arc is very
different from the five “urban” TIF initiatives and the Council
wishes to highlight this fundamental differentiation of a rural
TIF.
The figures provided in Appendix A highlight the information
above, the transport links within the red line and also show how
the existing NDR properties are spread throughout the area.

2.9.4

Proximity of investments to Benefits

The Core area of investment is centred within the red line
boundary and the key local benefits will therefore be captured
by the Red Line. It should be noted that the developments
which are directly enabled by the TIF investments and the
general improvements in the town centre which are expected
to create jobs and demand within the local labour and property
market and supply chain environment cannot be seen as
similar to town centre investments elsewhere. The rural nature
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of the surrounding area encourages a more diverse and
dispersed spread of commuting, supply and investment
patterns and business relationships/networks. For example it is
not uncommon for employees within various industries to travel
between 30 and 60 minutes between home and work which
equates to 20 to 50 miles of a commute. The spread of benefit
from employment and similarly from supply chain (potential
additional NDR) is therefore expected to be seen through a
wide area.
One of the key investment sites will be Oban Airport and the
direct benefits of this providing an improved service location is
the expected use as a hub airport delivering new and more
frequent services to Coll, Tiree and Colonsay amongst other
regional airports. For this reason the red line includes Coll and
Tiree as development at these sites is expected to occur as a
result of the TIF investment at Oban Airport over time.
The improved offer within Oban Bay for accommodating
Marine Tourism, most notably the expanding sailing and cruise
ship markets is expected to result in increasing business for
the restaurant, hotels and other facilities in areas around the
town and on the islands to the west (Mull, Coll, Tiree, Iona etc.)
all of which is with the Red Line Boundary. Feedback from
proprietors on Mull suggested that plans for investment and an
expansion in room numbers would be brought forward if the
area did see a rise in visitors. For this reason is it considered
reasonable to include the island to the west of Oban, most
notably Kerrera and Mull.
The expansion of the renewable energy sector, in particular the
offshore potential, will see development opportunity throughout
the redline area. The envisaged O+M facility at Barcaldine or
other appropriate mainland location would form what would be
considered a Primary O+M Base for day to day activities.
There would also be potential for a smaller Forward O+M Base
potential on Tiree or the other islands and again these are
within the red line boundary.

2.9.5

Displacement

Due to the nature of the bespoke markets being supported and
the geographic location of the Lorn Arc area it is considered
that the potential for displacement of services and businesses
from outwith the red line to within the red line is very limited.
The renewable related employment and any links to the Oban
Port function are by their nature location specific. Again, the
tourist attraction and even the cruise ship potential is location
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specific and is likely to have limited, if any, impact on the wider
national market. The regeneration of the town and the
revitalisation of the wider communities are seen as necessary
to service the target markets and not as a replacement or
substitute for developments which are currently proposed
elsewhere on the west coast or national stage. With regard to
the red line it is therefore expected that there will be limited
displacement risks associated with the area proposed. The
single displacement figure is considered further in Section 4.

2.9.6

Recent Economic Development

With regard to the impact on the national purse it is noted that
the area defined has seen constrained economic development
and investment over the last few years and that any future
development within the area is likely to be at a low level without
the strategic TIF investments and the benefits which are
expected to flow from this. It is therefore suggested that any
significant uplift in NDR within the wider red line will be as
direct or indirect result of the TIF stimulus. The estimate of the
single deadweight figure for the area is only 12% and this is
discussed further in Section 4.
Due to the limited risks associated with displacement and low
potential for impact on the national purse it is suggested that
the red line area is suitable for use in the Lorn Arc TIF
proposal.

2.10

The But–For Case

The principles of TIF require that the But-For case is
considered and satisfied i.e. but-for TIF the anticipated
regeneration and economic growth would not occur, as
envisaged by the Business Case, or not occur in the time
frames which TIF would enable. While the details of the but-for
case are noted through the following chapters on the
investment options and the economic appraisal it should be
noted at this stage that that the development of the Oban and
Lorn area over recent years has, like other rural areas, suffered
significantly due to the down turn in the wider economy and
has resulted in lower visitor numbers and trade. Much of the
feedback from the local business community gathered as part
of the consultation process, as described in more detail later in
this report, suggested that a further decline in business was
expected. Comments regarding business growth plans being
put on hold and more notably an expectation of more business
closures if no strategic investment was brought forward were
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expressed, hence the need for investment to stabilise,
revitalise and grow the local economy is clear.
While Argyll and Bute Council is committed to delivering a
number of projects and programmes reflecting regeneration
and economic development needs, most notably the delivery of
the £30M CHORD investments across five towns, and to
working with its private and public sector clients, this has to be
set against a budget process which has to find over £40M in
savings over the next seven years. The potential to borrow and
invest additional capital in the Lorn Arc area and support the
key growth sectors is limited without the TIF scheme. It has
been noted through the consultation process that Oban has
seen little investment through private sources and that many
projects currently being considered are in need of funding
which is delaying or preventing progress.
One of the easily identifiable pointers on the need for TIF is the
constrained level of development over the last few years and
particularly the lack of movement on a number of current
Development Plan sites which have been identified since 2004
and have not been taken forward by private or public means.
The further development of the Dunbeg Corridor area and
HIE’s internationally significant European Marine Science Park
for example are currently constrained by planning conditions
relating to new road infrastructure which has not been
delivered but is now included within the TIF investment
proposals. The agreement of a TIF scheme for the area is
therefore seen as the only practicable means of generating
significant growth through infrastructure investment. The
Council therefore considers it reasonable to assume that the
private sector is unable to invest in strategic enabling
infrastructure in the short to medium term and but-for TIF the
Council is not in a position to invest in TIF Assets.

2.11

Additional Benefits

As the investments in infrastructure are aimed at supporting
and growing a range of industries within the area and because
many of these industries require specialist skills it is anticipated
that population growth will be required to realise the full
benefits. To support significant population growth in the area it
is recognised that supply of housing and associated community
commercial facilities will be required. As described previously,
the major growth area identified is the Dunbeg Corridor, to the
north of Oban. The investment in road infrastructure in this
area will, as well as supporting the business, leisure and retail
areas enable the early phases of the housing land.
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It is envisaged that the investment in housing areas will be
brought forward in line with the investment in industry and that
this will in turn reinforce and encourage the potential for private
sector investment as a whole in the area as a whole.
Through working with the Key Stakeholders and speaking with
the local business community, the potential for stimulating
wider area regeneration has been identified and this has been
carried through into the assumptions and profile relating to the
NDR capture used in the assessment of economic and
financial factors. The infrastructure investments proposed by
this TIF strategy are very much seen as the means by which to
kick start plans and projects which have stalled or been
cancelled in the past due to upfront infrastructure funding and
open up the area to new investment.
While retail developments in city centre and out of centre
locations elsewhere in the country have the potential to distort
and affect local trade, the improvements of local services in
and around the Oban area is seen as essential to supporting
the town and its rural hinterland. The development of the retail
offer in the town could help redress some of the leakage to
larger centres and to internet based shopping.
TIF is also beneficial as it creates a level of funding which
allows a strategic, holistic approach to infrastructure
investment that will deliver growth within the area, accelerated
development, and shows commitment from the Council which
in turn builds confidence in the private sector that this is a
place to invest.

2.12

Revenue Sources

In considering the investment options and the potential
revenue sources, the following were identified as being the key
targets in terms of financial return to service the loan debts:
-

Additional NDR capture through the TIF agreement.

-

Private sector partnering to minimise the risk to the public
purse but maximise the deliverables and potential returns.

-

Additional Port and Airport fees due to increased use of the
existing and enhanced facilities.

-

Potential additional revenue from appropriate town centre
parking expansion

Not included in the key revenue targets above, but still
considered a potential source of TIF related revenue, is
developer contribution. The emerging Local Development Plan,
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which is expected to be adopted in August 2014, will allow for
area and site specific guidance and negotiation on Planning
Gain and where it is felt appropriate this will be considered in
relation to TIF. As this is not a confirmed or fixed source of
income, no allowance has been made in the financial modelling
at this time.
Further information on the assumptions, risks and sensitivity
tests associated with these income streams are discussed later
in this report within the Infrastructure Investment and Economic
Assessment chapters.
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3

Infrastructure Investment Plan &
Prioritised Assets

3.1

Overview

Lorn Arc TIF Business Case

3.3

Initial Review of Options

This chapter provides detail on the process undertaken to
identify, sift and define the projects which will meet the
objectives of supporting the growth of Marine Science, Marine
Tourism, Aquaculture, Renewable Energy and the wider
economy in and around the Oban and Lorn area. The chapter
also discusses how the investment option process reflects the
key principals of the outline TIF submission made to SFT in
August 2011 and how they satisfy the requirements of the TIF
principles and guidance.

It was clear from early discussion that the two key investment
options identified in the outline TIF submission would remain in
the package but due to the specific requirements of the off
shore renewable O+M facility that this would not be compatible
with the North Pier Extension as originally envisaged. This led
to the need to redefine the assumed design, costs and
requirements at the North Pier and allowed a wider view to be
taken in terms of other potential options which could be funded
by the circa £20M capital.

As noted previously, the initial submission to the TIF bidding
process focused the potential investment on the Dunbeg area
road infrastructure (Lorn Rd / Kirk Rd) and the North Pier
extension but it has become clear through discussion with
potential developers, consultation with the local business
community and through further consideration of the offering’s fit
with local and national policies and priorities that a more
refined package of investment was required to achieve the
goals.

To provide an overview of the potential investment options
within the area a review of local strategies, development
guidance and planning submissions was undertaken which led
to the production of a long list of options outlined in the
following table.

The longer term investments related to the large scale off
shore energy developments, currently envisaged for
Barcaldine, are expected to be developed in discussion with
the renewable developers, primarily SPR and SSE along with
input from the local businesses and landowners but only when
the clear need and benefits are identified.

Port

Further investment in the road infrastructure to enable
business development in Oban and at Oban Airport has been
profiled to allow design development and also to reduce
uncertainties around the business needs the project team will
work closely with the planning team, stakeholders and
investors to target and deliver improvements and enabling
works where clear need is shown, economic benefits identified
and the links with the TIF objectives and requirements are
clear.

Airport

In developing and refining the options which are described in
this chapter, and included in the business case short list, the
Steering Group were keen to identify investments which had
impact in the short term where possible, but more importantly
supported the longer term strategic growth of the area. Where
immediate need and identifiable solutions were understood
these have been profiled early in the investment strategy.

Road

TIF Investment Phased Strategy

Lorn Rd / Kirk Rd Impr
Dunbeg Gateways/Traffic Calming
Halfwayhouse Rbt / Dunbeg Rd
South Oban Development Zone
Barcaldine Access Improvements
Kerrerra Link Road
Rhu Beag Access Improvements
Oban Airport Signage Imp
North Pier Extension
North Pier cruise berth extension
North Pier Quarter Streetscape
Barcaldine O+M Port Infrastructure
Connel O+M Port Infrastructure
Gallanach Park Improvements
Marine Tourism Administration Centre
South Pier Improvements
New Oban Airport Hangarage
New Oban helipads
Oban taxiway and aircraft parking imp
Oban Airport Access Improvements and
Business Park Enablement

£2.7
£0.2
£12.7
£8.0
£0.4
£0.75
£0.25
£0.1
£5.2
£4.7
£2.5
£10
£12
£0.75
£1.5
£8.0
£0.5
£0.15
£0.1







£0.59



Excluded

Potential

Priority

Name

3.2

TIF Input
Indicative
Cost (£M)

Potential Investment Options

















Potential Investment Overview
This list was assessed and refined by removing investments
which were not suited to the current TIF strategy through being
unsuitable on grounds of deliverability, risk, limited return,
timescales etc.
Where investment options have been excluded from the TIF
long and/or short list this is not a statement on the viability
through other channels and indeed it is hoped that in the longer
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term, potentially nurtured/stimulated by the wider impacts of
the TIF investments, these improvements may come forward to
support further development of the area’s economy.

3.4

TIF - Long List Options

Following the initial sift of options shown above a long list of
potential TIF investment options identified in amber in the
above table was developed and considered in more detail. The
long list was assessed through discussion with key
stakeholders, steering group workshops and indicative
design/costing reviews to better understand the potential
benefits.
The long list of options including a further explanation of the
proposed works, potential benefits, investment timescales and
input or links with other works is provided in Appendix B.

3.5

TIF - Short List Options

Following the more detailed review process the following
investment options have been included in the assessment of
the economic and financial merits of the TIF scheme. The
remainder of this chapter outlines the investment options under
either short term or medium term sections and information is
provided on the costing, financing, programme and risk for
each.

3.6

The ‘TIF Assets’

The following options have been identified as the most
appropriate for early investment due to their deliverability,
manageable costs, limited risks and potential short to medium
term returns. An overview of each option is provided in
Appendix B.

Lorn Rd / Kirk Rd Improvements - Road widening and
junction improvements to provide better access to the
SAMS/EMSP area.
-

Indicative Cost - £2.75M

-

TIF Investment - £2.75M

-

Timescales – 0 to 2 years

This investment reflects the scheme included in the outline TIF
submission and is seen as the principal early investment option
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which will enable the further development of the SAMS and
particularly HIE’s European Marine Science Park (EMSP). This
investment will directly enable the development and result in
additional NDR to include in the financing of the loans. Two
new business park units (20,000sqft each) are planned and it is
envisaged that there may be scope for a further unit
(20,000sqft) if market demand is high. The additional benefits
of this investment include the release of up to 100 residential
units.
The outline design and costing process has been progressed
and have informed the allowance made in the TIF budget. A
prudent approach has been taken to the costing due to
allowances for ground conditions and utility changes and an
allowance of circa 40% optimism bias has been made on
construction costs and design fees. This will be reduced as the
project progresses and further certainty is possible. The main
risk to the short term deliverability of this project is the CPO
process which is required to allow the implementation of the
road. This process is being progressed at present and orders
are expected to be issued for review by summer 2013 to allow
construction to start in 2014, assuming agreement of the TIF
proposals.
The Lorn Road / Kirk Road investment is likely to be the First
TIF Investment and effectively start the 25 year NDR capture
timescales from September 2014.

Dunbeg Gateways / Traffic Calming - New Gateway features
on approach to Dunbeg and at the existing junction into the
area. An allowance has been made for lighting improvements
around the existing Dunbeg junction along with crossing and
footway enhancements.
-

Cost - £0.2M

-

TIF Investment - £0.2M

-

Timescales – 0 to 2 years

The project will enhance the perception and visibility of the
Dunbeg Corridor area, and is seen as crucial to raising the
profile of the internationally recognised marine science
education, research and business park facilities. The project o
seen as being part of the overall enhancement of the area.
The design and planning process for the signs has been taken
to an early stage at initial comment on the principle of the
features is currently being sought from Transport Scotland. The
forward approach to developing the design will be discussed
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and agreed with the key stakeholders and local Council
Members. At this stage the costs are indicative but are thought
to be conservative and there is the ability to manage the
specification to suit.
There is a case to be made to SFT and SG that if the gateways
features were delivered in the short term and ahead of the
other Dunbeg area works that they may assist in promoting the
area and hence help secure tenants for unit 1 of the EMSP. If
this was the agreed way forward then the TIF scheme may
include NDR from unit 1 but as this would require further
clarification it has been excluded from the economic and
financial modelling at this stage.

Halfwayhouse Rbt / Dunbeg Development Rd - New
roundabout and road infrastructure to the south and west of
Dunbeg. The indicative cost has been provided by the
developer and is based on all of the masterplan roads. The TIF
related investment is based on a contribution to the new
access roundabout and the initial length of internal road.
-

Indicative Cost - £12.7M

-

TIF Investment - £2M

-

Funding Gap - £10.7M (Investment by Dunstaffnage
Estates, West Highland Housing Association, the leisure
resort developer and their private and public sector
partners.)

-

Timescales – 0 to 2 years

The primary housing allocation to the north of Oban is the
Dunbeg Corridor to the south of the existing settlement and
west of the A85 Trunk Road. Within the masterplan for this
area there are proposed commercial, business leisure and
retail uses adjacent to the proposed new roundabout on the
west side of the Trunk Road. To the east side of the Turnk
Road is an area proposed for leisure use including a high
quality spa hotel and holiday complex. Both of these
development areas are entirely dependent on the creation of a
new trunk road junction and enabling road access. The costs
for the roundabout and key development roads have been
provided by the agent acting on behalf of the housing
association (West Highland housing Association) and are
based on outline designs and include contingencies.
The TIF investment proposed would fund a large part of the
enablement of the new Trunk Road junction and the first
section of road to the west estimated to be circa £4M. This is
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seen as essential to bring forward the developments and kick
start the wider investment in the area. The risk to the Council
would be managed through limiting the exposure through part
funding and through negotiation of agreements relating to the
timing and delivery of key components which would result in
returns through additional NDR.
The reminder of the funding for the internal roads associated
with the Dunbeg Corridor would come through investment by
Dunstaffnage Estates, West Highland Housing Association, the
leisure resort developer and their private and public sector
partners.

Short Term Summary – The circa £5M investment in Dunbeg
area is seen as a key catalyst for releasing the potential of the
existing and proposed developments in the area, most notably
the European Marine Science Park and the Dunbeg Corridor,
which form a major part of the Local Development Plan and
immediately improve the investment opportunities in the area.
As these are relatively small and discrete packages of work the
Council has the opportunity to appropriately time the
investments and minimise the upfront risks associated with
matching private sector investment timescales.

3.7

Medium Term Prioritised Investment Options

The following options have been identified as appropriate for
medium term investment consideration due to their envisaged
deliverability, manageable costs, risks and potential short to
medium term returns. As opposed to the short term options it is
envisaged that these options will be developed in more detail if
agreement is reached on the TIF scheme. An overview of each
option is provided in Appendix B.
The following investment options can be considered as
reactive to a certain extent as they will require input from key
stakeholders and confirmation of market demand. While there
is a strong possibility the these investments will be required to
enable the full potential of the area to be realised there is an
element of risk associated with their deliverability and potential
benefits.

North Pier Quarter - North Pier Extension – Extension of
North Pier berthing face by around 50m and the creation of
circa 2,000m2 of additional space for access, parking, and
potential development land. An allowance has been made for

22

Argyll and Bute Council

minor pontoon works and for improving utility connections at
the pier face.
-

Indicative Cost - £5.2M

-

TIF Investment - £5.2M

-

Timescales – 2 to 10 years

Additional harbour areas to support existing uses and cater for
increasing demands for a variety of sectors is expected to
result in additional port fees, parking fees and potential NDR
from new or expanded facilities around the North Pier area.
A full design and planning exercise is required to advance this
proposal and therefore an allowance of 50% optimism bias has
been allowed. The investment is essentially to improve an
existing facility and there is considerable scope to amend the
extent and specification to meet the budget and therefore the
overall risks are seen as low in terms of deliverability.

North Pier Quarter - Streetscape Upgrades - Remodelling of
the council owned street areas on the North Pier to provide
improved facilities for tourists and other pier users. To be
linked with the CHORD scheme.
-

Indicative Cost - £2.5M

-

TIF Investment - £1M

-

Funding Gap – £1.5M (From CHORD funds)

-

Timescales – 2 to 10 years

As outlined earlier in the report, the Oban CHORD Board are
reviewing the options for investment in the Oban Waterfront
area and it is essential that any TIF investment in the area ties
in and matches the quality of public realm works. The
allowance for this has been made and is aimed at seeing the
proposed extension of the North Pier as completing the area
works started by CHORD, not as a separate and disjointed
addition.
While the costing of this improvement is high level at this stage
due to the specific options for the works being undefined, the
risks are seen as low due to the council ownership and the
potential to manage the specification and scope to meet the
budget.

Oban Airport - Existing Access Improvements and
Business Park Enablement - Potential access improvements
at the Oban Airport to improve safety and capacity at the site.
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-

Indicative Cost - £0.19M

-

TIF Investment - £0.19M

-

Timescales – 2 to 10 years

The existing airport junction would be changed form a simple T
junction to a ghost island junction with associated signage,
gateway and landscaping improvements which will improve the
visibility of the airport, and the safety of the existing junction.
The works are considered to be relatively low risk road
improvement works and the costing includes 20% optimism
bias.
The road link and services to enable a new business park to
the south of the existing Airport Roundabout.
-

Indicative Cost - £0.4M

-

TIF Investment - £0.4M

-

Timescales – 2 to 10 years

The enablement of an area of land on the south east side of
the existing airport for business park use is considered to be a
means of maximising the use and benefits of the airport facility.
This site is included in the Local Development Plan for
business use. There is potential that businesses related to the
use of the airport may be attracted but the potential for small
scale start up units has also been suggested. The costs within
the business case are purely related to the provision of a
central spine road and associated utilities which would enable
either private sector or supported development of the plots on
the site to be progressed.

