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Information to complete this document

At this stage of the co-development process, we want to work together to choose the
priority sector(s) the Investment Zone (1Z) will support, the cluster you will focus on
developing, and how this could support 1Z objectives. You should also consider how you
might locate and use spatially specific interventions such as Tax sites and Non Domestic
Rate Retention (NDRR) sites in your proposed IZ.

You will be required to provide the detail requested at each question to proceed. Please
refer to the draft criteria you have been provided with as you complete these questions.

We have provided word counts throughout the document -in the interest of
proportionality you should not expand beyond these word counts. We expect you may
have developed much of the information required to answer these questions as part of
your wider economic strategies and encourage you to draw on that existing evidence base
wherever possible.

The criteria set out the expectations for the detail of your response at each question
including the information/evidence your response should contain. It also highlights potential
examples of the types of information you should include where this would benefit the
answer provided. To be clear, we do not expect you to provide information against all the
examples listed in the criteria. You should be guided by the nature and focus of your
proposal.

The responses to questions at this gateway should build upon the work you have done thus
far to assess the economic landscape of your region and align your proposal with existing
Regional Economic Strategies, as well as relevant strategic frameworks published by both
Governments such as the Scottish Government’s National Strategy for Economic
Transformation, and the UK Government’s Levelling Up White Paper. This will provide a
useful and known context within which proposals can be developed further.

Please note that information submitted at this point will be shared with other UKG and SG
departments (OGDs) as part of the co-development process to help UKG and SG appraise
proposals and consider how they could be strengthened. Advice from other UKG and SG
departments could result in UKG and SG requiring you to revise and/or update answers
during this process. We will consider proposals against:

e UKG and SG understanding of regional sectoral strengths, clusters, and specific
challenges/opportunities;

e Alignment with UKG and SG policy, strategies, and investment;

e Opportunities to go further and consider if the proposed options are credible ways
of addressing the stated issues;

e Opportunities to drive additional private sector investment and meet UKG’s Levelling
Up ambitions across the UK, and SG’s inward investment priorities.
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e How well the options embed Wellbeing Economy approaches such as Fair Work and
Community Wealth Building as means to contribute to reducing economic inequality
across the region.

We do not expect the answers here to be final, and REPs will have the opportunity to
update and iterate returns as they advance through the I1Z gateways.

The guidance from the criteria document has been included in each of the text boxes below,
please remove this when returning your first draft of this document.

We will advise Ministers as proposals develop, to allow them to consider the whole 1Z
programme as it develops and will provide feedback to REPs at regular intervals.

Questions

We have split the questions into thematic sections to help guide thinking and set them out
in a structured way, in line with the programme’s Theory of Change. However, please do
consider these questions in the round and how this Gateway will influence the development
of your proposal through future Gateways.

As we co-develop these proposals and proceed through future Gateways, we expect that
previous templates might need to be iterated to reflect on-going and evolving discussions.

As set out in correspondence to date, UKG and SG will reserve the right to not take forward
proposals if agreement cannot be reached and proposals will only be formally signed off in
full at the conclusion of the process.

Sector and Cluster

At this gateway REPs are expected to identify the priority sector(s) they intend to support
through their IZ; the nature and geography of the existing target cluster, and the key
challenges and opportunities 1Z tools could address.

These questions set out the evidence a place will need to provide if it wishes to pursue a
focus on more than one priority sector, to support a coherent economic cluster.
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SECTOR

Question 2.1: What priority sector will your 1Z support and why is it a strength?

Pleasetick one of the boxes below. If you are proposing more than one priority sector, subjectto evidence that these
sectors intersect as partof a coherent economic cluster, pleasetickall the relevant boxes.

1 Advanced Manufacturing
[ Creative Industries
Digitaland Tech

Green Industries

[ Life Sciences

Your answer should not be longer than 500 words.

North-East Scotland Investment Zone (NESIZ) Vision and Ambition 2035 Vision

North-East Scotland’s (NES) visionis for a regional economythat enables its people, communities, businesses and key
sectors to thrive. The IZwill be integral to the region’s economic diversification by embracing entrepreneurship and
innovation and leadingits transition to net zero. This will deliver a just, sustainable, and prosperous economy for residents
and business founded upon two interlinked priority sectors to transition froman oil and gas economy and transformand
leadindigital technology:

1. Acleareconomicgrowth storyin Green Energy, unlocked by NESIZ status and the regions natural and geological
characteristicstotransition theregions significantand unique legacy oil and gas supply chain, and skills-baseinto
a hotbed of Green Energy supply chaininnovation andinvestmentthat delivers both transitionary and new jobs
and growth.

2. Capitalising onthe regions industrial Digital Technology revolution and latent potential to unleash the deep,
applied Digital Technology expertisein creatingand scaling new high growth innovation-led international
businesses including EnergyTech, ClimateTech, HealthTech and AgriTech to deliver the high productivity, high
valuejobs that will underpinthe NES economy of the future.

Exposition of the Green Energy sector

With the majority of Scotland’s 79,000 Oil and Gas jobs based in NES?, the region risks significantjob losses of 26,500 and
gross valueadded (GVA) reduction of £10.4bn by 20502 due to forecastdeclining output. NESIZ will underpin NES’s
strategic realignment towards the green energy sector as both an environmental imperativeand to safeguard the region
and Scotland’s economic sustainability.

Scotland Oil and Gas forecast output, Mmboe/d 2020-2050
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1Source: EY—Just Transition Review of the Scottish Energy Sector (2022) [link]
2 Source: EY —Just Transition Review of the Scottish EnergySector (2022) [link]


https://www.gov.scot/publications/energy-system-transition-independent-analysis/pages/1/
https://www.gov.scot/publications/energy-system-transition-independent-analysis/pages/1/
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The 1Z will empower three core complementary energy sub-sectors: Offshore Wind (particularly floating), Hydrogen and
Alternative Fuels, and Carbon Capture and Storage, integrated across the valuechain fromproduction to end useas
illustrated in the diagram overleaf3:

Carbon Capture and Storage
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Floating Offshore Wind:

The region is poised to deliver a
significant proportion of Scotland’s

/ 2030 11GW offshore wind target

NES’s green energy sector employed 7,800 full-time equivalents (FTEs) in 20224, with employment in offshore wind, the
most established of the three sectors, increasingata compound annual growth rate (CAGR) of 20% between 2014 to 2022.

Employment in North East Scotland by Green Energy sub-sector, # of direct and indirect FTEs 2014-2022
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In 2022, the green energy sector in NES generated a turnover of £3.5bn° (33% of Scottish green energy turnover), marking
a substantial increase of over 60% from the £2.1bn recorded in 2021.

3 The wider green energy sector constitutes onshore and offshore wind, hydrogen, CCS, solar, hydropower, nuclear, wave and tidal, and
bioenergy. As stated above the three subsectors of NESIZ are Offshore Wind (Particularly floating), hydrogen and altemative fuels, CCUS.
4Source: ONS —Low carbon and renewable energy economy estimates (2024) [link]

5 Source: ONS —Low carbon and renewable energy economy estimates (2024) [link]; Values were apportioned for North East Scotland
based onits proportion of Scotland's energy production across onshore wind, offshore wind, hydrogen, carbon capture, utilisationand
storage (CCUS), solar, nuclear, and other renewable energies.


https://www.ons.gov.uk/economy/environmentalaccounts/datasets/lowcarbonandrenewableenergyeconomyfirstestimatesdataset
https://www.ons.gov.uk/economy/environmentalaccounts/datasets/lowcarbonandrenewableenergyeconomyfirstestimatesdataset
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Turnover in North East Scotland by Green Energy sub-sector, £b (2014-2022)
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Other Onshore wind Offshore wind [l Nuclear power

NESIZ will strengthen the SME basewithin the green energy supply chain providinggoods and services to Tier 1
contractors, who interface with the core renewable energy generators and operators. The region’s presence of
multinationalsthrough to SME’s (who generate the majority of innovation), many of whom with years of world leading
experience developing technical solutions across the Oil and Gas lifecyclethatare readily transferable to renewables,
provides the strength of demand and agglomeration effects needed to driveforward the design, construction and
operation of complex, sustainable energy projects:

Description Sample companies

bp
Entities that plan, fund, build, and

—y
) ©
manage renewable energy projects STATERA FLOTATION ENERGY

Operators &
Developers

Primary contractors directly interfacing II:
with project developers and operators subsesa 7 WOOd'

Companies offering goods and — ;
services provision to tier 1 suppliers 9' hydrasun

This supply chainis supported by a significantconcentration of specialistresearch and innovation institutions across the
target sub-sectors (detailed fullyin2.2and 2.11).

Exposition of The Digital Technology Sector

The Digital Tech sector is forecastto be grow by 31% (£1.8bn GVA) in Scotland by 2033, outpacingforecastScottish
average +14%°. The NE cluster is amongstthe fastestgrowing tech-related sectors inthe UK, with more than 300
companies who employ 4,400 people (1.6% of total NES jobs),and an annual turnover of £520m a year’, providing
software and Al solutions, includinga range of SaaS products across key growth industry sectors.

6 Source: Own elaborations on Skills Development Scotland - Sectoral Skills Assessment: Digital Technologies (October 2023) [link]
7 Source: Scottish Enterprise, Company Connecting & Analysis Logic for ONE Digital Tech - Digital Tech Sector Insights for NE Scotland (June

2023)
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The number of Digital Technology businesses in NES has almostdoubled since2019. The businesses inthe region are
primarily microand small enterprises (<50 employees) that serve a growing local, national,and international EnergyTech
market, as well as other key markets such as ClimateTech, HealthTech and AgriTech®. More than half of companies in the
NES boasta high or medium level of innovation, 69% have successfully scaled-up sincelaunch (with a third of those

ClimateTech

Other

This SME foundationis supported by specialistresearch andinnovationinstitutions with longstanding expertisein Al and
digital technologies (detailedin2.2 and 2.11) alongside the ONE Tech Hub — home to the region’s tech ecosystem.

NESIZ targets
identifying, inspiring
and enabling the
2,000 entrepreneurs
the Scottish
Technology
Ecosystem Review
indicates are needed
to deliver the next
10 NES-based large-
scale ups

The NESIZ will benefit from both the individual strengths of the Digital Tech and Green Energy sectors, and the overlap
between the two sectors to create a coherent economic cluster. HMG and SG recognise that the digitisation of the Green

8 Source: Scottish Enterprise, Company Connecting & Analysis Logic for ONE Digital Tech - Digital Tech Sector Insights for NE Scotland (June

2023)




FINAL

Energy sector is critical for ensuringthe interoperability of the energy system inScotland andthe UK as ittransitions to net
zero®. The National Al Strategy, Green Industries Growth Accelerator and the Scottish Al Strategy all reinforcedigital and
Al technologies as a key priority totransitiontoa climateneutral economy?9.

