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tiz Limited

Board Mesting - 24 October 2005
Finance Review

Financial Perfarmance Repony

The mombly Snaocial Performance Report
an ap to date view of the finandal posiy
whale,

2L B v R A AR I T 3

The follnwing points are wannih Bighlighting, minre detalls in Appengdix &
e e ¥

« The approval for the main tram funding for 20058 has now been recesved.
We continus to awall anprovel for the BARL funding from the Exscutive,

o Tram implemengtion ¥Y06 spending will be below plan for the year dus o
the delay in commencing detailed desigr work. A simiiar scernario, though for
& yroalier sum of money, zpplies to B&RL.

+  The funding reguired For the Tram Supplementary Bilis iz estimated a

0.5 m ang will be nandied through the Tram Project Board

Risks remzain on the eutturn of Fastink (sxposure 10 regd
contracioy clainsi ang %rgi iston {eontraainy olaims) Currently
change 10 the sxpectad nttiyn position, althnugh this remains uneerlain,

cation work and
Iy thers is no

Rusingess Cases - Tram and FABL

The ug to date position s refiented in 182 reparts on these o projenis,

{3‘? pza”,c:uiar financial signifivance iz the submission 1o ths Parliamentary Privare Bl
it of the Progiress Re sa«:;rt an Sonpe ang z:zazé;zazg of the Tram proisct which provides
an u;:»datad view of capital nosts and funding soutses,

Trame - the fnal form of the remit is before the TPR mesting 15 be hadd priorto the
tie Board mesting, The foroy is substantially the sams as thal praviousiy approved by
the tie Board,

FARL =~ 5 separate papsr from Susan Claek, BARL Projed Birsgtor, describas the EPR
remnit and dejegations.

The privgipal outstanding governance exercise for Tram and £ARL i3 1o finalise the
Project Tearm fevel DARz. Thase ary currersiy operaling under the direct control of

*
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e individual Project Directors, who will define further dﬁ%ieaa.t,isn levels 1o kay
members of thelr teams, The anproval of these levads i exproted 1o be handied by
the respective Project Boards in November,

with both Board's remils now in near final and agreed form, DLA {iegal advisors 1o
hoth projects) have been askerd 1o raview the proposed struciure in the context of
tie's owr governance docurments including the Dpsrating Agreements. A verhal
update o the results of this revisw will be made 3t the 3oard.

& deraflen paper gsescribing the governancs mode! and provedurses for gl sther tie
DroRcts is attac ?&r a5 g?m endin 2. The summary on the First a0 pages provides an
avervisw of the issuss arising and how they are being handled

As a result of the restructuring of AR onte & project hasis, we are revising the
Dé&%s for te's indirect overhead sxpenditure, & summary will be presented to the

Movember tie Board for approval

Other muatters

fnternal audit - Repuorts were preparad by Scott Moncorie?f on two argas ;1)
Procurement Frocess quaiin 1 noe and 35 Control over indirew
oeerhead sxpenditure ncluding payrait Borh reparts re?%&-::ms ng materigd

weaknesnes,

FYQ7 Business Plan -~ the process Lonyngnoes in Novembar The budgs: for the Tram
for FYOT will he raviswed by the TP and wil requive detalled eration with CEC and
the Executive inte sarly 2008, The funding for BARL in 2006-7 is contgined in thy
reguest curvently before the Executive [ nnce approves this will be refiscterd in tin's

FYGT Plan.

The pasition on SAK i ksl o b straight~forward singe tie does not aocount for
the construction funding in ite cwn books. Both Fastlink end b zg istmn Park & Ride
shouid be resohvad in aovanes of the pew financial vear We will monitor progress on
other prodects and Halse with T8 on they img“;::e‘act' an 200G

We will prepare & dralt Plan for revdew at the tie Board in December i time for
submission to CEC by the calendar vear-snd, in ling with the requlrements of the
Coerating Agreernent. This is i'iw%y o B SL.bj‘ 110 some change prier to finalisation
iry the New Year and we will set out the process 1o control those changes in the
Dzcember submission.

Craeme Bissety
14 Dctober 2003

ok
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tie Board and tie Exescutive Board - October 2005

Project Governance revisw
Background

The governance strusturs for the Tram Prolsct was adidressed gt the tis Board in
Auglist 2005 and that for TARL will be addressed in segarals papers in Gotaber
2005,

The gasence of these sirustures iy that the tie Board retains overal rasponsibility for
the guality of tie's service delivery and for fundamental matters affecting the project
but has delegated it guthority for managing the projects 1o & Project Board which is
intendsd o be the primary decision-making forum. in turn, the Project Board
delegates specified levels of it authority 1o the Project Dirsctor who i3 responsible
fur delivery,

delegation is a practical means of project exegution, which ultimately does not affeq
the tie Board’s responsibiiities under the Operating Agreement with TFEC,

This note and the attached papers address the governgaus of the nther ts projdecs:

SAK

FETA road-user Charging
Stirling Environmental
Cross-Farth farry
Onestickay

Fastiink

inglision PER

AR L R

5 SRR EEY ¢ FHE

The primary general questinons g

« What is the contraciual sigtys at present and what s the timetabls to
compiste the legal documentation ?

»  Who are the key nlayers and how do they fit aperatinnally and contragualiv ¥

v is vhe cliers cleardy defined and engaged in the decisinn-making progsss 7

»  Whn are the fundsrs and what rols do the iﬁey mday in the dedision-making
DEGTESS 7

» - Are tin's legal and uperating refationshing with the sther parties clegr and
dogumented 7

= What governance model s gstablished - Projecs Board, delegations, Projett

Director / Marager authoriyy, rofe of te Board e3g 7
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Tie's role in the tram and BARL projecrs v different from that in other profeis ina
grivical respect. For Tram, the Operating Aureement with CEZ (e tram Project
Fromoters imposes @ vezzufrmmm* o tie to be accourtable for the :)mgau delivar
all respects. For EARL, for the profect
iedivery in all respects. ¥ '?‘z# i i%f;a:-' thers f{ma At retain the %‘i‘imw;«a
responsibliity for the prolegys, even if B chooses to delegate responaibiiity to the
Prodecs Boards.

