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Note on Edinburgh Tram TEE and PSC results, impacting on NPV, BCR figures
Purpose

To draw attention to a serious issue in the calculation of headline economic values in the
Edinburgh Trams business Case (and STAG appraisal).

Priority — High — Action is required by TIE
Background

1. This note refers to the TEE analysis and Public Sector Cost (PSC) tables reported in
full in the STAG appraisal (p.154/5 and 202/3) which generate the Net present Value
(NPV) and Benefit Cost Ratio (BCR) results reported in DFBC in section 4.44. The
discussion below applies to both the Phase 1A and Phase 1A+1B analysis and, it is
assumed, all other BCR and NPV calculations.

Discussion

2. As a minor point the impact on TEL revenue and expenditure shown in the PSC
calculations should appear under Local rather than Central government impacts.

3. The major issue is that in the TEE tables have a zero entry for User charges for both
Consumers and Business. This is at odds with the TEL revenue gains and the separate
impacts on private sector providers. The Increase in overall expenditure on PT must
be reflected in User Charges.

4. This correction is complicated in that the User charge figure is an economic welfare
measure and will generally not directly match the net (private and TEL) revenue
changes. Simplistically, the “rule of a half” applies to new PT trips whilst the actual
change in expenditure applies to existing PT users. Some indicative results from the
available information are given in Annex A.

5. Additionally, it is difficult to determine where the additional revenue comes from. It
was understood that the Tram pricing was identical to existing bus services. As such,
it would appear that the additional revenue must come from non-PT users but this is
difficult to reconcile with information provided within the DFBC and elsewhere.

Implications
6. It is clear that the correction of the error will have a negative impact on the economic

case for the Edinburgh Trams. It is difficult to be precise with the information
available but best estimates suggest that the BCR for Phase 1a will fall from 1.10 to
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the region of 0.63 and the BCR for Phase la+1b will fall from 1.63 to the region of
1.16.

Actions required
7. The discrepancy in the treatment of User Charges must be explained and corrected.

8. An explanation of the TEL revenue figures would be useful.
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Annex A

Warst Case - All revenue from existing users ‘Likely - 20% new users under rule of a half
Best - All revenue fram new users under rule of half : :
Phiase 14 Phase 14+ B | 5
TEE TIE Aiorst Likely  Best TIE diforst  Lkely  Best
UserBenefts SURTRIN NN T S S
Travel Time ...l 403,135 403,135 | 403,135 | 403,135 | 695,266 | 695266 : 695,266 & 695,266 |
Liser charges 0 A7EF03T 158133 T 47 462 0 206 912 L0421 113 458
WG P6AE | DEAIE | 26435 26435 B9 D EREM s s |
Sub Total 429570 DEIE6T | OTIMET L MATI9 | TRE95T 502,045 1524736 615501 |
L -3%9 380 460336 460 335 -
RewenLes Tram
Bus | 9943 & 9943 9943 | oz 2EPY L RDRY L pDRY ¢ -2 2RY
Rail | -54,057 . B4057 | -B4057 | -54057 | 12506 12506 | -12506 | 12,506 |
ol o o
Grant!Subsidy IEOEE0 CIEHE80 0 IR0580 289880 | 460335 460,235 460,235 | 460335 |
Denveloper Contritution oo 0 :
Sub Total 44114 -44114 44114 44114 | 14735 14735 14735 14735 |
P 356,456 200763 1 20733 oo7p0s | 714000 4873100 B10,001 600,766
PSC -
Local Government B
Ivestment Casts ... O PO SOOI SR S L L S S ’
Operating and Maitenance | ! 0120008 120,008 ©A20008f Ol -154,291 154,291 154,291 )
Grant Subsicly payments 0 5 0 0 : -
Fevenues 0 2198170 219817 219817 0 241 647 241 64T
Indirect tax o0 é 0 L0 - '
Central Govermment :
Irvestment Costs ‘ 0 0 0 0
Operating and Mairenance SZoongi o0 : 154,291 )
Grant Subsicy payments | 389,580 -389,880 389,880 -389,380| 460,335 460,335 -460,335 480,335
Revewes L 2198170 24647 0 ]
Indirect Tax 49456 40436 1 49436 40436 | 62097 087 T BZ097 | 62007
Total -339,567 -339557 239557 | -229567 | 436076  -436,076 -436,076 436,076
Accidents ) 1897 11897 | 1897 1897 | 6226 | 5226 | 5205 | 5226
TOTAL PVB 3TEE9 197456 . 215426 285708 | TOR.997 432085 504776 595541 |
L S I 34002 141701 1241307 638495 2729210 46003 687002, 159465)
EBCR 0 government 1000 n&% DT 034 162 111 116 137
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