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Dale: 11 August 2008

Dear Sir
DISPOSAL OF VARIOUS INTERESTS TO CELTIC PLC

| refer to our meeting on 1 August 2006 and to previous correspondence in this connection,
in patiicular to ny letters of 16 March and 13 July 2006,

| understand that Celiic only has a total budget of £675,000 (o include the valuation of
Strathy Park) to cover all the valuation issues; Westhorn, Strathy Park, the conjoined coach
and car park and the land within the Cellic Triangle. In the light of sale of the former
Belvedere Hospital site, it now appears that Celtic have insufficient funds to acauire afl the

sites b which they are intoresiad.
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In summary, the terms previously discussed for Westhom sifectively assumed a raie of
£24.000 per unit {gross) and, whilsi there were rumours (in March) that the price paid for the
former Belvedere Hospital site may have been as much as I per unit gross of
abnormal costs, | was prepared to ralify the terms agreed, as the Belvedere site price had
not been confirmed, :

| specifically stressed that it was therefore a high risk strategy if Celiic Plc were seeking to
drag out negotiations relating to what is one of the smallest clements of the deal (the
conjoined car park) as, i fresh information came to hand regarding the price paid by Kier
Homes for the adjacent hospital site, | would need to reconsider my valuation for Westhorn.

During our previous discussions, Celtic must have been convinced that the site valuation

paid for the former hospital site would have been substantially less than [N per unit

gross. This confidence was evidently misplaced in the light of the sale price, which was

confirmed last month, as Kier Homes have paid a consideration of £7.5m for the former

hospital site, which breaks down at iper unit net, making an allowance of «circa
per unit towards abnormal site development costs.

Therefore the comparative figure of _per unit (gross) for the former hospital site is
now sufficient evidence to warrant reconsideration of the deal for Westhorn, which is now
based on historic information at only £24,000 per unit (gross).
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Gur previous valuation of Westhom (@ £24,000 per unit gross) was based upon anassumed
dansity of 160 units, which gave & gross site valualion of £3.84 million from which we
deducted an allowance towards abnormal site development cosis of £21,870 54y £22,000
per unit or £3.5 million. On this basis the residual site valuation was £340,000 and you and |
were prepared 1o accept Strathy Park inlieu of the balance (to which a notional valuation of
£250,000 was given), forgoing the differential of £90,000 to acknowledge the benefil to the
city of Glasgow as g resull of having conbrol overthe Sirathy Park site.

Celtic have made varipus arguments about the allegediy preferred position of the former
hospltal site compared with Westhom and whilst T am not whoily convinged about this view, |
would be preparet to make g 10% deduction between the former hospital site and Westhom
Inorderto move matiers forward.

On this basis the gross site valuation for Westhorn increases 1o £4.64 million (160 units @
£29,000 per unit) from which | deduct abnormal costs of say £3.5 million (160 uniis @
£22.000 per unit) producing 2 residual site valuation of 21 14 million but sav £1.1 million.

if Cellic only have a budget of £675,000 including the valuation of Strathy Park (£250,000)
and the notional benefit fo the city of Glasgow by the deal (£90,000) the ouistanding balance
of £760,000 significantly exceeds the residual budget that Celtic have for all the parcels of
land.

Comment

| therefore consider that the Council should pull back from all the deals and concentrate on
Westhorn only. As Cellic has expressed an interest in acquiring these pieces of land, it might
provide some comforl if Cellic had an oplion 1o acquire these pieces of land, held open for a
pariod of, say five years

Al the same time the Council needs fo regulate the various pieces of land currently occupied
by Celtic and for which no rent is cutrently paid. | wouid sugges! that land within the Celfic
tiangle is leased at 10% of the capital valuations (£100,000 per acre capital value).

Celtic will obviously be unhappy as they will now be asked to pay a market rent for land thal
has been used rent free for so long. However, | presume your Gouncil needs 1o lease these
sites on a commercial basis in order to satisfy audit and, now that it has been brought to our
attention, | would recommend that the occupancy of these pieces of land should be puton a
commercial basis,

legal issues
It might be worthwhile fo seek advice from your Legal Services on a number of points:

1. The terms of the Westhorn sale agreement between Glasgow City Council and Cellic
plc of 20 June 2003, page 3, condition 5 stales that either parly may refer the matier
to arbitration. | wonder if your solicitor has yet advised, in event that negotiations do
‘break down, when is the first day when either party is legally able to refer the matter
to arbitration. What also happens in the interim? If Celtic plc were to refer the malier
to arbitration tomorrow, can they still be asked to quit Westhom? If so, can they be
asked o quii Westhorn with immediale efiecl?

2. Can the Council serve notice to quit {removal) and still implement the sale
agresmentvaluation marketing clauss?

3. Isthe Council legally entitled to ask Celtic to demolish those buildings erected on land
within the Celtic Triangle, which are constructed on land owned by your Council?
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4. sseription over ‘f?‘%s reas above, including the
right f ‘ eld Strest/Holywell Strest as a means of
%{;i {this asa—@sw it might be difficult for

%ﬁ;} me informed of Celtic’s reaction of the suggestion that
thom f;z’?y ior the moment and look forward 1o recei inga
5 on the above points.

ézf if yol feel another meet ting with you, Caltic or their agents would be useiul, Lwould
than happy to atten

Should you have an ¥ questions, please do not hesitate to comaci me.

Yours faithiully

District Valuer Services