The NES region has a track record of successfully integrating both sectors; the Aberdeen City Region Deal funded the Net
Zero Technology Centre to develop technology and digitalisation projects in renewables!, and including the funding of the
two national centres (National Subsea Centre and National Decommissioning Centre). Furthermore, the ONE EnergyTech
program connects Digital Tech businesses with established green energy enterprises through a collaboration programme
to innovatein new digital solutionsand products. The One, Codebase and Barclays Eaglelab collaboration has driven
innovation in both Digital Technology and Energy with SMEs raising over £20m from VC funds, creating more than 250
jobs,andfostering international marketconnections and meeting global demand. This makes itimperative that the NESIZ
similarly continues to integrate and seize growth opportunities across both sectors.

Opportunity 1: Accelerating growth in target sectors
Green Energy

The UK continues to have firstleader advantage in floatingwind. There areprojects totallingup to 19GW within 100
nautical miles of the region, accounting for 75% of the Scottish floating wind projects and around 25% of the global
floating wind pipeline. 1Z status will bea catalystfor the supply chain to take advantage of commercial scale developments
to build technology solutions, concentrating supply chain expertiseand investment with associated export potential.Z
incentives will also playa coreroleinviability for the supply chain to deliver on the regional target to produce over 1GW of
low carbon hydrogen by 203012, underpinned by the Acorn CCUS Projectand its hydrogen developments atSt Fergus and
BP Aberdeen Hydrogen Hub.

Digital Technology in Green Energy

NES Energy & Utilities GVA is forecastto grow by 18% between 2024 and 203213 driving continued demand for the region’s
solutions including:

e Monitor and enhance energy systems, such as energy management systems, renewable energy monitoring,
carbon trackingand the automation of key energy processes.

e Datafor Al and predictive models such as predictive maintenancesystems, Al powered asset management
systems, Al enabled alarm monitoringand process control, remote emissions data collection and monitoring.

e Worldleadingrobotics and autonomous monitoring for a wide range of industrial applications across offshore
green energy, manufacturing, logistics,transportand healthcare.

e Improve energy performance and efficiency such as smartgrid solutions and optimisations, energy efficiency
software, energy modellingand simulation software and digital twins.

e Revolutionise productivity through blockchain-enabled energy platforms, energy tradingand market platforms,
demand response platforms, regulatory complianceand reporting solutions.

These services augmented with NISEZ will accelerategrowth inboth the Green Energy and Digital Tech cluster and support
the region’s goal to grow the number of active technology companies as a share of Scottish total from 7% to 15% by 2030
andan additional 10,000 jobs by 2032.

Digital Technology in Other Verticals

The EnergyTech cluster has been a testbed for enablingbusiness solutionsand NESIZ will providereplicablesoftware,
knowledge transfer and enable operations into high-growth adjacentverticals such as AgriTech, CleanTech, ClimateTech,
Cyber Security, FinTech, and HealthTech, where businesses are growing!* and confident of Digital Technology demand?>.

9Source: UK Parliament Post - Post Note n.655 [link]

10Source: Innovate UK - Opportunities (2024) [link]

11 Source: Aberdeen City Region Deal Quarterly Progress Update (February 2024) [link]

12 Source: NES Hydrogen Ambition Steering Committee - North East Scotland’s Hydrogen Ambition (2021)

13 Source: Own elaborations on Oxford Economics - UK Regional Forecasts: Detailed industry GVA (2023)

14 Source: Own elaborations on Nomis - UK Business Counts: enterprises by industry and employment size band (2023) [link]
15 Source: ScotlandlS - Scottish Technology Industry Survey 2024 (2024)
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https://researchbriefings.files.parliament.uk/documents/POST-PN-0655/POST-PN-0655.pdf
https://iuk.ktn-uk.org/opportunities/
https://aberdeenshire.moderngov.co.uk/documents/s16766/ACRD%20Quarterly%20Programme%20Report.v2.pdf
https://www.nomisweb.co.uk/datasets/idbrent
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NES Technology Capabilities NES Market sectors

_ e L

Blockchain

Robotics

' CleanTech AgriTech

Security Cyber security HealthTech

Core Internet-economy ecosystem capability

Green Energy and Digital Technology Export Potential

The global pipeline of offshorewind projects stands at1.23 TW®, with the UK's pipeline of 99.8 GW being second only to
China's. This presents a substantial export opportunity for the energy supply chain.Similarly, the Digital Tech sector
demonstrates significantexport potential, with national exports doublingsince2012. Within theregion, 71% of the Digital
Tech cluster provides products and services to international markets making up 44% of revenues from overseas American,
Middle East and Gulf State markets, primarily driven by Green Energy markets.

Opportunity 2: Building the skills for a Digital and Net Zero Future
Green Energy Skills Transition

More than 90% of NES’s current 0&G workforce has medium to high skills transferability to adjacentenergy sectors?, 1Z
status will securethe employment space, business and skillsinvestment needed to accommodate both existing workers
transitioning from Oil and Gas to renewables and new entrants needed to meet the Green Energy employment demand
for 20,100 FTEs by 2032 and 26,000 FTEs by 2050.

Green Energy employment forecast in North East Scotland by Green Energy sub-sector, # of direct and indirect FTEs
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16 Source: ETZ—-Offshore wind update (2023)
17 Source: RGU Aberdeen —Making the switch (2022) [link]


https://www.rgueti.com/wp-content/uploads/2022/05/Making-the-switch-images.pdf
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Demand for Digital Technology skills are growing exponentially with two-thirds of Scottish Technology businesses seeking
data and Al or Machine Learningskills, founded on growth of Digital Technologies including Al, Robotics and Cloud
softwarel®, To meet the NES target to double the size of the sector by 2030 and contribute £1bnto regional GDP, the
existingemployee base of 4.400 workers skilled in digital technology will need to double!®. Career pathways provided into
data and digital careers, covering the basic and key skillsin schools, college, and apprenticeships through to advanced
postgraduate trainingandresearchin Al, robotics and other advances digital technologies.training provision, part-time
shortcourses,onlineprograms,and micro-credentials areincreasinglyimportantas they complement the supply of talent
from traditional learning opportunities and are particularly relevantfor reskillingand career changes.80% of existing
Digital Technology roles in the region are classified as high-valuejobs20 evidencing the prosperity opportunity for the
region.

Opportunity 3: Leveraging innovation specialisms within the Supply Chain and Research institutions
Green Energy

Floating wind and hydrogen sectors will unlockinnovation and concentratespecialisms within thelegacy Oil and Gas
supply chain.The sector possesses between 60% and 80% of the capabilities required to develop the UK’s low carbon
energies?! with regional specialisms including offshoreand subsea design, operations and maintenance, and use of
dangerous gases.Regional research andinnovation assets include UoA’s Interdisciplinary Centre for Energy Transition,
National Decommissioning Centre, Robert Gordon University’s (RGU’s) Energy Transition Instituteand the National Subsea
Centre. The clustering effects of Green Energy businesses,research and physical capital operatingin close proximity will
provide dynamic, multiplicative effects for existingand new businesses, increasing the energy supply chain’s work outside
of oil and gas beyond 50% by 2030, alongside providing significantexport opportunities given solutions haveglobal
applicability 22,

Digital Technology

The region holds significantand unique Digital Technology innovation solutions such as predictive Al maintenance,
renewable energy monitoring and simulation IP with the potential for global applicability thatrequirescale-up, investment
and commercialisation support. Researchintensity from institutions such as the UoA Department of Computing Science
andthe Interdisciplinary Centre for Data and Al, and RGU’s School of Computing, along with the multi -sector application of
research from the National Subsea Centre, will fosterinnovation specialisms. Thesespecialismsareexpected to create
cyclical and reciprocated benefits between the researchinstitutions and the privatesector. This collaborationis
particularly valuable for solutions with export potential 23.

Question 2.2: Please describe the existing economic cluster your IZ will support and strengths of the wider eco-system?

Your answer should not be longer than 500 words.

The North East Scotland Investment Zone (NESIZ) will supporttwo significant economic clusters —Green Energy and Digital
Technology — which each benefit from established entrepreneurial and innovation ecosystems in the region. The existing
cluster and strengths of each are described below:

The Green Energy Cluster

The NES region has the potential to become an integrated energy basin ecosystem, interconnecting fixed and floating
wind, hydrogen and carbon capture to produce net-zero energy, with operations unlocked through Digital Technology.The
diagramillustrates this scaled green energy valuechainvision,as foundational elements are being established by
ScotWind, the Acorn Track 2 projectand INTOG, whileidentifyingtargets for the future NESIZ supply chain:

18 Source: ScotlandlS - Scottish Technology Industry Survey 2024 (2024)

19 Source: Scottish Enterprise, Company Connecting & Analysis Logic for ONE Digital Tech - Digital Tech Sector Insights for NE Scotland
(June 2023)

20 Source: Salaries in excess of 120% of Scottish average of £27,710 - Our focus on economic transformation (scottish-enterprise.com)
21 Source: Rystad Energy — UK O&G supply chain and opportunitiesin the energy transition (April 2024)

22 Source: Aberdeen and Grampian Chamber of Commerce (AGCC) survey (Oct 2023) in ETZ document

23 Source: ESPON - European Special EconomicZones (2020) [link]
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https://www.scottish-enterprise.com/media/wwlnfy3n/se-our-focus-on-economic-transformation-january-2024.pdf
https://www.espon.eu/sites/default/files/attachments/Policy%20Brief%20SEZ%20corr%2003-12.pdf
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As noted in 2.1, the strength of this valuechainin NES lies inits coverage of multinational presence, underpinned by tier 1
operators and a wider supply chain; Scottish Enterprise has identified 400 established companies coreto the green energy
supply chainin NES?4, characterised primarily by engineering (28%) and consultancy (25%) companies, followed by
manufacturing (17%), construction (11%) and digital and software companies (7%)?>, whilst not exhaustive this indicates
the broad range of NES companies and the energy sectors covered by them:

Green energy sector by company type, # of companies

113

13 11

Engineering Consultancy ManufacturingConstruction Digital and Offshore and Logistics and ~ Education

and and and and Software  Exploration Transportationand Training
Technical Professional Production  Fabrication — Solutions Services
Services Services

North-East Scotland’s Energy employment concentration

About 60,000 energy jobs arelocated in NES26, with around 85% employed inthe oil and gas industry; the remaining 15%
supply regional offshorewind, hydrogen, carbon transportation and storageactivities, and other sub-sectors?’. Economic

24 Source
25 Source
26 Source
27 Source

:North East Energy Supply Chain (2023)

: North East EnergySupply Chain (2023)

: EY —Just Transition Review of the Scottish EnergySector (2022) [link]
:RGU Aberdeen —Making the switch (2022) [link]
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https://www.gov.scot/publications/energy-system-transition-independent-analysis/pages/1/
https://www.rgueti.com/wp-content/uploads/2022/05/Making-the-switch-images.pdf
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valueassociated with offshore energy operations is evident: GVA per filled jobinthe North-Eastis 4.5% higher than the UK
average and 8.5% higher than Scotland. In 2019 GVA per filled jobin the region was £59,260 compared with a GVA per
filled job of £56,670 for the UK and £54,662 for Scotland?®.1n terms of educational attainment, the region’s qualification
statisticsunderlinethestrengths of its overall workforce:the North-East of Scotland ranks fourth highest inthe UK in
terms of educational achievement, with over half of the workforce educated to degree level®. Maintainingand increasing
the quality of future jobs in the region, enabled through NESIZ, will be critical to workforce retention.

