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EXECUTIVE SUMMARY 

Objectives 

The procurement strategy is central to the success of the tram project. Considerable work has 
already been done and the purpose of this paper is to provide the Scottish Executive with an 
insight into the current thinking on some critical next steps. 

The intention is to work with all relevant parties, especially City of Edinburgh Council ("CEC'J, 
the Scottish Executive and Transdev, to develop the procurement strategy leading to an_iflitia/ 
Outline ar-eoostbfj_usiness .Qcase .f!.1?..t!J.~ .. 9.f!.$.il?..f9.[.fY.rJJfjr:,gf9r_f.fJ.f# .. P.tf#P.f!rnf.9.rY..W.9tk .. t9 .. ~M!?.!~ 
fr-em--which-.formal procurements Jo __ commence---can--commence. It is anticipated that this 
position will be reached by-in SummerAutumn-_2004 to stay in line with the programme and to 
provide a proper basis on which to explain the strategy in the context of parliamentary 
scrutiny. 

The theme of the strategy is to ensure that risks are aggressively managed and in particular 
that tietie's stakeholders are not asked to commit to either contractual or financial obligations 
until each stage has been thoroughly analysed and approved. It is anticipated that this paper 
will be incorporated into the Outline Business Case ("OBC") to support the next stage of the 
procurement process in aurum~--{?.umm~L 2004,---i~rlant--ro---oote---that,---with----ene--4fey 
exception,--namely-the-ear-1-y--involvement-of-the--eper-ator;--ftfiQ. __ m_?_{-§t@l __ q_w.nmff.&.Df.._Qf.fl_f?:W. 
fundin -- · -- --e-xpla-ined-be!ow;--the--commiiment-t-e--the--eperater-+s-fer=-a 
very--/ --t-e--the--SGale--ef.-t-he--pr-eject--and---the--impodance--ef.--the 

Jhe stages in the procurement process are set out below. 

.___ 

Early Operator Involvement 

The Board of tie~!~ .. in consultation with CEC and the Scottish Executive, determined in 
Spring 2003 that the early involvement of the tram operator was an innovative and critical 
element of project risk management. The principal reasons are: 
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fISeparatiGfl of the operatof arn:l system CGflStfudion £Gfltrnds ochieve& fligfl qllality r+sk•- -----{ Formatted: Bullets and Numbering 

disaggrngationand-con&equent-benefits-to-contrnct-pficing 

OEarjy---involvement--of--the--operatof--af.low&--tie--to--use---their--+mowledge--in---the--design---and+ ------{ Formatted: Bullets and Numbering 

GGflStfudion-pe-r-io4s-and-ensures--two-things;---1-)--the--0perat0f--is-.fully--bot1ght-in-t-0--the--0esigR 
oRCe operational and eliminates the fisk of rndefinitiGfl being introd-uced with attend-ant cost 
implications; and 2} +he operatof's knowledge wiJj assist i.r:i.J@ ... -9.l'?I'i!i!l'?.Q ... P.f.~.P..~f.~ti9.IJ .. .Q.f 
specifications fITT construction sy&temkeeping cost& of con&tr-uction down -dw-ing the 
negotiation-0f-the-constfoction-contfaGts, 

~~-~~~~~t-al~-~~&-p~pe~-pl~ing-~-~-~nteg~~-~~· ------{Formatted:Bu~~and Numbering 

netvv-or-k,-especiallywitfl b-usoperations 

~he-opef~~~n~~-aU~-~~p~-anG-§~-6~~ng-~~nG-~~~-~~-and-~e~~~ ------{Formatted:Bu~~and Numbering 

providing further financial risk management 

The contract structure adopted by tie!j_~ is now under active assessment by a number of 
English authorities to resolve some of their execution problems. The recent NAO report 
pointed strongly to early operator involvement as a means of improving the execution of tram 
procurement and achieving a stable and affordable system. 
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+he--tet-al--G-osts--of--Gf)ernt-or--iR-VOlve-ment--will--ee--s--£2-m--if'l--the--GUFre-nt--f-iA-aocial--ye-af,--mGlooiRg 
G-ost---iA-veste-d--t-0--date-,---aoo--will--fllA---at---th-at--le-vel---ove-r--t-A-e---A-e*-4---yeafs---illltil--t-he---syste-m---is 
mobilise-d,--Deve-klpme-nt---of--the---initial--OBC-project--busi-A-ess--case---will---be---met---from---fuooing 
awe-ady-vote-d-t-0-the--pr-oject-Althou-gh-t-A-e--de-sir:e--is-t-0-J:i.ave--a-loR9-ter-m--suGGes-sful-fe-latiGAsrnp 
wit-h-+ransde-v,-the--wntract-a-gr-ee-d-wit-h-+ransde-v-is-ca-pa-ble--of--be-ing-te-rminate-d-by-tie--within 
sh-ort--notiBe--pe-riG-ds--aoo-w#ho-t1t--pe-nalty-,-1'1-eRGe---illlder-lying-fin-aRG-iai-G-0mm#me-nt--i-s-limite-d, 

This is wholly separate from system construction commitments, which will be the subject of a 
- I .. .. - - I I I .. .. I I ments,-to-be--ne-gotiat-ed-over-the--wming--m-onths-. The costs 

aningfully evaluated at this stage but options Jelating to 
stem _cGAfigurntiGAs----willconfigurations _will be presented with 

Infrastructure Procurement Options 

tietie's Infrastructure Procurement Working Group ("IPWG") has now had a number of 
meetings. The initial aim of the Group has been to outline a structure(s) for the infrastructure 
procurement which could form the basis for market discussions, identifying specific areas 
where key choices will need to be made by tietj_~ and on which market views will be of 
particular relevance. 

Overall Aims 

The WITTkiR9--Gr-ot1p--lPWG discussions were conducted against the background of § __ grg_yp 
9fthefoUowiR9 __ CJ\/_e_r_ric:Jir,g __ 9if:ll~ .. over-afor.thEl __ pfCJjElc:t_c3_~_W.hQIEl __ relc3ting_tCJ __ qlJ_cility,_intElg[cltiori 
with ___ Ell<i~tir,g ___ t_rc3rnpQrt ___ c:CJr,t_rCJI ___ CJf ___ ri~~---cir,cJ ___ \/9IL1El ___ fQ.r ... rnoriEly, ___ ll-aimso-fthepre,ferre-d 
procurement strategy: 

-----{ Formatted: Indent: Left: 0.63 cm 

DDevelop-apublictransporttram systemtocomp!ement-the unique setting-and character of+ ------{ Formatted: Bullets and Numbering 

th-e-city;-
DEsta-bli-sh--a-high-quaity-ope-rating-tram-as-an-integrate-d-part-o-f-the-Gity'-s-transport-system; 
DDevelop-the--tram--sefVice--in-a--manner--which--contains-the--risks--associate-d--with--the--initia! 
de-sign--arul--construction--and--t'1e---subsequent--oper-ation--w,ithin-,~~'Tlits-that--C-f:C---arul--t.ie--c-an 
manage; 
oStructure--the--deve!opment--o-f-the-trarn--procurement-to--ma)(imise--the--value-of--the--fuooing 
comrnitted--by--the--Scottish---f:xe-cutive--toget'16f--\\~ith---additiorial--re-sour-se-s-becomhl'.\g--ava~Lab.Le 
through the !H; 
nDeli-ver-ove-rall-prnject-on-time-and-in-budge-t;-and 
HMaintaincompetitive-stre-ssthroughthe--procur-ement-by-gene-rating-market-inter-est. 

The first stage was the formulation of a set of criteria, in the light of the---scheme above 
objectives, which would be capable of setting the parameters for the choice of option(s). +he 
Gfoop-then--sou-ghl-t-0-a-gre-e,--iR--br-oa-d-te-rms,--on-the-re-lative--i-m-pofl:ance--of--each--of-the--sr-iter-ia, 

Criteria 

The Group decided on eight key criteria ___ and __ considered __ their __ relative __ importance __ in_ the 
consideration _of the _options: 

HLRisk - in broad sense: the risk of the infrastructure failing to work, costing more+,--
to construct or taking longer to construct. ' 

E12.,_Cost Certainty - the relative importance of a degree of cost certainty on bulk of 
costs ahead of committing to main contract(s). 

Hl_Control - are there areas of the infrastructure over which tie!!~ or CEC need 
greater control - for commercial or other reasons (e.g. policy/ and planning). 

OFlexibility of contract - the importance of being able to change scope - to add or 
subtract substantial elements,.___ 
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4._____ ------{ Formatted: Bullets and Numbering 
89-c.Flexibility of financing - the importance of retaining all financing options e.g.... { 

------ Formatted: Bullets and Numbering 
'conventional' (up front or milestone payment by tie!i!!.), private finance raised by -
lnfraCo (PFI or PFI hybrid) or others (leasing). 

B§_,_Demonstrable VFM - any selected option must be capable of delivering clear 
value for money (VFM), but also should be able to demonstrate that the approach 
is likely to deliver. 

BLMarket interest - the likelihood that the option will prove attractive to the main 
private sector providers in the market. 

B§..,_Deliverability - the degree of confidence that chosen procurement route will be 
effective. 

Market Consultation 

Both market interest and deliverability can only be properly assessed by discussion with 
potential bidders. For this reason, and given the scale and importance of the project, the 
Procurement VVorking GrouplPWG is strongly of the view that before committing to any 
procurement option, a structured discussion with key market players will be essential. The 
aim will be to hold such discussions in tlw--fl€H<t--mont-h--t-0--imom1---the--final--versi0n---0f--the 
Procurement Strategy paper in Junepreparation of the OBC. 

Impel'tance--ofKey--Crit-e-ria 

+he--P-rocurnment--W-0rki-ng--Grou13:IPWG-v-iews--of--too--r-elative--imp0rtaoce--of--too--key--erit-er+a 
wer-e-as-fo~wsJslmrte-n-tflis--just-s-ummaryonly}, 

9,----R-i-sk---given-tie's-GWA-rnsournes-and--eJ<peffeflGe-~esse-ntiaUy-a--prnGurin-g--body,-father« ------{ Formatted: Bullets and Numbering 

than--a--major--pr-ejeG-t-management--or-ganisatioo,--am:l--too--scale--aoo--eoml}lel<ity--ef-the 
tram infrastructure scheme, the viev.' 'Nas that tie should be seeking to transfer a 
sigflifiGant---majority---0f---too---major---prnjeet---risks---to--a---pfivat-e---sedor---part-nef(s-),---ln 
partiwlaf,---keys--fisk-s--to---be--transf-erfed--~at--an---apprnpriate---priGe)---slmuW---iflclooe 
majority of construction risks (cost/delays) and risk that system works (including 
iflte-gratioo),--tlowever,--too--Gr-oup--also--a-greee--that--there-was--a-willin-g-ness--to--r-etain 
elemefltsoffiskasanaGGeptable-trnde-eff-in-ordef-toi 

flfe-tain--eo-ntrol-ovef-Gertain--key--elements-(see-below};-and 
fli-ACr-ease---tlw---~elilmod---of--a--deliv-erable,---Vi;M.--cootr-ac-t--for---tlw---bulk----of---too 

infrastructure. 

-1-0,--Cost-Certafnty---give-n-the--sourGe-of-the-maj-Or+ty-of-the--fuoo&-fof-tlw-project-(-SGott+sh« ------{ Formatted: Bullets and Numbering 

E-l<eGutive)--am:l--too--poteRtial--diffislllty-+n--0btainmg--furt-her--fuoos--ooce-too--pr-ojeet-was 
apprnved-and-u-ndePJV-ay,--the-Grnup's-viewwas-tl:i-at--a-deg-ree-of-G-ertainty-of-Gosts-was 
im-poftant--Whilst-t-his--was--not-an--immedia-te-fe{!uir-ement,--it-w-oul<l-be--a--pr+or+ty-ahead 
of signing the largest contract (covering the bulk of construction). 

'1--1-,--Contr-ol-------too---Gr-eup---eo-nsidered---t-hat---toore---were----four---area&, --over---wl:i-ish---t-he-+- -----{ Formatted: Bullets and Numbering 

advant-ages--of--tie-fetaiR-in-g--a--degr-ee-ef-G-ontrol--may--outweigh--too--pG-ssible--er-0sioo--0f 
r+sk-transf-er-.--+-hese-areas--ar-e; 

flCh-OiGe---Gf---v-ehicl-e&:----give-n---tlw---coosid-er-able---co-nsolidatiofl--W-it-hifl--t-he---tfarn« ------{ Formatted: Bullets and Numbering 

supply--market,--aUG-win-g--for--a--market-fe-spoose--iAG-ilJ-sive---of--trnm--supply--wil-1 
sever-ely----r-e-euG-e----t-he-----num-ber----ef----in-frastr-uGtur-e----t-ende-r-er-s----ane-----Gould 
00mpromise--fiflal--sele-etio-n,--priG-iflg---a-nd--fisk---transfef,--Fof--tl:i-is--rnasoo,---the 
Gr-0up-agr-eed-that-t-he-r-e-was-str-on-g--ease-for--tie-t-0-separately--d-evelo13--a-tram 
supply, commissioning, maintenance and spare parts supply contract. Key 
woule--b-e--the-t+min-g--of--sUG-h--a--eootr-aGt-and--arran-gements--to--migr-ate-iflto--too 
mai-n-inffastructure-GootrnG-t, 

BDesi-gfE----giv-en--too--part-iwlar-sefl-sitivit-y-G-f--seGtie-AS--0f--the-li-ne--with-in--too-Wer-ld 
blerit-age--Gentfe---and--tlw---k-now-n--wnGems--of--G€G's--plannmg---authority-,--too 
Group agreed that there 'Nas merit in considering a preliminary package of 
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target-ed--de-sigR-w-0r-k-ahead--ef-t-Ae--lettiflg--ef-any--main--inffastroctw:e--c-0ntfa&t. 
+he--aim--woole--be--t-0-assist--with-the--de-velopme-nt--of--de-sf§-AS-that-are--like-ly-te 
satisfy--p!anning---r-eq-uwe-ment-s,--feducin-g--fisk---and--wast-ed---design--work---and 
spee-din-g--up--t-he--ov-er-all--tirnetable-,--K-ey--wo-ukJ--b-e--0et-er-mining--an--ap-pr-01}fiate 
le-vel-of work- that would- l}fove most useM t-0 potential-bid-de-rs, witho-ut 
d-ist-0rt-ing-----0ve-rall----c-0sts,---aoo----with-out-----0elaying-----th-e----lettiflg-----0f----a----main 
inffastrocturn--sontr-act.-

D Utility diversion: time consuming and high risk element of the project. If tie 
wefe---ab-le---to--g-ain---a--g-reate-r--le-vel---of---seftainty---011--fe-qu-ifeme-nts,--thi-s--could 
assi-st-both in acG-ele-rating-the timetaGJe~se-e be-low1-andinfe-oucin-g risk for 
mai11--lnfraGo--sontract-0Hwit-h-imp-aGt--011--deliv-er-aeilit-y-and--so-stt. 

DSystem-int-egration:--giventhe-importanceof-systemsintegration,-and-similarly 
limit-ed- m-ar*St-, the Grn-up-sonsiee-re-d that tie may-wish t-0 -hav-e -gr-eater 
wntrn!NisibMy--0ver--thi-s--aspect--0f--any--sonsorfaim.--Whe-the-r--thi-s-fe-quife-0--a 
separate--initia-1--contract--{-as--wi-th--ve-hici-es-}--is--mor-e--ope-A--to--quest-i-On,---give-n 
imp-0rt-aRG-e-0f tfansfe-rfing-trns-risk t-0 oolde-rs. 

1-2,--f"le-xibil-ity--of--c-0ntrnct---th-e-Gr-0up-feG-0gRise-d--the--tfade-offs-betwee-n--sost-G-ertainty+ ------{ Formatted: Bullets and Numbering 

and---risk---transf-ef--and---nexioility,---N-evertheless,---it---was---agreed---that---the---pr-eferr-ed 
prnwre-rnent-----option,----as----a----minimum----sho-ukJ----be-----sap-aole-----0f-----0elive-rin-g----the 
netwOfksyste-m through a se-rie-s-of stage-s, via-a single initialpr-ocw:e-me-nt. Defining 
the first, and most certain initial tranche would be essential (and would need to fit the 
affordability constraints) but as the most effective means of handling future integration 
issues, tie soou-1-d r-et-ain t-he--0/:)tioo ef inc-orpor-at-ing fof subsequent tr-aRG-he-s, and 
n-etw-or-ksyst-em-e-x-pansion,--suoj-ect-toVFM,-with--the-selected-pfivat-e-sect-0r--partn-er-.-

-1-3,--f'.le-xibil-ity--of--fina-Acin-g---the-view-w-as--that-it-was-importan-t-t-o-maintain--all-f-ina-AGin-g+ ------{ Formatted: Bullets and Numbering 

options at this stage, in particular the option of private finance at the lnfraCo level, via 
P-F-l---0r--a--P-F-l--hyorid,---give-n--t-Ae--pote-ntial-.:f0f--gr-eate-r--risk--transfef-aoo--V-FM,--and--the 
potential---iss-ues--in--rnlatio-A---to---t-Ae---prnf-i-le---0f---f-unding--available--frnm---the---Scottish 
~-xewtive-, 

14. De-m-0nstraoleVFM-the Grnup agreed--on the importance ofdemo-Astr-aole VFM,• ------{ Formatted: Bullets and Numbering 

g-iven-the--hi-gh--l}fefi-le--aoo--scaie--Of--pr-Oje-ct--(iR-C-Ont-ext--ooth--0f--SE:-ottish--E-XeG-Uti-ve--aoo 
G-EG--oost--value--ooli§atiO-ASt.---1-de-ally,--this--coold---be--most--slearly--demO-AStr-at-ed--via--a 
tr-a-Asp-arent-and-strong-competition-fof--the-main--Go-Atr-act.---Thi-s-i-A--turn--would--fequir-e 
the Grnup t-0 be satisfied-on th-e likely mafket int-er-est an-d deliverability (see below} 

15, Mark-et interest- the Grnup view endorsed the jmportance of market so-undi-Ag& to+ ------{ Formatted: Bullets and Numbering 

te-st-option(s)-wi-th-prwat-e-s-ect-or, 

'.!-e-,-DeUve-rabUity---t-Ae-Gr-o-up--ag-re-ed--that--t-Ae--pr-ef-erfed--op-ti-on--n-ee-de-d-te--builG--011---be&t+ ------{ Formatted: Bu lie ts and Numbering 

pr-acti-ce---aoo--le-ssons--le-ame-d--fmm---0th-er---pr-ojects--wi-tho-ut---intr-oducin-g---unf\SG-essary 
novelty. The key would again be the views of potential bidders through market 
t-estin-g, 

Options Considered 

{-suillle-st-use-s-um-mm:table:}A total of six distinct options were identified by the Procurement 
Working Group, and each in turn was tested against the parameters established through the 
key criteria: 

1_. ____ FULL __ CONSORTIUM ___ OPTION ___ - __ Under __ this ___ option, ___ tie __ _would ___ conduct __ one+ ------{ Formatted: Bullets and Numbering 

procurement exercise and the successful consortium would deliver all design, 
infrastructure __ works~ ___ and __ tram __ _vehicles. _______ The ___ consortium ___ would ___ also ___ be 
responsible __ for _systems _integration. ___ The_ form_ of _contract_ could __ be_ based_on _a 
PFI/PPP _model. 

2. INFRASTRUCTURE AND INTEGRATOR CONSORTIUM OPTION - Under this..- { Formatted: Bullets and Numbering 
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option, tie would conduct two procurement exercises. The first would be for the 
procurement _of design,_infrastructure. works _and systems.integration ... The. second 
would __ be _for_the __ prncurement_of tram_vehicles. ___ Ultimately,_ the_ contract_for tram 
vehicles would be novated to the infrastructure provider as part of the design, 
infrastructure and systems integration package of works. The form of contract 
could_be_based_on_a_PFI/PPP model. 

3. ___ _INFRASTRUCTURE __ CONSORTIUM __ OPTION __ - __ Under _ _this __ option, __ tie __ would... { Formatted: Bullets and Numbering 

conduct three procurement exercises. The first would be for the procurement of 
design and infrastructure works. The second would be for the procurement of 
tram_ vehicles. ___ The _third_ would __ be_ for_ the _procurement _of_ a_ systems_ inte_grator. 
Ultimately,_the_contract_for tram vehicles.and the_contract_for a_systems_integ_rator 
would ___ be ___ novated .. to __ the ___ infrastructure __ provider __ as __ part __ of .. the .. desi_gn __ and 
infrastructure __ packa_ge __ of __ works. ____ The __ form __ of _contract_ could __ be __ based __ on __ a 
PFI/PPP model. 

