tie Limited
Line One Preliminary Financial Case - Update
September 2004

Pocument Siatus

This dovument hes besn propured 4 the request of the Private Bills Usitto provide the
- Cnmnities of MSPs considerning the Bl for Tram Line Owe with an updated position reltive tn
- the equivadent version subnutted in December 2003,

- This doownens should be roganded a¢ 3 working draft dovument as significunt aspecis of the
business cave are subect to continuing work and wilf be firther developed inthe Outline

. Business Uase anticipated in summmer 2005, This wil] be followed by & Formal Business Case in

2000 prioy o Brancial commutment, @l subject to the Bill receiving Royal Assent

Prepared by tie Limited and Grant Thornton on behalf of
the City of Edinburgh Council
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1 Executive Summary

1.3 indroduciinng

’f”*r: PUTRORC ¢ f this updatad version of e Prelistinary Fiounci Cige 15 o report i pmﬁr

. s made. singe the subraission o e Preliminary Plosscid Oase do Deovober 2 '5\
10 the development of aptions & procire zod fnance Line One of the propesed E*dmmrg%}
Tram Netwirk. This ducuinost iscorporaies #nd updates Sie ifornution in the Docander
2003 version. FPolure petions desoribed in this document reflect the newd 1o seh out g forvand
plan of acticn sl do not Inply ary presunption shost Pucliamont’s wishes,

tie iy progressing the technioad and Goaocial susdyads of Lines One, Two and Thres of the
woposed Bdinburgh Toun Network oo bebadf of the City of Bdinhuegh Councll (e Counaid),
1t shovald be muned that this is oot an application for fanding support from e Sosttish
Exscntive (S s thie stage. No contravtual somndioent 1o e construciion of the tum Bne
B vet been visde. Farther dic:x«'c:iOpmm: work i 30({211?013! 1o finalise she sechaiend sobstion dor
the Line and conseyaaly 1 wns which fiave heen factored into the
firanciad mode! contained within ﬁm Prolumimery Fismsxuai Case. A feral application for SE
funding suppon will be sobosited priny fo the Cunmencement of the tendering process for the
oy 1o install the infraseucture Tor the L in the Booend an Qutline Busioess Usse (G0B0
The present eatimate of e tmescale K Sis s sonumer 208

s

# should sdso be nuied that this dog meﬁ W iil’haﬂtki anadysis of the projet. The Reottish
Transport Appraisyd Ouidance 1STAL 2 s wmzmd vithin 3 soparate dovanent
propared by Mot MaeDumabd, This Prelu s beertintwaed by e work
sndertaken by Mos MucDonald i propaneg an apduted versiop of the STAG 2 docunent

Thix dournent Sa desories;

e need for o tram sysisn i Bdinborgh:

the hawis for the selected procorement spproacly

tie'8 prosastive aportach 10 Ganenurt s2rvite infeumation

the exionsive and rigerous projectrisk management prcedures i phace {indlading thige
mitivsting costoreend and

= the impact of alemative Gog

L AU B R

cial Strucinres

the hug adso asseased the Matonal Audit Offive (NACY report wto light v sehiornes and Audie
Sootiand’s r%cfzmiy reporied Dndings i reiation 10 Holvrond and belioves thy Tl
recomnmendations have been embedded i1 the procarament sl projedt s @«,m i appraeh
{0 e ruy projest
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The proposed
Travepors Simeey, couttibut 3%
BHPPT SOOBMINIC r}eva};@pm ot and sr;:;a? gzc«i oy ubdechives,

The profersd ooppdor dethe Yloop” prolesttal nwlades s comnacting Hoe botvesn b and
Gieanton crenting soiroular notwerk Mo with the Uy Usnlee, Prine
The propusal invloded signilicant sirset tung s Prinues St and Lot Walk rogetber
w18 2 ”f;m«,r z‘a;‘.izwa}s slignment hetween the Uity Contre and Granton, sod & e alizniment
® riverside section. The proposal is for a double trach amvay featinng exdensiveg

The Line wil] pass e o bus statinn adiacent ',.-‘mu s Soppare 35 well g6 s sumber of
othor patential dedelonimeid sues wihe nonbars e,

Sop e
ity Sentn,

§<>;zm(,

The overstl route lesigh
route with an Sverage an

5 Sk owith stops gt 22

sy of avourd Fe

B

eed duounh adntiiled medelll
s 204 rsinp e 1297 my

The desnd forthe fray Deey
forscast the panonige o he R4l vy

The rovemes ond e oy
Hanmas ;}w. gu m;i 'bf% :

comniiment.

Sumoery of Covts and Revepoes

Ling Ope (&1
219320000
2370
243500
Cpiotism Blas | 31,500,000

Total | Peb R RE

: i‘#@st:riyﬁtm '
S apiad Onsls

L ifervele Custs Total 34524636
| Dperating Costs : For Amnum | 6,287 008

. Revene : I 6,387,334
' SR T e

CAT prices gt U7 2008 andiscounted
The copital and Heeevele vosts guoted above, with the exospting of the Optimizn Biox are

derived from the §TAG 2 anabysis conducied by Most MacDonald, The treatimest of Unting
Bins i addrassed mossction 34,

& Stveet and Haymarken
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by the same as that iderafind in the Waterfrong
inary Business Cas subuntied in Sepreniher 2002,

The contiguration of the Line 18 cssoniigd

Freasibility Stody in 3001 and the T Prel

The benetits of the project agadnst the Planmng Ubjectives are st out in the STAGE docamant,

Line Cue will nprovs acoassibility W employiment, education, shopping and feisure uwzizz;zz%m}e:,

partivudarly for te sovially degrived, including those withow steess o s our. To the extent 1o
wi ich the scheme provdes changes in modad share, 8 will contribine 1o sustaanadie taesd snd
lons congestion {nae peblic wamport tips wpd losy cur tins). The cleowsie trams will

> exhagsi e

R385

The wam system vl provide @ safe and secure proans for irzm:i ay well ue asafk ocal
SOVIETURERL

The tram will provide social berefie o terms of vohanced Wity on streets and atcessibilin
1o mobiny-tmpxered wd deprived groups s the popaiation.

1.2 Risks

He hus sduptad arvigorous appreeh b bk manaroment T
package surrpuniing the devclopment of the prsiess
comprehiensive mitigation straregy. The risk docwrsentation is u;h;u:i el rw.ﬁa« Boued rovie
and updating m onder 1o nansee proactivedy the ideatified riska, This document setls out in
detail #t Soction § buw sk 18 eing manaeeds

A increeniad Dptimivrn B Boprnd 2% over and sbove the dofioed otingenoy e
ied by gle's vonsudtants, b bmz*eg ied 16 Duse copital vowis wnd 109 vk duranion
.’.M ’i‘mmwy methi : e frodiog options. The Uptimism Bas fuctors
von of the i’z eézm* sy Financial Caee i Decernber 2003 due o a
e g\g visdd The rovised fover Solor novw
e , wed 8 prolongation of U
3 ¢oim ;}«zu} tothe Dot case provided by the’s sechaienl sdvisars,
md 10 Hae by thelr iechunical sdvisus ave based on their detaled
sealyy Ot aing prigect vk He nperate ngorous ek
managernent provedoss, which have \import .i thy developirnt of the ot soope and oosts
Few iiz« purposes of the essessrent of the required Bavding the costs Jo notinclude e
Comian Bias elorment whinh o destgned v acoomdate more generad comtingent visk based
O T ReRct sprcitic faonws

sopstrasion pr.zzod
The conungency onets

.

1.3 Key Procwrament issuss

& deicion was ks ln orrly 20008 on vk st prounds o e parais the Operiior and
USRI o eTement protesiss. e hae z;p;zstzvraiw Fransdey undes the terme of the DPOF
Agrecmen, ,Ark s parinessing on the development of Sie vusiom which ovmaily
commeniced on 28 hune 2004 For reasons sduch are fully explained in this docament. the
current propossl 18 thal e ovstem procarement mode! sdepted will focus on wo Tnfnasingten
and Integrater Consorthum Option with separate bul interfaced provurements of the system
infrastroctors wd am vebicles, sltimately leuding to novation of the vehicle contrattinto a
sirgls consortam responsihle 2‘ or ol cloments of infrotrectre. This 15 x complex nste which
witl be subjest 1o further cvaluaton,
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Civen the fovel of sncern
this z;@mgﬁexizy and 5

Hesal this g
wotie s recnimend

3

o

o
syt bearing dn pund 2%}& ﬁe*«dop’zwm s‘i the Lma im;
shifity satiens. The prefered provurement opion

LY I»%;x.zaf Painiithe
sl oveeradl petoeosd and
b an appeeach as followa

nschaves of dewdled desion und wdvance wirks {principally
TR W arim
ol
OO ~><}1‘&*3!;$:

P - 3
the procuranen zsi z?xz* T "‘*2}153&\ j

of vavh phaser w
= - the e Infravirucinee coniracl pracurerment voope covenng the entine 0

Fhe maiv inbrastenctare combract procuroment soope will be strachesd o sequie

= o e, fved price B potentiully privately Gnunced, for Phase 1
s detuibed Breakdown of 33 vostinpuis 1o the bid 50 a8 10 provite ndivwive pading whish

would be used 1o boild up 2 fyed price Bid Sy aubsequent phoses oo an apen
bosk/pasinering basis in oo wit available :zmds' angd
= o i, fyed privs bid, potenuadly privasely Hnanced, for Fhse 2 and any subseguend phases,
The anprogch facilitves he option of relaining the seme infrissactere provdes through the
submeguent phasey on the basds of the inigal mtm‘uramam fsubicct o continging alfordahility
and VP whith : alae achisves a number of sther
ohiectives, noaiy:

susaves it aiRedehil
SECAISS B DTIBRTing ¢ f:m i L 23
then sa Mall or oy :

dere e r‘@cei vad {:-fa:
the terdered syster

izciow ihmg sw?han el

i
o
S
&

nricipatnd thar e Gnal procumoes i s

e wensfened foohe private setion & é iim TEVETIEG T3
S33 ted by the public sector parties 1o the conraciusl armangements, Tiws'f: oriteria
will ix o sfw(? &% YHDCUTEMST Bagen % provead,

18 Prograrmons Bisk

The projent tnoviable coutinges 10 beadroven towird an operut
the Cs)tmu..:: ¢ pobiished programme. The opramum risk sxinugen
expaditre priw o the date T Roval Assent v this Bill {anticipated ond Decenber 2005 and
thi5 16 ¢ oritical sty requiring further anadyels and detaind dix vwith e SE It
nreessary weadopt this form of planning eesnionin esler 4 define peonerly Ihe progrInImL,

nad svstern in 209 i tine
W appraen woald invobe
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st 1 s mod dndended o Baply any presumption about BavBioment’s winhes. In the ovent
it such expenditore & fcilitated, the visk of abortier Cost will e fully appraised belore spvm
e ném& s Cormitied 10 the eventihad vo, o only Hmited, such az;’smmmn may be fBnanesd
prior we Boyval Acient the implication for programms m-ta?i rﬂquﬂ 1 be evalnaed,

1.8 Bervine Injuygralion

3
Um\;u sty i the UK, tie has instigated a programme of svoivement of the

ram npwamz and bue compan
RSP OpLIRiGTS.

esand will develop i des vourse 3 vimidar dinlogse with other

¢ i3 Lothizn Buses ple (LB wengd by the
i of Bas services sy the Uy, with the badance
108 =‘0y Fi.f'<1 Gi?t:szsp This swaket sipctors offers an sxveptional dppiraamity 1o
:csmaw aymebinct Ahwavs 1o Bdl complivnee with congetition law. tie hag
 procesy 1o muximise tds epporterity for the bepeldt of sasbiuners,

The mpin bos opresice in the Bdi zzb&s‘z‘gh bus 'fsmz""'r

= - eethe pertod o Murch 2004, $e worked with the Comail aad LB v desinn e frameworh for
sohteving sasineble integration of LB services with those of e traey

w - the mocess of selecting e tany soerator Tad o specHic requimment that dewpiniag
operators Yemonsirute the they wonld be able w delbver effective e gration. Trapndey

ave now atoenied thiv obligation

e - Tramadey buve noted and aureed with the objeutives and direction of the franceark
developed with the Comnol and LI devailed diglozue i vow endsrwuy,

e 3 holding conpany vhollv-owned by the Counvsd - Trarspont Edinburgh Lamited {TEL -
fias been dncorporated to ovsrsee wnd dnve progresn

® ainbventure Hnanviad Pamevork apaalving T
balaroed Pnencial incentives Jor the madn inleatation parnies: and

e - adrait action pluy governing the nextstages of Ge inegration disheee b urged fiy
commencement in Sentember 2004 including uffective Intepration with oty operatuns.

Fho Qe of Faiz Trading hes been notified of the propoasd spprosch

1.8 Basuis of Finangial Moded

& s considoved that the opthnue poncirsrneet sod fuoding st will involve b
stubdishivent OF & SCPUale Pivae SCUIDE O \m,d u;f T by romstont and maintsinhe

infrasracnwe and enpipment dafracnd, with pasther private sevtie srilty oting a5 Dperaor.

Fog piamzmv poTpOses, the pradsct b iz,s fave 4 3 verr opovntionsl e pot

sonsimction, hoveover, the sauipmneat i Mm,}parc'é o have 4 *’L\idnd e beyosd this pariod the
s..'aé.zz{: cf which witl e sefieored in e witind nod subseguent Infraco conliants,
e will Somtimie By work witli i pudilic sector stakebodders and private seCiy parioes o desie

the oot proconanent snd funding approach for the infrastructine sad cquipwment during
the perind owhinh Baliamon considers the Privee Bill and subeonuently, i Roval Asseat s
wivon, theoush o conntusion of contractind nepotianions, The proposads emboding i thig

Prefiminury Plasocisl Case ropresent the camvent best extigwie of the sutvome o that process,

Tae firanciyd podlections Bave been developed with cxtonsive foput B sxperionced sdvizors

s priTnage stebibiny and rowth ae el o delivere of wider sosinl

sdey wnd L8 will bedeveloped 10 prvvide
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o8 Dne and Two have Bean
arhed arains vihy
Ot Bias the oy
i( g e r"faix the samie we thuse b

e 1 mmz:x' e mv« cums R*
wﬁic%;: wauiti Catan Z?y:m s vraqss s c%;**znzsz,f' 1

L

a?vmmd umis 370 now busedd On e COA eIy
Agreemont, and wpersede thase ¢

inpdy, the fosacial projections and cak assesamenis are 88 Sl based a5 B possiblo at
this stuge io the procusment provess.

s asseesing offordaliling, bvo key assumnptions have bres made:

i that there will be wo indexation or further 88 funding thun the £375m grunt which was
3 opased By the SE 18 March 267 and
% dhut the svstem past fave 3 resenable sxpetintion of madiny wn aperting cah fow

surpdus over ws dils, 2eciding theny

Atthis sage ofthe v
change. O the s

m{zmw; s and adid

i

5 -fs;:»eraiizms,

tie iaa% appraied REY

e deinernd wrﬁm, ¢ s : gl e and
nevwork of Lises One angd ? was do the cogiexiof ?3 43 de»zz e :Z, PG suppit
of Ling Une, i 9x Be's conclusion thot

3 thare 3 8 reas Liw Onesva

e prociienedt
rasnnzbly vist

fhines (e a

*3(: Tovo i3 nsvessed, 1 becomes more diflioud o be fully
4 the adeqiacy abvle Tomding and woony ;wi*' there s @ need for

. & evaluabor sysem woope, icluding the basivforenending Lbe
Ts,vrsimrz}m% the Adrport o the disial Phase | svelom comstrantion, mw these
ciroiominnees, a clearer view s eoonome Sevelupment assumptions in the
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i3

Newbridge sren would by valuable sod the ok roguiced 1o dovsdop s odust busines
case for the estonsion & Newhridee should conings a

& the peocurereont i the sverem shoald be coatinved soverding o B prognunme
tioetable which will doliver an opecatiog syston i 2008 The proagensest should e

exoouiod o0 2 phassd busts which oosies the consteastion ohways 1oienins withln
funding sduch can be wegirded 43 musonably sssured.

The mededs iihstrate dues nptions for considerstion by the Counctl end 8E a6 ways in whith o
fund Ling Une. Thew impmtvan be iiizaszatf;aif:d by way of 3 Net Presont Yabo snivas which i
setout in Sectinn 10 The grissipad reason B the differenugl betwern the WPV o 3s dviven by

e timing of the cashBows o the respeciive mcdels.

o

nding route wosld offer S lowest NPV, bagt as roote does regoue
fe frov pubie Dunds during the vonstruntion yeniod, 20888

s Un-Front Gram o
significunt resourees webe #y
o

s o Full PPl sodution ;'chasims greator cash bt sproadds the burden over the sostaet peried
and subject to wndynis would probably offer o better risk ranster soluticn 1o the pubiic
2R urd

# g Farval PRV option van be pant Torwand 1o balance the gvadable publc seoi
funding support with the consequent imphications By the NPV, Risk srancfer undec the
Hybrid should be broadly similar to et achioved under 3 Poli PPL

A; A zi‘ sis bue beon undertaben of a %m'f‘ve“ of sources of funding for the peojest, essontially
ceassisas Buve alko been held with
p{}i‘s-:mia% i.mi s regading ?3‘32‘ ;3 v e for the m!z&e.?f*z‘ww 284 et
comrsch which would boatcepiabde. A coranercinl Bading sodutnm iz A aus
squity angd commurerd debt funding through 2 FEUPPE svle coptract f‘\ ?o:\m% sofution oy
more effectve bat gus will largely be Jepeadonm oo rates poriaining 8t the tiie of Bnandisic ia 58
and wil] be o decising for e infrastrocre and sguipment provider

The format and tming of peblic seolor funding sns aader
considerntion. T ds Bikely o prove Bnansially atractive to lease ai}y fradn wsl"-"df:s et possibiy
slernonts of the infrastrocies, shich witl defer the vush Sow. This o compley matly,
including tivation advantazes for both the project snd its Brancial partners and bus not bean
sssessed n desadl st this puint. The current Hnoanclal sppraisals do sut involve leasing options
sesdin this repard the have modelind the constovative onse for the velicle procurement,

T et m,ﬂea :,um

RS

seasmment of sffedability refleot the “erantdunded” cuen
fding is ;nmetcie;i during copstnuction. Thizdovs not

il <‘ %‘ ia‘é ¢ 3 s the uqi.m ment i Hoscce the oxveas capitel vost shove b gomt
suzm WL AR B SCnanio whcr,, a patwerk of Lings On“- snd Twods i be construcied {heoarea
smber of varishies 8o ke scomunt of 1 such & caltudation ~ the sxtent and delt service oost of
funding Tor land scquisition and wility diversion: the vadue of lewsing arrangements; the timing of
Cash indlows from operations and mere Bandamentally whether 8 P8 mode] woald be deploved
~ gegordingly, this fravre con only meamnglully be avizssed when the precise funding roste s
better doveloped. This matter i ander evaluation and will be concladed vpon in the QBT

=5
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Tois dususpent does pol thereforr sarelide o the profuen
woommendds that Sis beth ;
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v the SR willhoon
streas of pvatiab

gadl

ting 10 ;w;'rmdg sither g sum 13;,
: ek will |

* mrz 2f d Z&;gur‘ Wi %2*4: ?i,“;{ib»u o m»*%
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1 require 1o underwrity
assumed 1o be financed ow of opey
suzmented by other Yurd pany souress o
property zaims and adverising § {
replenishment capual costs out of

2

cratar Thisis

228

LI rtional e,

Farther discussion on thess wrrangsments 2l sake ploce between the Counoiand e S8

Tabing Lise One do o

funding contnbutiog 1© prgeEs O Howw v, e ds ;;zou Wi
Cie and Two and 33 8 s mmc the wenitelie SF funding b 1 be sllocaied Bonwn

< capitd o for sach Hne,
ding the fmpact of Qpif iF

s¢ the %x:mzms s.vzfz,szvs*«; i
v formal fun(‘éi;zg suppart wil
16 16 10 e sutisfied.
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2 Introduction and Background

’»‘" i‘rzv%:Ot;éfuc%it;‘«n

5 piler day ffs'%pi:z'xerz-i' fu<ht i‘fﬁfﬁti formm for o pamber of
i describad 1o this se vhide the underlving sattonde G

2.2  Desonption of He/Clly of Edinburgh Councll Belationship _
The Coupaibesublbhed fle a0y wholly-owned company with the role of mroiect prcigernent
and impdemestation. He was et up in 2007 witdh i ownosdf ond v mwionity of private seci
Borrd nmmbers and the vemit 10 dovedop the Integruied Transport {nigative T8 ad o ke
foreard the development of tie tdaes i}’u;ﬁi e projectss The Councdd retans the trmaspont
strategy fenction and once apreed prects move 1o e detsiied developmcnt and prcurainsnt
stuze, e fakes responsibidity oo Greses e wnd the Uounci bave w0t np & Badson Stettiee
disvus and WOMGT TIOSIeR O Ioleas.

2.3 Gulline of Pravvious Work
Line Ooe was orighnatly sroposed by Waterfront Edinborgh Limited (WEL @ 2 rapdd triasport

vt 1o Hok the Waterfrons devefopment ares with the Oy Centre. WEL, wgether with 4
number of ther 35‘36”5.1':«1vd ;}M tien oty pablic und private sectory, commissinned & rasihihty
stady W assess the vighility of B posjeer. Aseam led by iixe Andersen Infrastracting group
{which subseguently a:mn-«;‘smd 0 Grasg Thornton), Mot MacDonadd ad Sieer Duvies Gleave
underionk this commiasion.

The rem for tha et WS 0 comsider the feusibility oof & apld teansport profeat inking e
Waterfvon developioent site in Mok Bdinborgh sod the Uty Cenre with o viow t submditting
& id oy Poopaestion Pool stpgen froonthe 5B Poblie Trampon Fund, Followisg decussions
with Farth Poas ple, the somit sxpanded to congider the feasihilny of g North Edinbargh Lovg,
WEL forond 2 Secdng Group which included repoosentatives of Scotiish Poterprise Bdinbursh

and Lotidans (SHEL ), Felford College, Sooitish CGue local businesses and the Counctl o overses
progress of the sindy, The report entified thal, having regard o STAG | uppraisad oriieria, 2
feasible project existed which et the objectives of the Stiwenng Groap snd the Loval Erzms;_mrl’
Stratepw. The repoeridestified the costs dovelved o ko such a project Heoush e STAG D
appwaisal process,

& runber of soasie opthas vore o o the delivery of annption profest.
becane appurent tot the bestfi rosts sliroment shuabd stilise Se Boroer railvway conidn
varming from Crows Todl o Rosehum, This offered sepregaied ronning for o sipnificont dement
of She prodvel andd avoided many of the "pinch pons” which esistin the Nowd ?dmh;u i srza.
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v s

Fhiree Qptions were conpiderad:

x

= an abunment from iifz‘:{zmis«z, u(}iiafﬂ throasnh the Wideriron! sste ang then via e disued

0 %v:'

o leith vigbeth Walksndon o 'Di, aeh Tg:wm.} 1%3::3 (eienv z%zf oy
Square.

t,(g,, o ,vz;a?,s}a O‘g}&z;,&m B {Si} dcd Bxu wi -zﬁhr Rail vehivie. Bwm

:%:f ft ‘m§ \md“ 1320.3 f;m ded Ba

frium the ;\mﬁwmm pr BOBSS 3

b

v
pnjse i, A { m::ie;i Ei;% ol for {3’;%3«
3 izmm‘d {;i»n et of the mane. Forthe smsjoady of 80 e img}%‘: s&;d}z an {3;;1;@23 wm&iﬁi
effoctively be no differant 1o the standued hus servicss operating in the Oy, The Steering
Uroup folt thay this sption, whilst worthy of examination in terme of the patmzza&zi" :1:*‘-:3‘ a:cs-’;
spdications, did oo g with either its ohjeatives nuw thuse of 8

Lol Transpodd Stralegy. H? n2 <

optien for the Loop mude only e 3me
revomumendation of 1he yupant 3§2af sucha
captal sost

Por the light rodl soducon, patronage and cost analvss roied owt the Havowketonly link, The e
Andrews Square opting did onver Ite nperaling costs from revenue, wihell murginally, However,
the mot attractbve optiog froon 2 Hosscied 208 cost honetl poopoctive Wi the Loop projeet

'mpzaz\*fz: crite ".
Sevtegy. The 3:‘ 4

Z:’Ggﬁfﬁk. st etk forthe G v ALl 4':.;3.' Ra ?‘{33&33 kaﬁif’iiﬁlfé
sy the Ls:wga also 5o :aased msitive \,zxiiuz%muzz %r 2 The DOnS UGG DERESE.

az{trszx:ii g a;ﬁ i
i *sz“m il plement of 1'},39': 38
supvt in Avgust of Bl vear ‘m ":avi Wrde w%{;;* L e Gnc was gmmﬁé é:}- he Sout
Fxecutive and B was gives the pule of wking the projett forwasd
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T orincipal bonefis of 2frasn svviem sverother modes were seen 4

= oeeeater Duracity than bases - op 1o 300 passeneers por vehicle,

= poeeaer offect on persuading poople 1o s poblic fanspurt - sevearch from the Crovdon
Trambink mdicaed 2 Tmoda] shift ol 8%

& yeligbility wod speed;

® g weeater bupefit to te eavitosmen s of eovbsons uad o
grewer sccesabainy for mobility i peoplie.

2.4 Desoription of Project Devsiopmernt

Lasnnt Thoroion were appoinied in Uctober 2002 {oadvive anthe Pl
Yor Lines Une and T and roflect the lndest murke! infimnatinn wvailable 1 the techaised
advisons. A sumber of workstreams have bevn undertaken o develup e Prebiminury Fioanuial
Lase.

ioary Finsncal Cuaes

=

Cirant Thomiog wers appointed by e with the Tollowing remin

{1y s%ew%np & vt ?z'e%?m*‘nsm: “iegm‘iﬁi Case in respeet of Tram Lines One

{23 develop and support Siefte Coancil o the Porlinmentey Sebanission ol dw
Private Bills for the vwn Uram projeatss and

3y suppen the Counedd duning the Parlismeniany Tngeicy.

The purpse of this apdetsd Piclimionry Fieonoe! Uase 18 o oxaming the following

1 the risks inherent in S prodect amd 1o idengify with The how b mitigaie these
risky
e 10 identify o means by which o procuse the propa whach nffers the sptioum

assllion and mitigue the Tisks and prifalls of other proversment exercises;

{3 the costs and rovenue projenions for the Line as prepared by tie’s technval
boisors within the fivascial model foc the prideen and

14} o conmder the vptimad fonding simtars based oo the analvss conlucred
above.

