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I Comrnittee eJ MSPs considering the Hill for Tnrm Line. One with an updated posit km rebtive tn 
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:: 

i This dr.!l.:urnent should be r;;;g.i:rded ;;is a working draft d<,)tHment ill; significimt aspect'> eJ the 
i bw,iness cii;;~ ,1re c'sUt;jes:t w <.'.Ontinuing work mid will tx'. forther developed in tht~ Outline 
i Hm;inc:~.:,. Case antkip,ttd i,1 surnmer 2t)J5, Thi~ will b1:. foUnv·ied by a J\.,n:n,tl Btis:ini.~% Case in 
[ 2006 priQr to fimmdal <:.varmitment, all subje<:t to the mu rectivi:ng R.~)ynl As$e:nt 

, .............................. --·-··-· ·---·--··-· ·----------------
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--------·····-~~·---------------------,-

1 Executive Summary 

1, 1 !ntrnduc:lii:in 
The purpoB.<'. <if this qxkitcd version of the Preliminary f1nmx:ia1 Ca~:c is to report (m progress 
th<H htis 1;~en mar.h ~;irux th:: $,1b:nit.~.ion l'.tf,:hc Prcfonlnary .FinarK:i;:il Cai~ in DeJ.x;:n1her 2003, 
in the i::kvelopmc,rt <if <iphons t<, procur<'. rtnd finance Lin\~ One of the p_rqioscci .l:\:hnburgh 
Tr1;tn Network, This \10C1.H'.nrnt in<:orporat<'.$, mxi npdaks the inform:1tion in th~ December 
2003 v;,;.n;im1. futw·('. a:c:tions dN,cri:l:i~d in th~; document rdkct th<: netd tnset out a forv,1arci 
pbti of <li.:tion and do not hnply any pr<'.tmn'.:ptkin 11b,:mt.Parliament's wi&hes, 

tie i~ progressing th<'. t('.d'.mk;:il a:i<l fi:n;rnd;i.l ;mzly~;is of Linc::; One, '1\vo and Threi;; nf the 

propQsed Edinburgh Tnnri Nfrw<itk on behalf of the Chy of Eciinhnrgh Crn;i:t1('.i1 (the Cmineil), 
1t shnulJ be nmcd lh:;it this i::; nnt an ;:::pplicatkm for ftmd:ing :,uppfirt from the fkotfo,h 
Exe::.:utive (SE} ut this stage. No cnsltractud Mmrnitment to lhe coniitructhn of the mim bne 
bas: yet been nwde. Furth<'.r devefopmcnt work is required to finafr;e the tcchnka1 ~;nhtio:n for 
the Lin;: and ::.:,ms<'.queJitly foe. revunMe and ci:1~,t a::;sumptkms ·which h,we ken fo;;tored into the 
finam:1ai :mrnld i;;ontai,ied 'Nithin thi; Prelimitrnry financial Crtse. A. ihrmal applkatkm for SE 
hrndi ng support ,viH be submiued prinr to the ::.:r.m:imencetn<'.nt <4 the tendering process for the 
contrn<::t to im;taH themfrastrn::.:tur~ hffthe Lne in the fnrm nf un OnthM Btis:in{~~;:, C,,::;e {OBC}. 
The prn&ent e:,ti:rnati;; d' !he rnne$tHk tbr fob i:;, summer 2f.i05. 

1t sh{)Hlci ;1ho l:'..e noted that thk, zfocumt~nt is a Hmmdd analysis of the projel'.'.t, Thi: StnHfah 
Trnn:sport Appmht\l Duizfan::.:e (STAG 2) mrnlysi:s is <:t;ntaincd within ii sepatate d(itum~,H 
pr<::pan .. >:d ·by M{)H t4tl.t>DntHi.kL This .Prdinfrnary fi,rnm.:bl {\i:se hm; b<'.en inthrmed hy the W\,rk 
undertaken by Mntt :fvfai:::Don:iid in preparing an upi:foted '>'e:::;:iNi o:f the STAG 2 clocirn1e:r.t 

• the net>:d for a tram :,;y;;ti:ffl rn Edinburgh; 

• tht hims for the selected procurement apprna::..+; 
• tie's :pmactive appm;;ich tu transport serv\::.:e. integrntio-n: 
• the extemive ;;in<l ng,xolJs pnaje\.'.t risk nunage.mem prrnx,di.:ires in pb<:e dn<:hri.:Hng thn:se 

mitigating cost creep\ and 
• the impi::.:t nf dternative fimHK'.ta! stnKtures. 

tk ha~. ulf:o as,,esf:ed the National AH<lit Office (NAO) rq:::'{,)rt into light r,d ~chetn<1S and Aixfa 
S<::otb1J's recently rqxirle<l fmding;; m rebtion to Ho1yrrnxl ,ind believes thtt !hi~ ptindp"l 
reoimmernfatimis h<1ve be<'..'.H e,nbedJed in !ht. prncuremerH ~mtl proje~~t mantgcment app:r<:tlh:h 
to the tram prnjei:t. 
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The ptl'.11"1<..1S¢d Edlnbitrgh Trnm Network i::; ii pri,nnry cornpnnciH of the Cmmdl's Lo~:,1l 
Tnn::ispt>.tt S!.t;i.tt~_gy, <:Nitdhuting: !<i th~ easing l'.tf c<mg<:~tio-n, inrpn:,v<:d t:m.nsport links to 

si1pport tconm:nic development ;;ind social policy nbjediv<:K. 

The prek:md comdnr i~; th<: '·hmp'' prnject that indn<le:;.;:i conne<:t.ing line bd,veen L;eilh ancl 
Graiiton crdHing 11 cif-.::11li'lr network linking w':ith the City Centre, Priw:.'.e~; Stred and H.aymaiket. 
The prnpnfd indudeK :'>ignff:ici.U',l :-,.tred running <lhn.g Princes Stn..>:et ,md D::-iih \Val.k,together 
with a former railway alignment betv\:'een the City Centre and G:rantun, urnl a nt:'.W alignment 
;;i}o-ng the river::;kk fettiorL The propGMiJ iK frrr a cloubb trnck trnmw'-1:y featuring exten\i,'c\ 
f.>:rioritie5 afong the :mute._ 

The Li-ne will p,:lms the nt:w bns st.itinu adja<:ent tn Si Andrew Sqti;11~ ;i,~- well ;:tK H number d. 
other pottnttal <k:vdi:tpment sites in the nonh('.n'l iHWL 

The overnH ri:mte krigth is 1-5,.Sk.m-with Mop~ at 22 l<K,tdm,s, Stop :spa<:ing v:,trk$ d()ng: rht 
mute with an ~ivernge 1>padng Df .tnxmd 70(lm <Htbkk th~ f5ty C<'.nlrt:, 

'foe demand for the t:rnm ha;;; been <:k1ivij thwugh a <:ktnikd iwxidHng prnet%. This lrn~, 
l\rre.<.,ast thf patwrr,;i_gi:. Wk 9.4 l miilh:,n hi 1(lt L, rhhg l<i ll.97 m:inrim hy 202<:>, 

The reyi:nw% ,md the c:.:apital, 1i-fi<:.y<:.k and oper;.:itiiig <:tists- htive bt'.en developtd 1:hrn.igh n. 
rigori:ms proi:e~: .. and betK::lrmarked L,y the tedinkd ~,Jnsulrnms beiwe('.n Llnts (J,w and T'NO 
and against uther tJK rrqjecrn, Tk;:;e \Vill be :-.1.:.dajiX.'.t tn farther refoit:ment prkir to fin,H1<i,1J 
commitment-

p .~AA A A A A. A ... A A .. • A ......... • .. ••••••••••••••••••••• ••n••n•••••••••nn••••••••••••••••••••••••')•••••••••••••••••••••••••HoHonononH••o· . ") - . .... -- .• ~ . 0 -i~-- :<f, ' ; __ ~ esenp,ao-n \~~,, -m~ (,,;,l · l 
C:apit:at Custs Ba~f Ct1st ::n9,3:2(;;(!0iJ 

Lifecyd~ Cost.~ Tot,,l 44,fi-24/)36 

: Opcr,at:i:ng Cnsts Per Annum ; 6)187i)Oft 1 
:• -... -.,·.,.c.c,.-...m•• •••••• .•••.••• -.• ••••••••••• •••••••• •••••••••••••••••••••••• •• •••••• ••• .--.··---+•••• •" n,w.- • •••••-•••••• . ._ ••. l 
i f l 

: Revenue ~--~~T-~-~ :~!r-:::~~~: 
*A.11 prici% at Q2 2003, urdi$G}unted 

The ~apitai and Hfotytk: costs qu<~td abow;:, with the e:xcepth:m ofthe Opl:imi:;;m Rb:; are 
derive.cl from the STAG 2. ,,na.ly$l5 cnndnckd by Mrnt Miid)orn1ld. The trentment nf Gptlmrsm 
Bb~; is addressed in 5ecdon 5.4. 
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::=.=.:Jir':.::>tJ:··::/·1 Tr;:·:t::-: ::Jt1~) <.)n<::: .... ?:C;<:A r:·;:·=::~:::·~-)~n~J:\-· f'\r:~.?..nc::~:t\. l...'.)a::~~~ . U~)()~·-=·~:~~ 
::.~.-::'.'.-r::-t:·::·=:·::-::~·>::·:·{ ::?t:.{;:.:; 

The configuration of ihe Line i.::; d,<'ien!fally the same as that identifie<l in the Waterfront 
.Feasibility Study in :mm and the fff Prdir.nin,iry Hu~itiess Oise s.ubni1tted in Septmuber 2002, 

Tb:. benefits of th<'. project <'.lg,1inst tht:'. Phumin_g Objei:tives are set out in the STAG2 documtm, 
Line One win impnY-1e ao.:es.s.iblllty w e.mphiyi,1ent, educ:atkm, ;:;hopping and khure <k:;;hrnHkm~,, 
pa:rfa:darly for the HKiilly Jeprived, induding thos~ without :aecess to a car, To the extent t<) 

whkh the s.cheme pn:1v1<leJ:i ckwges in m{x.b.l s}wre, it wiH cnntrihut:t:: to :;;usta:inabk trnvd Eln<l 
k~:;s (:,>nges1km (nmr<:'. publk trnm·:purt tripil and k:s8 c.;,tr trips), The ekctrk trn,.11:L~ will nnt 
prtXkt:c tixhm:rcn eini~5iWl$. 

Tb: trnrn i;;ystem 'Nill provide u :wk ;rnd :,e<:u:re m{?ans for trnvd as \Vell m; a safe k:1c,il 
('.nviwnmem. 

The tram 'Nin pmviJe J;odd be.rdk, in terms of en±wnced hvci:mJ:;lHty on ;:;trnets ,ind aecess:ibH:ity 
tu tmibHity-imp.nre<l a.1.d deprived g:roi.J.ps in the pnpufatinn, 

'l .2 RiSk$ 

tie has J<fopted a rignrous appnxich tn ri;a;k mai1<tgem<'.nt. This hat, id,intlf:kd El c<:.)mprehenslve 
p,i<:kag:c <,f i:i:tb &tirmiincting: the d<:'.V<'.k,prnen. of the pwjecr tnd has ttwhed in El 
com:prehensive rt:HipHion st.rnttgy, 'nk ri:;;k ck,cumentation is subject to regular Board review 
an<l up(bting in. order to managi: p:r<,ndivdy the klt~ntdkd risks, TI1fa d,)tHn'.i<.~nt :;;et:;; nut in 
detdl M S<:ction 5 htiw risk fa bdng mii:r-,a,ged, 

An i,i<Ten,eJ,t.d Opfonb,n Biiis fo<:!nr nf 142%, <iver and above the det1ucd cunHngency .:'.iS 
spedfod by tie's ,;'.<)Hf,nltants, has ken 1rpphed tO txisc c,tpit(l:l i::osn ;1nd HYfr ti:i works durarlnn 
mfrng HM Tn,ism-y mcthi:1ddogy in <:>:;:tmining tht :fonding options, The Optimfam Bia;:; foctnrs 
have 1'<'.durd s\ii,x· th('. subtnission <if thr: Prdim:inrtry finandal ()ise in December 2003 due t,, a 
r,w:nbcr nf fadn,·:;; th;~t havi::'. (;h,mged :b the im¢n:'cn:ing p<'.dr.d. The i:evhed lmver fack1r nnw 
n,presr:,ib ;JJl in,:.;n~<ise k, the Sp,xitkd Capi!i1l OJ:.;t:;; ,,1f :£3 ! m:lHkm ,tnd ii. p:r<iking;atlon of th{~ 

<.'.onstrn;;;tion pednd by 4 mo:r:dis compared to tht, bMe case pn'.lvidcd by ti~'s ttchnkal rtdvh<irs, 
The r<m!inget1¢y wsis ,:dvlscd to HI?! by their technkn] ,3.<..ivisi:irs arr; has,~d on tkir det,1ikd 
('.\'ahmtilm of the uti<lf:rlying ,:.;i;,~,(;-s. and the H'.t:rnifoing pr(tl('.Ct risk tfo i:11x:ratt rignrmis :risk 
m<magement pro<:.:du.rts, whkh lwvc Hlpported tht developmtiit <if tli<'. J..1mje<:1 s,:.;ope ~md ,:.;ost-s.. 
'.f<x tli<'. purpn~es. of ihe Hsse0~,meHt i:,.f th<::'. require<.! funding rhe ,:.;(iSts Jo not indt!dc the 
Optimism Bia,s element whi,;h ii.; <:.i,:sigH<::'.d w ,KroninK,date ni<ire gentnd t:md:ni;wni ri:,;k ba:,;ed 
on n(tn·ptoje<t :S<pl'.'.CHk hKwrn. 

'i ,3 KBy P,ocuwmont !t:.SU!JS 

A Jedsi<m ·wu$ mh'.ti in e.i.dy 2003 on fr.:!, rnaii,tgen,ent grornt<ls w separnte the ;.:werntnr and 
\}'!Mm procurement pr<.}cei<sb. He h,i:, appointed Trnm,<lev under the term:, of the DPO.F 
Agreernent, HJ wnrk iti parme.rnbip on the devefopment of the ::-:ystem \Yhich formally 
cnmmenced on 2S June 2004, For reuixm:.:; 'Nh,ch are folly explained in tbs Jocamem, the 
nment prnpY,aJ i:,; that foe ':>ystem prncurermmt mG,k:J fa.fopteJ w·iH focui> on an Infrnstructure 
tmd Integrntor Cfmsorfr,1,n Optkm with iitparal('. hut imerfaced prnci.JremenM of the ,:;yskrn 
lnfr;;i0lrud,lrn und U'ai:n vehick:,, ultimately leading to novatfon of the vehkle wntrn{'.t intn a 
~ingk e;:m,wrtiutti n:,,pmisible for nU ekments <:;f infrn:.;trncmre. This i:, i:i compkx iw.ie which 
will bt ::',Hi:?j<.::Ct W further (;'V;1lWHlfl[l, 

---------------------------------------aaaaaaaaa.•aa.•o.o,.• 
TRS00000049_0009 



Giv()n the le wJ Gf 1:m(:ert;1i:nties at thfa M11ge ,ibmit C<)SN ,md i1vitfhhle- fi:mding on t\ prqjcct of 
!hi;.>; cmnpk,dty and scttfo, tie it-, re<:on:rmencltng the ,idoption of a phtt~:eJ ,Ippmac:h w the 
pr,;-c:urc:ment, z:nrn,trnz:tinn and operation of the tram ;;ysiem, Prior m the fonmd tendering for 
the ;;yMen\. there i::i a ned to de-fim: theconfigurntirni ,lthe firstphm;e ("Phm,e l") nJ the 
:syrn~m. bearing in mind the ;;:kvelopmenl. d the .Llne 'J\.vo rrnrx1ss.1.h and overnil netvm:rk and 
uffonfability mattern, The prefom:d prn(x,rement option fat'ifaate_s :;uch :rn appmadi a...:; fo1k<\v~-: 

• planning frir antkipated iuiti,:ll paz:bige;,; i)f <le.wiled <le;;.ign and ,dv:ance >Ynrh {prind:paUy 
hnd az:qui}ifam and ut.ility Jiversiun ,<;:'t1fb); 

• Pha:se l cunfiguratinn \Vithiu tlffonfabifay limit;;: 
• the pnKurernent nf the tram vehidc:s:=; in<:<:.wporating an <.iption on suffide:rH vehid~s w ser~'t'. 

the fall system, but ~trucrnred to ;;:tlfow for seqtientiu1 purcha~e in hue with the reqdreme-r:ts 
f}f cad:i ptm;;e: and 

• the, main infrm-:trncture contract prnrnren.\ent ;;cope cuvering the entire l.'-J:ilt'.tn. 

• 11 firm, thed pri<:e bid, 'fX}temiuHy prh<itdy finimz;ed, hx Phas<:l l: 
• 11 det!:lil.e<J breakdown flJ iff (<1st inp,JU tf; the hid :-w ~iii w p:rnvi<le indkative pndng 'Nhii:h 

'wnul<l be ,med tn build up a fixed price bid lhr :~ubsequeut phuses m1 un npen 
book/partnering hasiK in fan() with avaifabk fonds~ ,iud 

• a t'lrm, fixed prke bid, putenti&Hy :private]y financed, :for Phm;e 2 m1J any ~;ubequent phasi%, 
Tb approach facilitate:s lhe option llf retaining the sume infrnstrncmre pmvi<ler through the 
:sub~;equent pha:se~ ,m the ba;;ls d th;; initial prneurement (tmbjed tf1 j:untinuing affordability 
and VFM) whidi a:=;~i~;ts ~;y:stem integration, The appnmdt .al;;o ~idiie ves a number of other 
llbjectives, notably: 

• ensure:, tfrnt affb,d:1bihty is achieved and mbimi~,t~s :initi,} e:1pit11l invt\~tmi~nt; 
• cr('..~tes a pannerhg <>PfJ!'.(Weh m eonstrncti<m pnxu:rement over ~;i,i.bsequt)nt ph;,~;t~s, r<'lf.ht~r 

th,,n Ml "all o:r ni:,ihing'' contra;;.:t for a ;;;li:::gk pi:~\i~e'I; Md 

• mi!ig:aMs tfo,: i-i;1;k that prneur('.ment L~ impl('.1:t:J>ntd *1nd iirnH'frrr(fahle tt·nden;. aH". received (;'.: 
pniblcm -C<)m:mon to ronst othu UK system prncurcment$,) ttqtiirhi.g tfot tendered system 
se<'.,pe tn he r<:tr%JX:ctive ly cnrt:1lkd. 

Thi~; represent~, de\i recommended apprn{lch tm.$.ed N-, tnfonn;itk1n iiY;ilb:hlt ,ww :1.n<l 1;,vhich is 
,t:'i~;essed to be reliable, A mi:mber of key f,Kk)t:, :m:: iw<lergoli1g ft,rther rcfinem>::::nt, a~ cie,,crihed 
hdow. Thh p,\)ee,,s w:ill contimie r.hnxigh t{) fornI.ll t<:Hdering imd frmindil clnst, 

Jl ls co:rrently ,i:mldp;e.Md that the fi,Kil pi:octtrernent model wlH :n::::-;dr in subdmn:dly !lJ1 
cons.ituctktii tisk bt:ing trani;forred w tht\ private :s.tz:tor .. md thut revenue risk 'will be 
stib~wrnial!y retaitit'.(lby the public sector p<1rtks to ihe coritrncwal a:mmgement~. These z:ritbr:ia 
wrn lx'. ttfiMd as procuteiritl'.it neg1Mi~itim1:s. pr<::Y..;('.ect. 

1,4 Programme Rrsl< 
The proje,:t ti:r.ti<'.rnUe <:t>Htinti{'.:i- to be driven towud an operntifmal :;yslem in 2009, in hne ,vith 
foe Coundr s pu.blished pmgnminie. The <ipthnum ri:s.k r.mmugern<'.til ap:pm;:,\z;h would invulve 
0>:.pe:nditu.re prinr ((1th('. date frir RGyul A:;:;c:rH tn thi~ Bill {:antidp:ited trn:l December 2005) .:ind 
this ii< a: crhkal oMttr requiring forth;;;r tmidyi:J1 <H)d ddaikd di:S<t.u:%fou with the SL h h 
ntce%aty ti) ;l{k,pt thL"i fon:n of plan Bing assi;itnpti.(m hordetk\ Jefrne pr<,pedy foe pn,\gt,1:n1rne, 
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!mt it is uiit lutendcd t-0 imply any prcs:mnption about Parlfameui's wishes, Jn the event 
!hat sudi tXf<entHturn i:, fr1dlhated, !he risk of abn1tive tn!it wiH be faHy apprn:i:,ed befo.re actual 
spending i~ ::.:mnmiued; rn tht event thtit no. or ,mly fonited, suc.h expewJlrnre may b,~ financed 
_prim HJ Roya] Asient, the irnph.::.:ttinns for pNg:mmme will requfre hi be evaluated, 

1 5 Sorvii::i'.l lntti(iration 
Effecfrve intcgrs:itii}ti is b:y to _ptt!rnniig<'. ~Utbihy ;Jmi grO'wth as v4eJl ~1:. tt> delivery of wide:t ;;.oi.'.'.d 
ixilky aspirnhtWtS, Uniqudy in the UK, tfo ha~ irn;tigate.d a p:rogrnmrn~ (:,f invnlve.metii of the 
in1.m op('.,·ator ;W<l bi;;:$. c(mip,rnks ;3.nd win dt:vdop iu due ci:ni.rse a simlbr dialogue with Dther 
tr,W:Sp<irt t)perat;."ltS, 

TlK rrn1.in bu,; r>1x:,·,11nr in the Edinburgh bus m~H"k<'.t ls Lothi,3.H Ew,c,; pk (LB\ ,)wrn'.'.d l.',Y the 
C<111n<'il (9 l %), whk:h ddiv1~J:, iippn)xim.atdy W%, nf bus ~.ervice:; in tb:('.ity, 'With the babuce 
prilrmrily S('.fviox1 by fhs-t Group, This m,1rk('.t $trix:wre uffers an r~x<'cphNmJ <ip1:xin:trnity t<i. 
.idiicve dkdivt:'. lnl<'.gf,J,(J)ii, subjed ;:i}ways to foll conrpHan~e with cn,npctition bw, tie ha;;. 
e;,tablished a dt.'.V,ikd _pr(1t<:'.~~ tu 1rn}xin1i~,e this oppz..'rtu:nhy for the lx'.nefo d' ctistntners, 
irn;l.udfag:'. 

• ln the pe.mx.l tu l\.:fordi :ZD04, tie wprke.d -v,,ith the (\mndl ;;i,Kl LB tn design a :framework for 
m.:hieving ;=;tt,tdtwJib integrntinn nf LB ;c;erviz:e;:; '<Vith thn;:;e ,)f th'. trnm; 

• the pro(e:,:, of s<'.kcting: fb~. t:.rn,n uptrntor bd a $:peci:lk rn9;iirnmt'.nl that lhe ,tspiring 
operators <lemmis1rnte tfwt they ,;,vnuld be ~tbl.e w deliver effe~tive imegrn1km. Traii::::;(kv 
have no\Y ~iccept.ed thi~, obligation; 

• Trnn:,dev have noted and agreed w:ith the. ubjez:tiveB untl Jire('.t!Un Qf' tlK'. fnlm('.work 
clevdo .. ne<l \v:ith the Cmmdl imd LB; ,ktaikd <lil.dogu~ i::; nu,;,v tstderw;Jy; 

• a .hokhng company whdly-(wmed by the Cotrn,;;il -Trn:nspm1 Edinbtrrgh Limited (TEL) ... 
has bei:.ri fr::cnrpnrntecl in tWer;c;ee tmd J:,(-,,e prog:res~:: 

• a joint-veri:ture finandal framework mvn1v:i:ng Tramdev a:nd LE will be devekiped to ptl)'<"idt 
bahncecl fi1rnndal iw.::emive.;:; for the rrrnh integrnb;m pimies: and 

• a <lrnft actinn pkm gm,wning thi:. ne,n stage;:; d' the imegrali<m dbfogue is targeted fnr 
commencement in September 2(X}4, im.'.hJ<ling efrecfrve in!egration ,;,yith other .;:-ipemturn. 

1,B R{isi.iHs of Flnfindal. fv10dlill 

1t is :::,.:msh:krtd th<H the optinwrn pnx:iJremtnt ;1nd frwdlng ~tnKtnre wm kfV()lvt: the 
t8Ja'.t:<lh.hment of ,i s<-1),inHt priv.ite ;c;cctN owned ('.ntrty ti:i ,::c3nstn1tt :rnd m<Jint1in the 
infrnstn.idtire Md equipment (fofniti)}, with ;m<tth~r ptiv:ite se,::t,x enthy ;1cting as Op,:.rawr. 
for _planning purp,>;c;~'.:;, the project i;c; <1ss1mwd tn have a 3{) year operntiona1 Hfe post 
r<mstrncfam, hi>wev('.r, the eqi.iipnwnt i;c; nntkipa!i:'.d tl'.i. have a rcsidti{il Hf<: beyond this period the 
value of v;hkh wnJ be tefi::.Nd in the initinl ;md ,suh;ei:p::.nt f:nfraco co11trnrts, 

tit will ,;;,:;,nii,iue. tn Wi..>rk wi,h llll public S<'.ttur ;:;ubhdders and priv<itt'. St"<:!<lr pnrt,ie~~ w dbig:n 
the n_piimuJn pnx.ur<'.n . .ent and fonding ,tppFxidi for the infrasinittUr('. and ('.q(iipment dudng 
the 7:rkid in whit:h f\irlh,nem consldcr:\< tk :Privat('. Bill a,id snbseqtl('.i}tly, if Roy;il Ass<:nt h 
givtt:, thmugh w ('.Otdi;;skm of cminKiWtl negNlMk)n.-;:, Tltt pn::ipN:iil;;; embi:idkd in tbs 
Prelimiimty flnandaJ Cat('. n:;pres('.nt th('. (\trrerrt best e:~1lmat:~ of th('. nut(,<)m('. .:if tha1.t proce,%, 
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• c::1pitril {'.O~ts have lX'.eri prepared by tie's tcdrnicil 1i<hisnrs; Lrw::'l One and TV<H> h::rve been 
benchm:arkcd agaimt each Dt.her aixl the ~ystem h::% bee'n bendimark~d ,,gain;;t other 
sysi:en:ii-,' actm1 <:\;!\ti-,. Ap,trt from the ctown'8an:l~ ,i<ljustment tu Optirni,,.;m Bi.% the capitnl 
costs mflede<l in thL"' f'rdimlnary Flna,1c;il:l Ca::;e are largely the Si.tmt: m; thrn,e in the 
December 2003 version, ::;ince no material matters hi:we come tt} light ;;in:cJ:.- December 2:0\B 
whkh wwJld z:aui-,J:. foen:i to require chimw:.. They repre::;ent .a ~;tih::;rnntiil increat,e m'cr the 
zmgi:td foais:ihfay estim1:1.tes vv:hkh -..;,;;ecrn devdiJped in clet.aH in 2fl0l: 

• revemi:e ptf~jertinm are bm,.:..,:rJ nn patronage nurnh.ern drnwn from a puhlk trnn,,.;pm:t modet 
whkh although wmpk:x ha<s been independently as.s.eM,ed as fa for parpo~.c; iind 

• opernting w~:tis are n(AV based zm the co:m; estimated by Tran~;dcv rn devdnping the DPO:F 
Agreement, and rnper;:;ecle thrn;e initially estimatf:<l by the techrnral a<lvfaors-, 

Accnrdirlgly, the fin,mchl pmjecth.iris and tick a:',;;c:,:,,rncnts arc ::t, firmly bii::;.ed ,,::; l~ pi;;,,.;:,;H,k: at 
thirs &tage in the proj.::.urement prore::;is. 

l. thiit there \Nill be no index:iti{m or fotther SFftmding tkn the £375m grnnt which WU$ 

t,:m<litiordly prtrpo:sed by the SE in Mzrdi 200:3; :ind 

:t thHt the rsyistem mrn;t h~ive a reasf:,cr,;.1bk ex;pect«ti,;)n of r;:ii.tking un npernling cash fiuw 
:surrbs ,.:.rver ib life, Z•'<ikling the tt;id frw foturi :sub:ddy frnm pudk ~e;:wr sou1,;<0~. 

Ai thh $1,ige u:f th~ r::--rnjei;/ :s devdupnit\Ht, cenai n variables are :rn bjlx:t w re:fineinem aud 
tkmge. Ori thi iJpenttirnwl ,md e:.~pendittiJ"('. skk !ht~£('. incfode.; 

• capitd cost estim;;itei'S - \vhid1 will be developed further through JetM!ed Je::;ign '¥0rk, ;;idvice 
fmm 'frws.ciev and th~:n mar.ket0-tN:te<l fornugh the tbrmaJ JlrfKrn'Cmcnt prz1cess; 1:1.nd 

• ixitnmage and rnve:nue prz~ectiom- ·whfrh \ViH cvi:ilve t1:ioptim:ii,e the sy::;tem perfornu:ncj:. 
.vith input fmm Tram:dev and mo;.;t ..:ritic::1Hy from the e:,;tablfah,w:.nt of ~;ervice integrntion 
plans.. 

On the fonding ~kk the is;;ues under -i::'VJfotitfon indmk .c.a~;h flow frmn pNperty dcvcJopment 
pins, ctevdeptr contdfaitk,r:s and a<lditio,rnl comi:nercfoJ income that can becitiven frmn the 
trams' r.sperntim,s, 

tfo has apprn:ii-,ed the~:e key i~~:lk~$ iind ii:;Ill~%cd the flmdlng w:hkh h~i~; re;l80l'.!Jh1e vh;ibHity nnd 
nm be deJivcred for tht ;:;chemc, This h::% been dmw bnth for the indlvidtwl lines Imd for a 
netwmk <i' Une5 One andTw,::,, ln the ci:intext of this d()Ctl:l1Kiit, which fa pi:ep,'inxr ln wppnrt 
of Line One, it ii'< tii/'s condusi<m th1t 

,\ thtf<'- b a reM<mrrl:ik lxisi.$ for t.i.bng fhrwitrd the pmcuren.it~nt nf Liiw Ot1e a~ i1 

standikme pro}c<:t, ~riven the frm<ring whdi h a~:t$oniNy ,.:fafok; 

b, whNi <i netwrn:k <:d' UnN; One ittid Tw0 is <l:S~essed, it become~ 1n0re diffirult to be foUy 
i~i)nfident ::ib<ii;;:i thf ;_dt~(jl:Hi('-.Y uL~v;;iUabk hmding ,md Hi;X.'.Gdfrigly there is H need for 
fottlk,· d<'.(aikd e.vafo;)bon d' th~ ~yi;u:'m ~ope, induding the bi.ij;<, for e;~tend:ing Line 
T'l..vn hcyond th('. Airport i:n ihi~ initial :Phas('. J syfite.m. cm1stru~:fam, iu !hei'Se 
drc11m~:t;:inces, a (;kater vkw of the Nxmom:k ::kvdopment iisHui:ipfairis in the 
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!'ik,'..vhrklge are,1 wnuld he vahrn.hle ;;ind the \VDrk required to devdop a :n:t"bw;t bt:;;ine5S 
,:;:;;is{; fr,r the extension ln Ne\vhrldg;e s:hmtld continue: and 

c foe pn:icHten,rnt nf the 5f~i,('.l11 ;1.:hndd he cnntlnued ;)Ct'.ordi:ng to th;t p:riJgrnrnme 
ri.mctahle 'J;:hk:h wrn ddivcr ar: t)pcrnting \Y5tein in 2009, The p:n::<1mremi:mt shodd be 
executed on a pha5td h:i.:,;is which ,~nwr:?-5 th:?. ('.0:n:'itrnction nlway:,; rern~_in~ within 
funding 'Which can b~ regarded a:, rettwn,ihly as.~im~d. 

The mrn.kfa: Hfostrnte. du-ee. nptkm:s: for (:;,,mslderntimi by the Oxmdl md SE ~lii way:; in whidi tn 
fund LiHt'. One, Their iirnxid G;;iu lx ilk::;trnttd bv ·wav Bf a Net Prest,nt V,due Mrnlv"ts V<hkh is .... .... ./ .... 

set out in Section 10. The prin,;;ipul reason frrr th~ diffe-rem1<1l between the NPV\ if driven by 
the timing of the cm;hfloV<"'- in tlw rn::;p~nhe m<ldek 

• an Dp-Fr<Jnt Gr;;int fonding mrne wmlld nJfor the lowest NPV, btit this roote <.lnes r0qo1H'. 
;;ign:ifkum remi.1rce:-; t<:J be ,iv,irhhk from puhl1c frmds daring th<'.- ;,~<mstiwtkm period, 2(){)6 
w 1009; 

• i.l FuU PF! whition f{'.{F=lf<'.ii grtater (a::;h hut :;;p:reads the burden iwer r.he ixmtn~ct ix:i:i<id 
arid subj,xl to ,maly:~is ,voald prdx1bly offor a bdter risk irnnsfor whitkm to the public 
;;e<.tor; and 

• a Parda! 'P-FI/l-lyl>rid opfam c~m t)('. JM forward to bahrn:::?. the ~v~:ilabk public std()r 

funding support with the ::..\m:s:eqoem irnplkatlon~ fnr the NPV. PJsk tr<U1"fef twdcr the 
Hybrid shouJd be broadly :,im.ifar 1<) that achieved under a Full !'Fl. 

An ana1y~:is ha~; been undertaken of a m.::mher of s<Jiom:e;, of f-imding for the projett, essentinny 
the infrnstrn;;ture cmrtrnct, both pubJk ~m<J vri,ak DiB<:usskms h,1ve also been hdd 'Nith 
potJ::ntbl funtle:rn regarding the pHrn:mett'.J'S nf ahe fonding for the Infmstm,;tw<?. :wd <-~qni_pment 
c<mtrnd 'Ji:hich would be acceptable. A ~on-.::rnertitl frm<ling l>f:'.<!Hti,m w<mlJ atilitt t JtliX. cif 
c-quiiy and commer~ml debt fonding thwi:ig_h ,i PFUPPP style ci:mtr.i('.t A bond ;;;,.;1hnk,n m;1y ~ 
1:m)re effecuve hut tbs will largdy b('. depen&'.nt rm ntt-es perrnining at the tinic of fiitai:::eL:lr <::k)se 
and \l'i.H be u dedi;.imi for the rnfrastrn('.tute and t'.q-t,ipment provid<'.r. 

The format and timing of puhh.: sectm· fonding input to the prnjecttherefr.:<re ren1ai,1:e; Ull!..k:r 

rnns.idcruhon, Hi~: likdy to prnve fiMw.::ially attrnctive to k«w the trnnivehidi'.'s and p0%1b1y 
clement~ oft.he infra~;trucmre, wfach w:iH dder the ca.~b !fow, Thi$ is a crnnple~; mitter, 
induding t;nation adv~.ntages for hoth the project and its; financial partnen; and has not been 
11,%0ssed in detail ;H thi.s point. ·111e cwn:mt financ:ial appraisals do nnt imdve kasing upti{m$ 
ii.nd in this regard th: have :moddkd the comcrvative case fur the Yehlde prncurement 

TI,e el>tirn.~te:\i wpp,:1rting th<'. ;it:;;('.S:~m<'.Dt d 1iftbrd2.biHty re:Hect th<: "grnnH'undd'' cu:,e 
wh~reby the irn)jc:::ity ;:\f pilhlii: :;;e-etor fond.ing is provided during constm<:tkm. 'Lf-ii~: ,foe:-, not 
:,;pt\6J:kally rnkf ,K\:<rr;nt ;:if r.hc t\~qHire,nent k, frnan¢e th<'. excess <::apitai coist abov<:i the grnm 
supp<in in ;* sc,.~-narin ·where ,<i network of Lrwts One iind '1\:rn is iD be con;:;truckd. 'L\ere are a 
m1mb<:r of v ariahks w 1.ake accuum of in rnc.h a cikufatfon - the extent and debt ~:ervi<:e ::..~ost of 
fonding for land acquisiti,m and utHity diver;:;ion~ the vurue of leasing arrangements; the frming of 
;;,:a:ih inifows from operntfon~:: and mnre ii.mdamentdly whether a '?Fl. model ·wndd b-e deployed 
- :1ccnrJ:ingly. ti"'li~, faaw:re tan ody meanmgJu!ly he as:SeB;:;ed wtKn the vred:.;e fowling n:mte. i:i 
better devdoped, This matter i;,, ur::der e'y~1Juat:ion an:d will b-e czrnduJed u:pnn in the OEC. 

-----------------------------~-·---------------------------------
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Thi:; dz,cummit does rwt thcrdmc concJu<k Ni. the prcfr:rn:::d fonding s.tn:ictHre, but 
recommend~. thttt this k the ~.ubject rd fonhe.r ddaileci il:ml.ly:S:i::; whh th<: SE, rnking acconm of 
the r~cently pubEshed 11M Trean,ry gukhrice <)n ciepfoynent of PFJ in miijo.r capiml pnrjei;t~, 

h will ;ib;Q be necessary ftrr the SE ttnd the (\)wi<::H k) agree 011 the rebtive babi1ce -0f :frn:mcin:! 
risk and u:n<ler~Titing, In wmrnary. th,~ a.~sumptiorn, in the :finttndaJ mncld~ are: 

• the SE will be t<)mmiHing to prov1de dthe:r a sum up H> £37.Sm in capin=ll fondh\\1: <.::,r a 
stream .of avaHabllity payment':l, whk:h ·,,viH he· passed trmmgh the Coi:mdl to the design, 
ctH'.(~;tructkm anci i:mpkmenrntion partners; 

• forther dfa!ogue wiH be required on fonding the e<:ldy ~t<:lge uipirnl expenditure ;1bove that 
:,mpported by the grant <lrnwciown :if a ndwnrk is tohe constructed; ,mci 

• the CourdJ \viH require w underwrite the crn:rtrneti:ial payment;; to the uperMor. This rs 
assumed to be frnance<l out nfq::iernthnal tmm revenues, net d operntinJ; cm;t;; hut 
augmented hy <)lher third party ,,;ourre:,,; rif income rdated to the tram',~ operation,~ ~.ixh as 
property gaim and advert.iring inwme; fr:. additi,m, the (\m:nci1 will require tn n:,eet !ifixyde 
rn:plenfahment capital <:.'.u;:;t,.: ,:;ut of f1perntionaJ revem:re;:;, 

T:iking Utd; One hi hmfaHon from n:ny tvkkr M~1:\i<:Odz cor1Mderntii:ir.:, tht SE h,:,:=; pwpo1,ed a 
fonding rnntdbutfon i<i progn:c;:c; thi:'.. J'.H<:)jft1:, H<iwevttr, tk is pt<)g:r('.sslr,g (X}rKw::n~nt!Y Line~, 
One ,rnd Two and ;15, ,) cnu:S.f:qutn('.e the ,tv,t\htble SE fi:m<ling h~i:; ti.:\ bt dlotiikd bel\h)('.n thtiS<'.\ 
Thh his bt<'.n dorie on th<'. spli! of 1:he b(1$('. ;.;i:pi1::1] CMh, l\:it irnch Ene, wlfo Ll.iit~ O,ie i1idtiding 
the ,X)l>N i:if the sllai:ed s<'.:ctkm, Exdnding tht; impado:f Optimhm Bfa;s, <wer iwd Axwe thf 
prked cn11tlngenty, thfa w<inld rt~$uk in a fonding H'.quii'i.'irt~:nt l:n ;;td<litkm: to ih,i ptnpo1><.:'.d SE 
Grant of £33 mHHnr:: in 2003 prkts b;1std nn th~ Up--Front Gnmt fo:nded $<4utkin, AddWon:1! 
S(Htree1, <if :fonding M<: being p,i!'$tHx'l by tii' ii.:S: t,d n,lt in f0.~;tiin1 7tif this dix:i::m;;K,t. The Line 
fa pH~eeted m a{faie.ve ;1n opernting snrphrn over the m(;;delfo<l pwjett frfo, i:::nd tie h fHtrsulng 
funding from prnperty de:vdopment and n:srnmerdn.! income, 1n ;:i<ldtr.11),1, the me,ms nf 
imprnving revenue~ through m;,rketing acfrdty are und(:f ernmin:1tkm, Revenues arid <'.O~ts wW 
be rdfoed <luring the DPZ)P proce1t~ <"'lrd thi:: infmstrnctnr<: r:ontr;Kt ddfoltkm ,1nd tie '.Wl!l be 
seek.fog tci maximise t:he benefit~ arising from revemi<::$. Md C{)mm<:f<:faf fo<:ome :~<H1t<:tl> whlk 
midmi1,lng c.._11,t crnep, The OBC ;:.<ieldng formal fonding s1Jpp<:-rt win idt.'.ntffy the H)t;_dity <if the 
fonding tequirem<'.nt fot the Un,~ ~md h<}W thh, i~ to be :;atisfied. 
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2 Jntroduction and Background 

2- ~· lntroductkm 
The Edinburgh Tnm1 prttll?:Ct has been under devdiJ_pment in <Jifforem -f<;;rmi> for ~t number .;;f 
y('.<'ir~,. The 'tm<:.\grm:nd ,::hmnolngy i~, de'5<:.ribed in this 1'i.'.;.;tk,n whik the uw.:krlyhig rnti0rmfo fnr 
the p:mj<xt is cktiikd in Si;ct:ior: 3, 

Description of He!CHy of Edlnhwrgr, Coundf Refartlonshlp 
Tht Coundl <'.:Stablished tic ,'l:'i a wholly--o-....rne<l <:.ompany with the g)le d proJe<:t pm>::ttreruftit 
,md im:pkrrKntation. tic Mrs sd. up in :.?!)0:2 with its mvn st<tff anJ a 1mjo,ity nf _priv,He se.cwr 
tkmrJ membi:'.n; and the ,emit to O('.V<'.kip the htegra1ed Tn\n:Sport foitiative (fff.) ,md lD tih 
fnrw,.u-<l fae devehpn,e.nt lll' the. three traJn line prr)je~t$. The 0)uiidl retain,5 thi~ tr;,=:n,5p<1rt 
strategy fur1e1i0n and {.m,::e. ,igreed pn:tle::.:t;:; m,)ve to the det~:illed devdopm<'.nt ;Jn<l pnJcuremi.:::nt 
stage, tie take~ rnspmisil>iJit1 fi)t !hes<'.-. tie u:m! the C0tmdl h,rve :Set up a Hais<m strndtl!'<: w 
,b;{:u;,;:,; mxl mrmiwr progress on pn~jix:ls, 

2.3 Outline (rf Previous \Alork 

Lint One W<'lS erig1nilly pmposed by \Vaterfront Edinkirgh Limited (\VEL) as ,i rnpkl trtm$.pOrt 
projeci k) hnk r.h<: \Vaterfrnnt dtvtfopment area with the C1ly Centn~, \VEL wg:ethe:r with a 
number z,f other intern;,;ted pmtie~: (bmh publk and _priv,i!('. secwr), <::omJnis;:;iond a lbdbili.ty 
Mudy to ass,%t: the viability <::f the pro_je{:t, A te;.im b.1 by foe Arn:krsen lnfnistrndtire gn>tip 
fwhiz:h ;,;nhsequtndy tran5forred w (frnnt Thorntun), J\!on !vfo:d){HHld and .Stt:'.er Da'i1es Gleave 
undertook thi;:; comm.i1,siorL 

'foe tt~mit for th.it report \V;t<; to O)nsidei- the fo11sibilit</ \'.if ,'l rnpld trnn,~port prqject linking the 
Wuwrfrnnt develupm<'.tit sit<> iu North Edinb,:;rgh ,,rn<l the Chy Centre '.With rr view t,J ::;ubmir.ting 
ii hid for Preptr~itll'.H:i P,:ii>l ,-:;l_lf':<fl\}rt from th<'. SE P,iblh:: Trnnsport fundL FnHowing ::facw,sion" 
v<'ith fonh :Port:5 pk, the remit expirnded to con:5ider tht foasihility of a North E<linhurg:h b:mp, 
\VEL forrntd a Steering Group 'Nhkh h,Juded rnpresent.itive,':i ,:if Scottish Emerprise Edinburgh 
and lA">thinm (SEEL}, Tdfrmi College, Scottish (fait local businesse~ and the C<)trncil tn twersee 
pmgrn~;t, of r.he study, The report identified l'hat, ha-.,,ing regard w STAG 1 app,ai.:;i! criteria, a 
fr-asibk prn;ect existed which met tJ:ie objl>:etive,:; of the Steering Gmup imd the Local Transport 
Sti:ategy, The report :identHfod the co::;rn invdvd in W.kin,g: such a project through the STA(:r 2 
apprnisd pnx:e%, 

A. mtmlxr i:tf i:t.:iwe opt}iJn& 'iVtXt crin5kkred in (".YahnHing th<: .:kHvery of Mi nptimurn p:ri:tl<\:t., h 
hec,1mt~ apparent that the hest,fa mute aliga:mG~Ut shn,i.ld utHi~.e th~ :l:hrmei: i:aihVii} <'.O:ffidnr 
running thm, Crewj~ Toll to Rm:d:mm, This o!fored ,:;eg:regated running for a signific,1nt element 
of the pn:,ject and avoided many of the "pinch p::ifot-;" which exist in 1he North Fdbl:ni:rgh a:rea, 
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• an alignment fmm Ornmnn Square,1hroi.Jgh the W,I(t'.rfrrmt ~ite anJ then via !he ctillti$ed 
railway line w ffayrrntrkei ~tatimi: 

• a ::.:,Jutinmiti<m r,f dlt'. first iJptiun Qfl--~trnt:'.Un St Andt\'.-'-'V Squ:are; and 
• a :t'-forth Edinburgh Lnop frmn Granton Sqmwe w lbyrum:k.et ~md thrn St Andr0w Squfut,,, 

to Leith vb Leith W,Jk Md on to Oce:,m Tenniti<ll then al<mg thi:'. fott'.:iiil{lte t,:1 Grnnt,Jn 
Squ.mv. 

The Steerbg GricHl:pJnxi thx~ .i<lvrs(H)' k:zm tevil'.:'->A'.d the avai:hhk vcfack techm:;kg:ieK; the 
,::::ititcmrie of tbe an,ily:;.is H'.dttc<'.d the via bk c-ptkm,-; ti:i a {hi:i&d Bus H'. Ug:ht Ral:l \:ehkk, 1t wa:,; 
dear frni:n the con~,ult,Hina pnx:e,% underrnktu ,is p;rrt (,f th., fo,1sihiHty :;;tudy th<H a Gnkkd Eus 
'8,H Hl'.tl pir,::dvd as b;c;.bg c,1p,1hk :;:if achieving the mnda1 shift from ::::an that cou.l<l }yi r::c.hbveJ 
by a light niil project A Guided Bus ,wlHfo:m: was ;;iho n~gan:kd as t\fforing :c;egreption for only 
a Umited dcn:ient of the roHte, hrr the majority of the route length ~,u>:.:h ari option '.WoulJ 
etfor:tivcly be nr.i cli:tkre:m ti:} the standard bu:, !>l:l.rvicJ~i> opernting in the C1ty. Th<o Sttering 
Group folt th,H this r.19tfon, whilst worthy nf ~xamination.in term:-, of the patnmagt:'. and tQS! 

b:uplkafrrn:;., <li<l n<\t tit with eHher it\ objectives nnr thrn,e of foe (\mw.:.:i"f a1; expreS!'>Gd in the 
Lot:al Trampnrt Stnitegy, }faving itdenzh'.n the pntro:n\ge and tm,t anaJy::;i~. a guiJe.J bu,~ 
option for1hf1.0<,p ,nade imly a snrnU surp1us ,1t the c-pe:rnting kvd ;:i:nci it wirn ther~forn not r:: 
nx0m1nembthn oLhe tep<:.<rt th.it si;1ch ;1 projed be; pnrsued, nntwithsfanding the cher::per 
c;i;piU ,_'<,St. 

Fbr ihe lighi rail snh:i6on, p;:Hwiwgi:: a:nd -c<ist <mdysis tukd out the R1ynrnrh:H:mly link I'h!:! St 

Andrews Square option did cnvi:~r its npcratin;g c.o;;fa fro:m reveimr::, alhdtmarginitHy, However, 
f.he ltK'i~,t attrnctivr:: optitm from a finr::ncrd ilnd cost benefit pen,pective \V,Ili the Loop prQject 

The pteft'cftc<l Hght rail i:ipti<,i\ the LO{'.'.<f! project, w;1s snbJectd tn ;i: STAG l i:::ppraisd, The 
n:ppnibrnl di'.,nonstrM:<.'cl itrntthe L0i:i:p pn:ject fitted v;,:el! \Vhlu::ach <if the {kNtrnmic~nfs. fivt 

npprais::i1 c:rited:a ;i:nd contribnttd w mt,:::ti:ng: tht ,Jhjettive:;; tl the faltn'r:mrgh Locil:l Trnns:pnrt 
Strakgy. Tii<o proje.:1 wa;;; nmbd ::.:eci:nd in lh,: prrject ,ipprnisa! i::orn:lu<:kd for the Local 
Trnrispoit Strntegy; tht top-rmtked _prr,_k(:t bting un E&nl:rn:rgh wideLigM lbil System. 

The Steering Group coTmiclered thai the Preferred O_ptfon 1dernified in fhe report offered the 
City of Edid:iurgh mI ex;;dknt r,pixn:r:.:.mity in enrrnrn:e the proll:pe,.:.:is of dTet:t\ve tc<mo1nic 
regern;rn6on 1.Jf the North uf foe Chy ihro:ugh d<wtfop:tne:rlt uf <ln rntegwted, rapid tr;mspnrt 
snh111on. The _pr0je{;t fated the o"l::jectrves of the L(li:a:l Transport Strnkgy :arid dTered tht 
potenbd w <:reak an integrnted trnn,.;;piJi:t nerwmk for the Clty. A Ught R:ail Project i)perfttiug 
nu !he: L.:1op also :;.cct,red J:m:iiitiv{: emforf.e:me.m -fwm the c<m~,ultath:in p:rt,;x'.%,. 

The ::.:nndt.rniun d the ST AG l Apprni~:al and Feasibility Sm<ly was firnt a pmject which r·brmed 
wtwt became known a;; the North Edinburgh Loup wa;; the most Viable and e>:.:onomkally 
anrnciive optimt The Fea::.:ib.ifay Swcly ,,ya1; ~u"bm\tted w the Council in July 2(KH, amf f:orrned 
fot _princl:pa1 elemem <Jt the City's applkati(m tu the Scz,Hish EJ,:;:cutive I,x J:::vdopment famding 
Hlpport hi August of th,.H year, Support to <levek,p Line On~ was grunted by the Stottis.h 
ExetHt.tve and ti~ was given the rnle d i:i:king HK'. pmje{;t fonv;,m:L 
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• a git:'.,,l.kr i::i:p:idty th<1n buise" - up ta 300 pas;sce11gers per vd1ide; 
• a gre~iter dfo::.:t on perwading p:xrpk tu u,~e pubhc tran$:pnrt - re~.an:h f:rum the Cmytlmi 

Trnrnlink bcfa::i1ed a 'modal shift' r,f l.8%'., 
• rebibihy ,md ::;peed; 
• a g:r<:i.tter kmefo tc the i:nvirl>Hmt:'.fft in tt:'.nns nfemissiorn, i.md n<>ise; and 
• greater a('.::;e$;,1bihty for nwbility·inrpair~ pet)pk 

2A Desc:iptlon oi Project Develop:nent 
Grnnt Thornwn were ap:poin:too in Ortober 2002 w advi;,;e on the Prefonimlr_y Firnmdd Cu:.;es 
For Lines One, um! T\vn and rel1e,."'.t the fote~,t market in:fonm,tinn uvuihbk HJ the teclmii;;,tl 
,dviHm,, A H'Jmbe, Di ·wnrkstrean1s have lX'.tm undertah'.n w devdop Lh:e I'refonimlr_y Fimm::.:i.al 
Ca_,;;e. 

{ l) t,'.1 ,kvdop a :n:,hll,1t Pndimirn1i:y Financfal (:a::;e in re~:pect ofTrn.m Line:, One 
::rnd Two (North Hnd \\'est f:\lXnburghh 

{2) devefop and @ppo,t tic/the (\rnndl i11 !he :P.arlimr1e11t,rry Slib:nisskin of (ht; 
hiviltt~ mHs for the two trnm prqj~cl.il: and 

Cl) the risk:-. inherent in fh1: .PWJ<.'.l.:t and to kkntify with tie how tn mitigate thtse 
ri:.;ks; 

r:n to :ideT::tify a mean:, by which w pwcure the pr(zied which offers th(: optkmrm 
:-.r:.hitinn and mitig:ute the rfab tmd p1t:falh of other proi:-ureJncnt e.xcrdses; 

f3) thi:: t<ist~; ,ind revenu,: pro)t:ctions for the Llne as prepared by tie's tet:hnit:al 
advisors within the fr1iand;1l model for the prnj~ct: and 

(4) w C(Jn.~:i(kr tiK'. optirnd fonding strui:turi'. Mse.d 1-rpon the analys:is (:onr:hKr<:d 
«hffvt. 