(O the nrher projecss fexcem Fastlink and ingliston PRE, see below) tig's mis i3
confined 1o ‘*hai set out inthe governing conirast in sach case. The tie Board’s
rs 15 contractusl

rest of the tie Boar

responsibility is therefore vonfirmd 1o ensuring tie delives
ohdigations. This lsads o erenres in the role and ints
QOVErnante sirutiures acrnss the projegis,

A& detaited review of tie’s new projects ~ 4%, FETA, Stiriing and Ferry =~ 15 attached, &

surmnary of the Dane-ticket model is 2iso provided for completensass. Fastling and

ngliston P&E are physically complzie butl have contractual and rem thon issues

ungder discussion. This process is being sxecuied by the Project Director and

Manager and iz being monitored directiv by the tie Exsrutive Board, Aczurdingly the
governance model i3 not an issue for these projenis.

The summary position i3 a3 follows

The goverpancs modsals for SAK, PR A, Stirling, Ferrvand Une-tickset sy
aporopriate for the chroumstancss of 23ch project in the Case of BAK, the
cture is reasonablie ghven the slightly convoluted stari o tie's
vement, in the tases of FETA, St v  the Ferry, there s g nesd 1o
firalise the legal ynderninning and this should be done as a prioriy. v all 4
vases there is work 1o do to finalise mportar? areas, such s delegared
suthorities. These actions grs being monitored by Ye's Executive Board,

Une-Ticket has been operational for & number of vears and iz generaliy of &
fow-risk naturs,

The extent of tie's Hability and 3 relationshin o tie’s B oover s an importang
H mrojurts swrept One-Tickst and reguires carsful
in an. The contracts will reguire (o beapproved by the tis Board and
risk assexsment should be provided in support

Fopurting on these projecss will e through the te Executive Roard and

surmamaries will be provided 1o ths te Board at sach meeting,

Lraems Bisselt
Segtember J0438
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SAK srolect povernance

Gackground

Lindile the Tram argd SARL projects, tie was brought inte $AY after projedt
management arrangements had been implemented. Tonssguantly, tie's role s one of
advisor (with specific reaponsibilities and teethy, in effect an agent of the Coungd,
vather than primary project manager, The governancs and contractusl strusturss
reflect this,

The Brst part of this note sunimarisss the sovernangs modst and there follows 2
summary of the contracts in place (highlighted in the text)

Principal plavers aod vontractual responsibiities

The Promoter is Clackmannanshire Coungll {Clacks™, The Coungll i glso & major
lgnd~owner and is the planning suthority, They will contribute £2 Sm. Clacks ia the
g for the projsct, The principal contacs for tie at the Councilis the Head of Lagal
5, fackie Macguire, supported by Mac West | Head of Roads and
Transporiation. Mz McCubre reports intsmaliv o the Councli Thief Exscully

The pringipal funder s 32, who also underwrite a wide range of contraciual and other

risks, The funding and risk onderwriting terms are documented in the z;rz:m‘. award

ietter from SE to Clacks, With Roval Assent achieved, the Executive offizials will now
kesp the Minister informaed of progress, augmented by infurmad communication with
tie management. There i3 no foroval inkege between SE and s,

Tis b5 resnerathie for o

&y Gwerall project mansgsmeny, including overall responsibility for the delivery of the

nrniect o scups, o tire and budgel Thiz i3 enshinnsd in the Projegt Management
contract between tie and Clacks. However, tis has no Hability under this contrace
ather than i the grdikedy eeant of demonstirab %a gross negligenge

&y Designing and implementing the rall operations, snshrined in the Operations
and Rall Services contract belween tie and Clacks. Tis has similarly restricted
Hahility exposure. in this rode, tle novers the signaliing operational interface (ot
dasignl tmetable, Network Rall contracts and transpornt modeiling. Tie will utilise
the sarvices of other advisery in this role, aithough presently the only specialist
advizer is AEA Technology to conduct transport modelling and timstabling. &EA are
gngaged through a contract with Clacks and tie had no gt into the form of
gontract under which they are engaged. it is anticipated that any additional agvisorg
wsed by tie will be contracied by Clacks under tie’s guidance, although some may be
rontravted direct Iy tie (2g PR advisersh

Ly
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Jacobs Babtis (B} were comtracted by Clacks as project manager and to manage the
process of pregaration and submission of the Bl into Parliameny pricrto tis's
involvement. The contrass for Project Management Services between jB ang
Clacks svill governs thar reiationship. 18 2l50 havs responsibiity for managing the
utliity divarsion works, w?z ioh will be contraced bevwesn the gulity companigs and
Zacks.

First Nuttal (P4, joint vanture of First Engineering Limited and Edmund Nutal
Limvited, iz ths Principal Contractor under g Design and Construction contract
betwesn FN and Ulacks, who are the legal emplover, FN s 2 IV between Firs
Erginsaring and Edmurnd Nuttall B are nominated formally In that contract a3 the
Froject Manager 1o instruct FM on behalf of Clacks.

At present, g range of other advisory relationships sxist batween Clacks and third
parties, mosily to do with the work svuvmv;mrtinzg the peritamemtary process, Thess will
now fall away. Brodies have besn retained 25 legal advigers to deal with land
acouisition and compensatinn fssues and will be retained throughout the duration of
the project. The lang soquisition s managed by jacobs Babts who instruct Brodiss.
Tie duss howsver, instruct Jacnbs Babile, Separate legal advize on contracts with
Ketwork Rall is providsd by Biggart Baillis who are sngaged bgf Clacss bul managed
by tie, Additional sub-contrad arrangemants are in olave or Deing put in macs by Y
supporting construsiinn,

over 38, PN or any of the existing adivisory reiatinnships.

Tie bas no fnaswiad respunsibilty for making savments for dny senicss 10 the
yers dfzscmﬁd Abﬁ* %, CQ@%- flow frooy the Exenutive and to the plavers Is handisd
; ; : § snsile under the Prpistt M '“agamem contracs for
' ment
o balow.