A key clemen! by Deen b wark with e, Transdey and the wechnical advisars fur both Lanes
Ur«* sad Two b snstre tobuiness of rovenne and Covs worivs the twe Hacs, The oddecive bere

seer 1o gnsnre tha gl wlovand rovenusy «ug‘s* @ i'ipc:':="i?i§*i<>' cosis are nchuded and thas

586, Th od within the Hnsocial models
il Lase how ’a\,uz b3 ‘m‘ sted 1o erosschecking by tie,

Changss in coste since te arigiont convept sudiss were
mavonenis by the seohniesd

and a yaticowde cxinhlished 6
dering the develop cof Bave hoon flly analysed sod

racied on 4
Prelim
ig ¢ meii the
cefiped havvg ,
fous. Sumndarie o
decarmnind,

&
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s the :';m;’ecit Theresoures
jort Bas prosress
: g ek ik ion dﬁi} uima&
ixa ] \mwvw nisk ?212332»&*'81’?3’:&1 pIOLRss &y

'v@,{.{

slomg jis dovn :;,;Mmi”“' !

siraieyies have beon suzmeniad
ot o dedicaed Bisk Mansger, T
SE.around the meindatony with widn
suidenve. An ugreed Dush
TIPS, g ﬁ“se %’rvi ;
By,

Gy ifi:zsi‘.v
mﬁ n ‘iiw
S halov

wiance has bee
2. Sius vadl bo kot under e
anvry W trealinent e oo

undsy '5&'”!“:: in Loy Snction vﬁ' ¥
PPaimenhin UK. Tsn wmtls &
was regarded us i.;‘”?f‘;’f'}\iiv et s
achivey the chiectiy Cthe Gt and the §E g mvelved ¢
whivh have angen g b > PrIETEeT ¢
pezrti#:ﬁ:i;zriv g rink gasess d e e
kev oriteriz werespreed for the st metwiskoand & :zazmiwr Gf ppcuransn o
agaimst these vriteria. The vettooe of s analysss 3t Gt in Revtion 6 helow,

sof tie DLA Mol
sopenenesd on nun
s mrosurement muskels wh
% 309l

Foltowing un from the work of the Broturanent Group an anidens was nnder ‘%x'm’; ni e
potential funding opnons by Grunt Thornton. Bis moognised that 4 pow
privity souries of funding may be reguired 1o deliver the project
wmldm od qre sot out in Section 7 below, Sections 8 1o 1 reflect zi* Uurreai \id‘ ax of z%“m
manoid evadaation

2.5  Surormry od tie Advisors coies sinwd lunsiinns and Working Groups
Inonder (o develop the $TAG 2 analvsis sod the Preliminwry Financial Cuse e has sstablished
its own foternal projoct mansstment fo wad wo advisory wroup working un a sumber of key

clorsents of the profect The sdvisory team i a3 follows

Techoicsd und Eovironmental "\fisfi’f M ad}or A4, sipporicd by Bubde, Sieer
o Hanosby & Assosiaws,
Terra Quest ond Mol .can
Finsnoiad Grant Thomicn

DOperator Advice

Arunsport Modelling MY A and DEC
fagal L*L A, Bircham Dyvson Bell and Dundas &

Procirere and PR

PR & Conumgicaiions Weber Shandwink
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Lt

sie Bas wlso oatabiished o sumnber of coondingtnd growps bomaee the process of development
of the Tram Lines. :

Reposestasives of tie and sedova sdvissms st on these grssups ard they repur monthly,
uitimately 10 tie Hie Boued and the Counedl, The ioﬁ swing snb-groups hve been ety

heds

¢ Envirgnment and Design - To snsure 2 Cconunon approsch 1 the oversd enviroamental
sppraisal and o provdde o Tonens 1o resobve fndividead oritical envisonmental bsues

s Health & Saefely - To ensure that ol eeluted aspects of sufely s oveondinated betwecn fia,
the Councl] and the techaiond advisony

s Plapning - 1o ensure 3 tonsistent approsch 1o planning and urhun design fssues snd
entify and address the polioy context and all muaredlal considorutions fur the Edinbarsh
Fram s Bl comsul i Adthority. To ddemtify sad sddiess the

Hution with the Pla
unphicatinns of e T roul o Prhvde propeny inlsresis;

+ - Provarepent - 70 susure the development of 3 procurernent sratesy which snables e
Trany Lines o sohteve roval assent and be provurad in the shonest posnbie Gme, with the

wnnimn risk Wesnseessiul operstion:

# - Public Relations & Communications - Tovosum a conststent approsch i the
management of gl F8 and Commuonications;
Risk - To enasure slignment of, snd 8 condivienl approsch 1o, the management of ek
Third Party Consultation - 1o ensure 2 consistent upprouch and where necessigy
develupment of 4o appeupniaie strategy for dending with thicd purty interests, whigt
buree & sipnificant bapast o thy ‘ir’m; i,mm

*  Traffie Monagement & Strevtscape - 1o ensure 3 consistent spproach to taffic and
43 gz,zsuz,ye iesues, mcluding f\ﬁ}ers ;*z'z'rz:ir‘r :§< v iﬁ 1%‘ ;M ot M%}%:-r di:‘-?z‘.‘?t’;li’fif“iif‘ﬁ {t:- ¢

X

da

*  Transport, Modelfing and Agyraéﬁzﬁf ~ Yo ensure 2 common pproach 1o anspont
modeliing and appoisal based oo existing information. 16 onsure 3 common and pragiics
entstion of the apdating and enhencsment of rwlevan maffic modeds.

siratogy and ioplenie
2.8 Swrrunary

’i‘he dovalopment of the Prelivunary Pinancisd Case reffects the considerable work done over 3
oumberof yoarsro define the profear |t idcmt*;m the fssues and nsks which have sffvcted the
detbverabiliny of sther bt val] prvdeets in e UK und ways inowhich these can be mitigated
the delivery of this profect. This bus beun achicved through 2 cobesive teas approach which
Bua fedd to an inmovaive protremes Mracture which tie and i advison beliees wall s
the delbary of the projest,

=

Fhe seotms witkeh fodloow sttt the socer evolution of Boy aress - Risk Managerment
Praourement Strateyy and Pending Options. The convluding sections set st the vurrent shytus
inancial evaluation

&0
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3 The Need for Tram

301 Yramin Bdinbugh

%14 The Needfor Tram
At svatorn 15 seen s eanontinl for S\oﬁmzsj % C m;uz fn* mian
deveiopment and vontinusd rovab ol g3l
arowing peflic czmgeﬁwn 3 ,iiazds; 3

%

Creusons. Bowillenabls new

58

Fnseens ii‘e éewei

we support the f,"xi Ca goonomy ;trz\i f’:t"i;‘ " rxpdmﬁ fumer W muh is o only good ii‘ff
Fadinbured, but for the region and the vountry, Traon provwdes 2 hugh quality, igh capacity,

freguent, relisle and fass public ransport systen that has envirsm benelits ovey
wuditional public manspor mudes. Combine these facts with its poss 1;"“ ir;.a:g,a 2ty iiw mb} e
and thiv adds up 10 the fraim Baving the abilivs 1o be ap atractive al

and 1o be up eifectve guahty peblic wamspor ses tach vun facilingde s y"sr{;wz%z in
Edinbreh and the wider region. Pl U8 & na'iezifw‘ifyu;r;.% s fevet of politionl
sappont duse the funding canp for such al want 1o
schisvecy gep Changs in raved bebavipur t
et and thus sawe; z-‘%w »:sb-’e 43y
st proesde 3 viep

312 The Modern Tram Bysiem
A fwemy-first Century s bears dntle resemblince
nrovides the smblence ;mti comton M’ am

wrat Victonen sdecedent. Tod

odern well-desivred in with the g S0 TEn on
read wowell us ot romd, menedies inclinde thedr cupsoiny writy, pelinhibing
by, m;ﬂiv.wminﬁ au.esuﬁ* iy unwell un envivorunenin! benefits A medon b sstem
s desinred foop the uteet 3o be vesthetivally plesaimg, ball i, giving a acmms
z;zman 102 Uity and 5 posttive imuge of mu‘c%zs Zrmm,«m Ahis tiﬁsrfrz COPTEPL T
St trewadl cloment w onngethe fram B folly imtegrated into the wban faboe by neluding
¢ pubihic sealn wirks ws pavt oftke P r; sof the transpart yysiem,

BYRA T

Frve new tram vestoms hove been bl in the UK in the lust twelbve vears; v—:;i*z gvern mmore £ rapid

developments s France and the USA. Transways offer g relatively fast and refighd

providing the comfort of o high qualiny mo&s‘rn zr"«s&pis*t systony Bot with gl

than iy zm ‘Trams can regotiaie sharper curves nod stevpre oradients and con acncien

ser, They canorun on fully segmgated slignunens Uneludisg foones caibiay }1 withe
efium af merads. dp conventional streets and i pedestdanived woss I paved s tb 8% Al

i st Thashowith te roud sinfws, ohminsting poteial sovarsnte probloms vwe ool o created by
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Py

oS

the physicsd barviors introduoed with

some allernative anspart options such as guided bus,
Theass act to couse sevenince by stopping pesple crosaing the route nad honse rodues hoesl
soceasibility and amenity in accessing failities and servicss on opposits sides of the rowe,
Tramoways roguive 8 Bk along the whole od the rowie snd sl bt s wory Bow anstons oo
civetrified using s sinple overhuad wive o supply tciion cusrsnt o the arn. This s i
he tramm oresles no pollution w the point ofuse und vosse lovels e dow, the motune b
virtpally silent.

e trum has e abifiey o oy darge numben of proople through s vebicle capatity combined
with fhe freguency of sorvive provided. This lesds toa tarn apand go” ability with vrem that
dues nottend 10 exisl vt frain and at e same tme provides o bigher quality service, und the
prrception of u gher i*ii?*-‘ii.{}." ssrvice, than et of 2 readidionnl bus. Thus a far grester Hoxibillly

and quatipy s offered 1o e tuvedling public,

3.1.3 History of Tram in Edinburgh
Bdinburel operated 3 wam syt in e surly
2able var netwank opcr&,c‘d This e operuted b
trachs; that pulied dhe volnvle from v comrad pot

1 of the 2% contary. Prive o this howsvsr g
touble nunniag along e contee o the T
Ti i3 calide sar mporation %\'c e the hasis

s

oy
1.

for Bitnborph s cundy baw ‘y.,si;s::z’;z @y elpoinie trestion wis added b he oviingl ropveory and the
vable cor vobicles wdelled 1o hocome trammies.

The ras wysiean started opernting in Edinbargh oa 21 Jom “his netwirk comprised 28
routes covening 47.25 miles acvoss S Uy, B conmecied the Cly vontre wih Ooion; Leithy
£forsturphing Uomely Bank Senbogse: Sktelond; Crdintes: Fandichead; Liboron: Ponobelins
Jopps and Mussetburgh, The tam network across the Uiy therefore vwag s e “T%é(:
mereination i achisved aneant the x'zpicnré‘zzﬁ up of e sobubas ammas of ?éi;‘buwh making them
din ity soveasihie from the contre ag well g other @reus of the Clte. The vonw were wizf}i’iu unit
doubdedeck cars und were sevviend by sy o of the Ciy'e 3 o dz,;es ts, of ’#«3?2"32 Lwh Wik
st with e ability T scommmndae 146 cae I’Ew frams

from December 1952 10 November 1956,

S
XL

5

This origingd tram syatem Uperated at g time when travel habits and needs were fuslainentally
4 ! sority of those wavelling on the saely s systers woudd
10 4 Car, their trips would be primaniy iay-&} impes wmd fhe ain
mip patiern was of shiwt distance, frequenily mude jourseys. Por instinte, the cuiture of the
1.92{\; :z*zﬁ ’>{}v< was oue whars & worker would often roavel husos at funchiime for the middwy
i so work i the aftersvssn. The rectirements and shisctives of this carly
wits different faue the requieemenss and objsciives tor 1his propoadd for fum

; E%k i.aae ci E fzmﬁiz ng raqmmd el ms’*usmise it
ot :,°: m:k o i'r‘-vvestmszm 1150 syt over Ui & s poriod was compannded by the facr that
thesysiem seelt bud never been insaalled w s draed new By Boviag been rez:zudeii :d frsnn
cuble car, meining malor vestiment was reeded. Further (o this, over the operating perod of
Wi when the netvaork remained siutic. © ,f&"“;i}f"%} imxi mmw cong zdﬁmbé v w*&r} Vg
the iler-war penod as «sié 3 3 2 esid
mewds of the Oy s nopalntion é:;i'ks:c{i:wci"y BSHONLE izzzzi zwé t ref:izzfv aguin m}aié uam
atwuiicany investment moeipanding e networks AT these faotors were apparent at 2 B when
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3 imyately §n§ w tha acrsppmz ei ii“a: fray

way for ‘“d?

314 The Need for Tram Mow
Edinburgh corrently hue 5 haiving econom « with sulficien izumsi" s ﬁk Ay net sudfer
S revent putionsl vosnomic drwatam. 1t ia tis success which snsures conting vl and

with it the domand o intensify devs :
and the Wawrd

i}; centre e sout hpst ucdaz asid ziz:: wiest of

'oh’s perenniad peobleo of Bow 1 scoimrandare wrowil and
woen greenhelt and the son. There tre thise optiona uof hm" CAlRr 10
B3 intensificntion of development withis the Uity with eonphusis on brownlield fand;
s o encmach o e grecnhellae

mereeses 18 Badhe and o
sationy.

COTEInY
hasinee

i auh ok
lopaents. Truw
iy by an

Traw wn iself wever, will ot oparats Boredace conpestion s
further development by proventing the far;%svr gro:wﬁizz I vonResi
sooar as 2 result of pewoor inlen <
much of the development expansion prx;p@wd ity i iw pmmii»d $A
sonseguence Of soonvimic grovid hemng stifled apd » m Stute plan o
| wof landiase p ;
W E&mmmz and tray engbh

v oalowe an imereend demand for fraved This
G maiw more mps and S gend for longer tnpe. Bn 1855884 Sooiy
ﬁrcve On Averase abmzt :S miles a day per head, in 2000 they drove abont 10 miles. AL the same
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time mose people ae npting 1o drive for even relatively dhort wips ~ 32% of people sdio
compuste less thin § ke to wink travel by car or van. These tends ultimasely resull in more
wraffie on e road nerwark sl incicasing conpestion In built-up areas. This Bt s reinforsed
by socdelling wirk corried out for the Coonodl through te. This modelling shewoed that muftic
tevels would ingrease by 38% between 200 and 2001 and perbape more significanty,
Conpest orernst W nearly ripde by 2021

Folfowing o sigraficany decline in

b \%’33’3” oW reve

ST
o

on {s'%ssmkt‘.fsf o
sinen 1BUE09 The eositien in Bdisburab is oven maue
U7 DRARETRELTS
carried in 199% 1 99 million in 2003 represonting an nvrease of fust over 20% 10 5 yeurs. The
prodesuon for 2084 530 ee over 18 million pussenpers varried (100 midBon foreoast,. Whils
these Hpures wreencouruging, when viewed 1o the vontext of BEdivburgh's vising desosnd ke
traosport, mech meoains o b Sone o redics the wrowth in o trand i andd dssosiaied
sosoestion, Moreover, even goud ausdity by servives e Edinbursb i bave & pwr secord of

soting wotwials out of thelr cors. Forecasts of tram patronags I8 just over 7 mithion in year

opening (200G and nearty doubling i just under 14 million pessengers in the 20 yeur e

Rorizon ‘f 238’

PR

Scotiand in 20203, ap alvost
epcouraging than te navonal picture. Patronage opn LI hus srown from 82498

1oo3

Fosr past of i rowe, s will be in divees competition with a number of existing bus woutes.
The STAG spp for tram ooasiderad this and predicied the impact Live One s kely
have an oxdstiog hes services. This work conchuded that most bspact will be seperionced o
foith Walk where 27 servives wil be vemoved, o further 7 services would be removed from
Crewe Romd pod 3 fon Invodeith Roud. The 81AG app Cwenesr, soes on 10 tunchds
that 4 e frd wotion in %}“f; pmaamer capasity on these services will he broadly oftsnt by the

3 o, for instancs, un Loith Walk e reducton of 1530 pussengsy
sy 000 per o provided by the rum

oY)

shility 10 artrant passengays frum fheir privige
E: chrag the pffeetivencas of Hphtradl on
s spizz, .,«.izf.mw ﬁzai on avEraEs i* %l the new passengers foomerly wavelled by oo
Within this w o ised th

that there can be sigeifionnt varfances on (s sverage, 'mr
edd Supestyam Tound that of the 3,071 peopls ntenvdewed, 22%
the 5<; ey bs* car. The abiliny of hus 1o aitract ¢ar users is considered 1o be

v %»':w;g for eyampls, the wansfer was fousnd 0 be minor for Birnmingham snd Leeds bus

i

studies it 2-3%,

shd tﬂe r’;‘i‘cuw

Tram hae 3 greater camvving capadity than the bus, 2 iz:.%sszugi Ry e i, sl will
sontinee 10 be 2w and inportan

Lram SYSient 36 peosusry 10 supplenwnt |

B

s e

Ehid

sompdementary alternative witd the capatity o el E’d. -'",r, Wiy 7 thy
faesen ‘atre Moque shoold dispute the stende:
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pw«:wou oo the bus nepwork, bt Gam Cnimes 1o the fiwe when tie number and frequency of
e regeied 0 mee travel d wh wither pris & serious steain oo the Clty's road network o
capses severe conpestion af axaific '?ﬁiri‘zt‘g o thc- ;w;wn:fk and ar speeitic tmes. Significantly
more passengers van be comfontably asee e an intoprated bus and b system.

The capacity of wiram operating i the Bdinhard ¢ 230 passengens o normgd
foading and 330 ot maamam foading. This a¢ s 4 wf}m o i::v oth a3 cunenly gxm:g‘x)s&d.
Thiscompues & borween 71 and %3 people foe & Grusblede dwr busin BEdinbureho »

%

¥
passengey carryiog capaciny buing for the snet modern Guuthledecker wehicies

The moders e alay faster than some of ity public transport codnierparts. Trams nomudly
tomd 1o have a bigher averaze spood than the bus. In o segregated epvironmeny the tram will
travel oo averaze 7 kn/lie fasier than travelling on siveet and even o mixed tralfic veom we
about 4 kine faster thas buses. Partof this fncreased speed is gained by the fact it tram
temds 10 have Towsr stops coampared with Bus and & cuicker Ioading time due 1o 2 systam of e
buving tckess, This latter ddement vl saly partly conttibute to the difforence batween tram and
bus, as althoagh LB do not have an onestrses precbuy ticker eystem at pressn, fust under hull of
their passengem have 3 pm»m}dyass. BB adso prig 38 30 estioct ticket ashines Iy
central Edinburgh i the near fuare heace further congbuting 1o quicker loading tmes for buy
The fower punibey of slops however, widl s a sl ceduved svcessibility w the sysiom than
foe bus dus W iacreed walking distances betwecn xtup» averags distance hetweon viops

 Edinbuegh will be 7000 which will give 5 widking distunee of 350m f the destination s wi
betwoen am 51005, 350 equaies 1o the distante betwasn Prinves Siraet and DQueen Suwets,
This facry howsver, roust be balanced ngumingt the guicker speeds, reduced youwrney tmes and
soproved relisbiliny tram offers compared w bus,

BModern trars. nulike i3 prodecsssor, 15 fully socnssible snd su easy 1o use for pesple with
mobility diffioudtics, passote i §>ZES§?§C i ving larze woounts of shopping
The fran systora operating 1o Bdudug ;f & eentigy invelved a high- step
onto the vehicle %aom aHEer i»vﬂi This would m'ﬁz“ it Mities
these vehisdes
fully accessible, ﬁm *n m'z"}A acoess from the ta‘a:;rnsm;;«. into ti}c fe%mk means sise of socess for
bath Glasliied eopie and pueents with bugsieaipushichaies. This w-prade gooess ot such ram
stop will he 20nin shove the rond surface sad will have ramped access. For the majority of
st the boading ares will be s oo o the s :tz’ng fmotway. An added hesefit of this is
quicker loadiog tiross thus contrihuting to a fast und relisble travel mode.

Light rail wediclee such a¢ wan wse litthe sonrpy bee
Enerey can slon be comsnrved by the uxe of a hysde
lae throuehuhe process of iegsesnthe braking. It zw“wnmrc i ';
au;.s:-:owéx.dgcd hesweever, thas whilst fiors ain o ¢ 2

for City cenus air quality, the praduction of slestrivity i‘ﬁ;‘z i5 ¢ Cot ii:‘“‘_‘ 1.,:31»'»,:1:15%5 ti‘z(: bammg of
fomail fuels which will have 3 wader impact,

sentrinity 1o e powes
; ifz' vely officien *«*y'z:i;a:m E{ i

The modern tam has the alvantage of being relatively quiey, compared fo the woderm bus. The
male areas where noise may be go wane with s ram ﬁy stom are wWhers nghi vadd are endounidred
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Sdnuinie

grachents ave sleeper ug where ambient oo
walfic atpresony. Answsmple of such
"\fzfiziﬁ'" 'ﬁ'ﬁ*ﬁ‘i desizn ‘QZS‘?I s arud

fevels are exvemely Jow due w bk of any kind of
sitpation would be the disused Roveburn Railway
siention ymeesures can be pud dn place 1o mintmiie the

is du o the wroduction of 2t system

o our City eoviniament spacs 18 3 pritme constraint, Hdinbargh Oty contre s a World
, - Bite and e such the street lavont cannot be altored in any significant way. This means
{"(:st:’i 2 Street patinms s out contunes aye when motonsed velucies were not o factor for
comsderation. pow have 1o cope with movemens by vebicle, oo bl und on fot The carrestt
levelsof aethviny mean Wis du bovoring increwingly enenable oo some Uity contre sireoiv henen
the merease fn congestion predivted. The gum has 3 vaduable contrilatos 1o make bore i that
woquires fose space than buses aod dows me prochude other medes of vebicles from wsing i
ramng spave. Py exampt ;;”as*'mz,d Edinbargh tram at 208m wide will requive g width of
$.8m for two way T The o st T for buses ranges from .05 depending o
shie width of the ve

As part of 1a ITY the Counvdl i continaing @0 mvest more in bus privrity, bes mlated
mfrastracture and rosasnives W aprove interchange between bus services as well a3 other muodes
of transpore and plang 10 40 5o even mure Sxiensivaly, should conzestivn charzing I
sroduced in 5. A number of bus service improverments sre phanned Ry implementation
froun Tote 2004 for 2 3 yeue peclod funded througi the 817 Uty (owth mondes. This will
volve 000,000 of now o ireproved b ssevice oovening Pelinbursh and de neighbousing
awrhority aress. Further to this vhe Cogneil is proparing a bid for bus service improvements
under the Bua Roule Development Fond for predomingntiy Oy service improvements. Buses
will not thessfore be neglected in the rup up o, sad when Sum s loplemented; vnprovernene
s siops, bus kipes, interchunges, infonmation and seevices, will conlime Wbe owade. 10
provide the naimen benelit t the i “‘%img prblic of the raspn v;mﬂm"fgmc’ﬁ\ POPGL
basew and tram wilt be fully e k3 beng undenaken from the curly stages of
deyelopment of the truw projaci e o

e Bdinbuwrgh Tram (line Qe B3l by senkdng o obtaln the povwers to budld o trem fing
comnecting Noth Bdy szbmg ’mfh tha Tty centee. The Counet] howsver is also seeling powsss

x Line Two oonuccting the Tty s and West Blinburgb and will o the ovar Btuee, e
,s.,:’w ¢ povnes oot 2 thind Hoc o e souhnue of the Tty Whilst iy fally
aknovdedeed th Tiae Gne will contribae senificnaly 10 the Councds counompis, ranspon
and social inclusdon asondis, S implooentston of an Interconmeoning nebwork of Hoos stross
the ity will provids B rcater bonatits forshe Ullvshan one Hine on B3 own. A netwark of toam
Koes w4l pot ondy provide onbaoeed seonssibiliy Hnking different sroas of the Clty. 3 will ofier
ot savings wd erononiios throigh provisis of Cramon sectinns of route, shared depid
prrvision sod spare roiling '-zm‘:iz Neagtaly fixed overbeards un be shared snd vverall prestey
viinge for ronncy 18 ackicved as well asthe vory moapibic el of improvedie ‘um?“e iy and
inzegration Hw v iimo ayound the Oty

o

34

a2

3

The abave tlear]y seis ot the berefits that sach 3 nwders bam eysdtaasan offer to 2 thrivieg
ity aned why Bdinbuegho needs s tram suviom. The veces sising doosand for bavel whivh§
currendy dending to prediciions of increasing el and pungestion devels s Bounded unnthe fa

M

=2 e
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oo i enlity this moars sxising soplpvers

2o ngrmeed Jamgm} for g vast

«.V“t{?"if‘iiiﬁ a;‘zé [Ew C?'i’)."??&??ﬁ? ol ges

foeute ere lead

}eiwrs faf;ﬂ:itézas, f’-& o mswmk ity
developoent by cnuuring srocam oly : :
Breguend public parspont. Tramthersfog ia y ;f;r‘i;“m z}rf*%; owanis o continue 1o
wypand itz soontmy snd i tors, help diive the regiond sad nagonad soanones.

Without a o systen economic prowih will be comstrained or sig iaﬁniiiy i‘z‘* her congestiong
evels will be experiencad. This scenario ing L means the ohisctives cructure phan will
net hedeliverad s these o rellans on e implomentation of g ;\14. Kave o mzzwm mERsuIes
of which ram s s comersions. Asa r&saéi :‘ze St erwed 10
sopept reduced 2obING 2 ' wid & srateay 10
renguge the implications ,«g z? S BoonMmiG ém«*z wn nut i plicg

st

Tepm therefore ix viss! ¥ Edinbargh is to offer o high guadity of Hie o those
o the Uit toensars dedivery of the viructure plas objecuves and e
prospadty forthe Ulty and senion

fiving and working

2 e

3.2 Develppmend ot he Curvant Traon Proposals for Line GOne

Proposals for trars in Hdinburgh have duvduped ooaer a number of vears. Duning the luie 1880
ihe then Lothian Begtonsl Counctl was instnutienial in dov eluping the Metro project. Thix
nvolved & combination of on-strect tram, snderground sections snd witisation of diswied
taitway Hocs A& unib i st 8p i progress 5 this work within the Uouncil which carded out ii
desigr ond consubiation teeths acheme. ; ;
,%?'mm:;;:a eing 2 feneny ad. The Parliame

raasahcd‘ ?1’2;‘;‘&??;3? s i%;zi.g., i’ii’ii')i’ﬁ Was B ;}fz;aa{;ef;ti of ssouring
100,

Seotish (e, The pendeot was thomiie postponsd nd

.‘Dazrz;z& -Em f;mi 19’9{3\ 1’&:‘ SCentral B

sifordebie ond deliverable. I0F0 5 W :f%; £ERE 0;3?&338\ m(i =':
aftomative ronts and an dssue with lund Boe lngliston Podk snd Ride wassimiing

alternative site being secured for this parposs,

Howsverthe ;\fﬁauemhm peovess of pwck;aszzsze & nueber of ek
iz;o:zzb & ??—’E agangement Rd tb{' voigse ol s achooe wh *e - 1'
e Eh SOV ‘}» T '~.
vk mde up the CER T
> shortwrn Forinstanse

and

cide sis are uci cd ;m 3 ey >§u‘ i) *:prmg *0% s ﬁze ww M'ﬁ;im*a*z ZS ey {
and associated oveloway e do by ooy ;31;:@‘ by (inber 2004 st
ihe hide for CHET bad bern submined 1. Bhad repsiored Servioe 72 which
proposed route and it s this route which will hecome the route fuy the WEBS juinative,
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Counit i producing s Local Transpont Strategy in 2000 commissionsd Adking 1o carry mnt
& proiest appraisal stedy for what woald become the basis of the Itegrated Tramsport Tnitiative,
Tl swercise concluded 3 LR nepwork for Se Oy o be the hishest varded optivn in oo of
valne for money sud solieving tandpon objestives. At the same 1ime, & rapid Banspon

ey stady for Norih hi;rimr W was comuniisivned by WarerTroag Bdisbureh Limiied
WL und ¢ sapber of focal Tusiooseey which wers injceesied in tdhe cstablishment of 3 rapid
Tramspurt scheme with the obivotive of conblishing how offective 2 ropid Wonsport fdk botween
Crrantont. and Leith and the Uity svnwe wauld be

The driver for the atndy was
equirnd inoaeder B §

g doveloper Iad view thas bigher quality sanspet than bus v
s developmienl With wread Fooling that there wis g aoed for truam

becauss of U8 e of naech eobanced pablic rampet. The segring group for s comprised
WEL e Counct, Forth Ports and locd busugses. The study, which r»}sisri&d b dudy 2001,

comyidered two other route optioms wd concladed that de et vab ecs woudd bes wam
foup from the Uity centre to Leith ruvelling onto Uranton and back to the centre, Thig study
fed to the prepusstion of o bid for Preparation Poul sapport under the 2002/03 Pablic Trasspat
Fomd for the Fan phiss of i intograted rapid wumspir ysten o Edinburgh. This work s
currind out ol Y same e as g i CHIT prowet was rdog into difficuitios and
sivmdianenushy with work by NETCo, a pfz”iii:: iram prosnotiss comgny ;}um s o g sl
s Bdinbureh o (0o, A Inipartite s svoup sommising NETCo, the Council and
the fodul Snlerprise company comnissioned 3 swdv o evaluate thed RT{:Q propisaie. This
concinded tha the aversll abjecuves wers not achieved and hosce this scheme propessed oo
firther,

Considirabds tree wnd offon hud Seen bovesied fn povsnoting 0T soinative and whilst it
was largely viewed as u failed project wehnology vath linde poizm:a »a}g)pnr: the origingl deiver
sf 4 potentially Weh patrorage pebdic marspon cowidiy renuined. In order to pddiess this the
‘ s Soheme TWERS eas developed whivh invnives pastiad guided f: usoalony

B sagrepated and onestrest sunming. This mfristroacure can be Copepsted nln rag @ @ "czizr%
date, The funding of the profectthroued die Scotish Execntive’s Public Tow 3\;,« vl A
the difficuitics resulting in the collapss of the CERT schome were eliminued @ the mlice on g
PELyprsnzement was removed,

4 &
Py

A Council conwussioned study carrisd out by Araps included s partof v a had by securc money
10 corry st s conversion of WEES o . The stady s muds olistine Hawc: oL W 1o
fdentdy a Uty wide £RY nevwork in view of the LTS appwraisad mémf» that th uld be mogt

i 2 wid eardy 2007 wlendifvior o pobwink

effeothie 1 aclneving mrsport ol S osluny e :
with g sorth Edinbureh Tran rove vanbed finst, owasd nate Ooniag seo Ki and & south-oasl

o ronte bem the turd best perfooming slignment B i setwarhwhish & comently belng

tsken fooward,

2.3 Pamameniany Proosss

O 27 Decoder B3 te Bdimbursh Tram (Lane Oued Bl was introduced 1 e Scodish
Pariament by e ¢ Z‘owz 1, ay Promoter, The obw chive of the Ball 8 1o authurise the

comstrecuvn snd eperaton of - Line G wiich will o 2 ‘northem loop connecting eith and
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Uity censre. Thig |
the Waterfront awjor ﬁw iop‘
vaitway Hog to Haviewd
Havesakel to 51 ndrow S{;faaw via 'ﬁ’ i ; A segrewaied
sliznment would be provided tuoush Lm F‘o;‘z foiluw el 3'; 3 mikure of strest mmming and
segmgaiﬁd alignment huek o Onnion Sqoare,

The roaste will consist of 15.5km of double snuck infras
3t Andrews Square which will provide 3 330
stree with 22 o stops propesed. Maodelling
whis:‘h fesumEs (o Mémwe %pwd- {3-‘? 3

I‘“ compmwﬁ.m j , W soctions of ¢ G
takos 25 woinutes by bus. This will v reduced 1o 3& { rpionies by
from Caroline Pork to & Andrew Sgears takeg 2 o

The princdpde oporational ohiveiye of e v Bne s to
do this, sucowsstul integration with other road wsers i writival.
«*ew&gatzm slong the route whurever pussible dnd wri‘zzmiy W
maximum prority dor ram ot iam togs and snsuring u heg
munimiae § pe =d ‘"ﬁbir‘a izvon

shroughour the £33ty to ensurs hf‘ oW m;’z £ «*ogx wzﬁz 3 noy ?hm* an ‘{}o;'-

Seamless intearation between pablic tansport modes will be fu dtir
of the Local Transport Straegy o 2 wansport systzm aocesnble o and sep
sasunng intearation of bus and tram services. To ensure this the DPOE fwrée;xzerz:i' put in plase
with Fransdev reguives foll integration b : i o<u In
reality this means Transdey st woak wi {h izc m:;zm‘i*sezzi gu
beavy raidy © produce 2 transpodt itegvation plan.

