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1.0 INTRODUCTION 

1.1 I am Peter Roberts. 

1.2  My qualifications and experience are set out in my original Proof of Evidence.  

1.3 This evidence is based on a review of the Proofs of Evidence submitted by the Development 

Corporation. It provides a response to that evidence and it has been written to be read alongside 

my original Proof of Evidence.  I have adopted the same defined terms as set out in the Glossary as 

detailed at Section 1 of my Proof of Evidence.   

1.4 I referred at paragraphs 3.6 and 3.7 of my first Proof of Evidence to procedural flaws in the making 

of the Order by the Development Corporation. As explained in my Proof of Evidence, such matters 

do not fall within my professional expertise and I do not comment on them. However, in order that 

the relevant information relating to those procedural flaws was before the inquiry, I attached 

copies of the relevant correspondence at Appendix 1. I understand that some of the 

documentation was omitted; and so, I append to this proof Appendix 1A which is complete. 

1.5 I have provided this statement in the capacity of an Expert Witness. I can therefore confirm that 

the Declarations set out at Section 10 of my Proof of Evidence dated 20 January 2020 also apply in 

respect of this evidence.  
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2.0 DISCUSSIONS BETWEEN THE DEVELOPMENT CORPORATION AND THE THAI 
BANKS 

2.1 As I set out at paragraphs 5.5 to 5.7 of my Proof of Expert Evidence,  paragraphs 2, 3 and 17 of the 

Guidance are clear that the Development Corporation is expected to demonstrate through 

evidence, inter alia, that: 

 they have taken reasonable steps to acquire all of the land and rights by agreement; 

 they have made  reasonable initial offers; 

 they have pursued meaningful attempts at negotiation. 

2.2 Having reviewed the Development Corporation’s evidence, in particular that of Mr Allison, Mr 

McNicholas and Mr King, I remain of the view that the Development Corporation has not complied 

with the Guidance in relation to these matters. It is also clear to me that the evidence provided by 

Mr Allison, Mr McNicholas and Mr King is factually incorrect and/or requires clarification and 

requires to be put in its proper context. 

2.3 I am aware that Mr Melhuish-Hancock has addressed many of the matters raised by Mr Allison 

within his Second Witness Statement.  I do not, therefore, repeat the comments within my 

evidence. My response focusses principally on my dealings with Mr King and Mr McNicholas, the 

requests for information that I made, and the responses (or lack thereof) that I received. 

Information Requests 

2.4 A theme of the Development Corporation’s case is that negotiations with the Thai Banks have not 

been successful.  Whilst this is correct, a major cause for the inability to progress matters has been 

the Development Corporation’s willingness to share information and provide it in a timely manner.  

In this context, this is a highly unusual case where the Thai Banks are not in possession of the land 

and are reliant on the Site Company and the Development Corporation for information.   

2.5 I set out below an overview of the position in respect of the dealings between the Development 

Corporation and the Thai Banks in respect of the requests for information from the Development 

Corporation. I then address particular comments raised in the evidence presented by the 

Development Corporation. 

Overview 

2.6 The Development Corporation shared offices located on the SSI Land with the Site Company and 

appears to have had full access to all the information in the possession of the Site Company which, 

I am informed by Mr McNicholas and Mr Dickinson (of the Site Company) is held on a computer 
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database at the site office. In addition, the Development Corporation has itself carried out various 

studies and commissioned reports relating to the SSI Land in respect of matters such as demolition, 

site remediation strategies, salvage values and plant & machinery assessments.  

2.7 These studies and reports are relevant and important for the valuation of the SSI Land. However, 

due to the circumstances surrounding the closure of the steelworks, none of this information was 

in the possession of the Thai banks. The Thai Banks and their advisors therefore needed to obtain 

the information relating to subsequent site investigations, in order to carry out their own valuations 

and to assess STDC’s position. 

2.8 As the Upper Tribunal has powers to order disclosure of information that it considers relevant to 

the assessment of compensation, I have worked on the assumption that, if this information is in 

the possession or knowledge of the Development Corporation and is relevant to the assessment of 

market value then there is no reason for the Development Corporation to withhold it.  

2.9 For clarity, in view of the various statements made by Mr King in this regard, the only documents 

provided by the Development Corporation that related to the SSI Land, prior to my instruction in 

July 2018, comprised a Hilco Valuation Report relating to plant and machinery assessments dated 

15 November 2016 and the Avison Young Valuation Report dated February 2018. Contrary to Mr 

King’s comments at paragraph 8.8 of his evidence no due diligence information was provided in 

support of these.  As such, the Development Corporation was, in effect, expecting the Thai Banks 

and their advisors to rely solely upon the Development Corporation’s valuations without being 

provided with the ability to scrutinise any of the supporting information that had been available to, 

and relied upon by, Hilco and Avison Young in preparing their valuation reports.  Without the 

supporting evidence the valuation reports are of limited assistance.  

2.10 However, the Development Corporation have been extremely reluctant to provide this information 

and it has been necessary to make repeated requests for the same information. Prior to the 

appointment of Gowlings to lead on negotiations with the Thai Banks by the Development 

Corporation in August 2019, this information was not forthcoming and, even then, was delayed. In 

addition, the compensation offer letter from Avison Young dated 16 August 2019, which included 

an assessment by the Development Corporation in respect of SLEMS and High Tip explicitly referred 

to documents that I was not even aware existed. Again, rather than being offered these documents 

up front it was necessary for the Thai Banks to enter into another round of requesting documents.  

2.11 This request was still outstanding as at the date of my meeting with Mr King and Mr McNicholas on 

15 November 2019. As a follow up to that meeting I was keen for RVA Group and me to meet with 
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Mr McNicholas in order to further discuss matters in anticipation of further requested information 

being provided. As I set out at paragraph 6.18 of my first proof of evidence, I am still waiting for Mr 

McNicholas to suggest dates but I have received much of the information requested albeit I have 

yet to be provided with access to the Site Company database to view documents relating to the site 

as it existed prior to the cessation of steelmaking. In order to provide clarity as to the position I 

produce the email exchanges between Mr McNicholas and me at Appendix 11. 

2.12 As well as trying to arrange the meeting with Mr McNicholas, I have also been trying to gain access 

since January 2019 for viewing of the Site Companies’ database which, I am told, by Mr Dickinson 

of the Site Company, contains documents relating the SSI Land prior to the closure. Mr Melhuish-

Hancock was originally advised by Mr Booth, Mr Gooding and Mr Teague of the Site Company that 

access would be made available during my site visit in January 2019. However, this did not take 

place and I was advised by Mr Dickinson that a computer database would be set up. This has not 

happened, and I am advised by Mr McNicholas and Mr Dickinson that I will only be permitted to 

view the documents at the Site Company offices but will not be permitted to take hard or electronic 

copies.   

2.13 I attach a full schedule of email exchanges between Mr Dickinson of the Site Company, Mr Wharton 

of RVA Group and me setting out what was requested, and the responses received at Appendix 12.  

2.14 However, despite my trying to arrange another visit by either RVA Group, who are local to the area 

and therefore flexible, or me, neither the Development Corporation nor the Site Company have 

been able to offer me any dates.  

2.15 In this context, I note that Mr McNicholas states at paragraph 1.7 of his evidence that he has 

“…considerable knowledge of site conditions, characteristics and constraints impacting and 

influencing redevelopment of the site.” It would therefore have been helpful if he had been 

prepared to engage with the Thai Banks, RVA Group and me in further meetings to assist our 

understanding as to why the Development Corporation has adopted such a low value for the SSI 

Land contrary to market feedback but this has not transpired to be the case. 

2.16 I also note that Mr Macdonald has included with his evidence a redacted copy of “Demolition Study 

of the former Sahaviriya Steel Industries Iron and Steel Making facilities and (sic) Redcar and 

Lackenby” prepared by Hilco and DDM dated 27 March 2019. I would have expected that a copy of 

this report (unredacted) would have been made available to the Thai Banks to assist in negotiations 

but, until receipt of Mr Macdonald’s Evidence, I was not even aware of its existence. This is yet 

another example of a relevant document that STDC have not previously admitted to possessing and 
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which will now have to be formally requested and awaited by the Thai Banks. This neatly illustrates 

the approach taken by the Development Corporation.  

2.17 Whilst my DWD colleagues and I have reviewed the information and received advice from RVA 

Group Limited in respect of delivery costs we are still unable to make accurate assessments in 

respect of matters such as demolition, salvage costs and plant and machinery as this requires access 

to historic plans and surveys setting out exactly what is there. It is possible for RVA Group to take 

measurements and surveys, but this would require significant attendance on site which would not 

be welcomed by the Site Company and considerably add to the costs. In any event, this does not 

seem cost effective when that information already exists. 

2.18 In any event, the evidence of the market supports the view that the Development Corporation’s 

offer is not a fair reflection of market value, and Avison Young has shown no sign of being willing 

to review their valuation such that valuation discussions have not progressed beyond broad 

principles. However, if and when this information is provided, whether that be voluntarily or 

following disclosure proceedings, RVA Group and DWD will be able to provide accurate advice that 

the Thai Banks can rely upon in respect of understanding their compensation entitlement in the 

event that the Order was confirmed.  

The Development Corporation’s Approach to Information Requests in Evidence 

 

2.19 Mr Allison1 characterises my clients’ approach as follows: “…the Thai Banks and SSI-Thailand’s legal 

representatives have repeatedly asked for more information, which has been provided, rather than 

use the time to engage in discussions or develop concrete proposals.” 

2.20 In addition, Mr King states at paragraph 8.8 that “Following the letter of intent in May 2018… …STDC 

provided the Thai Banks with all their due diligence information accrued over many years…”  I am 

assured by the Thai Banks and their previous valuation advisors that this is not correct.  In addition, 

I have been unable to find any evidence of the information being provided and the Development 

Corporation has not provided me with any evidence to support Mr King’s statement.  

2.21  Mr King also states at paragraph 8.11 “At various points following the appointment of new advisors 

by the Thai Banks, requests were made of STDC to provide information from STDC’s own site due 

diligence, to enable their consideration of the STDC offer. STDC has provided this information where 

                                                             
 
 
1 See paragraph 3.14 
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it has been possible for it to do so. Indeed it might be noted that much of this information had 

already been provided to representatives of the Thai Banks during the extensive negotiations and 

contacts over the prolonged period since March 2017. Despite much of this information having 

already been provided and hence available to the Thai Banks and their advisors for some 

considerable period, between August and November 2019, STDC re-submitted information 

requested where it was able to do so in the hope it might expedite the Thai Banks’ ability to enter 

meaningful negotiations on value.” 

2.22  I do not view this to be an accurate representation of the Development Corporation’s approach. 

The Thai Banks have been willing to engage and are aware of the time and trouble that a 

compensation claim would involve but they have been met with a reluctance on the part of the 

Development Corporation to share the information upon which their offer and valuation approach 

has been based.  The discussions that have been held with the market suggest that the 

Development Corporation’s assessments may well be significantly below what the market is 

prepared to offer.  The Development Corporation’s  reluctance to disclose information serves only 

to emphasise the impression that its valuation is a substantial under-estimate.  Clearly, the Thai 

Banks need to fully understand the information upon which the Development Corporation relies.  

2.23 It is not correct that the Thai Banks have repeatedly requested information after it has already been 

provided. With the exception of one report, which was blocked by the DWD server on account of 

size such that it had not reached my inbox, I have not, to the best of my knowledge, requested, 

either directly or via solicitors, documents that are already in the Thai Banks’ possession. Despite 

repeated statements by the Development Corporation in this regard, they have not identified a 

single document requested by me which had already been provided.  

2.24 In addition, the tone of Mr Allison’s evidence suggests that he considers that the requests made by 

the Thai Banks for the Development Corporation to share information relating to the SSI Land that 

is in their possession were directed towards time wasting. That is not correct. As I have already 

explained, I consider this information to be necessary in order to enable the Thai Banks’ advisors to 

properly advise them. Had the Development Corporation openly shared this information and had 

done so much earlier in the process it is entirely feasible that the parties could have worked 

together much sooner.  

Negotiations 

2.25 Both Mr Allison and Mr King have attached chronologies of discussions with the Thai Banks and 

their advisors at appendix 1 of STDC1/3 and STDC 8/3 respectively. In my view, these chronologies 
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are selective highlights with the intention by Mr Allison and Mr King of arguing that every effort has 

been made to negotiate with the Thai Banks, but the Thai Banks have been unwilling. Whilst the 

current team of advisors to the Thai Banks are unable to comment directly on matters prior to 

March 2017, the records they have provided in support of their assertions are not a complete 

picture of the discussions that have taken place hence Mr Melhuish-Hancock has provided  a 

comprehensive chronology from 29 March 2017.   

2.26 It is important to address the comments made by Mr King at paragraph 8.13 of his evidence where 

he states in relation to the period following the meeting of 15 November 2019 “Following the 

meeting DWD contacted me to advise that they had been instructed by the Thai Bank’s solicitors 

not to engage further on the issue of value and “compensation code” matters. As a consequence, 

there have been no further discussions or exchanges between myself and DWD, and exchanges have 

been conducted exclusively through the parties’ solicitors. I have thus been unable to engage in any 

discussion with the Thai Bank’s advisors on the matter of the value of their assets or related 

compensation code issues.” 

2.27 It is not correct that I, or any other member of DWD, contacted Mr King to advise him that I was 

unable to engage with him. In fact the only contact I have had with Mr King since the meeting on 

the 15 November 2019 comprised me ringing Mr King at circa 5PM on 20 November 2019 following 

my failure to raise a response from Mr McNicholas, to ask Mr King to raise my desire for a further 

meeting at the team meeting conference call which Mr King advised me that he and other 

Development Corporation members and advisors were holding later that evening. I have not heard 

from Mr King since then and despite continuing with my email exchanges with Mr McNicholas 

which are documented at Appendix 11, I have also yet to hear back from Mr McNicholas with 

proposed dates for a further meeting. 

2.28 I have not refused to meet with either Mr King or Mr McNicholas.  It was considered best that future 

meetings should be arranged through solicitors because it was clear from my email exchanges that 

I was getting nowhere trying to arrange a meeting directly with Mr McNicholas who did not appear 

to understand the purpose of the proposed meeting or wish to facilitate a visit to the Site Company 

offices.  

2.29 RVA Group and I are desirous of a meeting with Mr McNicholas to discuss site issues and an 

opportunity to review the Site Company database as held at the site offices. I repeat my offer to 

meet Mr McNicholas there but am prepared to agree to an alternative location. This is exactly the 
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same proposal that was made to Mr King and Mr McNicholas at the 15 November 2019 meeting 

and nothing has changed in that regard.  