Project governance and Dels

Tie's anility to divect parties s cuntractually limited 1o guvisiy :z Clacks and bpdting

{lagks to take action in praciice the relationship is batween ts and the olavers, with
the contractual routs through Clacks to be used only by exg «aptmn,

in order to codify the ralationabips in & manner which complements the contrattugl
reiationships, 2 inint Participation Agreement (PA) has been coanciuded, The
partiss 1o this are Clacks, U and B, Tha [FA does not treate any additinnal
oblinations or liabilitles for ta.
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The R4 confirms tie 25 overall project manager, and 18 as projsrt manager whose
ities are formally defined in thely contract with Clacks,

obdigations and responsibi
The three parties 1o the PA have sstablished an Gperating Group Q0L whose role s
et put inthe P4

The Operating Group, which will conziitute the main source of divection for
the project. defining and controfiing inter alia feveds of defegany
expenmiture, the anproval oFosraszoal ferms, COmTIINCaH o with
stakehoiders and the develppment of the profect in & manner consistent with
the highest standards of safety. The Operating Group will meer monthly, or
23 requiced, it will e chalred by the Heavy Raft Divector of e and
mermbershin Wil consist 0F nve regresentatives sach fram the Stottish
Executive, {iackmansanshire Council and TIE Jacoks Babtie will afsp sttend
by dnvitaticn.”

Accordingly, the OG is 3 body with comractual authority, rather than an “slllance”
body with no legal substance Bimilar 1o the Prodect Boards for Tram and EARL), The
OO0 i a pivotal entity within the govemancs model The D0 mests momthivand is
ghuired by Paul Prescorn Richard Hudson giends all meslings and reporisto i as
tie's Project Manager. Tiacks are reprasented by jackie MacCuirs angd Mac West and
1B iz represantad by thelr designaisg project manager.

in addition, both S8 and the SHA are mumbers of the GC. She thess baodiss are not
parties to the {FA, they du ot bhave contractual responsibiiity but thelr brvolvamernt
is vlearly importand 10 the srwuah poeration of the projsct They gre 2lso encoursged
to take sustainable F not binding! positions on issues disounsed {in this casy,
wimviiar 1o the EARL 7 Tram Projet Board modell A decicion has been taken not to

inviude Network Rall, Scotrall or BS. The engagement with these parties is a1

oparatinnal lnwsl, similar 1o that for EARL sithough the TARL PE does include NR and

Scodrail. ftis felt that the additional involvemant on the 006 would not be beneficial in S
the cass of SAK, The matter is being kept under consideration. ’

The OC's guthority is effectad through documented delegated authorities and
change comird procedures, These are currentiy undsr debade in the comtextaf a
remit document belng developsd by tis. Dalegated authority Umits arg being

discussed in refation 1o change conten! and cortractual and sxpendiiure commitment

a3 follows -

s From Clacks 1o tis, giving tio ability to deternming matiers below spegified
thresholds and within authorised budgers
s Betwsen tie and B and betwesn Clacks and B
in dizpute, the representatives of each oroanisation will revert 1o thelr own positions
and additional diglogus would be required for respiution, Fallure to athievs
resoiution would reguive parties o i back or thelr contraciual pusitinns,

FES
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There are no explicdt conditions for terminating the OC in the PA twould be for the
membery to determing in the gircumstances what 1o do ¥ the mechanisny i3 not
working.,

Budgels are sstablished {though being finalised) for construction targel cost {primary
responsinility FN, overall responsibility B and separately for mins-works
remediation @ittod. in addition, I8 has g budge for thelr own costs. Contingenciss
are quantified and incorporaisd in the oversl budoer, for which tis is overall
responsitie.

Adgiitivnal bodies
Two additional groups have been established
Sirategic Boarg

This comprizes senior reprasentatives of the mailn plavers - Clacks, tie, 1B,
Firat Engineering, Edmund Nuttall It purposs s to provide 3 communizgtinn
platform and i has no formal role within the governance structurs, nor any
deiegation of authority for any action.

Risk managemeant group

This comprizes operational level people from Clacks, tis 8, FY and SE. The
intertion is that risk management and reporting will he performed by this
groun, reparting in tie a5 Project Manager ang o the U0 Formal
respansibility for risk management remaing with tie as Projsct Manager,
supporied by the varicus parties’ contrantual responsibitities. The group has
sz formal role within the governancs structure, nor any delagation of
authority for any sotion. Any astions rscommended by the Risk Management
Group will be dealt with throunh the Change Managsmsnt Provess and
sanctored within the Delegaied Authority Rules

Role of the de Boarg

The tie Boarnd’s responsibilities are 1o ensure thad te through Paud (Projest Director
and Richard {Projert Manager éviwa ﬁ“e contrastugt obiigatinns under the twn
contracts with Clacks, Unliks Tram and EARL the tie Board has no aduditional tentral
rode < in Trarywe have an Droerating Agreement with CEC which cardss
resnonsibilities and whivh Hisks 1o the projpct management role for ZARL e hasa
relationshio with SE which is it the process of being contractually documeniad and
Ye i alvo about wcenfiem legally the Promcier roles

-—
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APCOTInendations ana aciong reguiired

T, Wo (ted are nne awars of the terms of the IV between First Enginesring ang
Sdmung Nuttsll Procurement of the comdractor was tonsiuded prior to tis's
invobeament in the project. We would expect, as 2 public body governed by
thair own Manding DOrders and U Frocursment Legisiation, that Clacks would
have savistied themselves of the syrunture of the IV prior o award of the
contract. We will take steps i understand the npersting reigtinnshipin
assess whether there are anyv anncemns about how the IV mav operate in the
future.

2. Finalise delegated authorigiss,

3. Finzlisation of budgets and gliotation of responsibiiiy

4, That Vzai farm of the lability clause should incorporats sxplicit cover for the
gerind frony commencamant of delivery angd shouid be married ip tie’s P
COVEY.

5. Address the standard vontraciual tereys reguired i the event that e sy

contracts direcs with any third parties such as PR advisers, inclading
slignment of labiity clauses,

§. Reporting within tie should comprise @ 11 momthly report on antual costs
incurred by tis compared o budget (not el project cost performance) ; &
bris? narrative repart UFerformance Bepont’) on project progress, highiighting
any current major fssues lkely o affect project programme, cost o sope
and algn tie costs, Any significant changes to the governance or tontraciual
arragngements should also be aparmved by the tis Executive Board and

ussibly the tie Board. This reporting should b effecisd through the Monthiy
Financial Performance Beport Stuart Logkhart), preparsd by the Projec
Marager and approved by the Frolents DireQur. The same tiotiiment can b
gsed as navessary for s Bxecutive Board and tie Board repurting. Note that
this repoeting o separate from that tothe client, Tlacks, which is governed by
the Proisct Management Agresment. In addition o the Performange Report,
the standard monthly confirmation should be signed off by the Prajecy
f¥iravior and Manager

Tontracts in placs

. Profexsions! Servives sontracy bebwesn Clacks and jactobs Babiie,

. NEC Dresign & Buiid *«“mzra t bebwesn Clacks and Flrsy Nuttall Phaze 2 - the
“Wotice 1o Procsed 3o Constructinn” has notl yvet been exsguted, This iz
antivipaed forthe 18 Se;}*em%:sw}

Sk Participaiic &%z; smisnt Hatweern Clacks, lacohs Babtis and gde,

Project "*a";mez i Ag sement between Clacks angd tz.

