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Dear Bruce,  
 
LOCHABER CONTINGENT LIABILITY 
 
Following my update of 17 November 2020, I can now provide the Committee with additional 
information regarding the revised business plan of the GFG Alliance for the investment at Fort 
William which is underpinned by the Scottish Ministers’ guarantee.  
 
I had anticipated reaching a decision on the revised business plan before the end of the year 
but in fact I approved the plan on 25 January.  This plan replaces the original which was for 
the development of a manufacturing facility to produce alloy wheels for the UK automotive 
market.  
 
The contingent liability which the Committee approved in 2016 will continue to diminish through 
the lifetime of the guarantee.  No call has been made on the guarantee and the Government 
continues to receive a commercial fee from the business. 
 
Original investment plan 
 
In return for the guarantee granted in 2016 the GFG Alliance was obliged to make an equity 
investment of not less than £70 million to establish an alloy wheels plant.  The plan was 
designed to sustain the smelter by adding considerable value to the aluminium product.     
 
The Fort William smelter has operated for over 90 years but its annual tonnage output is 
modest by international standards and the site remains loss-making as a standalone entity.  
The GFG Alliance has sustained significant operational losses since purchasing the smelter 
and while developing its investment plan and obtaining planning consent. 
 
The original alloy wheels plan had faced commercial challenges including rising capital costs, 
due in part to ground conditions, and, most importantly, the sharp contraction in UK automotive 
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production linked to the negative impact of ‘dieselgate’ and uncertainty surrounding Brexit.  
Against this backdrop, the company now deems the original plan commercially unviable. 
 
New business plan 
 
Such changes of circumstance were contemplated in the design of the guarantee which allows 
the business to propose alternative downstream manufacturing activities for approval by 
Scottish Ministers to meet the £70 million investment obligation.  
 
Having considered a range of alternatives, the business now intends to develop a £94 million 
investment package to secure the smelter complex as a GREENALUMINIUM hub, with the 
three key elements being: 
 

i. Project Silver – £82m investment in a new aluminium recycling and casting facility (billet 
plant) that will double aluminium production on site from 40,000 tonnes to 80,000 
tonnes per annum;   
 

ii. Project Corpach – £6m upgrades to the nearby port at Corpach to improve efficiency of 
material flow and to reduce the cost and carbon footprint of alumina imports which are 
imported currently through an English port and then moved by rail to Fort William; 
 

iii. Project Loch – £6m investment in a water canning facility, located next to the smelter 
to package Highlands water into reusable aluminium cans to provide an alternative to 
water packaged in plastic bottles.   

 
In the view of the business, the three projects together represent the most attractive means of 
sustaining operations at the smelter though they will generate less employment and gross 
value added than anticipated from the alloy wheels facility.  While such reduced economic 
benefits are disappointing, to reject this smaller scale development might have resulted in 
unintended and unwelcome consequences.  Like other sectors aluminium production has 
suffered the negative impacts of the pandemic and Brexit but I am pleased to note that 
operations at the Fort William smelter have continued throughout, albeit at reduced levels of 
output.  Current GFG employment in Lochaber totals around 200 – an increase of some 30 
posts since GFG’s acquisition.           
 
A further key aspect of the revised plan is the commitment of the GFG Alliance to lodge 
investment funds incrementally in a project account with withdrawals requiring Ministers’ 
consent.  The business has now lodged £8 million in a project account with the next milestone 
payment due by the end of March 2021.   
 

The wider commitments of the GFG Alliance to investment in Scotland are captured in a recent 
letter to me from Sanjeev Gupta which I have attached for the Committee’s information.   
 
Next steps 
 
The GFG Alliance’s new investment plans still require to go through the formal planning 
approval process with the Highland Council with a pre-application public consultation proposed 
to begin this month.  Due to current Covid-19 restrictions we understand this will be held online 
for a period of 21 days from 18 February until 11 March which will include a virtual consultation 
event on 25 February where members of the project team will be available to respond to 
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questions. As referred to in recent Press & Journal articles, this is a required part of the 
planning process where further information about the proposed plans will be made available 
to the public, so I wanted to ensure the Committee were updated and made aware of 
developments ahead of this.  
 
Should the Committee require anything clarified further I would of course be happy to provide 
more information. 
 
Yours sincerely, 

 
FERGUS EWING 
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14 January 2021

Dear Mr Ewing, 
 
Commitment of the GFG Alliance to Lochaber 
 
Further to the submission of our New Business Plan for Lochaber, we have been asked to set out briefly 
our latest proposals and our wider commitments to the development of GFG Alliance assets in 
Scotland.  I am grateful for the Scottish Government’s continued support and approval for these new 
business plans in the face of the extraordinary economic and social challenges we faced in 2020. 
 