A key demir::t hm, been to \Ynrk with tie~ T,am,dev irnd the kdmi::..0a1 advis<)ts for both Liti<:.'.S 
Or::e and 'f<>'N w emm-e n>bu"tHt:'.SS <:;sf reve::c1ve it,id (ns,s iK:riJ~01be two htw~, Thf <ibje<:tivt here 
ha::; hten to enn:r('. tlwt ,tH relevant H'.Yt'.nlie::;, <'.,1phi1 imd l'.1p('.ratii:1g ci:1s.t,~ <'Ire inch1ded 1rnd that 
they a:rn i;fmstruct•id on ,t siini.kw bnsit. Th<'. ('.l)sts GOtHiti::::ted whhfo the :lfo:mcial moctel.s 
informing the .Prdirnin,Hy F\n;md,)l (\i~;e hiwt~ lxtn subjected to cro&h:hecbng by tie, 
Trn11:c;din·' :ind tht iixln'.tk:<'i'.r te,wns, Clwug~,\ in tosts s::n<.:e the <.)dgin:~l .::oncept Mudie::1 were 
<kv~'J,JfX'.d hiiV(' lt0it'.H i,:knr:ifk<1 :ind a rafamd('.. c::;bi:bfohed for tht&e :m<wemtnzs by the ,tchnic::11 
ttams, Simib:dy cnst chitnge..: ,fo:dng th<'. devdopr,,e:nt of the project fat'<'"-~· been fully ar::aly::;ed 2nd 
<kienmr.uied, 

--------------------------------------------------------·-········· 
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A :;;ccon<l .key 'Worksttea:m ha~ be<:n tn irn,1ly~:e the :impact nf rrs:k nn the prqject. The rnrnun::c 
and analy;;;i~, tu idemii\' and mhlgate ,bk ha:, steadily i:ncrcat.ed m: the prqject ha;;; pi:ngre%eci 
akmg il$ de\'efopme:nt Mt\.'.yd:e, Eady wmk/i:tz)p8 resu'ldng in ris.k .iJenti.fac:.itkm ;;mJ ,n1tigJ6:m 
8trategie:s h~ive been ~iugiue.ntetl by tie's 0ng0ing riik m,i.rn.q;ementprtxxss a:rd tht a:ppoim:tn{;m 
of a dedic,,ited Risk Manager. There fois Uh;<> been c<.insiderable discussio,1, irickJfag with the 
SE, amwKl the ,netlmdd<>gy with whkh tv ,ipply lhe hk$t ver~ivn of HM TttHSWY C:ft'.'.en Book 
guidum;e, An a;;ree<l ba$ic; for the apphc,itit>n nf this guimiiKe ha;:; fax.n e;:;tabthhed for thf 
purpo~;es nJ the hdimhrnry Fimmdai Ca~;e, This win be hpt imder revie-.v and revisited i.n the 
OBC, Risk ,Ind the Green B(xik Optimism Hi,i:, treatn.,t":nt art" t:(m;:;idemJ in Se(ti-0t1 5 bdm:,;1, 

Ana1y::;it, of the opt.mum pruoJ:rernem route for the :Edinburgh tram network bus ab:o bten 
1mclertakc-:rl in ixmjmKtitm with rt;prt",<;<'.ntathc\'> l>f tie. DLA, \fott t-,fad);;)w,dd, htbtr l'vfauii$tll 
,:m<l l'artner:,hips UK, thie m thi;:'. diffkdtic~i. <'.~perient:td (n'.\ ni,tuy othf.t pKije;;t5 ln thr UK H 
'wa;:; regHrdetl a$ upprnpriute tt> ,xm;:;ider aH('.nWti\11::'. prvnire:ruent nwdds whk:'li '«·odd &)tlff 

athfrvt": the vl:,je::..'.tiVe,; <:Ji' tfo, the Coutrdl ~md the SE. Th:h i,rv,:>lved ,in an;iJy:1<fa of tht l.~$:llt$: 

·wh[di kt"<f arisen <mother pr(>jt":<'.'.b ,md the pn.K'.Ut{'.me.:rH S!rnt:tu:re.~ uti1i~ed; {i'.!t:tit,slng 
partfouhrly rm rhk as;o;.t-,;\nmnt and an ,lS',<i%nieiit nf market ,lp}X'.tl!{; fix risk !t,ni$:frr, A HH of 
key rriteri;.t were ag:ri:ed for thf. mmi ndwm'k Md,:! wJmber d pnx:LlJ'<'.'.tn;~m l'.tptkms wtr\". -'k~Of<'.d 

against thew t:r.ite6i. The QttWome .:4 tbs analysis i-:; :.;d <iut in St(lion 6 hek,w, 

Fdfowing un fr<)m the w·ork of the Vt\);'.;uremerit Gwup an <1mdy:sis ,.,·a;:; uwJ>.::rwken i:tf the 
potential fuw::!lng npdun:~; by Grnnt Thom1<m, his re;'.;ngni.sed ttwt a pnkntbi mis dpub1k and 
p:rivrite :,ource~: nf fondlng may k rnqui:rnd tn clefr;,er thi:?- projed, 11,e frmclhg 0ptii)ts 
cun:;;lcler1.xl ttre set out in Section 7 below, Si:::.:tium: S 1n rn reflet:t lhe t:mre:H status oJ the 
j'.H'viu.:t frrianciftl evahmtkm. 

2,5 Surnm;:'lry of He A(Jvisors roles 8n-.i ;Uncti;)ns i~nd WoH<:infl Groups 
Jn-0nfor t{~ clevdop the STAG 2 analysh imd the Prefa:n:im.try Financial C1tt,e tie hm, estabfo~hed 
its nwn internal prt~jen management teum nnd an advi,nry gmup working un a number of key 
dem~nt-:; of the pniject Tim a<lviwry team is as fnHow;:;: 

'fochn:ical untl Envirnnmental 

Operntor Advke 

Trnrn;port ;\foddHng 

;\fotr. ·r,.1.acDonild. ;;;upportetl by Huhtk, Steer 
Diivie~; (He.we, Rrbn Hanntthy & A,;:soci,te:;;, 
GHlet,pk::., .ERM;Terr-a Quest ;i:nd J\,foL(:an 
fbzd 

DLA, Hircham Dyron lkH anci Dundas & 
\Vilsfrn 
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--~-----------------------------

E:.d::::~t:::;:~\:::·> -~··::-::·~/:·: l .. ::·::::~: ():·;·::~: ·· ;:::C;<;:·; ~'";r-:.;:-::~~·:·:\t::~~:~Y -f:·:i:·:::::~:-::::j::·::: (~:-:::~::~·::· · t)µ:·j:;:~}t:: 

r;{:-:}:r:·~·:: t:··: :->:: ~ ::· ;?tX):·1 

tfo ha:-,. dsu m;tabfo,hed a number of coordiniit,.ed _grmtps tn nwMige the prO(..':(;'-SS uf devdopment 
nr the T'rnm Lines. 

Rrpi:e:s<:'.nWtives of tit ,md H'.k~ant ad-s:tsfn-s :,it on the;;e. group::; and they report mmithly. 
Hhimatdy !<) frle tfo Botn:1 tm<l rhe 0.)trndL The folkwing ;;ub-gmu_p;;; have been e~;tahli;:;hed: 

• Envkonmcnt and Design ¥ To emure a ,;.;-fm1.mrn1 appn:HK:h t{) foe <wern.ll environmental 
a-ppnti&d ,md to pmvide J forum ln m;;;olve indivkiual cri!k,,l envin:mmental i:%:uzs; 

• Health & Safety· To ensure that dl refated a,;pect,; <.,f ;:;r:f<::ty am CfH)rdi:rrnted ktwe<:'.n tie. 
the Council and the techrfr.-:ttl advi;;i<)rn; 

• Pfanning - To ensure a ::.:onsi~&mt ,Jppmuch tD pfani1ing and urb;rn des.ign i~;su,~$.- ;1nd 
identlfy and addreH~: the policy <'.:{)ntext a,1-d all materbl C<)n;;,i<l~rai:iom fr,t the Edinhmgh 
T'rarn ln foll ttin5-uhution with the Phmnin~ Anthodtv, Ti:i identl:fv ;rnd rddre:o;:o; the 

4.· .,,.. ~~ 

impfo.:.atinns nf the tram mute tm p:riv,rte property ii1tere:,;ts; 
• Prm:u:remcnt - Tu ensure the Jevduprnent nl' a pmz::,m:-ment strntegy whid1 erw.bks the 

Tram Lines to s.1chieve rnyd a;;:,ent and be prnwre<l in the shiJrtest Pf:,~::,\bk time, with the 
mmin:u.:m risk to ;;;u::.:cessfti"! opernli{m: 

• Public R.claHnns & C-0mmunk.adous ¥ To ensure a .;onsistent appm.:i,;.;-h to the 
m,=snagement of all V-R and Cornrnw1icat.:ions; 

• .Risk h To erHmn~ uhgnment of, imcl 1:r cnrnfrs;tent appmad1 tG, the management r.iJ rfak. 
• TM:rd Party c~n.~uHatfon h To en,-;nre a <:::on;:;i:4ent appmach an<l '<V.here w:.z:tsrnxy Cht 

dew'.k;pment of :,m ,,pprnrnare strategy f,x derding with th.:ird puny interest:,, whid1 {'.z:>ukl 
hmi<: a signifiear::t ir,,pac-1 l,l'.i the Trn:m Line": 

• 'haffit I\1anagc:mc:nt & Strec:t.,;rupe - 'J\; ensure a rnnsil>knt ,appr<>ach to trnffo.:- and 
stredsrnp,~ .:it::-me:,, bdding order:\ p:artk:i;tbdy lu the Eg:ht r,tf nther development;; (e.;r 
Cl;ntrnl Edinburgh Traffic l',..,faMgement {CE'l'M)) anci ~) ern,ure ,i co-conrdimite:d and 
sn;;tai:1ed faiMm with the Cuund1; ancl 

• Transport, l\foddl1ng an-d Appraisal - To ensure a ,;.;-ommon ,ippmach tu lrans:pnn 
,rn:xklling and <1pp:r;1is,il tmsd on cxi,;dng information, To ensure 1i rnmmGn imd prncti.;al 
:'ltrn.kgy ,ind iinpk:rn,tiitn.ti~,n oft.he ,tpdating: and e:nbmcement of:rdevam traffic nx\Jds. 

2.6 Summary 
'_foe dt~V<:kip,nent ('.if the PrcHmrnary Financial ()1se refkct~. the consi<lernbk 'Nork done over a 
numbtr of yearn w define the project lr idemtfk" the is,s;ue;;; .and Ms.ks \Vhkh ha:ve uffoc!ed the 
ddivernhility (,f i:1ther light rnH p:rqjett::, in the UK :md ways in wh:ij.:::h these ,;;-an be mitigated in 
the delivery oft.hi;;; prqj<:.>:<.:t. Thi;:; h1i:, been achkve<l thmugh .a rnhe:-;ive teatn appnJm.:h whkh 
huf kd wan imwvative proz:urernent :,trocture: which tk and it, aJvii-;,:.m, be.lii::\'t:- win assi-:;r in 
the delivery uf the: prqjc;;,'.t. 

The :s('.f~t.tft% which foHo'«<' ,<;et rmt the re<:::ent evolmfon of key are;:i~; h Risk ;\fomigement, 
Pr<icnrel'.!1('.nt Strat('.g:y and hinding Opti;)n$c, The <X>ndiJdbg seetion;:; ~:et ow the cnrrent status 
of the over:JJ financial t~v,,lnntion. 
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3 The Need for Tram 

3. ·1 Tram ln Edfnburgh 
3,1- l The Need for Tram 
A tram system i:; feen a;=; e~:m::ntd for Swtfand's Cipital for rn:nty rea.,<ms. it will eniible i.ww 
development aw.J<.:::ontinued growth of e\fating <levdnprnenc in a sustalrmbk wHy. With(::<Ul it 
g:rov>'ing trdfic congtsfam and fad ()f uc.ce:~s m devdopmm'.lt \ites will ('.trrb tulure g:w,vth ,md 
threuten the ecm1omk prnsperity of the CitT Oniy·by permitting continued devdopmentwiU 
we ~.u.pport lhe City'" economy and hdp it expand farther which i,; nnt orily good fr,r 
Edinl:H:trgh, but for the reg:i,m anJ tht z:our::try; Tn@ provides a high quality. high capadty, 
freqm:mt, rdfable and faM public tram,r_;oli. :-1yMem tktt h~is envfrnnmemal benefits uve:r 
trn:Jitinnd publk tnmspon mucle;=;, Combine these facH with its po;=;itive image with lhe pubh:: 
and t.hix u.Jd'"' up m thj~ trnm having the ability to be an attrnz:ti.ve altem:a6ve to lhe private cur 
and m be un effecti'>'e· quality puhlk tmnspon systern which z:an fadlitate t'.CDNH:r1k: gn/'<,Vth il1 

&.liril:mrgh an<l the wider region, finally tram nirrently enji:;y;$: urefativelyhigh kvd d: i10Htkd 
;:mppt:rt fous the frm<.ling fuse for sudi pr<ipo;$:afa Ls: M:rengfhend. ff 1ie ai:d the Ci:i0ndl \N<ltJ t<i 

,idik \.'t:'. a skp ::.:bmge in 1n:tvd bdrn vk1ur thm is the key w bing dttk to ,-q,st<tin new 
<fovdi:1pitieltt and inns meet the objei:tive:;. nf ihe: Edinhtirgh .ind the Li;;thians Strnctnre .Pfau 
foty rnuiit prn;dde a $\):\p di,mge in piblk: tr~Hwportprodsi<m. A. rnu.i:i t,ySkH'.u:iw: .ii::Meve thht 

3.. '1,:2 The Modem Tram System 
A twenty-first century trn:in bear;=; fatk resembbntt w iM Vkturi,m antecedent. Today\ trnm 
pmv:ides tht, wmhience ,mtl ,;;nmfort of a modern ,vdl -cl{;::, igr::ecl train 'Nifa the abd iry tu nm on 
mad m: well us rJfr:matl, Their benefit~; indnde their cup.;1dty, ~,peed, rtgufarity, rdfabiiity, 
lkxibHi1y. "afety, cumfrirt, u.,;;ces,;ibility ,ts wd.l as envimmnental benefit;=;, A mfmern mtm ;:;y:,tem 
it i.fosigne-d f rorn tht t)utwt to be ae,;=;thetkaUy pleasing, btlth rrntsicle and in, giving a prn,i1ive. 
imi.ige to ,l City and a pudti ve image of pubb:: trnrn,:port.. This design c,m,;;ept t)ften l:tl'h)ive:, tl 
"wall"l<H?i.dl" element iM e.rn,tire tbe tram. is folly integnited into the urban fabrk by including 
1mJ1x ptih1ic r<:tlm w.od:5 ,tf, part r>f the prnvii.lon i:if the: transpo,t system, 

Five new tram ,;ystems huve ken buHt in the UK fo the hM twelve year;;, with even more rnpid 
develjJp.ments in Fram;e u.ncl the ·usA. T:rnmways n:ffor 11 rnfativdy fast and rdbble ;:;e:rvke 
pmvid.lng tJ1e cnmfon nf i1 h:ighquafay modem trnnspnrt system, biit with r,,n(h m(iYe ">'N!tillHty 

foar:: trn:ins, Trnm,; cm negotiate :;harper rmvet,. and Jst.etpur grn<lienb ,rn:<l c,wt ;Kt<:krnk Md 
M,;p rniKh fa.ster. ·n1ey can n1n Gn fully segregated :::i.Hgm:nenN (indtiding fo:nn<if rnilw;tys), ii:1 the 
median of mufa, in cmwentionaI street,; a,iJ b r.ie<leBtri,,nisi:;d ate!l~- In paved nrnas th<: rnifa ate 
bid fhrnh with the mud S:lJrfi.Ke, diminuting potential seve:nmz:,e pn,bkms tl~, rnuh:l be created by 
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tb~ pbysieJ bttrrien; introdu;;ed with some altemath·e trnmpnrt optioM srn::h as ,guided but,, 
The.fe art to cm:m:- :-;evernm:e by stopping penpk cro::;::;ing the rout<:". irnd .ht:nt<'. n~dticec \}c.il 
ao:.:ef;:;ibihty and amenity in ai.x:es5ing fodlities and :;.ervk.ec:;. on opposite ?;ides of the rout¢., 

Trnm,vay~; require ii tn1d. aJong: the whde nfthe rout<: imcl all but 1i very fiy;i; ?;y::;tem::; iire 
ekctritfoJ w,i:ng a :singk Gve,hMd wire m supply imcti,m current w the trnm, Thi:;. rt,M.,% that 
the tram cre,:tte~; no pollution at thi;: point of ,.me and nni~-e kveh ttre hw.\ the motorn being 
vimmJl y siknt. 

The tram has the iblfay to carry hrg.e numben; of fJes.Ypk thn.mg:h its vehicle capadty combined 
'Jlith foe frequency of :,i;:rviee pffwided. Thi:i-; ka.<ls to a. ''mm up and gd' abiiity with trmu thttt 
does not tend tu exi:01 w,th train ai,d at the smi1e time przwkks a higher quality ~:ervke, and the 
perception •)f ::i higkr qnttlHy servke, tkm that of a trndit.iond bu:,., Tl:mSc a for greater flexH:,Hity 
and quality ;::; (,ff,~red t<) the trnvdHng public 

3, ·1 .S History of Tram in Edinburgh 
Edinburgh opernted a train ::;y:sti}m in the ea,1y 1xirt <lf the 2{Y; i;entu!)', Pri<ir w thh b<iwevet a 
cable i;ar network 0pernted, Thi;:; w,t:; 0pe-rate-d by ,i cable n:mning ;,iktng. the <:t:ntti:: ,:if th,~ tw;:1 

trncb, thi.tt pulled the vehide '!hm) a i;entnd point. Thi"' c;ibk ,;:tr ,Jpi'.Hition b<:C,Vli<:". the hMi$.. 
for Edinhtrgh\ eidy t:rn.rn 8y:;tem 11,;, <'.knrk trm:tkm '<¥M a.(:kkd kt th<'. ixigfo,'l1 netV/(itk i'lnd i.he 
r,fok {\)t whid<:s. \Vtn; C<:".m,:;ddlt.d !<) be<:ome trnm,;;;1rs, 

The tram i.;:yslem ,,tarted opernting in Edinbu.igh rm 21 Jurn~ 1922, Thi:; network compri:,ed 28 
route~; c;;z?venng 47.25 mile:, <Kl'Q::;~ tk City. h conntK·!ed he City ;;\:ntre 'Nith Grnnwn; l...,eith: 
Curnturphint; Cnmdy J%nk; Stenhmi:,e~ Shtd'od; O:dintcn: fo±n:nlleh<:".nd: Libr:rton: Ponobdfo; 
Joppci and \1usiw1bs1rgk The trnm ne-twurk across fk. City th:refore Wat tXttne.ive, 'H'ie 
pendrntion it ai:hievetl rne.ant the opening up of the. subutb,rn m·e,is <if Ed:inl:mrgh making them 
direrfly acces:,.ihk from the centre ~iK wdl ,J::; other i:m::a,..;; t~f the City, The trn:m::; Wt~re ::;lng:!e unit 
d<mbb1ez:k cars and were servkd by any nn<'. Of the City's 5 trnin dtf?i)t:'l,. of whkh Leith w::i~; 

the hg.ge::;t \vit:h the ,:tbihty to a<:.rnmmx1<lme t46 c,trt, 'Di<· trnms t"<:iere decom:mi::;sione<l in ph,$t5 

from Derembi.:::r 1952 to Nove-rnkr 1956, 

Thr5 ori,#n,1l tram syHern operated ax i:1. frrne when trnvd habits ,md need~ '-,'et'ti foi1damem,11ly 
difforcnt frnin thostl of today\ The m:ijofiry f:l-i' tb)se mrveUing 0n the e,dy trnm ;;.ystem w<itttd 
n<it be <:ai' i)W,ier::; n, have:". i1ece~:t: to a car, thei.r trip:;; 'Nodd be primarily local trip:;; and the. main 
trip p;;ittern w;:i"' of sh,}rt di::;t;rn<:e, frnquently m:1de journey::;, For irn,t,mee, the culture 0fthe 
192{h ard 30s wa:; <ini~ whcr~ a w\,rker ,;,%Hid often r.!' .. wd horne at lunchtime for the midday 
,n,J::d ftnd rhtn r<'.1w·n to w<irk in tht afternr;;;m. The re<:pirnment:i< and objectives of thh eail_y 
trnm f,y;;;ttm \'<.:·em quite diff¢i-ent fu:rrn tht~ :requirement::; <mcl ubJt..:::tives fbr this pmpti,"'al for tmni 
m Edinburgh. 

The trnm ,:\!·as deccommh;:;.h:m<:d in Ed111burgh :for e;wctiy the ~;amc rew,on it wa:s removed frurn 
rr,;rny niht, t{}v;,,;1~; ,md dtie:s acrn;,;,. the t<)Untry .. The kvd of fonding n .. >:quired t<) iw:xkmi:;e it 
.aft.er ,1 fack S:Jf hwestmi;:ni in the sy5t.em over the \Vttr period was cf..lmpou:nded by fat fact tfo,it 
the syskm ,Hdt lmd never been insialfod ,ts ,i bnmd new fodhty htvhig beeri re.:nwdelhxt ftnni 
i;;,tbk car, meuning m~)jnr investme:n.t wm; needed. Further t<J this. zwer the t1perndng pe.riud of 
tmm when the netwurk remained B1atk, b:lmburgh hzid expanded c<Jnsi<lmiNy pftrtirnbdy i"n 
the ,nteMvar pccri<Jd as wd1 a:;; the yi:.Ms fulli;:;wing, Thi; me,mt ti~tm m) longer served fbe tl'.i\'('.i 

neoos of the City's populatkm m·; d'foctively ~is it once had and tn rectify, agai:n '8(tuld require 
c:ignH'icant inve::;tment in expand:ing the network, AH thN:e faKtors were apparent al a time ,,vhen 
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ill~ b~m -,,.:;,1:S beginning 1iJ e'$ta:blhh \t,sdf ~is ;J majm tn:r..-d D1Nk wdi 1Wtins bcre,ishi,gly btliig 
se<:,i a:s <:nt}~ing t<ing<:$!:lt)n and pcn.~(k.:cd a~; <H1td<H<'.d. The 1.."\(ist hi:1plka:tfon:S of ;i:10<k:mL,;:<1tion 
of an ~!ready remoddk:d trJnsport systrrn ~long ,vith tht penx:ptiGn thn.t the warn ~famld m;1b 
way for dungr, u1timatdy kd tn the scrn:pping tJf the tram, 

3. 1 A '"'fh€ N€ed tor Tram Nt:,v<1 

Edinbur,gh currently hnHl thriving: economy vvhh sufftc:ient d:iver"'lty to :-see r.he City nr,t suffer 
fae recent n:atiornl economic Jo.vnturn. lt its thci:, :::u::::cess which ensures continued gm'<tfo and 
with it the tle:marid to intem;ffy de.vdopment. T'he :main ttre~s oJ pbrined nmv devdnpment we 

:in: }forth Edinburgh ai1d the \Vaterfro:nt, the Chy centre, the soutJH':tt"'t \Vedgc and the we$t nf 
the City and highlight Fifofr,urg;h's pemnnial prnbk.m ofhmv t{:i accnmmndate grmvfo and 
e:q,a.n:-sinn whifat sitlrnt<:d bet\vecn g:rcei1bdt arrd thee sett, There ttre three optfons ofbo,v c~ter to 
tbr t.hi:;: 

1f this t:onfrnuing gn>'Nth b w be B~irvd, J.evekipmem area:-; n.irn;t bt:'. a<:ce:-;:-;eJ i:n <i su1,tab:rnbk 
'-Vay ~is both il\ten:-;ifo:i.ttiua w1thi1, tlw Ci!y ;i;nd fkwdi.rpn,ent beyunJ the gJt:'.enb,dt will lead H, 

iw:reuse:-; i11 trnff:k i.tn<l <.:unge1,b;m in the ab1>t'.H<:e d s1gnifkant invt~Bti:nent in pjblk tHm:S:pi:,rt 
<:;pll<.ms. Nut ;i;fhk:ving this will kaJ to hi<:H'.HS<'.d wngesti<m a:nJ iJltim,:Jcly ,l d{tWB:ti:rn in the 
li'.COll(Htiy a:-; e;x:_p:H):St!'.m ceases, new itivc:Ston opt fot<)th<'.r mot<'. ;i;::ct&&rhk k)cattNH aid e;,lM:ln,; 
businc&ses lncate efai}whete, 

For E<linbw:gh ~md i.ti; h:interbnd tu ;:x:mtim.,e w thrive, fortber i.k'.vdopmentrnust be permitted 
butwithuut C:tt'ating ad<lltk.ma1 G:ingei;lizmand the neg~ttive impitcts thh bringi; \\'lih it :-md'i ai; 
i;in,diiibihty nf uc-::ess for empk.iyer,\ goods arid t:r:rvices to fm:ihtatr those <.:k:vdupments.Trmn 
hm, the abilily !<i S<TVe e:,;inbg and new ;i;re:tf, in a sustainable w-ziy ensuring U('.(:e:;$%)lJty by an 
i::ffid<:nt ;Jnd N!bb1e travel ,nndc c;ip;lbk <if nii:,ving huge m:m1her:S nf::f.>eUpk, 

T rn:m in itself k,wcver, ·wm ,wt opt,rnk tn • redu<:e <:'.o:r1ge~tion :-;ignif:kant!y, but win enribk 
forth er de,:dup:ment by prev:entiHg the further growth in c<.inge;.;tion whk.'h wodd mherwise 
i:xx:ur as a re~:u1t nf ne,v nr inten:-sifo.::afom nf <levd,;1pment \Vithnut isuc:h a sy:Mrn, it i~ unfikdy 
nrndi oft.he devdnpment expani;imr prnpo$ed cnuld be permitted wit:h the 1thitnute 
i:o:nsequence of economic growth be11ig stifled and :.;trncture pfan o"bject:i'vef n<>t beirig met 
Only thrnugh real imegrntii:m of hrid use pbn!ling mw.l trnnsprn:t pz:ifa;y i.:'an.hntheteconrnnk 
gm,,-th be mdi1eved in .Bdinburgh .ind trmi:i eni:d:ilirig sm;t:ainubk de:vdopmr:nt ,vi:H be 
fi>n<hirnent;1l t() fhi,s. Th<: iinptid of n stwng 1i>c<11 e<Tmmny in kmi,-:; of creating :rn<ire ckma:nd to 
travel is abo b<,rnf NH :by tf;Jti'°'pnn ;Jti<l trnvd stati~tii::-;. 

Rec<:nt trnn:-;p<,n tremk reg,mlh-::ss nfrnnde, ck,tdy :1lmw ;,m iricre:(t~rd<k:immd for trnvd, This 
t,·anshte:S to bNh the dtsite t<) mfike more t:rip,-:; atJd ttlt' inrn:I fnr ht1ger trit~- fo 1985/86 S\x)tS 
drn:ve on average abnut5 miles a day per head, ln ::woo they dmve about rn miles, At t.he $<1Jnt, 
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time Tn{)re peopl::". at\~ .:1pfrng to drl,'e fur n·en refotively ,;hon trip~ -32.'J, of people -who 
mmn:mte k,% than 1 km t<i -;;,·m'k trnvd by i.;ar or van. Tht:'.iie trerid~ ultimately result m mure 
traffic on the mad net>Nork nnd in<:1"<'.nshg conges1iwi in l.milH.tp areas, Thii:; fad h reh:iforced 
by nidelfrng \vrn'k c,ini<id tXtt for 1he C\mndl d'mmgh tie, 'D,i~ modeHing 1showed thar. traffic 
level:;: would incn::'.are by 39% betwee:n 200J and 1{)2J, arn.l perhap~ more s:ig.nificirntly, 
<:ungcsttnn is k,r(;!:,;,;~ii,;t t,J nearly triple by 2(t2l, 

f<:,llmving a '.,igrdikant decHr::e :in pubfa trn:nf:pol:1' nse sinee the lWitl$., the <'.ttrrtnt u-rnd ±".< 

::;hnvdng a sfow revr,r~,,,i of this. Local bu$. servkes z:~inicd 445 minion passenger jourr;<:y;; acr<)S$. 
Scotland In 2f.l{)2YOJ, up almost 8% f:ince l 99fA}9, Tk po:::ltkm in Edir::hurgh is ,~ven more 
enrnoraging tlrnn the nm\mal picture, Patronage fln LE has g:mwn from 82 milhnn pasHeng:ers 
cm-rkd in 1998. tn 99 n1illiun in 2003 repn~senting an im:rease of just over 20% in .5 years. The 
pmjeclion for 2004 i~ 1t> ~ee ovi.::r 100 Jriillion pac-:;:;;engers i.;arried (W21nillbn frmxast\ \Vhifat 
the~r. figurt\~ ure encouraging, when newr.d in lhe i.;m11ext ofBdinburgh'B rising ,for.mmd for 
tmm:purt,. ,nudi re1nai ns to be dmie to redm:i~ the growth in car trnffo; um! a,<;W('.fate.J 
cor::ge'.,t:ion, "tvloreover. ever:: got.¥.:.i qi:mhty bm, serYices like Eclinlmrgh's ha:Ye H poix rei.;ord of 
attmcting motnrist~ out ,:if their c,ff,~, R:m~easts of trn.m patrunage is ju~t w,w 7 m.iHiun in year 
r.if opening (WU9) and nMrly dodi!ing t<.) just under 14 mill.ion pm,senger~ in the 20 ye.m- tim.r. 
horizon (20)8\ 

for part of its route, tn,m wHl be in dimer cornpetttkm with a nur.riber of existing has rui.ttes, 
The; STAG iippi·,'tbal for tn,m Wl1ilh:lered thb and pre<lid<..':d the impc.act Line One is likely ,:£1 

have <in :cxhti:n~; bn~: se:rvkes. Thb w,:,rk ennch.i<loo that most lmpKt \vm be experien<'.ed ,m 
Ldth \V::Jk wher::". 22 servfoes wiH }y.:: removed, a forthe:r 7 serdee::.. ,vuuhl be rem<ived frorn 
(t'('.w{~ R,),'td and 3 from lnvtdeHh Road, The S'.f'A.G apprnisd huwe'?er, g{Je~ Qn tn crmdude 
th;1t the xductkm in hu:; pi:l~;~;enger capadty on the:,e ':>t:rvii;e~ wiU be broad! y uffse1 hy t:ht.~ 
c.ip.idty ::..upplkd by Line Orn::, frrr imt,mce, m1 Leith \Valk the reduction f:4' 1 ,54D pa,:;senger 
place:;. ptr imur will b<: <1ffacr by 2l}OO per hour pnn:·i<le<l by the trnm, 

Thi;:; ,.x:,mrasts whh trnm<i, whkh lwvt an irnxea;:;('ct iibilhy to att,·act passenger,; frum their private 
ran, A. i;urvey ean:ied out in 14.. Eurupe,m i.;itit'.~ :re:\<em'rhug the effectivenes:,:; <)flight rn.ll on 
mfxbl spli1, i;hnwed tbl on averngt.~ 1 ViS of the n<\W .(X1$.$.en.g:er~; for.merry trn:Ydkd by cur. 
Within thi~ H i;hQdd be nicogni::..('.<l: !ha1 tli<'.f('. i:'.an he ,tlgniJic;,mt variances on this a:Yerage, for 
instant<'. a 1999 ~,~idy t.l1t Shd'fidd Si11x:rtr1i:n1 foui<l thin of i'he 3JPl people interviewed, 22\f> 

formerly rn~Kfo tl ie J<ii;irm::y by car. The <tbilii:y d' b1~ w attract car usert. is rnnsidered to be 
rthtivdy hw;, for ('.JUHnpk, the tr::i:nt.for w;i,<, found t,:i be mfoor for .Birmingham and Leed,; bus 
snidk$. ;it 2-Y:t, 

Thm h:i.1.s ~; gr{'.Hter euryrng i.;apadty tbm1 the bu~. Altk,ugh bu~ Strvke;; remai11. ,md <.,;·rn 

t(lntinu<: hl lx: a niajnr ,rnd in:rpotrnnt <:o,nptl1'Pnt nf Edln1:mrgh'::; public trampnrt system, a 
trnm :.;yMern is nei:et:;aty to ~ti)'.'J>lem<:nt '::::,u:;: sttvkes by prnvlding M dfident and cftztnive 
compkmrnlmy ahermttive 'With thi::. {:apa('.lty w rneet EJlHburgh's ,gff;'Ning trnn~pnft need$. :in the 
'ibt'<'.~.eethk fon,ire. N<HJti<'. :ihonld disptlk th<: strides ,n.:ide by Edinburgh to :5<Hppixt the 
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prnvi~iQn nf the bus ne!w<ir.k, but trnrn comet t,...-i the fore when the number and frequency of 
buse.;,;; required !<1 rneet trnvel de.ma:rd eid1et put<; a fi:(';rkms strain on the City's road nen.vork n, 
('.UHSes severe ('.(rngestion ai S:[X'.Cific points on the netv,.:nrl< and at ::-pedfo:: tirn~$. S:ignifiemtly 
rnore pM~e-rigers tan be (:Ocn1f,:;:.rt.1My a,X'.OJnn:i0xiated by an integrated bus Jnd trn.m :~y~;tem. 

The ca,,mteity of ;,i tmrn operating in 11::e Edinburgh sytteni '1/H be 230 p;'.l%eng<'.f:i it n<WITTj.! 
lo;,iding ,md 310 at nwximuin kiading. This ai;i,,i;:ines a 40rn tram kngth as cur.rem:ly p:mposeiL 
This <:omp;:ires ti}btt.Vl<:en 71 and 83 pcopk for<• dm1hlededwr bus in Edinlmrgh, 'With the 71 
pu$f:i:f.nget (:arrylng ciip;:tdty bdi:ig for the ltl{k~t mt)dern di:nihk,:kdwr veh.ides, 

Th{~ modern trnm is HJw foster than s,)me ofit'< pubfo: trnnfpnrtcounterp~rtf;, Trams non:mdJy 
teud to h,1ve a bg;hc:r avei:age ;;;peed thirn the bnK. fo a segregiited environment the trnm win 
travel on average 7 knv1:tr faKtertlrn.n travelling nn street and even in mixed trnffa; tnmrn me 
abotst 4 kmih:r faster thar1 bus.cs, PIDt nf thi~ increased speed is gained by the fact that trnm 
te1ids to h,we fewer s:t(ips: ci:1mpatcd with btL~ and a 9uickcr foading time due w a system nfpre­
buying tkket~, Th% lancr ('.foment v.@. only p,1rtly contribtuc to the diftbrnnce betwt>:en tram am3 
bus, as dtli•Jtgh LB d0 not ha'·.1e. an on··Str.cct pr(;·h1y ticket $.y;;;tem at prcf'em, jlm under bllf of 
their pac'>;:,engers h,;ivi: a pre•pa1dp;;1ss. LB .tho prnp<,se ii:i :ln~t1ll 30 <in··~ti:ed tieket mac:hine~- in 
('.entral Edinburg} in the. ne:it fururc h<:n,°-C further ,~or:trfrmting 1<) qukket fo,1ding timec'> for bus, 
Thi:. fewer rmmb<'.r of ~top,~ lK'lwcvcr, win n)tan ,"l ~Hghtly f<..°.duccd Jccess:ihifay w the ~.ystem tban 
for bus {foe t<J iucr<;,u,ed wz}kirigdistaiices hdtve<:n ::.tnp,;, (,"lvern.ge d:if'rnnce between ~;tDps fa 

Edinbrirgh win be 700rn wh:leh wm give,, walkbg di~;timce. of 350m if the Jestinition fo 1:ni<lwny 
bi::twe<:n twrn stops, 35():m equatef; w the dfatance betw(..>:en .Princes Street ,md Queen Str~,et), 
This filCt<1r hov,•ever, rnuM be habm.:ed agaln~,t the qukke:r ~,peeds, reduced joimiey limes and 
improved reliiib:lllty tram offen, compared tt) bus, 

M(~krn ttNn, miEke it,;. prtd<'.'.ee%or, is folly ::::cce,~sihk and so easy w u,~c for peopk with 
inobility diffictihks, p!i:rents ,Nith pushddts or tvt':n tho,;c carrying fargc 1:1.mounts z)f shoppinf} 
Tb<'. tnH'l'l iystcni op,;:rn:tlng i.n T:< .. 1inbtirgh in the e;1fly pait o:f the 2{Jh erntury involYed ,i hig:h step 
ont<.., the vetkk from $.lted. level. This woi1ld mn.ke it difkuJt :ftir pet>pk with ciisabi.Htie:,, tn use 
these v<:.hidt3$ with any crHit1d<'.'.n<'.e '-'r comff1rt 'L>,e ,11,".>ckm tram however i:,. designed to be 
fully ~<'.'.(:$$$:lbk .An M'. grade iiCC<'.'.SS from the ttamswp into the vehide meam, ease <)f access for 

b<ith disabkd pcopk :·md parents w:ith l'mggie&<'pufbchairs, Thh at-grade ,icce~;~; <lt each lrnm 
stnp '<Vill he 300mm aboY<'.'. the mad ::-mface .:md ~xiH have ramped access, For the majority of 
stnps, th<'.'. boarding area •.viH be ari extci;:;;frm to the exi~:ting footway, An .i<lded benefit d this is 
guk:kcr kiadfog time;:;. t.hm, rnntrihuting to<• f,1;:;t :md :reliable trnvd mode. 

Ught r,1il ve.hiCk$ such a~ irnm w;e Httk energy b('.cnuse of the low track to ;:;ted wheel friction, 
Energy ('.an alsn he (:Crtse:rvcd by the WK'. fit a flywheel or by returning electricity t<'l foe power 
lfo<: throu,gh the process of :regenerntive htaki:ng, lt i:,; 1:herefnre 11 relatively efficient gy;;tem, It if; 
acknowkdged hi;iwever, that whilst ihe:re are no ('.rnl:;;::;frim jf the point of use.,.ncl fa~nce benefim 
1kii: City ('.etitre ~iir quality, the produ<'.'.ti<in nf dectridty in this <:otmiry involves the burnin,g of 
fof>sil foils whkh w-m have a. \i.tldcr imp,"lct 

The :m<idern tr.:un hM the adviintage. of being telMivtJy qniet, cmnpared w the H'.l()dMn hu;0;. Thi: 
rnafo are~5 1.vherc: noise may h a:ri issne 'With !l trnr:n sy~tem ai-e where tight radii are ei:1c.olmtcred, 

TRS00000049_0024 



grndkmt~.; a:re steeper m where s1mbknt nnl"e level" ilte extremely low d:ue w fack of any kind of 
traffic ;,;t present. An exirmple d :mch ;_11;ilmdrn1 W<}tdd be the <lisu"'ed Ro,,;i!:mrn Railway 
<:{>rri<lor, Hnth <l,~,';lign fearnre:<. ,<ind n:iti:g;don niemmres <.:mi be put in pl<.t.:e to minimbe the 
impact of any increase in ni:s[!;C kv,Js {hm t<, the intnx:luc:tkin of ;:1 trnm system. 

\V:thln our City enviri)rnnem ~pm.:e is a prime cnnstmrnt. Edinburgh City centre is. a \\'nrkl 
Heritage She and m; $lldr the street hyout cannot he altered ln any significant way, Th:h W<'.<rns 
o·-isdng :;treet patkn:u; s('.t out .:enturies ,Jgo when motnrii-:ed vehide~, ,vere nnt a: factor for 
<:t)rtsidern!:ioit now kwe w enpe ,vith movement by veh.ide, ,m bike und on font The current 
kvd"'- of m:tivity mean this i~ be(omrng increa~oingly umenable ,m wme City centre street, hence 
tk: iti<:'.H'.<l:><, in <:onge:;tk,n pt<::'.dicted. The tnrm lw5 a vdm1bk e,mtribmio-r11D rnake h~i:e in that 
it n::quire.s kss :spw:e tfom h,:ot:'.S anJ Jt.'\Cii ,mr predude other nw<l{:% of vehides from using irn 
rmrning ~pa\:'.e, F,x e:i:;ample th<:'. pwp0~eJ Edinburgh trnm at '.Z.6Sm wide 'Nill .require a w·ldth of 
5/Jn, fnr tW<} ,,"·,iy :rwwing, 'Tht~ tqui,n;i}~~nt fig,m'. for biws nmge::; f::ffm 6.0.BJtn (\;t:pe1idi-ng nn 
tht width fff 1he vehkk. 

A~ part <Jt ib 1Tf, the Coun;;il i?; nmtinuing to mvest more in bus priDrity, birn related 
mfrast:rncture and measures te improve interchange between bus services as wdl a:s dher modes 
of trnnsix).n, and plans tn do ~o even mu,e extensivdy, ~;houM cnngestion charging "be 
int.rnduced in 2006, A :::u.n:nber of bus servke improvements are phnnd for :implementutiHn 
fH)m hite 2004 for i 3 year period fonded l.lHt:mgh the SE',. City (}mwth mon:ie:s, Th:is wiH 

invnh,~ £900,000 nf nnv nr hnproved bnK se:rvke covering Edinburgh and ils nei,ghbouring 
<'iuthi:idiy areas, .Fmther to thi;;; the Coundl h preparing a b:id for bm, service imprnwmenh 
1;1ntler the Hus .Rmne Devdnpmem Fund for pn=:tl<,mina:m1y City ~,vice impmvements. Bu5:::$ 
\Vin not then=:Jore h~ negb.:ted in the nm up tn, i.mtl when tram is impkmemed; i.triprovements 
10 :swpi;, bu5 'lune:,. inten:hunge~, infonrm;ti<m and ~ervices, 'Nill iXmtiime w he made, T,) 
provide the maximum benefit tn the trnvdFng puh!k: of the. trnus:pi:rrt im:pl\Wt,nents. propo:Sctd, 
buse$ ,m<l trn.m wfff he folly imegrakd, 'Nnr'k is being :undertnker1 from lht~ eady stagi.:f d 
development of the trn.m :pn~je<::t w ensm:e this rs Hi:'hieved. 

The Edinburgh Trnrn (Line One) BHl rs ~eddng to obtain the pnwers t,:i build a trnm fiw~ 
C(HlD<'.'.Cting North Editibui-.g;h '.J<'ith thr~ Chy ct:ntr<::. The C<."limdl hnwever is alw ;;;.eekbg pnwers 
fur Line Twt) C(fl'm<'.'.Cting tht City cciitre ;,md \Vtst Fd.inbHrgh <'\nd wrn, in the near fi.::tl.li'::.\ be 
f;eddng J:"()WtlS kt ;::on.strn,;1 ;:t third Hn<'. to the :i<tWtth~tiwt of the City, Whiht 1r. is fol.ly 
,'lckni>wkdged thilt J..ine One \Vlll comdbme slgnific:mtly w the Cciundl's ecnnomk, transport 
<"ind $tidil inchts:h>n agcr,d;:is, the imple:mcr1tn.tk,n nf ,,n imen:omiecr.ing ne:t,vork of line:;:. across 
th;;: C:ity wrH prnvkk far g:r~~twr benefits t'<:,r l:he City than one Hne on :its {:iWR A netwnrk nf r.rnm 
Hne~; wrn nm only provkk entrnneed ;iece:;sibnily .linklng iHfferent areas of the City, it wiH otfor 
ci:r;;;i. savings rmd ec<.momres ihrmi,gh pnwi~ii:H1 rif crJrorn,m sectkms. of r:wte, shared depot 
pn:rviskm Md spr,i-e rdlbg S!<,tL Simibrly fixed ,Jvcrhcads c.:1n be sh,<ired imd nvcraH greaw: 
v:ih.ie for mon<'.'.y is ,~chi<:vtd ;~s wd1 ,ls th<'.'. very twgibk benefit of rmprnved ;1cte%ibi.!ity and 
rrueg:r::1tinn flx trnvdHng r,nnmd r.he City, 

The ab<ive dNitly SN:!; r>ut tht lxmefos that Su(:h a irnxkrn trBl'.n syskm ~an ,>ffcr ki ;i thdving 
City ,=md why Edinhnrgh nee:ds a tram "y:,;tem. The: t,ve:rnH dsii1g de:m,<ind for travel whii:h it; 
currem1y leading tn pre<lictkms nf :incerea:;:ing traffic and ctrn.ge"tinn kvds i, founded un the fact 
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that F.dh1hurgh hns a ,)'trong n:nd §:l\1Wing e<:ontH11y, .fo rer:Jity thiK mean~; exi:;;ting cmpk,ye:1;; are 
<:xpandng and n<:w ernpk1yen-; r::m ,;e<:king l,> kic:::ite here k,1ding tn lw.:::ma~;ecl clernimd frir a vast 
:arr>iy of "1ther devdoprnentK to ~;uppmt the growing pop11la:fam such m; housing, retail and 
ki};urn facihtie,;, A trnm nezwrn'k c:an ~;erve both existing devdnpmenh ~md perm,r fatrthe,r 
development by en~;ming a means f,f~;u;;taimihk ac.ce$:~ tlmrngh prn\·i<ling fast, att:racd\·e and 
freqnent public transport, Trnrn therefore :i:-, vital for F.ciinburgh ff it \Vant;; to ::.:ontinue. t() 

cxpa..•1d its econt)rny und in turn, hdp drive the reg:inni:tl and m.Hional e::.:ntwm1es, 

Without a trnm ~;y;;;tem economk growth wiH be com trained or sig:nific~indy higher congestimi 
kvd;; wiH be experienced, Thi;; ~;cernirio in j~Hecl, me:ans the ohje::.:tivcs f1f the ;;trn::.:wre phn '<Vin 

not he ddivered as these a-re rdhmt {'.>n the irnpfomenuttion of a:pad:.:age 1Jhran$:port :meH$ures 
nf whk.h tram 1;; a ::.:nmer:e;i.one. A1s a result foe ~trn::.:tme _plan w,;;uJJ need to be reviewed to 
fr.:.cept roouceJ eczm,;;.mic gmwth Jur Ecli1lb.:.irgh :aml the surnxmcli ng rtg:i rrn <tnd .i ;c;trnttgy to 
manage the impJkatlon;; d this e.czmomk downturn put in ph:tC{'.. 

Trn.m therefo:nJ L~ vtt:::il if Edi:n1:mrgh i;; lo<:;fkr a high qw.1.lity,:ifHfo l.o thnse living and wur:king 
in the Chy, to ,~l1$lJre delivery of the strneture plan obj(..>:etive~ and to enA:;lgy<)nlinued tr{murnk 
prospt:rity t\,r the {3ty ,md region, 

32 Dovukipmcnl i..1i iho Ct;:rrent Trarn Proposals br Line One 
P,\11)0:'.als for trnm in Edinb1r,gh h;:r,,,e devd{iped over a nur.r;ber of yea:1;;._ During tht'. hiie 198(~­
the then L(lt.hiai:1 Reg;irm;;1l Cmmc:i1 'J/as inMrnmen!d in dcvchping the t~·fotrn pruject Thi, 
invoh\~d a combinMksn of on~street tram, i:mdergwund ~;ections imcl utili~atfon of Jfam,ed 
rai:!way foies. A ;mit -,,v:1;;; set np to progreK:, this work within the Cmwdl whkh carded out the 
deKign n:nd consultat:lon fr,r the sc:heme., 'Ihis ctm,-,uhatkm resulted in ,~ignifo:::ant numb<~rs of 
objection;;; t.ieing received, The Parliamentary proce;;,)' at t.hn:t rnne required a hx;d \JP lo 

intimduce the B:iH h) Padbment, however &:1c in the sc:ife d ollje{,tiQm;, this iui_ge w,m nevt.'.r 
reMhed. Frn:thcr tn fai.5, th,;:rn wa;; nn re.al pmspe,;:.t uf se<::ming funding for the pm.k:t frurn tht 
Scottish Offke, 'Ute p:n:tject wa1s therd'i:n-e po~;tponc-d mlcl 1990, 

During the rnid 1990s thi:: Ci.:tilrnl BdinhurgJi Rapid Trnm;p<irt (CERT) inibativew;1s devdop,:xL 
This ::;ougli1 to pri}viJe;;i rnpkl 1ransp<lrl so!utl(ln ;;:kmg.a p;;)te:ntially high patrotrtifW ci:rtddor 
fr<ini the west nf the City into the ,~cntn: Jnd i:ndnded the pmvlskm nfp,lfr Jnd rkk s.ites at 

fogfoston urrd fforrnist<m, .Edinbm:gh Park Sta6nn and a c-y;Jeway. This si.Jit.~ine wjS hNh 
affordabk ;ind ddlv\~rabh D:iffknit.iN, ,:vith wnte optirnis had b<:<en resdn~<l by fr::tding <m 
alternative route and an i~:sue whb bm.i :fnr fogH,,t<m Park and Ride w;i.:;; $.imfotdy m;;;o1vd by an 
alternative :;;he being secure.d for thh purpoKe, 

Howevrr the pmcurernent process d p0ckJgi11g a number of dernrntK together :i.nd pro,gre:t"ling 
through a PPJ arrang<-~.me:nt kd t;:'! th<: oo1hp:;<: ,)f !hi:;; scheme wncnthe-ptdhrred bid<kt hicked 
out nn C!..,nduding th<: pr6jcc:1 <:oukl nm be &~livered for the ::.:o~t which h~td pn.>vinuJy he,:1t 
s1.forn:ltted, hrs worth ,K<ting that the :-;ume of the tkmaib which nmde up the CERT s::.:h::mt 
h:1v<: been ddi,'<:Kd with the r<:maitrbg fo.w w <:ome rn1 line in the short term. Fur in~um:-t 
Ffiinburgh Park sudon h;ts been built tmd l<"- rww operatkm;_d, Hermiston :an<l lngJimm park tmd 
ddc site,_ arc schd!l.kd for cmnpktt<m Spring 2005 ;i:nd the \Vest h:frnbu:rgh Bu?ciway {\\'BES} 
and associated cydeway r::re to he cnmpkte hy 0;;1obe:r 2i)04, fo tbf i,itervening rnl'.Hiths sin<:{~ 
the hkfa for CERT had been st1hrn:li:ted JJfoad registered Sei:vk<: 2:2 whkh nHi piii·f1Jld l<i fa<: 
prof~)sed route ~md it is tbt-; mute whkh will bixo:mc the roHte f<'.B" the: WEBS init:iM:iYti, 
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Th~?. Cormcil in pnxki::ing its Lx~a.l Tr~:iw,:prn:1 Strntegy in :.))C!O i.:ommlss:ionoo Atklm; w carry om 
a proje,;:t ,=tp-pi:,ii%l study for what w,mld be::::0nie the ba;;is of the lntegrn.red Tnrn;q,pnrt faitiat:ive. 
Tbs eXt'.f('.ise condud~d ii LRT nei.work for the City to be the hi§:hcM rnnked option in terrm, of 
,abe fnr money and Hcfacving rrnn~;port obje;.:tht:s, At the $..anxi tinx:, a rapid ti:;:;1wport 
foa~Hnlrty study for North Edinlni:rgb was ::::<:'.fmmi:i.Kii:;<i'.::d by \\:\nerfront P.dinbuq;;h U:mit('.d 
(\VEL} Hnd H number <)f hxal busine~;,,es which were .intl::f.C$.ted in th~ ~~~;tJblishm<:nt <if a. rapid 
tnmHcpurt ~d:ierne wHh the obje;.:ti\1e of<:$.rnh!fahing how e.ffcctiv,t a nrpiJ transport lbk bd,V;.)<::n 

Grantun. and Lei1h and the City ;;::tmt:re. would be, 

The driver for the Bmdy wa:, foe <levelorcr fod view thm. hig;he:r qu,iJity rrnn;;porr than bu;; 'J/M, 

r~qtiirnd in ord,;t 10 f,idTiiti. ;.kvd<li:i,ne:r1t with a re<il foding that there ,vas a ne(:'.U for trnm 
be<:ni.!se of jg im;:\ge (4 ni1.trh enharn:ed public \raim:pon. The stei;:Ting gruup for this <:omprised 
WEL (he C\nm(i!, Forth Pvi:t~ and hK .. tl businessi.%, The stm::iy, whi<'.h reported i:ri Jdy 2U(H, 
<:on$·\ltrd t?<'O otheI nx,te <lpt:lons <.tmJ .:;;ms:Juded th.tt 111e H:tost \.'·hble proJe<:r would be a t:rni.n 
loop frnm th~ City s:xntre to Leith tr:Jv{:1ling onto Grnnwu .. md bi.tdk to the L~entre. This study 
kd to the prepar,ttitm of tl bid for Prepa.rntkm Pod support under the 2002/03 Public Transport 
Fund for the first phm,i.i nf an integrated rapid tran:.f«.}rt SFtern for Edinburgh. TI1fa wod:. w;;is 
carrkd out at the ~ame time ~is tlle CERT project wm; rnuning into d:ifficnltie;-; amJ. 
siirnJltarnxmsly 'vVith work by NET(\\ a private trnm prui-notkm .:nnipcuny pushing frir a :\iiniibr 
nmth Edinburgh tram k:H.?p, A tripartite steering grnup rnnrprising NETCo, the Cou:r:cH ,md 
the !oca1 enterprise company coimni~;;foned a ~tudy to e'<<thiate the NETCo t:tt·opi'.lS<iJS, 111i~ 
C{mcJu<led that the o:,,,:rnll f,bjt<'.dves we:re not achieved mid h;;;~nte 1hi:; :-;cberne pf<:3gn".55t<l no 
Jun her_ 

Cnn,:;i:;krnhk time and effort had be.en inveMed in pn:mmfa,g the CERT in:it:iative and whilst it 
was largely view:xf a:=; H failed pTnject tedmnk,gy wi!h little polhknl support, the ,)rigin~1 ddver 
,Jf a fX)tentiallyhigh pa1n.mage public lram,port corrklm remained, in ord,:t t;) ;;.ddtess thfa tk 
\Ve,,t Edin!:mrgh Hus Skheme (\VE.HS) was developed which invnl·ves prnti;1t gnkk<:l bus ,tlong 
with ~e,gregated: and on-street runmng, This infrm,tru;;;ture <::,.m be (.\:ln,1;:ited bkt tnHXl at <i i'tirnn:: 
dMt~, The funding {'.,f the prqject through the Scottish f::xe::xitive's Publk Trnu:spc)n Fur,d nitam 
the diffo;;ultie~; r~~:=;ultbg in d,e cti!fapse of the CERT s.:heme we.re dimirwied m; the rnfoHKe on a 
PFl itmmgem.eni was removed. 

A Cm,w;.'.±1 commissioned ~;tudy <::arrioo out by Arnps mduded a:o p;;trt <.lf it ,.t bd tn sern:rt'. nlf.mcy 
w ui.rry tmt thh <::onveri>ion of WEBS to tr-sm, The Mu<ly\., imti1i 0ttie(tive hoWt'.V{'.1' wfi:, 10 

idcmH~' a City wide LRT network in view of the LTS apprnisa! finding that this: \Vt)uld be most 
etre.:tive in adneving trnmport obje.:tiv~s. Thi:;; :;,trn:ly rtt,'<ind early 2003 identifying a B<'.twock 
with u wJnh E<linbm:gh Twni r(Mte r,mb::d fir:;t, .i we:;;t flJ.tHt ci;iirdng sJ?.cond and a sonth,-east 
tram nmte be.mg the third best perfnrming a!igrnrmnt It is this netw<Jrk ,;,;,faich is eurre·ntly being 
ta.ki:n forward. 

