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1. Purpose 

This report has been prepared to summarise the financial assessments of Edinburgh 
Trams and Scottish Water on the Edinburgh Tram Project in order to promote an agreed 
close out position. The report is. divided into Legacy Works and Post September .2011 
works due to the way costs have been divided since re-commencement of the project. 

This report is not a legal or engineering review. 

2. Summary Proposal 

2.1. Legacy works 

A number of meetings were held between tie and Scottish Water to finalise the position 
on legacy works, however matters were not concluded. Following recommencement of 
the project in September 2011 the CEC/Edinburgh Trams team had a series of 
meetings with Scottish Water to resolve the differences in approach. Some progress 
has been made and it is proposed that the respective parties. consider their positions at 
a summary level to achieve resolution. 

2.2. Post September 2011 works 

With regards to the post September 2011 works, the issues are less complicated and 
final resolution should be achievable with some discussion around the significant issues 
between the project Principals. 

3. Legacy works 

3.1. Introduction 

The legacy scope is defined as work carried out up to September 2011. Relevant 
information in relation to the financial settlement of thes.e works is as follows: 

• SCOTTISH WATER CLOSE OUT POSITION dated 25 June 2012 (issued to Scottish 
Water 28 June 2012) contained in Appendix 1 

• Scottish Water Close Out Position - Variations issued to Scottish Water 28 June 
2012 - Contained in Appendix 1 

• ''The Red Folder'' - tie Archive Documents requested by CEC supporting change 
amounts by reference to the Carillion Final Account, hand delivered by Colin Smith 
to Scottish Water in April 2013. 

• SW response to ''The Red Folder'' - email: Donald Crawford to Rob Leech, Steven 
Jackson, Mark Marriott, Colin Smith 28/05/2013 11:45. The response and the 
Turner & Townsend comments to this response (not issued to Scottish Water) are 
included in Appendix 2. 

3.2. Current Status 

Prior to, and in the first half of 2012, tie and Edinburgh Trams shared financial review 
papers with Scottish Water which noted significant differences as a consequence of 
issues of both points. of principle (e.g. the rules of valuation of diversions) and 
justification (e.g. the records required to support costs). In order to reach an 
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acceptable settlement to both parties, Edinburgh Trams prepared a summary attached 
in Appendix 1 which removed a number of items previously included within cost share 
calculations presented. The positions following this. exercise are summarised as follows: 

Scottish Water Contribution to 
Costs 

4,956,486 8,517., 945 

Scottish Water Costs to Date 7,921,993 7 ,291., 719 Scottish Water costs £50 ,000 lower than 
shown in Appendix to match actual 
payments made to tie 

Payment - Scottish Water to 
CEC 

-2,965,507 1,226,226 

3.3. 

3.3.1. 

The difference in the respective parties positions shown above is £4,241,733 although 
it should be noted that the Scottish Water assessment makes no allowance for certain 
agreed scope items (e.g. side entry manholes) or any variations to the original work 
scope despite the fact that Scottish Water acknowledge that they have a liability for 
some of this work and they should clearly be part of the cost sharing calculations. 
Further to presenting the above summary position, CEC made a further offer of a final 
payment of £700k to Scottish Water. 

The CEC/Edinburgh Trams position made some significant concessions to the costs 
previously proposed in the spirit of finding middle ground to the earlier proposals and in 
an a.ttemp.t to reach a settlement with Scottish Water. The position outlined by CEC 
would result in a contribution from Scottish Water of £8.Sm, reducing to £6.59m after 
the offer of a close out payment of £700k, towards the tram project and associated 
requested works. 

It is unclear what funding Scottish Water have received from the Water Regulator, in 
the SR06. and S.R10 periods, towards their portion of tram costs and it would be 
beneficial if this information could be provided to support the close out. position. 