I continue to be extremely positive about our industrial capabilities in Scotland and share your 
aspirations for a strong economy and industrial strategy for Scotland, with renewed plans for the 
Lochaber complex playing an important part.  
 
We look forward this year with greater optimism but with further national restrictions now in place, 
it is clear that making progress during Q1 and Q2 will continue to be severely impacted, given the 
potential implications across the group. We will continue to bring forward capital investment plans 
wherever possible and we are grateful for the support of the Scottish Government for our acquisition 
and investment strategy.  
 
Delivering for Scotland 
Since our acquisition of assets in Scotland, we have achieved a great deal in a relatively short time. At 
the Lochaber aluminium smelter and hydroelectric station, we have been investing to upgrade and 
refurbish some of these facilities and have provided significant financial support for the businesses 
during this transition period. We have now enabled an increase in efficiency and production at the 
smelter and entered into a partnership with National Grid so that the hydroelectric station can serve 
to add further capacity into its valuable ‘balancing mechanism’ for the grid. In early 2021, we will also 
have completed upgrades to our Grid connection, providing both further opportunity and security for 
the facilities.  

Across the wider JAHAMA Highland Estate, we have committed to investment and community 
engagement across the estate in support of the Highlands economy, employees and local 
communities. Some highlights include: 

⁻ Completed an initial 100 hectares of peatland restoration, with over 4,000 hectares of 

peatland identified for future restoration. 
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⁻ Planted over 150,000 native trees including ecologically important species such as Scots 

pine, Eared Willow and Common Alder. 

⁻ Increased woodland cover from 23% to 43% within the restoration area and overall 

woodland by 608 hectares. 
⁻ Opened a new wild venison business and shop in Fort William, promoting locally-produced 

sustainable meat at an affordable price for local people.  
 
We also look forward to publishing our first Natural Capital Valuation report, a ground-breaking 
assessment quantifying the economic and environmental value of activities across the Estates, 
pointing the way to JAHAMA becoming economically as well as environmentally sustainable by 2027. 
More information about our extensive work on and around the estate is detailed below. 
 
And at Dalzell and Clydebridge, we are proud to have re-opened the steelworks and remain the only 
steel operations in Scotland. During this period, the business has undergone substantial 
transformation with new management structures, processes and operations, which now means after 
several years of sustained financial support, the business is looking forward to a sustainable future. 
 
Looking to the future, we continue to make the following firm commitments to you in respect of our 
assets in Scotland: 
 
Industrial development in Lochaber 
Following an extensive work programme and significant GFG investment, our initial planned 
investment in a new alloy wheel factory next to the smelter achieved conditional planning permission 
and the project delivery plan for the project was well developed. However, as you will be aware, over 
recent years, there have been significant and detrimental shifts in the UK economy and a dramatic 
reduction in the size of the UK’s automotive manufacturing base.  
 
These market conditions have unfortunately led me to conclude that an alloy wheels factory would 
not be financially viable. Far from delivering new jobs or economic benefit for the Highlands of 
Scotland, proceeding with this investment would in fact put at risk the work we have already done to 
protect and grow the number of jobs across the complex up to this point. 
 
However, I remain fully committed to undertaking demonstrable investment of not less than £70 
million of our own funds at Fort William to establish facilities under the New Business Plan submitted 
to you last year.  In the interim we have already invested more than £5m in our new business plan, 
funded a further £8m into the escrow account for this plan and covered in excess of £30m of smelter 
losses since acquisition.  
 
Our exciting new business plan for Lochaber will set the smelter on course for a secure future for 
decades to come, will create additional direct and indirect jobs as we move towards full capacity and 
also protect around 200 existing jobs.  
 
It comprises three core elements: 

- a state-of-the-art aluminium billet facility with the minimum capacity to produce c.80kt of 
aluminium billet per annum, more than half of which would serve domestic demand, create 
local supply chain resilience and displace imports, and create export opportunities.  

- investment in a new facility at nearby Port Corpach to facilitate the import of alumina to the 
smelter, substantially reducing logistics costs and carbon emissions while increasing 
operational resilience. 

- a mineral water canning facility on site with an initial capacity of c65-70 million cans per 
annum. This pilot project would seek to establish a commercial and market position for 
canned highland water with an advanced plan for creating a vertically integrated business 
incorporating can making, filling and distribution. 
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Taken together, this investment programme will create sustainable long-term opportunities for 
growth, capable of supporting more than 600 jobs in the local economy, almost half of which will be 
directly employed in our own facilities. There is also the potential to create a web of downstream 
value add operations utilising this low Scottish carbon aluminium. 
 