FoovRiof

I’aﬂ; uf h-:, par manr:niaz v pwa SRS am'o *«(’ﬁ & pumd foa foomal ¢ ﬁju,; s Mmh a,hsacd i ”‘9

i.’zave e ixfcz.; zsdm;u«ieég ;esﬁed. Ti}gse., mé m‘%’zer wenes oy 3 Cossed i thig bifiziii:z:,ézszaz.

24 The dustification for Trarn: The Biruciure Plan

The Counct! hus w well developed vision Sy trausport over the yext 20 verrs. Thic vimon e
Fotnded on the integrasion of fand ws planuiug sl taaspit and reeopais
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M

‘»mu e retivoied in e BEdinbureh and the Dnbians
oAty

remain 'fz( coomsry devriopmnthuh of Bavi Co

e Drcsss et

 outset Edinkurgh ol the Lot

velopnient plag and some vonsideedls weight
< have been subievind o pukle sorntiny and,

ad ity "zrswiq.éfzs*:ﬁ i::(-)x:'a:zsv\‘*
anly, approved by the Soottish MU inisters,

The current sirgetre plan wae approved by Scottish Ministerson 17 fune 2009, Thus plan ol
forward snd develops the Siratesic oty of the previons plan W develop both sast-west and
noxtiesouih bl rar;zvri ransi routes within Hdinhorgh, Ahough fonding wes ancentaim, tha
slan required the safepuarding of routes, und the location of depo snd purk snd nide sites. The
'z& betweun the objoctives of the siraregy und te tranvpurt package put forward s cleardy vt
ot s ataied within the siraciure: "For vy eve?z>;;me,>zz it

SranIpRT Y

f

i

vt e bey

SRV B0 shead, # s pas

bR e
XS GERV RN

categic aim of the clrrent aucture plan s o integrate land wee and fanspont. The plan
¢ there will he comuniang presaures for development in Blinbargh and the

5% 8% & resuls of s sirong and growmg evonomy. B alas recognises thae fortler oy
ween Belt radoade would be prejudic ;ai tor the stability and endorance of the Green Bely,

ae strategy allows Tor linsited Green Belt redeuse 1o achiovs housing tupe and ¢

oy disty zbuwm of land for economic development, By vehuring those relemes 1o aspon
idors, it will also belp atrain 4 more sustainidle puttory of deoveloopment.

s (": k9

T eots dovelopment 10 12 ors developmant areis vhere mfrasiracone
‘.A;Mzufv‘ CRIBLY W Ez«‘“ new infrasoucors would be vost sfiscive, In Bdisburgh these are the
Oty Centre, Waterfront Edinburgh, Bdisbwgh Park/ South Gelo/Sightuill and
Newhaidpe/KirkhstnayRatho, twn of which will be served by Line Que. Muost of the demd
for developrment lund will oontre oo bousiog nod Badiness and it s envisuged thateach of dye
coredevelpment arem will vonmbuie i fi}em stentegic reauinments in ditferent wavs, The
vurrent spuiiooe plan pogs n ostute T Sopnig oppostuities mean tha the strarepy
g B BEW ORI & ?;‘;,o in crder B cio ke "iés?f{.’ i

i 3% uhiic aasspoth winkin el i

2

lmred oe

The phan’s strufegie housing alicesnons mciude an allocatiop of 1700 s a0 Waserront
Edintnarsh, This fs ot within the vontest of 2n overnall bousing reqeiremest of 2000 dwellings
per annuin aoross Edinburet and die Bothians amzc‘;:zr« ;%'z L e due plan sistes thethousing
aies owiified in imai s v

0 S SRR
dd suppor
Sy pabdls trangpen”

BEEE:
shEE]

s &y having g goud level ol vcnews

¥

ot o

Belintargh bas beew and i3 pz‘edi«:sf'd s contnge 10 experience sapud sconmunic growth, There s
3 divest rekutionatip betvwaen scommmdc zroath and pressie for devalopaiers. The sirgonre
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TYEREDOIT BRERe VI

zzsiwrk of t:h:m» frain émwx,

3.5 Cuoral Poticy Contont
Pulicy support for the ram project is gvtensive ;mé gan e drawn from the following sources:

¢5 8= «5{;’3 103 '?éﬁ P g:&'y‘

ffaaumcn‘-‘
hzzzs‘h 3’16

suppm ‘i”s iizc witroraind X
she Loshiong S

‘1(? 448 a;zd 5 ¢§><3;‘ By
; in Pacagraph 20 4

w health
olent z:mmwrz: syniems Huses

the feing
rond waliic
§m"3 ):39 erin

g opponutins resenied byt
iy the nebl ZoVEnenos FIanToIIni At in plnet

e {?it‘i ; ,-": ¥

The paiond ;x' o fr ; in MNotional Planning Pulicy Guidunve
19 SPPG T s arsﬁer revien by the SF sad e new 4

piess Senld brovordinated with Begdongl and o8 517;”;‘22 it the n
capacty of the stroteni Swspont network, wnd feve CEORBHAC 8 ih r Fe e
smamsporsinfaostnres.” The Line Goe provossd ieets this seuiroinest by ety ;;iwﬁporf
demands winng o now development in Nogh Hdinbursh, purticnlely the Waterfnont
develommens

s

2.7 Deveiu;:-mﬂ«m ’P‘Ea*
The statoory doegl
iang, The mod weg 3
Lothiuns, @ Giscussed az?'o:wxf ft cenires v o handuse and aseponiution srategy together with
4 setof policies wiuch co-ordinate sustuinable pablic and private investment with the protechion

Babaed comprises the stracuee play and varieus Jol
af policy styacturs plun for BEdinbureh and g

zn,’».\

DA LE S
fod
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of the environment. B therofore proady fir alt decy

development in Bdinbureh and the Lo

i reganding

AS.

The roure of Line Gue vans through tuee different adopted focd plan wreas ~ Contryl

Badinbareh, Noob faa BEdinbureh and North Wess Edinbureh In addition, the Rorth Wea
ares s now covered by the drdt West Bdinbureh Locu! Blan, The Central Edinburgh Lost
Plam which wie adopied in 1997, protects rauss for Gie posathle constnction of v Jight rupid
wansit sysrean. This moote protection is alse meluded in the North East Edindbargh Logst
Plan. This Loval Play was sdopted 19 1998 with an slieration o e plun hoine sdopied by 3004,
Rewstes ure shinilardy protecud in the Nonth Wese Sdinbareh Loyl Plan, adootadin 1992 where
dee focl plan allecution sefepunded luad for povsible fouse Bigheas or b oad proposals,
The Dralt West Edinbureh Loodd Plap pabdished forconsaliation 1 2001 alve reserved land fre
pabdic ramspornt propesals nchding e LET nonhsouth route

The foca! plans wre supportsd by sepplementary gaidance in the form of site specilic muster
plans which have the principal shisctive of providing o vision and development framework fo
ensire unique opporinities in relution o euch sife s maximised in accordance with the planning
swstern. These muster dany inclade provisron for ranspent infrasiructure required o faciitate
devedoprient. An exampie of master planning is the Waterbront Granton Master Plan wiach
wentifies 1 need fix 5 stratesiv ok botwsen the Oty centve snd the Waterfront ip Nonth
Fdinbursh, The Leith Docks Dovelopmen Framework §8 also in the course of preparaton,
Addinoond supplomcatary planning geidinie ondetasiad design Vor the tram 38 also o the toarse
of preparation dn the Torm of o Ve Design Munussd

3.8 Heoeglong and Local Transpoy! Poliny
I tems oo monsoset, SESTRAN, 2 hody of the 10 locs! authorities covening the soumh castod

S

Shue ot o vom

it Negtvey 3¢ ndedre 1o see Mgl awd

o Folinlneghond witlon e Dl

Local Transport SMradegy i3 s follows

Edinbursvspies v bea Clry with o frasypms. Edinbarghls

B N g
v shosld tomirituie o ity

Mo vhat sy socossible o ol eond werves ol

Sl wfers and ugli

s Ssspors avitem shouls

»

BT S

¢ ReeHably ool yrom

The docment inctudes te followdng podivy: ~ "The Uouncil will work with partners sl ogernad
agencies omroduss o lrn sydem foserve the Oy of Bdinbargh”

Nutional transport policy as et ool in the White Paper 18 non-statatory. However, # dogg
presvide the direction for content of hoth the Regdonad Transport Stradeyy (B8 hand the Lo
Transpon Stmtegy. Both these documenis are non-stutatory at the present v shibough the
White Paper propusss the BTS should becume stitutory when new reglonad transpont bodies wre
i place. The Development Plan, having undergone rigorous public serstiny and seocured the
apprisval of Sconish Ministers, is stutatory. The strovture plun provides the broad framewsrk
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for inced plass, which contain more detaiied and siteapenifio podicies. acal nes wre reguised
by hew to conform o the strsclre plan

B3¢ Specilic Tram Benellis
Abhough Bdinharel's scomunie suocess brings nueyy benedits wo bath the Cliy nad the wader
region, it also crewtes probiems, such s wafl wzzx; stion. There are s range of objestives of the

trany that should eather suppint the henofits or address the problems. Thess are detmied belos
Land Use Planning:  Dne of the most significart booefit refaies 10 the contribution of the

tram o bring about effective inmgration ol fand use sod franspust planing, us set oot in the
strucne plan, By providing 2 tam eysiem loseive an ofthe Uose Devedopment Ao
{CTAA) aeross the Uity such s the Waterfront e of North Edinburzb, the need for car
dependencs (0 stoess smplovmnnt. residential and retodl areas should be minimissd, A tum
sysizn will ensurs dbat theve is effective, high qualily public tanspont Boking the Clty's stategic
development and regeperation sites. For sxanple, Line Use will provide high quabty, fast and
reliable public transport commections ‘befwém the City contee and the Waterfrom Granton
developmens. Without  tram system, it is fikely ih,ﬁ}”}d}{%" dcw upm»rftn i) be eas fikely o
suceeed and where they do, will contibule sigaifizantly mrore to Cay wide congestion & a direct
cles. Such developments wall slso be
hr“%? a;x?i ?iiwwhzﬁe wit?%}: i:< %

p«}mmm v fm’ efﬁz&z:z Ve tmz}spoa?zz mzz:egrzztier
d-a-v*iﬁ et 0‘?’ Norf:z Eidfi'nb'urth- i3 (ie:m‘m

o, will operais

Trathc Q’a‘agwimx v Towny
riher ton The tam

primarily 1o pormp opEniens é«thmz HE «mmmg addﬁmn* %

2 tratiic songegtion hy & g dizijﬁ( vi o e ihe

her toum seheotes inthe UK ?‘aw »hw . thure 14 greasy potentyd for
From car to o o to boses, o gaided buses, pw;m}a; iy i the pnm s in -
speration heﬂws thc dc*«daw:em comes on Mo \1*;3 m m paicens beve alre ady Teen

Zew} ol bsr;eﬁ:t fm BOL U3ReN af ti:}c tz;a;m: MOLE 50 vzi an ma~ Heers. ?m wvgv Yaontion § %%
the modellimg work prodicdts severe vonzestion by 2026 and any seduciion i r*a;;gumm {,dﬁhﬁﬁ

by mndid shift bowever small could rosult o sonll benetit o a o ntzm?‘; 2r o poople
wavelling. Tn reality this sovans that 88 some car nsers switch 1o T Capadity 1 releasad on the
ol nepwork wihich cuts journey times for emaining car drivers. I addition, faster ourmeys for
remaining bas nsers, as well as for those switching fram slower bus o faster toam provide

overall benshis. Thas the de-congestion benefits are pradicted to be puroulatively significant,

Forecust tram pabronsue s arsund 9.5 nnllion passensers in 38 | which seould zrow 1o Just
under 14 mdlion by 2026, 1t s recognised however, (hat some bus jowrtoys B sod fom the Udly
cenire r which pass trough the City cenire will be adversly atfecied by the reduction in

TRSOOOOOO49 0032



G
123

Biotnway capacity.
these pribloms

1t is hoped that this can be courseracted by bus priodty schemes (o mitigute

Environeoeed - The Coonc] bas o statwiony responsitaity under the Envirpmment Act 188 m
wark ro comply with the nanondl iy quality oldectives. Alr qualiy moniioring is carded st
peoadically and, for the seven pelbutants the Council {a required & monior, ons was fouad o
be anlibely by meet its obisetive. Conseguently, the Ununedl dectured an &ir Qualisy

Masuge mwz Arzaewy Devernber 2000 covering purts of the i,:{v centre wrea on the basis tharth
strogrs drovides obisctivey are Hledy 10 be oyoesded in 20050 Vebicles within the Ulty have
b{'**;’z : sacoount B up o 85% of sunvsions of nitrogen vdes. The Counci s currently
ing s Adr Cality Action Plan {ADAR) 1 relativg b nitrogen dicaide podlation.

1 ummbuu 10 the obdegtives of the AQAY by providing o large nomber of juurneys
the Uty vorurs so tmpriwing swobdlity wnd wecessdulite by without adding 0 comant

s ratrogen dieadde 42 traons huve soro sl o porm of uees

Trms van also be much quivter than buses providing a bigher qu.&z. v envisonment for those
fving, working sod topciling indhe s, Given g Uoureil’s lack of direct contral over the
sypes and are of buses travelling through ?%?b {,zn cenire, and B inabiliny to divect bus operators

10 gither rotroli older buses witd o5, or 10 by rew shermutvelv-fuelied
fses, the Couneills disg i;‘z-‘?;ﬁeme aver the sgm» eations of the um will sllow o maken
rouch mors significans contribution o air guality snhancement, compared with bus, The
Coureil 1 vurrently working to vatablish the mus effective meuny of reducing smissons from
avea, Uncs this work has been Bralised, the Comulbwall seed o secwre hunding o ensure the
sppropriate technoloey van be apphed to the City's b fleet in co-opsrnsion with e bas
QperauEs.

Nocta] Inclusiun - This van fe facilitated by botter public transpoet. which aliows hnproved
acocss 1 jobs and services for thoss withuut sevess i a car. Althoagh Line Dne will notseive

¢ greater spacing betwena stogs than bus bag,
it wall sig I'zce‘:'m} R'/im,{" Y iz-w :-az*»g;zm wmey *:ms:s‘ :-md wrea{i“ enhance z§~ rc?zub.ﬂzv of

B

anywhere not virrenthy served by bus, snd il baw

Lo sii as .;s_szzr;.zey“ oSy the mz&n of t%;'e Ly, for thise
p,m ids & significant beretit shthough Tor those Bong between
: ,ﬁ@i scanpared to He bus, This w;i'i;% be purtiutly offset by the level
v oaffers compared 1o e buz, 1o teone of journey time savings
iod bas sourney Bmes with ti ove seheduied for the tram, and

st 4 s prediored to provids the Rollowing arey tae sivings
D% 1 to Cleonn Toeminal aith 10+ minaies; aoovss tmes 0 Onnton
dc»3‘3(>§32}3:<‘<. t s w:i b boproved by 1 or more sodonies from most of BEdinburghs acoess dme
o Hayimarkst i Conoton and Leoith nproved by 3 or mors minutes, The trem therefore
impruves sooesashility for many i ravelling 1o eoployment, edesstion and leisure opponiunites,

s*i ie”mss.;za ¥ zzid

of any will meovide on opporiusiny o sienificontly Ioppuve

. Foe vagor ndvantaze here v hatinieamtion can e

C IR Duich reove wivenve than meme o ashiove

Pxervicss, The vy oporaior designate is required (o work

imagraﬁm}: Tnx introdustion
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et wmd

hese

witl adfond

: ;:zz.z% gl fraen network
dlead wodemuagd far

snd meloson,

b e';z%z mohility Tmpaments 28 2008t 10 val
swhoaitde o s il ol e LB Heet b

dun §tf£§m }fﬁz, iy B ngtion daiio

c i LB o

Aosonid izi} i"r;ur.* e 4,’»«2&155*3:‘&

fow d s
supmeed due 10 rzcmx,.w
dryver discipling, sich &

*w &t Bos stops, ?*fiwr paw
"i‘z“ms witl slwaye have acveas ¢
srops and overy frumew %nav». ssva:;i L 4 f‘m’ pe og«i« with motility fatpairmenss wha live
close o wany stops. e tam will Herefud ropresent 3 o5 of

seesmbie public tramsport. The preaier diztanes otween $10ps will retduce sonessibdlity for s
althouch e paramteed foved socess onoe w the stop will prnvide 2 benetit o g glresg
situstion of accessing buses.

3

5 av;%c:r;y priority. Tram
CHURECHOSS
westmn, articainely

sen. Focexample,

y Bovks couid g0 sbead

Beunomic regeneration - In pats of Month Edinburgh, regeneraths
erwbdes the developuen e 5
s eather cuprcigiy pg 301ty served by p

vy i-;z*;u Lon ii
- Porcortidn ey forves may bxs e

st fo encowaze Hom

Ea

wx focate i arens that they would bave
eduning growth in songestion, am
Noah Edisburgh,

Strpelscape - 12
stmeiseape. s

much ponver gualt
bas bors oned 85 4

'zim vestmen! in ams
2 general,
1.3’038 Gftramn g

v the Countik

Reliability. T b 3 firsthy, they end o
bescils frorn gresine soprepation iy vt tradfic fu,v} from the vagaries of
et couzestion ped seconlly, thev g ¥ ~he Goket saiss with muli-door
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3.”§3$§f§2’€ﬁa :'zz:%?‘,c_:{' tan noby the driver selling tobets, which reduces dwell ime and e vansbility
$oB if’if‘(}i'fiwaﬁy possible that bus operation could be
: i of spliabibity. Howseer, the Counal cannot reguive bus

atze theirtcke sales an,d boarding methods, hence the much preater

d swith buses)

i the iy by
F o LA pomp

iy fevels of seprezution also povnlt bams to aiadn ook bighue aversps speeds than buses
Line Dne would have an average speed srousd the whule mane of 233 kio/h. Bases in standard
urhup opersting conditions wveraps aronnd I kmdh B B o fetures which mean that am
sasnul be owiehod Iy the currond bus notwork Siace B awies e stops over ® sinilar distanes
mnte, hus longer bowrding yes dug 1o tii:i\ﬁt pavyen ard and vulidution of passea. g wall
Facoess on 8 propesnion of the bus Heet and s offen subioct o e delavs cansed
By praed walfic onestrest vanwing.

as Tuck of oy

310 Nonh Edinbigsgh

2401 Sovic-economic Characienistics of North Edinburgh

Lespite 2 voridwide econsmic sfowdown, Bdinhurah's economy hes weathered the nutional and
inse onsl diswnnin favonrahly, Ressarch published in 2004 supgests that Edinburgh will
fave the fusiest mrovang comomy of sny waier UK Uity aver the period 1999 - 2008 retlecting
e mpoetaove of the snrvice seotor, i particalar, fosncind services, Unenployment is very dow,
gt around 2% and eveaed brrernain vere fow in the perind 1 2015

K-’ir:swewr there aee sl aoces of Edinburgls whuch s.»\}:;y:;'i?e;»uca higher levels of pnemployment.
The ey concanirations of unemplovineet var be foued pensodly 1 Nogth Bdinburgh i
pockes i bentl nod move widosprend, in wons of G, ?;,i:mz.r snd Murhouse,

North Bdinbargh ha a history of socidd depriviion and exclusios. A 199D study bighlighied
the peperdd wacid and eoonorsie charanteristics of particnin boponance:

e This aren has larger housshold sires then the Uity and also naional swerages. High
proportions of these are large households with chifdren and eiderhy;
This aren has o vounger pepulation than Edimbared ax a whele
The majority Bee dn rented, councd! sconmmdation
S63of ¥ @f;px do 1t huve acoess e var Thiscompaes w
yesidents with no s00ss oo var and 5% 1 Boodand overall
é%urz.i.v i erapdecaed d0 the service and skilled trade sevtivsg
A nignidicant proportion, esiimaied 10 be theve s e Boaith wvarage, el owork by
frmsand
e The cost of travel is g low factor whes considering barnert 10 ided jobs,

1 S50 of Bdinburgh

Emplosment patlerns were siunn o rs:‘im.i trunspin i
woukd contimre 1o b alfevisd by avosvad

vigwad i B servics sector smaploymsn i

ks Bowss suvgesied that wank p&ifﬁmﬁe
v by bee and foot. The muin ooyl aress weer
e Uity contre, the Uvie and Bdinbarsh Pk .Berzier

.;(
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s the faser twvo Bsoats satred 10 enable acess I

sioy p %nam,

2313 Pog} wdation &5 NOri?z Friie gm

i’"éy:%;: arens, wua pantivnlagiy,
Ae s«'zzzb}'em 0 ma;’mr dﬁ-‘:&»»f}“{?ﬁ?& Bt gﬁ?m Lindiuding residonnd

wlors f:ss&zziéﬁ‘z t oasre thit they ot adeauinly served By public
sstbsifiey but b cosure el & poroota! workfoogs oo auess

£

developmenis
oyt not only oeshanos sce
}ﬁ‘si‘fﬂ.