4. "ARRANGED" JOINT VENTURE OPTION - Under this option, tie would conduct ... ------{ Formatted: Bullets and Numbering 

separate _procurement_ exercises_ to _appoint.an_ infrastructure _provider, __ a _systems 
integrator_ and_ a _tram_ vehicles_ supplier. ___ These _parties_ would_ then_be __ required_ by 
tie __ to __ form __ a_joint __ venture _ _which __ would __ be __ responsible __ for_ the __ delivery __ of_ the 
project. These parties would each provide risk-bearing equity. 

5. INFRASTRUCTURE DEVELOPMENT PARTNER OPTION - Under this option,•· -{ Formatted: Bullets and Numbering 

tie would conduct one procurement exercise to appoint a private sector partner 
who would~_under tie.instruction,_ either_prncure_ contracts or _be.instructed_ to_ enter 
into contracts in relation to any advance works, the infrastructure works, system 
integration, design and the procurement of tram vehicles. The proposed contract 
would _be _in the_ form_ of _a _partnerin_g_ agreement_ such_ as _ppc_ 2000 _or the_ NEC 
form_ of contract. 

6. TRADITIONAL PROCUREMENT OPTION - Under this option, tie itself would+ -----{ Formatted: Bullets and Numbering 

conduct separate procurement exercises in relation to design, infrastructure 
works, system integration and tram vehicles. tie would remain in contract with 
each __ of_these_parties. ___ Various. types _of.contract_ could_ be _used_such_as_ the _ICE 
or _JCT_conditions_ of contract. 

A summary of the Group's view of their fit with the key criteria is shown below. 

. Options Formatted: Font: Arial, Font color: 
Key Criteria .1. i ~- ~ § § Black, Highlight 

Risk y y_y ? x x x 

Cost Certainty yy _yy .Y. x x x 

Control x y_y y y y y 

Flexibility of Contract .Y .Y .Y yy yy iY 

Flexibility of Financing y y Y. x x x 

Demonstrable VfM .7 y .Y. x x 7. 
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. 
Key_ Criteria 1 

Market Interest* ?_ 

Deliverabilit~ ?_ 

,* To be discussed with market 

Key: ,N .,= yery good fiL 
..J = .Good fil 

i 

y 

y 

O(!tions 

J ~ § 

?_ ?_ .Y 

?_ ?_ y 

§ 

.Y 

y 

Formatted: Font: Arial, Font color: 
Black, Highlight 

Formatted: Font: Arial, Font color: 
Black, Highlight 

.;>" { Formatted: Indent: Left: 1.27 cm 

Formatted: Font: Arial, Font color: 
// 

+: Black, Highlight 

Formatted: Font: Arial, Bold, Font 
color: Black, Highlight 

Formatted: Font: Arial, Font color: x ____ = ___ .Poorfit ____________________________________ _ 

? _____ = ___ .,_Uncertain,-,may_need_ to,be,teste<! ··········································~:::'.> . 
flnsert_summal)'_table }rom_PUK and_consider_deletion of text_,__possibly_insert_below)is!J _______ \ \\\ 

Black, Highlight 

Formatted: Font: Arial, Bold, Font 
color: Black, Highlight 

Formatted: Font: Arial, Font color: 
Black, Highlight 

+1c1.F,uul1-I -1C.,10EJRR-S!:i<OEJFHtJcia1-10.10p-utii:iOlflRr----ECiSOlflm'IEp3fr11:'iSillin'Hgr-tiHnfffraassitrnruc11c31tHUHre~.-ssv-,ys&1tceelflm'l-liHntEEeH:gfFraactrnio3fn'l-ia3-ln'Hdr-tt:nra3-lm'fl4-\ '\\" 
prncurement(ex-sludin-goperator)andindudmgalldesi-gnamladvanceworks, \\\\\ \ ( Formatted: Indent: Left: 2.54 cm 

Assessment~---P.otentially---l}fovides---for---maximum---risk---transf-er,---sost---se-rtainty---and 
fle~-ibility-of financmg. Howev-er, tiewoold lose c-ontml of the-k-ey ar-eas hi9hli-ght-ed- as 
important--{-veJ:i.iG~&,---design,---ut-ility--diversioo--and---&ystem--integi:ation}---Also---sertain 
d-oubt&-aoout--mar-ket--appetite--(even--wit-h--separate--operator--contract)--impacting--on 
deliverability and- VF'M (especially-given NAO- observations on approac-h as used- on 
previoussc-hemest. F-1-+~ R-E-ME:N+SO-F-MA+-GHWl+HP.ARAME+f:R.S 

2Jn-f-ra-st-ructu-re-and-mt-egrat-0r-C-0n-sor-tium-Option--separate-l}foc-urement-of-vehicles4-. 
----ultimately---~ading---to---novat-ion---of--the---vehicle---contract--in-to---a---sin-gle---consortium ~ 
re-sponsible for all e-~men-ts of -the- infrastructure, E:lement of initiffi d-esign and 
ad-vance utilityworkpossible, but with risks then- transferred-to c-on-sortium 

Assessment: Potentially provides for maximum risk transfer (assuming successful 
n-ovation--0f-vehide--sontract-and--transfer--of--0esign&),--cost-certainty--and---fle-x-iliility.--0f 
financing. Would allow tie to retain control of choice of vehicle (and to take advice of 
Df'OF operator) and- to advance desi-gn work for sensitive sect-ions of the lirle-s, 
Howe-v-er, -tie w-ould- n-ot contrnl-choice -of system inte-grntor, Opportunity for advanc-e 
design and utility diversion work should increase market appeal and addresses 
sertain--N-AG--observations,--but--mar-ke-t-consultations--to-con-firm,--f-1-+-,-f'O+-E-N-+-I-Ab-b¥ 
V-E-R¥-GOOO.-MA+CH-Wl+H-f'ARAM6+-E-RS 

Formatted: Font: Arial, Bold, Font 
color: Black, Highlight 

Formatted: Font: Arial, Font color: 
Black, Highlight 

Formatted: Font: Arial, Bold, Font 
color: Black, Highlight 

Formatted: Font: Arial, Font color: 
Black, Highlight 

Formatted: Font color: Black, 
Highlight 

Formatted: Font color: Black, 
Highlight 

Formatted: Numbered + Level: 1 + 
Numbering Style: 1, 2, 3, ... + Start at: 
1 + Alignment: Left + Aligned at: 0.63 
cm + Tab after: 1.27 cm + Indent at: 
1.27 cm 

\[ Formatted: Bullets and Numbering 

Formatted: Numbered + Level: 1 + 
Numbering Style: 1, 2, 3, ... + Start at: 
1 + Alignment: Left + Aligned at: 0.63 

.... cm + Tab after: 1.27 cm + Indent at: 

3,mfrastr-uctur-eConsortium-Option-sepaFat-e-prncurement-of-vehidesaml-additional+ .. ·. >1-·2- 7-c-m---------===< 

control over system integration function ultimately leading to novation of contracts \\ \ '! Formatted: Bullets and Numbering 

imo-a-siflgle-coosortium, \:'{ Formatted: Indent: Left: o cm 

Assessment As Option 2. However, given importance of &yste-m int-egi:ation- t-0 
delivery, tie ch-Oice- -of syste-m in-te-grator potentiaffy ernd-e& risk transfer possible- m 
main contract. FIT: POTENTIALLY GOOD MATCH WITH PARAMETERS 

4. 'Arranged' Joint Venture Option seek procurement of a JV entity between vehicle4-, .. 
supplier-and-infrastr-ucture-consorti\Jm--eachprovidingris-k-beaFing--S{!uity, · · 

Asse&sment,--W-0u-ld---create--fu)(ibihly--oo--sc-0pe,---B-ut--J-V--with--eqllity--puts--a-.Jimit---0n 
possible risk transfer, increasing cost uncertainty. PFI financing not possible. Route 
also--unt-ested-in-.fig-ht--rai-l--sestor,-raisiing--0oubts-over-marke-t-appetite,-deliverability-and
VF'M. Fl+: P.OOR-MA+-GH Wf+H P.ARAME+E:RS 

CEC-000001880646.doc 7 

Formatted: Numbered + Level: 1 + 
Numbering Style: 1, 2, 3, ... + Start at: 
1 + Alignment: Left + Aligned at: 0.63 
cm + Tab after: 1.27 cm + Indent at: 
1.27 cm 

( Formatted: Bullets and Numbering 

Formatted: Numbered + Level: 1 + 
Numbering Style: 1, 2, 3, ... + Start at: 
1 + Alignment: Left + Aligned at: 0.63 
cm + Tab after: 1.27 cm + Indent at: 
1.27 cm 

( Formatted: Bullets and Numbering 

CEC01880646 0007 



transport initiatives edinburgh Limited 
Tram Procurement Strategy 

5,-lnfrastr-uctur-e--De-velopme-nt-Partne-r--Option----iRGfemental-appr-oaG-l'l,--based-on--oJ*lr-i+, --
bookltarget--costs-adoptir-ig-partnering-appr-oaGfl-to-procurement, · 

Assessment--Woold--pr-ovide-a-great-deal-of-G-omr-ol-ar-id--maximum-fleximlity,--Howevef, 
ffit!Bh---fedoce-d---r-i-sk----tFar-isfer,----no---Gertainty---of---G-0st&---up---fr-om,---MOfe----diffiGult----to 
eemons-tFate----V-FM---{-less----of---GG-Fflt>et-ition)---and---P-F-1----Rflar-iGir-ig---not---p-ossie-le,----FH; 
E-LEMEN+-S-OJ;-GOOO-F-IT,--BU+-SIGN!f:IGANTREM-ENTS-OF--P-OOR-fl+ 

6,Trnditional--P-rocur-ement--Option----tie--procurns--separate--elements--of--sys-tem--without•,--
sir-igle-partAef, · 

Asse-ssmem~--Similar--to-Option--5--in-ter-ms-of--maximum--sontr-ol--fGf--tie--and-maximum 
flexib-ility-(-bll-t-implies--sigRi:f'iGant-pr-oject-management-capabilit.y-reqllirement),--Minimal 
r-i-sk--tr-ansf9f,--minima1--cost--certainty,--and--not--sllitable--f-or--PH--fll=;--Eb~-M-EN-l=S--OJ; 
GOOOFl+,BU+SlGNlflGA-N-1=-E-bEM-EN+SOFP-OORfl+ 

On the basis of a comparison with the Group's assessment of the relative importance of the 
key criteria, the emerging current preferred procurement strategy is Option 2: Infrastructure 
and Integrator Consortia (lnfraCo). 

+-l'le-emefgir-ig preferfe-d-pr-oGur-ement str-ateg.ywill-be-disGU&sedextensively-by tie-with-G-EG-, 
the Scottish Executive and the DPOF operator partner, Transdev. In addition, targeted market 
testing will take place with a selection of constructors and funders during the next month, and 
t-l'leir- fee-dbaGk-willbefaGt-ored-intother-eGommend-ation,-GRG-e thes-tFategyisdevelopedand 
approve-d,---wor-k--wi11---Gontinue--on---the---busine-ss---ease,---When---an--outlme---busine-s&--Gase---is 
developed,-t-l'le--pr-owrement--pr-oG-ess-will--Gommeoce--fofmally, 

Tram Project Funding Strategy 

£Whv: is- this- inproGur-emer-it p-apef?--lsr-i't- this- more-for-P-at's- OBG-JThe funding strategy is 
interlinked with the procurement strategy and the development of a robust business case. 

Planned expenditure is presently disaggregated as follows: 

1. Operator involvement and related consulting and management work; 
2. System procurement execution; 
3. Land acquisition; 
4. Utility diversion; and 
5. System construction (at this stage to include vehicle acquisition) 

Further disaggregation and possibly aggregation is under consideration. 

Items 1-4 are described as Advance Costs, being costs which will require to be incurred prior 
to the commencement of the main tram construction period. This approach not only supports 
the programme timetable but also disaggregates the procurement process in an optimal 
manner. c90% of Advance Costs relate to utility diversion and land acquisition. 

If it is necessary to minimise advance costs prior to Royal Assent this may cause a delay in 
commencement, depending on the Parliamentary timetable. This key issue is under active 
review. 

For financial evaluation purposes, two cases are examined below: 

1,!_Capital funding up-front to cover a) Advance Costs ; and b) System Construction (the-+ 
"up-front" model) 
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2,!_Advance costs funded up-front, and system construction costs financed through a PFI 
(the "PFI" model) 

+-he--et1Si-Ress-B-ase--evalu-atioo-J*ocess-is--i-A--t-"1e-.fullewmg-st-ag-es, 

I .Establish capital-B-0st-e-stimates-an<l--fmancial--pr0-ject-ie-n&-iR--2-GCB--pr-iG-es--Bill-Fin-anc-ial+, --
St-ate-me-nt-~-ad<lre-ssing-t-he--ent-il=e-ty-0-f-kmes-Gne--an<l-+we-;- · 

Z,Review-the-t1p..froot--mooel--f0-F-affo-r<laoilityi 
3.Address sources of funding; 
4.-GoR-sider-troocatioo-and--ohased-B-OR-str-uctje-n--if-R-ecessa-ry; 
~,Pr-epare-r-evised--up-fr-em-mo<l-eli 
&.A<ld-ress-PF-1-eptjoo; 
1,Ce-m-par-e-f'F'l--0ptioR--t0--u-p-f-root-mooe-l-an<l-asse-ss-.VF'M--i-R-wmext-ef-rj&ki 
8.Conclude on funding structure up front or PFI, or more likely a further variation; and 
9.Dep!oyselected-fun<ling-strncture-withiR--procur-emeR-t-process. 

The modelling performed to date, has highlighted a substantial funding gap and this is being 
addressed. In order to fill the gap, a number of matters are under assessment - property 
development gains, land contributions, increased car parking revenues, advertising and 
commercial income. If these cannot square the circle, other sources will require to be found or 
system truncation executed. 

The critical influencing factors include: 

• Extent of grant award, assumed pegged at £375m with no indexation 
• Availability of congestion charging (CC) funds and if so implications for preferred 

R-etwefksyste m 
• Impact of EARL on Line Two economics 

The process of developing an affordable Retwefksystem within funding constraints is well
underway. It is important to note that two alternatives have already been fully assessed: 

• Line One loop in its entirety with a capital cost of £243m at 2003 prices 
• Line Two to Newbridge with a capital cost of £280m at 2003 prices 

Both of these solutions are therefore affordable within the £375m grant award. tieH~ has also 
started a preliminary view of an alternative R-et>N-0r-ksystem, which combines elements of Lines 
One &and Two, but falls short of the full F\e-PNO-Fksystem. Next steps will include further 
truncation assessment and incorporation of Line Three into the assessment; and evolving a 
view on the effect of EARL. These are complex exercises--aA-d_which_--are unlikely to be fully 
f-Ormedforseve-ralm-0nt-hs,+-he-outc0-FR-ewjJJalse--requir-eto-eer-ewill be reflected in the OBC 
and which may affect 1) a--<l-ecision--ofl--tj;he extent of powers sought within the Bills; and 2) 
communication of changes processes against a backdrop of the Public Inquiry and run-up to 
the Referendum. The newly-appointed operatorOperator will have a key role in supporting this 
process and they will inherit gain/pain sharing arrangements around the final agreed 
ne-twG-Fksystem. 

It is clear that affordable system solutions are available. The work now is designed to ensure 
that the best value solution is defined and then executed. 

tie and CEC have established an excellent working and contractual relationship with 
+r-an&de-v, 
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1. INTRODUCTION 

transport initiatives edinburgh Limited (tieti~) have undertaken an assessment of the options 
available for the procurement of 'infrastructure', 'tram vehicle' and 'system integration' 
elements of !+ram Networksystem. 

The purpose of this paper is to identify the 'preferred' procurement strategy, having reviewed 
the relative strengths of all options that will allow us to meet the proposed delivery programme 
and achieve an operational system in 2009. 

1.1. Objectives 

The procurement strategy is central to the success of the tram project. Considerable work 
has already been done and the purpose of this paper is to provide the Scottish Executive 
with an insight into the current thinking on some critical next steps. 

{The__intention _js _ _to .. work. with .. all _relevant parties,. especially. City_ of _Edinburgh. Council.,. · · · · · · { Formatted: Indent: Left: o.63 cm 
{"CEC']L. the .. Scottish .. Executive __ and .. Transdev, ___ to .. develop __ the _procurement__ strategy 
leading to an Outline Business Case as the basis for funding for the preparatory work to 
enable formal procurements to commence. It is anticipated that this position will be 
reachedjn Summer 2004 to stay in line _with_the_pfogramme_and_to provide a_pfoper basis 
on _which_to_expjain the _strategy in the _context of parliamentary scrutiny. 

The __theme __ of. the __ strategy is Jo. ensure. that _risks __ are. aggressively managed. and _ _in 
particular that tietie's stakeholders are not asked to commit to either contractual or 
financial obligations until each stage has been thoroughly analysed and approved. It is 
anticipated_that _this _paper.will.be incorporated into.the. Outline.Business _Case.f.'.'OBC'1.to 
support Jhe __ next .. stage __ of Jhe __ procurement __ process __ in ___ Summer .. 2004 ... No---material 
commitmem-of-new-fumiing-is--sought-at-this-st-aqeJ; 
See-ear-iier:-romment-sJThe-int-en-tion-i-s-to-work-with--all--re/evant--part-ies,--eweGiallv--Citv--of 
E-dinbu-rqh Couocil {'CEC"J. -the SGe#ish- E-x-ecutive ami h-ansfiev. to develog-the 
procurement strategy leading to an Outline Business Case from which formal 
procurement--c-an-commence.--f.t.-is--amiGipated-that--th-is-wsifon--will-oo--reach-ed--ey-Autumn 
2904--to--stay-in-.Ji.ne-with--th-e-prf>fJ..-ramme--and--to-pFewle-a--pr-epef-ba-sis-on--which-to-exf)lain 
the-str-ateg'f-in-the-context-of-parf.i-amemary-scru-tinv-. 
Th-e intention is to work with all relevant parties, especiaJJy City of.Edinburgh Council 
fCE-G"f. the Sce#ishExecu-tive and T-ransd-ev, to d-evelOf) the procur-emem str-ategy 
leading to a robust business case from which formal procurement can commence. lt is 
amicipated--that---thi-s--position--will---be--reach-ed---by--Autumn---2004--to--sta-y--in--.Ji.ne--with---the 
pmgramme--and--to-pro-lfi.de-a--proper:-basi-s-on--which-to-expl-ain--th-e--str-ategy--in--the-ront-ext 
otparliarnentaw scrutiny 

The theme of the strategy is to ensure that risks are aggressively managed and .in+ ------{ Formatted: Indent: Left: o.63 cm 
par:ticular:-that--tie's-stal<-eholder-s--are--not-a-sked--to--c-emmit-te--either--c-emra-ctual--er:-fin-an-c+al 
o/:Jligation-s-until-eam-stage-ha-s-ooen-theFoog_h-ly-analysed-aml-8Wfoved-.--f.t.-is--amk;ipated 
that-th-is-paper:-will-be-inrorwr:ated--into-the--Ou-t!ine-Bu-siness-Case-("OBC-"t-to-supwrt-th-e 
next-staqe--0f.the-procurernent-process-in-autumn-2004,-No-materia!-commitmentot-new 
rumiioois soughtatthi-sstaqe, 
The theme of the strategy is to ensure that risks are aggressively managed and in 
particular that tie's stal<Ehokiers are not asked to commit to either contractual or financial 
oo/.igat-ions--umif.-eam--stage-has--been-thomu-ghly.-an-alysed--and--approved-.--f.t.-i-s-import-am 
to-not-e that, -with one-key exception, name/y--the-early in-volvement-0f.th-e Of)erator:, -no 
material commitment of new funding is sought at this stage. As explained below, the 
commitment to the operator is for a very kmited sum of money, re.'ative to the scale of the 
proJect and the importance of the operator relationship. 