Barcaldine Access Improvements - Improved access to
MRC Barcaldine, including a new junction and connections to
two adjacent development sites identified in the Local
Development Plan.
-

Indicative Cost - £0.4M

-

TIF Investment - £0.4M

-

Timescales – 2 to 10 years

Delivering a dedicated and much improved access to three key
sites around the Barcaldine area would enable reconfiguration
of the MRC Barcaldine site and provide access to two business
sites identified in the Local Development Plan.
The new junction would be implemented as a ghost island
junction with associated signage, gateway and landscaping
improvements. The works are considered to be relatively low
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risk road improvement works and the costing includes 20%
optimism bias.

Oban South – The Local Development Plan identifies an area
which is being considered for masterplanning and development
for primarily business and industrial use. The allowance within
the TIF proposal is for the development of enabling road
improvements and parking changes to regenerate large parts
of the town centre.
-

Indicative Cost - £6M

-

TIF Investment - £3M

-

Funding Gap - £3M (From private sector developers)

-

Timescales – 2 to 10 years

While no specific interventions are identified at this time apart
from the proposed relocation of Oban High School, as the
masterplan develops the specific priority investments and the
appropriate use of TIF investment will be considered. The area
included has historically seen development of various uses
which now do not sit well together. There is now an opportunity
to re-organise this land in order to open up prime development
sites close to the town centre and stimulate further private
sector investment.
Due to the forward processes and planning which will be
required to define and confirm the most suitable investments in
the Oban South area a TIF Executive Gateway Review
Process will be followed to agree details in due course.
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bias, are currently based on delivering the heavy civil
engineering element of the works, such as access, pier
improvements and lay down space with the reminder of the
facilities (offices, industrial units, car parking areas etc.)
expected to be delivered by the private sector (site owners
and/or operators).
The selection of the Barcaldine site, which is promoted by
Scottish Development International and HIE, at this stage of
the process does not exclude further consideration of
alternative site as the discussions with key stakeholders
progress. Indeed a site at Connel has been reviewed in parallel
with MRC Barcaldine, with similar costs being identified. The
investment in any O+M facility will very much be driven by
market demand and the confirmation of clear timescales and
requirements.
Due to the forward processes and discussions which will be
required to define and confirm the most suitable investments in
Port and Marine infrastructure a TIF Executive Gateway
Review Process will be followed to agree details in due course.

3.8

Summary

The review of options has resulted in the following strategic TIF
investments being identified:
Port and Marine Improvements
-

Barcaldine access and port improvements (£4.15M)

-

Oban Bay, North Pier extension and improvements (£6.2M)

Road Infrastructure
Barcaldine O+M Port Infrastructure - Provision of industrial
port improvements to cater for operation and maintenance of
offshore renewable facilities. TIF investment costs are enabling
works for the marine structures and do not include buildings,
car parking etc. Ongoing liaison required with SG State Aid
Team.
-

Indicative Cost - £10M

-

TIF Investment - £3.75M

-

Funding Gap - £6.25M (From energy company, site owners
and wider public body support)

-

Timescales – 2 to 10 years

-

Dunbeg area access and road improvements (£4.75M)

-

Oban south improvements (£3M)

Oban Airport
-

Landside access and business park enablement (£0.59M)

Attracting the O+M facility for a major offshore array will bring
additional business and industrial space, NDR and up to 300+
jobs. The TIF investment costs, which include a 50% optimism
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4

Economic Analysis

4.1

Introduction

This chapter sets out the economic information, and related
economic impact assessment, which has been gathered,
assessed and used to generate input to the options
development and financial appraisal. To inform this appraisal
Argyll and Bute Council appointed EKOS to provide
independent expertise based on extensive previous work in
and around the area, including baseline and perception reports
undertaken as part of the CHORD project.
The purpose of the analysis is to assess the net economic
impacts that are likely to arise as a result of the proposed new
TIF developments.
This chapter presents:
-

the context for considering the economic effects of the
current development proposals;

-

the market failures that the proposed development
proposals will address through the TIF intervention;

-

the approach adopted to assessing the ‘counterfactual’
position i.e. what might happen in the absence of the TIF
development proposals;

-

the method used to measure the range of impacts that might
be derived from delivery of the TIF development proposals;

-

the net additionality of the development proposals at the
Scottish level factoring in deadweight, displacement,
leakage and multipliers i.e. by comparing the ‘with TIF’ to
the counterfactual ‘without TIF’ positions; and

-

conclusions that might be drawn in relation to the efficacy of
the TIF development proposals and the potential uplift in
NNDR that might occur based on the displacement analysis
undertaken as part of the economic impact appraisal

4.2

Context and Scope

Oban and the Lorn area has a population of around 20,000
people representing almost one quarter (23%) of the Argyll and
Bute total, with a higher proportion of working age people than
the Scottish average. Between 2001 and 2011 there was a
population increase of 6% (1,299 people), with greatest uplift in
the number of retired people (17%).
The key employment sectors are ‘public administration,
education and health’ and ‘distribution, hotels and restaurants’
which account for two-thirds of total employment. Oban is a
key business and employment centre for Argyll and Bute,
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accounting for 23% of total population but 27% of the regional
workforce.
Employment increased by 11% between 2005 and 2008, twice
that of the Argyll and Bute average, but has declined over the
2008-2011 period. The overall increase between 2005 and
2011 is 7%, against an average increase of 3% across Argyll
and Bute, and 3% decline across Scotland. The peak year for
employment during this period was 2007, when just over
10,000 people were employed in Oban. By 2011 this had
dropped to just over 9,500 jobs.
1

The Economic Baseline report produced in 2008 identified that
there were almost 1,300 businesses in the Oban and Lorn
area, accounting for 30% of the region’s total, demonstrating
the importance of the business base to the region’s economy.
The key sector is ‘distribution, hotels and restaurants’ which
accounts for one-third of all businesses in Oban.
When the growth in population, employment and business
base is compared with the constrained development of new
business units over the past 10-20 years, it is clear that there
are factors that hinder commercial property investment – these
are discussed in the market failure section below. The TIF
development proposals have the potential to support and
attract new development activity, both directly and indirectly
(catalytic impacts), thereby supporting the regional business
base.
One development sector which has significant potential to
benefit the area is the renewables industry, in particular the
offshore wind, wave and tidal arrays. While each particular
search area and project is at different stage of delivery there is
a real expectation that the next ten years or so will see major
progress. As stated previously, the Lorn Arc area is
geographically well placed to offer long term support and
servicing to a number of offshore development areas, subject
to being able to provide appropriate infrastructure and facilities.
A flexible approach to the timing and level of investment is
required as the future stages of planning and delivery become
clear but for the purpose of this report it is assumed that a
major new operations and maintenance (O+M) facility will be
required and may be accommodated in the area. This
assumption has been made based on discussions with the
renewable providers, most notably Scottish Power Renewables
who have expressed a desire for such a facility in the area
should its plan progress.

1

Source: EKOS for Argyll and Bute Council
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The TIF infrastructure works are expected to:
-

-
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The economic impact analysis needs to consider two interrelated questions:

attract new businesses to Oban and the surrounding area
and support the development, diversification and growth of
existing businesses;

-

assist the island communities to further develop their
offering and employment possibilities i.e. those connected to
Oban by ferry and air transport;

is the proposed intervention justified from an overall public
sector perspective in terms of market failure, net impact and
value for money?

-

what the likely public exchequer business rate impacts will
be at a local and wider Scotland level in order to test and
assess, from the Council’s perspective, the financial
implications of taking forward this intervention?

-

attract developer interest which will not come in the absence
of the TIF proposal due to market failures (externalities) that
constrain development (cost of infrastructure);

-

attract more cruise liners to stop at Oban and Mull, primarily
as a transit port; and

-

attract new visitors to Oban and the surrounding area.

These outcomes will lead to new development and investment
that will generate economic value i.e. jobs and GVA impacts.
In considering the scale of these impacts there is a need to
understand the extent to which they are additional i.e. more
than would happen without the TIF development proposals.
There is also a need to understand any negative impacts that
might arise i.e. displacing activity from elsewhere.
The diagram below outlines the process for assessment of the
net additional impacts that will arise through the TIF
intervention option.

It is important that the proposal demonstrates net new
development activity and economic impacts at the Scottish
level to justify TIF investment.
The assessment presented in this Business Case is informed
by the first three pilot TIFs, by previous research for the Oban
area (esp. CHORD) and, in particular, through direct
consultation with a range of stakeholders operating at local and
national levels – businesses, agencies, property developers/
agents and organisations as listed in Appendix C.
Where appropriate, the economic analysis includes
consideration of the residential development that will be
enabled through the TIF infrastructure investments.
Residential development is not included in the financial
appraisal (or consideration of the single blended TIF
displacement rate) but as new households will consume
services and products, and thereby generate additional
economic benefits (jobs and GVA), it is important that these
are captured in the economic impact analysis.

4.3

Market Failure

Market Failure can be defined as follows:
“Market Failure is an imperfection in the market
mechanism that prevents the achievement of economic
efficiency”. HM Treasury Green Book
“A market failure is said to exist when the market, if left to
its own devices, does not lead to an economically efficient
outcome. It is in those circumstances that state
intervention, including state aid, has the potential to
improve the market outcome in terms of prices, output and
use of resources.” European Commission DG Competition
Net Additional Impacts Assessment
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In reviewing the Lorn Arc TIF development proposals, a
number of market failures are considered to be present, as
discussed below.

4.3.1

Public goods

A public good is a category of goods and services which the
private sector is reluctant to supply but for which there is a
strong economic or social efficiency case for provision. In
technical terms, public goods are:
-

non-rival, which applies where one person’s consumption
does not prevent others from consuming the same good;
and

-

non-excludable, which applies where there is no mechanism
to exclude consumers from accessing the good or service
were it made available.

Lorn Arc TIF Business Case

required to meet the costs of treating its waste then their
activity is imposing a cost on water consumers which is not
reflected in the prices charged for final output.
These “negative externalities” require public sector intervention
to “internalise the cost” so that it is reflected in output prices, or
to treat the pollution directly. Positive externalities are also
possible, with examples including knowledge and innovation
spillovers and/or education provision which can both produce
additional benefits to the wider economy.
In relation to the Lorn Arc TIF development proposals,
externalities occur in relation to site remediation and access for
each site, with the private sector unwilling to meet the gap in
costs between investment cost and market value. These
externalities are at such a scale and level that they cannot be
funded through ‘normal’ development pricing i.e. there are
abnormally high costs that cannot be funded through
development profit.

If a good or service is “non-rival” and “non-excludable” then
there will be little or no incentive for consumers to pay for
provision, and the idea of the “free rider” arises i.e. why pay for
access if you cannot be excluded from consuming and
enjoying it?

TIF infrastructure investment will address these externalities by
undertaking up-front site remediation and access works that
will enable subsequent investment and development by the
private sector.

The absence of a market in which private businesses supply to
consumers who are willing to pay for access means that unless
the public sector intervenes the likelihood is that no provision
will be forthcoming. Common examples include, the protection
provided by the police and military, clean air and, in some
cases, free software. In a public sector context, the public
good rationale applies to interventions such as improvements
to key transport infrastructure.

4.3.3

For the Lorn Arc TIF, the public good rationale applies to the
road and port infrastructure aspects of the improvements. The
infrastructure constraints are at such a scale and cost that they
could not be realistically funded through developer
contributions; developers are already constrained through
other market failures that restrict development activity – see
below.

4.3.2

Imperfect information

Markets can only work well if good quality, accurate and up to
date information is available on market conditions. Producers
need to be aware of what customers want, where and when
they want it, what prices they are willing to pay, etc. Likewise,
consumers need to know who can supply the good or service,
when it will be available, what it will cost, etc. Information
failures occur where there are barriers to producers and/or
consumers accessing accurate and reliable information, and
two broad types can be identified:
-

information deficiency which is where there is a lack of
information of sufficient quality to make informed decisions;
and

-

information asymmetry where either producers or
consumers have access to the necessary information but
the other group does not.

Externalities

Externalities occur when an economic activity results in costs
and benefits for other activities which are not reflected in
market prices e.g. an industrial plant that is producing waste
that pollutes the water supply. Unless the plant’s operators are

This is probably the most common type of market failure that
public sector organisations are called upon to address. For the
Lorn Arc TIF proposals, information failures relate primarily to
the lack of private sector development activity i.e. the absence
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of any evidence of market demand and rental/investment yield
performance data. The TIF will resolve these issues by
identifying a leading ‘demonstration’ project that proves strong
market demand and thereby encouraging further development
activity.

Lorn Arc TIF Business Case

TIF infrastructure investments, there is potential for decline in
the local economy and consequent inequalities to remain or
become worse.

4.4
4.3.4

Co-ordination failures

Similar to the information failures discussed above, markets
can only work efficiently when there is co-ordination between
landowners, investors and businesses to achieve economic
efficiency. Co-ordination failures arise where no single private
entity (or group of entities) is able or willing to bear the costs or
have the power to co-ordinate activities in an efficient and
equitable manner.
For the Lorn Arc TIF, this relates to the combined ownership of
the various land-holdings (within and between sites) and the
presence of impacts and benefits that will arise through
catalytic development activity. In particular the public sector
has a key role in co-ordinating investment to achieve best
economic outcomes through its role in strategic planning and
infrastructure investment for the whole of the local economy.
Subject to the ‘but for TIF’ text, the Lorn Arc TIF provides a
route through which the Council can encourage strategic
investment across the Lorn area which no other partner would
be in a position to finance or deliver.

4.3.5

Equity issues

Distributional equity is one of the key strategic priorities for
Scotland as outlined in the Government Economic Strategy
(GES). Within the GES the equity priorities are to:
-

provide the opportunities – and incentives – for all to
contribute to Scotland’s sustainable economic growth;

-

accord greater priority to achieving more balanced growth
across Scotland, to give all across Scotland a chance to
succeed; and

-

promote economic growth and environmental quality and
responsibility as mutually advancing.

The Lorn Arc TIF project proposals will target an area that has
faced constrained development activity over the past 20 years
and fails to meet its potential to contribute to economic growth
at the national level. Without unlocking the direct and indirect
(catalytic) development outcomes that will arise through the

Approach to EIA

The starting point for the EIA was national benchmarks which
were then adjusted for project specifics with surveys used to
confirm levels and refine further. As indicated in SFT
Guidance it is important to undertake the assessment of
potential economic impacts by “utilising interviews with and
submissions from key stakeholders, local organisations/bodies
affected by the TIF and other relevant parties”. The surveys
undertaken for this study have therefore been used to feed
into, confirm and refine the EIA.
Assessment is therefore based on feedback from range of
primary consultations:
-

public sector bodies and organisations operating at local
and national level – Argyll & Bute Council, Highland Council,
Marine Scotland, Transport Scotland, Highlands & Islands
Enterprise, Scottish Development International, Visit
Scotland, Sport Scotland, Scottish Natural Heritage, SEPA:

-

representative bodies – Energy North, Inshore Fisheries
Group, BID4Oban; and

-

businesses and organisations operating in the hotel, leisure,
property, marine, transport and energy sectors.

In total interviews were completed with 26 individuals across
25 organisations – the pro forma used for these interviews is
attached at Appendix C.
Consultees were asked to identify any potential development
proposals that they were aware of – either proposed by them
or others. They were also asked to comment on the impacts
and benefits that might arise from the TIF project proposals
(both positive and negative) and, where appropriate, to provide
their views on where demand for completed commercial
property might come from (within the local area, from Scotland
or outwith Scotland).
Finally, they were asked to comment on the counterfactual
position i.e. what might happen without the TIF infrastructure
development proposals, and where there is demand in the area
for more business premises.
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Deadweight can arise from four main sources – impact, timing,
quality and scale – as shown in the following figures.

this chapter (Figure 4.1), this represents the baseline against
which the net additional economic impacts are measured. This
‘deadweight’ represents the level of development that is likely
to proceed (at the national level) without the Lorn Arc TIF.
The strong consensus from consultees is that without the TIF
investment there would be limited, if any, new development in
Oban and the surrounding area over the next 10-20 years.
Consultees noted the constrained private and commercial
development activity that has occurred over the past 20 years
(during a period of significant economic growth), particularly for
commercial and speculative development from the private
sector.
The TIF investments will create the right conditions for the
private sector to invest in the Oban area by addressing the
identified market failures. It will also create confidence in the
market that commercial development will be viable and that
there will be demand for the completed facilities (from both
businesses, residents and visitors).

Impact Deadweight

Turnover

A

Consultees were asked to comment on what might happen on
the proposed TIF investment sites in the absence of the TIF
funding.

B
With support:
the “factual”

Time additionality
impact

Without support:
the “counterfactual”

The worst case, as expressed by the vast majority of
consultees, is that very little would happen in the Oban and
Lorn areas – evidenced by:

Deadweight

0

T

t

-

constrained development over previous 20 years,
particularly commercial private and business space
development;

-

infrastructure constraints in accessing development sites;

-

continuing economic uncertainty and likely slow recovery at
the national/international levels;

-

the current profile and offer within Oban for visitors – in
particular the need to improve the quality of the town to
maintain its position of relevance at the Scottish level; and

-

competition from other places seeking developer investment
that have no (or less) market failures constraining
investment.

Time

Impact Period

Time/Quality/Scale Deadweight
As discussed in the following section, both types of deadweight
apply for the Lorn Arc TIF infrastructure proposals.
Assessment of consultee responses suggests that deadweight
should be considered as very low on the basis that very little
development activity would happen in the Lorn Arc area in the
short to medium term (over 10 years). It is also clear from past
evidence (from Oban and elsewhere) that where development
does come forward it would be in an ad hoc and non-strategic
way that would not maximise the contribution that development
investment could make to the local and national economy.

4.5

Counterfactual

The counterfactual analysis considers the ‘but for TIF’ case i.e.
what is likely to happen in the absence of TIF funding. As
outlined in the Net Additional Impacts Diagram shown earlier in

The best case, as expressed by a small number of consultees,
is that without TIF some limited development will happen within
Oban and the Lorn areas, but that any activity will be 5-10
years away, at best. These views were evidenced by:
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-

the need for businesses in Oban to invest to retain their
current market share in the tourism sector; and

-

quicker economic recovery than currently forecast, leading
to an upturn in demand for goods and services at the local,
national and international levels.

