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ECONOMIC STRATEGY BOARD

Meeting to be held at City Learning Centre, Normanby Road, South Bank
at 2.00pm on Tuesday 19 January 2010

10

APOLOGIES
CONFLICTS OF INTEREST

NOTES OF MEETING HELD ON 14 JULY  Attached
2009

MATTERS ARISING Verbal
ITEMS FOR DECISION
NATIONAL POLICY STATEMENTS Attached Malcolm Steele

ITEMS FOR INFORMATION

TAKING FORWARD THE INDUSTRIAL Attached Jonathan
INVESTMENT PROGRAMME Spruce
ISSUES ARISING FROM BUSINESS CASE Attached Jonathan
WORKSHOPS Spruce
FORMAT OF THE BUSINESS CASE Attached Jonathan
Spruce

ITEMS FOR PRESENTATION

NORTH SOUTH TEES INDUSTRIAL Presentation Sarah Tennison
FRAMEWORK

ANY OTHER BUSINESS
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Economic Strategy Board Agenda
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11 DATE OF NEXT MEETINGS
e Tuesday 20 April 2010

Meeting to be held at 2pm — venue to be
confirmed
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CONFLICT OF Teex\alley

INTEREST PROCEDURES -
unlimited

Introduction

1. Tees Valley Unlimited (TVU) Board Members should act impartially and should
not use their position on TVU to further their personal or private interests. It is
therefore good practice to have, and One NorthEast requires, TVU to have a
set of clear procedures for dealing with any conflicts of interest, which may
occur during business, whether at the Leadership Board, the Executive or the
Sub Boards.

2. The purpose of this note is to advise TVU Board Members what is meant by a
“conflict of interest” and to set out procedures for dealing with such conflicts if
they occur.

3. Board Members, who are also elected members or co-opted members of one
of the Tees Valley Local Authorities, will have signed an undertaking to adhere
to a Model Code of Conduct, issued under section 50 of the Local Government
Act 2000, and adopted by their authority. Within that Code are requirements
relating to the declaration and registration of personal non-prejudicial and
personal/prejudicial interests. Local Authority members should have regard to
all the requirements of the Model Code when representing their authority on
TVU Boards.

Definition

4. A conflict may be defined as an interest in any TVU business which relates to or
is likely to affect the financial, commercial, professional or personal interests of
an individual member, their relatives, close associates, employer, any firm in
which they are a partner, any company of which they area Directors, or the
organisation they are representing on TVU.

5.  An example of a conflict of interest could be a business representative
influencing a decision that will be of financial benefit to that members business or
another business that they have an interest in.

6. The responsibility for declaring an interest and for withdrawal from the meeting
room and not improperly influencing a decision on a partnership matter rests with
the individual Board Members.




unlimited

Basic Principles

7. In conducting its business, TVU requires all partner organisations, and their
representatives, to act in the overall interests of TVU and its schemes.

8. Partners should accept a collective responsibility for the effective delivery of the
funding programmes, which over-rides any individual interests (corporate or
personal).

9. Partners should declare an interest when involved with partnership business and
act at all times in good faith, in the best interest of the schemes and the local
area.

Procedures
10. In conducting TVU business, the following procedures will be applied:

() A standing item, regarding conflicts of interest, will be included on each
agenda at the start of TVU meetings. All members should declare the
existence and nature of any interests at this point. Details of the
declaration will be recorded in the Board’s minutes. If members arrive part
way through a meeting they should declare any interest at the start of the
relevant item or as soon as it becomes apparent that they have an interest;

(i)  TVU will maintain a register of such declared interests, detailing the nature
and extent of such an interest;

(i)  Where a conflict of interest occurs, the Board member should withdraw from
the meeting room whilst the relevant business is being considered /
determined and, must not vote of otherwise improperly influence decisions
on that business;

(iv) Inrespect of collective decisions, such as partnership quarterly grant claims
or the approval of annual delivery plans, partnership members should
consider the issues in respect of the other elements of the schemes and not
their own projects or interests. In practice, this means that within the
context of an overall scheme decision, members should vet each other’s
claim or submission.




unlimited

In the case of Local Authority Board Members they should consider whether they have
a personal non-prejudicial or personal/prejudicial interest in any matter, as defined in
the Model Code of Conduct for Local Authority Members. Where a member has a
prejudicial interest in a matter they should leave the meeting room and must take no
part in the discussion or voting on the business concerned.

If partnership members require further advice on conflicts of interest, they should
contact Linda Edworthy, Senior Assistant Director (Corporate Support) at the
Tees Valley Joint Strategy Unit (01642) 264908.
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Notes of Meeting

ECONOMIC STRATEGY BOARD

Meeting held at City Learning Centre, Eston at 2.00pm on Tuesday, 14™ July 2009

ATTENDEES

Councillor David Budd
Mike McNulty
Keith Robinson
Steve Petch

Ray Bryant

Stan Higgins
Richard Buckley
Richard Poundford
Jonathan Lamb
Susan Hanley
Sandra Cartlidge
Graham Collinge
Malcolm Steele
John Lowther
Jonathan Spruce
Sarah Johnson

Middlesbrough BC Chair
Environment Agency

Keith Robinson & Co

Darlington BC

North Yorkshire CC

NEPIC

Tees Valley Regeneration

Stockton on Tees BC

Business Enterprise North East

ONE

GENECON
TVJSU
TVJSU
TVJSU
Stockton BC

APOLOGIES

Councillor John Williams
Councillor Mark Hannon
Councillor Bob Cook
Malcolm Potter

Nigel Kidwell

Nigel Perry

John Anderson

Martyn Pellew

Darlington BC

Redcar and Cleveland BC
Stockton on Tees BC

Tees Engineering Alliance
Jackson Solicitors

Centre for Process Innovation
Darlington BC

PD Ports
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Action

APPOINTMENT OF CHAIRMAN

It was agreed that Councillor David Budd be appointed
Chairman for this meeting only.

CONFLICTS OF INTEREST
None.

NOTES OF MEETING ON 21 APRIL 2009
The minutes of the meeting held on 215 April 2009 were

agreed as a true record.

MATTERS ARISING

Tees Valley Bus Network Improvements

It was noted that a bid of £62 million had been granted entry to
the Government’s forward programme. Market prices were
expected at the end of the year. The project was expected to
start early 2010 and be finished by 2012.

Regional Funding Advice Round 2

It was explained that although the advice had been submitted
at the end of February there had been issues with the A19
schemes. At a meeting of the Interim Transport Board, chaired
by Nick Brown, it was explained that forecasted under
spending over the next 3 years needed to be corrected. Two of
the A19 schemes in North Tyneside had now slipped to
2017/18. As a result, £30 million had been contributed to the
Tees Valley Metro Phase 1 and £5 million to the East
Billingham Corridor. Money could also potentially be allocated
to regional smart ticketing scheme, which was to be rolled out
by 2012.

Community Infrastructure Fund

The Board was informed that since the last meeting the bid
had been submitted. This was a £4 million scheme to improve
conditions on the A19 and A66 to allow the housing growth
point sites to go ahead. It was expected that an answer would
be received later in July.

NORTH AND SOUTH TEES PROJECT UPDATE

Members were provided with an update on the North and
South Tees project.
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It was explained that a detailed presentation would be given at
the next meeting as the study was due to be complete in late
September/early October.

The Board was given details of the draft stage 1 reports that
had been received. The key issues coming from the reports
were highlighted and it was noted that they were currently
being reviewed before being issued in final form.

The Board was informed that in order to test the research so
far, two workshops had been held one for the public sector and
one for the private sector. Details of the initial feedback
received from the workshops were provided to the Board.
Board members noted that there had been a good attendance
at the workshops and that it would be good to feedback to the
attendees. JS noted that the consultants were currently doing
a summary report and that a link to this would be sent round to
those that had attended.