1.2. Scope of Paper 
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The paper comprises the following elements. 

• Procurement Objectives~ 
• Lesson Learned~ 
0Key-Pr-0Gu-rement--Features 
• Early Operator Procurement 
• Development Of Tram Procurement Strategy_; 
• Procurement Options Available; 
• Preferred Procurement Solution; 
of:unding-Strnte§-y 
•Pfocurement-Pr-0§-ramme 
elflfr-astFUGtur-e--PfGGUf-emem 
oPllbliGUrnitie-sQiversioR-PfOCU!'eme-Rt 
•+fam--Vehicie-Pr-eGu-rement 
oSystem-lnt~ration-Prnc-uremem 
• Market Interest 
• 3rd Party Agreements; 
• Commissioning~ 
_•_Governance; and 
• funding _Strate_gy:. 
.CGR-Glusions-aml--ReG-emmeooat-ions 

It is proposed that this paper will appraise the Scottish Executive regarding t-ie.ti.~'s 
decision making regarding the identification of the preferred procurement route for the 
!+ram Networksystem. 
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2. PROCUREMENT OBJECTIVES 

CEC/t-ieti~ have identified a number of 'overarching' tram-p-rocur-ement-objectives..f9_U.l:1~..tr.?.m 
project, as outlined below. 

• Develop a public transport tram system to complement the unique setting and 
character of the city; 

• Establish a high quality operating tram as an integrated part of the city's transport 
system; 

• Develop the tram service in a manner which contains the risks associated with the 
initial design and construction and the subsequent operation within limits that CEC 
and tieti~ is best placed to manage; 

• Develop the initial phases of the tram system in a manner that does not inhibit its 
further development; 

• Structure the development of the tram procurement to maximise the value of the 
funding committed by the Scottish Executive together with additional resources 
becoming available through the ITI; 

• Minimise the impact of the construction phase on the normal economic and cultural 
I ife of the city; 

• Deliver overall project on time and in budget; and 
• Maintain competitive stress through the procurement by generating market interest. 

In_ the __ context __ of _these. objectives,. tietie_ have_ also _sought _to. draw_ on_ lessons _learned_ from __ a 
number of previous projects. _A number _ofJhese_ are_ clearly set.out inJhe _recent.NAO _report. 
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3. LESSONS LEARNED 

The National Audit Office (NAO) has recently published its report "Improving public 
transport in England through light rail". This report is a timely and comprehensive 
overview of the successes and failures experienced elsewhere in the UK in recent years. 
Although the report is mainly focussed on the role and responsibilities of the Department for 
Transport ("the Department"), it contains useful guidance for ti-e!!~ and CEC. The principal 
lesson learned from previous projects is as follows. 

• Actively manage risk out 

NAO identified a number of barriers to the successful future development of light rail systems 
in the UK and highlighted the issues which need to be addressed to overcome the barriers, 
which included the poor financial performance of existing schemes leading to higher risk
driven cost of new schemes, and recommended the following. 

-1-,! ... Better 'risk-sharing' and 'new' procurement contract structures that enhanc~-
private sector involvement 

As a consequence, the NAO made a number of specific recommendations to the Department, 
which included the following procurement related issues. 

2,!_Seek better standardisation in design of systems, vehicles and methods of+-
construction using experience from existing systems and partnering with promoters of 
other new schemes; 

3-c! __ Seek ways of managing risk and reducing the costs of utility diversion including 
questioning the need for specific diversion; and 

4,!_ldentify the most cost-effective procurement methods and contract structures as 
a means of controlling cost. 

f!J1.~~-~--if~.~-~J~i--.-.~~---~-~-~----~J.IY.-.-.~.~J-!:l.~.9.l.'!!~~t .. ::·.-.~.~~~----~-~~---~-~ ..... ~.~ 
merely-refer-to-fact-that-procur-ement-strategyJs-desig.ned-to--reflect-NAO-conciusiorlsJ 

tie recommends that the NAO report conclusions be adopted in full and that the proposed +-

tram-procurement-strategy-addresses-the-reported-'b-arriers-to-success'-at-an-eafly-stage, 

tietie _recommends _that _the __ NAO __ report conclusions_ be __ adopted_ in _full_ and _that _the_proposed 
tram_procurement_ strate_gy _addresses_ the__reported _'barriers_ to __ success' __ at __ an __ early _stage. 
tietie~s procurement strategy reflects NAO conclusions and recommendations. 
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EARLY OPERATOR PROCUREMENT -----{ Formatted: Bullets and Numbering 
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tie!!~. in consultation with CEC and the Scottish Executive, determined in Spring 2003 that 
the early involvement of the tram operator was an innovative and critical element of project 
risk management. The principal reasons are: 

4.!._Separation of the operator and system construction contracts achieves high quality+--
risk disaggregation and consequent benefits to contract pricing 

2.!._Early involvement of the operator allows tietie to use their knowledge in the design 
and construction periods and ensures two things: 

a-1 ). The operator is fully bought-in to the design once operational and ... 
eliminates the risk of redefinition being introduced with attendant cost 
implications; and 

ec2). The operator's knowledge wil I __ 9-§§j.§!_j_QJb~ ___ g§!§i!§_Q_£rnJ?_§rntj.9_o __ Qf 
specifications for construction systemassist--ke-eping---e-0sts---of--e-0nstr1cJGtion 
down--d-uring-the--neg-otia-tion-o.f-the-e-0ns-truetion-G0ntraets. 

3.!._Early involvement also facilitates proper planning of an---integ-rateu---_service ... -- -
network, integration especially with bus operations 

4,!._ The operator contract allows for 'pain and gain' sharing around target costs and 
revenues, providing further financial risk management 

The contract structure adopted by tie-tie is now under active assessment by a number of 
English authorities to resolve some of their procurement problems. The recent NAO report 
pointed strongly to early operator involvement as a means of improving the procurement of 
tram procurement and achieving a stable and affordable system. 

The total costs of the professional advisory services by Transdev, the newly appointed 
operator, will be c £2m in the current financial year, including cost invested to date, and will 
run at that level over the next 4 years until the system is mobilised. Development of the 
project business case will be met from funding already voted to the project. Although the 
desire is to have a long term successful relationship with Transdev, the contract agreed with 
Transdev is capable of being terminated by tietie within short notice periods and without 
penalty. Hence underlying financial commitment is limited. 

This is wholly separate from system construction commitments, which will be the subject of a 
separate set of contractual documents to be negotiated over the coming months. The costs 
of this process cannot be meaningfully evaluated at this stage but will be presented with a full 
rationale in the_ OBC.by late summer 2004 and submitted within an Outline Business Case for 
tfle-Netwofk, 
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DEVELOPMENT OF TRAM PROCUREMENT STRATEGY 

The following is a summary of the results of the Infrastructure Procurement Working Group as 
reported in the Companion Paper - Preferred Procurement Strategy, dated April 2004. 

6-.4-.-=5.'-"'1 . ..___ Infrastructure Procurement Working Group 

tiet!~. initiated the formation of an Infrastructure Procurement Working Group and 
orchestrated assessments of alternative structures for the procurement of 'infrastructure', 
'tram vehicle' and 'system integration' elements of !+ram Networksystem. 

The membership of the Working Group comprises the following. 

• 
• 
• 
• 
• 

tietie; 
Partnerships UK- PPP Developer; 
DLA - Legal Advisors; 
Grant Thornton - Financial Advisors; and 
Mott MacDonald and Faber Maunsell - Technical Advisors . 

The Working Group's collective experience of procurement was used to assess options 
over a number of detailed working meetings. This experience was additionally 
supplemented by Transdev, recently appointed for the Operator Contract. 
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issues. Jietie. should attempt to retain the option of retaining the same private sector //. 
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separnt-e init-ial eonti:aGt (as with vehiBle-s) is-more--open-t-o fl-Ue-stioo, giv-efl 
importane-e-of-ti:.msfe-rr-mg--trns--Fisk-to-Biaders-. 
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PROCUREMENT OPTIONS AVAILABLE 

Having __ aqreed_ on _the _relative __ importance_ of _the __ key criteria,_ the _A--total--o-f-s-fx-option-s-have 
been identified by the Infrastructure Procurement Working Group ___ identified __ a_group__of 
P..9.I~ot.i.?.!.P..r9.9.Wrnrn~_i:,_t._9.pt_i_c;m~..f9.r.f.\.lr:t.tl~L?.rJ!;!JY.?.!?., 
-(-Companion--Pa-pef--~-Pr-eferr-ed--Prncur-emer.-t--Strategy;--dated-30--,l\pril--2004)--that--wifkillow 
constrnctior.---and--o-perntion--of--a--Frnm--r.-et:>Nor-ksyst-em--fn--2-009--as-suming--that--wor-k--can---be 
undertake-n-in--adva-nce-of-Ro.yal-As-ser.-t;-as-follows-.-

1_. __ _fU LI.. CC>l\ll:>()~"f"llJIVI ()f>l"l()I\I .- _ Under ___ this ___ option, ___ tie __ would ___ conduct ___ one~/ 
procurement __ exercise ___ and __ the __ successful __ consortium ___ would __ deliver __ all ___ desi9.n,. 
infrastructure _works, __ and_ tram_ vehicles. ___ The_ consortium __ would_also _be __ responsible 
for_systems inte_gration. ___ The form_of contract could be based_on_a_PFI/PPP_model. 
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lt is recognised that the options directed at commencement of operations in 2009 are likely to+._ 
require substantial expenditure prior to the provision of Royal Assent, which is anticipated in'\ 
December 2005. tie-t!~. recognises that this is a key issue on which no decision has yet been 
taken. If necessary, .tietl~.will recalibrate the timetable to minimise expenditure prior to Royal \. · 
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Appraisal of Options 

The six options identified by the Working Group, have been tested against the 
parameters established through the key criteria: 

1. Full Consortia Option - comprising infrastructure, system integration and tram+. 
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Assessment: Potentially provides for maximum risk transfer, cost certainty and 
flexibility of financing. However, tietie would lose control of the key areas 
highlighted as important (vehicles, design, utility diversion and system 
integration). Also certain doubts about market appetite (even with separate 
operator contract) impacting on deliverability and VFM (especially given NAO 
observations on approach as used on previous schemes). FIT: ELEMENTS OF 
MATCH WITH PARAMETERS 
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2. Infrastructure and Integrator Consortium Option - separate procurement of+--
vehicles - ultimately leading to novation of the vehicle contract into a single 
consortium responsible for all elements of the infrastructure. Element of initial 
design and advance utility work possible, but with risks then transferred to 
consortium. 

Assessment: Potentially provides for maximum risk transfer (assuming successful 
novation of vehicle contract and transfer of designs), cost certainty and flexibility 
of financing. Would allow tietie to retain control of choice of vehicle (and to take 
advice of DPOF operator) and to advance design work for sensitive sections of 
the lines. However, tietie would not control choice of system integrator. 
Opportunity for advance design and utility diversion work should increase market 
appeal and addresses certain NAO observations, but market consultations to 
confirm. FIT: POTENTIALLY VERY GOOD MATCH WITH PARAMETERS 

3. Infrastructure Consortium Option - separate procurement of vehicles and ... -
additional control over system integration function - ultimately leading to novation 
of contracts into a single consortium. 

Assessment: As Option 2. However, given importance of system integration to 
delivery, tietie choice of system integrator potentially erodes risk transfer possible 
in main contract. FIT: POTENTIALLY GOOD MATCH WITH PARAMETERS 

4. 'Arranged' Joint Venture Option - seek procurement of a JV entity between+-
vehicle supplier and infrastructure consortium - each providing risk-bearing 
equity. 

Assessment: Would create flexibility on scope. But JV with equity puts a limit on 
possible risk transfer, increasing cost uncertainty. PFI financing not possible. 
Route also untested in light rail sector, raising doubts over market appetite, 
deliverability and VFM. FIT: POOR MATCH WITH PARAMETERS 

5. Infrastructure Development Partner Option - incremental approach, based on+-
open bookl_and_target costs adopting partnering approach to procurement. 

Assessment: Would provide a great deal of control and maximum flexibility. 
However, much reduced risk transfer, no certainty of costs up front. More difficult 
to demonstrate VFM (loss of competition) and PFI financing not possible. FIT: 
ELEMENTS OF GOOD FIT, BUT SIGNIFICANT ELEMENTS OF POOR FIT 

6. Traditional Procurement Option - tietie procures separate elements of system+--
without single partner. 

Assessment: Similar to Option 5 in terms of maximum control for tietie and 
maximum flexibility (but implies significant project management capability 
requirement). Minimal risk transfer, minimal cost certainty, and not suitable for 
PFI. FIT: ELEMENTS OF GOOD FIT, BUT SIGNIFICANT ELEMENTS OF POOR 
FIT 
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O(!tions -<--- { Formatted Table 
Key_ Criteria 1 i J ~ §. § 

Risk y _yy ?_ x x x 

Cost Certainty yy y_y y x x x 

Control x _yy y y Y. Y. 

Flexibility of Contract Y. Y. y y_y yy .YY 

Flexibility of Financing y y .Y x x x 

Demonstrable VfM 7. Y. y x x .7 

Market Interest* .7 y .7- .7 Y. Y. 

Deliverability* ?_ y ? 7- y y 

* To be discussed with market 

Key: ,N Very good fit 
..J Good fit 
X ____________________________ Poor fit 
? _____________ =------------- U nee rta in_ - _may. need_ to_ be_ tested 

llne.ert e.u RlRltlF'f table as used_fclr _ E:xElc_~LlRl RlafY} __ 

On the basis of a comparison with the Group's assessment of the relative importance of 
the key criteria, the emerging current preferred procurement strategy is Option 2: 
Infrastructure and Integrator Consortia (lnfraCo). 

The emerging preferred procurement strategy will be discussed extensively by tietie with 
CEC, the Executive and the DPOF operator partner, Transdev. In addition, targeted 
market testing will take place with a selection of constructors and funders in ___ due 
course.during---the---next--- month, and---their-- feedback-- will--- be--- factored--- in---to---the 
recommendation.--Once-the--strategy-is-deve!oped--and-approved;·work-will-conhnue-on-the 
business--case-.--When--an-ouUfne-bu&iness-case--is--devebped·,··the-procw:ement--p-rocess 
will-commence-formally-.fsee--eaflier--wmmeflt&fe:--pos&ib-le-romu&ion--0n-'-OBG'3 
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PREFERRED PROCUREMENT SOLUTION 

The following Section outlines the basis of the selection of the preferred procurement route, 
observed benefits in terms of risk transfer and identifies the key workstreams generated as a 
consequence that need to be managed by tietie. 

Basis of Selection 

The following option has been identified as the preferred procurement option for the 

-----{ Formatted: Bullets and Numbering 

------{ Formatted: Bullets and Numbering 

+!ram Networksystem, by the Infrastructure Procurement Working Group. __ J-GfleGk _____ ... Formatted: Font color: Black, 

description] '-H_ic...gh_li"-gh_t _________ _, 

2 .... .INFRASTRUCTURE.AND_INTEGRATOR. CONSORTIUM . .OPTION. -.. Under. this... { Formatted: Bullets and Numbering 

option,_ tie& would, conduc( two_procurement_ exercises .. ,,The Jirst_would __ be_for_ the _______ Formatted: Font: Bold, Font color: 
procurement of design, infrastructure works and systems integration. The second Black, Highlight 
would _be. for the _procurement of. tram. vehicles .... U ltimatel:,L the .contract. for. tram '----.c._.c._ _______ _, 

vehicles .. would. be. novated .. to .. the .. infrastructure _ _provider .. as _part _of. the .. design, 
infrastructure __ and __ systems _integration _ _package _ of _works. ___ The __ form __ of _ contract 
could be based on a PFI/PPP model. 

2.-lnfrastr-uGtur-e---and---mteg.ratof---GGns0rtia---.O-pt-ion-------sei,-ar-at-e---pr-0G-ur-emeRt---ef .... -- -
vel:i-ides-~--ultimately---leading--t-0--novatiGfl--of--t-he--vehide---eGfltr:aGt--into--a--single 
consortium responsible for all elements of infrastructure; 

The Working Group recommended the adoption of the above route on the basis of an 
assessment against constraints and key criteria. It is considered that this option will best 
meet CEC/tietie's procurement objectives and has flexible features that will be beneficial 
to the scheme. In addition, this procurement route will allow the following. 

• Allow early commencement of works; 
• Facilitate greater control by CEqtie_tie; 
• Lend itself to long term funding solutions; and 
• Provide the best balance of cost control, risk transfer, flexibility and delivery to 

programme. 
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8.-2,~7-=2·~- Risk Transfer ------{ Formatted: Bullets and Numbering 

A d-etaile<l assessment of' the relative fisk alloGation l:i-as rnrt been undertaken at t-his 
stage,-{Gan-'t--0~t--awav:witl:i---this----need---to--set--o-ut--Ri6*--Matric)(----what--tr:am;ferredtwhat 
retained/what---SA-ared---et-e,1An assessment of the relative risk allocation has been 
undertaken. and .. summarised..in .. Appendix .A, .. for. the. different.risk _prnfiles .. of. the. above 
procurement options in terms of risks transferred to the lnfraCo partner, retained by tietie 
QL§b.sl.r~.9, .. J4owever,-Ithe following principal risk areas are considered to be significantly 
reduced by the adoption.of.preferred procurement solution. 

• Design risks; 
• Construction and development risks; 
• Technology and obsolescence risks; 
• Control risks; 
• Planning (Cost and Approval) risks; and 
• Land risks. 

The following risks appear to be unaffected by the procurement route and will be actively 
managed by ti-etie. 

• Performance risks; 
• Termination risks; and 
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• Residual value risks. 

7.3. Infrastructure Procurement .. ............................................................ :"\ 
..q..,'\, 
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Following on from selection of the proposed 
recommended that the scope of the contract 
development, of the tram system. 

preferred procurement option, it is'°\\\· 
be 'maximised' to include the full \\\ \ 
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This __ will __ result __ in __ definitive __ timescales __ to ___ achieve ___ relevant __ approvals __ and ___ enabling 
legislation .. 

tietie __ will __ seek_ to __ reduce __ scope __ uncertainty __ in_ tram __ system _ contracts __ by __ developing 
contract, documentation. to. a. detailedJevel. and.by transferring the Jiabilities. of_relevant,key 
sub-contractors_into_the infrastructure contractor's team_at_contract_award. 

A framework pricing structure is to be developed which will allow for separable portions 
within lines as well as for the lines themselves. This will minimise time and process risks 
associated_with_tendering_before Royal.Assent 

tietie recommend that the contract will be structured in such a way as to allow for tietie to 
maintain __ options _on __ expansion __ of_the _system _over_a_ timeframe _of_ up .to_ July .2007, __ and 
subject. to.Junding .. and _agreement.with__lnfraCo, .. allow .a.framework. option_tojnclude. the 
construction _of _Line_ Three. 

Payments_ should_be _regulated_ with _milestones _apprnved_oy _an_ independent_ third _party 
acting __ on_ behalf_ of _all __ interested_ stakeholders_ (banks,_Jessor,_ Scottish _Executive,_ CEC, 
Network __ Rail, ___ tietie ___ et ___ aQ. ______ A __ condition __ regarding ___ 'maximum' __ _funding ___ drawdown 
throughout the construction period will be agreed where appropriate to control interest 
arising_. 

Following_ the_ transference_ of the_ design team_the _final_ detailed_ deslgn_of_the _system_ will 
be .,integrated. within. a _ _turnkeyjdesign, .. construct. and .. commission) contract. for. the. full 
system. 

Scope risk, particularly street works impacts will be reduced by obtaining critical planning 
apprnvals~ _ _to _ _the __ maximum __ extent __ possible~ __ prior _to_ the __ award __ of _ _the __ Infrastructure 
Provider contract tietie note that finalisation of the design requires accurate tram 
performance. information. and. critical ,information _on. OH LE. and _ticketing_ systems. 

Thereafter the responsibility for any other approvals outside of the critical planning 
approvals will be the responsibility of the infrastructure provider and not with tietie. 

It _is .. anticipated _therefore. that,_during_ the .. bid_process. the. contractors _wilLbe .. addressing 
the .. Project .. at .. a .. greater _ level .. of.. detail .. with .. their .. proposed .. sub-contractors .. than .. has 
previously been the norm on other PFI contracts. This will reduce procurement risks and 
allow. tietie. direct _access _to. the _selected _key sub-contractors. during_ the _bidding process 
and avoid delay in_committing to suppliers. 

