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Executive Summary

Halite Energ Group is seeking to develop an Underground Natural Gas Storage Facility at
Preesall in Lancashirélpto 19 caverns would be individually designed and constructed,
deep underground and used for the storage of u@@® million cubic metres of natural gas

The project represents a significafi600 million injection® of private sector investmerinto

the UKand localeconomy with the construction and commissioning phase spanning Some
years and yielding many employment opportunities for local residentd aontractors.
Once operationah permanent baseof staff will be required.

Preesall is located ithe rural west of Wyre district, but close to themajor urban area of
Blackpml and smallersettlements of FleetwoodndPoulton le Fylde

Deprivation in the Blackpool, Fylde and Wyre area is signifioaith pockets of intense
deprivation in inner Blackpool argkveral areas oFleetwood The evidence points to an
area largely locked intalow wagelow value economy, and a recognised need to stimulate
additional economic activity.

There are currently 11,800 unemployed residents in the Blackpool, Fylde and Wyre area and
around5,700claimingeither Job Seekers Allowan¢@SApr Employment Support Allowance

in the immediate vicinity of the Preesall gite Across Lancashire as a whole there are
currently 3,000 JSA claimantsho are registered as seeking jobs in construction sectors.

The nore general hallenge for Lancashir@ a S O 2 ytReY pressihgi need for
diversification Both data and policy sggst an overeliance on public sector employment
and a variety ofower value sectors, and significantdifficulty in attracting pivate sector
investment to the area.

Construction& Commissioning?hase Impacts

£600 millioncapital investmentri context..
- It cost £79 million over 5 years to build the neWembley Stadium
- It cost £690 million to build th&174 extensionin Glasgow
- It cost £600 million to develop thérafford Centre(£750 million in current prices)
- ltrecently cost £500 million toonstructt | NAS & G / KAt RNB yinManchester LIA G | €

- Equivalent to the construction &0 secondary schooldased on the recent Building Schools|for
the Future Programme

A large volume ofanstruction jols will be supportedthroughout an eight year period fom
late 2012 onwards, with activity peaking in 2014 and 20 works span aange of
conventioral construction contracts likelyto be sourcedvery locally, plus pgecialist
equipment and services sourced from further afield in the UK.

! Taal capital expenditure is currently estimated at £660 million inclusive of contingencies, although an element of goods
and services (estimated at £60 million) are likely to be sourced from overseas.
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At UK level, it is estimated thatt its peakthe construction project will support 1,05l

time equivalent (FTE)bs within lead Tier 1 contractorsA further 1,830 jobs will be
supported at the UK levethrough indirect supply chain impagctahile 170 jobs will be
supported through induced impacts (via workers spending their income in all parts of the
economy). This gives a total peak impact of 3,050 FTEs during the construction phase

The averagenumber of jobssupported by thedevelopmentthroughout the eight year
periodat a UK levelill be 1,200FTEger annum This metric provides an indication of the
level of employment that will be sustained throughout the full construction and
commissioning phases.

We have estimated how many olfie constructionphase opportunitieswill be taken by
Lancashire residents, thoseithin the Blackpool, Fylde and Wyre ar@ad a more local
impact arealt is estimated:

1 510 FTHobs in the peak year will béaken by Lancashire residenfsr 17%of the
total UK impac)t The average benefit for Lancashire residents throughout the eight
yearconstruction and commissioning phasél be 240FTEs

1 380 FTE# the peak year will be taken hesidents of the Blackpool, Fylde and
Wyre area The average benefibf residentsof this sub areahroughout the eight
year period will bel75FTEs

1 230FTEsn the peak year will be taken by local impact area residentg%8tof the
Lancashirdotal). The average benefit fdocalresidents throughout the eight year
period will bel10FTEs

The majority of the jobs taken by Lancashire residents will be in construction related sectors
and their supply chaindcross Lancashire aently there are3,000unemployedresidents
seekingconstruction related occupations

Summay of total construction/commissioning jobs supported
(includes indirect and induced multiplier effects)
In thePeak Yeaf2015/16) In a typical year throughout the 8 year
build programme

Whole ofUK 3,050 1,220
Lanashire 510 240
Blackpool, Fylde &/yre 380 175
Local Impact Area 230 110

Comparison with the recently constructed. ONHolford gas storagdacility in Cheshire
confirms ourestimates on theshare ofbenefitslikely to accrue to local resident¥his 160
million cubic metre scheme coshaestimated £220 million to construcEvidence shows
that E.ONplacel a range of large scaleontractswithin Cheshire andGreaterManchester
including basic civil engieegng works, brine infrastructure works and
automation/instrumentation systems.
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Operational Phase Impacts

Direct Operator Enployment

Current expenditure profiling from Halite Energy suggests there will be ar8GrETE on

site employeesduring the operational phase of the facility, which will span at least 40 years.
This has been verdd through comparison with the existing workforce at the Holford
scheme Based on the staffing structure at other underground storage facilitiesestimate
operational employment Wl comprise 5 FTE management staff14 FTE
engineers/techniciansl2 FE shift operators4 FTE administrative staff

We expect all of the operational staff to be sourced from within Lancashire. Based on
existing travel to work patterns for engineering professionals, we expect about 50% of the
operational workers to residaithe Blackpool, Fylde and Wyre area.

