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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 Scoftish 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”),
the Scottish Executive and Transdev, to develop the procurement strategy leading to an initial
Qutline . a- robust-bBusiness Cease as the basis. for funding for.the preparatorv work fo enable

posmon WI// be reached by-in SummerAutumna- w2004 to stay in l/ne 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 _autumn-—-Summer. 2004.—-important-to--note—that—with--one-key
except/an namely the- ear#y involvement-of-the-operator.--niNe-material-commitment..of -new

2. 500 ! s explained-below:-the-cemmitment-to-the-operater-is-for-a
o--to--the--scale-of -the-project--and-the-importance-of - the

The stages in the procurement process are setoutbelow. _-----| Formatted: Font: Arial, 10 pt, Font
color: Black, Highlight

Early Operator Involvement

<-1 Formatted: Font: Arial, 10 pt, Font
color: Black, Highlight

The Board of tietie, 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-reasens-are:

ISeparation--of -the--operator--and-system--construction-centracts--achieves-high--quality -rigk+—------ {Formatted: Bullets and Numbering

disaggregation-and-consequent-benefits to-contract pricing

HEary-irvolvement--of - the--operater--allows - tie--to--use-their-knowledge -in-the--design--ande--:-:=: { Formatted: Bullets and Numbering

censtruction-periods-and-ensures-two-things:-1)-the-operater-is-fully-bought-in-to-the-design
once--operational-and-eliminates-the -risk-of -redefinitien-being-introduced- with--attendant-cost
implications;-and--2)--The -operater's-knowledge -will -assist-in-the.-detailed -preparation--of
spegifications - for-construction - systemkeeping--costs --of - construction-- dewn - during--- the
negotiation-of the-censtruction-contracts:

HEary--involvement-also--facilitates-proper--planning-—-of —servicean—-integratedien—service+------ { Formatted: Bullets and Numbering

network-especially-with bus-operatons

HThe--eperator-contract-allews-for-pain-and-gain-sharing-areund-target-costs-and-revendes;+- -+ { Formatted: Bullets and Numbering

dire £ iranoiale

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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The-total-costs-of -operator-involvement-will-be-¢-£2m-in-the-eurrent financial-year;-including
cost-invested-to--date-and--will-run-at-that-level-over-the-next-4--years-until-the-system-is
already-veted-to-the-projeet.--Althéééﬁiﬁéﬂés#e-is-te-have-a-leng-term--sueeessﬁul-pelatienshi-p
with-Transdev;-the -contract-agreed-with-Transdev-is-capable-of being terminated-by-tie 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
uments. te-be-negetiated-cver-the -coming-months. The costs
aningfully evaluated at this stage but options_relating to
stem configurations—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

particular relevance.

Overall Aims

ommmes {Formatted: Indent: Left: 0.63 cm ]

ofthe-following-_overriding aims overafor the project as whole relating to_gquality, integration
with__existing _transport, control _of risk_and value for money. W|-aims—of-the-preferred
procurement strategy:

tJDevelep a public transport tram -system o complement-the unique setting and character of«--:-:-: { Formatted: Bullets and Numbering ]
the-city;

tiEstablish -a high-quality-operating tram-as-an-integrated-part-ef the-city's-transpert system:;
tiDevelep the-tram-service-in-a-manner-which-centaine-the--risks-asscciated--with-the-initial
design-and-construction-and-the-subseguent-operation-within-limits-that-CEC-and-tie-can
manage;

HStructure the--development - of-the -fram--procurement-to-maximise- the-value-of the-funding
committed-by-the-Scottish-Executive-together-with-additiohal-resources-becoming-available
through the 1T!;

1Deliver-overall-projest on-time-andin-budget;-and

HMaintain competitive-stress through the procurement by -generating-market-interest.

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). The
Group-then sought to-agree;-in-broad-terms,-on-the relative-impertance of each-of the eriteria:

Criteria

The Group decided on eight key criteria_and _considered their relative_importance in_the
consideration of the options:

| H1. Risk — in broad sense: the risk of the infrastructure failing to work, costing more«;-:-:-: Formatted: Numbered + Level: 1 +
to construct or taking longer to construct. Numbering Style: 1, 2, 3, ... + Start at:
| B2, Cost Certainty — the relative importance of a degree of cost certainty on bulk of % [ 1+ Alignment: Left + Aligned at: 1.27
costs ahead of committing to main contract(s). ' | ém+ Tab after: 1.9 cm + Indent at:
H3. Control — are there areas of the infrastructure over which tietie or CEC need " 19 cm
greater control — for commercial or other reasons (e.g. policy/ and planning). ( Formatted: Bullets and Numbering |
EFlexibility of contract — the importance of being able to change scope — to add or { Formatted: Font: Not Bold, Font ]
subtract substantial elements, “| color: Black, Highlight
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InfraCo (PFI or PFI hybrid) or others (leasing).

+16. 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.

H7. Market interest — the likelihood that the option will prove attractive to the main
private sector providers in the market.

£18. 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-Working—Group|PWG 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 the-next-month-to--inferm-the-final-version-of-the

Procurement-Strategy-paperin-Junepreparation of the OBC.

Impertance-of Key Criteria

The-Prosurement-Weorking-GrouplPWG-views -of -the-relative-importance--of-the--key-criteria
were-as-follows-{shorten-this-—just-summary-only} -

9.--Risk —given-tie's-ewn-resources-and-experience-{essentially-a procuring-bedy; rathere-- -
than & majer pre}ect management ergamsat&en} and the scale and cempiex&ty ef» the

g}gn}fleant -Pajority- ef the---major- p{ejeet -Higks-te--a- prwate -secter- pa%tner(&)----n
pamoulap----keys HSKS -{o-- be transfer%ed -{at--an- app#epnate -price)- sheu!d mslude

mtegrat}en) Hewever the-Group- alse agreed that Jthere was-a- WHngness to- retam
elements-of risk-as-an-acceptable-trade-off-in-order-to:
Eretain-centrol-over-certain-key-elements-(see below);-and
Hincrease--the--likelihood---of -a--deliverable;- VFEM--sentract-for--the--bulk--of -the
infrastructure.

10.-Cost-Certainty —given-the-source-of the-majority-of the-funds-for-the-project (Scottish--:::::
Executive)-and-the-potential-difficulty-in-obtaining-further-funds-ence-the-project-was
approved-and-undervay; the-Greup’s-view was-that a-degree-of-certainty-of costs was
important.-\Whilst-this-was-not-an-immediate-requirement;-it-would-be-a-priority-ahead
f ciani . ¢ on).

11--Control--—the--Group--considered--that--there—were -four—areas—over—-which-the«-------
advantages-of tie-retaining-a-degree-of-control-may-eutweigh-the-possible-erosion-of
risk-fransfer--These-areas-are:

HChoice--of -vehicles:--given-the--considerable--consclidation--within--the-frame -1
supply-market;-allowing-for-a-market-response-nciusive-of -fram-supply-will
severely-—reddee-—the—number-—of—irfrastructure-—tenderers—and--could
cempremise-final--selectien;-pricing -and--risk-transfer.--Fer--this--reasen;-the
Group-agreed- ~that there -Was- strong-case- fer t{e to- separately deve%ep a-tram

would- be Jthe t#nmg ef such a- eentract and a#angements Jte rmgrate mte the

main-rfrastructure-contract:
IDesign:--given-the-particular-sensitivity-of-sections-of the-line-within-the-World

Heritage--centre-and-the- knewn -concerns- ef CEC 'S- planmng aufehenty the

CEC-000001880646.doc 4
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targeted-design-work-ahead-of the-letting-of -any-main-infrastructure-contract:
Fhe-aim-weuld-be-to-assist-with-the-development-of designs-that-are-likely-to
satisfy--planning --reguirements;-reducing--risk--and--wasted--design--work--and
speeding-up-the-cverall-timetable - Key-would-be-determining-an-appropriate
Ievel ef -work-that--weuld- preve rnest -useful- te petent'ral bidders Witheut

were- ale!e {o- garn -a- greater tevet -of -certainty--on-reguirements;- thrs -could
assist-both-in-accelerating-the-timetable-{see-below)-and-in-reducing-risk-for
main-nfraCe-contractor{(with-impact on-deliverability-and-cost).

tSystem-integration: given the-importance of systems-integration;-and- similarly
limited--market;--the--Group--considered -that-tie--may--wish--to--have--greater
contrelivisibility-over-this-aspect-of -any-censortium.-Whether-this-required-a
separate-initial-contrast-(as-with-vehicles)-is-more--epen-to-guestion;-given
importance-of-transferring-this risk-to-bidders-

12.-Flexibility -of contract —the-Group-recognised-the-trade-offs-between-cost-certainty«------- { Formatted: Bullets and Numbering

and--rigk-transfer--and--flexibility.-Nevertheless, it -was--agreed--that - the--preferred
procurement-—--option;—as—a--minimum--—-should---be---capable---of --delivering-the
netwerks)gstern threugh a serles of- stages Via-a- srngte rnltial precurernent Deﬂnrng

issues;-tie- sneutd retarn -the-optien--of- rncerperatmg -for- subsequent tranches and
networksystem-expansien;-subject te VFM, with-the-selected private-sectorpartner:

13:-F Iexrblllty of fi nancmg »»the view-was- tnat it was- rmpertant to-maintain-all- ﬂnanslng« { Formatted: Bullets and Numbering

PFJr er-a—PF—Jr-nybrreL gwen the- petent1al #er grea-ter nsk transfer -and- VFM ane- ~the
potential--issues--in--relation--to--the---profile--of - funding--available--frem--the--Seettish
Executive:

14.-Demonstrable VFM —-the Group-agreed-on-the-importance -of -demonstrable- VFM,+------- { Formatted: Bullets and Numbering

given-the-high-prefile-and-scale-of projest-(in-context-both-of Scottish-Executive-and
GEC-best-value--ebligations)--ldeally,-this-could-be-mest-clearly-demenstrated -via-a
transparent-and-strong-competitien-fer-the-main-sentract--This-in-turn-weuld-require
the - Group to-be-satisfied on the-likely-market-interest-and-deliverability (see below):

15.-Market - interest — the--Group- view-endorsed-the -importance -of-market soundings-fo«--::=: { Formatted: Bullets and Numbering

test-eption(s)-with-private-sesctor:

16--Deliverability—the-Group-agreed-that-the-preferred-optlion-needed-to-build-on-best«-: - {Formatted: Bullets and Numbering

practice- and Iessens learned from- ether prejects Wltheut mtreducmg unnecessary

Options Considered

| [suggest-use-summary-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 oneg<------- {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 procurement 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 integrator.
Ultimately, the contract for tram_vehicles and the contract for a systems integrator
would _be novated to the infrastructure provider as part of the design and
infrastructure package of works. The form of contract could be based on a
PFI/PPP model.

4. "ARRANGED" JOINT VENTURE OPTION - Under this option, tie would conducte--++- { 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 procure contracts or be instructed to enter
into contracts in relation to _any advance works, the infrastructure works, system
integration, design and the procurement of tfram vehicles. The proposed contract
would be in the form of a partnering 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.

