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1. Welcome & Introductions 10 minutes
Workshop Chair (John Hansen, Partner & Head of KPMG in Northern Ireland)

2. Background . Recap on work undertaken to date; 10 minutes
Suzanne Wylie, Chief Executive e Objective of the Workshop; and
Belfast City Council e The Cost of Inaction — Dr Eoin Magennis, UUEPC
The Current UK City Deal e Key rationale for a UK City Deal; 45 minutes
Landscape . Current UK City Deal trends;
Lewis Atter, Partner, KPMG & e Objectives and Geography
Jenny Stewart, Partner KPMG e The role and importance of economic prioritisation;

. What are HM Treasury looking for in a City Deal?; and
. Update on the progress of signed UK City Deals.

4. Interactive Session Groups facilitated by KPMG City Deal Advisory Engagement Team 1 Hour
e Whatis your Vision for the Belfast City Region? 45 minutes
*  What problems should a City Deal for the Belfast Region seek to address?

. In your view, what should be the objectives of a City Deal for the Belfast Region?

e  What should be the geographic boundary of a City Deal for the Belfast Region?

5. Next Steps & Wrap up »  Discuss potential of a City Growth Commission; and 20 minutes
e Timescales

© 2017 KPMG, a partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International”), a Swiss entity. All rights reserved.
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City Dl for Belfast Region

Bac kg round Suzanne Wylie, Chief Executive Recap on work undertaken to date; 10 minutes
Belfast City Council Objectives of the Workshop; and

The Cost of Inaction — Dr Eoin Magennis, UUEPC

Journey so far.....

Appointment of KPMG (April 2017)
- City-region deal ‘construct’
Appointment of ResPublica - Agree a Deal-in-Principle
O 2216?_ _ hinkeoi - Political strategy to land a deal
. : : - Preliminary ‘think-piece’ . G .
Discussions with documen%/and iniE[)iaI asks - Project mobilisation and delivery
Core Cities - Partner engagement

- Political engagement — city-

colleagues ! .
° region councils;
Belfast City Westminster; Stormont
Council — City - NI Executive engagement
Growth Notice
of Motion —

February 2015

m © 2017 KPMG, a partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity. All rights reserved.
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Background Suzanne Wylie, Chief Executive Recap on work undertaken to date; 10 minutes @

Belfast City Council Objectives of the Workshop; and
The Cost of Inaction — Dr Eoin Magennis, UUEPC

Objectives of the workshop

» Learn about process including economic prioritisation and HM Treasury requirements
 Examine in more detail the construct of a ‘deal’ — defining our collective ambition and objectives
» Explore potential geographies

» Understand potential City Partners’ emerging priorities

» Agree next steps

m © 2017 KPMG, a partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International”), a Swiss entity. All rights reserved.
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Seady recovery and posiive momentuminthe Gity's economy..

Total employment, Belfast CC, 2001-2015

250,000
245,181

240,000

231,226
230,000
220,000
210,000 208,486
200,000 I
190,000

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Source: DETI Census of Employment & UUEPC

Ulster knowledge economy and some entrepreneurship measures
University

lv Driven by the city’s performance in inward investment, the
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Claimant Unemployment Rate (%16-64), Belfast vs. NI (2005-2015)

Belfast NI
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Higher unemployment rates, higher inactivity rates
(31% vs 27%) and striking levels of inequality between
areas of the city



SIgnificant opportunity Costs or polcy inaction

0000000

Forecas t

0000000
m
S 43,605
S 280,000 j obs
=
(]
€
&)
= 260,000
E /
w

0000000
NNNNNNNNNNNNNNNNNNNNNNNNNNNNNN
oooooooooooooooooooooooooooooo
HHHHHHHHHHHHHHHHHHHHHHHHHHHHHH
mmmmmmmmmmmmmmmmmmmmmmmmmmmmmm

Source: UUEPC

l" Largest differences appearing in high value ICT

Uniarsity and Professional/Scientific Services sectors
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Belfast has 40% of NI’s total KE employment

Titanic 22.2% share of employment in KE
Black Mountain	7.7%
Collin		7.2%
Botanic		6.3%
Lowest is Court (0.4%)

Average in NI: 3.7%

Belfast has 34% of all of NI’s business stock

10.7% of stock in Titanic is in KE businesses
Lowest is Oldpark – 2.5%

Average in NI: 3.6%
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> Rationale — local and national