The Issues 

Valuation Principles 

There are a number of issues where the respective parties have a different opinion on 
what should be included in the .cost sharing assessment. In an effort to support the 
settlement of the account, CEC have taken a pragmatic view to some of the items 
previously claimed in order to reach a settlement .. This is shown on the Close Out. 
Position - Variations sheet which has omitted a number of items previously included in 
the CEC assessment. It should be noted that this. was done in order to promote a 
settlement and does not indicate that CEC do not believe that these items should form 
part of the final account. 

While it is not the purpose of this paper to provide a detailed commentary on each of 
the disputed items it should be noted that the Scottish Water figures make no 
allowance for a number of items which, although the value may be subject to some 
discussion, the principle of whether they should be included is not. These items are: 

• Side Entry Manholes 
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3.3.2. 

• Abandonments 

• Princes Street Works including 500mm twin crossing and Crawley Tunnel 

In addition to the above items, Scottish Water have made no allowance in their 
assessment for any variations, despite the principle of a number of the items being 
agreed, or any cost sharing applied to their own costs beyond April 2010 on the basis 
that CEC agreed to pay 100°/o of costs in this period although it is not clear when this 
agreement was made. 

If Scottish Water made even provisional assessment of the above items, the parties' 
respective positions would be considerably closer. 

Justification of Costs 

3 

Scottish Water has consistently stated that they require further demonstration of costs 
to justify inclusion of further sums in their assessment. NRSWA does not prescribe the 
level of detail to be provided. The CEC position is that the costs form part of an overall 
final account to a contract which has been competitively tendered in accordance with 
procurement laws, has been administered by a public body, has been subject to a 
mediated settlement and as such should be sufficient to support the costs being 
claimed. CEC's position is that a reasonable justification to the costs included in the 
final assessment has been provided. 

In order to provide necessary justification to Scottish Water, CEC provided the Carillion 
final account to Scottish Water (''The Red Folder''). Scottish Water has responded to 
this in the email referenced in section 3.1 above. In summary, the response states that 
information forwarded did not satisfy Scottish Water's requirement to substantiate the 
amounts included in Edinburgh Trams valuation. The respons.e from .Scottish Water and 
the CEC comments are contained in Appendix 2. 

3.4. Summary of position 

The two main issues are: 

• Items of principle regarding the applicable rules governing the basis of cost share. 

• Level of cost detail required by NRSWA to satisfy the requirement for the 
jus.tification of reasonable costs. The Carillion final account was. s.ubject to 
mediation however Scottish Water believe that NRSWA entitles them to greater 
cost detail. 

In recognition of some of the historic issues associated with the project and the 
in.terpreta.tion surrounding some of the rules regarding cost share calculations, CEC 
have made some significant concessions surrounding the above issues in order to reach 
an agreement with Scottish Water. A close out offer of a £700k payment to Scottish 
Water makes further concessions and demonstrates CEC's commitment to finding a 
reasonable s.olution to the legacy costs. associated with diversions of Scottish Water's 
assets. 

4. Post September 2011 

4.1. Introduction 

This section of the report covers costs share calculations for utilities diversion works 
and Scottish Water supervision carried out post September 2011 to enable completion 
of the Edinburgh Tram project. 
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4.2 . Current Status 

The current position of the Scottish Water forecast for post September 2011 work is. 
outlined below: 

Costs to date (Scottish Water cost download 
to 31/3/13) 

Forecast Costs to complete 

Total Scottish Water forecast 

Credit for Scottish Water cost share on 
Scottish Water costs 

Credit for .Scottish Water cost share on 
Edinburgh Tram costs 

Credit for requested works. 

Scottish Water het costs 

Notes: 

£1,313 

£1,058 

£2,371 

£0 

£0 

-£0 

£2,371 

£1,313 

£240 1 

£1,553 

-£116 

-£35 

-£335 2 

£1,067 

4 

1. Scottish Water forecast costs are up to January 2014. T&T costs are generally up to June with 

some closeout staff allowed for in July and August in accordance with letter reference 

OSW.129.AS. 