2.30 Mr King also claims, at paragraph 8.14, that “STDC have made every effort to engage with the Thai 

Banks’ valuer, to seek their opinion of value and their engagement in order that meaningful 

negotiations could be held between the parties on value and compensation… …to date the Thai 

Banks and their advisors have provided no alternative valuation opinion or related supporting 

information and have not entered into any meaningful discussions on the matter of value or other 

“compensation code” issues. They have merely made continued request for information from STDC’s 

own due diligence which had been provided previously in any event, and which STDC provided again 

in the hope it might encourage and expedite meaningful discussions. This has not proven to be the 

case. At this point in time, an agreement has not been reached but STDC will continue to endeavour 

to reach one” 

2.31 This statement is incorrect and misleading as the Thai Banks had every intention of continuing 

negotiations and progressing matters but in parallel, rather than instead of, with testing the 

proposals in the market and in the light of properly informed professional advice. In any event, as 

Mr Melhuish-Hancock points out, the Development Corporation refused to discuss valuation issues 

at the meeting dated 29 March 2019 (at which Mr King and I were in attendance for that purpose). 

In addition, whilst I cannot disclose my minutes of the “without prejudice” meeting with Mr King 

and Mr McNicholas on the 15 November 2019, I made it very clear that my ability to agree matters 

was dictated by the Development Corporation’s willingness to provide the information requested 

and if they were able to assist me to provide advice to the Thai Banks by providing the required 

information it would be of considerable assistance in progressing discussions. 

2.32 In that context Mr King was fully informed as to my approach on valuation and I note that the 

minutes of the Development Corporation Board Meeting dated 27 November 2019 states “An 

agent to agent meeting was held on 15th November which was beneficial in understanding the SSI-

Thai Banks advisors’ position. A further update will be given at the Board meeting. 2”   

2.33 In addition, Mr King and Mr McNicholas were both left with the clear message that I wanted further 

follow up meetings. The subsequent email exchanges underlined this subject only to the change 

that future contact, i.e. arrangements were to be made through the solicitors. As I have stated 

                                                             
 
 
2 4th paragraph of section 3.3, page 344 of Appendix 6 to Evidence of my first proof of evidence.  



                                                                   
  
Expert Evidence  

 

10 
 

elsewhere, neither Mr King nor Mr McNicholas have made any efforts whatsoever, to provide me 

with details of their availability and re-engage. As such, the statement that “STDC have made every 

effort to engage with the Thai Bank’s valuer” does not align with reality. 

2.34 It is also not the case that “They have merely made continued request for information from STDC’s 

own due diligence which had been provided previously in any event, and which STDC provided again 

in the hope it might encourage and expedite meaningful discussions”. The correct position is that 

the Thai Banks have had to request information in the absence of the Development Corporation 

providing it willingly and such information has only been provided after being requested by the Thai 

Banks. That information has not, once provided, been requested again. Clearly, if such information 

had been previously provided the usual response would be to advise when and how such 

information had been provided in order to assist the recipient to track down the information.  

Conclusions 

2.35 It is clear that, bearing in mind the provisions of paragraphs 2, 3 and 17 of the Guidance, the 

Development Corporation has: 

 not taken reasonable steps to acquire all of the land and rights by agreement; 

 not made reasonable initial offers; 

 made no meaningful attempts at negotiation. 

2.36 As I have set out above, I am willing and able to meet with Mr King and Mr McNicholas and engage 

in further discussions and am awaiting details of their availability.  
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3.0 ASSESSMENT OF THE DEVELOPMENT CORPORATIONS PROPOSALS FOR THE 
SSI LAND – FUNDING AND DELIVERABILITY 

3.1 In this section, I set out my comments in respect of funding and deliverability in response to the 

proofs of evidence submitted by the Development Corporation. It is clear that the Development 

Corporation’s funding proposals are not sound such that they cannot demonstrate that their 

scheme is deliverable.  In providing my evidence I have broadly followed the same structure as set 

out at Appendix 3B of Mr Macdonald’s evidence and adopted the following headings:  

 Investment Fund Income – Rental (paragraph 3.2); 

 Investment Fund Income; 

 Business Rates income (paragraph 3.87); 

 Service Charge income (paragraph 3.96); 

 Scrap Value income (paragraph 3.101); 

 Delivery Cost Estimate (paragraph 3.106); 

 Compensation Estimates (paragraph 3.115); 

 Public Regeneration Funding (paragraph 3.118); 

 Assessment of IRR (paragraph 3.141); 

 Available Private Sector Funding (paragraph 3.174); 

 Conclusions. 

Investment Fund Income - Rental Income 

3.2 Mr Macdonald and Mr Aylward-Mills have relied upon the advice of Mr Dodds Brown in assessing 

the potential rental income to be generated by the Development Corporation’s scheme. This rental 

estimate is stated to have been reviewed by Avison Young. Even though this estimate would appear 

to total £978,481,0003 (excluding inflation) which is significant, the Development Corporation have 

declined to provide any evidence in support of this calculation as they are of the opinion that these 

                                                             
 
 
3 Row 15 Appendix 3B STDC 3/3 
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calculations are commercially sensitive, “…as its disclosure may jeopardise future negotiations 

between SDTC and investors.4”  

3.3 However, Mr Macdonald has set out the assumed rental income at Appendix 3b of his evidence 

where, by comparing row 15 with row 12 it is possible to work out exactly what rates have been 

applied. In this context he has applied £7,520 per acre in 2021/22 which increases to £15,000 per 

acre in 2022/23 and continues to grow year on year reaching £20,775 per acre in 2026/27 then 

£25,163 per acre in 2032/33 and £30,161 per acre in 2042/43. In addition, he has assumed that the 

scheme will be fully let in 2029/30 i.e. 10 years from now.  

3.4 In this context I have reproduced the cash flow detailed at Appendix 3b of Mr Macdonald’s Evidence 

(i.e. excluding inflation) and have provided a version that calculates the rates assumed by Mr 

Macdonald referred to above. These calculations are detailed at row 2A of the spreadsheet at 

Appendix 13.  

3.5 I accept that there is an expectation that rental values would increase over time in accordance with 

historic performance and inflation. However, it is incorrect to take account of rental growth within 

a cash flow without also taking account of increases in construction costs whether that be through 

inflation generally or increases in the price of raw materials, labour and insurance. A failure to do 

so will result in a completely misleading analysis that exaggerates income relative to outgoings. 

3.6 In this context, Mr Macdonald’s Appendix 3a assumes growth in rental values with the knock-on 

effect that he therefore also assumes growth in rates income as this has been calculated by 

reference to the overall rent. However, he has not taken any account of increases in costs and has 

solely relied upon historic costs with no adjustment to bring them up to current day prices and/or 

project over the life of the scheme. As such, this spreadsheet is fundamentally flawed. 

3.7 I accept that Mr Macdonald has, at Appendix 3b, applied annual inflation of 2.5% but the problem 

with this is that he has applied inflation to the rent and rates income adopted in Appendix 3a 

although those numbers already account for growth. He has therefore double counted and 

exaggerated the quantum of income relative to cost. This error has been followed by Mr Aylward-

Mills who has relied upon these flawed cash flows in calculating the IRR and attractiveness of the 

Development Corporation’s scheme to private lenders. 

                                                             
 
 
4 For example see paragraph 6.11 Evidence of Mr Aylward-Mills  
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3.8 However, in this section of my evidence I am only concerned with the extent to which there is 

sufficient demand to generate the rental income that has been assumed by Mr Macdonald both in 

terms of the quantum of rent and the anticipated timescales of securing income. 

3.9 In this context I note that Mr Gilfillan has been instructed by the Development Corporation  to 

“…undertake an assessment of end-user market demand for the STDC area…” but he does not 

provide any evidence as to what terms he considers might be achievable in the market as a result 

of his investigations.  

3.10 In my opinion, it is necessary to consider the likely demand for a site in order to form a view as to 

the likely terms that would be agreed. As such, it is not possible to divorce an assessment of the 

likely achievable rents and values as assessed by Dodds Brown and Avison Young from the 

assessment of market demand by Mr Gilfillan as, without demand, the rental income will not be 

secured in the volume and timescales estimated by Dodds Brown and Avison Young. 

3.11 In the absence of any evidence from Dodds Brown and Avison Young to justify their rates per acre, 

as highlighted in my spreadsheet as attached at Appendix 13, I am therefore only able to assess the 

evidence provided by Mr Gilfillan and, in light of that evidence, draw conclusions as to the reliability, 

or otherwise of the assumptions adopted by the Development Corporation in that regard.  

3.12 I set out my comments in respect of end-users at paragraphs 7.47 to 7.58 of my first proof of 

evidence wherein, on the basis of the evidence provided by the Development Corporation Board 

minutes I concluded that “…whilst the Development Corporation has been discussing development 

with a number of parties, it has had limited success in respect of the Order land, other than in respect 

of the Able UK Limited scheme which, whilst located on land within the Order does not require the 

SSI Land. As I have already set out, the Portnex, Petcol and Phoenix Services could all come forward 

without the intervention of the Development Corporation as it simply re-uses the existing 

structures.”  

3.13 I now comment on the further evidence provide by Mr Gilfillan providing clarification and 

commentary as to my understanding of the factual position based upon the evidence of the 

Development Corporation’s Board Meeting minutes. In responding to Mr Gilfillan, I have also 

adopted his section headings as follows. 
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Enquiries Already Received for the STDC Area5 

3.14 I note that, at paragraph 6.4 Mr Gilfillan comments that if all the enquiries he has listed were taken 

up, this would “…result in the development of over 1,000 acres (405 ha) of land. In area terms this 

figure would effectively absorb more than two-thirds of the land already directly controlled by 

STDC…” As I point out within my evidence and re-iterate below, it is far from the case that all the 

enquiries will result in take-ups of land and any assumption that the Development Corporation can 

secure developers and end-users to the extent suggested by Mr Gilfillan is not supported by the 

actual evidence of the market.  

3.15 As I confirm at paragraph 7.52 of my evidence, the only development on the Order lands that is 

close to being confirmed (as far as I am aware, having read the Development Corporation Board 

Papers and the evidence to the Inquiry) comprises that of Able UK Limited who are proposing to 

take land located within the South Bank Enterprise Zone. However, it appears that the conclusion 

of terms is dependent upon the cooperation of PD Ports who are excluded from the Order such 

that their non-cooperation would comprise an impediment to the delivery of this scheme. In the 

absence of any evidence that such co-operation is imminent it appears that implementation of this 

scheme may be delayed. Mr Gilfillan does not name Able UK Limited, but it appears that paragraphs 

6.17 to 6.19 of his evidence are describing the same project. None of his comments provide new 

information and I stand by my previous comments and conclusions in this regard.  

3.16 Mr Gilfillan refers, at paragraphs 6.12 to 6.15, to demand for a Clean Gas Project that would use 

land on a 124-acre site within the North Industrial Zone. He then comments, at paragraphs 6.22 

and 6.23 that “In addition to the Clean Gas Project (which includes an element of CCUS,) STDC has 

received approaches from investors interested in establishing energy storage facilities on South 

Tees. The first of these, to be operated by Net Zero Teesside…”  

3.17 He is therefore giving the impression that the Clean Gas Project and Net Zero Teesside are two 

different projects both of which will require land. However, it is the case that  Clean Gas, Net Zero 

Teesside, Teesside Cluster and OGCI are all different names for the same project which will be 

promoted by means of a Development Consent Order completely separate to the current Order 

proceedings. As such, there is in fact only one project and, if that project does come forward, it can  

                                                             
 
 
5 Section 6 pages 13 to 19 of Mr Gilfillan’s Evidence STDC 5/2  
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be delivered through the Development Consent Order process and so does not require the 

confirmation of this Order.  

3.18 In this context I have been provided with a note on this point by Rapleys LLP which confirms the 

position in respect of the naming of this project, together with a brief history and description, and 

is attached at Appendix 14.  

3.19 I have also attached a plan that superimposes the proposed DCO application site boundary of this 

scheme, as currently proposed, with the Order boundary in order to illustrate the point that this 

scheme requires land and rights outside of the Order boundary and the Order will therefore be of 

no assistance in this regard. This plan is attached at Appendix 15.  

3.20 Reference is made by Mr Gilfillan, at paragraph 6.24 to a “…very large scale battery storage project. 

It would realise up to 100MW of storage capacity…” He does not provide an estimate as to how 

much land would be required to accommodate this demand, assuming such demand existed, but 

my DWD colleagues have previously provided advice to the Thai Banks on accommodating such 

development on the SSI Land and the land requirement for a scheme such as this would not exceed 

2.47 acres (1 hectare).  

3.21 As such, the land requirement is extremely small such that it could easily be accommodated on the 

Development Corporation’s land. It is also interesting to note that no reference to any demand for 

such use has been recorded in the Development Corporation Board minutes as far as I am aware. 

3.22 Mr Gilfillan then refers to the “Hydrogen Economy” at paragraphs 6.26 to 6.27 of his evidence which 

appears to relate to the Hydrail interest referred to at paragraph 7.54 of my evidence. In this 

context, I am aware from the Development Corporation Board minutes dated 30 January 2019 that 

“JM [John McNicholas] advised that this is a proposed hydrogen train fuelling and maintenance 

project. The Hydrail team includes Arriva and others and they have been looking at sites and are 

keen on South Tees because of our existing facilities, including the local shed, (an SSI asset on British 

Steel land). This is still in early stages but is in line with the Master Plan. Further alignment with 

RCBC and TVCA is required.6”   

3.23 There is no further reference to this interest in any of the subsequent minutes and I am confident 

that there would have been if this project had gone beyond an initial discussion. In any event, this 

merely requires a re-use of the existing facilities rather than a redevelopment. In these 

                                                             
 
 
6 Paragraph 7.8 Development Corporation Board Minutes 30 January 2019 page 285 of my Appendix 6  
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circumstances, a proposed re-use of the existing premises outside of the comprehensive 

redevelopment proposals being promoted by the Development Corporation does not constitute 

development justifying the exercise of compulsory purchase powers.  

3.24 With regard to the Subsea Power Transmission Cable Manufacture (ASC) interest referred to by Mr 

Gilfillan at paragraphs 6.28 to 6.31 of his evidence, the actual position is that it was intended to be 

located on the RBT land and, according to the Development Corporation Board Meeting dated 28 

November 2018 “RBT have agreed to site the project on their land and it was noted that Port 

charges at South Tees are considerably less than on other sites. There is a further meeting on 

5/12/18 with ASC and RBT7.” 

3.25 The minutes of the Development Corporation’s Board Meeting held on 30 January 2019 minutes 

then recorded “JM [John McNicholas] confirmed there is a meeting with PD/RBT on 5.3.19 to 

explore the marine solution. Andrew Hodgson, as Chair of NELEP, has written to Greg Clarke 

indicating that if CFD’s cannot be sorted the risk is the project goes to Norway and the factory will 

be built in Poland. TS advised that BEIS is aware of the letter and a meeting was held last night but 

no report has emerged as yet”8. 

3.26 There is no further reference to this project within subsequent Development Corporation Board 

Meeting minutes and I am not aware of any proposed terms. In addition, whilst RBT Ltd have 

entered into various agreements, as set out at paragraph 8.9 of my Evidence, no agreement has 

been entered into with ASC. In any event this interest is not relevant as it relates to land outside of 

the Order lands and is not reliant upon the intervention of the Development Corporation nor the 

implementation of compulsory purchase powers pursuant to the proposed Order.  