7 .3.1 ...... Key Issues 

,,, ,,, ,,, ,,, ,,, ,,, ,,, ,,, ,,, ,,, ,,, ,,, ,,, ,,, ,,, 
\\\ 
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• ______ Programme to_service_ commencement; 
• Scope of contract and framework; 
• Design and planning approvals: 
• ...... Utilities diversion; 
•----- Vehicle_procurement and_maintenance~ 
• Systems Integration; 
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• Market Interest; 
• Third party interface agreements and approvals (e.g. Network Rail); and 
• _____ Commissioninq_of_system. 

------{ Formatted: Indent: Left: 1.9 cm 

Risk premiums contained within the Infrastructure Provider contract will be minimised+ ------{ Formatted: Indent: Left: 1.27 cm 
by _establishing _a_ de-risked __ project_ "pJatform" _by_ addressing __ the __ areas _of_hlghest 
scope,_ cost and_ time _risk_before _entering_into_ a_PFl_ delivery contract. 

7 .4. ________________ Public _Utilities _Diversion_ Procurement <:---{ Formatted 

· .. { Formatted: Bullets and Numbering 
As_highli.9.hted_in_the _recent NAO_report on_"lmprnving public transport in_England through ... . __ { 
/" ht "f' tlt" b · th t · T t · · · k · t th 11 · f t t ·.. Formatted: Indent: Left: 0.63 cm 1g __rat c__u 111es __ nnq __ e ___ mos _s1gn11can _pnc1n9.__r1s __ 1n o __ e __ overa _ __in ras rue ure 
procurement._The _NAO _recommends that "adequate proposals_to _manage_risk associated 
with the cost of diverting utilities". It is recommended that the risks associated with utility 
diversion be eliminated to remove the areas of risk detailed below: 

• Scope uncertainty: 
• ______ Location uncertainty; __ and 
• Negotiation weakness of infrastructure provider - relative to CEC/tietie. 

The __ risks_ to_ tietie __ are __ minimised __ on __ both __ time __ and_ cost __ and_ will _ _require __ a __ bespoke 
solution in Edinburgh involving: 

• _____ Agreements_ with __ utilities_ to __ address, __ throug_h __ tietie, __ the __ minimisation __ of_ utility"" 
diversions; 

• Assessment of the actual 'long-term' access risk of not diverting with the 
Operator; 

• ______ Dispute _resolution_involving tietie,_ Operator_ and _utility; 
• ______ Diversion of critical_utilities _and_ Network_Rail_assets; 
• ____ _Jdentification ___ of __ 'long-lead' ___ diversions __ with __ earfy _ diversion __ and __ direct __ contract 

engagement by tietie; 
• ______ I ncentivisation_ to_ minimise _cost below_tarqet_maximum_ cost; 
• _____ Integrated __ services __ identification __ and __ section __ pro.9.rammin.9. __ with __ 'partial' ___ and 

'limited' full street closure and associated traffic management; 
• ______ Limitation __ of_ utilities __ powers __ within __ the __ working_ envelope __ of_ the_ tram __ system 

(includinn_ OHLE); 
• Single point of contact. Each utility to provide a dedicated Project Manager to 

facilitate_ utilities _diversions; 
• Street management working meetings involving CEC; 
• ______ Undertake __ critical ___ desi_gn, ___ operations ___ and __ possessions ___ (restriction __ of __ use) 

strategy for all utilities diversions to minimise diversion requirements; and 
• _____ Undertake_ site_ investi_gation_activities_ to_ cover _archaeolo.9.icat__g_eotechnical_and 

environmental risks . .___ 

Uetie recommend the minimisation of utilities diversions through challenging the .... 
proposed_ engjneering_ solutions _and _adoptinq_ an_ acceptable _level_ of disruption _risk_ arising 
from_ utilities _issues with the_ full_support_ of the_ Operator_ of_the_ tram system. 

The __ anticipated __ outcome __ is __ a_ hybrid __ procurement with_ Uetie __ diverting_ 'long-lead' __ and 
'critical'_ "within_ track/LO D"_ utilities. _ __! n _order to_ achieve _an_ operatin.9._tram_ system in_2009, 
a _si.9.nificant_ number_ of _utilities_ diversions_ will_require _to __ be_ commenced __ prior_ to _Royal 
Assent.. 

OHLE pole base diversions will be left to the contractor who can leave many utilities 
within pole base foundations with adequate protection (e.g. sleeving) but each foundation 
does require a specific design. This is a low level risk to tietie and the Operator. 
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It _is __ noted _ _that_ the __ locations __ of _ _the _pole __ bases _may_ vary. durin9. _ _the _ detailed __ design 
process and as a result this aspect of diversions/ and protection should be cost
effectively left_ within_the _scope_ of the_ infrastructure_provider. __ _This _risk_ will _be __ minimised 
by requiring the Infrastructure Provider to adopt the engineering design and planning 
approvals ___ which __ tietie ___ has ___ obtained _ __in ___ critical ___ areas. ___ tietie ___ anticipates __ that_ __ the 
lnfrastructure _ _provider bidders_ will _adopt and_secure _sub-contractor and_ specialist_desig_n 
input_as_a_key_part of the_BAFO_process. 

7.5. Tram Vehicle Procurement 

- - - - --{ Formatted: Indent: Left: 0 cm 

<:---{ Formatted 

· .. { Formatted: Bullets and Numbering 
tietie's approach to Tram Vehicle Procurement is a direct response to lessons learned on+ 

th I" ht ·1 · t h I f d d r h It d · d I d "--·-{ Formatted: Indent: Left: 0.63 cm o er_1g_ _ra1_proJecs, __ w ere_seec1on_an _ e1very_ ave_resu e _in_severe_ eays_an 
commensurate cost increases. Separating out this key element from the main PFI and 
transferring into the successful bidder at contract award reduces the risk of downstream 
delays. 

The __ g_eneral __ shrinking __ in_ the __ Tram __ vehicle __ suppJy _ market _reduces _the _potential_ for 
lnfraCo bidders to leaver an effective competitive advantage and will not be their core 
market. 

It is therefore recommended that tietie manage the initial vehicle procurement directly, as 
follows:. 

• Development by tietie of a tram supply, commissioning, maintenance and spare<>.--- - Formatted: Indent: Left: 1.27 cm, 
Bulleted + Level: 1 + Aligned at: 0.63 
cm + Tab after: 1.27 cm + Indent at: 
1.27 cm, Tab stops: 1.9 cm, List tab + 
Not at 1.27 cm 

parts_ supply_ contract; · 
• _____ The_ contract should _be _developed with two _separate_parts: 

1 ). Tram procurement and commissioning; and 
2). Tram maintenance. 

• ______ Following_ ___ preferred ___ supplier ___ selection ___ the ___ tram ___ vehicle ___ procurement ___ and 
commissioning contract. detailed information will be transferred to the 
infrastructure bidders and used in BAFO stage to allow accurate bidder pricing 
and_up_toJinancial close; 

• The Infrastructure Provider contract will thus address the issue of system 
integration and EMC (electromagnetic compatibility) issues and this will be a 
critical_part of the _bid;_ and 

• The tram vehicle maintenance contract will be either through the infrastructure 
contractor, through the Operator (or directly with tietie) and is partially dependant 
upon the _nature _of_any proposed tram_leasinq_agreement andJunding. 

Each potential tram supplier will establish different supply chain characteristics to meet 
the tender requirements. Critically matters associated with alternative (cost effective) 
suppliers need to be addressed by tietie, as the ultimate owner of the system, during the 
tender_prncess. 

Different__vehicles __ have __ different_ EMC_ issues __ and __ this __ matter __ needs __ to __ be __ addressed 
between bidding infrastructure contractor and systems integrators. preferred tram 
manufacturer, _Network Rail,_ Operator_and tietie_in_establishing the_lnfrastructure _ _provider 
agreement. To minimise slippage in this complex area tietie will engage an EMC 
specialist engineering firm under the engineering design team to specifically address 
the Jisks __ associated _with _ _this __ interface. ____ The _ _results _ of _the _tram/EMC_ analysis_ will_be 
provided to the Infrastructure Provider bidders. 

The_matter_of_latent_defects and_extended_ warranty risks_for the vehicle can_be_addressed 
through_ the _above_contract_structure_ throunh _a_ value_ for _money_review. 

To obtain_g_reater volume_discounts_and_continuity of_supp[yL an_optionJor _inclusion_ of 
the Line Three vehicles will be added to both the tram procurement. maintenance and 
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any.leasing .agreements _with_ a_ latest anticipated _decision_ date _of_additional_ rolling__stock 
requirements being July 2008. tietie will review progress in the definition of requirements 
during_contract preparation. 

7.6. System Integration Procurement 

The _market for competent.systems integrators _is_considered_to _be _limited. 

tietie _recognises that _in_ other_ completed_ UK tram _projects _the_ systems _inte_g ration _role 
has been significantly underestimated and under-managed. This has translated into 
s[gnificant _ time __ delays __ which __ have __ been ___ magnified __ QY._ not __ utilising__ existing_ __ systems 
engineering_ solutions_ and __ prnblems _with_ integrating .svstem __ and _tram __ solutions. ___ These 
solutions now exist but are the intellectual property of individual suppliers. 

tietie . ..recommends .. that .. systems .. integrators .. are, .. with .. contractor .. bidder .. agreement, 
restrained from entering exclusivity arrangements with bidders in the initial bidding phase. 
This _constraint can_ be _released_ durim:i_ BAFO. ___ This will_ allow_bidders_ to _have _access_to 
the_ limited systems_integrator_and supplier market. 

tietie .. will .. weight . ..its ... bidder .. selection ... process . ..in .. Javour ... of .. woven ... systems ... with 
associated technology improvements. 

The tietie design team will require access to all alternative systems integration solutions 
prior.to_ selection, __ with_ the_preferred_bidder,_ of the __ best _solution_ for __ Lines _One _and.Two 
and_allowin_g_for_optional_system expansion_into_Line_Three. 

By tietie_preparing__lnfrastructure _ _provider _tender_ documents, __ having_ detailed __ the __ scope 
of the _EMC_(combined_ with_accurate _knowledge_ of _Network Rail_ assets}_ and_ developim:i 
tram __ design __ through __ BAFO, __ the __ systems_ integration __ solution __is .. expected __ to __ be __ priced 
competitively_and competently, 

Upon award. the lnfraCo provider will thereafter be fully responsible for the systems 
integration risk. 

A single Systems Integration contractor is a preferred step for tietie where the option to 
expand_ to_ include _Line_ Three _is not_undertaken. 

tietie __ will __ retain __ "client _ support_ services' __ for_ contract_ administration __ purposes __ and __ will 
require_ to _separately_procure _ design _services _(to _be_ ass[gned _to__lnfraCol_ to __ maintain_ a 
detailed. understanding_ of.its .systems. 

<:··-{ Formatted 
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8-Z.7.7. Key Work Streams-.ff.{1.f~.-.i.~.-.~.-.~~Y.-.-~.~.~.-J~r-.-.e~f.-.~9.~,-.-.~.~~~.~_. ----{ Formatted: Bullets and Numbering 
it.fs .. moved .. t-0 . .the.end .. of .. the.sectiorHtefininq.our .• preferred.strategy.-.u .. sets 
out-what-we-would- need--to-do- next-to aet- ready-t-0;procure,;and--key-issue-is 
how-51.uic-kly;SE-rulow-u&-to-do-this-} 

Development of the procurement strategy enabling service commencement in 2009 has 
been done alongside of programme constrnints[}]requirements. This does not affect the 
overall procurement route, but does accelerate the timetable of some aspects of the 
programme including the requirement for tietie to undertake certain key activities in 
advance of Royal Assent, as set out in the following Sections. 
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The following activities are designed to create a considerably lower 'risk platform' for the 
delivery of the operational system. 

8-,3-.-1-, 7. 7. 1 . Design and Planning Activities 

Develop a Public Sector Comparator (PSC) model for bid review; 
Develop all agreements with third parties (as outlined later in this paper); 
Develop construction and traffic management strategy for bidding 
process; 
Develop finance strategy and obtain indication of pricing; 
Develop full performance specification; 
Mobilise Transdev to provide professional advisory services, through 
DPOFA, during the Project Development phase from July 2004; 
Obtain commitment for abortive tender cost support; 
Review the potential benefits and determine the use of emerging 
technologies in tram, infrastructure and ticketing; 
Review the adequacy of current technical, financial, legal, property and 
insurance advisor remits and identify need to procure additional services; 
Undertake application for planning approvals in all critical areas; 
Undertake critical area review of DPOFA to minimise interface risks to tietie 
in Infrastructure Provider delivery, particularly at mobilisation and trial running 
phase and negotiate necessary changes in DPOFA; 
Undertake critical design, operations and possessions strategy for all utilities 
diversions to minimise diversion requirements; 
Undertake design work in critical areas to consolidate planning approvals 
process; 
Undertake temporary and permanent traffic regulation orders to facilitate 
construction strategy and input into Infrastructure Provider bid process. 

3.3-.-2.7.7.2. Procurement Activities 

Undertake design team tender, document preparation and action bids under 
two commissions - tietie continuity services and detailed design services; 
Undertake tram tender process, document preparation and action bids; 
Undertake PFI tender process, document preparation and action bids; 
Undertake site investigation works for accurate utilities mapping and input 
into diversion strategy; 
Engage a .specialist electromagnetic compatibility EJedro MagnetiG 
Gur-rent--(EMC) company;, 
Undertake site investigation activities to cover archaeological, geotechnical 
and environmental risks; 
Undertake Nelwofk--Network Rail asset investigation study and prepare 
accurate engineering drawings for input into the detailed design process and 
Netvvork f:,L~twg_r)s_Rail agreements;_g[]Q 
Undertake CPO and alternate land acquisition processes defining any 
Infrastructure Provider land acquisition and compensation liabilities. 

t-i-e--r-eG-0mmends--aovaoce--<livefSion--of--critical--utili-ties--ano-asset--confi-rmation 
s-urveys--to--mGr-ease-G-0st--0ertamty--ano--separa-te--t-hese--'high--risk'--etements---0ut 
from the maincontrnd in line with-NAO-reeommemlations. 

tietie recommends advance diversion of critical utilities and asset confirmation 
surveys to increase cost certainty and separate these 'high risk' elements out from 
the _main _contract_in_ line_ with _NAO_ recommendations. 
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9. FUNDIN~S+RA+fcG¥JAsbef-Ofe-,;sits-Oddlyhere.Dowewantth+sinth+spa-per'?U + -----{ Formatted: Bullets and Numbering 

so,. maybe should. be .a. separate .annex.or at.the end, .. and .should .. reflect. the.3 
~ff9.f.$~.l.~.9.ITT.i.~:.~J~-!:l:.~.H~.J>.aj_1:19:_{¥._~:.ffl:.-P.~.V.-~:i-9..~.G.] 

+-he--fooEl-i-Rg--strategy--is--mter+inked-witl'l--the--procUFement--strn-tegy-and--th-e--ee-velopment--0:f:-a 
robll-st-busines-s-Gase-.-

P-laITT\ed-expenditur:e--i&-pr:es-emly-disagg-regated--as-follows; 

1.0perator involvement and related consulting and management work; 
2-,System-pr:oct1remem-e-xecll-tioo; 
3,land-acqu-i-sition; 
4,Ut-ilit-y-dtver:sion;.-and 
G,System const-ruc-tion (at this-stage-tonlll-de-vehiBle-aGquisition) 

ltems..'.J.-4-are-desc-ribed-as-Ad-vance-G-0sts,--0emg-.costs-whiGl'l-will-r-equir-e--te-be-nUFred-.pr+or 
to-th-e-.commen0eme-nt--0f-the-main-t-ram--c-0nstrt1Gt-ion--period,--+-his--ap-pr-ea0h--no-t-only--supp-0rts 
the programme timetable but also disaggregates the procurement process in an optimal 
manner:,.c90%-ef AdvanGe·Costs--relate.to utility-0iversion and·laooacquisiti-0n, 

If it is necessary to minimise advance costs prior to Royal Assent this may cause a delay in 
G-0mmenGemem,--depending---0n-tfle--f'arfamen-tar:y.-timetable,--+flis--key--issll-S--i&-ll-ndeH1Gt+ve 
review, 

l"or-financial-evaluati-On-purp-0se-s,-w,,,e-cases-are--exammed-below:-

------{ Formatted: Widow/Orphan control 

------{ Formatted: Bullets and Numbering 

0Gapital-ft1nGing--Ulp-fFont--te--c-0ver ------{ Formatted: Bullets and Numbering 

a),Advan0e-Costs-;--and 
o),Sys-tem-Construction-(th-e-"up-frnnt"--model) 

•Advance-.costs--f®ded--ll-p...front-,--and-.system--c-0nstroction--Gosts--fmaflE:-eG--thr-0t19l'l--a--P-F+ 
ttl'l-e-"PF-1"-model) 

The--lrusiness-case-evatuati-On-pr-0eess-is--in--the-fdlowi119-stag-es-: 

-1-,e-stabli&h-capital-.cost-estimate&-and--finanG+al-pr-ejec-tions-in-2-0Q.3-.pr.jc-es--Bill-l"inaflE:+al+- -----{ Formatted: Bullets and Numbering 

Statement-~-addressing-the-ent+re-ty-of-kmes-One--and-+wo;-
2-,Review--the-up...front-m-0del-for-aff-erdab-ilityi 
3cAddres&-soUFces-of-fundmg-i 
4 .Consider truncation if necessary; 
5,f'-r9f}ar-e--revise4-up-f-ront-model; 
@A4dr-ess-PF+-option; 
7,Compare--PF-l-optioo-t-0-up-front-model-and--assess--VFM-in.coote-xt-of-risk; 
8,Conclude--0n--fundi119-structUFe--t1p-fr-em-or-Pf-l,--0r-m-ere-like+y--a-furth-er--va-riat-ioni--and 
9.Deploy selected funding structure 'Nithin procurement process. 