2. Includes Grosvenor Street Sewer. 

The following issues require resolution to conclude the financial agreement for this 
period of work: 

• Supervision Resource levels: To 25 April 2013 Scottish Water has applied for 
£1,313,003.42 to which Turner & "fownsend have made an assessment of 
£705,930.63. Resource cos.ts up to 30 June 2013 to be submitted by Scottish Water 
for review by Turner & Townsend. Edinburgh Trams has written to Scottish Water 
(letter Ref OSW .129.AS) to confirm acceptable resources beyond June 2013 are 
limited to the close out of the remaining live issues associated with the close out of 
the McNicholas and Infraco contract. It excludes recovery for costs associated with 
legacy issues. 

• 7 .5°/o advance payment discount: S.cottish Water maintain that they should not 
have to cohtribute to the project. beyond April 2010 as they should not be paying 
for delays to the project. They have also stated that this principle was agreed with 
Alan Coyle and Colin Smith in October 2011 although no record of this agreement 
exists. In the absen.ce of any written agreement, CEC have followed the cost 
sharing principles contained in NRSWA. 

• Requested Works: Scottish Water accept that they should contribute 100°/o of these 
costs but dispute what .constitute requested works. In particular they dispute that 
the cost of rectification work to Grosvehor Street sewer should be included within 
this section as they have no indication that the issues with the sewer were a result 
of anything other than tram works. At present the cost of remedial work to 
Grosvenor Street Sewer has. been deducted from the payment to Scottish Water as. 
the CEC Loss Adjuster's report indicates that the most likely cause of the failure 
was an existing weakness in the sewer. 
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4.3 . Summary 

In order to close out the commercial element of the post September 2011 work, 
Scottish Water are to submit costs up to June 2013. CEC expect to be able to finalise 
the account at this stage, generally in line with the values contained in the a.bove 
forecast table. 
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Appendix 1 - Commercial Position papers issued to Scottish 
Water 28 June 2012 
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SCOTTISH WATER CLOSE OUT POSITIONS 
-25th June 2012 

sc0m sH-WATE R POSITION AT 15th M ARCH 2012 

.SR06 

tie c;osts 
t us M e-as-ured Wo rks 4 ,709,219 Based upon SW assessril'ent of CUS 

fina l account 

CUSTen·der Pi-e lims. 11.6% 546,269 

CUS Work Section Pre lims 5.3% 249,589 

CUS Charige Control 0 No substantiation has been 

provided so unab le to agree any 

va lue 

subtotal 5,50.5,077 

tus Overhead $ & profit 8.8%, 484,447 

S'ubtqtal 5,989,524 

Farrans·Meas_ur_ed Works· 674,273 

Clan:c::y ,DoJ:wra ·- DiversiQns lA I _1 c_ I _lD 3_15,38P 

Barha le Sout h Gyle Sewer 747,8-06 

Frorit line - Side· Entry Manholes 

Land Engineering - Side Entry M anhole$ 

Clancy Docwra .- Abandonm·ents 

BBS- SOOrnni twin CroSSing/ 0rawley Ti.rnne l I 
Princes St. 

Subtotal 7,7261989 

S[)S Des ign , 5 .0%' 3_86,349 

t ie Overheads 11.b% 849,969 

Total Me.asured W orks 8,963,307 

CioR 33 .0% 2,671,6?1 Excluding_ So uth Gyle S~we r (no DoR 

on sewers) 

Advance Payrnent Qiscount 7.5% 471,876 

C,CTV S_ui',Veys o}rtw ith the D.KE + 2 0 

Total Payable by SW - Works 3,143,507 

Tot al Pa id by SW,· t o Date 3,010,8'17 

Residual t o be paid by SW - W orks 132;690 

. 