The Board discussed the Health and Safety Executives
‘Advise Against’ recommendations. JS noted that TVJSU
would be going to the HSE with a longer term plan and that
detailed discussions would take place to resolve any issues for
the North and South Tees in order to minimise risk.

RESOLVED that the report be noted.
DURHAM TEES VALLEY AIRPORT

Consideration was given to a report relating to Durham Tees
Valley Airport.

It was explained that in response to the recent consultation on
Reforming the Framework for the Economic Regulation for UK
Airports, the Joint Strategy Unit had prepared a submission on
behalf of the Local Authorities. A copy of the submission was
provided to the Board.

In summary, the response rejected totally the proposals and
arguments put forward in the proposed regulatory framework
justifying the lack of any proposals for the maintenance of
regional connectivity to Heathrow, an issue that had been
raised by Members previously.

It was noted that discussions were continuing with the
Regional Minister and his counterparts in Yorkshire and
Humber and the South West, as well as through The Northern
Way to try to form a coalition of similar views on regional
airport connectivity in an attempt to signal to Government the
consequences of the current regulatory framework to regional
airports and the clear need for change.

Action
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10

Action
RESOLVED that the report be noted.

CORUS TASK FORCE
The Board received a presentation on the Corus Task Force.

It was noted that TVU were working on proposals for the North
East to become a centre of excellence for energy and low
carbon economy. It was considered that a joint task force with
the Government could deliver the new economy for the Tees
Valley. A budget for the work was currently being worked up. It
was considered that Government involvement from the
beginning was important.

The draft proposal had been submitted to ONE who were
currently drafting a response.

RESOLVED that the information be noted.

ECONOMIC BENEFITS OF GREEN INFRASTRUCTURE

The Board was reminded that they had received a previous
presentation on the outcomes of a study into developing a
Green Infrastructure network across the Tees Valley and also
an update at the last meeting on more recent work to
determine the economic benefits of green infrastructure.

MS commented that the strategy had a lot of support in the
Tees Valley to establish the best way forward for
implementation. A lot of agencies were interested and had
made financial contributions. It was considered that it could be
held up as a national example of good practice.

The Board received a presentation from GC of GENECON
consultants on the key findings of their work.

RESOLVED that the report be noted.

ANY OTHER BUSINESS

None.

DATE OF NEXT MEETINGS

e Tuesday 13 October 2009

e Tuesday 19 January 2010

e Tuesday 20 April 2010

Meetings to be held at 2pm — venues to be confirmed.
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o= Valley Agenda Item 5

unlimited
Report of: Director of Joint Strategy Unit
Report to: Planning and Economic Strategy Board
Date: 19" January 2010
Subject: National Policy Statements
Item for: Decision
SUMMARY
1. A number of National Policy Statements (NPS) have been issued for

consultation by government:
e Overarching Statement on Energy
e Fossil Fuel Electricity Generating Infrastructure
e Renewable Energy Infrastructure
e Gas Supply Infrastructure and Gas and Oil Pipelines
e Electricity Networks Infrastructure
e Nuclear Power Generation
e Ports

2. National Policy Statements, along with the Infrastructure Planning
Commission (IPC) form part of the new planning regime introduced by the
2008 Planning Act to provide a faster, fairer, more efficient system for
considering proposals for nationally significant infrastructure projects. In
particular they will cut out often lengthy debates at public inquiries on the
‘need’ for types of energy or infrastructure. NPSs will show which forms of
development are, or are not, in line with government policy. Applications for
major infrastructure developments, above certain thresholds, will be
determined by the IPC.

3. This report summarises the coverage of the National Policy Statements and
highlights some potential implications for the Tees Valley. Key issues include:
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e No indication of priority areas for new energy infrastructure provision
with the market largely deciding when and where new proposals will
come forward

e Insufficient weight given to the statutory development plan and its role
in planning future infrastructure requirements

e Atregional and sub-regional levels strategic initiatives are being
developed to provide a firm basis for making investment decisions
about facilitating infrastructure to place the Tees Valley in a strong
position to attract new investment and facilitate expansion — the
Overarching Energy NPS in particular must acknowledge then need to
support future economic strategy and development

e Possible conflicts between increasing fossil fuel generation capacity
and the approach to planning for low carbon energy infrastructure

e Little on the relationship between future infrastructure provision and
potential development opportunities

Recommendation

4, It is recommended that the Planning and Economic Strategy Board endorse
the comments on the National Policy Statements and agree to them forming
the basis of a formal response to the relevant Government department.

Page 2 of 18
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11

2.1

2.2

2.3

2.4

2.5

PURPOSE OF REPORT

The government has issued for consultation the first tranche of National Policy
Statements (NPS). The purpose of this report is to summarise the content of
the NPSs, consider any issues and implications for the Tees Valley, and
agree a formal response to the relevant government department. The report
also gives some background to the role of the Infrastructure Planning
Commission (IPC) and how it will use NPSs to determine applications for
nationally significant infrastructure projects.

BACKGROUND

The 2008 Planning Act introduced a new planning system for applications for
nationally significant infrastructure facilities. The new system covers
applications for major energy generation, railways, ports, major roads,
airports, and water and waste infrastructure. Under the new system, national
policy on infrastructure will be set out in a series of National Policy Statements
which can be reviewed by the Secretary of State if there is a change in
circumstances. Smaller infrastructure projects which fall below the thresholds
set out in the 2008 Act (see the individual NPS summaries in this report) will
continue to be dealt with under the existing planning system.

A new independent body, the Infrastructure Planning Commission (IPC), will
examine and decide applications for new infrastructure development, using
the criteria on national need, benefits and impacts set out in the NPS. The
IPC can also consider other matters which it considers both important and
relevant to its decisions.

NPSs will vary in content depending on the type of infrastructure, the need for
that infrastructure, and whether the government has determined that it should
establish through the NPS where that infrastructure should be located. Only
two NPSs will be location specific — Nuclear Energy and Airports — although
other NPSs may set out criteria to be applied in deciding whether a location is
suitable, or potentially suitable, for a specified type of development.

The aim of the new planning system is to produce a faster, fairer and more
efficient system for considering proposals for nationally significant
infrastructure projects. This will be achieved principally by eliminating the
often lengthy debate at public inquires on the ‘need’ for new significant
infrastructure projects such as a nuclear power station. The ‘need’ element
will be covered in the NPS which will show which forms of development are,
or are not, in line with government policy.

There will be 12 NPSs. The first 7 draft NPSs were published for public
consultation in November 2009 and consist of:

e Overarching National Policy Statement for Energy (EN-1)

e Fossil Fuel Electricity Generating Infrastructure (EN-2)
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2.6

2.7

2.8

2.9

2.10

3.1

e Renewable Energy Infrastructure — including wind farms, energy from
waste, biomass plants (EN-3)

e Gas Supply Infrastructure and Gas and Oil Pipelines (EN-4)
e Electricity Networks Infrastructure (EN-5)

e Nuclear Power Generation (EN-6)

e Ports

National Policy Statements EN-1 to EN-6 have been published by the
Department of Energy and Climate Change, and the Ports NPS by the
Department for Transport.

The following National Policy Statements will be published for consultation in
2010 (Spring to Summer):

e National networks (e.g. strategic roads and railways, strategic ralil
freight)

e Waste Water (e.g. sewage treatment infrastructure)
e Hazardous Waste (e.g. high temperature incineration)
e Water Supply (e.g. reservoirs)
The final NPS, which will be published in 2011, will deal with Airports.