P Options [ Formatted: Font: Arial, Font color:
Key Criteria 1 2 3 4 5 6 Black, Highlight

Risk N Wy ? X X X

Cost Certainty W W N X X X

Control X Wy v v v v

Flexibility of Contract y N N VY W W

Flexibility of Financing y y y X X X

Demonstrable VM ? v N X X 2
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777777777777777777777777777777777777 Options
!SS?M.Q.!‘.IIQ.!'.I.%! 1 2 3 4 5 6
Market Interest® ? N ? ? N N
Deliverabilit ? N ? ? y y
‘Tobediscussed withmarket <]
Key. ¥Y = Verygoodfit
z..geodfit s
X.=.poorfit
? = Uncertain — may need to be tested

precurement {excluding-operator)-and- mc!—udmg aII deagn and- advance Werks

Assessment:--Potentially--provides--for--maximum--risk--transfer;-cest--certainty-—-and
flexibility-of financing.-However;-tie would-lose-control-of the-key-areas-highlighted-as
imporant--(vehicles -design,-utility-diversion-and--system-integration).—Alse-certain
doubte-about-market-appetite--(even-with-separate-operater-coentract)--impasting--en
deliverability-and-VVFM-(especially-given-NAQ--observations-on-approach-as-used-on
previous-schemes).- FIT- ELEMENTS-OF-MATCH WITH-PARAMETERS

2 Infrastructure-and-Integrator-Consortium-Option—separate-precurement-of-vehicles«,
—-ltimately--leading--to--novation-of -the--vehisle--contract--inte--a-single--consortivm
responsible-for-all-elementsof -the -infrastructure. -Element -of -initial -design—and
advanece-utility - work-peossible;-but with-risks-then transferred to-consertium: ‘

neva-tlen ~9f veh{e!e eentraet and- #ansfer -of- designs) oest oertamty and ﬂex+bmty of

DPOF eperater) and to- a—dvance -design--work--for- sensative sectmns e# -the--lines:
Hewever -tie- Would net centrel» choice-of system mtegrater Qpportumty for-advance

ee{-tam NAQ ebservat&ens but market oensultat&ens to- eenﬂrm FIT: P@TENTJrALL¥
VERY.-GOODB- MAT—GH—WI-T—H-PARAMET—E—RS

<+,

3.Infrastructure- Consertlum Gptlon — sepa—rate procu-rement of- vehicies -and- ad—datlen%

mte-a-smgle—eonsor{qum.-

Assessment:-As--Option--2.--However;-given--importance--of -system--integration--to
delivery;-tie-choice-of -system-integrator--potentially -eredes-risk-transfer-possible-in

suppher and mf{astructure consortium-—-each-providing HSK beanng equ;ty

Assessmen% Weuld er-ea%e ﬂeX{bﬂﬁy -on- sc—epe -But JV W}th— -@glity- puiﬁ & -!-a-mﬂ -on

a!se untes{ced in- hght 4&:4 seeteqc Fasmgdeubﬂts over- market appetlte dehve#abmty and
VEM--FIT:-POOR-MATCH WITH -PARAMETERS
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5.Infrastructure-Development-Partner-Option —-incremental-approach;-based-on-open«:-:-:-: Formatted: Numbered + Level: 1 +
bock/target costs-adepting-partnering-approach-to-precurement: Numbering Style: 1, 2, 3, ... + Start at:
S 1 + Alignment: Left + Aligned at: 0.63
Assessment: Would-provide-a-great deal-of control-and-maximum-flexibility However, i”z‘;;?b after: 1.27 cm + Indent at:
mueh—reduced—risk—transfer—no—certainty—of -costs—up—front—Meredifficultto -
demonstrate —VFM—(loss—of-competition)—and—PFl—financing—net—pessible—FIT: ( Formatted: Bullets and Numbering |

ELEMENTS OF-GOGD-FIT,-BUT-SIGNIFICANT-ELEMENTS OF-POGR.-FIT

6. Traditional-Procurement-Option-—-tie-prosures-separate-elements-of system-without« - Formatted: Numbered + Level: 1 +
single-partner. Numbering Style: 1, 2, 3, ... + Start at:
5 1 + Alignment: Left + Aligned at: 0.63
Assessment:-Similar-to-Option-5-in-terms-of-maximum-centrol-for-tie-and-maximum inz];c?b after: 1.27 cm + Indent at:
flexibility-(but-implies-significant project-management-capability-requirement).-Minimal -
risk-transfer;-minimal-cost-certainty;-and-not-suitable-for-RPEL-EI T ELEMENTS--OF (Formatted: Bullets and Numbering ]

GOOD FIT, BUT SIGNIFICANT ELEMENTS OF POOR FIT

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 (InfraCo).

their-feedback-will-be-factored-in-to-the-recommendation:- nee——the—strategy—is—develepee]——and
approved;-work--will-continue--on-the--business-case:-When---an--outlne-business-case-is
developed;-the- procurement process-will commence-formally:

Tram Project Funding Strategy

fWhy-is-this--in-procurement paper?--lsn't-this-more-for-Pat's-OBC]- 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; «-------{ Formatted: Numbered + Level: 1 +
2. System procurement execution; Numbering Style: 1, 2, 3, ... + Start at:
3. Land acquisition; 1 + Alignment: Left + Aligned at: 1.9
4. Utility diversion; ‘and cm + Tab after: 2.54 cm + Indent at:
5. System construction (at this stage to include vehicle acquisition) 254 cm

Further disaggregation and possibly aggregation is under consideration.

ltems 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+--:::- | Formatted: Bulleted + Level: 1 +
“up-front” model) Aligned at: 0.63 cm + Tab after: 1.27

cm + Indent at: 1.27 cm
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2:¢_Advance costs funded up-front, and system construction costs financed through a PFI
(the “PF1” model)

The-business-case-evaluation-prosess-is-in-the-fellewing-stages:

1.Establish-capital-cost-estimates-and-financial-prejections-in-2003-prices —-Bill-F manctal* ~~~~~~~ Formatted: Numbered + Level: 1 +

Statement —addressing-the-entirety-of Lines-One-and-Twe;
2:Review-the-up-frent-model for-affordability;

4.Consider-fruncation-and phased construction-if-necessary;
5:Prepare-revised-up-front-model;

6.Address-PFl-eption;

l Cempare PEI- ept;en— to- up-frent model-and-assess-VF M+n context-efrigk;

9 Dep!—ey selected funding- structure within- precurement 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:

¢ Availability of congestion charging (CC) funds and if so implications for preferred
networksystem
¢ |Impact of EARL on Line Two economics

o Extent of grant award, assumed pegged at £375m with no indexation 4[ Formatted: Bulleted + Level: 1 +

The process of developing an affordable networksystem 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

started a preliminary view of an alternative nretwerksystem, which combines elements of Lines
One &and Two, but falls short of the full retwerksystem. Next steps will include further
truncatlon assessment and incorporation of Line Three into the assessment and evolving a
formed for-several-months:- The outcome-will-also-require-to-be-rewill be reflected in the OBC
and which may affect 1) a-deecision-eh-fthe extent of powers sought within the Bills; and 2)
communication ef—ehangesgrocesses against a backdrop of the Public Inquiry and run-up to

process and they will inherit gain/pain sharing arrangements around the final agreed
netwerksystem.

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.

Numbering Style: 1, 2, 3, ... + Start at:
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cm + Tab after: 1.27 cm + Indent at:
1.27 cm
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1. INTRODUCTION

available for the procurement of ‘infrastructure’, ‘tram vehicle’ and ‘system integration’
elements of tfram 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_is_to _work with all relevant parties, especially City of Edinburgh Council<—--:--- {Formatted: Indent: Left: 0.63 cm

(“CEC"), the Scofttish Executive and Transdev, to develop the procurement strateqy
leading to an Qutline 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
reached in Summer 2004 to stay in line with the programme and to provide a proper basis
on which to explain the strateqgy in the context of parliamentary scrutiny.

The theme of the strateqy is to ensure that risks are agqressively 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 Qutline Business Case ("OBC’) to
support _the next staqe of the procurement process_in_Summer 2004. No-material
sommitment-of new-funding-is-sought-at-this-stage:

See-earlier-commentslThe -intention-is-to-work-with-all-relevant.parties.—especially-City-of

Edinburgh-- Coune/l (“CEC”) -the- See#ish Execut/ve -and-- Transdev -to-- develop the

QreeuFemeﬁt - gan-commence-1tis- antietsated that-this- pes#mn Wlll be- ¥eacheel be‘ Auwmn
2004-to-stay-in-fine-with-the-programme-and-to-previde-a-proper-basis-on-which-to-explain
the strategy-in-the-context-of parlamentary-scrutiny.

The-intention-is--to--work-with--all-relevant- parties; -especially-City-of -Edinburgh-Council
(“GEC”} the Scettfsh Executive and————T ransdev -to- develep -the- procurement strategy

ar-}éfe:fpated tha# this- pos;tfeﬁ Wlll -be- ¥eacheel by A{:itu-mn 2004 te- stay -in-fipe- Wiéh -the
programme--and-to-provide-a-proper-basis-on-which-to-explain-the-strategy-in-the-context
of parliamentary-scrutiny:

{Formatted: Indent: Left: 0.63 cm

that-this-paper- WI// be .tncorperated mto the- Outlme Busmess Case ¢ “O-BC”} te suppon‘ the
next stage of the procurement process in-autumn 2004. No material commitment of new
fundlnq is- seue;ht aé this- staqe

eb#ga#ans -unt# each stage has been thefeughly analysed and appreved -ft-is- /mportant
to- nate -that, WI#J -ohe- key exception namely #Je early lnvelvement of- the eperater -1o

Eommees {Formatted: Indent: Left: 0 cm

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

e Procurement Objectives; A Formatted: Bulleted + Level: 1 +
e Lesson Learned; Aligned at: 1.27 cm + Tab after: 1.9

oKey-Procurement Features cm + Indent at: 1.9 cm
¢ Early Operator Procurement;
¢ Development Of Tram Procurement Strategy;
¢ Procurement Options Available;
e Preferred Procurement Solution;
eFunding-Strategy
+Procurement-Programme
o|nfrastructure-Precurement
oPublic-Utilities-Diversion-Prosurement
sTram-Vehicle-Procurement
eSystem-integration-Procurement

Market Interest;

3rd Party Agreements;

L]

L]

¢ Commissioning;
LI

L]

Governance;_and s { Formatted: Bullets and Numbering
Funding Strateqy. _ “ " { Formatted: Bulleted + Level: 1 +
sConclusions-and- Recommendations + Aligned at: 1.27 cm + Tab after: 1.9

cm + Indent at: 1.9 cm

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

decision making regarding the identification of the preferred procurement route for the
tFram Netweorksystem.
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2,

PROCUREMENT OBJECTIVES

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
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
life 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 of these are clearly set out in the recent NAQ report.

CEC-000001880646.doc 13
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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

lesson learned from previous projects is as follows.

¢ Actively manage risk out s Formatted: Indent: Left: 0.63 cm,
First line: O cm, Bulleted + Level: 1 +
NAO identified a number of barriers to the successful future development of light rail systems Aligned at: 4.44 cm + Tab after: 5.08

cm + Indent at: 5.08 cm, Tab stops:

in the UK and highlighted the issues which need to be addressed to overcome the barriers, N
ot at 5.08 cm

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 enhance«- - Formatted: Bulleted + Level: 1 +
private sector involvement Aligned at: 0.63 cm + Tab after: 1.27
cm + Indent at: 1.27 cm

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

Aligned at: 0.63 cm + Tab after: 1.27
cm + Indent at: 1.27 cm

construction using experience from existing systems and partnering with promoters of

2.¢_Seek better standardisation in design of systems, vehicles and methods of+--:-: [Formatted: Bulleted + Level: 1 +
other new schemes;

3-¢_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.

Formatted: Border: Top: (No border),
Bottom: (No border), Left: (No border),
Right: (No border), Pattern: Clear

tietie recommends that the NAO report conclusions be adopted in full and that the proposed
tram procurement strategy addresses_the reported ‘barriers to success’ at an early stage.

tietie’s procurement strategy reflects NAO conclusions and recommendations. _.----| Formatted: Font: Not Bold, Font
color: Black, Highlight
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this- list-is--better--used-later-on--as--a--generic-description--of -the -advantages -of - the
preferred-option-e.g.-arocund-p23-etc.ltie-have-reviewed-and-defined-the-key-prosurement
features-that-are-desired-for-the--procurement-ef -infrastructure’tram-vehicle’--and--system
integratior’-elements-of tTram-Networksystem;-as-follows-

HGertainty with-regard-to-the-delivery of a-quality-scheme; -

HDesigh-continuity-and-planning-approval-process centrol;
tHFlexibility-for expansion-of the networksystem;

HFlexibility of funding;

Maximisati ¢ ris) fer:

HMeximisation-econemies-of scalein-prosurement; i
HMinimicatien-of cost velatility; -

HMaximising value for money;
HMinimisation-of integration-risk;

HSelestion-of the-best-supplierfor-trams;
HStructure-presurement-contracts with- in-built flexibility consistent-with-tie options;-and

CEC-000001880646.doc 15
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5.4, EARLY OPERATOR PROCUREMENT -

[May-be-worth-inserting-a-bit-more-general-background-on-seme-cf the-problems with-existing
schemes-—-picking--up--on-what-NAQ-has-subseguently--said.--DLA--should--have--plenty--of
material-on-the stocks-from-papers-when-the-BPOF route was being-adveecated.-This-material
can-alse-add-te-this-sectien-(making-it-lenger-than-the-bit-in-the-Exes-SummarnyThe Board of

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

b2). The operator's knowledge will_-assist_in the detailed preparation_of
specifications for construction systemassist--keeping--coste--of--construstien
down-guiring-the negetiation-ef the-construstien-conrtracts.