SW ~R06 Cpsts 7,867-,864 

D"dt 

Tie PaymenfO~l -1,$85,81:Y 

Tie Raynient02 -1,125,000 

Gogar'Works -=4lf60? 
' 

TIE 'Accrua l 

Grade 3 Se~ers I 

8e9uct.idns -3'059. 424 
' ' 

Total SW SR06 Costs 4,808,440 

DoR 33.0% 1,586,78.5 

Advance-Payment Discount 7.5% 241,624 

Tot'al Payable by,SW - Wat ching Brief 1,828,409 

Residua l for Payment by t ie_ 2,980,03_1 

Tota l SW SR06 Liability -2- 847 341 
' ' 

Tota l Paid bytie·to SW to date 325,000 

Outsfand ing Liab ili ty -2,522,341 

SR10 

SW SR1:0 Costs to Date 1, t -29,52-9 

S,\fJ F-orecast'.'SRl o' Cost s to CorT]plet'e 
. . , , 

2,259,49~ Based upon Gbmpletio"n in 

December .201l4-

Tota l SW SR-10 Liabi lity 3 389 028 . ' . ' . 

Total to be paltt by SW to tie -5,911,'369 

SUMMARY 

To.tal Payable by SV)/ - Works ·,3,143,507 

Tdt'al Payable by,SW - Wat ching Brief 1,828,409 

Payments Made t o Date by SW -3,010,817 

Payments Made to Diite by CEC 325,00.0 

SW SR06 £ost s -4,808,440 

SW SRlO Cost to Date (Oct 2011) -1,129,529 

SW SRlO £est from Qct 20.11 to Ma 2012) 
-2,259,499 

SW SRlO Fore·c;ast Cost · 

Total to be paid by SW -5,911;369 CEC due SW £5.9m 

Notes -

1 - T & Tva lue is based ,on the Tie pos it ion wh ilst d iscussions on rate-s_etc. haveri't,concluded. 

S( b lTI SH W-ATER POSITION AT 5th JU NE 2.012 T &S 

4, 709,219 4,923,0bO see note 1 

11.6% 546,269 11.6% 2.,028,672 see note z 
5.3% 249,589 5.3~0 v,llue inc above 

0 7,0.80,976 see Note 3 

5,505,077 14,032,64 8 

8.8o/o 484,447 8 .8% 1,23.4,873 

5,989,$24 1$,267,521 

_674,273 674,173 

315,386 1,7-95,896 

747,806 912,675 

4?,000 
See Not e 4 

236,0bO . 

310,000 

500,000 

7;72.6,989 19,739,365 

5.0% 386 349 
' 

s_.0% 986,9P8 

11.0% 849,969 11.0% 2,171,3:30 

8,963,307 22,897,663 

33 .0% 2 671631 ' .. , . 5;242,910 See Not e 5 . . 

7.5% 471,876 1,207,666 

0 495,000 Se_e Note 6 

3,143,507 6;945,576 

3,010,817 3,010,817 

132,690 3,934,75 

7;)86_7,86.4 

-, ,; . 
-1885 817. ' ·. ' 
-1,125,000 

-48,607. 

-.700,400 

-32 6,4_0_5 

-4.,086,229 

-3,'781,635 3,526,373 See Note .. 7 

33 .0% t,247,940 1,217,892 

7.5.% 190,027 -354,477 

1,4'37,967 1,572,369 

2·343 668 
' ' 

1,954,004 

-2,210,978 1,980, 755 

325,000 375,000 se·e Note 8 

-t,885,978 2.,3 55,7-55 

·2, 039,1'42 Taken t o include M ay 2012 1, '1-2-9, 529 ., 
2, 796,400 Bas:e·a UP.On Co mplet ion Dece mber . . 1,52S,68Q Ba~ d upon SW completion oe·c 

2014 20'13 

4,835,542. 2,655,215 

-6,721,520 -299,460 

3,143,507 6,945,.57 

1,437,967 1,572,369 

-3,010,817 -3,010,817 

325;000 375,000 

-3,781,635 -3 ,526,373 

-1,129,529 -1,129,529 

-909,613 -584,4n 

-2,796,400 -941,215 

-6,721,520 CEC d'ue,SW £6. 7m -29~,460 CEC .due SW £0. 3m 

2 - Scottish Wate r are ap ply in'g the init ia l (C4) est imate rates for pre li hlinarie's when Calt ulatin'g fi na l amount s due. For the pu rpoSes, of e-stab li_shing a settle me nl fi'gur·e we have fo llowed this 111et hod however the amount due shou ld be 

ca lcu lat ed on t he act ua l cost and not the e.st imat ed cost. 