NG

R SE <A S 1

Lervices Agras t ffor Dns 33: ons and Rail Servicest hedwssn Tlacks ang ts:
8. Asgsl Protectin A ment betwesn Dlacks and Network Rail (Yet to be zigned -
anticinaisg un oramoun {i the 199 September:

g
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g

g.

Uy

Subcontract Agreements between First Nuittall and specialisy subconmtractors and
suppiiers (To be sxecuted after the issus of the Notics to Proceed
Constructionh

Crant Funding iatter and indemnity from the Scottish Exegutive to
Clackmannanshire Councll

Oeher sundry sarvices agreerments between Clackmannanshire Council and
advisers.
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EETA Road User Charging proiegt

Background and project phijectives

Tig's involvament in this profect commenced in December 2003, Ths profeg
phiective is to prepare g Charging Order for road user charging on the Forth Road
Bridge, as g suceessoy model to the nils,

Cantractual framewosk and delivery of services

% ountract ©the Projscy Agresment™y has beon develnped betweern tig and FETA, the
body responsibie for bridge opsrations. This is unsigned pending auyreement on tie’s
Habiiny sxposurs ~ 3¢ below. Linder the contract, e owes s dutv of carg onlv 1o
FETA and to no other party. fgually, tie has no direct authority over any othser party.
The tegal advisers are DEW Lontracied), compiymicanans advice s under tender angd
rechnical consultants will be tendered shortly, Thess contracss are or will ba between
FETA and the parties. in the svent of dispute, authorily over the third parties s that
of FETA, under advice from tis,

The contract with tie containg a Scops of Servives schedule, 8t present focussed on
the charging order. Mors spacifically this incluges design of the projent,
proguremery of advisers, assessing and advising on bigds forserviges by thind partiss,
monitoring and approving expenditurs against project budgat. Tie has no
responsibility for making p@vment 1o thind parvies alihough te will svaluate
subreitted invaices and advise FETA o povment,

For tie, &dex Macauiay s Projegt Birastor, Ken Moleod s Project Manager, The iz
ic the main tie contributor, sstimated a1 2.5 days pw. Charge rates have been agy eé
with FETA and are enshrined by the contract. These aiso allow use of other tie people
on g call-off basis - oy Bnance, communizations and risk. The whule project bas an
estimated cost of £1.5m including 0% mmiﬁgew Tig's rostestimate within this
toialis £150k for the pariod 1o 4pdl 08 when the nrderwas sxpanied 16 be made,
However, this has now been delaved forc 18 mmihs‘ for various reasuns ivohdng
Seottish Sxecutive issues, tie has reforecest tie tosts at 1350k w accommuodals the
geigy, The funding source is FETA, which presemtly nas a budgst for the project and
ie responsible for snsuring it remains adeguate,

The principal client contact is Alislalr Andrew, the Bridgemaster and General
Manager, who reporns o the FETA Board. it appears that this aspegt of the

»
s

governance model is opsrating sffectively,

There iz np "Project Board” or squivalent in operation. The Project Dirsctorand [ or
Manager handles relationshins with the thirgd party advisors direqly, has reguia
engagemeant with Alistair z&némw arnd attends (a3 necessaryl the FETA Board

meetings. The Board meetings ars effecivnly the degision-making mechanism and
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avcordingly thers is no deisgated authority to tie oy any other nany for change
controd, tontragtual / emmd fture commiiment or Lash payment,

The Project Agreement i3 also being used as the gmbralla arrangement for additional
senices on 11 prefiminary assessment of back office business systems raiating 10 the
new ol plaza | and 2) communication strategy.

Liabifity exposure

The original draft of the FETA Road User Charging prolect agreement containgd a
bignkst Habillyy e:»*em;ztzoz* for tig, on the grounds of tie's non-profit-making
character, This has bean subsequsntly rasisted by FETA in favpur of Hability
sxposure, whzrsby te would reguirs to rely on its Pl oover. Limitations on tie’s
2xposure ars bheing negotiated with Mark Bourke’s involvemsnt, both in mrms of
guantum and interme of the definitions within our Popolicy. The changs in position
is being drivan by TEC Solicitor, who are acting as FETA's Izgal advisors,

()!

Becommendations and agions

el

Seak owift finalisation of the contract.
The final form of the Bability clause and the contract generally shouid
b approved by tie's Executive Board and the tie Board. The final form
of the contract 33’1(3.} id incarporate sxpliclt cover for the period from
commencemant of delivery (December 3004
. Review of the adequary of the existing draft comract as an umbredia
to support the additional services,
4. Reporting within tie should comprise © 1} monthly -*@;;:art o actual
costs incurred by tie compared to budget (not 1otal project Tost
performance) | 23 brisf narrative repont (Performance Report’) on
project progress, highlighting any current major issuss fikely to affect
project programme, £ost or scope and also e costs, Any signifizant
changes 1o the governange or sontraciual arrangements showid alse
be approved by the tle Exsroutive Board and possibiy the e Soard.
This reporting should be effecied through the Monthly Fingngial
Parformance Report (Stuart Lockhard, prepared by the Project
Mangger and anproved by the Frojeots Directorn. The same docanent
ran be used 25 necessary for the Exegutive Board and iz Board
reporting. Mode thal this reporting 5 separats from that 1o the client,
FETA, which is governed by the Project Agreement. in addition 1o the
Performance Renort, the stanglard monthly confirmation should be
signed off by the Project Direnior and Manager

M

123

10
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riing wasle management projedt

Backgrowsd aad profect abiectives

Tia's involvement in this project commenced in August 20038, The project onjactive
i3 to provide project management suppon to Stirling Counct 8¢ in e% tion 1o a
range of waste and snvironmertal mansgzment projects.

