ooy Valley Meeting Papers

unlimited

EXECUTIVE BOARD

Meeting to be held in Committee Room 3, Darlington Town Hall
at 3.00pm on Wednesday 28" November 2007

INVITEES

George Garlick
Ada Burns

Paul Walker

Jan Richmond
Ray Richardson
Jonathan Blackie
Pat Ritchie
Steve Davidson
Chris Roberts
Liz Smith

James Ramsbotham

John Lowther

Stockton on Tees Borough Council Chair
Darlington Borough Council Vice Chair
Hartlepool Borough Council

Middlesbrough Borough Council

Redcar and Cleveland Borough Council
Government Office North East

One NorthEast

Jobcentre Plus

Learning & Skills Council

CBI North East

North East Chamber of Commerce

Tees Valley Joint Strategy Unit

OBSERVERS

Jonathan Spruce

Tees Valley Joint Strategy Unit






lees Valley

unlimited

Agenda

EXECUTIVE BOARD

Meeting to be held in Committee Room 3, Darlington Town Hall

10

11

12

13

CHAIR'S WELCOME
APOLOGIES

MINUTES OF LAST MEETING
MATTERS ARISING

SUB NATIONAL REVIEW — PROGRESS
REPORT

MULTI AREA AGREEMENT

SINGLE PROGRAMME DRAFT DELIVERY
PLAN

EMPLOYMENT AND SKILLS BOARDS IN
THE NE

NORTH TEES/SOUTH TEES MASTER
PLAN

TEES VALLEY ENERGY SECTOR - A
STRATEGIC ASSESSMENT

TEES VALLEY UNLIMITED WORK
PROGRAMME — PROGRESS REPORT

TEES VALLEY PARTNERSHIP
PROGRAMME — PERFORMANCE TO THE
15T NOVEMBER 2007

LIST OF MEETINGS

Page 1 of 2

Attached

Attached

Attached

Attached

Attached

Attached

To follow

Attached

Attached

George Garlick

Pat
Ritchie/Jonathan
Blackie



Executive Board Agenda
Wednesday 28 November 2007

14 ANY OTHER BUSINESS

10 DATE OF NEXT MEETING
e Wednesday 27 February 2008

Page 2 of 2



= Valley Notes of Meeting

unlimited

EXECUTIVE BOARD

Meeting held in the Ward Room, Castlegate Quay Watersports Centre,

Stockton

at 2.00pm on Wednesday 22 August 2007

ATTENDEES

Ada Burns (AB)
Paul Walker (PW)
Jan Richmond (JR)
lan Wardle (IW)

Mike Robinson (MR)
Yvonne Clark (YC)
Pat Ritchie (PR)

Chris Livingstone (CL)
Chris Roberts (CR)
Joanne Fryett (JF)

John Lowther (JL)

Darlington Borough Council (DBC) Chair
Hartlepool Borough Council (HBC)
Middlesbrough Council (MC)

Redcar & Cleveland Borough Councll
(RCBC)

Stockton-on-Tees Borough Council
(SBC)

Government Office North East
(GONE)

One NorthEast (ONE)

Jobcentre Plus (JCP)

Learning & Skills Council (LSC)
North East Chamber of Commerce
(NECC)

Tees Valley Joint Strategy Unit (JSU)

APOLOGIES

Colin Moore
George Garlick
Jonathan Blackie
Steve Davidson
Sarah Green

James Ramsbotham

RCBC

SBC

GONE

JCP
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Executive Board Notes of Meeting
Wednesday 22 August 2007

11

2.1

3.1
3.2

3.3

3.4

4.1

4.2

4.3

4.4

Action
CHAIR’'S WELCOME AND INTRODUCTIONS

AB welcomed attendees to the meeting, particularly the
substitutes and those attending for the first time.

APOLOGIES

As noted previously.

MINUTES OF THE LAST MEETING

The minutes were agreed as a true record.

With regard to minute 3.4, JL confirmed that this had been
discussed at the Leadership Board meeting on 13 June, but
not actually recorded in the draft minutes circulated. This
would be rectified.

With regard to minute 6.2, the Leadership Board is to consider
a draft communications strategy at its next meeting on 12
September.

JR suggested the need to foster greater debate in the Board
and sub-Board meetings now that the initial familiarisation
phase was completed. JL confirmed that this was the intention
with all future meetings.

REQUEST FOR REPRESENTATION ON THE EXECUTIVE
BOARD BY THE CHIEF EXECUTIVE OF TEES VALLEY
REGENERATION

The Board discussed a request from the Chief Executive of
Tees Valley Regeneration (TVR) for representation at future
meetings.

AB re-iterated the rationale for the governance arrangements
— that the Executive and the Leadership Board should be
focused on setting strategy, with the sub-Boards being
responsible for delivery, and hence this should be where
delivery agencies are included.

JR endorsed this view and stated that it is important to avoid
the TVU Executive structure becoming too unwieldy.

PW also endorsed this view and stated that TVR is clearly a

delivery vehicle and is well represented on the various sub-
Boards.
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4.5

4.6

4.7

4.8

5.1

5.2

5.3

5.4

6.1

6.2

Action

IW expressed the view that engagement with TVR should be
at the sub-Board level, with engagement with the Executive
structure through the normal channels.

PR confirmed that an Urban Regeneration Company’s key role
was in delivery, and that TVR should continue to engage with
TVU at this level.

JF confirmed that the private sector view TVR as the delivery
arm.

Resolved that the request be turned down and a letter of JL
explanation prepared in response to TVR.

SUB-NATIONAL REVIEW

AB started the discussion by suggesting that the Executive
Board should be encouraged by the SNR and its relation to
TVU.

PR agreed that the direction of travel of the SNR is consistent
with the aims and objectives of TVU. PR further stated that
ONE patrticularly welcomes the proposals for a new Integrated
Regional Strategy with economic priorities being at its heart,
and that proposals for an extended RFA were also welcomed.
PR indicated that further discussions would be required in the
near future in terms of scrutiny and the relationship with the
new Regional Minister.

PR also indicated that ANEC had been charged with
nominating Chief Executives to sit on a regional body to
discuss the implications of the SNR, alongside GONE (as
Chair), LSC and the North East Assembly. JR stated that
representation from both City Regions would be preferable on
this group.

CR pointed out that the LSC is preparing proposals for pre-
and post-19 skills subject to further information on when such
funding would be available.

PROGRESS ON TEES VALLEY UNLIMITED
JL introduced the report.

JR asked for feedback on the recent visit from the Regional
Minister. AB and PW both expressed the view that the visit
had gone well and that the Minister showed a good deal of
interest in helping to take TVU forward.
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Notes of Meeting

6.3

6.4

6.5

6.6

6.7

7.1

7.2

7.3

8.2

8.3

PW proposed a vote of thanks to the JSU for the work done in
preparing for the Minister’s visit and in recognition of the work
done to date.

PR stated that the ONE session with the Transport Minister
recently may have been more positive than the meeting on the
Draft Local Transport Bill attended by the JSU, but
emphasised that there was a clear need to identify key
regional transport priorities.

JL outlined that further work is being undertaken to refine the
funding profile and Investment Plan with each of the Local
Authorities, particularly the need to review assumed project
timescales.

The Chair of the Leadership Board is developing proposals for
the Private Sector Business Group, and AB endorsed
suggestions for a ‘topic based’ approach to membership and
format.

Resolved that the report be noted by the Executive and
presented to the Leadership Board.

TEES VALLEY UNLIMITED — WORK PROGRAMME

JL offered a report for decision, based on the feedback from
the first series of sub-Board meetings in July.

JL confirmed that the schedule at the back of the report would
be updated and presented for information at each subsequent
meeting.

Resolved that the report be endorsed by the Executive and
presented to the Leadership Board.

CAA CHARGING POLICY AT HEATHROW
JL offered a report for decision.

PW asked whether there was a regional airports strategy that
would assist in the argument. YC suggested that service levels
have been set for each route, and that she would investigate
these to use within the formal response to the Commission.

PR expressed the wish that ONE was keen to be part of any
future lobbying strategy.

Page 4 of 6

Action

JL



Executive Board
Wednesday 22 August 2007

Notes of Meeting

8.4

9.1

9.2

9.3

9.4

9.5

9.6

9.7

10

10.1

10.2
11

111

Resolved that JL contact GONE and ONE to pursue options
for further representation at Government level, particularly on
the economic case.

SCOPING A CITY REGION APPROACH TO
WORKLESSNESS

JL offered a draft report for discussion and presented the key
findings.