+fle-m-edellmg-per:formed to-eate, hasl'l-igflli9h-tedasll-bstantial-fu-nding-g-apand-tflisis--0emg 
addresse-d,--ln--0r:de-r--to--fill--the--gap-,---a--nll-mbe-r--o:f:-matte-rs--are--under--assessment-----prnper:ty 
developmem-gains,--land--G-0n-trioution&,--ad-v-ertisi119--and--G-0mme-rciaf.-nome,--lf--these--Gann-0t 
square-th-e-c+rcle,-oth-er-.soUFGes-will--requ+re--te-.ee--fou.n4-or-system--tfU-AGation-e*esuted-.-

+fle-.crit.jc-aJ-influencmg--fa0tors-in0lude~ 

eExtent--0f-grant-award,-aswmed-pegged-at-£3-7-5m-witfl--AO-in.(!exati-Oni ------{ Formatted: Bullets and Numbering 

•Availaoility--of--congesti-On--cha-rging---(CG-)--funds---and--i:f:--so--irnplications--for:--pr:efer-red 
networkwstemi--and 
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+-he--process--ef--0eveloping--aR--a#er-0able--f\et\NGFk§'S:tem--within--ft1ooing--eoostfaiAt&-i&-well
uoo&rWay,-+t-is--imJ*)Fl:am-t-o-oote-tl'l-at--twe--altemat-ive&-have-alreafl.y-ee&n-ft1lly-asse-ssee, 

•Une-Onel0-opin-itsentiretywit-hacapitalc0-st0-f£243ma-t2.Q03pi-ice-s 
e-bine-+we--te--Newbr-io{}S-wit-h-a-Gapital-c0-st-0-f-£W0m-at-2.Q03-prices 

Both of these solutions are therefore affordable within the £375m grant a1Nard. tie has also 
started a-prelimina£Y-view of an-alternative-system.-which-rnmbineselements of -bines One--& 
+-we,--oot--falls-she-rt--ef--the-.full-syst-em,--Ne*1c-steps-will-mchme-f-urther--tr-uncati0-n--assessment 
and incorporation of bine +hree into the assessment; and evolving a view on the effect of 
eARL-+hese-are--somplex-exercises-whicl'l---will--be-reflectee-in-the-.OB-G-anfl.-wmGtHnay-affect 
1 l the extent of powers SO\Aflht within the B-i!J.s, and 2) commllflication processes against a 
backdrop. of the Public Inquiry and run-up to the Referendum, The newly-apPointee operator 
will---have--a---ke-y--fole--m--supp0-rtmg---this---pr-ecess---aRd---t-hey---will---in-hefit---gain/-pain--shariw 
arrnwements-arnood--the-fmal-aq-reed--syst-em, 
80-th--of--these--se-~ti0-ns--are-therefor-e--affofdable-within--the--£-37-5m-grant--awafdAie--has--alse 
startefl.--a--prel-imfnaty--v-iew--of-an--'alternative'--netwo-rk;---whic-h--eo-mbiRes--elements--of--bines 
One & +'NO, but falls short of the full netv.'ork. Next steps 'Nill include further truncation 
asse-ssment--aoo--inc-orpe-ration--0-f--b-ifle--+-hr-ee--into-t-he--asse-ssmem,--and--evolving--a--view--on 
the--effect--ef-EARb.-.---+-hese--are--co-mplel<---el<ercises--and---are---unlil<-ely--to--be--.fully--.for-m-ed--.for 
several months. +he outcome 'Nill also require to be reflected in 1) a decision on the extent of 
J*)Wers-so-ught--wit-hin--the--B-ilJ.s,--and--2-)--GOmmunicatie-n--ef-Ghanges--against-a--backd-rop--of--the 
Public Inquiry and run up to the Referendum. +he ne1Nly appointed operator 'Nill have a key 
r-ele-in-supporting-this-prncess-and-they--will-inherit-gaintpain-sharing-arrnngements-arnund-the 
fmal-ag-reed-f\etwo-rk, 

It is clear that affordable system solutions are available. +he 'Nork no1N is designed to ensure 
t-hat-the-be-st--vruue-so-lution--i-s-definee-aoo-t-hen-el<-eGUte-0, 

tie and CEC have established an excellent working and contractual relationship with 
+ransdev. 
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10. ··PfOCUrement.J!f~ramme.JAqaiR·fSR't.tms .. fof .. Pat'&·OS(>where.weJ:>J'~Rt··3+· ·····{ Formatted: Bullets and Numbering 

alternative. timetables?} 

+he··recommeRdeG·-OptioR··fGf··l-Rfrastfucture··f'fOVffief··JNGGUrement··i&·the··US0··Gl·a·-Oe-+ ······{ Formatted: Indent: Left: o.63 cm 
riske{l ... i;1i;-.1 .. mtegrnt-ect. .. wntfast ... seJutioo···(l-nl'rastrncture ... aJ1d···IRtegfator ... eonsoftium 
OptionasdefinedinS&tioo],-0f trns-paJ*lr)-followingt-he-develepmeRt-0f a-platformte 
enab-fe ... miR-imised····SGGpe-···Change-···riskS···-associated···Wit-h···Planning ... -apprnval-s, ... -utility 
div-ersions,.N-etwork-Netw-0rld~ai+-aoo.wnti-nuity.of.design.team. 

+he·k-SY·JNogr-amme.date-s·aFe-·a&·followsi 

eC-0mme-nGe-·f-ull·prncur-ement.strntegy.h-aving.f-unding.jn .. pJase .............. .July .. 2004 ······{ Formatted: Bullets and Numbering 

•Suemit·+fam·G-utline·-B-usineS&.Case·····························································,!!:~:·~:·~:·~J1il-)':2-0(}4.. Formatted: Font: Bold, Font color: 
eC-0mme-nGe-·JNGGUremeflt.e-f.design, . .Jeg-al.anct..fin-ancial·-adViS-Or-&·········August.2-004 Black, Highlight 

•Commence tram vehiGle procurement by OJEU October 2004 '-------------_, 
•Commence lnffaGoprecureme-ntby.QJEU ·································Novembef.2-004 
eObt-ain.Roy-al.Assent.to..un-e.Qne-.and··2·Bills················································December.2-005 
.Close·l-RfraC-0·c-ORtfaGt·wit-h·trnms·-aml·design·t-eam··················Jufle.2006 
•+ram system partially open for public service June 2009 
e+r-am·system.fuijy.o.peR·f-Or.p-ubliG·serviGe······································Octobef·2-009 
•Bus service- integrntioRchange& made December 2009 

tie·-ha-ve··develepeG·detaileG·project·plclll·Of·the-·w-0rkstrnam&·t-O·me-et·a·miG·2-0Q.9 . .partial+ ······{ Formatted: Indent: Left: o.63 cm 

o.peFation,.wit-h.f-ull.o.peration.by.Qctober.2.QQ.9, .. Acritical-·ta-sk·t-O·f-acilitate-.the.prncurement 
ef.+nfrnC-O.and·vehicle·supplycontracts.willbe·t-0.get.the·t&hnical·de-sigRers·-0nbeard·in 
ear+y·COUf&e,· 
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1~~~NFR~+~~~-P~URE~~N~U~~-~~-O~-are-~~ntand-~o~-~"-O~- ----·{Formatted:Bu~~and Numbering 

after 8.2.as. 'Detailed .description .of preferred _optionJ 

FG!lowing-on--from-selection-of--the--prnpesed--pr-efe-rfed--Pfoc-ure-ment-option,--it-is-fe-commende-EI 
that--t-Ae---SG-0pe--ef--the---G-0ntract--ee---'maximise-El'--to--iru;looe---the---full--d-eve-Jopme-nt---0f--t-Ae---!+ram 
syst-emNe-twOfk, 

+-his-wiU--re-suU--m-defu:litive--time-scales-t-0-ach-ie-ve--re-levant--apprnva-fs-and--eflahlmg--leg-i-s~t-ion, 

tie--will--se-ek--t-0--re-dU-Ge--SGOpe--illlGe-rt-aint-y--i-n--!+ra-m--Net-wor-ksystem--cootr-act-s--by--d-eve-fopmg 
contract documentation to a detailed level and by transferring the liabilities of relevant key 
Silll--Gootra-G-tor-s-int-0--the--mfrastroctl!fe--sootfa-G-tor:-s-te-am-at-cootra-G-t-award, 

A--fra-mewOfk--prmg--stfuG-tur-e-is--to--be--d-evefoped--wh-ich--will-aUow-f-of-se-par:able--pG-Ftions--with-im 
lines--as-wella-sf-ofth-elines-the-mselve-s, +-his-will-mmimise-timea-nd-prn-G-ess-risk-sa-sso-G-iate-EI 
with tendering before Royal Assent. 

tie-~!~ recommend that the contract will be structured in such a way as to allow for tie~!~. to 
maintain options on expansion of the Ne-twOfksystem over a timeframe of up to July 2007, 
and subject to funding and agreement with lnfraCo, allow a framework option to include 
the construction of Line Three:.___ 

Ra-yments-sho-uld--be--re-g-ufat-ed--with--m-i!e-stone-s-a-pproved-b-y-a-n-i-nde-pe-nd-ent-t-hird--party-acting 
on----ee-half----of----aU----intefe-sted----sta-ke-hold-efs----(-banks,----le-sso-r,-----S-G-Ott-i-sh----fae-cut-i-v-e,-----CEG, 
Ne-tw-ork-Networ-k---Rail,---tie----et---a-f),------A---wnd-itio-n--fe-gar:d-mg---'ma-xim-um'----funding---drawdown 
throughout the construGtion period will be agreed where appropriate to control interest arising. 

Followi-ng--th-e--tra-nsfefenGe--o-f-t-he--d-esig-n--tea-m-the--fina-1-detaile-El-de-sign--o-f--the--syste-m-will--be 
mte-gra-ted--with-im-a--tllfnkey-{d-esign,--coostfu-G-t-and--comm-i-ssion)--contra-ct-f-of-th-e-Mf-s-y-ste-m, 

Scope risk, particularly street works impacts will be reduced by obtaining critical planning 
a-pprovals-,--to--th-e--rna-ximum--exte-nt--possi-ble,--pri-or--to--t-Ae---awar-El--0f-t-Ae---lR-fra-str-uc-tur-e--P-re-viae-r 
cootract.----t-i-e---not-e---that---finalisatien----0f----the----d-esign---requir-es----acc-urate----tr-am---pe-rf-ormance 
in-fofmatioo-a-nd--cr:itiGa-l--informa-tion--o-n-OHl6-a-nd--tic-k-eting--syste-ms, 

+h-er-ea-fl:ef the re-sponsi-bility fOf-an-y o-the-r-approva-1-s outsiee-o-f t-he cr-itiGal-pla-nn-mg-a-ppFov-als 
will-be--th-e-r:espon-sibility-of-th-e-in-frastrnctur-e-providerand-not-withtie, 

lt--is--a-nticipate-d--ther:efore---that--d-uring--th-e--bid---proce-ss--the---cootr-actor-s--wi-11--b-e--addr:es-sing---the 
prnje-ct--a-t-a--gre-ater-le-vel-of--d-eta~-with-theif--pfopos-ed-sub-contfactor:s--than--has-previously 
be-en--th-e--nor:m-o-n-o-the-r-Rfl--co-ntr-acts.----+his-will-r:e-Eluce--proCllfe-me-nt--risks-and--allow-tie--dir-ect 
access to the selected key sub contractors during the bidding process and avoid delay in 
G-Ommit-tmg--to-supplie-r&.-

11.1.Key Issues 

+h-e most important aspeG-ts ef-the--i-nfrastrU-Gtllfe-G-entract ar:e-t-he--rnanner in-whic-h the 
following issues are addressed: 

--{ Formatted: Font color: Red 

------{ Formatted: Bullets and Numbering 

DRrogr:amme-to-s-er-v-ice-commenGeme-nt; 
DScope- of contract and-frame-work; 
DQe-signand--planning-appr-eva-1-si 
D Utilities diversion; 
-D-V-eh-iG-le-procur-ement-and-main-teflanGei 

«-; - - Formatted: Indent: Left: 1.27 cm, 
Bulleted + Level: 1 + Aligned at: 0.63 
cm + Tab after: 1.27 cm + Indent at: 
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-D-Sy-ste-ms-lnt-egratien-;-
nMar:ke-U-nte-re-st; 
-DThird-party-int-erface-agree-me-ntsan-d-approvals(e,g.--Ne-tvvofkNetworkRail)-;-a-nd 
-D-Comm-i-ssioning-o-f-system, 
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R-isk--pr-emiums-B-0Rtaioo€1--wit-hin--tlw--fnffastrt1Gt-ill"-e--Pr-evi€1-e-F-B-0Atraet--wfl-l.-be--miflim-ise-e--oy 
establishing a de risked project "platform" by addressing the areas of highest scope, 
wst--aml-t-ime-risk-b-ef0fe-entei:ing-int-0--a-i;1i;-f-delivwy-contr-act-.-

CEC-000001880646.doc 37 

CEC01880646 0037 



transport initiatives edinburgh Limited 
Tram Procurement Strategy 

12, PUBUC-U-T-lb-1-TfES--OIVERSIONPROCUR-fMEN+ 

As---hfghlighled--m--tl:ie--r-eGe-nt--NA-0--repGrt--on--"-tmproving--pub/ic-f.ranspGrl--in-England--through 
light -Fait'', utilities- -br-iflg t-he- -most 6-fgnifoam pfiBing r-isk into tl:ie overall imrastfuG-tur-e 
pr-eGtlfeme-m,--+-he---N-AG--r-eGomme-nds--t-hat--''adequate--prop0-s-al-s---t0--manage---ris-k---as-S0Giatee' 
witk---the---ee-s-t--Ot--e'ive-rl-iflg--utiJ#ie-s-'!,----It--is-fese-mmerul-ed--tl'l-at--the--fisks-aswGiated-with--utility 
diversion--be--eliminatee-to-r-emov-e-t-he--ar-ea-s-of-ris-k-detailed--below; 

oSG-Ope-UAGe-rtainty;-
•bocation-uRG-eftaiA-ty;--aml 
•Negot-i-ation-wea+me-ss-of-imrastfuGtur-e-pre-vider---r-ela-tive--to-GeG/tfe-. 

+he risks to tie are minimised on both time and cost and 'Nill require a bespoke solution in 
Edinburghinvolvingi 

-----{ Formatted: Bullets and Numbering 

------{ Formatted: Bullets and Numbering 

•Agreements 'Nith utilities to address, through tie, the minimisation of utility diversions; ------{ Formatted: Bullets and Numbering 

0Assessme-nt--0f-the-a-GtuaI-'.lo-A-g-te-rm-'--aGG-ess-ris-k-of-not-Givefting-wit-h-tl:ie-.Qperator; 
ollispute-fe-solut-ion--inv-0lviR9-tie-,--Qper:at-or--aml-utility;-
•Dive-rsion-of-crftica-l--utilities--and-NetworkNetvvor:k-Rail-assets; 
olde-AtifiGation----of----'lofl9--lea-d'----div-ersions---wit-h----early----divefSiGfl----a-nd----dire-Gt----G-omraet 

e-ng-ag-emem-ey-t-i-e; 
•lnG-entivisa-tion-to-minimisecost-belowta-rget-ma-ximumcosti 
olnte-gr:ated--se-rviGes--ide-ntifiG-ation--and--section-progr:ammmg--wit-h-'paftia!'--and--'limited'-full 

street closure and associated traffic management; 
•bimita-tiofl---of--ut-ifit.ies--pewe-rs-wit-hin--tl:ie--work-iflg--e-nvelope--of-the--tfa-m--system-~inG+uoog 

OH-LE); 
0SiR9ie--peim--0f-cOAtaet,--ea-G-h-utilit-y-t-o--pr-0vid-e--a--dediB-at-ed--P.re-j-eGt--Ma-na-ge-r-t-o--faeilitat-e 

utilities-div-er-sions; 
•Str-eet-m-anag-eme-mworkiflg-meetiflgs--iflvewmg--GEG; 
•Undeftak-e--cfitical--design,--ope-rations-and--possessions-{r-estfiGtion--of-use-)--strnt-egy-f.or 

all-ut-ilit-i-es-d-ive-rsions--to--mmimise-d-ive-rsiOA-r-etjllir-emeflts;-and 
olJ-Adertake----site---investigation---activities---to---Go-ver:---archaeologiBal,---geoteGhfliBa!----and 

ef1¥ifonme-ntakis-k-s, 

tie!!~ recommend the minimisation of utilities diversions through challenging the proposed 
engineering solutions and adopting an acceptable level of disruption risk arising from 
utilities issues with the full support of the Operator of the tram system. 

+he anticipated outcome is a hybrid procurement with tie diverting 'long lead' and 'critical' 
"with-ifl-trncklL.QD"-ut-ilities.---lfl-order--to--aG-hieve-an-operating-trnm-system--ifl-2-009,--a-sfgRifoant 
number--0f-utilities-d-ivefSiofls-wi-lkequir-e--to-be-Go-mmef\Gee-prior-t-0-Roya!--Asse-nt 

Ol=l-bE--poie--base--div-ersions-wi-11---be--left--to--tl:ie--c-0ntfa-Gt-of-who--G-an-leave--ma-ny--ut-ilities--wit-hiR 
pole -base foundations with adequat-e preteGtion (e,g. sle-evingt but e-aG-h foundation does 
require--a--spesifiB-d-e-sigRc---+his--is-a-low-levef-r-isk-t-0-tie--and-t-he-.Qperator, 

lt--is--noted--that--the--l-oGa-tions--0f--tl:ie--pole--bases-ma-y-v-ar-y-d-ufing--t-he--detailed--d-e&fQR--prOG-ess 
and--as--a--result-this-aspeGt-of-diversions/-protect-iorl-should-be-cost-e-ffective-1-y-le-ft-withi-A-t-he 
scope--of-the-inffa-structtlfe-pro-vide-r,---::r-his-fis-k--will--be--miflim-ised-ey-requiriflg-the-lnfrastfuctur-e 
Provider to adopt the engineering design and planning approvals 'Nhich tie has obtained in 
GfitiGaI-ar-eas,--tie--a-ntiG-i-pa-tes--tha-t--tl:ie--lRfrastfuG-tur-e--J;1r-0vider---bidd-e-rs--will--adopt--and--seGur-e 
sub-Gontr:aGt-or:-af\d--spesialist-design-input-a-s-a--key--part--0f-the--BAF".Q-process, 
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13-, T-RAM-VElilC-bE-PROCUR-fMEN+ 

tie's--apJ*e-aeh--to--T-ram--VefliE:-le--P-rocur-eme-nt--is-a-aiFeB-t-r-espOf\Se--to--lessOflS-le-aFne-d--ofl--ether 
light -rail- -pr-ojest&, -whe-re- seleGt-i0n- -aoo de-live-ry have- -re-sulte-d- -ifl severe- -delays- aoo 
comme-nsw-a-te---c-ost--iRG-re-ase&.---Sei,-ar-at-iA9---o-ut---this---ke-y--e-leme-nt---fr-0rn---too---rn-ain---P-F-l---and 
tr-ansfer-rifl9--imo---too--St1Gee-ssf-ul--eiade-r---at---c-o-ntr-aet--awa-re---r-ed-uGe-s--too---rfSk---0f--e-GWAst-re-am 
de-lays-.-

T-he--ge-ne-ral-shri-nkifl9--in--the---Tfam--veh-icie--sup-ply--marke-t--re-duses--t-he--p0te-ntial--f-or--ln-fraC0 
emde-r-s-t-0-le-aver-an-e-ffe-stive--e-0FRf}etiti-ve--ae-van-tage--aoo-will--not--lIB-tooir--se-re--rn-ar-ket, 

lt-i-s t-here-fure- re-c-0rn-me-ne-ee- that t-ie manage- too -iflitial-ve-hiele- J*ocur-eme-nt e-ifestly, as 
follows~ 

-----{ Formatted: Bullets and Numbering 

•Qe-vel0pme-m--e-y--t-ie---0f--a--tram--s-up-ply,--G-OFR-FR-fSSioRiflg, -maiffie-na-A-Ge---afl-d--spa-re---parts-+ ------{ Formatted: Bu lie ts and Numbering 

su-pply--Go-ntr-act;-
o+he--wntract-shoule-be--de-velope-d-wit-h-two-separ-ate--parts-:-

-1-),+r-am-prnwre-mern-a-nd--commfSsio-ning;-and 
2+:r:r-am-main-ten-aRGe-, 

•F-ollowi-ng--prnfe-rre-d-s-up-plier-s-ele-stion--the--tram--vehiele--prnwre-mern-and--wmmissiomng 
contr-act,--de-tailed--mf-orma-t-ion--will-e-e--transf-erre-d-t-0-the--iflfr-astru-stur-e-bid-ders-ane--used 
in BAFO stage to allov.' accurate bidder pricing and up to financial close; 

o+he--l-nfr-astrue-tur-e--Pro-vider--c-ornract-w-ilHh-us-ad-dre-ss--the--iss1IB--of-s-yste-rn--mte-grat-i-0n--aoo 
EM-C-{electr-omag-ne-tic-compatibility}-issues-and-thiswill-be--a-criticalpartofthe--bidi 
aRG 

•T-he----tram---ve-hicle----mairne-nan-ce----co-ntr-act---will---e-e----eitoor---thro-ugh---t-he----infrastrocture 
contract0r,--through-the--Ope-rator-{or-d-ifectly-with-t-ie}-and-ispartially-dependantupon 
too-f\a-t-ur-e--0f-any--pr-opose-d-tram--le-asmg--agre-emem-and--fufl-difl§, 

Each-pote-ntial-tram-sup-plier-will-e-stablis-h- different- supply-chain--characte-ristics- to--me-et-the 
t-eooer-r9-t1uifeme-nts-. Critically rn-atte-rs-ass-ociated-with altema-t-ive (-cos-t-effect-iv-e} sup-pliers 
ne e-d-t-o-be addre-sse-d-by-tie-, as- the- -ulhrn-ate--owner-o-f-the- -s-yste-rn-,- -durifl§--th e- ten de-r pr-o ce-ss, 

Qiffe-re-nt-ve-hicle-s-have--d-iffere-nt--f-MG--iss®s--afl-d--this--rn-att-er--ne-ee-s-to-be--ae-dr-es-se-d--be-twe-en 
bid-difl§---infrnstr-ucture----contractor---aoo---sys-tems---integrators,---pre-ferre-d---tram---manufacture-r-, 
NetworkN~iw~Js--R-a-il,--O-perator-an-d--t-ie--ifl-e-stablishmg-too--lnfrastr-ucture--.J;1r-ovide-r-agr-eeme-ntc 
To minimise slip-page in t-his co-mple.x are-a- t-ie-will-efl§age- an EMC speciatt-st engirle-ering 
fi-rm- under-the--e-nginee-ring de-sign--tearn--to--specifically-addres-s--the--ris-ks associated-with-this 
in-tefface,---+he--r-esults--0f--the--tramlEMG-anal-ysis-wil1--IIB--provide-d--to--the--l-nfr-ast-ructur-e--P-ro-vider 
bidde-r:s, 

+he---rn-atte-r--o-f--1-ate-nt--de-f-eets--ane---eld:-ended-war-ranty--risks--for--t-he--ve-hic-le---san---be---ad-dre-sse-d 
through the above contract structure through a value for money review. 