0% ol ho
Lo ia{‘ob hetwens areas of high prpule
CCONS WAty

veavosssdo atar Fhusthere s sostrong
incoen and deprivalion and those without

22 Transport Froblems i North BEdinburgh

iir;ci.zs‘
e Wi«
a Havin

‘, Redt izfzg o8 iﬁ'ﬁf 5 with
"';"mz;z';zf:y; f.w *3 avn wonld take abowt 2%
e pa:mz' @ E’E’-mmzri;siz, Beoca e of previer

Ef ss;% o4 %’3»&3\.—; wczsé awi t51 s

3. ‘:3 W ?’sy 'ﬁ azha‘r pz:’:}i%., 32’/‘?:h"30£".«2‘i modes inslend of ram?
ter ; wnspnt opiien. There ur hovever g
tngirums ahzzr ifxm at%}ar sprions stoh s enharsd bus prionty o guideg
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The WEL study curned oot on Line One, knows af that tim@ a5 the Waterfroad Traslt project,
sonsidered varbus modes of peblic teanspet thut ol T wed oo Y route snd commpared in

.4.;3
detail tram and guided bus, The study sif{?!}ﬁi:?fscd iraditional hes, zta:;".sm;z-ai:i?. guidewavs, et

fevnation (MAGLEY) snd pevple movers as well s gul :
LBT and guided bu were destied not 1o meet proise! alms snd ohivetives for » number of
reasons. These ivluded: lsek of capavity; inabifny to nivgrate in o histonic Oty cootee; bigh
mminlenance costitand lack of fexibility for fulure cxtensions. o ferow of comparison of
wusded bus und LET, the formmer s less expensive o implement but generdtes [ess patronnge and
bente less yevenie than tram, Guided Bus tends 1o be fes socessibie and have g fower lovel of
somdfon due to bregnlarity of road surface, 1 eads o be poresived &5 a noomal Bos by the public
and has increased sir quatity wod nodes impats than e due o gensrsily being diesed powered

apid wannt. Al b

Cronded bus iz snsvatinlly o bas e oo vun o nornl mend s 00 4 special Conreets gaidewny
On thes Mouek” 1y veered by sutonue guidewhesls that vngage with the side of the émiﬁ’\s\s&
hhane mmy o sy sucesss o beeds aad i Bewliond i the UK ol svecssgnn i i

de, and offers Se adyy saved with trany, of baing chenper i baild and o
¢ 11 e vmplameniation Csinee i oan rom o nooaad ropd when e B on
euidowny nyniable. Noesthcl nuather of dlaadvargages compared with frany, e
mostsigeificnnn of which ars Hsdad bl 1o

5 G

25

23

e ohere ther are hish Ooes 1 operating costs per passenger are bigher thas for oam
because more velncles s vequired ey B sams Ao, ﬁm articudaied mded haa will
carry around 120 pasvengers ved 3 wam aroand twice a5 many. This ik o cipndicant S
for Line Che, wiven the bigh floovs thad are predicied from the redevelopaent of the
Greanton and Devth areas which are prodicied © cosribats anaind one tind of Ge denand
for Line One:

2 hecause s more alon oo normd bes, i wadibely dan i will be piven s much priodity s
2 fram In streed nunneng situations. Thi be expluned by the ot that the tease b viewed
as a differsnt entity 0 ﬁzr‘ bass and thevetors commands mors suppont for priority at the
expense of other affic tan the bus hods i o of public and politicad sopeon, Wb
sivey tess priority wwid be si<.:;<wer and, perhups more inparantly, more unccHalde thag 2

Setiy

= it is diffionit to inseall puideway where therr we frequens crossings of the puideway by other
teaffio, sinoe it bus raised kerbi - 3 cannot be Hash ke o gum pack and berce cnont cas
beinteprated wio wnenvivonment with ngsiboant pedesinrn aclivily;

% uemin because B s more akin toa vormal bus, guided bos hay o legs favnarsble nnage tan
traann, 1 tonds 10 be nodsier, and more polluting when diesel powered and offers g porer
guudite of nde usa result of dhe conditon o the rond eface. The st which ruas on
travkss provided they are modern, offers auder ovel of vide voanfors Laredel dengnvan
o sonne extent overcone these protdems. o8 shown by the {non-paded) Zaidiengont busway
rnmng oo Schiphol Adrpout 1o Hearden 1nthe Metwrlands, b dhe perceptionodd tam
witl normaily be better than that of gaided bug;

ofihe weas e o will pass "3:*;'45“%1; s,(scii az Hovmarkst, Privess Beee and Lotk

‘v’v )iia have ligh owels of pedd 7‘3’*‘:3‘%{?&-"‘3‘&'3 themaatves woirld then

CDLTEIE 10 AU Ve wians conssing these awdn rours, Without e

snbdeways however, the svsiom operates &5 @ rornad bas thereBre not provviding the

R
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o1 LWEBS)
: v ; it cemire Bas aoseciion
% 3{:*«:3?&? stthe westor exleniv of me: mui

st : runnine Closer o :iw { iy ot
of conversion o use by raum i e fulum oo é; *‘::'f"
= the modelling reunits from the Foavibility !
study presdiced that Wmos bvice 26 nuny “w?  per year wonld £
ressie commred with mnded buss wnd bt e tramownnld weirn o opoyating
sround £5 million per year comp 7

e T%n: ¥ vm zav,;siﬂzm fon been "m:ﬂ'{ wi{?z t'ii‘ze

sred i very small surplos T e padsd
Edinburgh sudy comw ;zi wdihe ‘,zi's?e:r* sof o swided bus systemand ¢
whilst qualiny bus wehrology should besossidered s possshie inierinm moeusure lo el

short-ierm ramipon éazzzmm»:‘ 3 Beht radd system dow the Nonth E:mfz;m'rgﬁ foopshouldbe
ﬁdu";zga with mositoning of developments 1o advanced muided b 1
cuided bug k:-,.é'zmi-agy was ot found io Beu suitable long teem

(‘

WEAsE wp mi t(}\f and

maximure beoefit for the Gy wili be
g:eanfd from the provison oi # metwork nf iram izzaw, and

s Guided bus, unlike wam hag velutivedy oo applicasions vorldwide w

faeethe “trind sad tosted” technedogy of am. For kerb pusded bus

w sems workdwide, 8 of theseame i the U }w? thd; ihf* TEKIem

5 kan, Those sySioms 3 g min g

guidad systems worldwide. Thig mvoi .; CROHIE ropis | g

i the UK. Invommunsen ther are sonand 00 gl

214 Conglusions
B mzrgj}iz has vl s

cod Sor G i s
oliey fot a

Leniury cardy fzs.}i’?}} o s sl W e :
the lover muntenwos wnd more Seubls bus Trave) pattems and
dramaticalls over the ndervoning half contury since s fust aperaied in: ma 4
sOCIBlY prasents new ohal iangw in 'm‘umv {r\mi demand 1o und withur
prople raguin 1© i.zfewc} i s s aooess soployy
The muvnbers myvodesd mean et on soome coondors i the £ty buses
for the levelof domandd.

wment vzﬁha {"m B \;»'i gt
aew develop oth new and enssiing d
sow developrosnt in BEdinbureh are finnly
beitg bowded by the Both of Porth means lin

mentin b

wiod svoess oppariastios and intwa:siﬁcazicm of

£t
22
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vonpesting oo e ey s COUES 11 wren. Acsenond arsiod sigrat
developrosat I8 anw nj the greenbelt particalardy by z;}'z« west
devalopriont o planond. ¥y
moin e coons b o
be premy
SIS RYRIH,
coninbating

et dersand for
o the City where extonsive new
be objectives of the souctors plan B the caplial's Cly-region o
atral Rootland pee 10 be met then furthee development st
wean only be :adu ved i sraspont pavkags et out i the plan, bwleding
rred 'iv as cnadding continund preedth In aosvstadinatbde way withowt

sed LongEslion.

The decades aince the removal of Bdinhureh's oviginal rom syatem has seen not only taved
domand chanze, but ey wolnodogy divpanicslly oo o also. Modern tams ure Bt reliabie,
fully socesaible and are capable of canrying greste pumbers of people 3 fess pavironmentally
dumaging wey than the bus. This new fram reprasents « step change in transport provision and
sready improves $ie ipug of pulilic s

A mram systern will sddress many of the carvent problemg of the tunspont nepverk and. in dodng

ool contribate 1 wider eoononsie, snvisonmental and sociad imciusion agends sonss

i,‘;&?‘ﬁi}lifﬂi‘* and, prticudarly, in North Bdinhargh where pressure for brovwnficld develupnent i3
vahle, Most importintly, the nrovision of tram will form ¢ major step i ensunng

LEALOS bs:tasn.:‘,f.a and use plansing andd mnsport decision-muking and thes supporting the

slars stramegy, ae wall as miceting wider shiectives Yoy invreased prosperity and gquality

indareh
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4 Summary of STAG Appraisal

4.3 indrodiuction

This soction sumrairiees the Rey conchusions asising fron the STAG 2 analysia Q‘?u“’}’{&f\fﬁ by
Mot MacBonald moespeciof Line Goe The semuindder ofabis seotion s drown o e
sxecutive summary of the Mot MacBomald 3TAG 2 docement

48 STARZ
The Councll is cxamuning wavs of providing the Uty with the anaport infrastrutione netessen
&y promede and sunpeet a powing local coomoney and orentes o bealthy, safs and spatpinable
environmens.

Asa key component of de stratepy of public pansport investrent in Edinbuegh, the Cnumil &5
proposing Wwdevelup ¢ nobwirk of moders rame. - The trarn svsiern 15 boing developed in stages
and wil] fxous on de owior Clty ranspon comids,

im};x m% iny z%w ui’-' Tentre wiilt Gr:zrzwﬂ,; NMev :

Waterfrom development area and then glong the fine of the former R‘aseimm mﬂmy coeridor in
Haymwket Tias line i sxpected to acililate o mupber of positive benefils for the arcs,
fmcluding econvmivc regeneracion and unprved aosssibihne

3.3 SBoheme Deacriplion
Raute
The proforsd rosis comprises:
185 Kan of Bonbie Trock infestiuciure Bingle toh ot B Aadows Sguarey

e ARY% off strest and
22 propossd stup ooutions.

Qx

Whereverpossible a seprospied shpnment bas heen proposed twiere the tram uperates on
dedicated trameay or ronwrond ) such that the system con maintain speed, frequency and
rettabiiiny of service without interferenes 1o and frovo other raffie. The slizument s effectively
double track, clockwise and anti-clockwise mnnmg, throughout 15 length, with the exception of
the une way loop 81 St Andrew Souare Gpproximately 320m longy.
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Tram Specilicating

8 s assuoied thit the tons will be sami-low Hoor or totad Jow floor yehicles, This implica
flone beipht of betwenn 300 wnd -rC%"}fzm This. type of vehivle has boen adopied in oeder o
snsure thit the sligraoent charavteristics will cater for ot carrently wvailable rodling stock,

Constructon

The construction of Line Une 15 programmed to cismence mid 2006 with an estimatnd
comstruction pertod of 36 months.

or canstraction I the diversion of Public Utihisies from
beesath the segeway. This Bax fdstoneally been anderiien sitheo @ un advanced winks
contract B ay patt of the mun winks contract. Generlly the chusioe of 8ds phase within &
nyadn conract peovides a redistion io prograoune dus b the shility 1o cnordinste efficien -xiz.%y
within the main contrast. The 38-momh constnuction pedind is based tpon the utilities
diversions bumy underiaken a3 adbvanee works abead of the main Infusbrociure cuntratt

(e of the carly smotivites roibie

Capital Uods

sinding

Capital costsare eai:zm{»c, #2245 incleding speoificd costinpency (or £2Mm i
; : ;zom{ o‘ (gmrm z déﬁé i‘bz': r‘fdw fits apn&i 682y \uzki‘scuz

{'}ﬁzizmsm ﬁi

the milipaion u“ ifézs: { ¥p£zmif i Bigs i IOV 28 »'&pmncé i Sectauza 3 C sivhave ’ore:zsr us:rfwd
frivn g coprehensive émui: 156 mm;,; r:é frs;zrs,/,a:miwf\ {ovwts Tor the infrastrucire works of
completed and proposed LRT » :« I whont te TR {f{!ﬂ’ﬁﬁzf%’}' advised prioes from
vahicle mmmze».cwa £ i eustivnatns obtaiond from yhilities
compames. The resulting astimates 1‘&&4&:0%;3;{ <,<I ihi pe o Factors miluencing this
partivalar sohesme Inchading location, rolative complenity, eaviroament aad nativipaie
PrOSTIME,

Uperations

*‘--*wys-aizzi i ti-”f il tournoy times, 50
md mwilling stoek

The ransport muded foracste s wial Bue ot 483 z‘?zinu ¢ seound the Ioop, excluding any
favover thme sowanee. cquivalens Woo average Joumey speed of 233 kovh, The anticipated
freguency will be B trams per howr (e, g headway of ',»’3/3 wHnmesl

£.4  JBTAG Appraisal
Mt MacDonald have undertalien & STAG 2 appraissl of Line Une suamiining the key issues off

Environuneot;
Saterys
Foomamys

R RR
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svand Soolal buhusion
The matters arfsing romsholr soslves are sobout in detadl 4o the STAG 2 report
3.5 Costio Government

Ax partof the STAG wpprusyl Mot MacDosald huve undertaken mn soonomir amalysis of the
progent based on s revennes and o8,

The cont 1 povvernment sets out the net cost of & propased from
iewy, which cun then be compared with e vverall benedits of the s
e main obisoiives environmont, sufely, eronnimy uiesranen ad ¢y Thie comomic
inpact of Line One s provented o the tubde below. educh sunmmres the mometised benefite nd
the scheme in torms of saiely and coonomy aud then vompares with the 0ost 10 govermorent.

The Prosent Veloe of Doss (V0 1o Govemmest 1 sna é lfﬁ 5 Mm iim ¢ Aawa T3 W i?h ﬁw

Presen Value Be
Ratio (BOCR of 1.2
arsand this Cenpral €
henefatothe rwn»moucﬁ«w abwcmw 3 rengoase ior

pubdic sectn’s point of
i aring all five of

; e coupled withthe
i f},ﬂ,e has been made.

- Presemt Yaluo of Benelius (PVED 2235 miiam
- Present Value of Costs (BVE) :

- ot Present Valus (NPY) - £40 million
Renefit Cost Raup (808 1

The misomabon, partcuiarly e NPY, is apalysed in a Gifferent maoner 1 the fnancial busis in
the rest of this Prebintinary Floancial Case and the rwo should not be confused.
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S
{A‘)

el
A

1 inbtroducton

Approprigs '53'3:'& srapsler is 213*;&113}3%1 dter pehieving value for money forthe nam sestem
Riskssh oazié sy ries best pluced 1o manage demand oo e wed g an
fnventive t the ;*”;x\i» seCtor 1o ensare that the Council's prisury obiecnves for the praject are
it ihzx outsowroing of nish wd U masagermey wiold leave tie Coan
£ 18 come fanehons.

Aie i conceninyie

Risk is asivnificont factorin o) major cupityl proveots and g Koy eloment of duis Preliminary
Finunvis! Uase s been to exuming the visks inheront in the prowet, sdentufying how o stigete
ihese 10 a0 hleve greater corlainty in Cost and tme extimades.. Since the December 2885
Prodivainury Frumois! Uuse Seors s beon considerable forther developument in the nutization
and quantification of risk. As the protect bus progressed through s devedopient Bleoycle there
hos heen my oresing sophisticanion in the tie approach 1o te sasessment and msgement of

Bek. Fuasoles of the e Bowrds noreasing risk management focus are setou chronplogseally
below,

Sdy 2081 - WEL Feagd

e ;:t 1 Jzo feas iv s;ziz;%g

ity Study for g Novgh Edinburel Repid Transit Solution - A

1 th the prolect wore ientitied, catezorised and
d oo o the Tiest time. Andorsen, Steer Daviey Glsave
[2, z:ﬁsi's@sﬁ sheir Feasihibity Sty for o Kords Edinburah Rapid Transly
céomw; B jaﬁ ’;:}63;5‘, Thiz reportidenified fhe Tollovdng sreas of visk thy continug 1 be
redovant 1o the prosent day scheme. The majority of the riske identiied related o schems
developmrent sud consruntionaativities, a8 shown below

Tmpact Rigk Aren
ity Taverdnm On-Strees Interfoce
Procurement Shstepy Technical lesues ~ By
: {lurent

Land Acguintion

Level of service: Frogoeney
Planning Bequiremenis

Jepod locution, scale and

Fromtage Avonse/ Trads ??i?h 1
Aacess

Bouwe Lengh - B onuroff
Envirovmentsd Issags arget
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gaies
53
SRSt e

Lpact Bisk Aven

Mriwork Radl Bivetzos Fleat Costs

Rosd User Charging HMRand other Approvale
Operating Pxpenditure - Procurement Statsgy Level of Sovvi

Level of servies: Stalfingd Mainienaneed Lifecyole

Sie urity {oste

Boud Liser Charging Depotfocation seale and

fuictum
Fevenus Protestion
Boute benpty % onoroff
sireet

Ticueting

Revenmwe Patronaped Reventp Rovenue Prodectivg
Porecass

Competiition ~ Bug
Procurenent Saatepy

Programme Lihity Loversions Network Rad Interface
Land Acguisition Comsultation
Planming Reguiremenis HMETL and otbwr Appmovals

?‘mi‘imgu Accessd Trade

2 - tie establiched s 2 100% subsidinry of City of Edinbureh Coundl - the was
fishiod with orporaie governance Hat setout fevels of anthority rolss and

5. (e 10 U DOoparate oveenanse was priviecs and sk munsgomend processe
part of the delivery of the Tram Lines. the will continug tn susure that the approprisge

z,f‘:\?t rm BLE QoM d,\ are h; 5 3¢d i the stazes 0? Hedevs opmmi of the fm syatom, Hie ‘mw
i ails ot

nun 3311“;&3&133,«.:?&;?@ Cf)f)t?ﬁ;, &

September 2002 ~Edinburgh LRT Masterplun Feusibility Study published on behalf of
the Counetl < Acup Troosport Flanning poblishied it's report o ths feasdbiliny of the Nosth
Edinhueeh Lonp (Line Dol snd Wistihane Two snd Bouth Bast e Thrsor Hines
highdighting the strong case for fndividual Bocs aod potonsial Improvemenis and coonosi
thrvagh a trase sotwark, The repor stecssed Key risk sepeors inclnding revenue vapastnd ‘f‘ e
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journey tawes, need oy service diversion i mitigate sk of disraption of wam operatorsfutility
providers and consideration of tag as whante works 1o the man works, and need for prester
snderstanding i extent of ad soope of potential ransfer of revenue risk fo private vector
pannns.

Decembur 2862 - Appointment of Technical, Legal und Financial Advisers to develop
the 5TAG I sppraisal m{i support the Parfiamnentary Bill provess - Pan of the advisors
brict for the project v the detnided idvatificatinn, guantification and mitigation of risks
asapciaied wih e Tram i énszs Thie built on provises siudios nadoraken. Additimally de
assossmenss of ciok oy part of the 3TAG 2 and the parliimeniary process fod dnbs tie's maping
Tisk managemen

L REOURNNEE

April 2003 -Poblication of revised HM Treasury Green Book Appraisal -HM Tresany
aificially lsunched de revived Green Book, Thus ser out o ninher of major chungss as i the
assosstent and quaniifivation of disk for somioe oopitsd projecis. As g result of the revised
coidance te rviewsrd 315 rigk assussomentts o susure that they interpreted gaidance accuraedy.
This was doas in consultation with the 8E,

June 2003 -Appointoent of Risk Manuger - In revopnition of the imputanee of efficrive tisk
munegement Bie appodnted o Kigk Manager. Ble defined the rodes and vospans :
Ranseer such that o reguired an dndivideg] with & deep sraderstan
procerses, olmiones ad auadvucs

Devember 2603 - Prolininary Financlal Case - Gitnt T nton reporied the catisnale fiw
Dpeuioy pIosursmens Opins ¢ cial samlveis of cach Line. The eoport introdiced tie's
Cpracesses S the tmernent of sk inchuling e o0t proieh ok and mitigations

wdentibed

April 2004 - Publication of NAD veport on Tmproving Pulidic Transport in Ea”}aad
throusds Lipht Holl' - This et ina a;ﬁkiv and wmg*m ensive svervisw af (i}e supd ;md
Weroninly &
SoRtaing umfu s:u;dq»w Fovr tie andd the {‘.':szm
projects s sepavied e fliows,

The priscip Mi lzssang lperned imm gzsmou,a

stion - MNAD Wendified 2 number
st dn the 1K and

. “st«:i m swercnme Hese, which included the
;x«»sz ?m ancisd patosance of cx.iaiéat}g scheres feading 1o Bighor riskdriven oost of new
schemes, and recommended the adoption of better risk-chuaring and new prosuroment
comtravt structues that f:'néz:mcr; ps‘is&'are. seotor ovolvemend. As g oonseguence. the NAD

<

A

bettor stnodardisntion o desipn of systenis, velhucios and
wethUds of comstraciion using sxperience irom existing vrstoms and
parirering with prossuters of other new schemes;

Seek ways of nupaging visk and reds.m*w the costs of iy
diversion including questioning e seed Forspocilic dvsmion; wnd

K

-,
L bocte

&
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% aie*w hie 0 vosbeltently shs aod Conr siciures s d meus of

VOV

$oR)

This eepors contained 3
baplemenation of Hgly
benchmarked @iy "a,z;»s
drateny. Date g*'
Qrtesy sl
13e's paper was i

daticans i the appeaisal, developronnt smd
5. P; o110 ziu, NM Feeport tle bad reviewed and
& iy

3;‘2}5&?

ull Covncdls {23;:‘3*’3%3%0355‘3 18k My 333'%”4

oo

M;w "8&%~ i}};}@.;}immt of Transdev - Asponn o the de wifm;m& of the ;: ooure

Cloar that borr value could e ohiains
&(? ouf*h augzem;: He

"':Qi"?i

8 e;s;z.?,wpﬁ:m.a? svstern te dwelz;}xd 3
92. DeUEe nr,.m \73‘.;*:1{&;3}; 10 evie fix@ mriy uwoi vement of the uperator, Transdey are ;;s‘evidia e
travn opemtons pxperiss woensore tat the desion snd development of the infrastracture 8y
efficient us prenible

June 304 Publication of Audit M@ﬁfm@ repor] e Masaresent of the Holvread
Building Projppet’ - This eport highlighiad & nember of lov vt G msjor capital
projeciy. e haes reviswed this wakes ng aore of the lessons foarner
againet e wrent procarement
sorne arsad o 1 procwement and &

Judy 2064 - Publicotiog of DIT Procedures for Dealing with Optimism 8ias in Tramsput
Plappdng « Subseguent to de publicatioarn ¢

2 revined HMTj ¥ Looen Book lnwchedis
Al 2003 the DIT iscond petific grada

se08 the appdic i Bias. Blels
teawrant of Optiraiss e i Sentien 34

ehurne with eporepnate ok
1 ii:se sl Bl on fesnos b
1O SURDOTES TR
e clechives

manrrement,
onaher projess : 5
munsoement wd &wis;e;is:fzz m dix! ng ami ,“i o3 KLU {3.{ the izoiii{rsw'

Hidennitied nsks 0w Tmadiun vl
coudnd risks 1o e parties bewt 2% :
4 silture oF pisk awareness {not vidk avarse emesyy be crewted;
dedivery within budpet andon Sme

provide 1 Bully fonetioning operations! seraige; and

obtain support from all Rey stakeholdess,

w8 8 & 8 @

the has appuinsed experisoved advisws sovering padiamentury, legal, fnancial, eohaical,

operational, sovironmensal, publis relations ned commumicatinns, fand and prperty, surne,
project munugement and ¢ “;‘umiz\wﬁz{:&z: sesnsadvims o ealiss axcessiul proiset 3o
addion 1o these advisory, te ie sseking it substantiafly mitigate vek teough the onguing
invotvement of Transsdew,
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Dptimad gk gorafer diotates that risk is wocated 1o the party best able 1o manage tha dsk
This in turs requizes the woms of any coninact & be noyotiated in ovder 1o achivve the optisad
ik sprend amongst the participants in the profecs. A ko elomens in dotermining %xma byt i
manags and mitgats e ik hus been the evaluntion of the sppreprisie provurement route and
te conclusion of diis ansdyny which 18 set out i Section §, 13 1o separsis the Uperator and
Infrestraciure and egwipisent supply vordracts. The comsequence of adopting s apprisch will
be to allocate the appropriate sk 1o the Uperator contact and similarly the appropriste deks 0
the Infrastructare and squipment supply conwact. This separation &8 helleved o offor g
fundamentally more sluacuve commeriial packige 1o bidders for the smxpeciive contoots anid
shonsid, 83 2 conseguenie, delbver a bovier valae z‘c; money sodution to te and the Toancd the
and e Councid will vevn cortidn nisks, poiaddy 2 lope propostion of evenue rish,

shrninmy Flosnoial Once, 8 and s sdvbors hoyve ounsidersd the

rﬁ $ireen Book OGuldance as dssper e HM Trossury and have discissed the

sy of tas guidande i the Line Une prolect with FUK and the SE. Further deiaii on
on apphied and 1 dmpast oo the Bnarcial modeds b sed out elowe

R

I pddition ¢ number of senaiiivities have bren ran within the Ginancid modelling sxertise,
designed 10 siniinis inkey finangial ceks, principally varintons fo inflation and intereyt
rates: These spasitivities are designnd to fest e overall financiad robustness of the projedt, and
to give an ndicauos of bmpaet of Bey proient risks on the finsacisl strociure proposed. The
resuls of this exercise ars et oul wn Setting 1Q

24

8.2  Approach o the ldeniificadion and i’*éiz;ga‘cmn of Bisk

tie bhu adopied & ostraviarsd &pprua;s%@ o idunulying, wvsessing and contnolling risks that v
emprped during the toarse of e Suuign dovelopment. tie hus onswrerd the e of defined

rink el ac z:f;iyze-a.{h iy rerog "eic‘s onethuds fo wdentity, clasaify,

.21 Risk idenilfication
tie and o'y advisors huve idenulied provect risks through wa rla Hps, SAICEI fevibws,
sxperivnve of other UK trarm progects and recording of nisks throoghout the development

process. These nisks have been recorded U 3 roglater wmsh hus been further developed fron
checklise contuined in the following pubbshed hdustry suidapcs.

e BAMP: Risk Ansbvsis snd Management for Projects;
o CIRIA: Funders Hoport developing a risk communicstion wool (BiskComy, and
o HM Tremury Roview of Large Poblic Procsremnent in e UK

522 Thrrg of Rigks
I ondee Bopview tuning, the visks bave born copnoieed o onder o idoniidy the cisk fevel of
canh of;‘ the following five singes of the proinct and o onsure visks are roviewsd and evitipsed fie

vach sage of the project

Phaneing - STA052 Appraiaal Prelinsinany Fzzwszcia?, I8¢ preparation;
Appiication for Povers - Brivaie Billprop :
Progorsrment - Uperator asd Infosinin ‘*=«’§‘ugm;3m oL SUDpiY coniraniy
Comstniction; and

E-BEEE S 35
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o Cwergion,

8.2.3 Caisgorisation

1 and ite sdvisors consider s they have identiBiod ol sipntficant potential risks o the projeat,
and idenify the naed for ongodng sfine o identify and manage project teks. These risks were
catexoriced into the fedlowing groups fn sooordance with HM Trenaury piidance: -

Provurenent
Prodect Speaific;
Cliers Specificy
Environment awl
Extornal Infiucaces,

LB S SR SR

5.2.4 Riskimpacts
Eack of the praswel risks have hoen asseased seainst the following principdd impesiss

Capita! Cosis)
Operating Cosig;
Revenue;
Programee,
Guality;
Functionality; snd
® - Asprovability.

L B R R SEES

C?if" thase areas, capi-z:zﬂ 4’0%{3, o;wmii:n"f coals, evaaue and‘ wo;'kc Hur mm {axmgm munet hee
on adopted 1o
;;zmﬂmiv the 3:,:34;)4@ f mk 1 aconrdnnic W aﬁ} i:-ref:n _8003\ gmdma& ihg Hrst, has been to
sadculate the Cptimiser Biss io be applied to Capital Conts nod Works Duzation. The second,
has baen 1o apprades the nskhs assovinted with opsotios vosts and ievenie temich seasitiviiy

8.2.5 Risk Significance
The sigmificance of cach sisk has been classifiod by meana of & S-poir. (Awsmalinisw Zesland)
systern for combimng likebhood andimpact of sach rsh. The sconng wasnondected onthe
basts of an diocation of a vamerivdd «Wi“iﬁ mfzkmv fwm 1 wd, mth t zmkmg low 'md

vanking high The nwsencal slocauion for Bkelid e
ranking of that perncudae rislie svees
the cotepones sboverad 8
onder o assees both thel
elak proe o mmitignton sed followdng mitigution s order fo mok and

5

was then "sedred ’w z&i@ and 313 toch ic'«z:i ard fitancial advi

Kelihood and dnpect onthe pro;@m Thes bas beco assessed for euch

s autivity,
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The following delinitions of Bhelihond Bave heen conasu

Leved iikeithoud

3 Remuge
2 Linosugl

Y

Poazible
Prohoble
Paperted

L P

The following definutions of severity hove been sonsistently adopied.

