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OFFER OF GRANT TO THE CITY OF EDINBURGH COUNCIL IN RESPECT OF THE
GROWTH ACCELERATOR MODEL (“GAM”) IN RESPECI OF THE
REDEVELOPMENT OF TIE NEW ST JAMES CENTRE

The Scottish Ministers in exeicise of their powers under Section 126 of the Housing Grants,
Construction and Regeneration Act 1996 hereby offer to give to the City of Edinburgh Council
(“the Grantce™) an annual revenue grant of up to FOUR MILLION, TWO HUNDRED AND
SEVENTY TIHOUSAND POUNDS (£4,270,000) STERLING, payable each year over the twenty
five (25) financial years commencing on Completion of the Catalytic Development and subject (o
the following terms and conditions:

1. Definitions and Interpretation

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

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

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

1.4 Except as otherwise provided in these Conditions, any reference to a clause, paragraph, sub-
paragraph or schedule shall be a reference to a clause, paragraph, sub-paragraph or schedule of
these Conditions.

2. Purposes of the Grant

2.1 The Grant is made as a contribution to the funds needed to enable the Grantee to carry out
the Project.

22  The Grant shall only be used for the purposes of the Project and for no other purpose
whatsoever.

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

2.4  The threc objectives/expected outcomes of the Grant are:
» Economic growth from the Catalytic Development, measured by growth in the rateable

value of the New St James Centre when compared lo the current rateable value of the St
James Centre;




* Economic growth in the surounding arca, as measured by growih in the non-domestic
property tax base (or equivalent successor tax base, as the case may be) that cxceeds the
national average; and

*  The achievement of identificd cmployment and training targets designed to support the long
term unemployed and harder to reach groups,

together the “Project Outcomes”,

To achieve the Project Outcomes the Grantee will invest in CEC Growth Assels as part of the
Catalytic Development which will in tum trigger wider investment, both public and private in the
city centre of Edinburgh. It is anticipated that the investment will in turn creaie a series of revenue
streams for both the Grantee and the Scottish Ministers. The “CEC Growth Assels™ are;

o Public realm and inlrastructure improvements at James Craj g Walk;

*  Accessibility and permeability improvements around the St. James Centre;

¢  Public realm at Picardy Place;

o A multi-modal transport interchange al the junction of Leith Walk, Leith Street and York
Place; and

o The Energy Centre,

described in and shown on the Draft Approved Drawings, as such assets are further
defined during project design stages or amended in accordance with this Offer of
Grant. The Executive Group (as further defined at Schedule 5) shall be consulted in
relation to any proposed amendment (o the CEC Growth Assels.

2.5 The targets/milestones against which progress in achieving Project Qutcomes shall be
monitored are:

¢ GAM Target [ - Economic growth from the Retail and | eisure Element, measured by
growth in the rateable value of the New St James Centre when compared to the current
rateable value of the St James Centre, This target relates to 55% of the annual grant;

*  GAM Target 2 - Economic growth in the surrounding area, defined as growth in Edinburgh
post codes EH1, EH2, EFl7 and EHS, excluding the Catalytic Development and as
measured by growth in the non-domestic properiy tax base {or equivalent successor tax
basc, as the case may be) that exceeds the national average by 0.5%. This target relates (o
25% of the annual grant; and

* GAM Target 3 - Employment and training given by the Grantee to support the long term
uncmployed and harder to reach groups. This target relates to 20% of the annual grant,
as defined more particularly in paragraph 15 of part 2 of Schedule 1.

The GAM Targets shall be measured and (A) if in the three years after Completion of the
Catalytic Development all GAM Targets are met then the GAM Targets shall be deemed met
in full and no adjustment of the Grant shall thereafter occur relative to the GAM Targets; (B)
if in the three years after Completion of the Catalytic Development ail GAM Targets are not
met then the GAM Targets shall continue to be measured over the next three years (measured
from the Completion of the Catalytic Development) and at the end of that period, the GAM
Targets shall be deemed met in full or in part and no adjustment of the Grant shall thereafier



oceur relative to the GAM Targets; and (C) until the GAM Targets are deemed met in full
under limb (A) or (B) then the annual Grant shall be adjusted pro rata in accordance with the
agreed GAM Targets adjustment as referred Lo below.

2.6 The level of the annual Grant will not exceed FOUR MILLION, TWO HUNDRED
AND SEVENTY THOUSAND POUNDS (£4,270,000) STERLING, payable annually over
the twenty five (25) financial years commencing on Completion of the Catalytic
Development (currently estimated to be financial years 2020-2021 to 2045-2046). Lt will be
reduced from this maximum if: (i) the finai cost of the CEC Growth Assets to the Grantee is
less than £61.4 million (excluding reclaimable VAT); and/or (ii) the Granter does not fully
deliver the agreed Project Outcomes as cstablished by the GAM Targets; as more particularly
described in Paragraph 3 below and Paragraph 15 of Schedule 1 respectively.

