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1.

Introduction

1.1

Tidal Lagoon (Swansea Bay) plc ("TLSB") is making an application ("Application")
for a development consent order ("DCO") to the Secretary of State for Energy and
Climate Change ("Secretary of State") under the Planning Act 2008 ("PA 2008").
The DCO would authorise TLSB to construct and operate a 240 MW (nominal) tidal
range powered generating station in and adjacent to Swansea Bay in Wales
("Project").

1.2

The proposed output of the Project would be in excess of 100 MW and therefore,
whilst being offshore, it is classified as a nationally significant infrastructure project
(“NSIP”) for the purposes of sections 14 and 15 of the PA 2008. Under the PA 2008,
a DCO application is required under s37 to authorise construction and operation for
such a generating station.

1.3

This Funding Statement has been prepared as required by Regulation 5(2)(h) of the
Infrastructure Planning (Applications: Prescribed Forms and Procedure) Regulations
2009 and accompanies the Application.

1.4

This Funding Statement has been submitted as it will be necessary to acquire land
and rights over land in order to develop the Project. Therefore, powers of
compulsory acquisition have been sought in the DCO. The Funding Statement
explains how TLSB proposes to fund the acquisition of rights and land, and the
implementation of the Project.
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2.

Project Background

2.1

The Project is an offshore generating station with a nominal generating capacity of
240MW. The Project is a tidal range scheme, comprising of offshore works, onshore
works, and a cable and grid connection. The Project consists of an irregular Ushaped seawall that will enclose the seabed, foreshore from the eastern bank of the
River Tawe to the south-eastern corner of the new Swansea University Bay Campus
("SUBC"), which is currently under construction. The impounded area of water will
be approximately 11.5km2 contained by a seawall that is around 9.5km in length. It
is intended that the full extent of the Project will be accessible to the public at certain
times for use as an education, leisure and sporting facility.

2.2

The offshore works include the seawall, turbine and sluice gate housing, operation
and maintenance facilities and visitor facilities. The seawall will be fully accessible
from the western landfall and eastern landfall of the Project, providing a track for
pedestrians and cyclists, with passing spaces to ensure usability for emergency and
operation and maintenance vehicles. The turbines and generating equipment will be
housed in a structure on the south-western bend of the seawall, and it is these that
will generate power. Atop this turbine housing will be an operation and maintenance
and visitor centre, which will contain facilities for education and exhibition space for
the public.

2.3

The onshore works will consist of further operation and maintenance facilities
integrated with visitor facilities and access facilities for the Project, principally at the
western landfall of the Project. The visitor facilities will range from car parking and
information, to boating facilities and access to the offshore elements of the Project.
Access to the Project during construction and operation will be obtained via the
current port roads that serve the Port of Swansea and the foreshore. These roads can
be accessed from Fabian Way via Langdon Road. To reach the eastern landfall of the
Project, pedestrians and cyclists will be able to use Langdon Road before using a
route provided along the existing port road on ABP land and a path at the foreshore
of the SUBC.

2.4

The cable and grid connection will also be constructed to export the generated power
to the existing Baglan Bay substation. The cable and grid connection is anticipated
to run from the western landfall, along the road south of Queen’s Dock and past the
Waste Water Treatment Works ("WWTW"), along the south-side of Fabian Way,
and underneath an existing path through the Crymlyn Burrows SSSI to the
substation at Baglan Power station. Where possible, the cable and grid connection
will use existing paths and ducting under the River Neath to reach the substation.
Using existing metalled or asphalted routes enables disturbance of valuable habitats
to be managed and serves to minimise the impact on Crymlyn Burrows.

2.5

As the land required for the construction of the above works is not owned by TLSB,
power of compulsory acquisition are being sought in the Application. This Funding
Statement addresses how the acquisition of such land and the construction of the
Project will be financed.
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3.

Company Background

3.1

Since inception, the Project has been promoted by a single, core team that has
operated under three company names. Work started in March 2011 under the name
Low Carbon Developers A year later, the development companies re-branded as
Inazin, comprising Inazin Tidal, Inazin Wind and Inazin Solar. In September 2012,
the Inazin Tidal business demerged from the other Inazin companies and a new
company was established to focus on developing tidal lagoon technology: Tidal
Lagoon Power Ltd ("TLP").