~1.3 Partiamie,nt,,,,v Proce$s 
On 22 De.cemwr 1003, fhe Edinburgh 'fram {Liw~ ()ne) Bill wa~ intn:iduced m the $('.i)tti:;,h 
?arhamem by thi~ ('.0i.:md, a;; :Promoter, The oby;ctive of the Bifl is Kl authorise the 
com:trncthm med OfYtrntwn of Line OM which wm form a 'nurthern bop' i:..0mmecting 1...eith ~n<l 

TRS00000049_0027 



th;;City .:~ntr("., Th:is ][M wilJ i:,p¢rM<:l'.1il B :;;:(".g;rtg~iMd alignment froin Grniiton Square through 
rhe W.itcrfo,,nt maj<,x dev;;;fopnwnt ;trta a.n<l ak,ng the aHgnmer1t zff the. disused Rot;ebum 
rnBway Jin;;. k, ffoyixiiir.ke\ n v,dU then :mn nrH?treN, hut with priority over other traffic, from 
H.ayrnarket to St Andrew Sqtrnr.e vfa \Vaverky ,md then zmto Ldth vfaLdth Walk. A segrega:!t::d 
aHgnment W<:mkl be provided through Leith Fort fblki:,,v1:d by a mixture of street rr .. mning and 
t,egrogared alignment back to Grun.ton Square, 

The r.mite wm com;ist nf l55krn .of douhk trnck infrastmcruro, the only~xceptizm w H:ns being 
St Andrews Squ.'ln.c: w.hkh will pnwide a 52{)m singfo u-ack loop. 58% of the hie wJil be nff 
street with 22 tram ~;tup~; prnpo~;ed. Modelling ws:wk Joreca:stc~ a tmal route ti~ne <Jt 405 minutes 
:,,vh:id1 assw:r,es nn average speed of 233 km/h with z frequenqr of8 trm:nsperfa.im. Thi< 
eqifrva1em time for the s,lmt':jounvtyby btis is 52 miini!(:s, iuviJlves 3 chai:iges nfbu:i ,tnd 
indudi<s 15 mirrnks walking tinit~ ,is there is r:o bus bd~vecn 'Ravdstoli Dykes ii:nd R.oisebntn, 
htr 1xmrpariwn {)fjourriey ttrn<:s i:m: sections of the trnin Ji:ne, CitJnt(m Sqi:iare to the City centre 
tab.% 25 minrne.,;; })' bus. This will be red:1<:ed w t 7 minut;::s: l-iy trtitL Similarly the hns Jmirney 
frnm Caroline Park to St Andrew Sqtmre takes 29 Hliriutes blH wifft,ike P iniirntes hf ttiim, 

The principle npenuional ohjecti ve of foe tram line is to minimi:i:e jnurneytlmt ;md ia zirder to 
do this, ~:ucceii,,fol in1egnttinn -.,vith other road 1,sem is (:riticaL Jn r~.;:lht} this n'.1ea,isprnv1diug 
segregation :1fong the route wherever po~sihk rind cenainty \Vherc t:<Jiigesifori is likdy, giving> 
maximum prirn:ity for tram atjm:i..:tfon,; ;;md emm:ring a high standur<l nf horiiorH:zd aHgui11ellf t,j 
minimi"'e speed rettr:ktion,;i The mute .'JS propJsed nit--:ets ma:ny nf !hese c,bj:edi v<'.s as 
dem,mstrnted hy ad1ieving 58% segregatkm and utiiising features sidi as th:e f<ir,net rrufway 
('.(irh<ior berwic~cn Cr<'.,\if Toll and lfos,tbnmthllis ivoiding t<number of '\pinch.,po:bts•' in the 
N,,nh Edinburgh ii:rea. V{ nrk h:is been carried out tn en~um the s:ati~fartory :;:oiution to the 
operation of tr~uns. buses and pedestrian fa<:ilitit$ on a significii:nt inimher ,.,f hx::afinns 
thr<mg;hi.,1ur the City tc, ensllre the oet:1.vnrk crm cope with a northern trnm foop, 

Seamless integrntkm bet'<.>,1een public tram:po,t rnndes wiU be fondarnentd tnachi~ving thevfaion 
of the .L,Jt:al Trnnsprni Strmi:.gy <Jf a 1.nnisport s.ysie,n HC('.essib1e tn a:nd serving n!L This means 
ens:ufrng integral.ion <l bus and tram servi<::es, To ensure tbi, th:e: DPOF Agreement p-ut in:pla~<'. 
:,,vith 'f'ram.dev requires foH ime.grntinn between public trmwport nmdes to be adiieve<L 1n 
reality !his means TranHkv rnust w<irk with the incw:r,bent pubhc trans1,10rt pi\lvidus (bi:is :fnd 
he,Hy ra.il) to µr<Ji!u<'.{~ ;1 tr;:mspon JntegrMiou pfan. 

:l\rit i:1f ihe parlia.m~mtary f,'fOCe&s involved n p<c~riod for fo:rrnalolajectirm;.; wh:ich ch:i~;ed l"fil 29 
Man~.h 2004. This exerci.:;e led tH l96 formal ohj:ecti<n:1::; to the ::;cheme. The miture of the 
<ibjedions coveted a wkk: rang<'. t1f subjects and iliduded the vie-,,vs that: it w,;,1n}d he better to 

investin buses; b@i'.S would ftdversdy stiffer fmm trM'.l nperatii.)l'l'. not fkxfok and wm 
exa<:erbat(".. tf,if:fic. i:ong,es6o-n;: tr.=im does not go 'Nhere people want tn gt) with n<i <:kat e:viden<:e 
<if patwnnge, it is prem11ture in Hg.ht of a nwnbet nf othet trnnsp<iit p:r(rj<:cts a:nd th<: aJtermi:tiws 
have not h~en a<kquat=e!y tested. These, and nther issues are dts<'.HS$=ed in th.is s<'.dinn, 

SA The .Jt.istificat:lon for Tram: The Stn.1cture Pian 
Tht: Ct)uncil 1ws ,1 weH devek,ped vision for trnn~.port over the 11~xt 20 ye,lfi;i. This vii,ion is 
foundl'.'.d on the integrntktn offand 0use planning and tfMispi)ft and t<:c<ign:ises the I:m:portiinre of 
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trnn$.pO:rt frir th<:: dty\ ccn,HW\Y, 111i,s: vision :is rdk~ted in the Edinbn:gh and the l;,}lhi.ms 
Sr.rncwn::: Ptm 2015 ("suuctur(: phn"} wbch sttite:s at !h1: ;)titset "Ea1nliiirrh ,md th<, l.iAh,\w;,; wilt 
f'.Ofninue ta pln.vwr a.~ thf fff(}it,il \ {~i~:,: ·rlg?-1>}~ ar~d ~:1)U renrah~ du? t<'.<}noiti:~( di~v~1 i<?'}JffJtta h::tb o.,f Eas: c{~t<:tt<:?l 
})\~}aunlu. 

Tht strn(~twv pfan fo:n:ns p~tt <J. th<: swwtNy <kvdnpment pkln .rnd 5-0nw .;:onskkrnbk: wdght 
sh,)tild h ;)ttad',e<1 tt: hs pfoviskins bei:au:.;e they have be('.U subjected tn publk scrutiny aud, 
uhim,Jtdy, ;Jppro-ved by the Scottish Mini:stei:s, 

The current &;t:ructure plan wm; approved by Si.:'.ottisb Mini:-,kn, ,m 17 June 2004. Thh i:;4an r0lk. 
forward and clevdnp; the ;;trakglc aim:-, of the prevj,;us p:lan w de's'efop both em,t-we;:;t and 
no:rtti-:::out.h light rnpid trimsit routes wifoh, Edinburgh, Although fonding Wm> urKe:rtain, that 
plan requi.rod the ~;afoguarding nf AHJte:;;, ttn<l the kx::afam {.lf ,kpm:-, and _park antl ride site:;, T1u~ 
faik betwec:n the o~jectives of the strategy and foe tram;port puck.age put fonvard is dearly ~;c! 
om ,h :~1ated within the :;;trucmre: ''f<'ot rh,! de\'dopmen ~frail'.',(>' t,, go aiit'<1a, i<' is esst.'ntiai rh.t1l thi k<',r 
tt{uiSp{?rt pn1p-::-:JiJL~ bt: d.efh.:ert:d~"~ 

A key ::;r.r,,ikg:ic aim of i'he curn:mt ;;tructuro phm h to integrate land u:;;e. aml transpnrt TI:te _plan 
rec<1gr1i5e::; tlrnt there \V:iH be cesnti:m.iing presrnre:;; for devdopmem in GJinburgh and the 
Lnthhn& a5 n m~;uh of its ;;trnng and gruwing economy, Jt ah,<J recogniie~ thtit forth:r in,jor 
Gr<?.en Helt wk;,i~;e would be preju.dida1 tn the stabWty and endurant.e. 0f the Green Bdt, 
a:lthough d:1,t stni.tegy nlkN..-~; for limited (keen Hdt mkttse in ;;ichieve houjng t .. trgets imd ,t 
bttt,;r di~tribution n:f bnd fo:r c;xmnmk devdopment, Hy rdating thiJu. rekm,es to tnrnsp,>rt 

\:<)rrido:ri. h will aho hdp .attain a mote :;u;;faind,k punern or de.vd0prnent. 

The, pkrn's strategy chrects devdo-pm<:nt w 15 \:ore devdq:,r.r,ent area:,' where mfrn.s.tru<:rn.re. 
capw;ity exisb or \Vtl{'.re new info,1s1ruci:urr:: 'N{mld he C{)St tfft<::tive, ln Edinburgh tbe;:;e ~1re the 
City Centre, W.t!:erfront Edinburgh, Bd:inburgh Park,/ South GykiSighthHl and 
Nc:wbridge.!Kirkliston/Rt(th<i, t,,v;:i <ifwhrch will be secrvcd by Une One, .l'vfost of tiie de.i.nfmd 
for JevekJymem land will centre i:m hon~jng ,rnJ bi1srne:;;; and it i~; envfaug~d that each of tbe 
u:;w Je,,,dnpment <tteus wm ('.Gnlribui~ w the;;c ~r.rnteg:ic :requirement;; in tliffore:nt way:.;, Th~ 
Clirrent -<::-:tnJ~tu.re plan g.De$ un t<~ ${ate \if<.?t+·!~V!?r, U?niitd <"k::/tlo1.11rmn:t opp<N1tudties tn.t{ui 1hat tht s:rattgy 
wtlf (nto?.1tage HU{lOt ne:-;;1 t;{:{..'fion:.ic det'tlopmen:J aut.{:iJh Edinbu.llh (1zy (!t~ntrt"' in otdtr.f;}r thf~ to ti}ke piitce in 
a -~·i.'.UY which ts consisrrnt .. ~~fith th<: str«ctHtt phnr.·s k(? ainit n3tJ/;Jr fr;\ .. :esfttit:.nt in pu.blic Ira1t1port~ stvt:dking and 
(.)~cUng 1~:if.1 be .g1::1::dt"<.!. h~ purt:c~1lar u 1t(n~~ ( ... :yteftt i·~~ !hr Edi~ibur.gh f}t{}.{.i iJ <.:J.St}~tio.I. ~~ 

