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EDNBURGH TRAMS: INTERIM OUTLINE BUSINESS CASE

W recognise that there kas besn a very substantial cffont tnvohed in the production of the Interim
Outline Business cese which we received on Frday 1 Apml There has been considerable and
posifive ﬂ-’-:'lr'*ﬁ'#}l"m"ﬂ! of the preliminary financial case and we are grateful that ihis progress has
been: delivered in the abort time available within the tight business cese tmescales facing us

Last week, [provided von with advance sight of the complete Hst of quesizs that we bave recaived so
far reganding the Interim Outline Business Case of 31 March 2005, These were 2 mux of both high
and low level — editing queries and constituted the initial responses from the wider Executive as well
as our financial advisors 1o the Interim Crutline Business Case material submitted so far. [ know that
you have been working in the meantime on further editing and revision of the JOBC material zad |
tenst that the early sieht of our comments was helpfil i this.

[ have now aitached a refined view of the key issues that have béen raised snd on which we

reguire further cluarification to enable the wdentified chotces and Uutline Business case process 1o be
fully assessed, These are the key issues that wea will expect w0 have more clarty on to allow Ministers
a clearer understanding of the overall funding and contrechuai provesses required.

As vou kpow we have amanged o 2 full meeting with yoursell and vour advisers here in Victora
Cuay = 10:03) fws on Thursdav 23 April, At this mecting we fxpect 1o both reach dgreement on
addittonul clirificution required and by when so that we ¢an maintan progress, not just on the
funding and the wechnicalidties of the OBC buot alen wowards a betior understanding of the aftbrdable
cpiions, both for the Execative and City of Edinburgh.
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Meantime ¥ would be helpful If vou could sot cut thet part of the £20m orso o
the ongong Parliameniary programume and @ detaded

-6 which will allow

identified fr 2003
pdvance programme to be deliverad.

Iphm Hamsay
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Surmmary of issues for TIE on Edinburgh Trams el
2 {'M’W"V ;‘3,,.’1% :

1.9

What is TIE's proposal for the Newbridge shuttle? There needs o be 3 Al
chearer picture of what the mmpad s of inclusion ! exciusion of the shuttes. { :

@1.2

Have you congsidered oplions for siagoering the developimeni o Bnes Y and | o~

27 PRt %Hlf

v What would he thae stonomic #nd fidancis! efecls? 3 %"i
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I o How would Sra grocurerseet work? | o A
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14 Hawve other oplions bean considered for the schame? Can tha decision 1o |
pursus light raifstili be justified in e ight of no congestion charging in
Edinburgh?

1.5 { o What work has hEEﬂ“ compistad o cutling an mtegraed Fansport approach
Have othar modal options bean iboked at as gant of the scheme. For
instEnce, ullra iight-rail, o guided bus. There appears o ba itte In e
IOBG 1o expian how this will be achisved / what is baing darie 1o achieve i

The effects of all Sroposals identifying bus senvicas [Lothian Bug services
e aenises i by other cperalors) and thair sffect on bus patronage and
rEvVERLE RS b mndead and logs of revenus io bus services must be part

of the apprasst

F ijm;ﬁmataﬁﬂtty - What will the Project cost? {whole life) !
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'zj; on ;z 55 z,qndsr he ':iﬁfsre-ﬁl procurament

atvisers const zi&red r:a”ge qf va%i%s?

| The Z3% oplimism glidwanse sgems gquite iow. Wouid 3 higher wmber be
| approprista?
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e Tha ksy dishinolicn & the Mol McDonasid sh;:fa' mmm F&*‘rﬂﬁm‘ ahd oy
i stangderd projacts s whethar ey are Greenfeld’ of Browrfield  You sigoes
iz mrofect s sfandang; iz this appropriale

s The Moli McDonsld shudy inclirdes 8 methixdology for assessing oplimizm
bigs againgl 18 ceirses. Are your numbers bazed on & mvew against thi
g ? |

i e What i3 your view on the methodolgy used by Slvvbiprg fo assees oplimism
i &igg figunes for UK iranspon oyecis, and in ﬂar'“msa.r sighi ra? i
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mdy & apprognate i ose Fiodierg's S5 porceniie numbsrs. What ntmhﬁ i
i arcmeipgs e 8350 isvel da?

24

YWhy have you described the resuils with 23% colirism bias as the most
peszimishc?

<3

Your report oplirmdsm resutts for works durgtion.  Have these been laken min
accound in the financia: costs? This could De approgriate for privataly
Ananced infraginuictura?

agent i8 not incantivised ta report COSIE of Hmings accurately. Whal
arrangements do you stiggest n this case o minimise the potential
problam’?

Revenua risk is shared between the Opearator and the public sector
Reporis by S&P and others note systemic problams in revenie forecasting.
How have you laken account of this?

e s e e e e e Wi s misisinaiisnie el 4

& jare spread’ approach fo maintenance and $ecycle costs & quils a simple |
assumption.  Light rall maintenanca can by Tumpy’. Have you consldered
making mora spaciic assumptions an assat iife cycle costs and renewal
dates?

129

Has the impadt on Revenus Suppor Grant (RS3) of phased capex

assumplions bean considersd? 1 s not ciear that phasing and indexation
assumptions have been revigwed. Indeed there is a suggasiion thal the o o
grant will be indexed up — this should be confirmead {by the Transport ﬂﬁpt]g:g---r--"nj iiggas |

e Curerd gssimplions appear 10 gxsamme thal fhe £375m s uzsd on day e, !

s Alsp need to confim the appropristeness of the rate used fo celculsfe the
REG,

3 | Procurament approach - What is the best way to procure the Project?