Under the 2008 Planning Act the Secretary of State, in designating or
reviewing an NPS, must have regard to the objective of contributing to the
achievement of sustainable development, including mitigating and adapting to
climate change and achieving good design. To help achieve this all NPSs are
subject to an Appraisal of Sustainability (AoS) covering the economic,
environmental and social effects of the policies in the NPS. Where necessary
NPSs will also be subject to Strategic Environmental Assessment.

There is no set period for NPSs and they will remain in force until such time
as they are withdrawn or replaced. The 2008 Act requires the Secretary of
State to review each NPS whenever it is appropriate to do so. This could be
either a partial or full review of the NPS.

NATIONAL POLICY STATEMENTS, LOCAL ISSUES AND THE PLANNING
SYSTEM

Applicants will be required to consult local communities and local authorities
before submitting an application to the IPC. The IPC will give notice in writing
to the relevant local authority, inviting them to submit a local impact report by
a specified deadline. The Planning Act is not prescriptive about what should
or should not be included in a local impact report — it is for the local authority
to determine what they regard as relevant taking account of the likely impact
of the proposed infrastructure development on any part of the authority’s area.
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3.2

3.3

3.4

3.5

4.1

4.2

4.3

The IPC must have regard to the local impact report in coming to a decision
on the planning application.

The new system for nationally significant infrastructure projects will operate
alongside the current town and country planning process.

NPSs are not part of the statutory development plan (i.e. Regional Spatial
Strategy and Local Development Frameworks) but are statements of national
policy which regional planning bodies and local planning authorities must
have regard to when preparing plans and strategies.

NPSs should not unnecessarily delay the process of preparing development
plans, including regional strategies. Local planning authorities and regional
planning bodies should consider the extent to which emerging plans and
strategies can reasonably have regard to emerging NPSs, depending on the
stage the development plan has reached. If it is not possible to make
changes to emerging plans to take account of an NPS it will be necessary to
address any issues through an early plan review. In cases where
development plans have not been updated to take account of a particular
NPS, the NPS is likely to be a material consideration which the local planning
authority will have to take into account when determining planning
applications.

NPSs can also include policies that may need to be taken into account by
other decision makers as well as the IPC. For example the Ports NPS sets
out government policies for all types of port infrastructure — both above and
below the thresholds set out in the Planning Act. Local planning authorities
and others should therefore take account of such policies when considering
planning applications.

CURRENT NPS CONSULTATIONS

This section summarises each of the consultation NPSs and highlights some
of the potential implications for the Tees Valley. The Overarching Energy
Policy NPS (EN-1) should be read together with each technology specific
NPS (EN-2 to EN-6) as it sets out the key principles that the IPC will take into
account in determining energy infrastructure applications, as well as setting
out the national need for different types of energy.

Overarching National Policy Statement for Energy (EN-1)

The Overarching National Policy Statement establishes national policy for
major energy infrastructure provision. The objectives of government energy
and climate change policy for the power industry are to reduce emissions;
provide security of energy supply; expand grid capacity; keep costs down, and
contribute to sustainable development.

A large number of power stations are due to close over the next 10 to 15
years (oil, coal and nuclear) and significant new electricity generating capacity
is needed to meet future demand and ensure that peak demands and
unexpected events do not lead to interruptions in supply. The NPS sets out a
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4.4

4.5

4.6

diverse energy mix to deliver the new capacity requirements and makes clear
that the IPC does not need to consider the relative advantages of different
technologies. By 2020 around 30% of future electricity generation will be from
renewable sources. Nuclear power will potentially amount to 40% of new
capacity by 2025. New fossil fuel electricity generating stations with carbon
capture and storage are expected to be operational by 2020, and a ‘smarter’
electricity grid for distribution is required. Imported gas will become
increasingly important as production in the North Sea declines and will require
new infrastructure.

The NPS sets out five key principles which will guide the IPC when deciding
applications:

e If development contributes to meeting need and is in accordance with
the NPS, then consent should be given;

e Regard should be had to local impact reports and other matters
considered relevant and important;

e National, regional and local benefits (environmental, social and
economic) should be taken into account;

e Adverse impacts should be considered, including longer term and
cumulative impacts and proposed mitigation, and

e If the IPC considers that the adverse impacts (after mitigation)
outweigh the benefits, then consent should be refused.

In the event of a conflict with existing planning policy, the NPS will be
followed.

The NPS identifies a series of criteria and impacts applying to all energy
infrastructure projects which the IPC will take into account when reaching a
decision:

e Good design

e Air emissions — impact on the health of ecosystems and Air Quality
Management Plans

e Biodiversity — particular consideration of impacts of designated sites
and mitigation

e Aviation and defence interests

e Coastal Change - resilience to coastal change, taking account of
climate change, impacts on marine biodiversity

e Nuisance from noise, odour, dust, light, smoke etc

Page 6 of 18



Economic Strategy Board Agenda Item 5
Tuesday 19 January 2010

4.7

Flood risk — Flood Risk Assessment is required. Development in a
flood risk area must be designed to remain operational if floods occur

Historic Environment
Landscape and Visual Impacts

Land use — impacts on high quality agricultural land, coastal
recreation, open space, sports facilities

Social and Economic Impacts
Traffic and Transport — mitigation of impacts will be required

Waste Management — requires effective management of hazardous
and non-hazardous waste

Water Quality and Resources — regard to the Water Framework
Directive

Potential implications

A number of issues and concerns have been raised nationally by several key
stakeholders over the government’s approach to energy infrastructure in the
NPSs, including:

The lack of a locational strategy — the government is leaving it to the
market to decide where proposals for new electricity generating
infrastructure will come forward. There is no indication of priority
areas for new infrastructure provision and no attempt to steer
investment away from areas where such developments are not
desirable

Little on the relevance of the development plan (Regional Spatial
Strategy and Local Development Framework) to the infrastructure
decision making process. The NPS should give clear guidance on the
weight to be given to the development plan in considering proposals
and how they relate to other planned development. The ‘need’ for an
infrastructure development should be considered in relation to
development plan policies, local impact, environmental sustainability,
and other relevant programmes and strategies

Concern that the possible ‘fast-tracking’ of fossil fuel power stations
may deflect action and priorities away from climate change issues and
the move to a low carbon economy

The NPS should support regional and sub-regional economic needs
and development aspirations, and there should be a mechanism to
coordinate different generators, different technologies and different
supply and transportation of energy
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4.8

4.9

4.10

411

412

Fossil Fuel Electricity Generating Infrastructure (EN-2)

This NPS covers the provision of large coal, gas and oil fired generating
infrastructure over 50MW in capacity. Large power stations need large areas
of land, close to transport routes and a way of connecting to the electricity grid
network. Some power stations will have a high demand for water and need to
be located on the coast, alongside rivers or estuaries.

The government has concluded that new fossil fuel generating capacity with
carbon capture and storage will be needed to provide additional and flexible
supply. The government expect up to four coal power carbon capture and
storage demonstration projects to be operational by 2020. Incorporation of
combined heat and power should also be considered as an option.

Potential Implications

A major concern is that the NPS contains no guidance on preferred locations
for new power stations. The NPS should be more prescriptive about which
conditions would be favourable to help meet other spatial planning objectives,
such as:

e Use of previously developed land

e Proximity to compatible/incompatible uses, including protected wildlife
sites

e Proximity of carbon capture and storage facility
e Proximity to the demand for energy use

e The extent to which local communities and/or the perception of an area
might be disadvantaged, and

e The spatial framework for the area, including aspirations of landowners

The overarching NPS states that need is to be accepted for all types to
ensure a range of technologies are included in the energy mix to ensure
security of supply. However, there should be further information setting out
the level of provision for each technology. At the very least, there needs to be
a strong mechanism for monitoring applications to ensure a suitable mix is
coming forward and gaining permission. There is a danger that a specific
technology (i.e. the most economically viable) will dominate the market,
resulting in an inappropriate mix that may not meet the requirements.

