Written Representations On Manston DCO Application

| am writing to object to River Oak strategic Partners Limited’s (“RSP”) proposed DCO Application as a Nationally
Significant Infrastructure Project (“NSIP”) and expand on the initial statement that | provided in the Autumn.

Firstly, by way of background on myself. | am a Chartered Accountant with over 20 years of direct Corporate
Finance experience in transactional funding, negotiation, structuring and assessment — executing over £6bn of
transactions in the real estate and infrastructure space over this time.

Through the DCO process RSP appear to be seeking to secure rights they have no entitlement to, to compulsorily
buy land they don’t own, to build an airport the nation doesn’t need with money they don’t have.

The Azimuth Associates reports that form the sole foundation of RSP’s aviation need case are deeply flawed,
partial and misleading. As presented these reports do not provide sufficient information or evidence for the
Examining Authority to come to a proper understanding of the factors driving air freight in the UK. Nor do they
make any attempt to explain the long-term decline of air freighter use in the UK. This is in contrast to multiple
experienced aviation advisors who have assessed the specific UK position.

. There is absolutely no need case. The 2017 DfT aviation forecast now projects no growth in UK
freighter ATM’s in the next 30 years. This is a reduction from their previous 2013 projection of
ATM growth of 0.4% a year over the same period.

o Actual freighter ATM’s recorded by the CAA in the UK have fallen from ¢110,000 in 2000 to
€52,000 in 2017. This has been driven by long term market trends as air freight migrates onto
cheaper and more flexible belly hold routes; of which there is ever increasing capacity.

o Of these ATM’s there were c42,000 cargo ATMs in England and Wales of which ¢13,000 were
internal flights in which Manston will not participate.

. This leaves a potential market of 29,000 international /EU cargo ATMs for a reopened Manston
to attack - of which 84% are tied to existing infrastructure and distribution investments at
Heathrow, Stansted or East Midlands and only 18,000 are daytime flights.

o There is absolutely no plausible argument, and none has been advanced by RSP that supports a
migration of freighter ATM’s away from existing centres of operation and investment to a re-
opened Manston which has material and insoluble competitive disadvantages in both geography
and infrastructure.

This representation aims to provide the Panel with information and argument that will allow it to properly test,
question and challenge the assertions that have been made and repeated by RSP and their advisors and where
relevant provides evidence to support the questions that need to be asked.

For completeness | have also appended the various aviation reports that have been prepared in relation to
Manston over the years. All these reports have been carried out by firms with vastly more experience than
Azimuth and none of which reach a conclusion that in any way supports RSP’s analysis of the potential of the
location. It will be essential that the Panel fully appraises itself with the range of expert analysis of Manston and
the air freight market within the UK, so that it can properly question RSP’s proposals .

In order for RSP’s DCO to be successful, based on the current suite of information provided by RSP, the Panel
would have to conclude (i) that every aviation expert other than Azimuth that has looked at Manston has been
wrong, (ii) the repeated commercial failure of the airport over 15 years and multiple operators can be wholly
ignored and that (iii) all long term market trends for air freight in the UK can be considered to be entirely
irrelevant in relation to the performance of Manston.

This does not seem a tenable position given the available evidence .

Over the last 18 years Manston Airport has had an unfortunate but consistent history of sustained commercial
failure under a number of ownerships and through pursuing a number of strategies. Throughout this period
various reports have been commissioned by a variety of parties from Aviation consultants regarding the
potential viability of Manston. The only party who has reached a conclusion that Manston represents a great
opportunity for commercial aviation was Azimuth, whose principle, and seemingly only, consultant worked at
Manston under one of RSP’s directors.



The other consultancy teams who all have significantly more experience and expertise to draw on from within
their firms, both within the UK and globally have all reached very different conclusions as summarised below.

“AviaSolutions concludes that airport operations at Manston are very unlikely to be financially viable in the
longer term, and almost certainly not possible in the period to 2031.“
AviaSolutions report on Manston viability for TDC Sept 2016

“AviaSolutions’ view is that the Azimuth and Northpoint forecasts both represent a highly ambitious outlook for
air freight volume at Manston Airport and the likelihood of the forecasts being realised is very low. Neither report
puts forward a sufficiently credible case, nor provides the evidence, for AviaSolutions to change its views on the
financial viability of Manston Airport.”

AviaSolutions report on Azimuth Reports for TDC August 2017

“The Azimuth and Northpoint submissions are notable for making major assertions as fact without providing
relevant supporting evidence. “

It is highly unlikely that a re-opened Manston could play any significant role in serving the needs of the UK air
cargo industry. There is currently no shortage of overall capacity, and future demand growth into the long term
can be met with planned expansion from the leading cargo airports in the UK.”

Altitude Aviation Advisory for SHP Jan 2018

“In our view, the Azimuth cargo movement forecasts simply lack credibility.”
York Aviation For SHP Nov 2017

This clear and consistent advice from aviation consultancy firms highlights the importance of the Examining
Panel reaching a full understanding of the relevant aviation issues that impact Manston and properly testing
Azimuths assumptions.
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Introduction

It seems clear to me, from my detailed review of RSP’s submissions, that there can be no credible case for viable
commercial aviation at the site given both its long and repeated history of failure and the unavoidable
competitive disadvantage that is conferred on it by its geography.

Furthermore, it is not, in any way, clear why a DCO would be necessary or lawful to re-open the airport given its
extant planning status and the owner’s ability to refurbish existing infrastructure, that already has planning
without any further consents. There seems to be little dispute that the sites current owners could reopen
Manston without pursuing a DCO and if the demand was actually there they could implement analogous aviation
proposals over time without any requirement for a DCO.

If the demand for commercial aviation at the site was in any way real it would seem that Manston’s existing
operational and planning consents, which allow for unlimited daytime aircraft movements, would have real
value to any incoming aviation operator. Thus, if delivering aviation was actually RSP’s objective in acquiring
Manston, it is inexplicable why they should choose to pursue a highly speculative and expensive DCO process
with an uncertain outcome when they could have accelerated their plans by making the current owner a fair
offer.

There is absolutely no commercial logic in RSP’s stated position where they claim to have expended more money
in advisory fees and costs in pursuing a highly speculative and contested DCO than they are prepared to pay for
the land — particularly when they do not have the resources to deliver on their proposals. Simply put there is not
enough apparent upside in RSP’s aviation case to cover the risks that their current investors (whoever they are)
are taking. The Planning Act was not designed or intended to provide commercial entities with a negotiation
tool to acquire land they do not own.

Absent the presentation of a compelling and evidenced commercial case for a viable Manston and a detailed
business plan that can be properly tested and assessed no credibility can be given to the ability or intention of
RSP to deliver their plans.

Without enough detailed evidence on viability to demonstrate that Manston could deliver acceptable economic
returns for investors it would be impossible to reasonably conclude that there is any prospect of the necessary
£300m+ funding ever being raised in future to deliver on their project. Given that RSP must understand this and
have chosen to submit their DCO application with no financial information and no projections the only logical
conclusion absent this vital information is that RSP are attempting to use the DCO process as a “trojan horse” to
unlawfully secure 730 acres of Kent for long term commercial development.

By accepting RSP’s proposals for examination a precedent has been set that, if applied consistently, would allow
any existing airport in the UK to be compulsorily acquired through the DCO process through minimal variations
to their existing infrastructure. This cannot have been the intent of the Planning Act.

Nothwithstanding the enormous volumes of paperwork that have, to date, been produced by RSP it is very telling
that RSP have produced no business plan nor any financial projections that either support or justify their project
or its ability to attract sufficient investment capital to fund its delivery. Given, that by their own admission, they
have insufficient resources to implement even the early stages of their proposals it is inconceivable that any
DCO could be granted without the submission to the Examiners of a detailed Business Plan that can be robustly
challenged and assessed by the Panel and objectors to the scheme.

It is equally telling that while the environmental and technical advisors that have been used to support RSP’s
application are of an appropriately “institutional” quality RSP have chosen to build their entire aviation case on
a report that has been prepared by Azimuth Associates. Azimuth Associates are a sole practitioner firm whose
consultant (Sally Dixon), has very limited relevant experience, has no apparent other aviation clients and is
entirely conflicted due to their previous employment at Manston Airport alongside one of RSP’s directors. In
contrast, all other aviation advisors who have expressed a view on Manston, are larger firms with an
international outlook and who have an extensive track record in advising governments, airports and investors.

In

While I will outline the weaknesses and inconsistencies of the Azimuth report separately below; in any normal
financial/transactional due diligence process these factors alone would be sufficient for RSP to fail any objective
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due diligence process. RSP’s proposals are wholly unevidenced and by their own admission (as explained within
the Azimuth reports) have no empirical backing. As things stand this would be unacceptable to investors and it
would prove impossible for RSP to raise any money for their project on this basis.

All RSP’s other advisors have heavily and explicitly relied on Azimuth’s report in preparing their own assessments
in their design of the putative airport and the assumption that its projections can be relied on as “fact”. Hence,
RSP’s DCO application is fundamentally balanced on the Panel’s assessment on the credibility, and experience
of Azimuth and the ability of the research it has provided to RSP to successfully support an investor fundraising
process.

How Many Freighter Flights Are There in the UK ?
The glib answer is not as many as you might think.

So, firstly some context for the reader regarding the air freight market in the UK; data extracted from published
CAA Tables 6,13.2 and 15 for 2007 and 2017.

In 2007 there were 2,325,772 tonnes of air freight flown into and out of the U.K. This was split between
1,520,416 tonnes of belly hold freight and 805,356 tonnes of freight carried on 61,832 dedicated freighters.

Roll forward 10 years and the level of air freight in the UK has grown to 2,622,495 tonnes split between 1,861,759
tonnes of belly hold freight and 760,737 tonnes of freight carried on 52,330 dedicated freighters (a reduction of
9,502 ATMs). Total growth in the UK air freight market in the 10 years to 2017 was 296,723 tonnes. Of this
growth 237,233 tonnes of occurred between 2016 and 2017.

However, the overall UK figures disguise the fact that over the same period belly hold freight at Heathrow alone
grew by 365,000 tonnes - i.e. more than the whole market. Hence, the clear implication is that over that 10-
year period the volumes of air freight in the U.K. ( other than belly hold at Heathrow) declined. What is not clear
from these statistics is how much of Heathrow’s growth is flattered by growth in the trans-shipment of goods
that flow through Heathrow (given its hub status) but don’t actually ever enter the U.K. — and is wholly irrelevant
to any discussion of Manston.

Taking the “London System” as a subset of the market, which is the focus of Azimuth/RSP, the following
emerges.

In 2007 the London System of airports carried 1,724,040 tonnes of freight: split between 1,408,596 tonnes of
belly hold and 315,444 tonnes in 16,303 freighter ATMs. By 2017 air freight in the London system had grown to
2,053,427 tonnes split between 1,698,802 tonnes of belly hold and 354,624 tonnes on 14,588 freighter ATMs (a
reduction in freighter ATM’s of 1,715). Thus, the overall growth in air freight going through London was 329,387
tonnes. Again, this is less than the growth in the levels of belly hold freight at Heathrow alone indicating a
sustained decline in freight volumes (and freighter numbers) across the London system over these 10 years.

Azimuth/RSP may seek to argue that that this is not a true picture as “freighters are being squeezed out by
increased passenger flights”. Unfortunately, for this argument the CAA stats (Table 3.2) again do not bear out
this assertion.

In 2007 the “London System” facilitated 1,208,000 ATM'’s (both cargo and passenger) by 2017 this had reduced
to 1,193,000 (although this was the highest since 2007). An overall reduction of 15,000 ATM’s. Some of this
reduction is accounted for by the fall in cargo ATMs in the London system outlined above but the rest is a
reduction in passenger flights. Given that cargo ATMs reduced at every airport in the London system other than
Heathrow it is impossible to conclude that capacity constraints have limited growth potential of dedicated
freighters.

Taking a wider view from the UK as a whole there has been an overall reduction in the flights accords the UK
network of airports of 509,000. Implying a significant availability of slots across the UK, with no increase in
aviation infrastructure should they ever be required.

The above high-level analysis indicates why it is essential that the Examining Panel gains a full understanding of
the number, distribution and evolution of freighter ATM’s across the UK’s airport network and trends impacting
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on their use. RSP/Azimuth try to portray a picture where there is so little capacity in the UK airport systems that
air freight is creaking at the seams. This is not reflective of the published statistics (by the CAA) or the wider
market trends.