Indirect and Induced Employment

The facility will also buy in certain activities in its operational phase, including equipment
maintenance and security for the site. This will create business opportunitieodal |
suppliers which will in turn generate additional employment. We estimate these contracts
could support an additional0 FTEsoverall, of which30 FTE postsvould be within
Lancashire, 25 FTE posts within the Blackpool, Fylde and Wyre area and@@tSMithin

the Local Impact Area.

The local spending of workers at the facility would also support additional employment
through induced effects, although these are expected to be relatively modest. We estimate
induced effects could support an additial FTE& Lancashire and the Blackpool Fylde and
Wyre area, half of which would be within the Local Impact Area.

Business RtesImpact

Proposals are still emerging from UK government on new models of local government
finance. One proposal likely to bmplemented is some form of business rate retention
scheme where local areas rétiaan elenent of any uplift they acl@ve in their local business

rate base. The Preesall gas storage scheme could yield a significant uplift in local business
rates, althoughwe do not yet have sufficient information to quantify this impact.

Maximising Local Impacts

Halite Energy has made a clear commitment to maximising local economic benefits
wherever possible through its own activities and procurement patterns, and thoskeeof
eventual operator. Firm proposals are still being worked up, but are likely to include:

1 Information eventsfor local businesses/business support groups to raise awareness
on the types of contracting opportunities that may emerge.

1 Extensive outreach war with local collegesto ensure they are aware of the
occupational characteristics of the likely labour force and can tailor their provision
accordingly.
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1 Adopting alocal construction charterwhich may involve:

u Partnership arrangements with local job sefa agencies to ensure those in
need of employment are aware of and can access emerging opportunities.

a Local labour recruitment and procurement protocols written into main first
tier construction contracts

1 Extensive outreach work withocal schools to ensure the project (at both
construction and operational phase) is used as an educational resource.

A £600 million capital investment represents a vast injection into the UK and local economy.

The mechanisms outlined above will be vital in ensuthg maximum value is captured
locally.
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Introduction

Halite Energy Groujs seeking tadevelop an Underground Natural Gas Storage Facility at

Preesall in Lancashirélpto 19 caverns would be individually designed and constructed,
deep undergroud and used for the storage of up 890 million cubic metres of natural gas.

Gas distribution pipelines and connections to the wellheads and a pipeline that links the

facility to the National Transmission SystéMTS)at Nateby (12 kilometres to the east)

would also be constructed.

Regeneris Consulting have been appointed to quantify likely economic impact of the

project. Regeneris Consulting is an independent economic development consultancy with

offices in London and Manchester.

This report assesséise following types of economimpacts

1 Jobs in the onstruction and commissioningohase The project represents a
significant£0.6 billion injection of private sector investment into the WAd local
economy with the construction and commissioning phaganning some 8 years.

Underpinning this will be a significant design, development and construction

programme credhg employment opportunitieshroughout the duration of works.

1 Long term @erational and maintenancgobs. The ongoing operation of the stage
facility will create permanent employment opportunities a range oengineering,
technician and associatddnctions The facility has an estimated operational life of

40 years.

In assessingpoth of the abovewe have includednducedemploymenteffects that emerge
viathe expenditure patterns oémployees. In the case of the long term operational impacts,
we have also analyseihdirect corporate supply chain expenditure on the part of the
eventual operator. The inclusion of induced and indireatltiplier effects is standard

practice in economic impact analysis.

The reportassesseshe scale of impadt for residents of thaJK, and then thdollowing

three impactareas:

1 Lancashirethe County of Lancashimeclusive of its unitary authorities

1 TheBlackpoolFylde and Wyrsub-area

1 A Local Impact Area: this area has been defined using a combination of the spatial

charactersubl NI & RS&AONAOGSR Ay

2 8 NB

. 2 N2 dz3 K

the Fleetwood, Cleveleys, Thornton, Pouli@aFylde and Rural Westcharacter

areas.

Fgure 1-1 shows theBlackpoolFylde and Wyrsub-area and LocahipactArea.
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b Preesall Underground Gas Storage Facility : Socio Economic Impdcts

Figure 11: BlackpoolFylde and Wyrsub-area and Local Impact Area
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2. LocalEconomicContext

Lancashire

2.1 Lancashire is a polycentric economic area comprising a number of discrete nodes of
population and economic activity spread across 14 local authority distrittis home to
around 38,500 businesses employing just under half a million peoplet inn @ G KS / 2 dzy
economy generated £20bn in GVA, equivalent to around 17% of total GVA in the North
West.

