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1. Summary 

Introduction 

1.1. My name is Neil Chadwick. I am a Director with Steer Davies Gleave, a 

consultancy firm specialising in the transport sector. Since 2007 I have led a 

team that has supported the Promoters of the NGT scheme and in that role I 

have had overall responsibility for the technical work that underpins the 

Value for Money (Economic) Case and Financial Case that are part of the 

overall Business Case for the project. 

1.2. My academic qualifications are: 

 BA (Hons) Natural Science (Physics), University of Oxford 

 MSc Transport, University of London 

 MA Public Administration and Public Policy, University of York 

1.3. I have 25 years’ transport planning experience. In that time I have led and 

contributed to business cases for rail and rapid transit schemes in the UK 

and overseas. I have appeared at previous Transport & Works Act Order and 

Local Planning Inquiries, as well as inquiries of a similar nature in the 

Republic of Ireland.  

Conclusion 

1.4. The Department for Transport produces detailed guidance on the application 

of its appraisal approach. This is called WebTag, which is a suite of 

documents that sets out how to undertake a transport appraisal. As NGT has 

been appraised following WebTag guidance, the appraisal meets Treasury 

economic appraisal requirements. 

1.5. Part of the Treasury requirements is that major transport investments such 

as NGT that are seeking substantial Government funding are developed 

using the ‘Five Case’ business case model. The five cases are: Strategic 
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Case; Economic Case; Financial Case; Commercial Case and Management 

Case. NGT has been developed following the Five Case model.  

1.6. The January 2014 Business Case Review [C-1] sets out the Business Case 

for the application scheme. This was published alongside their Statement of 

Case by the Promoters on their website on 30 January 2014.  

1.7. The scope of my evidence is to: 

 Establish the Value for Money (Economic Case) for the NGT project that 

is the subject of the Leeds Trolley Vehicle System Order application.  

 Establish the project’s Financial Case.  

1.8. I also set out the derivation of a number of inputs to the transport model that 

has been applied to forecast NGT demand, revenue and benefits. 

1.9. While in my evidence I focus on the process to develop the Value for Money 

Case from the Department for Transport’s perspective, Value for Money is an 

equally important consideration for both Leeds City Council and Metro. A 

substantial local contribution is being made to the total cost of NGT and good 

practice and guidance suggests that the Promoters should apply the same 

approach to assessing the value for money of their contribution as does the 

Department for Transport.  

NGT’s Value for Money Case 

1.10. The Department for Transport’s guidance is clear that those costs and 

benefits that can be monetised in a consistent and comparable way should 

be included in the Cost Benefit Appraisal, but its guidance also explicitly 

recognises that not all costs and benefits can be readily monetised. So while 

there is a common misconception that the Value for Money Case and the 

monetised Cost Benefit Appraisal are one and the same thing, DfT guidance 

is clear that Value for Money considerations include, but are not limited to 

considering the Cost Benefit Appraisal.  



APP-7-1 

Page 3 of 6 
 

1.11. The Department for Transport’s guidance deals with this by setting out those 

costs and benefits that should be monetised. It also sets out methods for 

assessing non-monetised costs and benefits and this is done in either 

quantitative or qualitative ways, depending on the particular impact 

concerned.  

1.12. As part of the Cost Benefit Appraisal which forms one part of the Value for 

Money assessment, Department for Transport guidance is that two measures 

of economic worth are reported: the Net Present Value and Benefit Cost 

Ratio. The Net Present Value is the sum of all discounted costs and benefits. 

Any scheme that has a Net Present Value bigger than zero increases welfare 

and so in the absence of funding constraints or better alternatives, is 

desirable to implement.  

1.13. There are, however, constraints on funding and this is why we consider the 

Benefit Cost Ratio, which is the ratio of discounted benefits to discounted 

costs. The Benefit Cost Ratio is an indication of the return on the investment. 

In the case of a WebTag assessment, the discounted costs used in the 

Benefit Cost Ratio calculation is the net cost to the both the local and central 

government parts of public sector less any public sector revenue surplus 

and/or private sector contribution.  

1.14. NGT has: 

 a NPV of £287m 

 a BCR of 2.90:1 

1.15. As guidance and good practice requires, integral to the Business Case 

Review [C-1] are a number of appraisal sensitivity tests. These demonstrate 

the sensitivity of NGT’s Benefit Cost Ratio to key assumptions and so the 

robustness of the Cost Benefit Appraisal.  