Contractual framework and delivery of services

& rontract ("thx Project Agreement’ batween tis and ST is under negotiation, Thiz i
Based on the FETA contract and is Hlely to encnunter the same Hability issue. Undsr
the draft contracy, tie pwes a duty of care only 0 530 and 1o no other party. Eguslly,
tiz has no dirsct authorlty over any wther party. The other grincipal advisor 5 WS
&tkins, who have a framework agreemen: with ST 1o advize on proects and to
prafect manags their axasgution. In the event of dispute, guthority gver the third
parties i3 that of ST, possibly under adeive from te tiv’s role 3 that of Cllent
Reprasentative advising 3¢ on the operations of WS Atking and potentially other
partiss in relation to the specified projeqs. &l contracts other than tig's own
contract are divectly between thivd parties and S,

The confract with tis containg 3 Soope of Services sohndule. More specifically this
nrovides that tis shall contributs 1o the dﬁvsiapmemz construction and
implementatinn of the nackages of waste mansnement projecs inrespecs of sroject
management, business planning and cass prengration, tisk management and
communication management | e shall aiso manage on behalf of Y0 the provisinn of
works or services performed by shird parny servics providers in relation o the
prodect, thewdil assist 8O staff by preparing briefs, assisting with procuremant angd
contract develnnment 2 appropriate for external services angd sdvice from g
parties. Tie has no resnonsiblilty for making paveent to third parties although tie
will evaluate submitited fvvoites-and advise 5C on payment,

For tie, Alex Macaulay s Project Director, David Burns is Projeqy Manager. The latter

in the main tie contributor, estimated 2 4 days pw. Charge rates have been agreed
with 3C and are enshrined in the contract. These also allow use of gther tie people
an a cali~off basis ~ eg financs, communications and risk. The various individual
projects have hudgers within $C's systam. Tie's cost sstimate s 91k for the period to
snd-March 06, The funding source is that of the Council which i3 also responsible
for ensuring it remaing adegquate.

The principad clignt contact s Kevin Roberisan, 5C's Roads Manager, who iIn tumn
reparts to Arthur Nicholls, Diractor of Environmant Services, i anpears that this
aspert of the governance modst fs operating frec ey
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Thzes s no "Projegt Board! or equivalent in opsration. The Frojegs Divectnr angd /o
Managser handiss relationships with the third party agvisors dirsctly and has regular
engagement with the SC officials, whn gre the decision-making level Dnw arsg here
requires glarification. The tle Prolec: Manager has bean given informal authority 1o

sion iziiers on be%@a of SCan 8T gamr p*awde they ars not of g conteactug
nature. The role B to coiledy info, cainle others and fagilitate the compistion of the
work, There is np fﬁ*ﬁ&é delpgatad authority (o tie, or to any uther party. for change
wmm%, contractuatl | expenditure commitment or aa:sh payment. However, the
authority to act for 3C requirss clarification,

Rerommengdations and actions

1. Besk swift finglisation of the contract and o consiger the nature nf the
contract ~ 8 it the provision of services with supsrvision and responsibiliyy by
Ye oris it a secondment 7 in making the assessment, the provizsion of
services by other tie propls other than the Prolect managsr may pninl to 2
service contracy, rather than secondment, In addition, the informal letter-
signing authority requires clanfication.

The final form of the Habilive clause and the contragt senerally shoudd be
approved by tle's Sxecutive Board and the tie Board, The Hnal form of the
contract should incorporate expliclt cover for the perind from
commencemant of dalivery (Bugust Z805%

3. Reporving within i should comprise | 1) owonthly repurt on actuad sosts
incurred by tie compared 1o budge! (not total projeds tont pesformangel | 23
mrief marrative reourt Performance Report’™) on prolesl prowsess, highlighiing
any current mador sues Hhely o affacy project programme, w03t oF ons
and aiaa Ys costs. Any signifivant changes 1o m» gowernance or contractual
arrangements shouid alse be snproved by the tis Exevutive Board ang
possibly the tis Board, This reponting should bﬁ- sffacied through the Monhly
Financial Performance Rennry Stuart L&fh«:ﬁ} prwarr«f} by the Projecs
tManager and approves by the Projects Direciny. The sams document gan be
wused as naressary for tis Executive Board mz:é He Board repnrting Note that
this reporting is senarats from that to the clisng, 8¢, which {3 governed by the
Project Agreement, in addition o the Performance Bepo, the standard
monthiy confirmation document should be signed off by the Praject Diretiny
and Manager.

Fod
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Lross Forth Ferry nDirojest

Backgroend and project objectives

Tig's invelvement in this project commenced in August 2004 and is a1 an early stage.
The projecs obisctive is to project manege the feasibility work and procurement of
the ferry,

Contractaal framework and defivery of services

& contract Cthe Project Agreement’ betwesn de and Fife Toungi (PO s undser
negotistion. This is also based on the FETA contract and mav encouniey the sams
Hability Issue although this has not vet surfaced. Under the tontrady, tis owes 3 duly
of care only to FC angd 1o no other panty. Enually, tis bas oo divery authornily over any
other narty The other servivs providers have val to be contracisd angd thess
contracts will be babween PO and the partiss in the svent of dispute, authority over
the third parties is that of FC, possibly under advics Trom tis,

Thz contract with tie contains 2 Suope of Services schedule. This provides that tie
shiall provids Fife Coundil project management and provurament services relating 1o
the project. In practice this will include design of the projesy, procurement of
advisers, assessing and advising on bids for services by third panties, monitoring and
approving expenditurs againgt project budgst. Tis has no responsibility for making
paymeant to third parties although Ye will evaiuate submitted invoices and advise FC
o payment,

For the, Alex Macauiay s Prolecy Direging, Ken Molsod i3 Project Manager. The latter
is ths main te contributor, estimatad at 2.5 days pw. Charge rates have been agreed
with FC and are enshrined in the contract. These also aliow use of uthartie people
on & gali-off basis ~ eg finance, communications and nisk. Project budgsts are under
development under tig's divection, as is tig's own cost estimate. The funding sourcs
is FU, aithough application is baing made for funds from SESTRANS and the Citles
Growth Fund, ARzhough tie has noodiregy responsibility Tor fundding we may provide
advice on this malisr