The table below from Avia’s 2016 report (based on 2015 CAA stats) shows just how few international freighter
flights there actually were in the UK. These show that the international ATM market that RSP needs to attract
to deliver their plan is both very small, very concentrated and very invested; with 77% of the total market being
focussed around existing freight infrastructure and distribution networks at Heathrow, Stansted, Luton and East
Midlands. RSP’s business plan for Manston envisages them securing over 17,000 cargo ATMs in a UK market
that is at best flat and seems to have been in long term decline.

In what way is it realistic for a peripheral airport such as Manston to re-open on the assumption that it can
secure 57% of the UK’s total air freighter market (in 2015 numbers) against what are existing, strong and better
located competitors.

In 2015, there were around 60,000 ATMs by all-freight aircraft across UK airports. These were split almost
equally between international and domestic operations. Freight movements are relatively concentrated on
a small number of airports, with East Midlands and Stansted accounting for 64% of movements in 2015

Freighter ATMs Int. as %
Domestic International of 2015
Total
Heathrow 3 2,385 2,388 8%
East Midlands 9,603 12,516 22,119 42%
Stansted 3.445 6,511 9,956 22%
Gatwick 0 3 3 0%
Manchester 205 830 1,035 3%
Belfast International 4,091 17 4,108 0%
Luton 183 1519 1,702 %
Birmingham 0 0 0 0%
Edinburgh 3,883 1,088 4971 4%
Other 10,136 5,032 15,168 17%
Total 31,549 29,901 61,450 100%

Source: Analysis of CAA Statistics

Since Avia reported these statistics cargo ATMs in the UK have continued their downward trend as shown in the
table below. These numbers are abstracted from Table 6 in the CAA statistics and refer to All UK reporting
airports (i.e. excluding Alderney, Guernsey , Isle Of Man and Jersey- Aviva’s numbers above include these).
Belfast International has been extracted from the numbers for consistency as they had a recognised reporting
error in 2016/2017 — in any event it is unlikely that cargo ATM’s in Belfast is in any way relevant to RSP’s
objectives for Manston.

2014 2015 2016 2017 2018
Cargo ATM's UK Reporting Airports 56,356 56,550 51,863 52,330 53,431
Cargo ATMs Befast International 4,063 4,108 1,000 1,545 3,368
UK Ex Belfast International 52,293 52,442 50,863 50,785 50,063
Change 0.3% -3.0% -0.2% -1.4%

Table 6 CAA Statistics, 2018 totalled from monthly reports.

It can be seen from these numbers alone that cargo ATM’s in the UK are a declining niche market that, even with
the growth in integrator traffic at Stansted and East Midlands, is in an ongoing decline.

Seasonal Variability

Much has been asserted by RSP/Azimuth in their submissions regarding (i) the perceived limited capacity within
the UK’s aviation infrastructure, (ii) that there is the huge unmet demand for cargo slots in the South East as
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cargo flights are pushed out by passenger planes, (iii) a strong performance of the cargo sector in 2017 and (iv)
the fact that the system was “full” in November 2018 all being “push” factors that could support the need for
Manston. Notwithstanding that the actual press stories that surrounding the peak freight demand in Nov 17
were to do with the availability of aircraft not landing slots at airports. The truth of the matter is better
illustrated by an analysis of the seasonality of airport usage in the UK.

To provide this analysis | have compared the seasonality of passenger and cargo flights in the 12 months from
the CAA statistics July 2017 to June 2018 for Heathrow, Stansted and East Midlands (the full analysis is appended
to this letter). It is clear from this analysis the demand for slots for passenger flights has a very different
seasonal pattern than the demand for cargo slots. In short peak demand for passenger slots occurs in the
summer months whereas peak cargo slot demand occurs in the run up to Christmas. Hence, the demand pattern
from these two market segments are complimentary rather than competing.

Taking Heathrow first. It has a peak daily Passenger ATM of 1,354 in September and a low of 1,220 in January (a
variance of 134 flights per day). It's corresponding peak Cargo ATMs per day was 9.4 (November) with a low of
7.6 (August); a variance of 1.8 ATMs per day. If there was the massive un-met demand that is posited by
RSP/Azimuth it would be logical for freighters to fill some of the seasonal slack at Heathrow and for there to be
more variability in the freighter ATM’s. At the point of peak cargo demand Heathrow is operating at 72 ATMs
per day below its peak ATM levels.

The position at Stansted is more extreme with a variance of 148 passenger ATMs day and 7 Cargo ATMs over
the year. During November, the busiest month in the year for cargo ATM’s, at Stanstead there were 143
available slots per day that could be used by cargo flights. They were not.

Lastly, at East Midlands, on a runway that is acknowledged not to be even close to its capacity, daily Cargo
ATM’s vary between 54 (July) and 67 (Nov) per day across the year —a maximum variance of 13 ATMs per day.
Whereas passenger flights vary between 57 (Jan) and 130 (July) a variance of 74 ATM’s a day. Again, in the peak
month for cargo (November) the airport is operating with 59 less aircraft movements per day that it does at
peak usage. The variability of usage for Stansted and East Midlands is shown in the charts below.

The lack of material variability in the level of cargo ATMs at each of these airports across a 12-month period is
in no way supportive of the argument that there is untapped demand that is restricted by capacity. The
proportional consistency of the seasonal variability between maximum and minimum cargo ATM’s per day at
Heathrow, Stanstead and East Midlands (ratios of 1.24, 1.29 and 1.24 respectively) does not support Azimuths
argument that the London airports are constrained — if that were true you would expect to see more variability
at East Midlands at peak season, which has huge untapped capacity, as flights are displaced from London.

Stansted Seasonality East Midlands Seasonality
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The facts actually show that each of the 3 key freighter hubs in the UK have the same seasonality across the
year and all have available capacity at the point of peak cargo ATM’s. Thus, their usage by freighters is not
restricted by capacity it is restricted by demand. This is wholly consistent with the declining freighter numbers
recorded by the CAA.

Manston’s Viability

As has been outlined above and subsequently, in the detailed critique of Azimuths report, there is no evidence
to support the growth assumptions presented by RSP for Manston. RSP’s plan envisages that in the 1% year of
operation it will become the 3 biggest freighter airport in the UK. Time after time aviation advisors have found
RSP’s projections as being simply not credible.

However, ignoring for the moment the volumes of market fact, expert evidence and advice that firmly and
consistently indicates that there is no real demand or a need for an additional airport at Manston we should
consider the potential viability (or otherwise) of RSP’s plans if they did ever come to fruition.

As detailed elsewhere RSP’s DCO submission provides absolutely no financial information on their plans for
Manston its revenues, its operational costs or its potential future profitability. So, as presented, it is impossible
for either the public or the Examining Authority to properly interrogate and assess their proposals. The following
analysis is intended to highlight to the Panel the questions that need to be asked.

Thus, the only option available is to is to derive a performance comparison with other airports based on RSP’s
projected volumes of flights, freight and passengers by looking at the reported financial metrics of comparable
airports across the UK. This is a reasonable approach given the commoditised and highly competitive nature of
the aviation sector and what would have to be very competitive (and comparative) cost structures at Manston
to ensure it won any business from existing operators.

To assess the maximum potential financial performance of RSP’s hypothetical, fully invested, Manston Airport |
have considered the position when it reaches its maximum operational capacity in its 20" year of operations.
This is when it is fully invested after RSP have raised and committed their quoted £300m of capex necessary to
deliver the airport envisaged in the DCO (investment of up to £479m has also been quoted by RSP -but it is not
clear what this includes).

It is essential to bear in mind that in their submissions RSP clearly state that they do not consider there is any
real likelihood of ever exceeding the 20-year cargo ATM and passenger numbers set out in their plans - so these
figures act as a ceiling on revenue and in effect would be an investment “best case”.

In order to derive a meaningful comparison for a theoretical “Peak Manston” as envisaged by RSP | have used
the 2017 financial performance of East Midlands Airport (as published on Companies House) and its gross profit
margin of 17.5% to drive an illustrative profit and loss analysis for the airport down to the Operating Profit line.
While this comparison will not be exact | believe it is both reasonable and very fair to Manston.

As outlined below the assumptions that have been used are heavily weighted towards the ability of Manston to
generate a profit from their projections (and they ignore the impact of any accumulated losses until the peak
capacity is reached). While East Midlands is doubtlessly the most comparative of the airports in the UK to RSP’s
stated plans | have also illustrated the impact of overlaying the significantly higher profitability levels of both
Stansted and Edinburgh airports onto RSP’s projections to illustrate just how speculative their scheme actually
is.

Assumptions/Methodology:

Capital Costs Capital costs of £300m have been assumed for Manston. This is the low bound of the
capex costs quoted by RSP and makes no allowance for accumulated trading losses
or funding costs incurred before the airport reaches breakeven point.

Operational Costs: In arriving at the assumed profit margin it assumed that an airports costs are always
100% variable. This is clearly an over estimation as an operational airport has a core
level of operational costs that are fixed and must be absorbed whatever the usage
levels. For example, in 2017 Prestwick Airport had a cost of sales of £4.46m against a
turnover of £2.21m driving a Gross Loss of £2.25m. This would not be the case if costs

Page | 7



Aviation Income:

Retail Income:

Car Park Income:

Other income:

Profit Margins:

were 100% variable. This was also why Manston was consistently loss making in the
past. This assumption is again favourable to Manston as it will act to inflate the
projected profit margin.

East Midlands aviation revenues in 2017 were £355 per ATM. This level of turnover
has been assumed for a reopened Manston. It is unlikely that aviation fees per flight
could be higher than this as Manston would need to be very competitive in relation
other airports in the UK to acquire and maintain any business in competition with the
existing cargo airports — particularly given the weakness of its location.

This has been pro-rated down based on the number of forecast passengers - so the
same level for income per passenger is assumed. This is likely to be optimistic as it is
probable that an airport that carries less than a 1/3 of the passengers of East Midlands
could not support either the same diversity of retail offer or strength of retail rents.

This has been pro-rated in line with expected passenger numbers at Manston. Again,
optimistic as there is unlikely to be the same parking pressure/demand.

Pro-rated on the basis of aircraft ATM’s rather than passengers as this is more
flattering to Manston.

A uniform gross profit margin of 17.5% is applied across all revenue streams (in 2016
the equivalent Gross Margin at East Midlands was 15.1%). It is likely that this
approach again flatters any Manston forecasts as the Gross Margin generated from
Aviation Income activities will likely be lower than that generated from either retail
rents or car parking income (which accounted for 21% and 31% of turnover
respectively).

For the avoidance of doubt the only numbers within this analysis that have been provided by RSP in their DCO
submissions are the estimated capital cost of the development and the forecast ATM numbers. All other
numbers are derived from the profitability of airport comparators.

East Midlands RSP's In d RSP's Manston In Edinburgh RSP's Manston In
Airport Comparison 2040? Comparison 20407 Comparison 20407
2017 Stats RSP Estil 2017 Stats RSP Esti 2017 Stats RSP Estil

Aviation Revenue 20,115 38% 9,398 48% 130,131 44% 20,008 61% 97,644.00 53% 20,236 65%
Car Parking Revenue 16,303 31% 4,705  24% 65,099 22% 3,538 11% - 0% - 0%
Retail Concessions Revenue 11,128 21% 3,211  16% 61,480 21% 3,341 10% 68,562 37% 7,198 23%
Other Revenue 5119  10% 2,392 12% 37,432 13% 5755 18% 18,671 10% 3,869 12%
Turnover 52,665 19,706 294,142 32,642 184,877 31,303
Operating Costs (43,442) (16,255) (197,066) (21,869) (105,698) (17,896)

Profit Margin 17.5% 17.5% 33.0% 33.0% 42.8% 42.8%
Operating Profit 9,223 3,451 97,076 10,773 79,179 13,406
Estimated Pre Tax Return On Investment Of £300m | 1.15% ] 350% | 4.47%
Cargo Flight ATM's (CAA Data & RSP Forecast) 21,286 17,171 10,126 17,171 5,013 17,171
Passeger Flight ATM's (CAA Data & RSP Forecast) 35,369 9,298 162,027 9,298 122,710 9,298
Total 56,655 26,469 172,153 26,469 127,723 26,469
Cargo Flights ATM % 38% 65% 6% 65% 4% 65%
Passeger Flight ATM % 62% 35% 94% 35% 96% 35%

Total 100% 100% 100% 100% 100% 100%
Passenger Numbers (CAA Data & RSP Forecast) | 4,878,000 [ 1,407,753 ][ 25903000 | 1,407,753 | [ 13,409,000 [ 1407753 ]
Profit Margin Analysis [ 17.5% [ 17.5% ] 33.0% [ 33.0% || 22.8% | 22.8% |

Conclusions

The implications of these assumptions for RSP’s hypothetical, fully invested, Manston Airport in 2040 would
be that, if it delivered its forecasts in full and was as profitable as East Midlands currently is, it would generate
an implied Operating Profit of £3.45m (from a turnover of £19.7m). This represents a return of only 1.15% per
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annum on the £300m of proposed capital investment after 20 years of operation and takes no account of the
accumulated losses that would have to have been funded as the airport clawed its way past its breakeven point.

