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REPORT

THE REGENERATION GAME

In a bleak economic landscape, a beacon of hope on Teesside has become a case study in the loss of
democratic control over industrial Britain and the unaccountable enrichment of a select few...

HEX iron and steel-making all bur ended

on Teesside in 2005, with the loss of
thowsands of poba, the Cameron government's
response was 1o bring in Lord  (Michael)
Heselvine o repeat whar he'd  done on
Mersevside in the 19805, From i owork
emerged a new combined local authoriy for
the Tees Valley and a development corporation
o regenerate the old industrial sites on the
sviith bank of the Tees.

Socn after the South Tees Development
Corporation was set up under the chairmanship
of newly clected Tory reglonal mayor Ben
Houchen im 200 7, the 4, 300-acre site became a
shivwease for the Johnson  administration’s
“levelling up®™ agenda and, betore long, the
heart of what would be his government’s
flagship “freepon™. One of the mos
contaminated sites in the country in ang its
mst deprived regrons would be transformed
inbo & green energy centre employing 200060
people in the induseries of the fueure.

Land ahoy!
e erarical first step in the regeneration was for
the develspment corporarion to acquire the kand
o the south bank of the Tees. Generally thas was
seramghiforwarnd as companies such as Tam Seeel,
which had shae up shop a few vears carlier,
happily seld. Bur bankers to recently collapsed
Than steel company 551 Indusirics, controlling
70 crimcal acves of what had been the Redear
Stcelworks, held our. An ensuing compulsory
purchase  process  became  complex and
coatentionss, and by Movember 2019 Houchen
was complaming of being “held to ransom ™. The
ballish former E,|u-:,|_-r on a4 misson o rransform
Teessiche vorwed o “take back what is ours™.
[days after rthese comments, o well
comnected local businessimen entered the fray
with a move that would soon net them a huge
opportumey. Using a specially  mcorposated
company, DS Industrial Lid, a group of
EI-||\!||I_"H.\.|I‘|I,'I'I ||_'|_| h:l.' |'ir|:||'\q'|'|!| |_||_'I.'|_' s :\.',Irtlll

Cormey and Chrastopher Musgrive boughe an
option, costungg just £0.5m, to lease 70 acres
adjprinang vhe band owned by 551, ar the site of
the important Redear Bulk Terminal pose. With
551's bankers” professed plans dependent on this
land, Cormey and Musgrave now had leverage,

Unknown to the public at the fime
[simce the development corporation’s publs
meinunes failed o wdentify them or their riole),
the men  approached  the  development
cooporation and parlaved this o a 50
percent share i a jong venmure with the
corpiration, Teesworks Leud, wo develop the
4 5} acres now ,||-.:'| Il:r,||'||,|.;,'|_| leesw orks. Mo

other bids for the GPPETUNITY Were iy 1oed

A report prepared bor the same early 20020
Houchen-chaired board meeting that approved
the joint venture, obtained by the Eye under
freedom of informaton laws, shows thar in also
r|_1||E\-|_'|'-l..'|.'|||.|1'\|;_'d ||i‘|1i|||l\. !‘lrr r»;'\-;_'-\.hllrk'\-u ‘Il,‘l It
acquire frechalds over all the land. As Houchen
later summed ot op: “Once they brng an
mvestor [ o husiness coming o Teesside|,
they're able w draw down the land [ie acquire
the frechold], rake om the labilicy, pur the
THINEY

in o remediate m, and develop the
investor™ The deal would thus effectively
transfier contral of the souh side of the Tees 1w
the new JCHINGE VORI,

There was litle sign of assessing whether
the deal was good valee for local or nanonal
taxpayers (although Houchen insisis  local
podinicians mcluding Laboar councillors were
given the relevant background), But it soon
lsoked good bor Corney, Musgrave and oo
Accounting recerds examined by the Eyve show
that between Apnl and Augusty Llasr year, they
received four dividends totalling £8.7m. This
was thanks o a hitheroo undssclosed agreensent
tor share the proceeds of scrap sales berween the
|_1|_'|.|_'!||i'|||'||:|lur -|_'||1'F"|1r.ll:|||l'| III'||,| -[1_'l_"\|'|'|llrk"| | I|.|
After just over a vear into the parinership, and
before any new business had appeared on the
site [though Kotean wind mrbine “monopsle”™
maker SeAH has now started o build a
facrory), it was a healthy return

