Edinburgh’s integrated transport system
Project governance - agreed structure, August 2006

Note :

This paper combines the principles and structure which were set out in papers to the
TEL Boards on 19 June 2006 and 24 July 2006 and the results of further discussions.
The paper is intended to be a complete picture of the agreed structure to take the
project through to financial close.

Background

The delivery of Edinburgh’s integrated transport system has the following key
players :

» CEC was the Promoter of the Tram Bills, will be the user of the output from
the project and is part-funder of the project

» TEL was created by CEC to deliver an integrated bus and tram system

> Tie is the delivery agent for the tram as specified by its client CEC acting
through TEL

» Transport Scotland (TS) is the principal funder

This paper establishes a practical approach to project governance through to
Financial Close. The structure described represents an improvement to previous
processes rather than radical change. It is anticipated that a revised structure will be
required to execute the construction phase of the project.

The fulcrum of the previous governance structure was the TEL Board acting as the
Project Board. Attendance included senior parties from the key stakeholders,
including CEC and TS. The Tram Project Director (TPD) had delegated authority from
the TEL Board to execute and in turn delegated on day to day matters to his tram
project team.

Agreed structure — Auqust 2006

The revised structure is summarised in the diagrams in Appendix 1. These highlight
the following four key bodies :

» TEL Board

» Tram Project Board (an independent body with authority delegated to it by
CEC (through TEL) and by TS (“TPB") )

» TPB sub-committees : 1) Business Planning, Integration and Commercials
(“BPIC”) ; and 2) Design, Procurement and Delivery (“DPD”)
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Remits for each of the four primary bodies are set out in Appendices 2-4. In
summary, their roles are as follows :

TEL Board

The role of the TEL Board is focussed on its statutory stewardship role and on its
overall responsibility to deliver an integrated tram and bus network for Edinburgh,
on behalf of CEC. It will make the formal recommendations to CEC on key aspects of
the project including business plan and business case approval, contractual
commitment and matters which have a political dimension. Attendance will be
restricted to Directors. The TEL Board will also address any matters outwith the
direct arena of Integrated Bus and Tram systems and any statutory TEL
considerations.

Tram Project Board

The TPB is established as an independent body with full delegated authority from
CEC (through TEL) and TS to execute the project in line with the remit set out in
Appendix 3. In summary, the TPB has full delegated authority to take the actions
needed to deliver the project to the agreed standards of cost, programme and
quality. The TPB also exercises authority over project design matters which
significantly affect prospective service quality, physical presentation or have material
impact on other aspects of activity in the city. Certain matters are reserved by TS and
CEC, as described below.

The delegation of authority to the TPB is formalised by the approval of this paper by
the TEL Board and by the Senior TS Representative.

The suggested membership of the TPB is 6 people (Office of Government Commerce
constituency definitions “highlighted”):

Independent Chair

Senior TS Representative

Senior CEC Representative — “Senior User Representative”
TEL CEO and Project “Senior Responsible Owner”

YV V V V

“Senior Supplier” representatives (tie Executive Chairman and TEL Operations
Director)

Other parties, principally senior project management and advisers, will be called to
attend as required, though it is anticipated that a common group including the Tram

Project Director will attend most meetings.

The intention is that the empowerment of Senior Representives of TS and CEC will
enable the TPB to act with appropriate efficiency.
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The Senior TS Representative is empowered by TS to support all decisions made by
the TPB except those matters reserved by TS and set out in Appendix 3A. In
particular, the milestone approval requirements set out in the grant award letter are
within the approval powers of the Senior TS Representative. The Senior CEC
Representative is empowered by CEC to support all decisions made by the TPB
except those matters reserved by CEC and set out in Appendix 3B.

Exceptionally, the TS or CEC Senior Representatives may withhold approval of
matters within their powers for further reference in their respective organisations.

Sub-committees

Execution workstreams will be categorised (largely as at present) as either “Business
Planning, Integration and Commercials” (“BPIC”), or “Design, Procurement and
Delivery” (“‘DPD”). The BPIC programme is under the direction of TEL management led
by Bill Campbell. The DPD programme is under the direction of the Tram Project
Director Andie Harper. There are critical linkages and dependencies which the two
programme directors must manage effectively. At operational level, CEC, TS and
Transdev have key involvement in many of the workstreams. This structure should
encompass all workstreams and approvals needed to deliver the integrated system.
In particular, the two programme leaders must ensure that all other project-related
activities (“influencing groups”) are fully aligned with the governance structure
documented in this paper, or bring any parallel activities to the attention of the TPB
for action to be taken.