This is not a commercially viable position and is not one that funding could be raised against.

Even if Stansted’s 2017 financial performance was used to derive the potential revenues at Manston the
outcome does not indicate a commercially viable airport. Using Stansted as a baseline for Manston would, in
fact, be unrealistically flattering for Manston, as its economies of scale (it is 6.5x bigger than Manston is forecast
to be), its reduced reliance on cargo ATMs (6% vs 65%) and its much higher passenger numbers (25.5m vs 1.4m)
allowed it to generate a 33% profit margin in 2017 which was significantly ahead of that achieved at East
Midlands. However, even, with this higher profit margin Manston could only expect to generate £10.7m of
Operating Profit in 2040 (from a turnover of £32.6m) a return of only 3.5% on the capital invested. Again, this is
not an economic proposition.

Even by taking a much more profitable airport such as Edinburgh where the equivalent profit margin is 42% (due
to a mix of full-service scheduled airlines, Heathrow links, long haul routes and less dependence on low cost
carriers) a level that is unattainable at Manston RSP’s projections would indicate a return on the £300m of
investment capital of 4.47% in the 20" year of operations.

This comparative analysis, while relatively simplistic, is highly compelling and its implications have to be
addressed by RSP and explored by the Examiners. The UK’s commercial aviation sector operates in a highly
competitive market with well understood and predictable costs and revenues — as such it is deeply improbable
that Manston, given its small size and remote location, could ever hope to better the cost or revenue
performance of other larger and more established airports.

Given the weakness of these projections and the lack of any apparent commercial viability for Manston at full
maturity — even when using what are very favourable economic assumptions it is not surprising that RSP have
chosen to remain wholly silent on their financial projections and business plan. It is this lack of any realistic
prospect of achieving commercial viability that highlights why the Examining Authority must demand a detailed
business plan that is costed and shows a full breakdown of all projected revenues and profits. Without this it will
be impossible to come to any conclusion on the ability of RSP to secure the necessary £300m of investment to
deliver their plan.

To allow the Panel to come to an informed view of the proposals and their deliverability RSP must be required
to address the following questions .

e  What revenues are assumed from cargo flights on an ATM basis ?

e  What revenues are assumed from passenger flights on an ATM basis ?

e  What revenues are assumed from retail rents within the passenger terminal ?

e  What revenues are assumed from aircraft recycling ?

e What revenues are assumed from business aviation/training ?

e What revenues are assumed from car parking?

e How do these compare with established airports in the UK?

e What revenues (and rental levels) are expected to be generated from the development on the
Northern Grass? and is this only necessary to subsidise airport operations?

e  What is the cost base of the airport, how is it broken down and how does it compare to other
airports?

Without answers to these questions it is impossible for the Panel to reach a conclusion on the viability of the
proposal and the level of financial cross subsidy between the various elements of the application. RSP have not
provided the necessary information in their submissions to even make a start on this type of analysis.
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Commentary/Critique OF RSP’s DCO Application

The key documents that | will focus on in my analysis of RSP’s submissions are

(i) The Statement of Reasons

(ii) The NSIP Justification

(iii) Azimuth Associates Aviation Reports
(iv) Funding Statement

Throughout each document | will identify questions that should be explored by the Examiners and areas where
RSP’s assertions and arguments are unevidenced or are simply wrong.
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In my com

Statement of Reasons

ments on the statement of reasons | have used the same paragraph numbering as used in RSP’s DCO

submissions

1.3.2

1.4

1.5

2.3

3.2.2

4.7.1

4.7.2
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None of the various elements of RSP’s project that detailed in this para are actually relevant to the
NSIP. They seem to have been included solely to increase the area of land that they are seeking to
justify in any CPO. As a minimum it highlights the complexity of RSP’s proposed business model and
the importance of the Panel fully understanding what revenue streams are produced by which
business element, so the level of cross subsidy and viability are clear. Furthermore, from a CPO
valuation perspective it would be critical for RSP to highlight the forecast profitability of each of these
business segments so that fair value for each element can be properly established. After all SHP would
have the ability to pursue each of these elements within the current aviation status.

I do not believe that RSP have evidenced that their project is a NSIP. | have set out my thoughts on
the NSIP justification Paper below

Given the sites planning status the current owners could reopen the airport without seeking
additional planning permissions. In reality there is nothing in the sites current infrastructure or
planning status that meaningfully limits the runway’s ATM capacity.

RSP’s documents do not demonstrate a compelling case in the public interest as they do not provide
sufficient information to make any comparisons between their proposals and the current planning
application on the site nor do they make any assessment of the environmental and social implications
of forcing more housebuilding onto greenfield sites. Without submitting a robust and detailed
business plan that shows the assumptions that are required to deliver long term viability, and details
what contributions the scheme will make to improving local infrastructure it will be impossible to
demonstrate a compelling case.

This element seems to be as close as RSP comes to detailing which part of their development they
consider to be a NSIP. Itis not clear, nor has it been justified, why this limited amount of development,
which takes up a minimal amount of the extant land, should provide them with an ability to obtain
CPO powers over the entirety of the site.

The airports NPS is quoted to set out some planning justification for air freight. The quote is focussed
on improving UK manufacturing competitiveness driving the need for quicker air freight by
manufacturers. It is a statement of fact that Manston is not located at the heart of a dense area of
high value manufacturing that could require air freight. So, there could be very little benefit to UK
plc’s competitiveness in providing an air cargo hub that is very geographically remote from the
markets its serves; as it would add to transport costs and time eroding margins and pushing up prices.
Manston has been proven to be too remote for freight operators which is why it continually failed to
attract a critical mass of air freight in its years of private operation.

Post Brexit Manston’s geographical location is likely to be even less attractive to air freight operators
due to the increasing risk of road and traffic disruption stemming from delays in processing freight
entering and leaving the channel ports. It is inconceivable that a market that is based on speed cost
and efficiency should favour a remote airport with poor and unreliable transport links to the rest of
the country.

Again a quote from the Airports NPS is used to highlight the economic benefits of increased air freight
to the UK’s economy by lowering costs and increasing frequency of services. There is no evidence that
a re-opened Manston would aid in either of these aspects. There is massive existing unused capacity
for dedicated air freight at more centrally located airports. Together East Midlands and Doncaster
alone have the potential to cope with any conceivable increase in freighter demand within the UK and
are materially better located than Manston being tied into the existing investments in distribution
networks. This is before any consideration is given to the capacity available at other operating airports
and the untapped potential capacity in mothballed RAF runways. To illustrate the point in practical



4.7.3

4.7.4

4.7.7

4.9.1

493

4.10.1

terms if the freighter numbers into the UK were to double — i.e. an increase of 50,000 this would
equate to 137 ATM'’s per day across the UK. East Midlands Airport alone has the potential to
accommodate this.

This again seeks to make the point that the speed of air freight is essential in keeping “production lines
rolling”. Any benefit from this speed is presumably lost if users have to pay to fly components 3,000
miles only for them to then take the same time again being trucked to their final destination from
Manston. Again, Manston in no way helps make UK plc more efficient.

Any investment in UK’s infrastructure should bolster our competitive advantage not erode it — hence
any investment in air freight infrastructure would be best positioned in the Midlands where they have
immediate proximity to the UKs manufacturing base and ready access to the motorway network
allowing goods to be shipped all across the UK. Manston does not have this.

A further quote from the Airports NPS is made urging that existing runways should be more “intensively
utilised”. Given that of the 52 runways detailed in the CAA UK aviation statistics only 20 of them have
above 15,000 overall ATMs (2017 CAA figures) and only 5 have over 2,000 cargo ATMs a year there is
clearly a great deal of scope for the UK’s existing aviation infrastructure to be better used before any
additional capacity is required.

No evidence is provided in support of this assertion. What is this unmet demand? What production is
being imported and export end and by whom? Where is its ultimate destination? and why historically
did they not use Manston Airport?

This statement entirely ignores Stansted which is a cargo hub in the South of England for dedicated
cargo flights with 10,126 cargo ATMs in 2017 (down from 11,246 in 2016). Stansted’s planning
permission explicitly reserves 20,500 cargo ATMs and they have plenty of scope to move into that cap
if demand is there. Stansted’s development plan makes that point.

The point made regarding Heathrow is highly misleading. The reason that Heathrow carried 65% of all
air freight in the UK in 2017 is due to its unmatched connectivity with the rest of the world. The depth
and frequency of its long-haul routes creates a highly efficient belly hold freight network that is
unmatched anywhere else in the UK for cost and efficiency. Indeed, the recent Steer report on UK air
freight for Airlines UK (Appended) identifies that huge volumes frequency and flexibility of low-cost
belly hold capacity available at Heathrow attracts substantial trucking from Europe. The fact that
shippers are prepared to go to the expense and time of a Channel crossing in order to benefit from the
cost advantages of belly hold freight at Heathrow clearly illustrates the compelling commercial
advantage it has over dedicated freighters.

A pure freighter model does not and cannot provide this flexibility (or cost efficiency) as they can only
operate on a point to point basis and require predictable flows of goods to maintain viability. There has
been no assessment by RSP on (i) which routes they consider both meet these criteria and are
inadequately served by belly hold capacity (ii) why Manston could better serve them than any of the
other available airports in the UK that currently offer freight services.

The point being made about belly hold freight restricting shippers to the timetables and destinations of
passengers seems to entirely ignore the fact that they were ¢2,208,000 passenger flights in 2017
compared to only ¢52,000 cargo flights. While not all of these passenger flights currently carry cargo
and many flights will be travelling to locations where there is little cargo demand it seems clear that the
full potential of the belly hold market has not yet been fully exploited.

The potential availability of an additional long runway at Manston is irrelevant in any analysis of its
viability. A long runway does not drive usage. For example, Doncaster airport has a longer runway than
Manston but only managed to attract 10,042 flights in 2017 of which only 340 were cargo flights. If
there was sufficient untapped demand for large freighters to land in the UK to support a re-opened
Manston Airport surely this number of cargo flights should be higher?

Furthermore, if Her Majesty’s Government was sufficiently concerned that an imminent shortfall in the
provision of provision of long runways in the UK could impact the national economic interest it would
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4.10.3

4.10.4

4.12

be well within their gift to resolve this from within their own resources. The RAF bases at Wethersfield,
Woodbridge, Mildenhall and Scampton have all be deemed surplus to the nation’s requirements, all
have longer runways than Manston and are all in public ownership. Indeed, if there was an actual
strategic need they are all located much more centrally than Manston and would be better able to link
into existing distribution infrastructure. Of particular interest is RAF Wethersfield in Essex which is only
20km from Stansted and could, on the assumption that it was needed, relatively simply and cheaply be
brought into use to bolster the capacity at Stansted.

This assertion is made without any supporting evidence. This is also true of every airport in the UK with
existing underutilised runway capacity; of which there are many.

It is an undeniable fact that from a pure logistics purpose Manston was always one of the most poorly
located airports in the country. It is on a peninsula far from centres of population and industry and
could only ever realistically hope to serve a small catchment of both the population and the economy.
This is why it failed to make a profit during its years of operation.

These factors are fundamental, have not changed and RSP has provided no explanation to PINS or the
public as to what competitive advantage a reopened Manston would confer on its users why logistics
and air freight users, from anywhere other than the immediate vicinity would be ever be willing to drive
past other operational airports simply to use Manston.

Also, there is no apparent logic whatsoever in the assertion that being located next to the English
Channel is beneficial for Manston’s viability. There is no overlap between the sea freight and the air
freight sectors. The factors that support the high cost/high speed models of air freight are entire absent
from sea freight. Simply put shippers will not pay for the speed of a fast plane just to put the shipment
on a slow boat.