3.27 It appears, from the description provided by Mr Gilfillan, that he is referring, at paragraphs 6.32 to 

6.35 of his evidence, to the PMAC Energy scheme which is described on their website9  as “A new 

25 acre waste-to-energy plant to regenerate Redcar.” However, Mr Gilfillan omits to mention that 

this scheme is located on the RBT site which is outside of the Order lands. As such, this interest, in 

common with the MGT Power and Sirius Minerals Ltd schemes is not located on land within the 

                                                             
 
 
7 Paragraph 7.4 of Development Corporation Board Minutes 28 November 2018 page 233 Appendix 6 of my 
evidence 
8 Paragraph 7.5 Development Corporation Board Meeting minutes 30 January 2019 page 285 Appendix 6 of my 
evidence 
9 https://www.pmacenergy.co.uk/  

https://www.pmacenergy.co.uk/
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Order and can be delivered regardless as to whether or not the Development Corporation secure 

the Order. 

3.28 I am unable to comment at length in respect of paragraph 6.35 of Mr Gilfillan’s evidence as he 

doesn’t provide any details. At best his comments are therefore vague speculation. However, I do 

note that he refers to “excellent transport connections, including deep-sea port facilities” by which 

I assume that he is referring to RBT Ltd land and/or PD Ports, both of which are outside of the Order 

and may, by the time of the Inquiry, be wholly controlled by the Thai Banks. As such, this does not 

demonstrate demand for occupation of the land included within the Order.  

3.29 Mr Gilfillan, again, does not provide sufficient detail to enable me to identify the alleged interest 

from metals processing operators at paragraphs 6.37 to 6.39. However, I note from the 

Development Corporation Board Meeting minutes that the latest position in respect of the stated 

interest in this sector is as follows: 

Metalysis – “DA confirmed that there is meeting scheduled with TVCA on 13.2.19 — to better 

understand the finances. JG confirmed that Metalysis is a business that is very interesting to us 

locally and nationally. It is an early stage business without enough cash to progress and we are 

investigating their financial situation.10” No further interest and/or progress in discussions is 

recorded in subsequent Board minutes.  

Tees Aluminium – “JM advised that there is nothing more to update on this project other than to 

advise that we are no longer required to have investors signed up to acquire the £14m for the Prairie 

site. SJ requested a copy of the drawings showing the Phase 1 infrastructure for the Prairie site.11” 

No further interest and/or progress in discussions is recorded in subsequent Board minutes. 

JSW (JSW Steel Ltd) – “…reported verbally after their due diligence that they realised they were 

underfunding the project which would need around £1.5bn investment and around 2,500 people, 

including provision of a mill. They have advised that they will submit a written proposal, week 

commencing 29 January, but this is awaiting endorsement by their Board and their Banks. It appears 

that they are proposing £350m capex and the remainder (£1.1bn) as bank debt. It was noted that 

Anand has some concerns about whether or not this is feasible. Further discussion will continue over 

                                                             
 
 
10 See paragraph 7.3 Development Corporation Board Meeting 30 January 2019 minutes page 284 Appendix 6 of 
my evidence 
11 See paragraph 7.2 Development Corporation Board Meeting 30 January 2019 minutes page 284 Appendix 6 of 
my evidence 
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coming months… … Steve is seeking to press Liberty through a conversation with Jay Hambro. Board 

members noted that the Liberty proposal is for clean energy and future proofing rather than the 

exact opposite which is where the JSW project sits12.” There is no further record within the 

Development Corporation Board Meeting minutes of further discussions or progress being made.  

Liberty Steel – “…rumours around Liberty withdrawing due to “BEIS prevarication…”13 and 

“…discussions are ongoing and Liberty may release their business case/model to us, for STDC to then 

look for other potential investors.”14 There is no further record of any discussions or progress being 

made and no further indication of such discussions being a priority.  

3.30 I accept that it is entirely possible that Mr Gilfillan is referring to different interest than that 

recorded within the Board minutes as provided to the Thai Banks by the Development Corporation 

but, if that interest has not been recorded as having been discussed at Board level the implication 

has to be, in the absence of any evidence from Mr Gilfillan to the contrary, that the discussions with 

the Development Corporation are not sufficiently advanced to warrant being discussed at Board 

level. 

3.31 It is important to stress that, whilst the Development Corporation has not been able to secure any 

committed interest in either metals processing or steelmaking, there have been active discussions, 

assisted by SSI, with Jingye as set out within the evidence of Mr Melhuish-Hancock. As such, it is 

clear from the available evidence that the prospect of returning steelmaking to the SSI Land and 

Redcar is most likely to be secured by allowing the Thai Banks to retain control and for those 

negotiations to continue rather than allowing the Development Corporation to take ownership of 

the SSI Land and take over negotiations. In this context, the involvement of the Development 

Corporation is more likely to hinder than assist in such discussions.  

3.32 Whilst Mr Gilfillan does not identify the party he is referring to at paragraph 6.40 of his evidence, it 

appears from the information that has been provided that he is referring to Albion Steel. In this 

context the last time that this proposal was discussed at Board level was on the 27 March 2019. 

The minutes of that meeting state: 

“DA advised that positive discussions are underway around creation of a steel melting and finishing 

facility and manufacture of hot dipped galvanised coil which is used in the construction industry. 

                                                             
 
 
12 See paragraph 6.2 Development Corporation Board Meeting 24 January 2018 minutes page 52 Appendix 6  
13 See paragraph 5.4 Development Corporation Board Meeting 25 July 2018 minutes page 166 Appendix 6  
14 See paragraph 7.1.1 Development Corporation Board Meeti ng 26 September 2018 minutes page 191 Appendix 6 
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They had originally been looking at Wilton but are keen to explore opportunities within STDC 

footprint. This can be a noisy process and has a demanding electrical profile. DA confirmed a 

proposal has been put together for 90 acres on the Prairie site and another option is part of the Coil 

Plate Mill. Albion are coming to site in March with a larger team. PB confirmed that he is in contact 

with Sembcorp and has made them aware and he noted that the STDC site is a private wire site and 

Wilton is not.15” and “DA advised that we had a positive meeting on 15th March and this project is 

seen as a partnership with TVCA. Albion are exploring how they can work with us and persuade 

NUCOR (their US partner) to come to Tees Valley. Albion are Brexit agnostic but NUCOR CEO wants 

further clarity on Brexit before making a decision. There is a UK market for their product and they 

require a site of around 90 acres.16” 

3.33 There is no further reference within subsequent Board minutes to any further discussions but, in 

any event, neither the Prairie nor Coil Plate Mill sites are located on the SSI Land. These comments 

therefore relate to land that is already owned by the Development Corporation. such that 

compulsory purchase powers would not be required, and the SSI Land would not need to be 

included within the Order in order to accommodate this requirement. 

3.34 On a similar theme, Mr Gilfillan refers, at paragraphs 6.41 to interest in “…repurposing the former 

SSI Sinter Plant at Redcar as a rotary hearth furnace.” Whilst he does not identify the interested 

party it would appear from the Board Minutes that he is referring to Petcol and/or Phoenix Services.  

3.35 The latest position in respect of Petcol is set out in the Development Corporation Board Meeting 

dated 30 January 2019 minutes which states “DA confirmed that there have been a number of 

discussions about this project to repurpose the Sinter Plant. We will have a better understanding of 

next steps after a meeting on 6.2.19. MPI’s view is that there is more work to do to test the market 

and seek a partner. Petcol has advised that they would like STDC as a partner to develop this. BH 

advised that this is an SSI asset to consider. It was agreed that DA would produce a note on the key 

principles of the project and the opportunity it presents. 17” No further mention of this project 

appears in subsequent Board minutes. 

                                                             
 
 
15 See paragraph 7.4 Development Corporation Board Meeting 30 January 2019 minutes page 284 Appendix 6 of 
my evidence 
16 See paragraph 7.5 Development Corporation Board Meeting 27 March 2019 minutes page 303 Appendix 6 of my 
evidence 
17 See paragraph 7.9 Development Corporation Board Meeting 30 January 2019 minutes page 285 Appendix 6 of 
my evidence  
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3.36 With regard to Phoenix Services the Development Corporation Board Meeting dated 27 March 2019 

Meeting minutes state that “PB advised that this company has Chinese backers with a project linked 

to repurposing the Sinter Plant for the SLEMS material. They want to build a Rotary Hearth Furnace 

near to the SLEMS to reprocess the material from STDC/Port Talbot/Scunthorpe SLEMs. They have 

been asked to produce a proposal. It was noted that we do not wish to pay a gate fee to have our 

SLEMS material reprocessed and that there is potential land value uplift for that area18.” 

3.37 There is no further reference to this interest within subsequent Board Meeting minutes.  

3.38 In both the Petcol and Phoenix Services cases the interest, if it was to be pursued, which remains 

doubtful based on the lack of any further updates within the Development Corporation Board 

Meeting minutes, would require the re-use of existing facilities on the SSI Land. As such, these uses 

do not comprise development requiring intervention by the Development Corporation nor the 

exercise of compulsory purchase powers pursuant to the Order.  

3.39 From the details provided by Mr Gilfillan at paragraph 6.42 of his evidence I am of the opinion that 

he is referring to the Portnex proposals. I address this opportunity at paragraphs 6.26 to 6.30 of my 

evidence where I explain that this simply re-uses existing SSI assets and part of RBT such that the 

proposals could come forward without any intervention by the Development Corporation or need 

to exercise compulsory purchase powers if they engaged with the Thai Banks.  

3.40 In any event, I note from the Development Corporation Board Meeting 27 March 2019 minutes that 

Heads of Terms were issued in the week commencing 18 March 201919 but there is no record within 

subsequent minutes that the matter has progressed further. It therefore appears that this 

opportunity has, in any event, stalled.   

3.41 Mr Gilfillan states, at paragraph 6.44 that “STDC has reached agreement with Sirius Minerals 

through Head of Terms and then an Option for Lease for a further 40 acres (16ha) of land on the 

North Industrial Zone, for expansion… …Export will be via ship from Redcar Bulk Terminal, with 

whom Sirius has signed contracts for storage and port handling.”  Mr Gilfillan does not provide 

details of the terms of this Option nor has he attached a copy to his evidence. However, in referring 

to the North Industrial Zone he can only be referring to the RBT site or Plots 1, 2 and/or 3 which 

comprise SSI Land.  

                                                             
 
 
18 Paragraph 7.6 Page 303 Appendix 6 of my evidence  
19 Paragraph 7.1 Page 301 Appendix 6 of my evidence  
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3.42 However, the Thai Banks are aware, as set out at paragraph 8.9 of my evidence, that RBT Ltd have 

entered into a LTA protected lease with York Potash Limited and Sirius Minerals Plc on 10 June 2019 

having previously entered into a Materials Handling Agreement dated July 2018. As such, this 

scheme will happen regardless as to whether the Order is confirmed and without the intervention 

of the Development Corporation. Furthermore, this development will, if implemented, be on land 

owned by RBT Ltd that is outside of the Order lands.  

3.43 I am unable to identify the interest detailed by Mr Gilfillan at paragraph 6.46 of his evidence. 

However, I note that he refers to the Coil Plate Mill which does not comprise part of the SSI site 

and, I presume, therefore lies on land outside of the SSI Land. He does not provide any evidence 

that this interest has progressed. 

3.44 Again, Mr Gilfillan does not identify who he is referring to at paragraph 6.48 but he does refer to 

the Central Industrial Zone. However, he fails to mention that, with the exception of the Medical 

Centre, Iron Granulation and Loco Repair shed, as described at paragraphs 4.32 to 4. 36 of my 

evidence, the entirety of the Central Industrial Zone is excluded from the Order.  

3.45 In this context I have attached the plan detailed at page 121 of the Master Plan which clearly 

identifies the extent of the Central Industrial Zone at Appendix 16.  

3.46 Unless these proposals intend to reuse the existing facilities as they currently exist, which would 

not justify the exercise of compulsory purchase powers, these schemes are not deliverable due to 

the entirety of the Central Industrial Zone, other than the identified SSI Land parcels, being excluded 

from the proposed Order. In the event that these proposals do not require additional adjoining 

land, it is the case that their deliverability does not require the Development Corporation to act as 

the “middleman”. As such, they do not depend upon confirmation of the Order.  

3.47 Mr Gilfillan refers at paragraph 6.52 to interest from “…a number of parties interested in the existing 

Data Centre facility adjacent to Steel House. Whilst there have as yet been no firm proposals we 

understand that there is significant interest.” In the first instance it is important to clarify that the 

Data Centre facility is an integral part of Steel House and, due to the configuration of the building,  

cannot be easily occupied as a separate entity.  

3.48 In addition, it is contradictory for the Development Corporation to be running an argument, on one 

hand, that they need compulsory purchase powers on the grounds that they need to deliver 

comprehensive development and the fragmented nature of ownership prevents this, only to be 

seeking, on the other hand, occupiers that will necessitate maintaining the buildings as they 

currently exist. Either fragmentation is an issue, in which case the Development Corporation should 
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have included the adjoining land and reject occupier interest for the buildings as they exist, or it 

isn’t an issue in which case the argument of comprehensive development being impeded by the 

current layout, is not sustainable in this regard.   Furthermore, compulsory purchase powers are 

not justified merely to secure a change of ownership. As such, notwithstanding that there is no 

evidence that such interest actually exists, it is my opinion that this interest demonstrates that the 

Order is not justified. 

3.49 There is no reference, that I am aware of, within any of the Development Corporation Board 

Meeting minutes to interest in connection with electric vehicle development as referred to by Mr 

Gilfillan at paragraph 6.54. However, in any event, if this interest does exist, it would appear from 

his comments that it only requires 15-20 acres such that it could easily be accommodated on the 

land already under the control of the Development Corporation. 

3.50 Similarly, he has not provided any information in respect of the suggested interest from Cushman 

and Wakefield in connection with an energy-based project as referred to at paragraph 6.55 of his 

evidence. From his description of the discussions it is clear that the interest is only information 

gathering at this stage and, bearing in mind the land requirement and the proposed energy use, it 

is likely that the promoter of the proposed scheme, once identified, may benefit from the ability to 

obtain a Development Consent Order. As such, this does not provide evidence of demand for a use 

that requires the intervention of the Development Corporation nor justification for the 

confirmation of the proposed Order.   

3.51 Mr Gilfillan’s comments at paragraphs 6.57 to 6.59 in respect of the delivery of the MGT Power and 

Sirius Minerals schemes need to be set in context. As I have commented at paragraphs7.47 to 7.49 

of my evidence these schemes are on land that is outside of the Order lands and do not need the 

intervention of the Development Corporation nor the exercise of any compulsory purchase powers. 

It is therefore entirely inappropriate for Mr Gilfillan to attempt to link these schemes to the 

proposed Order. 

3.52 Having considered the evidence provided by Mr Gilfillan, I conclude that he does not identify any 

committed user demand for occupation of the Order lands that can only come forward if the 

Development Corporation is granted compulsory purchaser powers.  