Based on feedback we have considered counterfactuals for
each of the individual property development sectors at best
case (i.e. some development will happen therefore low
additionality and higher deadweight) and worst case (i.e.
limited development will happen therefore high additionality
and lower deadweight) as outlined in Table 4.1.
Lorn Arc – Deadweight

Worst Best
Case Case
Retail
20%
30%
Specialist Business Units
0%
5%
(office / industrial)
General Business Units
10%
20%
(industrial)
O+M Bespoke
0%
0%
Hotel
10%
20%
Housing
5%
15%
Port Use
0%
0%
2
Other NDR Uses
20%
30%
Blended Deadweight Rate
Single Deadweight Rate

Space
Low High
Alloc. Dead. Dead.
16.0% 3.2% 4.8%
14.7% 0%
0.7%

40%
13.3%
5.0%
N/A
4.0%
7.0%

4.0%

8.0%

0%
0%
0.5% 1.0%
0%
0%
0%
2.1%
7.7% 16.6%
12%

Table 4.1 - Deadweight
Based on the allocation of floorspace for each type of
development, Table 4.1 identifies a single blended deadweight
figure for the Lorn Arc TIF of 12%. The underlying assumption
is that a low level of activity is anticipated without the TIF
intervention. This reflects the strong evidence arising from
past (actual) and future (forecast) market conditions and the
substantial market failure constraints which have effectively
stopped any private sector development activity.
In following the deadweight argument through it is important to
consider the impact that the constrained development in the
Oban area has had, and will continue to have, on the national
economy, and the likelihood that any new development will
simply displace what would otherwise have happened
elsewhere in Scotland.
Oban is the main transport and service hub for Lorn and the
islands, providing access to business, retail, professional and
personal services for residents and businesses across a large
rural area. It is also a major tourist and day visitor destination,

2

significant at the Scottish level in its own right but also as the
‘gateway to the isles’. It is the direct embarkation point for car
ferries to Kerrera, Mull, Coll, Tiree, Barra, South Uist,
Colonsay, Lismore and Islay – and from these visitors can
travel to Iona, Staffa and many other smaller isles.
The counterfactual (deadweight) assessment for the specific
TIF development elements is evidenced below.
Retail – the survey results show support for the creation of
new retail floorspace within the Lorn Arc area based on high
levels of retail leakage and the opportunity to reclaim local
spend back into the local area (including the shift from internet
purchasing). There has been very little investment in new retail
floorspace in Oban over the past 20 years and therefore the
available space does not meet the needs of operators who are
looking for modern fit-for-purpose retail accommodation. The
assessment of deadweight for retail also takes account of the
rural location of the Lorn Arc (including serving retail needs of
its island residents and businesses) and the significant
opportunity to increase spend from visitors and tourists. The
survey results support low levels of retail deadweight, taken
into the analysis at 20% and 30%. This is lower than other TIF
retail scheme elements but is evidenced strongly by consultees
based on local circumstances.
Specialist Business – this classification includes research
facilities at SAMS (a high value/high quality research facility of
EU significance which is important at the national level through
its potential to attract additional organisations, businesses and
investors that would not otherwise come to Scotland); the
industrial/freight/hangarage at Oban Airport (where there is
considerable opportunity to attract greater passenger and
freight activity that would support the growth of local
businesses and attract new operators to serve a growing
market); and the development of a new Marine/ Tourism Admin
Centre (which would be a wholly new and additional facility
designed as an entry point for cruise liner passengers, a facility
which is not currently available at Oban and is identified by
cruise operators as one of the key detractors in attracting more
cruise ships into Oban). The survey results provide very strong
evidence for nil and low deadweight rates, taken into the
analysis at 0% and 5%. In particular, these developments are
in expanding market sectors and/or where there are key gaps
(and therefore opportunities) in the Oban area at present.
General Business – this classification includes the
development of modern new business floorspace at key sites
across the Oban area. As evidenced consistently in this

Multi-Storey Car Park, Marina, Golf Course etc.
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Business Case, there was strong feedback from consultees
who evidenced the absence of any private sector investment in
new floorspace over the past 20 years with strong economic
growth, and key market failure issues that constrain
development activity. Development floorspace is expected to
accommodate businesses across a wide range of industry
sectors, including servicing the growing offshore renewables
sector (particularly the development at Tiree). Consultees also
noted that where constraints have been overcome and new
business units have been built, space has been quickly taken
with low levels of vacancy. The survey results provide strong
evidence for low levels of deadweight, taken into the analysis
at 15% and 35%.
Bespoke O+M – it is likely that in the absence of the TIF
infrastructure investment, the operator for the Tiree Offshore
Wind Farm (SPR) would service the facility from outwith
Scotland e.g. Belfast. The TIF enabled development would be
a wholly new facility that would not remove activity from
elsewhere in Scotland, and deadweight has therefore been
taken forward into the economic analysis at 0% to 5%.
Hotel – feedback from consultees in relation to new hotel
development within the Lorn Arc area consistently reported
four factors that influenced our consideration of deadweight: 1)
given its strong tourism profile, there are very high levels of
occupancy in the existing hotels, particularly in better quality
accommodation; 2) there is an opportunity to attract more
staying visitors through the enhanced facilities, services and
place quality that will be created through TIF (and the
associated CHORD) investments; 3) there has been a lack of
investment in new hotel provision in Oban and the surrounding
area, largely driven by a lack of business confidence but also
the market failures that have constrained new development
sites coming forward; and 4 )the new business and leisure
developments that are enabled through the TIF investments
that will increase demand for hotel accommodation. Strong
feedback was provided by local businesses (including hotel
operators) and tourism organisations/professionals that gives
evidence for low levels of deadweight which, when taken
together with the area’s rural location and potential to
encourage more visitors to stay, support rates of 10% and 20%
taken into the economic analysis.
Residential – Oban is a key business and population centre
for the West Coast and is also a major access gateway hub to
a number of island communities. Deadweight evidence is
based against three considerations: 1) consultees consistently
noted significant issues in Oban over housing availability,
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particularly the availability of starter and family houses; 2)
recent evidence released from Census in Scotland that shows
growing trends for single person households which are now the
most dominant household type; and 3) while the region is
forecast for population decline over the next 25 years (7.2%)
set against national increases (over 10%), this does not take
into account the TIF enabled investments that will substantially
increase employment opportunities and help to retain existing
and attract new residents. Overall, the analysis identifies that
there is likely to be significant increasing demand for new
housing in the Oban area, but strong market failures and
confidence issues that will constrain development. West
Highland Housing Association, the major social rental operator,
has noted strong interest in one of the TIF enabled sites.
Survey results therefore provide strong evidence for low levels
of deadweight, taken into the economic analysis at 5% and
15%.
Port Use – the port use includes two major functions: 1) a
facility for cruise ship tenders to allow passengers to embark
via a modern fit-for-purpose facility – cruise ship operator
consultees described the current landing facilities as extremely
poor; and 2) marine/port landing for shipped goods – the
current docking facilities at the existing piers are heavily overused with very limited opportunity to increase activity. The
cruise sector is an expanding market at the national and
international level and there is potential to attract new
operators and visitors rather than displace activity from
elsewhere. Consultees reported that the new facility would
refresh the Scottish market and open access to new island
destinations. Infrastructure improvements at the north pier will
support new activity that would not otherwise happen – the
analysis therefore takes deadweight for this development use
at 0%.
Other NDR Uses – this category includes four development
classifications: 1) multi-storey car park – there is already high
demand for car parking in Oban town centre and the TIF
enabled (and CHORD) investments will increase demand; 2)
marina – there is strong demand for the creation of new marina
berthing in Oban and the wider area to serve a growing market,
but also to address an identified gap in facilities based on
preferred sailing times; 3) development of a new international
level golf course and associated development at Dunbeg that
will operate in a growing market and attract visitors that would
not otherwise come; and 4) Miscellaneous developments
serving Oban and the wider area – only the gross additional
elements of facility are included in the appraisal. Feedback
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from consultees reported that these developments would be
difficult to accommodate in the absence of TIF and that they
would occur significantly later, needing high levels of business
confidence which would taken many years to come. The
survey results therefore demonstrate strong evidence for low
levels of deadweight, taken into the economic appraisal at 20%
and 30%.

4.6

Displacement

Displacement takes account of the proportion of activity that
will replace what would have happened in the absence of the
TIF – at the local level within Oban, and at the national level
elsewhere in Scotland. It is important to take account of
displacement in relation to the property activity (development
and investment) that might otherwise take place elsewhere, but
also in relation to business activity (expansion,
location/relocation) that might otherwise go elsewhere.
By considering displacement at the appraisal stage of the
project there is potential to review and adopt mitigating
measures to offset and reduce any negative effects.
As outlined in the pro forma questionnaire (see Appendix C)
consultees were asked to comment on:
-

likely demand patterns – where is demand likely to come
from in relation to business occupiers and visitors?

-

likely effects on business behaviour and operating
performance – relocation, expansion, introducing new (or
withdraw) products/services, etc i.e. will businesses start or
stop doing anything as a result of the TIF investment?

-

likely impact on the economic performance of Oban – might
any direct and/or indirect effects arise through additional
demand generated by the TIF investments?

-

likely effects on competing development proposals – will the
TIF investments have any (positive and/or negative) effects
on other development proposals?

Analysis of the feedback from consultees has identified that
displacement is likely to be low. In line with best practice we
have adopted a scenario approach based on upper and lower
effects:
-

lower displacement levels assume that the TIF investment
will only replace very limited levels of activity within Oban or
elsewhere in Scotland; and
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-

upper displacement levels assume that the TIF will replace
what would be considered a material level of activity from
elsewhere in Oban and Scotland.

Due to the rural location of Oban and the remote rural setting
of the other parts of the Lorn Arc, and also the specific
circumstances of the market sectors that will be supported, the
potential for displacement of services and businesses from
outwith the red line to within it is very limited. The TIF enabled
property developments will not attract operators (developers
and businesses) who will establish replacement or substitute
activities/developments that might be proposed (or happening)
elsewhere in Scotland.
Where displacement occurs within the red line (from one
business premises to another), feedback from consultees
noted that any vacated business space would have a very high
likelihood of being re-occupied by another business.
The actual outcomes will be based on market forces in the
future and are likely to vary from those outlined in the table,
which are based on consultees perceptions of what might
happen. Displacement will also be dependent on the final
profile of development that occurs – both direct on the TIF
investment sites, and also catalytic/indirect within the wider
Oban and Lorn area.
The displacement rates adopted for the appraisal take account
of guidance for specific types of development i.e. housing and
retail typically have higher rates of displacement than business
3
floorspace . The available guidance recommends adopting a
project specific approach, informed by local evidence and
consultation. In general displacement is considered to arise
at the following levels:
-

none 0% - no other firms/demand affected;

-

low 25% - there are expected to be some displacement
effects, although only to a limited extent;

-

medium 50% - about half of the activity would be displaced;

-

high 75% - a high level of displacement is expected to arise;
and

-

total 100% - all of the activity generated will be displaced.

3 RDA Evaluation, Dept for Business Innovation & Skills, December 2009;
Additionality Guide, English Partnerships, 2004; Additionality and Economic
Impact Assessment, Scottish Enterprise, 2008
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Of the 25 stakeholder interviews, 21 provided comments on
demand and/or market change with feedback informing the
displacement assessment. While a small number (7)
identified that there would be some low level displacement
at the local and national levels, all 21 consultees identified
positive market effects.
Of these seven, comments were either related to specific
sectors (i.e. retail) and/or were caveated by being small in
scale. As well as supporting growing local/ national
demand, four consultees specifically noted that the TIF
developments would attract demand from outwith
Scotland.
The proposals also create an opportunity to retain local spend
within the Lorn Arc area, which would create benefits by
helping to improve the local offering for residents and visitors.
This virtuous cycle of improvement has potential to significantly
improve the retail and service offering with the Lorn Arc area,
thereby establishing high quality destinations on the West
Coast of Scotland that replicate the success of established
East Coast destinations. Improving choice and place quality
(as well as economic growth) are key objectives of the Scottish
Government.
As per guidance, we have based our assessment of actual
displacement rates against specific feedback from consultees,
and informed by EKOS appraisal/evaluation experience.
Overall, consultees believed that there would be limited
displacement due to pent-up demand, over-trading, growth
market context and reclaiming activity from internet trading.
The assessment rates by individual use are based on and/or
informed as follows.
Retail – there is demand for additional retail floorspace within
Oban to serve both residents and visitors, the TIF projects will
increase demand for retail floorspace by attracting new day
visitors and tourists, access to good quality new retail
floorspace will help to offset reliance on internet purchases by
increasing local choice (displacement at 15% and 35%).
Specialist Business – the industries that will be attracted are
operating within a growing market and have limited levels of
displacement at the national level i.e. growing demand for
products/services. This includes the O+M facility which, as a
totally new development, will not displace any activity; and also
the research units at SAMS (Dunbeg) that are highly
specialised at EU level and will attract new business activity to
Scotland (displacement at 5% and 15%).
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General Business – very limited levels of new workspace
development and therefore pent-up demand is constraining
business growth, consultees suggest that there is enough
demand to back-fill vacated space if businesses relocate to
new business units (displacement at 10% and 20%).
O+M Bespoke – new activity within a growing sector that will
not displace from elsewhere in Scotland (displacement at 0%
and 5%).
Hotel – consultees identified that the hotel sector in Oban
reaches maximum capacity during peak seasons and trade is
lost due to lack of supply, there is also a perceived lack of good
quality (4/5 star) accommodation which constrains demand
from both Scottish and non-Scottish tourists (displacement at
15% and 35%).
Housing – assessment is based on the additional retail spend
within new households that form as a result of the TIF
infrastructure investment, around half of this activity will already
occur through existing household spend i.e. new households
will form, or will form earlier, as a result of the property
development activity, splitting the household spend of existing
‘family’ units (displacement at 40% and 65%). [It is important
to note that while the economic impacts associated with the
housing developments have been taken forward into the
economic impact appraisal, as a non NDR generating
development, it has not been included in the assessment of the
single blended displacement rate].
Port Use – low levels of displacement as attracting operators
within a growing sector with capacity at the Scottish level
(cruise industry), facility will also be used for commercial/
industrial sector and increase capacity of island-based
businesses that are adversely affected by lack of good quality
port facilities for landing (displacement at 0% and 5%).
Other NDR Uses – new school will be relocated (therefore no
displacement, but accounted for in deadweight assessment),
marina/golf course in growing sectors, marina/ golf
course/restaurant targeted at the visitor sector, car park will
accommodate known demand and attract additional spend to
local area from both visitors and residents (displacement at 5%
and 30%).
Due to the nature of the Lorn Arc TIF proposal and the different
perspectives of consultees to the consultation pro-forma (i.e.
covering a number of development locations and potential
uses) a number of qualitative comments were provided that
have informed our assessment of displacement.
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In determining the overall displacement levels we have
captured the qualitative responses but have also draw on
EKOS’s experience and judgement (in both development
appraisal and evaluation), project appraisal guidance (as
outlined earlier) and benchmarks from other projects to assess
displacement rates for the specific types of development
activity, as outlined in Table 4.2.
Lorn Arc –
Displacement
Retail

Best Worst Space
Low
High
Disp.
Case Case AllocationDisp.
35%
16.0%
2.4% 5.6%
Low / 15%
Med
5%
15%
14.7%
0.7% 2.2%
Specialist Business Low
(office /industrial)
15%
35%
40.0%
6.0% 14.0%
General Business Low
Units (industrial)
0%
5%
13.3%
0% 0.67%
O+M Bespoke
None
35%
5.0%
0.8% 1.8%
Hotel
Low / 15%
Med
40%
65%
N/A
Housing
Med
0%
5%
7.0%
0%
0.2%
Port Use
Low
5%
30%
4.0%
0.4% 2.1%
Other NDR Uses Low /
Med
Blended Displacement Rates
10.2% 26.5%
Single Displacement Rate
18.38%

The individual displacement rates have been used to generate
a single high and low displacement figure which is based on
the floorspace profile of each individual use as outlined in
Table 4.2. The blended displacement rates are the sum of the
individual rates which are based on floorspace allocations.
The single displacement rate (14%) is the mid-point between
the low (8.2%) and high blended rates (19.9%). This is a very
low level of displacement but is strongly evidenced through:

-

-

-

will be accommodated within the TIF enabled sites and
premises (O+M, cruise ships, SAMS, etc), including the
profile of competitors (located outwith Scotland);
-

the opportunity to address both business confidence and
negative perceptions that will expand the size of the
market without reducing activity elsewhere; and

-

the persistence of market failures that have constrained
development over the past 20 years, and which will be
removed through the TIF infrastructure works, thereby
enabling property development activity.

Rate

Table 4.2 - Displacement

-
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the very strong views expressed by consultees about the
effects that the TIF investment (and enabled developments)
would have (see qualitative text below), including the
adjacent local authority, Highland Council, which is
supportive of the proposal;
the rural location of the Lorn Arc, with Oban as the main
town serving the needs of a wider remote-rural area,
including fragile island economies that are accessed and
serviced via Oban (air and ferry);
the need within the area for new, modern and fit-for-purpose
business (and residential) accommodation to meet existing
un-met demand that will address over-trading and support
growth, thereby creating new employment and GVA;
the considerable market opportunities (both new emerging
and growth sectors) that exist within those businesses that

This (14%) is the single displacement rate that is taken forward
into the financial analysis. This displacement rate has also
been taken forward into the economic impact appraisal (see
Tables 4.4 and 4.5) to estimate the net additional employment
and GVA that will be generated at the national level through
the Lorn Arc TIF.

4.7

Qualitative Comments

Consultees were asked to outline their views on a range of
issues.
1. What do you think are the key benefits that will arise from
the TIF, for your business and for the economy of Oban?
-

businesses – it will help to sustain existing and attract new
businesses, thereby helping to diversify the local economy;

-

confidence – it will act as a demonstration and catalyst for
additional development activity;

-

visitors – it will attract Scottish, UK and international visitors
to Oban and Lorn, but also to the wider Highland region;

-

population – by creating new employment opportunities it
will help to attract new residents who will consume products
and services that will, in turn, create economic activity;

-

services – it will help to sustain the existing level of services
that are available to local residents; and

-

perception – it will help to improve the perception of Oban
for both visitors and for potential investors.

2. What do you think are the likely negative impacts that will
arise from the TIF, for your business and for the economy of
Oban?
-

traffic – there is potential to increase traffic congestion
within the town centre at peak times through the
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development of new commercial floorspace and, in
particular, the port infrastructure option at the North Pier.
This will be mitigated through traffic management and route
layout improvements to improve circulation and movement;
-

-

housing – by attracting new residents there is potential to
increase demand and competition for both private and
social-rented housing. This will be mitigated through the
inclusion of housing within the TIF enabled development
sites, with proposals for over 750 new housing units to be
built over the next 10 years, a mix of private/social rented
stock; and
footfall – there is concern that significant development
activity in out-of-town locations could draw footfall from the
town centre having negative impact on existing business
performance. This will be mitigated through constraints on
development size and type, and increased demand overall
within the Lorn Arc that will increase footfall within the core
retail area.

If the TIF project does not proceed do you think there will be
any impact on other (non-TIF enabled) development
projects/proposals within the red line boundary?
Overall, consultees strongly believe that without the TIF there
will be very limited (if any) development activity in Oban with
continued decline in both the physical condition and economic
viability of the area. As evidenced in the counterfactual section
there has been little development over the past 20 years
(during a period of economic growth) with high levels of market
failure and low levels of business confidence.
Consultees were specifically asked to comment on two issues:
-

will any planned project activity (i.e. non TIF enabled) be put
at risk and might not happen if the TIF does not go ahead –
respondents suggested that Oban Bay Marina might be put
at risk; and

-

will other new project activity be prioritised and might
happen instead of the TIF – respondents were unable to
identify any other project activity that would/could replace
the TIF with most reporting TIF as the ‘only game in town’
for Oban.

As outlined in the Counterfactual section, the single
deadweight rate of 12% (which is based on bespoke appraisal
against each of the individual TIF enabled development uses)
results in 88% of all the development outputs as new and
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additional i.e. they will not happen without the TIF infrastructure
investment.
The Lorn Arc TIF creates the right conditions for development
across the area by removing the market failure constraints and
creating confidence for businesses and investors.
Overall, consultees identified substantially supportive
responses for the TIF proposal. In general, there is a sense
that the TIF is critical to the future sustainability and growth of
Oban and the surrounding area, and without it there is likely to
be ongoing decline with limited, if any, property development
activity, particularly for business accommodation.

4.8

Economic Impacts

The Lorn Arc TIF economic impact appraisal is conducted at
the national level in order to identify the net additional impacts
that will arise for the Scottish economy. All data presented in
the following text and tables relates to the national level
impacts. The detailed economic impacts for the local (Lorn
Arc), regional (Argyll and Bute) and national (Scotland) impacts
are presented at Appendix C.
Table 4.3 outlines the range of developments that are
anticipated will be delivered as a result of the TIF infrastructure
investment, both direct and indirect i.e. these will be enabled
as a result of the TIF investments.

Type of
Development
Retail
Specialist Business
General Business
O + M Bespoke
Hotel
Residential
Other NDR Uses
TOTAL

Amount of
Devt.
11,148 sqm
10,219 sqm
27,870 sqm
9,290 sqm
323 rooms
753 units
Mix

Job Density
Rate4
25 sqm / FTE
53 sqm / FTE
122 sqm / FTE5
SPR Direct
3 rooms / FTE
0.5 units / FTE
Gross estimates

Gross Jobs
(Attributable)
440
190
230
200
120
40
30
1,250

Table 4.3 - Development Profile – Gross Direct Attributable
Source: Employment Densities Guide, 2nd Edition, 2010, OffPAT /
Homes & Communities Agency

4
This table presents the average density rate but it should be noted that each
individual TIF enabled development has been appraised separately using the
most appropriate Job Density Rate from the OffPAT Guide.
5
This actual density for this use is much lower (at 74 sqm/job) as there are a
further 150 existing jobs that will be relocated, and are therefore not included in
new direct attributable job impacts.
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No density rate is available for housing development, but
based on EKOS’s appraisal and evaluation experience we
have adopted a density of 1 gross job created for every 20
residential units built – these jobs arise through expenditure on
goods and services by households.

Table 4.4 outlines the results from the economic impact
appraisal taking gross attributable jobs to net additional jobs
using the deadweight and displacement rates discussed earlier
(presented as mid-point values) together with multiplier and
leakage factors for each of the individual TIF enabled property
development uses. The table presents the results at the
Scottish level, with job impacts rounded to the nearest 10 to
avoid ‘spurious accuracy’ as defined in the Green Book.