» Trends and recent developments, including some Case Studies — note focus will be on the
larger deals, the so called “E1bn plus club”

» What are HMT looking for?
» Objectives and Geography

» Role and importance of economic prioritisation

© 2017 KPMG, a partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity. All rights reserved.
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RalONae

Local “offers” as well as “asks”:
» Particularly true of the larger deals — i.e. the genuinely £1bn plus club;
» The local offers have been abourt;
* Governance reforms (CAs and Metro Mayors);
» self help local funding (especially the biggest deals);
* local risk taking under the Payment by Results/Earnback/Gainshare;
* linked to this risk taking:

7B - disciplined decision making (objective prioritisation of bang for buck);
; C—" - growth friendly spatial strategies;

[ g - investment in delivery; and

,/\}; * public sector reform/better targeting of resources (e.qg. skills).

Better bang for buck locally and nationally, but also:

Rationing mechanism for HMT — both money and “difficult” powers;

Good headlines, with costs spread out over 20-30 years;

Proxy for fiscal devolution;

Helped shine a light on the additionality question and need for appraisal reform;
Prompted search for new funding sources to top up the self-help; and

A raft of assurance procedures.

\
O
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[he Gty Deal [imelne

— The devolution and city deal agenda is constantly evolving: DCLG'’s Cities and Local Growth Unit has the policy lead, but HM Treasury
remains the ‘gatekeeper’ and fiscal events have been the usual slots for announcements, although exceptions — eg Glasgow and Clyde
Valley

— Heading for 30 deals, but huge difference (up to factor of 20 in investment per capita) between the top and the bottom
— Getting into the genuine £1bn club is challenging

— Deals in principle have helped get places started, but this really only postpones much of the hard work

2015/2016
May 2009 SR used to enforce
July 2014 Metro Mayor March 2017
GM establishes first March 2012 :
economically-prioritised  GM Oct 2012 Glasgow and requirement on Iarg"e Cardiff deal
. - West Yorkshire English “Gainshare :
frastructure fund « ; Wave 2 City : formalised and
infrastructure fun Earn Back “Gainshare” deals ~ deals :
GMTF) Deals Swansea deal in
( Deal announced o
principle
| | | | |
AAA ; ; . I 1 | >
2009 20111 2012 1 2013 2014 ! ! 2015 2016 ! 2017
Aprll 2011 JU|y 2012 March 2014 Nov 2014 March
. Wave 1 City Greater ‘Devo Manc’ 2016
GM Combined Deals for 8 ‘Core  Cambrid Cardiff
Authority (GMCA) S ~am ”h 9€¢ = GM's 10 year ol May 2017
established to Gainshare™ g\ TF _ea_lrll . 6 English Metro
deliver the GMTF Deal programme hits principie Mayor elections

£2.7bn plus

IR 15



Lase Study - Greater Manchester

Key facts: 10 local authorities — Population: 2.7m — GVA approaching £60bn

Governance: AGMA, Transport for Greater Manchester (GM) Combined Authority, City Region Mayor from May
2017

Fund size: £2.75bn to date, probably ~£3bn by 2020
Investment period: 11 years (i.e. started in 2008/9)

Type of infrastructure: Transport, but devo Manc deal widens (£300m rolling housing fund is additional to the
£2.75- £3bnbn above)

Decision metrics (more on this later):
» Primary — Maximise GVA net at GM level

» Balance (programme level) — Reduction in transport CO2 emissions; Above average increases in employment
accessibility/opportunity for most deprived wards

Economic benefits: On £2.75bn: £3.6bn p.a. (2009 prices) in GVA by late 2020s/early 2030s; 37,000 jobs
Annual GVA uplift per £1 of capex: £1.3 (2009 prices)

Funded by:

» Devolved: £0.6bn

» Growth/City Deal income: £0.75bn (£0.45bn Earnback; subject to performance)

» Local contribution: Capex: £1.35bn - £1.2bn borrowed; £0.15bn of LTP top-slice

» Local contribution: Cost of carry: £1.2bn (total local £2.4bn over 30 years)

Annual local cash cost: £80m from early 2020s, depending on Earnback

Greater Manchester

m © 2017 KPMG, a partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity. All rights reserved.
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LasSe sStudy - Glasgow and Clyae Valey

Key facts: 7 local authorities — Population: 1.7m — GVA: £36bn

Governance: Risk sharing deal between authorities and joint oversight under agreed rules — eg risks divided
pro rata to investment “on patch”