3.e_Early involvement also facilitates proper planning of an-integrated-_services--

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 tietie 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 ¢ £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.b ftted-within ine ine e
the-Network

CEC-000001880646.doc 16
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6:5..

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,

6.1.5.1. Infrastructure Procurement Working Group o

orchestrated assessments of alternative structures for the procurement of ‘infrastructure’,
‘tram vehicle’ and ‘system integration’ elements of {Fram 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.

The aims of the Group are to assess the alternatives and identify the preferred route for
procurement which could form the basis for market discussions. It is intended these
conclusions will be tested with the market through an-engeing-a_PIN process_as the next

Assessment Process

The Working Group undertook the assessment of options through ranking against eight
key criteria, as detailed within the Procurement Strategy: InfraCo Contract Alternatives
Paper, dated April 2004. The criteria selected by the Working Group comprised the

1.

general rule, the aim is therefore to transfer risk to those best placed to manage.
Considerations_in deciding upon the Group’s view of risk included:

required?
o Defining scope: degree of certainty important in planning scope of different

CEC-000001880646.doc
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4. FIeX|b|I|tv of contract — how important is it to be able to _change scope — add or+- ;::,;,{Formatted

subtract substantial elements? Considerations included;

o___Generally, greater flexibility will reduce cost certainty; TRt
{ Formatted

\\\:{Formatted

e Flexibility may also reduce the scope for risk transfer; and

InfraCo, (PFl or PFI hybrid) or others (leasing)? ConS|derat|ons included;

e VEM = does opportunity for private finance allow for greater risk transfer <

and potentially better VEM;and
e Profile of funding availability.

6. Demonstrable VFM — any selected option clearly must be capable of delivering VFM,

but also _necessary to _be able to demonstrate that approach likely to deliver.

Considerations_included;

e Value of competition for largest cost elements of infrastructure; and

. Possible requjrement for benchmarkingf and competitive sub-contract

<

7. Market interest — is a procurement option likely to prove attractive to the main private=
sector_providers in_the market? (This is linked to VFM, since determines._likely

strength of any competition.) Considerations included;
o Familiarity of procurement route;

[ ]
e Clarity on proiect and funding/ and political support; and
[

authority.

8. _Deliverability — what is the degree of confidence that chosen procurement route will
be effective? Consideration included;

e Novelty of chosen option; and

e Potential bidders’ levels of comfort with selected option.

Risk-—in-broad-sense:-the risk-of-the-infrastructure-failing-te-werk;-costing-more-te-construct - GF*\
taking-longer-to-construct:

Cost-Certainty —the relative-importance-of a-degree-of cost-certainty-on-bulk-of costs-ahead-of
committing-te-main-contract(s)- '

Control —are-there-areas-of the-infrastructure-over-which-tie-or-CEC-need-greater-control—for
eemmerelal -or-other- -reasons- {e-g- pehey#planmng)

substan@ral e!ements
Flexibility-of financing — the-importance.of retaining-all financing -eptiens-e.g--‘conventioral-(up«

front-or-milestone-payment-by-tie).-private-finance--raised-by-InfraCo-{PFl--or-PFl-hybrid)-or

ethers (leasmg)

(VFM} -but-alse should be able tedemonstratethat the- approaoh 1s1lakely tedekver :

Market-interest-—-the-likelihood-that-the -option-will-preve-attractive-to-the-main--private-sester
providers-in-the-market: )

Deliverability-— the-degree-of confidence that chosen-presurement-route-will be-effective-

<

Following discussion by the Working Group a broad assessment of the relative E

importance and influence of the key criteria was agreed.

Each - option--was - scored-against - the--criteria--which - the -Working - Group - considered«_

important-in- terms-of project constraints -and deliverables-during the ‘develepment-phase’

up-to-the letting-of the -major-infrastructure- delivery-and-eguipment supply-contrasts.
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[Suggest remove reference to-scoring —didn’t really-happen-in-a-coherent way] i
6.3:53. - ... Importance of Criteria i

The Working Group views of the relative importance of the key criteria were as
follows.[again;-thi-sean-be-expanded-slightly-if-you-use-the-version-in-the-paper-|-sent
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. [71]
procuring body, rather than a major project management organisation) and the scale ’"{F°"“atted .. [72]
and complexity of the tram infrastructure scheme, was that we should be seeking to /{Formatted [ﬁ
transfer_a significant majority_of the major project risks to a private sector partner(/s) { Formatted (W
In_particular, keys risks to be transferred (at an appropriate_price). should include
majority of construction risks (cost and delays] and risk that system works (including | Formatted [75]
integration). However, the Group also_agreed that there was_a_willingness to_retain //{Formatted

elements of risk as an acceptable trade-off in order to:
a.__Retain control over certain key elements (see below); and

project approved and underway, the Group'’s view was that a degree of certainty of
costs was_important. Whilst this was not an immediate requirement, it would be a
priority ahead of signing the largest contract (covering the bulk of construction).

3. _Control — The Group considered that there are at least three, and possibly four«\

the possible erosion of risk transfer. These areas are;
a).. Choice, of vehicles: Given the considerable consolidation within the tram
supply_market, allowing for a_market response inclusive of tram supply will
severely reduce the number of infrastructure tenderers and could
compromise final selection, pricing and risk transfer. For this reason, the
Group agreed that there was strong case for tietie to separately develop a
tram_supply, commissioning. maintenance _and spare parts supply contract.

Key would be the timing_of such.a contract and arrangements to migrate into

the main infrastructure contract.
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b)..Desian; _Gjven the partioular sensitivity of sections_of the line within.the .  (eo ey
World Heritage centre and the known concermns of the Council’s planning % "
authority, the Group agreed that there was merit in considering a preliminary \[F°"“atted ... [94]
package of targeted design work ahead of the letting of any main [ Formatted [W
infrastructure_contract. The aim_would be to_assist with the development of \\(Formatte d [ﬂ
designs that are likely to satisfy planning requirements, reducing risk and ... [96]
wasted design work and speeding up the overall timetable. Key would be (“"“atted ... [97]
determining_an_appropriate level of work that would prove most useful to /,[Formatted ... [98]
pot_entlal blddt_ars_, without distorting_overall costs, and without delaying_the ///{Formatted [W
letting._of a main infrastructure contract.
¢). _Utility_diversion: Time_consuming _and high_risk _element of the project. If /- ,,({F°"“atted ... [100]
tietie, were able 10 gain 4 areater level of certainty on requirsments. this could -~ (Formatted ot
assist both in achieving the timetable and. in reducing risk for main InfraCo . /i—f{pormaued [W
contractor (with impact on deliverability and cost).
d). System _integration: Given the importance of systems integration, and ',/*{F“"‘a“ed ... [103]
\““{Formatted [W
required a_separate initial _contract (as_with _vehicles) is_more open to \\\\{Formatted .. [105]]
guestion, given importance of transferring this risk to bidders, {F°"“atted (... [106] ]
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4. Flexibility of contract — The Group recognised the trade-offs between cost ,C,e,r,tg'nt\/fiii:“’{Formatted [W
and_risk_transfer _and_flexibility. Nevertheless, it was agreed that the preferred i
procurement_option, as_a minimum_should be potentially capable of delivering the { Formatted: Bullets and Numl{" 109]
system, through a series of stages, via a single initial procurement. Defining the first. Formatted [W
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affordability constraints) but as the most effective means of handling future integration

issues, tietie should attempt to retain the option of retaining the same private sector -~~~

PFl or a PFI hybrid, given the potential for greater risk transfer and VFM, and the
potential issues in relation to the profile of funding available from the Scottish
Executive.

6. Demonstrable VFM — The Group agreed on importance, given high profile and scale-
of project, in_context both of Scottish Executive VEM_and_local_authority_best value
obligations. Ideally, this _could most clearly be demonstrated via a transparent and *
strong competition for the main_contract. This in turn_would require the Group to be

satisfied on likely market interest and deliverability (see below).

7. Market interest — The Group view endorsed importance of market soundings to test«

\
********************************************************************************** "

and lessons learned from other projects without introducing unnecessary novelty. The
key would again be the views of potential bidders through market testing.

1. Risk-—-given tie's own resources and-experience-(essentially-a-procuring-body; rather-
than-a-major-preject-management-organisation)-and-the-scale-and-complexity-of the
tram--infrastructure-scheme;-the-view-was-that-tie-sheuld-be-seeking-te-transfer-a |
significant--majerity-—cf--the--major--project--risks--to-—a--private--sector--partner(s)--In |
particular;-keys-risks-to--be-transferred-(at--an--appropriate--price)--should -include

integration)—Hewever,-the-Group-alse-agreed-that-there-was-a-willingness-to-retain
elements-of rigk-as-an-acceptable trade-off-in-orderto:
HRetain-control-over-certain-key-elements {see-below);-and
Olncrease-the -likelihood--of -a-deliverable. - \VFM -contract -for-the -bulk—of -the
infrastructure-

O ity G ot e-o e ".% B0 RISEE R 818 o --ee- N e- A L
Exesutive}-and-the-potential-difficulty-in-cbtaining-further-funds-once-the-project-was
approved-and-underway; the Group’s-view-was that-a degree of certainty of costs-was |
important.-\Whilst-this-was-net-an-immediate requirement;-it-would-be-a-priefity-ahead

¢ iani . . or).

|
|
i
|
b

ad-var-}tages-eﬁ-tie—retaining—a-deg%ee—ef-eentrel—may—ou@veigh—#ae—éess@bIe-er-esi-en-ef ‘\
risk-transfer.-These-areas-are:

hara ars o

HChoice-of vehicles:-given the-considerable-conselidation within-the-tram-supply+,
market;-allowing-for-a-market response-inclisive-of -tram-supply-will-severely |
reduce-the--number-of -infrastructure - tenderers -and--could-compromise--final |
selection;-pricing--and-risk--transfer.-For--this - reason; - the- Group--agreed- that

infrastructure-centract.
HDesign:—given-the-particular-sensitivity-of-sections-of -the-line-within-the- \Werld
Heritage -centre--and-the-known-concerns-of -CEC’s--planning--authority;-the

targeted-desigh-work-ahead-ef the-letting-of-any-main-infrastrusture-contract:
The-aim-weuld-be-to-assist with-the-development-of desighs-that-are-likely-to
satisfy--planning--requirements; -reducing--risk--and--wasted--design--work--and
speeding-up-the-overall-timetable - Key-would-be-determining-an-appropriate
level--of -work--that--weuld--preve--most--useful-to--petential-bidders,-witheut
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were--able-to--gain--a-greater-level--of -certainty--en--requirements, - this--could
assist-both-in-accelerating-the-timetable -(see-below)-and-in-reducing-risk-for
main-infraCe-contractor-(with-impact-en-deliverability-and-cost):

HSystem-integration:-given-the-importance-of -systems-integration;-and-similarly

mited m oun onsiderad--th e m O a

centrolivisibility--cver-this--aspect-of-any-consortium:-\Whether-this-required-a
separate-initial-contract-(as-with-vehicles)-is-more-open-to--question;--given
importance-of-transferring this risk-to-bidders:
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7.6. PROCUREMENT OPTIONS AVAILABLE
Having agreed on the relative importance of the key criteria, the A-total-of-six-options-have
been--identified--by--the-Infrastructure Procurement Working Group_identified a_group_of
potential procurement options for further analysis.
(Companien--Paper-— Preferred- Procurement - Strategy;-dated-30--April 2004 )-that-will-allow
senstruction-and--eperation-of -a-tTram--networksystem-in-2009--assuming-that-work-can-be
undertaken-in-advance of Reyal-Assent;-as-follows.:
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| consorium-responsible-for-all-elements-of-infrastrueture;

of-Contracts-into-a- smgle eonsomum

4-Arranged’Joint-Venture-Option-—seek-precurement-of a—JV-entity-between«.
vehicle-supplier--and--infrastructure--consertium--—-each-previding - fisk-bearing

epen-beek/target costs- ad-aptmg a-partnering- appr—each to- preeurement and

6.Traditional-Procurement-Option---tie-precures-separate-elements--of -systems,

A--detailed--assessment--of - the--relative - risk--allocation--has--not --been--undertaken--at - this
stage[Dont-think-we-can-get-away-with-this-in-the-full -paper:-De-need-te-show-at-least-in
summary;-the-different-risk-profiles-of -the--6-options-in-terms.-of -risks-transferred-to-Infrace
parineriretained-by-tie/shared] A lthough -lit is generally hlghllghted that the options range

risk allocation within the business case for the preferred procurement option and demonstrate
Value for Money against a public sector comparator (PSC) as envisaged by option 6.