[e=tN
(V)
Z
rd

22 [lyOFrakKANBQa SO2y2Yeé 3INBg o0& moe: Ay NBI
substantiallybelow the rate of growthin the UKas a whole(22%) and below the rate of
neighbouring city regions such as Greater Manchester (Es%)the North West average
(14%) Data onGVA per head, which offers a clearer picture of the productivity of the sub
regional economyand its structure shows thatLan¢ &8 KA NBQa LIl2aAlGA2y KI &
relative to the UK average. GVA per head in 2000 was equal to 80.7% of the national
average but this has now slipped to just 76.4% in 2009.

Employment

2.3 Lancashire has seesome employment growth in the last decade, equéve to around
28,000 jobs (or 6%) Employment growth coupled with the comparatively sluggisbwth in
GVA implies thamuch of the employment gains haween inlower value sectorsactivity.
ABI data shows that the greatest employment growth between®@fd 2008 was in the
public sectoywhich added 35,000 new jobs over an eight ypariod, while other sectors
such asnanufacturing lost jobs at a significant rate.

Figure 21 : Main Employment Change Sectors (22009)

Other services
Public Sector
Banking, fin & insurance
Transport & comms
Distn, hotels & restaurants
Construction

Manufacturing

-30,000-20,000-10,000 O 10,000 20,000 30,000 40,000

Source : Annual Business linylBusiness Register Employment Survey

2.4 The public sector now accounts for more employment than any other sector in Lancashire
(30%) and a higher share of employment than the national average (28%). This leaves the
sub region particularly vulnerable faublic sector cut backand means that it will need to

% This includes the Unitary Authorities of Blackburn and Blackpool
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2.5

2.6

2.7

2.8

29

2.10

2.11

2.12

significantly increase the rate of job creation in the private sector if it is to es@igral
years of negative or static employment growth.

Local Policy

The need tadiversify the economy of Lancaskirand create more jobs in the private sector
features prominently in thé.ancashir&conomic Strategy/Framework of Priorities (2010)

din recent years, too much of Lancashire's growth has been dependent on public investment
programmes, with more than 25%f the subregion's wealth and 30% of all employment
accounted for by public services. By contrast, only 20% of Lancashire's economic wealth is
currently created by high performing private service sectors, compared to nearly 40% in
Manchester and just ov&0% in Liverpool.

GThis imbalance in Lancashire's econeb@ise must be addressed. All public sector
partners in Lancashire need to become more business friendly, and work more effectively to
create the conditions that will help attract and retainiyate investment and jobs in high
value sectors.

The Strategy sets an ambitiotegget of increasing GVA by i8over the next ten years and
creating nearly 40,000 new jobs, with more than 15,000 of these in high value sectors.

Blackpool, Fylde and Wyré&ub Area

The Blackpool, Fylde and Wyseb-areaof Lancashirés home to around 12,000 businesses
employing 129,000 people. Itis a key part of the Lancashire economy but faces a number of
challenges. GVA data is not available for the Fylde Coastartehe Multi Area Agreement

for the Fylde Coasdrea(200811) indicates a deicling GVA contribution over thgast two
decades and an economy characteriseddyy skilled, low pay occupations

The Fylde Coastas notexperiencedhe large increases in erfgyment seenelsewherein
Lancashire.ABI and BRES data shows that employment levels have fluctuated singe 2000
but by 2010, the total number of people employeas still at its 2000 levelhe reliance on
public sector employment is even greater in tBéackpool, Fylde and Wyrarea than
elsewhere in Lancashiryith the sectoraccounting for 33% of jobs compared to 30% in
Lancashiras a whole.

The Blackpool, Fylde and Wyre sub area experiences profound labour market challenges,
particularly in Blackpdpwhere the key industry of tourism has been in decline for many
years. The town has also suffered from a lack of private sector investment in other sectors
and a low skilled population. This has resulted in high levels of worklessness and a low
employnent rate ¢ the employment rates in the Blackpool, Fylde and Wyre sub area was
70% in 2011 compared to 72% in Lancashire as a whole, however this falls to 67% for
Blackpool.

The proportion of the working age population claiming job seekers allowanceigralater
in the Blackpool, Fylde and Wyre sub area; 4.7% as a whole and 7.4% in Blackpool. This
compares to a rate of 3.5% in Lancashire. The highest claimant rates occur in those parts of

* Lancashire Economic Strategy, 2010, Framework of Priagitiaacashire County Council.
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2.13

the sub region experiencirtggh levels of deprivationwhich ae predominantly in the inner
areas of Blackpool and within Fleetwood (see FiguBeA).