Moreover, the investment and historic work programme means these aluminium products will be the 
lowest carbon aluminium in the world.  With half produced from clean green power and half from 
recycled aluminium, this is a truly unique programme that fits with Scotland’s green jobs and recovery 
programme. 
 
Relating to the Scottish Government guarantee, GFG acknowledges the significant raising of funds to 
enable the acquisition and subsequent development of the Lochaber suite of assets and we are 
grateful for the support of Scottish Government in enabling this.  As Scottish Government is aware, 
we would acknowledge that at the time of the funds being raised, we were able to access increased 
capital with the benefit of a broader covenant package and due to rates being different to those 
expected by any of our or your advisors.  We are delighted to state that GFG remains focussed on 
investing in Scotland, will seek to apply corresponding amounts in Scotland and that this package 
strikes the right balance of benefits against risks.  
 
The companies in the GFG Alliance offer a comprehensive security package over the Lochaber assets 
and a range of other risk mitigants, conditions and guarantees to protect the Government’s long-term 
interests. These guarantees are subject to Scots law and to the jurisdiction of Scottish courts. Over the 
period, GFG has fully satisfied its financial commitments, including interest paid to lenders and 
Guarantee Fee payments of more than £8 million, which have been paid to Scottish Government in 
respect of the Guarantee. With the aforementioned investment in grid connections at the Lochaber 
Hydroelectric station, we have also now substantially de-risked the Scottish Government’s commercial 
exposure, which should give further confidence to stakeholders and an opportunity to reduce such 
fees over the coming period. 
 
Wider industrial development 

⁻ In addition to our planned investments in Lochaber, GFG Alliance will continue to evaluate 
opportunities for investment across Scotland. This includes our commitment to deliver a new 
Electric Arc Furnace facility for the recycling of steel as part of GFG’s GREENSTEEL strategy. 

⁻ Given the wide-ranging economic challenges facing GFG Alliance, the steel industry and the 
UK economy at large, the first stage will be to undertake further work to understand the 
potential business case, funding and other support for such an investment. 

⁻ Subject to a planning inquiry, we have proposed an investment at Glenshero for a £158 million 
wind farm, consisting of 39 turbines with an indicative capacity of 168 megawatts (MW). 
Should we be successful, during each year of the operation and maintenance of the wind farm, 
this investment is expected to contribute: 

o £5.2 million and 42 jobs in Highland; and 
o £8.0 million and 67 jobs in Scotland. 

⁻ During the construction phase, alone, the wind farm is expected to contribute £65.8 million 
and 596 job years of employment in Scotland (including £25.2m in Highland). 

⁻ Furthermore, we have also committed to ringfence c£840k annual rental income to the 
JAHAMA Highland Estates for investment in projects based on the five core pillars of its new 
management strategy. The proposed projects include development concepts for: 

o expansion of Ben Nevis Business Park in Fort William; 
o redevelopment of the JAHAMA Highland estates portfolio of estate properties; 
o Achintree car park (one of the main access points to Glen Nevis and Ben Nevis); and 
o The Puggy Line narrow-gauge railway. 

 
JAHAMA Highland Estates 

⁻ We appreciate the Scottish Government’s community empowerment agenda and remain 
committed to working with the Scottish Government, Highlands & Island Enterprise, 
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Community Trusts and other stakeholders to maximise the land asset for the long-term 
sustainable development of the community. 

⁻ Since acquiring the land, JAHAMA management has established strong local relationships, 
receiving overwhelmingly positive feedback from community stakeholders. In no small part, 
this relates to the progress made on several community transactions, including the transfer of 
Lower Falls Car Park, a long-term peppercorn lease to the Nevis Landscape Partnership, for 
example. We are also in the process of transferring Island Parks under a peppercorn lease to 
a charitable organisation in Kinlochleven for a public recreation field while other proposals 
continue to be negotiated.  

⁻ We will continue to engage positively with all relevant communities and tenants in the 
development of the estate lands; and to consider any proposals for community transfers 
brought to us by community bodies that demonstrate their aspirations for the land and how 
it can support the wider vision for the estate and its communities. 

 
We understand how important the continued development of industrial activity in Lochaber and 
across our assets in Scotland is for your Government, and the employment and economic value which 
go with that. I look forward to working closely with you to deliver our joint ambitions, continue to be 
a partner with your Government and to be one of Scotland’s best businesses. 
 
Yours sincerely, 
 
 

 

 
 
Sanjeev Gupta   
Executive Chairman / GFG Alliance 
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