The role of the sub-committees is to challenge and filter workstream outputs and
provide recommendations to the Tram Project Board. Membership of sub-
committees will be partly sub-set of the TPB and partly additional advisers and
stakeholder representatives. It is also likely that membership will vary according to
the subject-matter on the table. The sub-committees have no delegated decision-
making authority but will be required to make recommendations to the TPB.

The tie Board

In addition to the four primary bodies, the tie Board retains a specific role, in line
with its previous responsibilities. These are 1) to apply quality assurance to the
execution by the Tram Project Director and his team ; 2) to make formal funding
requests to TS and be accountable for expenditure ; and 3) to enter into contractual
arrangements necessary to execute project delivery. It is anticipated that the tie
Board will place reliance on the governance processes executed by the TPB in
assessing the work required to execute their own responsibilities under 2 and 3.
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Members and participants

Appendix 5 sets out the suggested composition of the four primary governance
bodies. The status of individuals is defined either as “Member”, each of whom has

formal decision-making authority, or “Participant”.
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Appendix 1 - Overview of governance structure

EDINBURGH’S INTEGRATED TRANSPORT SYSTEM

Governance to Financial Close

PROJECT
APPROVAL LEVEL

-Interdependent
Decision-making

PROJECT
EXECUTION LEVEL

Tel Board

Tram
Project

Board

T

SEE NEXT SLIDE

EDINBURGH’S INTEGRATED TRANSPORT SYSTEM

Governance to Financial Close

Integration &
Commercials

TEL TEAM

Planning,
Integration &
gammercia

Third Party
Operators

Lothian Buses

CEC Officials

Workstream
Involvement

Workstream
Involvement

Note 1: Critical linkages including design

TRAM
PROJECT
BOARD

PROJECT
EXECUTION
LEVEL

Sub-Committee
Business Planning

(with SRO) \

Sub-Committee

Design
Procurement
& Delivery

Tram Project
Director and Team

System design

Procurement and
delivery

TRANSDEV

Workstream
Involvement

TRS00002700_0005



Appendix 2 - TEL Board Remit
The TEL Board has the following responsibilities :

(1) Company stewardship

1. Matters relating to TEL as a statutory entity, including Board membership,
statutory reporting, maintenance of books of account and statutory records.

2. Matters arising from CEC / TEL Operating Agreement

3. Matters relating to TEL employees including Health & safety

(2) Integrated Edinburgh Tram and Bus Network

1. Overall responsibility for the delivery of an integrated Edinburgh Tram and
Bus Network on behalf of CEC

2. Preparation of a Business Plan (and a supporting Tram Business Case) for the
Tram Project covering specifically the period to Financial Close (as defined in
the Project Programme), and setting out in particular (1) the Company’s
assessment of the financial and economic viability of a proposed integrated
bus and tram system and the affordability of constructing a tram system ;
and (2) how the Company intends to incentivise the tram and bus operators
to deliver a high quality, viable integrated bus and tram system.

3. Execution of its responsibilities under 1 and 2 through the project
governance arrangements, while reserving the following powers :

» Formal recommendation to CEC :
o that the TEL Business Plan and the Tram Draft Final Business Case
be approved with defined consequential approvals
o in relation to other critical milestones through to Financial Close
where it is anticipated that full Council approval will be required

4. Health & Safety responsibilities arising from the Integrated Edinburgh Tram
and Bus Network.

5. To define the remit and composition of the TPB and any sub-committees.
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Appendix 3 - Tram Project Board (“TPB”) Remit

Except for the matters reserved by respectively TS and CEC and set out in
Appendices 3A and 3B, the TPB has full delegated responsibility for the delivery of an
integrated Edinburgh Tram and Bus Network on behalf of CEC and TS, in particular :