The plan\ ~trntegic h0using ilfo,-i:iti0n:;; induJe zn ,dlu<:atii.:m d 1 )(i's) wrirs ar. WJr.erfront 
Edinburgh. This ii-, set '>Vithin the context 0f an uvcrall h<.lu~lng requirement of 5,000 dwelling~ 
per ;;innurn: ;;icrnss Edrnbmgh and the Lothi,ws HflJ~tU:H'.· pbu ar~::,. Tht ph{n Stites rh~t housing 
~~~tt.:~. ldcnriJi~d tn !o~ii pt:ln!~ 1~1h;;.:utds~q>p1.}r1. ~JHU~ir~abi~: tra??.Sf?.ort {.,'i~!lrt3\>fs by h{tid:tig d soad le\·el of ~ittfx.,· 

b_,y pt/htk t~~~Jt~pOtL 
1
~ 

E<llnburgh ha:o been ~1n<l i:;; pi"e-di<'.tt'.d tr> i:0°ntinu:e. to ~xp<iriciKe J}Jp:i<l. ex:o-ni:imk growfo.. There h 
a di.rttt rdutimi$hip !JelW~.{'..n .;X'.ur,nrnk gn>wth ,rnd pre:.;$me for devtfop:rricnL TI1e $.tmcw:re 
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pbn dhects fottwc <kvdop:nKm to 1h;;:: ci:ire dt:\'dopruli'.,it a,<:'.,,S,. H thh dcvclopm,;nt str;,:ti::gy h to 
suti::eoed, it h C:%<:'.'.lltkd thM thi:::'\C af'li'.f:S bt:nd[k frnm ;Jppnxpi:bte ::r:1~1 11&Xf%ltC tnHk\fX)ft Hnk1;, 
r:.~·1~; ph'ttl ~~tnteJs "!'-fhr { 'O:n.~·tr~':tfrou ·(~(;.1 .trarn S}\~·tcr~~ iJt !Si·H~~bi.i.rJ)t ?.S .(r.t.tcfr:J .io J}\<:· S~tCt{::.?,'.S (~r thi o.\":"·'ft:t\~r}ltU/i:i) 

st:taretr tfhi.'1t {~}J~:t,fned with high qu~iitf L~u~~rth.tt?Jif.S( th~~ tnr1.n sy:steJti ~~/:ill tiu.il:le _t>tib{ir tru··J?sport }~na1teys t~:~ 
sef-tr.t.d ~~f rht tote tl(~.:efop~~~{nt .ttrttis .t~} k Nt~1de ~·ltU{h N-~:;.;Jrt .. tt.t.xily ji-cHrt tvBhin J;:H1ih~aih iL1t){and.htN~i- .nnith <~1 
the l .. :<iidm,s,A sttaMgit Mfa,01k(?{ftrtt1:,.'. r@1tshax h<Mz i,\tin!{f}d,« Line One i~: part<::lfthat strategic 
netwurk ,d three tram Enes, 

3. 5 Ovoral! Policy Conte1J:t 
Policy suppnrt fbr the tram project is exknsive and c~m be drawn from. the frii!mv:ing :;ource:;: 

3.6 f,,J.,,1tional Pi)Hcy 
N,itbti::tl pl.Mnltig -p(ihcy h shaped by the Niiti<mdPbnning Fni:me\i.,ork--c<Knm:its the SE to the 
deveh>pnit,H <if t.tK .Edinburgh Trr,rn --· M:id al:%\ mo:re spcci.fic:1Hy,, hy SPPL This ckx:umeut 
sup-pi:irts the inttgrnted pl:1tming of land,-m,e and tr,1nspon ,'ls e~emplifit<l by thi:;B<lin1:mrgh and 
thlt Li:ithbn:;. Strntttrrt Pbn, Foi- ~ x,1.mpk, in .P:1nwn.ph 2D it :'St.<'il:(i •. t har ''h,ugndim. of kmd ldi? <uid 
tt<1nSJM•ft is ettrnt.ir:-d tj~~ ~he ttt1no1ny, i.(f Scoit1md. ~~ 

N,1tii:tnal t:rnns1:){Xt policy i;; set mlt in the \Vhihi Pi!lpt"::r ··Sc~tfan<l's Transport Future," Tbi;:; 
Si::ti< <.°.<iH the over,,lf iiimof prnmoting ec,momic growth, si.ldal incfo:shm,. hedth ard·prvtec1i0n 
rd N!f envlri:t111Yient th\)tigh a s;,de, bte,grntd, dfocdve and dfitjent trnn~pon ~:y~;tem, It sees 
th~ prii1<:ip;1] d,a]h"!"nges lti athkving thhklng ebtngfog attitwk'.~i w transport choices, stab.lisin:g 
nxid tta:ffk vohtni<:s ;1:t 2DOJ level:'( by W2 l, fac.Hiwtng the develop:r:knt nf new t.rnnsport link~; 
:wd ddivN·ing vafo,;; K,r rn<ii:1cy. Linke,i w thi~ is mi1ximL~bg oppontmitfo~ presented hy the 

rnpid pu<:e of te,::hn(>logic!l1 change and 1-n,;w:lng the right gov!JmHrwe aruingeine:nt"' ,,re in pface 
W<khver, 

in tl?.mis: of <Mi vtwing thli'. vision, the Whhe f\ipcr i11es;;:l fi;._~;;i}Jy :;.titt;,~ ,,;lF1: [SE I ,1A, :;i,t1porti1,r C#y 4 
Edi1tburgh Cr:11.int?I\. pr{~Pot(.dx t<:1 itt:tr<){lttr:r {l fH~?<1;~rn :ro;1n ntMt=tn"k to Edinb1.~:rgh~ 1.{J tr:rk~\~ CO-l(fcsffrJr;,: .,_:trtd Uit:k 
t01'1't:,'1:1.1:UJ#ft~· ~t.dth -ore(1:::-; of :t,~'."~}no1.1i{~~ gro1-~ .. t}t Tro~~t-:.; ·wir.1 }}tovirh~·ft~st~ r}#~:fr:.l:U~ .?~~{1ss t~;.:~n~potr 1.;3~dptovidf {f t:l~i 

.dhttJ~d.tiv~~ f(i <:ras~:1 l~r private: .:::~tr.~~ 

The national policy thrmewcrk b, st! iJut in Natfoual :Pfai:u1tng Polity Guidant¢ 17, fNPf'G 
17} N:PPG 17 i:=; under rnview by the- SE and the new drufr pdfry ;:;tates H-rnt "Stmtegiti'i.ndw;1: 
pltt~H 1;h.,_1uld bi~ r:?J...otdint~t:ei ·with R~~icna1 (Utd {tri'.fi Trtl}1."s}?Ott Sttf::ttgit.:J .. rr:~t\~tt the ."st.:ttle)1~1it }itmtegy: UJ L~e 
c<.:qJactty of t~~e stt<~te git trr.i?:MT}Ott ntl:'{t~f:>tt f.uid· fdt1u{6: -;:vhtre econ{}~1ilc g.t~}lffh t?T regtlt~Tati<}?~ requ:ires -adi.i#fr.>ftaJ 
mms_pon I1f.rastrurnm.'. '' The Line Ont pmpos.il meet; tbs reqi:,irerntnt hy rrmeting the tn.msp<.!rt 
Jen:iawJs a:rhing frnm nevi"' devebpment in North tvJ}nburgh, purtitda:rly the \Vaterfrunt 
develot,inent. 

3.7 DevB!opment Pian 
Th<: :stntutory <k'-'<?:inp,nent plan fur falinburgh r<.mrprfae~ the st.mcu.i.rn pbn and vuri:0u$ l0cal 
pbiw, The mo;;:t importmt source nf rcgri:irnd _poli;;y i,;; the Arn<.:ture _plm-:i fnr E<linbtir:gh ,:u1d rhe 
Lolhiani>, us <li~cu@ed ,ibme. Jt ,;;emres un ti 1an<l·u.~e and trarn,:pnrtation l-;tmtegy tngether with 
ii sr.t ()f pohi.'.'.ie.8 which c<..H.m:i.iirnte su:,tilinabk pubH~ and pilv~te inve~;trn~n:t \Vit.h the prntecthn 
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d' the enviwmnc:nt Ji therct'<we pn:iv:id:::$. th::: ba$i£. frn: a11 &'.c:iKinm, regarding future 
devdopinem in F.dinhnrgh and the L0thiar1~. 

The r<itHe of Line One nrrn, throi..igh three Jifferenr ;,i,dupted local phm a.reas - C'.emrn"l 
Bdi:nl.:nxrgh, North fo1st Edinburgh and North We$tEdinburgh, fo ;,i,dditinn, the N,:,rth Wi:is.t 
,~n:a L uow <:t>venJ by the d:rnfr \Ve:,;t Edinburgh Lo(.;il Phm. The Central Ed1nlmrgh Local: 
Plan whi::.:h wa~ aifopted in 1997, pmk('.l$ mutes for the po:-,:-,ihle (:(1nst:rw::ti!:m of u Hght rupkt 
trrmsh sysie.tn. This EHlte prf:<l!:.'.(.;tiiJn is :Jso i"rn.:ludeJ in the North E~st Edinburgh L-0cal 
Plan, Thb L,cal Plan was ui.:fopteJ in 1998 with &1 dterathm to foe pbn berng mfoptetl in 2004, 
Rnmes u:re simibrly pn.>tt\.:ted in the Nnrth West Edinburgh Locd Pbn, a<lnpted in 1992, '<Vhere 
lhe loc:.:aJ phn illkX'.Htimi imfrgu.i.tn.leJ lad fo, pnssibk fomre highways or light rni1 pr<Jpos;.ifa, 
The Ikan West 1:Sdinuurgh Lx'.d Plan publi;;hed for (.;;:msuhatiu:n in 2001 ilso re:,erveJ land for 
pi.,hb:; tran;;port prnposds ini:.'.twJing the LRT 11tJrtlHtmth mute, 

The focal plan:, lffi:i sup:purte<l by supplementary guidam:e in the form oJ site spedfo:: mm-:ter 
pbns which h~ffe th~ principal ,)bjective i)fpmviding a vi;;ion and {kvdnpment frmnewmk tu 

ensure uniqw;:: oppr)rmnitie,"> in rdati,:m t,:ieucb site is ma.:<.1mised in acnmhm<.:e with the pkmning 
system, 'l}ic~.e ma,:,k:r pfans indudi;:: prnvisi<.m for trnnspnn infras.trm.:wre r~..qu1w.! w facilitate 
devefopm~nt ,An example of master phmning i~ the W;,i,terfmnt G,antori Ma~kr Pbn wtiich 
1t'kntd'k~;. 11 need for a ~tratettit: lin.k between the Citv centre und the \V;,iterfmnt in Nndi ...... ... 

Edinburgh, The Leith Duch, Devdopmenl Frnme.vork fa also in thj;:: cou.rse uf pr<.'paration, 
Ai:kfaii)n;1l ;;;nppkm<:r1t,~l)' phnning gui.d.am:e on <letaikd design for the trnm 11'i ab;n in d:v: tnurie 
of prcp,:ir11tkm in thf form of 11 Trn.m Desjgn Manu;,i,L 

::\8 Reglonmt ;;irn..1 Loc;:il Tn'.l.nspotl Policy 
hi t,:rms nf trnnspiJrt,. SBSTRAN, .a body nf the l O kicl'll auth,xitief t(JVe,ing the south ~;>~i:,,t i)f 

S..:i::-tb:nd lnve pn)dm:d and ag,'¢ed ;1 Regi:onal Transport Strategy, One tJf the aspinttimis of 
th\,;; l:kgh>rnil T rnnsprsrt Strnt;;;:gy is. •· ,i i.ii,irn to ne Np}l <Ji,a.#!y, re<i:,,}1l£<#v-pric<'J bit\ <m,:1 rail and tmm 
UnkI .lr</!Tt <"ht· rtgJ:t;rr: hr1u E<:t.i~dn~Jgh. ;:rncl w~Jhin the C~ity i.ts.r}/: '~ 

=·~ f;f.linhutgh f~.)J)irts tt'! be a ()ty wt.th a tta)trp~:rrt sr~t<:·m thut .is utct:1sible 1:u aU .an:1 Jttvts {1.U. Edinh?1Tgh ~s­
tr1.~,~sp:-rrt /:)3'.tt.:n;: should 1.>{}~11rtbu~: t{s betttr hi\thit sJ,.1fez~: a?~d quality f.~{hfl.,: . ., ... The ff?~n.;par:. J}:-.:.:t.tn~ .1h{)uJA 
,qipp-i.'?r: tl Jtrrrng> s~1staifk?b{t-· i~:f<~?!" t·to.ti{:m~v . .. ) 

Th;:; do,.;u1,1~.nt iiidu;:k, the foHo•wing piJlicy: - ''The C:iundl win w<.:<rk with partm,ws ,rnd e<t('.rn;;i1 
a1wncies w 1,itro<li;i(.;e a him s y,:,ti::m 1<i :,('.:"\?<::'. the C:ity nf Edinbnrgh," 

Natiorn1l trnrn,port pol.icy a~ set t)Ut in fb;:: White Pi.iper is nD1H;t..H1,tury. However, it does 
provide the direction. for (::tmtent of both foe Regiomd Trnm,port Stn\l('.gy (RTS}mid the L:X'.,il 
'J'rnns.pon Stwte,gy. Both these dtK.mnent;,; .are non~statutury ;,i,t the present time although the 
\VhHe 1\,per pn:,pnse;;. the RTS should lx:o.Hrre statut<)ry when nev,, :regkmd tram,pmt bi:l<lies are 
hi pln.ce. Th<: Deve!nprnm1t Plan, having ui1ikrgm1e rigurnuf public S(.;rnt\ny and se.;ured the 
:ipprov:11 of S<:orfo,h f'.'Jinister:\ i,~ ~:tntutory, Th;:; :structure pfan provhfos the broad framewmk 
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E~.:::::::-;~>"t·1{~/:. 1~'::'~:~r::.".3 tJ:r;.;:) ()f~t::· ~- :/{/)4 ~-::: :·::::J :::··:·-:::x\?:fy r:~i :"'!t~x:::·:·;~~:::::: ~:'.::;:::.:~;·:-:-: -· tl;;'J.;:·:.:::::~·:~~ 

f~,(:~:;J t-~~1r1 b~:r:: ~1::<~:>Jt 

for l0ca! plums, whk:h ,xmtain m.Gre detailed and i>itt~:sperifk pdkics, L!'.K:,t! pfa:ns tu\~ reqidred 
by bw' k)conform to the $trncture rfan, 

A!thw;igh .Edinburgh':=; ei.:::ur::rnnij;; suci.::ess 1:lri:ngs m;;ary 1:li~nefit.;; t<i both thic~ City rmd the 'kider 
region, it alm treatei,; pnfofomi,;, rnch as lrnffii;; ci:n1gi:~::;tion. Tiwre ;1r<'. H range: of ohj:ecti-ve:s n:f the 
tram fuat ;;hoiJkl either support the benefits <ir ;Jddtcss the prnb!erm;, The:=se are tktai k':d hdivw~ 

trnm to bring ,ibom efJective imegrati<in ofkmd use. mxl trnrn;p<iit planning, m, set out in the 
:,tn.icmre p.fan, Hy _prnv.iding a trn:m sy:su:-,rn t<JH'.r,e a:nd r<in,Kct the: Cc'Jre Devdopm:entArem; 
{CDA) acm'°'s Hie City, :rndi ,ts the W~i.rerfri:iut ~rea of N<irth P..dinblirgh, the need for car 

de:penden~e w ~H:ces~ emp1oyrnent, n)s.id:ential and retn:il areas. shoukl be mird:r,1i.:=stxL A tram 
i,;ys!i~m wiU en:sure but fh~re is effective, high qu:ahty p\lbHc tr;insport linking the City';:; strategk 
develupme,nt am'.l regencrntkm sites, for e:<;rn:tple, Line One will pmvid~ high qudrt}\ fas:t arid 
reliable pi;iblic transport cormections between the City centre und the '\V aterfmnt Granton 
de:vebpmeut. W.ith<mt ~i tl"'am sys.tern, His likely th;:itmajnr devdnpments •,vill be le~,s 1ikdy w 
succeed and where they dn, will ci:mtribute sig11ifo,'.ai:1tl) more: k) City wide cnngestion tts a din:J;;t 
ws:uh of the foifore to imegrnteb:nd ,me ;)ll<l tran::;pi:irtpr.ilides, Such deve!i)pment:s will dw be 
likely rn be diverted to k~:s :wstainable locations in the gretnbe:!t ai:tJ efaewhe.re with ler::f> 
potential for effe-<.:,ive tnmspon ln!egrnliun, Tt,e impi:irtnnce <:)ftramto permitcontimiecl 
development of North Bdinb-urgh is dea:rn:lns.trBtcd hy the pwpo:;;ed redevdnpment of the Le:ifu 
Dod~s :.;ite, Thi,,; ,.viH not t.i:k('. pface 'Nithmit 2: lrnm ~,y:;;tc:m t,J s.~~rve the area, 

Trnffk CmigesHon: Trnm, rntber thi:n dl:re:ctly redncfog exi:=stir:g rnngei,tinn, will opern!e 
primzrily to permit fortber devd<iprnerH withnutnggrnvatlng addlt:inm::J am,:•ei,titm, The tram 

.. ·. ··. ~ 

s:vst'en, has. !he :' : · i·ial ti:; re<hice trn:ffk .c<ing?,t$tlnn by c:ncDU,~ll;ln~ dtjven, t<:) rn,e the tntm 
~, As othtr trnm scheme;; in the UK have :s:huwn, there i:, grea.ter potential for 

rnodd ,,;b,t from <:nrto ir2,m tbr, to buses, <ir guided hts:es, pr:::rtku:bdy if the irnm fa in 
f,perntlon before the de:ve]upment wmes onfoie and trn,.1d patltrns h,1vc: a:lready been 
e;:;rnllH;,;hed, lr1ixhl shi fr frmn rnr .is a 'key objixli ,e of lhe Locd ,md fkg:iond Trnu,,ipnrt 
Strateg.ie:, becaui,;e it wiH help to relieve the pi:obkins of traffic eongestii:iu thaui:rc: e:xp·irrenc~~cl 
in foe City and the, vdder reg.i,.m. The a:na1y'°'is ('.t\nie-<.l om by Matt Mad)<wild ,_,n Lbe One~ 
foifo\vlng sttm&ird STAG methf.0ology shov,..,·e.d thm lhis line: wtmklpwvkk ardnfr:dy high 
kvd ofbendhfr.tI non user:;; of foe tram, :more so thHn for m,ers,. An cxpbn:Hion for this. h; th,1t 
th{.'. rnodel1i:ng work prediets ${.'.\"'ere eongeHion by 2026 n:nd ,rny redaction in Miigestion caused 
by nm(hl :;;h:ift,. h<i'Never ;,:ni.:111, couklrc::;;uh in a s.maH hc:nc:fitto a large numbe.r of pc:lf)pk 

travelling. 1n re.:11:ity tbs meam: that as wme car usern 5",vitch to tram, capacity h nd!ea1,ed on the 
ri:iad network which cuts journey times. forremainin,g car drivers., ln addition,. foster jtmmey1, for 
:re:imtitiing bu::; user;;, aswdl as fru- those :sw'i!d1ing frnrn sbwc:r bas to fa:=ster m1m provide 
<ivenJl 1:le.-nc:fit:;, Thus the: de-wngestinn bem:::fils are predicted to be cximubiivi:lly significant, 

Forecast tram putrnnnge i;; an:nmd 9 .5 milli@ p~i:ssengers in 2011 'Nbdi w<mkl grow to just 
:under I4 rdllimi by 2026. It is m:'.ogn:ised howe:ve:r~ that sonie bus jc·urneys ti:'! and from th<: City 
<temre or which pa:=;::; through the Ciry centre w:iH be m.lve.rsdy affected by the redudio:n b 
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highw,ry cap;:;z:ity. 1t :it: hr;pd ih<-:it thif;. >'.'.an be (\Xll'.1k:rni:ted by bus priority schemes tn rniti.g.ute 
these f.mhkr:w;, 

Enviromnrnt. ... The (\:irti1(H hb ,\ 3rntutory resp;;-nsibility under the Envfa:wn:ment Act 1995 to 
'.,i,<)tk l<) <\Xnply with the m'itiond ,rk qt,ality ot:jettive~, Air qu;:;fity monitoring fa "aried om 
ped,xfa;;iJly ,md. for the seven w>ihtants the C<)undl fa required t<.) rnmiitor, one was t<::<irnd to 
be unlikely to rneet its oby.xtive. C.>n:se.quently, the Council dedttred ari Air Qu;:;fay 
Management Are.,i in DeiX.'.mber 2000 C(JVering parts oJ the City centre i.trea <)n the basis that the 
nitn..,gen dioxide:., obj<.:.'.Z:tive~ art.'. Hkdy to lx.'. exi:ee<le<l in: 1005, Vebkks \Vithin the City ha'>'e 
been :;bnwa w aix~otml fm up tn SS%., d' eniic;sinm: Di nitmgen oKides, The C,nmci'l fa currently 
imi:tkmendng it-;. Aii: Qudity Adion Pbn (AQAP) in rebtkm tti nltrngen diq:dde pnlhti<m. 
Tram:; w·iH i:'.(ml:rih1te to lhe otj<TtiYes of 1he AQAP by pmvl<ling ;i, br:ge nmnber of joumeyc; 
through the Giy ,:,emrt so impn:lvin:g mohilhy a:mJ ac::..\%;:;ibility but withnui zddi:ng tu ::..current 
l~vds <l nitrogen dkixide M; tntiru; bst t{'.f(l <.:.'.JHL%it~ns <tt point nf uc;e, 

Tramf can afan be much qtiii::'ter th;:;n bu;;es providing a higher quality environment for t!w$e 
living, 'Norldng an<l trnvdHng in the area, Given th{; Counc.il':~ fo"k of direct contml e>venhe 
rypes ,md agt~ of b1~G~s trn vdhng thmugh the City C{;ntn.\ and it:-:, inabllity w direi:t bus operatnrs 
w either n::tmfit o,kkr bllS{'.S with dta,k;- foeh!e:r:§:im~s, nr tn buy n:ew ultematiwly-fodk:d 
btlS<'.:.;, the Conndrs; dire<:t inflne.iict o\·er th"~ specificar.lons o:fthe tram wi.H alkl"v it w make a 
much more ;;i_gndk<<im ctmtribuHon to <)ir quilli.ty tnhan<..'.ement, z:ompi:rreJ with bu1,, The 
Coundl i:, -:wn:ently working to e$tllblish th!:! muc:t effoctive meuns ofreducing e.mi:i:-norrn fwm 
hm,e:,, On:cj~ this work ha,, been flnalheJ, the (\mndl will :ieek w H~ttre frmd:bg to .t.J,SW'('. th~ 
:1ppmprbte teJ;;l:mnlogy ran be appfied to the City'~; bus fleet in ,X.M>p<.:.'.Httiuu with thJ~ bns 
operatms. 

Soda1 induskm - Thi;, can: fy~ fadhtat(..'fJ by hett-ir public transport, \vhid, allows impivve.d 
acc<'.S<> to j<,h:c; rind servke$ for those without access w a car. Althm:gh Line One will n<ll ::;ei-v<:: 
,wywlwr<:: net currently ~;erved by bus, .und 'Ni.H have gre;;iter spacing betwee.n c;h::ip::; than bus has, 
it win si,gniik,H:1tly rducz, pubfa trnnspnrt journey times a:n<l greatly enhance the rdiabifay o.f 
trips from tht: non:h i;f tht~ City k, employment centre;, (Gyfo, .Edinburgh Park, Gogarbum, the 
,:\irpnri ;;Ind N<:wb:ddg(i in the '.1<ie:'>t, a~; wtll ,b jmirneyt-, :icros:,; the m)rth Gf the Chy, For those 
living ch>:s<: w ,I :stop, this v?ill prnvkk ,t :sig;nifa:;rnt bt~nd'it ahhungh fnr tho::ie frnng between 
:;tups walk tirm: will b<~ incn.x:::;ed ~(impm:ed tt) the bus, This will he pmtbHy offset by the kvd 
nf frtqueH<'.J .tnd ,\•liability tnut, ofti~i~ ti:11np,H:ed to the hu,,., in tem:i;, nfjourney time :,;avlngs 
for exmn:pk, i<'.omprn·ing :\ithtdukd hi;is journ<:f t:in:1i-~s wirh those scheduled for the tram, and 
t<iking iitl<.l 11~;;:'.oi.rnt v,,,Iiting hffies), it is pnxikr<'.d t<) prnvkk the frl-faw<':ing journey time ::iaviugs: 
Ro"d:;;1rn Con:idor /Pih,}n t() (kertn Tl:irminal lb:)\th 1 O+ minute,,; acce:;;s times tQ Crnnwn 
dewth>pment rtr<:'.<> will he improvtd hy W or rnor{: mii1ute.s from mmt ofI:dinburgh: acz:ess time 
to }fayrrnir.kd fo:rn1 (frnmon ar::d Ldth impwved by 5 <)r nmre minute:-,, The tram therefore 
imrrnvec: acM%ibiHy for many in travdling to emplnyrnent, etlw::ation and khure nppnrtunities, 

Integration ... Tix, intro,foui<m of tnini will :pwvid<: n:n ()pportunlr.y tn sig:r,ificuntly impmve 
integrntlmi bdw<:.en f.f;In:-;pnit mode:-;. T'b('. major 110\'cmrnge here is: lhH integrntfon can be 
pbMed h<:1fore ihe :;;trn r;f :,ervieec:; this is mii:ch i:nt.lre cffoctive than trying !D w;;hkve 
integration between ahea<ly e:~uhlished ~e,vk.e-:;;, The trnrn: operntnr rk:-signate i:-, re-quired tu work 
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'<V1th bu:, ope:rawn; t<Jen;:;u:re, in:tegrntiont.d\'veen the r.nodes, The inten.:hange ,it H .. ,ym:arket and 
dose p:t'.(,>~imity to W<ivedey 5ta:t1un nK'.,m;:; lntegrati<m vdth he,ivy mil will be gnn<.L These 
i:rJ:terlinkin:g :;e.:rvk:e:;, «l<mg ,_,,,,ifh the propo;:;ed frequen;;y d' !he ;;ervi;_".e, 1rn.:,m::: trm:n ',,ill diortl 
e,a;:;ier mx'.ess to employment and :::erviii.'.e a;re,i:;. The integnifo:.m nf 1he bJ~,, rnil and trn:m. netvrnrk 
wnl rnea:n. <:orrskfornHe improvemt:'.Ht for thetrnvdEng pulili~, Thi;; c(mk 1eaJ to demand for 
additional fix'.Jer se:rvk:e:.; tn tht:'. rnai.n network thiJ:; frirther be:nefit;:1 ln tern.is oflit'.lth lnkgrnti<m 
,rnd itidu~im, 

Ac<.'.cssibHHy , Trmm·: ,ire ~-i::.:;;e;:;i;ibfo w pet:,pk with rnoke:ihty impainnents ,i;; accb::;; to whides 
and ~tt $.Wp'$ v:;,tll he folly acc:essfob b crnnp;;irii>lm. ,l little mum than h,df of the LB 1ket has 
knv fo)or ,K<:es$ ~ttplNitm ahhotigh LB;ilt:f re<Jufred under the Ditabllity: Dis<:rhnimHlon Acuo 
trn'<·e dl 1hdr vehide$. :u; foUy <:ompliant k1w llrn)r \'ehkk"' by 2014, ff <:urrent kveh. i:&LB fled 
replilt('.1l:'lt)i'.it ~ire m;~intain<';d, an their \t~hides will he folly iiu.::ic#:ihk within sh year;:;. Even on 
fow ffoor bt:S('."' lWW('.\('.f ihcse buses, a,::i;('.$.$.. for 1x';i>pk with mnbHity impai:rrm.~iit::, <:::aniX)t b·z 
g;ua.t;mteed dU('- to inci;m,.,iJerM:e. nr ilkgal p,irkirig; of Nherve:hides M bit~ Hops,, {lnci/.:)r pno:r 
driv{'.f discipli:tr;-3, siJch that th<'. btis d<li% ri<it H'.{lth ihe kerb. Trams will dw,~y~, h,,ve acce~::, to 
$.t<.-p:e; :md evei:y tt;iJi'.i \t'in bs,; ksd 1x,ardirig, for peopk with 1nobHHy hnpainnents 'Nhrdivc 
d0$<:: w tram swps, fot': tram \vi1l therefor<'. rnprest:'.Ht. ;i, rnu}or iru:pro,t~tnem in th<: pr:ovhion of 
fa,<:essibk pnblk: tl'.JJlSJ'.K)Jt. The greater dh,.(iHi<:e between steps will ted,.Kc act<:ssibiky for S<)mt 

dthuugh the guannltted kv~J aixess unc{'. at the ,;top will rxnvide 2: btmt:fit i:1v<'.r tht, CWTfl'.it 

sittwiiori nf ,icc:essbg hises. 

E(.-otmmk n.>t,wncrathm" tu pm·ts ofNnrih Edinburgh, r{'.geu£nH:irni rs a J:t:y prkidty. 'D:am 
enuhk~ tht~ devdopment of bi:,wrrfidd "'1t{'.f, by prMidi:ng suStai:m:ible trai:::&p<iit C,)n:rted:ions tf.l 
area"' dthet (:rn:renily pnody &crwd hy r:mbb:: tnmsport M expecie:nc:iB,g(ongest1rm, particufa:dy 
f(t pNi.k titn<'.S. Tli% tlKTdor~ c,m .~ig:niJif;;rnt)yGomrfou.{'. t<i City:regenerat:ior,, fr1r ex:ampk, 
with<mt Lh:1e Ont~ it is ,rnHbly lhe ku:g<'.$.cak l:<::'.{k vdi:tpment <if Ldth Dod<s (\)HM g{_, ;1h£ad 
b:ifogirrg with it high quality b'?iug, leisnr<'. ;i;nd ernpbynu.'T,t opportu:r\llie;;. la addition to 
openriig q:t hrownJi,?ld k\.,~d for nxlevdnprn{'.U1 ;;md despite the diffo;dly in qu,Hitifylng:, 1ds 
p:rnb,ibk thtt the !:rain will li;;i '?{'. a p<.isitise lrnp,ict rm the irrnige uf the area ~md hence bdp to 
Mimubte hmhe:r inw,ird inve~tmetrt For "'~tt«in emplnyer;:; \Vtw:;e workforce;;. m:ay be mnre 
th{ll:l u$.,1all y rdill:l'lt on :pnbfo:: trn.rmpo:rt ;it:;i-::"'", tlm trnm may act ,is ~i Gitalysu:o f.Bic~aut{lge them 
tn 1oc«te Jn <'We;:i:$ th,1t tfo.~y would haw [Xt~v:lunsly d:iscnuntcd. lnad<liifon, by (:ontri:buting tn 
redndng growth in congtst:ion, trnm w:rn be ;;issistlng; with mai::H~tinlng the cc{_,iwrnic viabWty ,of 
North Edinbw:gh, 

Sh~ftscape · Linked tci {'.Wtiornk: ngeiierntwn 1;; the inmge of a City cnnveyed by its 
$.tr<;dst,rpe. In spite of its lrlst,,ri<.d impnrtan('.C, 1xins <if Edinburgh's rn'bwi en droru:nent ate of 
much po<wer qmdity thM i~ .. k~i:rabb, E1<periente: in France h;;i;; shown thttt inve:,tment in tram:,; 
h:a.$. been ttl<'.d <1$ ,t rued1,rnisin 10 iniprnve :-;u-eet:K,tpe and r:nvinmnl{'.tit\d u:rneni,y in genernl, 
lxi riglng both tWl'l(!l'.f:k ;Ju<l ;·wdaJ bet:e:fib, 1n rec<ignitinn cf lbs inrpmtu:nt role of tram~ a 
Ti-am U:d:;m1 De,s:ign ]\..,timmJ }HJ;~ tX'<'m, ~m<l is <:Ontimriug lo be t!eveloped by the Cuunt:iL 

Relfabintf. Tmrns ::m'. :mnre ndi,1He tlwn bu;:;e~; fn:r twn main reasum: firstly, they tend t{) 
b<:nd'lt fr,._,m gn~;tk'.r segt'C'.g,1timi frnm gni:eral trnffic and are thu~ pmtected from the vagaries uf 
t:d'fk o)ngestii:11i: ;ind, Sf,:,>ndty, 1bey geiier;1Uy utW;;e ,Af-vehtde tk:ket$,iki; \Vith mdti~d.:mr 
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htJMdbg, rather thin only tht <bver selling bcket$, whkh redw.:es dwd1 time an<l lht vanabflity 
d dvs.,tH frme ;,it :S:ti:1p$ cornpure.,J with bus. 11 is tfo:umi,.:a:Uy possible faat bm; operntkm codd b-~ 
modifi::.d w pnxli.ite !he ~,trnt' kvid ofrek-il>ihry. ffowe\/er, the Cuundl cannut require bus 
<1J:it:niti:m; ln the Chy ti) di;;iog;~ thefr tkh1 $~:iks a:n.d boarding metk,ds, hence ilie much greater 
rehahifoy <)f tnim~; i:,oniixmxl with bus<'.~. 

1-hgb.:r kveh of ~;egrtgatirn, ah<1 p,'.>:rrn:it tuim,~ M ;,lttain nmch h:ighcr avernge sp<:eds th;:m bnse:;:. 
Um: Ow: WGuld hl1ve an average ~;peed nmund the '<,vb:ik. rorne of 23,3 km/h, Rnses in st.and.:1rd 
urhirn opernting c,mditinns averng,~ ;,rmw:d 14 kmlh. It is theg fo;1tmes 'J<"hkh mean t.h::it tram. 
<:carmoi. be n::atcfa~d try the cuttent bus nenvork sin;::e ii ,niik,::s mN<: stops ,)ver ,1 $hnilar drsrnnce 
route, hu::; kmger bo:wding time'.-, th:te m ticket paymi:nt o:nboard and V(tlidatio:n of passes, as -,,veH 
as fack oflevd acee"" on JI pmpnrt.ion of the hm,. fleet ,md i~; often subject to the ddays caused 
by m,Xii:d trnffk: im-;,;treet rnnncing. 

3.1 O North Edinburgh 
3. 1 O. 1 Sodo·economtc CharacterlsHcs of North Edlnburgh 
Despite ,, worrdwtde ecow:m::.k {low<lown, Edinburg):i's econnm.y hm, weuthered tht. r,;:_itiDnal ,md 
lnt.enrntiornil duwnwrn faw,nrnhly, Resea;-ch pnblfahed in 2H!H wggest'> faat .Edinburgh wlli 
bvt~ the fo~k:St gtewing tel'.momy (if iiny m;1j(ff UK Chy (lYe, the period 1999- 2005, refkcting 
the i:m:p1:irtinc0 <l tht St;rvice :'l<\:J:or, in parikubr. ifoar1d:1l strvkN;, Unemployment is very fo\v, 
:it ;JJ\1Ui'<d 2% ;:fnd lf <:\J,,-t;dtd m rem;:iin very k)w :in the period to 20L5, 

!·iowever, th'.H'. ;;if('. i;tUl m·0<i::; of f.\foihnrgh, whkh i;xp·.:.ri<ince higher kvefa tif'unemployment 
The key ~,:inc;~ntrMions tYf tmcnrploymcnt can bt fn;md gener:1Hy in North Edinburgh, in 
pud{'.g i-n Leith ,wd, mt\;\; wri:h:;spread, ln ,in~,i;~ ofGrnnwn, Pilt<m l:i.l'ld Muirhow;e, 

l'hrth Edinburgh hm; ~i history of s(idal tkprivation ,ind (!XdHsion. A l.999 s.tudy hignl:ighied 
the ggnernl t-ind,l! i.ind ('.~(1-nonik ('.htmkttd~tks (if partiwbr h:nportancc: 

• Tlfr:; are,1 has larger hnu::;ehokl siw:.,; then the City a:mi also mrcional avt.rngfs. High 
p,·nportkms nf the,;,e ure large l:wusehdds with <.:hildren imd dderly; 

• This are,J ha" ,ct yHunger popub.tion than Edinlmrgh as a whole; 
• The majority live in nmte<l, count.ii accnrnmo&don; 
• 6(lfo- of people dt} not 1w.ve acces:, tn a car, 11ii~ cump~ires with 40% of Edinhirgh 

residents with no ,Kce:;;s to :1 ::.:ar ,rnd 3::?i{ in SiXJtkmd uvernU; 
• The im~foriiy is empbyed in thf- ix-rvi<:t ;:1n<l $.ldlkd trn<k secttirn; 
• A sigmfican1 prcp,)rtion, tstiff,ated tu Lx~ thre<~- tirnes the S<.:<:ittUi aver.ig;;;;, tr;rvd to •.vo:rk by 

bus; and 
• The cost d 1rnvd i:,:; a bv,1 factor whrn n>n5id('.ring bniers to l<Jt;A job;;:, 

Empfoymi~nt paJt,~rn" were shi;;wn w n:'.fb.::.t tram;pwt links. t w~is mJggested tha1 \ViJrk patterns 
•W)UM zxmtirn:ie tn he affo:;t<::d by acce~sfbiHty hy hm; and fr:"~)t The main gr1JwJ1 ~iretl$ were 
vje<,ve<l tn be s~rvice '.-,i:etor i:mplDymenl ii, fht City <.:entm, the Gyk and Edinburgh Park. lktter 
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p:.,hhc 1rans1xirt bnks tn t!w latter tw(l [nc,nkirn, in p,lrtkubr .Hi'. rcq,iir(:d to ('.rlable a,::;;:ess tl't 

(rppo-mmltlcs. 

Tbtse fiti<liiig~, 'We:ri::. rdnfoi<:dl hy a frinh::::r swdy c,iirkd out in 2000 whkh fog;hlighttd th<: 
t,.:'.'.li~mce. of thest t~<irmmmities cm puhfo:: n:imsport .and ihe inude:qiJ<'l<'.)' of <:Hi>re:nt c<iniwctk,ns w 
ftwa;:;: ,.>[ ernployine:nt both h, Leith aiid in the w<:si of the City, lt sho-dd ~d:St) be ris.>ttd th.at, 
whilst i,ndks. htivc C()ll<:MW,1t.cd <m !ht n<inh <lf Edit,hti:<gh, $:linifor issues arc :th<l apprrrent in 
Otli<'.f arc,1.,s, iiiduding Leith, where cl<::;;pit<: rt,X'.Ht n::gener;itit'm, :mcial clepriw1tion und excJu,,.;fonSc 
xr:<m,,il't~ a prohkm. 

3. 11 PopulNJon ol N<>dh EdlnbufOh 
Edinburgh':;; pop,1bti<m l:,; ~et w gn:iwth frmn 453,HOOto 465,HOO between 2W)l and 2011. High 
dcii:;;ities are fr,,md in '•'i::J:ious ar,~,,s including I;t:ith \Valk,ind ink\ Leith, Newhaven and north­
west Edinburgh, iu ixirtkrtl;ir, Gr:::nton, Pihmi <md \1ui:d,ons<:. 'Hiese ,,n>a:;;,. an<l pih"1lrnhr'ly, 
Grantl'.Hl nnd Ldth D<i\;b,, wt "uhj<c~ct to maj-0rdeve.lopm<:ntpl::,m,~, induding ref,.i<lenthl 
Jevelopmtnt:S. It is th<'.:H'.:fore css<'.ntb1 i<'.l ensui-..~ th;ii th<7 <"re adeqn,1tdy "erv(.,>:d hy puhlk 
tr2JlS}'..1i.Jft, n•'.'.<t only in t'nh,mce i'l('.Ce,%ihdity bi.I! ti:1 ~~nsure that a pnt<:nti;1l workforce um ac..:ess 

J<ib". 

6VX, i:1{ housdKikls in ,Nnrth hiinhmgh di'.l nnt have ,Kees:;; k) a z:ar. Thim the.re is a ;,,tmng 
<.:<Jrrebtio11 1%1 ween <treas of bgh piJ.tX,latloa <kns:lly, rncnme ,md depd vatkm and tho:Y~ withrn:it 
a,:.<:z~ss to a ca:r\ 

3, 12 Transport Prohk:irns in North Edinburgh 
Currently, then: are gafi:.; in il:e: public tramlfXllt '\J.i$tera, whk.h <.OJ1tdbut:::: to the fotk of ~ax::foJ 
indtisioa, Odi<'.r th,rn LE ,servito; 2.L 24 ;,ind 32., th<'.r<: il:W fow direct :;\~Jvkes to destim,tforng in 
the west of the City. ti ;;;iwati<J{t tlvit couM bf. 1,,ignHk<:1nt!y brprovf.dtlwotig:h it mun interchitnge 
,:tt lfaymftrket fa ;.:'itklhkm, th<:r0 ;inc<ti1gi;:,;tkm l:,;:,;ti('.:1<, ('.:e;p,'.d;:dJy fo?.<m e.ast to west ;1ciw;:;; nonh 
Edhilmrgh; whir<'. rn:'birnJ bu:-; f.;;;rvkt:!, have tn n<ist mttl•)r artetiab; imd ln •Jther p.fac,>.s 1,vhen:: 
physkal c1.mstrnint~ do ,wt permh th<: provisl>.m ()ftn:;::1..pdority, T.M:1. ;,;;;Jn m~ke bus jonwey}; 
acmss the ,m~u ~bw, p,fftku.larly' at pe,tk times, A trip from CreV4('. ToH tnthe: GyJe by bu:,; is 
sche,foled t<i take 30 niimst<:s at :p,e;,ik llinei, {but niily wdJ rn'ke kmger, dtperiding Nt traffic);, with 
.segrtgmi:.d rnn,iing fbr alitH:1~t the entire !rip, the ~,ltH<:\ Jmtn:lt\Y by t:rnni w<mkl take ;J{x)i;tt 25 
ininurts, iw:.bding ,} 5 iriitmte wah ,t! the ii)tt~rdiange pnint ,it lf:ty:armrkeL Be,:,m~e <if g:re,itct 
kvds i)f segregMion frNn imd pdoky {)Vt~t gt~iw:ral tHtffk,, Harns will in g1.n1.rtd offet gi'i'.Jtfi' 
kveh of reliability than bnse~ ,ind c.im.~tquent:ly r,.~ductd w·ilting times, 

f r<:,m the ~tbove,, h (<'tn be ;;;:::-;,;n that Trnni LlM On<: wHl t<mtribtri<: to addtt%lng a number d' 
issues :;.ped:i'k to rforth Edinh11rgh, lt wrn (~flhMc,~ s<1cial irtdn~if.>n hy improving accessihifoy m 
Jobs, socbJ Rfld ht;Jlth rnre frKHht<'.::1 ln ~m area '-'<"llh pock<:ts of rdativdy hlgh soda} i;foprivath:m 
Md h)w Ctff ;)Wi1t~J'shlp, 111i" in ttim increases trnvd nptkms and (tpp<.::irtunitie:s und thns 
(\.'lntdbHtes w a high<'.r quality of hk fbr tho:-.:e living and wrn:'king in North Edinburgh, 

3. ·t 3 VV'hy not other public -tr.ansporl: mode~ instet:'id <>f trarn? 
O(hu limn rait trnm i;; the mt;,,.;t expensive put.lie 1rnm,;pnrt opfam. There are hov~'evecr good 
rnasQn:,; frg ~:electing trnm rnther than other <;ptizHI~: ::mch irn enhaw;;d bus pri<)rity or guided bus. 

TRS00000049_0036 



-----------~--------------------------

The VlEL strn:ly i.:arried ournn Line One, known <H that time as the \Vat<".rfn:mt Ttansit projei:t, 
t'<Jrl}:iiciered various mode::; <)f public t.rariKpon lhM cnukl be ns<".d on the rout<~ ;J,i<:1 <:n:anpMed 1,1 
det,il trn.m and gu:i<le<l bm,. The sw<ly ,1pprnised trn<litiond h:i:c;, m1:in<}rnit p,kkw:ays, magnetic 
kv1tation (\,f/s,{:lLEV} im<l peupk move-rs a::; wen ilS g-uldd bus rmd Jight t;ip:id trnm;it AH but 
LRT a:nd guided b1.rn were deemed not w meet -pmJed aims and ol~jtcth--es for :a mtmb<".r of 
re.awns. Thet:e indu<leJ: lack <:Jt' capadty; bablHty to integrate in a hi~:tnric City centr¢; bigh 
maintenance CU$ti: und li:wk of flexibility for future extensions, fo terms of compJri:\.011 of 
guidttl bus ;,md LRT, the former L k,s expensive if.l implement hut generates Jess pz.tmnngt <'ind 
heni.:e ks:; ,e"'·erme than tram. Guided bus temfa w he k,:, z.cce~:sibk ,md have a lower kvel nf 
comfort due!{) irregularity of mH<l ::;uda{;e, 'rt rends tobe perceived. as a n,:irn1d bns by the p11bfo:: 
and ha~ incre:a,~ed 2ir quality and n,Ji::e tmpad::; fbrn: trnm due to ,g:enemHy hdng diesel 7:ivlererL 

On this ''mid/' it 11;: :;te.erd by autcn:m1r guii.:k,,vhe.ds tlrnt en:1pge whh fhe skk ef the guidewJy. 
It has enji:1yed so,rv: :su<'.i.:e:c;:-; in Let-:ds tind iri Brndfon:1 in the UK, and nwrsea:\i in t$.~it\l'r ;)Hd 
A<lda:itle, and irffen. the ;;idt';intages, i.:n,np~tn~d with tf;,tn\ of being chea.pe:r tn l:mild ai:1d JnNi\ 

flexi:ble in it~, i,npbmentnicm and ,)perati<:m, siu(:i;. ,,t ;.~;Jti _rnn <•n nc-tru,:d r<md whe:n ihere is ni} 
guidt)\VllY av;iilable, t·,foii~thd~:c:.~ it ha:; ,1 rnimb<'.f of di~rndvantnges. compared with tnm:1.- the 
mo:St s:ig:nifo),rnt of whkh r1rt H;,;te<l bdow: 

• where there :ire high How::;, its t}pe:rnting ciistf., pet p.i~st~nger Mt higher tbw i<)t trnm 
be.r;_,u::;e ,n0re vehick-s are r~q:iired w ettry the :S.a1:r_::t flO\i<', An :~nkufatd g:n:ided bu$ ·will 
t:iJirY <lround 120 pi}:i~enger:s ,rnd a tnrm ,,n>tmd twice as many, Thi~ is. a ~:ignifk-ant faciur 
for Lme One, given the hlgh flows thM sire pnd:ktetl from the i-ede-velopm<'.l)t of the 
(:kanton and i,e1th ;;ireu_;; whkh are: pnxkied !<l ('.rnit;-Ibute <l:l'Ound <1ne thl:d of the dt;:mand 
frtr Line (lne; 

• becwsi: it ,s mfirn akin w a w::rnrd bu:,, it i:s wiHkely that it wHl lx given B;CS- much priority HS 

a tram fo ::;treet nmmng sit,JatiGn}:i. Tbs can lit exphlutd by tht frict thin the trnro h; viewed 
a::; u different entity w the bus an<l lherefrm: crnrmiands me-rt supi:x1rt for priority at the 
expern,e nf ,Jther trnffk Chan the bus bmh in tenri}:i i)f ftublit <1nd 1,:10Uticill snpport If it is 
given k}:is prinrity ,twill tt.~ sklwer and, pe.rhapll more, imp<H·t;1utly, u·ux<'. un:rd:iafak: th1rn a 

tmm: 
• it is diifirult t0 in:sdl _g11idew~,y v,<hm:. tht'.Tt: tre fm}t1em cro;;:.,s:ings of fo:;. g,ti,:kway by other 

trnJfic }:iin,<;e it hus rnist.d brh --- it :;;am1e1 be Hu:sh like a irnm tr.id ilttd hence c;1nnN easfly 
be integrnted mto ;.in envirmrmtnt with :,igiiifkant pedestri<ln a<:tivlty; 

• ~p1in, bt,;;ause it ,s mnrn akin ma nGnnal bui;, guided bus ha:; a kss favnurnb!e irrrnge than 
t:ntm, it tcnJ:s to be rmii'Ae:r, ~md m0re r.xil.mmg when <lieiid pmvered and <lfor:s- a poorer 
quality Gf ride a;:; u retult of the cnrn:Jition i;d the m,id Stirface. The tram which ni.ns on 
trn,;;ks, provided foey are m{dern, offors u higher kvd of ri<le i.:rnnfixt. C;:ird'd .:lesigr:1 tan 
to some extent nvtr<-.:(i:mt- lht-,,t pnibbms. as ~,hown by the {non~guided) Zuf4fonx,mt bl.mwuy 
rnmiing frnm Sdiiph<A Airport tZ? lfaarkm in 1he Netherfan<ls, but th~ _pcrceptkm i:if tr;1m 

will n0rmilly b~ better than thut t.-f guided hti-s; 
• muny of rhe are.a::; lb: routt will p~itt through, wdi as 1fa_ynrnrkd,_ Prim:.,::;_ Stre('.! Mid Ldlh 

Walk havf high kwh of p;;:i:kstrbn ;~ttivity this the ,§Widewily5 trk~mseh\'.t: -..vmiH then 
npernte 1<> c;;iu$e M:ViTiH1<:s;:'. for pt<k,nd;)HS i.:nJssing tht:$0 main r<ititr~:. Whhou1 tht 
gu_i,:kw,'uys hi}wevt:t; the ,s_ystern opt)nltts ,~s ii ti>::YrtMl bus therefrire not pi:,:iv:id:irig the 
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f.•otentiii1 rui::Ci.k! shift bt\11efil8 of tram, The W<'.st F.dinl:mrg:h Hr::~way Sy:'\h~m (\VEBS) 
cHnt',n!Jy lx:ing i:ntpkr(lt(ltd. wh:kh will Hnk Wc:MEdi,tbutgh to the City <::entte.has ca. ,;e.ctksn 
<f g:}lided b:.lSMl}, Thi;c; ~:ecti<,ri however ls .kx:aK'ri ,cit the v,>e,;tern extremity of the route 
where -ptde:;trir:.rn\trect acftYity i::; ext,emdy l(y,.v imd hence :,evi:.rn.ncc i.:,;~:uN: arn :.:;light, 'fht­

fadilty \\ill eni!urn iI refobie~md faq joi;irw:.yhrne n~·er thi8 section before .:nmiging hl nn­
street rnrming doi!er to the City ('.tmtre.. Thi'. \VESS system. h,is betn built 'Nith the ~atahinty 
of ::.:onvernion to rn,e by tnu:n in the. fotun:: ,rm! will be,:xmie 1xH't (lf the Line Two wnt1; 

• the mmldhrig :rernlw fr<mi the Fe.,isibihty Strn.ly-fnr the North rk.1inburgh R,ipid Trans:it 
study predi<.'.ted that drnoi>t twke ;,;i~ rmmy :penple 1-1er year W(iukl uf;;e ~t irnm ori thf Ui;('. Ont 
rome compared \'<'ith gu.ide.<J brn;; ,md that th'. tram \v'nuld return an o:pe:ratingsutplus iJf jnst 
umuntl £:S milHon per year wmpctred w ,.1 very srnaH ~ur:plw, fr,;.r the wi1Jed L~us, The Nnrth 
F...<linbur,gh study czmKi<len::d the dfh::tiventi!i! <)i' ,l guitkdbus $)'~tern.a:n<.i<'ordm.fod thut 
\:Vhtht suafay bu'., technology :'shmld heciJn:,;ldered ,fa a pogihk interim r.nem,ure tu rrn:.et 
;c;hnrHerm r.rnm;pxt demand1-:, a Hght rni1 l<}$tem fr,r the No:rth Edinburgh Loup sh(mldbe 
aduptetl w1th m<mitoring of dewh)pment$ i.n adnmz:ed guided bus tedmzilugy, therefore 
gulded bu!; techndogy w2,i> not found tn be H Hlitable long tem, ~ofotkm for n'.l,:\88 publk 
trnm:p.m. The w<)rk by Amps to mk<'.- for;,,ar<.t LRT propo~dsfor the City C(:im::'.luded th;H a 
network nf line:; wntdd ~tcfoest~ hnprirtrnt economies,.rndrn.:t~ the f<)rel'.'.,lSt cip:iti:l <:o:;.:t am.i 
imp.rove foe- frnaridd cat<'. for fdl lb<'.s tb<'.refz)rt, the :cn:,tximuni hen<'.fa for the City will be 
gleaned frnm the pmvfaimi of« ,ietwork of tram lines; and 

• Guided bu8, wiWke tram twi; refotivelyfr:w applications w<w!dwi<k ,md thereftHY dOK:«i l:\N 
have the ''t:ritx.! ,md tei!kd '' k::.:hlKil<)gy of tn:m1 . f<ir kerb gu:ided bzh~t.'.S- tht.'.rt ;1re 1:id y 9 
;c;ystems 'Norkhvide, 5 nJ these are i:n the lJK nf whkh the rnax.11nurn kngth i;1f gui(kway is 
25 km, Thei!e syi;tt~m~ are a mix d g\ikkw,ry :.rnd (m-streetrwrnlngi Tlkr~ ,ire S n('.W 
gukkd s.y:,term, w<.wkhvide, Thi~ inw>lv{'.S th('. t~ntire T(iuk b<:'.i:rtg gzi:idfi:L i'-kmr. of the:;.:r.. are 
in the UK ln <::Dmparii;@i there ure nrnun<l 4@ hghtrail ~ysterns h the wi:tdcl. 

3, 14 Ccncluslong 
Edinburgh biiS a de&r Med fr)r a trurn tystem, The nred frw sii<:b ~l tysttru kt~; btiin h:knt±:fkd iii 
Hjti<iril'.11, tt~gkm,1l Mid focal ps)lky l\li' a n~irnhef i:il' }'fl'.ll$, faidtd,, it hr,s bt<:n sp;dfa:;iJ1y 
rdem:ificd ;,ts a ddh·'''0' <ib§<xhn for ;,: rnng<: ,:,{ organis;Hkms from thf SE dnwnwac1\i5, 

Edinburgh opernted a p,J:puhw and extensi\'t tram ne!wcq-k dHring th,:. faM h;_df of the zo;i. 
,:,:entury.. Thi:) emJy form -of ma;;s mm:)it '>'fJS ren::inved t:;< make way fi:w the pmgreKK offer<'.J by 
the luv,,er mainnmarn:e and nwre flexible bl.ts. Tra\'d pane:rns and hfrstyles kwechtinged 
dramatkaHy over the inte.rveni:ng half century :,iw;;e tntm lu~t operated in the City and 11;;.c<la/::1 
szx:.:iety presents new chilkngt8. :in meeting trnvz:."l demand tz> ,md vdthfo Bdinbu:rgh. Mure 
_!X'.Ople re.quire w truvd forther on ,t daily h,i:;iK w iict,('.i>S t~mpfoyn:t,Tlt leb.1re and <Jtht,r ~fr,·iC:es, 
The rimr6ets invdved mean that cm some ::;nrri<l<>r:) in the ('.ity bw,e::1 win not he able tn pruvide 
for tht lt,vel of Jemund. 

The 1evel of Jev<'.kpment re~ulting frnm Edinburgh's strrmg ;:tnd grmvi.ng econzmry\ :in effect . 
. meant the Gry i:;; ,t victim nf its fJWtl suc,:,:ei,s. The prosperity d tbe Chy kacfa w prei;rnre for 
ne:v. d<'.vefopmertt fri l:.~>th new ;:;ti<l <'.Xi~ting dt'sd,.:ipnient ;;ireus, The main :irei:.i~ i&rntified ibr 
n<:w dcvdopi:nt;Gt in Edinburgh ;,trf fifftly, tht, North of the City whid,, J:m~ tn ifs gevgrirphy of 
bfing houndd by the Firth r1J Forth nit,imi! li.nlik'd ;;iccess <:;pfX)rt.mitit:'.S and inknsifkation d 1 
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---------------------------------

<:\ing:?.Himi i>n th:i'. <::d~;tbg a~<'.:i'.% n)utes w thi:, iireu, A :c;e-.xmd ,irn;;i uf ~,ignific,mt deu;:;rnd for 
devdopmi::nt is an:iu.nd the. gre,.::nbd.t pa:rtk:ukdy tn the. west d' th<'. City where extensive new 
d;,.:;v;;:loprn<:,H :is pfarrrnxL 1f tlic objediv·c;;; ,:d the :;;trncwrn plan :fnr the ~ap:it:it':, City··regi(!<n to 
mxrniin the <'.C(lnomic hnb <if E%t C('.ntr~l Sc<il:land an?. tt> be :m<'.t then :ftitth:r devdo-pni.ent Jntist 
bi:~ f('.fffltthx'L This ;;;~,i only bi'. ti('.hieved if rb~ tnrnsport p~,l;'.k.rge :,et out in the plan, induding ;;i 
trn.m ,:sy:;tern, is di::fr,,ered thus en«bfo,g eo-ntimie:d gn::iwtb in ,i :mHtti:nabk way 'Withotst 
ctn-itributing HJ 1ncrea:;;eJ ,xmg('.:c;dort 

The decades :;;inc0 r:he removal nJ Edinhurgh'K original trn.m f,)'t,tem hai; lieen not nn!y travel 
der:.1,rnd change, but tram t0chndogy drr:.maticaHy mtwe tm ah<), 1\fudern trams are fa;;t, rdiabk 
fully mxessfo1e an<l a.re rap;;it1e Bf c,irrying greuter nurnben uf pe(,pk in a kss environruent,1Hy 
damaging wuy than the bu;,;, This nev,; trnm represent:.; i.i $kp change in trnm;port pmvis1on and 
greatly improves the image of public.: trnnspfm. 

A mim \':{\tern will !lddress m~ny of the current pmhkms nf (he trarn,port ne.t'.vork an<l, .in <loitig 
:;o, wiH contribute to wider ,;..>:eoMmic, envlrnnmemd an<l :=;Qcial mdu;,;i-0n agern:ki m.:rnss 
Edinl:nJrgh and, pankubrly, in North Edinburgh where pre.:osurn forbrow-n:flceki de.vdnpment is 
C<'.li\~, rdenbk, l'vkist ir,1portMtly, the provi~: km tif trnm ,viH form tl m,\jQr $kp in en:-; uring 
hitegr,,ifr>n bdWtX'.H hnd use pbm1ing and mmspon zb.:is.itm-making a,1J thus supporting the 
stn.icnin; pl.in\ strnrrgy, ag well a~ m0edng <-Vil:kr obje::.:tives for in~re~sd prnsperity :.ind quality 
ofhfo ii, E,:hn1xq:h, 
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4 Summary of STAG Appraisal 

4 .. 1 tr.troduction 

Thi& section swnmari~es the :key conch1s:ions arising :from the STAG 2 anaJ:r·ds u:ndenaken by 
MNr. MJcDonald in respect ofUne One. The remainder nf thh section is drnwn fbm the 
exxi1tive 8ll.mmary ofthe _Mott J\facD<mald STi\G 2 tfocmn<:mt. 

4-2 STAG 2 
Th~ Coi;mdJ i;:; exnntbing V,;iy; of pi:ovkling the Chy with the tnimport infrastrncture necessary 
w pmmote and si;ippj:JlT ,i gnYwing k.Y.~ll e,'.orlomy <'lnd crerik,c; a hcahh% 1,afo ancl H1~tainibfo 
en vfrormient. 

A::; a key wmpoue:nt of die strategy of p,blic tnmsport investrnent in F..iJinl:mrgh, the Crnmdl is 
p,nposing w develop ii network of modern trmns. The -trmn :-;y:stern rs bdi)g devr:lnped in stages 
and will fncns nu the rm:rjcr City -tnmsport corrk'lnr:;:;. 

The STAG apprai,d hm, been un<lertuken by J.tfott MiicDnnidd on Line One, the Northern 
Lnop, linking the City Centre with Grnnto11, Ne'<Yhi.P1en and Ldth, pas;:;ing through the: 
W,iterfront de vdopment are1i and th<:n abng the li nc of th~~ focmer Ro:;:;ebmn :railway corridor to 
1faymad:.er, This line is expeded to fadHt,He a number f.tf positive be:nefits for the irea. 
including economic regenerntio11 and imprnved aC('.essibilhy. 

4,3 Sc!,eme Description 

• 15.S km of I)onbk Track infr:i::;:;tnicture {singk tmCk at St Andre<.~~. Squarc); 
• 5Wfo off s:treet~ and 
• 22 pr<)lX?Sed stop locations, 

\Vhereverpo~~;ibfo a segregated dignmenthib been pff>posj~d (where the tram operates nn 
dedicated tramway or tr11mrnad} ,-;uc:h that the ~:ystem can maintain speed, frequency and 
rdiiMlty <?f service -.vithm:it interference to and fH?m <?ther tn.tffk. The dignrnent is effocti vdy 
dtmhk track, dockwise ancl anti'"<'.:k)c:kwise nmning, thrrnighont ltt, kng.fa,with the exceptkm of 
the one ,vay loop atS:t Andrew Square (;1-pprnx:lmatdy 52Um bng}, 
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H is a;,;$.nmed th;1t the tnnxis wm be ,,;('.rni-!ow floor or total low fkmr vehicb,, This implies H 

fie.or height d' betW(>.C:1\ 3-00 ,ind 400mm. 11iis. type of vehide fats b.:'!en adopted in order to 
e:nsu.r·e thilt the iilignm~~nt cfoH'<tctei-istk'.$ wrn C3ter frir itio;:;1 c~ir:i-ent1y av,iibHe roUing i;wd;;. 

The Z-\)nttru,;;{ion of Line One is prngr,rn)me<l to ,:omme!x:e in mi4 '.!006 wHh iin estimattd 
.:xmsrm,;:tkm pe,fod nf J6 m<,:;nth~,, 

One of fa::". eady ;:..::::tiviti,::~ rqdrtd lht constrn-:'.ti~rrt ls the diva:.;izin <:.lf hiblk Utilities f-rnm 
bc:nuth th<'. H":W'.iw,ty. This h,i:s, hL~tor:k,iJly been undert,d,<'.U. either :ban u;;kaiKed \Yixb 

z:ontrnct or 1is part <)f th<: main ~Nntks cnnttatt Gene:rnJly the lndtt-;;lon of thrs p.h:i:&e "I..Vithln the 
main <:ontrnct pr'<)Vid,:s <'! H'.dHctk,n in pn>gni:rl'.m1e dw,; to the ability w coo:n:li:n.ite efficiently 
within the main <.:rmtract. 'll1e 36-m<mt:h constnKbon petk,d is base<l upon the Hti.!itk:;,; 
<liversions being. ,mdj~niken: as advance works ahead of the main infr0:~;tmcrnre ctmtract 

Capital C{;$ts are e8tim;;ite.d m £243m induding specified czmtingtm.:y (er £274m indu<ling 
Optimism Hias} t:etat a baH: point dQmirtcer 2 20()3. The ,edw:ti<~<n in ;,'.a.plta.l costs (indu<ling 
Optiminn Hi%) frmn i287miHion in the De(ernber WOJ 1),diminary Financkd Case is <be to 
foe mitigmion of the Optimfarn Bms LK'lDr as explained in Section 5. Cc•sb have been <lerive:<l 
frnm a c<.m:iprehern;i,'e &irnbse <.'.vmpik:d f:rorn;,millyse:-; d oJt-L'~ for the inf:rnstrnctun::: W(}rks <)f 

<.:nmp!e1ed :and prop<)5t~<l LRT &.:'.henw, through<ini the UK nnrently ll:<.iYh<.~d pr.ices from 
~'ehide ma.m;ifoctu:rtr$ ~,ml prdi:m.inary d:hersimiary wi)rks. estimate;-,-;: obtalmxi tbm utfiitks 
<:.'.omp:anies. The re:-mlti:ng e:$1i:ri1<i!et wke .;:icccmnt <.i th:<::'. pi'<'.viiiliilg; factors inf:h10nd:ng tbl& 
particular sdie.mt i,i,,:JwJing lrn.:a1i1)n, rdative complexity, ~nviron:ment and ;;nticipated 
prngramme, 

Operntions 

The $ingk (lVtn:rd1ing <ib)x>6w fro:n} rht open1tk,rd vk\,1-:;;,::1int i,;; to rnini,nlse journey times, so 
as tn m;l:d,r,it<'. tk iitWl<'.flWD<'.% <,f the strvice .an<l :min1miM: oper.itlng cv,t~ nnd mlHng ~tock 
rc5nu:n:'05, Th,; key i;; m ;Khkvr free t1ocw whercv1..~r fXW,ihle &o th,,t the nmning "peed i;;. the 
rr,siximHm ::;a:fr $p·.::e<l for ,·my particuk:r type nf environ:meat 

Tb,:-: trnH:$:fXW! rw~<dd fon:-<\ist$ ,l- !<,ml titne <if 40.5 mim,tet, ;)round the loop, ::".xduding <1ny 
by<wei· tirn<: :i.lfowim~:c, cquiv;iknt to ;in aver~-ige JoHrney ;;peed of23.3 km/h, The anticl:pii.ted 
frequency \VflJ bt~ 8 trM'.(,;; per hnm (i.e, 11 headway of 73?i minnte~). 

4.4 STAG Apprui.sa! 
Mntt ;\,fad)onnld bive nnde,takr:n H STAG 1 ,,ppwls.i:l (tfLine One txam\ning t:he key issues ~,f 

• .Envinv,mcnt; 

• Safety: 
• .Etml<1my 
• Jntegrntion; ,md 
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4.5 Cost to Government 
A::. part of the STAG appnw,a1 Mou l'YfatDonakl have um.k:nihn mi ecorn<>inic m:mJysis of the 
project ba:=;e<l on it:;; revetm($ ;;ind ('.O:=;ts, 

The co~:t to government :set;; out the net f.'.o:=;t 0f a pwpo:si:d fro:m the publi~ sednr's: point <if 
view, \v'hich cun then be wmpRred \Vith foe vveraH benefit,;; d: the ,;;dif.nie OJv<'.ring all five of 
the mai:r, object:lve(, {e:nvkonment, safoty, enmmny, integrndun .H1<l w::,.;J;'.'.SS]hnltj\ The eCl'.HKlmk 

lmpad d' Line One is prn:iente<l in the tubfo beklW, v41ich :mmn1ari:se;; the m(:rneti:scNi 1X'.ndlts i:1f 

the ::.theme in term;; {Jt H.:ifoty i:!n<l etJJnomy [tnd then i:ornpaits with the ;;;<ist to g{wernrnent 
Tbe PreHent V,llue of C.<x,b (P\.iC) to Govemmec11t is ~;;,:mie £195,Sm; this co1npa1es Vlith foe 
Pr{!Bent VaJue lkneflt (PVB) uf £235,9m, produj.::ing an NPV d' £40Arn and a Bene:fit Cnst 
Ratio (BCR) Df 1.2L On this b~i;;fa, lhe st:heme represenm gi:){xl wibe Jhr money, Sensitivities 
around thi~ Central Case denwnscrnte the roh,istness of the ca,"'e for Linc One:, coupled w:ith the 
benefit:, w 1he ni;mNmormtury objectives, a stn:uig C,1S('. for Line f)ne has been rn,ide, 

.···················································-----------------------------
! Present VJlue Bf Benefits (PVB) £236 million 

-·----·····i: 
r 

l Present ~E}~!;::;5:!.~~:~~-~:~ . .C~'.Yf~)~ ........... -··-········-···········il.fJ.?.~.l~;ilJ)~;l} .. _·.·~···-----------............;. 
! Net Present Vdue. (NPV) l £401nUJkm ' :,....-------""""' ......... """'------------......_.....e-_._,;,:.,,.,,. ____________________ ........................... I 
! BenefitCrn;tR,ith:i (B~~;·~~L ................................. J.121....................... ! 

The infonnntion, p<tnicrdady the NPV, is analysed in a dif:fer<::'..ntni;1m1,i:r10 the finanda1 hriKtl> in 
the rf.st of this Prdintirwry Flrnmdal Cal>c and the h.vo l>hnuld nm be corrfused, 
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5 Risk 

5. 1 lntro(itiGtlun 
Appm-pdme risk tnmsfor is fond,mie,ntd !<.J ;;ichkvi,i_g value fm nKHli'.)' fur 1he 1rnm system. 
Risks should be trnmfon,td tn the pa:rtie:s best _placed to rrnnn_ge thetn and c;,m be ·used ,ts an 
incentive tf; the p-riv{tte ,oecturtn en:,;ure tiwt the Council'$ primury -o~jectives for the prq_iect urn 
n.tet- This oub;ourcing of risk ,mJ ih TJHm,Jgement ,,=nulJ leuve the C,),mdi/tfo w ron1X'.ntnite 
oa its core fo:acti<.ms. 

Risk is ii ~:ignifa:m-it fa<:.'..tm in all majGr ::.:apit:J pr<}jecets arid a key element uf this Prdimirmry 
hmm::.:ial Ca::se ha.o been to examine the risk, inherent in the prny:c1, identifying hrw tn miti_ga1e 
rhe;:;e w uchieve greate-rcenaimy in wst and time estimute:,;. Since the De<'.ernbe,r 20(13 
Prebninary Fi,rnndal Ct~e Chere his been con:::idernbk further devekij'.Hr'.F~nt in foe rnitigation 
:m<l qucintifi::.:ation of :ri~,k. As th<~ project has pmgressed thrnugh 1(s devek)pment frfeceycle there 
hn,;, ken 1m intre;1~:ing t;,Jphistkation fo the tie app.wcich to the m,ses:::ruem aw:.l i:mmHge:ment d 
ri~;k, Ex.:1mpks of the ti!:: B<1,J.n:h; :incre~t,:hig ri.~k management frx:-11:,; are :,<tt 0m z:hronofogicaHy 
bdow. 

Ji.:iJy 2:(*0t ~ WE.L .Fea,slMlity Shidy for a Ni>rth .Erlinlmrgh Rapid Transit Solution· A"" 
p;rrt of the ('<:'.~tsibk.ty swdy r.hr; rhks M,forbted with the pn:¥:ct were identified, Uitegmiiied a:nd 
th(! imp<',ct <,ssess0d in :1 stn,cHH"<'.d proct$.$. ·for r.he fo:M time. Andernen, Steer Davie~ (Heave 
:1nd M()ft ;\focDondci published their '"Fe11sihil!ty Study for a Nnrth Etlinhurgb Rapid Trnn;;it 
Sdut\r.m" in July :W01. Thfa repmt identified foe foHnwing anws d' riik thm t@linue w k 
rdevn.m to the present d<iy sz:heme, The ma;j<1dty of the riik~; idennfied rdateJ to ~.:.:heme 
devdop:meiit and constrn:;.;tkm ,Kt:ivhes, ,i,';l :,hown bdow, 

~--------------.--..,,.--------------................................. ---·---·-, 
i lmp~d. RhkA.rea 
! 
: i.,..,., ___ .,.,.,.,.,..,.,.,..,.,,,.,.,.,., 
i CHpttd E;xpenchtu.re 
! 

I 
1 

i 

I 
I 

Pnx:urement Strntegy 

Pbtrning Requirement; 

Fr~:::nt:ige AcG,e$.$.l Tt<'kie 
f\;X,%li 

T ecrmk.al fame:=; - Strny 
Ctm:nt 

Deput focatitm, scafo lli"ld 
functk1n 

R{)Uk Length , l}';_, on or uff 
:,.troet 
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·······························-····--··------;---------------------------""", 

Revenue 

Nehvc:rk Rail 1nkrface Fket. {\)&ts 

LcveJ of :S:en1ice: Staffir:g/ 
Scorrity 

M.=iintenuncid Lifoq;de 
Costs 

Depot "kx.:atii:m, scde ~nd 
functinn 

Route Length - %, 011 or off 
::treet 

Patrt;nage/ Revenue Revetme P.n'.lleeti<in 
h,reta::ts 

Ltvd (ff ::;e:rvicc: St11f:fingf 
Senxiiy 

Fwnt:iger Access/ Trade 
1\ccess 

Consultation 

-~-fay 2002 • tie established as a HMJ~r() suhs.itlfary of City of Edinhurgh Coundl - tie wa5, 
<lffidaily eMablished with corpnra!l'.'. goven;ai;ce that set. ont kvch of ,1Hthority, roles .=ind 
rn8piJ,ijhilities, ():irt to its eorp.--ir<'lt:?. govemii:nce W<'lS pn\ject and risk man1:tgement pn:,,.:e,s;5es n~. 
part of the dellver:,v of th!'.: TJ,rnl Lb!'.:$. tie wi.H ixHHinue tn ecnsure that tht a:pprnpririte 
gov!'.: rna.nce c(rntn)ls .ire applkd to the stages of foe development {}f the tram sy st.<'.lTL tie have 
:kk;iti:fied the p:diKiple~ of aii. enwrging prO<'.urc:ment w-r-,tegy with deta:i-Js ofthc co%equcntial 
pl::wnlng and design, pmcnrcmem and u:,n);t.rndon iictivitie::; that wm d:fedivdy de~ri::;k the 
main infr:1:>tnJ(:ture contract. 

Septembt<r 2002 -EdfobtJrgh L.Rl' ;'\fasrerpbn .Feasibility Study published on behalf of 
the t")mndl • Arup Tmnspart Planning puhl:isbed it'$. n:F1rt on the fomdbifay of !he North 
Edintmrgh L,x1p (Line One), ,md \Vest {Lb~~ Two) iind Sr.aJth £;1~t {Line Thrtc) !foes 
hi,ghHghtiiig the Mmng c::ise thr indivkhial foicK and p01em:ial impmv<:n1emJ; and economies 
thmugh a tram netwmk, The i-epo:n ::;tressed key tiJ;:k as_p<:etK indnd:lii,£ :revenue in:ip.'lcted from 
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Journ<:.y time;;, m~1:d f:;,r lltn'i<:e d1>..·\'.t'~ion w mitigute rn;.k of disruption of tram <)pernto:rshttiHty 
pr·<rvkie:rs and C(\u,-,idenni•)n of thi~ ac=; advi:mce wnrh tu the main wnds, and need t\,t gre131er 
imi.'krstJndfng: i-n <:.Xk~nt d tmd S<.:ope <Ji pmenthl tnmsfor of reve.nue ri~:k to pdvate ~ector 
partne:~. 

Dl"temher 2002 • Appointment {)fTe~.Jmka!, Leg~J :and Finandal Advisilrs ti) dt\'¢1-0p 
tlw STAG 2 a:p:pmi~:al. and support the Parliam{'nt:ary Bin pr-0c€SS- Pait of the ~iddsori 
brief for the pmjeet W;1::i !ht dd,1ikd ide:ntffk:ar.hm, qti,1ntific::,itkm ,rnd mitigation i:,f risks 
a::E:ociakd with the Tn,rn Liw.~s. Thi~; l:mih {'ll1 pr¢virstis studic;;; ,im.k:taken. Additi(ma°Hy tht 
aE:;es::imenrn of dc,.k tl,) [Xirt d th('. STAG ·2 and the p,i:r.lLW:\tntary p:l'l'.H.:e% fe<l :into tfo's migi:t1ng 
.risk n:1anag~rne.nt pn)z::e~~e:~,. 

Apdl 20tB~Pubtk-.atfon -of revised HM Treasury Green Hook Appraisal ~HM Tre:a$tl:l'}' 
offidaHy bunched the revised (:freen H(x)k. This ~.er. {:Sut 11 numher-ofmajrn· change::: as to the 
as;e:;sment irnd quantifkation <)frisk fbr major c;1pitar :pro}:x:ts. As a result <:)f the revised 
guidance tfo revkwed its risk ,issessments to ensu1y that they interpreted guidance accurately. 
Thi; w:as done in <:onsuh<'iti{H1 ,sith the SE. 

Jmw 2(*0$ -App<,hitml?':nt of Risk ~lanager .. fo r::::r:<ignitkm of the im:pr.1:111nce d <:1:ftb::tive ri:;;k 
murmgement tie <ippdnteJ a Ri~t M.rnap'1\ tie defined the rdts ;Jti<l rc::ip<m"iblliti<:::i tdtht Risk 
!vfanager such tkn 11. req1.1frd Hn indivi<h:ml wlth a <kep underHauding d ri;;;k management 
pnx:ess<'.«, tedurkp:ie:, mi<l Mi;Ayti:cs, 

December 2003 - Prdh'uitaary Finandal Cast ... Grtmt Tl:mrntna reported the ratkmak fnr 
Opern1nr pnJ('.trrt:i.nen, uptirni" ,md finat,~:bJ analysh of tn<:h f:jn~~- The report introdu<:etl tie'~; 
prnn.'$Se~ for !he .tn,mag;sm('.tl1 d' risk foduding: th;;; sp<:.dfic pmjcct d;b imd mit:igations 

identified. 

A:p:rH 2004 ~ PuhHcatfon of NAO :report on 'l!nrm:wing Puhlk Transport in England 
t1H'<mgh Light R~ir ~ lfos report is a ti:mdy an<l rnmpre.hcn51ve uverview of the wi:ccs1>e« and 
failure::; e1.:perienci::d b 6imHar ;c.heme:: dsewhe:re in the UK in re,.::em yei:in;. Although the report 
i:;; rnn.inly ±~x:.n~;~;ed nn the wk rm<l re'.'.pomsibifaies of the Depa.rtme,1t for Tnmllport (Dff) it 
c~,nt;iin'.'. us;efo1 gukhn;;;e for tic and the ('.<,undl. The prlncipul ksszmB kurn~tl fo.Jm previolrn 
proje;;;t~ :is reponcd a~; fr:;lfow;, 

c pro,Ktlvc :qprn,Kh t<i rl::ik identif:kii:lion, ana1ysh; and mitigatkm ~ NAO h:lem.ifled a number 
cf barriers h> the sntce~sfal fllt,m.~ dtvelcpn,em ofHght r,-;!H syirems in the UK and 
lr(g;hHghn>d t!K i~,-f;.,:K".t whkh ,icixt t(> be ,ddi-essd ta avercome thes;;, \vhkh included the 
rxior Hn,H)Chd pt.tfonn<'mo> cf existing schemes k,ding to higher riiik-driven C:{)'.'.t of new 
schem~".s, ,md re;;;o:mrri,':Wkd the ad;:iptk)n nfheuer "rL)_k~sharbg' and 'new' pmrnrement 
contrnct stnKtl,ri~~ th,'lt cnh,mce private :;.:~i~tm bvdvcment, A.~. a cnnsequern::e, the NAO 
m<°lde a nuroher <-,f ~:pxi:tk rec:ommen,htinm; w th,~ Dff, which lndm:Ied the following 
prncw·em::x·;t rdawd i~s\,e$: 

() ~;eek better ~;Hrn(fardiszti.on in dt$/gn of ~.y;;tern~., vehide~; and 

methzxfa ,A ('.Um:tr,:idi<m wing experienc~ frorn existing sy51.ems and 
purtnermg with pmmotem ui· zither ne"Y :'>chemes; 

o Seek ways .:;{ managing riik and ,edw.:mg the costs riI utility 
Jiven,i<.m ln<.:Jrn.fo,g que:;tkming the m:td fo::: $:pt~dfic divr;doa; u:r,J 
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• ideri6fy the int>sl <.:'.0,~1--efrerfr,,e priJn:u-emi'.Ht ,\li'.dwds imd onmnKt :-;tru:::.turt~~ ,is~' me.n)S of 
contrnlhng orisc. 

This f¢pott ci:~ntained ,i. mi-0ib1;f of f<:'.Cornmend,iti<ms i:ui th,; q::pf;Jb;:::t. dtvdopm,;nt ,md 
impkmentatiN1 of light rnH sdi<:'.mcs, l'>i-.i<if to the Ni\O f¢p,1n, de h;.:ld revhrwed ::tlid 
benditnttrked C>;iSting Jight mil si:'.hemes &$. pnrt (}j' the dev,~krpnll:.~Ht <if ib 6:<iik .mi1xrngoni¢nt. 
~trntegy. On the pul>Hc,1tk1n (1f the report He :::e,i(,wed ib cum::nt pt<it\ti'Cmt.n:t ;ind ddrvti)' 
~trntegy ;,md O(tndtBJlxl tkit it;:. 1)ver:.1ll ,ippro,i<:b w~i:, in liu('. with tli~~ NAO re,xn:nnit.1i<fotk1ns. 
He's papei- v,,,1,"i reported to the fun CouncH 1wd p1ihHsheci tHi. 18th Nk:.y 2004. 

M.ay 2004v\ppoh1t:m~:nt-0f Tr:.ansdrv • As p.nrt ,)f rhe tkvdopmem <,f the prot,ff<:ln,t:mt 
Mrategy it hecti:me dear iJm.t bet.kt vdue <:ould he ohuined by having ~;ep,,nue opernting and 
ir:fot~H:Kture c.ontrnds. Alfoi>ugh !>eparnte, the q;erntfff and infrnstrucu.J.re cont:n.1,cts still h.ive 
t.:i interface to en$.W'<-°- th;:it the design of the tr,'lm lint i~ opthn:i~.ed in term~; of :{p:tcm openfa.m;; 
and int<:'.grnHon. fo o:rder. tO m;in1igc the rhk nf ll. ~,,1b~,:iptima1 systert, tie d<:lvdnped a 
pwct11.<?.mt;nt strntcgy to secure the e,<irly h\w)lvcment of the npernwr, Trnnsdev ::lre pmviding 

tram operational expetti$t t<i <:'.ns.~,re HKit the dtflgn ;md devt;Jo-pmtnt of the infrastrncwre i~; irn 
dfident <l$ p<Ji::,;ibk\ 

Jun~ 2004-PubtkMhm of Audit tkotia:.i:Hl r!i!pott mt 'l\fan.agem~mt ot't.h£". lfofyrn-0d 
BuHdfag Project', Thi$ !'.f.tX)rl higlihgfrh~<t ;I number of ks;:;<.1r1{, :bi:ui~xt for rtH1jo:r uiph;;il 
pn..,j~d$, thi bisi'. n:ovk::,,,ed rhi,s. report a:r.d mi<kttds:en in'; jfist:%:mem t)fth::. kssni:::t, karneci 
;.tg;.frnM the n,n\'.lr! pnX'.U:t~JU('.lit ;),id ddlvery 1,trnkgy. A;:; a H'.S.tilt of thi::; rtvie•,:,: tfo refined 
~(ime m'~.M, i:if hf;. priKUl":}fl}(;,it Mid di~Jlvery f;!ni!t,gy, 

July ZO(i4 .. Puhlk1it:imi of DIT PrO<'.tdum, for De-.aH:ng with Optimism Bfas in Transp1:irt 
Planning • Si,ibsequt'.fft to the p>;.tbflcati<m nf the 1tvh,ed HM Treiisrn)' Crt..en BtiOk fatinched i.n 
April 2003 the Dff i~sut";d ~r,-edfie gi;idurnx~ Ni th'. ;.1pplkaikm d' Opthi}itm HiM, tfo<s 
trea:H:m:nt of Optimisin Bi.is l$ di~eu~t,ed in Sectkm 5>4. 

The above examples illu::;trn!<:~ how He tx1miw,ies ti:r devdop the i'-<'.tl('.H\t. with i:1pprnpr:kte ri~k 
m,tmtgeme.nt, bs fll)pgd {'.Xkrn,tl g1i:khnct\ used 1nd1:ssuy expenb:: ~md built <m b;snns karnt0 
on other prqje<.:::H,. The. overtrdiing framework of ri4; analyfr, .. md ev,duati<m.supportsongoing: 
m.m.tgeme.nt and dttiKi<Jn rniking and t,tkes Kocuimt <Jf tht'. folk;'<Vt:rig: prime <.1bje<.:!1 ves: 

• mitig:,ite aH kknd:id risb to ,1 "medium' signifkaw:.e or less; 
• pass aH idernifid riih tQ the parties best capable n:f :rrrnnag:iri:g tb~risk; 
• a ;;:tihure d~ fr.,k awarene~~ {not fr.,k averse) un<l management be created; 
• ddivery '·Nithin hidget and ,m time~ 
• pmvicle a folly fom:tinning ,)pemtiomil ~ervkt; and 
• obtain i>J.Jppon from aH key ,~takeh,Jlclern. 

tfo has appointed e>q:,,~rirnr:cd .)dvisnrs covering; p;1rlbmciHary, kgat. fin<Hi<foJ, tedH1ic,iJ, 
ope.rntio:n1l, ewdroni:ne:nul, pHhlic rd.::i:Hon?: rrnd <:orn:munk1ttfrm;;;, hwd ai:ld ptl'.tp<rty, in:s:unrrn:•c, 
pn~ect m,mHgement and ~T~cfab,t prncmcr,,ent ,<itlvistH'K to reaH?:e a suc<:essfol -pi:oJect ln 
a<ldhiun to the~e ,l<lvt~i:lr~, tfo i~; sed:.illg to ;,:,i1hst,mtiaHy ,:nitipte rhk through foe <ingi::ilng 
invdvemern ofTran,~dev. 
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()ptrrmil diik !rans:fr:r chs:t<Hec; Hwt nc;k if'. uHoz:ated tD the party best abfo to manage thM risk, 
Tbs in turn requin:::s dn: ttxn1s nr any contract (f; be negotiated in ortle:r to ,i<::hleve the optima1 
risk sprem:l a:tmmgst the p1i:tici:panh in the :prqject, A key element in determining hmv best w 
,mmage and rnitigate the ri:,k htl$ been tht'. evaluation nf the uppmpriate procurement rouk :md 
the wndm;km of i.his i.@.tly:,is which is :,et out in Section 6, i~; to ~;eparute the Operator and 
lnfnistrndure and equipment supply <::untrnz:ts. ·n,e. cum;equence of aifopting thh; appmsch wil.l 
lx'. to allns:ate the appmpriute ns.k1; w the Operator comrnct and s:imilady the appropriate dsks to 
i.he lnfntstrncture and equipment :,upply comrnct. Thi"' separation is hdieYed to riffer ,l 
i\md.mnemally mure uttrnctY-?j:. commen::b.l pcickHge to bidders for th<: respective contmCt$i {md 
should, as .a c,ms0quen;,:e, deliver a better vafoe for rMney s,·}ur.inn to tie and the Cn11ndL tie 
,md the C)um:-il wiH retuin z.,~.:;W.in risk,, notably i1 iargj:. pmpurtion of rj:.venut, rii',k. 

Jn developing thi, .Prdirnirnrry Hrnindd Ctl$ie:., ti~ snd its dvisors lvr,,,: cnnstdered fhe 
implk:.atrtms of the (freen .Boo:k Guid.arn:::e a<';. :i:,,,i1ed hy HM Tre.asm~l and ha•,'<!. dis~tt%ed tht 
,lpplicution of this guitlimce tf:, thee Line One prnJtd wlth Pl}K .an<l dw SE, Further detail nn 
hmv this hat: been applfod and it:, impa,;.'.t rn1 the financh1 models is set out bdow, 

fa addition 11 rni.rn.ber tif ~;enf.itivitb,;. h,we been nm with.in the finandul mocldHng aer,.:ise, 
designtxl 1:0 :;.imufatt~ certain key fimmdal rii;k:;., pdnd1x1Hy varfotkin$. in inihtkin ,mcl interest 
rntes. These seni;itlvities tff('. designed t(} test the <)vernn financfa1 r<il'.M$ti1ess of the project, and 
tu give an indk;,HJ(>n of i.mpact iJf key project risks N, the finin<:i;1l :Structure prnp:)Std, The 
rFttdrn d"thi$ exer(:ise are. ~,itt mn in S«'.'.ttbn 10. 

5.2 Approach to thB ldentitlcatlon and fvlhlgatlon of Risk 
tie ha:,;, ~dopted n stn.K'.tured apprv"'ch w identifying, <1%essing und {;j?.<ntrnUing risks tlwt ha'-.1c 
emerged ch.iring the ,xnxts{.'. i;;f tillJ 0%ig:a de:vdopme,rL tfo ha,~ ensi:ired the 31$.e of dcfi,:16:i 
prc,,;,;esses w mamigt ri:;k and a<ktpkd j ,i<h:i~try rei:-:ognise<1 methnd:S rn :identify, cJ%:,ify, 
s:atFtgor:lse, prlorih$.C Mh.i tnfM11re progress. ,is o:iJtlinix~ below . 

.52, 1 Risk !centlficatlon 
tic .iwJ ,t's advis<::m; huve identified pro_1e,..;t ri;,b thrnugh w<;;rkJ,nps, strM<'.,gk R:vkws, 
exp,i:nenz:e of <)ther {}K tram prf~jez:t:::i and recording of ris.b thrnughout th<'. devdopru<"!nt 
prncN;t,. Thest; risk,; lrn.ve been recercled zm .i reg):=;kr whkh ha~; been fort.her de.vduped fron1 
c.hecklhts contninecl in the Jolk1wing puhhsh,td industry gnldunce, 

• RAJ'\1P: Ri5:k Amliysis rmd l\fanagemeni for Pn~je<:ts; 
• CJR1A: Fundern Report dovefoplng a risk oimmtm:if.'.Ution wol (RiskCom\ and 
• HM Trea~;ury Revfow of Large .Public Pmcurernrnt in the UK 

5 .2.2 Timlng of Risks 
fo ;X<k:r tn re,:kw i:imlng, the ri$ks hav,~ ht~tn ~~itegf.l:rised in order to identify t:he risk kvd of 
each ,)f the folfowing five :;.t1ge~ ef the p-oJe<:t ,wd ti:i ensure risks are n:::viewed and mitigiltetl :for 
t::ach J~t~gt: of t:ht: projez:-t 

• Planning···· ST.AG2 Appriihal, Prd:m.iirnry finandJ1 C;is,>. preparation; 
"" Applic.atinn frx Powers - Private Bill prqnrntifm~ 
• Prn{:urement - ()fJtrawr an<l fofl"'a:;;tmctme!Equipment supply .:::tmtract:~; 
• C<:.mstru<:ti•Jn; Md 
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E·:~1:·::"sb.::;·~·9:·:: ·r:::::::5n tin:::, (Jr:<:·:· · ?{;-(~.:~ r:.:··:::::1:·:::·::i.f·:.::~t:( r-::·::.::{::-::::.-;5;:-:::: () .. 1~~-=::> · ~./p:tJ~·::-:J~ 
1;):f:f-::·(~ :·~:·: :·)::·~r· ;.~ r;n.::~. 

5.2.3 Categoris~rtlon 
tie Md its a(lvLs<)fS t<)lWider thM they have id<:ntl:fied ,"'lfi ii.Ign:lfitant potenthll riJ-;h to the prqject, 
and identify the netd for (:,ng,)lng effot1 to identify and rnanage pmJect riib,, The~:e ri~:k;; ,vere 
catego:dsed into the thHowing groups. in accordance with HM 'D:easury gu:ldance: 

• Pt:<icore-i:nent; 
• Pn:jecl Spedfk; 
• Client Spedfic: 
• Environment; and 
• E>:tetn,iJ. ht1.u<:'.'.n¢e;;. 

52A Risk Impacts 
Each of the prnjed. rhb haYe been ai;;;e:,sed ap1irn;t the following pdtK:ipd :im1x1r1~: 

• Capital Co&ts~ 
• Operating CJsts; 
• Reve,rue; 
• Prograrn:me; 
• Quillty: 
• Hmdionnlity; ,1nd 
• Appmv,1:hl!ity, 

Of foei;e .:ireas~ ;,;~piwl <:.oi;ts., op,~:ra:ting i:'.o;;ts,. ri:~vi:~nue and vl-Otks darntkm {p:r<igrnrnme) hllvc 
been i;bwm ti:t fo~ 'Nlthb Opti:mism 'Bias <'.'.Cnsi&~·rnhons. T,vo ;;trakgk$ have been adopted tn 
qu:mitify th~~ impi!Ct r.d risk, in accardllr,t<c~ with Green Hook gttidarice. The firi;t, :ha~ DeJ~n tn 
cak'.date the Optirnhm Bius to be Hpp!ltd ti:'.< C1pit,1l Costs and \Vod:& DH:rn:tlnn. The ii.emnd, 
has been to apprnise lhe risk& :t-ss<icirited with o:pe:mting c<ists and re\,enue through srm:dtiv:lty 
ant:Jysis; 

5.2.5 Risk Significance 
The significance d each rii;:kh~ii; been da;~sified by means. ofa 5-pnhlt {Arn;t:rah<1/New Zedi.tnd) 
system for lJornbining likelihood and imp,:ict of eadi ri~k. The scoring ·wa:'i ixindudtd on the 
basis of an allocation of a rrninerkal weight ranking fr<m.1 l to 5, with l ranking low and 5 
Hinking high. Tiie nuniedcal ;1lfoGt6on for bkdih<\:t)d ~m<1 knp~,ct were multlr,lit.,d. w ge:newte a 
ranking of thM p,"'lnieufar risk's owra1I lmpnttMte to the prqject Thtse :rfah were allocBted to 
the ctitego:ries above ttiid 6:'ik was th<:'.'.n ''sc<irecr by tit and its te('.hnkal and tlnan<:bl advfoors :b 
order to ,"'ls.~tss both thl'.'.fr li:kelfhs.iod ;,wd lf(lp.'ict on the project, This h;1s hel'.'.n assts:~:etl for each 
riik prior tn mitigation and foHowl:ng mitigatkm in order t<) mnk Md prioritise .wtivity, 

TRS00000049_0048 



! 
t 

Level 
1 
•'} 

·"' 
·~. 
,.• 

4 

5 

2 

4 

-------------------------------

LikeHhood 
Rt~mme 

Umisual 
Ax~~ibk 

Prnb~bk 
Rxpeck<.l 

1mignificant 

Cupcx I 
Ufoeydd£) 

>£ HiUk to £500k 

Ope~./ RtYenu~ Programme 
(£ per- annum} 

Up to £25k Up to 1 '<-Vee.k 

>£15k tu £l OOk > t week to 1 weeh 

>£5HOk to £!m >1 mouth tv 3 rn<:mfhs 

>flm >3 mnnths 

\Vhen ,:;omhiaed the likdihn<:)d ,md :>1;VtThy <'.'.<!' the risk$. hiive lx:en ew1h:iat.ed and pfioritit:ed m; 
folbw~. 

d2 

5.2.6 Mltlgatbn Factors 
The e:,;k,1t ,n vd1idi risb hm1e 1.iten ,tti1ig,ned is a%tssi.:d aiid rneR~nred by ,1 mitigatlnn fa:;t!>:r, 

that rn, 0/l meuns tkit rhk,;, i"n .1 proj('.,:;t rL~:k ;Jf('.H are ;not rn:itig<H:?.t-3 and t .n roea:1~ an the ri~l-s in i1 

pn:fje::::t rhk nr,);:, iu\~ folly miti£~,<ir.td. 

52,7 f\.4Higation 
Respomnbifaw~; were aiki,:;aMd ~=imo,igst tk v,lrious \.VrJrking Gn.n:ips m'l<l a<lvtsi:m; for eiidi i'isk 
.:m<l, in purtinibL to devd,:ip f: risk mitig;:itinn smi1egy. Tht risk rdtigztion stnllegy $<'.ts out an 
urn.kr,;til,,Kling d' the risk id('.titif:kd, the a,:;tkm,;, w be rnkeu l<l mirdtnlsc r.he i:rn:pact of the r:iik. 

by whom and to i\!1 agreed fom,s~ak :Fmthennnre, th(~ li:st i:1f risks wa:$i i-e-vitVA~d t<) i&~nht} the 
"critind p~th'' :ri.:;,k;:;. being t~ithi'.r fur1dmne1,11d in fH"iriciple, or Hme {'.titic_j1 tc, tht $l1C.Ct:$i~, t1f the 
proje<:L These risks h,wc lxen rnan,xged by tie to cnwr<: rhk~ are addr%:S.ed in an nrigning 
p;):$.ifv~ m,wrn<:,·. his im<:o<k<l th.ar ihe df;k ,:tg:isttr wiH be updztt<l rtgubdy a.~ the prqfect. 
pi-egi-e:::.:::.N:, unci V>:ill he a utHis,~<l by tic <1$ a Jiv,~ riik rminagem~nt tNJ, 
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tic ba:,, <lew:ioped {:kar and ,tctive pnx:e:,,ses tu prevent and mitigate p,c,ji:d riik;,; m uccordance 
.vith indu£try be:st prnctk:e. 

5,8,1 Risks ldentified To Date 
The v?mk undertaken on rhk tn date fo}fo,N!, in<l,rntry r.iest prnctlcZ:< on identifying and 
quantifying ri:s:k::;, H,e ri<b: t<} fhe sz:heme -ctn bi: aHsxtte:d 1{? the foH,Ywing font prirK'.ip,tl rd;; 
;,:attgories (c:x-ciuding Temi1niltion Ri?:ik\ using tmitempwary da%ifkations. 

• Dcvdopment R.isk ; design tnci development, :;;z:heme approvals and pmcurernent of an 
ie,cheme ::.:omptments~ and ad.ivities tu be con{:luded prim· to commen::.:emem of 
com:trudion; 

• Cot1Scttactai:'.*n Risk ~ ,JdV,HKe woTk~. irn:'.lrn.litig utility <.:frvernion, main iufra;strn>'.:tiH<:'. 
c0m.tn.ittit'.\n, project mi:lnageme,it und z:nmrnis:sk,ning rdated risb 

• Pcdot1naHte .Rh.k : ;,;tandan:h .:m<l <lekcts rebtd ri~b o;,:rnrringpo~t-<:ormtmditm~ nnd 
• Opc:rathm Risk : repair and rephc{\m0ntri4s imp.=i;,:ting the ::;cherne duri,1g npi:!mtfon (d 

the sy~:tem (omwith 1JPOF Operator fr,b). 

··_ ····efovm~~i-ftisk·····r··c-0nst~uc:tI;;;u"·likt·············r·1~eiio~nlinc~--------······r··o~~ti1dr; ruili ~ 
i Ri;<;;k f I 
i l ! 

ure to acquire ............. l.ncorrectl.:,;s(i%tirn~;te:s'"·-'··Latent {khxt~ to ---[-Legii)btive/reguhtl<:<ry ..... i 
! laud • infrnsr:rncturt ; di&nge · I 
I huxlrrect tJHK'. ei;;tinwl<'.$i I 
!,. .. . . II 

Hdays in ,;btaini.ng Performum:e of CJ:rnnze::; i:a taxtttion 
: I ': r_~ ],<:;;,,_,·i·_,i·.g p,~_.,.i·'.l•_,._;~_··;:;,L·w,t __ ·· ·i·;· f' ,.; ' ,_,_._.,,-_h_ .. <'.<.''_,_;,•i·_,,_,-,_i,.·.,·,,·_;:;_·.. '1 

!:"· _.,,, . ~- ... , "''· "'"., ~- n o:rt$.e,~·ii g:ronn,;, 1 -,", " "' «-, .v, · 

! ~,ite z:on<litiQn~ Cha:ngef in VA.:r 1 
1,. Cost imd delay~; duZ:< 1)e:fodt by ::;uh· 1

1 to utl!i!y i:frversi<ins r r t' , 1 eontrachirs r ·• --' _ ,3l <ireseer1 _gn:nw<u .~ncinrect tstw1.ntc BJ. 1 
, ::;ite <:'.O,lditii:m:;; wider nrn.i:ntemtm.:e crn,ts I 

1, Poor contrnctmd existmg Indn:srrr,il action 
I 

inter:foce whh Yi.~hlde btHld111g!\htructnt'<'.f, Incorrect estirn;1te {:Sf 

i :'iHpptkt:; and sy:m-:m FaiJtirc of system 1ifocyde fc,;ti, I inte;mw,rs 

11· ::::u:::::: 
devdopmem 

Dday~ m ;Jdv,mo: 
\1<..'t),b 

Change:,; in zksign 
tt~(Ji.d:rtA by th<' 
Operntor 

Dd,iy in gaining ,Ki.::.c:;;:;; 

to the site;;; 

Third p,ty daims 

perfommnce 
:-;t~ndn:rd$. 

Jncorrect choice nf 
tmrn vthicle!; 

Avaibbihty of trnm 
i nf:r;;1:::.tmcmre 

,,,,m,,_,,,_ ...... , ... · • •••••••••••••••••••••• •••••••••••••••••••••••••••••.o•••••••"""""'""'~'.....-.-.--------'-----------' 
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i,',,i Dcv~liipn1cnt Risk O:mstrm:tlon Risk P~rf-Onnan,~ 
Risk 

l ,"fqui,'('.d hy the i Fnrce t-faieure ' Terminati<:;;;· ........ · . 
i ().l',HK: ill tic i 

O 

i . . i TtrmlnMh)n 

I ;:::~~ '" Oml<l tn I ;::::tiveJregubH,ry 

I,,,',,,. l Change::; m taxutwn 
C.hrrngcs ln VAT 

Cmitrnct{:ir defadt 

::.

I',,,,,,,·· P<K,r p:njtx:~ n:·nn:age_n1ent 

(\mtrnctf}r J Sub" 
. <:::omra:;;w_r· indu<;trbl 

i 

I 

Chinee;c; in irifbti,n , <!.;•', 

during rnns:tru<Tk>n 

! tHm:i 

tn ne"v kchnois.)gy 
re;c;uhing i:n 

!.•••••••••••••••o•••oo•••••••••••••••••-'•••-'""'"'J...,...,, ___________ .....,_ _____ .,., •. ••••.•.••••••••••o•• •••••••oo•••--••••••-'•-'-'' ___ _ 

5,3,2 Capital Costs - Third Party Costs 
tfo ~ntidpatt~s that the fo]hwing denw,nti; of capitiJ t.X:t,@ditnre h;:rv~ iL%m:bted ri.;;ks, wh.ij:::h are 
hrgdy dktnttd by ;:hhd part.ie;c;, and mi1y ;;lg:nificm:ifly im:pa<:::t !.he fiid <mtturn i:ost uf the 
:.;dij:me. h ls rnnsltkrtd tkn the~;~: rifk~ haw ht<:ti tii_grMkantly mitip:red th.mugh the 
con,:;;lderabk ;:1mom11 of •W)rt. undenak<.:.'.H to date by tie\ ttth,rit:il ,rn<l !:and 1rntl property 
Hth'i,:or:.; m cenernte the ri:;hust ,;-osts. ;wd i::(mtin~<'.rKitil ;i.lbwe<l, . . - . . ~ 

*" uhlity d1ven,.inn t{i~;ts; 

*" land co~;t;c; a:,::;o,:::iated with a;;qui;;i!.ion, temixm,ry <lim1pti(m during <:omtnKtion ;1nd 
tQ rn pem;atizm: 

• vehiz:k co;;t::;~ 

• Netw<Jrk R;.lil j:::os.t~ for imirmnisuti(HH>f z:quipment, p;)%tssions, C<)mpem.atio:n <:::m:.ts to 
tnfrn q:,erating ~omp,mie:-;, lnfr,rmatir,n supply, fo:liY>n <Hl<l Ji::vtkip:mertt of .::igre~me:nt~ 

• trnfoH'.~e~n gnxmd ixmdiiiorif;, :fnr C1.HT('.H1ly :,il:.X'.~;.,dhlc .:ind :iilaccc"'sfok are<'ls; and 
• {\,nndl/tie instmctcd change, 

The main :ti(k:;: d'mr :havt been :m.aly~;cd ,tr~ thosetdatcd to third parties, Of these the rmjori!.y 
,\".lit,i:'. to ckvdopme:nt and ,.xm~;trrn::tinn ris.ks, A'., the design, prn~u.rement of 0mnponems, and 
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o:in,,;tnidion of the tram t,tkeK place over the fast three years .of the priaject foe m,~jo:riry nfr:il>h 
that are inherent ln the development and constrnction prnc:e;;;; oceur uver the fin;r three ye,U"s of 
the contract for both a foH ;rnd phased ~:ystern., 

5.,B,.3 Operating Costs 
Sensltivity te&t,; s,vere ,1rn:lertr::ken to exim:tine foe importance of vari{1UB paranY-:krs {veh:ide 
peiformrrnce, &ignal oprimlsatio:n,. lx\arding: and alighting ,.trrn.ngement:,, :slDp design; etc) on the 
riverall nperating cost pex:lurmance, Test;; W'e:re aho urderwken (('.• ii~};e% the effect of 
rntinnalisat:im, d existing bus services within foi net\v,xk ,dong cmnpetbg corri<kir$, the irnpact 
of changes in speed on b\Js <.iperafam~ a:nd tht. rt$(1HJl'.i:: i,nplktltkins, 

5,3.4 Revenue 
The Ltrn model devdopment induded a derailed model i;;:i.dibrntfon ;;1nd vulkbtion stage, 111 

addition an lndepemknt review oft.he model wit~- umfortabn by a gmup kdby Professor Roger 
Vlckermai), Dk<..~Cto-r for Centre for Eumpeun, Regional Jtld Tnmsp<.ll't Econom.ii::s For the 
initiBI ('.Ongesr.ir.m charg:lng :<.tudy it reported that ''our overall asse~sment is that they ±rnve e:r:red 
on the con:,ervatlve 1.;ide", 

FoHnwing the devdup:me11t d the mode\ a Modelling i:md Apprn.i:rn1 Working Gwup was 
et?,tablfahed to review mrn.!efai:ng refawl i~;;ue~ as mid '<Vht'.n they arr1se. and drnw o-n the t<Akcfrve 

espetience ofthe '<.Yorking group rnernber~, ~is '<Vdl J.l}; the wider :m<.deHing t~Kpertise w:lthi:n the 
assuciated nm@Jtancies. The Wnrldng Gn:m:p mernbers-weJ'<::'. drawn fr•:."li:n the L1.7H mndd 
development team, tk}.!nd the .=ippoimed prrrject cnn::.:uh;mt teams (MVA, .. Steer Davies .and 
Glcuvc, 1-fott Mad)onakl, Habtie, Faber !<;faun~dl mi<l ffak:rnw}. \Vhere isl>ues v;ere idr.ntifkd, 
they were quickly addre~;~;ed fu,d modjfa,itinn~ incnrpornted within the rn<ideHing suite, A sr.ries 
of 'lec'.hrk{lJ notes. reported on the i:=;sues and their tet'Solution a:-; they Jrose, 

A. serks (1f sensitivity test-; were undert,ken rn cva1uiite foe sensitivity of the demand fmec:.:1st111g 
l · 11· ' . h I' 1· .· . t. resu t::; m r~spot1se to ~ma.• ('.i)znges ,n sc e:me a 1gnmcnt~, p 1rnnmg t'Scenanos, g,mvtli rate~;, 

parameter valnN;, park and rtde, etc, 

The model is at the cutfo1,g edge oft'hc 'iirf of tran:<.prni :mndeHing and fa capable .of modelling 
the intenctlon between many factor" ir:fiuencingtn1.vel choice that were not previoui,1y w.:ken 
irao zcc<im1t AJt.hmigh it does not :<.lmufate ,,11 movement", it pmvideH forecasrn a.crnss a nmge 
of ~<:erwrfo ktts that Jte b(:d, ~:o-nsfatent Md indicMive of the kvd of change, The :inaea,;e in 
the nwnliei- !'.lf lndependent vm:iabk,; l;::k<:n into considerntion inae;ct~es the overaU level of 
cmrfidern::e JSSo<:bted with the ceinral ,}Jdd tbret.:M,t although the number of variable;; 
assi:1dalk.d v,rith z sta1ls.1icB.I nmg;e nf C(Htfid(:nce fa incroat'Sed (Monie .. Cark, type ri~;k analy~:is). 

AppropriMe allowanc'.eS hiive been sd aside for rn:mp dnwn of e,,dy year~: d operntinn, potenti aI 
fare: ('.VJSk1n nne C(!l;Cession dfacou11t,;, 'fr,,m;~h.~v fo1ve ,,1rc,dy ~x1ndncted an initiul 'high fovd' 
tevitw of reven:i:st to ('.O-rJl:rrn that. t$:tln:iatx~s ;1f<..~ Qf the com~ct ntder, tie aritid:pates that area:, 
'NlH be l,kiitltled 1kit wm require detiibd analy~;is leading to farther imprnvemems of the 
whirntness of estimates, 

5.3,.5 U!e Cycle Cosl:s 
The p:roj~ct lin.•..cy,;;Je ha~ been M:qimx~d tn he 30 years .. fafanntes pmvided, by tie's technka1 
advisors, l'i:tr lifecyde<:o::.:ts h.rve b:'.en canitd out i:ripn:rnlk\ nnd through deta:ikd cnmmltatkm 
bet'Nx~en individual fo1es. The re;<;uhl:ng me:lh<)do-logy for dovelnpingth~ e~:timaks fwK utilised the 
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wmb ue<l pre v1l>\Jii t.'.XJXtien::x (including .knnwkdgc d c(:immercial tatts for supply of 
maintenfmte se-rvkes\ which i:.overn the devdopment of prnctirally every nKi<lern tnirn Si.:heme 
buHt in the UK 

Ti'.i:,; appro:1eh folkws industry best pntttke. nnd i,:; the ri:in,:;t appri):pdnte inetk:<l nf defining 
cnst,:;. In <'.,\Ch <:ase, a Cfl!l$<:rv:i:tlve tpp:t<K1di W;_M; a<bpte<l w defining Jrfocycle hikrvds and 
c<ist,:;, tlw,-eby limiting the ·risk of1he ~ictrniJ i:osts exi:tedin:g est.iJmites, .aw] pmvidiiig a "buih-in" 
contingency. 

The ,ibo"e pr(K'.ess di.'.ffirnistrnttii tlwx a thmmgh, rnethodicd appmi.t<.:h has been Hpplktl w the 
gener,iton of hfocydc.~ iost~;. The c<msi;,;ttn~;y <ff a:ppi\ni<:h lx'.tWeen tfo's individual line 

c<ins11ltar1ts. i<igetht'f with the <:ombned kn<iwkdge i>f b<ilh te;:m1$ reg:iJ'<Jlng <ixiM:il1g UK tnml. 
schemes. eni;ure~; th;:tt thei-e is a high kvd of umfid;)nce in the rd:i11s:tnes:'l of the eMimilte:'l, 

5,3J3 ProgrammB • Delays 
He Iwvt dt.'.Htified u ni;i,:::th{'.r ,Jf kty ,in::;;is wbti\:: thci:t ;'.t,\~. signific:J:tn risk$ of dehy;:; HJ prnj('.tt 
prngrnmmt, fti follt)\V:;, 

• p~.iNk utility (.hvtrnizms; 
• Nerwnrk R.ail; 
• zibyxtinM; 

• change of Trnmport rvEni:,ter: 
• Parliamentiry nme with nther Bills under i:onskltt;i.tk,n; 
• lack of market ,4Jpei1tt in the seh<'.me; 
• \veuk comm'<miu.ttivns h'.t\H;tn tk ;wd th<>. SE: 
• bidder fatigrn:: dudng negoti;itlon; ardl 
• rnrnpeting r,:n,kcts ...:~iHH'. in<:i~ased ctm$:li:Hd:ion perie<ls . 

. A;; the .constru...:tlrm Qf the trrrin bk<::S 1:tfact over the fast three years of the p:n:tiet:t, thi nijj(H'ity 
of risks that t.rn inherent in the Jevebpm,}o1 &od <:onstnKtion pmce:,;:,; {K'.l.:U.r :wer the first three 
year~; of the comra<:.'.L 

5,3,7 Kev Risk ~ ... litigatlon Undorv.;ay 
Hi'! will comi:m1e w apply ~:ignifrc:.mt efforts to identify, an:a!y~e, Ct1tegori;;;e .and implement 
plirnned rn:lt(g:aiion fbr e,1eh rhk. 

AH ofthe riBb idt.'.Hlifitd lrnve been <liscu,ssed in ddnll lx:tween tie an<l thelr udvi;;or:=;, and are 
e!J.ch rnbje.:.:t lf; a rhk mitig.1tion i>trnwgy to ,ninimist, wfa:re po;;;;;;H:ik, thdr li.kdih,1nd und 
3everlty uf irnpm:t rm gn:jet'.t ddivery and optrnhon, 

tie i~; ,,ttkiug t,:- :,iJbtumiHHy fortbir n#igak risk thtnugh th<: lnvorvement of Trnn1<cfov ~;hice 
June 2004 in an the pfo:r:meJ plw.iies of pr<.)_l{Xt devdop11<:nt, 

b tl:K ';c;hiwf t~~rm, Ht<\, immediate focu:,; wlli he tu mitigute the risks ;:i~sodatd w:irh th<: 
devdopm<'.m <)f this heHrninary Financial Case to ensurt hmding hi>l1es do WJl delay :Sthtm('. 
delivery; working to re~:t)lvo: i%ues rnised by thi.::: OUJeCtom t.J the ~ditcme~ !:h!2'. pi'<'.pawtii:m of 
eviikm<::e fr,r :,uh:mh:=;im1 tn Parliamem; and the 1nvnlve1uen1 ,)f Trn.m,;d('.v in r<::vkw~. ,:if i:he 
current design of th(~ pruprn,ed systeni, 
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In th~ 'inediurn' term, tfo's fucus \Yin he the mltigatinn uf risks associated with the poteritial 
market for the {:fmstrnctit1n of the tram system. tk i~; underta:king market :cmun<ling with 
potentia] ln:frnco consortia member;:;; the prtK'.Ult.·:rnent of designers lo con1men{;e detailed design 
of the syl'ltem; engi1ging with Nenrnrk Ruil ~md l\iblk Utihty prodders: ~ind coi:nmenct': fofra<:o 
and Vehide proc11remt::nt,;. 

1n the ·tung' term, Ht<~ fo{;us win be rd:rkd to the commern.:emern 0( Public Utility diversions~ 
e:ffecti11g a O.:rntrm.:1 with lnfrnci.:.:< ~md impbmentafa.m of inh:grntion nf servkes wi!h bi% 
o_penttQn;, 

5.4 HM Treasury Green Bocl< 
The Gre,;'.n Book :s:et:s: out the HM Tre,,is,try guidtmix>: t)n h1..·wv t0 evahmte pr<*Ct~, ;1:nd the ri,.;ks 
inherent in developi:ng the"'e pwj1x:ts. The Green Eo(,k has recently beeri i:evii;ed and the 
methmlology cfmtained withh1 it is ~,tiH subj,x:i tn devebpmenl and teMiHg to ,tndersiand ful:ly 
its imp;,iet. Fer the ptirpose& of thl;-; Pr,'.hminary fba,ieiaJCase there m:e two key b::;ue::; to 
con::;i(kr; 

• Optimism Bias-Tbis provides a m-edmddogy tiJ detenni:ne what level of tid.:Ut.fom,d C0$t and 
pmgrn.mui,,z delay sh<:rn.ld be ;:ipplied to a prqje<-'l give:n its partk:t1for sMge of\::kvefopment, /\. 
pwj~t in its e,dy stages ofdesefopment ;,., inheremly less certain., in ten:ns d h,; ~:os:t 
envdupe., than 011e whk:h is do.see to (ontrnd :;ignature, 11,e Optim:hrn Bi:::1,s. ,i(ljMtment 
ill<.>Wf:< "' tk<.lretk'.«l faj;;tor w be <ippHed lo !he capital co,sts of a pri:tlt:'.ct w rd1ed this tmd the 
cost:s: invo!vd in :mitigating ihe :impai;;t of d:ti8, Stand.ml fact(trn are giveti dependent upon 
the naiare of the. pmject tm;;;ed ,>n analysi~. d p:rnv:ious pw_je>.::ts. The Gre:e:n Hook does \'H)t 

propm;e any Optimism Bias aqjustment::; at present te cover opemting costs, lifocyde costs 
.x revenue, 

• Amendment ef the <liscoun t rate • Prior w the revit:iun. of the Green Bnok <tr! c,i:pital 
project,; -,vere dhrnunted D:t a rnle .of 6%, plm; RPL Thi.t; ho~veve.r has been :mperse.ded in 
t.h.at prnjects ,,re now di~crn:intcd ;;it J,5(1, phrn RPI to e~;ti:bhsh the .NPV of the prnject 

5.4.1 Opl:imisrn Blas Appll~d 
The risk .a,%essme:m imd,tnah.~.n by ti~ hris taken as a statting point the fact that the project fa1h 
within the Green Honk <lc:f:lnitinn of a S:tand11rd Civil Engi:neeringProject, due tn the numher of 
nrl,er UK projects that hrive beendevdoped, and ns a «:on,;cguenee the milxinmm Optimism 
Blas adju~tment per tbe Green Book to capital costs nnd works.Juratkm 1s 44(,} and 20%, 
re:s:pectivdy, fo Je;!ennirfrng the uppx,Jpnute fovd vf Optimism !li;is w ,ipply w thi.~ proje,~t 
account has to be utkiu ofthe dg:orous capital <::cs:ting rnethodd<igy employed bytif<s tixhnk,r! 
fldvi::sors, thut is, deiennining the cost based on ~i Jet.ii1eJ e,rigineering M!tdy~fa of th('. ;;;figtHX'!C::'.tt 

and utilising tht:: ouHum (:rn,ls of n number drn<:e:nt tram projects, .t\S noted In thiS ;,;e.ctinn thi:: 
cap.itd a1.::J npern6ng cosu ki.ve been imbje('.t to a cm::s::s,died:ing Pf(!{;t::S~ between the Lint:: Onc­
m1d Lfoe Two tecl:m:icul aiJviwrs ,md !iubjer1 to bendumul:ing by them again!it other }ight mil 
prnjects, lt is therefore corn,idered by tie a:n<l 1ts aclvfaors that the Spedffod Capirn1 Co:,tfs 
foidw.ling identified (Xmtingency_} have been dewbped bttsed ,)n the. LM,st a\.lailabk mftrket 
kmrwkdge, 

SA.2 Recent Dff Guidance 
DIT lws published its guidance ;'Procedures for DeaUng ·with Opthnistn Bias in Transport 
Plannint' b foly 2004, This gui&uKe build:-; on previou,; stmiies :.mpnnedby ]vlDu 
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-----------------------------------

E·::i::·:.t:i .. :?\?-h "f:·,:::.::-r:: ::..::n::·:· (}:·~t:: · ::·:-::.\".:-::~. r=-:··::::::::-r:+t:}~:··y r::"t::';:J~.c·::.::~: r.~-=:~::~<::: . t}(~fJ~:::t.:::~ 