If the argument that is actually being made is that Manston, due to its proximity to the Channel ports
is a uniquely convenient location for long haul air freight operators to freight cargo to and then break
the consignment to ship it back across the Channel for delivery to its ultimate destination by truck this
analysis is again deeply flawed. In the current circumstance where the UK is in the EU the idea that
shippers would choose to fly to the UK rather than continental Europe only to then ship 90% of the
consignment back across the Channel onto the continent is at best questionable. The end to end
shipping process would always be cheaper and simpler, the key drivers of any delivery process, if the
shipment was made to mainland Europe and only the 10% of product that was destined for the UK has
to be trucked across the Channel. In the future where the UK is no longer in the EU it is inconceivable
that any shipper would voluntarily choose to embed the cost, time and risk of an unnecessary border
crossing in their shipping strategy for 90% of their load rather than freighting into the EU directly —
where no such border controls exist.

This statement is misleading at best. The airport capacity issue within the UK, as fully established
by the Airport Commission’s examination of the issue, is primary one of the available hub capacity
at Heathrow. Simply put the size and diversity of the UK’s economy would support a larger primary
airport hub that is currently offered by Heathrow, but it is not sufficiently large enough to support
a second hub. The decision to pursue a 3™ runway at Heathrow was found to deliver the largest
increase in the UK’s overall connectivity. A re-opened cargo hub at Manston would have no impact
on the UK’s capacity question. The quote below from the Airports Commission Final Report
highlights that even Gatwick is seen as being a poorer location for air freight. Where does that
leave Manston ?

“It is not only passengers, however, that would benefit from expansion at Heathrow. Air freight is
also an important contributor to the UK economy, with a particularly important role in supporting
trade with countries outside the EU. Heathrow is by some distance the most important freight
airport in the country, and its freight operations are very significantly bigger than those at Gatwick:
around 17 times larger in terms of tonnage and more than 170 times larger in terms of value.
Heathrow’s motorway links are also important; Gatwick’s position to the south of London limits its
effectiveness as a national freight hub.
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Overall, the analysis suggests that the strongest benefits for the UK economy are likely to come
from focusing capacity where demand is strongest: be that from freight users, leisure passengers,
business travellers or the international transfer passengers needed to support a dense long-haul
network. In each case, the highest levels of demand are seen at Heathrow.”

The prospect for Manston as a location for a freight hub are further undermined by the direct
feedback the Airports Commission reported from fright operators at para 6.69 in the final report.

“The Commission received a number of responses in consultation from freight operators
emphasising their requirement and appetite to expand at Heathrow, whereas the degree to which
freight operators would invest in additional capacity at Gatwick is more uncertain. The airport’s
position to the south of London and limited connection to the strategic road network may dampen
demand, as would the slower growth predicted in long-haul services”

4.15 RSP make the statement that “Globally 56% of air freight is carried by dedicated freighters. However,
in the UK it is between 22% and 28%” without providing any context. Ignoring for the moment the fact
the RSP’s quoted numbers appear to be wrong (the CAA statistics actually detail that in 2015 freighters
took 29.9% of the freight market, in 2016 it was 29.7% and in 2017 it was 29.0% - note a market share
that is falling with time) it is fundamentally wrong to compare the UK’s aviation market with the rest of
the world.

The UK is one of the most developed aviation markets in the world with huge, sustainable and
increasing flows of passenger planes flowing in and out of the country. These flights support a belly
hold freight capacity that simply does not exist in much of the rest of the world. No industry body
expects these circumstances to change in the future as belly hold freight has cost advantages that
dedicated freighters simply cannot compete with. Indeed, as more and more long-haul routes are
brought into operation and the size of the planes serving them increase it is likely that the available
belly hold capacity will increase much more quickly than the available freighter capacity.

RSP’s use of Boeings 2016 World Air Cargo forecasts to support its arguments is illuminating. Both for
what is says and what it omits.

In 2018 Boeing published their updated growth forecast for the global commercial airliner fleet
(https://www.boeing.com/commercial/market/commercial-market-outlook/) covering the period the
period from 2017 through to 2037. Although this forecasts an increase of 1,390 in the global freighter
fleet over that period (from 1,870in 2017 to 3,260 in 2037) its highlights that they expect that freighters
will play a reduced role in overall global aviation as the freighter share of the global fleet is expected to
fall from 8% to 7%. It is also telling that Boeing expects (from their 2016 cargo forecast) that the lion’s
share of the growth in freighter numbers will come from smaller standard body jets which are expected
to increase their share of the freighter fleet from 36% to 42%. However, over that same period within
the global fleet the growth in the number of wide body passenger planes, which are the primary carriers
of belly hold freight, is forecast to be 4,890 (from 4,290 in 2017 to 9,180 in 2037) an increase of 114%.
These forecasts are not consistent with RSP’s argument that there will be an increasing role for
dedicated freighters in the future at the expense of belly hold freight.

Where things become even more interesting is in the more relevant regional breakdown of that global
fleet. Boeing are forecasting an increase in European based freighters of only 130 planes in the period
up to 2037 (from a current 290 to 420 in 2037). An increase of 45%. Over the same timeframe, they are
forecasting an increase of 770 planes (from 900 to 1,670) in the European widebody passenger fleet
which provides the primary belly hold capacity to the market. This represents an increase of 85% in the
European fleet’s belly hold capacity from their current levels.

Consistent with their global forecasts Boeing are forecasting a reduced importance of freighters in the
European fleet with their share falling from 6% to 5%. Again, these European specific forecasts from
Boeing do not, in any way, support RSP’s argument that the UK will inevitably see an increasing reliance
in its use of dedicated freighters as it reverts to market norms — as the market norm is forecast to be
rapidly increasing belly hold capacity.
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4.16

4.18

4.19

If, for the moment we ignore the very inconvenient fact the Department for Transport’s own projections
do not anticipate any increase in the UK freighter flights over the next 30 years the question then
becomes what would Boeing’s forecasts actually mean if applied to the UK? — and by implication for
the potential future viability for Manston.

If Boeing’s Global Fleet Growth Projections are applied to the UK directly (i.e. UK freighter ATM’s was
to grow in proportion to Boeings fleet forecast) there will be an increase of 38,881 in the annual
freighter flights in the UK (c53 additional planes landing in the UK every day) and if the lower European
Fleet Growth Projections are applied there would be an increase of freighter flights 23,549 flights (¢33
new planes landing in the UK every day).

Taking the set of circumstances from Boeing’s freighter projections that would be most favourable to
RSP’s vison for Manston i.e. where for reasons unknown Heathrow does not increase its number of
freighter flights from current levels (even with the opening of a third runway) and assuming Stansted
only has access to the volume of cargo flights that are currently within its planning cap the table below
shows that how that the potential increase in cargo flights (driven by a straight line application of
Boeings projection) could comfortably be accommodated at only 6 of the UKs airports at volumes and
rates that are well with current airport capacity. This is illustrative as runway capacity and East Midlands
alone would be more than sufficient to accommodate these levels. While this is can only be an
illustration of what could be done it does show that Boeings freight projections could be comfortably
accommodated within the UK’s aviation infrastructure.

Global Growth Applied European Growth Levels Applied

ATMs ATM's Per Day ATMs ATM's Per Day
UK Cargo Flights In 2017 52,330 143 52,330 143
Maximum Potential Cargo Flights in 2037 91,211 250 75,879 208
Implied ATM Growth To Accommodate 38,881 107 23,549 65
Stansted Using Its Planning Cap (10,000) (27.4) (10,000) (27.4)
Growth Potential Of East Midlands (16,881) (46.2) (10,000) (27.4)
Growth in Birmingham (3,000) (8.2) (887) (2.4)
Growth in Doncaster (3,000) (8.2) (887) (2.4)
Growth in Manchester (3,000) (8.2) (887) (2.4)
Growth in Prestwick (3,000) (8.2) (887) (2.4)

Hence, even if Boeing is were wholly right in their fleet projections and the DfT’s UK specific projections
were totally wrong there simply wouldn’t be the number of freighters existing in the world to support
a viable freight operation at Manston given the capability of existing airport infrastructure in the UK.

It is now clear there will be capacity expansion in the South East through the development of the 3™
runway at Heathrow. There are also material expansion plans now in place at Luton and Stansted and
Gatwick has not yet given up on the aspirations to develop a second runway or make better use of its
existing second runway. None of these factors has been adequately dealt with by RSP.

York Aviation have totally and repeatedly disputed RSP/Azimuth’s interpretation of their historic work
on freight in the UK and have strongly objected to the selective, misleading and incomplete quotes that
have been used within Azimuth’s research. No attempt has been made by RSP to provide alternative
sources of data or analysis to support their statements. Hence, there can be no other conclusion than
that RSP’s interpretation of the market is deeply and irretrievably flawed. This must be the fundamental
area of examination by the Planning Inspectorate.

This statement is made with no real back up or context. The airport issue in Europe is largely the same
as the UK. Simply put there is more demand for multi runway hub capacity next to big cities than there
are hubs available. Aviation prefers multi runways hubs as it allows for greatly increased connectivity
and profitability. In reality there is no shortage of runway capacity in Europe.

The point being made about placing additional pressures on the road network around the channel
crossing is surely a negative to Manston as, were RSP to be successful in creating a freight hub a
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4.22.6

4.23

4.24

4.25

56.1

5.6.3

6.7.2

Manston it would only increase the congestion on the roads, through increased numbers of HGV’s and
fuel tankers, at the point at the point of greatest pressure on the network.

This would make Manston much less attractive as a logistics hub as it would threaten companies’ ability
to ship rapidly throughout the UK —and is a risk that does not exist at other air transport locations.

I will deal with the Azimuth report separately but will comment on relevant points contained within the
Statement of reasons.

RSP’s statement here seem to directly conflict with their argument that the airport has no current
capacity. Without reaching this conclusion there is no possibility that RSP’s application to re-open
Manston would qualify as a NSIP. This point needs to be fully examined as it would seem that PINS
could have made an error in law and fact by wholly relying on RSP’s statements.

Heathrow are planning to invest heavily in their freight infrastructure to double their capacity and
improve their turnaround times. The impact of this on the market is not addressed by RSP in their
submissions.

There is simply no evidence that supports any need for a freight-based airport at Manston.

As outlined above RAF Wethersfield, with its long runway and proximity to Stansted and the motorway
network north of London would surely be a much better bet if there was ever a national need for a
freight hub.

The relevant aspects of the quote from the 2003 White Paper are “could” and “local”. There was not
enough local demand to make Manston viable then. There is not enough now.

The DCO application is unique as RSP are seeking to use the DCO legislation to obtain consent to vary
somebody else’s property and leverage that consent for a small variation to give them compulsorily
acquisition rights over the whole property.

In point of fact very little of the land at Manston would actually be necessary to support RSP’s project.
Taking aside for a moment the legal point, that its hard to see how RSP can lawfully obtain CPO powers
over the whole site without any evidence of funding or demonstrating a need case, RSP have
developed a wide mix of potential aviation businesses within their proposals that are wholly ancillary
to the proposed fright hub (including >1m scqf of speculative commercial development outside the
airport boundary) but are very useful to them in increasing their potential land take. Their approach
here is totally inconsistent with that which has been accepted under every other DCO application under
which the definition of Associated Development has been drawn very tightly.

These are projects that the lawful owner of the land should have the ability to pursue under their own
auspices — due to the extant planning arrangements.

Thus, if any CPO powers are eventually granted they should be restricted to the bare minimum that RSP
would require to deliver their NSIP and it should be made clear that a permanent restriction will be
placed on the land such that no residential or non-aviation development will take place on the site
without the vendors consent. This would eliminate the risk of this being a longer term “land grab” by
RSP.

The proposed 5-year time limit for RSP to acquire the site cannot in any way be justified given the lack
of any evidenced funding from RSP that they can actually fund the scheme for which they are making a
DCO application.

This directly conflicts with RSP’s NSIP justification document which state that the fire station does not
have a roof. How much verification and “fact checking”” has actually been done in relation to RSP’s
submissions?

9.1.5 (a) What other sites have been considered by RSP and what negotiations have they had with the

Government regarding surplus MoD airfields.

What discussions have there been with the landowner to discussion alternative acquisition
arrangements?
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9.1.5 (c) This is the key point. There can be no ability for the Planning Inspectorate to reach any conclusion on

9.12

9.38

9.53.1

9.53.2

9.53.4

9.53.6

9.55

9.56

9.57

whether or not there is a reasonable (or indeed any) prospect of funds becoming available to deliver
the scheme without there being a robust and detailed business plan (and financial model) presented
for public examination. This model should detail the expected cash flows from the various components
of the scheme and demonstrate a sufficiently attractive investor IRR.

As detailed elsewhere in this letter the MoD own a number of surplus long runway airfields throughout
the UK that would be eminently suitable for re-development into a freighter hub and would doubtlessly
welcome the opportunity of the investment promised by RSP. What discussions, if any have there been
with the MoD?