Copex {
Lifeorelel s

Level fipast

Opeyd Revenue
% per s

Prograpuns

i - Insignificant o 8285k Up o 25k Lipto $wesk

2 Sngy >E28K 1w DUk :»-f:‘“’ o £100K 1 >f weeki o 2 wegks

3 Maoderate SEIOUR 0 PSO0K | »EI0K o £300K | 5 weeks o §omonth

4 Nigrificam AR o £im :»&lﬁi.'{}k' tofim | »1 month o3 monthe

& wEim »Eim ' >3 months
When voanibined the belibood snd speoriny of the riske have deen pvnlusted and prioritised e
follves,

bt g:m?w*isacr v
Meglinibls Risk i}
Lo Risk
fediom Bisk
High Bisk peil
2k

A
it

5

4
§
&
X
s
30 ]

AN
o
ot

Nery High]

5.2.8 Miigation Faulorg

The exient wowhich risds huve boen il
it vs, (00 means that ngl
preect rak area ave fully nutizered

sted

Mitigation

.27

Reapormibihnes wers wlscated amongs e, various Wodang Uroups aml d
and i paviiosdae, o dovslop sk aination saatepy. The oish ieitig
s 50 be tahien £ i

understandding of te ik idi&nzivé‘ﬁesi thi #0tioms
by whom wnd 10 a8 sgresd Bmesos
Yeritival pail e Being vithee :z-ﬂdamma b i iy
"mgui Tizwx ks

VRGBT

an

A s eended tha e ask

36 ussessed and ne
i oA proieet visk e e i mitipared

been maasged by the o onsy

retie
B

progresses, and will be g utifiacd by the as 3 lve vsk management tood

%im sraiogy 5
& the pect of the tish,
s, Pusthermong, the list of risks was m*éewcﬁ widentity the
spie, or Boe critiesd tothe snonoss
5 are addrosced in an ongnd
wistor will be updetod rogulardy seothe praies

red by amit mmm: factor,
A 1.8 msans

o sk in g

cioreach rsk
IS Out an

5 i the
e
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5.3 Koy Hisks
fie has developad olear wd sotive provessss 1o provent und nan
with indastry best practice.

o~

831 ?%fizs:ks identified 7o Dals

the xe:i\ u'i srtaken O nisk to date follows 5
$he risks 1o the scheme Can be aliovsted o e g o pringip
adingy Termuuation Bk © contemporary sl Fuations.

vine and

FADRSIRE,

= Development Risk : desizs and develops m"z schome approvalvand procurement of all
scheme compunents, and activities 10 be concladed prior lo comimentement of
comutrection,

s Lomdrection Rigk 2 advance worke ik
sonsSTMCHon, prolecl mansusrent und Commissioning selated nsks
Perforpance Risk  standands snd defocts related mishis ovowrring postComstracion,
Operation Bisk ; repadr sand repivosnent ri. s unpacting the schene dering vossatis
the system tourwith DRCF Operator risks). '

g sty diversion, muts frastrerii

e

L

e has wlenified Be dfullowdng ke

_areas o the infrastrenna LRINPOBLRLL,

Dovelopment Risk | Uomstracting Bisk Berformange Operation gk
Risk

Fatlure o acquire Incosrect cost eatirmates | Batent defesis 1o Legisl
fand i afrastracture change
Fooores: me oxtinais

ivefmplaiony

Changes i iw

wpgd 4 sah conts

Unforess

& s
e sondmony Chunges i YATY
ﬁ Dofnudt by sule
: 'Tnﬁ <;c\ec Loroniractors
SuinlenARCe COStS
- Pour contriciug Indhnid wenoy

iwdoriave with vebicle | ‘inu\nm: mrzmm sk

soppliersand s | | Failure of systern
- integratons Bolavin o - intepration
| 1 the sites ; Residaat vuloe redocsd

Fatlore b momed
. perfommance
standards

Imoormsichunsof
soans vehnles

Delavs lnadvaner

works ] Svatlabitay of tum
Third parte slaine nfrastruchue

{ ‘i’tavm;ﬁ:c indesign
aquized by the Compensation geents Relief Bvents
Operaior

Deday svents Force Malours
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- Development Risk | Constroction Risk Performunes - Operatbon Rigk
Risk
- required by the Force Muipare Termination
- Councilitie
Torminationg - Fudlure to sparade
Fasdwe o butld 1 tonew echaoiogy
tﬁ(ﬁ&!}’.‘? i 5f53\§ RIEE (cfj"gdi:f Ty §7€Sii}-§ii§i’lg n
change sbsolesoence

Changes i tuxation
Changes i VAT

Sonimachr defaul

Pogw projet
mansgsmend

é{w:zz CORMTROLON

For coann 33
A

SRR Capial Costs - Third Farly Gosis
tle untivipates téze i’offis'*wirz-v' eiez’ﬁsms af C:a;pii:si xyos%imz» have assovinied risks, which we
farecty a1 ihe iz il outtarn vost of the
scheme. §. s consadery : ;:czsmiy mitigated trough the

"z-,iura.:fzv mf;zm“ of wark undenake b

wuical and land and propurty

anility diversivn cosls;
land ooty assectated with avquintion, mpsrary diuraption deniag comstrovton ned
CORNPRRAtIE

vehit
Network Hall cosiy in"zfzztuu;zw(szmz of cuninment, Jowse
mm* <;;:ttemr B R ;:&. i, 4 g ‘ré iz(mos ":.{3

ol osls;
SHONS, cOmpEnsSaton Cowts o
*“q‘{} et of agrscmant

casibie wroass wnd

LSRN
S
fete

sedaie to §< wiaimc, i and oonslraction fisks, As :;%;e zisﬁs,ign, provurement of componens, and
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S iy

crmstiuction of the tram takes place over the first thise yeurs of e g aionity sf risks
that are inherent in the dovelnpment and consinuction process oocur over the Hrst thres vears of
tie contract for bath 2 full and phassd svsienm.

538 Opurating Costs
Seneitivity tosts were undertabion tn oxantiie e imporiance of varfous parameters Diehicle
;ﬁe;far;mn;c signal opiimisation, boseding and aliphling wrangementa, stop design, ¢1¢) on the
srveral] operating cost pucformance. Teals were alvo anderiaken 0 assen e effect nf
rationalisation of existing bus servives within the nevwirk adong competng cotidig the inpact
of chianges inspeed on bus operations wod the resouee bngdicay

534 Reverue
The LI mode! development included 3 detailed moded calibraiion and validation stage. In
addivion an independent review of the maded v undentaken by 3 wonp fed by Professor Roger
Vigkerman, Director for Contre for Buropeun, Begional and Transport Beonomins For the

il congesting ¢ za;gmv wtudy it repurted that “our overall sssessment 18 e they have ared
on the gorservative side”

Bolloawing the develupment of the model a Mude 'ii rf? andd Appraissl Worbing Group was
catabiivhed to roview modeiling related fsvues as wnd when they wrose, and deaw on e vollecnve
ssperience of the working group members ag W ,i a8 tivzr* wider modelling oxperiise within the
associated consudtarcies, The Working Group mambiers were drawn from the LUTE moded
development team, 8¢ and the appoinied prgect o ,
{ilenve. Mott MacDonuld, Babis, Faber Maunsell . ‘Mm*v ISBUES WOrg 3dm ied:
they were quickly addressed and modificalions inCorporaizd vy ﬁzz;z the modelling suite. A series
of fechnical notes reported o the 1asues and thelr ressiation us ey arose.

ang Halomree

A sevies of sonsitivity tests were undectaken 1o evaluate the sensitivity of the demand forecastng
yesulis in response fo small changes woschome sligmenss, plinning sconuios, yrovab vates,

prvameter values, park snd ride, ete

The model g ot the cutting edge of the "ot of wanspust modelling and is cupible of mudelling

e interscion between vy factors infhiencing waved choive that were not previously taken

Hua zosount. Alhoush it doos pot sinuluie ol movenients, it provides forstass aomoss 3 rangs

9ri0 sts thal are b §~: consistent a-r.:;iv mdficzz:t.‘zm of the fevel of change. The dscrease in
i cmaidsmtifm increased the viecaii vl al

: sast althounh the number of variables

peof m;;z‘:&deme in fncrvased (Monie-Uwrko type risk wodysisy

sars of operstion, puteniyl

‘ wr it “Rgh Jovel!

AR t;:i ih{:v cogeent nnder. e anticipatsy that ares
‘mi vhe id‘{’:‘}ﬁ’w’d ?h-wt wzﬂf m; e vais Teuding to farther improvements of the

robustness of catimaes.

5358 Uile Cycle Cosls

The project lifecyele hos been sssomed to hie 30 vears. Bstinates provaded, by Bie’s technical
advisars, for fifenyele costs have been cacied o o parsliel, and throuph detaifed consultation
fetween individual fines. The resuiting methodology for developing the wstinmatea hag utibised the
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sy
O

v‘zsmbiswd previous f“l‘;}t’»ﬁ%i}w tncluding knowledge of conunercial sates oo supply of
wintenanee servivest, which covers the development of iﬁ‘ac vaily every modern ram scheme
i in the UKL

This approsch follows industey best pravtice, and i e ot appropriate methed of (is:fmz ny
sests. dncanh caso. 3 Oompcrvative “px«: ady s adapted to definmg Bleoyele ttervads and
tered Tiny and providing o “huln”

s Of the acieal costs pxoceding entimaies,

wien

oR

e

Thaa
generativ

srasenthat w thoroueh, methedicn! approschr has beon wpplied w the
t‘_«zi voste, The vonsisteney o appronch between He's individual Bae
yomaﬂm;tm fopether with the combined knowledge of both teame = curding exisnng Uk nm
scheaies, ensures that there 15 2 Righ feved of confidence in the robudtness of the carimates.

SR8 Programms - Dalays

e have idennified @ momber of Rey areas where there aee significand risks of delnys 1 projest
programee, « hdlows,

hidder futinee deving pepotintion and
COMPEHNE Prodects Cause lcreased Gontucion puriods.

= bl ;

= Menwork Bl

» o obpctions

= chanse of Trussport Minkslen

w  Purlismentury tme with other Bl ander sondidortion
= hack of murket wppotite intheschane;

= wek comnninicig betwsen tie nod the 3E;

®

®

As the constnuction of te um tekes plaos over the frgt e vears of the prect, the ainaty
of risks that are snherent in the developumsnt and construclion process oovur over the finst three
yeurs of Whe congagt

5.3.7  Key Hisx Mitigation Underway
the will continue 1o upply sigpificunt effors o dentidy, analyse, caterorise sod implement

shyaned mitigatios Ry sl sk

Al of the risks wdentified have been discussed 1o detadd batwern Qe and their sdvison, ang are
such suliect o a rish pulyation strasgy 10 mimimise, where possible, their Hielihood snd
severity of tugwot oo pradect dedivery and oporation

the v seeking o absunuddly forther n@tionde sk dunugh the invnivement of Trmsdey vince
Sy 2004 i of the plunued phases of Drode d velopment

In the “shoet term, Be's bomediate foces will be to mitigute the 1isks associated with the
’i(‘"&i};ﬁ?k ot of this Preluninere Financial Cuse o snsurs Tending basues do not deday sehetae
tefiveryy working 1o resolve fsaues rabsed by the obiectons o fhe soheme: the preparatiig of
e’«zvdcma for aubmizsion o Farfiamsent; and the invodvenent of Traasdev mrpviewsd the

carrentdesipn of the propoved system
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L
3%

markgt for i:i‘a{-: mnmud:;aen of ‘ﬁ’:k- ram %;s(um e in unde
potential Tnfraco consurtia members: the procurgment of desiyners w copymence detailed desien

of the syatons: engeging with MNevvork Bal and
and Vebicls prooiemsnts.

Public Unly providers: and Commenes Infrecn

I the ony torm fies focos will be relaied 0 the comments
sffecting g Uontreet wits Infracs and suplementation
apsriiors,

E.4 MM Treasury Gresn Book
The Groen Book eivow ih: HM TJ 3%
inherent in develop
methadology o ‘th.iiizﬁ‘b ¥ b

fis impact. For the purposes of tis Pre
considen

prqiect 41 earls
sovelope; han one which i e 0 Conteact it it
"iovfs & theovetiod favtorw bc zzp;aizm o the capial coste of g podect o
nis davolved m mtigaing the wpact of spendent apon
;‘.hc nasure of the project based op analysis of proviows projects. The Green Book does pat
propose any Opiimise Bias adiustoients @ prosent to oover oporating costa, Blfsoyek ¢
BE revenu
®  Amerdoen of the discoust rale - Prigw 30 the rovinion of the Grevn Book 8 capital
peoiects wers discounted st a rate of 6% phus RPL This however has been superseded in
thut prowcts are now discounted at 3.3% phis R to sstublish the NPY of the project,

o tim and the
s Nandard ficioes ure givers

sLs

541 Oplimism Bias Applied
The risk sssessrornt poderaken by e badsaken as 4 starting point the fact that the mroject falls
within the Green Book definiiion of a Standaed Cvil Hoplnsening Projett, dus to the number of
sther UK projects thas bave hevs developed, and 55 2 consequense the maxinam Uplindsm
Bias adijgstment per the Green Book to capitsd tosts sod works deration 1 44% and 0%
_respectively. In determindng the sppropnists lovel of Dptirasen Blas o apply I ;
accout has (o br* ke of the npornus capital costing nuediodilkeey m;piovr:
advisors, it B, determini e cose based on g detndled enripeenag ansbid
and atiliming the oat-tarn costs of © member of Tocent frum pGieels. Asy :
capitat and npers oty Have been subies v rosscheching protess bi‘:wren i%f:Lg 4
sl Lime Too eg hmwl whdsors sod sublectto benchmueking by them ag v
projects, B s theretore conadered by tie und s advisors that the Specified {Lspz.m} 3:-(33,
sinchading identified contingency) have heen developed hused on the latest available murket
knowledgs

542 Hecent DT Quidance
DI hag published o puidavce “Procedures for Dvaling with Qpﬁmism Biasin Transport
Plagning™ in Judy 208, This posdance buslds on provious studies ropored By Moy
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MacDonald, on beball of HM Treasary, with recommended Optinism Bias adinsiments. The
suidanoe dentifies the i Four catesonies for the vauses of Optunden Biug

¢ Technical couses imperfee information such s anmussilabiliny of data, new or pnproyen
echnsdogy: soope changes sueh a2 chunges i slativn 1o spoed. 1oad width, routing salety
and eavivonmenial norme; and managenentd suoh os inappeopeinte ouloniation
approach, 1 went insues and ok shavag

¢ Pevchologicsl couses: the rendency for humans and orpanisa
sppraisal of optisiam fowast;

# - Economic couses: copsinichon cotpanies and consuinots having interostdn advancing
prgsiects) and

»  Political-lnstitulions] couses: inferests, bower ang insthutions; and actoes may deliberately
Hedn order 1o seotheir projects o inierest realised,

T

ons i favour optlmison and

The profect Bas nlw boon in detailed devdlopment Tor sone throe veurs. As a conssquense o
the sluge & mx reached, the snalyas, gross-cheoking, review of bssons fearned on other schempes
ang beoncheomking of cost sstimases, topster with the amousd of punzetvn that hes boen
cneriod sast norows the cange of vk s identified sbove, 083 constdered spprepriaie lo use
jower Tacore of 28% for Unpial Coar Optindlars Bias and 108 Weaks Duration Optinus Bias.

2

¢ shouid be pored tha tis oompares 1o saptial ool contingeney of 1US5 identified by Moy
sadd for Line One Thedifferonee beowoen this figue a.;,zdmf-: Omtimism Bias Capitel

i TS

strosat o 18% adde o theorticsl 23 mith
4 3t this staze,

5ot capital oot o the pralet st

The favely of Qptisism Bis, st the sub
i }uvs, redasoed froen 3 oA :
reapesavely. This has been avbiseed duough s ﬁ@i‘.pﬁr u.;zderstzmd:iaz.ﬁ and quantific
ogeihey with mitizution aogoms that ' o thee poinc doevedaps 1 oo
eation waud desion the sverad] fovel of ?f}pzizm’éqm Bing sl resduce Turther foowards the
sosingeney saleulaed by tie's teohn

sion of sk

5.5 Conulusions
13 and theyr ady

3:@3;@{3 aTIgorons appRReh
G bodh 1 termes of soplisg ,
105 xziarzz%ﬁ from publinbed revievs i m

fve in

the guantification and
o0 and e o Iy
nr projests and tram

Ao,

msnigenen of risk whip
$ie have soaghtto appl
schewmes the UKL

mw z*ad mi*} pation wfmt‘-’y i%s rsgk docunenisdion 2
anage prouciively the dentlfisd sk

fry assaming e fanding structursd ootions my ingrementsd Optimiam Biws fsotor of 1429 has
fen upphed 1o base s";ia;‘ui i} oosts and 109 1o works duradon wang I8 Treenury misthodology
This represenls an iorease in Specified Uaprial Cosw of £21 milhon and 6 prodongation of te
consiracuen period by 4 months compared 1o the bese vase provided by s advisars, The
costinpency oovds inoinded sbhove have bees sdvised 10 e by their techmonl advisors, bused on
thetr detatied evaluaton of the underlying costs and e rRpuining projsc tisk. Por the purposes
of the assessnent of e repuired fanding e oot Jo not inolude the slement cagtared within
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the Optirmisn Bias concept which i desigaed o sconmumndate mure sensod contingent sisk

based on pon-project specific fattoes
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6 Procurement Options

2.1 Procurementd issues

The purpose of diis section s ouibine the furtber ook St lie b vnderken i the
devsiopment of procorsment sralery sines e wobnnesion of G Prcbimionry Blaecisl Cose s
Decomber 2003, The tnalysis that hae bewn amderdien las boen based primunily on sxscsempnt
of the cxperience of procudag stolae pridects slsowhere i the UKL

X

in recopmigun of te Gnpeace of the pocurement spprosch 1o the success of the prajest, tie
establishied 2 Procurernent Group s pant of thesveral] sreanus work o oonsider Bow best ta
ahieve the procasent of the tam sebwink,. The rermiz of this group 15 1o anslyse the tesues
which have arisen in ofhey Bl sadl projerts and 1o deterniine the optimurs rowe fog sthe
procurement of the Rl v notwork S Bldindarghy. The group containgd mepreseniatives of
tie, the Council Mot MacDorald and Paber Mawneel] ithe teobuicsl advisnes for Lines Une and
Twoy, TA, Grant Thoenum amd PUK

5

ver e nast fon youre, namerous public ansport infrasirucione feeients bivee been doveluped
aovees the world theoueh un aprroach that bn sowe messure invalves the introduction of e
private sectos in 2 rivk heanag capaoy, I alrporty, ports and roads, it bas beon possible
develop relatively straighiforward funding modeds whiers @ Conpession company takes
respusnsibitity for the design, bufld, Hnsncing and operation of the projace, in retur for the nght
t53 the real Ur sadow revenue stroans gevenated by the sabanced infrastoanture. Io urbon and
inter-urban v and transit svstens, while @ munber of padecis have indeed besn dowedaped,
thelr funding stracturey bave generally boen sipnificamly more Canplex.

This complevity folows fom ¢ by of i
other unsil projects, A sumaary of e suey whith
brdose

vassocipied with ligla vl and

Revenue genvrstion- Lightrall provecty do not, geserally, conerate sdBioient moeemue Irow the
Farebox o ment hoth G capital snd eporating costsesoiated with e praject The public
sector Serelive mainiaing 2 mador sole, comsibating oft or sebsaially 2l of de copitol costs
eather by way of spefront cupited wrantor through a oawterm vervice mlated papment. Over
eptinuiic projectm of farebon recsipls have heen the case of GifBoultme on pradects sonlang

fall wanslor of this sk to the operaion

Secind benefit snd system spality ~ The public sector s o read inferest in ensaring that. in
destan ard operation. the proest moets B8 wider social sgendi e well @ the secessary
comnercial sogiroments of e sestem operawyr and fonders. Thishe alied inwion
PRGECIN B 1 con e and specifiostion aod afbadability.
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ysz o consiaingd. 2 md mc T “miigmr
from the shierngtive modos of

of inteprated fransport and UK O «mp«ﬁzf
from other public tumspor medes iy \dazrmgm he G,L ;-;(‘: s
susiain putronage, partivaiarly danng the sta-up parind,

: o 11’ Q:‘Li »03’(31’#&?',’# 88y
& iztmc& 10 atrant and

Risk Tronsfer- Previous UK projects have pursued visk transler 1o the private sectny and
objective withou! pecossarily ioc FRINE O 11 *“mne‘:d Bih £

me‘mizﬁ imniéazst: ot whnt b

2XIEnsinns &ﬁ§ umwﬁtad ProTureme tvwciezys:. L ha-s TEVidy
as o Jessons o be token from the UK exp
informmation from other curvent UK sohones i opder W s %* 10 a fOi(i SO o’f tiese ?*5""’ :

U

that (-,mi the e fe&m have visied (i;t pr" wor tearns for Leods, Nottingham, Soath Hampsh
ds tipln reits oversens. This has provided

o zmmwmsz & routs for the dovelopment of the

addnional usef A
proposed fipht ral nx,’zwar}:\.

A musher of roconing themes amse B these other ¢

e failure o recounise that the bandine 1w
evaporated;

& - overopimiatic revenus profections catsing difficnives for the Specidd Parpose Company

(SPC and funde

povT project developmen Teading 1o sipufioan cost eascalaton

timescals delags during pronrement and Conrucnon

agEressive competition fron other Tanspost nwodes

ioss of puagration potertiall and

inflesisie prosuiemend roasies and poealy anahoed odk vanaler implisstions.

of uppelite for cert

. TR BESR owad SaES 2

In the anglyais and development of U8 provurnmient waste e has sought 1o address ach of thess

ORh
A

g

G

¥

v-»)

]/ E*«aiauiff 0 Foanlioos

fiiventhe issues Wentifiod above the Pm
it gs}zmg_ the procureraeat visks whic
evainadon ocxeroise was soderiakon against a

s

i‘m Graziz;i% segh ﬁ OH ‘“mm AIRERDS mf
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The key clemests i3 the oririe wars o follows:

o fi with 2o Loca! Trupsport Suategy: S assessed key tssues such a5 integration, sovial
nciusion, eoonomis growth aod congastion reduction
oot and sffordabilitg: project costs, sowres of funding and risk trunslen
detbverubility: dis assessed trwescale, thd party issues, §it wathin the Oity sovironmesnt,
funding jusues for the private sector und practicaliny;

o ncremestal nevwork: s was converned with how best o deliver the exensions w the
nevwerk vdihun procirement lew cosstrainm;

o effertive compenition: this sssessed the abnlivy of bidders s participate in G provuremany
exercize nnd the mdmisanon of bidder compitmeny und

o hidder sonfiguration: s was fpcussed on the achisvement of 2 strony sechaival soiution
and the sourcing of & strong opeeaion

€48 Operalor

Through the procurement process He has sought 1o enhance e delivery of i Bdinbugh rom
systern by combining bust practics wih lessons letrned from other reluted peojects m the UK
and ahrond. The outonme of this work ded 1o the shaping of the procurement roate with o
halanced approach fo risk wanster. and active miligation of specific aress that v puoven

Tu direct response 1o the epplication of best practive the Board of fe, in consuliation wih the
Council and the 8, dewermined 1o Spring 2003 that the early involvemsnt of the tram operatty
was an naovaiive and endeal eloment of projeet risk managemsnt. The poncipad rewasms we;

s sepuration of the operator and systers constraction conacis achieves bigh quality risk
disaggregntion wd conseguent tene s b conme pricing

s eurly meadvement of the nperaior sllows et nse thelr knowledpe n the design amd
sonstnuetion phases and ensures two tings:

L the Operaiwor is fully bought-in s the desigs once operations! and elimingtes the nisk of
redefinition being tntroduced with sttendant cost implicationg; and

o

the {1 ssist i keening costs of comstraction dovwn Guring the
nepotiation of the comstnuction conlratts.

rator’ s keowdedes wi

P

» carly involvemens also fuciiiates proper plunning of an integrated service petwork, espedially
with bus operstions

% the DPOF Agresment allovws for puin and gain shaing woond target onsts and revenucs,
previding forther Bouncisl visk managesment

Fotowing 3 rigorous procuremaat process and detaibad megnuations, which i5 deseribed below,

the DPOF Apesment wus signed with Transdey on 14 Muy 2004, The contiast structne

sdupted by the is now snder active assessment by o nuomber of English sutherities 9% a meuns

resoive some of thelr execution problems. The recent NAD report posised soongly o carly

operaty yrvolvement as 3 momns of Improvdng e execotionond tram procurement and

achieving 3 stable and affcrdable wystem,
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S

Irﬂﬁz;a;:\-a;.’g??é a% aine assis in mumgzm e

Lm:;}w

G381 C‘épwczmr ;.m aeremend ap;}mach

: ism»n vosmnal W e giréz*mz,, i f"iﬂwsv GR 2
z st the rode of the DPOE parner:

Alsom
Fast Gooup

Tn.z}&d« v,

con incetinps voverad = ot sl olithe following opiow

bus-ime Intepration;
T ri’ 835

s fhvacing %”mm thess dmu»aacna W '%te i iwi"& ety

i vn gtm ?azz‘?ﬁs‘f "ixzi
W :3;:33:3 W z::sz;s} g

5% £ cussions sre 3o oug be
g p{{ WRTEnICHE

Bus Tram Integration

Cene 'ziig the ope amm wers {,i:?:é"“: dide with the framework sutdived by fie for the

dovelny 1oy 13 form o ke&‘ ':iemenz i the Rasess et of
baghe v
weponang

Remunersiion

Anowlie of the propoved payment mechaniams wis shared with
stlestone basis during the indtial phases sl 8 "paind gain” &

nee R AR hweé ey fared
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vosts and vevenyes duriny mobilisation and oporutions. Mo mnjor issues repanding the sroposals
wiry noted.

Operations

The questuns of fues policy sod e ogorators degone of vontrd over these B & svmor et
on thedr antitods worpveme gl The Coung 2 s 1&;\ B et to be dovelnped borelation to gum
farce, however o subsiantal depree of contrad will pomadn with the poblic seotr vhivh detrauts

Trouyt o tull revenoe transfer as noted ¢

fa wrms of operatng fraschise length, the operstors had varving bless us s their preferred
inithal contrast peviod, renewal opperiinities and treak poants. The preferrednption ol the
Procaresnent Groap, eondorsed by the iw Berad s un mma% W ovear contract; with w sptton for
i“iee wx etend the coanvaa foy g fosther 3 weans s ¢ ront apphicable BU
gisiationy

'

Infrastruciored Bgpinment Pooyision

e of fi%%'«::iz:‘s’&%»"sm beld i refation tyindrastructore and souipment provision
naress, oy otheowiee, of an apera i 1o couple the provision of
werating contracy, o the infrastrnciore sod equipment supply
% §3c‘i E et m;z visws. The mreferred option of the Procurement Uroup
Was i L.-e(\wd o the bas wre mEinenancs bed it with the infrasington
provider. This aspesd romains m»:iw damﬁ e Ueovedopamend as pad of the fnbrastraciare
PEOCHECITEDE.

&

Risk Allpoution

In relation o visk shazing, 1t was apparens that although operatis have contemplated and in
sossarily oonsidersd B0 optirosm
b as control oecr Tare se

ST casty avcented Tevene wansier slewhers, (08 was nad
sohution for enther *::w yub Seoar G ;}u vite sector, Bacions s csving,

oy zize Quiset F‘a Hoakne

o *”*s'mgu muéﬁima 4 ii detraiy fzozz\ itiii ‘,'v“bm ot iz<
soToers Over e s ik wan -t :
vears wis aiso Inghbighed

Thuing’ Resourving Issues

co thadr reguirement for g compact Boeused e during the developaront phages,
with mvolvement of sonior individhals who fpve Bve o operating experenes. Long o
cempnitment i the Bdinburgd profect was also bighbobted wa key, with a Focor v the
contintity of e sereor team who will fead de sotoed munageroent and operations of the proiedt
throucheut e provesy, The pperaiors sers made aware of the yoponameeof the am
:';ra;x;sed i dieTs overndt evaduation of bids wihes received

Preguslifivation Provess

Polfowing an D08 sotive issund by Seon 17 Jome 2085, six potentdd badders submitied pre-
srxdificaton gostivsures: The sicbadders were:
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it

= First Group,

= HTM.

& e Via GT1 UK lhoted bnoassocistion with Paross Briskerhotf,
= Natimad BExpress

&  Heronland

= Tranedev.

w-oualificabion yucstionnals e es of techmiond questions deatyred o elicl the
rated gapenicnce ond capabiiity o cond idates in providing these services, 1 9
sined & serizs of financizl Guestinos devdluped o slfow an assvssmens of the Hnavcial and
seonomiv standing of cach of the candidaies in reialion 10 the DPOFE spproach. Dandidates
were also asked to return signed bid conditions, derding with rudes of tendering.