CL stated that JCP broadly agrees with the key findings, but
that page 1 needs to reflect the Regional Employability
Framework.

CR stated that there is a need to keep a focus on actions and
work on 14-19 year olds is not necessarily going to meet the
needs of employers in the City Region.

PR suggests that the report needs to identify key actions and
possible incentivisation.

YC commented that the report has few surprises, but some
real challenges.

CR commented that there is a need to be aware of ongoing
discussions around Employment and Skills boards, their scope
and statutory nature, if future funding for adult training and
skills is to be routed through such boards.

Resolved that there is support for the proposed workshop to
move the recommendations of the study forward into actions.

LIST OF MEETINGS

JL presented a list of meetings attended by Senior
Management at the JSU over the preceding period. JL stated
that such a report was normal practice for the Joint Strategy
Committee and is part of the accountability of the JSU.

Resolved that the report be noted.

ANY OTHER BUSINESS

None noted.
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Action
12 DATE OF NEXT MEETING(S)

12.1 e« Wednesday 28 November 2007
e Wednesday 27 February 2008
All meetings to commence at 2pm, venues to be confirmed.
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Tees Valley

Agenda Item 6

unlimited
Report of: Director of Joint Strategy Unit
Report to: Executive Board
Date: Wednesday 28 November 2007
Subject: MULTI-AREA AGREEMENT
Item for: Decision
SUMMARY
1. The purpose of this report is to provide the Executive with an update on the

content of the proposed Multi-Area Agreement (MAA), and set out a
recommended framework and “offer” that can be presented to Government.

The proposals included within the report draw on the report presented to the
Executive at its meeting in May 2007, and following on from two draft MAAs
that have been prepared, the second of which has been discussed by the
Tees Valley Chief Executives, particularly in relation to the freedoms and
flexibilities that the City Region would wish to see within the MAA.

The report sets out the principles of the MAA, the framework within which the
agreement has been developed, the proposed “offer” to Government and a
skeleton of the document’s contents, all under the suggested objective of the
MAA:

“To deliver the agreed investment priorities earlier than would otherwise have
been the case, and more cost effectively, through the integration of physical
and fiscal resources and a strong and accountable governance structure
within a defined performance monitoring framework.”

The Executive is asked to endorse the approach put forward to developing the
MAA, and, in particular:

. Agree the principles of the MAA set out in paragraph 2.1;
. Agree the principal objective of the MAA set out in paragraph 2.3;
. Note the basis of developing the MAA “offer” set out in Section 3;

. Discuss the proposed MAA “offer” set out in Section 4 and make
suggestions for any amendments;
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. Endorse the outline of the contents of the MAA as a starting point to
provide a draft document set out in paragraph 5.2; and

. Comment on the suggested timetable for implementation set out in
paragraph 6.1.

5. The Executive is also asked to endorse this report (with any required
amendments, particularly to the MAA “offer”) for issue to CLG to commence
the more detailed discussions on the MAA as part of the ‘pilot’, and as a basis
for developing a draft MAA.
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1. BACKGROUND AND PURPOSE OF REPORT

1.1  Atthe meeting in May 2007, the Executive was presented with a report
outlining the proposed Multi-Area Agreement (MAA) between Tees Valley
Unlimited and Government that is intended to help deliver the City Region
Business Case.

1.2  Since this time, two draft MAAs have been prepared, the second of which has
been discussed by the Tees Valley Chief Executives, particularly in relation to
the freedoms and flexibilities that the City Region would wish to see within the
MAA.

1.3  Senior Officers at the JSU have also presented the outline proposals at a
number of seminars, including one in July facilitated by Communities and
Local Government (CLG) and a recent Government Office North East (GONE)
seminar, in recognition of the forward thinking nature of the MAA proposed.

1.4  This recognition was formalised by the announcement by the Secretary of
State earlier in November that the Tees Valley is to be one of 13 City Regions
and areas with which Government will seek to work over the coming months
to firm up the proposals for an MAA as a ‘pilot’.

1.5 The purpose of this report is to provide the Executive with an update on the
content of the MAA, and set out a recommended framework and “offer” that
can be presented to Government.

2. PRINCIPLES AND OBJECTIVES OF THE MAA

2.1  The principles of the MAA have been discussed previously, but can be
summarised as follows:

. The MAA is a mechanism to help to deliver the priorities identified
within the Business Case in order to improve economic performance
and hence quality of life;

. The MAA is complementary to Local Area Agreements, but not in a
hierarchical sense — It will draw on local priorities, but not take
precedence over them;

. The MAA is intended to cover the three main capital funding streams
that will support the transformational projects in terms of regeneration,
housing and transport; and

. The MAA is intended to be simple and flexible.

2.2 These principles have found favour with CLG, and although there has been
some indication about whether the City Region would be prepared to extend
the MAA to other areas, including skills, crime and health, it is recommended
that the Executive endorse these principles as set out, whilst allowing the
opportunity for the MAA to be extended at a later date.
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2.3

2.4

2.5

2.6

3.2

3.3

The objective of the MAA is straightforward and has also been presented to
the Board previously:

Again, the clarity and simplicity of this objective has been recognised, and it is
recommended that the Executive endorse this objective formally.

In addition to this main objective, a number of supplementary objectives were
also set out:

Shortened timescales;

Better co-ordination of delivery;

Greater return on investment; and
. Generating increased economic growth (GVA).

The latter supporting objective in particular has a close relationship with the
new PSA Targets and Central Government objectives, and is a recurring
theme of the Sub National Review. This starts to form the basis of the MAA
“offer” to Government.

FRAMEWORK OF THE MAA

Assuming that the objective of the MAA is endorsed, this has been taken
forward into developing four elements from the objective that comprise the
MAA. These elements are:

. Priorities - “what” and “when”;

. Resources - “how”;

. Governance - “how”; and

. Performance Monitoring - “why”.

These elements are intended to be clear and concise, and linked directly to
the objectives of the MAA.

Through the drafting of the MAA, and further discussions with Chief
Executives, a series of “asks” were developed under each of these elements.
These were intended to form the detail of the MAA “offer”.
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3.4

3.5

3.6

3.7

For Priorities and Resources, the “asks” were:

Agreement to broad programme of strategic investment priorities at an
early stage, yet to be fully appraised;

Investment Priorities to be taken directly from City Region Investment
Plan;

Certainty of funding over a defined time period (5 or 3 + 2 years), with
bi-annual review and renewal;

Appraisal of project of value less than £5 million to rest with Tees
Valley Unlimited,;

Ability to vire resources across different disciplines (and funding
streams); and

Ability to re-profile the sequencing of individual projects, up to 25% of
project value or total in any given year.

For Governance and Performance Monitoring, the “asks” were:

Support for flexible governance arrangements suggested;

Tees Valley Unlimited to become a statutory consultee in addition to
Local Authorities;

MAA to be between Tees Valley Unlimited and Government;
‘Buy in’ across all Government departments;
Common appraisal system based on Treasury Green Book; and

Streamlined approach to performance monitoring.

When considered in more detail, many of these can be agreed or delivered
without a new MAA - in fact, around 80% of the “asks” do not actually involve
a new form of agreement with Government, and, in many cases, significant
progress has already been made in securing any necessary concessions.

For example:

The Investment Plan has been recognised as having a solid economic
analysis underpinning it, and also conforms to expected funding
envelopes;

Discussions are progressing with One NorthEast (ONE) as to amended
appraisal limits for projects within the City Region;

The Secretary of State endorsed the new governance arrangements in
a speech on 16 November,
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3.8

The Minister for the North East has indicated that Tees Valley
Unlimited could become a statutory consultee and sign the MAA,

A common appraisal methodology has been developed to discuss with
funding partners; and

The Comprehensive Spending Review (CSR) and new national
indicator framework provides for a streamlined appraisal process.

This just leaves three “asks” that are not being progressed and require new
agreements with Government:

Certainty of funding over a defined time period (5 or 3 + 2 years), with
bi-annual review and renewal;

Ability to vire resources across different disciplines (and funding
streams); and

Ability to re-profile the sequencing of individual projects, up to 25% of
project value or total in any given year.

These therefore form the basis of the proposed MAA “offer”.

THE PROPOSED MAA “OFFER”

Drawing on the above, it is proposed that the MAA “offer” is relatively simple,
as set out below:
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4.2

5.2

The Executive is asked to discuss the proposed MAA “offer” set out above,
and make suggestions for any amendments

THE MAA DOCUMENT

Given the amount of work done to date on all of the elements of the MAA, it is
proposed that the document itself is also quite short and concise, referencing
many of the previous documents from which it has been derived, from the City
Region Business Case onwards.