The principei client Conagy i3 tan Nawer, 70y Technival Diveciur, There s ¢ Projegs
Seering Group comprising FUL CEC, Forth Ports and FETA, chaired by lan Naper. The
tie Projuct Director and 7 or Manager will handle relgtionships with the third party
advisors diréctéy and will have regular engagement with lan Napier, However, formsal
reporting will e 1o the Rieering Groun which is effectively the decislon-making
machaniso, with the members having the right 10 reserve positions when further
debate isneedsd with thelr own organisations. This s simdlar to the Tram and FARL
mociel. Delegated authoritine may be devaloped in due course, but at prasent there
are nons,

-
23
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Becammendations and actions !

b, Sesk swilt finglisation of the contragt before substantive work commenses,

2. The final form of the Hability clause and the Sontrag generally should be
aporoved by tie's Executive Boarsd and the tis Board. The final form of ithe
contract should incorporate sxpiiclt sover for the period fram
commencement of delivery {August 20041

%, Formal agresment by the parties 1o the governanoe struciure, including the
remit of the Steering Group and delegated authorities. This should be
approved by the tie Executive Board and tie Board su far as it affects tie.

4. Reporting withintle shouid comprise © 1 monthiv report on actual costs
incurred by tie compared 1o budget (not total project cost performancey 33
brief narrative rapon CPerformance Beport’ on project prograss, highlighting
&y currant mior issues fkebv to affect project programme, CostQr scope
arvd aiso die costs. Any significant changes 1o the governante orrontractual
arrangements showld also be approved by the te Executive Board and
possibly the tie Board. This reporting should be effectad through the Munthly
Financiad Performance Report Gruart Lockhart), prepared by the Project
Manager and approved by the Projects Director. The same document can be
used a5 necessary for vie Executive Board and e Board reponing. Note that
this reporting is separate Trom that to the olient and to the Steering Croun,
which iz governed by the Froject Agresment. in addition to the Performance
Renurt, the standard monthly confirmation should be signed off by the
Projecs Director and Manager,

©
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Background and project obisctives

The SESTRAN parinership of nive Ipce! authorities i South Eass Scotland (popudation
1.5m0 agreed with the milor public transport operators in its ares o 1998 1o
attempt to establish a Travelticket scheme as 2 maior step towards public transport
integration. It was agreed that the Travelticke! scheme be managed as 3 partnsrship
betweer the public and privats sectors undsr the aegis of 2 company structive.

in 199972000 there was a basie fact-finding progess and initial scheme definition.
Howewer unforeseen problems related 1o the Competition Act 1398 raused the initiad
implementation of the schems 1o be postponed from 2000 to May 2001,

ONE-TICKET was established as the muBi-modal muiti-operator travelticket for
Sourh East Scotiand, The scheme was devslopsd with fipancial sunport from the
Scottish Executive. It is intendsd 1o be commercially seif-sufficient on a stand-zlone
basis daring the current Snandal year, 2005-2008.

The main obisctive of ONE-TICKET is to invrease the use of public transport and
achimve mingdal transfer from Car use {0 public transport within the SESTRAN arsa.
The Memorandun of Association cdlearly states "7The Company’s oblects are o
Brnele, Joveiap and inNernent 8 mli-mndal i - 0Reratas scherns Or Sehemes
of fares and Nokels os public tansport eperatians i partnesship with those
transport godertalings aud manspast procursrs which are members of the
Company’. s NOT the intention of the schems o transfer current public transnarnt
users to ONE-TICKET but rather 1o use the customer henelils of the integrated ticket
{value for money and conveniencs) In encourage new public transport use, unless
users are already using more than ong operator's services for their iourney,
Marketing initfatives since tie became invabeed In April 2003 have forused heavily on
reaching car drivers, for example through advertising on bus backs and on the
reverse of parking vouchers fssued from parking ticket machines, and the use of
road facing posiers (o promots ONE-TICKET.

Sales of URE-TICKET are growing and are surrently running at around £14k per
waek, sguivalant ©© £7308 per annum on an annualised basis Ghe years ended 310
March 2003, 2004 and 2005 are reporting sales of L1532k, £308k znd 678K
respactiveivi. The current bus market for the SESTRANK area is sstimated 3t ammund
£1 20 million {lothian Buses recantly reported annual turnover of 180mi. Civer ths
strong single nperater products avaiable and the price pramium of 20~30% for Dng-
Ticket, # is not anticipated that One-Ticket will capturz & huge share of this marken
One~Ticket will attract those customers who valisie converdence, chnice and ease of
use. These benefits shouid appeal not only 10 current bus asers but o a whols new
set of customers, A markst penstration for One-Ticker of between 2% and 5% ought
1o be achievable based on experiencs elsewhere in the UK.
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ONE-TICKET 18 curremly heavily focused on Bus travel, with only Himited invobement
of #ail, it is intended that Rail should become an integral part of the offering during
the first quarier of 2006-2007, now thal the new Scotrall franchise agreemsnt is In
place, 13 is anticipated that Scotrail will bacome a kay stakeholder in the Ona-Ticker
schamz. B is also snvisaged that trams will be included in the longsr wrm (2003
cnwarsdsl,

Contractud! framewodk and delivery of serdces

The Company's share capital is divided into Qrdinary shares, "8 Ordinary shares and
Oefarred shares. Ondy the Qrdinary shares have 2 right to participare in any profits
of the company available for distribution. The Ordinary shares are owned by Don
Prentive Coaches, BE&M Horsburgh, Stagecoach, First Group, EVE Cars & Coachss,
Slexander Walt & Sons, Lothian Russs, Munm's of jedburgh, Perryman Coaches and
Swan’s Coachen.  The “A° Ordinary shares arg owned v Tty of Edinburgh,
Clackmannanshire, Esst Lothian, Falkitk, Fifs, Midinthian, Soottish Borders and West
Lothian Coundls. Stitling have vet oo subsoribes,

i addition to those pwning shares, Bryans of Danny, Bulldog, BusKers, Davidson
Buses, GHER, HAD Unaches, Benderson Travell Houstoun Travel MacBwans,
MacTours, Myiss Minl Bus Hire, Roval Mall Post Bus, SootRadl 80 Travel Teiford’s
Coaches and Waverley Travel participats in the schems. An invitation o participate
has st to be acoepisd by Scontish Citylink, it is anticipated that First Scotrail, GNER
and Virgin Crass Country will become full participants in the schame in due course.