No compelling case in the public interest has been demonstrated. The arguments put forward for a
viable Manston are deeply flawed and have repeatedly been found deeply wanting by respected
aviation advisors acting for Kent County Council, Thanet District Council and the current landowners.
The breadth of evidence against Manston being viable is in no way overturned (or has even been
addressed) by Azimuth’s analysis for RSP.

The housing need is driven by both the Department for Housing figures and Thanet District Council. The
need has been well established and is unarguable.

SHP’s submitted planning application will deliver and fund significant increases in local infrastructure
(schools roads etc), both on and off site to support the increased housing numbers. Alternative sites to
Manston will not be able deliver the same improvement in local infrastructure as they are not as viable
and lack critical mass. This would be a real impact on the local community and should be investigated
fully by the Examining Authority.

A new Local Plan is now out for consultation which removes any aviation protection for the site at
Manston as there is no evidence base to support it.

There is no evidence presented to support this assertion. The need case for housing is established and
viability would have to be demonstrated through the planning process. | note that SHP already have
named housebuilders publicly engaged on the site. No such end user has been identified by RSP aviation
proposals. Nor do they have the resources to deliver them.

SHP’s latest planning submission is materially enhanced in scope and scale from its initial submission
following further public consultation and now includes an active runway within the scheme. The impact
of this has not been considered by RSP within their submissions. This is a key benchmark against which
RSP and the compelling case for a new freight hub should be assessed.

The Government is in the process of selling a number of airfields that both have longer runways and
are better located than Manston. If there is a national need for a freight hub it is already in the nations
gift to deliver onit.

Trucking to/from Europe is primarily driven by cost not airport capacity. Given the necessity to truck
shipments to and from airports to get consignment from where they are to where they need to be there
can be no meaningful speed advantage for air freight at distances of less than one days trucking (Shrs
at an average of 80kph = 720km). Manston’‘s location on the periphery of the UK exacerbates this
position as trucks would need to drive much further to get there for onward shipment.
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RSP NSIP Justification Paper

The DCO legislation was devised to facilitate the delivery of planning consents for Nationally Significant
Infrastructure/ Projects at a national rather than local level, thus removing local barriers to delivery. To ensure
this integrity was maintained very stringent tests for each category of infrastructure were applied

RSP’s justification of seeking to use of the DCO process to secure compulsory purchase powers over the lands at
Manston Airport is predicated on their scheme being an alteration of an existing airport that will deliver an
increase in the capability of at least 10,000 cargo ATM'’s a year. However, in order to make this case RSP have
to run a peculiar and conflicting argument that Manston is both still an airport for planning purposes but one
that has no actual capacity. Surely it is or it isn't ?

Evidentially, the only part of RSP’s proposal that could be considered to have an impact on increasing capability
are the construction of new cargo stands. New sheds on their own add nothing to the capability of the site as
they have no impact on the number of ATM’s the airport can handle - and existing buildings on site could easily
serve as warehouses to process incoming and outgoing freight. Given that RSP acknowledge that the DCO test
is only ATM’s , not volumes of cargo, the only real limiting factors in capability at an airport can only ever be (i)
places to land a plane and (ii) places to park them when they are on the ground.

It has to be true the that from a planning perspective the capability of Manston airport was the same the day
after it closed as it was the day before. In the same way that the capacity of a generator remains the same
whether or not it is actually switched on. Hence, the capacity of existing infrastructure has to be an intrinsic
quality of the consented infrastructure against which future changes have to be measured.

From a planning perspective there is currently no limitation on ATM’s at Manston. So its owners could seek to
reopen under the existing arrangements - albeit they would still be limited by the existing section 106 in relation
to night time activities.

Manston’s current owners, as advised by York Aviation, believe that the existing airport infrastructure (which
has planning permission and operated for many years) has a capability of over 20,000 cargo ATMs (by RSP’s own
arguments in Para 23 of their NSIP justification doc the 4 cargo stands that already exist at Manston would be
sufficient to provide 17,520 cargo ATMs).

Conversely, RSP are seeking to argue that it is zero. The basis of this argument is that they claim that Manston’s
owners would need some form of planning permission to reinstate/repair existing and essential infrastructure
so that it was usable.

They balance their argument on 4 items (i) the absence of a fuel farm on the site, (ii) the condition of the air
traffic control tower, (iii) the condition of the fire station and (iv) the lack of active radar at the site.

If their arguments on this points can be proven to be either wrong or false, by their own arguments they can
have no justification for the DCO process they are seeking to pursue.

Taking each point in turn:
Fuel Farm

Logically an onsite fuel farm cannot ever be an essential component of an airfield capacity in terms of assessing
cargo ATMs as not all planes refuel at every stop and a pilot’s choice of where to refuel is driven primarily by
cost. Not something that Manston will ever be competitive on due to that fact that all fuel used would have to
be delivered by road as it is not on the national aviation fuel pipeline network.

Thus planes could comfortably land and take off at Manston generating ATMs without there being any
requirement to refuel. The practical necessity to refuel before take-off will be driven by factors such as (i) where
the plane is coming from, (ii) what it is carrying and (iii) where its onward destination actually is. Manston’s
historic mode of operation where freighters generally left holding no cargo would directly facilitate there being
minimal need for onsite fuelling facilities.

Nothwithstanding the above it is also eminently possible that planes can be fuelled directly from tankers if
necessary, given suitable operational procedures and environmental protections. In such circumstances fuel
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would be delivered to the site on an as needed basis from a remote 3™ party fuel farm — as per Lydd Airport. It
may not be as practical or as operationally efficient as having and onsite fuel farm but it is possible and it would
not need any Planning Permission.

Indeed, this possibility is reflected RSP’s own consultations with the Environment Agency who had proposed an
offsite fuel farm as an alternative operational model.

In any event RSP’s updated NSIP justification now asserts that the fuel farm is Associated Development and this
would not have any impact on capacity in relation to their DCO application. Hence, by their own arguments the
absence of a functioning fuel farm will have no impact on the intrinsic capacity on the site.

Air Traffic Control Tower

RSP claim the existing Air Traffic Control Tower needs to be demolished and rebuilt which would require new
planning permission. This seems unlikely as the existing building is more than capable of being refurbished and
redecorated.

Notwithstanding that RSP seem to have made an error in fact on this point - at several points during their own
consultation process RSP indicated that they were investigating the potential deploying for remote air traffic
control provision at the site as is used at London City (see https://www.bbc.co.uk/news/uk-39960993). Such an
approach would seem to be possible given that it is already used throughout the world and would fundamentally
negate any planning issues attaching to the existing air traffic control tower at Manston as it would then be
redundant.

Fire Station

RSP claim that the existing on-site fire station would need to be demolished and rebuilt as it does not have a
roof and that such a process would require a Planning Permission. This argument is simply wrong, as from
inspection the building does have a roof and it would not require any further planning permission to refurbish it
and bring it back into use.

Notwithstanding these facts there are also a number of hangers on site that would also be more than capable
of serving as a base for fire engines should that actually be required.

Radar Tower

RSP argue that the lack of a radar tower means that ATM capacity is zero. While clearly planes can and do land
throughout the world without radar the proper provision of radar at an airport is essential for both safety and
traffic management at any volume.

From observation the existing radar tower and infrastructure remains in its position on Manston Airfield albeit
the rotating element of the radar, that sat on top of the tower, has been removed. It is not clear to me why the
replacement/re-instatement of the removed element, with an identical rotating element, would require a new
Planning Permission. This would be a like for like replacement for what was previously consented infrastructure.

The logical extension of RSP’s argument would be that the radar had been taken down at any time for
maintenance/repair a Planning Permission would be required to replace it.

However , notwithstanding the status of actual provision of radar infrastructure on the site is also more than
possible to secure the necessary radar coverage through remote provision. Manston previously provided this
service for Southend Airport which ceased when Southend developed its own radar infrastructure. The cabling
remains intact and could be reused to deliver a remote radar feed to Manston. Hence, from a planning
perspective radar is wholly irrelevant for any capability assessment as there is no planning reason why a radar
feed could not be procured from Southend or elsewhere.

Were RSP’s arguments to be held true on these points and the Examiner’s considered that Manston’s existing
cargo ATM capability was indeed zero the owners of Manston Airport would then find themselves in the wholly
illogical position where if market circumstances changed and they then wanted to reopen the airport they would
need to pursue a full DCO application on order to put a roof back on a Fire Station and crystallise the airports
inherent capability of over 20,000 cargo ATM’s.

This is simply illogical and cannot have been the intent of the DCO legislation.
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The implications of adopting such an approach is potentially very significant for other UK airports who are
seeking to expand- as any airport that has added (or plans to add) 3 or more stands to their airport will have

increased their cargo capability by over 10,000 ATM’s and should have pursued a DCO to do so. To the extent
that they have not, they would have been committing a criminal act.
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Review Of Azimuth Aviation Reports

Each volume of the Azimuth reports are filled with assertion as fact (as confirmed by Avia, Altitude and York),
are deeply partial and highly selective in the information they quote and contain no empirical analysis of the
performance of the freight market in the UK. The following sections outlines the many inconsistencies within
each volume of reports and directs the Panel to areas where further questioning and testing of Azimuths
forecasts, assumptions and evidence are required.

Properly testing the Azimuth reports are critical to the assessment of RSP’s proposals as they provide the only
evidence in relation to need.

Volume | - Demand In The South East Of The UK.

The 3-page Exec Summary provided at the start of Azimuth’s report gives an overview of the wider content of
the report. Within it Manston is positioned as being in the South East of England, which is “where aviation
industry demand is highest”. It is important to understand that the position of aviation in the South East is more
about airport supply than user demand/preference — this is particularly true with regard to freight.

The location of the UK’s only hub airport at Heathrow and the massive connectivity it supports is what drives
freight and passengers to the South East, not user or shipper preference. To get to Manston to ship freight most
exporter’s would have to drive past Heathrow, Luton, Stansted and Gatwick to get to Manston. If you are located
north of London, Birmingham, East Midlands and Manchester would be equally attractive options. As has been
proven by Manston’s sequential failures as a commercial operation its location in the South East has never
proven to be enough to build a viable business around.

In 2013, its last full year of operations Manston supported only 511 cargo ATMs. It was the 17t busiest freighter
airport in the UK. The 16™ busiest airport was Prestwick with 598 cargo flights and the 18™ was Glasgow at 433.
In 2017 Prestwick did 670 freighter flights and Glasgow did 603. Conversely Bournemouth Airport which should,
if Azimuth are to be believed, benefit from the huge advantage of being in the South saw its freighter ATM’s fall
from 2,087 in 2013 to nil in 2017. Manston was not nationally significant in 2013 and nothing in the market
suggests that it can ever become so in the future.

Ironically, Prestwick which was sold by Infratil to the Scottish Government for £1, is with its two long runways
and direct proximity to the motorway network is a much more compelling story as a freight hub if the demand
was actually there. The UK, as far as London is within one days trucking and its highly probable that the Scottish
Government, which has been funding Prestwick’s ongoing losses for the last 5 years (£40m and rising), would
welcome any external funding with open arms.

In term of the questions posed by Azimuth at the start of their reports the answers are clearly as follows

1. The UK does need more hub capacity so that it can increase connectivity. It does not need more
capacity in the regions where — away from large concentrations of population aviation is a very
marginal business and in many cases is subsidised to maintain viability.

2. The question of whether or not this additional capacity should be located in the South East has now
been settled. Heathrow Runway 3 is moving forward. Luton and Stansted are pressing on with
materially enhanced expansion plans and Gatwick has ambitions to grow via a new second runway or
through or making better operational used of its existing reserve runway.

3. Itis my view that Manston’s peripheral location precludes it from having any impact on the aviation
debate in the South East. This was the conclusion of the Airports Commission when they dismissed it
from their considerations, it was the conclusion of the airlines who chose not to use it and it was the
conclusion of the global airport/aviation sector when they all passed on the opportunity to acquire
either Manston or Prestwick during Infratil’s 2-year sales process.
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Azimuth’s repeated use of global growth figures and freight tonnage is wholly misleading to the reader and
neither of these is relevant to the case at hand which should be focused on the UK market and the number of
aircraft movements.

Global growth figures for air freight should, over any multi-year timeframe, always be higher than the UK as the
UK is already one of the best served aviation markets in the world and the rest of the globe is growing at a faster
rate from a comparatively lower base as it becomes more economically developed.