Meanwhile, cash was coming in from
Whitchall, bur om the strengeh of plans that
were wpnificantly  different from  what was
actually taking shape, Soom after the creation of
the joint venture, i sprang 2020, the Tees Valley
Combined Authonty presented  the  larest
version of a “business case™ vo the government’s
Department for Business, Energy and Industrial
Serategy (BEIS) for the larcsr slog of public
miney (the total now s o maore than £250m,
| 13 |;_|_'|1 SN an '-|III|*|'|. ;..I, TR II'H.' sife wale .II1|.|

the work of decontaminaring and remedianng
This pitch showed chae

often toxic land)

Tees Valley's Tory mayor Ben Houchen

“private  led development™, i which the
developer would “hnance and  implement
redevelopment ™, was rejected as “unlikely ro be
fnancially sustainable becanse of the higher
returns requared by private developers, wha are
likely to compromise social and environmental
ohjectives (o maximise revenues”.

Yet the Tecsworks Lid joint venture meant
that future hnancing and development prould
be handed to the 50 percent private-owned
company, which would also be required
raise the funds to complete the redevelopmens
= ift stark contrast to the commitment in the
hasiness case thar development of the site = will
be Facilitared tlg. '||!||_' creatron af an mvestmient
fund® raising money publicly and privasely.

Furthermare, the plans aiso envisaged thar
the South Tees Development Corporation =has
comtrol  of all the mnecessary land  and
infrastructure™, with the intenton o "rent
rather than sell land o allow contred of the
long-term frechold and imposs approproate
lease conditions on tenants™. Mow this power
would belong to the plli*l:..'-'r-rl-..ln' partnership,

Freeport intervention

At least ae this stage the public development
corporation  retained a hali share in the
developrent point venture, Bur even this wasny
to last, as the boondopple on which ardent
|'i:1,"q,|!-_'\,-r |‘|:'||J|','F||,'|!_ :'l-_ |'|.I.1 £ 5 his '|I|.'II'I:'\ for
vears loomed o view,

In July 2019, with the help of consultancy
Vivid Economics (which would continue 1o
earn  handsomely from the Tees Valley
authosity ), the mayor published his =proposal
tor a mational free zone pobicy. using the Tess
Valley as a launchpad for nanomal prospenny”

Crting o 2004 paper by the up-and-comang
MP for nearby Richmond, one Rishi Sunak,
Houchen argued that his development zone
shaoiild form the centrepéece af the first low-rax,
low-regulanion freepart

When Sunak became chancellor six monthi
later, Hoaschen, by his awn account, went on a
“Treasury charm  offentive™ and  “thouted
I the fIIIFIIrIIF-"a nd hanged down doon
across Whitehall and Westminster selling the
freeport concept”. When cight of the new
cengres were named o March 2021, Sunak
rewarded the Tees Valley mavor with the
freeport designation he craved = cven though
Teessidde had scored marginally worse on
official criveria than a bid based around les
povernment-friendly Tynesade and Wearside,
But Teesside and 1s SUPOETIVE Mavor were
alwavs key to Sunak’s polincal ambinons, i
“Brexitenabled frecport®™ becoming a cemtral




plank of his (ill-fated} Tory leadership bed.

If the freeporr initianive was furtheriog
political careers {Houchen won a landshide re-
clection last yearl,  was also ncreasing
Comey's and Muosggrave's sway on Teesside.
Within maonths, the area’s new status enabled
them oo raise their stake in Teesworks o )
percent cwnership,

[espite Sumak’s fondness for the region as a
hard-harted, high-vie  photo-opporunity, he
never armived on the Tees with a chegue book 1o
provide the serious further money needed. So,
while the freeport news was welcome, repored
the development corporation's fimance director
Gary Macdonald o his board in Auguss 2021,
ﬂ'bp ‘Iil.'c-:.'r.a:' window for investment 1ax I"rl.'.lki-
meant quicker use of limited government funds
and mecessitated “a oransfer of agnificant risk
amd rewards [0 the joant venture partmers| o
incentivise the required pace of delvery ™, This
translated mbo “an mncrease of 40 percent share
capital in Tocsworks to the prvate sector
parmers”. They would per vhese shares for
nothing  through the same company, [CS
Induserial, thar vhey had wsed vo acquire the
crucial land opoon twe vears earier The
development  corporation wiathheld  from
freedom of information disclosures valuanon
details thar might explain why Teesworks Led
was worth nothing,