~~~::~.::~t:::rnt:.•H {:°fKt~ 

tfa::;Drniah:l,-on behalf of HM Treasury, wiih recom.mended Optimism lhas adjustment:.:s, 'llie 
guidurn.:e i<lt1,tifie;; tilt following four c,-itegn:rk$ for th~ c.ause;;. ,)f0pthnj$.m Bills: 

• Tedmk.al c~wm.>-S: imperfe<:t inform,Jtfon such r::::; imriv,1iiabifoy of &itii., new i:tt improwm 
tixhndogy; ;;cope d1anges sueh a:~ ch;mge,<;: in rehtini1 to speed, road width,, routing. $,,ifoty 
a:JJ envir<)nmenta] norm~; imtl management issue::; snch n.s- i:n,rpproprs;ite cr::kulation 
approach, procurcn:irnt is-:;.iw::; n:ncl risk ;~-hirdn,g:, 

• Psyiholngical causes: the tendency f<)r l:mm;::ins and organisations tn fovm1r ,-:iphmfam; and 
apprni";;::i1 of o-ptiroi;;.;m impa,~t; 

• Ecormmk £auscs: con;;tniction compan:ie;; and conwltimt.K h,ndng inten::st in aclvandng 
pn'.>Je<:ts; and 

• Pomka!--iristituffonal causei: interest"', po'"'lcr and in;;t.itHtkm$; and actofi may tldihenitdy 
lk in order tr: ";ee their prqject"; or interest reali;;:ed, 

The project has nnw been in detailed devdnpment for S<)me three yer::,s, A;; a consequence .:;f 
the ,,;t;.ge it ha;; reached, the !lm:.ly";is, crnsK--che,.'.idng, review d les,mrn.. kamcti on other ,;chemes 
,mcl bt~nchmarking nf rnst e::itimai:e::;, togethG~r with the ,1mount of m\i.tgatinn that :ha~; been 
1;:;mieci m1t ;1c.ros"' the range of fr,k n:rcao id<:ntifiecl nbnve, it is ci:in,,.idered appropriate to use 
lower factDrn nf 2Yt for C:-:ip:it.a1 O:w. Optirniom Hias and l 0% \V.:,rb Durnthm Optimism Ujas. 
H ::;lwukl be f1<1H~ci thm this rnmpare,-; to ;1 capital oJst cnntin§;ney of HH% :identified by M.ott 
1\lfa;;D(m,Jd t'.:1r LinG~ One, The diHeren,;e bet'<-'<\'.en thh figure and the {)ptim.L,m Hi% Capital 
Cost iidjtt';tmi:,nt. ;:d 259:; ;i<li:h;. ;1 theo:rczk;::il £3 l. mflfain of c:i:pit;::l <:N:t to the prnject ens ts in 2003 
Q2 pritc::. ,1t th% ;;t<'lJ}~-

'foe kveh ,;;sf Optimi:-im !:fofa, sine('. thi;; Hibmi:-ision of the Dc(:en:sbtr 2003 I't:climinJty flnanchl 
Ctse, lwve re<lrn.:e.d fr(tl'n 31 % w 25%, M1<l 15%, t<:.< HJ% f<..--it Ci:pHnl Co::;t and Works Duration 
re:,pectivdy. Thi:, ha;; beer:: ,diit\'td through ,.t d~qX'.r uJiderstimding ,ind qtHu1tilkatk1n of risk 
tqgether with mitig,itkm w:.tion;; th,it lWVt'. alre;idy been ,tpp]kd, __.\:, th~ pr>:)je<:f (kv<:fops in 1i-:n'.ns 

of iiJX'.S:ifa:;ifam md design the n'<ernH kvd d Optimisi:n .Bbs s.hotild redii;;:e farthe:r toward;;. the 
kvd of c<mt:ingt)tlCY ,;di::liktkd by de·~ tes:hni,;::il advi::;or5, 

S).5 Conduslons 
1it> wd their advi:K,t:='> h~tve in,pkmerm,:d ~, rignr(x,s appri:t;:ich t<i the <.):t'lntification and 
m;:.mi:tgeme.nt nf risk whdi !ms t:Yulvt<l bnfh in wnns (lf :sophh,f ;;;;ttJ(m Md the J"CSN;n;l('. ,1:pj'.<lied, 

tk han~ ~;ought to apply b:l-:nn::; ki,rned from puhlhhed reviewi, nf rnajnr projects ,rnJ tra.m 
schemes in the UK 

tki':;: h:ik :mm1ag;c1ntm pr(;c(,$~ hM identified :1 coroprd1cn;;.ivt~ package of risks ;,.urrounding the 
dc<.·dopff,~ot c>f tht pn:~fccr and initiated a related m.itig:ation ;;.trntegy, The risk tl,-.,cumentution j,, 

subj<:.d to reguLr revkw and updating in tm:kr to ma:rrngc: prnuctiwly (he . .identified rn;ks., 

in assuming fhe fonding ;;trncturnl (Jptionf an inc:remer::tul Optimism Bia,; L1<.:tor of 14,2(!l, ha.,:; 
been applied to ba;:;e ,;:.up.itd C{.1,,:t::; und 10% tz} works dur.it\on u;;ing 1-Hvl Treu:-iury meth<Jdofogy, 
This rnpre~;ents un rnc:reaB<:. ir:: Spedfied C~ipitaJ Cost:-i of £3 l milliun and u prnlongation of the 
corn,trncnun period by 4 mnr::tb compun:d t{) foe bi.me c~-ise prnvided by tfo\~ advi:-i0rs., The 
contingency co;;t::; in.duded i:ibuve have beer:: advbed to He by their ttdmical advisri:r;;, ks.ed on 
their detailed evalti-i:lthm of the ur::derlylng czi:,t-; and the remainin.g pmyect riiL For the purposes 
d the ,N;~,:;;;rnent of the req,frred fonding ihe co~:ts du n-ot indtide the element captured v,,ith1n 
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the Optimism Bbs concept which h de:s:lgncd m n:ecommodate mnre gcneml contingent risk 
based on Jinn-project ,c;ped:fk factor$, 
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6 Procurement Options 

6, i Proci.:.irernont lssues 
The pw1,'C,se Df thi;;. Se(tion i:,; to otdine the frmhe:r work that He hiu, urn.!enak.e,1 i111he 
dcve!npinem of pw<:.urninem ,nrutegy Ktn~e the Kubm1!::iiion nf tttt": Pteli;:nina:ry fi,rn,Kbl Ca,;;('. in 
D(·~ember 2003. The nr1a1ys:i:; thM has btX'.H u:nder!~tken h;1s been b:1sed primarily on H$:'itss.ment 

cf the <'.:o:;.:rience of-proc,rri:i,g :<.imihi:r pn'.ljtctcs. thewhei:e ii:1 r.hc 1.JK, 

In t<:.'.~ognitirni tlf the inrpnnance <.lf the pn.x:urei:rient apr.mxi~h to lb:: SUC<'.tS:5 i>fthe pri:titN, tie 
e:.rnblhhed ti Pwcurenil'.Ht Gr,)upas part <if tlK owrnH ;;.trenm of work tf) C<.)nsi<li:'.r ho,v b<:~;t to 
"tdiieve the pn.xurl'..merH cf the twni ndwtirlc Tb:. remit of this gmup is to nm.ly;.;e the :isN1~~s 
vlli::;h h,we arisen in othi:r light nll! proje;;b .md w <kte.rmine the trptirnnm tome for the 
procurement uflhe ligk mil netwtrrk for Edfttbutgh. The grcq:J cont.alnt<l ((:p:re;.;ent::ifrve~, of 
tie, the Cmrn.:H, Mott Ma:::Dtm:ll<l mid Faber Mat.miid1 {fa<:.'. tedmkal ,1dvisor$: for Lines One and 
Twn\ I)LA, Grant Thornwn and PUK 

Over fbeJn:;t \t.'.n ye(tn:, numen.ll..J~, publi<:. trnnspon infnisttticwre. projects ktv~~ been devdnp~d 
::ic.rri~;s the <;vorl.J through an ,q:rpruad:i Hrnt in S(,nie meftSUre invi::ilvt~,;; t.ht. lntroductkm of the 
priv.=ite ,-.;ec.wr :in a ri:;k bearing rnps16ty, h1 airportK, p(tW3 and road,-;., it hl$. been fX)SSihk to 
<levdop relati\1dy strn.ightfon.vard furn:hng i1@.lds when;;\ ,1 <:owxsslon comp:my takes 
respzH1,-,ibility for tk Je;:;ign, build, fimmt:ing and <;sperut:km uf rhe pi:ojecL in rcmrn for the right 
lt, the red (>r slia::.kw: nrvenue sl.ream~ ge,ierated by the e:iihmictd jnfrastn1ttti.r<?., In HJb.'ln and 
inter-urbi:in nril and transit ~ystemi,;, whik H ,mmber nf pn:dtcti; have in&:ed been devdnrx:d, 

th0;r funding stru<.:;rnrn:; ha:ve. generdly been signifo:,mtly ii:ion:~ tnmplex, 

Thi~; rnmpkxhy fi.i?Jows fru,n ,t rn:imher of katures {:ommonly a..~s0ciakd \Vith light rai] i.tnd 
other trunsiI prqjei.:;H,. A Hlmrr:ary i;;-f the issui:s whi\:h base uriseu on other projects is s<'.'.! ffM 

Revenue genernfa.m.~ Ught rni1 pm_tects do not, gei:::eraHy, genernte suJfidem rewmJe.frf>n1 the 
farebox w med hot.h the ..:apital and Qperntrng :::osrn i:i:;sndi:tted with lhe pntlect Tite puh!1~ 
sector therefore rnaint.=iins a rnajDr mle, (Z>ntributing ult or suhstantfaJly idJ nf lb:: c.i:piti.l ('.O;;t(; 

either by w,:ty nf Hp·fffmt <.:;up.itul grnm o.r through a l<Jngwr:m servfr:e related payment, Ovtr­
q:iti:mistk prt*ctmns uf farebox re,:eipts hive be.en the ('.HUS~ uf difficiAtie$: i>n pn:~\c<:t~ steking 
foll tra:n:.frr of thi~. rii;k w th<'. f}pCnttur, 

Sodal bendh tm<l syskm quaUty - The publk si:ctor ha., u renl interest in ensuring that, in 
design am! operation, the proyxt mf.'.ets it(; wider sodal agenda M we.U ,is the @('.essary 
ixnnmerdd n~quirement, of the ;:;ystem i)pernwr and fonderii, This hus r<:.'.i,;ulted in ten:.iur; in 
pr<iject,;; as t,) ('.tintrnl ov~r dt~:<.ign <'md ;;;pedfk;;.tion ,rnd ,.:iffor<fabi:1Hy. 
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fot.egratfon· Mtidi oftht, benefit of ::t pHblk Wrnspo:rt service is only genernte<l through 
fnr<:g:rntlon with the other p,1rt" of the trnnsport '.',r;tem, he th;1t bu,,, heavy rnH ,:ir car. This has 
t,ign.if'kant irnpact i':Hl the w·ay 1he project can he ~;trncrnred, with the design and operntinn of the 
system. c,)11strnine<l, and the revenue cdkctkm ability -of the pnajt>:et un<lerlnev,tibfo rnfluern::.e 
f:mm the alternative m,:idc~: oftrancsptxt AdclhioniHy, there i,;; conflict bet:vfeen tb~ p:ra<.'.tkality 
iJf integrated: tmnspmt and OK Cimipet.iti.;;,n Law requiremenrn. EqmiHy, direct i::<.n:npetitii:iti 
frum other public trarrnport mode:; has: dmriaged !he ~=;bifay d' Hgbtrai! :.;d1erm~s to artrad ;,md 
sustain patromige, particd<tdy during th~ :stm:H.1p pe.ritid. 

Risk Transfer~ Previous lJK project:; have pumied risk trans.fer-to the pti</atc: sediJr ns: an 
o~jcctlve ,vithout necessarily ftx:u,,sing on the <le!~1fod ~un:uru:<rci.al implk:Htinns of what that 
means. Ai-> a corn;equen<.'.e mrne prf+~cts have suffered frnrn <wedy aggrc:,;:siv1:'. ris:k tramsfor 
propornlcs re~,ulting in wbs1antkil ri:sk premfa, unsuc::.:esdrii negn!iatio·ns, i,Ktpptopriate fu:nding: 
structure~;, poor vah,e, for ,m.mey and ,.--orn;equentially commendut strw.:tun~:s: '-Vhidi are i:l{>t 

rob1ast. 

Prneurcmcnt moods- A variety of pw::.:i::r<}mem modeh have be<'.H ufr!Ls<'.d for hgfa mil 
projects within the UK with va:rying degrees <:if sucwss. \VhHe mJiiy pmject~ have pmgre,is:'>cd 
rektively smomhly $Onie, pmj<'.Cts have suffered f:n:.1,r, :fodnrs ~nch a;;. in,1tlequate early 
development witb ,ecs:'dt:m:t affordability i~;sues, system ilite,grntii:H1 tr.chnic.t! pwhkm:,, 
irnmffident eady .invo1ven1:e:nt of an npern!<ir/('.()r,trnctor, la(k {>f foresight reg;:irding flJt,tre 
extenskms and umvanted procure:ment<lduy~,. tfo has revkwd its adv!snrs' rcC<)mmend:atkms 
as to Jessom; ln be tnken from the UK ~xperiern:;e ori th~ issuis i:.mHined aMve arnJ:dso S<)tight 
infrmnatkm from other rurrent UK schetnes in rn~:ier ll'.1 :,;eek: to avoid snme o:f these pitfalls. To 
that end the t.fo team have vi:Si!<'.d the ptcyect teams f<,r L<'.eclS, Nottingham, SmJ:tb Hampshire, 
Croydon .:iwJ Dnckbm:fa light ntU schel'.GI~& . .is wdl as projects oversea;;;, Thii> has pr,f1,:ided 
addi1iorm] useful fosigln fozo the optU:nil ;;;c.hemr: l'.r,tirni:gtrnent n,ute for the development of the 
pn)pOi>Cd light i:ail ntt\11/0.rk 

• failure lo re,;;ognise that the bankir1g nrn:rket an)('.tite for ('.er!aln light nri! projt~C! risks has 
evupor ate.J; 

• <wer,-0ptimfat:k revenuj: prnje,;;tiJJ!lcs causmg diffi<.'.ul.tie:; for the Spt'.ci«l Purposf'. Cornpany 
(SPC) and funders; 

• pt)tX pn .. 'lje<'.< <levdoprnent leading to ::;igmfi:.:;;mt wst eS<'.almion, 
• ti1ne~c:ak ddays during pmcw:ei:nent ,md c(m::;tniftio1,; 
• aggre:'lsiv,~ c,Jm:pethk,n from other tra;1~poit mode~: 

• loss of inttgnifo:m poter:tial: ;1nd 
• infiexibk pr(icurement routes and poorly ;:i:r,,lly$ed risk transfer implic1Hkms. 

Jn the analysis and development of its procurement .rnute tle bas ~ought to address each of these 
l~;ime~ . 

62 Eva!uation F<l:'2'(tuws 
Given the iSMK'.'5 identified al:xwe the Pn::.,c:urerne.nt Grntrp stii:ig11t t-O identify .t means nf 
mitig,1frng the p:r<~cutenit.'.Ht dsks whkh !rnv« arisen <m NhtJ· prnjec1$ ... A fW<Mtrernent strnie.g;y 
evalnatkm exen::fae wzg imderlik~~n ag:alnst an n,greed ~et <)f ev,i.hiatlon ~,ritt.rfa iind m~~Mures. 
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• fit .vilh the Los.:al Tra:n;,;port Strategy: this ai's:'sessed key ~ssues imch as integration, ;;..<.lria] 
incfo:~ion, e,;;onomic g:rn,vth and congestion reduction; 

• cost and atlor<labHiry: pn-~ject co:,;b, ~;ource~; of fonding and ri:'sk mmsfer; 
• defo:t-'rn:bi.lity: thfa ,1ssessecl time;;cak\ third party i,%ue;;, fit within the City erlVimmne,1t, 

:funding i~;~;ue~; for the private sector and prnrtkdity; 
• incremental network: this wa:=; corn.:emd with tmw be~;t to ddi ver the e~aensiorn; w the 

netW(ffk 'Within pmrnre:r:nent kw i:on;;t,ainrn; 
• cffo:;rive cnmper.it.ion: thfa u~;~;essed the ability of bi<lcler6' tn partid.pute in the p,m:mement 

e:<:<:rd~e and the rnMimi:,;adon d bidder Ct)mmitment; uncl 
• bldder confignnnkm: tbs '.;s;as focm:secl m1 the achi.evemem of ,,i ~trong tedmkd solution 

;:md the :,;ourdn$ d. 11 stmng operntoc 

6.(1 Operator 

Thrnng:h the procmement pmce~;s He ha;; wu_ght to enharn.:e the Jdivery of the Edinhu:rgh trnm 
sy:;tem by cornbin:ing bei<t pni.dice with bf:';som kwned f:rnrn z,ther related project:.; in the. DK 
;ind abwud, The Nitc.ame of this Wf}r.k kcl to the ;~hapmg ofthe prncmernem ,nute with n 
hn.lilnc<'.d approach ti:i ri,~:k transfer_ and active rr.dtigation d' ~;pedfo: arei.tS that iwve prnv;.-3-;1 
pmbkm;;itic in other -prr,_jeds, 

In direct response to the applkntion nfhcst practice the Hoard of fo.\ in consultatkm. with the 
Cou:ndl and the S'E, d<'.termiried ia SpJing 2003 that the errdy involvement of the trnm operntz,r 
was an imKJVi.t~ive and nitical denwnt of project rLtk maiiagement The pr:indpa.l re(u,i:ms arc 

• sepurntion of the <Jperutor ;;md :,ystem <:onstrnctkn1 r:onmi.<:N achieves high quality risk 
~fa~1ggregati<Jn ,rnJ ,.x.mseqll<'.,n b;,;:nefas tn r:ontrll.<:t pricing 

• early im1dve:rnent of th<'. nperat<ir ;ilknvs tie tn n~e thei:r kr,owk-Jge in the Jei;:ign a.id 
rnnstrn.:.:ti•Jn plrnse;;.. @d ensw·es 1'80 things: 

L the Operator is fully bought-i,1 w the design once opi::ratlonal a11d eliminfttN: the risk of 
redefiniti<Jn being introduced wiih attcm:bnt CO$t impHcationi<; and 

., the Operntor'~; knDwkdge V>'iH assi;;,t in h>:eping crn,;t;-,. of ti.mstrni:tion dnvlfl during rhe 
negr.,tiaibn of the con~,trnc1.itm c:,mtrncts. 

• early invo!vcmem aho fadlitaies pmp<~r planning of ~m imegrated se-rvk'.e ne1work, i::spedally 
with bus q:·,erntkms 

• the DPOF Agreement allows for pain and gain f:-:htr.ing arnund targ(.'.t cost-sand n:venu<:$, 
providing fort:her fii1m1dnl rd;,; n1anagement 

h.iHowing a ri_gorou:~ pwrnrern:ent process and detuik<l negntintinns, ""'l:1k'.h is described be.low, 
th(~ DP(JF Agreement wa~; signed with T:rnrn;dev on l4 May 2004, The cmitrnd $lrndun., 
adopted by tie is now under J('.tiv,~ assN;~;ment by a m.1mbe.r of English authoritit~s ;is a me;rns tn 
resdve snmt oftheirexecution pmbkms. The r\:£ent NA.0 report poimd srrnng]y to early 
opernmr invdve,nent ii;; a mcims nf imp:rnving: the executkm i:}f trnm procnrerne:nt and 
adiieving a S!%tb1e and afford:,1b!e sy$tem. 
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--------------~---------------------........ 

It l;:; tfo\; prii:rnry i)bjedi V<i that thi~ prnoi~s v-,,ill forge ttw bm,i~ for a $1nJng and 1n11iu<iHy 
bendkial l<mg-tettn p,ittn<-;dng tt:htkirn;hip \Vith.Tnmsdev fn, th(". n~H:tkm M th~ fahnbJrgh 
Tr,Hn N<:hvnrk. Jt fa ixm~frkNd tbat ihi,~ r<'.blilitt5hip wHJ.,1:;siM in the pro:nx)tkm of i1:1regraHon 
hd<i,·:txm the d1fferent trn:n::;prn't mode::; within the City, ~ss:it-,Un devdopfog and delivering the 
optirrd prqject kir Edtnbw:-gh, ~:nJ ~ho assht ln mtlnaging <:o~;ts ad bringing firnt hand 
e'l<'.:p.~rienct\ to :r-~wmue pn:tj<:icl:lons in ode, to <ldiv~r a n:lbust prnjed :m<l avoid unnect\%aty cost 
creep. 

€L3.1 Operator p,(lCUr~rnenl approach 
Fdkiwi:ng the hwe d t Fdor fofon:nathnN,Jti<;;;~, initial ,n;,ltting5 w<:re. r:ondtitted w:lth th<: 
foH:CNthig tespi:iro:<lent$. in M,iy 2003. Jt thouk'lbe: rn3ttd ib:tt these lnfornral distnss:ions did iwt 

fonn any ptirt ,1f th<: ev,1:h1,uksn p:rnc<:% to ~f.'l:::;.:.;t th<: p,::.~fcn:cd J:K11:tner,i:ath<:t r:hey \Vtre used to 
<',S:'l<:% rn;:::rktt rippttite kn: sn,+i eatly npernk1r invdvemtut, 10 rt~;t priv;:::te $.eCH'.lr vi>::Wi:'l on a 
11nmh;;;r of.key issues and rn i*;siM in s.::<)pi:ng mn th<: r<)h:: r;f th<t DPOF partner : 

• Alswm: 
• first Cltmip~ 
• HTM (\w;dL:m<:y; 
• K(\ll:S: 

• Serct>; ;.tud 
• Tnm~ikv, 

• bns,-trn:m intr.grarion; 
• remtlll'<~tatit;n; 
• opemtion$.; 
• infrn~;tructttr,d eqnipment prnvi:;;h:m: 
• risk nfo:\cntk,rt ;l:nd 

.•. J ' ' ' • trn'.lrngt t:<:Si>Hn;:mg issi:ics., 

'foe tn,tin to-rn;Ju$:!l'.Hl$ finwirig: from these dhi:ussion~ ,se:re the rmirket's e:rtthisbsn:; frrr tit's 
pmcun•,xu~:r.t pt<)pos;-1h. nnd a wi!nngnt$S nf the qi.-:rn!<ir~, to get involved at the ow;;:,et uf ihe 
p:mc<:ssin order to avnid sdn<: of th,> pitfall;;; ,:if Nhei- nx:eru prqjtcts, ft,nhi:t ,ktaH as w th<'. 
onKornts of the ,ii:SCi.!$.$,kln~, ;~J<: sd <3W bdi:w:: and :wi:w rn,ed to it1fonn the :SC(i-)$ ;;ind ;:;hap('. uf 
the p:rn1.; ure.ment 

(kneraHy the oper~tt<tr$ were i.xm:iibrt.1bk: with the frame'<vurk f;uthned.by tk for the 
d{lvdnpmcnt <if;:\ se:rvk:ei:, ii*>gn,tinu plkm which wnllld fomi u by element in thi;: ili~f>esf:iment of 
fo(fa recdvfd and the: e,,>nW;i} S('.kcfami of tll<'.· preft}lTedpa:rtner, A strnng recognition tithe 
imr-0.rtt,ni)e of:;.ticN:ssfu1 integriltii)u w,1:, ('.videut. 

An <)tillirm of the propi:}~ed payment mech:uri:i:~ms 'Na$. shnred w:ith the <iptrntor:S: setting otit th<'. 
mile:~t<.me basi~ <luring the: initid pb~e::i atd a "pitinl g:ain" :;.h~tt'ing: me<:hi:ldsm l);;1sed i::n1 target 
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,:'.Osts and rnveni;ms d:iJring mnbHi ;;atkm and nperntions, Nii rni\jor L%tit<$ regan:frng thi:; pr<ipo.s,1ls 
were noted. 

The question of f,HVt, polk::y ;ind tlK <'.fJ'.K~f<!t{>t's :::k:grte <,f conttnl over thes<'. h~is ~t rn.tj<ir ianp1.:t~t 
on th('.it attitude t<.i !t~Ventie rhk. The Coimdl policy hu:, yet to be <ik.vdoped in rdali<m to trnm 
far('.~;, h<n,,..ever a t,;i>bstimtkl degree of <'.untn::\l :,,,cill n:-:m;,1i1t with the pul,lic serwt \Yhi,:;h detrn,:;ts 
friJm a foll revenue tnHisfor as u,:,,td abnYt'.. 

fo wrms ;Jf nperndng frandiise length, the <.iperainrs hml v,trying de.is as tn tht'.ir prefrrred 
initial contract ·period, renew~1 t1ppnrtnnitks ,md brrok pofot:t Th,} preferred i):ption <if the 
PnxuremtT(t Group, endor:;;ed by the ti~ lkmr<l, h un initi.d 15 year ,:.ontnid, with un optiori for 
th>: w <.'.:>:1~:rn:l thr:. c<imrnd fot a fonher 5 ydits (thhl <:i>inp!ks with ;::i:inent $pplk;:ibk EU 
k,g isfation}, 

Tht 1:nai11 fo:it\Jfc d diWlt%1ons h(:l<l in rdafom ti.i infrnstrnt:ture and equipment provi:=;Jmi 
surr<iwi<k<.i fot :rb±IHy and win.ingne:=;::;, or oth(:fW:k,e, of an npernwr to ix:mpk the pm.+,1nn of 
rniiinknanc;;; ,'is an dtJl'.K~rJ o:fthe npenitng contnKt, or the infrastructure und equipment supply 
cor;tnKt. V tiifoz,s p;)ftk~; had r1ppr1~;ing vitws. ·111,.~ prderrecl option of the Pr•xurnment Grm.1p 
·wns in pro<::e,xl on fot basis that infra:=;trnctur(: mai:m.enancc be:,t lk, ?dfh the inJrn,,:.\:n.i,:;ture. 
provhkr. This a:,rx..,,,;t mmai:ns w:v:k, detailed devdo"fxne:nt a;, p;_fft <.rf the infr:i.strncwre 
pt,x:nrcmcnt. 

In rdufam tn fr;k sharing, it w;;is appun)nt rhal ;,:1ttwtgh ope:rsmJr~; have wnte.mpbted untl :in 
t:ome .;ases accepte<l revenue trnnsfor 1:h:ewhere, thi~ ,va;;; ii<it n('.t<:$$ad.!y MnKrrlere<l an optimum 
1><:ilut.i<:.m fot either the pub:iic nr foe _private secti.ir, Fac!:<llt, sGdl af;. <'.%trd ov.::r fare ;;cdhng, 
,;:untml orw integration, and the r,;:quird ri:;;l;; preiriiutn in Jight of1he bc:k ofco·nfidcncc. :in 
patronage rm),kJhng dl <ldrn;:t frz>m foll fordwx ri:venrni tr.iris.for ;W the (il:lt:sd, F\,rtk.ufar 
<:,'.l.)'n;:ern ever re,einn risk tr;:m::;ffr .. fo:dng th<: :biti,tl (ipcrn6:mal mmr up period d two to three 
ye,m, Wiis ahz> highligh!d 

tfo highHghted their requkem.ent for~ compact focused tem:n during the devdopnit~nt _phases, 
with fovdvement d' seninr fodivrdi.:rnh who have five trnm Dpernting e:qx:rience.1.ong-terrn 
commitment fr:, the Ecilnburgh pniject was ahH hlghllgbtd m, key, with a focus on ihe 
czm.tinuicy dthe t:edur te~m \<,:'ho wrn kwJ the ,.1etmtl maingemem ,md op.:\ratiucns of the projed 
t.hrnuglKiut the pmce:~:s. The operntzm; were mmfo ,nvare of foe inij'.'.~)itance (if the !:<!,1nl 
prqx.,sed in tk\ overa1l ev<duatifm of bids when re::.:ei'<"d. 

Ftillow11ig ~n OJEU }H.ltice brni:d by tk <m 11 .hme 20n3. ~ix potemial N,l.krs llubrnittd pre­
qrn.dificatw:n que~titmrntire~: The ;;ix bidder~, were; 
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• .F.in,t Group: 
• HTM; 
• Kenfo; Vi;,i Ctn UX Jirn:b'.d in ns,;;ocbtkm with Pawn:'l Rri:nkerfa,ff; 
• Natirnwl E:,;press: 
• Sercn; am:l 
• 1\ansdev. 

The pxe·qualific;1tion (jtKSbormain~ indrn:led a serks·nf kchn:lcd que::;tinns de:,igned todkitthe 
d('rnonstratcd experience n:nd c:ap:ahfrity nf crrrn:li<lates ii1 p.mviding these scrvkes, k aht:i 
cnntn:ln~~d a ~crie~ of finand:atquestinns devdnped to r::lfow an asse:~;sment nf lhe frmmc.::id ,md 
economic standing of each nf foe candidate::; in relation tu the D.POF ,rppwa::.:h. Candidates 
were afao asked to return s:igned bid condition~, dealing wifh ndes oftendering. 

Following the evdrnitkm pmce~ .. :,, tk invited f.Jur biddern {J:iin,t, Keol:is, Se,c:ti i_tnd Tnmsdev) ti:i 

respmid to the Invitation to Negotiate issued on 2.5 Sepkmber 20(l3, Eid :.'i.tbmlssitins fr•::<ni the 
four parties wtrc re;;ei:ved oi'.i l 8 Novernber 2003. Folbw:ing bid cfarificatiorn, and negotfrition~, 
tfo sdeded T:rnnsde:v w, ifs preferred pmtner, 

The DPOF appnxich is <h:::signi.~d tn permit flexibility fo.r incremental tleve.!opment, corn;trm:tion 
und delivery of the. tlnee fa1e core nctw<irk ,'ind its pfan:ned cxpnr,si:m'L The DPOF appmnch 
c(wers :four distinct Edinhirgh 1\arn NciW(irk Pn.,ject Phases crnatbg a frame\vork wiih an 
equitable bnfancc 1~l\Ve!.~1l r,~Sf><msibl!itic:;; and reward.'s, .An outline ofthe activitie::; xi:-,si:K1.:tted 
with ea('.h f'n:rjcct Ph;~$C h given hdo\v .. 1t ~.hon1d be r:ntedthr::t ti~ has the ability to terminate 
tk DPOP Agr,~ementpdor to Pha::;e D 

During this fJg:iject Ph,is,;:'., tiw Opetator W()ukl be eng;,iged '-'>'ith tfo :'l:rrd its advi:;;ors to depk;y it~: 

uperniiona] ~md t.'.ornmerdd experdf;e tn ~(Hnp!de devefopmc::Jt of tfo's requ:lrcmtnts for the 
system infrtstru~tuJ~'.. 

Th:i8 Phase wm be concerned with preparnti:fm for infrastructure, \'Chide ,md equjprnent 
proc:urement (fo1l•Jw:lng RQytd Asse:ru w the e;iabhng kgi:',btic,n} for the three t~Dre net\vork 
lines. 

After award of a rnntrnd for infrnstn:icture, vehicle and eqdpment delivery~ it is envi,;aged tfaH 

the Operator -,,vm1h:l be a member .of tfo 's project m.irw,;ement team. TJw Operator wmitd 
tindtrtnke syMtm mt1b:i faatirn1 dttdn,g; thL~ Phast in onkr t<) prep:icre for foll opemtion and 
comp.!ete arr.an{;Ml,~r::ts on servke integrntinn, 

During Project Pha::;e D, th,~ Openi.tor wmikl rnn Line On,;), nccep1hig :farther core net\Siork 
iii:cremenrnily, The Optrntnr would cont.inne .Pn::ij:co. Pha$e:s A, B nnd C devdoprr:tnt 
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p;;inneri:ng foncfa>ns, m, required by fo\ in rebtk,n to farther Unes ,md exptm:;;h:m b<:'.yOnd the 
cnrc rvtt\~/ork, 

The O_tX'.n,tor will ·uhlmi1tdy t:~ in duy to J.;;i_y i:nntrnl o.f pmject perfbrmance and hence: the 
quality of servk'.e :pmviJed tf:\ the public ffowever, the frmw.:hti<.ms for fot: prn_je.ct Jev,:Jopment 
He with H~ and lh :dA:wrn. On,_:c nf the main fa('.W-n;-in:v-nlved in bringing on .. ,m Opernwr during 
the ('.arly phase« nf tb: prt:ki:t is to inje(:t :heir perwectiVt.'. to the Jevdopment Qf the flt.'.t'NnrL 
md hciH:e w fa,.::ilit.1tc- the trY.iiuti{m vf the optirmd Jdivery pbtform for the tri.u-n pn"rje..:t, within 
dfonhbfoty limits. h i:;: antkip,Hd by 6.~ ~m<l the Procurement Group tktt thi, apprnaz:h, 'Whiz:h 
ha!i been ern.lon,ed by the Cmmd and supported by operntorn imerviev;e<l aa the PIN istage, 
sh,ml<l allow the ddivery of the prqje;;;t t,;:, meet bnth the Courn::ii and tic requirements. 

To ,iddres:.-;. issues of pertz,rm~nce during the opernting phase of the contract. foe .D.PO.F 
Agrcemm1t has been ,,;;trn<:::turd w lnt..'.Gt)X,rate ,1 Pn.yment Mechmfrsm which tie helieves of:fors 
the Ope:rntz,r in apprnpri.ate rhikhewiml ,,;;hirre, He's proposed payment mei.:han_i1,m fa ;,:et ,:,rn 
1::e.bw, ho:.c,vi:;wr in surr,ni,1:ry, the Ope:rnti'.Jr wrH he rx=:nalfaed under a KPl regirr.r~ Jbr not 
dek,wing servke m tht~ required spedficufon, whiht being inz:ent:ivi,ed w rrdni1,lisc costs mxI 
n1M,inii~;e :revenue to ti,ke advamage of the propn:--:ed palr.:/gain t,hadng mecbar::fam, The final 
stnrnd d' th(~ p.iyrntnt mtdia,1brn, iiamely the \its:ion .Achie">'ement focemive, is a kmgcr tcrm 
,§}:>al for th('. Opet<-:iwr w "':;pire !(,, Thh '.;/ill nnly be payable :in cin:·um~;tuni:es '<Yhere the tr.um 
proJe<:::t\ financial Frfr:,rnmnce exceeds expectntinn:,, mid wher<:: Hi,, quality nf i:iervirt ddivery 
ahu ex:;;cetfa H prn-.ugret::d chdknging targt:cl kv{lL 

A key ekmtT,t of ret::iln~d rbk for tbt public se('.tm· sw-r<n:rn<h ihe atwal revemi<'. ;i.nd ;::ost6 ,:)f 
the pn.*ct One of the factoi-S influencing the <kchkm w proci::td wlth the DPO:F ::icrnngement 
and c=;epi.trate infrastrui:tu,e pr<:irtirt'ment w;Js the tmderperl\>.<nnnn,;C <if a lil.i!n.b('.f of the fall 
P-f-1/PP.P :rtrncwrn.;;; '<Vbre. 100%, furebnx risk hr:-; bet:,n irs:mi;forred to th,-:: private si;::ct.O:L Jn 
partic1,br, due w the fad~ d wnfiJt.'.n<;;e in _pi.1trrm;.1ge :m<ideHing, the re,.?<::'.uue: s,re:,Hrt ;1ssocbtd 
with HKh pn>je-;;;t:,; vmi be he,ivily ,_:k('.lmmt<l b -agreeing ~i find prict', and ;i:Hr;i:c,s ,~ ;;igniflcimt 
rh.k pn~:mium in t~nn\ d fonding ,n<irgins. 

ln i:wder rn adikvt- tht bervsfib ;.~ssncinted with frw DPOF stni;;'.ttwe, nm revem,i;:: and i:tpernthg 
<:ost risk wiH ,K;( be trnnc=;forri.j tn the priv,.tte :,ei:Wr, Rath~r <t d~gree of t:rmtrol <iver tht pubU( 
:,,::ctor'~ expoisure to operating c.o:-,ts and revenues ht:-, been built irllo the I"IPOP i.lppmadi via 
the {kvefopmem of .;;i puinlgain i;h.;;iring med1aniHn. 