Employment in the Energy Sector by Intermediate Zone (2021)
Energy Sector Clusters @Cluster 1; 3,000+ @Cluster 2: 7,000 - 2,999 @ Cluster 3; 100 - 9,., © Cluster 4 5- 99  Cluster 5:1
Total Employment: 29,900

i

Digital Technology employment concentration

Employment is concentrated around the city of Aberdeen and the South of the city?® and employs prevalently high-value
individuals3° (80% of the cluster’s workforce)3!. Productivity of the workforce is in linewith Scottish averages at £37 GVA
per hour32 and high wage jobs areevidenced with a median salaryin NES for Technology occupations of £40,100 up by
12% with respect to 2020 figures33. The workforce is also highly qualified: the Scottish Digital Tech sector has an estimated
75% of workers that are qualified as SCQF Level 7 or above, againsta Scottish average of 53%34.

28 Source: ONS—Nominal (smoothed) GVA perfilledjob (£) (2021)

29 Source: Scottish Enterprise, Company Connecting & Analysis Logic for ONE Digital Tech - Digital Tech Sector Insights for NE Scotland
(June 2023)

30 High value jobs are definedas jobs whose salaries are paid higher than 20% of the Scottish average salary (of £27.7 k —link). To estimate
how many highvalue jobs existin the cluster it was assumed that: for companies employing less than 20 people, 100% of the workforce
are employed inhighvalue jobs, and for companies employing more than 20 people, 60% of the workforce is employed in highva lue jobs.
31 Source: Scottish Enterprise, Company Connecting & Analysis Logic for ONE Digital Tech - Digital Tech Sector Insights for NE Scotland
(June 2023)

32 Source: Own elaborations on ONS - Subregional productivity: labour productivity indices by UK ITL2 and ITL3 subregions (2023) [link]

33 Source: ScotlandlS - Scottish Technology Industry Survey 2024 (2024)

34 Source: Skills Development Scotland - Sectoral Skills Assessment: Digital Technologies (October2023) [link]
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https://digitalpublications.parliament.scot/ResearchBriefings/Report/2023/2/27/e0888682-8f9a-46f0-9448-5a588c583f58#:~:text=This%20is%20discussed%20in%20more,for%20all%20employees%20in%202022%3F&text=When%20looking%20at%20pay%20for,higher%20than%20the%20UK%20figure.
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/labourproductivity/datasets/subregionalproductivitylabourproductivitygvaperhourworkedandgvaperfilledjobindicesbyuknuts2andnuts3subregions
https://www.skillsdevelopmentscotland.co.uk/media/ydodpvmc/sectoral-skills-assessment-digital-technologies.pdf
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Employment in the Digital Sector by Intermediate Zone (2021)

Digital Sector Clusters @ Cluster 1; 500+ @Cluster 2;: 150 - 499 @ Cluster 3: 50 - 149 © Cluster 4;: 5 - 49  Cluster 5: 0
g

Nonetheless, Scottish employers throughout the Digital Technology arereporting numerous skill shortages: 23% of these
businesses reporta lack of basic data skills and 37%a lack of advanced digital skillsamong existing workforces 35. This
problem is further exacerbated when compounded with limited access to talent: Digital Tech businesses in NES have
reported they struggle to attract and retain talent; graduates move to the central belt, or further afield, to larger
companies that offer more competitive salaries, likethe O&G sector)3®.

Green Energy and Digital Technology Knowledge Anchors

35 Source: ScotlandlS - Tech Experts asked to partner with schools to help shape education (2023) [link]
36 Source: Optimat - ONE Digital Tech: Developing an Actionable Strategic Roadmap for the North East of Scotland (2023)
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NES has along academic heritagein Energy and Digital Technology research and development (with researchin Al
stretchingback nearly 60 years), complemented by more recent development andinnovation initiatives thatunderpin
sector momentum, exemplified by:

The University of Aberdeen submitted over 200 academic FTEs to REF 2021 in units of assessmentaligned with
Green Energy and Digital Technology (with 84% of activity acrossthose units ranked internationally excellentor
world-leading); postREF investment in Computer Science has grown academic capacity by another 20 FTEs. Key
assets supporting the Green Energy sectorincludethe Interdisciplinary Centre for Energy Transition,the National
Decommissioning Centre, the Centre for Applied Dynamics Research, and the Fluid Mechanics Research Group
(which plays a key role inadvancingrenewable energy technologies). The University also contributes significantly
toward research andinnovationintensity in Digital Technologies through its Interdisciplinary Centre for Data and
Al that has attracted funding from UKRI, the EU and Industryandis a member of the UK’s Turing Network.

RGU has aninternational reputation forits industry-focussed inter-disciplinary research, thought-leadership,
enterprise, and teaching with particular strengths in energy and digital, evidenced by national awards and listings.
Key relevant assets includethe National Subsea Centre, RGU Energy Transition Institute, Hy-One and digital
visualisation and simulation suites. Energy and digital/data strengths include Integrated Energy Technologies and
Net Zero Operations; Composite Materials; Economics and Workforce Dynamics; Al and Reasoning;
Computational Intelligence; Interactive Machine Vision;and Cyber Security. The majority of these areas areinter-
disciplinaryintheir approach, particularly involving digital tech and energy. The Universityis particularly
recognised for its entrepreneurial approach whichis also embedded withinits research and teaching
programmes. For REF 2021 submission, 64% of activity across the computing science unitof assessmentwas
internationally excellentand world leading and 58% for the engineering unit of assessment.

The James Hutton Instituteis a RESAS-funded interdisciplinary scientific research institute workingin fields
includingfood and energy security, biodiversity,and climate change; the Institutewas instrumental in craftingthe
"2020 Route map for Renewable Energy in Scotland".

ONE Tech Hub in Aberdeen serves as the focal pointfor the NES digital tech ecosystem, offering flexiblespaceto
grow and foster collaboration amongbusinesses and thewider digital community.Since reopening in February
2022, its occupancy rates have more than doubled, going from 33% to 83%, housingincubators of national
importance like CodeBase, Barclays Eagle Laband Techscaler,as well as research and innovation partners like
Datalaband 5G Connect Hub.
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e Offshore Renewable Energy (ORE) Catapultis the UK’s leading innovation centre for offshore renewable energy
and operates the national Floating Wind Innovation Centre (FLOWIC), a recent partnership with ETZ Ltd focussed
on development of commerciallyviabletechnologies applicableto floating offshore wind. It provides technical
expertise and market pathway support alongsidelargescaleplanttestcapabilities toscalesupply chain growth.

e The Net Zero Technology Centre focuses on reducingcarbon emissions through innovativeresearchand
technology, driving forward the agenda for a cleaner energy future, and the centre offers the TechX Clean Energy
Accelerator, an ambitious programme for startups willingto acceleratethe path to net zero.

e The innovation baseof Aberdeen City is consistently ranked the best in Scotland for patent applications per capita
and has been inthe top 10 inthe UK since2015.

e NESCol, one of the largest providers of vocational education and trainingin Scotland, supports the digital and
energy transition through dedicated skills courses.Itis anactivemember of the Energy Skills Partnership and the
National Energy Skills Accelerator (NESA). NESA is a collaboration between the University of Aberdeen (UoA),
RGU, NESCol, Skills Development Scotland (SDS), and ETZ Ltd, which has secured £1 million fromthe Scottish
Government's Just Transition Fund to enhance green energy skills development. This partnershipaims to
acceleratethe trainingand skills needed for Scotland’s energy transition, ensuring the workforce is well -equipped
for the future demands of the energy sector.

Both the Green Energy and Digital Technology clusters arefurther enabled by financial services, physical assets such as the
key three east coastports,and Data Centres, that aredetailed within 2.3, 2.4 and 2.8. Both clusters align closely with SG
and HMG Government Policy detailedin question 2.9.

Question 2.3: What are the constraints or unrealised opportunities that if addressed could boost the cluster’s growth
potential?

Your answer should not be longer than 500 words.

The NESIZ will deploy the financial, collaboration and investment |levers of the IZpolicy to unlockidentified human,
physical,intangibleand financial capital constraints thatexistacross theregion. These are considered below:

Key
Constraint for Green Energy cluster

LI/' Constraint for Digital Technology cluster

Human capital constraints and opportunities

Existing Oil and Gas skill base: One in five workers across theregion is employed in the offshore oil and gas
sector3’. With 80% of skillsin this sector transferableinto renewable energy roles, this provides a generational
opportunity to create the 14,000 workers needed to be reskilled by 2030 for renewable energy sectors32.