It is recognised that the options directed at commencement of operations in 2009 are likely t04

require substantial expenditure prior to the provision of Royal Assent, which is_anticipated in

December 2005. tletle recoqnlses hat this is a key issue on which no decision has yet been

714.6.1. 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 trams.

procurement (excluding operator) and including all design and advance works.

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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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

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

‘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

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 POCR FIT

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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Options e ( Formatted Table
Key Criteria 1 2 3 4 5 6
Risk v Ay ? X X X
Cost Certainty W Wy v X X X
Control X Ay N N 3 3
Flexibility of Contract N N v Vy Y Ny
Flexibility of Financing ¥ N N X X X
Demonstrable VM ? y y X X 2
Market Interest* ? N ? 2 y y
Deliverability* 2 N ? ? v v
<= { Formatted: Indent: Left: 1.27 cm
* To be discussed with market <

{ Formatted: Indent: Left: 2.54 cm

Key. vy = Very good fit
y = Good fit R {Formatted: Indent: Left: 3.81 cm
X = Poor fit
? = Uncertain — may need to be tested
oo { Formatted: Indent: Left: 1.27 cm
HosertsummarytableasusedforbxeeSummart - ( Formatted: Highlight

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 (InfraCo).

The emerging preferred procurement strategy will be discussed extensively by tietie with
CEC, the Executive and the DPOF operator partner, Transdev. In addition, targeted

-r-é-éhé{;ﬁ-ﬁqendatien;»Onee»the»»strategy»is»deve!oped»»and»appreved,»»Work»will»conti»nue»en»the
business-case-When-an-outline -business-case-is-developed; the -prosurement-precess
will. scemmence formally.[see-earlier-comments re--possible-confusion-on--OBG]
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| 87. PREFERRED PROCUREMENT SOLUTION oo { Formatted: Bullets and Numbering ]

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.

| 84171, Basis of Selection e { Formatted: Bullets and Numbering J

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

..----1 Formatted: Font color: Black,
Highlight

***** {Formatted: Bullets and Numbering J

---=---1 Formatted: Font: Bold, Font color:
Black, Highlight

procurement of design, infrastructure works and systems integration. The second

would be for the procurement 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.

2-Infrastructure--and--Integrator--Consortia—-Option----separate—procurement—-of+ ------| Formatted: Indent: Left: 1.27 cm,
vehicles-—-ultimately-leading--to-nevatich-of -the-vehicle-centract-into--a-single | Numbered + Level: 1 + Numbering
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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.

[ Formatted: Bullets and Numbering ]

e Allow early commencement of works; «----=--1 Formatted: Indent: Left: 1.27 cm,
e Facilitate greater control by CEC/tletie, Bulleted + Level: 1 + Aligned at: 1.9
e Lenditself to long term funding solutions; and | gm+ Tab after: 2.54 cm + Indent at:
. . Lo . 2| 2.54 cm, Tab stops: Not at 2.54 cm
¢ Provide the best balance of cost control, risk transfer, flexibility and delivery to s
programme. [Ft_)rn_iatted: Font color: Black, ’
Highlight
| 8.2.7.2. Risk Transfer R {Formatted: Bullets and Numbering ]
A-detailed--assessment--of -the-relative--risk--allocation--has -hot--been-undertaken--at-this
stage:-[Can't-get-away-with-this-—need-io--set-eut-Risk-Matrix-— what-transferrediwhat
retained/what--shared -ete.]JAn_assessment of the relative risk allocation has been
undertaken and _summarised_in_Appendix A, for the different risk profiles of the above
procurement options in terms of risks transferred to the InfraCo partner, retained by tietie
or_shared. Hewever-Tthe following principal risk areas are considered to be significantly
reduced by the adoption of preferred procurement solution.
¢ Design risks; @ Formatted: Indent: Left: 1.27 cm,
e Construction and development risks; Bulleted + Level: 1 + Aligned at: 1.9
» Technology and obsolescence risks; o 4+CE,bTnge;t:0'i?T\lg;“a: g‘g:r;tmat:
e Control risks;
¢ Planning (Cost and Approval) risks; and
e Land risks.

The following risks appear to be unaffected by the procurement route and will be actively
| managed by tietie.

-1 Formatted: Indent: Left: 1.27 cm,

e Performance risks: P Bulleted + Level: 1 + Aligned at: 1.9
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e Residual value risks.

Following on_from selection of the proposed preferred procurement option, it _is
recommended that the scope of the contract be ‘maximised’ to include the full
development of the tram system.

tietie_will_seek to reduce scope uncertainty in_tram_system_contracts by developing
contract documentation to a detailed level and by transferring the liabilities 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 funding and agreement with InfraCo, allow _a framework option to_include the
construction of Line Three.

Payments should be regulated with milestones approved by an independent third party
acting on behalf of all interested stakeholders (banks, lessor, Scottish Executive, CEC,
Network Rail, $ietie et al). A condition regarding ‘maximum’_funding drawdown
throughout the construction period will be agreed where appropriate to control interest

Following the transference of the design team the final detailed design of the system will
be_integrated _within_a_turnkey (design, construct and commission)_contract for the full

Scope risk, particularly street works impacts will be reduced by obtaining critical planning
approvals, 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 OHLE 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 will be 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.

<

The most important aspects of the infrastructure contract are the manner in which the«a:
following issues are addressed:

Scope of contract and framework;
Design and planning approvals;
Utilities diversion;

Vehicle procurement and maintenance;
Systems Integration;
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e Market Interest;
e Third party interface agreements and approvals (e.q. Network Rail); and
e Commissioning of system.

Risk premiums contained within_the Infrastructure Provider contract will be minimised«---

by establishing a de-risked project “platform” by addressing_the areas of highest
scope, cost and time risk before entering into a PFI delivery contract.

7.4. Public Utilities Diversion Procurement

As highlighted in the recent NAO report on “Improving public transport in England through=--:

light rail’,_utilities bring the most significant pricing risk into the overall infrastructure
procurement. The NAO recommends that “adequate proposals to manage risk associated
with the cost of diverting utilities”. 1t is recommended that the risks associated with_utility
diversion be eliminated to remove the areas of risk detailed below:

e Scope uncertainty;
e Location uncertainty; and
e Negotiation weakness of infrastructure provider — relative to CEC/tietie.

N

The risks to tietie are minimised on _both time _and cost and will require a bespoke
solution in Edinburgh involving:

e Agreements_with_utilities to address, through tietie, the minimisation_of utility+:-

|

diversions

.................... 1

o Assessment of the actual ‘long-term’ access risk of not diverting with the

e Dispute resolution involving tietie, Operator and utility;
e Diversion of critical utilities and Network Rail assets;
e _Identification_of ‘long-ead’ diversions with _early diversion and direct contract

e Incentivisation to minimise cost below target maximum cost;

e Integrated services identification and section programming with ‘partial’ _and
‘limited’ full street closure and associated traffic management;

e Limitation of utilities powers within the working envelope of the tram system

e Single point of contact. Each utility to provide a dedicated Project Manager to
facilitate utilities diversions;

e Street management working meetings involving CEC:

e Undertake critical design, operations and possessions (restriction of use)
strateqgy for all utilities diversions to minimise diversion requirements; and

e Undertake site investigation activities to cover archaeological, geotechnical and
environmental risks. ,

tietie 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.

<+

The anticipated outcome is_a hybrid procurement with tietie diverting ‘long-lead’ and

‘critical’ “within track/LOD” utilities. In order to achieve an operating tfram system in 2009,
a_significant number of utilities diversions will require to be commenced prior to Royal

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.

29

PR

-

””{Formatted: Indent: Left: 1.9 cm

{ Formatted: Indent: Left: 1.27 cm

{ Formatted

\\{Formatted: Bullets and Numbering

\’\‘{Formatted: Indent: Left: 0.63 cm

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

& ( Formatted: Bullets and Numbering

)

(Formatted: Indent: Left: 0.63 cm

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

( Formatted: Bullets and Numbering

)

Formatted: Font: Not Bold, Font
color: Black, Highlight

Formatted: Indent: Left: 1.27 cm,
No bullets or numbering

Formatted: Indent: Left: 0.63 cm,
No bullets or numbering

|

\\{Formatted: Indent: Left: 0.63 cm

|
|
|
)

CEC01880646_0029



transport initiatives edinburgh Limited
Tram Procurement Strategy

It _is_noted that the locations of the pole bases may vary during 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
Infrastructure Provider bidders will adopt and secure sub-contractor and specialist design
input as a key part of the BAFO process.

DA { Formatted: Indent: Left: 0 cm J

7.5. Tram Vehicle Procurement DRt { Formatted ]

\\{Formatted: Bullets and Numbering J

tietie’s approach to Tram Vehicle Procurement is a direct response to lessons learned on+--.
other light rail projects, where selection and delivery have resulted in severe delays and \{F°"“atted= Indent: Left: 0.63 cm ]
commensurate cost increases. Separating out this key element from the main PFl and
transferring_into the successful bidder at contract award reduces the risk of downstream

The general shrinking in_the _Tram_vehicle supply market reduces the potential for
InfraCo 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 sparg«------{ Formatted: Indent: Left: 1.27 cm,
parts supply contract; Bulleted + Level: 1 + Aligned at: 0.63
e The contract should be developed with two separate parts; ' | em+ Tab after: 1.27 cm + Indent at:

0T tand T q < 1.27 cm, Tab stops: 1.9 cm, List tab +
. ram_procurement ang commissioning; an Not at 1.27 cm

2). _Tram maintenance.

e 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 to financial close;

e 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

e 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 leasing agreement and funding.

( Formatted: Bullets and Numbering ]

T {Formatted: Indent: Left: 0.63 cm J
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

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 Infrastructure 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 risks 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 through a value for money review.

To obtain greater volume discounts and continuity of supply, an option for 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 ‘*<::””{Formatted ]

{ Formatted: Bullets and Numbering J

The market for competent systems integrators is considered to be limited. @i
“{Formatted: Indent: Left: 0.63 cm ]

has been significantly underestimated and under-managed. This has translated into
significant _time_delays _which have been magnified by not utilising existing systems
engineering solutions and problems_with integrating_system_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 during BAFO. This will allow bidders to have access to
the limited systems integrator and supplier market.

tietie _will _weight its_hidder_ selection process_in_favour of proven 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 allowing for optional system expansion into Line Three.

By tietie preparing Infrastructure Provider tender documents, having detailed the scope
of the EMC (combined with accurate knowledge of Network Rail assets) and developing
tram_design through BAFO, the systems integration_solution is_expected to be priced
competitively and competently.

Upon_award, the InfraCo provider will thereafter be fully responsible for the systems

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 assigned to_InfraCo) to maintain a
detailed understanding of its systems.

83.7.7. Key Work Streams-[This-is-a-key-section-for-Pat’'s OBC.-Suggest«------ {Formaued: Bullets and Numbering ]

hat we weuld need: to do-next to get ready to procu:
how-quickly-SE-allew-us-to-dothis}

Development of the procurement strategy enabling service commencement in 2009 has
been done alongside of programme constraints[?lrequirements. 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.

8.34.7.7.1. Design and Planning Activities «———————{Formaued: Bullets and Numbering ]

— 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.