Paragraph i) above is to be applied in 2020-21, and an adjusted maximum annual Grant level
is to be finalised. Paragraph ii} is (o be measured {rom 2020 to 2021, or up to 2026 il not
fully achieved by 2023. The above periods shall be adjusted to correspond to any delay to the
Completion of the Catalytic Development.

The Grant is to be made as additional central government revenue funding to the Grantec out-with
the Local Government Finance settlement. The measurement of the Project Outcomes is set out in
Schedule | Paragraph 15.

2.7 The eligible costs exclude reclaimable Value Added Tax.

2.8 The Agreement shall come into full force and effect upon acceptance of the Grant by the
Grantee.

2.9  In the event that no malerial capital invesiment is made by the Grantee or the Developer
(this shall be deemed to be from the point of the first demolition works to be commenced on the St
James Centre site to enable construction of the Catalytic Development to comunence) in respect of
the Catalytic Development by the Initial Investment Longstop Date then this Agreement shall
automatically expire and terminate with no payment due to or by either Party.

2.10 The Grantee shall implement the Governance Arrangements as soon as reasonably
practicable following accepiance of this offer of Grant.

2.11  The Grantee shall not make any material variations to the CEC Growth Assets which would
materially and adversely impact the GAM Targets without the prior written consent of the Scottish
Ministers, not to be unreasonably withheld or delayed.

3. Payment of Grant

31 The Grant shall be paid by the Scottish Ministers to the Grantee in accordance with the
terms of Schedule 1 Part 2.

32  The Grantee shall as soon as practicable after 31 May each year commencing in the
financial year after which the Grant has first been paid submit to the Scoitish Ministers a statement




of compliance with the Offer of Grant using the form of words provided in Schedule 3. The
statement shall be signed by the Grantee’s Head of Finance or such other function head of the
Grantee agreed with Scottish Ministers.

33 It the event that the amount of the Grant paid by the Scottish Ministets to the Grantee at
any point in time is found to exceed the amount claimable under the terms of this Offer of Grant,
the Grantee shall repay to the Scottish Ministers the amount of such excess in accordance with
clause 3.2 of Part 2 of Schedule 1.

34 The Scotlish Ministers shall not be bound to pay to the Grantee, and the Grantec shall
have no claim against the Scottish Ministers in tespect of, any instalment of the Grant which
has not been claimed by the Grantee by 31 March of the following financial year as set out in
Schedule I, unless otherwise agreed in wriling by the Scottish Ministers.

4. Inspeetion and Information

4.1 ‘The Girantee shall keep the Scottish Ministers fully informed of the progress of the Project
in the form of annual reports (o the Executive Group. Details shall include actual expenditure to
date compared with profiled expenditure and any change to estimated expenditure for the financial
year and/or the Project as a whole, the reasons for any such changes and progress in achieving the
Project Outcomes.

42 Revisions to the GAM Targets against which progress in achicving the Project Outcomes
are monitored shall be subject to the wrilten agreement of the Scottish Ministers, acting rcasonably,
in accordance with the other provisions of this Offer of Grant,

43 The Grantee shall submit a report to the Scoltish Ministers summarising the outcomes and
performance of the Project, at completion of the Catalytic Development and three years after the
opening of the New St. James Centre. Such a report shall include such statistical and other
information relating to the impact of the Project as shall be required by the Scottish Ministers acting
rcasonably. If the Project Outcomes have not been fully achieved at year three, a further report will
be required either at year six or at an earlier date in the event the Project Outcomes are fully
achieved sooner.

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

45  The Grantee shall keep and maintain for six years after the expenditure occurs, adequate
and proper records and books of account recording all receipts and expenditure of monies paid to it
by the Scottish Ministers by way of the Grant. The Grantee shall afford the Scottish Ministers, their
representatives, the Auditor General for Scotland, his/her representatives and such other persons as
the Scottish Ministers may reasonably specify from time to time, such access to those records and
books of account as may be reasonably required by them at any reasonable time in response to a
wrilten request for such access from the person seeking it. The Grantee shall provide such
reasonable assistance and explanation as the person carying out the inspection may from time to
lime require.



46 In the event of the Grantee becoming aware of or suspecling any irregular or fraudulent
aclivity that may have any impact on the Project or on the use of the Grant, or any part of it, the
Grantee shall immediately notify thc Scottish Ministers of such activity and provide such other
information as the Scottish Minislers may reasonably require in relation to the impact on the Project
and the use of the Grant.

5. Confidentiality and Data Protection

5.1 The Grantee will respect the confidentiality of any commercially scositive
information that it has access to as a result of the Project.

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

5.3  The Grantec shall ensure that all requirements of the Data Protection Act 1998 imposed on
the Grantee are fulfilled in relation to the Project.

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

6. Disposal of CEC Growth Assets or Grantee receipt of St James Profit Share

The Grantee shall not, without the prior written consent of the Scottish Ministers, dispose of any
asset funded, in part or in whole, with Grant funds within 25 ycars of the asset being acquired.
During that period:

)] the Scottish Ministers shall be entitled to the relevant proportion of the proceeds of
the disposal based on the percentage of Grant funding used in connection with the
acquisition of the asset against the whole proceeds; and

(i)  the Scottish Ministers shall also be entitled to the relevant proportion of any
proceeds resulting from any provision included as a condition of sale.