Given the need for RSP to raise material funding on the back of the Azimuth research the lack of any real
numerical analysis of the market and how it could evolve is a very startling omission from these reports. While
the 2017 growth in dedicated freighter tonnage in London is mentioned (it was actually 6.9% rather than the
6.3% stated by Azimuth) this happened on 888 less aircraft movements. In the first 6-months of 2018 there were
358 less cargo ATM’s in the London airports than there were in 2017. A trend that continued for the remainder
of the year.

While I'm sure Azimuth would claim this supports their argument that cargo planes are being squeezed out of
London this does not comport with the facts where small increases in freighter flights have been recorded at
Heathrow which has very limited slot availability whereas significant reductions of freighter ATMs have been
observed at both Luton and Stansted where there is material available capacity for additional flights. This repeats
the trend in 2017 where an increase of 519 in the freighter flights at Heathrow was materially offset by a
reduction of 1,407 freighter ATMs at Stansted and Luton. Cargo planes are getting larger and more niche —and
increasingly shippers are choosing the significant cost savings and flexibility available to them through belly hold
capacity.

Throughout the Azimuth reports there are repeated statements about the levels of “air freight” that is trucked
to and from Europe which are made in support of promoting an argument that suggests that this is an inefficient
operational mode where freight that should actually be flown is being transported by truck.

At best this suggests Azimuth have a fundamental misunderstanding of how the end to end freight/shipment
process works. At both the start and the end of every journey all air freight will have to be transported to and
from airports by truck. The choice of both departure airport and destination airport will be made on the basis of
the mode efficient outcome for the exporter. For example, an exporter (or aggregator) who has 90% of their
customers in Europe and 10% in the UK would be logical to fly to Europe and the truck to onward destinations.
Similar if the converse were true an exporter has 90% of their customers in the UK and 10% in Europe they would
choose a UK airport and then ship the 10% back across the channel. At least they would have been likely to
before Brexit. As stated before, the fact that freight is trucked from Europe to Heathrow to benefit from low
cost belly hold just shows how compelling the cost advantage is.

The paragraph where Azimuth cites a story from Air Cargo World around air freight in Europe reaching capacity
is highly misleading as it was a booking/aircraft issue not an airport/infrastructure issue. As per the analysis of
the seasonality in freighter numbers above - it certainly wasn’t reflected in the Freighter ATMs in the UK in
November 2017 (www.caa.co.uk stats), as while that was the busiest month of the year there was very material
available runway and airport capacity that was not used. In Nov 2017 freighter numbers in at Heathrow were
indeed up 34 on Nov 2016 numbers but numbers at Luton and Stansted were down 150. This is in no way
reflective of the freighter market that is creaking at the seams that Azimuth are trying to portray.

The paragraph stating that airport capacity is also a problem in Europe again seeks to conflate a number of issues
together to garner and project supportive arguments for Manston. In short there are plenty of airports and
runways in Europe - but many of them are in the wrong place to attract passengers. Any forecast airport issues
in Europe are the same as they are in the UK where increasing demand at “hub airports” are driven by passenger
demand not freight. There may indeed be a projected shortfall in runway capacity at the “hub airports”, but as
discussed elsewhere drivers of a successful “hub airport” are entirely distinct from regional airports and are
wholly irrelevant for any of the considerations of the potential of Manston Airport.

Azimuth’s repeated use of RTK ‘s (Revenue Tonne Kilometre) throughout their report to indicate trends in the
air freight market is highly misleading in the context of airport and runway infrastructure and again is irrelevant
in any assessment of the air freight market at Manston (it is used primarily by aircraft manufacturers as it broadly
corresponds with usage of aircraft) .

Page | 22


http://www.caa.co.uk/

A RTK is defined as follows: 1 Revenue Tonne-Kilometre is generated when a metric tonne of revenue load is
carried one kilometre. Therefore, an increase of 1,000 RTKs could either be (i) 1,000 flights each carrying 1 tonne
for 1 kilometre, or (ii) 1 flight carrying 10 tonnes for 100 kilometres, or (iii) 1 flight carrying 1 tonne for 1,000km.
On this basis its very easy to see how increases in RTK have absolutely no relevance in freighter ATMs and with
increasing average sizes of aircraft and longer route lengths becoming more common as the more remote parts
of the world’s open up to aviation increases in RTKs can actually translate into a reduction of ATM’s. Similarly,
their repeated use of Freight Tonne Kilometre (FTKs) is equally misleading as it does not translate into ATMs.

The argument that Azimuth repeatedly advance that a lack of available freighter slots as the reason that the UK
has lower % of cargo carried on freighters than the global average bears no real scrutiny. The UK has among the
highest volumes of long haul, wide body flights in the world and hence has a plentiful available capacity of cheap
belly hold space along all the major trade routes (particularly to North America). Much of the rest of the world
does not have this and has no choice but to use freighters to move cargo. The trend globally is for freighter use
to reduce over time as passenger services become more established and belly hold capacity increases.

If Azimuth’s arguments were correct you would expect to see year on year increases in freighter numbers at
both Luton and Stansted (which there is not) and you would expect there to be greater seasonal increases in ad
hoc freighter flights at Heathrow using available capacity outside the peak passenger flight seasons. Which again
there is not.

In the 12 months to June 2018 the Total ATMs per day at Heathrow had a variance of 135 between the busiest
month and the quietest month. In comparison the freighter ATM’s had a variance of only 1.8 between the busiest
month and the quietest month. Passenger traffic peaks in the summer while freight peaks in November when
passenger flights are around their lowest. If there was the hypothetical fleet of air freighters which were
desperate to fly into Heathrow as is envisaged by Azimuth you would have expected more seasonal variance in
the freighter ATMs in the UK — i.e. they would use capacity when it was available. Similarly, Stansted had
seasonal passenger variability of 148 passenger ATM’s a day and 7 cargo ATMs a day and East Midlands had
seasonal variability of 72 passenger ATMs and 12 cargo ATMs.

As has been demonstrated elsewhere in this document and in the reports written for SHP by Altitude and York
Aviation there is massive available runway and infrastructure capacity in the UK for freighters should that be
required. There is just no need for them. Simply building another 80,000 ATM capacity airport at Manston will
not change this.

The following table provides detailed comments and questions around the Azimuth report against specific clause
refences that should be considered.

Clause Comment/Questions

1.1.2 Azimuth makes the point that that the UK’s infrastructure should be “fit for purpose”. This is
clearly correct, but in order to give UK plc the best chance of future success appropriate
infrastructure investments should be made where they provide a clear and sustainable
competitive advantage to users.

Manston does not do this. It would be the equivalent of building a cross channel ferry port in
Bristol.

1.1.3 Azimuth’s projections are based on York Aviation’s historic work who have confirmed that
Azimuth have mis-interpreted their work and have drawn erroneous conclusions. Azimuth
have neither addressed this criticism nor provided alternative evidence.

1.14 How can the DCO process hope to be objective if the Secretary of State has already expressed
his support for the scheme. On what evidence was his support provided ?

1.14 Azimuth’s history of Manston missed out the step whereby the site was sold to SHP to be
developed out by the regeneration specialists who turned round Discovery Park.
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121

None of RSP’s directors have a successful track record in airport development that can be
pointed at. Indeed it is a matter of record that Tony Freudmann has a track record of repeated
failure in airport development and operations.

121

Azimuth miss the point that Heathrow is a cargo hub. The largest in the UK and has plans to
double its freight capacity.

13.2

The report is actually very selective in its use of data and is designed to give the reader a
skewed and misleading view of the market. Repeatedly conflating global issues with the UK
market.

2,11

On the one hand Azimuth rely on the aviation forecast from the DfT and on the other they
dismiss the DfT’s freighter forecasts out of hand which suggest no growth in freighter numbers
during the next 30 years. No explanation has been provided on this point.

2.1.6

If the UK is as strapped for aviation capacity as is suggested by Azimuth why are HMG selling
off various surplus long runway airfields for housing. On what evidence base has HMG relied
to conclude that these sites are not viable for aviation ? These surplus sites include RAF
Wethersfield which has 3 runways and could provide a 2.7km long dedicated freight runway
only 25km from Stansted’s existing infrastructure. With its central location would this not be
a better location for a new UK cargo hub ? Has RSP had any discussion with the MoD about
investing here ?

2.2.2

Azimuth’s point regarding cost pressures on the logistics chain does not support their thesis
of an impending migration of air freight from belly hold back to dedicated freighters. Cost is
all in logistics and if anything, increasing cost pressure will cause greater migration onto belly
hold.

2.3.2

Indeed, the local MP’s have long campaigned for RSP and have sought to provide vocal support
where necessary. One of the local MP’s is on record stating that a primary concern behind
for the local conservative councillors voting down Thanet’s Local Plan (which was evidence
based and recommended by officers), which recommend a mixed-use development on
Manston was to keep the value of the site low to favour RSP’s proposals. In effect making one
commercial entity more profitable at the expense of another.

233

The point stated about capacity constraints/free market was made with reference to the
analysis of the UK’s hub capacity and passenger traffic and is hence not relevant here.

2.3.8

Pure conjecture from Azimuth. To make this statement they need to identify which routes
might be consider unprofitable, and how much freight traffic there currently are on these
routes. They fail to do so.

3.01

It is worth pointing out that almost all air freight is aggregated before shipping as there is a
negligible proportion of flights that fly a single product to a single destination.

3.1.2

Azimuth acknowledge that 50% of express freight flights occur at night. As this suits daytime
delivery cycles. Why would Manston be able to buck this trend given that is what the shippers
(who are paying and have choice) actually want ?

3.3.1

Table 3 is largely meaningless in the context of Manston as the use of FTK’s provides no insight
into changes in the number and location of ATMs.

3.3.2

It would seem that Azimuth is attempting to overstate the position with regard to the impact
of air freighters at Manchester — as is illustrated in the relevant total tonnages for cargo at
Manchester in 2016 and 2017 shown below (www.caa.co.uk). This is primarily belly hold as
shown below.

This is actually a direct example of how new long-haul passenger routes act as a catalyst to
increased freight by providing low cost belly hold capacity.

I 2o 2017

Bellyhold 98,718 113,113
Freighter 10,058 7,068

Page | 24



http://www.caa.co.uk/

4.1.3

As part of Heathrow’s expansion, they are planning on expanding their cargo capabilities so
that it can handle double its current capacity and half the current freight throughput times.
This impact of this huge increase in capacity and efficiency in the UK (to 3,000,000 tonnes)
has not been explored in Azimuth’s report. This alone would allow for a 50% growth in UK air
freight from 2017 levels. No attempt has been made to assess how this could impact
Manston’s viability — and freight would have an innate preference to use available hub
capacity.

4.1.4

Azimuth’s comment that Stansted’s reduction in cargo flights might be consequence of the
“capacity constraints” seems to ignore that fact Stansted has a dedicated cap for cargo flights,
which it is not close to using, and it also runs contrary to Stansted’s stated aspiration within
their business plan of doubling the volumes of cargo handled.

4.2.2

The use of 1 quarter’s performance is meaningless without context. The other quarters
provide much less favourable metrics for Azimuth. Historic trends must be analysed in any
forecast of future growth. The quote below from Boeing 2018 Cargo Outlook makes the point
quite eloquently. One freight swallow does not make a summer.

“International freight yields rebounded more than 5 percent in 2017 after declining
approximately 3 percent annually for the past 20 years. Both volumes and prices increased
across the board in 2017, a market dynamic that has not been seen for over a decade. “

This positive trend did not continue into 2018.

4.2.3

Boeing’s 2017 Fleet Forecast predicts that Europe Based freighters will increase from 290 to
420 (45% increase) between 2017 and 2037 and the North American Fleet will expand from
850 to 1,100 (29% increase). Globally they are forecasting growth from 1,870 freighters to
3,200 freighters in 2037 (growth of 74%)

4.2.4

Again, selective quotation from sources by Azimuth. It is clear from IATA’s 2018 cargo review
that the future for dedicated freighters will continue to be pressured by the ever-expanding
availability of belly hold capacity.

IATA’ 2018 Cargo Review

“Over-capacity, the structural challenge: Over-capacity is coming mainly from an expansion of
the passenger business as well as an increase in the freighter fleet. Additional cargo capacity
from widebody belly passenger aircraft has continued to exceed that from freighter only fleet.

“

Azimuth make no attempt to address this point in any of their reporting. Why ?

4.2.5

As before the use of FTK’s are misleading in terms of airport need. They are relevant for aircraft
need as they are a broad measure of aircraft utilisation but not for runway capacity.