Fund size: £1.13bn — One-off investment by 2025

Investment Period: 10+ years

Type of infrastructure: Transport, regen, and housing

Decision metrics:

» Primary — Maximise GVA

» Balance — Employment accessibility/opportunity in any district at least half the average
Economic benefits: £2.2bn p.a. (2011 prices) in GVA by mid 2030s (E1bn at Scotland level; £0.8bn at UK
level); 28,000 jobs

Annual GVA uplift per £1 of capex: just under £2 (2011 prices)

Funded by:

» HMT: £0.5bn (£0.375bn outside Barnett, subject to performance)

» Scottish Government: £0.5bn (£0.375bn subject to performance)

» Local contribution: Capex: £0.13bn

» Local contribution: Cost of carry: £0.5bn (total of £0.63bn over 30 years)

Annual local cash cost: Peaks at circa £40m pa in mid 2020s depending on performance

Glasgow City Region

m © 2017 KPMG, a partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity. All rights reserved.
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Famback and Gansnare

GM Earnback Deal:

-
g™

)

/

£
~

>
>

>

>
>

Genuine attempt at a proxy for fiscal devolution

Rationale was that extra locally funded and delivered growth (the share that is net national) translates
into additional tax receipts, but to Exchequer not to GM

Proposition therefore that GM should be allowed to “earnback” its local funding (£1.2bn of capital)
as/when it translated into additional growth

Proposition was a simple formula that gave GM a share of growth
Deal agreed in principle in 2012, but then came unstuck

Gainshare:

>
>
>

Replaced Earnback and is the basis of all the £1bn plus deals
No requirement for up front local contribution

But, money paid over 20 or 30 years, so local funding necessary to turn it into 10 year programmes
and some local capital tends to be required to secure best deals (e.g. Glasgow and Cardiff)

Delivery and extra growth still required, but assessment by an independent panel at 5 yearly
gateways

Independent panel in place and was due to consult cities on basis for measuring growth and delivery
this spring/summer

Underlines importance of economic prioritisation, supporting policies and delivery, but also wider
balance given where risks lie

18



Joiectives and Geodrapny

» Cannot really separate these two issues
» Overall principle has emerged of “largest geography consistent with economic geography and effective governance”:

— Important interactions between the demand for labour and its supply in maximising sustainable growth point to
capturing most commuting, hence a JTW area focus

— The larger the geography the more of any net impact will also be net national (eg Glasgow and Clyde Valley
(G&CV) versus Scotland as a whole statistics above). This helps with additionality case to HMT because you are
prioritising something closer to net national growth

— Alarger geography helps justify a large headline figure and helps manage risks

» But, brings with it a need to balance of cost/risk and reward across the geography and for particular communities.
This can only be done at the programme level

» GM pioneered a way through this, with bespoke versions in other city regions (G&CV, West Mids, West of England
(WoE), South Yorkshire, West Yorkshire so far):

— Involves a lead metric (usually net GVA at whole city region level), with the objective to maximise this

— Programme level rules to ensure balance — e.g. better than average improvements in employment opportunity for
the bottom 25% of wards, and no District to get less than X% of the average improvement in employment
opportunity

> ldeal is to agree these rules up front before objective analysis is undertaken of individual schemes and the
programme

kPmG
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ROIE and IMportance Of EConomic Priortisation

» Maximising the impact of a given amount of investment on an economy is not straightforward

Y

Doing so with social, geographic and environmental balance is harder still

» ltis also a good idea to satisfy the independent panel that every effort was made to maximise the impact of gainshare
money spent

» And objective analysis can help locally, if the right metrics are agreed up-front

» Traditional techniques (whether transport appraisal or regeneration based) cannot address these questions - they are
particularly poor at addressing interactions (e.g. between investment and planning) and programme effects

» The reality is that a programme is not the sum of its parts: when Glasgow and Clyde Valley (G&CV) first looked at their
programme as a whole it delivered less than % the sum of the individual schemes in terms of net growth, with a significant
amount of investment adding nothing at the margin. This resulted in them analysing the programme as a whole in order to
get the missing growth back while retaining balance

» Techniques are available to address these issues, but they take time and money

» This underlines the value of the deal in principle approach — e.g. WoE, who did their deal in principle (inc £900m of
gainshare over 30 years) in 2015 without promising individual schemes, are now going through a rigorous analytical
exercise using best in class techniques commissioned after the deal in principle to allocate this and other funding on a
lead metric plus programme minima basis.