Evidence of Demand for Other Manufacturing Parks 

3.53 Mr Gilfillan’s evidence purports to demonstrate that the Development Corporation will be able to 

deliver successful development and satisfy demand that will, in turn, generate rate income to fund 

the Development Corporation’s proposals. However, having reviewed his evidence, it is actually the 
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case that it underlines the need for private sector development involvement, which is currently 

lacking in the Development Corporations’ proposals and that a particular feature of successful 

development is the use of Enterprise Zone incentives. However, the Development Corporation are 

unable to offer these incentives to occupiers as the rate income that would be lost is needed to 

fund the Development Corporation’s scheme and assist with the securing of additional private and 

public sector funding. 

3.54  Mr Gilfillan therefore provides solid evidence that the Development Corporation are pursuing a 

model that is contrary to that adopted by successful developments and there is no evidence that 

the Development Corporation can reconcile the conflict between needing to retain rates income 

and incentivising occupiers to choose the Order lands in preference to competing sites. In the 

absence of Mr Gilfillan providing any evidence to the contrary it is apparent that the Development 

Corporation cannot overcome this difficulty even before any regard is had to the lack of any private 

sector development partners. 

3.55 This is an important point, as the Development Corporation has not satisfied the requirement to 

demonstrate that there exists a realistic prospect of their scheme being delivered.  In addition, the 

Development Corporation’s proposed use of Order powers would prevent the delivery of 

development for a use that can only be delivered on the Order lands and is subject to any potential 

for relocating elsewhere. In addition, such development would not be dependent upon the 

generation of rates income to deliver their scheme and do not require incentives.  

3.56 It is therefore clear that, on balance, the evidence of Mr Gilfillan further confirms that the 

Development Corporation cannot demonstrate that their scheme is deliverable in light of the 

significant lack of funding and identified end-users.  

3.57 In this context, at section 7 of his report Mr Gilfillan refers to 8 developments which he considers 

provides evidence of “… strong level of demand for premises and sites from manufacturers based 

on take up and commitments from end users at other manufacturing park developments in the 

UK…”20 

3.58 Of these 8 developments, only Bro Tathan Park (St Athan), Samlesbury Aerospace Enterprise Zone 

and Gateway 36 Enterprise Zone were delivered, according to Mr Gilfillan’s evidence, without 

private sector developer expertise. In addition, all of these schemes can be differentiated from the 

                                                             
 
 
20 Paragraph 7.9 of Mr Gilfillan’s evidence 
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Development Corporation’s proposed scheme in that they benefit from Enterprise Zone 

designation21 such that occupiers receive certain benefits including rates relief. It follows that these 

schemes were not, therefore, dependent upon rates income for their delivery.    

3.59 In contrast to these schemes, the Development Corporation are heavily reliant upon rates income 

such that, unlike all the schemes referred to by Mr Gilfillan, occupiers of the Development 

Corporation’s scheme will not benefit from Enterprise Zone benefits in this regard. However, Mr 

Gilfillan’s evidence does not seek to reconcile the obvious point that occupiers of his “comparable” 

schemes receive the benefits of Enterprise Zone status whereas prospective occupiers of the 

Development Corporation’s proposed scheme will not. 

3.60 In this context, Mr Gilfillan also disregards more local schemes including the Blyth Estuary and North 

Bank of the Tyne Enterprise Zones which focus on supporting businesses linked to offshore energy 

and marine engineering. Bearing in mind that the Development Corporation want to attract such 

uses to the Order lands, it would be expected that the ability of the Development Corporation to 

compete with these sites in the absence of Enterprise Zone status would be a key factor for Mr 

Gilfillan to consider.  

3.61 Similarly, the A19 Corridor Enterprise Zone comprises “…the UK’s first designated area for Ultra 

Low Carbon Vehicles and advanced manufacturing22” but, bearing in mind that Mr Gilfillan refers 

to a proposal for electrical vehicle development at paragraph 6.54 of his evidence, it is unclear as 

to whether he has given any consideration to the Development Corporation’s ability to persuade 

such businesses to locate within the Order Lands rather than within the A19 Corridor Enterprise 

Zone and, in doing so, receive the associated benefits of Enterprise Zone designation.  

3.62 The most local example of a development that has benefitted from Enterprise Zone status is, of 

course, Wilton International which is located directly opposite the New British Steel site on the 

eastern side of the Trunk Road. However, Mr Gilfillan does not mention this scheme either. It 

therefore appears that no regard has been had to the existing offers in the market to business by 

schemes in the immediate and wider locality that are able to offer financial incentives to 

businesses. 

3.63 I have attached a copy of the current Wilton International Enterprise Zone plan at Appendix 17.  

                                                             
 
 
21 https://enterprisezones.communities.gov.uk/enterprise-zone-finder/ 
22 https://enterprisezones.communities.gov.uk/enterprise-zone-finder/north-east-enterprise-zone/  

https://enterprisezones.communities.gov.uk/enterprise-zone-finder/
https://enterprisezones.communities.gov.uk/enterprise-zone-finder/north-east-enterprise-zone/
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3.64 With regard to the sites that have been referred to by Mr Gilfillan I note that the St Athan site 

comprises part of the former Ministry of Defence site, but he fails to mention that it benefits from 

Enterprise Zone status. In addition, whilst Mr Gilfillan estimates the size of the estate as 200 acres 

it is important to understand that the Aston Martin Car requirement, which he lists as the only 

occupier, is reported in the press as only requiring 90 acres. There is therefore an additional 110 

acres which Mr Gilfillan does not account for.  In addition, as the name suggests, the Samlesbury 

development also benefits from Enterprise Zone status.  

3.65 Whilst Mr Gilfillan refers to Gateway 36 Enterprise Zone, Goole as being developed by East Riding 

of Yorkshire Council and Homes England, it is described in the following terms on the Sterling 

Capitol Plc website23: 

“Capitol Park Goole, situated by Junction 36 of the M62, has been in the ownership of Sterling 

Capitol for the past 15 years. As an integral part of the development, a new by-pass road through 

the site has been built, providing a link between the M62 and the port of Goole.  

The whole 300-acre site is currently the home of high-profile occupiers such as Tesco, Guardian Glass 

and Drax, while planning consent for design and build development opportunities has been granted 

by the East Riding of Yorkshire Council. 

Capitol Park Goole is part of the Humber Enterprise Zone and benefits from Enhanced Capital 

Allowances, meaning a business can invest in plant and machinery and set 100 per cent of the cost 

of assets against annual taxable profits.” 

3.66 Companies House record that  Sterling Capital Plc was incorporated on 2 April 2007 and planning 

application ref:08/01710/STOUTE, which appears to be the earliest application recorded on the LPA 

planning portal in respect of this development, was jointly submitted by Sterling Capitol Goole 

Limited and Homes and Communities Agency on 26 March 2008. This application was for “  Outline 

- Mixed B1, B2 and B8 employment development, Hotel, Class A3, A4 and A5 facilities, Car 

Showrooms and associated landscaping and engineering works.” 

3.67 As such, it is clear that this scheme was, from at least as early as the planning application submission 

stage, delivered in partnership with the private sector who, as far as I can tell, own the land and 

was not, as would appear from Mr Gilfillan’s evidence, wholly delivered by the public sector. In 

                                                             
 
 
23 http://www.sterlingcapitol.co.uk/our-developments/capitol-park-goole/ 

http://www.sterlingcapitol.co.uk/our-developments/capitol-park-goole/
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addition, this scheme benefited from Enterprise Zone status. This is therefore not comparable to 

the Development Corporation’s scheme.   

3.68 On the same point the MTC Anstey Park scheme was delivered by a partnership of University of 

Birmingham, The Welding Institute, Loughborough University and the University of Nottingham24.  

The development being brought forward on that site is therefore educational led rather than 

industrial. As such, this scheme also isn’t comparable. 

3.69 Mr Gilfillan identifies that the remaining schemes have been delivered in partnership with, or 

supported by, private sector developers. However, the Development Corporation does not appear 

to have approached any private sector developers to deliver a comprehensive scheme and appears 

to be seeking to deliver development by itself but in reliance on private sector funding alongside 

rating income and public sector funding. As such, Mr Gilfillan is not comparing like with like in 

presenting these schemes for consideration as the model of delivery proposed by the Development 

Corporation is completely different. 

3.70 In addition, seven of these schemes range in size from 100 acres (AMP/AMID) to 370 acres (IAMP) 

with only the Green Port scheme being stated by Mr Gilfillan as being significantly larger at 1,235 

acres although, having reviewed the online details25, I am unclear as to what Mr Gilfillan is including 

as the actual areas of the Alexandra and QE North Docks within which the Siemens site is located, 

are significantly smaller at 23.5 and 12 acres respectively. It is therefore apparent that the 

Development Corporation’s proposals are an entirely different order of scale to those being put 

forward by Mr Gilfillan for comparison. 

3.71 As such, Mr Gilfillan has not provided any comparable evidence of similar schemes to that proposed 

by the Development Corporation but merely confirmed that significantly smaller successful public 

sector delivered schemes have benefitted from Enterprise Zone designations.  

3.72 Mr Gilfillan has therefore not produced any evidence of projects similar to the Development 

Corporation’s proposals in use and/or scale, and has not demonstrated that the Development 

Corporation can attract private sector developer assistance nor that comprehensive development  

by either the private or public sector can come forward without Enterprise Zone incentives.  

                                                             
 
 
24 http://www.anstypark.co.uk/MTC 
25 https://www.humberlep.org/wp-content/uploads/2015/03/Humber-Enterprise-Zones-AH-Digital-
Brochure-With-Links2.pdf 

http://www.anstypark.co.uk/MTC
https://www.humberlep.org/wp-content/uploads/2015/03/Humber-Enterprise-Zones-AH-Digital-Brochure-With-Links2.pdf
https://www.humberlep.org/wp-content/uploads/2015/03/Humber-Enterprise-Zones-AH-Digital-Brochure-With-Links2.pdf
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3.73 In this context, the Development Corporation face a significant problem in that they are relying on 

receiving business rate income in the order of £142,552,00026 (prior to inflation) which would be 

lost if they were forced to adopt Enterprise Zone status in order to entice end users. On the basis 

that there is currently an evident a paucity of interest Mr Gilfillan has not explained how he 

anticipates generating interest without being able to utilize Enterprise Zone incentives to persuade 

occupiers to locate on the Order lands in preference to the alternative sites.  

3.74 It is therefore the case that Mr Gilfillan has provided evidence that significantly smaller 

development sites can be successful with the benefits of Enterprise Zone designation. He has also 

demonstrated that, with the exception of the Welsh Government scheme on former Ministry of 

Defence land at St Athan and the Salmesbury scheme, successful industrial manufacturing 

development involves the private sector. 

3.75 However, the scheme being promoted by the Development Corporation is of an entirely different 

scale being significantly larger than any of the schemes referred to by Mr Gilfillan, all of which 

benefit from Enterprise Zone status, does not currently benefit from private sector involvement, 

and has to compete with local Enterprise Zone areas at Wilton International, A19 Corridor,  Blyth 

Estuary and North Bank of the Tyne.  

3.76 It is therefore my opinion that all the evidence demonstrates that the Development Corporation’s 

business plan is not realistic, unless it offers incentives to businesses it will not receive rental and 

sale income to assist with its delivery costs.   However, in order to do so, it will have to forgo the 

rating income which is an essential component its funding assumptions. It is therefore clear that 

the Development Corporation’s plan is not deliverable.   

3.77 In contrast, the Thai Banks and/or SSI are seeking to deliver development that is not dependent 

upon rates income. It will also not be in competition with the other Enterprise Zone areas listed 

above and will provide a complementary use to the locality.  

Evidence of Demand from Manufacturing-Led Inward Investment into the UK 

3.78 The evidence provided by Mr Gilfillan at paragraph 8.3 appears to suggest that, because there has 

been previous need elsewhere there will be new need in Redcar and that it will be of the orders of 

magnitude that the Development Corporation’s business plan relies on. This approach ignores the 

obvious point that past performance does not indicate future performance and that it is entirely 

                                                             
 
 
26 See row 16 Appendix 3B STDC 3/3 (Mr Macdonald) 
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possible that these sites have already fully absorbed all the demand such that there is no more 

demand available. As such, this table does not prove anything other than an interesting record of 

previous investment. 

3.79 In this context I do accept that there is demand for offshore wind farm related development as this 

is clearly evidenced by the actual demand of Able UK Limited albeit, it remains to be seen whether 

PD Ports provide the necessary consents in a timely manner. This is new demand that does not 

appear on any of the sites listed at Table 2. In addition, the Thai Banks and SSI have, themselves, 

been in negotiations with prospective wind-farm industry operators as referred to at paragraph 

8.28 of my proof of evidence. This merely confirms that such demand exists and could be delivered 

regardless as to whether or not the Development Corporation intervenes.  

3.80 However, the reference at paragraph 8.6 to the Hitachi Trains site does not mean that there would 

be similar demand for such use on the Order lands. In any event, whilst Mr Gilfillan uses this interest 

as a comparison with the Central Industrial Zone he fails to mention that the Hitachi site reportedly 

extends to 31.5 acres whereas the largest available site on the Central Industrial Zone comprises 

the Iron Granulation facility which, as I confirm at paragraph 4.32 of my evidence, only extends to 

6.1 acres. An operator such as Hitachi would not, on the evidence of the Newton Aycliffe example, 

be interested in a site of 6.1 acres as it is far too small for their needs.  

3.81 As such, even if such demand does actually exist, it could not be accommodated on the Order lands 

and the confirmation of the Order would not assist in this regard.  

3.82 Overall, this evidence is not comparing “like with like” and does not provide evidence of pent -up 

unsatisfied demand from businesses for the land that is already controlled by the Development 

Corporation even before any regard is had to the SSI Land. 

Summary 

3.83 In the absence of any evidence from Dodds Brown or Avison Young to demonstrate the levels of 

value and timing of income adopted by Mr Macdonald are realistic, it is only possible to review the 

evidence provided by Mr Gilfillan. 

3.84 This evidence confirms, once reviewed in light of the Development Corporation Board Meeting 

minutes, that the Development Corporation has secured limited interest in the land included within 

the Order. With the exception of Able UK Limited, which is reliant at least in part on the cooperation 

of PD Ports, Mr Gilfillan is only able to refer to confirmed interest in respect of land that is not 

included within the Order or interest that will be enabled through a Development Consent Order 
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such that the intervention and exercise of statutory powers by the Development Corporation is not 

required. 

3.85 Mr Gilfillan’s evidence highlights the importance of Enterprise Zone assistance in securing occupier 

demand on sites significantly smaller than the Order lands. This is an issue for the Development 

Corporation as they are heavily reliant on rates income in order to deliver development and raise 

finance. There is therefore a conflict between the Development Corporation’s clear desire and need 

to retain rates income in order to secure funding when it is the new occupiers that will have to fund 

that income by choosing to locate to the Order land site in preference to other sites benefitting 

from Enterprise Zone rates relief status. 

Investment Fund Income27- Business Rates, Service Charge and Scrap Value 

3.86 Mr Macdonald refers at paragraph 3.16 to “…income from the scheme comprises four elements.” I 

have already addressed the first of these four elements i.e. rental income. I now address the 

remaining three elements which I note from lines 16, 17 and 18 of Appendix 3b STDC 3/3 amounts 

to £248,871,000 (prior to inflation) which, bearing in mind that he has assumed, at line 26, that 

TVCA and Government-sourced Grant and Loan income would only be in the region of 

£120,694,000, clearly demonstrates that the Development Corporation’s scheme is heavily reliant 

upon such income. I have considered each of these items as follows.  