Figure 22 : Indexed Employment Change (22I0L0)

115
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e=m=| ancashire  ====BF\W Area Great Britain

Source : Annual Business Inquiry/Business Register Employment Survey

In 2004 Blackpool was ranked"24nost deprived local authority area out of 354 across
England. By 2007 this position had worsened to th& mdst deprived areaThe Action Plan

for Sustainable Growth (Report for the Blackpool Task Force, 2007) notask aof
diversificationin the Blackpool, de and Wyre economic aremdemphasisethe negative
impact of a declining resort economy which has long supported seasonal employment and a
low proportion of higher order occupations. A lower quality visitor offer, combined with an
increasingly outdaté infrastructure and housing market imbalance puts pressure on the
area to attract private sector investment.
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2.15

2.16

2.17

Figure 23 : Index of Multiple Deprivation (A)
&

Index of Multiple Deprivation
CLG, 2010
90 to 100% least deprived in England
80to 90
70to 80
6010 70
50 to 60
40to 50
30to 40
B 201030
W 10t020
W 0 to 10% most deprived in England

oPoulton-le-Fylde

+Blackpool

*Kirkham

~LythamSt. Anne's

# *Bamber Bridge
fad

Source : Index of Multiple Deprivation/CLGr

Locallmpact Area

The Local Impact Area comprigs (i) the urban west of Wyre district comprising the coastal
towns of Cleveleys, Fleetwood and Thornton and the market town of Poidtéylde
(which taken together compris&/1% of the population of Wyrg and (ii) the area
characterised in the current @ Strategy as the rural west.

Most parts of the Local Impact Area are within aZlbminute drive time of the proposed
Preesall gas storage facility.

Wyre has an average ranking for deprivation compared to other local authorities in England,
however trere aregeographical inequalitieparticularly between urban and rural areas.
Whilst areas of Poultote-Fylde are amongst the least deprived in the country, the Index of
Multiple Deprivation 2010 (see Figured® indicates that a number of areas in Fleetw are
amongst the most deprived, most notably Mount and Pharos wards, large parts of which are
within the worst 10% nationally.

The main character areagthin the Local Impact Areare:

1 Fleetwoodwhich is situated at the head of the peninsuila the weg of the River
Wyre. It had a population 027,600 in 2010 and evolved from the late 1830s
onwards The town experienced subsequent periodsegpansion particularly in the
1920s/30s and 1960s bugs has been the case with coastal towns nationally, a
period of economic and tourist decline has occurrBdspite the decline of deep sea
fishing and the ending of ferry services to Northern Ireland port relaetivities
such as food processing remain

Pagel0



1 Cleveleyswhich has largely developed since the late mdeath century, benefiting
TNRBY (KS LRLIzZ I NRAGEe 2F GKS GNI Ygle aegadasSy
character also reflects suburban expansion eastwards from the 1950s onwards.
However the tourist role has declined since the 1970s as foreign gslidareased
in popularity and affordability.

1 Thornton which has an industrial past, stemming from growth of the chemical
industry at Burn Naze at the end of the nineteenth century. This developed into the
ICI Hillhouse complex, which covered a signifigeagraphical area immediately to
the west of the River Wyre between Burn Naze and Trunnah. This facility closed in
the late 1990s leaving a legacy of vacant and contaminated land, which is now a
major focus for regeneration. Despite the industrial legattyere are notable
environmental assets including the Wyre Estuary Country Park, which can be
accessed at Stanah.

1 Poultonle-Fylde which is an attractive and historic market town with a population
of 18,700 in 2010, nestling to the south west of the RM&re. The centrepiece of
the compact town centre is the Grade II* Church of St Chad, which adjoins the town
square.

1 The Rural West which together withmuch of the Central Rural Plain of Wyre, is
known locally as Over Wyre. The Rural West area compaisediection of villages
immediately to the east of the River Wyre with a collective population of around
10,200 in 2010. These include, from north to south, the main commercial centre of
Knott End, along with Preesall, Stalmine and Hambleton and aresbb@éthin open
countryside of a generally low lying nature. Agriculture forms an important part of
the local economy and a number of caravan parks are also present.

Figure 24 : Index of Multiple Deprivation (B)

Index of Multiple Deprivation
CLG, 2010
90 to 100% least deprived in England
8010 90
70 to 80
6010 70
50 to 60
40 to 50
301040
B 201030
W 101020
B 0to 10% most deprived in England

*Thornton

oPoulton-le-Fylde

Source : Index of Multiple DeprivatiddLG
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2.18 The median average annual earnings for-tiale employees in 2010 in Wyre was £21,899
which was 10% below regional and 16&tow national figures When parttime employees
are also taken into account, the overall median average for Wyre reduce$t@%l, which
is a more substantial 16% below the regional and 21% below the national average (ONS,
2011).

2.19 There are around 7,600 people claiming out of work benefits in the Local Impact Area
equivalent to 14% of the working age populatioriThis include<,000 people claiming
Employment Support Allowance (formerly Incapacity Benefit) and 1,700 people claiming Job
Seekers Allowance (JSA). Levels of inactivity are highest in the most deprived parts of the
Local Impact Area, imd around the town of Fleetwad wherearound20% ofworking age
people claim out of work beriits.