Following the evalugtion process, te mnvited four bidders (Tirsy, Keolis, Serco and Transdevi tn
respand o the Invitation to Negotiake fasved on 25 Sepember 2003, Bid sudunissions froun the
four parties weee reveivad on 18 Wovember 2007 Bollowing bid clanboations and neavtistions,
e soleniod Tronsdey ue it niefonsd purtner

The DPOF approach 15 dosigoed to poomil flexibility for incremental development, ccn:%ﬂmiﬁz';'
and dedivery of the three Hine core retoors and its ;ﬁ,zmcd cxpansion, The DPOF apy
covers Tour disting Bidinbureb Tram Nevwork Peojest Phases creaning 3 framework o ;3,?1
eguitable balanoe belwne ps and rewards. An outhine of the avtiv

: Lie% e zug;ri»é
with sach Posject Phase 16 given helow. 1 should be nuted that te bas the abilify jo ermingie
the TAPOT Azrcened prior 1o Pliase 1

i resgmzas..é 2

Development (Project Phase &)

he Crporator wondd be engaged with He and its advisors to deploy g
expertise o nomplsts developiment of Hig's requircments for the

ing thiz Projers Plase
apsrational and commereid

systenanirasirucione

ﬁ

Infrastruciure, Equipment and Yelicke Procurement (Project Phase By

This Phase will be conserned 99ih prepuntion for zm*&«tr ere vebicle sl equipoent
prosurement {oirving Rovel Assen: w the epubling legislation for the three vore network
lineg,

Desizn, Butld and Conmndssioning (Projed Phases Cl and 03

After wward of ¥ vontract Ry infrasteucture, vebick and sguipment delivery, B 35 envisuged tha
the Opeaator would he 2 nerober of tie's projec! managemend learm, The Operator sould
srdertake eystey Heation during this Phass in order 1o prapere foc full operation und
complele Aonnmonts on seevice I psting.

e

Sperations (Project Phase I

Paring Projec: Phase D tie
noemenialiy,

Crerstor would tun Lise One, acoepting furtdier o setwork
The Opseate would continae Praiec: Phases &, B and O developrent

TRSOOOOOO49 0062




pannering functions, a3 reguired by the, i relation to Dither Lines and espan
g mtwork,

n bevond the

R.3.2 DPUOF Risk Transloy issues
T fsnoy wereseen s o DPOF contrant des

Doeration sud Performanse Bish

The Dperster will idtimaiedy e in diy 1o-day conirod of progect performance and hencs the
quality of service provided wrthe public, However, the fbandations for She proiect development
Heowih te e e advisers. Doe of S meie Tactes invodved o boinging onvan Opesdor during
the carly ph\z\fs ufzm w 10 i.i;;f:c iy yu spec v io the Jm’nﬂgﬁzcnwi the netenrk,
and hence y fanilitn delivery platform Tor the e project, withip
: ¢ Procarement Group that s approach, which
fas been endorsed by the Cmmc‘,i gm}' supporied by oparton interviewed at the PIN stage,
shoutd allow the delbvery of the projest wmeet "@ih the Uouncil and i regsrernunts,

To addross fesues of porlrmance duving He oponiting phaseud the vonteuct the DPGY
Azresruent has heen structured 1o ncteporaie & Pionent Mechanism which te belivvey offers
the Operutor no appropriste fidkifrewaed share. Hes proposed peyment mechunism is vel st
bedow, however by surresey, e Ooerntor will be nesalbed under s ?x%‘*"i sepime for ngt
dedivering service to the requinsd speciiicanion, whils ¥ iventivised 0 muninise cosls and
Teasiniee wovenus 1o oke achvantage of the mﬁpwcd puisdai sharing mechasisin. The final
strand of the payinent machanism, semely the Vision Achisvement Incenuve, i a fonger term
el for the Operatey B oxpive o Thds will ondy e payebie fo clrcumsisntes whure the lnam
'pm‘: sot's Anancind periorvunce exieeds exprotationg. and vdire the guality of servive deliy
aisveniesds o pre-ugreed chullonging lesi el

S

%

Priching and Beveaue Risk

rronsnds the aotad revenue snd vosts of
i 10 proosed with the DPUF seruogement

A key slement of ressived nisk for the poblic secin 3
the project. One of the faciors inBuencing the dee
atwl separite infrasttuciurs procdrement was the underperfoamance of 3 nomber of the full
FEUPPP stroctures where 10056 fureben risk has bevn bueforred to the peivate seotor I
wrticuter, due o G lack of confidence i paironage modelhing, de reveaus dovam aeodiated
witly sl yrofects Cay be hoavily discouned 2 aprvem o final price ool steen e g

risk praoyiven 1 wens of foding owrgine

2ond
32

Byoder 1o achiove the bore Bt sosnonted with e BPOE stravsue, ol sovonue andyperating
cost visk wilh vt Be transferred o e privade zector Ratier s dogres of convod over the pablic
Se0I0rTy eanosuTe I operating costy and revenues bus beon buile inte the UROE approwsh vin
the dovelopment of 3 pandonin sharing mechanism,

This reghme, which conpres sotab vosmand yovenges with pro-apreed tirpets, bus the foint
heneBt of incentivising the cOUrtor o weningse ooty and mantmise revenne, winlst Hodting te
pabli: socty’s righl

The sueess of the pain'a
redinnd

o deiven not andy Ty fhe ot
s, bt adso the agmeement od
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v tizs {333{1" smm Lol
: weiomment of prokest
i aloo bedeveloped dunng the vardy plusses of
z:xs,d r;m;r o im mﬁiﬁ: s wont ;rmﬁ:di seatns s system opersiar i the dnstance
i B gehieved between tie and Transdey tie

,'rg 3

f?’m i)?ai)i angd
wher

¥a

Ms 4 termmisatic mivm ' RO gt Mreevisaeed dutthetupu ot wili be
TEVIRY

2.3.83 Faymaent Mechanism

1ie's proposed pavmeny mechuniim over the Tour Pluses s sonmarinad e
fy the responses recutved foanthe \isjasz"za and negotiation with then pri .
13PQF partner. 1o faciliate Wis the bidders wers sequosted (0 supply deladle 310 thei
assumptions and breakdown of costing data ws @ teprad partof their bids,

Daing Profect Phases A ( - the four ddery were iovited to supply capped fes estimutes,

Based on the stops of work st outin the sutpul specification. Prvmenis 1oy thess plases will be
madson g qua wriy ‘ii'saszrs w;z:%z Z%r e Baiond v the cost of the Cperators expert pepscnnel, A
relentiion of o npon e completioey of sach mdbvidud phuse

arran'femmi amund B w mrg«:t CoN fx,xr mﬁ pi‘sa&ss

agresd prior to completion of Phase B
s proposed Poyvioess Mevhreiom dacing Feoject Phase Do

slemeniv

Docrating Toss pod Pondis Bloment
Perlovmnnoe Benimy,

PaindGam Muge M o
Yision Achicvement fnee g‘t;v‘

T

 Pachelvment s dosonbed nuun

Operating Costs and Profit Blement

The Dperator will be pald prosel operating vosts wind 3
of e lrzet npLraung Coss da,(i a fixed provdic ole
gsccd with the Qrerstor poor ty vompt
oot e TEN submissinn roquirerments.

ed profil element
ot The snnndd Grget operating Cusis
zon of Phase B, and the profi elements were bid ag

Prriormance Reginie

This 16 the davtoeday mechonism through which tle vl moniior and ncentivine 8 Opornior

sedeliver the hieb quality Lam prodect e eenvisaped for Ldinleegh
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i 3 comsiders w5 st impostant o eovare the
tam system and 8 service gualy responsive tn the Couneil’s

aspiratinns.

Paln/Gain Share Movhantsm

This as the kov clomen of Sie mechanisrn which achioves nwitualiny of Ioterest jo the Banpdigd
performance of e Ling. The intention of this mechanizm i3 to offer the Gpeostor 90d tie the
spiartanily 1 share 0 sevings ob opsraiing cosis ponersted fom oporating the sysien more
sfficicutly und o the gonsation of snv adsinnms tacerts. The swechaoisoesissn

offers the Dperator an cloment of protection azansedownside rovenue vish and cost eacidution

CUEHREs ﬁf”(}"’v‘

und rovenuss and the ur
. smi}:azza’i.ijﬁ Ih

wiag prvrmont e feorn
| that the farpess ar soviewed

<
»

SRS AY 'v TRy 3&‘“3‘8&:‘(3?

§3{,-:$. weesn ﬁe a:s.z(i :,.?m Ug, Syt

Yiston Aclhdevement Incentive (¥AD

vator S she advied value srease * in z?m
wnd uiderthe KPY serime sndd

&

conios of e pad fgg in

é}pev
ANCE A5 BB
having

The prnciple undertying dos wouid be 1o rewaid {
tram syaters droueh sustuined hish geslity perform
& preater than foracust surplus of rovenies over costs,
share mechanian,

.4 Wrdrastructiure
The Procarement Siroup aleo considered alternadyve stracowes oy the procureinest of
Unirastracinre’, o volunle’ and vl inteeration” elesnents of fram sysieny.

The Procordmen Seoup s &0
angmber of detatled working nwel

xpeficncs of procirement was used 10 sssesE opoons over
25, Tias evperionos i now supplemenied by Transdey,

The sims of the Prowornent (uoup see 1o assess the sharnaiives and 1deniify the peeferred
rate for procucernant which could forrm the busis for market discussions. TUis intended these
comrinsions will be st market througd s PIN prooves s the next slage.

The Procurerent Growp undsrinok the sssessuent of optinns Shrough rankimy sgainst eight key

sriees comprising the fi

Risk ~ in hroad senser who fukes the sk of infrastructars Tiling 1o work, vosting more o
somtruct and tiking longer ® construet? Tios Tupe of risk o be trwveforred o an infrastrecure
Cpariser mlvr venain pro wrement oplions, bat abways st e price. Asa poneral wude, the s
therefom (o wunsfer s those best placed o mansge. Consblerstions in deniding upus the
Procurernent Draag'e

wcloded:

He's own resources asd sxpertive;
fineiabt Yeatinns, and

arens whers i iy

v svish By Tuainsan conral for other asons.
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Fien iy

Cost Certaiuty ~ hovw fmpurtant is i to have g degree of Cost cortul

fyan costs ahead of

commitiing (o contncy. Comidaatonsinguded:

s sourcs of furding: how pach cenainty is reqaired inoadvance on wmounts?
e defising soops: degree of Cortuinty I8 imporant in plusning soope of diffore phases of
infrastructure,

o)

wwer which Bie or b Counoll need goaier
v ol peoning s Conelderations included

Contrel - e there aress of the nlnsuutioms
contred ~ for commerciad oy other mesins (e po

e the fuc thar greater control will generatly reduce the opportunity for dek ransfer,

Flexibility of vontract - how impartant s 1030 be sble to change sonpe - add or subtract
subsnntid clements? Cossiderations included:

® s*,f’mr&i v, greater fexibiliny will reduce cost coriainty
texibiivy may alse reduce theswope for sk iwa«f»f wed

d&(‘rse of Hexibiliny pay be constrined by provurement rules.

X

Flexibility of financing - hoe bmportunt 5 8 to keep ol
‘conventional’ (op Dot oy milestons payment by ey,
FEI hobrid: or others Uoasimpy? Coneidorptionss suclnded:

| financing nptions apene.g.
veie finance raised by Infraco (PH or

» VI - doss apportaoity for private lsancs allaw for greater ridk transtor and potentinly
better VI and
e profile of funding availability.

& YPM, bt also
mchuded:

Demensirable VM ~ oy selosed option tiey
to-be able o demonstrate that the wppmach B

st e capalde of dely
tor defveer, Uonsideras
= value of compention forJargest cost clements of infossiracie, wnd

= soscible sequiroment foe beochmarking and compotitive subvonimet tendering.

Murket Interest ~ s 9 procuremest tption likely to prove aliraeive 1o the muin privale secley
providers i the marker? Tius is hinked fo ¥EM since it determines the hkely sirenmb of any

compeition. Cosideraiions inchuled

farmhiarity of procorement rome;
halance of risks thas the private seetormre asked to akiey
clarity on prodect and funding and polinics] seppost; sad

market view of He's o cnmpience and csportise Bs 8 prcuring awthonny

L S NS ]

Deliverability - what s the degree of opnfidence thas the thosen procurvment route will be

stiortbr? Uomiderations fnchuded:

= novelty of chosen optins; and
= potential bidders” fovels of comtin with selecind option
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¥ 'i./zw;{z)& sdiscussion by the Procarement Group 2 broad sseesument of the relative importance
¢ infiuencs of the Key oriteris was agreed.

8.4.1 %mptmance of Criterly
The Procarement Srsap viows of the relutive imporiance of the bov oriterts wers as folloves,

1. Risk — The genvrd view, given tie's swn rovources and experience {cesontially a
provuring body, rather z;m;: & amaior profoos mansgomen orpanisationt sad e xalc ws
commplesity of te tram infstniuge "*-%zf‘ L was that te shoobd be senking o sr,ms‘%‘&:r
satpiBoan waionity of the sy ﬂ;f:;» Ew el §° ivate seotor pantaerisy I
parsicubue Revs visks o be trareforred 190 an spproprinde poios shonld fodlude 1he
iy of Conatructiun riake {ovas ami deliyss and the visk that systent works Gncleding
intepratival However ihe Procuresent Uronp slso sorved it there was sowillingness
10 retmin sloments of sk s s avcepisble trade-off i oxder f

3 retain cuntyol over sertain oy clomenis (e belowy; and

Bin the overall Bmeiabls

b, keep brogdly

2. Cost Cortainly - The Provwroment Group's view was thar e degres of cost costalany
Wwaa i“‘ipi‘ﬁaﬁt Whilst thia was not an imposdiate requrensnd, W would be 4 prineity
abwoed of vigning e mlvsinciure conuacticovening the budk of consrantion

3 Contrel - The Procurement Group comsidered that thers are of keast three, and posaibly
four azeas, ovey which the advantaves s Herotuining # dewree of cmtrol satwoighed

the possible crosion of visk transler. These arews sre

& Choiee of vebivies: Given the considerable commadidation within the tom
suppiy market, ai% swing for o market response icuve of tram sopply will
: Pinfrovinicings fonderees and coudld compronise
K transfor Foe this reuson. the Procusement
: sronz vass for e o sepuratele develop & rum
ing, maintenioce sod Spus parls supply vonineel Key
g of sueh @ conteat and snnnpoiments 1o migvaie inte the
s ;.a,‘%;,ay.'mm ek ub ettt

Group sgracd HOre Was

z-;upxt«ivv £

paricular svnsitivity of sections of the hing within the

> contre aod the Reown concerns of the Council’s planming
Procuserosnt Cooup ugrsed thit thers Was motii ip wm;é@rmg; s
preliminary package of trpoted desigr work shead of the letting of soy main
indrastracture vontesct. The slin would be boaeelst with the devsiopment of
designs that arelifely o ¢ equitements, reducing tisk sod vasted
design work mnd speeding ekl ttuble Koy will e dorgrmining 4o
» %c’f ik zim wifl prove atractive fo potoniial bidders withowt
e dostieg of 8 main infrasiructirs

3V
e

. Uility diverston: This s 3 Hme consuming iod hugh risk dlement of the
project. I te were able 10 gain 2 greater Joved of corainty on reguirements, i

“TRS00000049_0067



sunid sk foo the v

s b woschieyd m;z the Bmetalbds ami nmduciny

POTIRICE ¢

sNvienRinerraion, angd
@:ém:ﬁum Yniih carement L ek

ok that the sy wish

S,

her this reguired 4 sepu
givesn the fmportings

prsforred prs‘scue"‘mm opE, AN A mm' hitse! wh

zs% 5 e ahaué %;,; Ve fhr‘ arion mf ;fr:t;a:z.az;ﬁg e sume ;mva & sector ;ﬂarmvr 'm;'
az;bs;*;quﬂm smnches. and vvsiom cspansion subjest o Vi

in
»

Floutbility of financing - 1 viow s Shot 4 sy amporiant 1o muntan o Bnancmy
optioms & this stage, o panicalu e oot ol bt Lvia PEEor a PP hvbnd,
given the potential Tor grouter viek tanafor und VEM und e poteniial lssues dn relsdion
tss the profile of funding wondabds S the SE '

8. Pemenstrable YIM - The Provuenen Orosip apresd on e imponhgs, given e
Bigh profie snd scale of projest, i the contexs ix

v of SE VEM and local awthoeiy
best valte ublientions. Bleallyv im coasid moy Li“' ;«‘ be deselry \m% vER Y Zmﬁxgzamm
a5 Sirang o 30 T i ;

£ roap x«zw etdorsnd due mpietanse of moket
8 }}t}wtmbzm» "i ei‘rmur&m:ni Grrotp sgreed that the tie proferred vption seeded

o fearned i othier prodecis withont introducing
2y of potpatint bidder Bronyh sourhet wstng waald

242 Procuremerd Opdingy
Ha ;-fzfé'{zsa f%;;z selare

d 8 sourernent Droup deatitied

L ¥l Consortivm Option - Mzwr {ha o;smr, 1
exereise wod the sooes ' :
amd oy velicles, The consoniun mmfd ,12\0 b pes g;(msih
The form e contract condd be bused o PERPRR muodel

ie e avmiens i:i?i{tg;?afﬁiim.

& Infradracture and Integrator Consortium Option - Under “%m; aption, Hie would
sopdent two prowvemenyt sxspises. The hirst would te forthe procurement of design,
nfrastne ctare works and systoms intepration. The seeond would be fur the
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#ik
.
procurement of oo voluedes. Litoately, Be conpraes for o velucles would be
svaied o the witasiusture provider as pad of the design, nfasinsturs and systens
sterration packaey of works. The form o conmact oould e besed on o FFYPPP
model,
h fnfrastruciure Consortinm Uption - Under this uption, He would condudt these
danercises, The first would be iy the provurement of design snd
sirunture wirks, The second veondd be for the procassment of tam vebicles: The
third woudd b for e provurerment of 3 syatems integratnr. Ultimately, the contratt fir
e velicles sl the Contract for 2 sysisans integraior wnidd be nuvates o tie
sprustaee provider as part of dee devign and infrasiroctare packuge of warks, The
foem of combrast could e basedd on 5 PERPYR model
4, T&rranped” Juing Yeoture (}mwn Lnd»; this option, te would conduet separate
DIGCHUmen] eXereiees 10 sppaint Tt nioy ad ronavaioms inlvgmatr and a
wam vehinles supphien, ivhg S0 parties s@wzm then berequired by de o foron g dodat
veninre which would be z'espm nuibie for the Julivery of the prodject. These parties conld
each provide nskehearing sy
3 Infrastruciure Development Pariner Oplion - Under this cption, tie would condugt
QNS BIOUOTRINENT SXETCISE 10 BpROInt 8 private sector partney s wounld, under Hie
instraction, Sithey provare cosiratts o be dnsiructed 10 sulr inlo Contracts i velation
to any advancs works, the infrastencture works, sysiom integration, desion wnd e
procureresnt of rm vehickes
&, Traditpual Procwrement (ption - Unde
SeDATle DTOCATRIMEN eXreineg 1 relation 10 desiy
e gratis antract with m’?;:?? f}% Beas partivs,
Carins riste of bl Bnglocera o
?:ng:ﬁ.secz
The aptions onver the extmnes of the 8 ith option 1 (Full Coneortin} which
maximises sk transfer (o 2 mitninsin sk wunstr aloptin © (Traditiosa] Procusement), g
witl review the details of ek diocation within the OBC for the prefenind procuierent opting a3
st ol G aasesemien oF VPR azainst s pabdic seotyr compauteor (P30 @ enviseged by opthn
&
E.43 Appraisal of Oplions
Fhe six options demifind by die Uroup huve boen esied upwinst the purameters establishe
drounh e key crigaiy
L Full Comsorite (ption ~This poestially provides for makimum risk fansier, oost
cortainty and ﬁcmb} i ei fﬁ‘d"iui)f‘ However, Hie wroudd e comtrol of de Koy sneas
uzgisuq};w} Sy ity : v iversion and spsiern mipratua Als
n doubts 225\3% ,%;'ei ap;ﬂwi oy with sepaie o.rmm: SOBITICLY Snpeting
o deliverabibty and VIR (eupeciilly given NAG observatons op approach s used on
provious scheamesy, Bi olements of match with parametery
SR T e
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3 movation ol w
f ,;'**,fss:,u st sertaaty and e % of S .§%§' ‘(-‘;’5'323:(3' z‘ti'%"

fiinte o
Woeuse market d:;‘; 3
comzuiiations ars u\b’}!?u
PRI,

¢ &r:"mz‘,m’ ?mm Yenture i}pmn wib 16 w*::&zid cronts Hoxibility onseope. Bata IV
' 8 paseibl e :
tratbe p ;e“

‘}3%{;), }%{ R

ity $zzd ‘s’??si 3*12 ;mar »m‘k}; wtﬁ

23

controd wd mukeen Bexibalny, Howewe
2 ot 35; wzvzz-“‘é i,x e O

\mzzf; S dm*a as of 1**00; %32

&, FTradiivant Procurement Option ~ Thie osing
conured for tle sod mac s Boxitdlny g i
reguirementy. Mim '

for PFL Bun eleawenty of good 1t

L bt significare eleentsnd ey it
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4 summary of e Procarement Croup's view of the options $it with the key criteria is shown
below,

Optivns
Koy Criteria 4§18 4
| Risk ¥iX X
{ost Certsingy X4 X X
| Contrad viv iy

| Flexibility of Contragt TNy ey

: Flexdbility of Finmwing
| Demonstrable Y31 XK 7
Market Interest® Yogw v
Deliverability? iy oty
* o be discussed with ke
Key: vy w Very good it
% = Sood 1
X = Poor i#
3 = Tnceriain - may need to be tested

the Chrouy s assessranay o the refative inportance ¥ the key
et proaed ;zz:xnr-nmi sirntegy 3s Uption 2: Infrastructure and
imegmmr £n¥1«m*:m£in§‘mmz ’i‘hx smerging prefioed procusaent sirategpy will be distussed
xinsivaly by tle with the Council, the SE and the DPFOF parner, Transdev, ‘én addition,
z,azcrmi rssket jestin g will mke phm wzziz g selection of ponstrucions and funders in due courss.

U the !

Eritenig, ©

G.5  indormmation %:»?zcmg»w with the Go Parsd 88

Acseries of Dricfing 3o e boey fodd By “}‘éﬂ‘ﬂ@}‘i.uiuc‘ﬂ o the Procuremsnt Grup and

the with both the Toune ;% andd the 8E srarder 10 koep hoth of these partics fully alveastof e

;3; iset developrasnts ol the & s Those brinfioss hove ooverad varioss dssags
inciuding the Sollowing key weas

5

agh 10 exp

O OInCHICICD) BRI ain sod caplom the Procurument Groug's aox
DPOF approanh and reovynmendations b the Bo;zrd;
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= detibs of the corm L onphioations of the DREOE approach, ingluding lsuss ol pisk
transier and pavinent mechanism, snd

% 3review ol res zdzm} pubfie sector risks associated with the DPCEF spprosch and hew the and
the Conncd intend oy miticyts these riske,

8.8 Corglusions
In developing the procuremient agproach outlimed ain
the 1sstes wihich have befalien oihier b rodects panticalandy the vk sllecation
has srvated & nescuronent strategy wh  the achievernent of the Dopncils obie
of socind inclusion and busitram g .Jz'tba earty invobeerment ol an 1:(*3 ator. This
apprnach witl slao a3d in the oversld r;mgert develepment and ud bzw 43 wm ihe nperator,
Tranadey staff now form an imtegrsd purt of the fe oy and e 3 1 ihe scopdngd the
project. Tn assesaing the spproprnate stracture for procursment of ihf: it m%mcwm e fas
sugzested 2 fute which will Boilitale phased developest of Be prvect anid mivimd
RO Ssaes.

a2
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7 Funding Options

7. Assessmient of Pubiic and Frivate Fungding Oplions

The prapose of thin section 3 o exanune the sources of Fands wod Boancial stractures which
cany b used to fimence the oo proiest. The anabots of Bading npBons hues beerr informed by
an avsessend of the peblems encouniered b other prowects By the UK und e senk
undertuken by the Procuvement Groug o set 0a 30 e provous seeiion.

Inorder o progress the development of this case, discussions have been bield with maioe projee
financn hasks o sscertain the basues they face i fanding such projecss. The funders’ views on
visk, partioulorby the soconslon W revenue vek rnesir, are therefise very portinent. Thew
discussions bivve confinned the interest of Dinders in participuting in struchuring approptiate
fonding moudels to mest the needs of the mrojedt

ciement of public support i mapent of their
283 v % “f,m,%mv revenys iy generally not sufiiont v
Streans zer; zsmﬁ 10 ¢ sngvm the fovels of debt service necgssary 10 Consrad
iont. The questions Sion s

w‘zzi z% meﬂ it i? .
Sefiver the doeos
and eporsie thie

s what lovel of peblic sootir support Is maquizad for the project to enawre s Gnanoid
siability; and

& how best o provide this seppon to e prosect, whether by capited gomt o thrmaghos

service payment Hed 10 pronect performunce.

Thy anawer to the Hist question ows Do the fnanciad mudeliing and will reflect the exieng
and relinbilily of altemative fonding sources svsdlubde; the seCond guestion will partly be
answered By risk assevement and partiy by an waessment of SE spemding commmitments, appiving
the fatest HM Treasury guddunos on VM

Conventional public seotor procuremens would sugpest sy Up-Fromt Gt while 3 PREUVPPP
sodution reguines & payment for servrves vud o the detbvery of o functioning Hehtrall sysiem,
Fhere s o Partal BEU option betweon these peo vherehy so clomens of the public secuy
conszibasiog could be by way of milestine paymenis againet construction completion with the

balance throsgh o PEVPRR stracture, Funther variutions meadve ;mp“m p:zmummmi and

sy cag&imiz remains atrisk relative o
ine iimi‘ BEY provides

ﬁn,i’;r;;s:a.raciue‘e,
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o

This Prelininayy Fowmnal Us

3

The funding requircmenis of such of the options bave boon modeiied and the results sre detalled
in Section 10
ane huwern the "éh aned the Councdl will

Finuly, the halancv oof funding und Hounoial anderwn

z:&gm b sgresd Thishasac scoon e sfoedabiiv ol e polpt 8 8
demumstrated below, :
7.2 Fuwting Sources

i‘h prineipsl sources of funding forthe tram sxstomas

SE praoy;

o Crerating nuplas

3 Priviate sectar; and

4 {ihers inchudme the Coungik

Thiv sevtion sety ot the buass Tor the inclesion of funding from tesesareoss wnd hablights

michtional oppertunitios wiich are ander oo

723 BE granmt
This Funding ix based on the avward sonoanced in f»\wr 1 2003 by the Mumsir than

The ;"{3"3 Mitlion gram e

Tiw Syl
soninch. This
gpphicstion by iy

7.2.3 Prvals Bedlor
130 has exarmined & wide range of potential privige
2 : zaz* i '

~caz‘° so;m, s B i s prtion we 4o it

sich ’i.u;azﬁ:zrzg
& prsates T neg uk ‘

sregunded.
~<m<§<zw\
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Property development reluted funding sourves

§ 15 widely recognised that the introduction of e trame or bt vl netwisrk has 3 posinive effect
on the vabue of property In netr proxisnily @ the rouses. e has cxamingd how best i explont
this feature and develug sdditional funding for the o projest. Cofliers CRE were engaged o

provide profesmonabsapport The steps buve been as follows:

&} Council-owned Development Sites
Cotliers TRE have sssessed the potenial In e Counctl bl holdings slong Lines Ure and Teo

od ax evther o cimall and /or o difficaln o exaracy
1o funther devedopvent ooty The siteschave widedy
Giffering char and »omzi’mi The potentuad value 1 very nubjective, bw: un sarly
ANEOIA eI 13 that e divectty or indirecdy costnbwte up o £3.0m midlian
traon Fonding i 20 3&4 prives, tiz £ 2m eocremgon Line Ure avd E3mon Line Two. The cash
wonld bereadived pantly be;om wed ety alter ram constuction. Realisiag thicvabe vl be
partly dependent on 4 joy vemtore sranrement with B8 L anms foneth Counci] maned

The potentist of muuy sites hos beon nes
but o nuarber a1

company with siznificant developraest cxpertse). The Loy principies 3

» - EDT and e collaborate on sohieving planning permission for site development thraugh
strmal plunning procedirss v

¥ v, e Counetl contribuge the lind heddings 1o tle ot maeket value, awudaied by

an option sgreement entered fnw by the Cownal and e, The considerstion i adiditiong
share capdtad i He 1o be owned by dhe Uoancily
®  tie then somiribute this lund 1 a company estabiished by BDH o secue development. e
theretinre receives vash of other considerstion for the Tund which w svatlebde for am poiess
fanding and
»  the company develops the Jand and sells on 10 the privae seotor, Alter 4 developer rerum 10
B dncremental profits sre shared, potentially providing a{id}iwrzai cash i prajest

funding.

it is anticipated dat forther sites will ke identfind and deveslaped joindy with EDI under thess
srranzements, - Thos overad] appeosch hus beercendursed by the Counatd

b} Egisting Sextion 73 negatintions

Trese have been bandled by the Uouncil planming odbicials uader novwal provess apd have
viehded land contrbatvns 1o the value of £ 0.0mdlion 1o 7093 prices, sphit E8.8m o Lane (ne
sad £#4.8m i Line Twa

i

£} Ereveloper contributivas

A proposal is before the Tounct setting out how s sechaniom could operate following 2
consultaticeron the sobiect. The policy offers v attractive fong-tens g,ash-ﬂm from all future
developnent related 1o the foam route above 2 spevitic size. Beveiopes are givee clariny i
acvancr of submitting spphications a¢ 1o tie ol of conmibuting reguired, rather than subjsct
muwe 48 hoe regotiations. Cashitlow gonerated would soquire 10 be bvpathecated o the tam
protect nod possibdy shueed toon Bonited extene with pubbic roslis sonvity,
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i} Specific lorpe-seale deveivpment

The palicy consultanion specifically provides for “larpe-sonle” developments to be sulject o
speoific segoniation relevant o the circumsiances of cach e,

e &%

Thore are 2 nuober of hoy focations wrousd the toarn Toutes which: beoause of thelr sesle,
demand specific atiention. Negotiations conducted to date have prodeced contrbutions
are reflectnd in the Section 75 sumber shove. Further oxamination of these vpportamtes i
satioviag.