3.2

TLP has since established a Special Purpose Vehicle ("SPV") for the Project: Tidal
Lagoon (Swansea Bay) plc ("TLSB"). TLSB is the promoter of the Project by whom
the Application and a marine licence application to authorise construction and
operation of the Project are being submitted. It will be the undertaker for the
purposes of the DCO. For the purposes of simplicity, TLSB is the name used in
respect of the promoter in documents accompanying the Application, irrespective of
the entity which promoting the Project from time to time, and notwithstanding the
company name changes described above.

3.3

As at 6 February 2014, the total combined investment in TLSB by companies and
individuals is approximately £7.3 million.
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4.

Land Acquisition

4.1

The development of the Project requires the acquisition of interests in land, rights
under and over land, and the temporary use of land.

4.2

There are four principal landowners which the Project directly affects and a small
number of smaller landowners where TLSB will require a permanent easement for
the cable and grid connection. The major landowners are Associated British Ports,
St Modwen Properties plc, Swansea University and the Crown Estate.

4.3

TLSB are currently in discussions with all landowners with the intention of securing
an interest in land by way of a 120 year lease or a freehold over each parcel of land.
Part of TLSB's innovative offer is apportioning a part of the revenue stream
proportional to the land held by each party (ie a turnover rent).

4.4

To date, TLSB has commenced discussions with the Crown Estate. TLSB is in
negotiation with Associated British Ports, St Modwen Properties plc, Swansea
University, Dan Morrissey Ltd, Gorvett Estates, Baglan Bay Company, Intertissue
and Baglan Generation Ltd. TLSB has also discussed the Project with, and
consulted, other parties with an interest in land. Pursuant to its application for the
DCO, TLSB is requesting compulsory acquisition powers for the acquisition of the
interests, rights and use of land not secured by the close of the Examination.

4.5

The total estimated maximum costs to acquire the land and rights required for the
Project are approximately £10.5m. It should be noted that this is an estimated
freehold valuation of the land and rights required for the Project, and excludes the
valuation of the Crown Estate's seabed interest. This will be secured by a lease from
the Crown Estate. TLSB considers that the actual capital costs of land acquisition are
likely to be significantly less than the above sum.
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Funding for Blight
4.6

It is not anticipated that claims for statutory blight will arise as a result of the
promotion of the DCO. Nevertheless, should claims for blight arise as a consequence
of the application for development consent being made, and before it is known
whether the Project will proceed, the costs of meeting blight claims that are upheld
will be met through the Project Financing Plan described in section 6.0 of this
Funding Statement.

4.7

The concept of blight derives from the provisions of sections 149 to 171 of the Town
and Country Planning Act 1990 ("TCPA 1990"). The blight provisions operate as a
form of reverse compulsory acquisition, where a person owning land within certain
limited categories of landowner, is able to require the acquisition of his land by an
acquiring authority, to which TLSB is analogous here. That ability arises where the
land is or may be subject to powers of compulsory acquisition, as provided under
paragraph 24 of Schedule 13 to the TCPA 1990. That paragraph applies the blight
provisions to land which is subject to an application for development consent which
seeks authority to compulsorily acquire the land in question.

4.8

A blight notice can be served under the TCPA 1990 by owner occupiers of certain
types of land. These are:

4.8.1

where the land is or is part of a hereditament under Section 64 the Local
Government Finance Act 1988, which has an annual value less than that specified by
the Secretary of State in an order, which is £34,800 and the whole or a substantial
part of the land is occupied by the owner. This applies mainly to small businesses,
which is not applicable in this case;

4.8.2

where the land is a hereditament occupied by an individual who occupies the whole
or a substantial part of the hereditament as a private residence. In this case, no
private residences are subject to compulsory acquisition; and

4.8.3

where the land is an agricultural unit or part of such a unit. The term "agricultural
unit" in this context means land which is occupied for agricultural purposes
including any dwellinghouse or any other building occupied by the same person for
the purpose of farming the land. Again, TLSB does not consider this category is
applicable to the Project.

4.9

None of these limbs appears to be applicable in this case.