To obtain greater volume discounts and continuity of supply, an option for inclusion of the 
line-+hree--ve-hicle-s-wm-be--adde-d-to-bot-h-t-he--trarn--pr-ocure-me-nt,--maint-enanGe-and-any-le-a-smg 
agre-ements-with--a- late-st-anti-cip ated- desisi on--d-ate- -of-a d-d iti onal-r oiling--s-to-ck--re-quif e-me-nts
be-mg- .July 2008. tie will re-view pr-ogress in the def-inition of r9-t1uireme-nts- -dw-ing-contract 
preparation. 
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14,-S-¥-S-TEMWTEGRA+ION-P-ROCIJREM~NT 

tie-fewgnises-that--i-n--ot-hef--Gompleted--UK-tr-am--pr-ojeGts--tJ:1-e--s-ystems--illtegr-ation--mle--h-as 
beefl---si§RifiGootly--ooder-estimatea--aoo--llA-de-r-manage-d,----+his---has---translatea--iRt-o--significant 
time-delays-w-hic/:1--have--been-magnifie-d--by-not-ut-i!ismg--exIBting-sy-ste-ms--engin-eei:ing-wluti-ons 
arul--pr-ob-le-ms-w-ith--int-eg-r:atmg--system-an<l--tram--solutions,----l=J:i.ese--wlutmn-s-now--ex-i-st--but-a-re 
the-intellectual--pfope-rty--of--iRdivmual-suppliern, 

tietie recommends that systems integrators are, with contractor bidder agreement, 
restrained from entering exclusivity arrangements with bidders in the initial bidding phase. 
This constraint can be released during BAFO. This will allow bidders to have access to 
the limited systems integrator and supplier market. 

tie-will weight its--bi<lde-r s-eleGtion pi:oc-ess iR favour of- proven- systems-with- assoc-i-ated 
teGhnology-impi:ov-ements, 

T-he--tie-design--team-will-r-equir-e-acGess--to--aH-altei:native-s-yste-ms-integ-r:aoon--so!-utions--prior-to 
selection, with the preferred bidder, of the best solution for Lines One and Two and allowing 
for-optional system e-xpansion-in-toline-Three, 

By tie preparing Infrastructure Provider tender documents, having detailed the scope of the 
EMG--(-combifled--with--ascw:ate--knowledge--of---New,,ofk--NSW,,'Ofk--Rail--asse-ts}-an<l--developing 
tfam design thrn-ug/:1- -BA.f'O, the syst-ems -i-ntegr-atmn solution is e-x-pected to be l}ficed 
competitively and competently. 

Upon---awafd-,---the----lnfr-aC-o---pi:ovmei:---wiH---tJ:1-er-eaftei:---be---fully---fe-sponsible---for--t-he---syste-ms 
iRteg-r:atmn-fisk-.-

A single- Systems Integr-ation contract-or is a prefeffed step fof tie whe-re- t/:1-e -ophon- to -expand 
t-o-in-clude--Line-:r-hr-ee-fS-not--un<le-rtaken, 

tie will retain 'client support services' for contract administration purposes and will require to 
se-parately procw:e design services (to be assigned to lnfi:aGo) to maintain- a de-taile-d 
-undefstooding-of-itssyste-ms. 
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MARKET INTEREST 

Both market interest and deliverability can only be properly assessed by discussion with 
potential bidders. For this reason, and given the scale and importance of the project, the 
Procurement Working Group is strongly of the view that before fin?.l!Y. .. committing to any 
procurement option, a structured discussion with key market players will be essential. The 
aim will be to hold such discussions 9.~ .. P.9.rt ___ c,f_Jb.El ___ n_Elxt .. P.b9.~El ___ c,f..\lV9_rl<, .. Jo ... i11.fc,_r111__Jh_El 
preparation .. for .. the __ procurements.in--the---next---month---to---fnform---the---final--version---of.-the 
Procurement-Strategy-paper in-June, 

tietie understands that there will be considerable demand from the construction industry to 
undertake the delivery of the light rail system. In addition, initial market soundings have been 
undertaken and concluded that the proposed strategy will be well received. The price will be a 
function of the risks transferred and the quantifiable ( or otherwise) nature of the risks. 

ln--order--to--complete-the-design-of--an-infrastructure--and--equipment-prncurement-strategy; 
tie--recommends-that-market--soundfng-takes-place--in--June--2004-in--the-same--fashion--as 
served the DPOfA procurement welL lt is considered that the proposed contractual 
options-can-be--appropriatefy.'testecf--for-private-sector--and--funder-rnaction--am:l--can--garn 
fromthe-Df'OF-Operator'.s.comribution--post-appofntment 

The main questions which tietie would canvass in the consultation process address the 
following areas. 

• Advance works for public utilities - responsibility for supervision and execution; 
• Detailed design for 'high sensitivity' areas on Lines One and Two - achieving 

design risk acceptance/transfer without adverse resource and cost implications; 
• Incremental construction - potential for framework agreement; 
• Market attitude towards tendering prior to Royal Assent (appetite, bid cost 

support); 
• Operator - lnfraCo relationship evolving from the DPOF Bid Offer - side letter; 
• System integration responsibility; 
• The separate procurement of trams, related timing aspects, future purchase options 

to increase fleet size, financing possibilities, technical issues arising from wheel-rail 
and vehicle signalling interface; Contractor attitude to novation; and 

• Third party interface agreements - delegated functions as opposed to novation; 
NetworkNetwork Rail standard protocols, GWA and Maintenance agreements. 

Major risk areas need to be and have been constructively addressed in the recommended 
procurement strategy to achieve the procurement objectives outlined above. Initial soundings 
show that the industry is very supportive of the outlined approach as it provides a considered 
risk management approach by involving the party best able to manage the risk before 
appropriate transfer of risk. Major risk premit1m_i! are not anticipated as a result of tietie's 
approach to splitting out defined 'very high' risk components and addressing these as 
individual projects. 
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3RD PARTY AGREEMENTS 

tietJ.~ recognises the need to engage in productive dialogue to resolve issues with the key 3rd 

parties to remove potential conflicts. The importance of agreeing solutions will be paramount 
to the effectiveness of the overall deliverability and pivotal in securing a 'long term' 
sustainable !+ram Net,vorksystem. 

At present the interfaces likely to be in place through Ueti~ are: 

• CEC - Maintenance agreement - street-works, track and drainage 
- Traffic signals 
- Design manual 

• Net\f.'-Ork Network Rail - Enabling works agreement including investigation 
- Maintenance agreement 

• British Rail Property - Land purchase and liability 

• TOC - Station access agreement 
- Through ticketing agreements 

• Developers - Section 75 agreements 

• Landowners - Land acquisition 
- Construction and maintenance access agreements 

• Stat. Undertakers - Stray current code of practice 
- Utilities diversions 
- Easements for access and possessions management 

• Bus Operators - Ticketing systems, through ticketing, concessionary 
- Interchange agreements 
- Service agreements 

This is not an exhaustive list, and the above agreements will be through tietie but fulfilled by 
the lnfraCo or separately transferred directly to the lnfraCo under the recommended contract 
Infrastructure and Integrator Consortium Option (as detailed in Section §+.) of this 
r:eper:l:12.fil1fil. 

The requirements of the tietie agreements with third parties should be discharged wherever 
possible through the infrastructure provider to avoid cost and time risks being taken by tietie. 
This will be an important aspect of the negotiations with third parties. 
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COMMISSIONING 

The DPOFA allows for the services of the Operator to be provided throughout the project 
development phase and correctly sub-divides the stages of that process. However the 
current strategy imports considerable risk to tietie through commissioning through the 
interface between Operator, and Infrastructure Provider. 

tietie _recommends _and_ has _discussed_with_its _preferred_ Operator_(Transdev) that.the _DPOFA 
mobilisation services be re-structured so as to provide that the Operator delivers services 
both to tietie and to the infrastructure provider through commissioning. This in effect means 
that the. infrastructure __ provider. is _actually_ the. first_ operator .(albeit without_passengersl. of the 
system · ... They _need_ to_ have. all_ necessary_drivers and_ controllers .(who. will__be. sub-contracted 
from the. Operator)_ to_ enable testing_ and commissionin_g_to _be_ undertaken. 

t-ie---r-ewmmeAds--and---has--dfSGussed---with---its--pr-efe-rr-ed---Opernt-0r:-{+rn-Asdev}--t-ha-t--the 
DPOF.A. mobilisation services be re structured so as to provide that the Operator delivers 
seP1-iGe&-ooth--t0--t-ie-af\d-to--th-e-imrastn1ctur-e--pr-0vider:-thfwg-h-00missiooing,--·+his--in--ef.feGt 
m-eaf\s t-hat th-e infrnstruGture prnv-ideF is aGtually the fir:st e-perator: (albeit wit-hout 
pa-sseAgers)--0f-the-system--They--Aeed--to--ha-ve--all--Aec-essar:y-drivers--af\d--00-Atroller:s-{whG
will--b-e--suo--wntrncted--frnm--t-he---GJIBrate-r}-t0---ef\able--testiflg---af\d---0ommissiooing--t-0--b-e 
undertaken. 

The Operator therefore has two roles: 

• To tiefjg for acceptance testing and safety related matters and 
• To the Infrastructure Provider to make sure that resources are available to allow 

testing, commissioning and trial running up to the date for service introduction. 

Both t-ietie and the Infrastructure Provider will be looking for capped costs and by adopting 
this strategy anticipates that cost over-runs to tietie will be minimised. 
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GOVERNANCE ·····{ Formatted: Bullets and Numbering 

tietJ.~ will continue to ensure that the appropriate governance controls are applied to the 
next stages of the development of the !+ram NetwefkSystem. tietie have identified the 
principals of an emerging procurement strategy with details of the consequential planning/ 
and design, procurement and construction activities that will effectively de-risk the main 
infrastructure contract. 

In order to manage the activities tietie will need to ensure that appropriate and robust controls 
are in place in order to execute the identified workstreams. These controls will cover the 
following principal areas. 

• Cost; 
• Programme; 
• Quality; and 
• Approvability. 

tietie will need to ensure that each of the key workstreams identified (including the following) 
have identified a workstream leader, resource requirements (dedicated and shared), 
programme and budget. 

1. Design; 
2. Infrastructure &and Equipment - acquisition and maintenance, systems 

integration, funding; 
3. Land acquisition; 
4. Operator involvement under DPOF - system design, service integration; 
5. Planning approvals; 
6. Procurement planning and management (the TPSG); 
7. Site investigation; 
8. Utilities;_and 
9. Vehicles - acquisition and maintenance, possibly funding. 

It is recommended that these workstreams are governed by a Tram Procurement Steering 
Group (TPSG) comprising the following membership. 

• tie~!~. (Finance Director, Projects Director, ____ f'rnj~_gL_M~n~g-~r and Operations ... 
Manager); 

• Partnerships UK; 
• Transdev; and 
• Support from Technical, Legal, Financial and PR advisors. 

The workstream leaders will be required to submit reports as necessary to the Tram .• 
Procurement Steering Gr~up:-·1t-isconsidered-that-thetie!.ii Pr6JectsDirecfor woulcf reporl:

0

_----

progress and issues arising from the Tram Procurement Steering Group to the tieAABoa_rd, It _ 
is recommended that Projects Director would additionally regularly report on issues to CEC 
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and Scottish Executive. 
....----- { Formatted: Justified 

£Ne-ed-to--mclooe-fef-er-e11Ge--to--day-to-day:-Bfesponsibility forJ~.J:.woiect_and day-to-day co- / / 
ordinaffon ofadvisorinpuiswillbejn hands.of the new Pro[ed Manager --a key_appointment "••-
qJr.r.~.otJY..P..~irl.9.Prn.9r.~.!:?!:?.~.\:1J 

11.1. Procurement Programme 

The recommended option for Infrastructure Provider procurement is the use of a de
risked PFI integrated contract solution (Infrastructure and lnteg rator Consortium 
Option as defined in Section 6. of this paper) following the development of a platform to 
enable ___ minimised ___ scope ___ change ... risks ___ associated ___ with ___ pJanning_ ___ approvals, ____ utility 
diversions, Network Rail and continuity of design team. 
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The key programme dates are as follows: 

• ...... Submit.Tram.Outline _Business.Case ....................................................... 34-0_July 2004 ------{ Formatted: Bullets and Numbering 

• ..... Commence procurement of des[gn~Jegal and.financial advisors .... Aug_ust 2004 
• Commence tram vehicle procurement by OJEU October 2004 
• Commence lnfraCo procurement by OJEU November 2004 
• ..... Obtain.Royal_ Assent_ to. Line _One. and _2-Two _ Bi I ls -----------------------------------------------December 

2005 
• ...... Close JnfraCo_contract with_ trams.and_ des[gn team ........................... June.2006 
• ..... Tram_system_partially_open for public_service ....................................... .June 2009 
• ______ Tram system fully_open_for public_service ---------------------------------------------- October 2009 
• Bus service integration changes made December 2009 

ti-etie_have _ developed_ detailed project plan_ of _the_ workstreams to _meet_ a_mid_2009_partial 
operation, with full operation by October 2009. subject to funding availability. A critical 
task to facilitate the procurement of lnfraCo and vehicle supply contracts will be to get the 
technical desig_ners_on_board_in early course. 
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12. FUNDING STRATEGY 

The _funding__ strategy is __ interlinked __ with_ the _procurement _strategy and_ the_ development_ of_ a 
robust business case. 

Planned expenditure is presently disaggregated as follows: 

1_. ____ Operator _involvement _and_ related_ consulting_ and _management_work; 
2. System procurement execution; 
3. Land acquisition; 
4. ____ Utility diversion; __ and 
5. ____ System construction(at_this_stag_e_to_include_ vehicle_ acquisition} 

Further_ disaggregation_ and_possibly aggregation _is_ under_consideration. 

Items_ 1-4_ are _described as Advance_Costs, __ being__costs which_will_require_ to_be_ incurred _prior 
to_the _commencement_of _the_ main_ tram _construction_period._ This_approach_not only_supports 
the _programme_ timetable __ but_ also __ disag_gregates __ the _procurement __ process __in __ an __ optimal 
manner._ c90% _of _Advance_ Costs_relate _to_ utility_ diversion_and land_acquisition. 

lf_it is_necessary to _minimise_advance_costs_prior_to_Royal Assent this_may cause_a delay in 
commencement,__ depending__on_ the _ _parliamentary _timetable. __ This _key _issue_ is_ under _active 
review. 

For financial evaluation_purposes,_two cases are_examined below:. 

------{ Formatted: Bullets and Numbering 

• ______ Capital_funding__up-front to_cover ----{ Formatted: Bullets and Numbering 

a). Advance Costs ; and 
b). __ System Construction(the_"up-front" _model) 

• Advance costs funded up-front. and system construction costs financed through a PFI 
(the "PFI" model) 

The business case evaluation process is in the following stages: 

1. Establish capital cost estimates and financial projections in 2003 prices - Bill.,. ------{ Formatted: Bullets and Numbering 

Financial Statement - addressing the entirety of Lines One and Two; 
2. ____ Review the _up-front_model for_affordability_;_ 
3. ____ Address_sources_of fundin_g_;_ 
4. ____ Consider truncation_if _necessary; 
5. Prepare revised up-front model; 
6. Address PFI option; 
7. Compare PFI option to up-front model and assess VFM in context of risk; 
8. ____ Conclude _on_funding__structure_ -_up-front or PFI ,_or more likely a_further variation;_ and 
9 . ____ Deploy_selected fundin_g_ structure _within_procurementprocess .. 

The _modellim:i_performed _to_ date,_has _hig_hlig_hted_ a_ substantial funding_gap and_ this_ is _beim:i 
addressed. In order to fill the gap, a number of matters are under assessment - property 
development _gainsL_ land_ contributions, __ advertisin_g __ and_ commercial __ income. __ If_ these_ cannot 
square the circle, other sources will require to be found or system truncation executed. 

The critical influencing factors include: 

• ______ Extent_of_grant_awardL assumed_pe_gg_ed_at £375m with no_indexation_;_ 
• Availability of congestion charging (CC) funds and if so implications for preferred 

system;_and 
• Impact of Edinburgh Airport Rail Link (EARL) on Line Two economics. 

The _process_ of developing_ an_ affordable_ system _within_ funding __ constraints _is_ well-underway. 
It is important to note that two alternatives have already been fully assessed: 
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• ______ Line _One_loop_in_ its_ entirety_with_a_capital cost_ of £243m_at 2003 _prices 
• Line Two to Newbridge with a capital cost of £280m at 2003 prices 

Both of these solutions are therefore affordable within the £375m grant award. tietie has also 
started __ a_preliminary_view _of_ an _alternative _system, __ which _combines __ elements_ of _Lines_ One 
and Two. but falls short of the full system. Next steps will include further truncation 
assessment and incorporation of Line Three into the assessment; and evolving a view on the 
effect of EARL. These are complex exercises which will be reflected in the OBC and which 
may_affect _1)_ the _extent _of _powers _sou.9.ht_within_ the __ Bills;_ and_ 2l_ communication_processes 
a_gainst _a _backdrop_ of the _Public_ lnquiry_and _run-up _to _the __ Referendum. __ The __ newly-appointed 
operator_ will __ have _a _key_role _in supporting _this _process_ and_ they_will_ inherit _gain/pain_ sharin_g 
arrangements around the final agreed system. 

------{ Formatted: Bullets and Numbering 

It is clear that affordable_system_ solutions_are _available._ The_ work_now is_desig_ned_to_ensure ... ------{ Formatted: Indent: Left: o cm 
that the best value solution is defined and then executed. 

12.1 .............. Next Steps ------{ Formatted: Bullets and Numbering 

The following next steps have been identified. 