Recovery by the Scottish Ministers shall not be required where the value of the asset is less than
£25,000.

During the period of the Grant if the Grantee:
(i) disposes of any CEC Growth Assel; anc/or
(ii} reccives from the Developer any St James Profit Share or other income/receipts from
the New St. James Centre (which, for the avoidance of doubt shall exclude any capital
receipt derived from the sale of land owned by the Grantce at Picardy Place); and/or
(iti) receives grant or developer contributions,

the Partics shall consult, through the Fxecutive Group, as to whether the amount or term of the

Cirant should be reduced. Following agreement by the Executive Group, the basis of the revised
payments will be formally documenled between the Parties and apply from that date,

7. Publicity

The Grantee shall where reasonably practicable acknowledge in all publicity material relating to the
Project the contribution of the Scottish Ministers to its costs. ‘The Scottish Ministers may require to
approve the form of such acknowledgement prior to its first publication. The Scottish Ministers
shall consuit the Grantee in advance with regard to all publicity material relating Lo the Project.

8. Intellectual Property Rights

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

9. Default and Recovery ete. of Grant

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

9.1.1  The Grantee commits a Default;

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

9.1.3  The Grantee fails to carry oul the Project;

9.1.4  In the Scottish Ministers’ opinion, acting reasonably, consider the progress on the
Project is not satisfactory; or



9.1.5 In the Scottish Ministers’ opinion, acting rcasonably, consider the future of the
Project is in jeopardy.

92 If, in the Scottish Ministers’ opinion, the Grant or any part of it is state aid and they
consider that they are rcquired to recover such sum to ensure compliance with their
obligations under EU law, the Scottish Ministers may require immediate repayment of the
Grant or any pait of it together with interest at such ratc and on such basis as may be
determined from time to time by the Commission of the European Unian,

93  In the event that the Grantee becomes bound to pay any sum to the Scottish Ministers in
terms of clause 9.1, the Grantee shall pay the Scottish Ministers the appropriate sum within one (1)
month ol a written demand for it being given by or on behall” of the Scottish Ministers to the
Grantee.

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

9.5  Any failure, omission or delay by the Scottish Ministers in exercising any right or remecdy
to which they are entitled by virtue of clauses 9.1 or 9.2 shall not be construed as a waiver of such
right or remedy.

11). Assignation

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

11. Not used

12. Corrupt Gifts and Payments of Commission

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

13. Continuation of Conditions

i3.1 These Conditions, except for Condition 6, shall continue to apply until the carlicst of a period
of five ycars after the end of the financial year in which the final instalment of the Grant is paid.

13.2 Condition 6 shall continue 1o apply until the end of the period referred to in that Condition.




14. Compliance with the Law

The Grantee shali ensure that in relation to the Project, they and anyone acting on their behalf shall
comply with the relevant law, for the time being in force in Scotland, including without prejudice to
the foregoing generality in respeet of the CEC Growth Assels compliance with procurement law
requirements, state aid and local authority vires requirements.

15. Governing Law & Jurisdiction

This agreement shall be governed by Scots Law and the Parties submit to the exclusive Jurisdiction
of the Scottish Courts.

If you wish to accept this Offer of Grant on the whole terms and conditions as set out in the lotter
and annexed Schedules, you should sign and date both copics of the Grant Acceptance below and
return one copy of the Offer of Grant and Schedules to me at Scottish Govermment, Area 3 C Norih,
Victoria Quay, Edinburgh, EH6 600). You should retain the second copy of the Offer of Grant and
S;h dules for your own records.

ours sincerely

1

Alistair Brown
Director of Financial Stratesy
14 October



GRANT ACCEPTANCE
On behalf of The City of Edinburgh Council 1 accept the foregoing Offer of Grant by the Scottish

Ministers dated 1l Ocber 2016 on the whole terms and conditions as set out in the lelter and
annexed Schedules. [ confirm that I hold the relevant signing authority.

Signed: " , l y

Print Name; HU (SR OUNV\/

Position in Organisation of Person Signing: CF O,
Date: 7y Ocbber Lol

Place of Signing: & VINBUL Gv

Signed:
[ Witness] —"\Z—‘_—L 2:’53

Witness Name: s dan (23S

Address:  \,_fro6@EY (o FT
Eps MpReel S1EEET

O B2 G
Dale: 2| ociobEd wib

Place of Signing: EOWRLECYH




SCHEDULE 1
PART 1: THE PROJECT

The delivery of outcomes (hrough the creation, funded by the Grantee, of cerlain catalytic
asscts as a critical part of securing the redevelopment of The St Jamcs Centre, Edinburgh as
more particularly described in the St James Centre Redevelopment Business Casc dated
January 2014 and the Supplementary Funding Proposal dated April 2014 as submitted to
Scottish Ministers as such catalytic assets are further defined during project design stages or
amended in accordance with the this Offer of Granl in respeet of material changes.