To re-inforce the proposed “offer”, it is suggested that the contents of the MAA
are as follows:

Objectives and Principles;
The MAA “Offer”;

Investment Priorities — a simple tabular summary of the intended spend
across the three funding streams in five year blocks, with a reference to
the updated Investment Plan, the Single Programme Delivery Plan, the
recent Housing Market Renewal (HMR) Business Case and the revised
City Region Transport Strategy;

Governance — a brief description of Tees Valley Unlimited and a
description of the agreed programme management and delivery
protocol;

Outcomes — a series of no more than eight indicators to track to which
the MAA directly contributes, many of which relate more to PSA targets
set out in the CSR rather than actual indicators within the national
framework, such as:

GVA,

Number in Employment;

Number of Firms;

Gross Disposable Household Income;
Economic Activity Rates;
Employment/Worklessness Rate;

% with NVQ3/4 Qualifications;

% with No Qualifications;

OO0OO0O0O0OO0O0O0

with these initial proposals under review following the recent
publication of guidance on MAAs;

Risk — a short section on risk, including an exit strategy; and

Added Value — a description of the added value that the MAA brings, in
other words, what does the additional 20% help do for the City Region.
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5.3

5.4

6.2

In terms of the latter, the suggested added value that the MAA brings is as
follows:

. Comfort — for the Tees Valley in being able to say that the proposals
have the outline support of Government, and for Government to show
that the City Region has taken hard choices in prioritising interventions
to account for funding availability and delivery capacity;

. Certainty — greater long term funding certainty which will facilitate
greater private sector leverage and provide agreed ‘limits’ for
Government to work to;

. Flexibility — an ability to vire resources between projects and funding
streams so that overall programme (and cost) management is
improved, and to share efficiency savings between all Partners;

. Buy in - a document that has a protocol, and is signed, committing
parties to delivering real benefits for communities, which draws
Partners together towards a common goal.

The Executive is recommended to review this outline of the contents of the
MAA and endorse it as a starting point to provide a draft document.

TIMETABLE FOR IMPLEMENTATION

Based on the indications from CLG of the process for working as one of the
‘pilot’ MAAs, but mindful of the overwhelming need to maintain the momentum
that has built up since the publication of the City Region Business Case, the
following timetable for implementation is suggested:

. November 2007 — prepare Single Programme Delivery Plan, HMR
Business Case and updated Transport Strategy (already largely
complete);

. November/December 2007 — prepare revised MAA framework for
discussion by Tees Valley Unlimited (this report);

. December 2007/January 2008 — submit MAA proposals to CLG as part
of ‘pilot’;

. February 2008 — receive comments from CLG;

. March/April 2008 — re-draft MAA and submit revised version to CLG;
. May 2008 — prepare final MAA; and

. June 2008 — MAA operational.

Although this timetable is tight, it is felt to be both achievable and desirable.
The comments of the Executive would be welcomed.
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7. RECOMMENDATIONS

7.1 The Executive is asked to endorse the approach put forward to developing the
MAA.

7.2 In particular, the Executive is asked to:
. Agree the principles of the MAA set out in paragraph 2.1;
. Agree the principal objective of the MAA set out in paragraph 2.3;
. Note the basis of developing the MAA “offer” set out in Section 3;

. Discuss the proposed MAA “offer” set out in Section 4 and make
suggestions for any amendments;

. Endorse the outline of the contents of the MAA as a starting point to
provide a draft document set out in paragraph 5.2; and

. Comment on the suggested timetable for implementation set out in
paragraph 6.1.

7.3  The Executive is also asked to endorse this report (with any required
amendments, particularly to the MAA “offer”) for issue to CLG to commence
the more detailed discussions on the MAA as part of the ‘pilot’, and as a basis
for developing a draft MAA.

Originator: John Lowther, Director, Joint Strategy Unit
Contact Tel: 01642 264800
E-mail: john.lowther@teesvalley-jsu.gov.uk
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Ban Valley Agenda Iltem 7

unlimited
Report of: Director of Joint Strategy Unit
Report to: Executive Board
Date: Wednesday 28 November 2007
Subject: DRAFT SINGLE PROGRAMME DELIVERY PLAN
Item for: Information
SUMMARY
1. The purpose of this report is to provide the Executive with an update on the

context and content of the Single Programme Delivery Plan.

2. The Delivery Plan has been prepared by the Joint Strategy Unit and is
intended to act, in part, as a second iteration of the City Region Investment
Plan, but one that can form a supporting document within the MAA
Framework set out in more detail under Agenda Item 4. It also responds
directly to ONE’s challenge to Tees Valley Unlimited to develop a prioritised
forward programme that delivers the City Region Business Case and the
Regional Economic Strategy Action Plan.

3. The report sets out the context of the Delivery Plan and its content, together
with a short section on the proposals for its completion and formal
submission.

4, The Executive is asked to provide comments on the draft Single Programme

Delivery Plan (provided under separate cover) in order that the document can
be submitted formally to ONE for further negotiation and inclusion within the
updated Corporate Plan.
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1.

11

1.2

1.3

1.4

2.1

2.2

2.3

2.4

BACKGROUND AND PURPOSE OF REPORT

The Tees Valley Investment Plan, prepared in October 2006 in support of the
City Region Business Case, set out the key investment priorities in terms of
regeneration, housing and transport interventions, and was intended to form
the basis of the proposed Multi-Area Agreement (MAA).

In order to take forward our Investment Plan, One NorthEast (ONE) has been
discussing with the Tees Valley Partners the make-up of the single
programme funding profile for inclusion within the forthcoming update of its
Corporate Plan. ONE has challenged Tees Valley Unlimited to develop a
prioritised forward programme that delivers the City Region Business Case
and the Regional Economic Strategy (RES) Action Plan.

A Single Programme Delivery Plan has been prepared by the Joint Strategy
Unit (JSU) that is intended to act, in part, as a second iteration of the City
Region Investment Plan, but one which can form a supporting document
within the MAA Framework set out in more detail under Agenda ltem 4.

The purpose of this report is to provide the Executive with an update on the
context and content of the Delivery Plan.

CONTEXT OF THE DELIVERY PLAN

The MAA is intended as a mechanism to help to deliver the priorities identified
within the Business Case and the Investment Plan in order to improve
economic performance and hence quality of life. It is also intended to be
simple and flexible, principles that have found favour with Government.

The MAA also includes proposals to align the three capital funding streams of:

. Economic development/regeneration funding (through the single
programme) from ONE;

. Transport funding from Regional Transport Board (through the
Regional Funding Allocation process) and DfT; and

. Housing market renewal from CLG and the Regional Housing Board.

Therefore, to take the Investment Plan forward, the Single Programme
Delivery Plan, in addition to responding to ONE’s challenge to develop a
prioritised programme for the first of these funding streams, will also form part
of the MAA Framework as a supporting document. The Delivery Plan will be
complementary to other documents prepared for the housing and transport
funding streams.

The figure at the end of this report illustrates this context and emphasises why
the Delivery Plan is important within Tees Valley Unlimited due to its
relationship with the MAA. It is intended that it will be this Plan that is
reviewed and updated regularly, rather than the MAA or the Business Case.
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3.
3.1

3.2

4.1

4.2

CONTENT OF THE DELIVERY PLAN

Some initial discussions were held with ONE as to the contents of the Delivery
Plan, although no formal guidance or outline has been provided. Following
these discussions, and with a mind to the role that the document will play in
support of the MAA, the draft Delivery Plan includes the following elements:

. The strategic ‘fit" of our spatial initiatives with ONE’s corporate
objectives and priorities;

. The presentation of a programme of interventions within a broadly
defined funding envelope;

. The establishment of robust and accountable governance
arrangements that are intended to facilitate greater autonomy and
flexibility for the City Region in terms of delivery;

. The forecasts of some key outputs that will contribute to overall
economic regeneration;

. The way that we will manage risks to the Delivery Plan; and

. The relationship of the single programme interventions to other
elements of the RES Action Plan and the City Region Business Case.

The current draft of the Delivery Plan is being finalised with the Tees Valley
Directors of Regeneration. Once amended, it will be forwarded under
separate cover in advance of the Executive meeting.

COMPLETION OF THE DELIVERY PLAN

Although ONE has seen many elements of the Delivery Plan, including the
draft forward programme and governance arrangements during the
preparation of the document, it is intended to submit the Plan formally to ONE
following the Executive meeting.