• ______ Develop the_funding_strategy_in_conlunction_with_ CEC _and_ Scottish_Executive for+-- ----{ Formatted: Bullets and Numbering 

the _proposed procurement approach; 
• ______ Review the _options_available _for minimising _spend_in_advance _of_Royal_Assent; 
• ______ Confirm_ that_ funding _is_ available _to_ meet the __ desired __ delivery __ pro.9.ramme _with 

trams operational in 2009; 
• _____ Address ___ the ___ funding_ ___ gap __ with ___ assessment ___ of ___ opportunities ___ in ___ property 

development gains, land contributions, advertising, commercial income and other 
sources; 

• ______ Develop __ a __ robust __ Outline ___ Business __ Case __ for __ the __ Tram __ procurement __ with 
developed rationale by late summer 2004; 

• _____ Review the_risks _of_'early" _or_'late' _runnin.9._of the_Parliamentary _process_and_its 
impact on the delivery programme and consequential cash-flows; 

• ______ Develop ___ a ___ 'best ___ value' ___ alternative ___ system ___ solution ____ and ____ include ___ system 
truncation to address funding short-fall; 

• ______ Discuss_ critical _ _influencin_g __ factors _associated_ with __ indexatio n_ of _grant, __ use __ of 
Congestion Charging revenue and influence of EARL on Line Two economics: 

• ______ Develop _individual _procurement strateg_ies _for _tram_ vehicles~_ utility diversions, 
design development and land acquisition; 

• _____ Review advisor_ remits __ and __ need_ for procurement_ of _technicaL_ leg_al, __ financial,. 
property and insurance advisors for the scheme; and 

• ______ Conduct __ contractorJ __ and __ funder __ market __ testing __ for __ the ___ preferred ___ route __ for 
procurement ___ for __ the ___ 'infrastructure', ___ 'tram ___ vehicle' ___ and ___ 'system ___ integration' 
elements of tram system through a PIN process as the next stage. 
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D 

Aggendix A 
~Procurement Options: 

Risk Allocation ComQarison. 
-19. CONCLUSIONS AND RECOMMENDATIONS 

-T:f:w-prosu-rement--str-ategy-is--sentr-al--t-e--the--sussess--ot-the--tram-prejest.--Goosider-aele 
work has a.~ready been done and the purpose of this paper is to provide the Scottish 
£-xewtive-with--an--i-nsig.ht--i-nto--the-wr-FeA-t-think-i-ng--oA--some--cmk;al--ne-xt-sfeps, 

The-intent-kmis-towarkwitha-1/relevant-parties, e-spe-sial/yGityetEd-inburghGouru;iJ 
("GEG'');--the-Exesut-ive--and--+r-aA-sdev;-t-o-de-velo-p-t-he--proc-uremem-st-rat-egy-le-ad-ing--to 
a---r-obust----bu-siness---case---tro-m---w/:lish---farma/---proc-ur-emem---G-an---commence_----lt----i-s 
anticipated that this position wiU be .reached in Autumn 2004 to stay in line with the 
progr-amme--a-nd---t-0--pro-vide---a--pro-per--basis--on---w/:lich--to---exp/aiA---the---str-at-eg:y---i-n--the 
GOnt-ext--otparliamentary ssr-utiA-y 

-J:he--th-eme--ot-the--st-rat-egy--is--to--enwre--that--risks--ar-e--aggr-es-sively-managed---and--in 
particular that tie's stakeholders a.re not asked to comm.it to either contractual or 
fin-an-cial--obligat-i-oA-S-u-nti-1--e-ach-st-ag-e-has--been--thoroug.hly--an-al:y-sed---and--approved-_--ft 
is imporl-am to note that-, withoA-e key-except-km, namely the earlyiA-vol-vemeA-tof--the 
eperator,---A-o---mat-er-i-al---commitmeA-t---ot--A-e-'N--tunding---is---sought---at---tms---st@e------A-s 
explaiA-ed--belo-w,--t-he--GOmmitment--to--the-oper-ato-r--is-for-a--very--limit-ed--wm-et-moA-ey, 
relati-ve-t-o-the--ssa/e-of-the-project--and--the-impo-rt-anc-e-Gt-the-ope-rat-ar-r-e/at-i-oA-ship_-

Formatted: Font: 24 pt, Font color: 
Black, Highlight 

- , , { Formatted: Centered 

Formatted: Font: 24 pt, Bold, Font 
color: Black, Highlight 

Formatted: Left, Indent: Left: 0.63 
cm 
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------{ Formatted: Bullets and Numbering 

-1-A---preferfed---r-oute---fe-r---prncurem-ern---fof---the---'-i-Afrnstrocturn'-,---'tram---vehiGle'---amJ._; ---
'-syst-em---irneg-ratf0f1-'----elemems----0f---{T-ram----N-e-twefk§'i~-fl'.l.---whiG.f:l----w-ill----b-est----meet • 
CEC/tie's procurement objectives, has been identified by tie's Infrastructure 
P-rocurnme-nt-W-ork-i-Ag--Gr-oup, 
2.+IIB--prefer-red--proc-ur-emern--root-e--i-s--a-n---lnfra-stfuc-tufe-aAd---lntegr-atof--CGn-sortia 
Of)t-ioA--wit.f:1---sef)afat-e--pr-0G-urem-ern--0f--ve-hiGle-s--ult-i-m-atefy'---l-eading--to---nov-atio-n--of-the 
vehicle contract into a single consortium responsible for all elements of infrastruGture. 
+his--013-tio-n-nas-been--selested-ooe--to--t!IB-follewi-ng. 

Formatted: Indent: Left: 1.27 cm, 
No bullets or numbering, Tab stops: 
Not at 1.27 cm 

\1 Formatted: Bullets and Numbering 

a.Provides for optimum risk transfer (assuming suGcessful novation of vehicle• ------{ Formatted: Indent: Left: 1.27 cm 

wntrnd-and--tr-ansfef-of-desig-ns},--wst-0ertai-nty--and-fle->Eibility-of-fin-andng-;
e-Allevvs---t-ie--t-0--fet-ain--£-0mr-0l--of--Gl1GiGe---of--vehiGle--(-amJ--t-0--t-ake---adviGe---of--QPGi;; 
ope-ratof)--and-to--advance-desig-n-w0rk-fo-r-sensitive--seG-tions-o-f-t-he-+mes;-
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c,Opl}Grturuty---fGF---advance--design---and---Utility---divefsi-on--wofk---slwuW---increase 
maFket-app-eal-and-aElrn=esses-eSftaiR-NAG--ebse-rv-atioos;--and 
d.Has a 'very good' match with overall scheme objectives, procurement features and 
selection-cr-iteffac 
3-,T-he-prnl}Gsed--pr-ocw:e-ment--strategy--can-be-implementeci--iHespe-cUve-of-financing ... -
str-ategy---and---0nce----agree-d---c-an---all0w---for---ootline---ci-owmentation---Pfe-paFation---to 
eomme-AG&.· 
4.The Operator for the DPOF Contract has input to the development of the proposed 
lnfrnCo--Pfocurement--r-oute--and--has--been--iflcGFl}Gr-ate-d--int-0--the--overall--pr-owrement 
strategy. 
GGntmued--and--wstame-d--early--ope-ratof-involv-emem--is-sritisal-to--the--sUG-ee-ss--0f--the 

Formatted: Indent: Left: 1.27 cm, 
No bullets or numbering, Tab stops: 
Not at 1.27 cm 

procurement strategy and is anticipated to commence in July 2004, with costs of 
c£2m-m-the--ew:r-ent-finaRB-i-al--year,--ins.fud-i-Ag--eost-invested-to-dat-e,--and-wW-roo--at-th-at 
level--over-t-he-next-4-yeafs-llfltil-the-system-is-mebihse-d,:,: 
lnitial--'sollfldmgs'---hav-e--b-een--unde-ftaken--and--cooclude-d--that--the--proposeci--strate-gy.,. ------{ Formatted: Indent: Left: 1.27 cm 

wW-bewelke-ceiv-ed--bymark-et 
6,The-pr-op-osed--strategy- aci-dresses-the-critical--proiect- commencement--date- and«-; --
doos--so-ey-iooicioosly--ut-ilisiRg--the--e-arly--0ge-ratoi:-involvement-and--aci-dr-essiflg--cr-itieal 
aspects--0f--the--pr-oject,--ther-eb-y-minimisiR9--the--scope,--programme--and--cost-riskl-nitial 
'-so-unci-iRg.s'--have--been-Uflci-ertak-en--and--cooclooe-d--that--th-e--pr-ol}Gse-d--str-ategy-will--be 
welke-c-eived-bymark-et 
7.The--prnposeci--strategy-adci-resses--the--critical--pmje-ct-commencement--ci-ate-and 
does so by judiciously utilising the early operator involvement and addressing critical 
aspects-0f-th-e-Pfoj-ect,--ther-eby-mmim-ismg.-the-sc-0J*l,--programme--and-cest-risk, 

Formatted: Indent: Left: 1.27 cm, 
No bullets or numbering, Tab stops: 
Not at 1.27 cm 

\l Formatted: Bullets and Numbering 

----------------+h-e---ele-ments---0f---the---strateg.y---ar-e---all---in--common---use--ifl---th-e---UK---afld.,. 
- - - -{ Formatted: Indent: Left: 1.27 cm 

imemationally. 

9,-l=he--strateg.y--directly--aci-dr-esses--a--coosici-erab-le--numb-er---of---issues--raised---by--the+; ---
recent--National--Aurut--0-ff.ice-{NAO}--feport--"/mpmving-public--tr-ansporl--in--En-g/and • 
through light rail". 

Formatted: Indent: Left: 1.27 cm, 
No bullets or numbering, Tab stops: 
Not at 1.27 cm 

, , ' { Formatted: Indent: Left: 1.27 cm 

Formatted: Indent: Left: 1.27 cm, 
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The-following-re-commendations-have been identified-. 

+-,,, '{ Formatted: Bullets and Numbering 

',, :- 'l Formatted: Indent: Left: 1.27 cm 

',{ Formatted: Bullets and Numbering 

The--rec-ent--National--Audit--Office--re-po-ft-- identified--a--number- of --b-arriers- to--the 
sus-e-essful--futur-e--development--ef-+i§hl-rail--systems-m-the--1JK-and--m-aci-e--a-f1.Umber--of 
specific-recommendatkms,-w-hich-incl-uded--the-foUowing-pr-ocw:e-ment-relate-d-issues, 

DSeek---better---standardisatkm---in---desigri---of--sy-ste-ms-,---v-ehdes--anci---met-hods---of+ ---
construction using experience from existing systems and partnering with promoters of · 
e-ther--new-schemes; 
0Seek--way-s--Of-rnanaging-fisk--and--redocing.-the-s-0sts--0f--ut-ility--diversien--induci-mg 
fl-Uestio-ning-the--need-.for-s!*)cific--diversien;--and 
fl-ldentify--the--most--GOSt-effe-ct-i-ve--f)fOGU-r-ement-method-s--and--contfact--str-uct-ures 
as-a-means-of-G-ontmlliRg--eost, 

Formatted: Indent: Left: 1.27 cm, 
No bullets or numbering, Tab stops: 
Not at 1.9 cm 

\{ Formatted: Bullets and Numbering 

- - - - --{ Formatted: Indent: Left: 1.27 cm 
Ue--r-ecommenci-s---that---the---NAO---r-el}0rt--G-0f1.Clusions---be---aElopte-d---in---f-ull---and---tie's 
prnl}Gsed--procurement--appr-oac-h--aElrn=e-sses--these--barr-ier-s--to---sUGCess--at--an--e-arly 
stage. 

It is recommended that tie aoop-t approve the Infrastructure and- Integrator 
Gon-soma---Optkm--(with--se-parate--procur-ement--e-f--v-ehides------uttimat-ety--leading.--t0 
n-ovatio-n----of----the---v-ehde---contraGt---int-0---a----single---conso-ftiw:n}---as---the---Pfeferre-d 
procurement option for the !Tram Network~, as identified by tie's Infrastructure 
Prnc-urement Working Grnup 0n t-he basis of an assessment against scheme 
'constraints' and key 'criteria', tie r-eco-mmends t-hat a t-umkey design, constroct and 
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c0mmission--sootr-act-uooer--a-'PF-l-style'--sootr-act-is--utilis-e€l--for--the--main--G-omr-act. 

lt-is--consici-ereci--t-hat-t-his-prnwre-me-nt-option--will--hav-e--featw:e-s-t-hat-will--be---benef-icial 
t0-t-he--sche-me-anci--allow-t-he--following, 

DAllow-early--G-ommeR-GemSR-t-0f-w0rk-s; ------{ Formatted: Bullets and Numbering 
fl-f'aGilitategre-at-er-sootrnlbyGEGttiei 
Dle-nci--its-elf-to-long-te-rm-fundmg--solutionsi--aml 
DPrnvici-e--t-he---be-st--balanGe---of--wst--romrol,--r-i-sk--trnnsfe-r,---flex-ibility---aml--deliv-ery---to 
pr-ogramme-. 

T-he-rec-ent-National-Audit--Offk:e-{NAO)--r-eport-also-rewmmenci-eci--that-"adequate 
J*GpG-Sals----to----manage----fisk----asso-G-iated----with----the-----G-ost---o-f---divSfting----utilit-i-es~----be 
imple-m-ent-eci---on--+i9ht--rail---schemes---anci---p-0ints--s-trnngly--to---the--aooption---of---early 
operator-inv0lve-ment-as--a-mean-s-of-im-prnving-prGGur:ement-of-light-rnil--syst-ems, 

With-the--above-in-minci-,-and-prior to-imple-m-entation--of-the- main Infrastructure-and 
lnteg-rat-0r Contract (-detailed me-thodology in G-om-panion Paper - P-Fefeffed 
PrGGur:ement---Strategy---dateci---30---April--2-004},---it--is---r-ewmmSR-d-ed---that---the---ov-eraU 
SGheme---is---~-e-Fisked'.---thrnugh--the---pr-0GUrement---0f--!a-dvan-ce--W-Ofk-s-'---to--miRimise 
potSR-tial-scope-change-, time-amlprogrammeriskstothemaiRwork-sassociat-eci--with 
design, land acquisition, investigations, planning approvals, utility diversions and 
Netvvork-N-etw-ork--Raik--tie-rewmmenci-s-t-hat-the-'design'--of-the-sch-eme-is--further-ci-e
r-is-ked-thr-ough--the--early--pr:GG-ur-ement-of--designer-s,--whG-Se--liabil-ities-will--ult-i-matefy'--be 
assigne-d-t-o-the--1-nfraG-o, 

+h-ese--'adv-ance--work-s'---woukl--b-e--contrnlle-d--ci-ifestly--b-y--tie--in--orci-er-to--manage--risk 
before entering an availability and performance based PFI turnkey contract fur the 
maiR---works---having--transfeffed---design---and---trams---to---the---Gontr-actor---an-d---ther-eby 
managing-risk--out-prior-to-Contract-start. 

tie--also-resommemls--a--'philos-ophy'--of-the--m-i-nimi-sati-0n--0f-.utilities--di-versions--be 
adopted, through challenging the proposed engineering solutions, and determining an 
aGcoptable--lev-el-o-f-'-disr-upti-onr-is-k'.-aris-ing-.from-util-iti-es--is-sues,--wit-h-t-he--suppo-rt-of-the 
tram-Operator, 

ti-e--F-esommeoos--that--adv-anc-e--diversion-0f--!c-ritical-'--uti-liti-es-aoo-asset-GOJ1fir-mation 
survey-s-anci--carrieci--out,--in--ord-er-to--separat-e-the-se--'very--high'-risk--ele-m-ent-s-out--aml 
thereby increase cost certainty and reduce the risk of compromising the overall 
d-eli-very-timetable, 

tie-r-eromme-nd-t-hat--the--1-nfr-astrUGture--aoo--l-nt-egrator-Contract-be-strustured--i-n-S-UG-h-a 
way--as-t-0--allow-for-tie-to-maiRtaiR--0ptions--0n--e-xpansi-0n--of-t-he--N-etworks-ystem,--anci
potential inclusion of Line Three. 

lt--is--r-ecomm-enci-eci--that--ti-e--manage--the--in-it-ial--veh-i-c-le--pr-OGU-rement--ci-ife-Gtly--in--t-he 
form-of--a--tram--supply,--commissioning,--maintenance--and--spar-e-parts--supp-1-y-c-ontract 
and- -examine in ci-etail the nature and options- for any proposed- tram 'leasing' 
agr-ee-me-ntamlf.unding, 

tie--r-ecommeoo--that--systems---i-nteg-rators---are,---with---contra-Gtor--b-i-dci-er--agr-eement, 
re-strain-ed--from---ent-ering---exclus-ivity--arrang-ements--with--bici-de-rs,--to--aUow--b-idci-ers--to 
have-acc-ess-tothe-'limiteci-'-systemsintegrator-anci--suppli-ermark-et 

In order to complete the design of an infrastructure and equipment procurement 
str-at-egy-,--tie-r-ecommSR-ci-s-t-hat-mar-ket--sound-i-ng--takes--p-l-ac-e-in--J.un-e-&!mm-er--2004 
in--ord-er-to---'test'---for--privat-e--sestor--anci---funci-er--r-ea-Gtion--and--gain--frnm-the---DPOf 
Gpe-rator'-s-contribution-p-ost--appomtment, 
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tie--reGOmmemls--(and-has--d-i-scu-sse-d-with--::r-ransdev-,--fle-wl-y-ap-poote-d--OJIBr-ator}-that 
the Qf'Of'Am-0-bilisati-0n- serwces--be re-st-ructured-te-ensure that the Ope-rater 
delivers services both to tie and to the Infrastructure and Integrator Consortia through 
wmmis-siomng.-

lt---is---rewmmended---that---the----ioefltifi-ed---wor-kstreams----are---govemed---b.y----a---+r-am 
PfOcurement-Steer-in-g Gr-0up-, that rel*)rts to-tie Board via the f'rnjests--Dife0te-r, 
comp-risi119-the--following-member:ship-.-

Dt-ie-{f'"mance-Director-,--Projects-Qirect-0r--aml-Operations-Manage1:); 
flf'artne-rs-hips--U-Ki 
DTransdev; and 
fl&ipt>9fl:-f-rom--Tedmi0al,--b-egal-,--F-inancial--and-f'-R-advisors.-

-1-9.-l,Next-Step-s 

The following-next-steps-have-been-identified,- £This should-be- the-reference-to-the scope 
antiB 

··----{ Formatted: Bullets and Numbering 

Formatted: Indent: Left: 1.27 cm, No 
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······{ Formatted: Bullets and Numbering 

eQevelop--the--fundin-g--strategy--in--wnj-unction-with--C-EC--and--Scottis-h--Executive--fe-r+- ·····{ Formatted: Bullets and Numbering 

the-f)fOl*)S-ed-procurement-approachi 
e-Revi-ew-the-options-availab-le-for-m-inim-ising-spend-in-advance-ef-Royal-As-sent; 
•Gonf-irm--that--.fundi-ng--is---ava-ila-ble--te---meet--the--desired--deli-very--progr-amme--wit-h 

tram&-OJIBrational--in-2-009i 
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0Ader-ess--the-fUJ1<iing--ga-p-wit-h--assessme-nt--0f--0wooooities-ifl--J*Gpeffy--d-evelepme-nt 
gains, land contributions, advertising, commercial income and other sources; 

•Dev-elep -a robust outline- Busine-ss- Gase- fGf t-he Trnm -pr-ecUFeme-nt with 
developed rationale by late summer 2004; 

•Re-view-the- risks of' 'early' or 'late-' runRif'lg of t-he Parl-iame-ntary -proce-ss- -and- -its 
imp-act--en--the--d-elive-ry--pr-egrnmme--and-consequemiakash-f-1-ew&,

.Qev-elep--a--'-be-st--value-'---a-lte-rnative--netwerks-ystem---sol-utien---and--i-AG!ude---s-yst-em 
trunc-ation-t-e--adare-ss-f-unding-short-4all; 

0Disruss---Gfitical---influe-n-Gin9--.faGt0rs---asS0Giate<i--with---index-ation--of--gr-ant-,---use---0f 
GongestienGhargingr-eve-nu-eand-inf-lueoce-of'EAR-b-en-bine-+wo-ec-enomiGs; 

.Qeve-lep---inaiv-id-uat---pr-OG1He-ment---st-rate-g-ies---fGf--tram---vefli0les-,---u-tili-ty--diversions, 
de-sign-d-eve-lo!*Re-nt--and-land--aGf!uisit-ion;

oR-eview--adviSGr--remi-ts---and---ne-ed---f-ef--J*OG-ur-emem--of--tec-hnic-al,---le-gal,--financi-al, 
J*epeffy--and-insurn-AGe--ad-visGfs-for-the-sGheme-;-and 

.Gondoct-G-eR-tr-acto-r/funder-mar-ket-te-sting-for-t-he--pr-eferr-ed--ro-ute--fGf--procureme-nt-f-er 
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Aligned at: 1.9 cm+ Tab after: 2.54 cm+ Indent at: 2.54 cm 

I Page 18: [61] Change Graeme Bissett 09/06/2004 15:11:00 

Formatted Bullets and Numbering 

! Page 18: [62] Formatted Nicola Rainy-Brown 10/06/2004 22:53:00 ! 
Indent: Left: -0.63 cm, Numbered+ Level: 1 + Numbering Style: 1, 2, 3, ... + Start at: 1 + Alignment: Left+ 
Aligned at: 1.9 cm+ Tab after: 2.54 cm+ Indent at: 2.54 cm 

! Page 18: [63] Formatted Nicola Rainy-Brown 10/06/2004 22:53:00 ! 
Indent: Left: -0.63 cm, Numbered+ Level: 1 + Numbering Style: 1, 2, 3, ... + Start at: 1 + Alignment: Left+ 
Aligned at: 1.9 cm+ Tab after: 2.54 cm+ Indent at: 2.54 cm 

! Page 18: [64] Formatted Nicola Rainy-Brown 10/06/2004 21:33:00 ! 
Indent: Left: 0 cm 

,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
! Page 18: [65] Formatted Nicola Rainy-Brown 10/06/2004 21:33:00 

Tab stops: 0.13 cm, List tab 
,----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------, 
! Page 19: [66] Formatted Nicola Rainy-Brown 10/06/2004 21:33:00 j 

Tab stops: 0.13 cm, List tab+ Not at 1.4 cm 
[- Page-19: -[67]-Change·-------------------------------------------------------Graeme Bissett·----------------------------------------------------09/06/2004 15: 11:00 ---] 