£ Smmil-scale development

The pote *m al for sscaie propenty dovdlopoen arcund o stops will b onumined vnee
tha planning guidelines are seitled. This would fncorporate rot] and veoding facilities and
would be focpssed on the major ransport isterchanzes and stops. Fosther wigk 8 anlicipated
n appelin

unisies during 2004 and 2008,

&

Commercial Incmne

- There wre two brosd potentad sources of Increniental sormmedial Sone

® adveriising and
e - marketing driven seoomies

En-tram, tram sdopoaml sxterior advertising

Intotad, the syatesn will have ap o 3 vel ving ap 1o 226000 people per s
{depending on fmal specification deci

fomes with sl capected passenger nurneys imtialiy of
appronimately 13m per s, The caplive satre of the sudience and the lack of disrenon
ke in-trn mivertising alctive. e hus aken adwive (o assess bow much space might be of
poteatat value, winle mumtsning comtsteny with the obsectives for s déoos quality and
sasexsed how much revenue Bus might produce. The opematy contract whisch has been
nepotiuied under the DPOT sructars aven control gver the development of thess sounes of
incorme under the control of e wnd recordingly &l roventes less direct conts of delivery will
flow o the ram profech

‘The value of gam aiops 58 advertising modin varies depending onlovaling and pussenger yolunme
but again holds significent potential. There it epocant plansing and logal sepenis o address
bt these shoudd not preven progress.

The murket for exterior vehucle adverusing, 2ither in paned for or “wraparound”, is also well-
developed. This will also reguirs & respect design and fimuge constradnis.

Marketing: driven revenuss

The revenue profeti
ather than the sebisc

the model are hesed o0 tran WO Beage pruers wed availaduliny

sot of speeific tarpeted marketing in faviuse of trare patronsee. the anticinates
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he sproimen

of marketing management o develop and drive incromental rovenses. In
sddition 1o Bdirburgh puldiec patronage, his would also focus no the tomiist potential, both
mnal Gsage and toarist-trip speCitic and the vse of Hie tain, porhaps in Soajpection with Park
and Bide fa0ilities and fesder buses, for niador evcme st Edinbroh’s thyee main sponts arenss,
festival events gic

7.2.8  Oiher possible: sources

The Case for Edinburgh
The Cosneil has subimitied
50 suntann angd grow B vy for the ben
scludes tanspent and specifically the fram oy
o amd oo pllowane ks imu; mads for funding &

a cnowrchensive case fo the SE highlighing e tnvestment requived
shitof the Scottish ooy as 3 whele,
£ Thsvussions wath the SE wre ot an garly

cay 1Rs soures,

153

Ealys

Project redated revenues - not reflecied in the projctions

¢ toketnon-puynent penallyg
e - fare dnvreasss by bug operators deiving team revenans aheed of these modedled « the
evidence 3a that revenues for the rum wre selatively underaled relative fo recent fure

chunges; and

o unfift i cur parking revenoss doe 3o am implemeniation arising T changes in tie
sramsport modetfing, notably use of car parking For shont rather thay longsiay

Thess issues coguice funherd reasonehly

vasie stasrea uf inadsne

Capital cosl and funding tans

s recidual value of sydien - s mmller 8 =3mit~‘a‘ Giscussion with the 8% within an assessmont
. noresidual vilue s allowsd for alihongh, piven
plans, this i3 a partiouialy

.

th fong bR nusare of the aesels on
prodoat Bssnmption;

o enteasion of operating period - csidpad value osmeny a;‘d

»  proeeeds of disposed of Coun ‘ﬁma e avsets wd ocestmenss - Wi the exception of fand
By reloted fo the o prodect, the County! Bave no plies 1o senerwte cosh-Hew from such
disprsale fow S speoiic purposeof funding the b ot

Longestion churging vash Rows

Qi"‘ i?i Prelinyinany ?»sz@

eﬁs}eé;i i
g sizmzid i 3;3{{}%&@&, hmwemrm s
¢ ihe funding of Lines One and Two.

e via«v Eik i mi}i, 3

AIBER B0 assumpton n? ava M%}A.* V4 m,/‘lc in d(iu OSSN

7.2 Addiiorns Considerations

There ar twoctssnes which affert the fapocid position of Line Do which wamand meae
S35

detaiiod appmisal
4
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721 Congoston Dhaning

Inassswsing Line (e io the COBERSiioNn J*szi. 2 contont, the hmpect o adding the miinlo a
sespario whore congestion vhingd ardy fhcs el %4} fi Wias ﬁmessbd ihs aﬁdmfm of
the fram produced vo decomible ing
Wis ps“-im:arii ¢ due o the Line Une
Yoz congestion bud mw mm.zi smpact on tbe f‘t‘ﬁt‘a? %%
k.ﬁdzqom i the buik s

T2 Sewvice mtég'm,an
B iowidely reonpnised & oot
woto dedivere of wider social podioy
commploment and Bdeomte the an ol bas e Bvery of boaed
ngers and e wider stabieholders, G hag ; ;f;‘i? & {."‘Li},;’d gﬁmrum- .

£ the fram spemior and bus compenies and will develop in due sowrse 2 nimiler dindoges
other franspourt operaion,

s well

i b kere ;}éazzm:a
: §1m§ 3 s mped

s

The STAG 2 estimiotes wnd Hinancisd prodochom 'mzzxar- zmmi ot
intenration decisions but these will now !

andd viher tramspornt operstons.

5,

The ““mr T aporattr in im Lazmm rﬁb bos markel s Liﬁ‘ cwned by the Counnil (9% and

% : sdehy BO% of bas serviges in e Uity
sarkel sirucivre olfers an exgeptionsl
ed the spprvach deseribed below w

{2

vith the Councl] and LB 1o desien 3 bamework for
of 1B services with those of the Tram,
he traay operator Tod 5 apecific requirernent thut Gie bidders
druie that ti’w}f sweoaid be able 1o deliver effentive intosration
20 Tranukey wers selscied i p;z::fer"«*" csvzerw  and thiy bave now been Tully
appraised of the framework dovelug ah i 2 have tiken o
commmense the developmens of dutsied integtion 133 30
s ahol d;nfz company wholleowned by the Counaid -
b been 1;:;&::?{@;’3@& 10 oversee ;mé drive gz;.»,,sgra‘; -
of THix
indenendent dz:&x ety vv-npwa%ﬁa s:rm;g} o
&'wfd m i b estabiished indue vouree t

# m May

# ’m’ cunsidery th
bus and fam operaions 2 meamngl
Ao rd‘fz'fisf, 43 :

e:zaz‘irfiéizsi?zsri s;temfmmizg“ i3 : u nalvain, Jo caxare
o do conrge

%3
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WY

sovge with Fivst Grovgrin early course b thedr rode as sevond main bas
>:>§><aa'a?0r and a5 the Scowail fanchises, Engucemen with other msport operators will

A gw;m ﬁ:}’ df werpide m" ;ﬁ.‘txzw was m spure that this im TIALON dzhio s was given the

tan ezw%i*“i \z.m b bwn ma va wnd tha the cpportunity to have
> aped uvtmnable sernice Bregration has every chance of beingosscd

A draft senon plop to Smve Rrsard the Bidogue oo these mutiers (5 unter propsratien bupeted
for commencernent i Sepdenher 2804

7.4 Valus fw Money Analysis

The profored procurement sirateey For the infrastnicture contrant boing the Infraco, souid
by b adopted sither conveninsiby o ﬁzw:%b'rz 4 PP suroonee olaining this Hexibility

WikE i the ke oritueis ised 1o degide upsn the proferred optivs). The choite betwsen the

two tvpes of procwrerneet s should dependapos z?*zmﬂ assessiment of value for munes.

which in i 1 function of the charactedaios of the projecy, and fn purticudar, the asstciated

e ol fsks

741 Benelils
HM Treasury’s Henge’ Culy 2003) provides
wWsasont e typeofp -gcaia thid
ifs@ meairand complex capitad
where Y privade sectr ‘oo offer projet
s Cxpontise that can bring

g
proeiy)
nrasgement o

substanuad benedite’, T vetite mchude 3 much etibood of so-thme snd onebudey
dedbvery and s sosting whis ? <:33\(31’:?\ he long 1 mvinknamee of
service standards.

Comversely, 8l s (mi&ds wd &y in areas w}“z»wa ‘the iram@::z;m sosts of
pursuing Pl e diee

mohnek i

il

dorament goes
£2Gm,

TAR ?«Aew Deal Buldarms on VEM
The 2000 pubicstion st desoribed the oul
2 e new Gr@f‘n B

ot ﬁsv; y*owmnmi DI, :‘zrv:i m‘gh‘s\‘
f Conpeitm.

FERER @

i?}‘:;;?i)i'&m{:{

o~

yit réwi fes:di:-::, Koy
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9 fvy

i HB Treasury s recently pubdished Dialt Vilue
iar M‘ ey “ss&mes;:nez}z G»ﬂ{uii’ss}&‘.. T}zm new goblence sois aut 2 three stage process.

e of the poacatial valie R toorey of srosomcnt options whan overgll imvestoent
decisions e mads;

2 o enrly SCORCIRC BT
Pabdic Sevctor Oaparaias, and

» 5 fingl w3t the HIOCUICMEn: S1A8C 10 evaligts the compeiitive intoresd ng project and e
capasity of the market o deliver i effectively,

waisad of an devidead projea o de OB wage feeplacing the previons

&

i soctor arhoeitios should be seoking tospply the suddelines dn choumstances
beoetins of a PEL appronch sroate » poioe facie Case for il wmz&emmm

Procuringpubl
wiere the piteatinl
These mclade:

= 3o capitad investnent progratnios, Tequiing
wath constrction and delivery

= the private sector has e expestise W deliver angd there Is goud reason 1o think 8 sall odfer
valne fie monsy; '

2 the stouctore of
LeTvies pllpRs

*  the naturs of e assots sod services identified as part of the PEE schems sy cupable of
being vosted on 2 whole e, ingioen busisy

e the valos of the pradect s suliicicntly farge o ensire thitt procirement cOsiE are st
dispropertinnag

e servite s approptiate, allowing the pabliv seotor w define s nesds ©

s the techinology and ather aspects of the sector ure stable, and noy susceptible to fust paced
change;

= pdanming homons ars long
Futurs: and
& there ave mbust inceniives orthe private seetor i perform.

used vver bong peritds intp the

Rtage | in the new nuidance i< almed primarnily o) assessing e potential soiabilicy of PFl as a
procurement foute for s propramme of investirent The guidelines gy whole are bowe ey equdly
sppiicable 1o s Jargs unigue project’ which exdabin the vange of charagunisues listed above, 5o

creating u prima fucke cuse for PEL

Wiwz‘r-‘ zi‘:t‘ iv;*’i-ti:w% :;«@%smem fas corzbiished 2 ouse B PHE for the proiest type, Bage 238
comtinues W peovide potentisl bonedins S the pasticulse peodest. The
1051 a,ﬂccz.‘p@m, 5 bor.h qua}état.i:m and quanatiwe cleroents. The Yoy qualitative factors raluie )y

wbility: assossment of whether the servives may need o prgvided b»’ directhy by e public
secton sod whether the services ean be adequately caplusediing L()ﬂ:?ﬁiﬁi*i:ﬂ%cd approach;
= Jdesieshility: assessiment of the refanive benefis of different procurement rowes, such g8
ncentives and tisk teaosler of PEE versas ower pubiie seior bosrowdng cosis and
= achicvaliing assessment of Hkely moackot Intesest, andd puldic seoior clivnt enpohility,

Cuantitative Tacwss potertially clude, where theee & & suilable ovidense baye o et of
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estimsted capiial and operating vosts, adjused for risk (through o generic spreadshest) as well ax
affosdability. However, i the result of the qualnutive vase fur g “f!xf‘tzdmg with githey PR or
conventingal 1 stone, the outbormy of the wrmiiat ve vase will be fess imporant’

Stage 3 is designed (o apply onge s projecy s o the Formal procurement phases fe. post OBC,

It nvalves g aeries of ongodng “cheeks” on vahue for money, in particolur focusing oo the quality
of the competiton. and e sucvesstol transler of spopriate sk,

7.4.3 Applcation to the Tram Schame _

Fhe propoyed ooy netwerk 1o et purt of & phuoned procounims of investoent However, iy
sleariy ‘a lwrpe. unique project’ which prims focle anbibiss the range of chueacieristics which

suggest thit 5 PHL sppeosch §s capuble of deliverfog value for monoy. Delivery 1o time sad

bodeet will aleo Be vory bopocions sodd i sk manapornent ey, the peodest Inveldves ‘e

purchase of shintfivant capitel avset, wheee the risks of cost and s ovemoos ars Blely o be

significant’,

In troms of market intersst snd e Mhelihood of treating a oireng compelition the

recomumended proviroment opnion has been designed b part fo refiect (e lessons ledrned from
the experience of PEY on previons schiemes. The separation of 1he aperator coniract through the
DPOF Agreement reflectd the difficulty, in value foe money terms, of stempling 1o transfer full
revenue risk by 3 PEL-type consortinnn. Sioularly, e proposed ;pac} es ot iraﬂi;&i '\wr}“ are
focassed on thse
s price {with the ing

.thr

Whitst further, forma! bt ssting will be an iy ag«us ot depiers of the proposed huxt phase
of work, the initial avsessiment i that » PFE strioture as pant of the preferred procurement
aption for the Infravs contract would be lkely tratract sipnifivant market interest, This would

faoilitate appropriste rivk sraasder and enbans e prospect of delivery of the project to time
and budget. te's veerall current wess

ventEs thersforg that the Panial PH option doss misrit
seriois comsideraton and does have e potentad o delbver VEM. The OBC will examine this

aption in dewail aking inw considerition the nsk munster prcass and the potentind benefis
arising from this, A Partial PR (}g}tﬁs;m diso hes the beoefit of creatiog 1 performuance and
meentive reghme for the Infracs 10 susure the gualny of the nfrestrecture 1 maintained
Swoughout the conlract perad.

7.5 Funding Sualeny
in hoking af the appropriate funding sirategy for the infratiucture and cQuIpmCHt Supy
sonirsel for Line One three optivns have been pudelivd:

e Full PRUPPE aptios.

¢ Purtal PRUHYbrG solution of pant 8F gran and part private sector Fanding through 3 §PC
and

+ Up-Fromt Cupityd Orant from the S8

For the purposes of the private sector fonding of e Infraco the prudent optim s to wse 3
mixiure of squity, sabordinated debt and senior debt. The proportion of equity and
subwrdinated debl 1o senior debt has beon spiit in the normad morket ratio HEME A semor debt
soturion hus been modelled as this olfers the graatest dogree of floxbiliny atbedt with agont
smpdivation; dhs s terefore regarded s 3 conservative strechre. No bencdit b been innloded
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$w Hrovdudd bty

nd struciuze. A bosd financing option while possible
15 more likely i he usnd a8 g refinancing option once the constrocnion penod is over. The
contract with the Infrace should be sinustired in s way to capture a share of any refinancmg
beaefin. This fundiog Stralegy roprosents a conservalive approach based on current market
practce and reffects carrent market conditions for wnfrastrucne proajads.

that might arise from ap BIR routz or o by

Private sector funding for a project of this nature will be channelled trough « company
Normally this is a SPU which hay the sole @i of delivering the project and which will ring-fence
the priviect ake within thad comprary

Equity

Typically commercially funded project fioance desls involve an elernent of risk capital iy the
SPC. In the contest of Lne infrastraciure and equipment supply contracts s is normally in
the region of 8%-10% of the jotal pm,icct oret. This is risk capital and as a resalt & atscis o
higher retien than seoior debt fundivg, The providers of this element of the Tunding will bethe
comrasior and other partiss 10 e infastuctare and »quapmfm RPPY contract possibly with
the assistance of thivd pany equity funds. The funding i normally swuctued v way of a
muinimal amnunt of pmfe equity capital with the balapee th 67

ol 3 more an effice
sabordinated debt line. The rquity capital will receive its return through o divsdend payioeat a3
and when the resources are avatlabie within the SPC 1o pay these, Tnterest pavmends on
subordinated debt can novmstly be roade during the project Ble subject 1o the requirements of
the senivr delb provaders.

Bond Finance

This has been used on # pumber of infeasiruciure projects and can have sdvantages aver ¢ bank
debt option. The general princinies of bond finance sre that the borrowsr would seosive 2 lump
suay om issue of the boad zad would remure 1o puy an interest charge (enther Hixed or vanahic
over the bond period. At the maturity of the bond, which may be 20 1o 3 vean, the bozwwﬁr
wonld reguire th repay the prineipal amount. The funder would typically require security againgt
the bond ropayments over the teem of the bond.

Bond Hosnce would require fied repayments over the bond tery, although sone bonds are
Imked 1o RPL The wial fability which wonld be payable wiold be known and theretore would
sHow tie o incorporate tess fixed payments o iis budgeting process. The ultimate price paid

Jor bond Hnance will also be dependent on the hormawer's credit mling which mauires an
assessment by a rating agency such as Sundard & Poors or Moodys of the enderiying oredit

The mose credivvnithy (B lower the mberest rate oo the bond, Credit eohancernent nptions are

availuble for bond packs 30z the seovices of monnline fosurers o “wrap” the bond
msve. Effectively these 1 rg,c ;mancu. institutions pit thelr balance sheets behind the bond for a
fee. This makes the hund issue siors attractive 1o buad purchasers.

Pricing for bonds i based on a reference gilt which reflects the manurity of the boad. The
marein applied over the bass oostof fands will be a setlecting of e porceived aredit risk ol the
bond which tends to be lowsr than the margins applied 1o projec finance debt in 3 range 53-
&shps, With Tong gile vields of eround 3.0% this nifers an advantags over project finance debt
where the hase cost of funds would be aroend 34% to 3.5% at the curent time. The
cornpetitive advantage of bond over ¢ebt funding will be dependent upon the awrket condinons
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#3
at the time the deal is oonchuded, a6 well ws the cont of e wrep and credit ussessment of the
iransadiios,
- 35 o the face of # cheaper than hank deby, it 13 huth mors time
o 3 opsducte s usp sumonduch s inelfioen a8 poney gl
Sund congraction. 1 is slso less flexihie hecavss of the
b 3 conseanenus i thore are diiifioulies during the prodent it can
b ifh uzi i getagresient w prarent vhanges,
Project Finanve (Seninr Beblh
Semior dubn funding provided by one or soore bunks b o well doveloped product which hos been
wand 10 Timance & wids wnrieny of Indrastretuns 5. Typlonlly & will be priced &t « mags
sbove fived enst of Tunds which fnvadv ' s‘z,z-sj into bedginp g monds i
protact their i’ muding i : ket conditions send W b
i:as: iﬁoﬂd Lkt m’% it has sirniine rare, with hase vostof
ffmf?x 103;*3{‘ 21 ‘
: g : vl suggnst marging anee
u\i mzazi\ rang ;v foor 110 hod 1o *,s(s bpsi 1%}» srpins achivved will
conditions snd the risd profile of the partivular prject at the Hime ol
sgreeing thedoan. The marg:?ns will vary during the fife of the project as the risk profile chunges.
%m s ;; v 13 2 o asheing the most dishy and conseguently diis sleacis &
: s phie marzing an drop by Wie 20 bes,
ere dor growter Hoxibility than
Hond \imk 1( 15 8 s around 8 corsiraction
schechde. This wonld secve t minusise the
financing oot ke (::z&h flowes, Hiswever this requires a
good budgetay provess
{.eusing
Loguing o s salotion which provides ooy officiont satture but this i
subiet w: 1 SP (. mit bring able o use copited sowanves Bsell but i s suitable for v of
oot I8 mz‘ , ,%m fetties acenl ud zh;\ coaid cover iiz:* vehicles controd
The BB, b@»z use i fund *m Puroooan Uovernneni ;;rm :(39’“5 ‘fa“zi‘*mz ff‘;z‘ ;*mg‘es"t" ataral
fover than i :
-
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prorest cost bat wepld Fidders zsopary of the nfiastructore and

squiprnent fendering pricess,

The FIB have boco approached and have indicstnd thelr Uderest i sonsidering this project,
They ate curn 1 v ievolved in s nunder of o protests s the B and are well avare
the funding vy vvol fved in those o o;cdsa The benelitsof HIB funding buve not heen

)

factusedd dnte the model.

: sction of Line Do and this provess s
ongoing. Properiy pzwe&d 3. adve:r ’ beting ravenuns are bring actively
explorsd and nechamisms csinblished fo opwmc thess funds

The way in which the yubl j jort, whether by way of up-fromt

crant or support B a prive ing suining, 56 <“s oy reTnain By i
&zai?sar‘: aof the OBO. 4 commereiad funding solution would i i
commercial deby ?txmdmsz throuzb a .%T’M IPPE contract, A hond solution may be meww effective
but this will fargely he dopondent on rates penaining at the fme of fingnoiad dlose uod will be s
decision for the Infroce. Leasion 18 a0 option wiich will remain under consideration as u meins
by witich to capture the moxina by booetl possible

‘k‘ traneior gnd perioemancs benelits and
YEML

A P sodunon hes the potontialio otfors
seifl be tostod 1 the DB to detwray
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8 Cost & Revenue Development

8.1 Capilal and Operating Oosis

g.41.1 Source of Tosls

The capitel and vperating costs for the Hne have been prepured by Mot MacDonald sub-
comsudtant, Brian Hannaby & &mszw&m wnd are based on the profared route slipnment agreed
st He and the Councll in Septemnber 2003, These oonts binds e Infrssiruonys, velutkes and
the slan U Uosts associaled wily the nroject . The ooty are bassd on (e Dutiury oosls B other
sysiema in the U and bave bevn subivoted 10 2 benchrourking suvrcise by the toohnieal sdvisuns
and tie.

The original costs provided were the “huse eosts’, Lo the technical sdvisors eatimate of tbe-
actaat vost of ihs work based onthe analveis o date, A contingenoy is added a3 Here s the
potential for olomenis adising that may reanls In costovermuns. The ovendl contingency in the

final Hures was HLRY when spptied 1o the totad capisal bass cosy am::»zzm‘mg 10 £23.7 million,
wether with the dentificd sontingsowy, roproasnt the Speeified Capiad Uost

ha e o
The wehngy

advizors have applicd the continpercy 3t Silforent ey auruss S onst vaptions
derpnding oo the percoived ima;azzz-,.ai iez -a.{-z;:?é;m% ToNi Ve

Thie capual cost extimate breakodown for Line Do as 10

8.1.8 Capital Costy
- Description Lime Onx {';E}*
Civil Worky 37,318
Fleoiddesd :
Stops
Depu
Track
Land und Property

‘}"ehéc%:f:s

Specific Contlngeans 23
- Spegified Capital Cost 233850000
- Inorememiad Optmiam Bias 050
- rand wial E 274,130,808
A8 petnes gt 2 26
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2.1.4  iifeovole NMainjenancs

Lafecycle vosts have oo ssmated from e il oo dat
fave brow derseed Doon o vopnpeehensive dabuse corapled %r,.
infrastracturs works of sompioed sod propnsed LR sohomes tuously
estitmutad Bifecyole costs relite 1o seplavements and e wals nede:
penod and wxclide ounming costs and foling ImainlEaanee Cosis.

The totad spond, in U2 2000 prices undiscounted, is 84.628m.