Commission control
Whar was more, 3 “memorandum  of
understanding” signed by the govermments
kevelling up and business departmenss and
development corporation chief executive Julie
Gilh + iy Oictober 2021 revealed the existence
of & further commission agreement with the
Fant  vendure  partners, e Corney's and
Musgrave's companies, not with Teesworks Lad,

Undet this, they would receive farther
amounts on top of their prohts from the pomt
venrure, Again, the authority would no
disclose derails of this or what it said were
several other agreements surrcamdimg the point
venture. Meanwhile, acoounts recently filed by
DCS Industrial Led show w had made ar leaso
£1m profic by last November,

Houchen has said that Teesworks Lid was
in fact worth less than zero, given the costs i
was taking on, Corporation fimance director
Macdonalds  report estimated that  rhe
company wonrld need to raise around £350m in
loans for further remediation and develogment
of the infrastructere needed go atrrace business;
the mayor would later put the requarement at
LXdem. Against thar, the business case in
support of earlier public funding had foreseen

alongside Ben Houchen

income from the site, ™) percent of the profirs
on which would now acerue 1o the developers,
of E7(Im (before any potenmal gains froam
selling on the frecholds). Which cermainly
suggests the economic case, and the zero price
agreed for Teesworks Lod shares, needs the
mdependent examinarson it hasn't so far had.

J";ri],ipu e |rnpm1J.nﬂ:\., hinwever,
Houchen says e had no choice bur o do the
deal, given the absence of further pubhe
funding. Under a government that saw levelling
up more as a politeal strategy than a senous
ITIVESTIAETIL Progiramime, alternatives = such as
sufficienaly  funding  the  development
corporation  direetly  of  guaramecing s
borrowings = weren't on the table.

The price is loss of control. The fnance
director’s report nastes, tor example, that public
influence over whar businesses come on to the
Teesworks site, on what terms, is now limited
to the local Redear and Cleveland borough
councils planning procedurcs. The rest is down
to the businesumen. So much for the now
development corporanion “raking back what s
ours” and drving through regencranion of
Europe’s largest brownheld sie.

Ie rvissy be hoped thar Corney and Muosgrave
have the backing and determmnanan v see the
project through the choppy ecomomic waters
ahead. The development corporation’s finance
man added thae fmancang the praject would now
be “decided by the mapority sharehobders [ie che
property men| and as such debr leveraging could
occur™, In undertain tumes, with mterest rares
risangg, thats mot a grear prospect and echoes
carlier concerns about hinancial sustamakbalicy,

The deal did ar leass have to pass “state
aid®  laws  prevemting  publicly  funded
sweetheart deals, The development corporation
enlisted the help of Newcasle soliciiors Ward
Hadaway to deal wath Whitehalls questicns on
the mamer, lis parmer dealing with the Tees
Valley was one Tim Care, who happened 1o be
the hushand of Tees Vallevs commercial
director unnil this March, Alison Fellows, and
ix a weteran of the PFl industry, of which the
Teesside project has uncomfortable echoes.

Scrutiny of the bounty
When lical online newsshoer the Tees Valley
Manrtor hirst reported the further handover of
Teesworks Lid shares to Corney and Musgrave
companies, Ben Hoochen responded in an
interview with the Nostbern Echo. BEIS and
the Treasury, he said, “had crawled afl over™
bath the 40 percent share giveaway and the
original joint venture split,

The Eve asked these departmenis for their

the Tees freeport project &

assessments of baoth. The Treasury could And
nothing, while BEIS had only a backside-
covering “file note™ prepared, months after the
event, when the lagter change attracted adverse
publicity and an  alleganon  from  Labour
Stockion Morth MP Alex Cunnmingham  of
*selling the people of Teessede down the river
and hidflllg behind a cloak of SCCTCCY o

The noste recorded that a BEIS offcial had
atended the board meeting at which the extra
shares for Comey and Musgraves group had
been agreed, but the civil servant's contribunion
had been limited o ensuring the development
corporanon’s “lead accountable officer™ was
satisfied rhat the deal “represented value for
maney to the public sector partners ™. The “lead
accountable officer™ happened 1o be the same
finamce director whose paper had recommensled
it. Whitchall hadn't examined the arrangements
ax all, never mind “crawled all over™ them.