220 Ly GSN¥xa 27F SO02y2YAO NBySglf 0§KS OHeNNBy i
modernisation of traditional local economic sectors including port related activities and
tourism must k@ encouraged, whilst recognising the needdigersifyi KS SO02y2YA O o
(p.21).
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3.

3.1

3.2

3.3

3.4

Construction PhaseEmployment

For the purposes of this assessmepteliminary preconstructionworks are assumed to
start in late 202 (subject to gaining all necessary planning consentisg cbnstruction
period would start in 2013 with thenobilisation of contractors and preparatory works,
including the establishment of work compounds, construction of the main acces3andd
the provision of temporary footpaths.

The process used to create caverns in salt is knovésastion mining. This technology has

been used at locations across the world to construct underground storage caverns in areas
where there is a thick, high quality layef salt beneath the surface. Water is pumped
through a borehole and used to dissolve the salt in a process called cavern washing. A large
supply of water is needed to do this which would be taken from Fleetwood Fish Dock and
then piped to the Preesallts. A typical gas storage cavern would be cylindrical in shape and
the top approximately300 metres (1,00 feet) below groundThere would be up to 19
caverns at the Preesall site which, in total, would tageo eight years to complete.

The project woud also require a number of buildings to be built above groasdollows:

1 Seawater Pumping Stationthis single storey facility would enabssawater to be
taken from Fleetwood Fish Dock to the site fse in the cavern creation process.

1 Security and Saport Facility.

1 Booster Pump Statiom this would include a Dérining facility needed to treat
saturated brine produced as a result of the cavern creaficotess and would also
house the control centre for thecheme

1 Wellhead Compounds once operationh these seven low structuresould be
screened by earth mounds and planting.

1 Gas Compressor Compouncdhis highly secure compound would be tsarting
point for the gas before travelling through the pipelines to tMiES aNateby.

Threefurther elementsof key infrastructure are

1 Brine Discharge Pipgafter seawater has been used in the cavern creation process,
the brine would be returned by pipeline under the River Wyre to the Bod3tenp
Station. The brine discharge would then be conveyed througipealine to a point
approximately 2.3 kilometres offshore.

1 Gas Pipe; a linear gas pipe will carry gas eastwafdsn the site to the National
Transmission System Metering Station at Nateby.

® A new road is proposed from the A588 ttee site, as well as tracks linking the access road to the main buildings and
wellheads
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3.5

3.6

3.7

1 Underground electricity cables would be constructéwm the United Utilities
switchgear in the Stanah Switchyard to fw@posed Gas Compressor Compound.

Construction Costs

It is currently estimated thatthe schemewill costin the region of £0.66 billion to deliver,
although an element of goods and servicem (estimatel £60 million) are likely to be
sourced from overseas. Total UK expenditure is therefore likely to be in the reghk600f
million, inclusive of contingencieExpenditure will peak in 2014 and 20T&ble 31 shows
the phasing and breakdown of expendiubetween 2012 and 2018. This is a condensed
summary of constructioactivity for the purposes of thieeport. The impact modelling itself
was based on a more detailed breakdown of constructigpenditure

Table 31 : Estimated UK Construction CostadRcial Years) m n n201Q arigzes
2012 (2013 2014 2015 2016 |2017 |2018 |Total

Project Preparatiomnd |, 5 555115 900/ 6,000 | 6,000 | 6,000 | 5,000 | 5,000 | 57,700
ongoing Professional Fees

Constructioncosts 0 15,800 97,800 |125,400 17,600 13,800 9,900 | 280,300
Gavern Creation & General , ) | g 550 | 57.200 | 78,900 146,600 45,100 30,600 | 267,600
Contingency

Total 18,000 36,700 | 161,000|210,300 70,200 63,900 45,500 | 605,600

Source : Halite Energy

Comparison with the recently constructed E.ON Holford gas storage yfaciliCheshire
confirmsthe realism of this expenditure profilerhis eight cavern/160 million cubic metre
scheme cost an estimated £220 million to constr{ict2010 prices)

Methodology for Calculating Employment Impacts

Thebroad approach involes establishing themploymentimpacts at a UK level and then
estimating what prportion of theseimpacts will be taken by residents of the various impact
areas. In establishing the UK impadse also Appendix Ahe main sepsare:

1 Eachstage of theconstruction processs assigned to a 2007t&dard Industrial
assification (SIQ@odeeg. the construction of gas wellhead facilities is assigned to
the SIC 422 (construction of utility projecte)sing Annual Business Survey data, the
proportion of expenditure which is ®oss Value Added (GVAand the proportion
which is bought in goods and serviégegstimated.

