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10.

The approach used by NEGC Ltd assumesthat NEGC Ltd becomes alocally led development
corporation, which acquires the land atits marketvalue in phasesand then undertakesthe
infrastructure and servicingworks, including S106 matters. The serviced landissold forits
marketvalue to developers who undertake the construction and sale of completed dwellings
includingland/buildings for otheruses.

The approach issimilartothat used by a masterdeveloper. Itdoesnot preclude direct
development by NEGC, but this would be on the basis that the market value of the land is
paid/accounted for.

The cost of the land has been assessed on the basis thatthe paymenttoa landownerwill
reflectits marketvalue assetoutinthe AY note appendedto Further Hearing Statement for
Matter 5 (Delivery mechanisms and State aid).

The costs and income are calculated within abespoke excel model that has been written by
Grant Thornton.

The cost of the infrastructure and S106 obligations has been estimated by Gleeds and includes
an allowance for Optimism Bias.

Allowance is made forthe operating costs of NEGC apportioned to each garden community.
This starts in 2019 andincludes pre-development costs such as masterplanningand CPO
preparation.

The timing of the acquisition of the land, the payment forinfrastructureand the receipt of
income are detailed in the summary annual cashflows, EXD/062.

The cost of fundingis based on borrowings with differing rates for the land, infrastructure and

operating costs. The interest payable on each debtfacility:

(a) Landloan:to finance land acquisition; interest rate of 2.5% pa; repaid on an annuity
basis overd0 years.

(b) Opexloan:tofinance theinitial operating costs before the infrastructure loanis made
available -interest rate of 5% pa. The Opex loanisrefinanced by the infrastructure loan.

(c) Infrastructureloan:tofinance infrastructure costs—interestrate of 3.5% pa; repaid on
a cash available basis.

(d)  Gap facility loan: to finance interest payments (and principal repayments on the land
loan) whenthere isinsufficient cash available inthe period —interest rate of 4%; repaid
on a cash available basis.

The model shows both the Internal Rate of Return, excluding finance, the Profit on Costand
the NetPresent Value at 3.5%, excluding finance. The figures quotedinthe AY Evidence are
calculated from monthly cashflows.

The other assumptions made are detailed in the AY Viability Evidence.