More uRCONVINCING FEASSUTANCE WAS 10 Come,
Last manth, a couple of days alter the Eye had
put o BEIS evidence that far more land and
cantril had been given to developers than had
been approved from Whitehall = and with no
meaningiul scruting = Howchen issued a press
release, He claimed the Narional Audit Office
had given Toesworks a *full clean bill of bealth™
after a “thorough review into the organisanon
and corporate group”, The NACO responded thar
it had performed no official review bot had
merely confirmed thar money from Whitchall
had been used a5 intended (m remediation work b,

Plant feed

Before the wansfer of conrod 1o the propeny
developers, the development corporation had
recopnised risks in gerng mio bed with them,
fts business case for taxpayer cash 18 months
carlier noted the ® [V [point venture]| partner’s
relative lack of experience on size, complexity
andd hazards associated wath the South Tees
site”  and  the “differing  governance
requirements between [V partner background
and public sector requiremicnts  NpaCTIngG
procurement”™. Translated from management
speak (the report was prepared with I?Lﬁ:-ilrvl.
this meant there could be no guirantee over
proper spending conrols, What can be seen of
where the money is going so far suggests the
concerns were well founded.

Houchen has promised Tecsworks will
provide “hrighrer futures for generations o
come™. It is certainly deing so for the next
generation of one of his new business partners’
family.

TOC Mamt Lid - or, as Houchen has plugged
it, “lantasiee Darlington-hased TOC Plame™ -

 Coartinars over o




was incorporated in February 2020, five days
after the mayor reporied o the development
corporanon board the compromise agreement
thiat would usher in Comey’s and Musgrave’s
group intoe the Teesworks project.

The company is owned by 26-year-old
Chester Corney  and - 28-vearold  Thomas
Carr, whao happen to be Mamin Cormey’s san
and  son-in-law  respectively.  TCC Plame
equipment now operates on the Teesworks
site, and very nicely the lads seem to be doing
from the project, Accounts for the firse vear of
their company’s aperagion, up s March 2021,
while not revealing its income, show it had
retzined profits of £530,000 - and that's after
any salaries or dividends taken by Corney Jor
and Carr,

TOC Plant is one of a handful of companics
set up by the voung entreprencurs since Marrin
Corney  moved into the Teesworks project
(having had none beforel. Carr has also bocome
a  director of a new r-.mprng ABENCY for
consoruction workers. He and Chester Comey,
through their own new “construction halding
company” (s Holdings Morthern Led, also
have o S0 percent stake in Teesside Services Lad,
a mew cement manufacturing company. There
should be plenty of the grey stuff being poured
on the Tees under Corney Snes warchiul cve,

Working for Teesworks  Lid or  ather
contractors, swch companies don’t have
publish information abour their contracts, Run
by the %0 percent private Teesworks Ld, the

Construction wark at the fresport site is now largely free of governmant oversight

development work can remain a fairly secrer
affair. Some conrraces thar have been awarded
by the publicly owned development corporation
or its wholly owned safety management
company South Tees Site Company Lid do,
however, have 1o be declared, The largest pose
some rroubling questions,

Security cheques

One of the winners on the Tecsworks sire,
through contracts for “core site security” and
“awiet protection scevices” worth £3m and
£2.4m, s Hartlepool company ME Security Lrd.
Irs lbon logo can be seen on signs across the site
and on Teesworks-branded 4x4s parrolling ir.

Orwned by $9-year-old Hartkepool ex-haxer
Dave Garside, NE Security's PrOSPECs My not
have been harmed by his long association with
Chris Muosgrave, T] he company has guarded the
latter's Wynyard Business Park for more than a
decade and Garade was pictured persomally
sccompanying Musgrave's wife to court in
2010 when she was prosecuted over assaulting
a traffec marshal.

Company reconds, which the development
corporition appears not 1o have examingd too
LII.“I_I} show that NE Seconty Lid came inwo
being in 2012 {contrary to its claims of having
been “founded in 19957} and l:'k.pﬂ.l'ldli.‘d afrer
anather Garside security company, NE Services
Led, went into administeation in 200135, Is
demise had been brooghr about by debts 1o a
tax adviser of £375,000 and o HM Kevenuwe

Bt = = b |

& Cuosvoms for unpaid raxes running oo mone
than £1.3m, of which £1.4m was s
“counter-avoidance™  unir r'n!luwing a failed
employment rax-dodging scheme. Whibe - the
taxpayer was shafied, Garside has moved on
and business continues under his ownership,
throwgh NE Security Lrd, without the annoying
rax bill.