8.1.8 Farmbox Rovenue

Barehox drcome prostciions bave been provided by the Line One wcly
MacDonald, based on the detailed vyercise andertaken by their sulvcomuli
Glewvr. The Brreonsting models provide demand and fare dute for 2011 and 2000
& 30 vear profie, 18 voceasary 1o apply the sverses annnad growih beteeen 2011 and 2026 zziiz,-
modelind forevast vears) The eyisting revenuss are assunied 1o romaiy covstant from 2026 10
the end of the conmracn. For the perivg belveen 208 and 2011, 2 havkvads extrapslation i

apphiod, sublect fo apprvptiate i ap of Sopand and revenue

To prw}* ce

2.2 Methoddongy use by Techruca] Soivisars 10 sl Farehox Revenus
ihs sevtion dosoribes e wa:ria Mﬁc:mam by die o the spooiaiiat consnitat o develop e
revenue prolections for e wam o

8.2 Anaiytcsl Framework

¥ December 2000 consultanis wers commisainned by gie o develop an integrited lundauned

tranepont in ton (147 ii i ﬂzgv}c, o Rvenast the changes fn Tarchox rveous and & -ﬁmfzy

towes by pu s fenchonslity and geograp if the
ds

: ¥
model i now dese s detils reforenes should e i
drechnnien (oo

"The moded oompnses 2 Sivrarchiegl stuchire. A1 the fop level hore 38 o statoni Bod wen
tranaport fnteraction mondel, onasisting of the TRAM {Tealfic Restiaiot Analysis Model) and the
DELTA land use model. This operates & an 84 zoge level covering the Edinhursh. Lotian and
South Fife arcu and models o a spatially sgprepaie. bt temporaly and fanctional o
Thiz vovers the full range of seavel responees B mamspoet sod fand use chang
frequency, destination. mode sad tme of dav. The find uss moddd u;wmwa i f:i’;?;&??:i‘«”t?}}f with
the transpont model, forvensts the lovels of fand uss and Sssonioted pog S
levels, This s based on the basslme seonario 2001 aod forvword Joubing palicy mg 3HE %“»‘ fvdd
of slowable developmens parmissions by mme snd year),

.

ted Toved

¢
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The T U
Pt does g
Ce

o5 40 frnnspret asryeatisns

:'§ s;zsjz&séz;\si azsi fenetons o pablic anspost

Sssipien el ’i’\%z sere deechuped wrvering the some prorraduc e
: Ei A mowi These wWere W%%ﬁ' n oordoned CETM3A neowoeks, but have addzzzoﬁai

deradl e LRT conido a&: s il :

TRAM/DELTA el

she DIAM mudeds,

The LUTT modet wie develnped in 2001 and cafibroted and validuted to current date. The

YA mesdels for nublic tramspor angd fizhyenes were cordoned from the USTME model which
cadibrted und valbiaied wo 2000 by e 8B Torm Moded Copsulians ‘v!‘vA U8TMMA was

weenthyasdited by the S8 Teow Mude! Auditor 51838

wil model developmons was subsoquently enbanced o December 2000 by the
development of 2 Local Bepvumic bapact (LED moudel to lorenust the «m}er SOOMOIMIC Bupacts
of tranapont chus '

o
SRR

b Bps Beaneh

The madel w o vonsiss of the Tollowing subomuodels;

road sestgnmend nudel,
natdic {r.zm@ari ;3;2 SHBTIERT

£ NN TR B BN ]

The model canex
policizs as follows:

Heitly simulate within the svstem the Key traveller responses o differsnt

chupge i s frogqueney

chunge in oty doatinagion

changs 1 mode of teavel foar, walRiovdts and public manspoty,
chungs insme ol ravel ¢ >4~bu,1r wcai\da} nand

chunge mroute of i‘ra.v::i‘

E- S B B B 3

inked subemodsls os

The LT model consisis of asuite of

DRETA « o landense model inveiving vanous sebavodels St prodici chaages
demmagraphics, car ownership, emplovient and ecopoenic conditionsand combines Sese with
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e
A
543

Eraffc Resraint Annlysis %!{sﬂéz}
ranges wonnwd hehnviony el o z%w ohy
modde-choioe, hm&d? fravel desiv

poke sodiware )y and

sosdelio p wovide detuiied o
nazi o;zd*ﬂri B ihesonk fsz«;

adal 10 pf
del AV

F"éw maxia; {5 use »:i i
sed rothe P onodslling

PI DAM - dowiled pulitic isﬁ;‘a«p@;‘? ssignaent and route s:izm;»s
for pebdic Laspors iImprciy '
EagE e
model forscosorveed chanees i amey

s s e e

tirnes andd reverae.

et the Network B
'.m,isfzzwi i

the MAWC

wwt faetr fie hus discusend the soode! catpnts on matronage andd revenae with
inmxés vk Buve exlenwee tram experiones i batt the U and alabully Thev fave
contirmed that the forecasty appear soluevald > Keww T work with tle 1o enhane the
patonags suppest fog the Svstem,

arens, The mudn wsmzﬁi wz-i.i Ui
wveaus protectiod snd saha

', ?‘mmdev éznprzzz:. o8 ca;;szt&j IR,
wotection and micy

i
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853 Vaiue BEnginesring and Dozt Opimisation
8.8.1  imrodusiion

Having catablished potentad rowte sionmens o 2arkier oy
Werk Prckage 1 (%P1 of their brief which was 10 sevigw and o8
these fat were “hest” nerformess Foar optives within 80 mathe

Mot MacTeeld unideriond
hese posntinl options o

2 Zoop sare ideatitied. To
e version

;\;’zsd s um andd o within WP these foar options sest anp
A §TAG 2

s ecoseliiphicng 5 s und thene were pat Brward e part ol dee

43 zzzci v the Privoss Rivewtf Goorge Street and Rm@bam Rail

u} Breds t?w rete slienment were selectad v the basia of mindmam disraption
: 1, whore posmible, segroguted runming. Ose of the muain
?éﬁiiiﬁ,‘ﬁ Cooridor tv theneed 0 vaden e Toltnidee
itk shpmvent, Al reviewang operationad effeots and oost
.ézmpiiczzimfss o witien the sirbonee, s reoarananded thatl interiacing of the zw,cé»; (b=
directionel ranning s e wmost practiced optisn, reruming the stroctire 1 e Geipinal foem

c' Ty N

B3.2 Cost Gpiirrdsation BExercise
2 Public Consudiation and the selocuion of 2 preferred |
: ,~<~rn§':s*”> Wy heié o 4 wapdore furthe fc:ag,ai:iai .

rechuical sdvisors disoussed avsumpuons that had been deveduped
asix of agreed sperificutions,
cqaipeat ack consuc oy wd quaiy m? street fimishes,

wihy, sumber of

e w;t?z N

fathesssbkmn o route 1
g :zzz-;:% S‘i i fine thi-divectional) rusping.
S vl e ;z:;%"\,md mzrz e t%}z, oPor

e, ond the nrtive eiteo on other
o9 1 vapital expenditure lruds to

z'm“w:»:. M UTR O
pironage, myenue, BE

perception have also been

resher f30s
oo coms. piazmma sppraval

Although the srincipal ohjseiin
Capyial eupendiinre, other Sug

Pk

8.3.3 Conciusions o Cost Optimisadinn Exercisg

3

The cost mptimunion v vhalvazed many of
wWHB Ipent 10 cuRipront provatod st iram ¢

saved on copdint 2 genditere Ty Lane Qe # ol the voppesied i SRS we iyl
Hewever, this represents o relatively syaall proportios of the oversll g ﬁ.iui costof hm (e
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Gran thun 9% and i convidered to bave ¢ mudor vapact o dhe Counedd wapinmions By the

Syatens

ihe service. Th
Op Y3t zm B

zapproval ongd these

optings may have fo %:)c s3] vd auton tbes szumn*i& 3

: o5

The Speciied Capitel Costs sdready reflect compromize ¢
thut public perception of the tran s
wdverashy atfecid by many of fhe s
Adthourh the impact of the changes wp d
certsinly oos which e wnd thiplr advien
nene oF e coM cutliny aotioes huve beon
unisvorable when copsidenng the oversll abjpctves nf the Mi}é{ici\
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9 Financial Model Assumptions

2% Summary of Assuraptions i Financial Modsd

The Hnsnoid models have been developed by ot Thivnion i sonjunction with
representatives of tie and the Uoungsl tanspod o 3o ordor v domonsiraie 1he podeatiad
funding steategies for Line One snd Two together with their fmarciad impacts. The models
ing together the cust and revenue snalvsis from the tenhnical sdvisnes

(e of the msn abincives when dess Fet
pessaibie, and diow e sepan
cquipment supply & 'nfmq indine wzzis tie's deci

s roasnn the sodel s Deenndesign

o on v deve

2 d«» 2ﬂ ped 10 :cﬁm ﬁms :icm«zzzf;ifs‘ of the contrant,
sts, which rmay be
ssign, Butld, Flaanes and

i An 33;?1‘;83%1‘1&*&;#(‘ niodel hu bee
;}zc‘s}mmz edy s

®  The G option s o slandand PEUPPY funding plan of 597 senjor debt and M¥% sk
capital. Thusisk izzzr;iz“ai is wineied inde e prolest B spproximaiely B9 subordinaied deb
and 14 hure cupited. This model g ) the cosly f;'{ m« {«m ot are ﬁzmiﬁii
by proig S owhich sre mpoid o
wasnciuted with the contract are 3!23‘3{2122%”:“ i ana ratany { .harizs:,, for the avaifability usd
maintenance of the sviter which would be met by the pablic secior over the contiagt

perind
¢ Assoond option o PR Guding stractur, wherely o
v sded frorn the PRL thereby ieduciop
: TON PR sz{ cegutined %3\’ i?\ 58
® wrd pencipal ophos had bees o develop & public secior model which wses upefroeg

capital zrant io finance the consiraction of the prodess obviating e soed for any prvaie

Iy both the Pult
the commeraiad fus
seqipted to optimuse te cast flows within the models, sl min

PFI model and the Pariisl PFY model, Joans will ¢ eprevent BO B thun 0% of
creguirement over the poriod ot the z:gmsracrz,, andd repayments have been
snising the fundmg s

-~

pessed vnto the public sector. The balance of vommersisd iunévng is from private seoior squity.
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ras

&

o]

An opurstionad m-mﬁe‘% has been developed to s op tup of the Infrecs moded and
a:fs‘asai:i:ziazte: sl slements of the rran: peolest sogether. Thie mw*f;*f;mm«, the Unbiney

: : 0 proded mm«, with the opvoating oash fowg
; -1‘:&1"2(" The

of thie Unitary Lhatpe &

£ DPSraling Coniati 10 ¢ :
vine e of the prorent,

wive the aut pablic seci funding roagsuoiicst vy

Q2 Mooel infiows s Duilioaws
The conmndidated model b vaseatialle a vsh flovo reprovod
serovinted with running Lige e

avon of e intlows and cutdloss

i‘mws o the meded van be suimmerised @ faliows

ran revenue atteams archoy mcomey;

o commercial borrowings in the Full PHL and Parial FFL models (reprovadile duoegh te
Umitary Charge); and

e Public sector funding in the form of Usitary Charge andisr capital milestone elaneas,

g2 Outflows
The main cush outfiows of te model san be summarised 28 follows

vapiaboness of proaring the tam Uos and squipmend
sl osirdnenog o
i eeoresenting the dav o doy runming o
P TREDL.

e
Qperating
debt sorviving

IR

LR S S

5.28.8 ?styzc seymr fumz;rsg

3:}_?(1‘8}‘::

928 Assumptions within e mode!
‘The following ars e Rey tesamptions that have beer made withis the financial modal These
sssumntions bave boen discusand withtle und e sppropriale Sypentadyising.

2.2.5 Irdiadon
Ca}}itai eosisdnution v ol

iw-&e:mi?mrc i A 43 iw BRPis 12 , ,
rend owtkel conditions vinhin Fﬁmbz:;‘ab, i |
e 1§zs- wzfi»r S ( \af the i* Bovan Consiriotion md;z«m«

v e
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BPOF provess and discussion with the Countl: §t i theredors deemed approprists that the fure
severnse will buve an inflationsry facter of RPL in the sbsence of definitive suidance.

Lifeeyvele Costs: Indexation on Hlsoycle sxpendinwe 18 sssuned o e 2.3%. This &5 the same a
e ®PE figure

2.2.8 Private Sucioy Funding Assumplions
Within the Full PFL und Partial PP moodeds thers are 0 nauy 3* 4<§’ Bsstmptions made repurding
the funding amranzerents, These are made on the baws of the marker conditom af present and

Bave been benchmuarked against similar projecis.

927 internst v
The foterest rate on comumeresal fonding b ssvumed o be g corrent maket saes. This reflects a
conservetive axtinate of moeditniong 1ot ratos sotng Fovvard sad inchudes & rish pramius
assnginted with the native of the oot The sterest rate oo Tash deposiss v ussamsd v he at
cimanl ket s

2.2.82  Subordinaled Debt
Thisisa *‘:m“ of’ ia'< ¢ fé‘—ic.i«m risk f‘faﬂiizazii ad wiald be pz‘(}‘viéi{fé by the private sectivn spooasrs
' wimzi mvmwzzs ww‘:é e mirff i

fased on cusrent Lci PRTEMICICIS,
propottiernd sopior loanrepaid dn ‘:33 iy £ e :m?*q i the ﬂqh :wm?.zb

928 Bouly

The couity wonild Be provviderd by the sponsars of the prosect andior tad party invasties. The
squity injeciion reprasents 1% of the total funding requizsment. This is pure equty, however
the renen on the sauity has heen combined with that of the sub-debt woachisve 3 -oirmﬁed e
for the risk cupind portion 3t corrent maarket levels, The retum on the e@uity is in the fimm of
dividends, which will not be puid ontll the Infruco has posstive reserves.

82,10 Timing &ssumptions
&duo}. sonsrEcten s sobeduled to commence in duly 2000, althoupdy it s wesumed there wopld
be il expenditiee in the period prior i thut dute relating to, sty diversions, design fees

and land purchuses.

23 szakézwﬂ zm;zi:z;rs.ﬁs'si ay Hoanwdal moglels
; Stos o Coepale taxation is that taxates should be reparded as neutral 8t
cdpaient of the prodect This is bassd on the position that zoy axstion
.‘. i the project will Be recouped by Centeal Government and are thersfore
newtrad o the pu rse. Beenuse of the ceparation betwesn HM Treasury and the SE, this
reniral vash flow g oot bet as exphained below, thers & gond srovnds for s
assurepizon thal taxstion will in fact be noelinible ifthe project 8 ractursd properiy. No
attempt s plonned to achiove any Hinanoial sdvantaes heyond neuraliny by ¢laboraie plasnimg o
guestionsbie corporate constractions, The wiception 1 the neatrality gssnpion s payiol]
taxes, which sre assmed 30 be 2 pet oost o the projest, nuinithulanding that they wee roceived
fully by Central Uovernment,

PAYINCHES Bl

theeiten B i'm;-
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& corpornt subsidlary ovred by the Councll will p

suhices fo Gie henefit of poup selief Wprepedly sirsonsed. The i groun wonld ot indlude the
Lonncil i an entity,

Arcordingly, the not income zenerated Iy the toase will ot Be taxabie i owned by the Comncih

232 Grand furgled modad

5

o

s modsd involve I eocing procuranent with ny strgcturs. The SE man
This model involves publis sedt Gogretient with v PPLstucture, The SE prat of £

0 Surinz consiRiction. A laTee prpd
e for Capial Adlowanees puopises.

vl

: ton of the capital oo
fuy: Ef}?i;zo ospens

T
)

Sinve tie operating nephes wd other morns will st wath the Coonl it not tasaidde. The
& fec, vele costs will need 1o be met by the Dounc since they are sver and above the availabic

This modal s therelor ax neuteal,

85.3.3 Fartial FFi
& the capuisd cow fmainly focased vnwiidiy w

sk and fand acguisition) ¢ pardy met up frost by
the grant, w0 fong @ the grant for e sxpenditore 1 received by the Councll, the grant fscome
ansd the capital costwill be oo neutea]. B the work s dome by wsabuidiaey, the zoan will need 1o
be defined and strectured vpproonutely b wvaid being texed ox incomie, sines wed ey woeld
result i ad charpe, bodh b the Counal and e the PRLSPL

An 3P s setap o normal BE foom, This recsives 3 streum of availubility paveent from the
SE /e Douncil which e taxable tnonnrg e the SW i”h wystem vonsoncted by e SPYV &
srroriised over 30 vears, The SPCwillx : frvone b paydebt intorest, repay
Ctapéitazi Crst zmii 4o pr iy, The fiancial model reflects v pratay retuen

43¢ 2020 SqURtY retuTy 8 acommnadated.

Accordingd, s maded cop also feivly be megarded 28 K sesinal.

.34 Lesasing arrangement
A betier Balioce of o8

§

and rowaed conld invedve 4 lessing apras ag coront, which has s date beeo
exumined onby ot a peelimingy lovel A leasing arrangen 3 i S fnance
gompany {LeaseCo™y could invelve the LeaseUo constructing, ﬂzzzdzs < d;v? owiing
lessed s the Uouncil (or annther uperating ontity). Leassfn amizid et the beanfit of g
gxtent of front-end Canital Allowances, The fase prvments will he tncble inthe by r*}“ 53
LeaseCo and will yeguive o be suffivient torepuy capstal cost, fund {ism service ang ;:mv;z}f* 3
prodit margin B the feaning sompuny,

eydinny,

i

The lease prynents would effertively spread the copited cost ooy 30 vears insimilir b flow
forrg tor the PRI mcded and the pavaments would requis 1o be guunintsed by the SH wr ihe
Council, They would however be sahmat to sysiom svailibilite. Both svsiem swintesance and
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S5
h3
Hed b the keose proviling fortheo viek tmosfer and csh flow protile

i1 required by the fes
pend on the extent of

hesase, which would have enquily
eamsfoe and will beosubinol o nepntiatit angd

sferand provide s vash How benelit o
b nv’rzzf}m‘ ?as.i:mg trostahitsh i
wntage and the

assumption of tuy new

The tax henefi arising may be substmingd bot bes not been reflectad in the fnangial ndsls
afthe unulyy

C3E VAT
diof e dbove 1 sonabie 10 assame that Y AT neatrulits
suppliors of conital squipment auch a8 tram vebicles are emigs entities
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10 Financial Model Output

101 Intoduction
Thizeovtion z&;sm trpether ¢

* N ICHOBRON T

addition W operaly 1g ookt an g

dinsecnen 8

ot Group and the
e

The miodels huve bown developed o refle) the corcisions of the Procure
sroposed separation of the operating and Infrastnucton slements of the ¢o

3% ace wnm:! f,%z A cortain conts will he monrred in the period prior to the sturt of consttaction,
st beoin in Docernber 2005 with o Mbvewr oparational phase,

f:"‘

- reduction i the oversll Ootisniue B percentage from 1% 1 15% wv g vosudt of funther
mupsen b v
 marpimabamendnen Boyperating ot

smended solit of wp-tront and defered o2

2%

¢ wypnt of Transdev: and
s i the Bybrid model

102 Funding Mudded
The model has been mn o domonsinals the

s Ty 31‘35 Befleuts » Desian, Basdd. Booanve wnd it contract for the z‘:‘aﬂzmatur“ anl
13 fandive repad by the pabl
wesepaeats procureent of the Cpersing com

LESC ; £ _33':'-7 Fare Ty

srewent The badunce of the farding b repetd. w dhove, by

: il 16 cover the Infraco liferyile

2 DPOT mane

wWay sar e ¢

0y amie coste. The opeeating contract is procured separsiely following th

coslswith grant
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e Unitiry Charge - Belates w the annaalweeniar pavoents paid 1o Sind the Infiscn whore
appiivable:

e Lifeoyvele Couls - planned maintenance und wefarbishimont costs, 1o be rant by the Infiace

e Hevepue - the armusd inoome B the oo in the femod i

e Operating Costs ~the day 1o diy cunning oo of the tiam sl

e Public Sevtor Grant Punding - refares 1o capital ot lifecyele &k{iﬁﬂdim!c that is funded by
pubiic sector grunt. Sonte of this tony be enabling warks aod

e Totud - reprosents e noteashflows frore e model o & real { Aol 20030 basig

Appihation of Optimivm Blas to Detailed Finongdal Model

The detatlod Banniad vonded desoribed 1o dhds section have oiled de ol eleni i e

dentified loved of Conlinisn Bias for this prvect. This hus beon doue 1o demonsiraie a2 Tworst
s seenaric. A noted saelier te's sk pracedures, together with the DPGF appniach, have
been developed oo e topuciof g

The sevtion below sets 0wt o somsmary of the Key rosely oo the Snancinl models

Full PF

i

This moded assimes that the infrasteocture ds fully funded with commercial Boance withithe
cxeeption of vertpin enabling works which see delivered through Public Secior Grant Funding,
The Infraoo ie poid theougd & regules Unitary Charge over the langth of the sonract, which
meets both its funding oblipations and anpusl vosta.

i. the NPV of the cashitows of the mude! insluding payrosntof & Unitary Charge, system
operating swples and public seotor gruot fnoding oy enabling works 18 £360 mullion:
and

2. the Unitarv € %aarg» ire cash ferms 1o the fiest B vear of operation. vading 31 Murch

2 would be £38.5 aullion,
Partial PEY
This optinn assurnes that Hhe capital funding requirsnrent is met by Pablic Sector Grant Fanding
with the balaoce Boor commercial fanding. The Infraco is paid through the milestones wnd the

Unitary Churge

i she NPV i the cush
operaing surpia

Hows of the mnde! moluding payrosnt of 2 Unitary Charge, system
s snd public socity grant funding for enshling work is £304 wmithoy

2 the Unbtary Charee wonld be redived i this mode! a3 the wtilisation of public sector
fumling thrgh milestone pivoents tu e Inftaco reduces the commoercial fanding
seipitiement. The Unitiry Charge fo cosh torros in the firs fudl year of operation, ending
35 March 2011 would be £33 'miézf\n' and

3 Poblic Rocow geant fnading o £120 million fonds the milestone pryments siade Up-

Frant o the Infraco for construction and instnliation of the system wgethee with lond
sequisiion and dnial desfonoaosts.
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Up-Front Grawd Fansdiog

i assurees that Public Sector Grand Puniling s availsbic o pay for the infiastnuciune
i thercfors conumercial fanding 1 oot vequired, ond henee there B o Usltary
i ey Charge bud fonded waand when

dhis op
A% I3 i
Charge. The Blecwsle b therclors o m»:,miu:i withimul
itig ?C?fﬂi’muéi »z:?&r ihmwh 454

&h)ﬂﬁimﬁ for ﬁw T k °'>iame<i by the g\; e sector under tus option. This will folloew detwied
analysiz of the infragiraciure proCurement contract.

i the NPV of the vashilows of the model including funding of construction and lifecscle
COBIE SYRTM Operating surpins and public seotor want funding s £236muleny

o

no Unitary Uharre b pavalis mobiv model s ol fundiop da by way of Public Ssaiwe

Cirang

103 NPV Aﬁ:ﬁiy‘"“
Bearder sas 3 diszussion with the SE o the optimal funding stsategy, the resulis of the
r:zod 1 mm bc exanuned #nd conszdera,srsn givenia mf xs im? i;an‘ f»' :mcab i‘hczr tubic

‘eﬁ«:&en 3:&.:34 el ’oa\ d.zm of A;mi ﬁﬁ T
the three schemes bgf d.zm.o-;mis:zzg the vashi

ﬁ;-,ss, Wi %vav--s animpscion thg i\?‘x’ zmai sin. This analven Wziéi beundertedon ws purt of the of
fhe develupment of the Tnfraco contract, &t that point s detailed rigk matnig fov Ling Une with
sHocation and priving of individuslisls will be completed snd actoned In e nodela o

faciite a ¥EM ossersmeent. Snehap assousmont B iikely o produce s diffonen NPV msalt

that ahown belows

NPV
£080
? éi , MO8
i '33‘;4 285

PR

?39 ?54 st Tarand Pundiog 236,338

The Bl BT route has the highest NPV of the three options. This ix because it has o fond the
cost of borrowing privals fimds and potertiafly aldo the Ty busden of the Infrecn, THe naip
atdvaniage of s opten from a funding pespective for the 58 4s that the g\uvz“e“t% are miade

sver 3 perind of thme (30 vears in this casel. More fundamentally, there miy be significant risk
transfer arud pe*;farmﬂm:ﬁ henefis from s a sohstion,

The Fartial PFI option s simdlar to e Pall P option oxvept S past of e capdiad
expenditure ia met by Pubdic Secior Grarg Punding. Thie i sltractive in thet 3t Brwers the NPV,
but does mesn that the 8E will have o find sipaificant funds i finance an ¢looent of the inital
capital expenditure
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The showe anghisis
NEY of "m ;%m, Qg

'Wrﬂhmw«% e z}a%’ Fer b
dibe bin
TECO CORIREL

et

or due e Shnges B marke

& change in the intorest rate wil] only affet tn
: 7 inieras i
Fravo should By e interest mate Yo the dumstioroad the s
N RAPOR

agh il

1K
Fol %’i 1 vode] and 5 ,""z i
bero etfert onthe X

The effect of infistion w mare comp!
e rats ‘ e the Fudl PRI

oS

Frons Grant Buded moded by el 2%

i beiow v un ,zi \3‘*" the ;\}te'z '
3 heovever assaines i%zat hie BE s sble
e nver e promosed three year

TR, i‘bc A8 SRSV Y aot
indivicht prossct, butrather o

raciame. s ther s sl some o befive
2 senvilivilie indicale how the punded vl

costof fanding, Therdonta

S owith tledthe Couney uoul the Infrco Contrugt s feb. AL thal podm

n o effectively hedoing

yorsdels differontly. A [ change in
the Hyl

beid by cieca 8% and the U

LB Sources angd A;miwaii«mns of Funding and Affordabiity

trary B

Fhe fnuncint models deved
coat inputs bsed un He's i "izm*

et 1 aupport this Predy

dyviiors aalie

i Case comiain rovenus and

s of the meorent. The models alsccontain

assumptions regurding commercial funding porameters hased on cment market conditions,

In order 10 idenndy the fundd
Edinbuegdh Tean Ne "«w;-‘-.'« th

THY

.l??ad

n roguirsments of Ling One in 1be context of the proposed
SE sunpog fas been slfovaed by te to tiis Line basgd on &
i & Below uttfises the NPY from

sl fanding sowrees the
by the echnioad wlvisons

chuding sddivena! Cpamism Bias.

AAAAAAAAAAAAAAAAAAA e
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Mote:

Project Fundine Cash
Cush Flaws Flows

catnd Bxeoutve Grund TI0N0

ther Punding 33050000

JLTICLN0

i}:aé 880 Totol funding HI0500

foats snd the alscanon
AInEnt,

Tt shoudd bo explaed z%zwi the auril
of e grant award i ik

Taken on s standabong the Specified Lapint Cost i bistents ﬂa.,:- ity of

L2483 midhon m X W«*ﬂaés} o compried 10 du ’faf s, sxauming the SE
were propased 0 advias S g : e ling i f\m“ sathes than
apphad tod
mirastracne sonder, i widl b
sotad fundin o
srtisipaed m Fetie “{3{}‘

& progesel netvork o < : o e terms of B
3:"’“ CNeER urition snd the

tie belleves that the estmutes i represe o reasonabde view ut prevent of the sources and
apgxﬁéca&%«mw\' fonding Tor the Line wn 200% prices. The sources of additionsd Tunds desenbed 1
Seotiom 7wt hedeploved 1o oo the requirement dentified Whove in widion e
opsrating surphas from tus Line. In ssessing afiondabiliny, bvo key sssmnptions bave been
wade:

o

u than the £37 5 poaet which v

o that there wit be no inderation or Rather
iy ;'11}. e by the SE o March 21@{31;‘3. wmd

R R TR ecration of makong w g cash How
ot snbudy Buen poblic secy sounies

(R

ey wre subreat e relipement and
thoue :z‘:;cizaz;iﬁ:

change, Om ihet

e canital oSt estinutes ~ which will be developed further through dutaiied dosiyn work. advics
from Transdey and then markel-tested through the formal procuresiens process; and

fue i

_ o performente
; ;wbmmt ol

LYVICS ‘1’3’.{? raiiom

T propeny development
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gal covnmervial ancoure that can be driven from the

rams opsrations,

tie has apprased these bey issuss and wasessed the funding whivh bus ressonabie visibility and
can beodeliversd By the scheme. This has beendone forbish o wupl Hoesaad B e
netwiork of Lines Cne and Two In the context of this docament, which is preparsd In suppot
of Ling One, i s te's conclusion thar

a forveard the prcurement ol Line (e un 2
| the Dunding which is reasonsbiy visiblyg
b whva sdwerk 23 One snd Twe s asssssed. it boconies more difficul 1o be fully
sumfident avaiiobde foading ol scoredingly o 6 areed By
furthee dey i 4 <
T b =‘<3g£i0'm wnthese
i i the
f‘k« st businnss
<. i provarement of the wwstom should be contineed scomding e tlie pre;aramme

simetabis wiiel will dmxr; arnpsratag system in 2608 The p“sf ernent shouhd be
vxecuted o o phased basts which

& emstres the constuctiog slwayrs romain within
famding winch van by zcwzdsd @ setmnnadly assured.

B cranies
mfrastmciure, whith w
ahvantazes for both the
Fhe curront i
20 the cunservay

the gmm»f‘smz‘ed”

m& vf Lzazea Qm ,Aad iwo 150 ba Lomss w:{ad Thergwo
: i 3 b catoidation - the wuen and debt seraice tost ol
ding for '13*3 ,M;nz siion am‘i R h{" : ivmrirm* the valse of Iseaing arranpomenty: Ge tuwinp of
cash intlows frun operations and more fundamentally whether a F¥1 mode! would be deploved
neaninztally e nssessed when the previse funding route B8

- dt»(‘?di?zgi’( z%z; feame canooniv e 4
15 miatier o ander svslnato and el be conciuded vpen in e UBG

#44

.")(\. '.'V
LRI

he ii}L \az'* FeCt g of ii*;‘ recenuly g

M Tees

; - : Hve balanee of fingneiad
ng. bo sermmary, the esswnptons B e Townold vedels e

i

I will 4

riskoand urederoan
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csponditue abo
ted; 3.3}‘1{32

sssumed o b ding %
supmented by }2’1& i%;u & p m SOUTTeR {3?5 Ry
propeny gainy ol advorisd o B additon e Uouneil

i’ﬁ‘?fi shment i:ﬂ;’}ﬁiﬂi LENAR Oi‘i of U:’Z‘d satioma roenasy.

x&-;zgi' TOORIe W u:ti Fdi

Further discussionons these atanacments will tske pf

e Bepwesnthedongil and B &
deveiups ment of the (RO Tor the infrastatiure,
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