In considering impacts there is a need to apply the deadweight
and displacement effects (as previously outlined) to the profile
of development proposals that are anticipated to analyse the
net additional jobs that will arise from TIF. It is also necessary
to make allowances for other economic effects i.e. multipliers
(additional spending generated by the new businesses and
jobs created) and leakage (the proportion of effects that will
benefit those outwith the target area – local and national).
Multipliers are based on Scottish Government Input-Output
Tables and leakage on EKOS’ professional judgement
(experience across a wide range of property development
appraisal and evaluation studies). In this instance leakage is
assumed to be 0% on the basis that all jobs will be taken by
people who are already resident within Scotland, or will relocate to take up any employment offer. Leakage is also
expected to be low at the Lorn Arc level with most employees
living and working within the town or wider area.

Deadweight
(% Mid Point)

Displacement
(% Mid Point)

Multiplier

Leakage (%)

In summary, we have assessed that economic impacts are
likely to be high – both in terms of additionality and scale with
1,250 gross direct and attributable jobs created as a result
of the TIF enabled property developments.

Retail
Specialist Business
General Business
O+M Bespoke
Hotel
Housing
Other NDR Uses
TOTAL6

Gross Jobs
(Attributable)

No new direct employment impacts are forecast from the port
use as no direct new property floorspace will be created – this
has therefore been excluded from the economic impact
analysis, but indirect job impacts will arise within local
businesses (e.g. retail and service) through expenditure on
goods and services by visitors and businesses. This has been
factored into the displacement rates, as outlined earlier.

Type of
Development

The job creation profile for SPR is a direct estimate provided by
SPR (as used in the Tiree scenario planning study).

440
190
230
200
120
40
30
1,250

25%
2.5%
15%
0%
15%
10%
25%
-

25%
10%
25%
2.5%
25%
52%
18%
-

1.31
1.70
1.70
1.67
1.24
1.55
1.59
-

0%
0%
0%
5%
0%
0%
0%
-

Net Additional
Jobs

To assess the economic impacts that might arise we have
used standard employment density rates to assess the likely
volume of gross jobs that might arise.
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330
290
250
310
100
30
30
1,330

Table 4.4 - Economic Impact Factors
The detailed appraisals are provided at Appendix C. The
results of the analysis reflect high gross to net additionality for
the Lorn Arc TIF at the Scottish level at 109% equating to
1,370 net additional jobs created through the Lorn Arc TIF.
Gross Value Added (GVA) is a measure of the value of goods
and services produced before allowing for depreciation or
capital consumption. GVA measures the income generated by
businesses after the subtraction of input costs, but before costs
such as wages and capital investments are paid, prior to
arriving at a figure for profit.
GVA per employee is calculated for each of the enabling
development types and is based on data from the Scottish
Annual Business Statistics. The latest data is available for
2009, and is therefore adjusted to 2013 prices (using the
Consumer Prices Index CPI), as presented in the following
table. To avoid ‘spurious accuracy’, we have rounded the 2013
adjusted GVA to the nearest £100.

The exception relates to the O+M employment activity where
the Tiree scenario planning study concluded that a small
proportion of employees (5%) are likely to have permanent
residences outwith Scotland but will be temporarily based here
during working periods.
6

Totals may not sum due to rounding.
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Development

Net
Jobs

Retail
Specialist Business
General Business
O+M Bespoke
Hotel
Housing
Other NDR Uses
TOTAL

330
290
250
310
100
30
30
1,330

2010
GVA
Per
Capita
£24,796
£50,170
£32,194
£76,289
£21,626
£23,463
£15,582
-

2013 GVA
Per
Capita
Adjusted
£27,500
£55,700
£35,700
£84,700
£24,000
£26,000
£17,300
-

Net GVA
(Midpoint)

£9.0M
£16.1M
£8.9M
£26.3M
£2.4M
£0.7M
£0.5M
£65.5M

Table 4.5 - GVA Impacts

The number of people employed on a construction project will
vary over the course of the works and will include full-time,
part-time, permanent, temporary and seasonal posts. PYE
analysis allows a consistent approach to economic impact
analysis based on the average turnover required in the
construction industry to sustain one job at the Scotland level.
Latest data is available for 2010, which we have up-rated to
2013 based on the Consumer Price Index – this gives a total of
£235k spend required to sustain one PYE for a period of one
year.

This is the total net additional GVA at the Scottish level that will
be generated annually once all anticipated developments are
completed and occupied, as per the detailed economic impact
analysis at Appendix C.

We have estimated the total construction cost of the profiled
developments, plus direct TIF infrastructure investment, at over
£220m over a 10 year period. This level of spend would
generate just under 1,000 PYE positions, equating to one-off
GVA of just over £60m. Given that the development period is
profiled over a 10 year period, it is appropriate to consider
these construction MYEs as full-time equivalent posts (i.e. jobs
that last for 10 years or more) – the TIF construction therefore
generates 100 FTE positions, which equate to a discounted
value (at 3.5%) of £53m construction GVA in 2013 values.

The Lorn Arc TIF infrastructure development works are profiled
over a five year period – this infrastructure will secure new
property development activity that will generate jobs and GVA
(net additional, as discussed above). This development
generates the NNDR that will be used to repay the TIF
investment, as profiled in the financial analysis.

In total the economic impacts associated with the Lorn
Arc TIF investment, at the Scottish level, equates to
almost 1,500 FTE positions and £691m total discounted
GVA over 25 years. These are the net additional values
at the Scottish level that are wholly attributable to the
Lorn Arc TIF infrastructure investment.

Net GVA is derived by multiplying the 2013 adjusted GVA per
head with the net additional employment effects, as presented
in Table 4.5. The total impact, at the mid-point, identifies that
the operational use of the TIF enabled properties will generate
£63.7m GVA per annum.

The financial analysis profiles this TIF enabled property
development over a 10 year period from Year 3 (2016) to Year
12 (2025). Following this development period we have profiled
the completed properties being fully occupied by 12 months i.e.
generating jobs and GVA.
Based on this we have profiled the operational jobs/GVA that
will be secured – using the mid-point figures at the national
level i.e. net additional jobs of 1,330 and net additional annual
GVA of £63.7m at the Scottish level. In total this will generate
almost £1,190m GVA over a 25 year period which, when
discounted at 3.5% (HM Treasury’s Social Time Preference
Rate) over the 25 year period, equates to total net additional
and discounted GVA of £691m over 25 years, in 2013 values.
In addition to the occupancy of the completed TIF enabled
properties, the actual construction works (the TIF infrastructure
investment and the subsequent property development) will
generate employment and GVA. For this analysis we have
adopted the Person Year Equivalent (PYE) approach.

4.9

Private Sector Leverage

Responses from consultees identified significant potential for
catalytic impacts to arise through the following:
-

new developments that will be encouraged because of the
TIF infrastructure;

-

planned developments that will come forward sooner, larger
and at better quality; and

-

existing businesses that will be encouraged to invest
through new confidence in the Oban economy.

As outlined in the qualitative comments section, consultees
expect that the TIF infrastructure investment will generate
economic benefits for the Lorn Arc and Scottish economy.
These will be achieved through the combined impact of supplyside levers (i.e. providing a wider range/better quality of goods
and services) and also increasing demand by attracting more
residents/tourists/businesses and generating higher levels of
expenditure.

37

Argyll and Bute Council

Lorn Arc TIF Business Case

Benefits

This creates opportunities for businesses to invest in new (and
expanded) operations within the Lorn Arc area, creating
demand for business premises and residential units.

4.10

Wider Benefits

In addition to the direct benefits that will arise for the local and
national economy, it is also appropriate to consider additional
benefits that will arise in the form of economic, social,
community, tourism, environmental, sense of place and
perception impacts.
Table 4.6 provides an assessment of the wider benefits that
are expected to arise as a result of the Lorn Arc TIF
investment.

Economic
Social and Community
Tourism

This investment does, however, include a number of uses that
is appropriate to exclude from the analysis i.e. public sector
investment (school and car parking) and residential
development. Excluding these uses reduces investment to
£125m, giving a leverage of £6.70 for every £1 TIF.

Environment and Place

In total we have estimated that there will be follow-on
investment of over £200m in property development and
construction works across all of the sectors outlined in the
various tables in this chapter. At this level, the TIF to follow-on
investment leverage equates to £1 TIF to £11 follow-on.

Perception

The economic impacts i.e. jobs and GVA as outlined earlier
can only arise through the construction and occupation of the
TIF enabled property developments. In order to assess these
economic impacts we have estimated the leveraged
investment that is likely to arise following the TIF infrastructure
works.

Supports construction sector
jobs.

Beneficiaries
Construction
sector
employees

Location for viable (equitable)
economic growth at Scottish
level.

Everyone

Visitor spend

Local
businesses

Promotes ongoing
regeneration of area and
economic diversification
Protects and enhances the
natural environment of area
Creates high value and
accessible jobs
Increased community
engagement
Enhances civic pride
Provides access to the
outdoor environment –
improves health and wellbeing
Sustains position at key tourist
destination at the Scottish
level
Supports development of
adjacent sites for tourism uses

Everyone

Construction
period
Permanent,
post
construction
Permanent,
post
construction
Permanent,
post
construction

Everyone

Permanent

Local people

Permanent

Local people

Permanent

Local people

Permanent
Permanent,
post
construction
Permanent,
post
construction

Local people

Everyone
Everyone

Expands day visitor/tourism
offer in area

Visitors

Attracts visitors and off-site
spend to Oban, Lorn and
greater Argyll/Highlands areas

Local
businesses

Creates sustainable use of
vacant and derelict sites

Everyone

Creates a landmark feature in
the heart of the town centre

Everyone

Enhancement of the natural
environment
Encourages walking/cycling
through provision of quality
infrastructure
Improves perception of Oban
and Lorn (and Scotland) as a
quality tourist destination
Improves perception of Oban
and Lorn as locations for
viable commercial
development

Timescale

Everyone
Residents

Everyone
Investors/deve
lopers and
businesses/
employees

Permanent
Permanent,
post
construction
Permanent,
post
construction
Permanent,
post
construction
Permanent,
post
construction
Permanent
Permanent,
post
construction
Permanent,
post
construction
Permanent

Table 4.6 - Wider Benefits

38

Argyll and Bute Council

4.11

Lorn Arc TIF Business Case

Summary and Conclusions

The consultation process and subsequent economic analysis
(as presented in this chapter) has shown that there is a strong
case for progressing the key infrastructure investments through
the Lorn Arc TIF scheme. It has also shown that there is
predicted to be a significant economic benefit generated at the
Scottish level.

over the next 10 years. With commercial investment estimated
at £125m – the TIF therefore generates £6.70 of private
commercial investment for every £1 of TIF investment.
The detailed economic appraisal is presented at Appendix C –
this outlines the impacts at the Scottish national level as well
as at the Lorn Arc (local) and Argyll & Bute (regional) levels.

The analysis presented in this chapter confirms that the Lorn
Arc TIF will generate substantial economic impacts and
benefits at the local (Lorn Arc), regional (Argyll & Bute) and
national (Scotland) levels. There is strong evidence that it will
generate very low levels of deadweight (the counterfactual of
12%) and that it will displace very low levels of activity from
elsewhere in Scotland (18.38%).
Description
Gross Attributable Jobs
Single Deadweight Rate
Single Displacement Rate (Scottish Level)
Net Additional Jobs (Scottish Level)
Annual GVA
Construction Jobs
Construction GVA (One-Off)
Total Discounted GVA (25 Years @ 3.5%)
TIF Infrastructure Investment
Total Follow-On Investment
Follow-On Excl. Residential/Public Sector
Private Sector Leverage (Excl. Housing)

Scale
1,250
12%
18.38%
1,330
£63.7m
1,000 PYEs/100 FTEs
£61.7m
£691m
£18.7m
£207m
£125m
£6.70

Table 4.7 - Economic Analysis Summary
Table 4.7 provides a summary of the economic analysis
presented in this chapter, effectively telling the story of the
impacts that will arise as a result of the Lorn Arc TIF
infrastructure investments. It takes account of the
counterfactual (deadweight), displacement (at the Scottish
level) and other economic factors (leakage and multipliers) to
identify net additional jobs forecast to arise at the Scottish
level of 1,330, which will generate annual GVA of £61.7m.
The analysis also identifies that the TIF infrastructure works
and follow-on property development activities will generate
significant construction activity equating to almost 1,000 PYE
posts (100 FTEs), which will generate one-off GVA of £62m.
The total discounted GVA arising from the Lorn Arc TIF over
the next 25 years (discounted at 3.5%) is £691m in 2013
values.
The TIF investment will generate follow-on investment in a
range of property development activities, estimated at £207m
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5

Financial Analysis

5.1

Introduction

5.2.2

The following chapter outline the consideration given to the
financial modelling of costs, loans, income and payback
periods which has been completed by Argyll and Bute
Council’s Strategic Finance team in discussion with EKOS and
the wider business case team. Discussion and feedback from
SFT had been sought and included where appropriate.
In line with the guidance a 25 year financial model has been
prepared. The model allows the Council to understand the
ability of the incremental NNDR retained by the Council to
repay the prudential borrowing undertaken to fund the
investment in assets under the TIF.

5.2

Base Case Assumptions

5.2.1

Capital Expenditure

Lorn Rd/Kirk Rd
Dunbeg Gateways
Halfwayhouse Rb/
Dunbeg Dev Rd
Oban South
North Pier Extension
North Pier
Streetscape
Barcaldine Access
Improvements
Barcaldine O+M
Port Infrastructure
Oban Airport Access
Oban Airport
Business Park
Total

2.75
0.2
2.0

2.75
0.2
2.0
1.5
5.2

3.0
5.2
1.0

1.5

1.0

0.4

0.4
3.75

0.4
3.19

7.5

3.75
0.19
0.4

0.19

2.95

Total

2019

2017

2016

2015

Project /
Investment (£M)

2014

The estimated capital expenditure to be funded through the TIF
project is £18.89M as detailed in the spend profile below:

1.5

3.75

18.89

Investment Profile
Note: No investment planned in 2018

The Council has considered potential existing borrowing
sources of funding for the projects, but does not have the
capacity in its capital budget to invest in these projects. This
ties back to the ‘but-for’ case outlined earlier. Therefore without
the £18.89m of enabling upfront public sector infrastructure
spend, then much of the private sector development and
economic growth would be significantly delayed or lost.

Annual Borrowing Costs

The borrowing costs associated with the proposed capital
expenditure require to be repaid over the 25 year period of the
TIF. The annual borrowing costs would reach £1,68k on the
basis of a straight line annuity repayment over 25 years with an
interest rate of 5.5%. The rate includes an interest rate buffer
of 0.6%.

5.2.3

National Non Domestic Rates

The calculation of the income from Non Domestic Rates has
been described in the previous chapter and the resulting input
to the financial model is shown in Appendix D.
It is noted that the estimated NNDR potential (£1.575m) has
been calculated using estimates of the likely development with
a ten year period using a poundage rate of £0.462 against the
estimated rateable value and that no uplift has been made for
larger properties above the relevant threshold or for the
additional rate associated with certain types of retail. It is also
noted that the calculated potential (£1.575m) has not been
applied in full as a rounded, lower, values have been used in
the finance model. The combination of these factors combine
to result in a reduced NNDR profile which is at a level which
should account for voids and therefore no further reduction for
this has been applied.

5.2.4

Displacement

The amount of incremental NNDR which the Council can retain
under the TIF agreement requires to be adjusted to reflect an
estimate of the amount of NNDR which the project will displace
from outwith the red line area. A single displacement figure of
18.38% has been applied to the annual estimate of NNDR for
each of the years to arrive at the net figure which it is projected
that the Council will retain. As the displacement has been
applied within the estimate of NDR the Base financial model
does not make an additional allowance for this.

5.2.5

Timings

An estimate has been made of the expected timing of
increases in incremental NNDR which will be retained. This is
based upon knowledge of what the public sector investment
will release, discussions with agents and developers and as a
result of sense checks undertaken within the project Steering
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Group which included senior staff in the Planning and
Economic Development teams. This profile which includes the
adjusted for displacement has been used in the model.

5.2.6

Other Income

The only other income streams included in the financial model
at this stage (other than NDR) is income from additional
charged car parking spaces and an additional income from the
North Pier dues.
The North Pier Extension will provide up to 40 additional
spaces in an area of high parking demand and a conservative
allowance per space per year (£2 per space over 300 days,
rounded to £25k per annum) has been included within the
model. The Oban South masterplanning and regeneration is
expected to generate up to 250 additional charged parking
spaces and again a conservative amount per space per year
(£1 per space over 300 days per year, rounded to £100k per
annum)) has been allowed.
The additional Pier Dues from the North Pier are have been
predicted by a simple uplift based on a percentage of the
existing fees. The existing fees per annum are circa £100k and
an allowance of up to 30% (£30k) increase has been included
in the model.

Base Case Overview
From year 8 the annual income from additional NDR and other
income is predicted to exceed the financing costs.

5.3.2

Repayment Period

If all the TIF revenues are allocated to cover the debt service
costs and then repaying debt the loans (a cash sweep
approach as requested by SFT) it is predicted that the
investment loans paid off within a 20 year period. This is
illustrated in the following chart.

It is noted that the above estimates are conservative and
therefore may increase but it is also noted that they make up
less that 10% of the income and that the financial model is
therefore not particularly sensitive to changes in these
estimates.

5.3

Base Case Results

5.3.1

Costs and Income

On the basis of the assumptions outlined above the total
estimated revenue from incremental NNDR and other fees is
shown below along with the borrowing costs and the net
deficit/surplus.
Cash Sweep Payback Results
The overall surplus in the Base Case is £16.6M which would
be shared between the Argyll and Bute Council and the
Scottish Government and therefore allow circa £8.3M
additional investment in the area if realised.
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5.4

Sensitivity Analysis

In order to make an assessment of the robustness of the
business case a number of sensitivity tests have been run in
relation to:
-

Project Cost-increasing by 10% and 20% or reducing by
10% or 20% has been considered. This should be set in the
context of the optimism bias allowances made in the project
cost estimates (20% to 50%) and it is noted that the 10%
and 20% increase sensitivities are considered unlikely to be
encountered as a result of strong project management and
cost control.

-

Interest Rates increasing by 1% or decreasing by 1% have
been considered.

-

Inflation increasing by 1% or decreasing by 1% have been
considered.

-

Timing of Capital Expenditure being delayed by one full year
has been considered. It is noted that the model assumes the
same start date for the initial investment but that following
the investments being delayed.

-

Timing of Incremental NNDR being delayed by one full year
has been considered. This assumes all investments made in
line with the Base model but all NDR income and additional
income being delayed.

-

Value of Incremental NNDR being 5% or 10% below the
Base has been considered.

-

Displacement of plus or minus 5% has been considered. As
noted previously the NDR entered in the finance model has
the single displacement figure applied therefore this
sensitivity is an additional test and not a substitute for
displacement.

Each of the tests has been considered in turn and the results of
have been expressed in terms of the ability of the income to
repay the debt within a defined number of years.
The following table summarises the results and further
graphical data and numerical results are provided in Appendix
D.
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Sensitivity Test
Base
Project Cost + 10%
Project Cost + 20%
Project Cost - 10%
Project Cost - 20%
Interest Rate + 1%
Interest Rate - 1%
Inflation Rate + 1%
Inflation Rate - 1%
Capital Ex + 1yr
NNDR -1yr
NNDR - 5%
NNDR - 10%
NNDR - 15%

5.5

Result
20 years
22 years
24 years
19 years
17 years
22 years
19 years
19 years
22 years
20 years
22 years
21years
22 years
23 years

Early Year Interest Gap

In the early years of the TIF project there will be a delay
between the investment being made and the incremental
revenues arising. During this period debt service costs will
arise on the borrowing made to fund the investment which
cannot be covered by the new revenues available. In these
early years it is common in project finance to assume that
additional debt will be drawn down to pay the interest due with
this being rolled up into the debt balance and repaid over the
remaining term of the loan.
The financial model assumes that the amount is rolled up and
repaid over the TIF term. On this basis there still is sufficient
revenue to repay all the debt service costs within year 20 of the
TIF term. However while the overall payments are viable the
early years will see the need to manage the funding gap.
Following representations from Argyll and Bute Council the
Scottish Government has agreed a partial deferment of during
the early years of the project. It has been agreed that a
suspension of the principal payments would be allowed or a
period of up to 4 years from commencement of the TIF
scheme.
The overall debt/risk at this stage of the project is dependent
upon the gap between the cost and income and also the length
of period before the balance is redressed. To illustrate this the
sensitivity analysis has been interrogated to show the number
of years before the income exceeds the costs and also the
peak debt which would need to be found from other sources.
This is presented in the following table with further detail shown
in Appendix D.
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Sensitivity Test
Base
Project Cost + 10%
Project Cost + 20%
Project Cost - 10%
Project Cost - 20%
Interest Rate + 1%
Interest Rate - 1%
Inflation Rate + 1%
Inflation Rate - 1%
Capital Ex + 1yr
NNDR -1yr
NNDR - 5%
NNDR - 10%
NNDR - 15%

Lorn Arc TIF Business Case

Max Debt
-£1.46M
-£2.19M
-£3.08M
-£1.02M
-£0.86M
-£2.33M
-£0.89M
-£1.34M
-£1.64M
-£0.48M
-£2.86M
-£1.72M
-£1.98M
-£2.23M

TIF Year
8
8
9
4
4
8
4
7
8
8
8
8
8
8

The options for managing this deficit and that funding gap of
between £0.48M and £3.08M will be discussed within the
strategic finance team but it is expected that management of
the investments, more detailed spending profiles and use of
the general fund will be required.