This wgime, whbh cnn1pun:%, actual z:rn;ts and n::vemie;:; with pre-agreed turgetc=;, ha:, the jdm 
lxnd?t of in:;;entivfamg the .;;,perntu, in mrnimif;e o.i:-,ts, ,rn<l ,n.aximise rnv~,u:w, whl.M foniting the 
publk Se('.Wr'£ rid,;. 

The i,uc('.c:;s ofthi;". trtrln/gitiii :;;)i;Jrbg n,~drnnhm wiH 'tit~ driven not i:mly hy th~ N,ttnw 
pedn,·m.r:'.lGi;". <{ thi;". p,"t)jttt lrt k,·ms nf tl('.tWiJ ,'.'.osts ;Jnd J,::',"tnw::8', bnt also foe .::ig;reerri<:nt nf 
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appmpriatc target~;, Jn orckr t<) introduce ,1 cnntrdl mechm:ii:,m. tn target co:,t $i.':!tt:ing the ftmr 
:;:hon: H:;:ted hidders 'Nere re<1uestecl to ?:ubmit their co1:-;t:ing a,,,::;mnptions for each eost demerit nf 
foe project The,;;e i1,%u:mpticH15 \~'ere used to creatzi a. coMing fran1cwnrk or tempbk\ w lie 
refined hy tli5<::m,:;:fr:m "'vith tie and the :,;rn;c:e.~,:;:fol Operator owr the tle~·el<;pmerrt phasi:%, m; die 
detail of the Line is cry~tal"ffaecl. This :inJZlnnatim1 \VirJ be m,ed in the 0BC which ci:mtains a 
formal fonding reque:,t and which wm be "'ubrnitretl fdinwing the tlevdnpmem Zlf project 
:;;:pecifirntion w'it:.'1 Tnmsdev, Revenue tttrgeu, wil1 abn be devduped during the e.m:ly phases of 
foe DPO.F a.-rid fi,wd prim: to Tran:;:dev's mnfin:ned status U:$ system opernwr. Jn the- im:,tance 
,vhere agreement surrnund:ing target setting carmnthe ,tdiieved between tie ~md Trnns<lev, tie 
have a tennirnitlZlnright tiJ$.tep <:)\it of the c:tn.\t,~Kt. lbs enviS:tiged that the tnrget O'.*Sts w:m be 
reviev~'e<l mid rt~er <ma ihtte ye.,tdy b,isis. 

<!L3,3 Payment Mecharfrsm 
tk\ prop;;sed payment meehmhni uver the frrn:r Phases h sunim;,'ifi:;ed bdnw, Thi~ W,ts: stibjix:t 
to foe rel>pon$eS re,.:-:ei ved fmm foe bi(k.kr:, .. mJ Ht'.g<>tiab:m ·with them -pri<li" w sdedk)n <tf th('. 
JJ!:'OF partner. T<> facilitate this the bidden, WC'.re nqtiel>ted t,J supply detids a:<:: to thdt 
assumpti,ms and breakdown nf c<:>sting data as an imegrnl part of thdr bkk 

During Prtiject Phase:;: A w Cf the four bidders .ve.re invited tiJ ,-ntppl y t:apped fre esti:rmites, 
ba"'ed mi the st:op-~ n:f wz?r'k &t m.1t.in the output Bpecifr:;atkm. PayrnemB for the~~ phac:;e:; will be 
m,1de on a quarterly basis with tb foe ba,~ed on the <.:-:~?st nf the Operators expert peruonne:L A 
retenfom of 25\l wi11 be re:mnteJ up,m Che compkti<:m ,;/ each indivi<:.ltml phase, 

During mribiHstttirni, P.ha:s:e C2, Transdev win be paid on the bas:iB uf a pain I piin :,haring 
arrangement arnund agreed Wrget costs for th!:. phase, Thest'. tMgt'.t costs will be d<::'.<1doptcd ,md 
agreed prim to on:npfotirni l,f Phase B, 

til$ pwpo$d P(lyrntm Methrm:lHn dnring Pn:j~~ct Pb~e D <:x}mprise:.; the folkrwrng di:sc:rete 
elements: 

• Operating; C<JSt$ and P:rnfh Eknient; 
• :PerfonnaJKt Regime 
• P,1in/Cfain $h;1fe Mc;;h(l:nis:m: wod 
• Vision Ac:hicvcinent Incentive, 

The O?('.ratot Y<"Hl bt pakl pn>i"ft ope:rnfrng !;(lsts and a faxed profit ekmerH rr:irnithly on the basfa 
M' the target opeHtdugn),;;ts ,md ,i fixed profit denient. The armual target operating ciJ~t:s win be 
,1g1\~td wjth foe Operntof prio:r to ,xirn-pktion of Phas.e B, and the profit dementfi ,sere hid as 
one of the TTN submis::c;km requirernerits. 

This i~ tlK Jay-to-<hy medrnnfam thrnugh which tle \,'ill mrmiwr an<lin<.:entivi:,e foe 0:perntor 
ti) deliver tk high qi:idity lrani pn:tli}ct !hat is envis~)ged for EJinlmrgh, 
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J::; (:f:~::::~ (: ·: ;:)::;:: : . /\>C: :~ 

He has sektted :;,,:'..Y\'.11 wd,ghted KPh, ·whk:h h ('.(H',:,iden, a.,<; n.inH i:mµonant to ern-;w:-e the 
cfficr.ive openi:tkm nf rhe trnrn sy;;;tem and a servici: quafay rnsprn:rsive to the Council's 
aspirntkins, 

Pain/Gain Share Medumism 

'fois is the key ekment of the mechanl::s1:n which ildtieves n'.M\iality of iJitetest in the ifoani:::l,1l 
perforrn.a,Ke of the Line, The intention of this mei.~htoism ls k, dfor the Opel".M<tr ;i:rid tie the 
oppo,tunity to shiire in s::ivings on opend:ng: cosN genernted from {}peniting: the sy~;tcm mi)re 
efi'ident1y 1md in the grnc_r-.:Hion d ;;iny .,id,:faimi::ir re~·e@,t,~ ahove t.::itgets. 111e mes::hani~m ;tls,:i · 
trffe:n, the Operntnr i.m element of prntectjon against: dovmiside :revenue ri~k and c,.,$t e,,cafotinn. 

·rhe comp,=sri::.on d: urgd. and ,"Kti:w] t<):'Sh :rnd rcvi:,nut:s, irnd 1h0 i::n,cwin,g p.1ynx'.nt tti fit from 
th<'. Openii:o:r wiH bt Jx>.tf()rmed by tie ~01:::-,i,-,n:in1rnlly, Jt is p:r<ipo,-;¢d thnt th,~ tar_g;('.t) <we r¢vlewed 
duri.ng the t:Our::;e d' tht i.:nnw,i;A <m a thn.'.e y,:ady i:yi;;k ~md [f ·r,e<:ess;;iry :re:e,et b-y ::igreei:m:.~nt 
bet,.,,e,trt tie and i.hi:, Opemtor, 

The prin<.:iple 1.md<:'.rlying thi:;; wodd tx- w r<'.w,:rd !he.:: Op<:t·at<..,r for tk ,'lddcd vah1<: fteatccl in the 
trmn sy:,tem tlmrugh :;;utrnined high quality perft)JtnMi<:e as mcntmnxt under the KPl regime ;ind 

a greuter tkm fo,cci:n surplu:s ;Jf n:M:::nu\.'.:, <M:::r ('.USb, h,i,.,fog; rnk<:n n<:cmmt nf the pahi/g.::iin 
:;barn ine('.lwni:,;,n, 

6.4 lnfrastn..icture 
Th<: Procurement Ornup ab.t:i corn,itlereJ alternaliv:::: ::clnK:!:::.u:es for the procurerncnt of 
'ir:fr,i~;l:n1cmi-e', 'trnm Ythick' ,md \,,y;;tem integration' elements 0f trn.m sy~tem. 

The Prtx:uremtrH Cif<)iJp' $ coHecih·c t:>qx~rien<s:e of pnx;::urement was w;ed to asses~ <)ptiuru, over 
a iwnibt~r of dernikd working; me<'.ting::;, This experience is now su.ppkmented by Trnnsdc.v, 

Tk ,tlms of the P:rncwwnent (i:mnp M<'. to <,sses:, the ulterrmtives and idj~ntify the preferred 
ti)tite for pi:ocrn\~i'.(',,;nt 'Nhkh cmild form the h%r;; for market dhcus;;j,ms, ft is imen<.:it<l these 
cm,du:,;km,s; will h ttsttd with ,h,; ,mi:d,et thnnigh n VIN pn1ee% m; the r::ext itige, 

The Pmcurerrnmt Gnwri utdt:'.ltook the ;Js.~;:s;c,mern of option&c throu,gh nmking ug11irn,t eight key 
i:rili:.iii <.:umµrising the f,Jllo\.ving. 

Rbk ~ in broad sense: '<Vh0 takeG; the mk of infra:slrncture failing w work, C'.Osfrng :::nore t(i 
i:nm:trnct anJ taking hmger to <.:<Jnstrud? This type of ri~k c,H'l be lr~mderred to ~m in:fr,istrndi.ire 
ptfftner u.nder <.::enain 'pnx.:uremem vptious, bu1 alway~; ,.tl u prke, As a general nik, the ;1hn is 
therefor;;.'. to trnnder ri:S<k !iJ thosi::'. beilt pbced w mamige. CtHi.:r;fr1eratlons in i.b;icling; 1rpi:m tht 
?:rncurernem Grmrp''s vi,~w vf ri.sk rndtdtd: 

• tic~s fgvn rewurnes and cxperti~,~; 
• timetabh it:nplkntions: and 
• ill't'.<t:o where Hi: m:iy ·wi:e;h tn rn;1inuib <:cntrol fof ozh0r J:t;'.1$.0H:i, 
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C<:ist (~rt.ainty ··· how important i~ it to have H. degree of wst certu\nty on cosu; ahead of 
<::mmnHtirig w contrnct Cnn~-lclerntmm; indtH.led: 

• &)urce of fonding: hov,: mw.:h cenaimy iS required in ~d'>!·ance <Jn a,n0w11s? 
• def:in:ing 8<::t>pe: degree of cert1inty is imporwnt \n planning ~ope of differt'.nt plrnses of 

infrattructure. 

Co:atrtiI - are there ~ir~u, of the lnfrnsu:uctu:r,:: nwr which tie o:r rhe (\rnnci:! need gre:ater 
cnm:rd .-· for <;'.OJllrnerdai or nthi::r rem;nns (e.g. pnhcy ,md phnning}?C<1n,;ide::-Minm; induded; 

Flexibility of contract - how imp,;;,rwnt is it to Lx; ,:itle tiJ ch;nige sci;pc ··· add or subtract 
,mb:,t.antial elementl! (\m~:iderntions induded: 

• genernlly, grnakr flexibility will reduce rnst certdmy; 
• fiedhility may afao reduce the :~cope for ri~:k trnnsfr:r: ,md 
• degree ,.lf flexibi.lily nwy be cmi:,tnline.d by priJci;ireme,,t rnfo:;. 

Fk:dhiHty of flm.mcing -1ww important i:::. it to keep all financing nptkms open e,g, 
'conventirn1ar (up farnt er mlk$totK". paymem by tfo), private fi:nilnct raised by fofraco (PF:! nr 
PFr hybrid) or oth<:.'.rn (km,ing}: Consider,i1kms incbdcd: 

• VF.;\.11-· does npp::irtunity for prh·a:te financ~~ dbw for grrn1er risk tr;ir,sfor .::ind potentially 

better VFl'vl; mid 
• prnffleof funding avaifability, 

Denwm;trabfo VFJ\1- ,my sde.:1ed <:1ptkm dearly inu$t be cnpnbk of ddiVc:dn,g VFM, hut aho 
to be ab1e {n demonstn:@ thatthe appri)ach is likely tn de!jV('.f, Consideriltinns included: 

• value of cnm1x~tition f(;cr largest cost clemenN of irffrJ:stn:ic.mre; irnd 
• possthk reqnitementfor be:Jd1marking am:l competitive sub-{;nntract tendering. 

Mal'kct interest - i~; n procurement i)ptkm likely to pnwe attractive to the muin priYate .se.;'.tor 
providers in the 1nilrket? This i~ linkt~d to VF\1 since it detennines the Hkdy strength d any 
c-0nrp,ititfon. Crnisidi.'.raljo:ns iiKht,;kd: 

• foniihHrity of pwci:::re:ment r<mt1:~; 
• balance ofrisb Hwi: the privatt~ s.ector are ;i.~.ked to take; 
• darHy on pn\iect <ind fondirig and pnlitic:rl support; and 

• market vitw of tie's {1\vn cnrnpetcn<:e and expertise as a prncuring authority, 

lwliw.rahiHty - what is the degree of wiif:idence that the dmsen pw.::urement mute will be 
e:f:lective? Con~iderations bduded: 

• novdty of (bostn option: :md 
• potentia1 hidikrs' kvds ofcomfnn ·with sdeded <iptimL 
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following di::Ktission by the PrPrnrf:ment Group a hmad us:,e:::rnient of the rdativ<: irnponaitce 
and influenee pf the key {Titeriu was :iweed, 

L Risk -The genernl vk:w, giventfo'so',vn WS<)lJrces and <.>xpcrfon~:e i/~;sent:kiHy ,t 
prnrnring body, mt.her than a m,ijor pn:jen r::rnnsgement orir=inL~aiion) JH\i th:: s<:<'!JC and 
complexity of tht tram .infrnsti-udtm~ ;;che.rne, 'Ns.s thi.'lt de s:houh':l r,e fo~eking to mrnsfr:r 
,1 sigrdicant majnrity r:d the nMjor proJeet riik::; to a ptivat,~ sectorp:rtnet(5}. ln 
partiJ.:::ulur, key:, rfaks to be trnm,foi-red {ar ,m B:pprnptir:.te prke) s.h<?ukl indude the 
mujnrify of eonE:tructinn ri:sk, (ctH,t and dduys) and the tiE:k that sy:,km works (induJing 
integrat.inn}, Hmwvcr, the Froom~mem Group 11!:'su ugmed thut fhere '.Vas u wHlingness 
w retl:lin de:ment:s d ri;;k u:.:; ;m acceptilhk trade-off in mder t,;; 

1. Cost Ccrtah1ty - The Prn;:;urnm<~nt Grnup\; view w;:,is th;:it a degret of C<)St C<:'.rtdmy 
,va" important \Vhiht thi.:; ,vifr; not an immediate t{'!tftiirernent, it WQi;lld be a prii:irity 
aheud oJ "'igning the .infrn?:,;tn.icrnre comrJ{'., 1:<:twi:rbg the bulk <if cM1stn1ctk)n\ 

3. Contr<)t , .. ·n,e Procur~mcm (imup comi<lered that them ure l:lt kt,t thte<:'., and po%Ih1y 
four :irca", over whkh the aclvanmges t)f tk retaining ;:,i de.grei:. of ;:;i:1,rtrol l'.HllWti:ig:htd 
the p.:,!'Ssihk e,w;i<::;n d ri4; trnnKfor, 'Itie.St'. ari:.,J?:,; ;;i,('.: 

a, Clmk~ of vehkfos.: Given the o:ms:ide,ibk s:.:~m$iJfo:kttiun within the !:t:i.m 
:;:,upp1y w;1cktt, albwii1g t<)r ii. mi.'lrket ,ef\ponse ildu.iil't' Df tr,im i;upply wm 
~n;::idy nxbc,:- the nwnbex of :infrn.strnctun:: tende:mrs anci could z:ompromi!;e. 
final. :;dedi.ori, prk:irig: 1rnd ri:S:k t,·ans.for, h,r thi~; reil~;o,.s,, the Pro;:;urement 
Gn:n,p agn:;<:'.d th:il tfa~te <Na",. :=;twng ,::,a,,e for tie to separately devebp H rr:um 
~uppty. ixHnuii:-;:s;frming., m,iii:1kn,1n0c rmd spirre parts ~;upply ;:;ontracL Key 

would 1x. th<:'. timing of :,rn::h a <:frntrnN ii:ml m::nmgements tz?. migrnte into the 
rrni.in in:thistn.icture <::fmtrnt.t. 

b, Design: Given the p<irticnlar sens1tivity {?f sections nJ the Jme within the 
\Vndd tkritao§w O;ntr<'. ;;m<l th<'. known concerns of the Councfl'f\ phnn:ing 
iiw:h:u:ity, tht Procu:n::rnent Gtoup ;1greed r:h,it there \Va:.:; m;,::,rH in ,xmsiderfog a 
prdimfrrnry p~ebge of targeted deslgn work ;:thr:ad of the kiting of r:.ny m::iin 
infr.tiltn,dtire ,;;onti:1ct Th'. aim w,)dd be ti:t ;t%.ist ~xith th<: tkve.lopment of 
de~ign~ thal ;;tf{'. Hkdy 10 ~.att:3fy pbr:ning; rcqtiir~~menis, reclndng: risk irnd wa.<;tecl 
Je~ign work ;;m<l speeding up tlit ov<:i~,:in tim~~tabk. K<:y will b¢. i.kten:ninin,g an 
uppWpri.ite kvd <if',vnrk ih<tt ,.x:fH prove attl:iittive M pi:ltenld b:iciJen;, '->Vithout 
,btorting ov,;:r;ill ,x11;.l$, ,md v,,ithont dd;1y:b,g the letting of ,i. t11{:l:ifl infrastmctnre 

c, UtHity diversion: Thfa h a time <:<msmning and high ,fak ebment <Jf the 
project 1f tic were able to gain a greater kvd Qf j.:::enaimy fm re<:juirnrnmts, this 
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cnllld Si%i,;t b<)th ir: Hd:i:ieving the Hmetable.and.in redndng ri:;;k frw the m::iin 
infra:;trn~mru cz)i1trnttor(with impact on ddivembifay ,mci C<)::St), 

d. Sy:':ltem inregratfon1 Given the irnpon.ance of "ystem" int(~g:ration .. and 
fim:ifady limited market, the Procrn:ement Clrwq conskk,vci that tfo may wfah 
tr; have greater ci'.lntro1 a:nd vi:sihiHty nver thi:;; n,tpcd of :iriy <:onsnrtinm, 
Whether thfa rec1ui:red a separnte initial ct:1mrnct (a::s with vehide;~) i:; :more open 
tu qHe::;ti,-:rn, given the irn:porta:rR:t."' nf tnn,,forring this riSk tn bfr:!ders, 

4. "flexibiHtJ ~A'ctm.trad- '1'he Pmrnrement {}mup re<.::ogni;,;e.d the trn,kAnff;:; between 
cm:t <::ertainty unci risk trnn~frr an<l He:6hHlty, Neverthdes::s, it w:.is agreed that the 
prnforred procurement optlon, il." a minimum ,,hrn1ld he puti:intiaHy capshlc of delivering 
the ~ystem thmugh H serief tif ttage:-.;, via tl ,.>1ingb initi.al pmc:urernent. IJefining the first, 
ard mo5t certain initial trnnd,e. \$;:'Otild be e::ssemid (,md wuii.ld need to fit the 
affon::labrilty c,mstrnim~i} but as the most dfktive meanK d'hai1<lfing fotu:re im:igrnt:ion 
h~uc~, ti~ shm.il<l fo1ve the aptim, nf retaining the same private 1,e:0tor p;;irt.ner for 
~;ubequent tnmthes. an<l ,,:ystem expimsion, ~;u~jei.it to VFJ\,t 

5. FkxibiHty t}f flnandng - The view was thtt it wm, im;,xm:.int to mdntuin .:dl financing 
nptions at l.hfa :;rnge, ir: p,~rt:ieufar the optfon ofpdva.te finance, viu PH zrr~ l:'H. hybrid, 
given the potential for _gren.ler ri~;k tnmder Md VFM. and the ix:1tentfal i~:snes in rdutinn 
tf.J the profl.le of fonding n vnHabk frtHn the SE, 

6. l)emon!',-i:rahfo VFM- 'Yhe Procurement Group agreed <m the import:mce, given foe 
high profik irnd seak nf pmject, fr:: dw,xHitextboth of SE VFM and local auths.it'ity 
he~;t vi1lw~ ubhg1Hiorn;. Iden.Hy, this CNJM mrt~t dearly be tkrnrn::~;trmecl Yii:l atrnn,.>1parent 
and t,tnmg competition for th<'. m;,d:n comrneL Thi$.. :in tnrn would n~ti:ite the 
Pn3crm:';'ment Gfoup to he ,,ar.hfid on likely m,,rkei inter<:'.~t arid <klh,ernhifay. 

7. I\4arket inttr~---:t ·· The Pr<i,;tin~rrient Gf<ltlp vi,t·w end-.;wstd the imptwtunt~ d' m;,tfb;t 
:$Umdfog:$ t<l te,.;t cii:t!ions "-'"ith pd va1e ,.;es.:tt>J bdd?:rn, 

8. Dcli.vetabitlty - The hsxurement Group ugreed that the tic prnferred option needed 
w huiJJ Ort l;:.,e:st prnctke i.md k;:;wrm k,miecl fmm othi.T pm_iez:t:S W'ith~mt introducing 
tltl,iftes,.;,i,-y r»>~dty, Apin !ht; viz:w8 of pnn:ntbi bkkkrn through market te;:;ting wrmld 

6A2 Pn)Cl,lf'Omant Opti!)HS Av.:,Habre 

ifa:vicrg \§;rCl::<..1 <m tht rdai:l v:e im1xw!,1<K'.C {)f the kty criteria, the P:rncurement Group il:k::r,tified 
petentbJ procurement options f<..--ir fnrther arn.i.lysis, 

1. fu1! Cous-0:rtium Optl-On , Under thi.\ option, fi~ would conduct <me prncurement 
?xad~e and the su<::ce~duJ s::onsurtimn ,vnukl tlelrver 2:H de'.';ign, :infr~strnctttre wo:rb, 
and tram vehk:k;, ·n,e cornmrt:ium would itm be rc~ponsihle fhr i,Y~:km~ fotegration. 
The fonn nf ~wit:ract conk! be bm,t.'.d on H Pfl/PPP modd. 

:z. fofraslruttur~ and fottgrator Cum;ortlum Optkm A Tfod~r tfa~, nption, tic wt.mid 
t<induct t,:vo ptt:{;uremt.'.Ht s:X(T<:'.i$e~. The fin;r wndd :t-e Jor the procurement of design, 
infot?3trncture woib; and 1,y'.';temB inlegrnthm, '1l1e ::second wrmlci be fbr the 
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-------------------------------

:=:=:·d~ n ::·:.:L~ :=-:;:::h T1·~-=:.:··t:· : .. ::~·s-::: (}t::.e .• .. :/:.: <>·t e :· :u) r:·::~r:.:.;:; ;.·:/ :·:·:: :1 ,:.:.::\(:~: ::.~ i (; . .;*~;-:::· · tj ;::-::~Ht:::~ 
;_:;::~~f:"~{:·:::-::-:t·:<;>f ::'.:<.':(>.·=: 

procurement of tram vehrde.<:c. UJtimatcly,, the ::::ontrnct for u·,m.r vdiide~ wrmld be 
TH)vare<l tn the infras!rucrnJe pH)YideJ as p;iJt nf the design, infotst11.:ictm:'t:'. ,md :,,y:)temi> 
integrntlon pac:kn.g;; i:ff' ""·orb. Tk'. fonn nf ,>on!:rm.:t o:.iul<l be b.t?cied ou ti Pf-1/PPP 
ffi<Jdt::L 

pi•'.ll.~,irerm:mt excrci;\<t?:i, nie fir:;;t ~v,wkl be for the procurement d design 1:md 
i:nfrastrm:tUr('. • .,.·orb Th<::'. ?ciecmK1 would 1::-e for the pnx;ure.meut of rratn veh\.,ks. The 
third W<nl1d h~ fur the pr(1i.:urerw:m i:1f a sy;,tems integrator. Ditimatdy, the cnntrnz:t fr,, 
!ram vehides a:;-,,d tht:'. C<Jmrn<.'.'< for a :)ysti~_m;,; inte.grntor vHmlci be nuvate<l 1<) fhe 
ltd'rMtna;t\H('. provkh}:r m;, pu:rt nf the design and in:frnstrucn,:re package of works.. 'J"he 
form of tT1ntrni;;t ('.tKlkl be bai;ed: on a PFUPPF mndeL 

4. ''Arranged'' Joint Venture Optfon · Under this option, tie \vou1<l i.:ow:lw::-t separnk 
proc-urnmi;:nt exerci,es to appoint .an infrnstrnetu,e prrwider; a !';)''.':kins inte_gnitor and a 
tram vehick,. suppJiZlL Thc~;e pimic:;,; '.\'{'.>l:dd then be required by tie to frmn ;::.joint 
venmre -.vhkh ·woulJ be res_pmu-:fofo fm the delivery of the pnject These parties omkl 
ea(h yr~Jvide. risk-be.arfng e.quity~ 

5. lnfrast.rnchrrc De-Yefopmcnt hu1ner Option - Under this {;pmm, tfo would o.m<luct 
one pmcuremem exer...:ise to appoint" private !;ectnr p,mner vdio would, under tie 
in~;tmcti;.m, either pmrnrn cuntrnets m he irn;lwi.:ted tu enter into i.:ontracts ln rdafam 
t{) <'lnY advance v/db;,-the in:l'rnstrueture -~,,orb, :~yMem i.megrniion, <le;:;ign im<l the 
pn:,curen,;;m of trnm ·vehideK. 

6, TradiHmwl Pr1:it~iremt<ttt Optfon , Un<kr thl:;; i:1pHon, tfo it,;df would conduct 
,:;ep,irnte p:wcurement <::'.X<'.fd$i:S in rtbti<in tt> d<'.S[gn, infrMtnKtw-e works, sy,;rem 
inregrntinn ,md trnm v<.'.hides, de W<)uhJ rermfrrt in ixmtract 'Nhh ctich o:f the,;e partk:1, 
V .1rlmis typts d" ,;-or:Hr;Kt txHih:l be us,,::d su<:h .as the lnstitme of Civfl Engineer,; <)r 
Engin<'.ering and ConiMlKtion O:wtract condition,;, 

The (i_ptions cov('r th;, e:x:trtJnes of the titk spe;.;tnrm with optkm l (full Conso:rtb} whith 
maximi:;t~s: risk trMsfor fO ,1 tnlnirmm, risk transfer ,H {>ptkm 6 (Tn'\,:lltkmBl Pn:>ctir<'.ment). tk'. 
will redew the det.:ds d ri~k ,dk?(:atkrn within fot OBC frw d,t prcforted pn:icuw:m:tnt optbn as 
part oJ the ,i:,,~es~,mi.'.Ht nf VJ-}«:1 against ,i pubhc sedm i.:rmiµarnwr {PSC} HS envi~uged by option 
,· 
I,;. 

6-4,;E Appralsal of Optlons 
The six options fa:kntifkJ by the Group, huve b::..>:en tes'-t:.<l .ugamst the pa:rnmeters ewib'l:iBbed 
thn.rngh tbe key <:ri!<'.ria; 

L Full C011sgflfa Optfon-Thi;,; porentiaHy provides for mm,;.imum ri?cik trnn;:;for, t-<.l:;t 

i.:ertHlnty mid fl.e>~ibility <..'f forn:ridug. l:k,wever, 1il" •,.voukl lose <.:ontrol of !he key ureas 
highlighted as i:mpw1am ivdikks, design, utWty divi:rsiou fmd system int~gn:ltirnl), Also 
Z:i.Tt.iin d0uL)t, «bout m.arket appetite (even 'Nith sepurate orx,rawr t:omracl) irnpucting 
l?H ddivt:rabifay and \/_f,.\-1 (e;,;pecbHy given NAO t;bservacium-: 0n approai.:h as usdl nn 
previuu;,; iichemeB\ F,c demenh {ltman::h vdth parameter;,; 
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2. fotrnsb:'ucture ~uHJ lntcg:rato:r C011s-0:ctium Opthm _"° Thi:-; pok:ntially provides for 
umxirm.in:i rifk trnnder (u:.s,:.tniing ~i;iix:e%fal novatkm nf vehirk <:ontnict ;ind transfer i:tf 
dtsigrn;), <:o,;;t ;/ertain:iy ,,ml flexihiht; <:d' frrrnndng. Jt Wt)tiM Mk>w He t<J rntdn contr<il .:d 
dio:ict of vd·,k:.k (and tn take the advice d Tuinsdev) ;;::rni to ,ldva,x:c desi,~~n w·ork :for 
::iCl!::ittive ~ccdm1>'; ofthc lines. Hnweve:r, tfo ,vould n,)t cmitnA th~ dmice Hf sy$te:m 
integrntnr; The oppo:rntnity for advirncc design ::ind uf.lhty diverni,:;n ',rnrk {hou1d 
incrc;1se mark;:it appeal arnfatldn:.~;$.CS certain NAO d:i:,ervatfon~, but :market 
consult;:itkw: ;:ire r;;.>:gnircci to confirm this, Fit: pntentiaHy very gnud match with 
p1m1metern, 

J, lnfni..ist:ructm·r,c ()mso:rt.ium Opt.fou- A$. Opti.o:n 2, Ho\vever, given th~~ lmport,m<.;c of 
"''t"'' -·,,~,,,.,,c ' '1a}i ·-, . ;.l ,,!,_-',, __ -;'.,,," _.,.,_,, .... _ •. , .. , ,:,·1•1,, >-''-~' - _' j, '>;:S .,.-tn W,t,,~,.,a,.ion ,o tR.,,V,;t}, ... ~ ~iiniu.:.o, :,y,~,cm 1m~ti~,o_, pu,<;n,,~ i :.:-,t.>U-es ns1' 
tr;=;n~;foi- po:%1hk fr, m:1in ~nntrncL fk pmemi;1Hy wxxi _mak'h "vfah _purnmetern, 

4, 'Arrnngtd) Joint Ventin·e Option -Thh wmJd create fkx.ihi1ity on scope, Hut a JV 
with t;(_jl.lity p-Ht~ ,i Um.it N1 p<1~:$.lbk iisk transfer, fo<:i-..~asin,g ,io:St 1.rnccrrni:my, Pfl 
tfo.:_wdng vAwfrl not l:x po~:;fok. Th<: n:tritt is ah,:) nnte:;;tid in th<: Hght mil sectDr, 
rihing .:fonhb over n1;1rket 1ippefi1<:, ddivornhHity and VFM. Fit JXX)r match with 
-pa:t;tincten:. 

CQntn::il mid mmduwrn flexibility, 1-fow,tY('.f, niw;h tedm.'ltd titk tnm-sfoi: ;Jn<l -nn c<:rtn.foty 
of co;:;b up frnnL h wodd b<'. tiK•fe difficult to de.inonstrM<: Vf.<l\ol {tlH<: to k'.--SS ,Jf 
wmpe66on} and PB finJn¢\r:,g \vodd u<lt be p<issibk. Fit, denwntS nr g;o<,d fit, bm 
;:;igrrifi,>MU dtcin~.:nts of r,>ot fit 

6. T:n•ditiomtl Protm'tme1lt Optfon - Thh, ii; :.;imihr to Opti<m 5 in tenni:; ;Jf inaxhntim 
('.,;.mtrol fox tl~ .:3iud ni;.'tx.imum lkxiNhty (btK irriph0s significant p:t<y<:ct .1nm:rngei:nt.nt 
i.'.,lpuhihy req'l.liremern.}. }_,foiiimd risk trarnrfor, mini-rn,d <.:o,;;r <.\-:rtzinty, ~md rn:>t saiHibk 
for PFL Fit: e.lti.nenb M gn<id fit, hH ~lgdfidmt eku:~nt:-; nf fX)nr fit 
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A ~urmirnry of tlw .Prn(un~ment Group'::. vk'-'V of the opti<m:~ fit with the key criteria i~; :5ho\vn 
bdi)W, 

1 3 4 5 

v '! x x X
. 

' 

! 
•---·--··••••••••••••••••••·+·---·«"·"•""+·•··•··l'"w•·•••+•·rn .. w,,-w,m"•<I 

Ct)st Certainty v X X 
. 

. x 

Coutrot X 

v x x x 

v .X. ":{ !? 
i 

? -: v 1 v I . 
• u ........ o ............... .j •••••••••. 

} '! <; I ¥ 

Kev: V"...1 ~ ,. 

.,,, z, Good fit 

x .•. Poor fit 

•"! -
On the bads of J. comp,trts<m \Vhh th,; Ornup's <isscs.sr(lent nf the relative import<Snce i:ifthe key 
;.;riH~:ri.u, the emerging rtn:em prdcrmd pnx:urcm,.;n! S!r.ikgy i~ Option 2: lnfrastrueturn and 
fottgr:.ator O:ms1>rtfa {Jnfr:.at-0}. The ;-:;mcrg:lng prefo:rred pi\Krtr¢'.trient str(3tegy wiH he di:=;eti.:5sed 
e:x:tt.(lsi:;dy by tie with the 0:1twcU, the SE ,md the DPOF pattne:t\ Tr.3mdev, ln addition. 
t::trg,.:-ted m;1d:et tcMiug will !;lh phce ·with a :s.ekctkm of Mnstwcto:rs and hrnders in d,1e conrn!, 

6)5 lnhHrnatbn Exd·1.,mg0 ViHh Hie Council .:ind SE 

A :<;(.'.rie:c; nf briefing St'.:<;:<;i(HlS !Hivt. been lK'.td by reprw;emmive:s. nf !he I'ro:<:!Jr<'.mtnt Gmup ,md 
tie with both th~ Coundl and the SE in ,'.1rd<'.r to h'.ep bciih d th<:se pintks folly a.b:r<::ast tit' the 

projt(t dtvdoprncnrn ;mi:! tie dtdsl~>n r,ir1t:rl!::., Thts<'. hrkfings h,1v;; cnvq.rcd vatkm,;. iii,;.n<::,;. 
hduding th<'. folkiwing: k<'.y areas: 

'* procuremtm :~ppwad1 to expfain and cxplon: {ht Pnx:un::me:nt Grnup\ :m::ilysiii of the 
DPOF approach :wd i'<.~cnmm~~rKfaHons to the BoMd; 
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• detuib d th(: -:onmieKia1 impl:k;iti<inK i:1f the DPOF app:n::n,c:h, induding issues d ri.;,k 
tnw,sfor iu1d p,1yment mechani$m; irntl 

• ;1 revk'Jl ofrcKidnal pnhlic ~ccto:r risk~: ,is:mdated wi.th the DPOFappmad1 am:l how tit.' rmd 
the Council i:ntend to mitigate theserbb. 

6.6 Gonc;!u$lOns 
In di:::vdoplng: the: procurement appmad, {)utii:ned abnw tie has sought !D lJtke cognisa:nce <if 
the lswes ,vhic:h have befa!kn other light rail prnjec;;tH partkuhtdy the risk alk)i:ation i%Mcs. t.fo 
has c:roated a pnx::;;rrement ~:trategy w:hk:b facfl:iti:tteii· the achievement (tf du: C•?.<mKil'$: ,)bjective;,; 
of sodal lndus:ion and bu:4trnm fotegrntion thrtmgh the early JrwolvfTnt':iit nf Ml <:.<perato:L This. 
appmac:h wm al~n a:id in the <,wernH prqjei;::t devefopment am! aid b-uy-in fm:m the op<:rator. 
Trnnsdev staff now form an integ~t] pm-:t uf the tic te~tm ,:md ;Jre ;issisting i1, the S<'.'.Oping i::tf the 
prt,ji.~ct. 1n asses:,ing the ii:pprnpriate Btrudure for proi.:::me.mem of the inftHtrncwre tfo h<>s 
s,1,gge,;ted a mute ;,vhbh will fitdl!tate. pbaiietl developni:ent d the pn:*ct rmd minlmJ&e 
mtegrntim.1 i;;;;ue;;. 
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7 Funding Options 

7,1 Assessrn"1nl of Publlc zmd P,lvak F::..tndlng Options 
The p:urpt}Bct oJ thfa se<.:tkni is tn e~;Hmi:ne the soun.:e:, of fonds und flnan<.::ial strm:tures which 
can be ui,;ed w fin,mce tfK trnm p:i<--ij;.x.'.t, The ~imi}ysis c-f funding Gpti<.ms lws been informed by 
ar, N,sei,;~ment of th~ prnbknls e1H.·:ounternci hy ether pmjecti'.i in the lJK sind the w,xk 
undc,1ake.n by the Prr,.;1,n~mi'.N G:n:.n,p ,l:; set uut in the :Pl"i'.Vbus i,;n:tion. 

ln nrder to pmgr~fs the devek1pm~nt of th.is case, dis<:::u~;smns ha-.,,,~ been hdd with maj<x project 
finance hanks w ,rncenain the is,n1e,<: they -face in funding t:uch prqjecrn. The 1\rnden' view;:; on 

ri1sk, particularly the uverslon tn revenue risk trnnsfrr, are theretbre v~ry pertinent, 'D,e,;e. 
dit.cu.1ssions have confirmed the intere,~t of hrnders fo part:icipating ln structuring appmpriate 
fonding murid~ k) med foe nee<:fa of the pmje<:.'.l .. 

Light r;;iiJ pn::,j<.'.Ct:\. typk<dJy r:?.qllif('. ~' *,lgntficmt ,;>.k'.mtnt of puhlk support in r.ef::pe;;;t of their 
ca:pirn.l ;;<ists if thty ,-in; rn bt (OmJi'.iercblly vi<'lbk i fard'J(i:x reveuu:;;: is genern:Uy nut :-rnfi'inent tu 
d<'.liwr the ln0on1<'. st,V<'im~ ,YqH.ired to ~;upport thek-vds t1f debt service nece~;sary to cnnstrnct 
,<ind op.mt<'. th<: pmjt~et Tht~ questiGnf tht:n iire: 

• what level <,f public secmr snpport js nxwired frH' the project to ensure its fim.m:cia1 
stability : and 

• .huw t,<:st to provide this Hlpport tG tb:: pr~;ix.t whether by i;;~\pital grant <u· through a 
~eniice payment tied lG pm_rxt perfomi;iince, 

The ,m,:.wer t,) th,:.:> firnt question lfows from the financial mode.Hing and 'Nill reflect the extent 
and rdii:ibility of alternative fonding ::;oiJrce:, ,M.tilahk; the se::.;owJ question will _partly ht 
:answered by :ri;:;k ac=;se%ment and partly by mi u%eSKment of SE :,pending wmmiti:ne-iits, ai,..wlying 
ihe bkst Hl\.-I 'frea~ury guis.:Lrrvx'. mi VFM 

('{)nventiona1 public s<:::ctor -pro-.:.:urernem would ~mggc;:;t irn H-p-Fmnt Grant \.Vhik a PFJ!PPP 
snlutkm require:,, .a payment fr,r :,ervke::; tii:d to thee ddivery of u hin::.:tii:?nhg 'lig.ht mil syBten:L 
The.rn i;:; a 'Partial "PfT option bet<.vNm these t>..VG whereby i1l'l dmne:nt of lhe pub he secwr 
cnmrihur.ii:m ctmld he by way of mile~:lnne paymenrn ,1,g,1in~:t constwdion ,;;:omplethn with the 
b;;ibnc~ thmugh a .P.H/PPP strn:;;ture, l\mhe, variations involve ~;eparnte p:rixurement and 
funding uf hn<l acqul::;Hfon ,rndk,r utility tfr.,,er::;ion; and ka::;ing of vehklN; and certain 
infrnstrnctme, The .key if' to ew,u:re thttt ~uffident privak ised<)r capital re:nw:in,~ at rhk rdati...,.-e w 
p,xfr:.<rm;in~:e i:rf the ~,y~km, tD ret1in the hy discipline th,it ?fl prcvide~. 

TRS00000049_0073 



• Up-f:n)nt <:q.1ital :g:rn:nt w fond capita! ,;<ht:-;; 

• full PH/PPP ttnKtme ffnlly comn'.K".rdd fum.iing): and 
• P,tttbl PH! ''Hybrid'' (Specified ,:;i:,~.fa pad for outwith theSPC). 

·;,· -~ 
~ ... ,. 

The fonding requirement:;; of each of the option~ have been modelkd ,md the ft~::;uhs are detailed 
in Sed:ion W 

Fimtily, the habnce of fund.in.g :rn<l:firnmrid i:m<ltrwdting between the SE and the Onindl will 
rt.qHlfe to be l3,gree& Tb~ hn::;; a c.ritical int:l!k:.,Ke on the afforrl,,biJity of the proJect, a:, i~ 
demurn,trnted bek·w. 

7 2 f(:nding fl<l(H\;,;'l$ 

The principal ~:ource~ of fw:iding for the tram ~;y%:::m ii.re: 

This sei.:titJn sets s:.iu1 tlH.'. tw-,,s ·for the indu;,ion (_rf frm<ling frrnn thi::~e $(n;ir::.:>.~£ uml highlights 
a&:litkmil nppixnmiiie,~ whkh are uwJer ex~imhrntfntL 

7 -2., 1 SE grant 
Th:if funding fa ba:r;eJ on the .a ward nnnouns::.ed in April 2003 by tbe Minis.tt::r Chat: 

Th<: £375 Minion $rnn; ''win ~;ernre at k:i5t the tXH'.npl;:;tkm by 2009 fsf the ''ntxth F..dfoburgh 
loop" (Line On~~}, tfa~ Hr:;z trnir, Jine for thz: City in almn:,:;i 50 s,e,ffs." 

f\ir the purpo$e~; i:l ibh PrdlminMy Hnitnd:il C,tf;r~, h :is ,3',.,~rn:ned thtit tht, g;1;icr1t wm in pfind:pk 
be avaihhk tn fr::nd ,1 ~,y:;;tem ofLini::, On<'. ;ind Tt'i<1 N· potenr:it1Hy mi itherwHive <:onfignrnr:ion. 
~u~jcct atway~ 1r, ii "n/bt,:,,t hn~±neisis ca~;e''hdng 1rvnibh:le tbr th;t peforred wnfignrntit)n, 

7 .2.2 Opi)l'.:Ttlng .surpkis 
Tht :;;urpfos wrn rcquife w b;:: i'inancb:'dly lirkcd tn the fonding: stnicture for the infrastructure 
r-0ntrnct Thh ltikrfa<:e win be ;.iddres:s;d in th('. prqxm:ttixm of the O'.BC <:onwining the 
application for fonding snppmt frmn the S:E. 

7 2,3 Private Sector 
tic has examined u wide range dpotential private i:;ei::tor soun:ei;, 1n thi~ ~;ectiGn \Ve do not 
~1ddre,% fonding of a <rdit nature, such a~ !kit embe&.fod whhia ,1 SPC, sitKt: .my ,wd1 {i:m<ling 
r.::quir.::~ foE f('.f),1ymeiH (whh a rewrnl .rnd tb~wfor<'. ;:re.ttes rm net u<lditirni;;;[ frmd:ing for tlif 
pmJed, fo this <'.1)1He:s;t, tquil} fondh'.tg b c,:im.ibdy di};reg.trded, Th~B('. i,nu:n:-:e~ ;;ire nf ci.:tu:rse 
fon:d::iment.aJ tn th<: fonding <,fsi ?Fl uruct,lf('., Md M:e ~1ddress.<::J ln Si'.(:tiN, 7 S bdow, Thl; 
fucus .here is tm ah;ol!te ,\~c<:rpts or incni:ne Air the projed, 
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ft is widely recognised that the introductinn ofa t,·ai:n <ir llght taH !l('.tWi}rk im!i a positive effect 
on the value of property in neur pmx\m.ity to th:;:; rour:ts. tl¢ ha:s exatuined how h::'.!it tfJ exploit 
this feature and deve"!op additional fondbg f(ir th<'. trn:n ptojed. Cdli~rs CRE were engagt:'.d to 
pr<rvide professional support The steps have been as :follows: 

Colliers CKE have frSS<:%ed tlw poti.md.il in the Ccuni.;il hmd holdings dong ti,ie!i One Kn<l Two. 
'111~ poteritbl <if 11.l;:ltlY ">ites ha.$ bern MSt~;-;sed a;-; dthe:r too small trld ! or wo dlffo:::uh tn extra~t 
but a rmmlxr bve been identified fox fo:rthl'.t devdopment ucl.ivity. The sites have widdy 
differing ('.h;;irnctcrrst:k,;; ,ind }>Otentkd, Tk potemial v.thi;.; is ve:ry siJbjective, but an: t:'.<tr!y 

<l!i~;:ssmem is !hat !his portfolio ~ould dirn<'.d_y ur indirectly ::.:ontrfoute u:p to £5.0m miJlimi w 
1ntni fonding in 2004 prkes, '<Vith £2m ,tt'::.:nring o:n Line One ,rn:d f3m on Linc 1\vn. The cash 
wnuh:l be :re,dl);ed partly bdbr,, and p,inly ufter trnm t'.Dfl!i·!rrn:tkm. Realising this value wiH be 
partly depe.rn:knt on ft }>int venture arnmgern~nt with EDI (;.:iii Mms kngth O:mn<:H own<:d 
wmpany with ~ignifi<:'.Mt <levdopnient expeni~e). The key pfindpks ;irt: 

• EDI and tie coHabornte on ,lchleving pbnning permis;-;ion fot site d~vdopruent thi\lngh 

normal planning prm:edures: 
• trnce achieved, foe. (\.,un,.::.il rnmril:n.1lt: the hmJ h,.:.,ldings to tfo at rniirkd value, m.~ndai<'.d by 

an option agreenient enl.ered imo by the Co1mciJ <lnd Hi:.. The c(mskktatkm is :i<lditkmal 
~;kmi capitd in He to be owned by the Council; 

• tie then cDntributc fhts hmd to a t(J:11pany esta]Jfohe.cl by EDT lcn exl".CtiW develo-pnK::nr. tfo 
thcrdhrc nx::dve~; cash or other c<m:-,iderntion far the hmd whkh 11i avaifabk fo:r trarn p:n:+::•ct 
fundii1g; and 

• the <:omp:my tlt~vdops the hmcl and seHs on tn (he. _private st:CtOt, Af1et a devdop.r rcrnrn to 
EDt incrcrocntal profits mt, shared, putcn.tiaHy pmv1ding addit1onal <'.ash for pr<jcct 
fonding. 

lt is antid_patetl that further ~ite:;, will be identified and devdnped jointly with EDI under these 
arrn:ngememt;. Tbs fwen:dl ;:;ppm"wh ha::; been endors:ed by the O;iundl 

These have been hundled by thl:' i:.:owid] phn:r1ing nffkitll:, mi<k:r rn)rma:l prncc::;s and have 
yreJJe:d limd rnntribtsti.nus w the valued £13,6rni!li<m in 2003 pdee.,:;, split fR8m to Ui1c One 
an<l £.4)lrn to Unt Tw,), 

A pmpnsHl is bcfon:: the z:ow1dl setting; out how this rnccbrnfam could opemte fo11owing a 
consu1t,iti<in mi tht~ subject Tlif policy offers ,Hi attr:ictlvc kmg:...t.crm cish-fiow from aH :future 
developi:n~nt rebid t(; th~ trn.m n)Bte alxive a spedtk si1t~- Devchrpe:rs arc giv<'.a cfarity in 
adv,mce: of submitting 2;pt)llcations ;;is w the levd (lf .::om:dl:rnth:m rcqti:ircd, mtherthan wbJe.::t tu 
mnre <.td hOl'. negotiations, Cashflmv generziied woukl J-e(p:tire to b<'. hypothccated to the trn:m 
project ;;ind :prn,~ibly &b:::rcd t(; a h:nik<l <:'.XterH ,Nith publk: n'>;;ihn actlv:ity. 
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r::~ji:-::b:.:::91·~ ·-rr::.:r:::: ~)r::.:~ (>:· j-:::: · :. : . .:,:.: :::- • :·-~ : ·· .. :· ~~-/ ,:: ~:' .~·: 1~:. ': ::~\ C:~t::::::: · U :.>::.i,:.;.i:::s 
f~<:~ p4:·:Hnl>::-~r ~?f}:..\:;: 

The p<11icy c<in<'inltatio-r, specificaHy provides for 0 hlrge-~;c11le'' dew.dopmcnts to he subject tu 
specific neg<)tiation rek:vant to the drn:imsl~mct% ,l eath :me, 

Th,~re are a nnmher of key lnc.::ition$ amund the trnrn rrnite5c wh.ich, because of their scale, 
c.km11nd specific attcntinn. Negodatitm:, cnrn:lucted to date hm1e prntluced c<.mtributinns '<Yhich 
n:re fc;.Hectcd in the Section 75 number above, Further examination of the~;e opportun1des is 
,;<mHiwing. 

The p<:t!etnb'! fot sl'.!1;~!1-:c.cak property dcvcfopment around tram ?.k,ps will be exim:tined once 
thc>p1<:mtilng guide.lines at\>. i;cttle<.i, Thfa w@M incorporate rutHi! and vending facilities and 
\1'/Nikl tx foci;ssed •)n the innJor trnmport interch~:nges and ~Jop~:. Further "'"-''Ork i~:.i:ntici:pate.d 
mi oppi:1rtuuitre;, dtirlng 2004 <'lntl 2005, 

• advertising; and 
• marketing dri ve.n re'<-'etll..Jes. 

fo to-tll, the tystem wiH have up to 31 vehi,;;ks carrying tip w 220-300 people per tnu11 
(depend:ing{m fin.if specification cle.ci~ions) with KJUd ex.pe,:;te.d passenger j,)urneyt initii:tlly of 
apprmtimatdy l5m per 1mm:m1, The captive nature of the audience and the bck <Jf dfatrncti<:m 
1nake 1n-1:nm1 mJve:rtising ~ntr;ictiv('.. tie bi,3 taken .idv1;,;e rn ai,i,ess hnw mudi sp,K-:e rnig:ht be of 
potemi.d value, whifo maintaining eoI1r.iste11Cy with the objectives fr:tr trai:n .dec,x qttidity and 
a:,:,sesred hlYv,1 much revenue this might pr9du(e. The ope.r~Hnr c<.Jntract whidi ha;:; been 
negotiated under the fJPOF strnctme k,ives nmt1dl fWer the deve:luprnentof these.soutt'es <if 
income under the contml d tie and ;,,cs:ordingly all revenues kss direct c.m,ts of delivery wiH 
fl<Jw to the tram project 

The value of trnc1.,1 stt?p~; as advertising media varies depending {)n location ai1d prissengcr vohlmc 
but again hoMs sig:nificMt potentiaL Ther:e are imporwnt pfannbg ai1d kgnJ ;%1x:cts t.._, addres;,; 
but there ~hodd nN pre vent pmgre.ss. 

The. market for exterior vebide a<lverdsing, either in pand fonn or "wrnparnun<l", i:; afao wdi~ 
devck,ped. This wrn aho t1:~q1Jir~ ti:1 r~sp,.x'.t design m1<1 irrrnge ronstnti:nt,$. 

The revenue prqjectfom; in the modd are bn;~cd on trnnsport tW-<ige patterris irnd avtd1abili!y 
rather than the subject of spedfic targeted marketing in :fovnHr of ti'ani patron,lgt:. tie antkipntes 
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th<'. irppointnKnr <l nwrketing ,n;;magement W cle-,·e:lop and Jriv(>. lncr('.l'.f1,;:ntat reverHl;('.S. fo 
additk1n to :&Hnburgh ptbb:: patmnagi.\ thi::; v.:onM dso fMU:S on the k1urist potential, both 
rn>mw! u:rng{'. and tuuriBHrip :c;pedfk ,mcl the u:,e nf the tram. perhaps in cnnjurn;.bo:n with Paik 
and Ride fadlities and fo,~der bu:,:e!>. for ma})l' events. at Editlbw·gh\; thre<'. main sports arenas, 
fr:stivd evems et('.. 