3 - Stott ish Weite r have 111ade no a llowances for varlalid ns, despite having acc'epted in princip le son1e of the iten1s. For the purpose's ofach iev ing a settle menl we have inc luded fo r iten1s such asJ ria l ho le's, archaeo logica l works, AS· s.ewer 

d iv~ r~ion and sid~ ent ry n1ariholes.(lterns graded 1 and :2: on th~ va r iaJio n ~ch.ed ule). W hilst Jhere may be valid dci irns (.they we re afte r·all easts· incur red by M'U DFA as a con_s~q u~ nc~ of ca rrying out t he d iversion wor~) , we hav~ not in clu ded 

labour escal_atton·s, ·slj b-cj) ntrarrt pro longat iQn ·etc. (Grade_d 3 on t he var iat ion s_ch_ed ule ). 

4 - SW have not made allowa nces,fo r all d iversion works. (and associated works such as·abando nments) carr ied out , includ ing w orks t o Princes St reet ( carr ied out .by BBS) . The va lue fo r Princes street is an est i1nat e-at t h is tirne . -·-· .. -·- -· -· . .. ---~ - -· - --- ... 

5- Scottish Water llave stated t hat they are looking to use the ca lcu lat ion ru les issued in late 2010 . Scot tish wat er's budget posit ion wou ld appear to take the opposit e p6Sit ion where it is based on the origina l HA-UC c"alcula'tioris ru les. Our 

view is t hat th~ o rigina l 'HAUC ea lcu lcitions apply and th~ refo re t haJ method has been used. 'It should b~ noted that for t h~ purpose s of achieving a sett le m~nt that no Def er rne nJ of R~ new a I has bee n ca lculat~d on an appo rt ion rnent of th~ 

variat ions. A. significant reason for t he d ifference is due tot he de pot waler ma in d iversion Wh ich as it lies outw it h a road SW have made no a II ow ante for. We be lieve the 3rd Party Agreen1ent makes Spe·c ific arrange n1e nts, f or works not under 

a ro.ad. 

6- SW asked T ie to car ry o ut tCTV works·outwit h t h.e DKE + :2: m. The 3 rd Pa rty Agreement asks fo r c·crv .wit hin D.KE + 2rn but not o utw ith. SW's·position is t hat any project wo uld have to ca rry out CCTV wo rks on t he loca l network. There are - - . . - - - - . - . - -

also a·,nun1be r of ite n1s· ('suth as new f ire hyd rent insta llat ions) for w hich t here is t orrespondan'te t hat s_w . have agreed to pay. Fdr the purpose.s,_of a'thieving a sett lement, t hes·e extra wo fks ha Ve not been included w ithin t hese f igure.s. 
' - -

7 - SW re--issued. t he i rSR06 costs whe n issu ing t heir 1st ·pos it ion pa per. T ~ T ~~_ve· used the·f igure ~ issue d by SW to Tie iri Aug 11 as !he basis ~or their est a blish!nent of t"he 5R06 costs . 

8 - CEC & SW se·em·, to be in agre·en1ent that £375k llas be,en paid ,to SW however SW have, n'ot, c;: onfi rni"e d ,this in writ in·g. To be closed o:ut. 

. 
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ITEIVI ··Value 
Proportion 

att ributed to SW 
Take FOrw:iird Value SW~ La~es't on File Comment T & T comments GRADE 

1 2 3 

SW maint ains that.these are cover.ed by 

Clause 4.4 of the Tl .E/SW/ac 
Clause 4.4 refers to survey s within DKE plus 2hl (~ithe r si·de). 