4.2.6

One year’s worth of forecast performance is irrelevant. Any analysis of freight volumes and
cargo trends must be considered over a 15-20 year economic cycles as that is the time period
envisaged by any investor.

4.2.7

Despite the massive increases in air freight that are claimed by Azimuth in 2017 — and the
pressures the system was under. The freighter numbers into Stansted and Luton actually fell
by 1,408 between 2016 and 2017. In 2018 they continued to fall.

434

Azimuth is right to state the UK airport operates in a global market place. What they do not
do is explain or justify why Manston would succeed in such a market given the weakness of its
location and the remoteness from any real distribution network. What competitive advantage
would allow Manston to successfully compete ?

4.3.5

Table 6: This table needs to be updated to show 2017 figures — also needs to be clear whether
these numbers are total freight or purely freighter only. But on the face of it they undermine
the argument that the UK is out of step with Europe with regard to belly hold freight.
Dedicated freighter numbers fell at Paris, Liege, Frankfurt, Luxembourg, Copenhagen, and
Helsinki — and were flat at Brussels, Milan, Madrid, Vienna, Munich, Dublin and Rome.

44.1

These figures quoted are meaningless from an economic perspective.
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The value of freight is irrelevant as is the cost of getting it from A to B which has the impact
on consumers and the economy.

Even if there was no increase in capacity in the South East — (noting now that Heathrow,
Gatwick, Luton and Stansted all have significant expansion plans) there is massive untapped
runway capacity in the North of the country that all lies within 8 hrs trucking of the south of
the UK.

4.4.5/4.4.7

York Aviation have publicly and clearly disputed Azimuths interpretation of their work. This
challenge to Azimuth’s work has not been addressed.

4.4.8

If the resilience of the road networks are really a “key issue” how will locating a freight hub to
the southern tip of the UK which is already heavily congested by HGV’s heading towards and
away from the channel ports help to reduce this risk. It will simply put even more pressure on
existing road infrastructure. How would a putative Manston freight hub operate if Kent was
gridlocked by a future implementation of Operation Stack.

5.1.2

The planning cap on Cargo as Stansted has never been met and hence there remains significant
unutilised capacity at the airport. Also Stansted’s stated aspiration in their long term plan is
to grow its freight volumes and expand in belly hold as they gain more long haul business have
been entirely ignored by Azimuth.

Freighter numbers at Stansted fell by 10% in 2017 from 2016. This is not an indicator of a
freighter market that has overwhelming unmet demand.

5.1.8

The representations that are made about Schiphol Airport choosing passenger flights over
freight are misleading as stated by Azimuth. Freight airlines at Schiphol lost their right to slots
as they were not using the ones they had reserved. This is not indicative of unfettered demand
in the sector.

The extract from Schiphol’s website below better summarises the position. Freighter slots
were forfeited if they were not used. This is not the picture of a sector where there is
continuous predictable and sustained demand.

“Effect on full freighter operations at AMS

Some full freighter operations are difficult to fit into slots. The major issue for full freighter
operations is the difficulty to fly according to a fixed on time schedule. According to IATA and
EU regulations, in order to retain their historical rights to slots, airlines need to fly 80 per cent
of their slots according to the requested flight schedule. This requirement proves to be
challenging for some full freighter operators. The nature of the air cargo industry is — compared
to the passenger industry-based on different needs, for example as the launch of new high-
tech products, flower seasons and the recent rise and seasonality of e-commerce), and unlike
the passenger market -which is a highly reqular market dominated by return flights- cargo
carriers connect cargo flows, which are one-way flights.”

5.1.8

Manston was available for MAG to buy. They chose not to.

5.2.2

It is highly speculative and unlikely that Low Cost Carriers will flock to Heathrow and take up
disproportionate number of new slots as it will have amongst the most expensive operational
charges and will undermine their profitability at other airports. Heathrow, due to its hub status
will most likely increase the breadth and depth of long-haul operations further increasing the
belly hold capacity provided to the market.

Also as outlined above, Heathrow are seeking to increase their freight handling capacity to
3,000,000 tonnes a year. The market impact of this is not dealt with by Azimuth.

53.1

The conclusion that Gatwick would not be not a serious competitor in the freight market is
laughable. It shipped 96,000 tonnes in 2017 and is likely to do in excess of 110,000 tonnes in
2018. Far more than Manston ever did in the past. They have the capability and appetite to
grow their cargo operations.

5.4.2

Luton is arbitrarily dismissed as a potential freighter hub by Azimuth but ignores the fact that
Luton has massive untapped runway capacity and could open up new stands cheaply to
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expand their existing freighter operations if that was considered profitable. The 16% fall in
Luton’s cargo ATM’s in 2017 is not reflective of a dedicated freighter market that is desperate
to find additional capacity within the London System. If that were the case why are freighter
numbers falling?

5.8.2

Itis telling that the 2003 White Paper talks about Manston in terms of meeting “local” demand
and potentially contributing to the “regional” economy. It makes no attempt to conflate
Manston’s status with any national importance. Since 2003 it has been repeatedly shown to
be unviable under various management teams — never once turning a profit.

Table 7

Arguably, because Manston is a closed airport with existing aviation infrastructure the list of
airports in this table is incomplete as it omits all the surplus airfields that are in the process of
being sold by the MoD. Many of which are in a better location and have higher quality existing
infrastructure than Manston has. Hence, it is likely they could be acquired and brought to
operational status more quickly and with less investment than Manston.

An analysis of cargo flights at Bournemouth is instructive. In 2000 Bournemouth handled
2,884 cargo flights at a time when Manston handled 920. By 2017 Manston was closed and
Bournemouth handled zero cargo flights. With only 4,251 passenger flights at Bournemouth
there can be no argument that cargo flight are being displaced by passenger flights. If there
was such un-met demand to fly into the south east why should this be the case?

In 2000 Prestwick (which is clearly not in the South of England ) handled 2,112 cargo flights.
But by 2017 this had fallen to 670. Freighter flights are falling because there is simply less need
for them.

www.caa.co.uk

6.0.1

Azimuth’s consideration on factors that may impact the future demand for freight are all
hugely speculative and only consider potential upside drivers rather than downside risks that
would reduce volumes. For example:

1. “The March Of The Makers” — The emergence of ever more complex 3-D printing and
manufacturing facilities will reduce the cost advantage of importing from low wage
economies. This has the potential to massively reduce demand for air freight.

2. Continued shrinkage of product and packaging . This reduces the volume and weight
of goods to be shipped allowing more value and unit numbers to be carried by one
flight.

3. Environmental Taxes: It is not hard to see increase taxation of air freight in the light
of its environmental costs. Encouraging more local manufacture and reducing
demand.

4. Brexitdriven onshoring: Reduced dependence on imports as a consequence of Brexit.

5. Growth of Rail Freight from China to Europe. Clearly not as fast as flying but much
cheaper and much faster than shipping.

“One of the defining rail freight trends of recent years has been the spectacular rise in the
volume of intermodal traffic between China and Europe. In November 2017 , China Railway
Corporation (CRC) reported that more than 3000 container trains had run between the two
continents since the start of 2017, exceeding the total for the previous six years combined, with
services connecting 35 cities in China with 34 destinations in Europe”
www.railfreightjournal.com

6.2.6

It is highly unlikely that two terror events will lead to wholesale changes to the air freight
market.

6.3.1

It is noticeable that Azimuth makes no attempt to quantify the cost benefits to shippers of
belly hold freight. They should be made to do so as it all goes to the economics and
competitiveness of a reopened Manston. Avia’s 2016 report estimates that belly hold costs
25% of a dedicated freighter.

The UK has huge and increasing belly hold capacity as Heathrow (and an increasing number of
other UK airports) drive global long-haul flights with huge untapped belly hold capacity. Given
this it is very easy for shippers from all over the world to get to and from the UK by belly hold.
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6.3.2

The image of peripatetic air freighter flying from airport to airport as required is correct — it
highlight’s very eloquently that there is insufficient demand for air freighters from shippers —
outside express scheduled express freight (DHL/Fedex/Etc)- to support predictable cargo
flights. This is not a business model that you can make a speculative investment on.

6.3.3

Azimuth should quantity the freight volumes and number of ATMs that are driven by each of
these categories. If these are the niches that Manston expects to fill it should be set out (i)
how big each of the niches actually are, (ii) where they are currently operating from and (iii)
how much of that market Manston could expect to attract.

6.3.5

Boeing’s 2018 fleet forecasts for the next 30 years anticipates that globally air freighter will
make up a reducing proportion of the global fleet. This is not consistent with Azimuths position
that we are about to see a migration away from belly hold.

Azimuth needs to set out on which routes freighters are critical, the tonnages and the ATM’s.

The table below from Avia’s 2016 report for TDC illustrates that the decreasing proportion of
Revenue Tonne Kilometres that are carried globally by dedicated freighters is not expected to
be reversed out to 2033. Since the date of this report Boeing have reduced their expectations
for growth in the underlying freighter numbers.

World RTK's Carried on Freighters by Percentage

Source: Boeing
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6.3.6

If the average time between pick up and delivery is indeed 138 hours, as stated by Azimuth, it
highlights that air freight is only really every going to be a long range business. As trucking
(with a daily range of up to 800km) is always going to provide a compelling alternative in terms
of both cost and speed over short to medium distances for all but express freight deliveries.

The work done by the Airports Commission on capacity in the South East supports this analysis
with the useful summary of “How Air Freight Works” on P74 of the report which is extracted
below.

“How air freight works

Air freight is generally used to ship goods that are relatively small and high value and in
markets where goods need to be shipped over long distances quickly and surface transport
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options are limited. Examples include food or pharmaceuticals that need to be delivered in
controlled environments with short shelf lives and fast evolving high tech products where
several weeks of sea transit to or from the Far East might represent a significant proportion of
the product’s sales life.

Air freight is either carried by dedicated freighter aircraft or in the cargo holds of passenger
services — known as belly hold freight. Freighter aircraft are predominantly flown between
freight hubs in an operator’s distribution network where volumes are sufficient to justify the
expense of running dedicated cargo services. Belly hold freight uses passenger services to
expand the potential freight network. The extra time involved in ground handling freight means
that such belly hold operations have traditionally not been used in the short-haul low-cost
sector where operators focus on reducing turnaround times and maximising the number of
flights each aircraft makes in a day. easylJet trialled the carriage of cargo in Europe in 2012 but
the operational challenges (e.g. time taken for security processes) led it to discontinue the
service.

The time of day when capacity is available is also of critical importance to air freight companies
as it determines the levels of service that they can provide their customers.

Due in part to the capacity for road and rail transport to compete with airfreight on time over
distances of up to 400-500km, air freight tends to be focused on inter-continental long-haul
destinations.

6.3.7 The statistics quoted regarding the revenues generated by belly hold and dedicated freighter
aircraft actually demonstrates just quite how compelling the belly hold cost advantage is if
¢50% of the air cargo volumes generate only 10% of the revenue it implies that dedicated
freighters are up to 5x more expensive than belly hold.

6.3.9 Azimuth blatantly try to misrepresent the UK’s position. The UK is the world’s 5% largest

economy by GDP and has long been a global centre of commerce, travel and trade. These are
not advantages that much of the rest of the world has. Hence, the UK benefits from massive
belly hold capacity and connectivity through long haul passenger routes that is simply not
available in many other areas of the world.

Azimuth keep trying to push capacity constraints as being the driver of the reduction in
dedicated freighters in the UK rather than it being driven by underlying market trends. There
has been a broad and sustained reduction in freighter flights across the UK in airports that are
by no means even close to having capacity issues. The only exceptions to this has been the
growth of the aggregators and express freight operators at Stansted and East Midlands who
have built their UK infrastructure at these locations.
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Total UK Freight Freight by Airport Type

Source: CAA, AviaSolutions Analysis
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Trying to compare East Midlands to Schiphol as Azimuth do is somewhat surprising. One is a
global hub with 6 runways and is host to the national flag carrier and one isn’t. Yes, East
Midlands generates significant revenues from passenger flights, retail and car parking but
without these it may not be viable. It is also an indicator of potential viability issues facing a
Manston that does not enjoy the same potential catchment area as East Midlands.

6.4

The key issue with air freight in the UK and its interaction with trucking is that the UK is simply
not that big. A truck can drive for up to 10 hours a day giving a potential daily range of 500
miles. To illustrate the point, you can drive from Prestwick to Bournemouth within that time.
Basically, the whole UK is within one days trucking of any major airport. A reopened Manston
would provide (what is un-needed) capacity at what would the most inconvenient locations to
all shippers in the UK other than those located in East Kent.