1 For that proportionof construction spendvhich is GVAGVA per FTE the relevant
SIC code is used &stimate the employmenimpact

1 For that proportion ofconstruction spendvhich is deployed in bought in goods and
services
a Each category of construction spead bought in goods and servic€gable

3-1) is assigneé Product Code from th&@ 2 @S NJ/ Y Sigpit-Qutput! Y

® GVA is the element of turnover within a firm that is available for distribution as wages and profits. It is total turssver le
the amount spent on bought in goodsd services.
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table. The InputOutpu table identifies how the value of expenditure in any
one Product Code translates into expenditure in ather sectors of the
domestic economy.

U Each relevanProductCode has been matchad a 2007 SIC codand as
above turnover per FTE in differtei®IC codes is used to estimate the
employment value of this component.

3.8 In order b apportion theUKimpacts b the various impact areas thgroportional share of
UK employment in each of the Product Codes in each area was calculated. This proportional
shae was adjusted to account for both (i) local sourcing evidenocen fthe Holford
construction programmend (i) known sectoral specialisms in each locaisrmeasured
through Location Quotient (LQ) analysis

3.9 To calculate thénducedemploymenteffect, median salaryRI G FNRY (KS 320@S
Annual Survey of Hours and Earning (ASHE) was matched to the employment levels in each
category of construction cost. ThBamily Expenditure Survewas used toestimate
additional total spend for eachadditional worke, with local retail data being used to
determine the share ofhis additional spend flowing to each of the identified impact areas.

Turnover per FT the relevant sector was used to derite¢al induced employment

3.10 An additional category of expenditure that of visiting workers on the local hospitality
sector - will also yield employment impacts. Wi not yet have sufficient information to
model these effects.

3.11 Construction jobs will be supported throughouain eight year period from late 2012
onwards, with activity peaking in 2014 and 2015.

3.12 At a UK level the construction phase impacts peaR,@50full time equivalent posts (FTES)
in 2015.This figureis the total UK employment impact andcludes both induced impacts
(via workers spending theincome in all parts of the economy) and indirect supply chain
impacts. It is not limited to an assessment of -gite jobs.The averagenumber of jobs
supported by the development throughout thehole of theeight year period will bd.,200
FTEper annum(see Figure4)).
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3.13

3.14

3.15

3.16

Figure 31 : Phasing of UK Construction/Commissioning Impacts
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Calculations by Regeneris Consulting

Via the methods set out at Paragraph 3a& have estimated how many of the construction
phase opportunities will be taken by Lasb&e residents, those within the Blackpool, Fylde
and Wyre area and a more local impact area.

We estimatethat 510 FTE jobs in th@eak year will be taken by Lancashire residents (or 17%
of the total). The average benefit for Lancashire residents througkthe eight year period
will be240 FTEs

This share of employment appears reasonable throughpaomon with the recent Holford
construction programme. We understand that up to 45% of the construction budget was
deployed on local contractors within th€heshire, Warrington and Greater Manchester
area, including:

1 A. E. Yates Group (Boltonho were subcontracted to carry out ground works,
foundations and building works at the site

1 Dutton Contractors (Middlewich, Cheshire): responsible for the insiafiabf a
vertical groundbed cathodic protectigystem

1 Murphy Group (Warrington): contracted to provide detailed design of the water and
brine infrastructure requirment

1 ABB (Daresbury, Halton): provided the automation system which controls the import
of gas into the caverns. ABB was also contracted to supply telecommunications
equipment including surveillance, security and access control systems

1 Pepperl and Fuchs (Oldham): supplied safety isolated barriers for the facility. This
equipment provided an imrface between the devices installed at the facility and
the safety instrumerdtion system.

Some380 FTEm the peak year will be taken by residents of the Blackpool, Fylde and Wyre
area. The average benefit for residents of this sub area throughoutigte gear period will
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be 175 FTE®230 FTE® the peak year will be taken by local impact area residents (or 45%
of the Lancashire total). The average benefit for local residents throughout the eight year
period will bel10 FTEs

Table 32 provides a smmary of how these jobs break down for each of the impact areas (in
terms of Tier ontractor jobs indirectsupply chain joband induced jobs).

At UK level, the construction project will support 1,050 full time equivalent (FTE) jobs within
lead Tier 1 ontractors. A further 1,830 jobs will be supported at the UK level through
indirect supply chain impacts, while 170 jobs will be supported through induced impacts (via
workers spending their income in all parts of the economy).

Table3-2 : Summary offotal Construction/Commissioningbbs Supported

Total FTEs supported
In thePeak Yeaf2015/16) In a typical year throughout the 8 year
build programme

Whole ofUK 3,050 1,220
Lan@ashire 510 240
Blackpool, Fylde & Wyre 380 175
Local Impact Area 230 110
Of whichTier 1 Jobs
Whole ofUK 1,045 430
Lanashire 420 200
Blackpool, Fylde & Wyre 320 150
Local Impact Area 195 100
Of whichindirectSupply Chairobs
Whole ofUK 1,830 720
Lan@ashire 35 15
Blackpool, Fylde & Wyre 25 10
Local Impact Aga 20 5
Of whichinduced Jobs
Whole ofUK 175 70
Lanashire 55 20
Blackpool, Fylde & Wyre 30 10
Local Impact Area 15 5

Source : Regeneris Consulting

Comparisons with other Capitalnvestment Projects

The scale of thejob numbers in Tabl&-2 is largely a function of the scale of capital
expenditure, which, at 88m, would represent one of the largest single investmemjects
in Lancashire in recent years.