The cight man Board comprises two representalives from sach of Lothian Buses ang
First Croup, and one represenmtative sach from Slagecoack, East Lothian Councif and
tie. The Chalrman i3 indepandent,

For tie, Stuart Lockhart is Project Manager and is de's representative on the One-
Ticket Board of Directors,

An opprating agreement was erdered into behwesn tie ang Gne-Ticket 1o enabls tie
to provide sdministrative sendces from 19 Aprll 2003, This service includes dealing
with ticket agenis, acting as 2 traveltichet agsnt. dezling with participating
operators, dealing with overall funciional maners and dealing with all company

mattars,

tie’s approved Business Plan for 2005-2006 has  allowsd for the apoointment of &
full-time commercial manager. This appointment howsver is subect 1o Une-Tickat
Board spproval and approval will, most likely, not be giver untl ScotRail are fully
invalved.
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stimate within this financial vear relates only o salaries and are fully

&y
w1
SR
W rp

There is ne "Project Board” or equivalent i operaticn, The Project Manager handies
reiationships with the “clent” diregtly, has regular engagement with the Board of
Directors and attends the guarterly One-Tickst Roard meetings. The Snard mestings
are sfectively the decision-making mechanism aibeil there s some limited
delegated authority w e,

The Administrative Services Agresment 5 zlso being wused a3 the umbrella
arrangement for 2l support servites. Tis's Hability v any circumsiances i3 imited to
the annual fes of £15,000,

fecommengarions angd acrions

1 Faclitate rell participation and agres zons structure, pricing, retadl network angd
sroduct mib

2 Finalise share subscription of remaining local authorities and transpon gperators,
3 Agree new Board strocture, updale company's legal documentation  and
participating operator/local authority joing venture agreement, Ssek clarification on
status of scheme from OFT,

4 Comtinus to implemant existing marketing sirgiegy and proguce & revissd sirglegy
for April 2008 omwardgs,

5 Recruit commercial managern

& fRe~launch product onabsorptinn of rail operatars

v

o
“a}
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Month Ended 30ty September 2008
1. Hey Points summary

Tram fine 1 and 2 are now reflecting the additional costs in respect of the 'Bill within 2 Bill' process, for Tram ling
1 this cost is estimated at £0.286m. The comparable figure for Tram ling 2 for 'Bill within 3 Bl is £0.235m.
These additional costs represent a scope change but are nol yet finm. tie is sesking ways to mitigate the total
costs i dialogus with the Executive and PBU. I is important to undertine that the budgeted parliameantary cost
assumad Royal Assent by 31 December 2008, any exention of this will incur addifionsl cost, potentially of
saveral hundrad thousand pounds, dependent upon the work required o support tha process,

tie has now received approval for FYO6 funding for Tram but we ztill await a decizsion on EARL.

The cumulative spend for the 6 Months fo end of Beplember I £5.178m urder plan, largely driven by 2 key
clements,

1 EOAR8m on CARL as a dirsct resalt of the delay in Bl submission.
2y BEAT700m on Tram implementation as a direct result of the delayed commencement of the pringipal
design contract,

Uncertainties over oultum spend on the Ingliston and Fastlink poojects remain. The Fastlink sifuation has not
changed sxcept that requited physical testing s undderway.  On iIngliston, a full analysis of clalms from the
£0.8m | preliminary legal advice suggests much of the dlaim is unsupporiahle. There iz no matersl progress to
report on the likely finandcia! outcome, bul we aticipale progress in October,
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Menth Ended 30th Septomber 2008

2 Project Portfolio Structure

Hie's prowat portfolio comprisss:

H0R06 Bxprdditre
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Month Baded 30th Septambery 2005

3 Project Finaneial Commentary

Tram Lines Une & Two

Mg N DS
gotl  Wariamre

Theerent Mhorgh
e :

&g reported praviously, the ottty costs for Tram lne 1 amd 2 reflect the inclugion of the effent of the 'Bill within a
Bl process thatl is currently being undertaken on both lines, these costs are £0.286m and £0.228m respectively.
These are still o bast estimates hased on current experience of the Padiamentary prooess but must be viewed

as subject to variation depandant o the actusl process,

All other sosts can be managed within the curtent exdent of avallable fumling for Lines 1 and 2. 1 is important o
undertine that the budgeted parflamentary cost assumed Royal Assent by 31 Decombey 2006; any exiention of
this will incur additions] cost, polentislly of sewveral hundred thousand pounds, dependeitd upon the work reguired
o support the process. More detaill is provided in the gooompanying Tram Project Report
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onth Endad 30th Sepiamber 2008

Tram Line 1 & 2 implererdation

Conre ot Mardi (Reatombior "05) | Year 40 Dute {6 pdhis w0 SH/AGGL L Tear Bad {12 ndlg eading 313/06)
Al L Bhedget Vavange!  Auall Badasll Vasniang Forpcasl  Bwlget  Vedance

£

The cumulstive position for the months to end of September reflacts design work being brought forward o
fscilitale the removal of obiections, and i is necessary for this to continus despite the delay in the appoiniment of
SIS, This will be balanced over the financial year by sublracting the re-allocated amount from the SDS design
budget, thereby underaking less SIS dosign work than planned. Howewsr, the effect of this s outwaighed by

the delay in commencing the detailed SDS dasign work dus 6 delay in funding approval
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#Manth Endad 30th September 2008

Tram Line Thres

Wewdcstream was completed in August 2005

Copers Mot (Septenben O5) Yoy by Diste (5 slie 0 3WESE L Year S {12 adlw onding 313705y

et Vaguren ! Puareca Buignt Yansone

The agreed budget o thiy finsncial year R TLE was fo closedown and grchive the pioest. This inclided
parrying out modelling to assess the viakality of this scheme.  This work has extended beyond the otiging
deadiing as a reault of weaknesses within the LUTE mndel, The work has now bean campleted and moport hag
been preparsd, fie has provided comments on the report and thess are now baing cluded in the final drafl
This work was complsted in August
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Munth Ended 20th Beplember 2005