In the meantime, the draft document is commended to all relevant parties for
comment, in order to move forward and agree the forward programme and the
inclusion of the spatial priorities and broad programme of interventions within
ONE’s updated Corporate Plan. It is also desirable to agree this Delivery Plan
at the earliest opportunity as it will become one of the key documents when
negotiating the MAA with central Government in early 2008.
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5. RECOMMENDATION

5.1 The Executive is asked to provide comments on the draft Single Programme
Delivery Plan (provided under separate cover) in order that the document can
be submitted formally to ONE for further negotiation and inclusion within the
updated Corporate Plan.

Originator: John Lowther, Director, Joint Strategy Unit
Contact Tel: 01642 264800
E-mail: john.lowther@teesvalley-jsu.gov.uk
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4.

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

LINKAGES AND SYNERGIES

The developing energy sector in Tees Valley is in many respects an evolution
from the long established chemicals / process sector. The skills and
processes required for energy management by companies in the process
sector are, as noted earlier, key elements in the advantages of this area.
What is now developing, however, are to some degree separate process,
energy and environmental industry sectors — separate to the degree that there
are discernibly different interests and drivers but related by the use of
common and related technologies, and by the commercial, and in some
cases, the physical linkages between them.

For the process sector the main driver is world prices, which are a function
primarily of demand, competitiveness and feedstock availability.

Whilst world prices also drive the energy sector, it is increasingly a function of
‘politically’ driven targets (set by the EU and Kyoto and, as again referred to
earlier, by the UK Government’'s own emission targets). There is also world
concern over security of supply.

The environmental industries sector is also to a large degree politically /
socially driven — manifest mainly through the EU framework on waste which is
the umbrella for the landfill directives, end of life vehicle directives and waste
electrical equipment directives etc. The underlying concerns are the perceived
health risks and, particularly in the UK’s case, the rapidly developing shortage
of landfill sites.

Activities and innovation within these three sectors appear to be increasingly
reinforcing each other. It is this integration, coupled with the physical and
locational opportunities in Tees Valley that is becoming the ‘USP’ for the area.
Developing that integration is seen by some keys players within all the sectors
as being an overriding policy objective which ought to drive thinking.

Concerns have been expressed that without better integration we will not only
miss the economic benefits that will come from new investment, but the
bedrock process sector could seriously suffer, and in the long term there
would be reduced investments which could potentially lead to closures.

The integration must be commercially led. Identifying the commercial
opportunities that are emerging, however, looks as if it will continue to need
project based near market assistance.

In the energy and environmental industry sectors the need is for a more
‘political’ leadership to encourage public / market acceptability of what are
controversial issues All the technologies being introduced - wind, hydrogen,
carbon capture, waste management etc, raise public concerns and those
coupled with the need to encourage demand reduction and increased energy
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4.9

4.10

efficiency mean that it will not be easy to gain public and therefore market
acceptability.

How effectively integration and public and market acceptance can be
advanced is going to be crucial to the development of what can become the
base industries of Tees Valley for years to come.

Some of the opportunities for integration are highlighted above under the
discussion of what has been achieved to date. They fall under six broad
categories:

i) reusing by-products to generate more fuel through future
refining. The proposed rape seed crusher plant and the Ensus
plant, for example, could both produce residues that would be
refined. There is, however, no bio refinery in Tees Valley
although the case for one is under consideration.

i) using organic waste as biomass fuel to feed into power plants or
to be refined as fuel. The autoclave proposal by Graphite
Resources will produce organic waste with a high calorific value
— it may be possible to use that as direct feed into gasifiers such
as those proposed by Progressive Energy or into the Wilton 10.
The practicality of doing so, however, requires evaluation.

i) capturing CO2 emissions presents one of the biggest
opportunities. Progressive Energy’s proposal for a C02 pipeline
to North Sea oil wells could be extended and a C02 pipeline
network developed to link up with the other oil refining or power
generation proposals such the heavy oil upgrader and project
Thor. Similarly a syngas pipeline network (H2 and CO) could be
developed linking the North and South banks of the Tees.

Vi) using heat more efficiently has got to be a principal policy
objective. The Energy White Paper emphasises the value of
CHP. The vast majority of heat, often expensively produced in
industrial or power generation processes, goes to waste. If the
heat can be used there are obvious savings. The Wilton site has
a steam ring main network, with the Wilton power station
(including Wilton 10) used primarily to generate the steam,
which is used by companies on that site. There could be an
opportunity to offer a similar steam network from the proposed
Project Thor power plant on the North bank that may be
attractive to other industrial processors. That would need to be
assessed. Whilst in theory surplus industrial heat could be used
in non industrial developments - either residential or
commercial, there are currently no effective ways of managing
the liability risks, and the commercial ‘mechanics’ of doing so.
CHP schemes are usually viable only where the generation and
use are purpose developed and managed within a single
commercial framework.
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v)

Vi)

the integration of feedstock chains was a feature of the Tees
Valley chemical industry when dominated by ICI. The pipeline
network that links North Tees, Seal Sands and Wilton is largely
a product of ICI's investment. With the scale of individual
businesses and plant closures that has taken place some of the
integration, with inputs / outputs from plants feeding each other,
was, to a degree, lost. The Upgrader proposal, in particular,
offers the opportunity to build back up some of that industrial
integration. As well as heavy oil feedstock from the North Sea a
heavy oil hydrocracker could take in locally generated heavy
feedstocks such as atmospheric residues and pyrolysis fuel oils.
Outputs such as naptha, diesel, asphaltenes and light streams,
such as propylene, could be used by local companies, along
with hydrogen, that could also be used with oxygen in power
generation.

the availability of hydrogen, and the engineering skills and
knowledge involved in generating and using it, have been, as
noted earlier, instrumental in attracting interest in the idea of
Tees Valley as a leader in the development of what has been
termed the hydrogen economy. There are widely different views
as to how quickly or even if, a hydrogen economy will develop.
The potential opportunity is discussed in section 5 below but the
work of CPIl on the fuel cells and materials development is
creating bridging links between research and industrial
application. It is also attracting companies involved in, for
example, low temperature cathode technology and flexible
displays to the area — activities which are new to Tees Valley
and taking advantage of the knowledge in plastics, films and
chemical process that exists here.

4.11 The following diagram illustrates the drivers and the linkages that exist in

Tees Valley.
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5.

5.1

5.2

5.3

5.4

5.5

EMERGING OPPORTUNITIES

The energy sector is highly complex, both in terms of which technologies offer

the most promising prospects in terms of being ‘renewable’, being secure (in
terms of long term availability) and being commercially and socially viable.

There does not, however, appear to be any clarity in the crystal ball. In
respect of most of the technologies held up as potential winners the UK is
significantly behind other developed countries. Whilst there may be some
notable exceptions, there still does not appear to be sufficient commercial or
political consensus about the way forward within the UK, at either company or
Government level, to give confidence in deciding whether any particular
technology or approach should be favoured. That is of course true in other
countries too, but the UK is seen within the European Commission as making
relatively slow progress.

What does seem to be the case is that fossil fuels are going to remain
essential for many years. Wind, wave, tidal, photovoltaics, fuel cells and
organics are all developing but will not in themselves meet the growing
demand for energy. There seems to be little disagreement locally with the
Government on that. A mix of energy sources is inevitable. The question is,

what mix, and more particularly, what will be the mix within the North East and
Tees Valley.

Discussions within Tees Valley suggest that the focus should be
concentrating on the promotion of the following technology areas:

- organics — biofuels, biomass, biotechnology.

- waste to energy.

- carbon gasification capture and storage.

- wind energy components

- fuel cell demonstration and deployment in static facilities

- materials development.

- green hydrogen generation and fuelling systems.
These sectors play to the area’s strengths, as shown by the developments to
date. Elsewhere in the North East, there are stronger strengths in electrical

and marine engineering, but Tees Valley's advantage in access to fossil fuels,
the close geographic proximity of development sites within the area and to the
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5.6

5.7

5.8

5.9

5.10

North Sea, plus access to skills, does support the favouring of those seven
technology areas.

It is in the combination of these where the major opportunity or prize lies.
There are few areas in the country with the same capacity as Tees Valley to
bring those together. Tees Valley could be the first. The prize will be jobs and
investment arising from a clustering of companies, skills and expertise. There
will also be environmental benefits, but Tees Valley will remain an exporter of
energy and the benefits will be felt as much elsewhere as here.