A total of 3,050 jobs are estimated in the peak year, both on and off site and aceo&iKth
as a whole. Some 500 of these are estimated to accrue to Lancashire residents.

Comprehensive (and robust) economic impact assessments of major capital investment
schemes are relatively rare. We have identified a number of the more rigorous assessment
as follows:

1 Published data on the odtirn employment impacts of the £690 million M74
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extensionin Glasgowsuggests thatmpacts peaked asome 900 construction jobs
This figure is for osite impacts only.

1 Published data on the ottrn effects ofthe £130 million Millennium Stadium in
Cardiff suggests that esite impacts peaked at some 1,200 construction jobs.

1 The £1,400 million Stratford City (retail, leisure and office) development was
estimated to have created 4,000 gite jobs at its peak.

The above suggests thatr estimates for the totality of employment impadsross the UK
of the Preesall projedfon and off site) areompatible with the findings of research on other
major investments.
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Long TermOperational Employment Impact

Current expenditure profiling frordalite Energysuggests there will be arour@b full time
equivalent enployees during the operational phase of the facilitye facility is estimated to
have a lifespan of arourdD years after which ime.

There are 20 full time employees working at the Holford facility which became operational in
2011 and has a considerably smaller capacity than that proposed at Pre€kallHolford
facility has a operational staffing structureof a management team of three, eight
engineers/technicians, seven shift operators and @dministrativestaff.

For the purposes of this assessment, it is assumed thasphieof different job rolesat the
Preesall facility will be itine with that at theundergroundstoragefacility in Holford. This
would imply the followingoreakdownof staff at Preesall:

1 5 FTEmanagement staff (all with an engineering background)these employees
oversee operation and production. They ensure that all site strategy is smoothly
implemented and that all activities are planned, audited and controlled to meet all
legal, statutory and commercial requirements.

1 14 FTEengineersitechnicians responsible for ensuring that equipment is maintained
and ensuring safety guidelines are adhered fthese employees also advise on how
technology/equipment could be improved or updated.

1 12 FTEshift operators. responsible for controlling production and ensuring the facility
meets operational trading requirements.

1 4 FTEadministrative staff: to oversee dldayto-day administrative matters.

Almost all of the operational staff at Holford have been recruited from within Cheshire, due
in part to the presence of ICI and wider oil and gas industry which has left a legacy of skills
and expertise in the area. Waxpect a similar profile of labour recruitment in respect of the
Preesall facility.

Multiplier Effects

Indirect Employment

Halite Energy also expect to buy in certain types of activity during the operational phases,
including certain equipment maintenaa contracts (expected to be £1.5m p.a.) and security
for the site (E1m p.a.). This will create business opportunities for suppliers which will in turn
generate additional employment. We expect a large proportion of these opportunities could
be seured bylocal suppliers, which agais borne out by the experiences of the Holford
Facility where a large proportion of the maintenance contracts are awarded to businesses
from within Cheshire, Warrington and Greater Manchester. We estimate the bought in
servi@es by Halite in the operational phase could support the following:
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40 FTEs in the UK as a whole
30 FTEs within Lancashire
25 FTEs within the Blackpool, Fylde and Wyre area, and

20 FTEs within the Local Impact Area.

Induced Employment

We have also modat the likely spending patterns of people working at the site within the
operational phase to estimate the likely induced effects. This uses the same method to
estimate induced effects as in the construction phafdge estimate induced effects could
suppot an additional4 FTE$n Lancashire and thel&kpool, Fylde and Wyrarea, half of
which would be within the acal Impact Are@2 FTES).

Page20



5. Maximising Local Benefit

5.1 We understand thatHalite Enegy has made a clear commitmertb maximising local
econonic benefits wherever possible through its own activities and procurement patterns,
and those of the eventual operatoFirm prgosalsare still beingvorked up but are Ikely

to include:

1 Information eventsfor local businesss/businessupport groupgo raise awareness
on the types of contracting opportunities that may emerge, and how contracts will
be let.

1 Extensive outreach work witthocal collegesto ensure they are aware of the
occupational characteristics of the likely labour force and can tailor fw@ivision
accordingly.

1 Adopting alocal construction charterwhich may involve:

a Partnership arrangements with local job search agencies to ensure those in
need of employment are aware of and can access emerging opportunities.

a Local labour recruitmenand procurement protocols written into main first
tier construction contracts

1 Extensive outreach work witHocal schools to ensure the project (at both

construction and operational phase) is used as an educational resource.