5.6

Summary and Conclusion

The Financial modelling has shown that the Base case is
expected to reply the TIF related loans within 20years of the
start of the TIF period. The sensitivity shows a range of
payback periods from 17 years to 24 years. The risks involved
in the sensitivity assumptions becoming a reality will be
considered in detail as the projects progress with individual
business cases and will be managed accordingly. At this stage
is it clear that the benefits are potentially significant for both the
local and national economy and that the financial appraisal is
shown to be robust.
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6

Risk

6.1

Overview

This chapter outlines the key risks to the TIF project as a whole
and considers the potential options and risk management
procedures which could be employed by the Council and its
partners to mitigate or minimise the potential occurrence and
impacts. An initial TIF Programme risk register is included in
Appendix E.

6.2

Risk Management

The Council will manage the risks associated with delivery of
the overall TIF Programme and individual projects in an
approach consistent with its existing project and risk
management policies. It will establish appropriate levels of risk
transfer at programme and individual project level. This will be
key to the success of the TIF project and will help provide
sufficient safeguards so that the Council is not overly or
unnecessarily exposed to financial, contractual or construction
risks. The benefits are:
-

placing risk with the party best placed to manage that risk,

-

ensuring effective risk management and mitigation,

-

achieving better vale for money, and

-

securing budget certainty.

As part of the future process of further testing the feasibility of
the TIF projects, risk workshops will be held with stakeholders
and Council officials to examine the level of risks within the
project. Given the current stage of the project, the risks
identified in Appendix E represent high level project risks, the
main risks being seen as cost over runs during the approval
and construction phases, variations in the expected revenue
stream and other wider commercial, regulatory and economic
factors.
The Council will adopt a PRINCE2 project management
methodology to take the project forward which is used
extensively by the UK Government and is widely recognised
and used in the private sector, both in the UK and
internationally. This approach is now very familiar to the
officers and senior management as it is used extensively on
projects and business cases which Argyll and Bute Council
progress.
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6.3

Linking infrastructure to development

A key risk to the Council in providing funding for up-front
infrastructure in advance of the wider development by the
private sector is that the development either never happens or
is significantly delayed. These points are fundamental issues
for the viability of a TIF scheme and for considering any
infrastructure investment decision. SFT guidance states that
construction cost overruns and market sales risks should,
where possible, be mitigated and passed to the private sector
developer through a fixed price arrangement, and the delay /
inaction risk mitigated through the commercial structure of the
back-to-back legal agreements. The management of these
risks will be integral to the TIF forward management process
and a full review at key stages will be undertaken.
As each of the projects identified has a different set of returns
and interactions with the private sector each project will be
taken forward under its own Business Case or as part of a
bundled investment Business Case (for example the North Pier
works or the Airport area works). The risks and potential
mitigation/agreements will be discussed and agreed at the
appropriate stage of each project and passed through the
normal council governance processes with TIF Executive
interaction where appropriate.
Ultimately the Council will progress projects where there is a
greater understanding of the certainty of return and will control
spending and use a phased approach to investment. This will
minimise risks where appropriate bus till allow it to take
advantage of opportunities, willingness of developers to
progress and of partnership working.

6.4

Viability Risks

As indicated within the Financial Analysis chapter the TIF
scheme will require infrastructure costs to be debt funded,
most likely using the Council’s prudential borrowing powers.
The TIF projects will be aligned to the Council’s capital
programme and treasury management strategy as the detailed
investment requirements are progressed through individual
detailed business cases including costing and value
management exercises.
There are a number of potential issues in the use of Prudential
Borrowing to fund infrastructure assets. A key issue is to
ensure that borrowings are undertaken to support capital
expenditure.
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as a contribution to a wider package of works, these
should be attributable to the subsequent contract award
that results in a Council asset (such as the adoption of
roads and directly attributable works to bring the roads
into public use).

The definition of capital expenditure can generally summarised
as:
-

costs that are directly attributable to bring (a tangible fixed)
asset into working condition for its intended use.

The technical aspects of this project have been explored
by the development partners in some details and
appropriate costing exercises have been undertaken. The
main TIF risk associated with this project is the
connection to the subsequent private sector development
and it is noted that suitable agreement will be put in place
to ensure that the timing of Council investment is linked to
known development timescales.

Whilst the detailed accounting treatment requires further
consideration the working assumption is that funds may be
applied as follows:
1.

2.

3.

£2.75M Lorn Rd / Kirk Rd Improvements – A Council
procured roads project which would likely be incorporated
into the Council’s capital programme and the cost of
borrowing met by TIF receipts. The key risks for this
project relate to planning delays and technical delivery,
both of which are through to be manageable within
normal procedures. To account for the technical aspects
and the potential impacts on project cost, an optimism
bias of 40% has been included in the costing of this
project and it is through reasonable that this can be
managed down as the design progresses.
£0.2M Dunbeg Gateway Features – A Council procured
roads related project which would likely be incorporated
into the Council’s capital programme and the cost of
borrowing met by TIF receipts. This is considered low risk
in all aspects and would be managed in appropriate
manner.
£2M Halfwayhouse Rbt and Dunbeg Development
Road Investment – TIF Development partners
(Dunstaffnage Estates, WHHA and Tom Laithe) are
currently responsible for progressing the design, planning
and procurement of these works which are likely to be
subject to future planning conditions relating to each
development. This raises the potential scenario where the
Council prudentially borrows to on-lend into the
development partners, which would then procure the
infrastructure works packages on the Council’s behalf as
part of a wider package of strategic infrastructure works.
For accounting purposes on-lending in this manner would
be classified as a long term investment and not a fixed
asset. However, this is only if the Council was lending the
funds as share or loan capital which is potentially not the
case.
Provided the outcome is a fixed asset for the Council
and/or Transport Scotland then this appears to avoid onlending complications; therefore, if funds were advanced

4.

£3M South Oban Development Zone – A Council
procured roads based project which would likely be
incorporated into the Council’s capital programme and the
cost of borrowing met by TIF receipts.
The main TIF risk associated with this project is the
connection to the subsequent private sector development
and it is noted that suitable discussions, planning and
developer agreements will be put in place to ensure that
the timing of Council investment is linked to known
development timescales.

5.

£5.2M North Pier Extension – A Council procured port
and marine project which would likely be incorporated into
the Council’s capital programme and the cost of
borrowing met by TIF receipts.
The technical challenges and associated cost risks with
marine engineering works are the main risk to this project
and therefore a 50% optimism bias has been used when
calculating the budget cost. It is assumed that value
engineering and design development will allow this
contingency to be reduced as the project progresses and
that considerable savings may be possible.

6.

£1M North Pier Streetscape Improvements – A Council
procured streetscape project associated with the wider
development of the North Pier area which would likely be
incorporated into the Council’s capital programme and the
cost of borrowing met by TIF receipts.
The scope and requirements of this project will be
developed to ensure that costs remain within budget and
it is anticipated that the other delivery risks are low.
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7.

£0.4M Barcaldine Access Improvements – Potentially a
Council procured roads project which may be
incorporated into the Council’s capital programme and the
cost of borrowing met by TIF receipts. There is potential
that this investment is delivered by the TIF development
partners with part funding investment by the Council.
Details will be discussed through the course of the
detailed business case for this investment.
The project is considered to be a standard roads projects
and the costing has included a 20% contingency at this
stage.

8.

£3.75M Barcaldine O+M Port Improvements – TIF
Development partners (MRC Barcaldine, SPR, HIE, SDI)
could be responsible for progressing the design, planning
and procurement of these works. This raises the potential
scenario where the Council prudentially borrows to onlend into the development partners, which would then
procure the infrastructure works packages on the
Council’s behalf as part of a wider package of strategic
infrastructure works.
For accounting purposes on-lending in this manner would
be classified as a long term investment and not a fixed
asset. However, this is only if the Council was lending the
funds as share or loan capital which is potentially not the
case. The discussions to date with partners and with the
Scottish Government State Aid team suggest that there
are a number of investment mechanisms to be explored
and that these delivery mechanisms for this site or for the
delivery of alternative port infrastructure in a different site
should be taken forward as the market needs and specific
requirements become clear.

9.

£0.19M Oban Airport Access Improvements – A
Council procured roads project which would likely be
incorporated into the Council’s capital programme and the
cost of borrowing met by TIF receipts.
The project is considered to be a standard roads projects
and the costing has included a 20% contingency at this
stage.

10.

£0.4M Oban Airport Business Park Enablement –
Primarily a Council procured roads project which would
likely be incorporated into the Council’s capital
programme and the cost of borrowing met by TIF
receipts.
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The project is considered to be a standard roads projects
and the costing has included a 20% contingency at this
stage.
Asset ownership will be considered in the wider context of the
procurement strategy and those contract works which would be
covered by the master developer’s working capital. The Local
Government (Scotland) Act 1975 does not confer borrowing
powers on local authorities to borrow to lend to third parties
where the local authority does not own an asset for which they
intend to borrow. However, the Act does confer powers on
Scottish Ministers to consent to a local authority borrowing for
expenditure not otherwise permissible, but only if they consider
that such costs should be met from borrowing.

6.5

Procurement Approach & Strategy

EU procurement rules require the Council to comply with OJEU
requirements and formally procure capital works contracts via
this means. The final procurement strategy for the TIF scheme
still needs to be confirmed. However the current proposition is
that the Council will procure the majority of the works with the
exception of The Halfwayhouse Rbt & Dunbeg Development
Rd and works at and around MRC Barcaldine. The Council will
provide a financial contribution (via TIF) to the relevant
development partners who will procure the works through
OJEU. The Council will still be required to satisfy itself with
compliance of EU procurement rules to ensure transparency
and compliance with State Aid rules, linking funding directly to
individual contracts.
Normally a competitive tender should be used by the Council to
select its provider, however where the Council does not or
cannot tender it needs to ensure there is a bonfide
legal/procurement exemption from the normal requirement to
put out to tender.

6.6

State Aid

State Aid is a Member State’s financial aid to business which
meets all the criteria in Article 1071(1) of the Treaty on the
Functioning of the European Union (The TFEU).
Article 107(1)2 declares that State aid, in whatever form, which
could distort competition and affect trade by favouring certain
undertakings or the production of certain goods, is
incompatible with the common market - unless the Treaty
allows otherwise.
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ii – It favours certain undertakings or production of certain
goods. It aids an undertaking, i.e. an entity engaged in
economic activity. Economic activity is activity for which there is
a market in comparable goods or services. It can include
voluntary and non profit-making public or private bodies such
as charities or universities when they engage in activities which
have commercial competitors. It includes self-employed/sole
traders, but generally not employees as long as the aid does
not benefit the employers, private individuals or households.
The aid is available to certain undertakings but not others in
the Member State e.g. it selects individual businesses, sectors,
areas, sizes of business, or production of certain goods (a
benefit available to all businesses is not State aid but a general
measure).
It favours them by conferring an advantage on them. An
advantage may be direct or indirect, e.g. grants or favourable
loan terms or services provided at less than market cost, or
relief from charges a business would normally bear.
iii) It distorts or threatens to distort competition. It
potentially or actually strengthens the position of the recipient
in relation to competitors. Almost all said will have potential to
distort competition - regardless of the scale of potential
distortion or market share of the aid recipient.
iv) It affects trade between member states. This includes
potential effects. Most products and services are traded
between Member States and therefore aid for almost any
selected business or economic activity is capable of affecting
trade between States even if the aided business itself does not
directly trade with Member States. The only likely exceptions
are single businesses, e.g. hairdressers or dry cleaners with a
purely local market not close to a Member State border. The

Discussions with the State Aid Unit (SAU) within the Scottish
Government have been progressed at this early stage in the
investment process and each of the short list options has been
assessed in terms of the high level risks of infringing State Aid
rules. The table below summarises the Council and SAU’s
agreed current thinking on each of the project elements:

Investment Option
1 – Lorn Rd / Kirk Rd

Criteria iv) Affects Member State Trade

i – it is granted by the state or through state resources.
State resources included public funds administered by the
Member State through central, regional, local authorities or
other public or private bodies designated or controlled by the
State includes indirect benefits such as tax exemptions that
affect the public budget.

Potential Impacts on Lorn Arc TIF Options

Criteria iii) Competition Distortion

State Aid Key Criteria

6.6.2

Criteria ii) Favours Certain Undertakings

6.6.1

case law also shows that even very small amounts of aid can
affect trade.

Criteria i) Public Funding

The following section provides an overview of the key criteria
relating to State Aid consideration and an outline of how these
have been understood to date and how they will be taken
forward.

Lorn Arc TIF Business Case

Risk

?

X

X

Low

2 – Dunbeg Gateway Features




X

X

X

Low

3 – Halfwayhouse Rbt / DDR



X

X

X

Low

4 – South Oban Dev Zone



X

X

X

Low

5 – North Pier Extension



?



?

?
X

Low/Med

6 – North Pier Building & Streets

?
X

7 – Barcaldine Access Imp




?


?


Low/Med

8 – Barcaldine O+M Port Imp

?


9 – Oban Airport Access Imp



?

?

?

Low/Med

Low
High

State Aid – Initial Risk Assessment
It should be noted that the State Aid risk assessment is
indicative at this stage and will ultimately depend on a number
of detailed considerations which will only be developed through
the next stages of design, costing, investment management,
funding strategy, procurement and ownership. Due to the
above it may be that investments shown with a low risk could
become medium or high risk and similarly the high risk projects
could be managed and delivered in a way which reduced the
likelihood of encountering State Aid issues.
It is noted that the highest risk in terms of State Aid relates to
the investment in the MRC Barcaldine facilities and it is
suggested that discussion on the means by which this is
delivered is reviewed on a regular basis as policies, investment
allowances and developers plans progress. It should also be
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noted, as described earlier in the report, that there are other
options for the O+M sites and that these will be considered in
discussion with the key stakeholders as the offshore energy
plans develop to ensure that the right facilities in the right
location enabled by allowable supporting funding are delivered.
Discussions with the Scottish Government State Aid team will
be continued as each of the investments is taken though the
full Business Case process and appropriate advice will be
taken before investing in the projects.

6.7

Marketing and Understanding of TIF

Throughout the process developing the TIF proposals there
has been a need to explain the fundamentals to the various
parties who may benefit from the investments. There is the
possibility that the benefits and positivity of the TIF Programme
may be misunderstood as an additional tax on developers or
confused with other arrangements such as the Business
Improvement Districts and therefore some of the investment
confidence levels may be adversely affected if the message is
not clear. It is therefore incumbent upon the Council and the
TIF delivery teams to get the message relating to the benefits,
the investments and the ultimate aims of TIF out to the local
and wider area business community. This has been started to
a certain extent through the consultation process but the
marketing of the TIF scheme, the potential investments and the
benefits to the area will be highlighted in a series of events and
communications if and when the scheme is agreed and
progresses to the next stage.

6.8

Sensitivity Testing

As described in the financial analysis chapter the key risks
have been taken into account within the financial sensitivity
testing. The following sensitivities have been tested in Chapter
5:

Lorn Arc TIF Business Case

-

Timing of Incremental NNDR being delayed by one full year
has been considered

-

Value of Incremental NNDR being 5% or 10% below the
Base has been considered

The results of the sensitivity testing show that all of the tests
result in the 25yr payback criteria being met.

6.9

Key Risks Summary

Private Sector Demand and Timescales – The risk of the
lack of demand will be managed through careful planning of
project investments and partnering approaches where
required. The flexibility to amend the project scope, delivery
timescales and potentially look to the long list options to suit
the private sector emerging demand may also be considered
where appropriate.
Project Costs – The risk of project cost overruns has been
allowed for in the initial costings with optimism bias of between
20% for standard roads projects through to 50% for marine
works being allowed. There will be a series of value
engineering and cost management tasks undertaken to ensure
that individual project and overall programme costs estimates
are appropriate at each stage and construction costs will be
minimised through competitive tender and appropriate
contracts.
Communication of TIF Benefits – The risk of the area not
fully benefitting from potential boost to investment confidence
will be mitigated through a series of high profile
communications and events at appropriate stages of the
project. If approved, the TIF scheme will be used as a key
marketing tool for attracting investment to the area and

-

Project Cost-increasing by 10% and 20% or reducing by
10% or 20% has been considered

-

Interest Rates increasing by 1% or decreasing by 1% have
been considered

-

Inflation increasing by 1% or decreasing by 1% have been
considered

State Aid – The potential implications of State Aid have been
considered at this early stage of the process through detailed
discussion with the Scottish Government State Aid Team. An
initial risk assessment has highlighted only one potentially high
risk project in the Barcaldine investment. There are
mechanisms and investments vehicles which will be
considered in detail as the project progresses and it is noted
that there are alternative sites which has been considered. The
timescales for the O+M facility mean that there is sufficient time
to consider the options in detail and if required refer the
potential investment for consideration at European Union level.

-

Timing of Capital Expenditure being delayed by one full year
has been considered.

The prudent approach taken to project costing, NDR
assumptions and the project options flexibility, along with the
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results of the sensitivity testing, suggest that the TIF project
programme and the overall viability are robust.
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7

Project Delivery & Governance

7.1

Key Delivery Options

As part of the review of options for delivery of this project, the
main considerations have been availability of qualified
personnel, value for money, risk, flexibility, the need for robust
governance and transparency of process. A number of options
are available which included a local authority lead body, a
Council owned Special Purpose Vehicle or a partnership
approach involving the local authority and the private sector.
Of the options, the preferred is delivery through the local
authority body. Advantages of the local authority leading the
TIF project are:
-

The local authority will maintain full control over the
management and governance of the TIF body.

-

There will be clear lines of responsibility, communication
and decision making with the authority.

-

Resources are available from individuals familiar with the
culture and operations of the local authority.

-

-

Lorn Arc TIF Business Case

The TIF Executive will meet no less than quarterly unless
otherwise agreed in advance by all representatives and will:-

review and monitor the progress of the TIF Project and
provide advice and guidance where necessary;

-

review and consider the output of the reporting regime set
out in Clause 11 of this letter including without limitation the
financial position of the TIF Project, and the amount of the
TIF Debt;

-

review the output of the Council’s displacement monitoring;
and

-

consider the scope of any changes or amendments to the
TIF Project and / or the Business Case, and make any
related recommendation to Scottish Government.

The primary responsibilities of the TIF Parties are as follows:
-

The body can draw upon the successes and experiences of
the authority from previous infrastructure procurement, e.g.
schools, housing, roads, etc.

The Council is the project sponsor and is primarily
responsible for:
- The overall delivery of the TIF Project;
- Risk management and due diligence;

Easier access to funding available through the prudential
borrowing regime at competitive rates of interest with no
arrangement and non‐utilisation fees.

- Interface between private sector developers;
- Compliance with the 1996 Regulations; and
- Its representation on the TIF Executive.

7.2

TIF Programme Governance Overview

The following outline information on the proposed TIF
Programme Governance arrangements have been developed
following a review of the generic TIF agreement provided by
SFT. The arrangements will be reviewed and refined with
specific reference to the Lorn Arc project at an appropriate
stage of discussion following Agreement in Principal of the
scheme.