There is a presumption that CCS will be commercially viable, although this
may still be open to debate. Although the NPS makes provision for this
scenario by stating that a regulatory approach to managing emissions may be
needed, this could result in the UK not being able to provide sufficient low
carbon energy at 2025 and beyond. It seems obtuse to on the one hand take
a proactive approach to planning for low carbon energy infrastructure, whilst
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4.13

4.14

4.15

on the other promote what could be significant fossil fuel generation capacity
without understanding whether this will actually be low carbon.

Power plant over 50MW is already determined by the Secretary of State,
rather than within local government, and on the face of it there seems little
change in this process. However, the current Section 36 procedures (of the
Electricity Act) provide for the Secretary of State to hold a public inquiry into
the development if the local planning authority object to a proposal (and this
cannot be resolved). This is absent from the proposed procedures and
represents a marked change in process. There is concern that local views
and technical expertise (as expressed by local planning authorities) will not be
given due weight within the new regime and within the NPS, Indeed, more
clarity of the process of affording weight to local planning authority concerns
should be provided. It is important that local/sub-regional views, evidence on
planning policies, and technical expertise are fully aired.

Currently local planning authorities get up to 4 months in which to formally
respond to government on major power generating development. It would
appear that this will be cut to 28 days within the new system (albeit with an
additional 28 day period at pre-application stage). Even with amended
procedures, there is concern that this would be far too short a period to allow
an adequate response be considered and agreed, especially if the local
authority planning committee is required to be involved.

Other issues of concern include;:

e The need to assess the impact of grid infrastructure at the same time
as power plant applications

e The importance of monitoring conditions and planning obligations

e The need to consider the implications of Hazardous Substance
Consents, the COMAH regulations, and the potential impact of HSE
constraining future developments around major infrastructure
development

e Landscape and visual impact needs to be given significant weight — the
emphasis on high quality design should not be limited to simply
minimising adverse impacts

e The implications of plant decommissioning must be built into the
process, particularly impact on local communities

e The combined effects of carbon capture storage infrastructure should
be fully considered in tandem with wider power projects
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4.16

4.17

4.18

4.19

4.20

421

4.22

Renewable Energy Infrastructure (EN-3)

This NPS relates to large energy generation developments from on shore
wind, biomass and waste plants (over 50MW generating capacity) and off
shore wind (over 100MW generating capacity). With the national need for
different types of energy infrastructure required over the next 10-15 years set
out in the Overarching Policy Statement for Energy (EN-1), the government
estimates that by 2020 about 30% of electricity generation will be from
renewable sources — primarily wind generation with smaller amounts of
‘bioenergy’, with more of the latter becoming desirable and possible.

Biomass and Waste Combustion — biomass and waste which would otherwise
go to landfill can be used to generate energy through combustion. Transport
movements will be high and good connections required. Applications
involving waste should be in conformity with the waste hierarchy and should
not prejudice the achievement of waste management targets.

Onshore wind — turbines usually generate between 2-3.5MW and have a
limited lifespan. The NPS advises the IPC to limit consent to 25 years and
require removal afterwards. Key considerations include proximity of housing
(visual amenity and noise), connection to the electricity network, access and
impacts on national designations.

Offshore wind — many offshore windfarms require significant onshore
infrastructure to bring in electricity, including very large sub-stations and
possibly overhead lines. These should form part of the application to the IPC.

Potential Implications

The thresholds set by the NPS as nationally significant for wind farms and
combustion plants have not been reached by any applications to date in the
Tees Valley, although a number of biomass plants have been just below the
threshold and the cumulative impacts could be significant.

With regard to biomass and waste combustion proposals, concerns include:

e The need for a detailed assessment of transport options in terms of
economics and sustainability with applicants justifying the options
chosen to allow the IPC to address all impacts and benefits of the
proposal

e The NPS should reflect priority to brownfield locations as many
developments can have some flexibility in their location requirements

e While the NPS gives support to proposals that will recover residue
materials, where such recovery forms part of a proposal there should
be sufficient evidence provided to allow an informed decision to be
made.

Regarding onshore wind the balance between the potential impacts of a site
and its efficiency should be a consideration of the IPC. The installation of test
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4.23

4.24

4.25

4.26

4.27

4.28

masts prior to application submission could be a useful way of assessing
economic viability and maximising potential energy capture from a limited
resource — the capacity of a landscape to accommodate turbines.

Bird collision is an issue with windfarms, and the NPS should require an
assessment to take account of the importance of bird populations against the
benefits of the proposed scheme.

Gas Supply Infrastructure and Gas and Oil Pipelines (EN-4)

This NPS covers large underground gas storage and liquid natural gas
facilities; large gas reception facilities; gas transporter pipelines conveying
gas to at least 50,000 potential customers; and oil and gas cross country
pipelines over 10 miles in length. In England the IPC will decide all relevant
applications. Offshore gas storage, infrastructure and pipelines, will be
determined by the Secretary of State for Energy and Climate Change.

Underground Natural Gas Storage — nationally significant underground natural
gas storage facilities will hold 43 million standard cubic metres of gas or
higher; or will have a projected delivery flow rate capacity equivalent to 4.5
million standard cubic metres of gas per day or higher. Gas needs to be
stored where it can enter the transmission system quickly at times of high
demand, and where longer term storage can take place. Porous rocks in a
depleted or partially depleted oil or gas field, salt caverns, and aquifers offer
suitable locations. The main areas where thick natural layers of salt are found
are in northern England. Specific criteria relate to water quality and resources
—in a salt cavern water abstraction and disposal of brine will need to be
addressed.

Liguid Natural Gas Import Facilities — these are major installations, which
need to be located on the coast away from areas of population, where tanker
unloading facilities including a deepwater jetty, large storage tanks and re-
gasification plant can be accommodated. Specific criteria include the impact
of dredging on designated marine and coastal habitats, protected species, the
water environment, coastal processes and geomorphology which will need to
be considered, together with the need to mitigate visual impacts.

Gas Reception Facilities — these receive and process gas to a form in which it
can be used in domestic appliances. They need to be linked to the on shore
and off shore gas supply infrastructure. Nationally significant gas reception
facilities will have a projected maximum flow rate of at least 4.5 million
standard cubic metres of gas per day.

Gas and QOil Pipelines — these networks link import facilities, refineries,
storage and distribution facilities. Where possible the proposed route should
avoid impacts on National Parks or Areas of Outstanding Natural Beauty.
Elsewhere the character of the landscape should be taken into account and
mitigation provided. Impacts on groundwater will need to be assessed and
mitigated, and the suitability of the geology for gas storage considered.
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Potential Implications

The North and South Tees Industrial Development Framework summarises
current gas supply infrastructure in the industrial area around the Tees
Estuary, and identifies a number of issues/opportunities:

e There is excess capacity of gas in the North/South Tees study area
caused by a drop in consumption as some industrial users have closed
or contracted (although a recent new customer may take up much of
this spare capacity and this may have an impact on further
developments in the area)

e There is significant potential for liquid/gas storage, particularly in the
brine cavities in the N Tees area; there is however a significant cost
associated with testing and proving a redundant cavity is suitable for
re-use as a storage cavity

e Land ownership is a significant constraint to the development of new,
and the use of existing, pipelines; particular issues include potential
ransom demands, costs of using/leasing existing pipelines, and lengthy
legal processes to obtain wayleaves

The NPS sets out clearly the issues that will need to considered by an
applicant for underground natural gas storage, LNG import facilities, gas
reception facilities, and gas and oil pipelines. The IPC will need to be assured
that all relevant safety, environmental, and locational considerations have
been met.

The NPS highlights the potential increased demand for gas storage facilities
as offshore gas production declines, particularly for a mix of short range and
medium range storage. The brine cavities in the North Tees area could be
well placed to meet this potential need.