8.3.2.7.7.2. Procurement Activities s {Formaued: Bullets and Numbering ]

— 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 Electro--Magnetic { Formatted: Font: Bold, Font color:
Current-(EMC) company;- Black, Highlight

— Undertake site investigation activities to cover archaeological, geotechnical
and environmental risks;

— Undertake Network-Network Rail asset investigation study and prepare

accurate engineering drawings for input into the detailed design process and

— Undertake CPO and alternate land acquisition processes defining any
Infrastructure Provider land acquisition and compensation liabilities.

tie-recommends--advance-diversich--of-critical--utilities-and-asset confirmation
surveys-te-increase-cost-certainty-and-separate-these--high -risk’-elements-out
from the-main centractin-line: with-NAO recommendations:

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. FUNDING—ST—RATEGY {As before snsoddlv ‘here.-Do we want- th+s in-this- paper? Hoes { Formatted: Bullets and Numbering ]

<*"'"”{Formatted: Widow/Orphan control ]

The-funding-strategy-is-interlinke d--with-the-prosurement-strategy-and-the-develepment-of -a
robust-business-case-

Planned-expenditure-is-presently-disaggregated as follows:

s { Formatted: Bullets and Numbering ]

2 System p{cecarement execu%reﬂ

3:Land-acguisition;

4. Utlity-diversion:-and
5:System-construction-(at this-stage to-include vehicle-acquisition)

Further-disaggregation-and-possibly-aggregeation-is-under-consideration:

fems-1-4-are-deseribed-as-Advance-Costs,-being-costs-which-will-require-to-be-incurred prior
te the cemmencement of- the main- tram construetion- pened -This- appreach not- enly supperts

oemmenoement dependmg OR- the Parhamentary tlmetable -This--key-issue--is- under aeiwe
review:

For-financial evaluation purposes;-two-cases-are-examined-belew:

oCapital-funding-up-frent-to-cover RS {Formatted: Bullets and Numbering J
a)Advance-Cests--and
b).System-Construstion-(the-“up-front” model)
sAdvanece-cests-funded-up-front-and-system-corstrustion-costs-financed-through-a-PF
{the-“PFI-model)

The-business-case-evaluation-precess-is-in-the following-stages:

1-Establish-capital-cost-estimates-and-financial-projections-in-2003-prices —Bill-Finaneiale-—--- { Formatted: Bullets and Numbering ]

Statement —addressing-the-entirety-of Lines-One-and-Twe;
2:Review-the-up-front-model for-affordability;
3:Address-sources-of-funding;

5.Prepare-revised-up-front-model;

6.-Address-PFl-eptien;

7-Compare-PFl-eptien-to-up-front- model-and -assess VFEM-in-centext-of risk:

8. Genolude on- iun»dln»g Vtruetumte mupnfrenfe or- PF l.-ormore- I}ke1ly a-furthervariation;-and

The modelling-performed-to-date;-has-highlighted-a-substantial-funding-gap-and-this-is-being
addressed:-In-order-to-fill- the--gap,-a-number--ef -matters-are-under--assessment -~ property
development-gains;-land-contributions,-advertising--and-commercial-inceme:-If-these--cannot
square-the-circle;-other sources-will require-te-be found-er-system-truncation-executed-

The- eritical-influencing factors-include:

sExtent of grant-award;-assumed-pegged-at £376m-with-no-indexation; e { Formatted: Bullets and Numbering ]
sAvailability--of-- songesti—en-—eha#ging---(GG)--dends--—and--if---se-—implieatier-}s--fer---pre#er%ed
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olmpact-of Edirburgh-Airpert-Rail-Link-{EARL)-en-Line-Two-econemiscs:

The-process-of-developing--an--afferdable-networksystem-within-funding-constraints-is-well-
underway:-It-is-important-to-note-that twe-alternatives-have-already-been-fully-assessed:

eline-One-loop-in-its-entirety-with-a-capital cost-of £243m-at- 2003 prices s { Formatted: Bullets and Numbering ]
sLine-Two-to-Newbridge-with-a-capital-cost-of £280m-at-2003-prices

started a- erellmmarv view. ef an- a!»ternatlve svstem which- cemblnes elements ef Lines - One &
T, but falls- shert -of- the full- svstem Next- stees W}” include- further trencatien -assessment

1) the extent ef powers- seu—eht W}thm the- B}H»s and 2)- eemmunmatwn processes- eqemst a

backdrop of the Public- !»nquir\yl and run- gp to the Referendum.- The newlvepeeinted eperater

arraneements areund» the fmal aewfeedr svstem

Both-ef-these-solutions-are-therefore-affordable-within-the-£375m-grant-award.-tie-has-also
started 3 prel}mma{!y -view--of-an- altemetwe -network;- which eembmes -elements- e# Llnes

assessment -and- }ncerperatlen ef Lme Three mte the- assessment -and- evelvmg a-view-on
the eﬁect -of- EARL----TFhese -are- cemplex exermses and -are- unhkely %e be #ully fermed #er
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10.--Procurement-Programme [Again-isn’t-this-for Pat's OBC.-where -we present 3« ------ { Formatted: Bullets and Numbering ]
—T—he——reeemr—nended—eptien——fer——lnfrast%ueture——Previder——preeurement——is—the——use——ef——a—de-«—~~——{Formatted: Indent: Left: 0.63 cm ]

risked---PFl--integrated--contract-selutien--(Infrastructure-and--Integrator--Consortium
Option-as-defined-in-Section-7.-of this-paper)-following-the -development-of -a-platform-to
enable---minimised---scope--change--ricks-associated---with---planning--approvals; - utility
diversions;-NetworkNetwork-Rail-and-continuity-of-design-team:

The key-programme-dates-are-as follows:

eCommence-full precurement strategy-having-funding-in-place - July-2004 it { Formatted: Bullets and Numbering ]

_-==:=+1 Formatted: Font: Bold, Font color:
Black, Highlight

+Close-InfraCo-contract-with-trams-and-design-team-—- Junhe-2006
T : ; . . | 2009
o Tram-system-fully-open-forpublie-serdee s October-2009
+Bus service integration changes-made December-2009

tie-have--developed-detailed-project-plan-of-the -workstreams-to-meet-a-mid-2009-partiale------- {Formatted: Indent: Left: 0.63 cm J
operation;-with-full-cperation-by-Octeber-2009.--A-critical task-to-facilitate the-prosurement
of InfraCo-and-vehicle supply centracts-will be-to-get the technical designers-on-board-in
early-course-
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11.-INF RASTRUGTURE PROGUREMENT [these- seetlons are relevantand should-follow«------- { Formatted: Bullets and Numbering ]

Following-on-from-selection-of the proposed preferred-procurement-option;-it-is recommended
that-the-scope--of-the-contract-be--‘maximised’-to-include-the-full-development-of the-tTram
systemNetwerk:

This-will result-in-definitive-timesecales-to-ashieve relevant approvals-and enabling-legislation.

tie-will-seek-to- reduee -scope- unse;tamty - tTram Netwerk y sentraets by- develepmg

subneentracters mte the- mfrastruetu%eeentracters team ot ce-ntract award:

A framework- prioing strueture iste-be- develeped Whioh WHL aHeW for sepa;able pe;tiens Withm

maintain options on: expansion of the Netwerkgystem over:a timeframe of up to July 2007,
and subject to funding and agreement with InfraCo, allow a framework option to include
the construction of Line Three. ,,/-«{Formatted: Font color: Red ]

Payments-should-be regulated with-milestones-approved-by-an-independent-third -party-asting
on---behalf---of —-all--interested--stakeholders---(banks,--lessor, - Scotlish--Executive, - CEC;
NetworkNetwork--Rail;- -tle -gt- a!) ------- A-—-condmen -regarding- max;mum iundmg drawdewn

Following-the-transference-cof-the -desigh-team-the-final-detailed-design-of-the -eystem-will-be
integrated within-a-turnkey-{design,-censtruct-and-commissien)-contract for the-full-system.

apprevals, {ce the ~PREXHALIA- exteﬂt pessible pH(-Hf te— the- award ef the ln#rastwc{cure P{W}deﬁf
scontract---tie--note--that--finalisation--of - the---design--requires--aseurate - tram--peformance
information-and-critical information-on-OHLE-and ticketing- systems:

Thereafter-the responsibility-for-any-other-approvals-outside--of -the--eritical planning-approvals
will be the responsibility -of the-infrastructure-provider-and-not with- tie:

lt-is-anticipated -therefore-that-during-the-bid-process-the-sentractors-will-be--addressing-the
project -at-a--greater-level - of -detail -with--their-proposed - sub-contractors- than-has - previously
been the-norm-on-cther-PFl-centracts. - This-will- reduoe precwement fisks-and- allow tie- dlreot

eemmﬁ%mg—te—suppheaf&-

M4 KeyIssues s {Formatted: Bullets and Numbering ]

The--most-important--aspects-of-the-infrastructure-contract-are-the-manner-in-which-the
HProgramme-to-senvice-commencement; e Formatted: Indent: Left: 1.27 cm,
t1Seope-of contract-and frameweork; Bulleted + Level: 1 + Aligned at: 0.63
E}Design,andplannjﬁg,apprevals: Y cm + Tab after: 1.27 cm + Indent at:

it ; . ' | 1.27 cm, Tab stops: Not at 1.27 cm

BVehicle-presurement-and-maintenance; {( Formatted: Bullets and Numbering |
Systems Integration;
HMarket-Interest;

T hird party-interface-agreements -and approvals {e.g.- NetworkNetwork Rail);-and
HCommissiening-ef-system:
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12.-PUBLIC UTILITIES DIVERSION-PROCUREMENT oo { Formatted: Bullets and Numbering ]

As-highlighted-in-the--recent-NAO-report-on-“improving--public-transport-in-England-through
light --rail;—utilities--bring -the —most--significant-pricing--risk--into--the---overall--infrastructure
procurement.-The-NAO-recommends-that-“adequate-proposals-te-manage -risk-associated
with-the-cest-of-divetrting--utilities™.—-It-is-recemmended-that-the-risks-associated-with--utility
diversion-be-eliminated-to-remove-the-areas-of rick-detailed below:

eScope-uncertainty: s {Formatted: Bullets and Numbering ]
sl-ocation-uncertainty;-and
sNegetiation-weakness-of infrastructure-previder —relative-te CEC/tie.

{Formatted: Bullets and Numbering J

sAssessment- ef ~the actual- lengnte{cm -266eSS- Hsk ef-not- dweﬁmg wﬂ:h the @perate%

sDispute-resolution-involving-tie;-Operator-and-utility;

=Diversion-of-critical-utilities-ard-Metwork- Network-Rail-assels;

sldentification--ef--long-lead’ - diversions--with---eafly---diversien---and---direet---cortract
engagement-by-tie;

elncentivisation to-minimise cost-below target maximum cost;

slntegrated- services-identification--and- section-programming-with--partial--and-limited-full

slL-imitation-of -utilities-powers-within-the-werking-envelope--ef-the-trarm-system-{ircluding
OHLE);

oSingle-point-of centact--Each-utility-to-provide-a-dedicated-Project-Manager-to-facilitate
utilities-diversions;

+Street-management-werking-meetings-invelving-GEG:

sUnderteke--critical -design;-operations-and-pessessiens-{restriction--ef-use)-strategy-for
all-utilities-diversions-to-minimise-diversion-requirements;-and

sUnderfake -site--investigation --activities--to--cever---archaeological,-geotechnisal --ard
environmental-risks-

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.

W}thm track/-OD"-utilities - ln efder te- ach}eve an- operatmg t{am system-in-2009,-a- &@mﬂcant
number-of utilities-diversions-will reguire-to-be-cemmensed-prier-fo-Royal Assent:

OHLE-pole-base--diversions-will-be-left-te-the-contracter-whe-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-tie-and-the Operator:

t-is-noted-that-the-losations-of the-pole-bases-may-vary-during-the-detailed-design-precess
and-as-a-result-this-aspect -of diversions/protection-sheuld-be-cost-effectively-left-within-the
soepe of ~the infrastructure- pmwde%-—-—fms risk Wl” bemmmmd by reqwmg -the In#rastrue{cure

cnticalr -areas:tie- antic+pates that the Infrastructure Prev;der bidders WHI adept and -seeure
stb-contractor-and-specialist-desigh-input-as-a key part-of the BAFO-process:
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13.-TRAM VEHICLE PROCUREMENT *m { Formatted: Bullets and Numbering ]

tie’s-appreach-to-Tram-Vehicle-Precurement-is-a-direct-respense-to-lessons-learned-on-ether
light--rail-projects; - where--selection--and--delivery-have--resulted -in-severe--delays--and
commensurate--cost-increases.—-Separating-out--this-key--element-from-the-main-PFl--and
transferring--inte-the--suceessful--bidder-at-contract-award--reduces-the--risk-of -dewnstream
delaye-

The-general-shrinking-in-the-Tram-vehicle-supply-market reduces -the-potential-for-InfraCo
bidders-to-leaver-an-effective-competitive-advantage-and-will-net-be-their core-market-

lt-is--therefore--recommended--that-tie-manage-the--initial-vehicle--procurement--directly;—-as
follows:

«Development--by-tie-of -a-tram--supply;-commissioning;-maintenance-and-spare-parts+---- { Formatted: Bullets and Numbering ]
supply-contract;
oThe-contract should-be develeped-with-two-separate parts:
1) Tram-precurement-and-commissiening;-and
2)-Tram-maintenance:
sFollowing-preferred-supplier-selestien-the -tram-vehicle-precurement-and-commissioning
centract-detailed information-will-be-transferred-to-the-infrastructure-bidders-and-used