This combination of sectors allows a cross fertilization of ideas and expertise
which, in the City Region Development Plan, was highlighted as offering the
chance to see and use Tees Valley as a proving ground. All the discussions
carried out as part of this study have supported that idea. New technologies
need to be shown to work operationally, and commercially within acceptable
health and safety parameters, and with public confidence. The idea of Tees
Valley as a proving ground or test bed needs to be handled carefully if it is not
to be seen as being used as a guinea pig but otherwise the concept seems to
have considerable merit.

This concept of a test bed or proving ground embraces the idea of explaining
how the technologies can be applied to community development and
regeneration, as well as purely in the generation of energy.

The drive to encourage energy efficiency and changing attitudes to the use of
energy, which is a central plank of Government policy, nheeds demonstration
projects. The application of planning policies to require the use of renewables
and high efficiency standards is being promoted most notably by the Greater
London Authority (GLA) under Ken Livingstone. The London Action Plan,
which was recently published, is probably the leading model in this country of
how to deliver that drive locally. Ken Livingstone, however, has the advantage
of leading a large, well funded organisation covering a fast growing
development market. Tees Valley does not have those advantages, and while
there is considerable merit in close coordination of planning policy on energy
and climate change issues across the five local authorities, perhaps the
opportunity for Tees Valley is to look at the technologies outlined above and
how the industrial investment being considered can be linked, not just to
industrial buildings, but in community regeneration and the re use of derelict
land.

The ‘ingredients’ of Tees Valley lend themselves to that possibility:

e extensive older housing areas that need regeneration, some in close
proximity to industrial investment sites.

e large areas of brownfield land that can accommodate a range of

energy investments and related recycling operations without impacting
adversely on neighbouring residential areas.
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e proposals such as the private sector led Eco Parks which include the
idea of education centres and could incorporate both civic amenity and
building and materials recycling facilities.

5.11 The proposal developed for the South Bank area for the Northern Housing
Challenge last year offers a possible model for how the integration and
linkages might be achieved. Developed by a partnership led by Barratt
Homes, the proposal was to create management arrangements centred upon
a Community Interest Company (CIC), with joint venture companies working
with it. The partners included, in addition to Barratts, Coast and Country
Housing, The Centre for Process Innovation, Renew Tees Valley Ltd, The
Eldonian Group (a community based social enterprise agency) and the Local
Authority (Redcar and Cleveland BC). The aim of the model is to provide a
mechanism to deliver exemplar homes, with high levels of energy efficiency
supplied by a fuel cell based demonstration unit, supported by a Multi Utility
Service Company (MUSCO) that incorporates community involvement or
ownership, and ensures long term management and sustainability through
private sector contributions via section 106 agreements.

The CIC would be constituted to allow the issue of a dividend (after costs),
which could be reinvested to further benefit the community. The structure
under the CIC was envisaged to include a Neighbourhood Management
Company ,an Asset Management Company, the Multi Utility Company and a
Family Support Company. They could all be social enterprises.

The proposal was not taken forward by the Housing Corporation as part of the
Challenge, but the Housing Corporation does want to explore the idea of the
model with partners. The structure and combination of the support companies
could be varied depending on the circumstances, but the model does bring
together a way of delivering a commercially driven mechanism that has
potential long term sustainability, with community benefit.

As such it is similar to the Community Energy Solutions Companies being
piloted by DTI, but with the added elements of energy generation as well as
energy use and limited community and private sector participation, in a way
which potentially could offer long term sustainability. Participation by local
authorities will be important, not only because of their roles in planning and
redevelopment, but also local authorities have the advantage of being able to
offset the energy they produce to power any buildings they own with energy
they generate themselves. They are able to sell any energy they generate to
the distributors at the price they would pay to buy it — up to the limit of their
use. That is not the case with other small generators or individuals who are
usually offered significantly less per unit for what they are able to sell. Redcar
& Cleveland BC is exploring this advantage in connection with the CHP
scheme they are developing for the Coatham Development. The potential for
exploiting that advantage across Tees Valley may be worth considering.

Whether the South Bank model is viable has not yet been fully evaluated. The
critical issues in any such model are the levels of risk and liability involved,
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clarity over where the responsibilities lie, and what the objectives are. Initial
funding is also a critical element. Ways need to be found to overcome the
issues involved if the Government’s objectives are to be met. The
Government is now requiring RDA’'s to promote such opportunities. A
variation of the South Bank model which addresses the risk and liability issues
has been developed by Chris Day Associates who are working with local
authorities and the RDA in the West Midlands. CDA have developed a private
sector led approach whereby a commercially funded (with local authority
equity participation) 2.5MW biomass power plant is being developed to
generate income via a 10 year contract to sell electricity to the Grid. Contracts
are being put in place to deliver a specified number of jobs. The local authority
equity participation generates carbon credits. Further contracts could be
placed with social enterprises in much the same way as the South Bank
model. If viable approaches can be developed in Tees Valley they could be an
important part of the test bed concept.

The incorporation of renewable energy solutions within the major regeneration
projects being led by Tees Valley Regeneration adds significantly to the
energy ‘landscape’ in Tees Valley. The Middlehaven proposals, in particular,
have been seen as offering the opportunity to create a major demonstration
project, incorporating large scale fuel cells to power and heat the whole site.
In the event the initial costs proved to be substantial for a whole site /
development approach. The developers, however, remain committed to
incorporating new energy solutions into individual developments. If that is
achieved at Middlehaven and in the developments at Central Park, North
Shore and Victoria Harbour, the Tees Valley will have very valuable additional
demonstration projects. The value of those, together with the decision, for
example by Middlesbrough Football Club to trial a large scale wind turbine, is
not only in the operational benefits that would be achieved but also in terms of
the beneficial public image that will be created. They would help to make a
very public statement of what the opportunity is.

The issue of image and visibility is important. Visible regeneration investment
and industrial investment in growth sectors gives confidence that jobs will be
available and will encourage young people to look for careers in sustainable
employment.

The industrial investment in the energy sector is going to be similar in
appearance to the traditional industries in Tees Valley but it will lead to the
reuse of much of the longstanding underused and derelict brownfield sites in
the area, for which in many cases there is no obvious alternative use.

Historically, the industrial core of Tees Valley developed as a series of
industrial areas which were linked by rail and pipeline, but were largely self
contained. Plant closures have left land which is difficult and expensive to
reuse. The investments now under consideration, which are on a scale not
seen for decades, will revive many of those underused sites. Available
industrial land at Wilton is now in short supply and available sites at South
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Tees are likely to be taken up quickly. An assessment is underway to identify
any future sites in the area that can be re developed.

One possibility that could be worth consideration is the creation and / or
marketing areas as ‘power islands’ — i.e. registered ‘power zones’ whereby
assistance could be available to help companies who produce renewable
energy to connect to the distribution grid, and it might be possible for power
to be distributed by private wire to adjacent users. That is currently the case at
Wilton, with Sembcorp supplying other operators from their power plant.
Whether that would be a practical proposition within the South Tees area from
the Progressive Energy Plant and at Seal Sands / North Tees linked to the
Thor Project deserves consideration.
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INFRASTRUCTURE AND SKILL REQUIREMENTS

6.1

6.2

The scale of the emerging investment will put increased demand on some
critical elements of the physical infrastructure of the Tees Valley. It may also
further justify some improvements which are already being examined, and
open up the case for using some differently.

The more obvious demands will be made on the road and rail systems and on
port / river / jetty capacity. In addition consideration will need to be give grid
connection capacity, pipeline and cavity capacity, water supplies and waste
systems.

Road Transport

6.3

6.4

6.5

In terms of power generation, the demands made of the road system will vary
according to the type of feedstock used. The three major proposals — The
Progressive Energy plant, the heavy oil upgrader and Project Thor will use
coal / oil / gas which will be moved by ship / rail and pipeline. The sites
identified for those projects should allow any vehicle traffic that is generated to
be on private roads, avoiding the public highway system. The pressure arises
with biomass / biofuel feedstocks. The Wilton 10 project has led to a
significant new logistics business, bringing in waste wood and short rotation
coppice. The biofuels plants at Wilton and North Tees require feedstock
import by road, as will the proposed rape crusher, if it goes ahead. They will
be in addition to proposals such as the Ecco newsprint processing plant at
Wilton and the Eco Park proposals at South Tees and at Billingham. The
Northern Gateway Container Port proposals by PD Ports for Teesport and the
regeneration developments at Middlehaven, North Shore, Central Park and
Victoria Harbour will add to the increased demands.