‘\P Entrepreneurial activity: |Zinterventions areripe for driving up entrepreneurial confidence and enhancing spin-
out volumes. NES lags Scotland on entrepreneurial activity:only 6.1% of adults areengaged inearly-stage
enterprise (Scotland 8.8%) and only 30.6% of the non-entrepreneurial population feels equipped to starta
business (Scotland 41%)3?;

37 Source: RGU Energy Transition Institute —Powering up the Workforce, 2023 [link]
38 Source: RGU Energy Transition Institute —Powering up the Workforce, 2023 [link]
39 Source: Global Entrepreneurship Monitor - Scotland Report 2022/2023 (2023) [link]
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\I; @ STEM education volumes and career pathways: Both target clusters offer STEM education routes that have faced
slower growing full-time student numbers and employees than Scottish averages*%4, To meet the NES targets,
both the digital tech and green energy sectors need to double their employment by 2030. Additionally, per 2.1
talent retention is a criticalissue for NES business further underscoringthe significanceof addressing STEM
education volumes and career pathways:

+19% +16%
2014 2011
m 2018 = 2017
+2% +12%
o0 | o1s
North Eastern Scotland Scotland

North Eastern Scotland Scotland

N. Students in STEM education (thousands) N. Employees in STEM professions (thousands)

KP Technology Demand: With 2,689 Digital Tech jobs vacantacross 2022, Aberdeen had the third highest shortage
of tech talent in Scotland®?, with businesses demanding a range of skillsets such as SQL(83%), JavaScript (78%),
Python (67%) and Java skills (56%) through to broader software and web development (29%)*3.

Physical capital constraints and opportunities

@Supply of Industrial Land and Supply Chain Facilities: Land assemblyissues atboth the Energy Transition Zone
and Peterhead could be unlocked by NESIZ status which would enhance the development attractiveness of sites,
alongsidetargeting higher quality developments to fill underutilised and empty sites. There is a significant

investment pipeline of companies wishingto establish a footprintin NES, but the existingland and property offer
does not meet the level of demand.

@Infrastructure services are inhibiting developable commercial plots: Investment to enhance partial services of

water, gas, telecoms and electrical infrastructure would bring prospectivesites into use and more attractive for
commercial development.

@Access totest and demonstration facilities: Innovators requireboth the spaceto develop pre-commercial
technologies and access to specific environments to test them, whether through structured access to commercial
operations or dedicated demonstrator facilities or sandboxes. Dedicated test facilities in theregion including the

40 Own elaborations on UK Government (Department for Business, Energy & Industrial Strategy) - Total number of STEM students [link]
41 0wn elaborations on ONS - Employment in STEM occupations and industries, Scotland, 2011 and 2017 (2019) [link]
42 Source: Tech Nation - People andskills report 2022 (2022) [link]

43 Source: ScotlandlS - Scottish Technology Industry Survey 2024 (2024)
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European Offshore Wind Deployment Centre, National Hyperbaric Centre, National Subsea Centre, National
Decommissioning Centre, and FLOWIC will be better leveraged with growing supply chaininclose proximity.

Resilient physical data fabric and (high performance) computing infrastructure is essential for deploying Al and
digital technologies atscaleand supporting the regional ecosystem's needs. The NESIZ will further strengthen
existing HPC and GPU capabilities atthe Universities and ensureaccelerated deployment of Al and digital
technologies, facilitate cuttingedge R&D and catalyseinnovation inthetech cluster.

KI} @Innovation and commercialisation infrastructure: limited access to dedicated and supported innovationand
commercialisation spaces embedded within academic centres of excellence to acceleratethe rate and scaleof
spin-outs, start-ups and industry-academic partnerships.

Intangible capital constraints and opportunities

kI) @Commercialisation of IP: Applied research conducted in universities could be converted into commercialised
businesses opportunities. As of 2023, the University of Aberdeen had a total of 19 spinouts thatwere still active
three years after creation, whileRGU had four (compared to UK average of 7). At the same time, researchincome
from industry contracts per academic FTE was £10.5k (UoA) and £0.9k (RGU)44.

@Cohesive approach to scaling in some markets: Given the nascency of some technologies and markets, suchas
floating offshore wind and the hydrogen economy, there is significantuncertaintyinthe activities across the
valuechain, theirlocation and the regulatory framework that canleadto stasisor misaligned decisions. NESIZ
engendered collaboration, and the application of tools and techniques including Al, geospatial modelling,
research and multicriteria decision analysis can support development of the supply chainto capitalise on major
investments in offshorewind, hydrogen and CCUS projects, rather than losingthese opportunities overs eas.

Financial capital constraints and opportunities

\I} @Foreign direct and venture capital investment: Since 2019, Aberdeen has onlysecured approximately £169min
VC investment (6% of the total investments made in Scotland); this is equivalentto £10.5 per £1,000 GVA, about
half of the Scottish average of £18.84>. Focussingon the impactfor the digital cluster usingICTas a proxy for
investment, NES secured a 2.3 increaseacrossthefive years from 2015 to 2020, versus Scotland as a whole
securing 6.0 multiplier.

Information and Communication net FDI international investment position (£

million) by region and year

11970

9771

1984

- ]

1631 1628 1582
570 417
121 249 195 276
- — ] — - —
2015 2016 2017 2018 2019 2020

w Scotland  w North Eastern Scotland

@ Funding uncertainty: The NESIZ will shift positively project certainty and viability to unlock privateinvestment
and reduce project risks, to mitigate againstrapid government policy shifts and inconsistent investment strategies

44 Source: HESA HE-BCIS data [link]
45 Source: Own elaborations on Dealroom.co database (2024) [link]
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thatcanact as barriers to growth in Green Energy*®, and in Digital Technology on costs of research and
developing minimum viable products.

v\I} Access to funding for RD&I and investment pull: There is anacute issuewith early-stage funding within the
Digital Technology company base, evidenced by Innovate UK and Research Council’s fundinginthe area
amounting to £14m (3% of Scotland’s total fundingand 0.3% of the UK’s); this equates to aninvestment of £28
per person (three times below Scotland wide averages)*’.

'? Private sector resilience: The number of private businesses within the North Easthas declined, reachingits
lowest level since2010at 22,170in 2022, and the business start-up ratein the North East, typically higherthanin
Scotland, has remained lower than the national averagesincethe onset of the COVID-19 pandemic (18.2 business
start-ups per 10,000 working-age adults in the North East, compared to 20.2 in Scotland).

Geography

The questions below ask you to identify the proposed spatial focus of your IZ intervention
and set out how this will support agglomeration, Levelling Up, and NSET. It also asks for
information on potential tax and business rate retention sites to understand how they align
with the existing and proposed spatial focus.

You should consider how the package of interventions you are beginning to design will come
together across a coherent geography to be more than the sum of their parts. This might
mean targeting specific support to increase R&D and mechanisms to encourage spinouts
around the existing cluster of companies or core research assets, and then using
interventions around local infrastructure and skills to ensure local communities in the
surrounding area can benefit. You should think carefully about how this expresses itself
geographically.

As you determine the spatial focus you should consider how any proposed sites, be they tax,
NDR, or proposed sites for planning and bringing forward development, link to that
economic geography. For example, where you are proposing tax levers you could set out

how they are supporting agglomeration by encouraging businesses to cluster together
around research institutions assets.

| Geography

Question 2.4: What is the proposed spatial focus of your 1Z?

Your answer should not be longer than 500 words.

I1Z Boundary

The economic catchment of NESIZ covers a strategic, coherent and purposefully broad boundary acrossthe North-East of
Scotland, with the followingrationale:

1. Maximises theinclusion of local growth and diversification areasand the regeneration priority areas,including
SIMD data zones of deprivationandlow pay, identified by National Planning Framework 4. The North-East of
Scotland Regional Economic Strategy and the respective Council Local Development Plans, ensuringregeneration
objectives align with regional and national strategy.

46 Rt Hon Chris Skidmore MP —Mission Zero (2023) [link]
47 Source: Own elaborations on UKRI - Geographical Distribution of UKRI Spend in 2019-20and 2020-21 (2022) [link]
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2. Unites all innovation assets across the North-East of Scotland and promotes maximisation of the supply chain
opportunities that will emerge from the Acorn projectin St. Fergus and the ScotWind and INTOG offshore wind
opportunities.

3. Alltaxsites interlink with Aberdeen and Peterhead Travel-to-Work Areas and areas withina commutable distance
of Aberdeen and Peterhead.

Both Tax Site boundaries represent underdeveloped, underutilised, and well-connected land parcels thatwill facilitate the
development of large-scaleonshoreinfrastructure, servicing substantial offshore wind and hydrogen activity —the
MACDUFF

rationaleis capturedin2.5.
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Connectivity within the IZ boundary and Tax Site Interlinkages

The IZ boasts unparalleled multi-modal connectivity strengths across land, sea and air, further enhanced by excellent
broadband and 5G connectivity.

Transport Connectivity:

The 1Z demonstrates criticalreliableroad connectivity thatwill ensurethe supply chainbase caninteractand underlying
goods and components can flow efficiently within the IZ and for wide export:

e A90 Trunk Road— Connects the proposed Tax Sites, Aberdeen international Airport, Aberdeen South Harbour,
Peterhead, St. Fergus, Fraserburgh and the full Energetica energy corridor.

e Planned upgrades to the Hareness Road and CoastRoad deploying £25m of City Region Funding to reduce
journey times, improve access for wide loads and intermodal connectivity between the Energy Transition Zone
and the rail freight network.

e Linkages between the Energy Transition Zone and the NETSRANS Aberdeen Rapid Transportambitions,which
would connect the Altens and EastTullos sitewith the city, alongsidethe regional ambitions for activetravel.
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Sea Connectivity

e Port of Aberdeen: The £420m investment in the South Harbour expansion provides the international gateway for
Scotland’s Energy Transition Zone, creating direct-to-market export opportunities for high-value manufacturing
across green energy sectors, providinga focus for supporting principal offshore wind developments off the North-
East coast,deep port and subsea capabilities and hydrogen production.

e Peterhead Port: Providinga strategic shore-basefor multiple offshore wind developments thatcanalsosupport
the acquisition and storage of goods for infrastructure projects such as theglobally significant Acorn Carbon
Capture & Storage plant. The Port also has the potential to supportthe export of green hydrogen derivatives and
providelocal offtake/usefor vessels andlocal businesses and stakeholders.

e  Fraserburgh Harbour: With key infrastructuresuch as a shiplift, dry dock, high value marine services including
engineering, fabrication and specialist marine electronics Fraserburgh offers the opportunity for high quality
vessel repair and maintenance, is experienced in operations and maintenance provision for offshore renewables
inthe Moray Firth,alongsidefreightand berthing that integrates into the wider eastcoasttrade offer.

Air Connectivity
e Aberdeen Airport: ABZ provides worldwideaccess for passengers and freight through a varied schedule of
domestic and international flights andisa critical linkin high value, high-tech supply chains thatrely on the timely
shipment of goods. The airport hosts leading global logistics providers and provides an offshore heliportalongside
a prospective testing zone for drones use cases such as remote and automated emissions data collectionand
offshore wind monitoring.