The Cas~ fm: Edinbm·gb 
·n,e Cmin!cil h,~ :;.nbrflitt('.d (l t,)mprd1cn"'i.vc <:,\St~ w the SE highlighting the in<><::'.~(nl<'.tlt re.qnin~.cl 
t<) SH!>t<i:i,i <1nd gr<iw Edid:iiJeglf ,s e<:oni::,rny fonhe benefit d the Scouish t:'.;;rrnonry ;;ii; a whde. 
Thi,;; i:r,dude"' trnn;;:pnrt ~'ind ilpt<:::tfkuHy th: tram pr<}}xt. Ih"'~UM,ioi'lS· W'ith the SE are at an early 
stage ;;rn<l Ill) allowmic<· has h'.en nv1dit for fonding fn:u:n thi:i "-O'Jr~c 

• titket n{>n-payment pena.ltr 
• fare im:rea:c;es by bu~; Of:K'taJ:orn driving tram rt;wnueH d1eud of thiJ;;e moclefkd - the 

eviden~e i8 that re.venue;; for the tnr:n ure. relatively underntuted relative to recem fare 
:;;hmige"-'., iind 

• uplift b cw parking .revenues due tu tram implementati{m t(rising fo:un ('.hfn'ig('.f, ill the 
trnr:::;.port moJdllng, nowbly u!>e of rnr parking for :,.hort rather th,.m long sl;;iy, 

Tkfe i~:me:s rtqdre farther del.aiid ,i;;;se:~.,;mtmi before they csn b: regtwJed as reas<mHhly 
v:ii>ibk smm::e:;;. of incGme, 

• t=('.~idirnl ,,abe (,f i;y:Skm ... rhi:-; irmH('.1· i:c; 11rn.itr dl&c.ns~;kin whh the SF '>ltithin an a..,,1;essrnent 
iJf l:WT('.tit Hivi Tr~:,isrtty g11idan~'.t, CHtrcntl;\ no rcsrthrn1 v;1lue i::; .:1.HHwe.a for ,tlthrn:igh, given 
th;: .. long: hk nmtir~ of th('. ,1:%Ct:; a:nd th,; hk ,.:ytk m<'lintemince ph,,s, thi;; is a p.irtirnhdy 

prn<knt a%umption; 
• t:>:tensirni of opennit,g period ... ;;is for 1\'.si<bal viilue trt;;,:tnwot; an<l 
• pr<:.,ceedi; nf di:;pn:rnl of Cnundl"r!',V,K'.d a:ss<'.tS imd invt;:,tment~ ··· 'Nlth the exc<..:ptkm nf land 

:.;ites rikted to the trnrn pn:;je;;t, tht.'. (\xmdl have no pkti:; 10 gcncrnte c.isb-Hnw from sudi 
dispo~:ih: fri1· the. sp(XWc purpo,<;{·, of funding th<:.'. tr,1m prt\i~KL 

Th('. 2002 rn PreJ1:min,Hy Busi:nes;; C:isc ,issumed (:<irigcsticn dxi:rging <ash flows wnultl b('. 
av,,ibble for the mun _pr(j('.ct. h hH:i ;;;inct~ been t:kterniin('.J that it woHM be hnpnidcnt to 
c.:mtinue thiit rt%,W1phon b rht~ t<mk:d d this <kicurn~iit, ft r('.mRins <ipen to the Council ki 
f<~vie\v their ut.1lh11Hon nf c<mgc:;Hon d,,rrglng c,i::;h fo::iws ~hould it prGcced, hnwevet .:1.t thi::; 
&ti.gr- n<) a1,::;ninptfon nf il'>',i:ifah:ihty is nmck b addressing the fw1ding d Lbcs 01:vt aiid Two, 

7 ,3 AddlUonat Consk10r.:rtlon~ 
'nten:. ari::. !W<) i~l:W.% whidi affect tb<'. firnindal po"-ition uf Une 0He. whkh warrant more 
dtl;;iik{i <'lJ'.lFUlSfl.!. 
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7.3.1 Ci)li9$Stlon C:haq;iing 
In asse;;;;;;ing Une One in the congestkm c:h:i:rging cnnttxt, foe impact of adding tk tmm into a 
$.Ccnnrio »/hero c<mgtiltion d-i;;::rging has :l:1re:ady be<::n intnxluccd was. uil~:essi::d, 'D,e addltilm .of 
the trnm prn<luc;:,d rm Ji'";ccmibk impuci N, th::: nvernH "<:he.me patrmrnge 11nd revenues. Thb 
"\.V% pdmarily due tu tb Line One wic oJ greenws:iys for impruving the buB :speed ic!tl<l iherdbre 
le;,;;~: congestk,n hud minimal impi:1<:t {Hl the benefit:=; utn:ibutabk w public tran:,port users. 
A.h.lilimaUy the bdk fl the p,Hrmi~igt.'. rm Line One 'NWi riot <:ros;;;ing ttFt txird<m ;tnd thetefoH'. 
nl>t ;:lffo<:li'.d by tlw ioduskm rd ei:mge;;;Hon cbrrging. 

7 .8,2 Servlca integration 
Jt is 'Niddy n:'.tng11b.td thw; effe;:tin: in,egrntkri1 b key tn patr(\rn(g<'. st<'lbility ;;i,i<t growth .as weH 
,t~, to JeH very v:f vdder HKiiil pofa.:y ;i$pinHlon~,. Tht NAO Report highlighted the :m~ed ti:i 
cmnpleimem fmd integrnte the trnm and buA route!'. to enhfm(..-:e the deh v<'.ry of bi::iwfit k:, 

passengers mid the '·Niner r;ti.tkehdJers, tie has iw;tig,tted .t <leta1kd prngrmrnne of in~·dvemcnt 
of the tram ,;pernwr zrn:.l bi.:.;:; ~:{;<n,punies aid will de,1dnp in Jue. j:ourne ,i ~imibr <h,tk:.,gti('. with 
othertrnnsport o~rnwrn. 

'foe. STAG 2 e~:timate.:=; u:nd Hnund;iJ pn)jectit>n?, ::;:oHtHin initial assumptirrns ubout JJoss-ible 
integrntion <ledsi,ms but these 'NiH now f.'.<i;. sur.:jed in ii riwm.,i.:.li examirmtimi by1k, Tni:m;dev 
.. md othertnmf;port opernh.)r:=;. 

The m,1.in 1:ms np;;;rntor in the hiinbnrgh bus m<'lrl.d i~, LB, owned by the Cnurn:il (91 %) and 
ndghboudng iocs.l m.ithodtks; {9%.\ LH ddivern nppnmmutdy SO%, ,:lhu5 :;e:rv:ic:e~; in the City, 
with the ha.lance primariJ.y deli ve:red by Fi:rst Group. Th.fa nrnrket ~;trrn.:ture offers an exception.i.l 
fippornmity m achieve dfocc:tive integration, tie h,is estabfahed the sppm..i<.:h de'.:J;;riheJ befow w 
cap:ita]i$.e on the (ip:pi'."!rtu:1ity: 

• in the perintl to "l\.farch 2004, tk wnrked with the CmmdJ anci LB tn<le~;lgn a founewnr.k for 
m;;hiev:ing sustainable integrxltinn of LH $ervic~f 'With thorc of the Trnm; 

• the p:rn{;e:=,s n:f ~;ekoing the tram: ,,perntur "had ;i ff.iedfi::;: :requirement tbut the bidders 
demnn:=;trnte that they wouid be able to <ldher dl'b.:tive :integrndon; 

• i.n \fay 20H4, TraJ::}:dev were sek<.:teJ a:< preferred operni:u:r an<l they have nn-w been fully 
apprni:.;ed of the frm:w.::wo:rk Jevefor.ied with LH. Initial m,.::etinirn hav,.:: tJ.kcn pb;;e 1n 

commence the ci:::vdopmem of detil:lkd inr<:g.r1:ttion plan;;: 
• 11 hoHing cumpany ',vhoHy-owned hy the {\)undl ~ Trnnspoit F<linbnrgh Umhed(TE.Li -­

bt~ been incnrporntetl to over:;ee ;rnd drrve progre~,;;, SubJed hJ Coui:1dl ;1pprovn.l, the b<,ii:rd 
of TEL wH1 cc:ompris~ a hub:nce ,:;f other key phyeril ~ LB ;rnd Tnm,:;;~kv, the C:i.ttndl, tfo ;rnd 
inJer.ienJent dircctorr, An: operntin:g gmu:p Gf trnm;port pn:1<fossion;1fa. repNti:ng to this 
f:k)ard, \vill he eszahb,hed in due t:ourne to examin<: .:1:nd r.kvefop detalled i:11x~radoni1l 
pmpornh; 

• tit corn,idern that inte.grntiJ:n, wiH w,rrk best within a ,orporat::: structure '.Which g:ives both 
bus mirl tram operators a mea:n:ingfd fi:,mnd,Jl stake in the ~:nccess of the i:ntegrntlon pbnK, 

i~t.,corthngly; "' ju1nH,:enture Jrnrnev,,nrk ifr m:itler development; 
"' the teqdti~memB of competiti<m fow are being t;iken fotly inm account an<l tie h::1$. 

c11nblishd cormmrnicafam with the OFT, together \vilh detailed kgal ana1y;,fa, in ertq,re 
tltnthtse .tspech iire handled prnpj~rly. 1t i~ Hntkip.atd thut the pmpn$.;;i.l$. which cb <::rw~rgi~ 
\t'tll be H>bjed to formal ;;ippmva! by (he ;:,;mnpetitkm aa1haritie": .:md 
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• tie 1nknds H:i ,;ngnge with fir:;t Group in early ::.:mrr:,e in their role as wcond main bui; 
op(rntDr ;;ind ,t$ the $('.otrnil fnrndiisee, !:ingttgement with mher tnmsport opernHxs '<VlH 
fo11rH~~< 

A primary d:6V<'.r f>f the DPOF pnx:es~ was ii:1 ens1m; ih.tt this iiitegrntion <.li,llogue '<Vas g1Vt:'.H i.he 
be:St d,;rn<::e <)f :itH~<::ess, indudiog ::1 lengtby pe:riixl of l.:'.OTJjdernlion hJore the fir~1 trmn i$ 
(iper;:ir.kmaL h ~h,Jtikl be reci:1gnis('.d thi:i tbt:'.Se pkns are at an early st~:ige and will ciJ.trfrime to 
<: '<'(iJ ,,e tip M th<: j'.\>i nt of <::ilmmf:isioni ng, ~·lfaX'. the i:;wJ;irlying :t.nMkd is d yni;inil-'.'. not :;tM:lc 
.ffowever, He lx:lieves that Ml excdkm stlft ht:• bs::'.en made a:nd that the oppurt1.rdty to kwt:'. 
.high!y--effr<:tivi:, srnbh: ,md ~astiii1wbk s('.rvice imegrntkm hM; evtfy di;,m<::e <ii: being seized, 

A draft acjon pkn to dnve :forwiin:.l the t.fo.tkigue m, foeise: mmten: i.ii urn.fer prnpttr:atinn l:Bgei:ed 
for ,;:m:nmencement in Sep!embe:r 2004. 

7.4 Value for r .... 1oney Analys.ts 
Tht prderrecl pnx:urtment f:tmtegy frir the infr,'lstwcture contrn;::t being the fofrnco, rnu1<l 

pelh:mt1ttHy be ~dopted either conventk,nuHy or thrzmgh tt FFl. ,;tructure (retaining this fkx.ibHity 
wa~, twf. nf th{: t~~y c:rittria HS{!d t<) <le<::i<le upon the p:n;forrtd option). The ,;;hmz:e between the 
iv,;-o types i>f proo,HYmtnt rm.He ~;h<)Uk! depend upon a broad ,i;;;;~:e:,smtnt <)f value for money. 
which in tum is; :::. fon;:::tion of i.he chm:aderistks nf the prnjcct, and in particular, the assoc:iated 
range <)frisks. 

7A.1 81;Jnerns of PF! 
BM Treasury's pabfic;ltlon 'Pfl: Meeting:1ht lnw~tm<:nt Ch1:i.H~nge;' (July 2003) pmvldes lJ 

rnm:preh~ri:si\!(: ,Jwrv:k\v d th<: ,:xpe:dence f.,f PH 1<) date, ;:;n<l sets;; om tht type of project~: th,lt 
are liktl:y to lx•ntfit h<mi ,i .Pf1 ;:;:pprc;,idt. tn gtner:i.l th(:St~ wiH bt 'major and C<)mpfox capital 
prnje~tl':i' with ongt)ing i:rminttmMice requhtnit,nt~, whtxe th;;; priv;:ite :,ettnr \:1m {):ffer project 
manage.mem skilb, more. iritwv.:tive <b,ign imd rhk inuJi.igt,'fl)t~rlt (:xpc:rtise th;;;:t <c'.an bring 
Hib:-;tanti,ll betefitY, The;;;('. benefits indiJd<: a 1,HKh tt<'.<H<'.f Hkdlhood nfon-time ,md mi~buJget 
ddivery im<l a 'Nh<ilt Efo itpprn:i;:-h w i:(r,tit,g .~·hid, en:,;tire:S tht kmg t<:rn'.( m;1:lnt.emm<::e of 

st~:rvk~e stnn(htrds~ 

Conv<'.r~ely, I'FI is tinHkdy tc ddiwr v,11ue J\,r mmK/ in 11r(:,=ss where 'the trnn~:acti<m C<):;rn d 
pur:-,1,ing Pfl fffe chspmpcrti<:mate <:crnpirc<l !(i the vaJue of the projc:ct or wkre fast paced 
terhnohgk:d di:ange: make it <lifikult tn esubhsh re.qdreme1m in the kmg tern:i'. Th<: Treasury 
dO('.Umzmt gt;es nn lo ,,uggei>t 1.hat such ifft:.<iS ,w:.'.lu<le ff, and prqje.<.:.'.U> \Vith capital vdue8 lx'.!nw 

7 .42 f'.<JB'W fJr$:M Guki$:f'ice on \/FM 
·11,e 200J. pubfo;::ution drn d,:.srribeJ the <}tdin:t vfa ne.w apprn'"rch to the asse%mem ,JI' vdue 
fr;i· mnney m the hght of the new Gre.t'.n Ih.,ok, and resp,;;ndhg 10 the views ii, particufar <:'.<f th<'. 
NA() (who fotve criticised the u:,e of the. previotiii Puhhc Se{;tor Cnmpwator ,tii a single p;ms/foi] 
kB1, driven by _spurious ,iccurncyJ The .nnv approa",h is tle$igned to wk~ a<:~rn.rnt of ,l brmider 
rnngt: d lndirn!nr$ at difkttlK i>bge~ thrnughuut th<::'.· procu:reutit~M proc<:~;i;,. m:id 1:mphash,1:.s the 
irnport<tnU'. of market feedbad and quality of ~wnpttil:ion, 
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~)<:::})t:::::r~b~:::{ :::~{::-('\~ 

T1m new t1ppr1Juch i~ de:K'.ribed in greater det.1iJ in HM Tn~aoSury\ ret:\~I!tly pubhi;l1('.d Dtaft V.:1lue 
for Money As·~·e;,:,s:ment Guidan,:e. The ne .. v gui,%nce sets nut ;1 three ~:rng:e pr(X:ess. 

• a nev,, ie~t of the poKnti;;iJ v;i.lue f.'.;r n1<,ney ~:,f 1rr(;;;::urem<'.nt options when overaH investment 
deds10,M; tw<-: rna<k: 

• an ei.trly ecQrK,tnk: apprnis.,tl uf mi imlividu;Jl pnzject M !h~) one stJgc (rq;lacing the previom; 
Puhhc StiChlt Ce111'.iparM(lr}; Mid 

• a fimd test at the pr(X:,trcmern ft::ig<'. to ,~valuate the cmnpetitive .ir::tcro~J fo ,1 prqje;;;r and th~ 
capadty of the rn.arkct to ddiver it effenivdy, 

Pr(X'.Uting public se<:t;x amhodt:ie::; ~h<mkl be seebng to apply the g1.1iddir::ts :in cin.:um;,tmMXf 
where the ~)U:nti;1l beMfirn of [i PH :ippto.:1ch crnai(: ,l prim,:;i focit ease for its cen;,iJerntion, 
These inc.hide: 

• a m,:tjor ('.i.tpitd invei,;tment progran:inie, n~qitklng effocti vt n1arwgem(:nt nf fish :a~;~;ocbted 
w1th 1:ot1~:!tnctim1 tmd ddi1;1ery; 

• tht:'. private $<-:Ctor Xl!l$ fne e,qxrtise to ddiver and there is good rt~-~on w think it -will offer 
value :tbr inoney 

• th<-: StftH;t,trc of the &ei-vke is app:n1pricitt\ aHowir::g the puhfo.: sec1or w Jefo:::e .its needs as 
~entice omput<s: 

• the nanire of the assets 2nd s<:.'.rv:iceK identified ,:;is part of the Pf f ss:heme are capable Df 
bdng; C(1SH'.d on a whole Hfr, 1nn,g·tenn lx::~:h~ 

• the vdoe. Qf the pt.:1ject L~ SHffident1y .large to ensitre. t.hut procurement Ol$h ,:;ire not 
(bspt<ifl(>ftkmate; 

• th<-: technology ;1nd <ith<'.r aspects of the -~cctor are stabk, and not @~:ceptibfo to f;,u,t paced 
di;mge; 

• pbnrring horiu1us m:e h:rng,.ierm, with ;1:-;sets intendfd 10 he m;ed n-ver bng periods into the 
future: ;md 

«< tlkre ;Jtc mbust incentives on t.hc: private -~c:ctor to perhx.m, 

Srngc: ! b th(: new g:i1id,mct i~; aimed prirnarily at a;:;sessing the potential suit~ibifoy of Pfl a,;; a 
pi:ocurement route for .a prngram:me uf inve::;tm:e.r::t Th~ guiddineii a,; ,,yfaule we bowe,er equdly 
11:pphcabk tn 'a brge unique pmje(f whid1 exhihirn the nn1ge nf characi:e:rislics 1.isted abn,e, s<J 
creating a prim,, fack ca~;e for Pfl, 

Where the initb.l a%cssincnt has csrnbE~hed .:1 c;1se thr PH for the prnjett type, Stage 2 i~; 
des(gnr.d M verify that PFJ cnntinues tn provide potential hcnefrt5 :fnr the paiticufar prttject. Th~ 
test bcorpoote:'l lx,th qualitative and guantirntive e!ementK. The key quiiiiutive factor,; relate to: 

• viability: as:,essmer::t of whether the service:, :may need m pmvided by directly by the pubb: 
sector, irnd 'Nhet.her the ~trv:ice:i can be: iide,pately c<spturerl in a rnntl"..:tc.t-bsed appm,wh; 

• desirability: .issess:ment of the reiat\Ve benefit:,; of d:itk:rent pmcmement mme;;, ::;uch m: 
incentives and rhk trnn,~for of PFf versus ltw.ter publi;;; ~:ect,Ir borrm.ving cns($.;.and 

• .:1chievahint.y: ,,sse%ment d Hkdy m;:::rket inter\~~t, and public sector client ezpahHity, 
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estim;1te<l c.!flital and op,;rating costs, ;;idjusted for dsk (thmug:h a generic spreadsheet) as \Vtl! a:i. 
dfon::hbnity. Howevu, 'if the i-.;sult of the qu:afaafrve case for prfx.:eeding with either PFf <V 

conver:tiona1 is ~trong, th('. nut,xirrn.~ of the qi;mmirntrve case win be less impmtant', 

Stage 3 is. <l.e~,igned to Hpply on<.::e ~i prnJetl. is mto the fon:nal procure:ment-phascil Le. post OB(~, 
It involves a series of ongr.,ing ";:;heck:,;' on value fr,r mn:ney, ln partkufor focusi.ng n,1 the qualtty 
of1he <:ompebtion, and the :;u::..\:esf:-:fal tnmsfor of appmpriak d:,;k, 

7.4,3 AppHcation to the Tram Sch,'*rne 
The propo:=sed tmm network is rn:it part d" rt pbn:ned pri:t_g:r;,Hrn:ni:: of hivestmi::nt. However, itis 
ckady \i farge, uni<iue pmjecr which prima fad<: exhibirn the nmge nf ch:1rncteristk.~ whkh 
suggt~st that a PH :ipprm1ch is c;1p:1hk d. de:!l,1ering Yalu<: for mom:y. Delivery w frme ;md to 
budget will .ilso be very l:mp,)rt.i:nt Bnd in riik ,nanagtrn<:nt terrns, ;:he p:n:j<:ct involves 'th<: 
purch,,:=;c of significant <:.spitd as:-;d,. wha<: the ri::;h (;f ;:;mt md time overn:ins are likely t<1 be 
~,1gnifican(. 

1n term~ of market intere:=;t r::nd the JikdilHJfx.l <1f cr,;attng: a stmng (Xlmpetition, the 
recommended prncii:mment option has been designed in part to refiez:t the lesf:>ons learned from 
the ex:pcri<'.n(:e t)f PFl on previous ~:c.hem,;s, J11e ,;;eparation of the ope.rntor c,.mrrnct lhmugh the 
DPOF Agreeinent rdkct~. the ciiffidJlt.y,. in \'cilu,; for money term?,, <1f attempting to trnn~for foll 
n::venu<'. risk ti:i n Pff.type cnn~orfo1m. Simifady, the proposed package,,; of initial work am 
focus:S<e:d on th,:>se :1spt.cts <lf the ov<:rnll :=;dx'.me that have p:mv~J ,h:ffa:u.lt for foe priv,Jte :,ez:tor 
tn price (\<,,'ith the intention <1L;v()kling ;1 pote:nthi:l premiim1 pdcing of some d tho,,;e ri~b,). 

V/hiht flmh:e:r, forrmd amrbt V$ting win be an imf,'<irt;,:int element of the proposed next phase 
of work, the initial ~!Bf:-:es:::;ment is th,it a ?Fl stnts;tUTI?. ,1:s ptsrt of the preferred :pmcurerr£:nt 
option fo:r the Infrac,:i contrntt would be hkd y tn attract s.igniflcant market interest Thi~; would 
facilitate appropriate risk tnm::;fo:r and e:nfom~e !1m pr<ispe~t (if dd1very of the prqj(..>:et to time 
a:n:d hm.lget, tie's overall current m;se,:;sment i-5 therefore that the Partial PFJ <,ption <loe;:; merit 
seriou;,. ;:;um:lderntiun and {k:,e:, have the _p<}temial w ddivc:r V.Rv.t The OBC will examine this 
optitm in detail taking imo <.::0n:liderndon the ri.sk rtansf,;J p:!:',)Ct::% and the potentbJ bene.fi.ts 
arising fmm thi:;, A Partial PH nptkm :i1so h<.ts the be:ntfh of treMing a perfonnmKe and 
ii1centive regime for the ln.fo1w to en;;ure the quality of tlw infr,istrudi:1.1-:;~ :li;. m.ainrni:ned 
throughout the contract period. 

7.5 Funding t1:tr~Hef:tl 
fo kokii1g at the appmpriate fonding strategy for the infrm,trocmre ~m<l eqdpmem si.rpp\y 
c<mtract for Linc One tllre<.:: optiom; have been modelkd: 

• Full PfTJ1)_pp nption. 
• Parth! PFJ/H.yhrid wh1tion nfpart SE grant and part private ;:;ettor funding tbrnugh a SPC; 

and 
• Up~Fwnt Capital Grant from lhe SE: 

For t.ht:: purposes of the privute sector Jund:ing nf thi: Inf rnz:n the pnrdent 0-ptkm i:5 w tt1e a 
mixture nf equity, submclinate<l Jeht and 1,eni<.ir dC:bL The proportion of equily and 
subor<limited debt to senior debt has been split in the nonnal markd ratio W:9C!. A :ic:nior <.lc.bt 
wlutkm h,ts been mocleJled as fbi;:; <1ffor:, the gre.ati:st degree (if flex%ih(y ;iJhdt with a cost 
impJication; this is there.fore rcgw.:led ~,s a cnn,:;erviHive :itrncture. No beud'i:t hrn beeu irn.Juded 
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th.it i:night nrfoe frorn ,w EUJ r<mtc or atnnd :::.tmc.ture, A bond financing option w:hile possible 
is m-0re likeJy ki be trse<l as a refinandog<ipdon once the corn,tructkm penod is over, 'Hie 
contract'.-dth the lnfraciJ should be structim:::d in a way t<}<:apt:ure a i;hare oJ any refinancing 
benefit Theis forn::llng strategy represent,; a conservative -appma,'.h bai;ed on cCltrrent market 
practice and reflects current market conditit)tm for 1nfrastru<'.ture proje<:rn, 

P:r:iv:ite sector fonding for a projectd th:ls miture will be channelled thro1igh H (:omp~iny, 
Normally this h; a SPC which hm; the sole uim nf ddivering the proje<'.t and \Vhtth vd.H ring-fence 
the project risks within that s:ompi:my. 

Typically ci:nr,mercblly funded p:n1rect fin>:1nce de1:ib involve an element of risk capital in the 
SPC, In the emit ext of large i 11fr,3stn1ctm:e and equiprn.ent supply cnntrncts this is :normaH y in 
the r<!g:ion of W:0- l09h -Of th<'. total pmject cr.1st Thi~: is rbk capital and ai; a result :it attrac:ts u 
higher return than sen:ior debt fonding, ·111e provider:~ uf thfa.de1nent of the fonding wm bt th<'. 
contJactor and otherpartie$.!O foe infra};:tructure and equipment supp1y ci:.mWl!.::t p(!:f::;Si:tly with 
the assisctanc<:: of third parry equity fond~:. The fonding ii; normally strnC!tti'ed by '<'<'::ly of a 
minima1 ai:111:i,mt of pure equity capital with the balance thrnugh a more Ul\, effident 
subordim:te<l debt line. The equity capita:! wi:H rnceive iti;return through aJj,,riJ.f.ud payment ,is: 

and whe:n the res-0urces are avaifabfo with:in the SP(:: to pay the:stL Iniere:st pi1yrnents on 
subordinated debt l'.::an normi:illy be mnde dnring the projectJifo subject to the reqdrements of 
the senior debt p:rn vide:rs, 

This has been USl:'.d on ;.1 number of inf:rastmcrnre pmject;,; and can have !'ldvantages over u bank 
debt option, The gt~neral p:rinciples ofbo:nd finance :1m thutthe borrower wodd receive ~i hrmp 
su:m on issue of the bond and wou:ld require to pay an interei;t charge (either fixi::d or va:rk,hk) 
over the tx,nd period. At the maturity of the bond, which mu_y be '.20 to 30 yearn, the oonO\ve:r 
woukl:requrre to repay the principal amzmnt. The funder -would t:ypicaHy require security i'.tgainst 
the bond repayments over the term of the bond. 

Bond finance would require fixed repaymems f.lver the bond term, although some bonds are 
linked to RPL The total liability which would be payable would be known a:nd the:n:::fore wonlrl 
allow ik w incorporate these fixed payments in its budgeting process. The 1:ihirm'.lk p:rice paid 
l'orhmd finance w:iU also be dependent on the borrnwer's crcditrnting which requires: an 
assei;i;ment by ~1 rnting agency web as Standard &1\uxs or Mmxlys i:1f1he undedyi:ng credit 
The more neclJtwf.inby foe lower the intef<('.Sl rnk on the bond. Crediten:hrmeernentoptionsare 
available for bi:iud p;l<'.bgi:::::; by utshsingtbe services ofmonoline insurers to '\vrap>,the bond 
issue. Effectively these large foiancbl in~titut:ious pit thdr balll:nc:e sheets behind the bond for a 
fee. This makes the bond lssne more attractive t<) hond purcha:,ers:, 

Pricing for bonds is based on ,1 refr.ren<:.e gilt which re:t1eets the nw:mrity of the bond, The 
margin applied <wer the base cost of frmcls win be ,t reHectii:tn of the puweived credit risk of the 
bond whicb tends to be krwer than the margins applied to ptoje<:t finance debtin a rai1ge 65-
85bps:, With long gilt yjeJ:ds at mutmd 5.0% thii; offers ~m advantagi:~ oi<'er pnajcct finance debt 
where the base cos1 i:if fonds w{}u:}d be aJo\md 5.1 %, to 5.5% at the cw:renuime. The 
competitive advantage ofbrmd ovetdebt fond:ing 'NiU be dependent upon the market conditions 
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at the time the ckal is crnidnded, <ii,; wdl w; the ('.PSt d the wrnp and credit m;t;essment d the 
tra,,511ctbn, 

Whik boud fimHK:ir1g i::; un the face {)fit cheaper than bJ:r,k deht, it ls huth more time 
cnnso:rning ,md crn;dy ii;;, arrange, lt pmdU('.e;;; a fon,p Hirn which is ineffo:;ient ,,s xnoney r<zqnri:,z;; 
ti;:, be pb.:;ed nn (kpo:m tmti! required w famd con5trucNon, 1t :i:, nhm k::,s flexible hecau,;e of the 
,rnwre of the bmid holder~ and as a cfnisequenee if there are diffiedt:ie5 during: the pr<)je;;:t h <::an 
b<:'. diffkul! w get agreement tn pro,-iect ;;:hange:i, 

Seninr ckbt Lmding provided hy one <)l: more h;rn.b h ;:i we.n devdope.ci product which has ~en 
used rn fo1a,Kt~ (I wkk v;n:kty of infrastru;:wre prttlt<:r;;, Typkrdly it 'Nill he prie<:)d M ,i m;ffgln 
,~b(,ve fixed ci:.$.J of fanM which i:nvrfrvt,Sc fhe forn:kr tntering lnto h<::d,ging ,:im:i11,gemeN:<s m 
pfettd their fording ci;;st risk S,trrkw dtht fonding \vin in !lK)5t rn,1rb::t <:\>ni:htkms tend t<) be 
more e:xpen&iv't~ than b(rnd fon<llng a:, it;~; b;i:s<'.d on tJEOR or a :;;irn:ifa:r rn1e, wH.h hn:;;e cost of 
fonds (:iment1y ;::.n-1i;iH<1 5, l %,5,5'l, Jvbrgin1; wiU he <-kpentlent npnn a credit eiI,:;;essrnent uf the 
borr<,wer .and the Ui;(kdylng: 1x<tkct. O.HT<'.11t :t:1arkd condhkmf 'Wr.i:11h:l sugge"t marg;iM over 
the underlying: o:-,st of fand-; rni:1gin,g t'rnm l 10 bpg ro L5D bps. The margins m::hkved wHl 
<leprnd (m the rn;1r.ker <::finditiorn,; ;md the ri::ik p:n.tfile <)i' the part\rnlar ptr::je..:t at the time of 
::igreeing the liJan, The margins wiH vary during the hfr of the prqjeo a8 the risk pmfile change:;, 
.Funder:;; pti-ceive the ('.finstrndfon phm,e ,,:<> hdng the mn~;t ri:sky and wn;;eqnem:ly thi~ attnKt:, ii 
higher m,trgin. On<:e inti:\ th<'. nperntins1s ph,i~;e margh~; z:,m dwp by W to 20 bp~, 

'fh;:. project finaw:e market hal'; dunged i.:iv<:'.r rectnt y,::,,trn '<vith th;;:: ku,gthen:ing d' m::itutitieJ; in 
w<ler to me.et z:nmpetitinn from the bond marht ;;rn<l this; can be henetkial in ter:m~ of debt 

A funher in:rport:.mt faictor ttci be <:onsi<ltred i;-; that bank fonding (,f:fen, for gre::iter :fkxihflity than 
bond fonding, fr i~ em;bi: to drnv,, J.o,Nn b:rnk t'uns.ilng in ph;:'i$t5 ,lrotmd ;1 corn,tructkm 
pmgrarnme ~wJ to 5irncture u Y~iriabk rep:iyrn<:.nt scht,duk. Thi$ tvi:mltl se:rve to m.inirni$e the 
fiwm<_;'.ing z:i:J-st~ tmd i)ptirnise Hw wihf£itfrm of frlf ;)«';~Uabk C,l"h flo<><'$, Ho'N~Yet thfa requke5 a 
gnod hidgeuiry prrn.:c\~:'i and effoctve treasury i:n:magc:ni('.nt 

Leasing 

Ls:~ifaiug nff<::,·::- u forthn fornfo1g ;e;0.lntk;n whkh pmvid¢~, i1 t;:ix effident ~tmctJro but this h 
iml~ied V> th;;:: SPC nni b(:'tng ,,bk !(i nse capital ::iHownnce~ itsZiH' but lt is suitahk for items of 
phm ,ind eqiiprn('.Ht. In the c::i;;;e. nfth<: tm,ns projcxt this could enver the vehides contml 
c,ignafong ::rn<l p,i;<;.~::.ngcr 1nfon:n;1fion equipment, <Werhea<l frn<zs and gantriet, and the trttm truck 
it~elf. 

'111;;:: Em, becan~;e H. i;; frinr.k":d by Eurnpe:m (:bvernrnent~, provides fon<lmg !hr prqje;;;H, at a rate 
kw:cr th"m that nf .comr£,emhl h,mk:;., Hmwver, dependant n:n market ;;:.undjtjons the buse rnst 
of fond~ ,:nay nr:it a1wiiy::; 0ffor ::;ignif:i,,,mt differentaL Mur_gins do, however, tend to be 
::;igr:Hkrntly lowa th,m commerdal fonding, EIB only fund up to ,i rm1ximmn {{ 5(Vi't: of the 
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prnjed cost but 'N(1uld n,a:k~ this fonditg avaibbk to idl bkldcr~; a:;. pan ofth~ :in±h,stn1dure and 
equi:ptneut temk'.dng prnt2:s::s:. 

The Em have bC<'.U apr,r<,adR~d and have iiidk~ted thdr intc:r<:"t in C<,rniidering tfo~ project 
They an~ cunently involved in ::t numb<:r of oth<:r t.rn.m pn:~ect~ :in the UK and are \V<:H ,rware of 
the fonding issut~ involv(;:d in th(;:&e proJects. The benefit:; <,f EIH fording h:1vc not been 
factored into the modd. 

7 .6 Coocluslons 
tie h1.t$, CX;;rn::d:nt{.1 a n,irnl:x:r of way~; to fond the cn11Mn1etion of Jjne One and th:is pwcess is 
ongoing. Property pr0<,:ee:ds, adverti:;.ing and oth('.f' marketing ri;.V{~irnts are bdng actively 
expJo:red and inechanisms cst;rblished to optin:iise thCMI fond::;. 

The way in whkh 1he pubfo:: f:<ecwr ftn1ding is input Ki the pwje,----t, whether by way of Bp-fwnt 
grant or support for a p,i,,ate sedl'.!:r fo:nding snfutbn,, needs tn remai:n nndei- c<m:,iderntinn unt:l"! 
subrnission of the OBC A commerc:l<,l fonding sobtion \vou:ld utlH::;e 11 mix of eqmty and 
commc:n::ial debt fonding through a PH/PPP contract. A ho:nct solution may be morn effe0tive 
but this will largdy be de:pe:m:lent (m rMt~:.:; pert:;1ini:ng at the time of financial ck,~;e imd wiH be a 
decision for the lnfrnco. Leasing is i1fl option whkh win remain under com;iderntion a1; a mean$ 
by whrch to c:;1pti1re the ,:n;-iximtim tn: benefit po;sibk, 

A :PF1 sdndon has !:he potenb,)l to dlh signifk;rnt rliktransferilnd :performance benefits :rntl 
',NW l:.~. tested in the OBC to ddcn:nine whether Hoffe% VFM, 
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8 Cost & Revenue Development 

CapHal and Operating Costs 
Source of Costs 

Tb{'. nipiVJ! ;:mJ zrperating i;;o;;;b fax the hne have been prqxired by fvl.ott Mad)ordd ~.ubA 
,:ZiH$1.dtant, Brian fbnniby & A,,soc.iatt,, and are based on the prd'erretl mute aHgnment agrned 
with tic and the ()1tmdl in September 20UJ, Thm;e cnst:;; induw.:: th:: lnfr.1~;trnc:.mre, vehk:les and 

the start up co~,ts :t,wdakd 'Nlth the prnject , The C:{>?,tS are ha;;etl on the outtum c:..z,;4~; frsr other 
;;yt:te!m :in the lJK and have been ~;nbjected to a benchrnar.king exen:ise by th,;; technical advisnrs 

and tie. 

'L'le orig:iirnl tr:ssts pr.Qvided were the "ha~.e co:;t;;", Lt~. the technical u<lvisnrn e::.timate uf the 
iictua.! cost nft.ht wnrk b,,:;;ed on th<: analysi:;; t;) date, A z:ontbgency iK added as there h fhe 

poternb.! for de.rni:mrn nriMng th,1t m;;1y ret:uh in cost Gverrun;;, The fWernH ,;;ontingen{'.y in the 
fin:i.l figi:tf<'.~, wJ:;; HJ.l:\%, when npp!iecl t<i the toted eapirnl ba;;e cust amnnnting to £23, 7 miiHon, 
1J-m lxi~e (:o:;;ts,, wgctlx,r v,::ith the ldenHfied n)ntingeni::y~ repre:,em the Specified Capirni Cost. 

The:: ts:'.Chn:k;i:l ;,idvhon;. h1we app!i<:d the u:mtingency il:t difforont rates a.ems,; foe cost captions 
depending on the ps:rcciv<:d pokntial forqpita:l eost overrun, 

l Track 

fT:rnd and Pmp,~rty 

[ Vehide5 
r ·u tiliti~:, Di ,,ersinrm 

[ Sp<idtk C,xntlngtn;;ie:;; . 23, 730,000 i 
(S~dffod Capital Ct)St .. ....... ... f . . .. .. 24\050,000 : 
; ............................................................................................ --......... - .................... ··························-C 

l focre.m,~mil Optmi:,m Bia.,, f 3Uli0,000 l 

L Grand tofal ·-····•wHmu ·-------- .Jm.•m•--m 274)150~~) ! 
'\All prk<:~. iit. Q2 2(lf.l3. 
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6,1 .3 Op~r~ifng Costs 
The operating c1%tK are fome a:&wdaktl -.,vifb the day0W-day:nrnning Qf tlw trnm Kystcm 
includhg staff wage'.':, ehxtridty and inrnrnrn::t:. Tbe:=;e i;;o;:;n h,rve ken pmvi(kd by 1v1ntt 
l\<!ucfx.mdd sul:Hxm:=;ubmt Steer £hs1ie$ (;k~iH.~ hi:~d on nrn time:, und frf.'.qHecrKie;:. 1.)f the 
servii;;e; ln addition H pmfit nwrgin hm; bt~en ,Hided tn the npernting: ;)O$!s bM,e.d on m'.1 ;;mdysi,s. 

(Jf Gperntorn return~ frnr.n prshlhhed infrmrrntl<:m. n:n uther trnrn;port whemes. The tOsb 
ai"iu:i'.tlfd hiwe rH'.lW be,:n t<'.'.Gncd following :inpm fr<)m Tr&n$dfv mi<kr the l)POF pn:ict,%, 

EU -4 Ufecyde Maintenance 
Lifoeyde l:rn,t~ h;;is1e been esnrn<.tted fmm tbe cHpiwl ;..\)"it data, .1\i U(}ted abnve. th<'. r:ipital zx,st~ 
have ken derived fmm.;:; c<miprehern;lve d;:rta1.m::-::('.. i'.Ornplk<L fw1n analy$is zi' <:o:;;t::; fot rcbe 

infornmiz:ture \>..'orks di;;ompkted andpropnsd LRT schemes thnmgh<iw the UK, Trie 
esdmuted lifecyde i;;uBtf; whtt to rephcfititmts and rern,~w;:rh ru::te:;sary (1Wr ,-i 30-yt;:u- optrttHonar 
pe.rioo and txdude n.mu:ing wsts Md r<mtine n:w:intenante <:os.1s, 

8. 1.5 Fan,,bo:.:: Fh,,v1:,nue 
F:::lrebnx 1r::come pn.~wcti<::ms have t.een pruvided by the Line 0-m:>ttchd(:d advisnr& Muti 
t,,,fa(D0nsi.l.t blscd 0rr the detai.le<l excn::ise i.m<l.e:niken by their :·mh·('.z>n:,nltimt:, SttX'.t DHvk$ 
Gk~vc. The ±breciwin,g:mdefa provide dmnan<l imci fare :fata for 2011 and 2016. To prnduct 
,t 30 year p:n:!fik, h h; neee;,rnry to zpply foe n:verrigc ,1nm;lttl growth bet<;.>,,een 2011 and 2026 (the 
nX)ddfod foreta,;t year~). The <::xistingrnvcmK:K are a,,,-n1md to rem;;iin C(m,;t.int from 2026 W 

the cn<l of the t<mt:nKt. h,r the period between 2009 ,rncl 2011, a b,irbvnr<ls extrapolation fa 
appHe<l, ~n11ject tn apprnpriate mmp tip nf demand ,mJ re">-'i::mie, 

82 f"'l"',thodolofh' used by Technit'...ai ArJvls,,rs to project Fambox Revenue 
Thi::; ,.:;e.;tinn tle:;alhes fhe work rrn<lerti:tken hy tfo :rn<l fhe weciilfat·con~nltmt:, m devdopthe 
re\'i~rme pmJectifms fix the tram pmject 

8,2, 1 Analyi:k::al Framework 
b .Decemkr 200(} c.s:m:;ultm,t:,; ,\-ere camini&~in,1ed by ti~ tn i:k:ve:lop aii inr:i@:rntd l;1nd,-usi~/ 
transport intcrnNbn (U.r!J) modd t:o frweta,,t the changes in faribox :rew:nue and jzmrney 
times by puMk trnn:s:p\'.1rt Mid r<)G<L The bMk furn::tkxntfo y ,ind g<:{)i;r.iphk (\)Vl'.':rng<'.'. rd the 
modd 1$ iww Je:s;cribed bdow ifocr foll detaih reforen~e should bt rrmde tn the mi::Jd 
ds:::vdi:tpment r<:port:st 

Thf mi:Kid crnnprises a hiernrd1ic.al :nnR~turc, A1 the wp level, ther<: i,.; n Mrm.eg;c km<l USt\·· 

trnn1,port interactkm rm:1det ci:msi1,tii1g of the TRAM {Traffic RcMrnintArwly::;i~ M<Xk:l) si:nd the 
DELTA fand u:,;e motleL This <)perntes at an 8S z:nneJevd cnvering the E<linbu:rgk 1.Dth:i,,n ;mtl 

South fifo area mid model::; at a sp<>ti~.ny aggregate, !:mnempornHy and fu,idional det1iled kvet 
This cnverK the ful.l rnng:e d r.rnvd re~[X)W,e:-; t,:i tr;insp,:irt .and kmd ,i:,;e di~in,gc::S, induding nip 
frequenty, tlesti:mition, m<,de an<l tim<l of day, Th<l bnd n::;e ,n,'.ldd q:,ernt.e::; iiitt:rnchvdy with 
the transport modd, li">wc,1,..:t:; foe .level:,; nf bn<l u::;e and a:,,:-;(it:i,1ted pt>ptifa:Hon ;:md <:mph)y:nwnt 
levek This i1s based on the ba~dine :::cenarki 200 l nnd fonvMd lonkii:1g :pi'.11ky inptlh {tht kvd 
d alfowabk clevdopment pern1ls;inrn, by wne Md yenr), 
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·111e LUTi rondd i::; $tiffkh:ontly dettded to kire<'.,:l5t gfobd respnti$Ct 1t> trnnspnrt imerventium; 
birt does fB:tt cont:iJn ~tifflde.in <:te.t,d w identify iiidividnal n.x1d,junctizm::, or publi<:'. trnn1pnn 
strvkes. Dernded a,%ipi:.:::ufnt m<:,Jeh (DAM) wern de~'d,)f'ed n:ivtxing the Hu:r;.-e _geugrnphk area 
as 1h: TR:\J .. 1 imxkl. These w~,re lwsed <m c<.mfoned CSTM}A, tK'.{Wmb., hut have <ldditimd 
detii! h the LR.T c<iiTidorn, Th<:'. DAJ<!l m,xkh (fnr bghw·,iy ,md publi<.: tra.n.:;;port) sit 'bdow the 
TRAM/DELTA :.:::ii<idd$, w:1rh ;;i drs~iggregafam module being used to JXl% the frtreGi.sL.;; Juwn to 
th<: f>AM ro(1dd;;;, 

The rrn>ddling: pr<i,xss (1::sd in the development ,Jf Lin<.'. One emplny::; the fa!ll fou<'.tiordi:y nf 
th<'. LGTI ,nodd with the TRAMiDELT.i\ ,ru>d<'.h lxfrng tisced tn f{)recast high lt,vel rtsponses, t<i 
th~ lntnxitlt~ti<in r1f the tt:im. The DAM rnodds: ,u:e th;:;n us('.d k', fnre.c:ast d<:tailed p~1tr,1n~1ge 
e">hm,ttes f<n: the trn.1.n and th('. a::,SO<:iak.d imp,ith on the bus network W'ld th('. high;;hiy netv.\)tks. 

Tht LF.n modd """'U?,. devdnpe<l in 2001 and cal:ihnlted and vub:htd to current dutll, The 
l)At~t nK,dds for public trnn~;port. and hlglw<';±ys '<%'ere <.:mdnned from foe CSTM? modd '·.Vhich 
wat; eilihrnted Jmd v,ifofatcri to 2000 by 1fa~ SE Term J.<.fodd ConsuHwts MV A. CSTM.3A \vu~; 
~;Hb,:;equently audited by the SE Tenn t,fodd Auditor S1AS. 

'fo,~. <,i"ighw.l :::nocld devdoprt,N'>t was sub::;equently enhan<.:ed :in December 2002 by the 
dz:vdopmeni {'.>fa f.Jx:d Fh'nr·,uink Jmp<1l't (LH} rnodd tu h.JTet:m·,t the 'Nider econo.m.ij;; impa<.:ts 
d lr;:import eh;m,ge~,, 

• :rnad tt%ignmentffK)dJ.::t 
• publi,.:;- tram,purt p,i:;,:;;enger &::;sfgrnnem mt:<.:kt 
• mixle ch{h;;e modd; 
• trip gtnerutkm a:r:d trip tfo;ti·foutk,n a.%tmipti(\n:,; b,tsd on trip end dnti.; 1md 
• trnns:pnrt <itd lmid ute imtr::ictktfo ni<,dd, 

The fomrnt of tb: tkrnand nl<}dd iB 1xiH.:y ::;ensitivc, Chang<'.s to th,t tni1ispon network (Le, the 
supply} change the (:,J::;t crf1nivd and thisc,Hi ktd w ch~H\gtt in rht; pitten:1 fift:rn.vd <le:nxmd. 
C,;;,n\w;.:;.i.Jy, cbmg<:'.S in truvd dernand r,m k,td w (:bing1;,s in the <\>sts <)f tr,:ivd on ;-:1 g1ven 
rrarn,port netwmL p,mi:::.'.ubrly where eN1g<:'.:sdon <ir .:T<::<\vdfog {l<..'.'.:'..'.Uf1, 

The model <:.:an expfa:itly ;,imu!,1te within the ;,y:;tem the key rra:vdkr rn;;ponse;.:;. w. diffonmt 
polkie~ as foHow::;: 

• ch.an$e in trip frequerH.cy; 
• <.:h1l!\§tC in trip dc::;tinai:icm; 
• di;wgt rn J11<::,de ():f wwd (car, walkicyde and putlk tnmspon); 
• <.:bmge in timed' travel (24~hmir weekday;~ and 
• <.:hunge m rout<.:: of rraveL 

DEL'L\ - a b.ndy.i,::;e mDdd invuhing vanFu:i'; suh-modd~ thtt predict \'.h,.mge::; hi 
demographic~, ca, ownen,hip, empkiymem and economic <.:<Jnditizms, and cornbines these with 
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the ttavd C<)st:<; lrnp;x:t;:; of ,W'N tran,<:pnrt lnfrnMrncmn.~ h'.1 predirt .:hangN, in future limdAu::;e ,md 
the <o:rrc.ssp1'.1t1\iing th:}11ge;:; in the demand for 'Ntd-tby i:rnvel {he~;p::?ke sdtwa:rn}; 

TRAM (Tr-.1t:fk 'R~strttinf. Analysis Mod~J ··· an 88 ?DlK '>l:rntegk tr,,nsport mi:idd '-Vas used w 
pnxlkt ch,,ng\~ iri n1wd hehiwiour rN,nhin,g from the rh,mgc:; in tnin~;port frltpply anJ /or 
<hrmand f<it trnvd fe.1;:- :m{?t.leAchoice, tlme-dAtr«\:'d, clesdrwtfon choke) and K> <Jutput result.mt 
trnvd ci%t change1-; (l'k:,poke ~dh.;.u-e}; i.md 

.Park amt .Ridt (A.DJPNR} ~ m~xld to pmvidedctaikJ mzx:klling ,lf formid hu'i and Ride 
,~<rdcr~:S (by b,1:;., rn}l ,mdk.>:r LRT} {he;:;:pnkc sofbt~rre). 

Highway DAM ~· cletaik,J a::;::;igncrnl'.'.nl fXIOdt:1 to pn::'.dict wrn.e dwk,::: J:nd provide rnnesp;mding 
pre.lhction~, of traffk Hc\,.v,.:;. and Hnk/'jt:nctinn defays rcsuking: frorn thes"~ on the road net<.vork 
A City centre p::trking model i.iirmhltes the imp,Kt nf p{H"kitig <:h:Jq;<:s. The model i5 n:,;ed to 
forecast jmi.rne.y ttm<, changf;:; ;:m<! highway :,pe,~ds, which rm:: then pas~ed t<) the PT mode!ting 
d: btl:<ifS; 

PT DAM ... detaikd ptrbhc trnn~;port ass:ig;nment mndd tz) predict wb-mode. and route diDke 
frir public k,mi,,pott lrn.p;K!~ ,it a. servic<:-t{Hei-vit.e fovd. The CST\1,~nn-e~, are tun forge for th<\ 
trfH:r, ::.:chf,tli~, S(t l{tr_gff :FHJ<:$. in the proximity of foe trnmHne have been &mggreg~:ikd. 111e 

rn<idd forc<:Mts ,)v<:rall cha:nges :ii1j{mmey timeK s1nd reveru:ie, 

The n:w<ld fore::.:a:,ts 1,mbli( trJmsp(1rt:. pant>nag1:. irnd revenue thr tht AM pe-ik hi:111.r. imer rw::11k 
hour <1cr:tl the P-M pi:.ak hour, frir 2:0 l 1 ,md 2026. The e.::<mtlt!llt b<:H<':f:h-Sc wern asse:;.~.ed m, ing 
lUBA (Tran~pon U~er :13('.ndit .Appr~ii,;;f1lt whi<:h l$ ., nmHi·J:1i;._,d,1L vada:bk trip mwrix (VT\1) 
<'.t:iJH<'-'fi'llt apf)nth;;J pa(k;1gi:, 

The Mi:ldehng Appraisal and \Vorking Gwup (t'<'iA WG) ,:-,,zs :;et up a1H1 drnired by He K< n~vkw 
an tram,p,)rt mDddfing 1S!,Utl'; and en8Ure <.'.uru;ii;tent good: working prat:titY. \kmbtrship 
cnrn,i~atd of mertfbets of lhe ti:l-'{inimtJ ltchnicitl ~Hh1:e;ors fx Line~, One,, Twn in1d Tl:H't)e iis \'<dJ 
as the conwitunh appointed k~ a"sl';el>s tht-Net>'-c:ork E:ffedl> cl He \<) the rnmbined imp,tt:ts d both 
Uriel> Ont'.· arid T-v~~i). The irn .. "'<Jd de:vehpe.ru M\,;A ,mcl DSC ;;,w::r('. ahn nie.i&"<'g nHhe g:ri)up, A 
,;;erie~ Df k::.:hnkal THJtes i-etording the limit.ttinm of model in terms nf :imxfos and interadions 
(as!,:ignment, ttKii.k :,plit et~) ;;;kmg with Nber fa~WT?, taken into ac~iJ::mt during the i;;ourne of 
the nwdd \vere dht:tt,;i,;e<l ;;it the MA \VG. 

As ,t funher ::;(imfort fo;;.t,v tic ha& di:;urn:-,ed the modd <mtpurn on patronage and re.venue ;;,viih 
'Irnnsclev '·Nh,, huve exten:;ive tram experience m b<:l-th the 1.!K and gk1buHy, They have 
<.'.onfomt.'.d thHt the fore.ca$t~ appe;;;r uchievubfo and am .keen w -.,vork with tk tu enhmce the 
patroi1agi'. supp(u·l fiJr the. sy~ten1. 

Trtttide" bring ,vith them deti.libJ hands--<m cxp(<rience of 0pen1ting imd maintaining; far_ge trn:m 
sysk,tis, Thd1 experie,we in :.;ervice delivery will ennbk He to.drive efncienck~; in ~ever.al key 
;)f('.(lS, The mi.tin be,iefit v,<'ill ~<:m1e frmn Trnm,dev inpu1. t)n c;9itaJ cu,;t<;c, Hforyrk m,,inten,mtl'.\ 
.rev<:nue JX•A<i'.eti<?.,n and cnhari;;fnvint irnd protection and integration. 
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8}3 Value EnginBerin'<1 ;;ind Cost. Opt.irnisation 
S,3, "'l lntroduction 
1-hvi:r::g eEtibli~he<l potemhl mme ::ihg:nrnem::1 in :m e.iirlk:r ('.X{~,-d~~~·, Mott M<iCD<niakl ti1!deno,)k 
\.Verk P11«:kage 1 (VlPl) of their brief whh::h W:% to rev·iew and ::1lh the-~<: potcntiil.l nptkms to 
tho~;e that wern ''br~::1C r-ert<)rmers. Follr l:lpti<,n~; within the nnrthern lo<)p tve:re kkntHkd, To 
pn:iduee .::m audit tnfrl .vhhin \.VF1 thes<'. fotir Gptions ·we.re rippr~iisd tt~ing a simplified version 
oJSTAG'.L 

folfotvi-r,g tb~ t\,t'l<'.tS<:: tw<) ;rnh opti(·n~ :;tin r<:'.ffmi.tK'.d ,md thest \Neri:. put forwar<l it$ pa:rtnf the 
:Puhlh:: Con~uhmitm ('.Xfr::;.i:.e, iwnely the, Prinn:'" S!rne!/ Ge;(wge Street awl Rosebum 1:bi1 
Cotridor/T,;::.l:frit,i Rlxid nptiuns, 

'NAhin the defined ar<:.'.H:, the riJuk Hhgnmenrn were sekded mi the bisi:o of minimum di;;,ruption 
w :,erlik:es. enginei:ring ::.:tmstrnint:-; am!, where p<Ji>:,fok :;egregated rnmlii:ig. One of the r:iwin 
engineering <.::tm?>tntin:!:;:; ,vithin the Rf:.<?>eburn Cnrritlor iii foe ntetl w widen th'. Coltbrktge 
ViaJu::;.,t ,<:i db,N fr:er a twin tntck dipmtent. Afo:r reviewing (iperntinn.tl efftd~ and c<i$t 
inrplic;;i,mn:, to wiJrn the :stru,;;mre, it i,;; recwmnended thtt interladng <)f the !tack {bi·· 

directiomtl rmmfng) k, the m0st prn~ti,:Hl optkm. ret<lining th(' stw<:tw·e iu its <)rig1:r.Hi1 fotm, 

8,3-2: Cost Opttmlsatfon Exerclse 
Ft1lfowmg }\itifa: (\rn::mltutinn and the ?>dt><::don of :.:i prefo:rre.d ri'.fute: fof Lnt\ OiJe, a (O:S.t 

l:-ptiillis;;it\~n w,:;rk,;;h<:Jp ,•:u?; held on tn <:xplore funhtr :;;a:pilal i;;ust s;:l<-'itgs tl:rnt :might bt 
~id,ieveci in delivering the fowl s:;;heme., Jkpref;::nt,dve~ fru1,1 tfo. and Une On<'. znd Two 
technical adviszm;. dfa~u~;~;erJ a,,~:mnptizm;; that lwd hee:r1 Je:vdnped during the deiign p:mct:;;s rrnd 
di<=ilfongecl the baj~ of agreed :,pedfi:;;ation:,, Th<$e indw:kci common i.Mumptiomi on vehkk 
p:irM!'li::t~rn, stop ,;::quipmcm, tr,-;ick con~mi<:tion a,iJ qti~ihty of ~:treet finishes. 