Background Analysis (on arrival af maximum annnal Grent payment to Gramtee).

i) The Grantee expects to receive nvo ammal Junding flows as follows: (d) «
maximunt Grant of £4.27m p.a from the Scottish Government.. (B) Developer
Contribution of up to £0.5m p.a. which is composed of two elements which are (i)
a non variable L0.13m p.a. in respect of the Energy Centre and (i) tp to £0.35m
p.a. where the total cost of the CEC Growth Assets is more than £36.9m to
meeximm of £61.4m. . :

(i) If the actuad cost of completing the CEC Growth Assets exceeds the CEC Grovwdl
Assets Estimate this iy (as between the Grantee und Scottish Ministers) a Grantee
risk;

(iii)  If the actual cost of completing the CEC Growth dssets is less than the CEC
Growth Assets Estimate then (4) where the actual cost of completing the CEC
Growth Assets is less than or equal to £61.4m and greater than or equal to £56.9m
there shall be « pro rata reduction in the Developer Contribution up to a
maximum reduction in the Developer Contribution of £0.35m p.a.; (B) where the
actual cost of completing the CEC Growth dssets is less than £36.9m no
Developer Contribution will be required other than the £0.13m element in respect
of the Energy Centre and (C) where the actual costs of the CEC Growth dssets is
less than £36.9m there shall be a pro rata reduction in the Grant,

(iv)  If the Grantee receives a St James Profit Share then the Grant shall be adfusted
(as provided in paragraph 6 of the Offer of Grant);

(v) The GAM Targets shall be measured and (A) if in the three years afier Completion
of the Catalytic Development all GAM Targets are met then the GAM Targets shall
be deemed met in full and no adjustment of the Gramt shail theregfier ocenr
relative to the GAM Targets; (B) if in the three years afier Completion of the
Catalytic Development all GAM Targets are not_met then the GAM Targets shall
continue to e measured for the next 3 years (measured from the Completion of the
Catalytic Development) and from such point the GAM Targets shall be deemed met
in full or in part and no adjustment of the Gramt shall thereafier ocewr relative to
the GAM Targets: (C) until the GAM Targets are deemed met in Jull under limb
(A) or (B) then the annual Grant shall be adjusted pro rata in accordance with the
agreed GAM Measurement adjustment.



PART 2: PAYMENT OF GRANT

[ The total Grant of up to FOUR MILLION, TWO HUNDRED AND SEVENTY
THOUSAND POUNDS (£4,270,000) STERLING shall be payable by the Scottmh Ministers to
the Grantee annually on 31* March cach year. In advance of payment (by 15™ March in the
apphcable financial year at the latest), the Grantee shall submit a completed claim for Grant
in the form set out in Schedule 2 together with the associated monitoring information set out
in paragraph 4.1 of the Offer of Grant.

2. The total Grant shall be payable over the financial years 2020-2021 to 2045-2046. Other
than in accordance with clause 3 below, the Scottish Ministers shall not be bound to pay any
instalment of the Grant which has not been claimed by the Grantee by 15th Maich of the
applicable financial year, unless otherwise agreed in writing by the Scottish Ministers.

3, The Grantee shal! provide, by 31* May each year, to the Scottish Ministers:
3.1 an estimate of the Grant claim for the current financial year; and

3.2 a reconciliation statement in relation to the annual Grant claimed for the previous
financial year including details of any underpayment or overpayment of the Grant for
that ycar Any variation shall be rectified by the Scottish Ministers in the following
year’s annual Grant (save for year 2045-2046 when the value of any undcx payment
shall be payable by the Scottish Ministers to the Grantee within 30 days).'

4. Rach claim shall be for an amount equal to the estimated amount of the Grant required
to meet the reasonable and proper costs and expenses of the Grantee in connection with the
Project, including but not limited to payments to the Developer made or to be made under the
GAM Agreement, until the next claim is due to be submitted.

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

e An annual return detailing the ratcable value of the Catalytic Development and
confirmation it exceeds the target measurement,

» An annual return detailing the rolling level of growth and that its exceeds the target
measurement;

e An annual report capturing buoyancy growth in the Surrounding area, using rateable
value and appeals data from the Scottish Assessor;

o An annual report capturing the training and cmployment levels of the Project, and how
they relate to any build up, as well as ultimately 25% of positions coming from hard to
reach areas for employment and training (e.g. the Leith area of Edinburgh); and

o Details of the wider investment enabled/delivered and commentary on the wider benefits.

! cEC would like to discuss with the Scottish Ministers whether it Is appropriate to include any form of dispute
resolution process?




6. On reccipt of cach claim (and any required documentation and information), the Scottish
Ministers shall determine the amount of expenditurc which they consider the Grantee shall
reasonably and properly incur in connection with the Project having regard to that claim. The
determination shall be based on the information provided by the Grantee in accordance with this
Schedule,

7. Not used.

8. The Grantee shall as soon as practicable seek 1o ascerlain the CEC Growth Assels
Cost and, if' possible, shall do so prior to Completion of the Catalytic Development.