1. To oversee the execution of all matters relevant to the delivery of an
integrated Edinburgh Tram and Bus Network, with the following delegations :
a. Changes above the following threshholds
i. Delays to key milestones of > 1 month
ii. Increases in capital cost of > £1m
iii. Adversely affects annual operational surplus by >£100k
iv. is (or is likely to) materially affect economic viability, measured
by BCR impact of > 0.1
b. Changes to project design which significantly and adversely affect
prospective service quality, physical presentation or have material
impact on other aspects of activity in the city
c. Delegate authority for execution of changes to TEL CEO :
i. Delays to key milestones of up to 1 month
ii. Increases in capital cost of up to £1m
iii. Adversely affects annual operational surplus by <£100k pa
iv. is (or is likely to) materially affect economic viability, measured
by BCR impact of <0.1

2. To appoint the Senior Responsible Owner for the project and to receive
reports from the SRO on project progress

3. To receive reports from sub-committees established to oversee 1) Business
Planning, Integration and Commercials (“BPIC”) ; and 2) Design, Procurement
and Delivery (“DPD”).

4. To ensure BPIC and DPD workstreams are executed according to robust
programmes under the leadership of Project Directors appointed by the TPB.

5. To approve the release of procurement documentation to the market, to
approve procurement selection decisions and to recommend to the TEL and
tie Boards (as appropriate) that they enter into contractual commitments.

6. To approve the submission of funding requests and to recommend approval
of funding terms to the TEL and tie Boards (as appropriate). The TPB will also

confirm to TS compliance that all relevant aspects of the grant award letter.

7. To ensure proper reporting through the TPB Chairman to the TEL Board, CEC
or TS (as appropriate) of decisions made and reserved power compliance. .
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Appendix 3A - TS Reserved Matters

[THIS APPENDIX TO DOCUMENT EXCEPTIONS TO DELEGATED AUTHORITY
PROVIDED BY TS TO THE TS SENIOR REPRESENTATIVE]

[TS Board and Ministerial approval requirements]
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Appendix 3B - CEC Reserved Matters

[THIS APPENDIX TO DOCUMENT EXCEPTIONS TO DELEGATED AUTHORITY
PROVIDED BY CEC TO CEC SENIOR REPRESENTATIVE]

[Statutory process including “prior approval processes” specified in the Acts,
principally planning related ;

Matters of substantive public interest which require political involvement.

Specific matters requiring Council Executive and full Council approval.
o that the TEL Business Plan and the Tram Draft Final Business Case
be approved with defined consequential approvals
o In relation to other critical milestones through to Financial Close
where it is anticipated that full Council approval will be required]
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Appendix 4 - Remits of TPB Sub-committees

1. To assess progress on matters within the Project Programme headings of
(respectively) 1) Business Planning, Integration and Commercials (“BPIC”) ;
and 2) Design, Procurement and Delivery (“DPD”) ; as appropriate, to request
further work or investigation, or to approve the reports and recommend their
acceptance to the TPB.

2. To ensure that papers brought to the sub—-committee meetings and reported
to the TPB are succinct but comprehensive, highlight key issues and
decisions, define matters where project dependencies exist and the means of
ensuring that those dependencies are addressed ; and that all members
receive papers timeously and are given the opportunity to comment fully.

3. To report to the TPB through the sub-committee Chairmen : 1) on matters
which are reserved to the TPB, CEC, the TEL Board and TS ; and 2) generally,
as deemed appropriate by the sub-committee Chairman.

10
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Appendix 5

TRAM PROJECT - MEMBERS AND PARTICIPANTS IN GOVERNANCE BODIES

Tram BPIC DPD
TEL Project Sub- Sub-
Board Board Comm Comm

Members :

David Mackay Chair Chair Chair

Willie Gallagher X X X Chair
Neil Renilson (TEL CEO and Project SRO) X X X X
Bill Campbell X X X X
Donald McGougan X

Andrew Burns X

Fred Mackintosh X

Bill Reeve (TS Senior Representative) X

Andrew Holmes (CEC Senior Representative) X

Damian Sharp X X
CEC Senior Representative X X
Participants :

Andie Harper X X X
Graeme Bissett X X X
Stewart McGarrity X X X
Transdev X X X
Project team members as required

Advisers as required

James Stewart (PUK) X

James Papps (PUK) X X
Norman Strachan (Secretary) X X X X
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