A study has been commissioned by the Tees Valley Joint Strategy Unit to
asses the likely traffic impact of those developments. Tees Valley is fortunate
in having a good quality primary road system but there are current congestion
points causing delays. The additional industrial traffic may, however, justify
improvements that will help ease those, but what ever is required is likely to
compare favourably with other locations in the UK.

Within and between the major industrial sites some roads improvements may
be required. An improved road connection between Wilton and Teesport,
avoiding the public highway, is currently being evaluated by Sembcorp and
PD Ports. It would significantly improve the opportunities of the Wilton site.
Similar work is underway assessing improvement requirements in the South
Tees area that might be needed to accommodate the port, the Eco Park,
Progressive Energy and Upgrader proposals. Developments proposed for the
North Bank may similarly need to be assessed, and built into consideration of
the long term river crossing requirements.
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Rail Transport

6.6

The rail networks in Tees Valley are some of the most heavily used by
industrial traffic in the UK. An assessment of what improvements are required
to accommodate the port proposals has been completed, and is being
incorporated into the proposals for the Tees Valley Metro. The additional
energy sector proposals are not likely to add significantly to future demands.

Jetty Capacity

6.7

River ‘capacity’ is critical to the development of the energy sector. As
highlighted earlier the availability of a deep water river and port has been a
major attraction to energy investors, and will remain so. There are now few
opportunities for additional jetties with useable water depth. Whether there is
potential for increased multiple use is something that should be considered.

Pipelines

6.8

6.9

6.10

6.11

There are a number of pipelines linking Seal Sands, North Tees, and
Billingham on the north bank with the Corus and Wilton sites on the south
bank. These are deployed through two main tunnels under the river, and carry
a variety of products including hydrogen. The hydrogen lines connect the
three hydrogen reformers (operated by BOC, Air Products and BASF) to
users and to the main storage cavities under Seal Sands / Saltholme. In
addition, there is the gas / oil network linking to the offshore fields. The cross
river pipelines are in a number of ownerships, although they run
predominately over land owned by Sembcorp and ‘way leave’ payments are
made. Much of the network is maintained and inspected by Sembcorp.

There does not appear to be any significant spare capacity in the current
network, although a recent 2007 study by DRD Consultants commissioned by
RTV indicated that there are some redundant lines in the Sembcorp No 2 link
route through No 2 Tunnel.

The availability of the hydrogen network would, in theory, allow off take to any
additional hydrogen users but the quality of the hydrogen may be a limiting
factor. The three main reformers produce hydrogen of 99% purity or higher.
The Olefines 6 plant at Wilton produces a stream of 95% hydrogen. All are
linked via the grid.

It is not apparent that any work has been done to think how the use of the
network as a whole can be maximised, whether there could be greater spare
capacity with rationalisation, what the bottlenecks to doing that are, and what
is the future life of the various parts of the network.
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Cavities

6.12

6.13

In addition to the three principal hydrogen storage cavities at Saltholme there
are a number of other cavities, both in the North Tees area and at Wilton
which are used for storage of a variety of products, including nitrogen,
propylene, carbon monoxide, propane, naptha and LPG as well as brine,
natural gas, oil and hydrogen.

The cavities are owned mainly by Sembcorp (previously Huntsman) and Ineos
Chlor. A DRD Consultants study in 2004 indicated that the three main
hydrogen cavities under Saltholme each have a capacity of 200 tes of
hydrogen. They are all 300 — 400 metres underground. The study looked at
the possibilities for new cavities and whether existing cavities could be
expanded. They concluded that a new cavity would cost around £7 m (2004
prices), and that there is probably little scope to expand the size of the
existing ones. However, they did conclude that three of the Ineos Chlor
cavities, each of 50,000 sq m at Salthome, might turn out to be suitable for
hydrogen (or syngas) storage, but that a detailed study would be required. As
cavity rental costs increase the case for switching some cavities to hydrogen
may become stronger.

Grid Connections

6.14

Grid connection capacity is a highly sensitive commercial issue and subject to
individual negotiation with the National Grid. There are now, however,
specialist companies advising on how to maximise capacity. The existence of
the main power lines which run from Tees Valley, particularly the Picton
connection put in a few years ago, means that the area is well served, but
what the overall capacity is for Tees Valley or what can be changed is not
publicly known.

Skill Needs

6.15

6.16

Whilst the presence of high level skills at both graduate and technical levels
has been, and remains, a major factor in encouraging the development of the
energy sector in the Tees Valley the scale of the opportunity has raised major
concerns about the area’s ability to attract and retain sufficient talent. NEPIC
(the North East Process Industries Cluster) has set up a Skills and Education
Team and has very actively promoted job and training opportunities with
considerable success. Within the industry the main concerns have been the
shortage of skilled technicians and experienced graduates. The position now
seems to be improving. Apprenticeships, and courses, such as those
provided by TTE at Grangetown and Wilton, are now being filled and NEPIC
is reporting growing interest at Graduate Fairs and through their web site. The
NEPIC Team have developed a well thought through strategy liaising closely
with firms in the sector.

The forecast scale of the potential investment, however, is still raising

concerns, not only in respect to technical skills but also about the capacity to
meet the demand for general engineering, fabrication and construction skills.
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6.17

6.18

6.19

6.20

6.21

The Tees Valley Engineering Partnership is reporting that business is
currently booming across the sector with the growth in production volumes in
some cases being the highest in 40 years (Cummins Engines Ltd, July 2007)

The range of skills required will be similar to that required across the chemical
| process sector but will need to extend to the bio and environmental
sciences. One North East’'s Strategy Success Programme, with the focus on
Centres of Excellence working with universities, industry and the Sector Skills
Councils, plus the work by NEPIC, has highlighted needs across the North
East and the challenges to be faced. Cogent, the Sector Skills Council for
chemicals, nuclear, oil and gas, and petroleum polymers has recently
published an assessment of needs (Cogent SSC employer research 2006)
which identifies ‘four clear challenges - (i) innovation — continuous
improvements are required in new and speciality fields in order to complete,
(i) management and leadership — especially in relation to change
management and skills gaps — particularly in technical skills but also in
communications, (iii) business improvements and customer service, and (iv)
workforce demand and industry attraction — the ageing workforce will add to
the demand for new younger employees but the industry is generally poorly
understood by people outside of it.

SEMTA, the Sector Skills Council for science, engineering and manufacturing
technologies has identified the same issues and along with other SSC's is
developing sector skills agreements which will bring agencies together to
assess needs, provision, gaps and opportunities for collaborative action by
employers in order to produce costed action plans. The RDA’s, trade unions,
the CBI and professional organisations will be involved.

The Sector Skills Councils are operating at a national and regional level but
the importance of the science, engineering and manufacturing sectors in the
Tees Valley is recognised by SEMTA having its policy office at Wynyard and
PICME, the Process Industries Centre for Manufacturing Excellence, which is
part funded by the DTI to help companies improve their competitiveness and
efficiency, having its headquarters team at Wilton Centre.

Whilst the process sector now has a strong regional voice (NEPIC) the
growing energy and environmental industry sectors do not have anything
similar. With many of the skills required overlapping with the process and
engineering sectors there may well be benefit in looking at what the linkages
might be between them and the bio and environmental sciences.

The universities of Newcastle and Durham now have very strong research
and teaching departments across the electrical and engineering sectors, and
are looking to exploit their strengths in the development of renewables. The
field of carbon based organics and environmental industries, which are the
strength of Tees Valley, are probably not the subject of the same degree of
research and teaching application. The University of Teesside, given its
background in chemical engineering, the work it is doing on bioremediation
and its Clean Technology Management Centre and NISP (National Industrial
Symbiosis Programme) hub, has identified the environmental industries as a
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focus that it wants to develop. Given also the University’s interest in social
development, it could well be well placed to build strengths in research and
leadership in the social / motivational impacts and the requirements that will
increasingly be caused by climate change technology and the linkage to
housing and industrial regeneration. Such a focus would complement and be
part of that idea that Tees Valley can be a proving ground, related not only to

the application of emerging technologies but the linkages and ‘symbioses’
between them.
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ROUTEWAYS TO A LOW CARBON ECONOMY

7.1

7.2

7.3

7.4

The idea that Tees Valley should be moving towards a low carbon economy,
seems, not surprisingly, to have almost universal support from public
agencies and industry in the area. That is certainly the view of the local
authorities, the Environmental Agency, One Northeast, the universities and
specialist agencies such as CPI. The views of the industry are no doubt more
diverse but all the major companies appear to be strongly in favour. Most are
major energy users and for them cost and security of supply are crucial to
their business. They clearly need energy buying prices or producing costs to
be as low and as stable as possible. Compared to the rest of the North East ,
and most other parts of the country, Tees Valley is highly dependant on high,
energy consuming, international companies, operating across highly
competitive world markets. The high production levels currently enjoyed by
the chemical and steel industries in the area have been largely driven by the
growth in demand from the Far East, particularly China and India, where
manufacturers enjoy low manufacturing costs and are able to export products
on to the world market.