-

- Monitoring compliance with the agreed TIF regulations
and guidance;
- Reporting for TIF pilot programme purposes;
- Assessment of whether the TIF project meets the aims
and objectives of the Business Case; and

A group will be established to perform a monitoring and
evaluation role for the TIF Project (the “TIF Executive”).
Membership of the TIF Executive will comprise one
representative nominated by each of:
-

Infrastructure Investment Unit, The Scottish Government;

-

SFT; and

-

The Council

SFT is the technical adviser on the TIF Project and is
primarily responsible for:

- Its representation on the TIF Executive.

-

The Scottish Government is the TIF Project approver and
monitor and is primarily responsible for:
- Approving any changes to the TIF Assets and/or the
Business Case;
- Reporting for policy compliance;
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- Its representation on the TIF Executive; and
- Assessment of relative success of the TIF Project.
7.3

TIF Reporting

Following agreement of the scheme and the effective start of
the project the Council shall provide the following information to
the TIF Executive:
-

Records showing the calculation of TIF debt (annual and
cumulative value);

-

The TIF Return, annually;

-

Details of the ten largest NDR payers within the Red-Line
Area annually;

-

Details of the output of the Council’s displacement
monitoring activity pursuant to clause 6.3, annually;

-

Details of any additional completed or demolished buildings
in the Red-Line Area with rateable value in excess of
£100,000, annually;

As noted previously in the this report, it is expected that a
separate Business Case will be developed for each of the
projects to ensure that the various criteria for the success of
the projects and the overall success of the TIF scheme are
reviewed in detail and fully understood before the investments
are made.

-

The impact of the quinquennial review report on the
Collectable Amount for a relevant year; and

A basic outline of the groups shown in the overview diagram is
given below:

-

An annual financial report containing information on actual
TIF Revenue against forecast, actual repayment of TIF Debt
against forecast, actual expenditure on the TIF Project and
the output of the Council’s displacement monitoring.

Delivery Team - Key functions of the individual project
Delivery Teams which have a technical focus and be charged
with developing each of the investment opportunities, will
include developing and co‐ordinating the project specific
programme and the associated design, planning and approval
processes. They will also be responsible for ensuring that the
developments reflect the objectives of the key stakeholders
and that for project specific management and delivery.

The Council shall also provide the TIF Executive with regular
updates and briefings on key elements of the TIF Project,
including procurement and delivery details and progress; and
reviews at each key stage of the design and procurement
process.

7.4

TIF Project Specific Governance Overview

The structure of the individual TIF Project Governance is
outlined in the following diagram which illustrates how it is
intended that the local authority will lead and manage the key
elements of each of the TIF projects.

TIF Project Manager – The TIF Project Manager will have an
overall responsibility for co-ordinating the various projects and
reporting to the Project Boards, Steering Groups and TIF
Executive. The role will involve monitoring project progress,
ensuring that business cases are robust and reporting on
business development/economic impact. The role will also
include ensuring finance is available and for co-ordinating the
returns to the TIF Executive.
TIF Project Boards – The individual TIF Project Boards who
will have responsibility for specific project or project groupings
will be to test, consider and ensure that projects are robust in
terms of their structure, process and deliverables in advance of
being supported for approval at Full Council level.
TIF Steering Groups – There may also be a requirement for
project specific or area specific Steering Groups as and when
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required and these would consist of key stakeholders from the
private, public, voluntary and private sectors i.e. the Dunbeg
area investments may benefit from a specific steering group
and similarly the consideration of investment at Barcaldine
could include HIE, SPR, SSE, MRC Barcaldine etc. The
Steering Groups would feed local knowledge and strategic
intelligence to the Project Boards to help ensure the maximum
benefit is realised from each investment.
TIF Executive – As described earlier in this chapter.
The precise roles and responsibilities of the individuals, the
Terms of Reference and responsibilities of the groups
described above and those managing the assets will be subject
to further discussion and agreement. The resulting
arrangements will be aligned with the existing robust
arrangements employed by Argyll and Bute Council on existing
projects.

7.5

Procurement

For the purposes of this project, it is intended that responsibility
for procurement will be managed by the Delivery Team. In
terms of the drawdown of prudential borrowing, the proposal is
that the projects will follow the Office of Government
Commerce (OGC) Gateway Review process which will
examine the progress of the project at key decision points.
Drawdown will therefore be phased and only released when
there is a consensus that there is a likelihood of a return on
that investment. In this way the financial exposure of the
Council is controlled. It is also intended that the process will
include independent practitioners from outside the project to
complement the procurement experts within the Council. Such
an arrangement does not preclude having the flexibility to
review the nature and priority of the assets to be taken forward
over time.
In terms of the preferred procurement strategy, it is currently
anticipated that the works will be undertaken under the NEC
Engineering and Construction Contract either on a lump sum or
target cost basis in order to achieve cost certainty and
incentivise the contractors to deliver on time and to budget.
The agreed procedures will also comply with any of the
Council’s standing orders or, if warranted, any alternative
arrangements that may be put in place and all procurement
issues will be discussed with the TIF Executive to ensure
transparency of process.
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8

Next Steps

8.1

Key Tasks

Lorn Arc TIF Business Case

As part of this TIF Pilot submission, Argyll and Bute Council
request the Scottish Government to approve the following key
steps, required to deliver Lorn Arc TIF:
-

Approval of Lorn Arc TIF full business case

-

Approval to use the TIF mechanism to capture additional
NDR to finance the proposed investment programme. This
includes approval of the proposed redline area.

-

Approval of a mechanism to allow incremental NDR growth
from new build developments and expansion of existing
sites throughout the Lorn Arc area.

-

Agree the process and baseline level of NDR from an
appropriate date.

The Council seeks full approval to be achieved as soon as
possible to allow immediate progression of design and
planning works and commencement of construction works in
September 2014.
Other steps that need to be taken include:
-

Agreement by the Council on the authority and composition
of the TIF Executive, Project Board and Steering Groups,

-

Agreement on the role and authority of the post of Project
Manager, Delivery Team Manager and Asset Manager, and

-

Agreement with the Council on the Baseline i.e. the existing
level of NDR revenue from within the Red Line Area for the
purposes of identifying the future uplift in NDR revenue.

-

Continue discussion on State Aid considerations relating to
each of the projects.

An indicative time line programme is shown in Appendix F
indicating the anticipated sequence of events leading up to the
first TIF investment in September 2014.
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APPENDIX A
Focus of Investment &
Red Line Boundary

APPENDIX B
Investment Options

Lorn Arc TIF
POTENTIAL INVESTMENTS OVERVIEW

Potential Investment Options

Airporrt

Port

Road
d

Name
Lorn Rd / Kirk Rd Impr
Dunbeg Gateways/Traffic Calming
Halfwayhouse Rbt / Dunbeg Rd
South Oban Development Zone
Barcaldine Access Improvements
Kerrerra Link Road
Rhu Beag Access Improvements
Oban Airport Signage Imp
North Pier imp and extension
North Pier cruise berth extension
North Pier Building and streetscape
Barcaldine O+M Port Infrastructure
Connel O+M Port Infrastructure
Gallanach Park Improvements
Marine Transport Admin Centre
South Pier Improvements
New Oban Airport Hangarage
New Oban helipads
Oban taxiway and aircraft parking imp
Oban Airport Access Improvements and
Business Park Enablement

TIF Input
Indicative
Cost (£M) Priority Potential
£2.70
9
£0.20
9
£12.70
9
£6 00
£6.00
9
£0.40
9
£0.75
9
£0.25
9
£0.10
9
£5.20
9
£4.70
9
£2 50
£2.50
9
£10.00
9
£12.00
9
£0.75
9
£1.50
9
£8.00
9
£0.50
9
£0 15
£0.15
9
£0.10
9
£0.59
£69

9
£40

£27

Lorn Arc TIF
POTENTIAL TIF INVESTMENTS – LONG LIST
Name
a e
Lorn Rd / Kirk Rd
Improvements

Porrt Infrastrucutre

Road Infrastru
ucture

Dunbeg Gateways / Traffic
Calming
Halfwayhouse Rbt / Dunbeg
Development Rd
Oban South

Barcaldine Access
Improvements

Improved access to MRC Barcaldine, including a new
junction and connections to two adjacent development
sites identified in the Local Development Plan.
New road connection on Kerrera to link north and south
Kerrerra Link Road
areas.
Potential access improvements at the Rhu Beag areas to
Rhu Beag Access
improve safety and capacity at the site connecting
Improvements
y
Glensanda Quarry.
Better local and wider area signage for Oban Airport to
Oban Airport Signage
improve visibility and awareness of the facility.
Improvements
North Pier Quarter - Pier
Extension of North Pier to extend the berthing face
improvements and extension improve the working area, create additional parking,
access for HGVs and buses, provision of improved public
realm, step ashore facility (linking with CHORD), utility
upgrades etc.
North Pier Quarter - cruise
ship berthing extension
Further extension of North Pier with associated berthing
dolphins to accommodate up to 180m cruise ships. This
would be in addition to the above service are extension.
N th Pi
North
Pier Q
Quarter
t -B
Building
ildi
R
Remodelling
d lli off th
the councilil owned
db
buildings
ildi
and
d street
t t
and streetscape upgrades
areas on the North Pier to provide improved facilities for
tourists and other pier users. May be taken forward in part
through the CHORD scheme.
Barcaldine O+M Port
Provision of an industrial port improvements to cater for
Infrastructure
operation and maintenance of offshore renewable
facilities. TIF investment costs are enabling works for the
marine structures and do not include buildings, car
parking etc. Ongoing liaison required with SG State Aid
Team.
Connel O+M Port
Alternative provision of an industrial port to cater for
p
and maintenance of offshore renewable
Infrastructure
operation
facilities. TIF investment costs are enabling works for the
primary access and marine structures and do not include
buildings, car parking etc.
Gallanach Park
Improvement of existing sailing facility including access,
Improvements
parking and buildings improvements. To be considered
further by the ongoing review of marine tourism
infrastructure.
Marine Transport and
Office based development to support the Marine Transport
Tourism Admininstration
and Tourism expansion. Potential for transport operators,
Centre
tourism and other related firms and agencies to co-locate
to a central Oban location.
S th Pi
South
Pier IImprovements
t
Creation of additional and improved berthing faculties at
South Pier. European Fisheries Fund application has
been made for support for an initial £1.5M investment.
Total investment for the full scheme could be £8M +
Oban Airport - Existing
Access Improvements and
Business Park Enablement
Oban Airport -

Airrport

Potential Investments
Description
esc p o
Road widening and junction improvements to provide
better access to the SAMS/EMSP area and to release
the early stage housing potential of the wider Dunbeg
masterplan.
New Gateway features on approach to Dunbeg and at the
existing junction into the area.
New roundabout and road infrastructure to the south and
west of Dunbeg. Initial investment to kick start the wider
area development.
Local Development Plan area which is being considered
for masterplanning and development for primarily business
and industrial use. Consideration of enabling road
improvements and parking changes to regenerate large
parts of the town centre.

Potential access improvements at the Oban Airport to
improve safety and capacity at the site.

New Oban Airport Hangarage Provision of new hanger space at Oban Airport for lease
or rent to airport users.
N
New
Ob
Oban h
helipads
li d
Addi i
Additional
l helipads
h li d to cater ffor iincreased
d use b
by this
hi type
of aircraft.
Oban taxiway and aircraft
Improvements to the airside taxiway to make quicker
parking improvements
turnarounds possible.
New areas of hardstanding to allow better use of space on
Oban aircraft parking area
and round the runway.
improvements
Total

Indicative
d ca e Cos
Cost

TIF Investment
es e

Timescales
esca es

Priority
o y

TIF Investment
Potential
oe a

£

2,750,000 £

2,750,000 0 - 2yrs

9

£

200,000 £

200,000 0 - 2yrs

9

£

12,700,000 £

2,000,000 2 - 10yrs

9

£

6,000,000 £

3,000,000 2 - 10yrs

9

£

400,000 £

400,000 2 - 10yrs

£

750,000 £

750,000 2 - 10yrs

9

£

250,000 £

250,000 2 - 10yrs

9

£

100,000 £

100,000 2 - 10yrs

9

£

5,200,000 £

5,200,000 0 - 2yrs

£

4,700,000 £

4,700,000 2 - 10yrs

£

2,500,000 £

1,000,000 0 - 2yrs

9

£

10,000,000 £

3,750,000 2 - 10yrs

9

£

12,000,000 £

5,400,000 2 - 10yrs

9

£

750,000 £

750,000 2 - 10yrs

9

£

1,500,000 £

1,500,000 2 - 10yrs

9

£

8,000,000 £

1,500,000 2 - 10yrs

9

£

590,000 £

590,000 2 - 10yrs

9

£

400,000 £

400,000 2 - 10yrs

9

£

500,000 £

500,000 2 - 10yrs

9

£

150,000 £

150,000 2 - 10yrs

9

£

75,000 £

75,000 2 - 10yrs

9

£

50,000 £

£

69,565,000 £

9

9

9

9

50,000 2 - 10yrs
35,015,000

£

19,290,000 £

15,725,000

7 8
9
1
2
3
4
5
6
Investment Opportunity

TIF Funding

Timescales

1

Lorn Rd / Kirk Rd Improvements

£2.75M

2014

2

Dunbeg Gateway Features

£0.2M

2014

3

Halfwayhouse Rbt / Dunbeg Development Rd

£2.0M

2015

4

South Oban Development Zone

£3.0M

2015/16

5

North Pier Extension

£5.2M

2016

6

North Pier Streetscape

£1 0M
£1.0M

2016

7

Barcaldine Access Improvements

£0.4M

2016

8

Barcaldine O+M Investment

£3.75M

2019

9

Oban Airport Access Improvements and Business
Park Enablement Works

£0.59M

2015/16

1

Investment Opportunity

TIF
Funding

Timescales

Lorn Rd / Kirk Rd Improvements

£2.75M

2014

Road widening and junction improvements to provide better access to the
SAMS/EMSP area.
This investment reflects the scheme included in the outline TIF submission and is seen
as the principal early investment option which will enable the further development of
th SAMS and
the
d particularly
ti l l th
the E
European M
Marine
i S
Science
i
P
Park.
k Thi
This iinvestment
t
t will
ill
directly enable the development and result in additional NDR to include in the financing
of the loans. Two new units business park units (20,000sqft each) are planned and it is
envisaged that there may be scope for a further unit (20,000sqft) if market demand is
high. The additional benefits of this investment include the release of up to 100
residential units.
The outline design and costing process has been progressed and have informed the
allowance made in the TIF budget. A prudent approach has been taken to the costing
due to allowances for ground conditions and utility changes and an allowance of circa
40% optimism bias has been made on construction costs and design and planning
fees. This will be reduced as the project progresses and further certainty is possible.
The main risk to the short term deliverability of this project is the CPO process which is
required to allow the implementation of the road. This process is being progressed at
present and orders are expected to be issued for review by summer 2013 to allow
construction to start in 2014, assuming agreement of the TIF proposals.

2

Investment Opportunity

TIF
Funding

Timescales

Dunbeg Gateway Features

£0.2M

2014

New Gateway features on approach to Dunbeg and at the existing junction into the
area.
An allowance has been made for lighting improvements around the existing Dunbeg
junction along with crossing and footway enhancements.
Whil thi
While
this iinvestment
t
t will
ill h
have no di
directt iimpactt on NDR th
the perception
ti and
d visibility
i ibilit off
the Dunbeg area, is seen a crucial to raising the profile of the internationally
recognised marine science education, research and business park facilities.
The design and planning process for the signs has been taken to an early stage at
initial comment on the principle of the features is currently being sought from Transport
Scotland. The forward approach to developing the design will be discussed and agreed
with the key stakeholders and local Council Members. At this stage the costs are
indicative but are through to be conservative and there is the ability to manage the
specification to suit.

Pedestrian route
improvements and
refuge island

Gateway Features
Dunbeg ‘Welcome’
Text and object
design to be
considered further
through design and
consultation.

Street lighting around
junctions

Proposed roundabout
location and design
provided
id d by
b
developer.

3

Investment Opportunity

TIF
Funding

Timescales

Halfwayhouse Rbt / Dunbeg Development Rd

£2.0M

2015

New roundabout and road infrastructure to the south and west of Dunbeg. The
indicative cost has been provided by the developer and is based on all of the
masterplan roads. The TIF related investment is based on a contribution to the new
access roundabout and the initial length of internal road.
Th primary
The
i
h
housing
i allocation
ll
ti tto th
the north
th off Ob
Oban iis th
the Dunbeg
D b Corridor
C id tto the
th
south of the existing settlement and west of the A85 Trunk Road. Within the
masterplan for this area there are proposed commercial, business leisure and retail
uses. To the east side of the Turnk Road is an area proposed for leisure use including
a spa hotel and holiday complex. Both of these development area are entirely
dependent on the creation of a new trunk road junction and enabling road access. The
costs for the roundabout and key development roads have been provided by the agent
acting on behalf of the housing association (West Highland housing Association) and
are based on outline designs and include contingencies.
The TIF investment proposed would part fund the enablement of the new Trunk Road
junction and the first section of road to the west. This is seen as essential to bring
forward the developments and kick start the wider investment in the area. The risk to
the Council would be managed through limiting the exposure through part funding and
through negotiation of agreements relating to the timing and delivery of key
components which would result in returns through additional NDR.

4

Investment Opportunity

TIF
Funding

Timescales

South Oban Development Zone

£3.0M

2015/16

The Local Development Plan identifies an area which is being considered for
masterplanning and development for primarily business and industrial use. The
allowance within the TIF proposal is for the development of enabling road
improvements and parking changes to regenerate large parts of the town centre.
Whil no specific
While
ifi interventions
i t
ti
are identified
id tifi d att this
thi time,
ti
as the
th masterplan
t l develops
d
l
the specific priority investments and the appropriate use of TIF investment will be
considered. The area included has historically seen development of various uses
which now do not sit well together and there is an opportunity to re-organise the open
up prime development sites close to the town centre and stimulate private sector
investment.

5

Investment Opportunity

TIF
Funding

Timescales

North Pier Extension

£5.2M

2016

Extension of North Pier berthing face by around 50m and the creation of circa 2,000m2
of additional space for access, parking, and potential development land. An allowance
has been made for minor pontoon works and for improving utility connections at the
pier face.
Additi
Additional
l harbour
h b
areas to
t supportt existing
i ti uses and
d cater
t for
f increasing
i
i demands
d
d for
f
a variety of sectors is expected to result in additional port fees, parking fees and
potential NDR from new or expanded facilities around the North Pier area.
A full design and planning exercise is required to advance this proposal and therefore
an allowance of 50% optimism bias has been allowed. The investment is essentially to
improve an existing facility and there is scope to amend the extent and specification to
meet the budget and therefore the overall risks are seen as low in terms of
deliverability.
6

North Pier Streetscape

£0 5M
£0.5M

2016

Remodelling of the council owned street areas on the North Pier to provide improved
facilities for tourists and other pier users. To be linked with the CHORD scheme.
The Oban CHORD Board are reviewing the options for investment in the Oban
Waterfront area and it is essential that any TIF investment in the area ties in and
matches the quality of public realm works. The allowance for this has been made and
is aimed at seeing the proposed extension of the North Pier as completing the area
works started by CHORD, not as a separate and disjointed addition
While the costing of this improvement is high level at this stage due to the specific
options for the works being undefined, the risks are seen as low due to the council
ownership and the potential to manage the specification and scope to meet the budget.

7

Investment Opportunity

TIF
Funding

Timescales

Barcaldine Access Improvements

£0.4M

2016

Improved access to MRC Barcaldine, including a new junction and connections to two
adjacent development sites identified in the Local Development Plan.
Delivering a dedicated and much improved access to three key sites around the
Barcaldine area would enable reconfiguration of the MRC Barcaldine site and provide
access to
t two
t
sites
it identified
id tifi d in
i the
th Local
L
l Plan.
Pl
The new junction would be implemented as a ghost island junction with associated
signage, gateway and landscaping improvements. The works are considered t to be
relatively low risk road improvement works and the costing includes 20% optimism
bias.
8

Barcaldine O+M investment

£3.75M

2019

Provision of industrial port improvements to cater for operation and maintenance of
offshore renewable facilities. TIF investment costs are enabling works for the marine
structures and do not include buildings, car parking etc. Ongoing liaison required with
SG State Aid Team.
the O+M facility for a major offshore array will bring additional business and industrial
space, NDR and up to 300+ jobs. The TIF investment costs, which include a 50%
optimism bias, are currently based on delivering the heavy civil engineering element of
the works, such as access, pier improvements and lay down space with the reminder
of the facilities (offices, industrial units, car parking areas etc.) expected to be delivered
by the private sector (site owners and/or operators).
The selection of the Barcaldine site, which is promoted by Scottish Development
International and HIE, at this stage of the process does not exclude further
consideration of alternative site as the discussions with key stakeholders progress.
Indeed a site at Connel has been reviewed in parallel with MRC Barcaldine, with
similar costs being identified. The investment in any O+M facility will very much be
driven by market demand and the confirmation of clear timescales and requirements.