Business rates income 

3.87 Mr Macdonald states at paragraph 3.17 ii that “In 2018, the site was confirmed by Government as 

the UK’s first Special Economic Area (SEA), providing the STDC Board with the powers to retain 

business rates to reinvest in continued development of the site, thereby reducing the ask of local 

taxpayers and of central Government over the long term.” 

3.88 However, Mr Macdonald does not provide any evidence that this statement is correct. In this 

context I have made enquiries of the internet and have established the following.  

3.89 According to Hansard, Mr Sunak responded on 6 November 2018 to a question from Ms Turley in 

the following terms: 

“The South Tees site will be designated as a Special Economic Area which will enable the local 

retention of additional business rates growth. Redcar and Cleveland Borough Council will continue 

to collect 50 per cent of all business rates in respect of those properties currently situated within the 

                                                             
 
 
27 See paragraph 3.16 STDC 3/2 



                                                                   
  
Expert Evidence  

 

30 
 

proposed boundary of the Special Economic Area, in line with the current operation of the Business 

Rates retention System (sic). In addition, once the Special Economic Area is established in statute, 

Redcar and Cleveland Borough Council will retain 100 per cent of all business rates growth obtained 

within that same area. This additional funding can then be used by the South Tees Development 

Corporation and Redcar and Cleveland Borough Council to reinvest in local economic growth.”  

3.90 There is no record, that I have been able to find, that the necessary statute has been secured such 

that, in the absence of any evidence to the contrary, the actual position is that there was previously 

a stated intention to designate a Special Economic Area but, as at the date of this evidence, the 

necessary legislation has yet to be enacted. As such, the Development Corporation do not currently 

have the powers to benefit from any rates income. No evidence has been provided by the 

Development Corporation to confirm either the timing or expectation of any confirmation.  

3.91 I accept that the Development Corporation would, pursuant to Special Economic Area status have 

the ability to receive 50% of the rates income generated from new development and I do not 

fundamentally disagree with the broad principle of Mr Macdonald’s approach in relating rates 

income to the anticipated achievable rental values arising from occupation.  

3.92 However, the amount of rates income anticipated is directly proportional to the occupancy demand 

which, in turn, is dependent upon the Development Corporation’s ability to secure tenants and 

occupiers of the completed development. Therein lies the problem that I have already identified 

above in that, the Development Corporation has not provided any evidence that occupiers will be 

secured if, unlike competing locations, they are required to pay rates. In assuming that they can 

attract business to secure both a rental and a rates income, they are seeking have their “cake and 

eat it”.  

3.93 This all presupposes that none of the site is designated as an Enterprise Zone in order to attract 

occupiers in which case the rates income may be nominal. In this context the entirety of the Prairie 

site and the South Bank sites have been designated as Enterprise Zones by Redcar and Cleveland 

Borough Council until March 2020. As such, Able UK Limited may have expected to benefit from 

Enterprise Zone status such that the Development Corporation would not receive any rental income 

and it remains to be seen as to whether they will proceed on the same terms once the Enterprise 

Zone designation expires.  

3.94 In addition, the Prairie site comprises part of Phase 1 and has been awarded £14m of funding for 

site remediation. However, whereas previously an occupier would have benefitted from Enterprise 

Zone incentives, this will have expired by the time that the site is ready for development. As such, 
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the site will have become less rather than more attractive to potential occupiers thereby delaying 

the potential receipt of rental income. As such, if the timing and amount of rate income is 

predicated off rental income, it is highly likely that Mr Macdonald’s timing assumptions are already 

out of date and not deliverable. I have attached a copy of the Enterprise Zone plan in respect of the 

Prairie site at Appendix 18 with a copy of the relevant plans relating to the Wilton and South Bank 

sites at Appendix 17. I have also attached a copy of the Designation Order at Appendix 19. 

3.95 In addition, I have attached page 72 of the Master Plan which, at paragraph 3.07.2, confirms that 

the current Enterprise Zone status expires in March 2020 at Appendix 20. 

Service charge income 

3.96 Mr McDonald refers to the Investment Fund income as including service charge income28 which, 

according to row 17 of his Appendix 3b will generate income of £83,220,000 (exclusive of inflation) 

in respect of the recharge of “site maintenance costs and central maintenance charges” to investors 

benefitting from that service on site. However, the expenditure identified at paragraphs 3.19 to 

3.23 of his evidence makes no reference to these costs such that he is including this income without 

accounting for the expenditure to which it relates. 

3.97 The RICS Professional Standards and Guidance “Service charges in commercial property” 1st edition, 

September 201829 confirms at pages 8 and 9: 

“ Service charges deal with the costs of servicing and operating a property, to comply with the 

landlord lease obligations for the provision of services.  

The service charge arrangement is set down in the lease(s) and the aim is to entitle the owner to 

recover their charges and any associated administrative costs incurred in the operational 

management of the property. This will include reasonable costs of maintenance, repair and 

replacement (usually where beyond economic repair) of the fabric, plant, equipment and materials 

necessary for the property’s operation, plus any other works and services the parties agree are to 

be provided by the owner, but subject to reimbursement by the occupier.  

If the property is fully let, the owner will normally be able to recover all expenditure on services 

through the service charge, except any concessionary discounts the owner may have given.”  

                                                             
 
 
28 See paragraph 3.17 iii STDC 3/2 
29 https://www.rics.org/globalassets/rics-website/media/upholding-professional-standards/sector-
standards/real-estate/service-charges-in-commercial-property-1st-edition.pdf 

https://www.rics.org/globalassets/rics-website/media/upholding-professional-standards/sector-standards/real-estate/service-charges-in-commercial-property-1st-edition.pdf
https://www.rics.org/globalassets/rics-website/media/upholding-professional-standards/sector-standards/real-estate/service-charges-in-commercial-property-1st-edition.pdf
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3.98 As such, the service charge income is intended to cover the costs incurred by the landlord in 

maintaining and repairing common parts of the completed development and the amount of service 

charge must not exceed the reasonable costs incurred by the landlord.  

3.99 It is therefore clear that service charge income cannot be secured for the delivery of new 

development. As such any estimate of service charge income included within a cash flow as a 

revenue must be cancelled out by an equal amount of expenditure that only relates to repair and 

maintenance. 

3.100 It therefore appears to be the case that Mr Macdonald has included the gross estimate of service 

charge income in error and that this alleged source of gross income does not, as a matter of fact, 

actually exist for the purposes of funding development. As such, the Development Corporation will 

need to secure an alternative source of income to replace the budgeted income of £83,220,00030. 

Scrap value income 

3.101 I note that Mr Macdonald states in respect of scrap income that “…this source arises from the 

demolition study of the former Sahaviriya Steel Industries Iron and Steel Making facilities and (sic) 

Redcar and Lackenby. Due to the uncertainty of realising the suggested value over the timescale of 

the project the value of scrap income has been prudently reduced by 80%.31” 

3.102 Mr Macdonald has adopted, after adjustment, a value of £23,100,00032 (exclusive of inflation) 

which, once adjusted back to account for the 80% deduction, is £28,875,000. No evidence is 

provided for this estimate but it should be noted that the Development Corporation’s letter to the 

Thai Banks on 8 May 2018 explicitly included an offer for the scrap which was circa 27% of the value 

now being suggested as appropriate for inclusion within the Development Corporation’s 

development budget.  

3.103 It is therefore either the case that the Development Corporation offered the Thai Banks a value for 

the scrap that was circa 27% of its true value, or that the revenue assumed by Mr Macdonald within 

his model is far too optimistic.  

3.104 In any event, Mr Macdonald appears not to have taken into account that the Thai Banks are entitled 

to receive the value of the scrap whether that be by disposal prior to the exercise of acquisition 

                                                             
 
 
30 Line 17 Appendix 3b STDC 3/3 
31 Paragraph 3.17 iv STDC 3/2 
32 See row 18 Appendix 3A STDC 3/3 
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notices pursuant to a confirmed Order or by way of a compensation payment to the Thai Banks. In 

this context Mr Macdonald has included a compensation assessment of £31,572,00033 (prior to 

inflation) within his model for all the interests in respect of which terms have yet to be agreed but 

the offer made to the Thai Banks for the SSI Land which should take account of the scrap is 

significantly less than both the compensation budget and the scrap value. 

3.105 As I note in respect of the Delivery Cost estimates, these values are historic. However, I am advised 

by RVA Group that, since these estimates were produced, the value of carbon steel scrap has been 

relatively static such that any increases have been short-lived with the prices soon falling back to 

their original levels. As such, Mr Macdonald is correct not to have inflated these estimates to the 

present day.  

Delivery cost estimates 

3.106 At paragraph 3.20 Mr Macdonald refers to, what he calls, “direct costs”. A number of these are 

stated to have been costed by reference to a letter dated 31 March 2017 from Mr McNicholas who, 

at that time was employed by CH2M. That letter, as attached by Mr Macdonald does not include 

any actual cost estimates such that the figures included within appendices 3a and 3b are not 

evidenced. 

3.107 However, this letter and the accompanying Excel workbook together with a location plan 

identifying the various plots were provided to the Thai Banks by the Development Corporation on 

22 February 2019.The costs detailed on that schedule differ significantly from those costs now 

being reported by Mr Macdonald. 

3.108 I have attached a copy of the STDC spreadsheet and location plan together at Appendix 21.  

3.109 In order to set out the discrepancies I have listed below those figures adopted by Mr Macdonald at 

Appendix 3b STDC 3/3 (i.e. exclusive of inflation) and compared them to the figures adopted in the 

schedule as provided to me. 
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Item 
CH2M Figures as reported by Mr 

Macdonald 

CH2M Figures – Thai 

Banks 

Demolition 71,957,000 88,530,000 

Decommissioning 13,158,000 40,080,000 

Infrastructure – highway 95,415,000 92,990,000 

Infrastructure -marine 26,000,000 26,000,000 

Infrastructure – Rail 16,226,000 16,600,000 

Infrastructure – Utilities 77,680,000 79,080,000 

Landscape and public realm 10,586,000 11,498,000 

Site preparation 71,967,000 106,405,000 

Coke Ovens Gas Main No figure 18,765,000 

Heavy Fuel Oil Main No figure 3,175,000 

Off-site infrastructure improvements No figure 5,000,000 

Total 382,989,000 488,123,000 

 

3.110 Mr Macdonald does not state whether his costs are inclusive or exclusive of the cost of works due 

to be carried out the RBT Ltd Land. However, I note from clause 3a of the Strategic Commercial 

Agreement dated 12 August 2019, as referred to at paragraph 8.5 of my Proof of Expert evidence 

that “STDC and RBT will agree a plan for maximising and optimising development and the necessary 

transport and utility infrastructure across both the STDC and RBT sites…” This implies that the 

Development Corporation are intending to deliver these works hence I have left these costs in. In 

the event that these costs no longer apply following the exclusion of RBT from the Order and should 

be deducted the total amount arising on the RBT land amounts to £30,679,000 before indexation 

to current day values. However, it would seem unreasonable for RBT Ltd to pay for the costs of 

delivering new infrastructure that is required by the Development Corporation to benefit their 

scheme.  
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3.111 It seems therefore, from the CH2M study, that Mr Macdonald needs to include a further amount 

of £105,134,000 within his calculations in order that they align with the actual estimates upon 

which he claims he is relying. 

3.112 However, Mr Macdonald, whilst accounting for future inflation from the date of his evidence, has 

not taken account of cost price inflation from 31 March 2017 to bring these costs up to the present 

day. I am advised by RVA Group that it is appropriate to make an addition of 5% to the costs set out 

above to take account of increases in, inter alia, salaries, fuel costs and insurance such that Mr 

Macdonald’s reports costs increase to £402,138,450 whilst the costs as actually reported by CH2M 

increase to £512,529,150.     

3.113 Mr Macdonald has also included “Capitalizable Strategic Costs” but does not explain what these 

are meant to represent nor provide a breakdown to enable a proper analysis. 

3.114 Similarly, I am unable, in the absence of detailed evidence, to ascertain the extent to which Mr 

Macdonald’s approach in respect of “STDC pick up of keep safe, Invest to save and Tier costs”34  is 

correct.  

Compensation estimates 

3.115 Mr Macdonald advises at paragraph 3.22 that his assumed compensation cost of £31,572,000 (prior 

to indexation) has been informed by Avison Young although no evidence is provided to explain the 

breakdown of this estimate and Mr King has not provided any evidence in this regard.  

3.116 I am sure that the Development Corporation will be aware that they would be required to pay 90% 

of their estimation  of compensation by way of any advance payment pursuant to Section 52 Land 

Compensation Act 1973 such that this will have been factored into their phasing. In this regard, it 

therefore appears that they are not anticipating serving any acquisition notices until 2022/23. This 

indicates that they accept that there is no immediate need for them to be granted compulsory 

purchase powers and take possession.  

3.117 More fundamentally, however, as I set out at paragraphs 6.21 to 6.32 and 7.34 of my evidence the 

compensation assumed by Avison Young falls well short of that which will be due to the Thai Banks 

even before any consideration is taken of the entitlement of other parties.  

                                                             
 
 
34 See paragraph 3.22 
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Public Regeneration Funding 

3.118 Mr Macdonald sets out an explanation of the Public Regeneration Funding assumed as being 

available for the delivery of the Development Corporation’s scheme at paragraphs 3.8 to 3.14  of 

his evidence.  

TVCA Investment 

3.119 At paragraph 3.9 of his evidence, Mr Macdonald refers to TVCA Investment Plan funding of £56.5m 

and refers to his appendix 2. However, there is nothing within his appendix that refers to an 

allocation of this amount nor that it is intended to fund the delivery of the Development 

Corporation’s scheme.  

3.120 However, I note that page 32 of appendix 2 of the Tees Valley Investment Plan 2019-29,35 which 

was approved at the TVCA Cabinet meeting dated 24 January 2019, refers to “Sites and Premises 

Programme (including infrastructure) – STDC site (infrastructure and land acquisition) - £56.5m” 

under the heading of Business Growth (including enabling infrastructure) I have therefore assumed 

that Mr Macdonald is referring to this funding.  

3.121 , In this context I note that the TVCA Cabinet Decision Record  predates both the Development 

Corporation’s SoR and SoC which refer to this funding approved at that meeting in the following 

terms “The money required to acquire the land (circa £60m) was agreed as a local government 

matter, and this funding was approved by the TVCA Cabinet at a meeting on the 24 January 2019.36” 

3.122 I have therefore assumed that the reference within the SoC is incorrect and it is in fact the case that 

the funding is only £56.5m rather than £60m and this funding is for both compensation payments 

and infrastructure. As such, my comments at paragraph 7.35 of my Proof of Expert evidence, 

wherein I refer to funding of £60m is incorrect and should read £56.5m.  

3.123 It therefore follows that my calculations at paragraph 7.37 of my Proof of Expert evidence are also 

incorrect such that, once the “PCE” of £10m to £12m is deducted the actual amount available to 

compensate the Thai Banks and fund infrastructure is reduced to £32,285,000.    