The growing ‘carbon footprint’ of China, in particular, which has now
overtaken the USA as the largest emitter of CO2, is now a matter of
international interest and concern. From press reports and contacts between
the North East, RTV and Chinese agencies, that concern has reached a level
where it is beginning to impact on Chinese Government thinking. There is
very clearly a long way to go but there can be little doubt that the world
demand for new technologies and practices that reduce or restrict carbon
emissions is going to grow. It is the rate of growth that is disputed.

The finding of the United Nations Global Trends in Sustainable Development
annual reviews published in June 2007 suggests that almost a quarter of
world electricity could be provided from renewable sources by 2030. Others,
such as the International Energy Agency take a more pessimistic view, but the
UN point to a ‘global rush’ of investment over the last 18 months, suggesting
that, including money spent on a company mergers and acquisitions, cash
injected into renewables last year (2006) was about $100 billion, of which
$70.9 billion was on new projects. Venture capital and private equity
investment (according to the UN) increased by 70% to $8.6 billion. Compared
to global energy investment of somewhere in the region of $1 trillion a year,
those numbers are clearly very small but it is the growth rate which is
important to note. The WilderHid New Energy Global Innovation Index, which
is used by the UN to track publicly quoted renewables stock, rose by 64% in
the 16 months to April 2007.

But even with rapid growth rates in renewables the views of people within the
industry in Tees Valley are that the Government is right in saying that fossil
fuels will continue to dominate the energy sector for many years to come.
This will require higher efficiency / lower emission plants, such as supercritical
coal plants, advanced gas turbines, coal gasification and carbon capture and
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7.5

7.6

7.7

7.8

storage. The mix of energy sources will change but with North Sea gas
supplies reducing and nuclear plants,( even if extending the life of existing
plants and building new next generation plants is considered acceptable), will
take time to come on stream (and in any event only really able to produce
‘base load’ power since they cannot react quickly to fluctuations in demand),
there is going to be an energy gap in the UK. Analysis by the International
Energy Agency (2006) suggests that gap will occur by 2012/13 and there is a
strong feeling from many in the industry that the general public do not yet,
despite all the talk of climate change, understand the scale of the problem.
There seems little doubt that the gap will have to be met in the short term by
more oil and gas imports (including LPG), the use of coal and by probably
importing more power from France. Nonetheless the drive for alternatives and
to reduce carbon emissions will undoubtedly increase.

Tees Valley, and the North East as a whole, is not only a major user of energy
but is also a major exporter. The issues mentioned above, and earlier, in
terms of economic and social drivers, are particularly relevant to the economy
of this area, which has an enormous vested interest in how the energy
markets and the mix will change.

Whilst there are growing threats from rising energy prices and increasing
worries over security of supply, Tees Valley, as can be seen from the
progress to date, is very well placed to benefit from the opportunities for
investment and jobs.

That progress is hugely encouraging but further progress (in the face of
growing competition from other regions) requires a clear sense of direction
and a level of motivation which is much higher than currently exists.

If the future lies in a mix of energy sources then Tees Valley with its
developing range of skills and assets, coupled with the current industrial base
has a ‘USP’ which is not matched elsewhere. The elements of that USP are:

0] the existing combination of process, energy, environmental sectors that
matches future opportunities, all operating within a relatively tight
geographical area — which allows not only physical linkages but also
high levels of technical networking and cross fertilisation of ideas and
opportunities. People know each other and that provides a milieu
which wants this area to achieve.

(i) the opportunity to focus on particular emerging technologies, especially
those that might be termed organics, which are emerging and fit
extremely well with the combined industrial and geographical strengths
of this area, and to focus on developing and promoting expertise
related to those, which will not only benefit Tees Valley, but be saleable
around the world.

(i)  the opportunity to be a test bed or proving ground focussing on testing

the deployment and use of those emerging technologies within a
conurbation that has a long history of public understanding of how the
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process and energy sectors operate, which is looking for new
economic investment and which has assets which are underused or
capable of expansion.

The conversations and discussions that have taken place during the course of
this study have demonstrated a real enthusiasm for developing a Tees Valley
strategy which exploits those three USP elements; but to take that forward
there are a number of key issues or questions, some of which have been
touched upon earlier, which need to be thought through.

(@)

What might be meant by the test bed concept?

The idea of Tees Valley becoming a ‘proving ground’ to test application
and deployment through ‘demonstration’ projects is attractive because:

no energy technology is without controversy, some of which is
built upon irrational fears and prejudice — it is only by
demonstration that those will be allayed.

demonstration projects will enable practical and regulatory issues
to be fully understood and supply networks to be developed

a level of expertise and understanding can be built up that will
encourage financial institutions and investors to see that Tees
Valley is an area where they can invest with confidence and the
risk elements minimised (this is a critically important issue).

If the concept is taken forward it could embrace the ideas about
integration mentioned in section 4 above:

(i)

(ii)

(iii)

(iv)

(V)

(vi)

the generation of green electricity and green fuels in combination
with fossil fuels centred around organics and related activities.

the development of a C02 pipeline network linking plants across
Tees Valley and potentially to other parts of the North East.

the integrated use of waste or by-products as feedstocks for
energy generation linked to other aspects of industrial symbiosis.

the deployment of new energy technologies in a wide range of
applications — in industrial, commercial, and residential sectors.

the development of community based applications and community
involvement via Escos or Community Interest Companies — in
energy generation, energy use and recycling.

the development of specialist training and development resources

with the University of Teesside, for example, focussing on
‘organics’ and ‘sustainable system design’, including the societal
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impacts of changing energy technologies, decentralised supply
opportunities and the impacts of climate change.

the further integration of environmental, engineering and chemical
developments with training in colleges of education, the University
of Teesside and private providers such as TWI and TTE to
develop Tees Valley as an area of expertise, providing
opportunities for training and work experience, through from
vocational engineers courses to specialist business degrees and
research.

the expansion of specialist sector business advisors working
within Business Link and the creation of purpose specific supply
chain development, with close working between local/regional
organisations such as the Tees Valley Engineering Partnership,
NEPIC, CPI, FSB, NOF, Chamber of Commerce, Tees Valley
Regeneration, One North East, the local authorities and Renew
Tees Valley, together with some formality and leadership
established through Tees Valley Unlimited — see below.

the better integration of planning policies and local authority
climate change action plans with the prospects of the energy and
recycling sectors in Tees Valley, to ensure that they support
project implementation.

What will it take to really make it happen?

There are five key factors:

(i)

(ii)

acceptance of the ‘vision’ that Tees Valley should focus on
deployment and be the test bed — the terms ‘organics valley’ and
the ‘Tees Valley Organics Project’ come to mind — locally by the
public, voluntary sectors and industry in Tees Valley, by One
North East and the media, and also nationally by the
Government

the need for effective leadership has been referred to earlier —
the acceptance of this common vision for Tees Valley needs to
be presented, and the benefits and opportunities articulated, at
different levels and through different media. Analysis by the CPI
(Ben Mayo) clearly suggests that areas and regions across
Europe and America, which are moving ahead on renewables
and climate change, have strong political or technical
leadership.  Whether that leadership needs to be by an
individual needs consideration. Given that it is the industrial and
economic case, rather than the environmental and emissions
argument, that is likely to be the main motivator, there is
probably a good case for an individual with a credible technical
background who is able to see the commercial/ investment
opportunities and relate to investors to take on such a role.
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(iif)

(iv)

the integration of policy development and project promotion is
important along with integration at local, sub regional and
regional levels. One North East has through its Strategy for
Success Programme and the Regional Economic Strategy
(RES) put in place some very strong building blocks. Business,
however, is driven by project opportunities and the success of
Renew Tees Valley to date has been the project development
focus, being willing to support changing and developing market
interests across the range of technologies and opportunities in
Tees Valley. It has not engaged in policy development
specifically. One North East offers support through technology
development and sector support, which tends to focus on early
stage development rather than near market opportunities. One
North East, however, recognises the value of the latter and
thought is being given to a regional body that would concentrate
on market based project development.