How will the 1Z promote agglomeration affects?

1Z status will closethe viability gap for attracting the rightsupply chaininto the target sites and promote a concentration
of knowledge sharing,innovation and collaboration within the NESIZ alongsidethe business spaceand facilities to amplify
and accelerates initiatives such as:

e Campus approach to securing green energy investment at Energy Transition Zone: Within the Tax Site boundary
Innovation, Skills, Wind, Hydrogen and Marine Gateway hubs connect within tight spatial distances of major
research andinnovation hubs inthe city.

e World leading research institutions in UoA and RGU: Both with dedicated centres of excellence inrelation to
Green Energy and Digital Technology that driveresearch and innovationintensity inthe region and nationally,
providing knowledge exchange and IP licensing opportunities for currentbusinesses, creation of new spin-outand
start-ups by academic staff and students, degree programmes, short courses and upskilling opportunities.

o  ONE Tech Hub: Is the home to north eastScotland's digital tech ecosystem and an ambitious cluster of tech start-
ups and scalingbusinesses; providing a placewhere a fast-growing community of entrepreneurs and founders,
innovativebusinesses and supportorganisations meet, share, learn, work and grow together within Aberdeen city
centre, alongsidea tech enabled learning spacefor schools, techindustry led Foundation Apprenticeships, and
STEM and digital programmes equipping people with the required digital tech skills.

e Energy Incubator and Scale-up Hub: ETZ Ltd in partnership with the Net Zero Technology Centre, National
Manufacturing Institute Scotland, BP and Scottish Enterprise arespearheadinga £9m 3000m? facility to support
supply chain expansion and deliver a cutting-edge innovation ecosystem within the Energy Transition Zone. 1Z
interventions will underpin the EISH to provide a focal pointof support for start ups and scaling companies in high
valuemanufacturing to form a critical hub for cluster networks and industrial expansion.

e  ORE-Catapult Floating Wind Innovation Centre: In partnership with ETZ Ltd sits atthe centre of the Wind
Campus of the Energy Transition Zone and supports technology development, test, validation,and collaboration
on floatingwind. ORE’s roleas aleadinnovation partner for the 1Z will draw collective benefitalongside providing
concept testing facilities to businesses when the site is fully developed following|Z status.

e W-Zero 1 Facilities: A casestudy inthese effects: Investment invacantproperty has unlocked 100% occupancy
within 6 months of fully opening with three anchor tenants includingcreation of Floating Wind Innovation Centre
(FLOWIC) and five co-working tenants.

How will the IZ deliver Levelling Up?

The 1Z will grow the private sector boosting productivity, pay, jobs and living standards against the post oil
counterfactual

The 1Z will facilitate both entry-level and high skilled job growth across the Investment Zone attracting new component
manufacturers, Digital Tech, and maintenance and operations companies to North-East Scotland and encouraging
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expansionaryinvestmentin skillsfromlocal and national firms. The Tax Sites provide a nucleus for job growth; the ETZ site
is neighboured by areas of high deprivation such as Torry East (with anincome deprivation rate of 22%), Torry West (16%)
and Kincorth, Leggart and Nigg North (13%) —the conversion of undeveloped or poorly utilised land into effective
employment spacewill generate job creation, alongside growth of the Digital Energy sectorinthe city centre, whichis also
near the SIMD zones. The TaxSite in Peterhead is underdeveloped and alsointerlinks and targets employment from some
of the top 10% most deprived areas in Scotland; Peterhead Harbour and Ugieside for example are both SIMD zones where
income deprivation exceeds 20%, and employment deprivation exceeds 15%, and both have nearby Town Centre focussed
Levelling Up Funded projects. The Aberdeenshire wide boundary facilitates targeted interventions beyond the TaxSite,
utilising UoA, RGU and NESCol regional footprints to drivelevelling up objectives and spans research and innovation as
well as education pathways to promote green energy and digital workforce participation andinclusionto2030and
beyond.

The IZ public investment will be a multiplier force for private investment

Scotland’s spend on Research and Development is growingslower than other UK country and regions (4.9% versus 7% UK
wide between 2020and 2021)andis also comprised of a smaller volume of business research and development
investment (1.85% versus 2.01% UK)*8. Per question 2.8, the prospect of the 1Z is encouraging business to accelerate R&D
investment to leverage the fiscal incentives, increased directinvolvement and collaboration of the researchinstitutions
and clustering effects of companies insimilarindustries workingin closespatial networks.

The IZ will intervene on skills outcomes in the region

The IZ will develop interventions for Gateway 4 that target skills shortages in Green Energy and Digital Technology clusters
anddrive-up tertiary skillsinthe population.On Green Energy these couldinclude Aberdeen’s Energy Transition Skills
Hub*®, to be located withinthe Energy Transition Zoneand the National Energy Skills Accelerator (a partnership between
the three local academicinstitutions), which through the Just Transition Fund provided over 650 fully funded training
places across NESIZto meet the Future Energy Skills needed in 203039, Digital skills development andinclusion will be
powered by NESIZ buildingonthe success of existing partnerships such asthe Aberdeen Computing Collaborative between
(Aberdeen City Council, UoA, RGU, NESCol and ONE), alongside programmes such as the ONE Digital Acceleratorin
conjunction with CodeBase.

Supporting the development of digital technology skillsis animportantwayto address inequality, as theseroles are
expected to increasein number and often offer higher-than-average salaries. Additionally, encouraging collaborative
efforts to rapidly retraintheexisting workforce, who areatrisk of displacementdue to technological advancements, plays
acrucial roleinassistingemployers and promoting equality.

Please only complete 2.5 if you intend to propose tax sites. If you do not wish to propose tax sites,
please simplyincludeN/Ainboldinthatbox. If you propose tax sites, you will be responsible for
attractinginvestmenttothe sites and should work with landowners to ensure thatinvestment on
the site is appropriate and can demonstrably support growth of the clusterand the wider objectives
of the IZ. You should be able to demonstrate an ability to ensure this, e.g., plans for MoUs with
relevantlandowners.

| Early indications of tax interventions

Question 2.5: How many tax sites are you proposing, and where are you planning to locate those tax sites?

Map and up to 500 words

Tax Site 1: Aberdeen— Energy Transition Zone

48 GERD Statistics Scotland 2021
49 ETZ | Aberdeen’s New Energy Transition Skills Hub Set to Open in 2024... (etzltd.com)
50 NESA | Just Transition Fund — Future Energy Skills 2023-2030 (the-nesa.org)
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Response

Total hectares

198 hectares

Postcodes that will be
included across tax sites

AB11 8TT, AB11 8TU, AB12 3AX, AB12 3AY, AB12 3BG, AB12 3BH, AB12 3BJ, AB12 3BQ, AB12
3BS, AB12 3BT, AB12 3GX, AB12 3GZ, AB12 3HB, AB12 3HT, AB12 3JX, AB12 3JZ, AB12 3LB,
AB12 3LE, AB12 3LF, AB12 31G, AB12 3LH, AB12 3LT, AB12 3LU, AB12 3LW, AB12 3LY, AB12
3PG, AB12 3QL, AB12 3QY, AB12 35N.

Assessment against
underdevelopment
criteria

The tax siteis comprised of:
e 26 hectares undeveloped greenfield land at the North of the siteand well
connected into the Port and Harbour.

e 47 hectares of undeveloped brownfield land.
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e 125 hectares of underutilised land, comprised of either vacantbuildings, buildings
with leaseevents requiring refurbishment, or buildings suitablefor redevelopment,
inall cases allowing new or expanding businesses to construct, renovate, purchase
or lease.

All tax sitelandis suitablefor development or offer the opportunity for renovation and/or
siteassembly to attract new investment through either purchaseorleaseresultingin
redevelopment of assets atthe end of economic life for growth andjob creation.

A significantexercise has been undertaken to excludeall buildings thatdo not meet the
undeveloped criteria,and those who do not have lease events inthe next five years.

Landowners

Primarylandowners are Aberdeen City Council,Shell, Port of Aberdeen and Forbes Homes
Ltd who have all provided letters of support, alongside letters of supportfrom real estate
developers confirmingthe importance of fiscal incentives to supportfinancial viability of

future development andinvestment. ETZ Ltd was established to supportthe transition of
this siteand effectively manage, with its partners, the landowners on the site.

Planning status of the
site

e National Planning Framework 4 designates Aberdeen South Harbour as a National
Development, includingregeneratingexistingindustrialland andreorganisingland use
around harbourinlinewith LDP. Planning Permissionin Principleapplicationis pending.

e Aberdeen LDP 2023: Allocates land for Energy Transition Zone. There is a presumption
in favour of development requiredto supportrenewable energy related industries.

e The ETZ Masterplan has been adopted as Aberdeen Planning Guidancelanuary2024.

e PlanningPermissionin Principle submitted.

All national andlocal planning policy and guidance supports the regeneration of the existing

brownfield industrial estates.

Agreement from
landowners

]

Aberdeen Tax Site - Letters of Support.pdf

Why tax site is needed to
support proposal

Land and Site Quality

High vacancyis a common trend across the tax site, around 100,000 metres squaredis
currently vacant (30% of Aberdeen’s Industrial Supply). Recently relinquished spaceis either
being demolished or occupied by charities to mitigate againstvacantbusinessrates.
Rateable values fell by around 20%in 2023, and 93% of properties requirerefurbishment
andlittledevelopment has taken placeinrecent years. Without intervention these trends
will continue, however properties that have had investment to refurbish or repurpose have
hadsuccess inattractingoccupiers and investment.

Viability

The coordinated existing Investment plans underpinned by ETZ Ltd include £53m of
confirmed funding from UK and Scottish Governments to deliver infrastructure
improvements and innovation projects. Thereis significantinfrastructure development of
regional and national significancein the tax site, including £420m Port of Aberdeen South
Harbour and Aberdeen Harbour Link Road (funded by Aberdeen City Region Deal)and will
open in2027.

Unlocking Economic Opportunity

The site has significanteconomic potential to be regenerated intoan exemplar low-carbon
innovation, supply-chain,and advanced manufacturing hub builton existing established
cluster of energy companies such as Shell, Wood, and the Aberdeen Hydrogen Hub, a joint
venture between bp and Aberdeen City Council. Letters of supporthave been provided from
potential new investors demonstrating the opportunity. The Energy Transition Zone also
holds some of the innovation assets thatwill leveragethe deep Port and subsea assets
withinthe boundary. ETZ Ltd are delivering significantinterventions in development and
innovation such as the Floating Wind Innovation Centre, Energy Incubator, Scale Up Hub
and Energy Transition Skills Hub, which will enablethe region to continue to supportGreen
Energy growth and high-valuejobs.