What approach delivers the oplimum VFM positicn for the public sector?

The ICBC appears to focus on funding routes as the prime criterion for
geciding proiect and procurament structurs rather than value for money. &
robust process for lesting nsk ransfer and VEM should take place before
ary decislon on procuremsnt aporoach s 1aken, as oullined in the Treasury
Green Baok,

Littimataly there neads o be grealer clarily on the decig:on-making process,
both to date and how i will work in the future 1o get o a clear choice that
g been roblstly testad for VM and where tha affordability picture is clear,

What i the experiance so far of Early Cperator fnvolvernent?

The Design Contract appears 1o increase public setior invaivement, and
reduce the sk franster o the private sector

= j4 thare g case for imiling tha design work 30 et resged for Boyel Assant
aimd the irfrasirucione conspeiticn ¥

# What srg the dangues ¢ e novalon arosepe §
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o W aubstantiad public sactor design affect the accounbing ireatment for the I
proiset?

Tiwsrs ars known saues wst‘h n:-llsng siock procurement, aspecially oven the
smadl nmber of manufacturers

" Huw svaid pudilc socior frosirermnnt b fnanead?

» ooy pubifo sector procivemen] alroduce an sddiional IWerface - and
comEnissioning vEk - for fthe public secioe?

Ezrly progress on ulifity works may help scheme ﬁaliver[;:.

» Shoudd the UK apprpach fo uliifes chsnge 7

e B s [TrTeerEers

» Could This be tame ol the prrnsie WEP

o Howw can rigks v ey works be transfereg fa the ,m‘.rﬂ.‘e Sator?

e LA A L L A L aasias

Whal work has been dose on risk aliocation Gptlrn-sa'tl:un'-'-' The [OBC
cumently doesnt conlain a risk adjusted quaniitative gnahysis.

» Why is there no differeniiation of ihe cosls Geiwesan oolicns 7

213 534 LTy T p—

o EBheod risk wﬂf:ksﬁ::,:is e held now?

* 1'5 thers suficiont dak in the infrastiiciume confract?

» ‘What ara the concitsions frory value far maney and comparalar work 7

e (o

e

= yWhar congiderstion hes teen made of possibie rek-sharing mechanisms eg, |
fevanue rskiewand share? i

Ara ihere ofher procursment opiions that could e considsed?

_ Fimncing appm:i:h « How should the Project be financed?

S et Liv

Milestone payments are sometimes usad for other DB projects. Why ars
ihey seen as being difficull here?

Funding issues - How should the Project be funded?

Pihat le the bcalance of fundiaw: betwean central and local sources?

FRSERTRTRES morat

Wihai EErﬁrti'ﬂhr witk has been gone on the funding numbers, a9 if costs
and m-"m';,ma change?

s Oy the Clty afford the risha # M!l' camy?

® i'i(’?s‘at rsks fall on e Scattish Evacumve?

5.3

Has the City of Edinburgh considered any of the foflowing funding options.

o Propanty feealion = for Insiance a8 prooosed for Crossrai?

s Earmarking, of in0masing, mwened Som car paking? A workplace oar |
parking levy?
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s A revised conigestion charge scheme ?

L.
I

What is the impact of the balance sheel tragtmeant of the scheme on the &‘?f
and an fhe Scottish Exscuiiva?

i5s

Are there options for Capitat and Current Public Expenditure for the Scottish
Exeutive to consides?

5
(53]

There seems to be an assumption that the funding cosls under very
different procurement approaches would ba the same but this is unlikety
Herns such as rek allowances, contingencies, fees. interest costs would
differ.

| 5.7

The Level Playing Flald Suppart fund for Local Authardties is closed and the
central funding for the project is not subject to this regime. Therefore, these

funding assumplions {uliliting a similar approsch to thae LPFS regime)
cannot be assumed withou! further SE confirmetion.

Tnere appears o be an overstatermnent of the lavel of funding support. The
reference 1o indexation provision in LPFS award is incomect ~ i is a fined
payment, reducing in real tearms over ime. This impacis on which oplion
has the smaliest funding gap.

Has the impact on Revenus Support Grant [REG) of phased capex
assumptions been considered? it 13 not ciaar that phasing and indexation
assumphons Rave been reviewed, Indeed thess i & suggestion that the
grant wili be indexed up —~ i\ should be confirmed (by the Tranaport Dept).

» Durren! sssnmohons appesr o sasdms that the £375m s ysaed sn dal Sne

« Aige pesd 1o porfim fhe approgriatsnses of e rafe wsed to calbulale the
226, !

Project benefits - What are the longer-term commercial benefits of the
Project?

Doss the IQBC demonstrate an overall VFM position on the £375m fe. will
the Project defiver banefils in line wilh the invesiment levels?

s s o marnn

How wili this Project provide benelits for the whole of Scottand?

: Documentation isstes

There apDears o be & wealth of detalled supporiing work redarrsd 1o or
impdied throuaghout. 1T would be Belpful if this werg gither provided, refernad
oo Chmarly identiiad as work in progress,

- Project development - What happens next?

YWhat is the minimum amount of monsy requirsd o deliver Royal Assant and
progress on infrastructure procurement? Greaier clarty over what has been
spenl 1o date and whal ks neaded o ake the Project forward s reguired.

|82

What is the profile of spand on utiliies and deaign?

B3

| What s the position on land requirements and planning issues?

- g
PB4

Are there any issues hat need io be congidered regarding the miles and
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structure of e public sector bodies nvohed 7 |

w BE witl have controf and influsoce over TIE asd TEL, |

..........................
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