EMC {electromagnetic compatibility)-issues and this will be-a-critical part-of the bid;
and

oThe--tram--vehicle--maintenance--contract--will--be-either--through--theinfrastructure
contractor,-through-the -Operator-(or-directly with tie}-and is-partially-dependant upon
the-hature-of any-proposed-fram-leasing-agreement-and-funding-

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

Different-vehicles-have-different EMC-issues-and-this-matter-needs-to-be-addressed between
bidding--infrastructure--contractor--and--systems--integraters,-preferred - fram--manufacturer,

To-minimise-slippage-in-this-complex-area-tie-will-engage -an-EMC - specialist-engineering
firm-under-the -engineering -design-team to-specifically-address-the risks-associated-with-this
interface.—The-resulis-of the-tram/EMC-analysis-will-be-provided-te-the-Infrastructure-Previder
bidders-

Line-Three-vehicles-will be-added- -beth-the--trampreeu%ement—,--’maintenanoe—and-any-!easing
agreements--with--a-latest -anticipated- decision -date -of -additienal - rolling--stock-requirements
being-July-2008.--tie-will-review--progress--in-the--definition--of -requirements-during-contract

preparation:
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14.- SYSTEM- INTEGRATION-PROCUREMENT -oimen { Formatted: Bullets and Numbering ]

The-marketfor-competent-systems-integrators is-considered-to-be-limited:

tie -recognises-that-in-other-cempleted-UK - tram-projects-the--systems-integration-role-has
been-significantly--underestimated-and-under-managed-—This-has-translated-into-signifieant
time-delays-which-have been-magnified by-not-utilising -existing-systems-engireering-solutions
and-problems-with-integrating -system-and-tram-scluticns.— 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 during BAFO.: This will allow bidders to-have access to
the limited systems integrator and supplier market.

tie-will-weight-its-bidder-selection-process-in--favour--of -proven--systems-with--associated
technolegy-imprevements.

The- tle de\,agn team-will- reqwre access-te-all- altematlve systems }nteg!atiron selutiens- -pnor to

EMC (oembmed Wath aesu#ate knewledge eﬁ Network- Netwerk Raa-L assets} and develepmg
tram--design--through--BAFO,-the--systems--integration--solution--is-expected--to--be-priced

Upon--award,--the--InfraCo---previder-will--thereafter---be--fully-responsible--for--the--systems
integration risk-

A-single-Systems. Integration contractor is-a-preferred step-for-tie- where the-option to-expand
to-include-Line-Fhree-is-not-undertaken:

separate!y -procure---design-services--(to--be-- ass:—gned to-- Infra@e) to-- malntaln -a-detailed
understanding of-its-systems:
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45.8. MARKET INTEREST A { Formatted: Bullets and Numbering ]

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 option, a structured discussion with key market players will be essential. The
aim will be to hold such discussions as_part of the next phase of work, to_inform_ the
preparation_for the procurements.in--the--next--month--to--inform--the--final--versien--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.

In-order-tc complete-the design-of an-infrastructure-and-equisment procurement strategy;
tie recommends-that-market sounding-takes-place-in-June-2004.in-the .same-fashion-as
served the -DPOFA:-procurement well:It-is-considered-that-the: proposed: contractual
options-canh-be-apprepriately-‘tested’ for-private-sector-and-funder-reasticn-and-can-gain
from-the-DROFE-Operator's-contribution-post-appointment:

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 - InfraCo 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

e 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 premiuma 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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46.9. 3%° PARTY AGREEMENTS A { Formatted: Bullets and Numbering

)

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 tfram Netwerksystem.

¢« CEC - Maintenance agreement — street-works, track and drainage
- Traffic signals
- Design manual

¢ Network-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 InfraCo or separately transferred directly to the InfraCo under the recommended contract
Infrastructure and Integrator Consortium Option (as detailed in Section 6%.) of this

reporipaper.

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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| 1710. COMMISSIONING wnriie { Formatted: Bullets and Numbering ]

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 passengers) of the
system. They need to have all necessary drivers and controllers (who will be sub-contracted
from the Operator) to enable testing and commissioning to be undertaken.

tie- r—ecemmead and har -discussed--with-its- prefe%red @perater (T{ansdev} that -the

an, he.Ope e

ser/ices beth te t-}e -and- i:e the- m#astrue»tur-e -prev;der threugh oemss;enmg-----‘l’ h{& in- eﬁeot
means-that-the-infrastructure - previder--is:-actually:-the -first:-operator-(albeit--without
passengers)-of-the-system:-Fhey-need-te-have-all-necessary-drivers-and-centrollers-(who
will-be--sub-contracted--from-the-Operater)-to--enable-testing --and--cemmissiching--to-be
undertaken:

| The Operator therefore has two roles:

| e To tietie for acceptance testing and safety related matters and

e 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 tietie 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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18:11. GOVERNANCE

next stages of the development of the tTram NetworkSystem. {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.

Design;

Infrastructure &and Equipment —
integration, funding;

Land acquisition;

Operator involvement under DPOF — system design, service integration;
Planning approvals;

Procurement planning and management (the TPSG),

Site investigation;

N —

acquisition and maintenance, systems

Vehicles — acquisition and maintenance, possibly funding.

©ENO O AW

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

tietie (Finance Director,
Manager),

Partnerships UK;
Transdev; and

Support from Technical, Legal, Financial and PR advisors.

Projects Director,

progress and issues arising from the Tram Procurement Steering Group to the tietig Board. It

is recommended that Projects Director would additionally regularly report on issues to CEC
and Scottish Executive.

INeed-to-include-reference-to-day-te-day-Rresponsibility for the Pproject and day-to-day co-
P v

11.1. Procurement Programme

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

e Submit Tram Qutline Business Case 340 July 2004 R ls { Formatted: Bullets and Numbering
e Commence procurement of design, legal and financial advisors _August 2004
e Commence tram vehicle procurement by OJEU October 2004
e Commence InfraCo procurement by OJEU November 2004
e Obtain Royal Assent to Line One and 2-Two Bills December
2005
e Close InfraCo contract with trams and design team June 2006
e Tram system partially open for public service June 2009
e Tram system fully open for public service October 2009
e Bus service integration changes made December 2009

tietie 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 InfraCo and vehicle supply contracts will be to get the
technical designers on board in early course.

Dt {Formatted: Bullets and Numbering
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12. FUNDING STRATEGY

The funding strateqy is interlinked with the procurement strategy and the development of a
robust business case.

Planned expenditure is presently disaggregated as follows:

Operator involvement and related consulting and management work:; R {Formatted: Bullets and Numbering

System procurement execution;

Land acquisition;

Utility diversion; and

System construction (at this stage to include vehicle acquisition)

N =

Further disaggregation and possibly aggregation is under consideration.

ltems 1-4 are described as Advance Costs, being costs which will require to be incurred prior
o 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

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.

o Capital funding up-front to_cover R {Formatted: Bullets and Numbering

a). Advance Costs ; and
b). System Construction (the “up-front” model)
e 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;

Review the up-front model for affordability;

Address sources of funding;

Consider truncation if necessary;

Prepare revised up-front model;

Address PFI option;

Compare PFI option to up-front model and assess VFM in context of risk;

Conclude on funding structure — up-front or PFI, or more likely a further variation; and
Deploy selected funding_structure within procurement process.

© 00 NG G 0 IN

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, 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:

e Extent of grant award, assumed pegged at £375m with no indexation; w-iioad {Formatted: Bullets and Numbering
o Availability of congestion charging (CC) funds and if so implications for preferred
system; and

e 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 R { Formatted: Bullets and Numbering ]
e 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 sought within the Bills; and 2) communication processes

operator will have a key role in_supporting this process and they will inherit gain/pain_sharing
arrangements around the final agreed system.

It is clear that affordable system solutions are available. The work now is designed to ensure «—------ {Formatted: Indent: Left: 0 cm ]
that the best value solution is defined and then executed.

12.1. Next Steps R { Formatted: Bullets and Numbering ]

The following next steps have been identified.

e Develop the funding_strateqgy in conjunction with. CEC and Scottish Executive fOI"**”””{Formatted: Bullets and Numbering ]
the proposed procurement approach;

e Review the options available for minimising_spend in advance of Royal Assent;

e Confirm that funding is available to meet the desired delivery programme with
trams operational in 2009;

e Address the funding gap_ with assessment of opportunities in__property
development gains, land contributions, advertising, commercial income and other
sources:

e Develop a_robust Outline Business Case for the Tram procurement with
developed rationale by late summer 2004;

e Review the risks of ‘early’ or ‘late’ running of the Parliamentary process and its
impact on the delivery programme and consequential cash-flows;

e Develop a ‘best value’ alternative system solution and include system
truncation to address funding short-fall;

e Discuss critical influencing factors associated with indexation of grant, use of
Congestion Charging revenue and influence of EARL on Line Two_economics;

e Develop individual procurement strategies for tram vehicles, utility diversions,
design development and land acquisition;

e Review advisor remits and need for procurement of technical, legal, financial,
property and insurance advisors for the scheme; and

e Conduct contractor/ 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.

wsgooes {Formatted: Indent: Left: 1.27 cm ]

{ Formatted: Bullets and Numbering ]
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Risk Allocation Comparison
19, ‘T:”” Formatted: Left, Indent: Left: 0.63
« N0 em

The- proeufement -strategy-is- eeﬂtral {e the-stccess-of the-tram-project: Consm‘emble { Formatted: Bullets and Numbering

\{Formatted: Indent: Left: 1.27 cm

Executi-ve with-an-insight-inte- the our#ent thmkmgten s6Me-- sﬂxt;sa#next steps:

The intention-is-to-work-with-all-relevant-parties-especially-City-of-Edinburgh-Council
{CEGC?);-the-Exesutive-and-Transdev;-te-develep-the procurement-strategy-leading te
a- rebust b&smeus -6age- from %s’wch fefmal -prescurement -ean-- -GORHAeNGE: - It -§§

pregrarmne and te prewde -a- prepe,r bas;s -on- wh;sh fo- expla;n éhe stﬁategy in-the
context-of parliamentary-scrutiny:

The #?eme ef the strategy-is-to-enstire-that- r{sku -are- agg@s&vely managed-and-in

fmanc.'al eb,égatwns ant#eash stage has— been éhereugahly analys-eel and approved-- #
is-important-to-note-that.-with-one-key-exception-namely-the-early-invelvement-of the
operator.--ne--material--commitment--of -new- funding--is--sought.-at--this--stage.--As

explained-beloew;-the-conymitment te-the-operater-is-for-a-very-limited-sum-ef-meney.
relative-to-the-scale-of the-project-and-the-impertance-of-the-operater-relationship-

19.1.Conclusions-[This-may-be better-used as-part of Exec summaryl et {Formaued: Bullets and Numbering

The-following-conclusions-have-beenidentified:

1-:A--preferred--route--for---precurement -for--the - ‘infrastructure’,-tram--vehicle’--ande ==+ Formatted: Indent: Left: 1.27 cm,
‘system--integration-—elements—of - {Tram—Networksystem;- wh&eh -will--best--meet No bullets or numbering, Tab stops:
CEC/tie’'s—procurement—objectives,—has—been—identified—bytie’sInfrastrusture . [ Notat 127 cm

Presurement-Weorking- - Group- { Formatted: Bullets and Numbering

2.The-preferred-procurement-route-is-an-Infrastructure -and-Integrator-Consortia
Opt{-en with- %eparate precwement ef -vehieles- ultﬂmately leading-te- nevatien -of- ~the

T {Formatted: Indent: Left: 1.27 cm

cont{act anc} trans#er e# de5|gns} cost certa{nty and-flexibility- e# fmancmg,
b-Allows-tie-to--retain-control--ef-choice--of--vehicle--(and--to-take--advice--ef-DROF
eperator)-and-te-advance design-werk for sensitive- sections-of the-lines:;
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c:Opporunity--for--advance -design--and--ufility--diversion-work--should--increase
market appeal -and- add%e%seseeﬁa%—n MNAO- ebservat&ens and

seleotlen sn-tena

3:The proposed procurement strategy-can-be-implemented-irrespective-of financing+------{ Formatted: Indent: Left: 1.27 cm,
strategy--and--once--agreed--can--allow--for--outline--documentation--preparation--to No bullets or numbering, Tab stops:
cemmence- Not at 1.27 cm