How to marry the further development of the Tees Valley USP,
with all its local integration opportunities, with a regional
perspective and a technology and sectoral focus, which is also
clearly necessary at that level, needs to be thought through.

The Renew Tees Valley remit does not currently cover the low
carbon agenda in its widest sense as presented in this paper.
There is no one Tees Valley organisation that does, and it could
well be wrong to mix policy and project development sub
regionally, just as the North East is seeing the need to separate
out the two ‘functions’ regionally.

The creation of Tees Valley Unlimited offers the opportunity to
develop the integrated policy agenda — economic, physical
educational and social, through the Joint Strategy Unit, thereby
creating and supporting the leadership that is required.

Dedicated organisations such as RTV and TVR, and the local
authorities can work under that umbrella and with the regional
organisations such as CPI and NaREC and in the case of RTV,
working with companies from across and possibly outside the
region in particular market opportunity areas (such as bio-fuels,
bio-mass, carbon capture, storage and waste to energy and key
areas of recycling).

creating a critical mass of activity, of businesses who interact
and intertrade is also vital. The industrial history of Tees Valley
is characterised by companies that developed here and had a
vested interest in the economic health of the area. With the pull
out by ICI and take-overs by international companies, that
vested interest, beyond individual plant profitability, has been
largely lost. The large scale energy investments that are under
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(v)

development are critical to replacing that local interest, along
with the investment in bio-fuels.The prospects are very
promising but the growth of new start companies and the
attraction of inward investment needs to remain a priority.

the infrastructure needs referred to in section 6 will be a real
barrier to further development unless addressed. The principal
ones are transport, land and skills. The assessments currently
underway into both road and rail needs, led by the Joint Strategy
Unit, are taking into account the investment prospects. The
implementation of the conclusions of those assessments is
essential to the attraction of investment and to the creation of
the critical mass.

The availability, not only suitable sites but also of premises, and
the availability of people who are skilled, motivated and see the
opportunity in a positive light are, of course, equally critical.
Both need to be seen as essential priorities.
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8.

8.1

8.2

8.3

8.4

NEXT STEPS

It has to be emphasised that the thoughts contained in this report are still
initial ideas and need to be subject to further discussion and refinement. They
do, however, suggest that there are a range of actions which could be taken
to take forward the thinking outlined.

These actions fall into three broad categories:

) Collective understanding

i) Specific opportunities

iii) Delivery mechanisms

Collective Understanding

The main points raised in this report need to be opened to wider discussion to
see if there is a consensus and collective understanding of what is
highlighted.

In summary they are :

- the scale and nature of the opportunities opening up in the energy
and recycling sector.

- the need to demonstrate the economic importance of those
opportunities to the local community in terms of sustaining existing
industries and opening up of world markets.

- the need for leadership and motivation to achieve that.

- the value of the integration of the process, energy and
environmental sectors in Tees Valley and the linkages that are
emerging.

- that integration, the USP, should be built on.

- the view that Tees Valley should focus on and become a test bed
and an area of expertise in deployment and application of new
energy technologies, with a concentration of specific areas of
opportunity in ‘organics’ and the hydrogen economy — the aim being
to create an area of confidence for new investment.

- that the integration should extend beyond opportunities for industrial
symbiosis to commercial / residential regeneration and development
of community based opportunities, planning and regeneration

policy.
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the need to meet infrastructure and skill development needs and to
break barriers in order to create a critical mass.

the opportunity to develop specific educational specialisms at the
University of Teesside, the FE Colleges and with private sector
providers such as TWI and TTE, and business support specialisms
through Business Link, the Chamber, FSB and the local authorities.

the continuing need for market based project support and the
marrying of that support at Tees Valley and regional levels within a
wider low carbon strategy.

8.5 The way forward could be to convene one or more tight workshops to confirm
or otherwise revise and amend those conclusions.

8.6 As emphasised, the need for leadership and motivation is fundamental to
developing the energy agenda. Energy is a complex issue, with conflicting
views generating growing emotions. Progress will only be made when there is
a shared understanding of what is emerging and agreement on an overall
approach. Putting that leadership in place needs to be a priority.

Specific Opportunities

8.7 A number of specific opportunities look to be worth following up:

)

ii)

pipeline assessment — there is currently no available
assessment of what spare capacity there might be, what the
future life expectancy might be, what bottlenecks there may be
and whether additional tunnel capacity is required.

the opportunity is being considered for a CO2 pipeline network
to capture waste CO2 — there is no business case yet developed
to demonstrate how far that should extend.

similarly there is no business case for a possible extensions and
use of the existing hydrogen network or whether a syngas
network would be viable.

an examination is underway into the business case of a bio
refinery at Wilton — the outcome of that will need following up.

a defined technical and financial assessment of the potential
feedstock linkages between projects mentioned in this study is
required to determine the viability of the opportunities
mentioned.
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a de-risking analysis could be undertaken to identify ways of
reducing engineering risk and improving the consequent quality
of financial decision making.

an assessment of potential high level hydrogen users who might
be attracted to the Tees Valley to help build the business case
for expanding hydrogen generation beyond current levels.

an assessment of the value of registered power zones and the
potential for designating one or more of those in Tees Valley.

the examination of the practicality and benefits of establishing
community based energy companies as Esco’s and whether
these would be valuable in one or more areas of Tees Valley,
(perhaps with subsidiary trading or service social enterprise
companies), and also what the scope might be for any local
authority involvement and private sector investment.

an examination of the opportunity for the University of Teesside
and FE Colleges to develop specialisms in assessing and
supporting (through research, training and consultancy) the
deployment of energy and recycling technologies, particularly in
the bio chemistry, bio engineering, waste to energy, recycling
and remediation fields, and also to examine how to work in
conjunction with the proposed national centre of excellence for
the process sector (particularly if located at Wilton) and the
Sector Skills Councils.

an examination of what demonstration opportunities for the
public and companies could be included within projects currently
in prospect and whether a systematic approach/ strategy should
be developed.

Delivery Mechanisms

8.8

8.9

The delivery mechanisms that have been put in place to date: CPI, RTV,
NaREC, TVR, and Business Link, have been remarkably effective in realising
what the emerging opportunity is, but that needs to evolve to help Tees Valley
really move on, particularly as other areas of the country are picking up on the
models that have been developed in the North East.

One North East has established an Energy Leadership Council which will be
focussing on the changing technologies.One North East is also giving
consideration to the creation of a single North East Energy and Resources
Body, which would sit alongside the Northern Defence Initiative and the
Northern Offshore Federation, to both promote the region’s capabilities and
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support project development. The intention would be not to have any specific
sub-regional focus.

8.10 Looking from a Tees Valley perspective, the argument put forward from this
study is that the USP of Tees Valley — the overlapping integration between
sectors and sub-sectors — needs to be promoted and married to the regional
perspective. That suggests:

(@ the need for a project focussed, Tees Valley focussed organisation
such as Renew Tees Valley to continue

(i) consideration needs to be given to combining that role with a
regional role in order to help deliver One North East's regional
objectives

(i) that regional role could either be based on the current range of

functions carried out by Renew Tees Valley or be focussed on
selected technologies or sub-sectors such as clean coal, liquid bio-
fuels and large scale biomass and waste to energy which are the
current strengths

(iv) one of the reasons why Renew Tees Valley has been successful
has been because of the relatively tight knit character of Tees
Valley — extending that to the North East as a whole would mean a
significant enlargement of the current team and perhaps some form
of hub and spoken structure. A more selective regional role is more
likely to be successful built around the current strengths, but
perhaps also including being the base for a North East REMADE
network (REMADE Network UK is a group of regional programmes
that share the common aim of developing markets for recyclable
materials) which would tie in with the NISP regional programme that
is run from Tees Valley by the University of Teesside, and perhaps
linking with a Clean Coal Institute which is an initiative also under
consideration.

(v) within Tees Valley, whilst a project focus ought to remain,
leadership is required on the wider low carbon agenda looking at
how planning, training and education regeneration and procurement
policy can be bought together to help create the motivation and
climate of confidence for investors that is the wider opportunity.

(vi) that leadership requires, ideally, an individual with a credible
technical background who is able to communicate, push and
promote in both political and commercial circles.

(vii) Tees Valley Unlimited should examine how the energy and
recycling opportunities fit within the climate change action plans that
are being produced by the local authorities and whether a Tees
Valley strategy/action plan, along the lines of the Greater London
Action Plan is required.
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