Summary
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The Tax Siteis ideally timed to build on the green energy cluster and landmark investments,
NESIZ status would unlockimmediate investment given the strong planning context and
buildings ripe for refurbishment. The proposed tax site compliments wider Investment Zone
proposals and proposed Aberdeenshire tax sites, in terms of delivery timeframe and target
sectors. The existing brownfield properties have animperative roleto play.

Tax Site 2: Peterhead
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Total hectares 199 hectares

Postcodes that will be AB42 3AE, AB42 3AF, AB42 3AJ, AB42 3AL, AB42 3BD, AB42 3BH, AB42 3BJ, AB42 3BZ, AB42
included across tax sites 3GL, AB42 3GT, AB42 3JH, AB42 3JP, AB42 3JQ
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Assessment against An undeveloped site with no known constraints preventing development and expansion
underdevelopment this siteoffers marineaccess via the Peterhead Port, closely connected to large
criteria employment zones across Peterhead and connection to Aberdeen and St. Fergus via the

A90 trunk road.

All occupied premises and any sites with significantincumbent employment have been
removed from the proposed taxsite, leavingonly empty land and/or serviced but vacant
and undeveloped sites.

Landowners There are a significantnumber of landowners within the Peterhead Tax site. The key
landowners include Scottish Enterprise, Score and SSE. NESIZ have received letters of
supportfrom landowners with a significantshare of land within the tax site. The
governance committee will monitor progress and continueto engage smaller landowners
within the tax siteas the Investment Zone develops.

Planning status of the site | ¢ National Planning Framework 4: Identified as anIndustrial Green Transition Zone

o Allocated withinthe Aberdeenshire Local Development Plan 2023.Appendix 7B:
Settlement Statements Buchan

e There isapresumption infavour of development requiredto supportrenewable
energy related industries.

e R2 Reserved for development related to major energy development (NPF3)

e CC1 Commercial Centre

e OP4 Employment Land

e OP5 Employment Land

e  BUS4 Safeguarded for Business Uses

e  SR1 Strategic Reserved Land

Agreement from 4
landowners ?
Peterhead Letters of Support.zip

Why tax site is needed to Land status
support proposal The site is undeveloped, with no known constraints preventing development and
expansion.There are no planning permission or masterplans in placefor this tax site.

Viability

Aberdeenshire Council arecurrently dealingwith a number of pre-planningenquiries
related to green energy, offshore wind supply chainand hydrogen production. Fiscal
incentives,such as taxreliefs may unlock these enquiries and encourage projects from
feasibility stageinto development here rather than elsewhere in UK/Europe.

Unlocking Economic Opportunity

Despite the obvious opportunities and resources in this area, the privatesector canlack
confidence as a result of historic socio-economic issues and market failure. The
geographical constraints of a taxsitein Peterhead, alongwith natural synergies between
industries, easyaccess to Peterhead Harbour, a critical mass of wind energy and network
upgrades would help facilitatea cluster of skilled workforce, partnerships, innovation, and
researchto address common challenges facingtheindustry. This links to preliminary work
for reopening strategic rail connectivity between Fraserburgh and Peterhead.

Summary

Within NPF4 Peterhead’s roleas anindustrial greentransition zone has been identified as a
key strategic vehicle forindustrial decarbonisation, energy generation, and the
transportation and storage of captured carbon given its port access, natural access to key
storage sites and connectivity to St. Fergus and Aberdeen.

Please only complete 2.6 if you intend to propose NDR sites. If you do not wish to propose NDR
sites, please simplyincludeN/Ainboldinthatbox. If you propose NDRsites, you should work with
the relevant billing authorities to ensure that any growth in business rates relative to the agreed
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baselineis usedto support the growth of theirsectoral cluster, that thisis guided by a clear strategy
for reinvestment, and that decisions about the use of retained business rates are takenin an
appropriate, transparent way that enables you to remain responsibleto UKG and SG for the overall
IZ programme.

Early indication of Non-domestic Rates Retention (NDRR) sites

Question 2.6: How many NDRR sites are you proposing, if any, and where are you planning to locate those sites?

Your answer should not be longer than 500 words.

The NDRR sites are consistentwith the tax sites proposed in Question 2.5. Per guidancefrom DLUHC, refer to Question 2.5
for further detail.

Planning

Developments will be expected to take account of the Scotland’s National Planning Framework
(NPF4), and the relevant local development plan forthe area (which togetherform the development
plan). Areas should look to best practice and follow innovative ap proaches wherethey would add
value. These could include the establishment of project-focussed teams, proactive master-planning,
use of planning protocols or processing agreements and aligning consent procedures where
appropriate. We envisage each area using their core IZfunding to support this planning offer.

We expect planninginterventions to contribute to physical intermediate outcomes as development
sitesare unlocked at a fasterrate (and at a higher quality) through these activities to speed up the
planning process.

| Early indication of planning interventions

Question 2.7: How will your planning offer help accelerate the progress of the I1Z proposal.

Your answer should not be longer than 500 words.

The Peterhead TaxSite has been designated both National Development status by National Planning Framework 4 and
Industrial Green Transition Zonestatus. The Aberdeen Energy TransitionZoneTax sitelies adjacenttothe Aberdeen South
Harbour,also a designated National Development by National Planning Framework 4. Each Tax Site has been designated
by the respective Aberdeen Cityand Aberdeenshire Local Development Plans as areaswhere development within Classes
4,5 and 6 of the Town and Country Planning (UseClasses) (Scotland) Order 1997 as amended will besupported.

To accelerateinvestment and growth within the 1Z, we will develop and adopt a masterplan for each Tax Site. Masterplans
will provide the framework for high-quality phased development of Tax Sites and a programme for delivery of essential
infrastructurerequired includinginterventions contained within the Regional TransportStrategy. Masterplans will ensure
development is situated in the rightlocationandtimingis usedinthe delivery of the Tax Site intervention, maximising
development and investment opportunities and economic, social, and environmental value.

Tax Site Masterplans will bedeveloped through a co-design process with landowners. A masterplan has already been
developed for the Aberdeen Tax Site and a masterplan will bedeveloped for the Peterhead tax site. Thereafter, once
Section 15 of the Planning(Scotland) Act2019 has been enacted, masterplan consent area schemes (MCAS) will be
developed for each Tax Site. An additional MCAS will bedeveloped for a strategic housing site within Peterhead to
expedite the delivery of a supply of high-quality energy efficient modern housing for the incumbent workforce associated
with the development of the Peterhead Tax Site.

MCAS act as a grant of authorisation for carrying out, within the area to which the scheme relates, development thatis
specified within the scheme. They remove the need to formally obtain planning permission and de-riskinginvestment.
Until Section 15 of the Act has been enacted and MCAS delivered, development within designated 1ZTax Sites will be
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regulated through a planning protocol developed by Aberdeen City Council and Aberdeenshire Council (planning
authorities for the |1Z area) and Tax Site landowners.

The planning protocol will ensurethatthe councils prioritise the determination of 1Z planning permission applications and
other associated regulatory consentapplications that need to be obtained by investors/developers. To achieve this, the
protocol will ensure:

e Both councilsidentify a single point of contact within the respective regulatory services to deal with 1Z
development proposals, ensure uniformity of process and consistency of interpretation of policy and proposals to
expedite the consenting process.

e A mechanismto escalateissues to senior officers when agreed timescales and actions arenotbeing met inthe
interests of expeditious decision making.

e The use of Planning Performance Agreements for larger and more complex proposals,to programme manage
proposals from pre-application, through to application submission, determination,and discharge of conditions.

e The councils’internal consultees provideclear consistentadviceon applicationsand pre-application.

e Pre-application engagement atinitial stages inthe formulation of a project to identifyissues and solutionsearly.

Private Sector Investment and Support

The policy prospectus set out the programme’s intention to grow the private sectorand ensure IZ
proposals were of a scale required toleveragein private sectorinvestment. This questionisfocused
on understanding:

e Private sectorsupportforthe overall proposal
e Existingand future investment opportunities
e Scopeto attract additional orexpanding businesses

At Gateway 4 we will askaboutyour plansto leverage in private sector funding, so please consider
that as you answerthis question.

| Private Investment

Question 2.8: How will the IZ proposal help to secure additional private investment?

Your answer should not be longer than 500 words.

NESIZ’s proposition has been designed to align with and capitaliseon the evidenced Green Energy and Digital Technology
investor momentum inthe region and build on SG’s Shaping Scotland’s Economy Inward Investment strategy.
Designation of NESIZ will drivethe next wave of investment in these clusters, unlockinginvestmentin the private
investment market by significantly enhancing the viability casefor hard and soft infrastructure, innovationand research
and expansionaryinvestment and providing planningand funding certainty. The region has a trackrecord insecuring
investment from diversesources including:

Category Landmark engaged investors in the region

Sector specific private | Opportunity North East: Privatesector catalystdiversifying NES’s economy with a focus on
investment digital tech.

ETZ Ltd: Privatesector-led, not for profit organisation spearheading Scotland’s energy
transition ambition with a focus on supportingdelivery of an Energy TransitionZonein

NES.
Sustainable Real Green Volt: a £3bn 50-50 jointventure between Aberdeen based Floatation Energy and
Estate and Norwegian Vargrgnn in floating wind project in NES.
Infrastructure Ineos: £1bninvestment to power Ineo’s Grangemouth plantwith hydrogen made from

natural gas while capturingthe carbon dioxide;this will providethe tier one and supply
chain opportunities needed for company growth withinthe Energy Transition Zone.
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Par Equity Ventures:Launched a £100m fund to investin digital tech companies in
Scotland.

Scottish National Investment Bank: Development investment bank established to support
Scottish business to deliver environmental, social, and financial returns.SNIB has a
portfolio of green energy investments, such as:Port of Aberdeen, Trojan Energy, lona Wind
Partnership amongstothers.

Green Investment Group: A specialistinvestor dedicated to the green transition, managing
a £1bn fund targeting green energy projects across Scotland toacceleratesustainable
development.

ETZ Challenge Fund Grants: Funding ranging from £50k-250k to accelerate green energy
innovation with multipleinvestments in NES green energy SMEs.