3.124 On the basis that I am of the opinion that this is unlikely to cover the compensation due to the Thai 

Banks, let alone fund infrastructure.  The Development Corporation are clearly underfunded.  
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Expert Evidence  

 

37 
 

3.125 It is important to note that it is not clear as to whether this funding is being provided to the 

Development Corporation by means of a grant on the assumption that there is no requirement to 

make a repayment, or by way of a loan and Mr Macdonald is silent within his evidence on this point 

although I note that row 21 of his cash flows, at appendix 3a and 3b describes this income as 

“Assumed Loan for Land Purchase (inc. tax) & Compensation.” He also includes an allowance of 

£42,587,000 at row 51 of appendix 3b that is described as “Assumed Land Purchase (inc. tax) & 

Compensation Loan Repayment (including historic purchase)”  

3.126 In the absence of any further evidence on this point I have therefore assumed that this is a loan 

that will require repayment at some stage such that the repayment will need funding whether that 

be through income, grant aid, private lending or a combination thereof.  

BEIS Funding 

3.127 At paragraph 3.11 Mr Macdonald refers to Central Government regeneration funding of £71m and 

states that “The letter from Central Government confirming this funding is at Appendix 7a…”  

3.128 However, the letter referred to by Mr Macdonald actually states “…we are prepared in principle to 

agree your £71m request for Government funding… …As is standard, the award of this funding will 

be subject to an assurance process and usual assessment process in respect of your Business case 

and delivery plan. Our Departments will work with you to develop these plans during the business 

case approval process.” Contrary to Mr Macdonald’s statement, therefore, the funding is not 

confirmed, and it is entirely possible that it might not be forthcoming if the application is rejected. 

As such, this is at best, a promise to consider the possibility of providing funding subject to certain 

conditions being met. 

3.129 I also note, that Mr Macdonald explains that this funding comprises £11,355,000 for keep safe costs 

“that are anticipated to switch from STSC to STDC on transition, within the Comprehensive Spending 

Review (“CSR”) period37” and a further sum of £5,900,000 for “…the element of KS costs that will go 

beyond the CSR period for which the Government has provided specific commitment38.” The balance 

of £53,745,000 is then described as “…the balance of regeneration funding required from 

government after allowing for all other specific TVCA and Central Government funding sources listed 

in table 139.” 

                                                             
 
 
37 Paragraph 3.11 i (a) Mr Macdonald’s Evidence STDC 3/2 
38 Paragraph 3.11 i (b) 
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3.130 It is therefore clear that some of this funding is intended to cover the Keep Safe costs currently 

being incurred by the Site Company (i.e. STSC) on behalf of the OR that would be incurred in any 

event and is not new funding for the purposes of delivering development. 

Summary 

3.131 Mr Macdonald states at paragraph 3.14 that “the total public regeneration funding is therefore 

£331m”. He also states at paragraph 3.6 that “…the total regeneration allocation (£331m) less those 

sums already committed (£202m) leaving funding available for regeneration activity of £129m” 

3.132 This figure would appear to be derived from Table 1 as shown at paragraph 3.5. However, this table 

and subsequent calculation is misleading as I set out below. 

3.133 He has correctly referred to the TVCA Investment Plan funding of £56,500,000 at row 1 but, in 

calculating the regeneration funding he has included the full amount rather than deducting the 

amount that has already been spent. As such, the correct figure available for the purposes of 

acquiring the land is £44,280,000 of which the entire amount should appear in the column marked 

“Total Committed.” However, this misses the point that this funding has to be repaid and therefore 

needs to be added to the overall cost of the scheme. 

3.134 He states that the “BEIS switch of budgeted KS costs (within CSR period)” at row 4 is pre-inflation, 

but as a comparison of his appendix 3a and 3b demonstrates, the figure of £11,355,000 is after 

inflation. As such, the correct figure is £10,544,000. However, this is a cost that would be incurred 

regardless as to whether, or not, the scheme underlying the Order was to come forward. This is 

not, therefore regeneration funding. 

3.135 At row 5 he has included “BEIS funding carried over” of £5,900,000 but this funding does not relate 

to site regeneration but to site Keep Safe costs.  

3.136 He has included, at row 6 “Ask of Govt (CSR) Funding) and presented this as being part of the 

“Government funding commitment…”.40 However, as paragraph 3.11 (c) of his evidence states 

“…this sum represents the balance of regeneration funding required41 from government after 

allowing for all other specific TVCA and Central Government funding sources listed in Table 1.”  

3.137 He has included the full £71,000,000 “Government funding announcement” at row 7. However, as 

I have set out above this funding is not committed and is still subject to the Development 
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Corporation making a business case. In the event that the Development Corporation is unable to 

make its case and/or the Government decide not to proceed, this funding will not be available.  

3.138 Mr Macdonald has also included (at row 8) BEIS Keep Safe funding, although this, by definition,  

relates to Keep Safe matters and, in any event, has already been committed so is not available for 

regeneration. In addition, the “SSI Taskforce funding (row 10) is described by Mr Macdonald at 

paragraph 3.11 ii (C) as being to “ provide support to affected workers, local businesses,  

communities and the wider economy…” such that it is not available for funding the delivery of 

development  whilst the “MHCLG Grant for STDC Operational Running Costs” is, as confirmed by 

Mr Macdonald at paragraph 3.11 ii (d) for the purposes of meeting the running costs of the 

Development Corporation. As such, none of this funding is available to meet the costs of delivering 

the Development Corporation’s proposed scheme.  

3.139 The only funding that is confirmed and available for the delivery of development on the Order land, 

as opposed to the payment of compensation, is therefore the remaining balance of the MHCLG 

funding for the Prairie Site regeneration detailed at row 9 of Table 1 of paragraph 3.5 which is stated 

by Mr Macdonald to amount to £13,667,000. 

3.140 There is therefore a significant funding shortfall which can only be met by securing additional 

borrowing from the public and/or private sectors.  

Assessment of IRR 

3.141 It is clear from my scrutiny of the evidence provided by the Development Corporation, that the only 

funding that has been secured specifically for the purposes of implementing the proposed 

development and which has not yet been spent, comprises £13,667,00042 which is designated for 

the delivery of the Prairie site.  Regardless as to whether the Development’s Corporation’s 

calculations in respect of the delivery costs or the alternative figures as provided by me within this 

evidence are preferred it is an undeniable fact that there is a substantial gap in funding.  

3.142 This gap is still very significant even if it is assumed that the entirety of the funding discussed by Mr 

Macdonald (i.e. the potential funding of £71,000,000) is assumed to be committed. As such, it is 

clear that there is a considerable outstanding funding requirement that will need to be met by 

further public and/or private lending. 

                                                             
 
 
42 See Table 1 of paragraph 3.5 and paragraph 3.11 ii (b) of Mr Macdonald’s evidence STDC 3/2 
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3.143 However, whether the funding is via the public sector (i.e. Public Works Loan Board) or the private 

sector, a business case will have to be made to convince the lenders as to the merits of the 

Development Corporation’s proposals. 

3.144 As I set out at paragraphs 7.40 to 7.46 of my Proof of Expert evidence, the Development 

Corporation has not provided any evidence of serious intent by either the private or public sectors 

to plug this gap. In this context I note that Mr Aylward-Mills states at paragraphs 6.36 and 6.37 of 

his evidence: 

“In total, these amount to £121 million of funding, leaving an additional funding requirement of 

£221 million. As explained in Section 7.8 of the Proof of Evidence of John Knowles: The Council could 

utilise Public Works Loan Board monies to fund the development cost. PWLB is a statutory body 

operating within the United Kingdom Debt Management Office, an Executive Agency of HM 

Treasury. PWLB’s function is to lend money from the National Loan Fund to local authorities, and to 

collect the repayments.” 

3.145 There is no section 7.8 within the Proof of Evidence of John Knowles. In addition, having carried out 

a word search, the only reference to the Public Works Loan Board is at paragraph 6.3 of his evidence 

where he states “…If Public Works Loan Board (“PWLB”) funding was not available to the project 

for whatever reason, in my view private sector debt would be available at equivalent market rates.”  

This statement is made on the understanding by Mr Knowles that the IRR of the proposed scheme 

provides a return of 16-22%. By this I understand from paragraph 2.11 of his evidence that he 

means 6-12% unleveraged IRR “…which with appropriate debt gearing levels of 50-65% will offer 

total returns in the order of 10-20%.” As such, I understand his comments such that the reference 

to 16-22% is the return to be expected from a scheme generating an IRR of 6-12%. 

3.146 The Development Corporation have not presented any evidence in respect of the availability of a 

Public Works Loan. In addition, there is no indication as to whether and when an application for 

such a loan is intended to be made nor the amount sought.  

3.147 In any event, an application for such funding will require the presentation of a business case which 

will include an assessment as to the anticipated performance of the proposed scheme. In this 

regard Mr Aylward-Mills has, at paragraphs 6.40 to 6.42, assessed the ability of the Development 

Corporation’s scheme to “…deliver the returns required for private sector participation”  on the basis 

of an Internal Rate of Return calculation which is attached as an appendix to his evidence. 

3.148 He states at paragraph 6.41 that he calculates a “real IRR” (i.e. excluding inflation) of 11.3% 

although, at paragraph 6.42 he refers to an IRR of 11.4%. However, row 79 of his appendix details 
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an IRR of 11.3%. In any event, I am surprised that Mr Aylward-Mills does not stress-test his 

calculations nor carry out a sensitivity analysis on different assumptions but relies solely on all the 

inputs as provided to him by Mr Macdonald assuming that they are correct and will not be subject  

to change.  

3.149 In this context, as Mr Aylward-Mills has based his calculations on the spreadsheet provided at 

Appendix 3a of Mr Macdonald’s evidence I have reproduced this in order to check Mr Aylward-

Mills’ calculation of the IRR. My version is attached at Appendix 13.  

3.150 Without making any amendments to the inputs adopted by Mr Macdonald I have calculated an IRR 

before any adjustment for inflation of 11.29%. I am therefore satisfied that I have accurately 

replicated and combined the spreadsheets provided by Mr Macdonald and Mr Aylward-Mills.   

3.151 Mr Aylward-Mills  then states that “…the IRR’s presented by John Knowles are nominal… …a real IRR 

of 11.4% is approximately equivalent to a nominal IRR of 13.4%.”   Mr Knowles does not make any 

statement within his evidence to confirm whether this is in fact the case and, again, having checked 

by means of a word search, Mr Knowles does not describe his IRRs as nominal.  

3.152 If it is the case that Mr Knowles is indeed referring to nominal rather than real IRRs this is 

particularly unhelpful as it has been necessary for me to calculate both real and nominal IRRs in 

order to ensure that a comparison on a “like for like” basis is being made.  

3.153 In this context Mr Aylward-Mills states, at paragraph 6.42 that “…a real IRR of 11.4% is 

approximately equivalent to a nominal IRR of 13.4%” on the basis of an assumed inflation 

adjustment of 2%. Leaving aside the fact that he should be referred to 11.3% rather than 11.4%, I 

note that Mr Macdonald has adopted an inflation rate at Appendix 3b of his evidence, of 2.5%.  

3.154 By my calculations, as set out at my Appendix 13, the IRR on this basis would be 11.29% with no 

inflation, 13.52% with inflation at 2% and 14.08% with inflation at 2.5%.  

3.155 However, it is incorrect for Mr Aylward-Mills to refer to this as a real IRR as, whilst no inflation has 

been applied in respect of the costs, this calculation does include rental growth. It is therefore 

neither a true real nor a nominal IRR as it partially rather than wholly assumes growth. 

3.156 Mr Aylward-Mills then jumps, at paragraph 6.43 from a real IRR of 11.3/11.4% to a statement that 

“…if STDC funded the Scheme using 50% debt, though a low (3%) interest rate load from PWLB, a 

higher rate of return of between 16 to 20% (depending on the timing and structure of financing and 

profit sharing) could be available to private sector investors. These results should only be seen as 

indicative as they will depend on the financial structuring of the Scheme.”   
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3.157 However, Mr Aylward-Mills does not provide any breakdown or details whatsoever, of his 

calculations underpinning this assessment and, in making this statement, has assumed that the 

PWLB loan is effectively in the bag. This completely overlooks the fact that an application for a 

PWLB does not appear to have even been made and, in order to secure such a loan, the PWLB will 

require a business plan from the Development Corporation and an assessment of its viability.  

3.158 This problem is magnified by Mr Knowles who, at paragraph 6.1 states “I have reviewed the financial 

modelling for the combined scheme undertaken by STDC and reviewed by Vivid Economic and 

referred to in the respective proofs of Gary MacDonald (sic) (STDC3/2) and Dan Aylward Mills 

(STDC7/2). This shows a likely equity IRR return to a (sic) private sector investors in a range of 16-

22%”. Leaving aside the total absence of any calculations in this regard it is actually the case that 

the reference to 16 to 20% comprises an uncalculated example by Mr Aylward-Mills, as to what 

could  be achievable if the Development Corporation secured 50% debt through a loan from PWLB. 

As such, this is only an illustration and, contrary to Mr Knowles’ assertion, is not a statement of fact 

or considered opinion. 

3.159 As such, the Development Corporation has not presented any actual evidence that a PWLB loan will 

be forthcoming, nor that it would be for 50% of the debt nor that, if it was provided on these terms, 

the resultant equity IRR return available to the private sector would be 16-22%. To jump from an 

assessment of a real IRR of 11.3% to a statement that the scheme would generate returns of 16 to 

20% involves a number of optimistic assumptions.    

3.160 Notwithstanding these points, in assessing the IRR of 11.3/11.4% Mr Aylward-Mills has simply taken 

Appendix 3a of Mr Macdonald’s evidence and applied a formula to the next annual cashflows. 

However, as I have already confirmed above, Mr Macdonald has included a number of items in 

error such that the IRR calculation provided by Mr Aylward-Mills is fundamentally unsound as it has 

been calculated on the basis of unreliable data. 

3.161 I have therefore re-run the IRR calculations adjusting items line-by-line to illustrate the impact on 

the IRR that Mr Aylward-Mills should have calculated had he adopted the correct inputs. 

3.162  Service charge income should not be included within these assessments as income against the 

costs of delivering development as this relates solely to the maintenance and repair of services 

provided by the landlord as a term of the lease. Having stripped this income out of the calculations 

the real IRR drops from 11.29% to 8.4%.  

3.163 I have attached my spreadsheet calculations in this regard at Appendix 22. 
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3.164 The calculations provided by Mr Macdonald, as relied upon by Mr Aylward-Mills account for future 

rental growth but assume that construction costs will remain static. This is inconsistent. It should 

be the case that either all costs and revenues take account of future growth or neither costs nor 

revenue assumptions include growth. On the basis that the Development Corporation has not 

provided any evidence to back up their assumed rental growth I have decided to accept their 

assumptions in this regard but apply indexation to all construction cost matters. In this regard, I 

note that Mr Aylward-Mills refers to inflation of 2% but, as Mr Macdonald has adopted 2.5%, I have 

adopted Mr Macdonald’s approach.  