1.16. Taken together the Business Case Review sensitivity tests lead me to 

conclude that NGT’s Benefit Cost Ratio is robust to a range of extreme 
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downside sensitivities and that there therefore is no question that the 

benefits of NGT substantially exceed its costs. 

Consideration of Alternatives 

1.17. The Business Case Review [C-1] includes an assessment of the Value for 

Money of a Next Best Alternative. The Next Best Alternative is specified to 

deliver outputs and outcomes which are as comparable as is practicable to 

the preferred NGT option. Its purpose is to confirm that any specific impacts 

of the Promoters’ choice of technology are justified relative to other ways of 

delivering the project benefits. 

1.18. The Next Best Alternative has been specified to follow the same alignment 

as NGT and would benefit from the same level of priority. The vehicles for 

the Next Best Alternative have been specified as plug-in hybrid articulated 

vehicles. A plug-in hybrid vehicle is similar to an existing hybrid vehicle with 

additional on-board energy storage which allows the vehicle to run in electric 

mode to a greater extent than a conventional hybrid vehicle.  

1.19. A Low Cost Alternative has also been considered. The Low Cost Alternative 

is specified to confirm that the scale of investment in NGT is justified, in 

particular that the majority of the benefits of NGT cannot be delivered for the 

minority of the costs.  

1.20. The specification for the Low Cost Alternative is that hybrid diesel-electric 

buses would operate in the same public transport corridors as NGT, but 

without off-street segregation. Some on-street priority additional would be 

provided, which would improve bus journey times and their punctuality. 

There would be enhancements to existing stops. There would be Park and 

Ride sites at Bodington and Stourton.  

1.21. Since the completion of the Business Case Review a number of variants to 

the Next Best Alternative and Low Cost Alternative have been considered.  

1.22. In my opinion the economic performance of NGT, the Next Best Alternative 

and Low Cost Alternative shows that the Promoters' selection of NGT is 

justified; as it is clearly the best option.  
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Financial Case 

1.23. The Financial Case for NGT considers the capital funding that is required, 

the funding package for NGT and its operating position. The operating 

position is a comparison of forecast revenue with projected operating, 

maintenance and on-going renewal costs. 

1.24. The projected outturn implementation cost for the Preferred Option is 

£250.5m. The DfT’s Programme Entry re-approval in July 2012 sets out the 

Government’s commitment to contribute £173.5 million to the outturn cost of 

NGT. The balance of the funding (£77.1 million) will be met by the 

Promoters.  

1.25. The financial sustainability of NGT has been considered by comparing the 

projected operating and maintenance costs for NGT with its revenue. It is 

projected that after allowing for a period for the build-up of demand, there will 

be an overall operating surplus. 

1.26. As part of the Financial Case the operating position of the Next Best 

Alternative has also been assessed. In contrast to NGT the assessment in 

the Business Case Review is that is on-going revenue support would be 

required and therefore the Next Best Alternative is not financially sustainable.  

1.27. Similarly as assessment has been made of the Financial Case for the Low 

Cost Alternative. The Low Cost Alternative’s Park and Ride service from 

Stourton to the University cannot be considered as financially sustainable. 
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Conclusion 

1.28. The Value for Money Case for NGT has been developed with regard to 

Department for Transport guidance and good practice.  

1.29. The Value for Money Case for NGT is superior to that of either the Next Best 

Alternative or Low Cost Alternative. The Promoters' selection of NGT is 

justified; as it is clearly the best economically-performing option.  

1.30. The Financial Case shows that funding sources have been identified for 

implementation of NGT and that its operation will be financially sustainable. 

Although this option requires more funding in total than either assessed 

alternative, it is the only option which has funding available from the DfT and 

has a clear delivery route.  

1.31. I believe that the Value for Money Case and Financial Case of the NGT 

project that is subject to the Order application being considered by this 

inquiry, shows that NGT represents a good use of public funds and that there 

is therefore no reason to question that the funding committed to the project 

by DfT will be available. 

1.32. My proof of evidence includes all facts which I regard as being relevant to the 

opinions that I have expressed. I believe that the facts stated in this proof are 

true and that the opinions stated are correct. 
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