From: John Ramsay
Rail Delivery, Transport Scotland
15 May 2015

Minister for Transport, Infrastructure and Climate Change

EDINBURGH TRAMS: Update on Current Status and Revised Programme and
Cost.

Purpose

1. To advise you, of the revised “Open for Service” date and final cost increase, for
the Edinburgh Tram Project.

Timing
2. Normal
Background:

3. The Minister was advised on 23 February 2009 that Tie has been conducting
negotiations throughout the past six months with their contractors on the
development of a “recovery” programme to mitigate the scale of slippage, since
Financial Close last May. Sensitive commercial talks on related claims emerging
from slippage have also been underway.

4. The commercial negotiations with one of the main contractors, Bilfinger, broke
down in late February when Tie and CEC decided that it would not be
commercially prudent to accept their proposed terms. This culminated in formal
dispute resolution procedures being initiated by Tie on 19 February when
Bilfinger refused to start work on Princes Street on 23 February as programmed.

5. Transport Scotland had been previously advised by CEC on 3 February, that the
additional cost claims were capable of being settled within a range of base cost
increases at a range between £528m - £546m, and as such remained within
overall project affordability. Transport Scotland’s view then, was that until the
additional claims were settled, this expectation must remain risky

Progress:

6. The dispute between Tie and Bilfinger was settled on 20 March by means of a
“supplemental agreement” (at no extraordinary additional cost) to the current
contract. Bilfinger commenced work on Princes Street on 24 March and work is
progressing well. Prior to this, Tie had hoped that the recovery programme would
be agreed and commenced by the end of March.

7. CEC now anticipate that Tie will shortly obtain the Consortium’s approval to the
recovery programme. However, they have, advised that while they remain
confident that the recovery programme will mitigate much of the slippage,
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particularly at Gogar, the “open for service” milestone will now slip to February
2012 (previously July 2011) The revised final cost of this will now be £527m.

8. While Transport Scotland’s view is that this is a more realistic view of overall
progress across the project, we do not share CEC’s optimism about the revised
final cost of the recovery programme at £527m. Given what we have seen of
Bilfinger’s recent behaviour, and their propensity for additional cost claims,
Transport Scotland believes that the final cost could still exceed £546m

Recommendations:

The Minister is invited to note that;

The Princes Street dispute has been settled by means of a supplemental
agreement to the current contract. Bilfinger has now commenced work on
Princes Street and Tie has resumed negotiations with the Consortium on their
recovery programme.

CEC remain confident that Tie can obtain agreement on the recovery
programme and reverse programme slippage in some key areas (particularly
Gogar) However, the “open for service” milestone has slipped to February
2012.

While CEC also remain confident that overall project cost increase can be
contained at £527m, Transport Scotland remains of the view that this is a
risky assumption, given Bilfinger’s behaviour and outstanding commercial
agreements, and could exceed £546m.

Transport Scotland will continue to monitor progress and developments and
advise Ministers, of key developments.

John Ramsay
Rail Delivery, Transport Scotland
Ext: I
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