3.165 On this basis the output is now a nominal rather than a real IRR at 8.4%. 

3.166 However, Mr Macdonald has adopted construction costs which were calculated in 2017 but ignored 

cost inflation from then to the present day. I have taken advice on this matter from RVA Group and 

applied 5% to the Development Corporation’s assumed costs. In addition, Mr Macdonald has 

included service charge income although this has nothing to do with the delivery of development. 

Having stripped out the service charge income and inflating the cost estimate to current day values 

I calculated a reduced nominal IRR of 6.6%. 

3.167 I have attached my spreadsheet detailing this calculation at Appendix 23. 

3.168 However, as I have already set out, the construction costs relied upon by Mr Macdonald are 

incorrect in any event when compared to the cost assessments provided by the Development 

Corporation to the Thai Banks. Once the correct costs are adopted the nominal IRR drops to 5%. 

3.169 I have attached a copy of this calculation at Appendix 24. 

3.170 This assumes that the outstanding compensation liabilities will not exceed £31,572,000 and that 

the Development Corporation retains a total of £23,099,000 in respect of scrap that currently 

belongs to the Thai Banks. With regard to the scrap element, the nominal IRR would further reduce 

to 4.7% if this was no longer available for any reason. 

3.171 It is also a key feature of the evidence provided by Mr Gilfillan, that all the schemes he referred to 

in support of the Development Corporation scheme’s deliverability benefit from Enterprise Zone 

status. In addition, the Development Corporation’s scheme is in direct competition with other 

schemes in the wider locality that benefit from Enterprise Zone status.  

3.172 It is unclear as to whether the Development Corporation has taken any account of this in assessing 

the likely rental income and the attractiveness of their development to potential occupiers, but, 
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based on the total absence of any comment or appreciation of this within the evidence of Mr 

Knowles, it appears that the Development Corporation have overlooked this point.  

3.173 I am unable, without being provided with the supporting data upon which the Development 

Corporation has based its assessments, to calculate the impact of this on the IRR but it is probable 

that this will have a significant depressing effect on the IRR such that it is entirely reasonable to 

conclude that there is every possibility of the nominal IRR being significantly below 4.5%. 

Available Private Sector Funding 

3.174 Mr Knowles sets out, at paragraph 2.11 of his evidence a table of funds “…whose specific focus in 

Europe is Industrial and Logistics” from which I note that the average IRR (which I assume is nominal 

based on my observations above is between 9.06 to 9.78%. However, Mr Knowles does not explain 

why he considers that any of these funds would be willing to invest in the Development 

Corporation’s scheme nor how the proposed development would fit in with each investor’s 

portfolio profile.  

3.175 As such, I am unclear as to whether Mr Knowles is suggesting that these investors would be willing 

to invest in the development of the Development Corporation’s scheme or whether this evidence 

is meant to be geared toward a disposal of the Development Corporation’s completed scheme.  

3.176 In this context I note that none of these investors appear in his list of suggested funders as set out 

at paragraph 5.11 from which I can only conclude that he is not suggesting that there would be any 

lending from the funds identified at his paragraph 2.11 as otherwise he would have listed them at 

paragraph 5.11. 

3.177 Mr Knowles, at Section 3 of his evidence, stresses the importance of Freeport status stating, at 

paragraph 3.4 that “It is my professional opinion that promoting uses with synergies with the 

freeport will substantially increase the attractiveness of the STDC site as a funding opportunity 

owing to the increased demand for logistics real estate.” 

3.178 I also note that he states, at paragraph 3.1 that “I have relied on Vivid Economics (JK 10) on the 

benefit of freeports in the UK…” Mr Aylward-Mills, who I presume Mr Knowles is referring to, states 

at paragraph 6.16 of his reports that “In addition to these qualities, the Scheme may enhance its 

attractiveness as an investment location if the STDC Area is given “Freeport” status.” He then 

continues, from paragraph 6.17 to 6.22 to set out his opinions as to why he considers the Freeport 

status will be granted. 
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3.179 Neither Mr Knowles nor Mr Aylward-Mills identify exactly where the Freeport will be located other 

than a vague reference to STDC at paragraph 6.21. However, both PD Ports and RBT are excluded 

from the Order and will remain in private hands. As such, the designation of a Freeport is not 

dependent upon the Order and use of the Freeport, if designated will be subject to the co-operation 

of either PD Ports and/or RBT Ltd and the obtaining of sufficient capacity.  

3.180 Mr Aylward-Mills then states, at paragraph 6.22, that his “…assessment of the benefits of the 

Scheme and its overall viability does not depend on STDC securing Freeport status.”  To a certain 

extent the test as whether or not this statement is true upon confirmation as to whether the rental 

values adopted within his models take account of the prospect of a Freeport but, as no evidence 

has been provided in this regard, I am unable to test this.  

3.181 However, I note that Mr Knowles has attached a link at JK 10 to Vivid Economics Report “A proposal 

for a national Free Zone policy”, which includes a summary of the tax regimes applied in each free 

zone scenario at Table 5, paragraph 3.3.1. It is stated within this table that the headline business 

rates liability within a “Basic free zone” is 0% (up to £275,000 over 5 years) whilst in an “Enhanced 

free zone” there is a 50% reduction in business rates for 10 years and the “Global max free zone” 

provides for a permanent total exemption. 

3.182 The explanatory text on page 32 states: 

“Three free zone models covering a range of potential incentives are presented in Table 5. The fiscal 

incentives considered in this paper are not exhaustive, and others, such as stamp duty relief are 

possible. Although the selection of incentives which promote ‘good behaviour’ will be important for 

the long-term contribution of free zones, the most important driver of investment decisions will be 

their value relative to capital expenditure. The three models can be summarised as follows:  

 The ‘basic free zone’ combines the business rate relief (0% up to a cap of £275,000 for five 

years) and enhanced (100%) capital allowances which are offered separately in different 

Enterprise Zones.  

 The ‘enhanced free zone’ includes the enhanced capital allowance in the basic model, 

together with a 50% reduction in business rates for 10 years, a 50% tax credit for R&D 

expenditure, and a five-year exemption from employer’s national insurance contributions.  

 The ‘global max’ model assumes an ambitious set of incentives which are internationally 

competitive. These include complete and permanent exemption from business rates, the 

enhanced capital allowances provided in the basic and enhanced models, 100% tax credits 
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for R&D expenditure, a reduced headline corporate tax rates to 12.5%, and a 10-year holiday 

on employer’s national insurance contributions.” 

3.183 As I have already pointed out on a number of occasions within this evidence, the Development 

Corporation’s scheme is heavily reliant on business rate income with a budgeting income of 

£219,493,000 being included with Mr Macdonald’s projections at Appendix 3a of his evidence.  

3.184 Bearing in mind that, even with this income accounted for, the nominal IRR is only 4.7%, the loss of 

any, let alone all, business rate income would be catastrophic on the ability of the Development 

Corporation to deliver their scheme and would reduce the nominal IRR to circa 3.3%.  

3.185 It is therefore the case that Mr Aylward-Mills and Mr Knowles both argue for the Freeport 

designation as making the location more attractive, but neither of them have appreciated that such 

status will significantly impact on the Development Corporation’s income stream and thereby make 

the project even less attractive to potential investors.  

3.186 Overall, therefore, Mr Knowles has considered the attractiveness of the Development 

Corporation’s proposals on the basis that Mr Aylward-Mills has advised him that the real IRR is 

11.3%. However, this calculation is flawed as it includes price increases and adopts incorrect inputs. 

Having corrected these matters it is clear that, on the basis that the rates income is retained by the 

Development Corporation, an optimistic assessment of performance results in a nominal IRR below 

4.5%. 

3.187 It is recognised that a Freeport designation would be extremely beneficial to attracting occupier 

interest, but this would mean that there would be likely to be incentives including a rates relief 

scheme. This, in turn, will mean that the nominal IRR will fall to somewhere in the region of 3.3% 

to circa 4% depending on what assumptions are made. 

3.188 However, Mr Knowles has advised that private sector investors require “ …a likely equity IRR return 

to a private sector investors (sic) in a range of 16-22% for the Scheme as described.43” I understand, 

from paragraph 2.11 of his evidence that the figures of 16-22% assumes debt gearing but he has 

not confirmed what assumption he has made in this regard. However, he equates a return of 10-

20% on a debt-gearing level of 50-65% to a nominal IRR of 6-12%. It is therefore logical to assume 

that, as I have calculated that the Development Corporation’s scheme can only generate a nominal 

IRR of 4.7% on the basis of the current funding and assumption of rates retention such that the 

                                                             
 
 
43 See paragraph 6.1 Mr Knowles 
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nominal IRR is likely to be sub 4% once the potential Freeport incentives are taken into account, 

the high street and specialist lenders identified at paragraph 5.11 of Mr Knowles’s evidence would 

not consider the Development Corporation’s scheme to be attractive. 

3.189 It is the case, therefore, that the Development Corporation has yet, in the absence of any evidence 

to the contrary, to submit a Business Case and a request for funding to the PWLB nor has it been 

able to secure private sector funding. On the basis of the calculations set out within this evidence 

it is clear that the Development Corporation is unable to evidence potential returns that would be 

attractive to lenders by reference to the criteria set by Mr Knowles. It is therefore also the case that 

there is no evidence to indicate any prospect of the Development Corporation being able to secure 

the necessary lending in order to implement its suggested project unless it can secure an, as yet, 

unidentified income stream that does not depend on borrowing. 
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4.0 OTHER MATTERS RAISED BY THE DEVELOPMENT CORPORATION 

4.1 The evidence provided by the Development Corporation raises a number of additional matters 

where the evidence is incorrect and/or incomplete. In this regard I have identified the following 

broad areas of concern. 

 Social Cost Benefit Analysis; 

 Rights of Access; 

 Reliance on Developer Agreements for income; 

 Comprehensive control. 

Social Cost-Benefit Analysis  

4.2 At paragraph 4.39 and 4.40 of his evidence, Mr Aylward-Mills calculates a Benefit to Cost Ratio of 

1:1 after accounting for optimism bias. He concludes that they “…are modest for a large public 

infrastructure project…”. 

4.3 However, his calculations assume rental growth but take no account of the increase in construction 

costs from the date of the quotation to the current day and then over the life of the development. 

In addition, he has also included service charge income which, as I have highlighted above, is not 

an income for the purpose of delivering development. 

4.4 I have recalculated the Benefit to Cost Ratio removing all Service Charge income and inflating the 

construction costs to the current day at 5% and then at 2.5% over the life of the scheme. On this 

basis the Benefit to Cost Ratio is 0.86:1. It is therefore clear that the actual Benefit to Cost Ratio is 

even worse than that calculated by Mr Aylward-Mills which he considers to be modest. 

4.5 I have attached a copy of my calculations at Appendix 25.  

4.6 This calculation relies upon the construction costs adopted by Mr Macdonald within his cash-flows.  

However, if I was to rely upon the higher costs as provided to the Thai Banks, the Benefit to Cost 

Ratio worsens still further. 

4.7 These calculations assume that the entirety of the scheme will generate rent income for retention 

by the Development Corporation. As I have set out above this will not be the case as parts of the 

site may be delivered by DCO’s in which case the Development Corporation may not receive renta l 

income for that part. 

4.8 In addition, Mr Aylward-Mills has assumed that the Development Corporation will benefit from a 

share of the rates income. In the event that a Freeport scheme is implemented, all or part of this 
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income may have to be forgone in order to provide appropriate incentives. Based on the fact that 

all of the schemes cited by the Development Corporation have provided Enterprise Zone incentives 

and that there are other schemes in the locality that continue to offer Enterprise Zone designated 

sites as competing alternatives to the Development Corporation’s scheme, the need to offer such 

incentives is a real possibility. If this were to happen the Benefit Cost Ratio would reduce still 

further.  

4.9 It is therefore clear that, the Cost Benefit analysis does not support the Development Corporation’s 

proposals.  

Highway Network 

4.10 Mr Greally states at paragraphs 12.7 and 12.8 of his evidence that “ I understand there to be a 

complex and, in some cases, undocumented rights of access over the road network within the Order 

Land and wider STDC Area. If the former SSI land were to be excluded from the CPO, there could be 

uncertainty over the future developability of that land, given that if the necessary rights of access 

do not exist then it would essentially be landlocked from the public highway…” 

4.11 He then makes comments at paragraph 12.10 in respect of the alleged benefits of bringing the 

highway network under the control of a single controlling party (i.e. the Development Corporation) 

rather than “…there being disparate (and potentially uncertain) management of the network by a 

number of land owners.” 

4.12 Mr Greally does not advise as to the basis for his comments but, in any event, his conclusions are 

incorrect and, as the Development Corporation should be aware, the SSI Land benefits from full 

rights of access over the highway network. 

4.13 In this context, the Development Corporation refer, within the Schedule to the Order, to various 

sites being subject to rights pursuant to a “…Transfer dated 24 March 2011 registered under title 

CE210323, for the benefit of unknown land.” This transfer is between Tata Steel UK Limited (to 

whom the Development Corporation is now successor in title) and SSI UK Ltd and relates to the 

acquisition by SSI UK Ltd of “Property” that is defined as “the freehold land and buildings forming 

part of Teesside Works Teesside Redcar and Cleveland shown coloured in red on Plan No. 1 and 

comprising part of the land in title numbers CE 6045 CE26409 CE48932 CE 130906 CE 175027 CE 

175028 CE 175060 CE 175031 and CE 176032 and which for the avoidance of doubt shall include all 

of the Transferors interest (if any) in the structure of the Bridges.”  

4.14 Clause 11.2.1 provides that the SSI Land benefits from, inter alia: 
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“a right of way with or without vehicles at all times and for all purposes over and along such part of 

the Roads as are not within the boundaries of the Property…” 

4.15 It is therefore clear from this extract, in common with the remainder of the transfer terms as set 

out on the Land Registry TP3, that the SSI Land benefits from full rights of access. 

4.16 I have attached a copy of TP3 at Appendix 26.  

4.17 Mr Greally’s understanding is therefore incorrect and it therefore follows that, contrary to his 

paragraph 12.8, there is no uncertainty over the future developability of the SSI Land. There is no 

need for the exercise of compulsory purchase powers to secure access to the SSI Land for 

development purposes as the SSI Land already has full rights of access. Paragraphs 12.7 to 12.11 of 

Mr Greally’s evidence are therefore incorrect and irrelevant.  

4.18 If it is the case that the Development Corporation want to vary the route of the highway it is entirely 

normal that they would approach the Thai Banks, PD Ports, RBT Ltd, New British Steel and other 

beneficiaries and agree terms. However, as evidenced by the fact that PD Ports, RBT and New 

British Steel are excluded from the Order it is self-evident that the SSI Land does not need to be 

included within the Order to affect such a variation. 

Developer Agreements 

4.19 I note that Mr Greally refers, at paragraphs 6.17 to 6.22 to the use of Developer Agreements to 

“…fund/deliver a range of place-making standards and wider, often site-wide, infrastructure 

requirements that are over and above the “ordinary” range of matters necessary to make 

acceptable, in planning terms, individual development proposals.” 