5.2 Table 51 (over page)shows that there are currently just under 3,000 JSA claimants in
Lancashire who are seeking employment in construction occupations. Over a third of these
are looking for work as general labourers, and could therefore potentially work on the
project. The machanisms above will be vital in ensuring maximum value for the local area by
linking as many of these claimants as possible with job opportunities.
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Table 51: Sought Occupations of Jobseekers Allowance Claimants in Lancashire

Sought Occupation

Labourers in general construction trades.
Managers in construction

Painters and decorators

Carpenters and joiners

Assemblers and routine operatives n.e.c.
Plasterers

Bricklayers, masons

Plumbers, heatingrad ventilating engineers
Glaziers, window fabricators and fitters
Construction operatives n.e.c.

Roofers, roof tilers and slaters

Construction trades n.e.c.

Road construction operatives

Floorers and wall tilers

Scaffolders, sigers, riggers

Civil engineers

Quantity surveyors

Chartered surveyors (not quantity surveyors)
Rail construction and maintenance operatives
Design and development engineers
Architectural technologists and town planning technicians
Steel erectors

Architects

Building and civil engineering technicians
Draughtspersons

Building inspectors

Total

Source: Department for Work and Pensions Claimant Data (thrblogtis)
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Numberclaiming JSA

1,360
235
205
195
190
130
115
115
55
55
45
40
35
30
30
20
15
15
15
10
10
10
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Appendix A- Methodology Note

Table Al (over pagé)lustrates the methodological approach of the study fmpviding a
worked example for one categoof forecastconstructionspend the construction of the gas
wellhead facilities. The closest matching 2003 SIC code for this activity is 422 (Construction
of Utility Projects).

According to the Annual Business Survey, total turnover in this sector is made up of 30% GVA
(roughly salaries plus profits) and 70% bought in goods and seridssestimated that

£5.8m will be spenin the UKon this stage of the comsiction process. Applying the
percentages above means thét.8m will be GVA and £4m will be spent on bought in goods
and services.

Tier 1 Jobs

Tier lemployment is calculated by applying data on GVA per full time employee (FTE) to the
GVA component. Ithe case of Utility Construction, GVA per FTE is £54,000, meaning 33
FTEs will be employed in the UK as a whole as a result of this expenditure.

This employment is apportioned to different impact areas basedmuanderstandingf the
types of tasks invekd and a judgement on the potential to source labour locally.

Bought in Goods & Services

The bought in goods and services component (£4m) is entered in to the input output table
(in the closest matchingroduct Code which in this case nstructior). The input output

table is based on the interdependencies between sectors. In this case it measures the value
of output generated in a number of different sectors based on the input of £4m in the
construction sector.

The value of output in each sector isneerted in to jobs using turnover per employee data
from the ABS. There are over 100 different prodrariesso it is not possible to show all the
workings out in the diagram. This gives a figure of 59 FTEs at UK level.

These 59 FTEs are then apportionsctording to the sharef UK employment in each
product code for each of the impact areas. This proportional share is ddgrsted to
account for both (i) local sourcing evidence and (ii) known sectoral specialisms in each
location as measured througlotation Quotient (LQ) analysis.

Induced

The median salary in the Utility Construction sector (£22,163) is applied to all direct
employees in each of the impact areas to estimate the total salary impact (eg. For Lancashire
this is calculated as 27 x £22,)6®@/e use the Family Expenditure Survey to estimate how
much of this is spent in different product categoriegy(€ood and Drink).

We then use local retail studies to estimate how much of this expenditure in different food
categories is spent within eadf the impact areas.This is then converted in to jobs using
turnover per employee data in the closest matching sectors (eg. food rétail)is case we
estimate that the salaries of people working in the local impact areas will generate a further

5 FTEs in the UK, 3 of which will be in Lancashire, 2 in the EDC and 1 in the LIA. It should be
noted that jobs supported by induced spend during the temporary construction period will
also be temporary.
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Worked Example\Wellhead Facilities

! Wellhead Facilities - Gas

2007 SIC Utility Construction
£5.8m Expenditure
Breakdown .;_/’,"‘ Turnover in
Utility Construction Goods &
Services
0,
Gva | 19%
30% / |
Tier1 ! Indirect
Apply GVA £1.8m | £4m
perFTE :
(£54,000) 33 FTEsin UK | applied to input-output table for
. construction sector...
of which... 7
_ 59 FTEs in UK
Apply Local 27in Lancs \ 231
Spend 23in EDC | SfwAlch::
Assumptions N 2inl *
20in LIA [ Apply % of meoanes
’ employment in 1in EDC |
10 sectors : ;
1inlLIA 5
Induced € ]
5 FTEs in UK
l’ . of which...
Ayfarage Salary .m - Local Sp?nd A
Utility Construction Assumptions
2in EDC
1linLIA
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