Electricity Networks Infrastructure (EN-5)

This NPS covers above ground electricity power lines for long distance
transfer of electricity (275kV and 400kV) and distribution systems (lower
voltage power lines 132kV and above) and associated infrastructure e.g. sub
stations. Lines below 132kV are only included if they are associated with a
nationally significant infrastructure project which will be determined by the IPC
and is applied for at the same time.

A ‘smarter’ electricity grid will be needed to support a more complex system of
electricity supply and demand, where generation takes place in a wide range
of locations across the country. The NPS recognises that whilst desirable, it
is not always possible for applications for electricity networks to be submitted
at the same time as the related generating plant.

Specific criteria for considering electricity network applications include:
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e Landscape and visual impacts — routes should avoid areas of high
amenity or scientific interest. Otherwise the most direct route should
be followed, avoiding skylines and ridges, maximising tree screening,
avoiding concentrations of lines, and in urban areas approaching
through industrial zones and considering running routes underground
in residential and recreational areas

¢ Noise — depending on weather conditions, transmission lines emit an
audible ‘hum’ or ‘crackle’ which should be minimised, although this is
unlikely to lead to a refusal by the IPC. Sub-station noise should be
mitigated

e Electric and magnetic fields — these occur around power lines, electric
cables and equipment. Applications for 275kV — 400kV overhead lines
will have to satisfy the IPC that international safety standards are not
exceeded for residential accommodation along the route.

Potential Implications

The NPS appears to be acceptable in terms of considering the impacts and
effects of electricity networks in terms of landscape, visual and amenity
impacts. The main concern is that there are no considerations regarding how
future electricity network infrastructure will impact on potential development
opportunities. It is a key concern that future infrastructure does not inhibit the
development and regeneration aspirations of the Tees Valley local authorities.
It is necessary to ensure that electricity infrastructure has sufficient capacity to
deliver the future needs of development and regeneration proposals. There is
also no mention of how old infrastructure will be removed and dealt with once
new electricity networks have been installed. This should be considered
further.

The Tees Valley aims to support improvements in the electricity network
which will contribute to the prosperity of the sub-region. It is important that the
energy network provides certainty of energy supply and uses excess heat and
steam for industrial use to help resist global fluctuations in energy prices. The
overall strategic aim is to develop a low carbon infrastructure that is fully
integrated with local industries and technologies. The North and South Tees
Industrial Development Framework has noted that grid access should not be
viewed as an immediate restriction to the development of new projects in the
study area but a rigorous process is needed to investigate potential
connections to the National Grid Company and/or the Distribution Network
Operator.

It is essential that the provision of electricity networks infrastructure is
coordinated with the provision of electricity generating facilities. This will
ensure not only that the necessary infrastructure is in place to serve such
facilities but also to minimise the amount of infrastructure required and ensure
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4.40
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4.42

4.43

the use of that provided can be maximised. Given the potential for the
provision of energy generating facilities in Tees Valley as part of a low carbon
economy it is important that the electricity networks infrastructure does not
result in an uncoordinated mesh of power lines crossing the area. It is equally
important that this infrastructure when provided has enough capacity to be
able to accommodate the electricity generated from facilities provided in the
future.

Nuclear Power Generation (EN-6)

The NPS for Nuclear Power Generation establishes the need for nuclear
power stations, the locations considered to be potentially suitable, likely
impacts which could result and measures which a developer will be expected
to take into account to reduce adverse impacts.

In 2008, the government decided that nuclear power stations should have a
role to play in the future energy mix. Currently there are 10 nuclear power
stations in the UK, providing around 13% of the electricity supply and all but
one of these will close by 2023 on current schedules. The Government
expects the first new nuclear power station(s) to be operational from around
2018, and that by 2025 nuclear power generation could potentially amount to
around 40 % of the new energy provision.

During 2009 eleven sites were put forward by energy companies as locations
for new nuclear power stations. In preparing the draft NPS for Nuclear Power
Generation the Government undertook a Strategic Siting Assessment,
assessing sites against a range of criteria, and now considers ten of these to
be potentially suitable. The NPS consultation is seeking views on all of these
sites and there is no hierarchy in terms of potential locations. One of the
identified potential locations is Hartlepool.

The NPS sets out the Government’s view on the management and disposal of
radioactive waste and considers that effective arrangements will exist to
manage and dispose of waste, and is satisfied that spent fuel and high
radioactive waste from new build is expected to be disposable.
Decommissioning can take 30 years and the IPC will need to be satisfied that
funding is in place to cover the full costs of this and any share of waste
management and disposal costs.

Operators will be required to obtain authorisation from, and comply with
conditions set by, the regulators to ensure safety and protection. In addition
security measures will need to be included in any plans. The Health & Safety
Executive and Environment Agency are currently assessing the suitability of
two different reactor designs for use in the UK.

Potential Implications

During an earlier consultation carried out in April/May 2009 on the Strategic
Site Assessment for potential nuclear energy locations, Hartlepool Borough
Council agreed that the nomination of a site for a new nuclear power station at
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Hartlepool did merit further investigation by the government in its preparation
of the draft NPS. The Council’s decision took account of local studies to
assess the economic and environmental impacts of a new station at
Hartlepool. An inter-departmental officer group within the Council has been
established to help manage the process, and the Mayor in particular has
expressed his intention to encourage a full and open debate on the subject
that could help inform the Council’s position on the nuclear power proposals
within Hartlepool.

To help inform public debate Hartlepool Borough Council has liaised with
partners within the Economic Forum and the Environment Partnership to
produce an economic impact study and a high level assessment of the
environmental implications of a new nuclear power station. The Borough
Council is now progressing arrangements for consultation of the NPS and
these include:

e A*“Question Time” session on 26" January — a panel representing a
variety of interest groups/organisations will be gathered and it is
intended that EDF Energy and the Department of Energy and Climate
Change will be invited

e A dedicated website for comments — this will be open until 1% February
and can be accessed through the Council’'s homepage
www.hartlepool.gov.uk

e A survey using the Council’s Viewpoint 1000 group

e An additional Cabinet meeting to discuss the issue and agree a
response to the NPS consultation

The nuclear debate, and whether or not planning permission is ultimately
granted by the IPC for a new power station in Hartlepool, is a good example
of why it is important for the Tees Valley to lobby from an economic
development perspective for the provision of the necessary electricity
infrastructure to distribute effectively the electricity generated from new
energy developments.

Ports

The NPS notes that national forecasts suggest that expansion of port capacity
will resume after the recession, and that this is most likely to occur in the
container and ‘roll-on roll-off’ sectors. The NPS shows why it is in the national
interest for ports not only to meet the total estimated need for new capacity,
but also to adapt to changing patterns of demand, encourage competition and
build national resilience.

The NPS aims to:

e Encourage sustainable port development to cater for long-term forecast
growth in imports and exports

e Allow the ports industry to make informed judgements about when and
where new development might take place
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e Ensure all proposed developments satisfy the relevant legal,
environmental and social constraints and objectives

e Encourage port operators to develop master plans as the basis for
engaging with their neighbours, users and other stakeholders from the
earliest stage of project formulation

The NPS applies to major developments, at either an existing, or new port,
and each adding at least:

e 500,000 teu of containers (a teu is a twenty foot equivalent unit: most
containers are 40ft long so these count as 2 teu each);

e 250,000 roll-on roll-off units, mainly lorries, unaccompanied trailers or
trade vehicles, or

¢ 5 million tonnes of other types of cargo

Potential Implications

A principal concern is that the NPS seems to act as a replacement to national,
regional and local policies. Whilst it is recognised that there are benefits of
streamlining the decision-making process, this should be done within the spirit
of the wider spatial planning system. The NPS should complement the
existing policy framework rather than overriding it. There are elements of the
NPS which are directly at odds with existing planning policies at all levels.
The NPS is focused purely on delivering the economic benefits associated
with large infrastructure developments, rather than taking a balanced view to
consider the wider economic, social and environmental implications of the
development.