9

9

Investment Opportunity

TIF
Funding

Timescales

Oban Airport Access Improvements and
Business Park Enablement Works

£0.59M

2015/16

Potential access improvements at the Oban Airport to improve safety and capacity at
the site.
The existing junction would be changed form a simple T junction to a ghost island
j
junction
ti with
ith associated
i t d signage,
i
gateway
t
and
d llandscaping
d
i iimprovements
t which
hi h will
ill
improve the visibility of the airport, and the safety of the existing junction. The works
are considered t to be relatively low risk road improvement works and the costing
includes 20% optimism bias.
Road link and services to enable a new business park to the south of the existing
Airport Roundabout.
The enablement of an area of land on the south east side of the existing airport for
business park use is considered to be a means of maximising the use and benefits of
the airport facility
facility. There is potential that businesses related to the use of the airport
may be attracted but the potential for small scale start up units has been suggested.
The costs within the business case are purely related to the provision of a central spine
road and associated utilities which would enable either private sector or supported
development of the plots on the site to be progressed.

APPENDIX C
Economic Appraisal

Blended Displacement Assessment
Retail
Specialist Business Units (office//industrial)
General Business Units (industri al)
SPR Bespoke
Hotel
Housing
Port Use
Other NDR Uses

Lorn Arc ‐ displacement
Retail
Specialist Business Units (office//industrial)
General Business Units (industri al)
SPR Bespoke
Hotel
Housing
Port Use
Other NDR Uses
Estimated floorsace developme nt

Catalytic Developments

North Pier Quarter

Barcaldine Access Improvementts

Oban South Devt Zone

Oban Airport

Halfway House Roundabout

TIF Site
Lorn Rd/Kirk Rd

Allocation
16.00%
14.67%
40.00%
13.33%
5.00%
N/A
4.00%
7.00%
Blended Rate
Rate
Single Mid Point Blended R

753
0
250 parking/350 marina berrths/golf course, 140 se
750,000

Total Development Allocatiions
120,000
110,000
300,000
100,000
323

ABC jobs

Allocation

Low Displacement
400%
2.4
0..73%
6..00%
0..00%
0..75%
N/A
N
0..00%
0..35%
10
0.23%

16
6.00%
14
4.67%
40
0.00%
13
3.33%
5..00%
N/A
N
4..00%
7..00%
100
0.00%

55
137,244
70,000
5,000
200,000
10,000
70
250 spaces
100,000
c. 100 berths

5,000
400,000
10,000
70
250 spaces
100,000
c. 100 berthss

Likely in 10
years
40,000
0
367
20
50,000
150
60,000

Max Site Capaccity
40,000
20,000
1,100
20
50,000
150
60,000
7,750
55
137,244
70,000

18.38%

High Displacem
ment
5.600%
2.20%
14.00%
0.67%
1.75%
N/A
0.20%
2.10%
26.52%

Rate
Low‐medium
Low
Low
None
Low‐medium
N/A
Low
Low

Low Disp
15%
5%
15%
0%
15%
‐
0%
5%

High Disp
35%
15%
35%
5%
35%
‐
5%
30%

388 / 506
388 / 506
‐
3
‐
383 / 506
‐

HCA Density
108
108
‐
‐
183 / 205 / 969
3
753 / 861
753 / 861
‐
‐
183
70

Gross additionaal
new jobs
120
0
18
1
90
50
64
0
3
‐
350

£255,000
£75,000
£20,000
£0
N/A HC area
£4,278,000
£1,976,436
£1,613,266

3
‐
‐
5
‐

£75,000
£35,000
‐
£40,000
£50,000
£10,000
£5,000
‐
‐

£ RV
£120,000
£60,000
‐
‐
£400,000
£510,000
£240,000
£0
‐
£100,000
1,400,000
‐160,000
£15,000
£600,000
£25,000
£50,000
£30,000
£300,000
£23,000

‐
5
‐
‐
‐
‐
‐
‐
‐

3
3
2.5
‐
‐
3
‐
‐

£ RV psf
‐
‐
‐
‐
8
‐
4
3
‐
‐
20

Rationale
Rettail devt likely to be in new format stores ‐ e xisting provision not suitable.
Speecialist uses in growth sectors and/or specifi c local demand circumstances.
Ve ry limited new devt in Oban for 20 years the refore pent up demand, based
wholly new activity, displacement is negligib
ble.
Is w
Higgh levels of demand, and 'need' for modern 3
3* faciity.
Not included in displacement assessment.
owing market, likely to be some additional activity.
Gro
Higgh levels of demand in local/region.

500
500
‐
3
‐
500
‐

3
350

200

Gross jobs
accommodated
120
0
18
1
90
50
64

Density
Used
250
250
20
20
500
3
850
‐
20

10
10
300
150
5
5
23
23
3
3
200
200
5
5
‐
General uplift in vallues not allowed ‐ are there proposals for any demolition and redevelopment?
63
63
3
3
21
21
10,000
10,000
‐
‐
10
10
56
‐
56
20
3
3
18 hole course
‐
18 hole coursse
‐
10
10
250 berths
250 berths
‐
‐
10
10
30
30
1.25
1.25
24
24
10
10
2
2
5
5
55
55
‐
20
3
3
450
200
‐
20
10
10
0 MWs
From 440 to 1,040
Not allowed
600MW outpu
ut
Not allowed
850,000
85,000
388 ‐861
1,000
64
64
70
2
2
0
0
140 seats
194
194
0
0
5,000
183 / 205
200
0
0
Robert?
bs
‐
Total devt job
‐
1,471
1,251
24500 2011 Employmentt Oban
9,541
5%
Increase
13%

Development Proposals
Use
HIE Dunbeg Units
Industrial/Research
EMSP potential extension
Industrial/Research
Masterplan housing
Residential
udents)
Residential
SAMS Resi Accom (Staff/Stu
Dunbeg Retail: SuperM + R.W'house (DunstaffnageRetail/commercial/leeisure
Dunbeg
Hotel & lodges (i.e. O
Oasis)
Tom Laith Resort Hotel @ D
Airport
Industrial/Freight/Offfice
Hangarage
Airport
High School Site Redevelop
pment (ex playing field Residential
ABC Depot Sites Redevelop
pment (4ha)
High School (net 8950
0 sqm, 1500 pupils)
Tweedmill Site (MacLeod)
Commercial/retail
ONS
REDUCTION FOR RELOCATIO
MacLeod Glenshellach Unitts (Ph1+2) Current Prop Industrial
Glenshellach Ind Est ‐ bespo
oke/spec (MacLeod) (L Industrial/Office/ABC
C Depots
WC Motors @ Glenshellach
Industrial
Oban Bowl Complex (0.3ha) (whole car park = 0.48Hotel ‐ 3 star (Travel Lodge style)
Multi‐storey car park
Car park
Barcaldine Industrial / SPR O
O+M
Bespoke ‐ SPR + linkeed uses
Barcaldine Marina
Marina
Cruise Berthings + O+M Usee
Additional cruise berrthings in Port
TC retail units
Retail
63 bed hotel (pp in place)
Oban Inn site redevelopmeent
White Building Redev (Marrine/Tourism Admin Ce Office
Residential ‐ high quaality
Connel Housing (Dunstaffnage Estates)
Leisure
Connel Golf Course (Dunstaaffnage Estates)
Connel Marina (Dunstaffnage Estates)
Marina
Crerar 15 Lodges on Mull
Hotel
Hotel
Isle of Eriska ‐ new rooms + poss. moorings
Rockfield school site redevelopment
Residential? (poss flaats)
Residential
Glencruitten
Increased devt & capacity
Cruachan Power Station
500 turbines
Tiree Offshore Windfarm
n Mart Site
LP allocation = 8ha deevt site
McLaughlan Quarry/Auction
Ganavan ‐ mixed use devel opment
Mixed ‐ 70 bed Hotel
Ganavan ‐ mixed use devel opment
Restaurant
Ganavan ‐ mixed use devel opment
Retail
Glensanda Quarry
Industrial?

440
194
229
200
123
38
0
28
1,251

Gross Jobss

55
£1,575,55

£96,162
2
£28,283
3
£7,542
2
£0

4
£15,084
£18,855
5
£3,771
1
£1,886
6

3
£28,283
£13,199
9

£527,95
51
‐£60,337
7
£5,657
£226,26
65
£9,428
8
£18,855
5
£11,313
3
£113,13
32
£8,673
3

£150,84
43
£192,32
25
£90,506
6
£0

NNDR
£45,253
3
£22,626
6
66,000

£1,556,000

170,000

£25,000
£15,000

£120,000

£730,000

£340,000
£90,000

‐

SqM Floorspace
11,148
10,219
27,870
9,290

£

£

Finance Model
Input

LORN ARC TIF – Economic Modeling - Summary Input & Output

LORN ARC TIF – Economic Modeling - Summary Input & Output
Summary
Scotland level EIA - Low Displacement & High
Additionality
Scotland level EIA - High Displacement & Low
Additionality
ABC level EIA - Low Displacement & High
Additionality
ABC level EIA - High Displacement & Low
Additionality
Oban level EIA - Low Displacement & High
Additionality
Oban level EIA - High Displacement & Low
Additionality

Gross Jobs

Net Jobs

Net Add GVA Gross to Net

of Area
GVA

1,251

1,504

£

69,937,185

120%

0.07%

1,251

1,151

£

57,476,399

92%

0.05%

1,251

1,218

£

42,705,838

97%

5.09%

1,251

920

£

35,083,916

74%

4.18%

1,251

1,065

£

29,336,750

85%

N/A

1,251

834

£

24,504,793

67%

N/A

Mid Point
Mid Point GVA
Jobs
Notes/Assumptions
GVA/Head taken at 80% ABC / 66% Oban, recognising HIE guidance to use labour cost
per e'ee rather than GVA in recognition that profits will largely flow outwith the region
1,327 £ 63,706,792
GVA/Head 2010 values uprated to 2013 using CPI inflator (2009-2012), values based on
appropriate industry sector, or combination
p
based on appropriate
pp p
industry
y sector,, or combination
Multipliers
1,069

£

38,894,877

949

£

26,920,771

Midpoint

Scotland level EIA - Low Displacement & High Floorspace
Additionality
Gross Sq M
Retail
Specialist Business Units (office/industrial)
General Business Units ((industrial))
SPR Bespoke
Hotel
Housing
Port Use
Other NDR Uses

Scotland level EIA - High Displacement & Low
Additionality
Retail
Specialist Business Units (office/industrial)
General Business Units (industrial)
SPR Bespoke
Hotel
Housing
Port Use
Other NDR Uses

Gross
Accommodated
FTEs

11,148
10,219
27,870
9,290
323
753
0
250 parking/350 m

Gross
Attributable
FTEs

440
194
379
200
123
38
98

440
194
229
200
123
38
0
28

1,471

1,251

Average Job
Deadweight
Density
25
53
122
46
3
20

20%
0%
10%
0%
10%
5%
0%
20%

Displacement
352
194
206
200
111
36
0
22

15%
5%
15%
0%
15%
40%
0%
5%

1,121

Gross
Accommodated
FTEs

Gross
Attributable
FTEs

Dead-weight

440
194
379
200
123
38
98

440
194
229
200
123
38
0
28

30%
5%
20%
0%
20%
15%
0%
30%

1,471

1,251

Gross
Accommodated
FTEs

Gross
Attributable
FTEs

Dead-weight

Retail
Specialist Business Units (office/industrial)
General Business Units (industrial)
SPR Bespoke
Hotel
Housing
Port Use
Other NDR Uses

440
194
379
200
123
38
98

440
194
229
200
123
38
0
28

20%
0%
10%
0%
10%
5%
0%
20%

1,471

1,251

308
184
183
200
99
32
0
20

35%
15%
35%
5%
35%
65%
5%
30%

Gross
Accommodated
FTEs

Gross
Attributable
FTEs

Dead-weight

Retail
Specialist
S
i li t B
Business
i
U
Units
it ((office/industrial)
ffi /i d t i l)
General Business Units (industrial)
SPR Bespoke
Hotel
Housing
Port Use
Other NDR Uses

440
194
379
200
123
38
98

440
194
229
200
123
38
0
28

30%
5%
20%
0%
20%
15%
0%
30%

1,471

1,251

352
194
206
200
111
36
0
22

10%
5%
5%
0%
15%
30%
0%
5%

Gross
Accommodated
FTEs

Gross
Attributable
FTEs

Dead-weight

Retail
Specialist Business Units (office/industrial)
General Business Units (industrial)
SPR Bespoke
Hotel
Housing
Port Use
Other NDR Uses

440
194
379
200
123
38
98

440
194
229
200
123
38
0
28

20%
0%
10%
0%
10%
5%
0%
20%

1,471

1,251

308
184
183
200
99
32
0
20

35%
15%
25%
0%
35%
50%
5%
30%

Gross
Accommodated
FTEs

Gross
Attributable
FTEs

Dead-weight

Retail
Specialist Business Units (office/industrial)
General Business Units (industrial)
SPR Bespoke
Hotel
Housing
Port Use
Other NDR Uses

440
194
379
200
123
38
98

440
194
229
200
123
38
0
28

30%
5%
20%
0%
20%
15%
0%
30%

1,471

1,251

995
0

352
194
206
200
111
36
0
22

7.5%
2.5%
2.5%
0%
10%
25%
0%
5%

£
£
£
£
£
£
£
£

200
156
119
190
64
11
14

£
£

754
0

1,025

25%
10%
20%
0%
30%
35%
5%
30%

299
184
175
190
94
21
0
21

0%
0%
0%
5%
0%
0%
0%
0%

200
156
119
181
64
11
0
14

£
£
£
£
£
£
£
£

317
184
196
200
94
25
21

£
£

1,037
0

317
165
186
160
94
25
0
20

200
156
137
200
64
16
14

£
£

788
0

0%
10%
5%
20%
0%
0%
5%
5%

200
141
130
160
64
16
0
13

326
189
201
200
100
27
21

£
£

1,063
0

5%
15%
10%
40%
5%
5%
5%
10%

309
160
181
120
95
25
0
19

231
165
146
200
69
21
14

£
£

846
0

Multiplier

Net Additional
FTEs

5%
15%
10%
40%
5%
5%
5%
10%

219
141
132
120
66
20
0
12

GVA/Head 2013

Net Additional
GVA

£
£
£
£
£
£
£
£

£
£
£
£
£
£
£
£

10,811,674
17,423,401
10,641,868
26,798,401
2,811,980
864,221
585,640

£

69,937,185

27,526
55,694
35,739
84,689
24,007
26,046
84,035
17,297

1,504

1.31
1.70
1.70
1.67
1.24
1.55
1.91
1.59

263
266
202
301
80
17
0
22

GVA/Head 2013
£
£
£
£
£
£
£
£

1,151
Gross to net

92%

Multiplier

Net Additional
FTEs

1.16
1.35
1
35
1.35
1.33
1.12
1.27
1.46
1.30

366
224
251
213
106
32
0
26

97%

Multiplier

Net Additional
FTEs

1.16
1.35
1
35
1.35
1.33
1.12
1.27
1.46
1.30

232
190
176
213
72
20
0
17

Gross to net

74%

Multiplier

Net Additional
FTEs
342
198
223
147
103
30
0
23

GVA/Head 2013
£
£
£
£
£
£
£
£

8,067,188
9,958,637
9
958 637
7,175,805
14,446,929
2,030,824
664,040
362,415

£

42,705,838

GVA/Head 2013
£
£
£
£
£
£
£
£

85%

Multiplier

Net Additional
FTEs

1.10
1.23
1.23
1.22
1.08
1.18
1.30
1.20

710

242
174
163
147
71
23
0
15

Net Additional
GVA

22,021 £
44,555
44
555 £
28,591 £
67,751 £
19,206 £
20,837 £
67,228 £
13,838 £

5,098,014
8,464,841
8
464 841
5,035,653
14,446,929
1,380,429
424,387
233,662

£ 35,083,916
Midpoint jobs ABC level
1,069

GVA/Head 2013

Net Additional
GVA

£
£
£
£
£
£
£
£

£
£
£
£
£
£
£
£

6,205,364
7,274,261
5,257,776
8,195,149
1,624,772
517,710
261,718

£

29,336,750

18,167
36,758
23,588
55,895
15,845
17,191
55,463
11,416

GVA/Head 2013

Net Additional
GVA

£
£
£
£
£
£
£
£

£
£
£
£
£
£
£
£

4,402,454
6,378,967
3,834,731
8,195,149
1,123,299
401,453
168,739

£

24,504,793

834
Gross to net

Net Additional
GVA

22,021 £
44,555
44
555 £
28,591 £
67,751 £
19,206 £
20,837 £
67,228 £
13,838 £

1,065
Gross to net

7,234,282
14,809,891
7,233,688
25,458,481
1,911,411
451,063
377,584

£ 57,476,399
Midpoint jobs Scot level
1,327

920

1.10
1.23
1.23
1.22
1.08
1.18
1.30
1.20

Net Additional
GVA

27,526 £
55,694 £
35,739 £
84,689 £
24,007 £
26,046 £
84,035 £
17,297 £

1,218
Gross to net

910

Leakage

£
£
£
£
£
£
£
£

120%

724

Leakage

£
£
£
£
£
£
£
£

Gross to net

968

Leakage

£
£
£
£
£
£
£
£

393
313
298
316
117
33
0
34

745

0%
10%
5%
20%
0%
0%
5%
5%

106%

Net Additional
FTEs

1.31
1.70
1.70
1.67
1.24
1.55
1.91
1.59

985

Leakage

Displacement
308
184
183
200
99
32
0
20

0%
0%
0%
5%
0%
0%
0%
0%

Multiplier

Leakage

Displacement

1,121

Oban level EIA - High Displacement & Low
Additionality

£
£

Displacement

1,025

Oban level EIA - Low Displacement & High
Additionality

299
184
175
200
94
21
21

Displacement

1,121

ABC level EIA - High Displacement & Low
Additionality

£
£
£
£
£
£
£
£

Displacement

1,025

ABC level EIA - Low Displacement & High
Additionality

Leakage

2,654
1327

67%
Midpoint jobs ABC
949

18,167
36,758
23,588
55,895
15,845
17,191
55,463
11,416

Lorn Arc TIF – Economic Impact Questions
Organisation Name:
...............................................................................................................................................................................
Organisation Address: ...............................................................................................................................................................................
Organisation type:
Developer/Stakeholder/Local Business (potential occupier)/Other (what)
Contact person:
.......................................................
Tel No: ..............................................
Email......................................................
Second/Further Contact Required due to ..............................................................................................................
Contact person:
.......................................................
Tel No: ..............................................
Email......................................................
1.

How would you describe the importance of the asset investment projects

1.1
To your organisation relevant if respondent could make a business investment, or would gain other benefit as a result of the
project(s)
Road Network
Port Facilities
Port Facilities
Port Facilities
Port Facilities
Oban Airport
Other (Specify)
Dunbeg
Oban Bay
Barcaldine
Connel
South of Oban
Improvements
Crucial
Some
None
1.2

To the economy of Oban all respondents
Road Network
Port Facilities
Port Facilities
Dunbeg
Oban Bay
Barcaldine

Port Facilities
Connel

Port Facilities
South of Oban

Oban Airport
Improvements

Other (Specify)

Crucial
Some
None
2.
Considering each of the prioritised assets what type/scale of benefits do you think they might deliver for the
economy of Oban?
Development
Preference
Road Network
Port
Port
Port
Port
Oban Airport
potential = demand
Dunbeg
Facilities
Facilities
Facilities
Facilities
Improvements btwn the
and viability
port sites?
Oban Bay
Barcaldine
Connel
South of
Oban
Capture both type and scale (H/M/L) of impacts
Uplift in development
potential for retail
outlets
Uplift in development
potential for business
units
Uplift in development
potential for hotel(s)
Uplift in development
potential for housing
units
Uplift in development
potential for other
uses (pls specify
...................................
............)
Increase in number of
tourists/ visitors in
Oban
(Notes)
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................

Q3 is only appropriate for organisations that might make a commercial investment in either the asset development sites (one or more)
or the wider area i.e. what will constitute the red line boundary.
3.
How do you think these asset investment projects would impact upon your organisation’s investment plans?
Note: some respondents will have views only on the devt road or the port infra – others will comment on all
Dunbeg Road Network
3.1
Activity

Impact Y/N

Extent of impact

Increased housing

Number of units – from ............. to ..............