Useful illustrations of comparative trucking times from East Midlands are provided in the
Altitude Aviation report. Also, East Midlands Airport makes the point very succinctly in their
website that “89% of England and Wales is within 4-hours trucking” of the airport. This is not
a flexibility that Manston could ever offer due to its peripheral location.

Why would any shipper from North of London ever choose to ship from Manston ?

6.4.4

There is massive untapped capacity in all the airports North of London. If this trucking to
Europe was driven by demand rather than cost why are they not seeking to use the capacity
at these airports.

If this was actually a real issue why have freighter numbers been falling across the UK?

6.4.6

As before York dispute Azimuth interpretation of their work.

6.4.9

Tellingly Azimuth do not report on the inbound RFS data to UK airports. Freight flows work
both ways to and from hub airports due to the attraction of low-cost belly hold capacity.

Does Azimuth have any information on whether the trucking across the Channel is to pursue
dedicated freighters or belly hold capacity. Given the arguments that are advanced about the
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cost disadvantages of dedicated freighters it would seem logical that cross channel trucking is
cost driven rather need driven. Otherwise a freighter could be chartered as required.

6.4.11/12 The sensitivity of Kent’s road networks to delays at the channel ports and the costs to the
economy is well understood and is why the Government have paid for Manston’s runway to
be available as a parking area in order to manage that disruption for both Operation Stack and
Operation Brock.
It is not clear why adding many 10’s of thousands of additional HGV movements to an already
congested road network would be something that would make this pressure better rather
than worse. Is seems unlikely that any shipper, who is seeking fast and certain air freight would
choose to commit to an airport that might be unpredictability and severely impacted by
disruption to cross channel ferries.
One of Manston’s problems is that by the time a HGV has driven to Kent they are already very
close the European road network and ready access to cheap belly hold space at European
airports.
7.1.7 The table below shows Manston’s performance since 1990. It is clear that is has not been able
to generate or sustain meaningful cargo volumes or ATM's. Statistics from www.caa.co.uk.
Manston figures from 1990-2014
Freight Passengers Totals
Year atms Tonnage |average per atm [atms Numbers |Avg per atm |Atms Planes  |Planes per week
1990 105 2068 19.70 342 18608 54.41 447 224 4.3
1991 187 2925 15.64 86 4414 51.33 273 137 2.6
1992 155 1938 12.50 91 6459 70.98 246 123 2.4
1993 152 2204 14.50 130 7810 60.08 282 141 2.7
1994 203 5326 26.24 53 3382 63.81 256 128 2.5
1995 227 5073 22.35 49 2523 51.49 276 138 2.7
1996 92 1918]  20.85 13 941 72.38 105 53 1.0
1997 68 2206 32.44 62 2936 47.35 130 65 13
1998 223 5655 25.36 46 2269 49.33 269 135 2.6
1999 700 22785 32.55 46 1511 32.85 746 373 7.2
2000 920 32239 35.04 64 7594 118.66 984 492 9.5
2001 911 35521 38.99 26 5761 221.58 937 469 9.0
2002 800| 32240|  40.30 5 52 10.40 805 403 7.7
2003 1081 43026 39.80 25 3256 130.24 1106 553 10.6
2004 730| 26626 36.47 2603 100592 38.64 3333 1667 32.0
2005 177 7612 43.01 4454| 206875 46.45 4631 2316 44.5
2006 322 20841 64.72 139 9845 70.83 461 231 4.4
2007 444 28371 63.90 164 15556 94.85 608 304 5.8
2008 412| 25673] 6231 128| 11625 90.82 540 270 52
2009 485 30038 61.93 96 5335 55.57 583 292 5.6
2010 491 28103 57.24 660 25692 38.93 1151 576 11.1
2011 389 27495 70.68 1083 37169 34.32 1472 736 14.2
2012 432 31078 71.94 255 8262 32.40 687 344 6.6
2013 511 29306 57.35 1129| 40143 35.56 1640 820 15.8
| 2014 229 12696 55.44 392 12385 31.59 621 311 18.3
It should be noted that Azimuth’s forecast average tonnage per ATM are much lower than
were historically achieved at Manston. Is this because they want to inflate the ATM forecast?
7.1.9 The airport was marketed globally for 2-years by Infratil and their advisor PWC and no buyer
came forward for either Manston or Prestwick . Both airports were ultimately and separately
sold for £1 in 2013. Manston has closed, and Prestwick remains operational but loss making
and has cost Scottish tax payers £40m to date to keep open.
7.2.2 The claims made by Azimuth regarding Manston’s potential as a freight hub are frankly

laughable.
730 ATM'’s is equivalent to one plane landing and then taking off per day.
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Only 4 times in the 25 years of CAA statistics did Manston achieve more than this. In 2013
when Azimuth state it was 5™ busiest freighter airport in the UK it was handling less than one
plane per day. It is impossible to viably operate an airport at this level.

733

This is not consistent with RSP’s DCO application which has a much higher number of cargo
stands.

73.4

How much money have RSP allowed within their appraisal to fund off site trafficimprovement
measures? If they have not included anything who will fund this ?

7.4.1

How will the expansion plans at Stansted, Heathrow, Gatwick and Luton impact the timing of
any airspace changes ?

74.4

At what height will fully laden freighters be at over Ramsgate during take-off and landing ?
How wide will the Public Safety Zone be. There seems to be no mention of this in Azimuths
reports which is a surprise given that dedicated freighters have a significantly worse safety
record than passenger planes.

8.0.1

There is no evidence of capacity constraints impacting freighters.

8.0.2

Azimuth make no attempt to address the question of why no major freight forwarder or
aggregator chose to operate from Manston when it was open and when its operators were
crying out for customers. Particularly if it actually has all the advantages that Azimuth would
seek to confer on it. It is not credible to simply blame lack of investment as investment would
have been forthcoming if the customers had been available.

8.04

A partial and misleading quote from KCC’s report on Manston. It actually went on to conclude:

“The truth is that Manston has failed over a prolonged period of time to run as a commercially
successful airport.

Kent County Council gave strong support to various investors but the reality of commercial
aviation at Manston Airport led to very significant losses. In fact, in the 16 years since it was
taken into privately ownership it has incurred losses by those who have tried to operate it in
excess of £100 million”

“RiverOak has not managed to convince Thanet District Council that there is a viable business
plan. We believe the new owners have got a credible plan and the financial ability to create
substantial numbers of new jobs which will bring prosperity and economic growth to East
Kent.”

8.4.6

It is wishful thinking that a reopened Manston could provide an alternative to Schiphol —even
before the impact of Brexit. One is a huge international hub with massive connectivity. One is
not.

8.5

The potential tax benefit of Enterprise Zones were all there at the point Infratil sought to
secure a sale of the airport. They did not prevent the airport being sold for £1.

9.0.6

Stansted, Luton and Bournemouth all have freight capacity now which is not being used.
Runway 3 at Heathrow will provide a massive boost to UK plc air freight capacity hence the
capacity in the South East is likely to expand significantly faster than the actual air freight
market. This is notwithstanding that East Midlands and Birmingham would always be more
attractive freight locations as Manston for any shipper north of London.
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Volume 2 - A Qualitative Study Of Potential Demand

Azimuth’s decision to choose a qualitative approach to establishing viability and demand patterns is wholly
inappropriate for the type of investment decision that is being made. The decision to ignore current and historic
trends for air freight in the UK is simply wrong and inexplicable.

Azimuth’s justification seems to be that freight forecasting is difficult. So they shouldn’t try. Historically all air
freighter forecasts have been optimistic.

Any investor will need to establish the baseline size of the market that they are competing within, the potential
of that market to grow and the ability of the competing and existing airports to satisfy the likely demand.

Absolutely no attempt has been made by Azimuth to do this. Likely because the trends, clearly evident with the
CAA’s UK air freight statistics, are diametrically opposed to the justification made for re-opening Manston.

Instead Azimuth have opted to conduct interviews with a selection of interested parties who either have some
form of historic connection to Manston airport or have a vested interest in it reopening. No conclusions can be
reached on the market for Manston from this form of analysis and this set of interviewees. Not one of the
interviews has the ability of making Manston a viable proposition.

The use of Frankfurt as a supporting argument for Manston is surprising and irrelevant. Frankfurt is a 4-runway
hub located in the heart of industrial Europe, adjacent to a major city, which serves as the main hub for
Germany'’s flag carrier and with each of its runways longer than Manston’s. Even with these advantages
Frankfurt achieved only 21,145 freighter flights in 2017. Down 1.5% on 2016. If an unconstrained airport at the
heart of industrial Europe is experiencing falls in freighter numbers it suggests that something more than
perceived South East England capacity constraints are driving the UK air freight market.

This trend at Frankfurt seems to have continued into 2018; “Cargo volumes at Frankfurt Airport fell by 6.4 per
cent in July due to fewer freighters and less freight being shipped in passenger aircraft. The German airport
handled 175,960 tons, the lowest figure in July since the 2009 financial crisis, mainly due to the number of
freighter aircraft operating from Frankfurt, with flight numbers down 3.1 per cent.” Air Cargo Week August 2018.

Throughout all their reports Azimuth seek to make much of the trucking to and from airports as being the
untapped opportunity that is being lost to the UK to justify their position on Manston. From an Azimuth
perspective this is a very convenient argument to run as it requires no evidence. However, it misses the point
that trucking is always an intrinsic part of the end to end journey for all freight. Flying is simply the bit in the
middle. As a truck can drive almost 1,000km in a day there is a very large radius from any destination airport
from which same day delivery is possible. Decisions to truck back and fore across the channel will be driven by
the most efficient way of delivering what is being carried what and where the end customers are.

Azimuth stated there is the potential to attract an integrator to Manston. No evidence has been provided to
support this — and it would appear highly unlikely as (i) the UK is already well service by all integrators who are
well established and heavily invested in airports in the centre of the country (ii) Manston’s remote geographic
location does not meet the criterial that have been identified by integrators.

York Aviation’s report for SHP concludes the following:

“Manston is too peripheral for integrator operations serving the UK. Integrators have a strong preference for
locations more centrally located in the UK with good road access to all of the major markets. The availability of
land for warehouses, for example as suggested in terms of the use of the ‘Northern Grasslands’ part of the overall
Airport site, is far less important than a location central to the market and the availability of good road access,
neither of which are characteristics of Manston. It is simply in the wrong place to serve the market being located
at the far south east at the end of a peninsular, away from the main centres of population and distribution in the
UK.”

While AviaSolutions for TDC concluded similarly:

“We consider the geographic location of Manston precludes it from being a suitable base airport for an integrator
in particular when compared to UK competitors such as East Midlands Airport. “
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Given these repeatedly stated conclusions about the incompatibility of Manston’s location with
integrator/express freight operating models it seems very surprising that c50% of Azimuth’s forecast ATM’s are
either integrators or express freight operators (Amazon, DHL and Fedex etc).

Azimuth also claim potential opportunities to attract low cost passenger operators — but provide no evidence of
any commitments. There is simply not the population density within East Kent to support a diverse mix of
destinations given the proximity of other airports and low cost operators will not want to cannibalise revenues
from existing operations.

Azimuth conclude there is “little doubt” that Manston is needed. But they provide no evidence in support of
this. Manston Airport has now been closed for nearly 5 years and its absence from the UK’s aviation
infrastructure has had zero impact on aviation in the UK. It is unlikely that any future reopening would change
this.

The following table provide detailed comments and questions around the Azimuth report against specific clause
refences that should be considered.

1.3.2 Azimuths statement that “Every effort has been made to ensure the robustness of this study” is
simply not true. Firstly, York Aviation have repeatedly disputed Azimuths interpretation and
conclusions that are based on their historic work. Azimuth have made no attempt to provide
additional supporting evidence to back up their assertions or to justify their approach.

Secondly key data sources and trends are not analysed or considered. The CAA statistics provide
massive amount of data on cargo, flights, loading and type of planes and show consistent long
term trends. None of which is addressed by Azimuth as they represent a pretty “inconvenient
truth” for the conclusions they are trying to justify.

2.5 As previously stated generally global trends in FTKs are not relevant to the UK market or the
number of ATMs.
2.6.4 Azimuth state that freighter flights are not modelled in detail but the DfT did consider their

position enough to reduce their 30-year forecast from growth of 0.5% annually to no growth at
all over the period.

As outlined above each iteration of freighter ATM forecasts for the UK have proved to be over
optimistic and have been downgraded in subsequent iterations.

2.17 None of these factors are evident in Azimuths approach.

3.4 The entire edifice of Azimuth projections are based on these 24 inte