8.1 The Grantee shall notify the Scottish Ministers of the CEC Growth Assets Cost and
provide such proper and reasonable information reasonably requested by the Scottish
Ministers lo evidence such cost.

8.2 Ifthe CIEC Growth Assets Cosl is equal to or exceeds the CEC Growth Assets
Estimate then there shall be no adjustment whatsoever on this ground to the maximum annual
Grant,

8.3 If the CEC Growth Assets Cost is less than the CEC Growth Assets Estimate (hen
there shall be an adjustment to the maximum annual Grant as follows:

8.3.1  Step 1: a £4.5 million reduction in construction cost of CEC Growth Assels compared
to the CEC Growth Assets Estimate will be entirely in favour of the Developer as follows:

Cost of Completion of the CEC Growth Assets £56.9m
CEC Annual Payment £4.42m
Scottish Government Annual Maximum Grant £4.27m
Developer Contribution in respect of Energy Centre £0.15m
Developer Conltribution linked to total CEC Growth Assets £0.00m
Total £4.42m

Step 2: a less than £4.5 million reduction in construction cost of CEC Growth Assels
compared to the CEC Growth Assets Estimate will result in a pro-rated Developer
Contribution to a maximum of £0.35 million

Step 3: if the Developer Contribution has been reduced to nil as outlined in step 1 thereafter,
any reduction in annual funding cost of CEC Growth Assets compared to the CEC Growth
Assets Estimate will result in a pro-rated reduction in the Scottish Government Grant.

8.4 If the CEC Growth Asscts Cost has not been agreed or determined as at Completion
of the Catalytic Development then the Grant shall be calculated and paid on an interim basis
based on the Grantee’s estimate (given in good faith to the Scottish Ministers) of the expected
outturn CEC Growth Assets Cost (which estimate shall be substituted in Paragraph 1.3 for the
CEC Growth Assets Cost) and once agreed or delermined there shall be a reconciliation and
(i) the process outlined at Paragraph 1.3 shall occur to ascertain the adjusted Grant; and (ii)
any amount over-paid or underpaid to the Grantee shall be paid as the case may be to or by
the Grantee.



8.5  In the event that the cost of the CIiC Growth Asscls is below £61.4m the Parties shall
review within 3 months of the Practical Completion Date (as defined in the GAM
Agreement), (a) whether clause 8.3 should be adjusted in light of an uplifi in rateable value
derived from the Retail and Leisure Element in excess of GAM Target 1 and (b) whether the
GAM targets should be adjusted in light of final quantification of the costs of the CEC
Growth Asscts and reviscd estimaies of the uplifi in rateable value in accordance with GAM
Target 1.

9. Subject to the provisions for adjusiment of the maximum annual Grant amount or
reconciliation of annual Grant paid based on adjustment factors provided for in this
Agreement, the total annual Grant of £4.27m shall be payable by the Scottish Ministers to the
Grantec in advance. The Grantee shall submit annually: (i) in advance a completed claim for
Grant in the form set out in Schedule 2; and (ii) in arrcars the associated monitoring
information set out in this Schedule 1 Part 2 plus any reconciliation information required
pursuant to the Offer of Grant.

10.  The Grant shall be payable with the first annual payment on Completion of the
Catalytic Development and annually thereafier for the next 25 financial years unless the term
is reduced under Clause 6.

11.  The Grantee shall provide a profile of expenditure of the Grant before the start of each
financial year. Any change to the profile shall be notified to the Scottish Ministers at the
carliest opportunity via the claims for Grant and monitoring reports. The Grantee shall after
commencement of construction of the CEC Growth Assets and prior to the CEC Growth
Assets Cost being ascertained provide details at regular periodic intervals established by the
Executive Group to include actual expenditure to date compared with proliled expenditure
and any change to estimated expenditurc for the CEC Growth Assets, the reasons for any
such changes.

12.  The bascline “pre-Project” shall be the rateable value “RV” for both catalytic and
surrounding area data for the GAM TTargets at date of contract signature].
Each year aficr the date of this Agreement the Grantee shall as soon as practicable produce an
update report on the GAM Targets together with such explanatory or supplementary material
as the Scottish Ministers may from time to time reasonably require.

13. The Grantce shall measure the GAM Targets from Completion of the Catalytic
Development. The Scottish Ministers shall measure and notify the Grantee of the national
averages, growth rate and other data measured and reported by the Scottish Ministers and
which is essential for the Grantee to measure achievement of the GAM Targets. The Scottish
Ministers shall notify the Grantee of such data by [insert] annually.

14.  The Scottish Ministers shall pay the Grant in accordance with the above provisions of
this Schedule 1 Part 2 but there shall, subject to Paragraph 15.3 below, be a reconciliation
based on the annual GAM Targels pursuant to Paragraph 15 below. '

15.  The GAM Targets arc detailed below and the Grantee shall report on the achievement
of the GAM Targets annually in arrears (subject to receipt from the Scottish Ministers of its
data) pursuant to this Paragraph 15.