Until March 2014, ME Seccurity was 30
percen-owned by Garssdes son, Dave Jor -
even after a prison sentence in 2000 for violent
dizorder following his invelvement in a
machete attack, This was followed in 2015 by
a sennence of 11 years and eight moaths for co-
leading what Cleveland Police called a
“Hartleponl-based organised crime  group”
that formed part of a cocaine and amphetaming
racket strerching across the north of England.
There is no suggestion of any involvement by
Dave Snir in these marrers.

Since his recent release from prison, Dave
Joe has been working at ME Security again,
Security jobs and management, however,
reqiire an industry association accreditarion
which Dave Jnr might find tricky to get for a
while, and his role is as a “health and safery
adviser” - quite a carcer progression from
machew amack accomphice. NE Security says
he obtained a heaith and safety quabification
while inside and it 15 prowd of his progress.

Given  the importance of security  ar
notoriously smugghng-prone frecpons — the
drug network Garside was invelved in used
what are now also freeports ar Liverpool and
Tilbury - not 1o mention the valuable assets
and scrap lying around Teesworks, all this
ought pethaps o sound an alarm. When an
Eve reporter wisited the site, among the
locations for WE Security’s notices was the
perimeter fence of the specially  designared
“customs one” of the freeport = into which
goods will be able ro enter duty-free and must
nat beave withour authorisaon,

Full-fat friends

Teesside was supposed to represent the funare:
poster child for a levelled-up Britain and
exemplar of a freeport policy carrying the
highest of post-Brexin hopes. Bur these were,
respectively, over-promised and ill-coneeived
ideas, As the regions deal with the consequences
amid dire economic conditions, and new prime
minister Liz Truss promiscs mo go further with
still lower-regularion “full-fat™ freepores, early
experience on the Tees supgests cthere'll be
plenty of cream for the insiders — bur thinner
gruel for evervone else @

THE 90% CLUB Property men moving on the Tees

THE property developars who | theformer Plizer factory in Kent, tevalopment has also “deliverable housing
entered into 8 joint vanture with | where he had also donated 1o the recaived a Houchen land” and the last
thi South Tees Dovelopment Tories. Cormey could boast a string helping hand. Soon thing it needad
Carporation did 5o through twe of residential developments across | after becoming mayor, wias & development
companies. These were Marthern | the Tees Valley through his and Houchan sagerky that WI.IW involve
Land Management Ltd (owned by Waller's Theakston Estates group. backed proposals for a ‘ b concreting over & large
Martin Corney. s father-in-law Mot long befare the Teesworks news 4,500-hame garden * area of green land
lan Waller, a family trust and fellow | deal, the same group of village at Skemingham  Chris Musgrave {left outside the tawn and
director Chrig Harrison] and Chris businessmen had negotiated on the outskins of and lan Waller building a brand-new
Musgrave's vehicle, JC Musgrave anothar 50650 joim vinturg, this Darlingtan. In papars golf course to replace
| & V00-year-old one that will ba

Capital Ltd.

The man ware not antirehy
unkniwn to Tees Valley mayar
Ben Houchen. Waller had donatad
£7.000 to the mayos in 2018 amd
A% Musgrave is a Hartlapool
markel trader wurned developer
wiho was awarded an OBE in 2019,
He had tumed Samsung’s old plant
into his Wymyard Business Park
before veruring south a few years
ago ta do samathing simalar with

time with the airport that Howchen
hat brought back info local pubfic
awnarship in 2019, Teesside
International Airport Business Park
LLid was established to develop a
£200m bissiness park at the heavily
loss-making airport that i3 presemed
as an imposant part of the fresport,
Pregress on the site has not bean
spactacular over the past two years.
Meanwhile, Musgrave'’s, Comeys
and Waller's other styla of propafty

submitted in 2018 to Whitehall jainthy
by Houchen, Darlington council’s
leader and Carrney’s snd Waller's

l Theakston propearty group, and Seen

by the Eye, the mayor said that: "We
have identified nonth Darlington,
specifically Skernngham, as the
preferred location for a new garden
GOy,
Campaigners paint out that

official figures showad the bardugh
alrpady had 8 15-year supply of

| built on. Officials at the Tees Valley
autharity lad by Houchen have
wried to distance it from the garden
willage seheme, claiming Houchen's
support was a "persanal decision”.

Another successtul bid, enabding
up to 6,800 homes, came from
Wynyard Park sutside nearby
Stockton - pwmned by Musgrave.
Houzhen said he was “delighted”
with the decision.