Lnf;aCe preourement route-and-has- been incerporated- mte the--everall- preeurement
strategy-
Continued-and- sustamed eaﬂy eperater -involvement-is- Cﬂtical to-the- -SHecess- of the

c£’7m -in-the- eurrent fmanc+al -year,-heluding-cost-invested- te date and WHI -run-at-that
level-over-the-next-4-years-until-the-system-is-mobilised:

Initial-‘soundings’-have-been-undertaken-and-sencluded-that-the--propesed-strategy«—------ {Formatted: Indent: Left: 1.27 cm

will be well received by market.

dees-se-by-judicieusly-utilising-the--early-operator-invelvement-and-addressing-critical No bullets or numbering, Tab stops:
aspects-of the-projest-thersby-mirimising-the-scepe,-programme-anrd-cost-risklnitial Not at 1.27 cm

6.The proposed strategy addresses the critical project commencement date and«------: [ Formatted: Indent: Left: 1.27 cm,

‘seundings'-have-been-undertaken-and-sencluded-that the-proposed-strategy-will-be \\fFormatted: Bullets and Numbering

well received-by-market:
7. The- pre-pesed strategy addresses the--critical- p#eject cemmensement date and

aspeetsef Jehe p{cejeet therebymnrwsmg the scepe pregramme and cost- ﬂsk

B #omrases {Formatted: Indent: Left: 1.27 cm

- The-elements--of-the--strategy--are—all-in-common-use--in-the-UK--and«-- Formatted: Indent: Left: 1.27 cm,

mternatlenally No bullets or numbering, Tab stops:
« Not at 1.27 cm

\\{Formatted: Indent: Left: 1.27 cm

9.The--strategy--directly--addresses--a--considerable--number-of -issues--raised-by--the«------
recent-National-Audit-Office {NAQ)-report-‘Improving-public-transport-in-England

Formatted: Indent: Left: 1.27 cm,
No bullets or numbering, Tab stops:

through-light-raif [ Notat 1.27 cm

R ( Formatted: Bullets and Numbering
19:2.Recommendations *\‘\:\{Formatted: Indent: Left: 1.27 cm
The following recommendations-have been identified: { Formatted: Bullets and Numbering

The--recent--National-- Audit-- Office--report-identified -a--number--of -barriers--{o--the
suecessiul-future-development-of-light-rail- systems-in-the -UK-and-made-a-number-ef
spesific recemmendations;-whish-included the following-prosurement related-issues:

No bullets or numbering, Tab stops:

Formatted: Indent: Left: 1.27 cm,
Not at 1.9 cm

e—ther S schemes

HSeek-ways-of managing-risk-and-redusing-the-costs-of -utility-diversion-including { Formatted: Bullets and Numbering

questiening-the-need for-specific-diversion;-and
Hidentify-the-most-cost-effective-procurement-methods-and-contract-strustures
as-a-means-of controlling-cest:

"""" {Formatted Indent: Left: 1.27 cm

tie--reeemmenés---that---the---NAO---r—epert--eenelusiens--be---ade-pted---in---full--and---tie 'S
proposed-prosurement-approach--addresses-these-barriers-te-success-at-an--eary
stage-

t-is--recommended - that - tie -adopt--approve -the - Infrastructure -and--Integrator
Consertia-Option--(with--separate--prosurement--of -vehicles -—ultimately--leading-to
novatien--of- the veh%de -contract-- mto---a-—--smg!e oensemum) -as- Jthe p;eierred

Precurementrrr\/\!erklng Greup -OR- the bas}s ef -an--assessment- agamstrrscheme
‘constraints’--and-key--criteria’. - tie - recommends-that-a-turnkey-design;-construect-and
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commission-contract- under-a-‘PFl-style’ contract is-utilised-for the-main-contraet:

It-is-considered-that-this-procurement-eptien-will-have-features-that-will-be-beneficial
to-the-scheme-and-allow-the-following-

HAllow-early commencement-of works; s { Formatted: Bullets and Numbering ]
HFacilitate-greater-control-by CEC/tie;
HHend-iteelf-to-long-term-funding-selutiens:-and
HProvide--the-best-balance--of--cost-control--risk-transfer,-flexibility-and--delivery-to
programme:

The recent-National-Audit -Office (NAQ) report-also-recommended-that “adequate
propesals—teo--manage-risk---associated—with-the-cost-—-of - diverting--utilities™-be
implemented--on--light-rail--schemes--and--points--strongly--to--the--adoption -of -early
operator-involvement-as-a-means-ef improving-prosurement-of-light rail systems:

With-the -above-in-mind;-and-prior-te-implementation- of the-main- Infrastructure-and
Integrator--Contract---(detailed-methodology--in-—-Companion---Paper-——-| Preferred
Prosurement--Strategy--dated--30--April--2004).-it--is-recommended--that- the--overall
scheme--is—de-risked - through-the--procurement-of-‘advance--works’--to--minimise
petentialr—seepe—ehange——time—and—pregr—ar—nme—#isks—te—the—main—Werks—asseeiated—with

Netwerk Network Rail.--tie- recemmends that the- ‘des}gn ef the- seheme is further de—
risked-through-the-early-precurement-of designers;-whose-liabilities-will-ultimately-be
assighed-to-the-InfraCo:

These- edvanoe Werks Weulel -‘be--contrelled--direstly-by- tle +n--erder-te- manage -risk

main--werks- havmg %rans#eﬁeel elee&gn aneL trams te the- Gentrecter and thereby
managing-risk-out-prior-te-Centract start-

aeeeptable Hevel-of- ‘e}srepeen H@& -@Fising- #rem u{cmeeeJrssues Wlth the euppert ei the
tram-Operator:

tie-recommends-that-advance-diversion-of-‘critical-utilities-and-asset-cenfirmation
surveys- and-carried-out;-in- erder 1o separate Jthese very-high'-risk- elements cut-and

deWer—y-ﬂmetab%e—.-

tie-recommend-that the-Infrastructure-and-Integrator-Gentract-be-strustured-in-sush-a
way--as-to-allew-for-tie -to-maintain-options-on-expansion-of-the-Networkeystem;-and

il inclusion.of Line Three.

H-is-recommended-that-tie-manage-the-initial-vehicle--precurement--directly-in-the
form-of -a-tram-supply;-commissioning;-maintenance--and-spare-parte -supply-contract
and--examine--in--detail -the -hature--and--options-for--any--propoesed--tram--‘leasing’
agreement-and-funding-

tie-recemmend--that-systems--integrators-are;-with--contractor--bidder--agreement;
restrained-from--entering-exslusivity-arrangements-with -bidders;-to--allow-bidders-to
have access to the -‘limited’ systems-integrater-and-supplier market.

qtrategy, tle recemmende thafe market seundmg takee p!ace in-Jdune- Summer 2004
in--order-te--test - for-private--sester-and--funder-reaction--and--gain--frem--the--DROF
Operator's-contribution-post-appointment.
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tie-recommends-(and-has-discussed-with-Transdev.-newly-appeinted-Operator)-that

Procurement-Steering--Group;-that-reports-to-tie-Board-via-the-Projects-Director;
cemprising-the fellowing-membership-

{Formatted: Bullets and Numbering ]

HPartnerships- UK;
Hlransdev-and
HSuppert-frem-Technical-Legal-Financial-and-PR-advisors:

Eomemeas Formatted: Indent: Left: 1.27 cm, No
widow/orphan control

49.3:Next-Steps R b { Formatted: Bullets and Numbering J

The following-next-steps-have -been-identified. [This should-be-the reference 1o the scope
antic

eDeovelop-the -funding -strategy-in-conjunction-with-GEG-and-Soottish-Executive-for« - { Formatted: Bullets and Numbering ]
the-proposed-procurement-approach;

+Review-the-eptiens-available-for-minimising-spend-in-advance-of Royal- Assent;

oConfirm-that-funding-is-available-to-meet-the--desired-delivery-programme--with
trams-operatienal-in-2009;
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eReview-the-risks-of -‘early’-or-‘late’-running-of -the -Parliamentary - process-and-its
impasct on-the-delivery-programme-and-conseguential- cash-flows:

+Develep--a--best-value'-alternative-networksystem-selution-and--include-system
truncation-to-address-funding-short-fall:

eDiscuss--critical-influencing--factors--assosiated--with-indexation--of -grant,-use--of
Congestion-Charging-revenue-and-influence-of EARL-on-Line-Two-economics;

«Develep--individual--precurement - strategies-for-tram-vehicles,-utility-diversiens;
design-development-and-land-acquisition;

oReview--advisor-remits--and--need--for-procurement--of -technical;--legal,-finaneial;
property-and-insuranse-adviscrs-for the-scheme;-and

sConduct contractor/funder- market testing for-the preferred route for-procurement for
the--infrastructure’;--‘tram--vehicle’--and--‘system--integratien’-elements-of - tTram
Networksystem-through-an-orgeing-PIN-precess:
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Tab stops: 2.86 cm, List tab + Not at 1.59 cm

iﬂfnege 18: [34] Formatted Nicola Rainy-Brown 10/06/2004 20:47:00 i
Font: (Default) Arial, Font color: Black, Highlight

iﬂfnege 18: [35] Formatted Nicola Rainy-Brown 10/06/2004 20:47:00 i
Font: (Default) Arial, Font color: Black, Highlight

iﬂfnege 18: [36] Formatted Nicola Rainy-Brown 10/06/2004 21:33:00 i
Indent: Left: 1.59 cm

ngge 18: [37] Formatted Nicola Rainy-Brown 10/06/2004 21:33:00 i

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

Page 18: [38] Change Nicola Rainy-Brown 10/06/2004 20:46:00 i

CEC01880646_0058



Formatted Bullets and Numbering

Page 18: [39] Formatted Nicola Rainy-Brown
e

10/06/2004 20:47:00

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

Page 18: [40] Formatted Nicola Rainy-Brown
e

10/06/2004 22:53:00

Indent: Left: 2.22 cm, Bulleted + Level: 1 + Aligned at: 0.95 cm + Tab after: 1.59 cm + Indent at: 1.59 cm,

Tab stops: 2.86 cm, List tab + Not at 1.59 cm

Page 18: [41] Formatted Nicola Rainy-Brown
e

10/06/2004 20:47:00

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

Page 18: [41] Formatted Nicola Rainy-Brown
e

10/06/2004 20:47:00

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

Page 18: [42] Formatted Nicola Rainy-Brown

10/06/2004 20:47:00

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

Page 18: [42] Formatted Nicola Rainy-Brown

10/06/2004 20:47:00

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

Page 18: [43] Formatted Nicola Rainy-Brown

10/06/2004 21:33:00

Indent: Left: 1.59 cm

Page 18: [44] Formatted Nicola Rainy-Brown

10/06/2004 21:33:00

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

Page 18: [45] Change Nicola Rainy-Brown

10/06/2004 20:46:00

Formatted Bullets and Numbering

Page 18: [46] Formatted Nicola Rainy-Brown

10/06/2004 20:47:00

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

Page 18: [47] Formatted Nicola Rainy-Brown

10/06/2004 22:53:00

Indent: Left: 2.22 cm, Bulleted + Level: 1 + Aligned at: 0.95 cm + Tab after: 1.59 cm + Indent at: 1.59 cm,

Tab stops: 2.86 cm, List tab + Not at 1.59 cm

Page 18: [48] Formatted Nicola Rainy-Brown

10/06/2004 20:47:00

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

Page 18: [49] Formatted Mark Bourke

11/06/2004 14:10:00

Indent: Left: 2.22 cm, Bulleted + Level: 1 + Aligned at: 0.95 cm + Tab after: 1.59 cm + Indent at: 1.59 cm,

Tab stops: 2.86 cm, List tab + Not at 1.59 cm

Page 18: [50] Formatted Nicola Rainy-Brown

10/06/2004 20:47:00

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

Page 18: [51] Formatted Nicola Rainy-Brown

10/06/2004 20:47:00

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

Page 18: [51] Formatted Nicola Rainy-Brown

10/06/2004 20:47:00

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

Page 18: [51] Formatted Nicola Rainy-Brown

10/06/2004 20:47:00

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

Page 18: [52] Formatted Nicola Rainy-Brown

10/06/2004 20:47:00

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

Page 18: [52] Formatted Nicola Rainy-Brown

10/06/2004 20:47:00

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

Page 18: [52] Formatted Nicola Rainy-Brown

10/06/2004 20:47:00

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

i Page 18:[52] Formatted Nicola Rainy-Brown

10/06/2004 20:47:00

CEC01880646_0059



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

Page 18: [53] Formatted Nicola Rainy-Brown 10/06/2004:21:33:00 i
Indent: Left: 1.59 cm
Page 18: [54] Formatted Nicola Rainy-Brown 10/06/2004:22:53:00 i