15.1

For the purposes of this Paragraph 15 the following definitions/criteria shall apply:

GAM Targels

%

Annual
Grant

of

GAM Target 2 and GAM Target 3

GAM Target 1
Econoniic
growth from the
New St James
Centre.

55

means collectively GAM 'Targel 1%

means an uplift in the ratcable value
derived from the Retail and Leisure
Element that is three times the
baseline rateable value. Baseline
rateable value is defined as pre-
project rateable value for the
development footprint as at [ Apil
2015. If such a measurement is

GAM Target is not achieved the
payment will be pro-rated based
| upon the difference benveen the new
uplifi vatue and the pre-Project
rateable value)

GAM Target 2
Economic
growth from the
Surrounding
| area

o]
L]

! baseline

means an uplift in rateable values
from within the Surrounding area
{EH1, EH2, EH7 and EH8 cxcluding
the Catalytic Development itself) as
a result of the effects of the Catalytic
Development based upon achieving a

0.5% above the national Scottish
buoyancy average growth rate in
each year of measurement. The
used to establish the
measure shall be the rateable value
for the Surrounding area as at 1 April
2015 uprated by national buoyancy
rates until St James Centre opening
in financial year 2019/20, (insert
example of how to calculate
baseline), Appendix 1 provides
worked examples of Target 2.

"GAM Target 3
[Emplayment
and Training|

20

The achievement of the Employment
and Training 'Targets.

This is designed o support the long
term unemployed and the harder to
reach groups and areas. This will be
based upon a target of 1200 fraining
places and 600 people employed
Jiom hard to reach groups in the first

hwo years of operation. Year one

| target of 600 Iraining places and 300

made, 53% af the SG GAM Payment |
will be made. In the event that the |

raleable valuc growth rale equal to !

——

An  annual  return
detailing the rateable
value of the Catalylic
Development  to  be
i submitted.

An  annual  return
detailing the rateable
value of the
Surrounding area to be
submilted.




jobs. Year two and three target of
1200 training places and 600 jobs.
The longer term employment of those
furthest away from the market is set
as 25% of all employment in the St |
James  Centre. If such a
measurement is made, 20% of the SG
GAM Payment will be made. In the
event that the GAM Target is not
achieved the payment will be pro-
rated bhased upon the difference
hetween actual jobs und training and
created vs. the forecast levels.

Long term unemployed is defined as

those who have been out of work for

12 months and over.

“Hard to Reach” is defined as those
under-represented or disadvantaged
in the labour market and covers
people in the following categories ;
e Low Skilied,
o Low Waged or those in
insecure employment,
o young people (16-19), those
with a disabilities,
o those with caring
responsibilities,
those leaving care ,
e Ethnic minorities,
Older workers,
e Ex-offenders, and
e those recovering from an
addiction

and will be targeted at the most
disadvantaged wards in the city
(using Scottish Government (SIMD)
and ONS data)which shall include
but not be limited to:

e North Edinburgh;

e Craigmillar; and

e Wester Hailes.

Information to be
collected and

| submitted through

CEC Caselink web-
based client
management system
which records client
profiles, supported
provided and outcomes

achieved and an annual !
| return provided.

Capital City
Partnership  validates
the outcomes claims

' by organisations using

our accepted
definitions (attached).

152 Subject to Paragraph 15.3 below the Scottish Ministers shall pay the Grant for each
vear based on the aggregate of the following sums/percentages to the Grantee (and to the



exteni the annual Grant has already been paid there shall be a reconciliation of what amount
is due to or by the Grantee):

[52.1  Where GAM Targel 1 is met, the Scottish Ministers shall pay to the Grantee a sum
equal to 55% of the annual Grant payment; and

15.2.2 Where GAM Targel 2 is met, the Scottish Ministers shall pay lo the Grantee a sum
equal 1o 25% of the annual Grant payment. Where GAM T arget 2 is nol mel, but the growlh
rale is above the Scottish buoyancy average growth rate, as measured from opening of the
cenlre, a pro-rata proportion of the Grant payment will be made. No payment will be made il
the Scottish buoyancy average growth rate is not achieved: and

1523  Where GAM Target 3 is e, the Scottish Ministers shall pay to the Granlee a sum
equal 10 20% of the annual Grant payment.

153 The GAM Targets shall be measured and (A) il in the three years after Completion of
the Catalytic Development all GAM Targets are met then the GAM Targets shall be deemed
met in full and no adjustment of the Grant shall thereafier occur relative to the GAM Targels;
(B) if in the three years afier Completion of the Catalytic Development all GAM Targets are not
met then the GAM Targets shall continue to be measured over the next three ycars (measured
from the Completion of the Catalytic Development) and from such point the GAM Targets shall
be deemed met in full or in part and no adjustment of the Grant shall thereafter occur relative
lo the GAM Targets; (C) until the GAM Targets are deemed met in full under limb (A) or B)
then the annual Grant shall be adjusted pro rata in accordance with the agreed GAM Targels
adjustment as referred to above.