Sewer C,CTV insp_ecti ons 495,000.00 100% 495;000.00 itgreem·ent. TIE to provid_e copie_s of" Tciken f,xward JO th ·e sunim;ciry.she_e t as full vcil_ue 
TheSe ·Wor~s no.fer to surveys taken outwi th t!iat area. 

eith er letters, eniails O'f"Conforr'nati on of 

verbal ln_st rLJ Ctions recque_sting surveys. 

SW have .a 're"-§pC,nsib ility under.Clau se 4.1 & 4.2 of _the 3 rd Pcicty 

Tri_al H,:,les in 11;ariOus_ Trial ho ltc_s _were requ ir:ed_ t,:i provide Agreemeri t't,:i prOvid e ,al I contempa1-y datii 'rel _ating to t he 
I o·Catioris tli rough r:iu f tlie in for'mati oil o n e xi ~ting -:,~rviCes thecn pr,eserice and lo_Gati o_n llif al l burie.d and abo.ve·ground P,ppar<;1tus 

rout~ to fa ci litat~ th"e 445,883.52 36% 160,384.30 they are incluOe_d wi th Clause 4.4.ofthe With ih the Ii 111i ts of,Oevi-ati Ori and parti cu I ar ly focuSi n-g u pori the '160,384.30 

e"ttab lishniei1 t ofexi ~ting tie/SW / t'E(:: cg reei11en t ail d are at Tie 's DKE plus twb metr,es on e ither _side thei·eof. Tria l ho ltis wer"e 

water services ( OS,t. deemed n·e·ces$ary due ;t9 th·e "nc,n'"p rovisi i::in of th at ( om pl e te. 

I ill f9-rmati on from al I util i):y pi"ovi d e rS. 

The .o i"lginal app aic·ahis for the Gogar 
' I • - . 

800mm watei main 
Main was:n d_t in a rii§:hWay, street or 

3rd r -ar;ty Agrsel'r)snt ,i nd.l.J ~ es f P\ works n, ot i I") t l[!d ed under a 
~' ' ' . 1,838,000.00 100% 1,838'.000.00 road,and the!'Bfore -dbesnotfull WltHin Take1~ F.orward tO the sum111orysh,eet:il~ full value. 

di v~rsi on, ;,t Gtig;i r De[,J c::,t r;.oad. 
the NRSWA GOStsh.a'ring legislatlon:ar,d • 

i_S.a cosrf.or Ti ~. 

As-.·~ wer djv1cr$ior," •• 1, 792,,924.IJQ 1TJ0% ·1 ,792\924.QO Tie .to l]ro:,id e'. d~tail 's 1,792;924:00. 

SW n1ain,tain tliat this itern i3 kerbing a11 d 

rilaKing gDO_d andJher~f9re covered 

Uhd e·r the o rig i rial sco·p~ c;f v,;.orks, Tl E -

Relllbve central reserve 
require Jo provide. pet-ai led The o riginal Sc<;ipe <;if th~ w cirks d id in c;luge kerb removal and re -

substantiation of vari ation far in statement (as nbted i11 the BoQs)_hovJever-this was for 
and ' ke'rb outctrops on 

1_61,?00.00 36% 58,091.55 c;or1sideratjon by SW. Substantiation to measured Works item s and in l,Jcal areas to suit the works The 58;091.55 
Leith WEl lk to facilitate 

be p_rovidedwill include correspondence claimed Works rel-ate to the complete removal qf central reserve 
Traffic Managemen t 

between TIE and CUS, contemporaneous of Leith Walk to allow traffic mancgement to be put in place, 

records o'f I ab ou r, pl-ant, materials and 

sub-contractors ui:ili·sed for the works 

and deta il ed reaso11ing as to why SW a1·e 
• 

li able for a .sha1·e of the costs associated 

with these.wo1·ks: 

Substantiation to be provided -as to why 

th is was not included in the original 
Works·were part of the TM necessary to carry out t!1e Works. 