The spatial planning framework in the statutory development plan is based
upon having a clear and robust strategy that is to be delivered, taking into
account the full range of benefits and impacts. This NPS is a departure from
this ethos as there is a complete absence of strategy. It is more a list of
factors that the IPC will have to look at when dealing with applications.

The NPS makes little reference to how national Planning Policy Statements
(PPSs) will be considered. The NPS aims to incorporate all considerations,
but does not make clear if these are instead of PPS or as a supplement to
them.

Although the NPS contains demand forecasts, it does not specifically detail
where and how such demand should be distributed amongst the regions. The
NPS should be clear about the level of need for future capacity and it would
be preferable if there was some strategic thinking to lead the NPS, so that
port development can deliver specific aims and objectives. For example,
economic growth and job creation could be targeted throughout the country.

If the NPS set out where the increase in ports capacity (in quantitative and
gualitative terms) should be located, then full consideration could be given to

Page 16 of 18



Economic Strategy Board Agenda Item 5
Tuesday 19 January 2010

4.53

4.54

4.55

4.56

improving infrastructure networks and housing delivery to support this. This
approach could also result in shorter road haulage miles and reduced CO,
emissions. Clearly transport infrastructure will need to be part of the IPCs
consideration of major port development.

There is no guidance on the preferred approach to selecting suitable sites.
For example, whether preference should be given to expansion of existing
facilities over creating new ones or preferring the use of brownfield over
greenfield sites.

There is little reference to the role of RSS/LDF in the decision making process
for the IPC. As spatial plans, and statutory development plans for the area,
proposals for major ports are likely to have been considered in the preparation
of the documents, which have been subiject to full public consultation and
examination in public.

There is no reference to how the aspirations of adjacent landowners will be
taken into account. There should be no presumption that port development
will be the most economically advantageous (and therefore most appropriate)
use of a particular piece of land, especially if there is an agreed strategic
framework for the area.

The NPS reflects the importance of protecting national and European wildlife
sites, but does not state whether compensation/mitigation will be required for
impacts on local sites.

5. RECOMMENDATION

5.1 Itis recommended that the Planning and Economic Strategy Board endorse
the comments on the National Policy Statements and agree to them forming
the basis of a formal response to the relevant Government department.

Originator: Malcolm Steele

Contact Tel: 01642 264832

E-mail: malcolm.steele@teesvalley-jsu.gov.uk
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Report of: Senior Assistant Director, Tees Valley Joint Strategy Unit
Report to: Economic Strategy Board
Date: Tuesday 19 January 2010
Subject: Taking Forward the Industrial Investment Programme
Item for: Discussion
SUMMARY
1. Over the last three months of 2009, the Joint Strategy Unit prepared The Low

Carbon Economic Transition Plan showing how the City Region could benefit
from the potential growth in low carbon industry, building upon our existing
strengths. The Plan concluded with a series of eight key actions to maximise
these opportunities.

These specific actions have now been superseded by the need to take
forward priorities within the Government’s £60 million support package in the
wake of the news about the mothballing of Corus’ operations at Redcar —
called the Tees Valley Industrial Investment Programme.

It has been made clear by Government that ONE and BIS jointly held
responsibility for the expenditure of the £60 million investment programme, as
they are putting £30 million each towards the programme. ONE has also
decided to set up a task group to implement the programme.

It is essential that the Industrial Investment Programme has the full
involvement of TVU, and so this paper has been prepared to outline the
emerging governance structure for the programme and the links with TVU.

Board Members’ views on the paper would be welcomed.
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1.2

1.3

1.4

2.1

2.2

INTRODUCTION

Over the last three months of 2009, the Joint Strategy Unit prepared The Low
Carbon Economic Transition Plan showing how the City Region could benefit
from the potential growth in low carbon industry, building upon our existing
strengths. The Plan concluded with a series of eight key actions to maximise
these opportunities.

One of these actions was the development of a strong governance structure
to make the Plan a reality. The need for an accountable governance structure
was intensified with the Government announcement of a £60 million support
package in the wake of the news about the mothballing of Corus’ operations
at Redcar — called the Tees Valley Industrial Investment Programme. Half of
this package was specifically identified for the types of activity set out in the
Plan, to help the Tees Valley to make the most of the opportunities in the
developing low carbon economy.

At a meeting with ONE on 18 December 2009, it was explained that BIS had
made it very clear that Alan Clarke and Phillipa Lloyd (BIS) jointly held
responsibility for the expenditure of the £60 million investment programme. It
was also stated that ONE has decided to set up a task group to implement the
programme.

It is essential that the Industrial Investment Programme has the full
involvement of TVU, and so this paper has been prepared to outline the
emerging governance structure for the programme and the links with TVU.

INDUSTRIAL INVESTMENT PACKAGE

ONE has confirmed that the package consists of two elements — £30million of
new money from the Strategic Innovation Fund of BIS, and £30 million from
ONE. The resource has to be spent by the end of March 2011. It is expected
that the £60 million be additional to mainstream programmes and where
possible should be matched by ERDF and other mainstream resources.

The Industrial Investment Package contains the following elements:

a). Apprenticeships —to continue and expand employment related
training in the Tees Valley through training 150 engineering
apprentices, including high level and graduate apprenticeships. It
includes current and recently qualified apprentices facing redundancy
(or having been made redundant) and the transition of apprentices
undertaking programme led apprenticeships into employed status.

b). Enterprise and Business Support — to support additional activity
focusing on the establishment of new enterprises including those
developed by redundant workers. The specific activities supported will
also include investment in incubation premises and links to business
advice including access to finance.
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f).

9)-

h).

Engineering Diversification — to enable the engineering design
industry to diversify its new activities through technology transfer,
training and new business practices. It will look at the potential for new
growth markets, particularly offshore wind, CCS infrastructure, nuclear
and new energy networks.

Innovation — to take forward the development of 5 applied R&P
projects on biomaterials, and looking at CCS through algae

activity. The programme will look at new projects e.g. Ensus, Ineos Bio,
Pyreco and Impetus and existing capacity at Wilton Centre and the
Corus Teesside Technology Centre.

Energy — to enable industry to implement technology and energy
management solutions and provide real demand reduction and reduce
carbon intensity before the EU Carbon Emissions Trading

Scheme. The programme will utilise the research of CPI and the
Teesside University National Industry Symbiosis Programme, focusing
on making use of energy such as heat and steam that is currently being
wasted. Primary activity will be to develop a detailed business case for
funding from private and existing public sector resources such as the
Carbon Trust Loan Scheme.

Carbon Capture and Storage — to carry out detailed engineering study
and preparation of full business case to provide a carbon capture
storage facility for industrial emitters. Such a facility would complement
existing plans for CCS linked to power generation from clean coal. The
work must be completed by September 2010 in time for a decision by
DECC that the Tees Valley is one of four pilot CCS proposals part
funded by Government.

Investment Support — to provide extra support for companies to
develop their proposals in the £8 billion pipeline of development.

Infrastructure — to enable vital site preparation to take place to attract
specific investments. The work will comprise:

o Investment required to secure the future use of Corus land for
alternative industries;

o Gauge enhancement of Teesport - Darlington section of the rail
network;
o Feasibility work on developing a public/private sector partnership

to take over the management and operation of pipelines;

o The development of a strategic plan to deal with connections to
the national grid and local electricity network;

o Identification of a technical panel of regulatory agencies to
speed up development; and,
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o Any land remediation works required to enable development to
go ahead.