A worked example is included illustrating a scenario where GAM largets are not fully
met or exceeded within a threc year period assuming an average maximwm annual
Grant of £4.27m. The threc year period is for illustration and can be extended if
GAM targets have not been fully met (100%).

Step 1. Payments which would be made by Scoitish Ministers where
GAM targets 1, 2 3 are met in full.

Target 1 35% * £4.27m = £ 2.349m

Target 2 25% * £4.27m = £ 1.067m

Target 3 20% * £4.27m = £ 0.854m

Tolal GAM p.a. £4.27m

3 Year GAM total £12.81m

Step 2. Hlustrative achievement ol GAM targets over 3 years and
GAM payments which would be made by Scottish Ministers.

Year 1.

Target 1 50% achicved. 50% of £2.349m = £1.175m

Target 2 100% achieved. 100% of £1.067m = £1.067m

Target 3 110% achieved. 100% of £0.854m = £0.854m*

Year | GAM Payment £3.096m
Yecar 2
Target 1 110% achieved, 110% of £2.349m = £2,584m

Target 2 100% achieved. 100% of £1.067m = £1,067m



Target 3

Year 3

Target |
Target 2
Target 3

90% achicved.

140% achieved.
100% achicved.
110% achieved.

90% of £0.854m = £0.769m
Year 2 GAM Payment £4.42m

140% of £2.349m = £3.289m
100% of £1.067m = £1.067m
110% of £0.854m = £0.939m
Year 3 GAM Payment £5.295m

3 Year GAM total  £12.8Im

*pro-rata payment against GAM Targets is capped at 100% unless GAM Targets have
not been mel in previous years. At no point will GAM [unding payable by the
Scottish Ministers accelerate the relevant cumulalive total of £4.27m per annum.



SCHEDULE 2
GRANT CLAIM FORM

Organisation: [Name and address]
Banle details: [Name and address, sort code, aceonnt number}
Project: /Nume / Description]
Total agreed grant for 20xx-xx: fAmount}
Latest forceast of expenditure of grant for 20xx-xx: [Amount/
Reconciliatlon of grant for 20xx — x|, lmaoinnf
Grant claimed to date: [stwon]

[Unexpended grant: wiwre grant is paid in advancel [Amonm}

[Claim for grant] or [Estimate of grant required| for the period [from vxxx to xxvy] or [to xxxx|:
fAmawn]

We hereby chiim [total] grant of |£ | in respect of the above period in accordance with the terms
and conditions of the Offer of Grant dated | | and thie Schedules attached thereto.

Completed by:
Position:
Contact Details:

Date;

Detail of Performance apainsi Target

Please list in the tuble betow details of performance against target relevant to the above period and the
type of documentary evidence that has been submitted to substantiate cach amount.

A PSP
Item Amount (£) Report
(containing

evidence that the
relevant target
has been
metfevidence of
required
reconciliation)
which is to the
Scottish
Ministers’
satisfaction
reccived by the
i ) Scottish Ministers




Final Growih Assets Cost

GAM Target |

GAM Target 2

GAM Target 3

Reconciliation from previous financial
year

TOTAL*




SCHEDULE 3

STATEMENT OF COMPLIANCE WITH CONDITIONS OF GRANT
{Name of Project]
This is to confirm that the grant claimed by [name of Gramtee] in relation to the above
Project [during the period ending [31 March 20xx] was properly due and was used for its
intended purpose(s) in accordance with the terms and conditions of the Offer of Grant. This
statement is supported by the records of [iime of Granteef.
Signed:
Name in block capitals:

Position:

Date:



“Executive Group” cans the group formed in accordance with the requirements of
Schedule 5.

“Financial Year” means a period from 1 April in one year until 31 March in the next;

“GAM Agreement” means the agrecment entitled “Growth Accelerator Model Agreement
relating to St James Quarter Edinburgh” entered into between the Developer and the Grantee on or
around the date of this Offer of Grant;

“GAM Targets” means one or more of the data to be measured and reported in accordance with
paragraph 15 of Parl 2 of Schedule | to this Offer of Grant to ascertain whether the Project
Outcomes have been achieved;

“Governance Arrangements” means the governance arrangements more particularly detailed in
Schedule 5 to this Agreement;

“Grant” means the grant offered by the Scottish Ministers to the Grantee as specified in this Offer
of Grant, and as varied from time to time in accordance with this Offer of Grant;

“Grantee” means the person, organisation or body to which the Grant will be payable as specilicd
in this Offer of Grant. Where two or niore persons, organisations or bodies are the Grantce,
teferences to the “Grantee™ are o those persons, organisations or bodies collectively and their
obligations under the Agreement are undertaken jointly and severally,

“Initial Investment Longstop Date” means 31st December 2017 or such other date as is agreed
between the Parties in writing;

“Intcllectual Property Rights” means all rights of ownetship, including all copyrights and other
intellectual property rights in books, leaflets and other printed and published materials in whatever
form produced as part of the Project by or on behalf of the Grantee including all reports and any
such published materials stored in or made available by means of an information technology system
and the computer software relating thereto and all patents, trademarks, registered designs and other
rights in the nature of intellectual property:

“New St. James Centre” means the redeveloped retail, leisure, hotel and residential centre to be
constructed by the Developer in the St, James Centre, as more fully described in Schedule 6;

“Offer of Grant” means this offer letter.