4.20 That the Development Corporation would follow such a strategy is an indicator that they do not 

understand that an attempt to secure enhanced planning contributions will impact on the viability 

of the development and ultimately reduce the value benefit received by the Development 

Corporation through land sales and/or rental income. As such, whilst I understand why Mr Greally 

would want to draw attention to such contributions on the basis that it forms a revenue stream, it 

does not comprise a gross income as the developers will only be able to pay these contributions by 

seeking savings elsewhere through, for example, reduced land payments.  

4.21 In effect, this strategy is simply moving money from one pot (i.e. revenue) to another (i.e. planning 

contributions) and will have little impact on the overall level of income available for the delivery of 

the Development Corporation’s scheme.  
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Comprehensive Control 

4.22 It is suggested by, inter alia, Mr Aylward-Mills at Section 7 of his evidence that it is necessary to 

bring the Order lands under the single control of the Development Corporation on grounds falling 

under the headings of attracting new investment, provision of infrastructure, branding, 

aesthetics/safety, Freeport status and viability. He makes reference at paragraph 7.1 to the North 

Industrial Zone, Northeast Industrial Zone, Central Industrial Zone and the South Industrial Zone.  

4.23 The Development Corporation’s approach is that the development envisaged by the masterplan is 

to be brought forward with the land in a number of different ownerships: including the 

Development Corporation (as owner of the former Tata land), PD Ports, RBT, New British Steel and 

Sembcorp.  The Central Zone is, with the exception of the Medical Centre, Loco Shed and Iron 

Granulation facility, not included within the Order. In addition, RBT, which is located within the 

North Industrial Zone is also excluded within the Order.  

4.24 It is also the case that the North East Industrial Zone and South Industrial Zones  are not contiguous 

and are separated by PD Ports and New British Steel such that they are not functionally 

interdependent. Clearly, on the Development Corporation’s approach, delivery of the masterplan’s 

vision does not depend on the land being all agglomerated into the Development Corporation’s 

ownership.  

4.25 I accept that a new highway and upgraded utilities infrastructure corridor, as discussed by Mr 

Aylward-Mills at paragraphs 7.7 to 7.12 of his evidence and, as identified as Section 10 of the 

Master Plan,  would be of benefit to the wider area but the Development Corporation can provide 

this without needing to acquire the development land outside that required for the corridor itself.  

4.26 In addition, there is no indication that the new corridor could not be constructed alongside the 

existing highway such that users of the highway would be able to continue to access their land 

during construction. The provision of the infrastructure corridor does not therefore justify the 

confirmation of the Order as proposed. 

4.27 Mr Aylward-Mills does not explain at paragraphs 7.13 to 7.14 of his evidence why the branding of 

the general area is dependent upon the exercise of compulsory purchase powers. In my opinion, 

such branding as occurs will be achieved by the nature of complimentary uses and occupiers 

attracted to the area which, in turn, will be determined through planning policy and matters such 

as Freeport and Enterprise Zone incentives rather than land ownership. As such, the public sector 

already has the means to influence and create brand identity without any need to own the land. In 

any event, it appears that the Development Corporation intends that the site will be leased to 
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occupiers and developers who will then collectively create the brand. As such, there is no need for 

the Development Corporation to own the land for a brand identity to be created and this does not 

justify the exercise of compulsory purchase powers. 

4.28 Mr Aylward-Mills refers to the potential for Freeport status at paragraph 7.19 and 7.20 of his 

evidence but it is apparent from the range of ownerships that would remain even if the Order were 

confirmed, that Freeport status does not depend on the land within the boundary all being in one 

ownership.  

4.29 As such, none of the points raised by Mr Aylward-Mills justifies the securing of comprehensive 

ownership by the Development Corporation by means of the proposed Order.  
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5.0 CONCLUSIONS 

5.1 It is apparent that both the Development Corporation and the Thai Banks want to see the SSI Land 

brought back into use for the generation of employment and development. The issue, therefore, is 

about who delivers that regeneration and the manner in which it is intended to be delivered.  

5.2 In this context, the Order should not be confirmed unless the Development Corporation is able to 

demonstrate a scheme that is in the public interest can only be delivered if there is an Order so as 

to justify the interference with the Thai Bank’s interest. 

5.3 The Development Corporation already have significant interests in land which they have yet to bring 

forward. This land is sufficient for them to deliver the early phases of development assuming that 

they are able to overcome the significant absence of finding that I have identified. 

5.4 In this context, it is notable that, whilst development of RBT appears to be an early important 

aspiration of the Development Corporation, the RBT land has not been included within the Order 

and the Development Corporation is relying on a voluntary agreement with RBT Ltd who, as at the 

date of this evidence, is part controlled by the Thai Banks. This, in itself,  demonstrates that that the 

Development Corporation do not need to exercise compulsory purchase powers to bring forward 

development. 

5.5 It is also not necessary to use compulsory purchase powers to ensure that access to the SSI Lands 

is not cut off thereby depriving future occupation of that land. Contrary to the evidence of Mr 

Greally, the SSI Land has full enforceable rights over the highway and as such does not need to be 

granted new rights through the exercise of statutory powers. In any event, to do so would not 

require the acquisition of the SSI Land.   

5.6 With regard to the installation of utilities, it is the case that statutory powers already exist for the 

creation, extinguishment and variation of rights for infrastructure such that it is not necessary to 

provide new powers that simply replicate what already exists. In addition, new utilities are usually 

installed and subsequently adopted by the statutory undertaker such that the Development 

Corporation does not need to exercise new powers on behalf of statutory undertakers already 

benefitting from powers. 

5.7 I understand the point in respect of neighbouring land uses and the need for good neighbourly use 

of land but, again, this is something that can be addressed through engagement with the Thai Banks 

and does not warrant the grant and exercise of powers that will have the effect of destroying 

private sector development. 



                                                                   
  
Expert Evidence  

 

54 
 

5.8 In this context, the Development Corporation have not identified a clear use or purpose of their 

land as, with the exception of Able UK Ltd they have not provided any evidence of having 

progressed discussions with end other users to a stage where there can be confidence that such a 

use will come forward. In this regard the Net Zero Teesside project is not a confirmed project and, 

in any event, is completely separate to the Development Corporation’s scheme such that, if it is to 

happen, it will happen regardless, not because of, the Development Corporation securing an Order. 

5.9 It is not surprising, in view of the lack of identified occupier interest, that the Development 

Corporation are promoting Freeport status. Bearing in mind that the expansion of RBT is being 

seriously considered by the Thai Banks and would require the retention of Plots 1, 2 and 3 even if 

the Jingye scheme did not, for some reason, proceed, this is a scheme that does not need or require 

the exercise of compulsory purchase powers and can benefit from private sector expertise.  

5.10 However, the Development Corporation has not explained how Freeport status is considered to be 

compatible with their scheme which is heavily reliant on rates income that would be lost if Freeport 

status was to be secured.   

5.11 It is clear that, not only does the Development Corporation not have secured occupier demand but 

it also does not have the necessary funding in order to bring development forward.  

5.12 Much has made of the “commitment” by the Government to provide £71m. However, this funding 

is far from committed and it is clear from the letter attached at Appendix 7a of Mr Macdonald’s 

evidence is clear that the Development Corporation need to make a Business Case and, in order to 

help them out, the Government is prepared to grant a request for £71m but this funding will only 

be released following a review of the Business Case and delivery plan.  

5.13 In other words, the Government are effectively saying that they recognise that the Development 

Corporation cannot prepare a business plan without including Government funding in that plan, 

but the Government are not prepared to provide this funding until they are satisfied with the 

Business Plan. As such, the Government has given the Development Corporation the greenlight to 

prepare their Business as if the funding has been granted but it will only be released if the Business 

Plan stacks up. 

5.14 However, the Development Corporation’s Business Plan, assuming it is as has been represented in 

the evidence provided to me, does not stand up to scrutiny and it is quickly apparent that there are 

major flaws in the approach that has been taken.  
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5.15 One of the main mistakes, in this regard has been to project revenue growth over the life of the 

project but rely on costs estimates from 2017 and assume that such costs have not increased in the 

interim period nor that they will continue to increase over the life of the project. In addition, the 

Development Corporation has included Service Charge income when this income is for 

maintenance and repair not implementation of development. 

5.16 There is also a lack of recognition that all the schemes put forward on behalf of the Development 

Corporation as comparable are significantly smaller and benefit from Enterprise Zone status. In 

addition, there are other locations where the types of industry being identified by the Development 

Corporation as potential occupiers, i.e. wind farm technology are still being offered Enterprise Zone 

incentives. However, the Development Corporation are heavily reliant on the retention of rates 

income such that they are limited in respect of the incentives that they can offer.  

5.17 It is also concerning that the merits of a Freeport are being promoted by the Development 

Corporation as a major incentive to occupiers, investors and lenders although the Development 

Corporation should be aware that this would result in a potentially significant loss of rates income 

without which their scheme is even more undeliverable. 

5.18 Even before the loss of rate income is taken into account it is clear that significant additional funding 

will be required and it has been suggested in the evidence provided to me, that this significant hole 

could be plugged through a Public Works Loan and private sector borrowing. With regard to the 

Public Works Loan it appears that no application has been made. I do not believe that the 

Development Corporation would submit a Business Plan based on the cashflows as prepared by Mr 

Macdonald as they are fundamentally flawed for the reasons I have set out within this evidence. As 

such, there is currently little certainty that this funding will be forthcoming.  

5.19 Mr Knowles has set out within his evidence the criteria that private lenders would base their 

decisions upon and, based upon the IRRs calculated by Mr Aylward-Mills which, in turn is based on 

the flawed information provided by Mr Macdonald he concludes that there would be appetite for 

private lending and that such appetite would be strengthened in the event of  Freeport coming 

forward. The first flaw with this analysis is that, as I have pointed out above, the introduction of a 

Freeport would potentially increase rather than decrease the Development Corporation’s exposure 

to lending making the scheme a less attractive proposition. 

5.20 However, putting this to one side, it is the case that, having amended Mr Macdonald’s spreadsheets 

the knock-on effect on Mr Aylward’s calculations of the IRR are such that, by Mr Knowles’ criteria, 
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the performance of the Development Corporation’s scheme would not fall within the range 

considered to be desirable by lenders.  

5.21 Bringing this all together, it is therefore the case that in order to implement its desired scheme, 

assuming that the Order was confirmed, the Development Corporation has to present a Business 

Case to the Government to secure their request for £71m, a Business Case has to be presented to 

the Public Works and Loan Board, and a case will need to made to the private sector for lending. 

However, if the Business Plan was to be based on the numbers that have been presented to me, it 

is difficult to envisage any funding being forthcoming even before the matter of Enterprise Zone 

and Freeport incentives is considered. 

5.22 In any event, the Development Corporation does not currently have the power to retain rates 

income as this is dependent upon Special Economic Area status being confirmed which, in turn is 

subject to the passing of the necessary legislation. Whilst I cannot be certain as to the current status 

of that legislation, I have not seen anything to suggest that the grant of statutory power(s) is 

imminent nor that the process has even begun. On the basis of the calculations I have been 

provided with it is my opinion that, until this question is resolved, the Development Corporation 

are not in a position to present a Business Plan to the Government, Public Works Load Board or 

private lenders as their plan is predicated on the retention of this income.  

5.23 In addition, even if Special Economic Status is secured, I have seen no evidence that there is an 

agreement in place to allow the Development Corporation to share this with the Billing Authority.   

5.24 There is also little reliable evidence of end-user demand for the site bearing in mind the proximity 

of competing sites and the lack of incentives on offer with Able UK Limited scheme appearing to be 

the only scheme that has made significant progress.  

5.25 The assumed rentals and land take up as adopted by Mr Macdonald within his appendices do not 

accord with the evidence of the market. In addition, it is not clear as to what comparable evidence 

Dodds Brown and Avison Young have relied upon and what account they have taken of other sites 

benefitting from incentives in respect of matters such as rates and capital allowances. 

5.26 The Development Corporation has provided a list of enquiries and prospective types of use for the 

land which indicates that there is some interest.  However, especially given the lack of progress in 

negotiations, there is little evidence that any of those interested have decided that the Order lands 

are their preferred location and/or there are no more attractive locations elsewhere.  
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5.27 Nonetheless the Business Plan is heavily reliant on assumption of significant sustained rental 

growth with all the land disposed of within 10 years.  The evidence does not support this 

assumption. As this is a significant income against which lending will be secured, it is likely that the 

public and private sector lenders would scrutinise these assessments particularly closely. As such, 

the lack of proven demand will not just affect the assumed rents but also be of significant concern 

to funders.  

5.28 Whilst I have significant concerns in respect of rental and other sources of income, I am also 

concerned that the cash flow models presented in evidence rely on historic cost assessments that 

have not been adjusted to accord with present day values. In addition, the cost assessments 

provided to the Inquiry differ significantly from the cost assessments provided to the Thai Banks. 

However, as with the question of rental values, the Development Corporation has chosen not to 

provide any detailed evidence of up to date cost assessments other than the demolition 

assessments. I therefore am unconvinced that these costs can be relied upon. 

5.29 Overall, the Development Corporation are unable to provide any confidence that they are able to 

deliver the scheme for which they are seeking compulsory purchase powers. Their Business Plan is 

based on incorrect information and assumptions and, even before these are corrected, it is 

apparent that they are completely reliant on significant public and private sector funding that, in 

turn, is dependent upon the Development Corporation being able to provide a credible and 

believable Business Plan.  

5.30 In effect, therefore, the Development Corporation are seeking compulsory purchase powers for a 

scheme that may or may not involve a Freeport, funded by rates income that may or may not be 

forthcoming and reliant upon demand that, at present, does not tally with the predicated rental 

income projections. In addition, the scheme is reliant upon lending but in order to secure that 

lending it needs to demonstrate a Business Case but in order to prepare this the Development 

Corporation will need to make credible assumptions which will reveal a need for even more funding 

than currently allowed for. 

5.31 In contrast, the Thai Banks are pursuing private sector development that does not require public 

sector interference and can be implemented alongside, rather than in competition to, the 

Development Corporation’s development on the land already under their control, assuming that 

they are able to secure the required funding. 
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5.32 In the event that the Thai Banks fail to secure private terms in the market for the regeneration of 

the SSI Land there will still be time for terms to be negotiated with the Development Corporation 

within the proposed phasing plan as set out in the Master Plan. 

5.33 Overall, my opinion remains as set out at Section 9 of my Evidence namely: 

 The deprival of the Thai Banks of their interest in the SSI Land should not be permitted in the 

absence of a compelling case in the public interest; 

 The Development Corporation’s proposals fail the tests set out in the Guidance and do not  

comprise a compelling case nor are they in the public interest; 

 There is good reason to be confident that the Thai Banks proposals will come to fruition 

thereby providing regeneration and job creation that is not dependent upon the public purse;  

 There is therefore no compelling case, in the public interest, to prevent the Thai Banks from 

proceeding with their current course of action. 

5.34 It is therefore my opinion that the Order should not be confirmed in respect of the SSI Land even if 

it is determined that the Order has been validly made.  

 

 

  

 