These eight elements include all of the main requests of Government included
within the Low Carbon Transition Plan (and the majority of these are
contained within the ‘Infrastructure’ package, which has since been combined
with the Investment Support package).

There is therefore a great opportunity to take forward the Low Carbon
Economic Transition Plan within the Industrial Investment Programme, but is
essential that TVU plays a full and active part to ensure that the Transition
Plan becomes a reality and the opportunities for the Tees Valley are
maximised.

GOVERNANCE OF THE PROGRAMME AND TRANSITION PLAN

During the development of the Transition Plan, an emerging thought was that
it be taken forward by a governance structure being made up of:

o A high level Project Board, meeting monthly in the first instance;

o A number of sub-groups, each tasked with taking forward one each of
the main actions at the end of the Plan, or main elements which the
support package will fund; and

o A Wider Reference Group, to which progress will be reported and views
sought, building on the success of the private sector engagement
events held as part of the North and South Tees IDF work.

However, as noted in paragraph 1.3, ONE has decided to set up a task group

to implement the programme. This task group comprises the organisations

invited to the meeting in December 2009, namely:

° ONE - lan Williams;

o Joint Strategy Unit — John Lowther;

o Tees Valley Regeneration — Neil Kenley;

o Middlesbrough Council — Sandra Cartlidge;

o Redcar & Cleveland Borough Council — lan Wardle;

o NEPIC — Stan Higgins;

o CPI — Nigel Perry;

o SABIC — Paul Booth; and

o Huntsman — John Shipman.
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3.9

3.10

3.11

Given that most of these people were suggested members of the high level
Project Board outlined in paragraph 3.1, it would seem that to set up such a
Project Board would involve significant duplication. Hence, it is now
suggested that the ONE Task Group replace the proposed Project Board.

There is still a clear and agreed need to have a series of sub-groups taking
forward each of the individual elements of the programme. At the December
2009 meeting, ONE proposed that for each of the workstreams there will be a
ONE lead and a local partner lead. Given the insistence from BIS on retaining
an element of responsibility, this would seem the most appropriate course of
action.

However, it was agreed that TVU would provide the lead on the Enterprise
and Business Support and Infrastructure workstreams, with involvement in all
of the others. ONE is preparing a schedule of proposed membership for each
of the sub-groups.

Again, this seems a sensible approach, and a scoping meeting for the
Enterprise and Business Support workstream, involving all five Boroughs (as
the funding can be used across the Tees Valley) was held on 7 January.

The JSU and ONE met with Northern Way representatives on 17 December
to start the next stage of design work for the gauge enhancements, and
outline briefs are being prepared for the work on pipelines and grid
connections. The JSU has asked that Redcar and Cleveland Borough Council
be asked to take responsibility for leading on any issues related to the use of
the Corus land.

The JSU has also asked that there be TVU representation on each of the
other workstream sub-groups to ensure that TVU is fully involved as work is
scoped out under each one. There may also be individual Borough
representation where applicable, such as Redcar and Cleveland’s
involvement with the CCS workstream developing the Progressive Energy
proposal.

To ensure that these efforts are co-ordinated, the JSU will convene fortnightly
(at least initially) meetings of the TVU Lead Officers of all of the sub-groups.
These meetings will then produce reports for the on progress would go to the
Directors of Regeneration, Directors of Environment and Chief Executives’
meetings.

For the Investment Programme itself, this just leaves the matter of TVU Board
involvement. To avoid duplication, it is proposed to use the Planning and
Economy Board and the Leadership Board as the main means of
communicating with the broader Tees Valley interests. As representatives on
the high level Task Group, Stan Higgins could be asked to report to the
former, and Paul Booth the latter.

These proposed arrangements are illustrated in the diagram at the end of this
paper, with the red boxes illustrating where TVU is leading elements.
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3.14

However, the JSU feel that there will need to be reference to a wider group of
stakeholders as the Transition Plan is developed further, both at a local level,
and also nationally, and the Investment Programme takes shape.

It is therefore proposed to set up a Wider Reference Group to whom key
stages will be presented and soundings taken, as for the North and South
Tees IDF work. Suggested membership includes:

o Other industry partners;

o Other Government Departments (DECC, CLG, DfT, DEFRA);

. Environment Agency;
o Health and Safety Executive;
o Natural England.

This group will meet on an ad hoc basis to consider significant outputs, and it
is intended that this group will also start the scoping of the Expert Technical
Panel suggested under the Infrastructure workstream.

4. RECOMMENDATIONS

4.1 Board Members are asked to provide comments on the suggested
governance structure outline within this paper.

Originator: Jonathan Spruce

Contact Tel: 01642 264840

E-mail: jonathan.spruce@teesvalley-jsu.gov.uk
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Report of: Director of Tees Valley Joint Strategy Unit
Report to: Economic Strategy Board
Date: 19 January 2010
Subject: Issues arising from the Business Case Workshops
Item for: Discussion
SUMMARY

The Business Case workshops were extremely well attended and raised
some critical issues which need to be resolved in developing the business
case. They are:

a) The format and purpose of the strategy;

b) The balance of the strategy between improving economic performance
and tackling deprivation;

C) The balance between the low carbon economy and other key sectors;

d) The need for an enhanced comprehensive start up/business
development/incubation programme;

e) Is there a need for a new approach to regeneration in the light of the
credit crunch?

f) How do we resource housing and regeneration development in the
future?

0) Changing the attitudes of the Tees Valley public towards public
transport;

h) How do we brand the Tees Valley?

i) How do we better integrate arts/culture/tourism projects into
regeneration?

)] How do we best influence national agencies in the provision of skills

needs and demands in the Tees Valley?

The Board is asked for views on these issues.

Originator: John Lowther
Contact Tel: 01642 264801

E-mail: john.lowther@teesvalley-jsu.gov.uk
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b)

3.3

INTRODUCTION
The purpose of the report is:

a) Arising from the workshops already held set out the key issues
which need to be considered in developing the business case;
and

b) To identify any further work we need to carry out taking forward
the business case.

WORKSHOPS

We have to date held five workshops on the economy, transport,
housing and regeneration, tourism/culture and the arts, and
employability and skills. The workshops have been well-attended and
the response from the participants has been overwhelmingly positive.
The final workshop business investment has had to be postponed
twice, once because of the Corus announcement and a special Corus
Task Force meeting and the second because of the weather. This
workshop will be rearranged.

The full minutes of the workshops are attached. This report sets out
the issues we need to address.

ISSUES ARISING FROM THE WORKSHOPS

What does the strateqy look like?

There is a need to consider the format of the strategy. We still have a
number of sub regional strategy documents being produced such as
the sub regional housing strategy. Many of these documents are more
assessment than strategy. We therefore propose that we have one
strategy document for which we need to give a name supplemented by
a set of delivery plans which could be sub regional topic based such as
transport or local connectivity or a major regeneration project such as
Middlehaven.

A paper proposing the format of the strategy is included on the agenda
of this meeting.

The balance of the strategy between improving economic performance
and tackling deprivation.

One of the critical questions that is arising from the economy and
regeneration sessions is the question of balance between improving
economic performance and tackling deprivation.  The work we have
been carrying out on the low carbon economy is about improving
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3.5

3.6

3.7

economic performance and creating GVA which is entirely sensible.
The large scale regeneration projects are also about improving
economic performance. The critical policy challenge that we need to
tackle is to identify how we ensure people from deprived communities
can gain access to jobs in these economic growth areas.

The balance between the low carbon economy and other key sectors

Whilst it is accepted that the development of the low carbon economy
is a key element in the future development of the Tees Valley
economy, it is important that other sectors are not forgotten.  There is
a concern that at a time of delivering public sector resources, regional
agencies and Government will concentrate on the low carbon
economy. Key issues such as the development of the advanced
engineering sector, the continued development of digital city and
innovation connectors in each Borough, the development of logistics,
the development of the service sector, small business development
and the development of the Northern Gateway Container Terminal and
the Darlington Gateway proposals are also important.