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 + Notat 1.27 cm

me 18: [55] Change Nicola Rainy-Brown 10/06/2004:20:46:00 i
Formatted Bullets and Numbering

me 18: [56] Formatted Nicola Rainy-Brown 10/06/2004:20:47:00 i
Font: (Default) Arial, Font color: Black, Highlight

Page 18: [57] Formatted Mark Bourke 11/06/2004 14:10:00 E

Indent: Left: 2.22 cm, Bulleted + Level: 1 + Aligned at: 0.95 cm + Tab after: 1.59 cm + Indent at: 1.59 cm,
Tab stops: 2.86 cm, List tab + Not at 1.59 cm

Page 18: [58] Formatted Nicola Rainy-Brown 10/06/2004 20:47:00 E
Font: (Default) Arial, Font color: Black, Highlight

Page 18: [58] Formatted Nicola Rainy-Brown 10/06/2004 20:47:00 E
Font: (Default) Arial, Font color: Black, Highlight

Page 18: [59] Formatted Nicola Rainy-Brown 10/06/2004 20:47:00 E
Font: (Default) Arial, Font color: Black, Highlight

Page 18: [60] Formatted Nicola Rainy-Brown 10/06/2004 22:53:00 E

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: [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 E

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 E

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

| Page 19: [69] 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: 0 cm, List tab + Notat 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

CEC01880646_0060



Page 19: [72] Formatted Nicola Rainy-Brown 10/06/2004:20:59:00 i
Font: (Default) Arial, Font color: Black, Highlight

me 19: [73] Formatted Nicola Rainy-Brown 10/06/2004:20:59:00 i
Font: (Default) Arial, Font color: Black, Highlight

Page 19:[74]} Formatted Nicola Rainy-Brown 10/06/2004:20:59:00 i
Font: (Default) Arial, Font color: Black, Highlight

Page 19: [75] Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 E
Font: (Default) Arial, Font color: Black, Highlight

Page 19: [76] Formatted Nicola Rainy-Brown 10/06/2004 21:02:00 E
Font: Arial, Font color: Black, Highlight

Page 19: [77] Formatted Nicola Rainy-Brown 10/06/2004 21:02:00 E
Font: Arial, Bold, Font color: Black, Highlight

Page 19: [78] Formatted Nicola Rainy-Brown 10/06/2004 21:02:00 E
Font: Arial, Font color: Black, Highlight

Page 19: [79] Formatted Nicola Rainy-Brown 10/06/2004 21:02:00 E
Font: Arial, Not Bold, Font color: Black, Highlight

Page 19: [80] Formatted Nicola Rainy-Brown 10/06/2004 21:02:00 E
Font: Arial, Font color: Black, Highlight

Page 19: [81] Formatted Nicola Rainy-Brown 10/06/2004 21:02:00 E
Font: (Default) Arial, Not Bold, Font color: Black, Highlight

| Page 19: [82] Formatted Nicola Rainy-Brown 10/06/2004 21:02:00 |
Font: (Default) Arial, Font color: Black, Highlight

| Page 19: [83] 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: 0 cm, List tab + Notat 1.27 cm

| Page 19: [84] Change Nicola Rainy-Brown 10/06/2004 20:57:00 |
Formatted Bullets and Numbering

| Page 19: [85] Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 |
Font: (Default) Arial, Font color: Black, Highlight

| Page 19: [86] Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 |
Font: (Default) Arial, Font color: Black, Highlight

| Page 19: [87] 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: 0 cm, List tab + Notat 1.27 cm

| Page 19: [88] Change Nicola Rainy-Brown 10/06/2004 20:57:00 |
Formatted Bullets and Numbering

| Page 19: [89] Formatted Nicola Rainy-Brown 10/06/2004 20:59:00 |
Font: (Default) Arial, Font color: Black, Highlight

i Page 19:[90] Formatted Nicola Rainy-Brown 10/06/2004:20:59:00 a
Font: (Default) Arial, Font color: Black, Highlight

i Page 19:[91] Formatted Nicola Rainy-Brown 10/06/2004:22:53:00 a

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

i Page 19:[92] Change Mark Bourke 11/06/2004 14:13:00 E
Formatted Bullets and Numbering

CEC01880646_0061



10/06/2004 21:02:00

10/06/2004 20:59:00

10/06/2004 20:59:00

i Page 19: [93] Formatted Nicola Rainy-Brown
“Font: (Default) Arial. Font color Black. Highlight
i Page 19: [94] Formatted Nicola Rainy-Brown
“Font: (Default) Arial. Font color Black. Highlight
i Page 19: [95] Formatted Nicola Rainy-Brown
“Font: (Default) Arial. Font color Black. Highlight
i Page 19: [96] Formatted Nicola Rainy-Brown

10/06/2004 20:59:00

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

Page 19: [97] Formatted Nicola Rainy-Brown

10/06/2004 20:59:00

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

Page 19: [98] Formatted Nicola Rainy-Brown

10/06/2004 20:59:00

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

Page 19: [99] Formatted Nicola Rainy-Brown

10/06/2004 20:59:00

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

Page 19: [100] Formatted Nicola Rainy-Brown

10/06/2004 20:59:00

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

Page 19: [101] Formatted Nicola Rainy-Brown

10/06/2004 20:59:00

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

Page 19: [102] Formatted Nicola Rainy-Brown

10/06/2004 20:59:00

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

Page 19: [103] Formatted Nicola Rainy-Brown

10/06/2004 20:59:00

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

Page 19: [104] Formatted Nicola Rainy-Brown
RARRRRARRRS

10/06/2004:20:59:00

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

Page 19: [105] Formatted Nicola Rainy-Brown
RARRRRARRRS

10/06/2004:20:59:00

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

Page 19: [106] Formatted Nicola Rainy-Brown
RARRRRARRRS

10/06/2004:20:59:00

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

Page 19: [107] Formatted Nicola Rainy-Brown
RARRRRARRRS

10/06/2004.21:33:00

Indent: Left: 0 cm

Page 19: [108] Formatted Nicola Rainy-Brown
RARRRRARRRS

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

i Page 19: [109] Change Nicola Rainy-Brown

10/06/2004.20:57:00

Formatted Bullets and Numbering

Page 19: [110] Formatted Nicola Rainy-Brown
RARRRRARRRS

10/06/2004:20:59:00

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

Page 19: [111] Formatted Nicola Rainy-Brown
e

10/06/2004 20:59:00

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

Page 20: [112] Formatted Nicola Rainy-Brown
PSS

10/06/2004 22:53:00

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

Page 20: [113] Formatted Nicola Rainy-Brown
e

10/06/2004 20:59:00

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

Page 20: [114] Formatted Nicola Rainy-Brown
PSS

10/06/2004 20:59:00

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

CEC01880646_0062



Page 20: [115] Formatted Nicola Rainy-Brown 10/06/2004:20:59:00 i
Font: (Default) Arial, Font color: Black, Highlight

Page 20: [116] Formatted Nicola Rainy-Brown 10/06/2004:20:57:00 i
Font: Not Bold, Font color: Black, Highlight
Page 20: [117] Formatted Nicola Rainy-Brown 10/06/2004:21:33:00 i

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

Page 20: [118] Formatted Nicola Rainy-Brown 10/06/2004 21:33:00 E
Numbered + Level: 2 + Numbering Style: a, b, ¢, ... + Start at: 1 + Alignment: 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 E
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

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

Page 20: [121] Formatted Nicola'Rainy-Brown 10/06/2004 21:33:00 E

Numbered + Level: 2 + Numbering Style: a, b, ¢, ... + Start at: 1 + Alignment: 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 E
Font color: Black, Highlight

Page 23: [122] Formatted Mark Bourke 11/06/2004 14:20:00 E
Font color: Black, Highlight

Page 23: [122] Formatted Mark Bourke 11/06/2004 14:20:00 E
Font color: Black, Highlight

Page 23: [122] Formatted Mark Bourke 11/06/2004 14:20:00 E
Font color: Black, Highlight

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

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: [124] Formatted Mark Bourke 11/06/2004 14:18:00 E
Font: (Default) Arial, Font color: Black, Highlight

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

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

| Page 23: [125] Formatted Mark Bourke 11/06/2004 14:20:00 |
Font color: Black, Highlight

| Page 23: [126] Formatted Mark Bourke 11/06/2004 14:20:00 |
Normal, Indent: Left: 0 cm

| Page 23: [127] Formatted Mark Bourke 11/06/2004 14:19:00 |
Font: (Default) Arial, Bold, Font color: Black, Highlight

| 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 + 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: [129] Formatted Mark Bourke 11/06/2004 14:18:00 |
Font: (Default) Arial, Font color: Black, Highlight

CEC01880646_0063



Page 23: [129] Formatted Mark Bourke 11/06/2004 14:18:00 E

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

Page 23: [129] Formatted Mark Bourke 11/06/2004 14:18:00 E
Font: (Default) Arial, Font color: Black, Highlight

Page 23: [130] Formatted Mark Bourke 11/06/2004 14:20:00 E
Font color: Black, Highlight

Page 23: [131] Formatted Mark Bourke 11/06/2004 14:20:00 E
Normal, Indent: Left: 0 cm

Page 23: [132] Formatted Mark Bourke 11/06/2004 14:19:00 E
Font: (Default) Arial, Bold, Font color: Black, Highlight

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

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

Page 23: [134] Formatted Mark Bourke 11/06/2004 14:18:00 E
Font: (Default) Arial, Font color: Black, Highlight

Page 23: [134] Formatted Mark Bourke 11/06/2004 14:18:00 E
Font: (Default) Arial, Font color: Black, Highlight

Page 23: [134] Formatted Mark Bourke 11/06/2004 14:18:00 E
Font: (Default) Arial, Font color: Black, Highlight

| Page 23: [135] Formatted Mark Bourke 11/06/2004 14:20:00 |
Font color: Black, Highlight

| Page 23: [136] Formatted Mark Bourke 11/06/2004 14:20:00 |
Normal, Indent: Left: 0 cm

| Page 23: [137] Formatted Mark Bourke 11/06/2004 14:20:00 |
Font: (Default) Arial, Bold, Font color: Black, Highlight

| 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

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

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

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

| Page 23: [140] Formatted Mark Bourke 11/06/2004 14:20:00 |
Font: (Default) Arial, Bold, Font color: Black, Highlight

Page 23: [141] Formatted Mark Bourke 11/06/2004 14:21:00 E

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

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

CEC01880646_0064



{ Page 23: [142] Formatted

Mark Bourke

11/06/2004 14:18:00

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

i Page 23: [143] Formatted

Nicola Rainy-Brown

10/06/2004 21:20:00

Font color: Black, Highlight

{ Page 23: [144] Formatted

Nicola Rainy-Brown

10/06/2004 22:53:00

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 + Notat 1.9 cm

i Page 23: [145] Formatted

Nicola Rainy-Brown

10/06/2004 22:53:00

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 + Notat 1.9 cm

| Page 54: [146] Formatted

Mark Bourke

11/06/2004 14:32:00

Font color: Black, Highlight

Page 54: [147] Change Mark Bourke 11/06/2004 15:41:00
Formatted Table

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

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

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

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

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

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

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

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

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

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

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

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

Page 54: [154] Formatted Mark Bourke 11/06/2004 14:32:00

Font color: Black, Highlight

Page 54: [154] Formatted

Mark Bourke

11/06/2004 14:32:00

Font color: Black, Highlight

Page 54: [155] Formatted

Mark Bourke

11/06/2004 14:32:00

Font color: Black, Highlight

Page 54: [155] Formatted

Mark Bourke

11/06/2004 14:32:00

Font color: Black, Highlight

CEC01880646_0065



Page 54: [156] Formatted

Mark Bourke

11/06/2004 14:32:00

Font color: Black, Highlight

Page 54: [156] Formatted

Mark Bourke

11/06/2004 14:32:00

Font color: Black, Highlight

Page 54: [157] Formatted

Mark Bourke

11/06/2004 14:32:00

Font color: Black, Highlight

Page 54: [157] Formatted

Mark Bourke

11/06/2004 14:32:00

Font color: Black, Highlight
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