kPmG
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lUSLrative Priortisation process - Key Stages

Establishing a fully-funded, economically prioritised Investment Programme involves the following broad stages:

Stage 1: Agree
objectives and
develop potential
projects
|

Stage 2: Sift / filter
projects

Stage 3: Assess
and prioritise

Stage 4: Create a
programme

Stage 5: Deliver
Programme

Create ‘long list’ of
potential projects in line
with local strategic and

economic policy
objectives

High level review to sift

the ‘long list’ of projects

down to a ‘medium list’

for detailed modelling in
Stage 3

|

|

|

Use economic and financial
models to appraise
‘medium list’ and rank
projects against GVA/E

0

YT =

[rroesiz ] () €
[(rroiesta ] &

|

||

Define scale of
programme according to
affordability envelope(s)
and use economic model

to test against a set of
agreed metrics

Detailed delivery,
management and
commercial case

Project-specific
business cases (if
further government
funding required)
ransport . .
Risk allocation
procedures

Housing

Assurance, monitoring
and evaluation
procedures

Commercial
development

Iterate with co-funders and
until the set of metrics for the
programme are met and
programme effects addressed

21



Priontisationinaction - example from aM

Cumulative
Declining Capital capital cost
GVA return Prioritised list of schemes  cost(Em] {Em} Local funding deal
per £ of Annud adaitional ITA ey incredse for 4 vears 2% 2% 485
cost to 10 vear topshice of LTP funding allbcaed to fund 40%  S0%  60%
GMTF Accelerated DT Package 244 244 Increasing
SEMMMSE scenario 210 454 local
Mottram bvpass 100 554 contributions
LSM busway a0 B34 buy
All options Rochdale Centra Matralink 33 a67 a bigger
below Ashton Bypass phase 2 16 683 programme
orange line  |Wigan IRR an 713
meet Airport and 2CC Metralink 18 1,232
program Contribution to stations a0 1,282
minima Altrincharm Interchange 18 1,301
Bolton Intarchange 43 1,346
Qldham Centre Metrolink 24 1,430
Trafford Park Metralink 317 1,747
stockport Interchange 36 1,783
Stockport acoess scheme Fa 1,854
Total 1.854 1,008 1,226 1,375

Actual slide from the pack that the 10 GM Leaders used to commit the second tranche of local funding in 2009. The eventual decision
took the programme to the Oldham Centre Metrolink. Deals since have delivered the remaining projects and more.
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City Dl for Belfast Region

The Current
UK City Deal
Landscape

(Juestions

m © 2017 KPMG, a partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International”), a Swiss entity. All rights reserved.
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City Dl for Belfast Region

Interactive

: Groups facilitated by KPMG City Deal Advisory Engagement Team
Session

» What is your Vision for the Belfast City Region?

m © 2017 KPMG, a partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity. All rights reserved.
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Clty Deal Tor Belfas Region

Interactive

: Groups facilitated by KPMG City Deal Advisory Engagement Team
Session

» What problems should a City Deal for the Belfast
Region seek to address?

m © 2017 KPMG, a partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International”), a Swiss entity. All rights reserved.
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Oty Deal for Belfast Regior

Interactive Groups facilitated by KPMG City Deal Advisory Engagement Team 1 Hour
Session 45 minutes

» In your view, what should be the objectives of a City
Deal for the Belfast Region?

m © 2017 KPMG, a partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International”), a Swiss entity. All rights reserved.
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Oty Deal for Belfast Regior

Interactive Groups facilitated by KPMG City Deal Advisory Engagement Team 1 Hour
Session 45 minutes

» What should be the geographic boundary of a City
Deal for the Belfast Region?

m © 2017 KPMG, a partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International”), a Swiss entity. All rights reserved.
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City Dl for Belfast Region

Key Milestones

Nov 2017

Autumn Statement

» Workshop
Session and
Feedback

* ‘Construct’ paper
for political
parties

* City Deal in
Principle agreed

* Project
mobilisation and
delivery

Overriding Obijective:

e Infrastructure

iti Programme
* Secure consensus Political Engagement ogramm

Bl F Prioritisation
from potential ‘City
Partners’ and
Business
Community.

m © 2017 KPMG, a partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity. All rights reserved.
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