The need for an enhanced comprehensive start up/business
development/incubation programme

The economic assessment shows that the performance and creation of
small firms is improving. There is still much to be done. There is a
need to build on the existing programme of business development to
identify gaps, develop a proactive approach and speed up progress.
The recent consultancy work by GVA Grimley should enable us to
develop a clear strategy.

Is there a need for a new approach to regeneration in the light of the
credit crunch?

As a result of the credit crunch, questions are being asked as to
whether the traditional model for the regeneration of major sites i.e.
masterplan, procure and developer and then implement needs to
become more flexible. It is noticeable that in the larger sites we have
effectively moved away from the one developer approach. The
current financial climate therefore means that we need to understand
better what the market will provide, divide our larger sites into more
manageable parcels, plan sites better with uses that relate to
neighbourhood communities and take advantage of opportunities that
take place which will benefit a town by transferring resources. A good
example is the realisation in Middlesbrough that the area by the Boho
has more interest from developers than other areas in Middlehaven.

A critical issue is to ensure that if we improve economic performance
we also improve the quality of life in the Tees Valley by improving the
housing, retail and cultural offer which enables us to reduce leakage of
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9)
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spend out of the Tees Valley. By ensuring that we retain more
residents and expenditure in the Tees Valley, we can ensure more
retail and service jobs are created for those with lower levels of skills.

How do we resource housing and regeneration in the future?

There has been in the last two years a 50% reduction in ONE Single
Programme capital resources and a likely cut in HCA resources of
probably 30%. A critical issue for us is how to resource housing and
regeneration programmes. As a strategy document we need to
include our aspirations but recognise that our delivery period may well
be more long term.

It is clear from discussions with the HCA that local authorities will be
expected to contribute more resources to regeneration projects. Most
of the Tees Valley authorities have been looking at the potential for
prudential borrowing, asset backed vehicles and other initiatives such
as Accelerated Development Zones. ONE has also been exploring
the use of European funding mechanisms such as Jessica or the
European Investment Bank. Two issues arise:

a) Can we fund our regeneration aspirations and if not how do we
prioritise?
b) Do we need to develop new funding models for regeneration?

Changing the attitudes of the Tees Valley Public towards public
transport

One of the issues we face is persuading the Tees Valley public

that public transport is reliable, and that this and non-motorised modes
are both a viable alternative to the private car as well as having
environmental and health benefits. Road congestion is low compared
to other parts of the country and the £100 million investment in the
transport system already agreed is going to make a major improvement
in terms of reliability and quality. Learning from the experience of the
Darlington Local Motion project, we will need to use the transport
network more effectively and actively promote its benefits.  The use
of modern technology such as being able to obtain up to date transport
information on your mobile phone, the development of the Connect
Tees Valley web site and the development of smart ticketing will all
help demonstrate a more integrated network that works for everyone in
the Tees Valley.



Economic Strategy Board Agenda Item 7
Tuesday 19 January 2010

h)

3.11

3.12

)
3.13

4.0

4.1

Branding in the Tees Valley

The main issues arising from the Tourism/Culture Arts discussion was
the development of a strategy based on a low cost approach to
developing over time the Tees Valley brand.

Better integration of Tourism, Arts and Culture projects into
Regeneration

We need to be more innovative in making the case for tourism, arts
and culture projects as part of the economic development/regeneration
agenda.

Employability and Skills

The main conclusions of the workshop were:

a) The new agency framework for skills and employability is
becoming far more centralised on a national basis. Unless we
have a clear strategy and an evidence base to clearly set out the
Tees Valley needs, we will have training programmes that do
not meet our needs.

b) We need to go down the route of obtaining section 4 powers to
influence commissioning of training.

C) We need to develop the capacity to provide up to date
intelligence on skills needs and demands — any restructuring of
the JSU needs to create this capacity.

A report on the agenda identifies how this can be done.

CONCLUSIONS

The Board is invited to comment on the issues raised in this report.






Business Case Development Event
The Tees Valley Economy
Friday 9 October 2009

Presentation on Globalisation and the impacts on the Tees Valley (Paul
Mooney, ONE)

The following points were raised in a discussion following the presentation:

In relation to climate change concerns were raised as to how seriously
some countries were about reducing Co2 emissions. It was noted that
there was recognition that there was a wider price to pay for all.

It was important to recognise the obligation the region has to Tesco
and Asda as major employers and also importers. The infrastructure for
them to expand needed to be considered.

Taxation and environmental issues were discussed in the context of
globalisation. It was noted that how far we need to adjust our behaviour
was the question. There were also the implications of cutting co2
emissions to consider.

Emissions trading was discussed. It was possible that some
competitive advantage could be lost therefore coordination was
important.

It was expected that technological change would have an adverse
affect on employment.

Key points (Lee Shostak)

If there is to be a real focus on how the Tees Valley will earn a living in
the future then need an answer the question ‘what investment does the
public sector need to make to strengthen the Tees Valleys capacity to
import and export?’.

In light of the deprivation legacy, what kind of investment do we need
to be making to the third sector and the skills of those people so that
they are better able to contribute to the economy?

Presentation on The Tees Valley Economy (John Lowther, TVJSU)

The following points were raised in a discussion following the presentation:

The TV has low levels of people at skill level 4.

Better links with the trade unions were needed.

There was a need to improve the intelligence to understand what was
happening globally and how this affected the TV. Better links with
companies needed to be made in order that issues could be flagged up
early. Local managements at chemical companies could also play a
part.

It was noted that the impacts of the changes in working practices as a
result of the recession and the ways in which employers and trade
unions had been reacting to retain jobs could mean that some changes
could become more permanent.

Key points (Lee Shostak)



e The future of the economic strategy must highlight what else we need
to do in relation to education, learning and skills.

e There has been a lot of good news in the press, particularly changes in
the TV vs changes nationally. The TV has gotten its fair share of
economic growth which is most likely a mixture of luck, location and the
efforts of TV partners.

e The kinds of decisions made in the economic strategy and business
case in terms of what we are going to do and what help we need are
critical to maintain momentum and address the recession.

Group discussions took place to consider the following questions:
1. Does the material that has been presented feel right — is it the
Tees Valley you recognise?
2. Are there any other key issues that are missing and need to be
considered?
3. What are the three key challenges for Tees Valley moving
forwards?

The following feedback was presented:

Table 1
Q1. Yes but:
e Flagged up the issue of the age profile and qualifications of those in the
key industries.
e Considered that there were gaps in the information on the service
sector and that a better understanding of this was needed.
Q2. It was considered that:
e More detail and information is needed on external companies
regionally and internationally.
e A concern was raised over the third sector not being involved in the
event as it was considered they had a key role to play.
Q3. Challenges:
e Generating aspirations in the community.
¢ Managing the balance between the short, medium and longer term.
e Getting the balance right between the public and private sector in the
economy.

Table2
Q1. Yes but highlighted the need for key strategic choices.
Q2.

e Highlighted the need for updated data.

e Considered that branding for the Tees Valley was missing and that in
order to create confidence we need to create the right business
conditions.

e There is a need for Leadership in the Tees Valley.

Q3. Challenges:
e Being joined up — having the confidence to ensure inward investment.
e Being focussed on a diverse range of businesses.



e Continuing the history of responsible investment in the area whilst
recognising that industry and employment are going through transition.

Table 3
Q1. Yes but some surprises:

e Unemployment rises in Stockton and Darlington

e Extent of growth in the service industry a concern

e Noted that the downturn was slower to hit the Tees Valley so slower to
recover

e The quality of employment being created e.g. contact centres

Q2.

e Wealth generation/rela