Increased business units

Floorspace – from ............. to ..............

Increased retail outlets

Floorspace – from ............. to ..............

Increased hotels

Bed spaces – from ............. to ..............

Other uses (pls specify)
a. ............................................

– ............. to ..............

b. ............................................

– ............. to ..............

Increase employment

Jobs – ............. to ..............

Increase turnover

£ – ............. to ..............

Other impacts/benefits
a. ............................................

– ............. to ..............

b. ............................................

– ............. to ..............

c. ............................................

– ............. to ..............

d. ............................................

– ............. to ..............

(Notes)
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
3.2 Port Facilities Oban Bay
Activity

Impact Y/N

Extent of impact

Increased housing

Number of units – from ............. to ..............

Increased business units

Floorspace – from ............. to ..............

Increased retail outlets

Floorspace – from ............. to ..............

Increased hotels

Bed spaces – from ............. to ..............

Other uses (pls specify)
a. ............................................

– ............. to ..............

b. ............................................

– ............. to ..............

Increase employment

Jobs – ............. to ..............

Increase turnover

£ – ............. to ..............

Other impacts/benefits
a. ............................................

– ............. to ..............

b. ............................................

– ............. to ..............

c. ............................................

– ............. to ..............

d. ............................................

– ............. to ..............

(Notes)
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................

3.3
Port Facilities Connel
Activity

Impact Y/N

Extent of impact

Increased housing

Number of units – from ............. to ..............

Increased business units

Floorspace – from ............. to ..............

Increased retail outlets

Floorspace – from ............. to ..............

Increased hotels

Bed spaces – from ............. to ..............

Other uses (pls specify)
a. ............................................

– ............. to ..............

b. ............................................

– ............. to ..............

Increase employment

Jobs – ............. to ..............

Increase turnover

£ – ............. to ..............

Other impacts/benefits
a. ............................................

– ............. to ..............

b. ............................................

– ............. to ..............

c. ............................................

– ............. to ..............

d. ............................................

– ............. to ..............

(Notes)
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
3.4
Port Facilities Barcaldine
Activity

Impact Y/N

Extent of impact

Increased housing

Number of units – from ............. to ..............

Increased business units

Floorspace – from ............. to ..............

Increased retail outlets

Floorspace – from ............. to ..............

Increased hotels

Bed spaces – from ............. to ..............

Other uses (pls specify)
a. ............................................

– ............. to ..............

b. ............................................

– ............. to ..............

Increase employment

Jobs – ............. to ..............

Increase turnover

£ – ............. to ..............

Other impacts/benefits
a. ............................................

– ............. to ..............

b. ............................................

– ............. to ..............

c. ............................................

– ............. to ..............

d. ............................................

– ............. to ..............

(Notes)
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................

3.5
Port Facilities South of Oban
Activity

Impact Y/N

Extent of impact

Increased housing

Number of units – from ............. to ..............

Increased business units

Floorspace – from ............. to ..............

Increased retail outlets

Floorspace – from ............. to ..............

Increased hotels

Bed spaces – from ............. to ..............

Other uses (pls specify)
a. ............................................

– ............. to ..............

b. ............................................

– ............. to ..............

Increase employment

Jobs – ............. to ..............

Increase turnover

£ – ............. to ..............

Other impacts/benefits
a. ............................................

– ............. to ..............

b. ............................................

– ............. to ..............

c. ............................................

– ............. to ..............

d. ............................................

– ............. to ..............

(Notes)
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
3.6
Oban Airport Improvements
Activity

Impact Y/N

Extent of impact

Increased housing

Number of units – from ............. to ..............

Increased business units

Floorspace – from ............. to ..............

Increased retail outlets

Floorspace – from ............. to ..............

Increased hotels

Bed spaces – from ............. to ..............

Other uses (pls specify)
a. ............................................

– ............. to ..............

b. ............................................

– ............. to ..............

Increase employment

Jobs – ............. to ..............

Increase turnover

£ – ............. to ..............

Other impacts/benefits
a. ............................................

– ............. to ..............

b. ............................................

– ............. to ..............

c. ............................................

– ............. to ..............

d. ............................................

– ............. to ..............

(Notes)
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................

4.
What impact do you think the projects (which?) will have on your company’s direct behaviour and business
operations i.e. will you shift any activity from elsewhere, or start/stop doing something as a result? (+ve/-ve
none/slight/moderate/significant)
Within the red line (Oban)..............................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
Elsewhere within Argyll & Bute......................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
Elsewhere in Scotland...................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
Outwith Scotland............................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
5.
Do you think any investment that you make as a result of the projects (which?) will have an impact on any of your
competitors? (+ve/-ve none/slight/moderate/significant)
Within the red line (Oban)..............................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
Elsewhere within Argyll & Bute......................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
Elsewhere in Scotland...................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
Outwith Scotland............................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
6.
What impact do you think the projects (which?) will have on your competitors’ behaviour and business operations i.e.
will they shift any activity from elsewhere, or start/stop doing something as a result? (+ve/-ve none/slight/moderate/significant)
Within the red line (Oban)..............................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
Elsewhere within Argyll & Bute......................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
Elsewhere in Scotland...................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
Outwith Scotland............................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
7.
Are you considering doing any development within the Oban area at present? If yes, please describe (location, type,
scale, etc):
(Notes)
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................

8.
Thinking about occupiers, where do you think the likely demand for the potential development project proposals will
come from?
Housing
Retail
Business Hotels
Ports
1.
2.
3.
4.
Local – within Oban
Within Argyll & Bute
From Highland Council
(esp Fort William)
From elsewhere in
Scotland
From outwith Scotland
(Rest UK/International)

(Notes)
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
9.
Are the asset development projects likely to have any impact on your organisation’s development activity within the
Oban area?
Road Network Port Facilities
Port Facilities
Port Facilities
Port Facilities
Oban Airport
Other
Dunbeg
Oban Bay
Barcaldine
Connel
South of Oban Improvements
(Specify)
We would
do projects
anyway and
it won’t
make any
difference
We might do
projects
earlier – how
much
earlier?
We might do
projects
larger scale
– how much
bigger?
We would
do projects
somewhere
else –
where?
We wouldn’t
do any
development
without the
projects
We would
do projects
anyway and
it won’t
make any
difference
(Notes)
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................

Q10 relevant only to existing companies based in Oban that would likely get benefits as a result of the asset development projects
10.
Do you think any of the asset development projects will have any long-term impact on your organisation’s operating
performance (employment and/or turnover)?
Road Network Port Facilities
Port Facilities
Port Facilities
Port Facilities
Oban Airport
Other
Dunbeg
Oban Bay
Barcaldine
Connel
South of Oban Improvements
(Specify)
Significant
beneficial
impact on
performance
Slightly
beneficial
impact on
performance
Little or
none
Slight
adverse
affect on
performance
Significant
adverse
impact on
performance
(Notes)
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
11.
To what extent do you think companies will relocate (in whole or in part) to the asset development project sites, and
from where?
Road
Port Facilities Port Facilities
Port Facilities Port Facilities Oban Airport
Other
Oban Bay
Network
Barcaldine
Connel
South of
Improvements
(Specify)
Dunbeg
Oban
No, don’t think
will be significant
issue
Yes, some will
(pls
quantify/describe)
If yes, what will
happen to the
vacated
premises?
(Notes)
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................

12.
Do you think any of the asset development projects will have any long-term impact on the economic performance of
Oban?
Road Network Port Facilities
Port Facilities
Port Facilities
Port Facilities
Oban Airport
Other
Dunbeg
Oban Bay
Barcaldine
Connel
South of Oban Improvements
(Specify)
Significant
beneficial
economic
impact
Slightly
beneficial
economic
impact
Little or no
impact
Slight
adverse
economic
impact
Significant
adverse
economic
impact
(Notes)
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
What do you think are the three key benefits that will be derived from the asset development projects?
Road Network
Port Facilities
Port Facilities
Port Facilities
Port Facilities
Oban Airport
Dunbeg
Oban Bay
Barcaldine
Connel
South of Oban Improvements
For Your Company
1

13.

Other
(Specify)

2
3
For the economy of the Oban area
1
2
3

(Notes)
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................

14.

What do you think are the three key negative impacts that will be derived from the asset development projects?
Road Network
Port Facilities
Port Facilities
Port Facilities
Port Facilities
Oban Airport
Other
Dunbeg
Oban Bay
Barcaldine
Connel
South of Oban Improvements
(Specify)
For Your Company
1
2
3
For the economy of the Oban area
1
2
3

(Notes)
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
15.
If the asset development projects do not proceed, do you think there will be any impact on other development
projects/proposals within Oban?
Road Network
Port Facilities
Port Facilities
Port Facilities
Port Facilities
Oban Airport
Other
Dunbeg
Oban Bay
Barcaldine
Connel
South of Oban Improvements
(Specify)
Activity will be put at risk, and potentially not happen
1
2
3
Other activity will be prioritised, and will happen
1

2
3

(Notes)
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................
.......................................................................................................................................................................................................................

APPENDIX D
Financial Appraisal
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0

Oban Airport Access

Oban Airport Business Park

220
0

North Pier Extension

3,250
0

Test 1

Test 2

Test 3

Test 4

Test 5

Test 6

Test 7

Test 8

Test 9

Test 10

Test 11

Test 12

Test 12

CS Cost +10%

CS Cost +20%

CS Cost -10%

CS Cost -20%

CS Interest +1%

CS Interest -1%

CS Inflation +1%

CS Inflation -1%

CS Invest +1year

CS NNDR +1year

CS NNDR -5%

CS NNDR -10%

CS NNDR -15%

62642
2

Base

Cum ulative DEBT / RISK

CS Base

8
12298

(Surplus)/Deficit

35944
4

Debt Charges

32063
3

15980
0

Interest

44361

4
19964

Principal

NNDR Incom e

-3881

Recurring Total

Debt Charges - Rev Incom

5
875

-4756
6

Recurring Incom e

Total

Recurring Costs

Overall Sum m ary

Cumulative

30,672
2

General

Total

2,220
0

1,680
0

Oban Airport Business Park

910
0

14,550
0

Barcaldine Access

Nort Pier Building / Streets

Oban South

2
1,232

6,830
0

HH Rbt / Dunbeg Dev Rd

Total

Lorn Rd / Kirk Rd Impr

NNDR

3,355
5

Total

Cumulative

2,150
0

1,205
5

North Pier Extension

Total

615
5

Oban South

Recurring Incom e

Cumulative

Total

70
0

160
0

Oban Airport Business Park

165
5

Oban South

Total

Lorn Rd / Kirk Rd Impr

Recurring Costs

Cumulative

18,890
0

3,750
0

Barcaldine O and M

Total
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0

Barcaldine Access

1,000
0

3,000
0

North Pier Extension

North Pier Building / Streets

2,000
0

5,200
0

Oban South

200
0

0
2,750

Total

HH Rbt / Dunbeg Dev Rd

Dunbeg Gatew ays

Lorn Rd / Kirk Rd Impr

Capital Cost

2

2

1

2

1

0
0
0

0
251
251
251

15
-236
-323

6367

7005

7644

5729

5091
6397

6338

6398

6335

3015

6382

6367

6368

6369

0
87
87
87

0
-87
-87

2950

3245

3540

2655

2360
2950

2950

2950

2950

200

2950

2950

2950

2950

2015

15
15

0
0

15

0
0

0
0

2015

2

1

2015

0
0

0
0

0
0
0

2014

2014

2014

2015

1

2014

3,190
6,140

190

1,000

2,000

2
2015

2,950
2,950

2,750
200

1
2014

3

0
0

3

3

3

14457

14451

14444

14544

6374

14255

14622

14344

11517
14534

12977

17361

15899

14438

106
-401
-724

0
559
559
507

0
-52
-52

2016

10
100
115

0
50
25
15

2016

50
50

25
25

2016

2016

7,500
13,640

400

400

1,500
5,200

3
2016

4

4

4

16551

16533

16510

16771

14443

16259

16722

16246

13083
16736

14786

19896

18191

16489

278
-460
-1184

0
819
819
738

4
2017
11
-92
-81

20
257
372

22
100
50
40
25

2017

85
135

50
35

2017

10
10

10

2017

1,500
15,140

1,500

4
2017

5

5

5

6

6

6

1065
-204
-1222
20280
22599
24920
17960
15641
20900
19679
20647
19922
15506
21388
20405
20530
20652

1 6366

1 8162

1 9960

1 4569

1 2773
1 6794

1 5947

1 6573

1 6164

1 5863

1 7288

1 6435

1 6502

1 6567

452
981
1433
1269

6
2019
11
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-164

22
200
550
40
25
30
75
942
2,136

2019

155
410

100
55

2019

10
30

10

2019

3,750
18,890

3,750

6
2019

908
166
-1018

0
864
864
742

5
018
20
11
-133
-122

22
150
525
40
25
10
50
822
1
1,194

018
20

120
255

75
45

018
20

10
20

10

018
20

0
5,140
15

5
018
20

7

7

7

20523

20329

20133

21303

19247

19642

20236

19105

15041
20798

17488

24831

22382

19935

1292
-220
-1442

608
1072
1680
1512

7
2020
12
-180
-168

44
250
580
40
50
50
100
1,114
3,250

2020
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565

100
55

2020

10
40

10

2020

0
18,890

7
2020

8

8

8

20214

19933

19651

20980

18643

19169

19570
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20487
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24534
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19368

1491
-15
-1457

639
1039
1678
1506

8
2021
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44
300
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125
1,254
4,504

2021

155
720

100
55

2021

10
50

10

2021

0
18,890

8
2021

100
55
155
1,030
10
2023
44
340
675
40
120
90
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100
55
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9
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340
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40
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150
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18958
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19961
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9
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2
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-177

2022
2

19054
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1679
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-182

10
2023
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0
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2
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0
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LORN ARC TIF - Financial Modeling - Summary Input and Output
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Lorn Arc TIF ‐ Cash Sweep Payback ‐ Base
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Lorn Arc TIF ‐ Cash Sweep Payback ‐ Project Cost Sensitivity
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Lorn Arc TIF ‐ Cash Sweep Payback ‐ Investment / NDR Sensitivity
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Lorn Arc TIF ‐ Cash Sweep Payback ‐ Interest/Inflation Sensitivity
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Lorn Arc TIF ‐ Cash Sweep Payback ‐ Displacement Sensitivity
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APPENDIX E
Project Risk Assessment

Lorn Arc TIF - Project Risk Register
Ref.

Category

LA01_R001

Funding

LA01_R002

Funding

LA01_R003

Political risk /
approval

LA01_R004

Political risk /
approval

LA01_R005

Political risk /
approval

LA01_R006

Cost escalation
and over-run

LA01_R007

Other risks

LA01_R008

Other risks

Risk Description
Construction cost projections incorrect
leading to underestimates in the Financial
Model.
That the financial regime for Local
Authorities remains sufficiently stable to
deliver the project.
Full Business Case does not receive
approval.

Chance

Impact

Risk Score

1

4

4

1

4

4

2

4

8

Statutory approvals cannot be secured.

That the political environment remains
sufficiently stable to deliver the programme.

2

4

8

2

3

6

2

2

4

2

4

8

2

4

8

Timescales for projects too optimistic.

Poor contractor performance.

Unanticipated site issues – e.g. ground /
seabed conditions.
Private sector fail to invest in the area.

LA01_R009

Other risks

2

4

8

Certainty of NDR take.
LA01_R010

Other risks

LA01_R011

Other risks

LA01_R012

Other risks

2

4

8

2

4

8

2

3

6

Increases in interest rates

That a project within the proposed
programme fails to gain approval.
Uncertainty with the energy sector / energy
market conditions.

LA01_R013

Other risks

Chance / Impact Ratings
Very Low - 1
Low - 2
Medium - 3
High - 4
Very High - 5

3

Overall Risk Score
Very Low - 0 to 3
Low - 4 to 8
Medium - 9 to 12
High - 13 to 16
Very High - >16

3

9

Mitigating Actions
This is significantly reduced due to the optimism bias allowed in the costings to date and the ability to change the
scope of the projects to meet market conditions at the time. Regularly revisit costings and obtain robust pre-tender
estimate.
This is somewhat reduced due to the forward planning of the budget recently undertaken by ABC. Keep Local
Authority funding regime under review.

Ensure FBC is robust. The main risk envisaged at the time of writing is the potential of the early years funding and
impact on the wider council budget. This may be resolved through negotiation with Scottish Government. Ensure
communication throughout the process is maintained.
The projects identified support the Local Development Plan and are seen as a relatively low risk in planning terms.
Consideration will need to be given to the North Pier in terms of statutory consents for marine works, but again this
is considered to me manageable. Ensure robust communication/consultation process and pre-application
enquiries.
Ensure that clarity is maintained in terms of delivering agreed project scope. There will be potential for political
change at authority level but all councillors would be made aware of the benefits and risks through the process
and this should reduce the risk of a change in thinking.
Significant project lead time has been allowed and this will be reviewed at key stages of the project process. The
sensitivity testing has considered a full year delay in the projects following the initial investment and this has
shown the project as still viable. Regularly revisit project plan.
This would be managed in the normal way with the relevant project managers liaising with the procurement team
and ensuring quality assessments as part of the contractor assessment process. Ensure robust procurement
process.
While this is a possibility there have been reasonable allowances made for optimism bias. Ensure design
development process is as extensive as possible.
This will be managed and communicated through detailed discussion with potential investors as each of the
projects progress. Investments will only proceed where there is clear indication of need and a high level of
confidence in the private sector investment. Ensure communication throughout the process is maintained with
international, national and regional investors and partners.
There is no ultimate certainty on the capture of NDR but every effort will be made to associate any investment with
a short to medium term return through NDR or other income stream. The sensitivity testing has considered 5%
and 10% reductions in the anticipated NDR and this has shown the project still being viable. Ensure FBC is robust.

This will be managed by keeping interest rates under review and modelling the impact of changing rates on the
viability of the project. The sensitivity testing carried out shows that an increase in rates of 1% can be met by the
estimated increase in NDR.
This will be managed by considering bringing forward a replacement project from the long list of projects to
maintain the level of anticipated investment.
This may significantly delay and/or negate the investment in the O+M facility. There is potential within the TIF
agreement to stop progression of longer term Port and Marine component if this is the case. The project team
would work. Ensure FBC and consultation process is robust. Regularly review market and policy status. Provide
updated on project delivery, risk and potential impact prior to commitment of investment.

Current Status

Risk Lead

Timescale

Under review.

Project
Manager

Ongoing

Under review.

Finance
Advisor

Ongoing

Under review.

Head of
Service

Apr-13

Under review.

Project
Manager

Ongoing

Under review.

Head of
Service

Ongoing

Under review.

Project
Manager

Ongoing

Under review.

Head of
Service

Ongoing

Under review.

Project
Manager

Ongoing

Under review.

Head of
Service

Ongoing

Under review.

Head of
Service

Ongoing

Under review.

Finance
Advisor

Ongoing

Under review.

Head of
Service

Ongoing

Under review.

Head of
Service

Ongoing

APPENDIX F
Indicative Project Programme

Lorn Arc TIF - Indicative Programme

1

2

3

4

5

6

7

8

9

10

TIF Business Case
Option Development
Drafting and Review
Council Approval
SFT / SG Consideration and Approval
TIF Agreement in Principal
First TIF Investment
Lorn Rd / Kirk Rd Improvements £2.75M
Design and Planning
Tender
Construction
Dunbeg Gateway Features £0.2M
Design and Planning
Tender
Construction
Halfwayhouse Rbt / Dunbeg Development Rd £2.0M
Design and Planning
Tender
Construction
South Oban Development Zone £3.0M
Design and Planning
Tender
Construction
North Pier Extension £5.2M
Design and Planning
Tender
Construction
North Pier Streetscape £0.5M
Design and Planning
Tender
Construction
Barcaldine Access Improvements £0.4M
Design and Planning
Tender
Construction
Barcaldine O+M investement £3.75M
Design and Planning
Tender
Construction
Airport Access Improvements £0.19M
Design and Planning
Tender
Construction
Oban Airport Business Park Enablement £0.4M
Design and Planning
Tender
Construction

2013
2014
2015
2016
2017
2018
2019
JFM AMJ JAS OND JFM AMJ JAS OND JFM AMJ JAS OND JFM AMJ JAS OND JFM AMJ JAS OND JFM AMJ JAS OND JFM AMJ JAS OND