4.9.1

TLSB, on the basis of consultation and land referencing exercises it has undertaken
in respect of the Project, has concluded that no small business premises or owner
occupiers of dwellinghouses are affected by the powers of compulsory acquisition
requested in the DCO. TLSB knows of no proposals to sell any of the land affected
by the proposed powers. As such, TLSB has concludes that there is no land in
relation to which a blight claim could be validly made out. As such, it is not
anticipated that claims for blight will arise.

4.10

For a blight notice to be accepted, and compensation being payable in respect of
blight, it must be supported by evidence that the claimant has made reasonable
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endeavours to sell the land in question and that he has been unable to do so or could
do so only at a price substantially lower than that for which it might reasonably have
been expected to sell. Quite apart from TLSB's view that the blight provisions do not
apply here, there is no current evidence that potentially qualifying owners of land
have sought to, or are seeking to, dispose of any of their land, thereby qualifying for
a blight payment.
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5.

Estimated Project Costs

5.1

TLSB has put together a capital cost estimate for the construction of the Project.
This estimate has been developed using accepted industry cost estimated practices
for infrastructure development with the benefit of the wider team’s experience with
other major infrastructure development in the marine environment. The estimate is
informed by third party contractor quotations. Other estimated costs are included in
the table below to provide a total capital cost:
Works/Costs

Estimate

1

Lagoon Generating Station Construction

£790m

2

Cable and Grid Connection

£15m

3

Public Realm Works

£30m

5

Professional and other fees (up to and including commissioning of £15m
generation)

5.2

6

ESTIMATED CAPITAL COST including contingency

£850m

7

Developer Fee

£60m

8

PROJECT COSTS

£910m

The costs of interest and other debt servicing will be met from revenues generated
by the Project.
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6.

Project Financing Plan

6.1

The Project is to be funded through project finance funded and secured against the
projected operating profits of the Project. This funding model has been applied
successfully to other major infrastructure projects.

6.2

TLSB intends to raise project debt financing and equity capital to meet constructions
costs. This would be refinanced once the Project is operational and cash-flows had
been established.

6.3

It is anticipated that the proportions of funding will be:

6.3.1

20% equity;

6.3.2

15% mezzanine finance; and

6.3.3

65% senior debt.

6.4

The Company Directors of the Project have previous experience of renewable
electricity generation projects. They have successfully project financed similar
projects elsewhere. It is expected that TLSB will finance this project on a limited
recourse basis in a similar fashion.

6.5

It is anticipated that equity will be derived from two international infrastructure
specialist funders. The funding of the Project is expected to be subject to grant of the
development consent order; establishment of a strike price for a Contract for
Difference with the British Government; and securing other financing. One of the
funders has performed an independent valuation of the merits of the Project relative
to other infrastructure projects that have successfully obtained project financing.

6.6

It is expected that mezzanine finance will be secured from various banking sources,
as would senior debt. At present, some six entities are expressing interest in
providing mezzanine finance and senior debt.

6.7

All of the potential investors are familiar with the principle of the Project and will
carry out due diligence of their own to establish that the Project is suitable for
investment purposes. This due diligence will have regard to the lower risk of the
Project in comparison with offshore wind, in respect of which substantial sums of
project finance have been secured in the last five years. The lower risk operation
and management regime for the Project, together with the 50 year operational
history of hydro-turbines and the 50-100 year lifecycle of the Project, ensure the
security of this Project. It has a well proven and well understood availability.

6.8

TLSB has carried out sophisticated project finance modelling and scenario planning
in order to test the various costs and revenue assumptions. This has also looked at
discounted cash-flow analysis to determine the returns of various tranches of debt
and equity holders. These have been factored into the Project planning and financial
modelling.
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7.

Conclusion

7.1

Whilst the Project does not have the benefit of full funding at this stage, this is not
unusual for a project of this nature as planning consent will be required to reach
financial close. Based on the prognosis from funders it is not anticipated there will
be any funding shortfall for the Project in terms of its principal project cost financing
or land acquisition at the time when finance is required.

DLA Piper UK LLP
Solicitors to Tidal Lagoon (Swansea Bay) plc
6 February 2014
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