Several :mgg<'.~til.>im ,,,<('.It ;Jb,:, tnildt with n;;-;p;;;G tu the red,id:ion of rn:ire k:ngtb;, number iA 
~:top,;, park ,md ri .. k silk~; (kp,:;,t k,.;:;:.:tiort ;Ind sJuring ,rnd single line (bl-directional) nrnning, 
The p<JtendH1 fr,r rapital r:Xj'.K:mdhtfit ;;;:ivtng::.: fr<irn the:-;<: k1l>M; vdH he m,;S,c;:;,-;cd during the lJP()J:l 
pF)C<-:$.S <md tki N,;::two,-k Eff,;::~,tf; ;i.mily~,is ,md wrn be taken inm .account in the 0:BC '<vhen a 
fonding ,<ipplk,stitn1 is i-;ubm±tted. 

The rt,naining t)ptk1H$ for frdud,ig c.iiplt,d txpew:Hmre, im<l the inrerm::tive effect~. on :Jther 
~<:i~-b:, have. been ;i,$:-;fs;c;,d, Jn iilr::,,:isr eveiy opfrm, th<: i:etlnn:ion in capital expenditure leud.s tu 
an irnpw.::t on one or rw)ni other fo:;;!nr:; Mi<t the likely dfod <m iotp<'.n'lting; expend:hm:e. 
pairnnage, revenue. liforydr ::;.,oMs, pb,rmi,1g approvd, tt>gt~th(•r ·whh pt,blk and operator 
per::;.,eptio.n have aho betn ~.:;:;essed, 

Althrn.igh the principal ut..:ject:ive of the. <Jl.',1 <:rptim:i$atwn ('.X('.r:;;ise <:'.o-r,i.::erns the rdnin'.ttSJtion d 
<::apital expewJilure, other :;ugge:,tions to inq::,nrvt ,:.>pernting ('.;,::penditure and reve:me W('.f<'. 
Ji~r-:J~~e.d~ 

8,3,3 Con<;luslons oi Go~.:t Optin1lsi~Hon Exercis~i 
The t'.<.J?>t npfr.ni.fr,,nk;n ,}x~T('.i:;1; i;hn:ncnged :m,my of tht ('.m:teM design /lS:S.ti:mptinn1,:, 1nrt:irnhrly 
with re.~pect w equiprnein pmvided ,rt trMn si<ips. It :is ti::1titn<'1ted tha;, nt bt~t, £l. 'l rr, may be 
;:;,ivd on crpitil expenditm:e f<:}r Li,w One if Jl the ::.:uggtsted d:rntiges :ire lrnpkmented, 
fk,\s:ever, lhi;:; repr<'.~ent::. u rehtivdy sni;1U prQpo.:rtkm of the (werntl ra:pital <:O&t <if Line Orie 
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i:"::.:b,b,.,,,,:,;:-·,, ·-r,-;,"·.::, u.,-,,:, ,::.>,-,,,,. 
S,-;-,p,:.,:i,·,·:: b,:,, :' ::<;=::-:,,;. 

fkss thtm 5•';\-i:) and is i:o;-;~,h:lerd tn have ,t mi:ijnr impm;t nn d:rn Cmrncil m,:pirndons fr,r th<'. 
system. 

his c<.nisidered tkit tht~e; initfoJ s;H1Htf, will trnw a detdm<:ntn1 imp,Kt on th<: q,rnhty i)f *;ervice, 
For exm:npk the p<ltenhd tXif.:! "i,rving"i foini ddetiun nf f;,top equiprmrnt i& pei:etived ao"·, having 
,m 1.:werwhdming itrifo<'.H<:e <m p,:,tr<)l'.1,,ge :ind re veirne thnwgh the ksM; nf the qw1Hty ekmenb <1f 
the s:<er\·ice, Thi;:;. irif:h;ieno: is :-;een ;;;:;;; bdng mNlit:m t!) high rkg:::ttive. JespitJ.:: the ad&timHi:l 
opcrnting: expenditure s;:ivin,g::; that may he ga:im::'.d. 

Mi:my of the suggestkm:-; nmy <th\ 11n1x1ct on the a:biht:y to ga:in phinrfrng: ;;ippi<:\',-,al ,ind these 
optiwi&: ,:nay hzv<: to bt rnkd <.Wt (Jn th<'.se g:ttltJnth aln,1e, 

"L\e Sp.e-dfiedCupitaJ Cnsls itlr1:..idy refl(.'.~t coni:proinist'. on a rnngt~ z)f pm:0ntkfr opth)Dii, h h; foh 
that p.ubhc pen;eption of the 1mm syl"tem imd the '.liewsdthe foture <..'lpcrntor '·Nill ;1hnbe 
tt<lven,dy affected by many d the sugge:-,tirm:=; iwising frwn tht' ,;,ub:s<'.(f1er1t (>ptirni&at:i,:sn ex:erd&t'\ 
,Although the impact of the drnnges are diffinllt w qim:ntify, a p<.Klf frrntg:('. <?i: tht trirm ::;yt,rem it, 
certainly one 1,vhich tk ,m<l thdr advi~nrs would nnt wish to pror:m:ik, Therefore at rhi,:; ::;tag:c 
m:me ofihe C<)St cuuing optinrn; have, lxx:n facwre<.l into the analy&1s ~1is thty a,\~ cletm{~d 
unfavorable when i:onc;kkrfrig fa('. f,V<'.rnll <:ibject:i'.li% nf (he prr~j<-~Ct 
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9 Financia! Model Assumptions 

9, 1 Surnmary of Assurnptbns !n Financial !\/10<:lei 
The fina:n;:;iul model:~ have btt:n devek,p:'.d by Grnnz Thonwm in roajnncti<in with 
repre-s('.ntatiw-s of tiC' ,incl th~ Coundl trirnsp,1rt ttrnn :in. ,::>rd,;:r h'.! i:krnonstrate th<'. :p,Jknti,J 
funding strnkg:le;; fol, Uiie One ;ind 'f';0wtogethet \Vith thdr fi:rnus,cbJ hnixicts. The moods 
bring togeth<:r the toM and n::vtrni<:: ar,:1ly:;;rs frn,n the tc;;hnk:d advisn,,s:, 

One of the m;iin nbjtdiv<::" when: dei;,igntng and building tht modid W<is to h'.Cp it a~ t1('.Xibk HS 

po~:~;ibk:, mxl ~i1hw the <;tp11radon of the operating tontnict ;i;nd the lnfm:;;trncture a-nd 
eqnipmenL<supply c<mtr,<id in !foe whh tk'~, <kciskm w pwcc::.>4 with tb<'. D?OF pri:l{;eSS, Fo:r 
thi<; rca<;tm the mu<kl h,i,s l.,'(;en desigmxi <m tv,<J kvds: 

L !\:rt lnfri"isttndrtr"<'. model lms bte,r divdq::ed to reflect th<ise elements of the <:;>ntn.ict, 
predomin~ttdy infrnstrndUfi'., vdikh:::-; lihxyde mi<l 1mii:ri:t:en,rn<:.1} costs, which nia-y be 
w,~ipped up i ntn th:e 1nfrnix.:< fzintrnct m:id Jeh \'er:e<l using ~t lk~ign, Build, Ftn,mce ,md 
M~ifnwin prU<:uremcm st0Jcturs;'.. 

• The first opti{m h: 11 :,.tand.::ird PF1/PPP hwd:ing pbn ()±' 9Wk ~;enior <leht, and 10<:=z; risk 
c,piuL The risk c,qit::ll rs hsectd int(, the prnje;:t 11::,; a:pprnximatdy Y%, whurdimitcd &ht, 
and l ':t onhrnuy ;-;hn.re ,:;apltat Thfa .mmld ,i.:;.~aHTX~S that the ox.;t1:1 of the pRtject am fonded 
by prn_\~;:i loan~ whkh .::ir<:: n~pa:id during th;; 30 y<::1:,r enntrnct pcrk-;;:L Th<: iDta1 cu"H 
:1:,:.;;;x::iate<l wiih the contrnz:t ar<: n~fkcttci in an an:mrnl l.lntmry Charge, for the a.vs1.lfahi1ity 1:mtl 
maintenance dthe :,y~,tem which \VUuld he met by the pubfa ~:ector over the contrnz:t 

• A second npbon hM b,~en :n1{)ddfod tn ret10c·t t:: Parth1l F:Ff t'hnd:bg ~trncnire, wh0reby <'l 
specif.k dements are treated as upfront Ci:IMS ,<ind exclnckd from the PH. the:reby reducing 
th<t Mmid U niNity Cfoirgt, v1ymcnt reqnin:J by the SPC 

• The third prhcip;J option b1K been m develop ,i rmb!k sector model whii:h uses 141-l':ri:tnt 
z:-apitaJ grant to finance ihe cons.tmctii:m ,>fthe prcJ<'.Ct olwiat.1ng the Hi.:ed for any pdvatc 
:i<::d{)r :fonding, 

In both the Fun Pfl rnodei and the Parti<il .P.Fl rnodeL bans will repre~:ent no mor.;; than lJtl+ of 
th'. ~".onimercid funding requirernem <:wer the perhd .::;fthe contraz:t, and repaymenrn have been 
$niipkd to uptimi{:ie tbe cub flo'Nil v,,ithin the mu,kh,. --..vhiht mfoimfaing the l\Jnding <:.'.O~ts 

passd {}nhl the pudk: $('.t'.l:(ir. The bakn;;;e Di' c,nnmerd:al funJmg i ~ frnm privute ~etor equhy, 
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:::::~.~k;b:t~:\:f:: ··r::::Jt:·: t):··::::::: <>:·;:::;:- ·' .:::::,.::,,..-.:: r·rt;:::::::: :\;·:..;:~/';:' r·::: :;.::}":-{.:.::.;::: (:<:::-::;-:'.:'· '· "i. .. \.::.::.:::j::-::~ 
::k;j:,,,;,,{::·,t:{:'\' ·::::-;::;;::,.:: 

1- An {)pc:ratfoual mndd has been clevekiped k) ;;;it rm tnp of the h:tf.rn.<:1:i mndd and 
c,onsolidate r::H dem<::nt,; of t.he tram pr<)je,:t wgeth<::t- Thi,; im::orporntN; the Un:itnry 
Ch,,rge payment c11k:ti'bted in the frJrnco- mo<ld 11bow, >.>,:it:h the UfYirating cash fan:,,<;; 

(z:n;;;L:'; mid :revenue!>) <)f the pmject 11~, itl~nlificd by tl=m te£:hnkal umniH11nt:,. The 
npernting ekmenb are !>eparn:k frt,m the lnfraz;,;;: to :n.'.l'kct tk\ dechimi to foHnw tk, 
0POF pnx:.ur('.l:f(eTlt mi.ite, Thi1> crrnsdidati(in rw::dd dzX'.K rnn ,@mn,e fh;n e:urmuJ 
fonding is a:vaibbb !D ~:upport the npe:rnting(.'.t>rltrnz:t, rather it utili:,e::; lht: nd 
:mrpluddefidt nf !he i>fKf;.:itin:g <:ontHict w offset the Unirnry Charge caktd,H<:d ~ibove: to 
gi\"t", the net pd>li<'. sN:rnr fonding: req;tirem<::nt nv~t the Hfo of the pr<)ject. 

fU2 f-Aodel lntlows s:nd Outflows 
The ,;;ons:olhlated modd i,;; ·i%tietit.i~illy iJ <:tu;h fl<::,w· repre~t:rdM1on of the info)\'.<-'~. ;,:iwJ <)Utffos,vs 
m;~;onutetl with mnning Line One. 

9,2..1 !nHOV.'$ 
The main cash infinwi; to the m,Jdd-canbe S!..Hnmi.u,L~ed H;;:folbw,,: 

• tram revenue 5t.rt:arni; (fr.1.rnbox irn:::mne)~ 
• c,:,mme:n.:hl bmrn,ving;, in fhe .Full P:F1 und I\irtiai PH m<.ldeb {repnyHhk !hwt,gh the 

Unitary Charge); i.tn<l 

• PubJ.k: "ez:tur fonding in the form of Unitary Charge ;intlior-c.::iph:,:il rni1e~tz>1,r ekiw,~nts. 

02 ,2 Outflovvs 
The main cm;h outfinw;; nJ the model <:.tm be ~im:u:nari~.eJ ~lH fofhnvs 

• eapitalci'.li-,tS nf procnrir::g the tram line imd equlp;w~nt; 
• Ifecyde mi1inH~nn,n.c<: ,x,Ms: 
• qx:i:atinnal cr:<?,ts representing th~ day w ifay mrm:ing cix,ts of the tram; untl 
• rlebt ?,ervicin,g and rnp;i:_ymem: 

Public sentor h.mctlng 
The S.E n:.m imlirnted thefr '.Wiliingne~;;; to pnwi<le fom:llng :,uppmt w a@i~:t in the dd:ivt:ry of frl:e 
filinhurgh tr.am i\yi-Jem. ·ofalogu:e h undtrwuy on the strm:ture, either up fmnt <:upitu1 ~m;ti; nr 
overtime tn wpport the zm-gt}ing co:=st~; of the tram, inclm'iing debt <;ervking through puyment 
nf foe Unitary Charge, Thfa analy~;i:=; will alm requite m exaroi@ the rL:k trnn:;,:for tenenrn of ettch 
nptiun. 

9,2A Assumptbns s.t.'lthln the model 
'L\e fbibwing are the key m,"umptizm~; th,it have been rn;j.(le wfthin the finandu1 model. The:;;e 
1:i<swmpih:ms hu\--e been ~·focus::;ed with tk ,md the apprnpriate ex:pen mhis(,rn. 

9.2:.5 Inflation 
Capital eost,;: in<lex11tion {}ll c;i:p:itd e>:pttlditure is MSUir:t<r h:\ be RP!+ L251L This is fr<<ive 
the a5,;;umetl RP! figure of 2.5% to reikd th<:: ct,n:cnt mai:ket cnir<litions within fcdinbnrgh, and 
als,'.l the '<vidt:r irnpa,;;t of the hwy ant construction irn.histry, 

Fa:rdmx .Rl:vt:uu~: H1robt:x indexat!nr1 is a::;:mined to h~ 2.5%,, .At tlw ttti'H".iH Miii,st of 
devefop:men:t there is no fare<; -pdhcy ri,greed with ;1 Jx:itetiifal (}f)t\t;)ii)r; this win e:t:,ifrgi'. froni the 
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DP(JF prm.:ess and discnssion with the Cnurdl: lt i;;; therefore deemed appmpriate that the :fa.re 
revern1e will h,:iV<: an :htfationary fatt£'l. of RPI, in the absence of definitive guidance, 

Lift>eyck Col'efa:: fodexi1tion on lffocyCk expenditwv is ;):%Hmtcl to b,:; 2SH,. This is the s,une mi 

the RFf figure. 

9.2.6 Private S,.::ctur F\mding Assumptions 
WHhln the FnH PF1 and Partbl PFI n-in,kh there are a .w,nber of a:-;sumptiorn; made regarding 
tJ,e fonding arr,i:ngemenrn. 'foe:,:;e ,,re n:wde on th:;: b,1:s.is of th<: ni.,Hk<:t ci:mchdons at present and 
have been benchmarked agaimt slmllar pr<uects. 

9.2. 7 interest 
The interest rnte on (:o:m:metcial fonding l:> H::;sun1f.:d to be ,ff Ctirreut rnarh'.t raws. This rd'le<.'.tS « 
consi:'.rvitive e."tlm<'lt0 <if m<:dlww1ong tent, rntes gpiug kww.ird irnd iudud<'.S a risk premlurn 
;;1SS:i.)Clflted \Vith the nature of the pr~ject The imereH rate on ~ash Jepotits is assumed w be at 
current mad-.:,;t mt,;.~, 

9.2.8 Subordinated Debt 
This j::, a tbrm of tax efficient risk c:iphal and ·wmi1d be provl.d<d by the private se1."'.tor spons<irs 
of the _pr<0<:l:t an<l!or third pany inter<-sts. The lntctest 2cu<1 <:.ipltil pym<.:nts w<:,urd he p11.id, if 
thert' is l:ash ffV<tibble once the :stn1or- ikbt repaymem obHgatioris have been met. The rntc is 
ha:;rd on curn:.~nt irm:tket pri:rnmet<:rs. The i::Jpital H'.p,iymems are Hmited to the lower nf the 
proporti(ln of fa~nior lo,rn repaid in tht prkir L2 mcmfos fl:' tht Ci:iSh available, 

92.9 Equity 
'lb:; eqnity wmtld: be prov1ded by the :,:;ponrnrs d' d1e pmjec:t ~nu.lh.)r third party in-vestnrs, The 
equity injection JI:prc~tnt,; l':1 of the t,Jti1l fondingre-guirement. This is pure equiw, however 
the rern:m on the equity ha;:, been cnmbined with that {?i' the sub-debt w .:l{;bt'.Yt'. a bkrnfod rnte 

for the r:itk capital portion at currem market levels, ·n,e return on the eq1.1ity is: in the fnnn d 
dividends, 1,>,.:hi<.:h will not be p;;;.icl until th<:- 1nfmci:l has posid,e rn;.;erves. 

9.2.1 o Tlming Assun,ptions 
Adud constrnction i:; :i<Ch::.dlilecl w cr;ffm1ence inJuJ.y 2006, although it is a;;wmed there WtJu!d 
he inhbl expcndinrrt in the period prim to thut <late relating tu, utlfay diver~kms, des.ign Jee:o 
and land ptmch,tse;:,. 

9.3 Taxation tn,%.itrnent in linaneial rno,Jds 
A s:implistk ;JSSmripti<m t.m. COt°f)iJrate tm::fith:m is that taxation should he regarded as ne11trai at 
this st,lge of th:;: devdopment of the pro}ecr, This h based on tb<.: r-0sition that .any taxation 
paymem:s. emtrging frmn th<: projed w:dJ be rtcoupd by Centrnl (fovemment and isre therei'<we 
ncutnil to the pthhc pirse. Be{;,mse of the ser1,1ratkm between :HM T:rea,;ury ai:1d the SE,, this 

ne.utrnJ ,;ash fi<:ow a:%:unrpt1rni. is imperfed,, but u;:; expla.inC',d belo\'<-\ there are g.~,nd g;((H:tnds t\w an 
asirnmpt.ion that taxation will in filtt he n<:g.ligihk :if the projt:ct is Mnictu:red p:mpedy, No 
attempt is planned to achieve any fin&nci<'ll advantage beyond neutrality by elaborate planning or 
gue:,tionnbk corporate eonstructiorn,, T11e exception to the neutrality a~immpfam is paymH 
taxe:,, ,.vhic.h are a~;wmed to he a net cost to I.he pwject, nntwith;::tanding that they are received 
fof!y by Centrnf tk,ve:r.nment 
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9 ,3, 1 OveraU tax structtiro 
11ie Coi;m-dJ is not a UJ>:cabJe i:Htity ·· ~K<:oi:dingly any net i:r:ux}nle it re,:eives from tr~u:n or0uu:tl<mf 
and tdilted iict~v:hy will nni. f,tfi:er ~oq:ior;i:ti<H) rnx .. Si:mdr::dy any &xlncdb.k <::xpend:lture will 
,genenite :rm tax bend'it 

A corporate $Hbskliary owned by the Coundl v.:ill prii11<t :fsKie be uxabk, ii.!thr.m,gh potentially 
~ur<lect t<) the benefit of ,group relief i:f-prt>pedy t,Jructured, The tax grmtp ,vtmld not :include the 
C'rnmdl n~; a."'l entity. 

9.3.2 Gran! fw'Kl~d model 
This modd involvef 1,ubli,;: ~cdi:w proctirenttnt w-ith rw PF1 strtictwt:, The SE grant of£375rn 
is ,isai!ubk'. for dr;;;:Wds)wn during cont;trnctknt A brge prn1xiition of the capit<'li .c(ist shon1d he 
qutllit}'ing expern:liwre frH" Cap-it;1l Allo' ... ':ances p,x-po,.;es. 

Since the operating :,;i_:irphlB imd other income will ;;;it with the Ox:ridl,. iti& iWttax.abk. 'foe 
frfe.cyde ('.UStf:i will need to be rndby the CnundJ sinn~ ibey are oV<:'.'.f m:id above the avaHahk: 
grant, .m<l there win be n<:;- tax bel'.le-fii from tht~:;;e, lf the constrndion is ilsi:; caiTied <)tit by the 
O::,uw:il, the net CfJ1:it will not ge:ne:rnte <my tax be:nefiL The gr.int wotikl 1',or be tax.abk rncornt. 
Thi:,; mode1 is ther<'.fore t;i.x neutrnl. 

9,3.3 Partlal PFl 
1f the capital ('.ost (rnainJy fo<:ussed on utilily wnrk mid fond ncqui:sition) :is p;irily n1t)t tip fo:;<nt hy 
the. gHmt, so kmg as the gnint f<.,r this eKpcndin,tc h :rt:cexv,~d by the C0tmdl, the g;rnnt income 
and the c;;ipitd {'.O$l ,,vilJ be wx neutnil. ff the ,vtirk is done by a sulmid:lHy, th<'. grnnt ·wrn n('.ed to 

be defined ad Hrnt'tured uppr•Jpri,itdy ki aw)id being tuxed a;-; incom<'., sint:e w do ~iJ would 
result in ,l &Hible tux-<:h,if_g('., bNt, to th: {\Jtmd1 ,md to tb<'. PFl SPC 

An SPC :is ~et up in normal PFI form, This recj:ives a stream of a~<aifabfoty payment,; fmm the 
SE I the Cournj) whk:h ,ire taxable income tri the SPC. The 1:iystem c<:mstrnt:ted by d1e SP\/ i:;; 
;,:m:iorti:;;fd <:rVer 30 yearn, The SPC will tequire suffide:rn income tn pi:ty debt interest, H'.p~iy 
('.tt_pfr.il C(ist ~ti1d ~th.Ci prov/J('. a re 1:;:sni tn th: equity. The fimrndal modd reflect;-; a pre -tax rnRmi 

;1:-Z ;;;Ifh OtHi:1ow ,H}d aC('.OtdingJy the ttix tkH"ge ~m the <'.q:uity return i:<Z a<:emnnwd,nd, 

9.3-4 Leasing arrangement. 

A betta hafam:e of risk :md rew.ard could liw<'llve a !ea~ing Mrangc:ment. which h<'lS ti::i date bctn 
examined only at a prdlmbiiry kvd, A ka$irtg: ,1rrangcment {:stabHshtd with ;:; k,tse finan('.e 
company ('LeaseCo'') cmdd involve the LeaseCl) con"'tn1di:ng, fondhtg ai:1d o·wning: the sy:.;tem, 
ka;;ed tz, the Council (or cJnother 0peratli1g entity} L<:aseCo W;)lild g<H the benefit of tht frtll 
extent of front·end Capiwl Atiowances. The "fea:,e payment~; wm be tax;1bk in the himd$ of 
l,e;;rseCo and wiil require to be suffiz:iem to reptiy capiml co1,t, fond debt scrvke and provide a 
p:ri:ifit tn1rgin kt tbe. knsing 0omp,m y, 

Tht lease payment:;; wmild effectively spreid the c,.tpiwl co::st ,Jver 30 ye,1rs in t,i:m.lbr cm;h finw 
form kl t1ie Pfl m<:.:-<lel und the payments wouk! require to be gn;inrntez:d by the SE nr tb,>. 
CounciL They wnulJ hw;1ever be ~ribJect tn sy:,tem iivn:ifabiHty. Both sy*tern maintenance an,i 
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lifoiiyi:'.k tn~;.,s {;,in bt; n)lk<l intn the k,tsc pn:,vi,fng forthcr rif;.k tum;:;:fo:r and ca;-;:h tfos,v ptofik 
swbility, The rnargh rtt:i,rn f<:qtiJd by th<: kn;:;:i,i,g b)tL~'l\ whi<:h -~'Oti1d :hnve equ:ity 
i::brni.dt~ri~;ti:ti;, >..-vdl depend i;r: fo"~ extent of ti,;k i:rnns:fcr ,,nd wi.!1 be subJtd to negotiatkm: and 
Z;{)mpetitiv~;; testing. 

Thi~ modd bits th('.. pcsh;ntl,iJ to <K'lr:tWi:, :\<trong ri~k trnr;::;fer and p:n:n·ide a ca,;h flow benefit to 
tht pn>}ed. Thh will requirt '::;,oth detiiikd nwddhng and in,.,deplh xnarkct testing to e~tabfish the 
nd b:.nefib inv<:.llvt,(L In :\<trmm~;.ry hO'w,;vcr, there ~~<m1d <m1y he n<:t ar.h:;·mtage and the 
~-N;umptimi of tux rn::utra11ty ilc.'.mdm '-';i%::l, ,B-gtiably <\>nser-v,1tlve, 

The tax k.ne.fit arising may be substamid hn l'rns not been :rd1er:ted in the finanda1 model:; at 
th\, ~J;;1,gz, ,:-f the HnrJy~;h:, 

9.3.5 VAT 
fo an of the :ibove, it h rtt::~rn:rnbk to a:,!;U:1,,:: tbt \' AT neutrnlity ::.:m1 be m:chieved, <:v<:n tr the 
wpplkr~ of uipiti.l t:quiprnent such a!; trnm -ve.hidt:=s are f<}reign e,nitk~. 

The~e H:-;:-nintptions lm,<'e be.en Vi1:lii.b1ecl by t.les financial advisors, Grun! Thornton, for the 
purpst'.~ ,:-.,f thls .PnlimiMfj' Firnm:::id c::::~;e., 
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----~---------~----------------.... 

10 Financial Model Output 

1 O, 1 lntroductl<>n 
Thir section dr,r1~/,, together the infhnna6nn c.or'i\;frned in the- previmis ;,;e(timn, <>f this 
Prd:iminary Finard~d Ca::sL The scctkm HtHiscs the informatkm provided by the Line One 
tedwk,i:l iidVrsix::1 on rcwnues, capit:1l exp~nditure, opernting cwm; ,md life::;y;:;k ,xJMs in 
add.it.ii:in tn i-:tfX:rntbg coM analysi~; perfonne<l by 'frm1stlev, Thei;e m-e based rm (he. t;<,rc 
assumptions ag.wecl bet'vVei~n He und the Line One tt':1:.bnkal advfrrn·;:. us :;;u:n:i:tnitrrsed h1 i~e<:t:ion 9, 

The modds h:i•\~ bezm :fovtk,pd w rdkct the (:.oridni;i{ms- ;;rf the PrtKurfnt,:nt Group ;3.nd the 
prnpmk~ sepnrnt:ion of the <)pernting i.mcl inJrnMri.J~tur('.- ekmenb of the <:or,triict. 

1t ls ;,i,%u1ned th;,it cenal-n co~b will he irn:umA i:n th<.': perind priDr w the :.;t.urt of onnstn:i<.:tion, 
The <)pcrritkim, Mt~ it,,xkikd to br:gin rn Dix:ernb~r '.WO) w:ith .a 30--yettr npern.tirn:iaJ phti;e, 

Then:~ )1;,1v<'.- betn u;::) :;;iguin,:ani diang(.S w the pmjt(l nnmbe:rn since tht: prcparatinn of the 
Deremlx.:r 20(\3 ver::;inn uf the Prnfrmhrnry firnm::.:i:tl Ca:;;e with th,; exceptkrn of the :thlbwing: 

., reductmn in the m'ernH Optimfam Hws percemage from 3t% w 25'}b a~ a result offo:rther 
rnidgmkm nf risk; 

• m,rrginal Jtnendmem t<i. i'.lfK':rattng ct,sts; !<, :n;i'le,:t thc in:put ofTransd<:v: ;1nd 

• ,miended s_plh <if np.fn:mt ,md deferred ,:;:i_pirn! C(}Sts in tlK hybti<i modd, 

'10.2 Fundrnt klud<1t 
Th<'. model has lx.en nm t<) demonHrntt iht inrplk,nions of three fonding opth::1n;,:: 

• f\JH l-'1'1: Reflects a D<.:.~sign, Build, .Fi:nant;e mi<l \-:faintab czmtrnrt flx the i:nfra~truduro <'.lnd 
equipwerH ~u:pply ,,vith lOWt onm.me.rd:ll fondir,g rnpdd by the public 'W(wr fhmugh u 
rng;dat Unltary Charge at1J dw ~;t'parnk _pr•;;,i·11n?-"ment of the Operating t(mtcact unde,the 
DPOF tin><::;.-;~~"'; 

• .Partia'l PH: R<:Htds a -~llnlbr m,ne tn that <Mhricd abnv{\ hnwever aii ekn1e,H d the. 
fonding r<:qnir<::mtnl is i-net by -pi.:iblk i=;t~di:w grnnt<m the b,1si,s i£ i:rlikstorK'.S whkh reduces 
the c.r.uYiim:rd,d hf>rn:,wing H'.(l,:1iteH'.itmt, The b,ifatK'.e <>f the fonding is: rep.:tid, a:, i:d:iove., by 

way of a rnJnh1r lJniMry Chnrgt whkh h tlb<;- m;ufred to (:tYfer the fofr,K<> l:ifocyde 
n:wirw-:s'mnt:<". ('.Oitt, Th;;: opua6ng ((lHlra::,:t t~ ,tmx:ured :,eparntdy forlowing the UPOF ronte 
_-:;,; ,ibove~ and 

• Up~Fn'.ltH Gfiit1t funding: .A:-;surne~ th'. puHfa: s~ctm fond the capital crx,ts '<Vith grn:nt 
Htpp;>rt It, this ,;,ctnario no rnmrrie,dil fonding is utih~z.:d, 

TRS00000049 .... 0096 



• Unlutry ChHrge • Rdate:, tn the annual/regular p;:iymems p1d to fond the tnfraco wb('..re 
applicable; 

• Life.:yde Cot&,· planned maintenD-nee and reforhishrnent eosr:s, t() be mi::t by the fofraco; 
• Revenue· th<.:: ai:munl income frnrn the pn>)ect in th(~ form nf fon>s; 
• ()perating (;o::;t~; • the clay w d;1y rwming cost$ {>f the tram $.jst,~m.; 
• PubJk Sectur Grant Funding. • rdatet; to capital or Ut,xyrk expenditure that is fond<'.d by 

puhlk ~ector grnnt. Sen1e nf r.hi::; rniiy ht ei:whlhg W(,rks; and 
• Toted • roprn;.ent; the net z:ashffowSc from the model rm a real (April 2003) basis 

The dctalkd finand,tl rn<idds d<:$.Cribed 1n this Hi<::timi have uiili:sf.d !he fo11 fxtent of the 
identified kvd <if Opdmlsm Bi.a,:; for this pmjtct. This has bc1:.n di..,nc to dcmj)!t-,trntc a "w .. xst 
ca;:;<:." s<:en,ifi<,. A.s noted e.itrlkr tie's risk pnx:ditrcs, together .. vith th~ DPOF appn}tidi, have 
been developNi to mitig~:;ti:· Cnt' impact of this .. 

Futl PF! 

This model assume;;; that the infrn;:;trn=:.:turn is foJly fonded with ~f1mmer<::ial frtiml<:.e wi!h the 
cx(:epho:n of t<.~rtnin enabHng \jmrh whid1 iii'<: delivered thmugh Public Sxtor Gr.ant Funding. 
Thf Jnfr:,1co is p"jd through a regular Un:itary Cbwge <wer the kngfo of the c.<.mara<.:t. which 
:m~ets both Hs fud:ing oh!.ig;at:ions and annual .:::os%, 

l. the NPV of the <:.tshfin-v<:s i)f the mndcl ir,cbdi,1,g: payment Qf a Unitary Ch,trg<:.\ :<y:,tern 
Qpernfrng :;i;irpfos <ind public sCi.:tor grant fondi:ng fr..:r enabHng works i;,; £360 rniilion; 
and 

2. the Unhary Cb.rrge in otsh terms in the firnt fl.ill ywr ofq,erntion, ending 31 March 
?CH l wm.ild bC', £38,5 m:illfon. 

Partial P .Fl 

This optkrn J.%t<rne$. thM tht <:,,pit,,J fo.nding reqllirernent is :m.d. by .Public Sectnr Grnnt Fundfog 
\>/th rht hibncr. from ,;nrnm<'.rcfa1 fundb:g. The- fofrnci:i i~; paid th,uugh the milestone$ and the 
Unit!ffy Charge, 

L 

2, 

the NFV o:f the cai-lh±kiw~ df the mode°! ini.:-:hi<ling payment of a Unitary Charge, system 
opcrnthig ~nrphl:.:; .and public .:;edor grant fonding for en:.ibiing work is £304 rn:il!itH1; 

th<:: U11har-y Ch,irge wt1i1ld be mdu,.:-:d ill tfo:,; model as the utHisatinn of pubfo.: sector 
hrnding th:n.mgh mlk.:;tone p;1yments tG th<'. fofrne<) rnduces the commerdai fonding 
reqi::.frerndlt The lJn1t;1ry Charge in cnsh ternis fo the first foJl year of ,Jperntion, end:ing 
31 March 2011 wouid l)J~ £22-1 n1irnon~ and 

Publk SixWr gr,e.nt fonding <f £ UO miHkm fonts th<: mikstone piiyments made Dp· 
Front tn the fnfra:.::o for z:-o:nstru:.::tion :wd ln::;t;iHation i)f the system together wi-th hrnd 
arquisirkm and inir:id ,koi,gn C<1<:,is, 
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i:::.~.~::::-~::~}i .. :: f ·~ i·> · r ~· ::::·:··::·:. ·~. :::··:;.~'=:· ·:::-::.: .. ::··::· -. :·:\·::::.>,:~;. ~-=··::--:·=~=:?:=: ~:·: ::::-=:.: ::} ·:/ f= \:·: :=:=: ·:.:: ::: .. ::~: -: ...... : ::.:::·~ :: ·· ::._~ ::·.-:- -:.,: :.=::·=: 

f~~:?p~::-:~~-r~t}::::r ::?{.:{?·:; 

ThL~ cpth'.m <'lssurn~~ thti.t .Public Stct(ll' Gi:;:int hi:nding i,s av<'libhk to pay for the infrastnicture 
?ls his im;taHeci, therefore commercial fonding h not :required, and hence there i;;; no Unitary 
Charge. The 11focyde ig therefore not in,;.'.luded ,vithin u 1.foitary Charge but funded us and vihen 
ix i~; performed, either through an operating ,:;nrpfo:-,, or additicmaJ Public Sectrn: Gr.ant Funding if 
nece~;~;ary, lt sh,mld he noted that theBe figure;; do 1:w1t include any aHo,vimi::e for <lifforential risk 
clhx:a.tion for the risk, retained by the public ;;ector under thii; nptlon. This w1 n follow detuile.J 
iIDlliy::dS of the infr.astrm.:ture prfx:memi~nt wntra<'.t. 

L the NPV of the rnsht1ows ofthe modd ind11.Jiri,g fonding of cont:tn.rctiOn and lifocyde 
cost,:;, system <?pernting ,,urplm; and puhhc sector grnnt fonding ii; £2~)6milhm; 

1. no Unh;1ry Chnrge i:: P<>Y<'lbk in thfa mrjdd: a~; n.n fonding it-: by 'Nay of Public Sector 
(Jrnnt 

i0.3 NPV Anafysi~, 

fo i:1rckr ti) pwgnss ,1 discussion with the S.E on the optirml fonding ;;trategy, the r~su1rn of the 
rn0del. ixmst l,'('. ~~;rmined m1d corisidt~rahon givl~n to potential risk trnn:-,for benefit:,, The ta.hie 
below ilhstrntes tlK total Public Sedor hrrn:Ung reqHfretncm titter faking into conskfa:::rntion ,1H 
{'.t)sts and inc{}me for eadi o-f the three ontlin<'.d o-ptinns. The NP\<' cnkulatio:ns ha:<:e all beer, 
tuken bud. 10 u b.i;,;;e date Di' April 2003, Thi;:; nr:t,ilysii; gives a (On1:p;i:tiscn <)f th<: i:dafrv<'.: cost of 
the three scheme:, by dii<r:l.Kmting the ~~.1i;hlfows. Thii; represe:nh a i::oi;t in prel',e:nt &iy v~d:ue$ for 
(Cmpm"::idvt purposes but is nnt th;:: ?ldi:wl i.:(lSt iJf ;h;:: sche:rne, Ni:i 1Kcounth;1s been t<'lkrn, <'lt 
this st:ige, of any analy<;:i$. of the impactd' different rbk n:llocntions acro:::s the options, The 
pub1k: proctH'tm<:nt roHte implies that Kignificant risks U'.lH!<l he rntair1ed by tic/the Councfl and 
this. wm have an irnpr::-cl. on the NPV anafys:is. Thh analy:-,is .vm be undertaker, ,i:-, pan of the of 
the <lcvdopme:nt of the fofrnco u1ntrncL At th,,t point.a cletaik<l risk m1mix for Line On~ wfrh 
aHocahon and pridng of ii1&v1durrl ri~Js will be completed ;mcl fodon:J inw the:r,1odefa to 

fadlhnte a VFM n:%e:-,:-,ment Such 1rn as1;essment i6 ltkdy to produce ,1 difh~r·~nt NPV result tn 
that :,hown behnv, 

NPV 
£'t)00 ....................................... -.................... «·-·-.. ·----··· 

Fdl PR 1 360,3J9 , , . . I 
l Hvbri<l 1 304295 
~ ...... )'";· ................................................... + ................... · ......... . 
l Uv··Fn:int Grnnt Fwidin~ i 236.536 j 

The Full Pfl mute ha:,: the highet-:t NPV of the three ,)ptions. Thi~ is becau~e it has. to fond the 
<'.ost of borrowing privi1te fonds and potentially also t.he tax burden of the l!1fraco. Tht~ main 
.advantage of thi;; option from a funding per;;pecfrve for tk SE h, that the payment, are mad::.':: 
<wer a perfod of time (30 year:, in this case). 1:k;re h1ndamenta1ly, there m;1y he signr±kant d~k 
tn.msfor and perfonmirn.:e benefits fwm ~:m:h a sdutrGn, 

The Partjal PF1 option i:-, simifar to the f\.:.H P"F1 opti<m except foat pait of th~~ oipH,1.l 
expenditure i, met hy Public Sc.ct<1r Grnnt Flmding, This is 11ttc1ctive h thtit it Jnwers tlK NPV, 
but does meim that the SE wiU have to t1nd ~;i,gi1Hkant hrnd!l to finBnce .:in dcn:1cnt of th<: initial 
capital expenditure 
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The :1br:sve Jrw:lysi~; indk;:it<:'.:c; tb.1t the Up--Pwnt Gnrnt fm<lrng uption alw z:ar:rie:; the hl"'vest 
NPV r:sf the ihrce qit:h:in;c; btit it :c;lwuki bi: nokd thHt rhi::; i::; before any anily::;i$ of the poknti u1 
costs of rh,k11 ih;H m,iy be rd,Iined 1.HKkr this opti<m. Thh h(r.vever as;;ume:,. thut fhe SE 1$ ahk 
m provkk !ht fond5 n:::c:p.iir<'.'.d for the <:Hpita1 i:q:::~nd1ture nver the prnpoi::ed three year 
<:onstnKth:sn p-rng;r,:imnx'.. 

1 OA Sensitivity tu,alysis 
Se-,i~hivities hzNe 'fy:i:.n rnn w.ithm the foi.=indaJ mfxkffoig <:xe-rdse-, designe<l t,; $imdate ,1 

mrmkr tlf the key ffr::a:nciul rish; ,qadir::g lnfhtiur:: ;:ind int<:te3!. rate:-:;, Th!t'.se ~.en~;itivitiN, ,ire ll<)t 

de$igrn:d ~1i:: a i::,1mpn~hi~nsiv:i; review d' ri.~;k a:=; it rebt:i:f'; 1() each lr::d:ivldud pn~fect, but rnth{!r to 
l('.~A thr uvrrnU rnbus,,10$::- Qf the Une One finun~,d ~trn<:ture. Ai> there i::; Mi.H wmt:: tirne before 
finani::id do::K'. l$ n\id,t<l <m ,rny fafra<:o <::<mtra<::t, fht: senc;;hivbe?:> in,hcate- how the modd i::nuld 
differ <h:.e tn drnngt$ in rri;;;fbn <:QTJditin,u. 

A cJiange in tbe lnti:.ri:.st rnte wiH <::,nJy a:ffi:tt tnfnico i.hrough its ttift of frmding, The riik of a 
dmr::ge in internsi rnts.~ w:iH k vdth f!Mthe CnundJ imtil th~ fafrncti enntrnct i~. let, At that f>Oim 
the fofrIK\> $.houkl fix lt~; intei:est nite t\w the chirntkm nf the fo,in term effectively hedging 
ag:ain:~t :my expo:<cW:<:~ ti:\ f,it:::re r,ot::. <:h:wgt$, 

The effect r,f H J<{: ;n~n~<ise- in interest i,;it.es r<'.sult:>: lJHm ittcr.e%e in <'.:Y::.r<'lll NPV of 8% in tlk 
Fu1l PFl nw<l:d an<l 5% in th<'. Hybrid n::mdd. ln the lJp.firom Grant fnndd m~,del the.re \viH 
be nz> cffcd <)r1 the NPV dm~ to interest rnte:-;: ,b there ts n<)O:>m,11>t:n::bl fonding, 

The 1:'.fl\x\ of lnfiaii<m is rw:;re <nmpkx ad afieds ,ill thrix' mi:,del& difforently, A l•)b chiinge :in 
the rntt.'. nf RPf ::.:b,mg.1:'.~ th<'. l\in ?fl >tPV by rirc,r t3%, the Hybrid by ci,-::J 6% 110d the Up­
front Gnint funded mndd l>y dn:'.a 2'i:. 

1 D ,5 Sources and Appllcatlons of Funding and AJfo,<.:lHbHlty 
The firrnndul me:<l.eLs clevefo:pe<l (t; support thiB .Preliminary Fi1wn<:ial Ca::-('. ('.0'!1tain n:~venue and 
t0'.4 input:=; bused or:: tie's k•.::hn.icttl udvi~;n:;::=; anulyf;i;,; <;<f tht:'. projez:t. The models ~h<i (:Ot!tair! 
as::;umptions regarding <::mn.merdal frinding parameters busd on current market ('.ondltlons, 

fa on:kr to kkmd'y tht< fonding requirnm(~nt;; nfLinc One ir:: the i.:ontext ,l-f the prnp'-i~:d 
E,fr:,l:m:r,gh Tr::im Nd\V{,tk lk SE :;;nppmt ha:=; h:i:tn iiJh:::ar!;.d by tk to th.ls Lrne based zm a 
p:mpo:nkm of it~. r:apirnl OJ,,.% ,:,,mp,,nid to U,k. '1\vn, The: l::ibk hefow utllhN, the NPV fmrn 
the 1Jp-.Fn:mt Grnnt h:indtd modd and ~:~~i:11 tb:~,e against the potentid fonding :;;.our::.:e:,, T.1'.e 
t.ibk b.;c; Jxtm ;c;et our on th~ bnfr:; of the t,qirnl cnsis kkntlfkd by the tedmka.l udvisorn 
indwling: thdr ide:ntffkd contingency hut e.xcb<ling rnlditfor::al Optimism Biu$. 
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Note: figur~$ ure ill\:istnitiw p;;:.,,tling Hmd infonrmttrm 
Ah figrn:e:; stifod at 2003 prices 

Add : C{mfaig<::'.nf y ~d dsed 
by ,xmsult~im~ 

Projt'd 
Cash Ffows 

Funding Cash 
Ffows 

3 },()50,000 

h shDiJld bt:- explained tkH the Mtrihtnfon <tf th:c: f;,hatt~d mnning s<.nion t<t,t~; :ind the 0-Hocar.fon 
nf foe grant award iSc iIHendd w rtfle,:t the fiKt th,,t two TrJm HHh ate btf,:ite ParHamrnt 
Taki~n un a stimd&l<:me "ba~h, the Spt'<.dkd C,rpiial 0:ist ,:dUm>()ne in hs tntirety of 
t24Jrr.dkrn in 2(~)3 ph<.:tS w,)uld l.:',e c.:1mpated ti> !ht fd1 g:rn.nt nf £375rni1lkm, it%nm:ing the SE 
•Vt:.re pl'epan:.'.d w adv,m~t, lb:. grant :rward fnr ,, ,:;ingklirn~(in this ,;iit;e Lfat One\ i'Nher tkm 
applittl io tht pK,pi>::.:t;d network nf L:in<.s One and Two. ln d<'.fming the t~~rrn::; of the 
i1,fomti:-u;:wre tenclet, h v;1i!J be ne('.t\t%ry to estabH;;;h th~ owrnH :;y::;r:crn cnnfig,1.n:\tion and the 
totd. fondir:1g nvnibhk, Thi::; wm h<: ln.::<Wpornted into ,he OB:C for the infrn~:tn.tcture contract 
;i;iuidpmi:'.Cl in mkl 200.5., 

tic belk"i:.s that the est,mate:; nvern1l reprri't:'.nt <i reac';onabki view tit pwmnt uf rhe sorn'<:es ,md 
appJicatkms 0.f funding for th<:. Line in :2H{n pri<:e~, Tk K<)tin:eK of addifam,d ftrmk del><:ribe<l in 
Section 7 wm be <lcpbyd to finan>.::e the requirernem idem:ifictl above in ,iddi don to the 
opernting c';Utµ:h% fa)m this Line, fa i.t~/;rging «l'kinkNlhy, l'Nt> .key ,msun:::ption!!, have been 
macle: 

• th«! there. \Viii h, no irii..lex,Jtion or fi;inher SE fonding than the £37 5n1 gram wfodi wtis 
com:lititlnaHy prupoi;ed by the SB in 1-fan::.h :2003: a:m1 

• that the ;:;y:.;tem mu;:;t have. .t rr.m;{mab1e exve<'.tstion .;,f making an operating rn~h flnw 
~u:rph,~ <Jver 1t-, hfo, ~ivdding Hit'. net:-<1 fnr fotun:. ~ubsi<ly frnm pub1k iett(ir ~mm,es .. 

At .thfa ScUige nJ the p,ttk::::t ':,; devekpmcnt, ::::rrt,Jin vadubks ;m~ Kubject to rcfinemt:'.nt and 
change, On the opt.rational and expenditure side the~;r im:lude: 

• capital C<):<;t ·~stimah.% - whith 'Will h0 clevdoped farther thrm.igh detaikd de:c;(gn work, advice 
fo;:,m 'tmnsdev and then marktHestd ihough the formal pmnirnment p.ro,:ess; and 

• patrmrnge ,m<l r~wm.ie proJed:ions - 'Nhkh wiJi evolve w optimi:;;e the ;:;y:c,tem performum:e 
'With input fmm Tr..msclev und mn;:;t tritici1lry frnm the e;:;tibfahmtnt <)f service fotegrntion 
plans. 
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gains, developer com:r:ibt,tin:1S <'ind n<klitin,rnl cn,ni:rit:n:ial incwne thtt Call he <lfrRm fmr.n fbe 
l:r:;1mK' opemti{irn,;, 

tie ha~ apprnised the1,e key issues and ai:~ess:ed the funding \vhkh ha~ i\~asotwhk: visibflity a:nd 
can bt:'. delivered f;;r fhe ;;chem=,:\ Thi~. h1is lx:~~n don<: for btd, of fo('. hx'fividti,11 HiK:<ii ;wJ for a 
nelW<Jrk of Lines One sind Two, In the oJ:1.text of l.hfa document, ,,vhkt h l'.lr('.parcd in suppi:irt 
of Line One, it iB Hct~ C{1ncJw;i{m that: 

,L tb~re is a r,;at,On;1bk b;1t:is for ti,kkg forward rhe pmcwtrne.nt nf Line One 0n a 
sta:ndnlune bi""i,\ t:1n th~ biisi:, of the hmcling which is rea,,,:mtthly vi:~;ibfo: 

b, when a nNwor.k d Un~~s On<'. .and Two: is M,Si;S:'i.<'.d, H bt<:.o:n:K~S m-ore d:iffku1t to ht foHy 
,xmfid<.~nt A,ont th:i'. ;i(kqrni<'.J tf :iv:iibble forn:ling at«3 ,KTi:ird:ingly thew is ii need for 
forther dd11ikd <t:vncl,rnhon of thC'. i,y~km s;:'.ope,, induding th<' b,1sis for exien<ling Um'. 
Twn ht:>yond th<: AJrpPrt in the initial P:hai('· l systewt<\>nstrm,'.tion: in these 
circ,1mtrnn<'.fS,, <; tk<':n:>r \'l::.''N d' dm e;;orn>mi,:· dt:vekipm;~J,l: assurn:pl:ii}n;;; in th<.'. 
Nt\w1x:k!gt t'ln:>::t woidd be vdu,:itik irn<l tht wi:1:k r('.qnif('.d t<;) dtvdi)p a rohtl:\.t buslnt:% 
cate frw th<'. r,fowhridg<: sh,1ttlr: f;hO\lk1 <:ontirwe:. ;1n<1 

<'. the pro('.Hn:mem of the :<;;ysteru i,Mt!ld b('. contfrm<'d ,i<:cording t;;1 th<'· p:ogrnmme 
tinit~tnbfo vdikh will {kli~·i:r nn npt:'.nidug system lu 2009, Tt,e i,-rncuremt~nt should be 
e.:x:e.,:uted nn a phased bt!lis which e:n,,UH'.~ th<.'. r<.m~!rm:timi uhvay!l rern;,1im, '-"'ithin 
fi.nvJing: ,vhich c~rn b<: regHn.lf:'.d as R'.H:m,i.ibly :.is:mre<l. 

his. ffkdy w prove. fimi:nddly mtrnz:tive tu ku~;e. the tram vehide~ ~rn<l proba!.31,y dernt~:r1b of the 
infnfr,tmcturt., 'Nhict vnH Jder the ;;~-;sh Flow Thi'., i:> ti c:o:m:pkx ma1\t.'.L rnduding trKation 

:idvamtges for both the prqject and its foian6ai pifftner$ und ha~ not been assez;z;ed in ddail at 
this point- 'D1e cuncnt frn;inci,,,J ,J!lprnisals do not invdve ka:,,ing optinns an:d in th:ii: regard ne 
have rnoddkcl the com:ervative rn,;e for the vehkk procurement 

Th<'. e.qimat('.i, supp<wring fr,(~ :%$.tssment d 11ftb1·dability rdkct the "g;nrnt-funded" z:ase 
whereby the i:::rnj;,xiry <rf pubfo; $.e;::wr fonding rs pn:ivi~fad dnrin,g eonstmctkm, This doe,; not 
;;;ptdf1{:,~Hy take ,wi::owu of the rqH.i,·ernttt w finarKe fr::i'. <:l)(<:ess capital cost above the grnnt 
support in J} SC('.itarin whi~re a network <ifLi,ie,; One nnd Two is tu be com:truc:ted, There urt a 
numlwr of v:irhhks to rnk<: ;K:<:xHrnt rd in ,%1th a <'.alc,1htkm - the extent and debt :,erviz:e co;;t of 
funding fo:r limd ,Kqui~;il.km and utdity diver~km; the vafae of km,tng arrangemenh; the tir.ning of 
cash in!fow;; fn:m, q:,erntk,m;; and more h1rd~1me11t1i.Hy whether a PFl. mode·i vmul<l he &i.ployed 
~. accurdingly, thi~, foiui.fft can m,ly :me,mingfoHy be a~;~,i~ssed when the pn..>:C:i:,e fonding mute is 
better developed, 'fob matter is rmder tviihution and wi.H he condude<l upon in the OHC 

The dtx:ume:nt dtK.'.« nnt ('.CHK'.!nde (m tht preft;rred funding ttn:it:ti::r~,,. btit !'ei.~Ommetids that thi:<ii 
be the :-.:d:d<.'.;;t of forth~~, dtuikd undysh with thi: SR t;;tidng f;~('.tunt of th{'. re<:.en!Jy puhfabtd 
H}.1 Tr{'.~ti;i)ry gnkfar,;::0 <m i:kph:iyn;eiw of .PFJ in n:iiijN ca:pifol pro}ed~. 

Jt \ViH ab:r ht ni:(:0.s$;)ry frtr !ht~ SE ;;;o<r the (\:,undl [;) ~igre<:. nn the fd;1Jlv;:- babrKe d fi:n~ndn1 
ri:;,k :ind imii:::n,{tit:ing, ln ,n,ni:mary, ih:;:; ,,:-;:-;umj'.HiJ,ns in th:;:; finardal models are: 
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• the SE win ht con:mtitbng to pi\iv1dc c.ithtr ,l $H:m up ti:i f375m in czp1rz1 fondi.ng <n: rt 
sti<'.~Utr<if a\'<lifabi1Hy Flfmt,.lt$, whkh wdl bi~ p;.'.i$$ed tiir<nigh th<'. Ornncil ti> rhe 
:infrastfu<:tuw <h)si(/: -part,ll:'.rs:: 

• farther diak)g:He will he rcqHi,\~rl on h1n<1ing th:: crtrly Hag<'. ;.:;aplr:a1e)(pcndit,tre above ifait 
suppi:wt<:d by the grnm drnwd,:swn if a ,h~t\vntk i:,; tn he c,'.m&tn:tcted; ar(d 

• the Cn.mdl .vm re\1u1re h:i un<l>~r~wrire the ::mntradwil p,,yment~, w the 01:;cr:itoL 111i& i& 
il},s1..1mecl tote fanstri.::ed oi.Jt of operationttl tram reve,nies, net <)f Gper~,trng: o)srn but 
,u:igrnented by other third pi:my ~rn:in;;es of incnme rdakd to the trnm \; Of.Nttii()l% such ::it, 

property gain~; awJ adverli;,ir::g irn:ome, 1n ad<litit>n, the Cmrncd will require 1Z) meet lifo:;y:;;k 
repknishm,~nt tapitd 0f;~ts mtt d' npcrnfamd revenues, 

Fun.her di~;cu,;~.km on these anang,e,nenfa \"i,dl t,ike phce betwt:en the Cm;;nd1 and the SE in the 
devdopmenld the OHC for the infrastrnic:turt, 
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