INCREASE Ill Programme Eligibility Notes
INCREASE lll Programme: Eligibility Notes:

These Eligibility Notes are intended to assist community recycling organisations
who are interested in applying for funding under the INCREASE Il Programme
(2008 — 2011).

The Programme is managed by the Waste and Resources Action Programme
(WRAP) http://www.wrap.org.uk/ with development support for the application
process and post-application implementation being delivered by the Community
Recycling Network for Scotland (CRNS) http://www.crns.org.uk

Main aim of funding:

To move the sector away from a reliance on grant funding.

To develop financially sustainable community recycling models.

To increase the capacity of individual organisations to develop their ideas.
To allow for the implementation of new and innovative recycling services.
To be consistent with the delivery of a Zero Waste Scotland.

To move towards sustainable waste management activities.

INCREASE llIl comprises of four strands as detailed below:

INCREASE Prevention: £5,000 - £300,000

Project proposals generally should relate to the key objectives set out in the
Waste Prevention Action Plan
http://www.scotland.gov.uk/Publications/2007/02/23113217/0, however,
proposals which would also prevent waste but are not included in the Waste
Prevention Action Plan are also eligible to apply.

INCREASE Enterprise: £5,000 - £300,000

Project proposals should include initiatives which aim to recycle, reuse or
compost household, commercial and industrial waste, be innovative and / or
commercially viable after start-up.

INCREASE Capacity: £5,000 - £25,000

Project proposals should relate to the employment of key staff to enhance
management capacity, backfill of key operational positions freeing up time for
organisational or activity development.

INCREASE Small: <£5,000

Project proposals should relate to the purchase of plant and machinery, H&S
equipment, provision of licenses and permits and training. Only organisations
with a turnover of £100,000 per annum or less may apply to this strand of
INCREASE III.

All applicants must contact their Regional CRNS Development Officer prior to
submitting any Outline Proposals or Full Applications.
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Eligibility criteria:

This section explains which organisations are eligible to apply for funding and the
type of proposals that will be considered for support.

There are a number of key requirements that need to be met before an
application to any of the four strands will be considered. Organisations can make
applications to all four strands, however only one application to INCREASE
Capacity can be made in the lifetime of the funding period.

The maximum amount which can be awarded to any individual project for any
given year is £200,000, although the maximum amount which can be awarded to
any one project over the lifetime of this INCREASE Programme is £300,000. All
monies will be paid in arrears and has to be spent within the funding timeframe of
April 1512008 — March 31%' 2011.

Projects which have received funding from previous INCREASE Programmes are
eligible for this Programme although applicants will be asked for details about
any funding previously received and will be asked to demonstrate progress
towards the outcomes stated in those applications.
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Type of proposal:

Proposals should entail the delivery of waste prevention / recycling / landfill
diversion activities by not-for-profit community based organisations.

N.B. Master Compost Schemes will be funded separately from the INCREASE IlI
Programme and will be run as part of the National Home Composting Scheme.
The Master Compost Support Programme is being developed by CRNS, WRAP
and SWAG. For further details on this please contact the CRNS

The table below gives an indication of the types of proposal that are expected
under each strand of INCREASE Ill (work is on-going in relation to INCREASE
Capacity and more information will be made available shortly).

Prevention Enterprise Small
Education and | Furniture / WEEE re-use | Re-use / WEEE
awareness raising exemptions
activities
Scrapstores Office furniture PAS100
Home composting Bio-diesel 1ISO14001
Community composting Re-use: bikes, children’s | Investors in People
equipment, repaint,
carpets etc.
Starter packs Building materials Full waste management
licences
Real nappy project Mattress recycling Certificate of technical
competence
Furniture/ WEEE Reuse | Food waste collections | Animal By-Product
and processing Regulations  laboratory
fees
Re-use: bikes, children’s | SME collections Scales
equipment, repaint,
carpets etc.
Re-use cabins at | Re-use cabins at | Card Shredder
recycling centres recycling centres.
ELV Small Balers
Non-core kerbside (all
material streams)
Bulky uplift services
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The INCREASE Ill Programme will not fund the following:

Construction of new buildings

Projects intended for private gain

Purchase of buildings

Investments that contribute directly to a

company’s distributed profit

Renovation /  refurbishment  of | Endowments

buildings*

Large capital expenditure Funds to build up a reserve or surplus

Overdrafts Retrospective funding for existing
projects

Foreign travel Core costs for existing projects which
do not provide discrete elements which

the INCREASE funding will enhance or

extend
Activities that take place outside | Activities which primarily promote
Scotland religious or party political beliefs

*This solely relates to the renovation / refurbishment of derelict buildings. If you
are already in possession of a building and wish to make some minor alterations,
for example, install heating / racking etc this will be eligible for funding.

Organisations funded through SWF150 and still in receipt of monies for delivering
services on behalf of their Local Authority are not eligible to apply to INCREASE
[l for the same activities.

If your application is for funding to deliver a service on behalf of a Local Authority
please provide information relating to any financial support from the Local
Authority in question and an explanation as to why support from INCREASE is
required.

The general presumption is that services which form part of a Local
Authority’s functions should be funded by the Local Authority, and not
through INCREASE. ¥ WRAP will send back to CRNS applications which
appear to relate to Local Authority core functions, unless the applicant
puts forward good reasons to explain why the proposed service is not
funded by the Local Authority.

Applications to INCREASE Enterprise must comply with EU State Aid rules. To
help applicants assess whether they are compliant, guidance on State Aids is in
Annex 1 of this document.
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Eligible Organisations:

Eligible

In-eligible

Company Limited by Guarantee

Company Limited by Shares / Plc

Company Limited by Shares (if non-
profit distributing)

Registered Charity

Universities or association Academic
Research Institutions

Industrial Provident Societies / Friendly
Societies / Co-operatives (if

Industrial Provident Societies / Friendly
Societies / Co-operatives (if profit

appropriately constituted and non-profit | distributing)
distributing)
Scottish Charity Incorporated

Organisation (SCIO)

Unincorporated Association (with a
written constitution and not for profit
clause)

Unincorporated Associations without
Charitable Status

Community Interest Company (CIC)
Limited by Guarantee

CIC Limited by Shares

Charitable Trust

Non-Charitable Trust

Housing Associations (if appropriately
constituted and non-profit distributing)

Individuals

Public / Local Authorities

Limited Liability Partnerships (LLP)

Charity Shops

All proposals must be submitted by a community waste sector organisation. The

Programme defines these as:

“A non-profit distributing organisation which provides added value services to
communities in relation to waste prevention, reuse, recycling and composting.”

All organisations applying to INCREASE Ill must be constituted and have a bank

account in the UK.

Legal Requirements:

Organisations that receive INCREASE Ill funding must comply with relevant
legislation in all aspects of the planning and delivery of their proposal. Applicants
must ensure that they comply with all statutory requirements relating to their
proposal.

If you have any queries regarding licences please either contact your Regional
CRNS Development Officer or you local SEPA office for advice.
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Monitoring of proposals:

WRAP will monitor all proposals funded under the INCREASE Il Programme
(other than INCREASE Small) to ensure that:

* Proposal objectives are met.

* The proposal has delivered the required level of quality.

* The predicted benefits are delivered.

* Costs have been incurred and accounted for.

Applicants will need to demonstrate in applications that they can put in place
monitoring and evaluation mechanisms to assess quality including:
* Systems to illustrate the social, economic and environmental benefits of
the proposal.
* Systems to assess progress against milestones.

VAT and your proposal:

You must verify whether your organisation is able to recover VAT on the costs of
your proposal before submitting an application. This will enable you to adjust
your budget figures accordingly. If you include the cost of VAT in your
application and your proposal is approved and you are later able to recover the
VAT, you will be liable to repay it. If you have any queries regarding VAT please
contact your Regional CRNS Development Officer.
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ANNEX 1
INCREASE lll Guidance Notes on State Aid

Introduction

These notes are intended as general guidance on State Aid and how it
applies to projects funded through the INCREASE Programme. If your project
is funded by INCREASE and is subsequently found to be in contravention of
State Aid rules your organisation may be required to repay the funds
provided, plus interest.