EOS Advisory: A venture capital firmthatinvests in science, engineering, and technology
sectors, leveragingits co-investment status with Scottish Enterprise to fund innovative
projects.

One Tech Hub: With a £1.5 million investment, ONE Tech Hub aims to acceleratedigital
tech business growth and enhance the broader entrepreneurial ecosystem in NES.
Aberdeen City Region Deal: Focused on capitalisingon economic opportunities to drive
growth and diversificationin theregion.

UKRI: Public bodythat funds research andinnovationinthe UK across allacademic
disciplines and sectors, including universities, research organisations, businesses, charities,
and government departments.

Scottish Government Emerging Energy Technologies Fund: Designed to supportthe
development and implementation of new energy technologies in Scotland, aimingto
acceleratethe country’s transition to a low-carbon future.

Institutional Investors

VC and Angel

Public

All will beengaged through the NESIZ investor activities to promote the benefits of the NESIZ, activity coordinated in
conjunction with Invest Aberdeen, Chamber of Commerce, ONE and ETZ Ltd to be detailed in Gateway submission 5.
Further, the followingtablesets a shortlist of qualified, high-valueinvestmentopportunities for whom all have been
engaged on prospective Tax Benefits of the NESIZ and investors who have acknowledged the importance of designation
to theirinvestment decision:

Investment Opportunity summary Investment status
opportunity
Offshore Wind | Green Inward Investment enquiry associated Detailed discussions ongoing with
Supply Chain Energy with manufacture of anchor and Aberdeen selected as preferred location
mooring systems associated with
offshore wind
Offshore Wind | Green Established manufacturing company Detailed discussions ongoing underpinned
Supply Chain Energy seeking to develop a secondary steel by strong demand for product
manufacturingfacility to meet demand
from offshore wind
Offshore Wind | Green Large multi-national supply chain Recent merger and fundraisehas
Supply Chain Energy company looking to expand operations accelerated expansionandtransition
in North Eastto supportdelivery of plans.Initialbaseestablished within
offshore wind and hydrogen projects Aberdeen Tax siteand discussions to
progress operations facility ongoing
Offshore Wind | Green Offshore Wind developer seeking to Initial discussions havetaken placeand
Developer Energy establish O&M base. Further enquiries expected to progress followingrecent
of similarnaturearealsoatanearlier consent
stage
Offshore Wind | Green Engineering, fabricationandsite Detailed discussions ongoing underpinned
— Supply Chain | Energy servicing supply chain company by strong demand for product
Hydrogen Green A largeinternational energy company Detailed discussions ongoing.
production Energy interested in hydrogen productionand
possibleapplications in production of
emethane, emethanol inPeterhead
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Hydrogen Green HyLion has aninternational network of Seeking investment, with plans to be
production & Energy partners developing a project to operational by 2027
export establishan end-to-end green hydrogen

supply chain from Scotland to Germany
Hydrogen Green £1BN project to produce liquid Detailed discussions ongoing with FEED.
production & Energy hydrogen and export to confirmed off-
export takers in Germany with associated

significantsupply chain benefits
Hydrogen — Green Established supply chain companyhave | Detailed discussions ongoingwith
supply chain Energy secured new investment and seekingto | Investment dialoguecontinuingthrough

develop volume manufacturing facility 2024

for hydrogen storage
CCUS Green International energy company seeking In development

Energy — to establish CCUS manufacturingbasein
CCUS the region

Large data Digital An international technology company Commitments made and Phasel
centre Technology | will developa 200MW-300MW constructionin 2026

hyperscaledata centre. Land search

ongoing. A 200MW facility will generate

154 jobs with anaverage salary of £72k.

CAPEX is expected to be £1.9bn

The listreflects the different growth trajectories for both sectors —the Digital Tech sectoris focussed on entrepreneur
growth, with additional private sector investment opportunities arisinginlater years.

Strategic Alignment

1Z’'s sit within awider set of interventions both from central and local UKG and SMG. This ranges
from local initiatives, such as the work of job centre pluses, local skillsimprovement plans and local
business/sectorinitiatives, to strategies such as the NSET, SG’s National Innovation Strategy, UK
Science and Technology Framework, the UK’s technology strategy, and major planned infrastructure.

Please use the answerto this questionto considerhow your IZ proposal can align with and amplify
existinglocal and national strategies to supportthe programme’s aims wherever possible.

REPs should also, throughout the design and delivery of their IZ proposal, ensure thatisdoneina

way to ensure additionality.

| Strategic assessment

Question 2.9: How will the IZ interact with other live policy interventions?
Your answer should not be longer than 250 words.

Local and national economic policy has been a fundamental consideration for the regions Investment Zone ambitions,
with complementarity assessed below:

Policy Basis for Assessment
National Policy
Scotland’s National

Strategy for

| Complementarity |

The NSET commits to strengthening Scotland’s positionin new markets
(e.g., hydrogen, offshore wind, CCUS) and boosting Scotland’s

Economic contributions to the digital revolution.The IZ can help meet these
Transformation ) commitments due to its unique physical, enterpriseandinnovation
(NSET) High capabilities. NESIZwill be a key delivery vehiclefor the NSET Productive

Businesses and Regions ambitions, directly realising the ambitions of

29


https://www.gov.scot/publications/scotlands-national-strategy-economic-transformation/
https://www.gov.scot/publications/scotlands-national-innovation-strategy/pages/11/
https://www.gov.uk/government/publications/uk-science-and-technology-framework/the-uk-science-and-technology-framework
https://www.gov.uk/government/publications/uk-science-and-technology-framework/the-uk-science-and-technology-framework
https://www.gov.uk/government/publications/uk-international-technology-strategy/the-uks-international-technology-strategy

FINAL

Project 10: unlocking the potential of the economic and community assets
and strengths of Scotland's Regions.

National Just
Transition outcome

High

NESIZ will contributedirectly toward the Scottish Government’s National
Just Transition Outcomes through acceleratingdecarbonisation in the NES
whilstsupportinginnovative technologies to commercialise, ready for
export across Scotland, the UK and internationally.

Scottish
Government’s Fair
Work First Policy

6

Medium

The governance of the Tax Sites will facilitatea key interface with
individual tenants to allow Government policy to be embedded; for
example, all businesses within the NESIZ will be supported to build
capacityaround the principles of Fair Work First, ensuringjobs are high-
quality and attractive, including groups traditionally underrepresented and
facingbarriers to employment.

Scotland’s Al
Strategy

High

The Scottish Al Strategy is designed to foster investment inthe Al
ecosystem and facilitatethe transitionto an Al-enabled economy. This
speaks directly to the ambitions of the Digital Tech sector. Additionally, the
NESIZ capability strands in Al powered assetmanagement systems
providing round-the-clock snapshotofan Energy assets performance
condition and future states of safety-critical systems targeted by the Al
strategy.

UK and Scottish
Government’s
Innovation
Strategies

The strategies set the visionand supports UK’s (and Scotland’s) research,
development and innovation system.The Scottish strategy specifically
speaks to the need to create value for all aspects of society, including
developing a road map to Net Zero. This speaks directly to the ambitions
of NESIZ, and the interconnectivity between the sectors.

Entrepreneurial
Campus Blueprint
for Scotland

o
=

Medium

NESIZ will bea key delivery vehiclefor the Scottish Government
Entrepreneurial Campus Blueprintwhich alsointegrates with NSET. The
Blueprintcaptures the role of the higher educationsector as a driving
force for the entrepreneurial ecosystem.

Regional Policy Initiatives

North EastRegional
Economic Strategy
2035

NESIZ delivers on objectives 1, 2 and 3 of the RES; placingtheregionasa
pioneer of energy transition and digital tech, diversifying theeconomy,
maintainingits shareof Scotland’s overall GVA and increasing economic
participation; mitigating the risk of employment displacement out of the
region as oil and gas production declines.

Aberdeen City
Region Deal (ACRD)

oQ
=

High

The I1Z will leveragethe physicalinvestments already supported by the
ACRD, includingkey transportprojects (including Aberdeen Port), the
energy innovationinvestment in NZTC, SSCE and university investment to
drivetechnology to develop a specialisthigh-valuesupply chain.

Steps to support additionality and mitigate displacement.
NESIZ recognises the risk of displacementand will design a number of safeguards within its Governance model, for
example through undertakinginvestment assessments and withholdinglevers.The Governance design will bedetailedin

Gateway submission 3.

Objectives

IZs are about boosting productivity, providing more high priority jobsin places and levelling up the
economy. Asyou answer this question you should consider the specificobjectives you intend to
deliverthrough anlZand how these will contribute towards the overall programmes objectives as

setout inthe prospectus:

e Growingstrengthsin national priority sectors;
e Addressing economicdisparities that persist between and within regions.
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You should set out how your1Z will:

e Boostproductivityinthe region

e Increasedreal earningsforhigh andlow skilled workers within the region
e Increasedinternational competitiveness of companies within the cluster
e Internationally demanded new technologies

You should begin to consider how the objectives you described at this stage will influence the
interventions you pursue and the outputs/outcomes you will focus on delivering.

Question 2.10: Taken together, how will the sectoral focus and geography of IZ intervention support the overall 12
programme objectives?
Your answer should not be longer than 500 words.

NESIZ has ambitions to deliver on all of the I1Z objectives.

Target 1: Boost productivity in the region

Protecting and boosting productivity

NES has witnessed a declineinits working-age population (16-64) of 4% (~14,000 individuals) insix years,in contrastto
Edinburgh and Glasgow which have increased 5%. Worker productivity in NES, once the highestin Scotland, has been
fallingwith real GVA per head at £31,586in 2021 the lowest ithas been since 2005, bar 2020. The prospective
productivity benefits realised through NESIZ focus on innovation, digitalisation and automation therefore offer an
alternativeroute to maintaining cluster productivity beyond relying on new job migration.

Developing commercial and industrial space

The target clusters will attractnew and expansionary investment both directly through bringing c.350 hectares of
undeveloped landinto effective employment use, andindirectly through wider supply chain benefits in the region.
199 hectares at the Peterhead Tax Site will be converted from vacantand undeveloped land into thriving Offshore
Wind, Hydrogen and Alternative Fuel high-density employment sites. In Energy Transition Zone 112 hectares of
greenfield and brownfield land will securethe investment required to unlock more economically productive land use,
alongside 70 hectares of vacantand poorly utilised sites;forma dense and concentrated supply chain atthe site
focused on green energy activity and supporting high value manufacturing, supply chain development and innovation.