Formatted Bullets and Numbering 
,----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------, 
! Page 19: [68] Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 j 

Font: (Default) Arial, Font color: Black, Highlight 
,----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------, 
! Page 19: [69] Formatted Nicola Rainy-Brown 10/06/2004 22:53:00 j 

Justified, Numbered+ Level: 1 + Numbering Style: 1, 2, 3, ... + Start at: 1 + Alignment: Left+ Aligned at: 
0.63 cm+ Tab after: 1.27 cm+ Indent at: 1.27 cm, Tab stops: 0 cm, List tab+ Not at 1.27 cm 

,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
! Page 19: [70] Change Nicola Rainy-Brown 10/06/2004 20:57:00 

Formatted Bullets and Numbering 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
! Page 19: [71] Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 

Font: (Default) Arial, Font color: Black, Highlight 
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Font: (Default) Arial, Font color: Black, Highlight 
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Font: (Default) Arial, Font color: Black, Highlight 

! Page 19: [74] Formatted Nicola Rainy-Brown 10,0612004 20:59:oo I 
Font: (Default) Arial, Font color: Black, Highlight 

! Page 19: [751 Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 ! 
Font: (Default) Arial, Font color: Black, Highlight 

! Page 19: [761 Formatted Nicola Rainy-Brown 10/06/2004 21:02:00 ! 
Font: Arial, Font color: Black, Highlight 

! Page 19: [771 Formatted Nicola Rainy-Brown 10/06/2004 21:02:00 ! 
Font: Arial, Bold, Font color: Black, Highlight 

! Page 19: [781 Formatted Nicola Rainy-Brown 10/06/2004 21:02:00 ! 
Font: Arial, Font color: Black, Highlight 

! Page 19: [791 Formatted Nicola Rainy-Brown 10/06/2004 21:02:00 ! 
Font: Arial, Not Bold, Font color: Black, Highlight 

! Page 19: [801 Formatted Nicola Rainy-Brown 10/06/2004 21:02:00 ! 
Font: Arial, Font color: Black, Highlight 

! Page 19: [811 Formatted Nicola Rainy-Brown 10/06/2004 21:02:00 I 
Font: (Default) Arial, Not Bold, Font color: Black, Highlight 

,----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------, 
! Page 19: [821 Formatted Nicola Rainy-Brown 10/06/2004 21:02:00 j 

Font: (Default) Arial, Font color: Black, Highlight 
,----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------, 
! Page 19: [831 Formatted Nicola Rainy-Brown 10/06/2004 22:53:00 j 

Justified, Numbered+ Level: 1 + Numbering Style: 1, 2, 3, ... + Start at: 1 + Aligmnent: Left+ Aligned at: 
0.63 cm+ Tab after: 1.27 cm+ Indent at: 1.27 cm, Tab stops: 0 cm, List tab+ Not at 1.27 cm 

,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
! Page 19: [841 Change Nicola Rainy-Brown 10/06/2004 20:57:00 

Formatted Bullets and Numbering 
,----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------, 
! Page 19: [851 Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 j 

Font: (Default) Arial, Font color: Black, Highlight 
,----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------, 
! Page 19: [861 Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 j 

Font: (Default) Arial, Font color: Black, Highlight 
,----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------, 
! Page 19: [871 Formatted Nicola Rainy-Brown 10/06/2004 22:53:00 j 

Justified, Numbered+ Level: 1 + Numbering Style: 1, 2, 3, ... + Start at: 1 + Aligmnent: Left+ Aligned at: 
0.63 cm+ Tab after: 1.27 cm+ Indent at: 1.27 cm, Tab stops: 0 cm, List tab+ Not at 1.27 cm 

,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
! Page 19: [881 Change Nicola Rainy-Brown 10/06/2004 20:57:00 

Formatted Bullets and Numbering 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
! Page 19: [891 Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 

Font: (Default) Arial, Font color: Black, Highlight 

! Page 19: [90} Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 
,----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 

Font: (Default) Arial, Font color: Black, Highlight 

! Page 19: [91} Formatted Nicola Rainy-Brown 10/06/2004 22:53:00 
,----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 

Justified, Numbered+ Level: 2 + Numbering Style: a, b, c, ... + Start at: 1 + Aligmnent: Left+ Aligned at: 1.9 
cm+ Tab after: 2.54 cm+ Indent at: 2.54 cm 

r----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
i Page 19: [92} Change Mark Bourke 11/06/2004 14:13:00 

Formatted Bullets and Numbering 
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,-----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------i 
i Page 19: [931 Formatted Nicola Rainy-Brown 10/06/2004 21:02:00 l 

Font: (Default) Arial, Font color: Black, Highlight 
,-----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------i 
i Page 19: [941 Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 l 

Font: (Default) Arial, Font color: Black, Highlight 
,-----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------i 
i Page 19: [951 Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 l 

Font: (Default) Arial, Font color: Black, Highlight 
,----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
i Page 19: [961 Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 
' 
Font: (Default) Arial, Font color: Black, Highlight 

,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------· ! 
l Page 19: [971 Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 ~ 

Font: (Default) Arial, Font color: Black, Highlight 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------· ! 
l Page 19: [981 Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 ~ 

Font: (Default) Arial, Font color: Black, Highlight 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------· ! 
l Page 19: [991 Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 ~ 

Font: (Default) Arial, Font color: Black, Highlight 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------· ! 
l Page 19: [1001 Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 ~ 

Font: (Default) Arial, Font color: Black, Highlight 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------· ! 
l Page 19: [1011 Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 ~ 

Font: (Default) Arial, Font color: Black, Highlight 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------· ! 
l Page 19: [1021 Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 ~ 

Font: (Default) Arial, Font color: Black, Highlight 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------·] 
l Page 19: [1031 Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 

Font: (Default) Arial, Font color: Black, Highlight 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------·] l Page 19: [1041 Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 

Font: (Default) Arial, Font color: Black, Highlight 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------·] l Page 19: [1051 Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 

Font: (Default) Arial, Font color: Black, Highlight 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------·] l Page 19: [1061 Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 

Font: (Default) Arial, Font color: Black, Highlight 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------·] l Page 19: [1071 Formatted Nicola Rainy-Brown 10/06/2004 21:33:00 

Indent: Left: 0 cm 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------·] l Page 19: [1081 Formatted Nicola Rainy-Brown 10/06/2004 22:53:00 

Justified, Numbered+ Level: 1 + Numbering Style: 1, 2, 3, ... + Start at: 1 + Alignment: Left+ Aligned at: 
0.63 cm+ Tab after: 1.27 cm+ Indent at: 1.27 cm, Tab stops: -1.27 cm, List tab+ Not at 1.27 cm 

,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------·] l Page 19: [1091 Change Nicola Rainy-Brown 10/06/2004 20:57:00 

Formatted Bullets and Numbering 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------· ! l Page 19: [1101 Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 j 

Font: (Default) Arial, Font color: Black, Highlight 
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Font: (Default) Arial, Font color: Black, Highlight 
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Numbered+ Level: 1 + Numbering Style: 1, 2, 3, ... + Start at: 1 + Alignment: Left+ Aligned at: 0.63 cm+ 
Tab after: 1.27 cm+ Indent at: 1.27 cm, Tab stops: -1.27 cm, List tab+ Not at 1.27 cm 
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Font: (Default) Arial, Font color: Black, Highlight 
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Font: (Default) Arial, Font color: Black, Highlight 
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Font: (Default) Arial, Font color: Black, Highlight 
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Font: Not Bold, Font color: Black, Highlight 

! Page 20: [117] Formatted Nicola Rainy-Brown 10/06/2004 21:33:00 

Numbered+ Level: 1 + Numbering Style: 1, 2, 3, ... + Start at: 1 + Aligmnent: Left+ Aligned at: 0.63 cm+ 
Tab after: 1.27 cm+ Indent at: 1.27 cm 

' ! ! Page 20: [118] Formatted Nicola Rainy-Brown 10/06/2004 21:33:00 

Numbered+ Level: 2 + Numbering Style: a, b, c, ... + Start at: 1 + Aligmnent: Left+ Aligned at: 1.9 cm+ Tab 
after: 2.54 cm+ Indent at: 2.54 cm 

' ! ! Page 20: [119] Formatted Nicola Rainy-Brown 10/06/2004 21:33:00 

Numbered+ Level: 1 + Numbering Style: 1, 2, 3, ... + Start at: 1 + Aligmnent: Left+ Aligned at: 0.63 cm+ 
Tab after: 1.27 cm+ Indent at: 1.27 cm 

' ! ! Page 20: [120] Formatted Nicola Rainy-Brown 10/06/2004 21:33:00 

Numbered+ Level: 1 + Numbering Style: 1, 2, 3, ... + Start at: 1 + Aligmnent: Left+ Aligned at: 0.63 cm+ 
Tab after: 1.27 cm+ Indent at: 1.27 cm 

! Page 20: [121] Formatted Nicola Rainy-Brown 10/06/2004 21:33:00 ! 
Numbered+ Level: 2 + Numbering Style: a, b, c, ... + Start at: 1 + Aligmnent: Left+ Aligned at: 1.9 cm+ Tab 
after: 2.54 cm+ Indent at: 2.54 cm 

! Page 23: [122] Formatted Mark Bourke 11/06/2004 14:20:00 ] 

Font color: Black, Highlight 

! Page 23: [122] Formatted Mark Bourke 11/06/2004 14:20:00 ] 

Font color: Black, Highlight 

! Page 23: [122] Formatted Mark Bourke 11/06/2004 14:20:00 ] 

Font color: Black, Highlight 

! Page 23: [122] Formatted Mark Bourke 11/06/2004 14:20:00 ] 

Font color: Black, Highlight 

! Page 23: [123] Formatted Mark Bourke 11/06/2004 14:20:00 ] 

Normal, Justified, Numbered+ Level: 1 + Numbering Style: 1, 2, 3, ... + Start at: 1 + Aligmnent: Left+ 
Aligned at: 0.63 cm+ Tab after: 1.27 cm+ Indent at: 1.27 cm, Tab stops: 0.63 cm, List tab 

! Page 23: [124] Formatted Mark Bourke 11/06/2004 14:18:00 ] 

Font: (Default) Arial, Font color: Black, Highlight 
r·---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
i Page 23: [124] Formatted Mark Bourke 11/06/2004 14:18:00 _ 

Font: (Default) Arial, Font color: Black, Highlight 
r·---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
i Page 23: [124] Formatted Mark Bourke 11/06/2004 14:18:00 _ 

Font: (Default) Arial, Font color: Black, Highlight 
r·---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
i Page 23: [125] Formatted Mark Bourke 11/06/2004 14:20:00 _ 

Font color: Black, Highlight 
r·---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
i Page 23: [126] Formatted Mark Bourke 11/06/2004 14:20:00 _ 

Normal, Indent: Left: 0 cm 
r·---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
i Page 23: [127] Formatted Mark Bourke 11/06/2004 14:19:00 _ 

Font: (Default) Arial, Bold, Font color: Black, Highlight 
r·---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
i Page 23: [128] Formatted Mark Bourke 11/06/2004 14:20:00 _ 

Normal, Justified, Numbered+ Level: 1 + Numbering Style: 1, 2, 3, ... + Start at: 1 + Aligmnent: Left+ 
Aligned at: 0.63 cm+ Tab after: 1.27 cm+ Indent at: 1.27 cm, Tab stops: 0.63 cm, List tab 

r·--------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
i Page 23: [129] Formatted Mark Bourke 11/06/2004 14:18:00 

Font: (Default) Arial, Font color: Black, Highlight 
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Font: (Default) Arial, Font color: Black, Highlight 

i..~~~~ .. ~-~:.1!!?..L~~-~.T.!'.~.~!~ ................................................... ~~-~~-~~-~~~! ........................................................ !.!!..~~!..~~-~:!.!.~.:!.~:.~.~ .. J 
Font: (Default) Arial, Font color: Black, Highlight 

! Page 23: [130] Formatted Mark Bourke 111061200414:20:oo I 
Font color: Black, Highlight 

! Page 23: [131] Formatted Mark Bourke 11/06/2004 14:20:00 ] 

Normal, Indent: Left: 0 cm 

! Page 23: [132] Formatted Mark Bourke 11/06/2004 14:19:00 ] 

Font: (Default) Arial, Bold, Font color: Black, Highlight 

! Page 23: [133] Formatted Mark Bourke 11/06/2004 14:20:00 ] 

Normal, Justified, Numbered+ Level: 1 + Numbering Style: 1, 2, 3, ... + Start at: 1 + Alignment: Left+ 
Aligned at: 0.63 cm+ Tab after: 1.27 cm+ Indent at: 1.27 cm, Tab stops: 0.63 cm, List tab 

! Page 23: [134] Formatted Mark Bourke 11/06/2004 14:18:00 ] 

Font: (Default) Arial, Font color: Black, Highlight 

! Page 23: [134] Formatted Mark Bourke 11/06/2004 14:18:00 ] 

Font: (Default) Arial, Font color: Black, Highlight 

! Page 23: [134] Formatted Mark Bourke 11/06/2004 14:18:00 ] 

Font: (Default) Arial, Font color: Black, Highlight 

! Page 23: [134] Formatted Mark Bourke 11/06/2004 14:18:00 ] 

Font: (Default) Arial, Font color: Black, Highlight 
r·---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
i Page 23: [135] Formatted Mark Bourke 11/06/2004 14:20:00 _ 

Font color: Black, Highlight 
r·---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
i Page 23: [136] Formatted Mark Bourke 11/06/2004 14:20:00 _ 

Normal, Indent: Left: 0 cm 
r·---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
i Page 23: [137] Formatted Mark Bourke 11/06/2004 14:20:00 _ 

Font: (Default) Arial, Bold, Font color: Black, Highlight 
r·---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
i Page 23: [138] Formatted Mark Bourke 11/06/2004 14:21:00 _ 

Normal, Justified, Numbered+ Level: 1 + Numbering Style: 1, 2, 3, ... + Start at: 1 + Alignment: Left+ 
Aligned at: 0.63 cm+ Tab after: 1.27 cm+ Indent at: 1.27 cm, Tab stops: 0.63 cm, List tab 

r·---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
i Page 23: [139] Formatted Mark Bourke 11/06/2004 14:18:00 _ 

Font: (Default) Arial, Font color: Black, Highlight 
r·---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
i Page 23: [139] Formatted Mark Bourke 11/06/2004 14:18:00 _ 

Font: (Default) Arial, Font color: Black, Highlight 
r·---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
i Page 23: [139] Formatted Mark Bourke 11/06/2004 14:18:00 _ 

Font: (Default) Arial, Font color: Black, Highlight 
r·---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------1 
i Page 23: [140] Formatted Mark Bourke 11/06/2004 14:20:00 j 

Font: (Default) Arial, Bold, Font color: Black, Highlight 
r·---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------1 
i Page 23: [141] Formatted Mark Bourke 11/06/2004 14:21:00 j 

Normal, Justified, Numbered+ Level: 1 + Numbering Style: 1, 2, 3, ... + Start at: 1 + Alignment: Left+ 
Aligned at: 0.63 cm+ Tab after: 1.27 cm+ Indent at: 1.27 cm, Tab stops: 0.63 cm, List tab 

r·---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
i Page 23: [142] Formatted Mark Bourke 11/06/2004 14:18:00 

Font: (Default) Arial, Font color: Black, Highlight 
r·---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------] 
i Page 23: [142] Formatted Mark Bourke 11/06/2004 14:18:00 

Font: (Default) Arial, Font color: Black, Highlight 
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,-----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------1 
i Page 23: [142] Formatted Mark Bourke 11/06/2004 14:18:00 " 

Font: (Default) Arial, Font color: Black, Highlight 
,-----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------i 
i Page 23: [143] Formatted Nicola Rainy-Brown 10/06/2004 21:20:00 l 

Font color: Black, Highlight 
,-----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------i 
i Page 23: [144] Formatted Nicola Rainy-Brown 10/06/2004 22:53:00 l 

Indent: Left: 1.27 cm, Numbered+ Level: 1 + Numbering Style: 1, 2, 3, ... + Start at: 1 + Alignment: Left+ 
Aligned at: -0.63 cm+ Tab after: 0 cm+ Indent at: 0 cm, Tab stops: 0.63 cm, List tab+ Not at 1.9 cm 

,-----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------i 
i Page 23: [145] Formatted Nicola Rainy-Brown 10/06/2004 22:53:00 l 

Indent: Left: 1.27 cm, Numbered+ Level: 1 + Numbering Style: 1, 2, 3, ... + Start at: 1 + Alignment: Left+ 
Aligned at: -0.63 cm+ Tab after: 0 cm+ Indent at: 0 cm, Tab stops: 0.63 cm, List tab+ Not at 1.9 cm 

,-----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------1 
i Page 54: [146] Formatted Mark Bourke 11/06/2004 14:32:00 " 

Font color: Black, Highlight 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------· i 
l Page 54: [147] Change Mark Bourke 11/06/2004 15:41:00 J 

Formatted Table 
,--------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------· i 
l Page 54: [148] Formatted Mark Bourke 11/06/2004 14:32:00 J 

Font color: Black, Highlight 
,--------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------· i 
l Page 54: [148] Formatted Mark Bourke 11/06/2004 14:32:00 J 

Font color: Black, Highlight 
,--------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------· i 
l Page 54: [149] Formatted Mark Bourke 11/06/2004 14:32:00 J 

Font color: Black, Highlight 
,--------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------· i 
l Page 54: [149] Formatted Mark Bourke 11/06/2004 14:32:00 J 

Font color: Black, Highlight 
,--------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------· i 
l Page 54: [150] Formatted Mark Bourke 11/06/2004 14:32:00 J 

Font color: Black, Highlight 
,--------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------· i 
l Page 54: [150] Formatted Mark Bourke 11/06/2004 14:32:00 J 

Font color: Black, Highlight 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------· j l Page 54: [151] Formatted Mark Bourke 11/06/2004 14:32:00 

Font color: Black, Highlight 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------· j l Page 54: [151] Formatted Mark Bourke 11/06/2004 14:32:00 

Font color: Black, Highlight 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------· j l Page 54: [152] Formatted Mark Bourke 11/06/2004 14:32:00 

Font color: Black, Highlight 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------· j l Page 54: [152] Formatted Mark Bourke 11/06/2004 14:32:00 

Font color: Black, Highlight 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------· j l Page 54: [153] Formatted Mark Bourke 11/06/2004 14:32:00 

Font color: Black, Highlight 
,---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------· j l Page 54: [153] Formatted Mark Bourke 11/06/2004 14:32:00 

Font color: Black, Highlight 
,-----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------1 
i Page 54: [154] Formatted Mark Bourke 11/06/2004 14:32:00 
1 ............................................................................................................................................................................................................................................................................................................................................................................................................................................................................................ .. 

Font color: Black, Highlight 
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! Page 54: [157] Formatted Mark Bourke 111061200414:32:oo I 
Font color: Black, Highlight 

! Page 54: [157] Formatted Mark Bourke 11/06/2004 14:32:00 ] 

Font color: Black, Highlight 

! Page 54: [158] Formatted Mark Bourke 11/06/2004 14:32:00 ] 

Font color: Black, Highlight 

! Page 54: [158] Formatted Mark Bourke 11/06/2004 14:32:00 ] 

Font color: Black, Highlight 

! Page 54: [159] Formatted Mark Bourke 11/06/2004 14:32:00 ] 

Font color: Black, Highlight 

! Page 54: [159] Formatted Mark Bourke 11/06/2004 14:32:00 ] 

Font color: Black, Highlight 

! Page 54: [160] Formatted Mark Bourke 11/06/2004 14:32:00 ] 

Font color: Black, Highlight 

! Page 54: [160] Formatted Mark Bourke 11/06/2004 14:32:00 ] 

Font color: Black, Highlight 
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i Page 54: [161] Formatted Mark Bourke 11/06/2004 14:32:00 _ 

Font color: Black, Highlight 
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i Page 54: [161] Formatted Mark Bourke 11/06/2004 14:32:00 _ 

Font color: Black, Highlight 
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Font color: Black, Highlight 
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Font color: Black, Highlight 
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i Page 54: [164] Formatted Mark Bourke 11/06/2004 14:32:00 

Font color: Black, Highlight 
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Font color: Black, Highlight 
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Font color: Black, Highlight 
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Font color: Black, Highlight 
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