What is State Aid?

In broad terms, State Aid refers to a subsidy or other support provided to an
undertaking by a member state, such as the United Kingdom, that could
potentially distort competition. The European Commission has competence
over what is and isn't classified as State Aid and has the powers to investigate
any aid it believes may have been granted in contravention of its State Aid
rules. The Commission is extremely restrictive in its approach to the granting
of State Aid.

To determine whether a measure constitutes State Aid, there are 5 criteria or
guestions which need to be considered. Where all five criteria are met, State

Aid is involved and the State Aid rules apply. Where one or more of the criteria
appears not to be met, then funding is unlikely to constitute State Aid.

1. Is the measure granted by the state or through state resources? As
well as central government departments, such as the Scottish Government,
this includes regional or local authorities and other public, or private sector,
bodies designated or controlled by the state. State resources include tax
exemptions and also funds not permanently belonging to the state but under
state control, e.g. lottery funding.

2. Does it confer an advantage to an undertaking? A benefit to an
undertaking, granted for free or on favourable (non-commercial) terms, could
be State Aid. This includes the direct transfer of resources, such as grants
and soft loans, and also indirect assistance - for example, relief from charges
that an undertaking normally has to bear, such as a tax exemption or the
provision of services, loans, at a favourable rate.

3. Is it selective, favouring certain undertakings? Aid that targets
particular businesses, locations, types of firm e.g. SMEs or sectors is
considered selective. A general measure affecting the whole of the state's
economy e.g. nation-wide fiscal measures is not considered a State Aid.

4. Does the measure distort or have the potential to distort competition?

If it strengthens the position of the beneficiary relative to other competitors
then this criteria is likely to be met. The potential to distort competition does
not have to be substantial or significant, and this criterion may apply to small
amounts of aid and firms with little market share. Most interventions have the
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potential to distort competition.

5. Is the activity tradable between member states? The Commission's
interpretation of this is broad - it is sufficient that a product or service is
subject to trade between member states, even if the aid beneficiary itself does
not export to the EU.

If a measure does indeed constitute State Aid, then it needs to be given within
the State Aid rules. That is, it must be given according to what are known as
the guidelines, frameworks and block exemptions set out by the Commission.
These set out what aid may be given in particular circumstances and to what
level of intensity.

What guidelines, frameworks and block exemptions may be particularly
relevant?

Key provisions are:

Under the de minimis regulation, public funding of up to Euros 200,000
— awarded explicitly as de minimis funding — over a rolling three, fiscal
year period is considered by the European Commission as not to have
an impact on intra-Community trade and competition:
http://www.stateaidscotland.gov.uk/state_aid/SA_MainView.jsp?pConte
ntID=349&p_applic=CCC&p_service=Content.show&

Community guidelines on environmental protection:
http://ec.europa.eu/comm/competition/state_aid/reform/environmental_
guidelines_en.pdf Paragraph 3.1.9 deals specifically with waste
management.

Employment Block Exemption Regulation:
http://www.stateaidscotland.gov.uk/state_aid/SA_ApprovalsView.jsp?p
ContentlD=1130&p_applic=CCC&p_service=Content.show&

Training Block Exemption Regulation:
http://www.stateaidscotland.gov.uk/state_aid/SA_ApprovalsView.jsp?p
ContentlD=1132&p_applic=CCC&p_service=Content.show&

What happens if State Aid is provided to an undertaking outwith the
scope of the State Aid rules?

The Commission has the power to investigate any aid it believes may have
been given in contravention of the State Aid rules and can require the
recipient undertaking (rather than the public sector body which provided the
aid) to repay, with interest, any illegal State Aid.

Further information on State Aid is available on the website of the Scottish
Government State Aid Unit at http://www.stateaidscotland.gov.uk.