Target 2: Increase real earnings for high and low skilled workers within the region

Increasing regional earnings

Although the regional has a strong GVA and average earnings levels, itfaces significantheadwinds;in 2022 and 2023
regional averagereal wages declined faster and further than they did nationally. Increasingreal earnings for lowskilled
workers is critical given the region has a higher rate of those employed inlow-skilled jobs (16.1%) compared with
Scotland (15.1%); the UK (15%); Glasgow City (13.7%) and City of Edinburgh (8.4%). The NESIZ will reskill existingand
new workforces to provide the 14,000 needed by 2030 to transitiontorenewable energy role and meet the demand of
the growth indigital tech sector with new skillsand career pathways developed to provideaccess tojobs with higher-
than-average earnings.

Foreign Investment Potential for Wage Uplift

Aberdeen places 8™ inthe UK’s largestrecipients for inward investment in the lastfiveyears5tanditis 7t in the City UK
Competitiveness Index>2. OECD research recognises the positive effects FDI has on host countries’ labour markets, with
wage increases corresponding with skill levels and productivity uplifts. Evidenceindicates that positive wage effects
tend to be concentrated among employees of multinational enterprises (MNEs), relevant for NESIZ given the presence
of BP, Shell and SLB already operational in NES, this research identifies a small positiveimpacton wages in domestic
firms participatingin thesupply chains established by MNEs >3, fundamental to the NESIZ proposition.

51 EY European Investment Monitor (EIM) 2018-2022
52 UK Competitiveness Index 2023
53 OECD Impactof FDI on Wages, 2008
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Target 3:increase international competitiveness of companies within the cluster

Emergent Green Technologies require subsidiesto providecertainty for investment and trialling, the NESIZ incentives
allows Scotland to compete inaninternational marked shaped by the US Inflation Reduction Act. Principally theflexible
spend availabletothe IZwould accelerategrowth of Digital Tech firms in NES and enable them to compete more
vigorouslyinthe global marketplace. Floating offshore wind and green hydrogen projects aretransitioning from pre-
commercial to commercial deployment, thereby gaininga first mover advantage. This shiftis enhancingthe supply
chain capabilityand boosting the export potential of these technologies . This will besupported by Scottish Enterprise’s
approachto demand-led innovationinthese energy sectors, which will focus ondemand validationandvaluechain
mapping, collaboration withindustry, Open Innovation portals and integrating the customer (company) journey across
innovation products and services.

Additionally, thecollaboration and wider supporting ecosystem benefits that the IZcandrive, will growthe number of
innovations,and build the profile of the area as a key tech hub, and the attention of digitally focused financial analysts
andinvestors needed to further enhance inwardinvestment. In a sector where firms are highly flexibleregardingthe
location of technology centres and development teams, entrepreneurial education, skills base, tax adva ntages,
international collaboration, and financing supportall play a key role. Importantly, the IZ will supportthe region's
repositioningfroman oil and gas-based economy to a green energy economy.

Target 4:internationally demanded new technologies

Reinforced by NESIZ status, both clusters havethe right components, agglomeration opportunities and innovation
networks to drive export growth, irrespective of the pace of domestic programmes such as Acorn. In particular, the
solutions designed for new technologies like offshore floatingwind and green hydrogen that drive down costs, increase
efficiency and support deployment at scale, present significantexportable growth opportunities. For example, the
recent ONE DT Business Growth Programme (Cohort 2) comprised primarily SaaSand/or productfocused enterprises;
71% had international customers that made up an average of 44% of sales from markets across USA, Canada, Middle
East/Gulf States, Norway, Netherlands, Spain, Sweden and Africa.Operating predominantlyin EnergyTech (71%) most
of the companies have recurring revenues over £1m and up to £10m. Two relevant regional success casestudies
include:

e Solab IT Services —Onboard Tracker™ — a SaaS product for workforce utilisation and management softwarein
energy, renewables and marinesectors; at the end of 2023 — 100,000 Energy, Renewables, and Marine
personnel across 110 countries, spanning 8000+ on and offshore sites. Including Apache, CRC Evans, Stena
Drilling, Score Group, Archer, James Fisher.Onboard Tracker™ has not only streamlined clients’ processes but
has alsofortified its positionintheglobal market.

e Fennex - leveragingdata andAl to deliver efficiencies, leaner, safer operations and a lower carbon footprint.
Key markets areoil & gas, offshore wind, carbon capture & hydrogen, since2020/21 Fennex has quadrupled
revenues, with 70% of revenues driven from international sales and aretargeting#10m ininternational sales
by 2028.

Such casestudies evidence the underlyinginnovation assets thatrequirethe scaleup, skillsand profile support offered
by the 1Z, building on the Digital Supply Chain capabilities referenced in 2.1 such as Energy Management Systems (EMS),
Renewable Energy Monitoringand Management: Smart Grid Solutions and Blockchain-enabled Energy Platforms.
Simulation modelling, test and demonstration and surrounding multi-scale modelling capabilities initiated in the NESIZ
canbe deployed in other green transition zones such as the US and Scandinavia.

Research Institution

I1Z proposals should be co-designed and to ensure that a relevantlocal research institution will need

to co-sign the final proposal. You should be able to evidence this as you proceed through the
gateways.

Each 1Z is expected to ensure strong collaboration between UKG and SG, industry and research
institutions. As you consider which of yourresearch institutions (it can be more than one) will

32



FINAL

provide sign off, pleasethink about how your I1Z proposal can be used as an opportunity toleverage
the role of universities, colleges and local research institutions.

This couldinclude nurturing and supportinglocal talent, building knowledge networks, collaborating
on research commercialisation, and supporting scaleup and adoption of promisinginnovations
following spinout to raise the productive potential of the whole area. We envisage this will mean
establishing and leveraging partnerships with research institutions in the same functional economic
area; however, we are open to additional collaborations overalongerdistance.

| Research Institution Co-Sign

Question 2.11: Considering the focus of your I1Z, which research institution(s) will co-sign your 1Z proposal?

Your answer should not be longer than 250 words.

UoA and RGU are the two TRAC based institutions who will cosign the NESIZ proposal.The other co-signatories are
Aberdeen City Council, Aberdeenshire Council and ONE.

An introduction to their research specialisms is below:

Sector Applicability Appropriateness of partnership application

University of Aberdeen

UoA has a significantfocus Founded in 1495, the University of Aberdeen is a broad-based research-intensive
on Data & Al and Green institution. Key assets supporting the Green Energy sector includethe

Energy, as outlined in the Interdisciplinary Centre for Energy Transition, the National Decommissioning Centre
Aberdeen 2040 Strategy>*. (a partnership with the Net Zero Technology Centre), the Centre for Applied

Dynamics Research, and the Fluid Mechanics Research Group (which plays a key role
inadvancingrenewableenergy technologies). The Universityalso has a world-wide
reputation in Al-related research (stretchingback nearly 60 years), is a member of
the UK’s Turing Network and through its Interdisciplinary Centre for Data and Al is
home to several major UKRI investments, including the SUSTAIN Centre for Doctoral

Training.
Robert Gordon University
The sectors are embedded A University based in Aberdeen, RGU is recognised not only for its sectoral strengths
within RGU's published of Energy, Digital and Al,and Health but alsoits inter-disciplinary focus, industry
Strategy and have been the connectivity and entrepreneurial approach. Thisisillustrated throughits research
University’s sectoral focus andteaching but alsoits nationally leading Centres whichinclude: RGU Energy
for many years Transition Institute which advises government and industry on the investment,

people and skills required across the energy sector to meet the energy trilemma of
security, affordability and net zero; the National Subsea Centre, a partnership with
the Net Zero Technology Centre, focussed on development of novel Al, digital and
engineering technologies; the Visualisation Solutions Centre which uses immersive
technologies to supportdecision making, building on the University’s simulation
suite; andits Entrepreneurship and Innovation Group which drives innovation
across the University and with external partners.
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FINAL

Decision Making

| Decision Making

Question 2.12: Can you provide your initial thoughts on what your decision-making structure might look like for
delivering the IZ? You can propose using or evolving existing structures to manage and monitor the design and
delivery of the IZ.

Your answer should not be longer than 250 words.

The region has demonstrable evidence of effective governance structures incorporatingthe public and privatesector
through the Aberdeen City Region Deal which has a Joint Committee which has instructed officialsto consider optionto
expand its remit*. Options for NESIZ delivery will bedeveloped at Gateway 3 with the organisations setoutbelow who
are engaged inthe development phase.

Development Structure of the Investment Zone submission

|E| This image cannot currently be displayed.

Co-Signatories

Aberdeen City Council (ACC)** includes the Council actingas Planning and Billing Authority, Aberdeenshire Council***
includes the Council actingas Planning and Billing Authority, UoA, and RGU, together with Opportunity North East Ltd
(ONE).

Both local authorities and ONE agreed with their respective Council s/Boards:
e The governance structure to oversee the development of the Investment Zone.
e Thatthe final submission bebrought backto Council/Boardforapproval (Summer 2024).
e That Aberdeenshire Council be the accountable body for the Investment Zone.
e Nominated elected members/board members to the Steering Group.

Given their roleas researchinstitution co-signatories, the University Court of the UoA and the Board of Governors of
RGU will expect to be consulted prior to signing of the submission of the bid.

Steering Group Members Working Group Members
e  ONE (Chair) e Aberdeenshire Council? (Chair)
e Aberdeen City Council?! e Aberdeen City Council?
e Aberdeenshire Council? e UoA
e UoA e RGU
e RGU e ONE
e North EastScotland College (NESCOL) e North EastScotland College (NESCOL)
e  Scottish Enterprise e  Scottish Enterprise
e Aberdeen and Grampian Chamber of Commerce | e  Skills Development Scotland
e  Sector Representatives: e James Hutton Institute
o Digital Technology e ETZ Ltd
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o Energy (2) e Net Zero Technology Centre
o Food, Drink & Agriculture e  FraserburghHarbour
o LifeSciences e Peterhead Port Authority

e  Portof Aberdeen
e AGS Airports

"Elected Members
2 Officials

Sub-Groups and Consultation

Other stakeholders arebeing brought into sectoral workstreamactivities, including the Offshore Renewable Energy
Catapultand CodeBase and Datalab.

* ABERDEEN CITY COUNCIL (moderngov.co.uk)
**North East of Scotland Investment Zone Proposal.pdf (aberdeencity.gov.uk)
**%12 1Z Reportv.02.pdf (moderngov.co.uk)
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