Fasthink developmsnt

frmportant financiad ssnes being addressed,

ot m‘?‘:‘:tﬁ Morh {Bephn rsaber B YeRreto Date (6 s £0 2005 ¢ Year End (12 idivs ending 310043

ikl R gedy _;M’ Savinrnme Forggasti Buly el Vavianoe

Some rectification work has been canied out gt the conlractur's expenge; further defects investigations are
unden wiy. The final form of rectification has vel o be fully proposed and agreed,

A response was received on 29" August 2005 regarding the observations.  Further testing has been
commissioned.  tie are receiving ongobig support from Halorow duriyg this defects correction period and
investigations arg continuing.  tie have :v‘ziﬂo initially briefed and instructed Dundas and Wilson o cotrunencs
gvalugtion of all ouls iand;m contractual issues with a view to identifying areas that may nesd {0 be pursusd
through itigation including the risk to the emmme ot Halorow not performing adequalshy,

The programme for resolution of these maiters is therefore remaing in flux but will become olearer following the
receipt of the further testing and surveys

There remains a substantial exposure (o rectification work which iz under assessment

ANY REQUEST UNDER FOISA FOR PUBLIC DISCLOBURE OF THIS INFORMATION SHOULD BRE
RESTRICTED BECAUSE OF COMMERCIAL CONPIDENTIALITY.
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onth Ended 30th Seplember 2008

Ingliston Park & Ride

important inancial issuss being addressed,

Cawep ot Mordh {%ep#‘mtw'a’sy Year ir; Dmﬁ gf redivs in 32), *3'(?5) Yeue i ? sy endmg 34305}
! fhuduoet Vadace i : Fomoast Wieh

The folal projedt e iéma’wd outurn onst is E3m, compared o orgingl busddget of £2 5m. The main conlisctorn,
RBorder Construction, has tabled new ¢ A.é. zm& and the tolal claiimed now excends £0.Bm {pr@vmmiy £0.8my,
reflecting a long hie tof clatmed out of scope tlems. A prelirinary legal view is that much of this is unsuppodable,
bt further investigation is required. I none of the claims were successiul and Lids wers agresd, the projedt cost
would be i line with the origingl budget, but this is clearly an aplimistic scenarnio. Now that tie has g full analysis
of the clabns from the Project Manager, Halorow, a meaningfl analyais s undernway and & 5 sspected thal
progress in rezolving the claims will be made by the end of Doloher.

ANY REQUEST UNDER FOISA FOR PUBLIC DISCLOSURE OF THIS INFORMATION SHOULD BE
RESTRICTED BECAUSE OF COMMERCIAL CONFIDENTIALITY




Munth Ended 30th Septembrr 2008

‘Cine- i ioket

Year i Date (6 oibs o 30805
Avkat L Bugget | Yadance!

Year Ered {12 wths soddiig 337008
CFomeastl Buodget - Wasanse

A numbear of mestings have {aken place with First ScotFall and algo now with GNER and Mirgin, The objective is
1o saek thelr full participation in the zcheme. A further mesting will take place in November, This is ongoing.
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Manth Baded 30th September 2008

Year Ead {12 st ending 3U305)
Fomcant! L wadnone

Crrraat Month (Repden

Syer 08} | Year o Dale (G wdh
parced  Sohial | e

The final version of the Local Transport Strategy was approved by the FETA board at thelr meeting on 38 June
and we ate currently making preparations for this o be prinfed. Al the same meeling i was noted that e wouldd
preparg 4 scoping report on g commnications sttategy. This has boan approvad by the FETA management
feam and was prasented and approved at the FETA Board mesting on 2 Seplember, A mweting was held with
the Sootiah Exesutive on the revised guidance for promoting a charging Order but this will be subledt o
consultation falsr in the vear. The full Charging Ordey in support of the Local Transport Strategy will be promoted
i line with current guidance in the meantime with a view o seeking approval i pringiple from Ministers in
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Muonth Ended 30th September 2005

Gross Forth Famry

Ciarat Monty {Seplambor ‘08 | Your to Date (6 mihw o 3WHNS) | Yerr Pud (12 withw winding 21/3/08)
g LY 33t o Hance Forerust
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Maonth Ended 30th September 2008

atitding Counal Waste Management Pralscls

Curverd Wonth

{Sepmmber 05} | Yuarto Date (8 othw to S90Sy | Year Eaet {12 1oths anding 31/3/08)
L Bodget Marance! Avkal ! Basigetl  vassocel  Forcast | Bodger  Vadsuoe
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Month Ended 30th September 2008

Crarrord Mlonthy (Septavbes "8 Yesr fo P {8 orlbs fo SFGIASY | Yeay Bt $12 iothe sorlivg 310506)
: ' ; ' VaRgns s Yanns

The under spend on costs both in month and year o date is dus to the delay in Bill subrrdssion date,
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Mornth Ended 30th Septamber 2005

Cravent Monts (Septender 'G8) | Yeaoto Date (8 yaftys i JWS0E) | Yeaur £n0 {12 ol wanlingg 31/3/05)

{ o Budget Vadsooe!  Ackl D Shadyet!  Variancai!  Foreeast  Bhadget | Vadarce

The main variance in the actual cost varsus budget being down is due {o reduced involvement during the first five
menths from the Bail Projsat Directon
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Month Ended 30th September 2005
4 Qverheads Commentary
Ouarheads are allocated, and charged to CEC on a monthly basis, to sach project pro rata ag per the agresd
busingss plan budget
Spend fo date on 1T and Telephony, Computer Equipment and Project Management software & training

(Primavera) are Uming issues in relation 1o comparizons with budget. The combined total cost to date of of£ 130k
fs directly atiributable (o the Tram implementation project
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Month Ended 30th September 3005

Hank

CED are now issued with one involce per month. The “book” bank balance {overdrawn) as at 30th Seplember
totalled £1.144

Relationship with CEC

fie has issuad invoies o OFEC, Clackmannanshire Council, FETA, Fife Council, Stirling Council and One-Ticket
Limnited 1o 30th September. Acorued costs and depreciation are not included in thess re-charges 1o our clients.
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#lonth Endad 30th Ssptaanber 2085

& Detalled Exponditure Report for Peried Ended 30th September 2008
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Sonth Ended 30h Septenber 2008
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