“Project” means the purposc for which the Grant has been awarded as described in the Part 1 of
Schedule 1 Offer of Grant;

“Party” means a party to this Agreement;
“Payment” means each of the payments specified in Schedule 1 hereto;

“Retail and Leisure Element” the retail and leisure (including car parking) clement of the
Catalytic Development shown delineated in [red] on Plan Number [................. ] contained
[ I;

“St Jumes Profit Share” means the amount, if any, that the Grantee receives from the Developer
pursuant to the Grantee-Developer GAM agreement in respect of the St James Centre and CEC

Growth Assets if the Catalytic Development exceeds a stated threshold internal rate of return 15%
for the Developer triggering “profit’ payment to the Grantee;

“St James Centre” means the site identified in the redline plan attached at Schedule 7.



SCHEDULE 4

DEFINITIONS

“Agreement” means the agreement constituted by the Scottish Ministers” invitation to apply for a
grant, the Granlee’s Application, this Offer of Grant and the Grantee’s acceptance of this Offer of
Grant;

“Catalytic Development” means the redevelopment of The St James Centre, Edinburgh and CEC
Growth Assets, which forms part of the whole redevelopment referred to in the Project description;

“CEC Growth Assets” means the asscts identified in Paragraph 2.4 of this Offer of Granl us
amended in accordance with the provisions ol this Offer of Grant;

“CEC Growth Assets Cost” is the final cost and expense to the Grantee of completing the
CEC Growth Assets, excluding VAT, as calculated pursuant to the Grantee-Developer GAM
agreement in respect of the St James Centre and CEC Growth Assets;

“CEC Growth Assets Estimate” is the cstimaie as at the date of this Agrecement of
completing the CEC Growth Assets and is £61.4 million excluding VAT;

“Completion of Cafalytic Development” means the date on which all of the following have
occurred:-

(a) 50% of the area of the Retail and Leisure Element (excluding car parking)
in respect of which non domestic rates are payable is open for trading; and

a statement or slatements of practical completion has been issued for the areas
comprising the Retail and Leisure Element;

“Conditions” means these grant conditions;
“Default” means:

(a) Any material breach of the obligations under this Agreement (including, but not  limited  to,
any breach of any undertaking or warranty given under or in terms of this Agreement);

(b) Any failure to perform or the negligent performance of any material obligation under this
Agreement;

(c) Any breach of any legislation; or

(d) Any negligence or negligent or fraudulent miss-statement or misappropriation of Grant, or any
other default,

[n each case by the defaulting party, its employees, agents or representatives;

“Developer” means the developer of the Catalytic Development with who the Grantee contracts to
deliver inter alia the CEC Growth Assets;

“Developer Coniribution” equals an annual maximum contribution to the Grantee of
£350,000 p.a. fixed and not indexed; and a further £150,000 p.a. fixed and not indexed
relating to the Energy Centre.

“Draft Approved Drawings” means the drawings set out at Scheduic 8;



“Surrounding area” means the entirety of Edinburgh postcodes EH1, EH2, EH7 and EI18
but excluding the Catalytic Development.



i TIPS




SCHEDULE §

Governance Arrangements

The “Executive Group” shall comprisc senior representatives from the Council, the Scottish
Futures Trust (SFT) and the Scottish Government and shall meet at least 6 monthly to
oversee the delivery of this grant agreement. The Developer shall not be entitled to speak or
vote at a meeting of the Executive Group but may be invited to attend as an observer.

The Grantee shall monitor progress made by the Developer on a regular basis and ensure
costs, risks and timescales are properly managed.

A key function of the Grantee will be to work in coliaboration with the Developer to ensure
delivery of the project. As part of its commitment to the scheme, the Grantee shall dedicate
specific management resources 1o the Project, the cost of which is reflected in the overall
scheme costs. The GAM Agrecment between the Developer and the Grantee shall also ensure
that the Developer successfully undertakes all agreed development works in accordance with
an agreed programme, including the timely appointment of consultants and contraclors alike.

As part of its commitment to the scheme and in order to assemble all the associated land
interests, the Grantee shall promote an agency Compulsory Procedure Order (CPO) under
Sections 188 - 191 of the Town and Country Planning (Scotland) Act 1997.




SCHEDULE 6

[Insert plans/drawings of new St James Centre]




SCHEDULE 7

[Insert redline plan of St James Centre]




SCHEDULE 8

[Draflt Approved Drawings]
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