Contract. Substantiation to be provided 
Tlv1 was greater than in iti_al I y anti ci ~-ated due to the -amount of 

will incl 'ude Co1T-espondenc_e be,tw.een Tie 
Hi re of- MASS b_arrier far add itional work as$o·ci ated wit!i unkn·own -servic.es: 

1,041,894.53 36% 374,769.46 and CUS, contemporaneoLJsrecords O'f 37.4, 769.46 
TM 

labC,ur, Pl.ant; materici ls --and sub-
Works included in the agreed fi11al ·account with CUS which wao 

cori tractors u til i ~e.d for _tli e wbrKs_ and 
subject to 111ediation. 

\:!etailed reasoning .as tC,_v,;hy SW ,a1·e 

Ii abl e for "<i ' Sli a1·e of _the C)Jsts -aS§,C<ei ated 
1Nitli thecS"e work;. 

Substarit iatiori to l:i (! provided ci s to Why 

th'i_S,_v,.:~,;,ri9~ incl.ud ~d in the origin'al 
Works were part of the TM necessary .to carry out th.e works. 

( on:t(act: Substanti~tion to b~ prc;vided 
TM was greater .than initially a·nl:i cipated du.e to the amount of 

wil l include corresp onden ce. Qetween Ti'e 
additional work asi od3ted witri unKriowri services. 

[Jesign ofTM 183,_1_98.?0 36% 65,896.5_0 arid CU.S, contemporaneous reco rds of 6'? ,cl96.5Q 

labou ~, plant, materials and sub_-
Works i'rii:luded in thE agree_d final acc·OU nt 1Ni th CUS- wh ich wac 

c;or1 tras_t,Jrs utilised for the ,vqrks and 
'su bjec:t tfJ media.ti c,n. 

detailed reasoni r:)g as -to why SW are 

liable fora share of the costs associated 

with these works. 

Provision of AMIS Why was the contrcact let without the 
Tlie iris.urance provisi.on cost)Nould h<;1Ve b~.eri a Cost to th"e 

l11surance 
.70,883.51 36% 251f96.80 

i 11.cl usi 011 of i 11 suran ce p rovi si on by either 
pr:,oj'ecct Whether i t wa$ iilclu.ded -at contract a"'!ard or not 25,496.80 

Reasons frir rii;)t bei n'g i n·- c_On trc:i_ctare i rr~I evarit. 
the contractor o(Tie On behalf of CUS. 

Agr~eri1 ent ill pri r,cj pl e. Tie Jo provide 

Arch-ae_ological works 124!?6 2.40 36% 44,?05.1_0 proposed cost sh-are Split between As per split not_ed 44,~05.10 
' ' ~ 

rel 'evant parties p.rior t,J ~na.l acceptance 

Quantum _supplied. Tie to prc:,vi de; • This i·s i11crease in costs For works due to delays. Works 
ad_diti,Jn'a l details of ~h.arige cc,r1 _tr61 ' . . 

prolonged·as ·a result of i11creased scope and lack o f- knowledge Escalation of labour 144,769.52 36% 52,073.60 52,073,60 
b0 ackg round JO d_emoriS_tr_at_e wliy c_Os.t 

of p 1·oxi n1 i ty o'f apparatus. 
Share to be. consider:ed bY SW. 

QL:JahtWi'n supplie_d. Tie to provi.de 
This Is Increase.in costs fo 1· works due to inflatioll'. W.orks 

Prol ongatatibri 11.1 fSub-
130,0IJO.OIJ 36% 46,761.IJO 

additional detai ls o f challge o:c,,ritro_l 
prolonged as .a r:esult of increased scope.and lack of- knowledge. 46,761.dO 

Co_ntractQrs baCKground to der'noristrate. why.cost 
of proximity of -app·aratu s . . 

share to be cc,risidered b.ySW. 

Quahtl.im Supplied. Tie Jo provide 
This.i s .inc"rease in -.costs for works du.e to delays. Works 

aj]ditiDnal details_of chang~ control 
Indexation 1,837,000 .00 36% 66°0,768:90 prOlong ed as a r·esul t of increased _scope and latkof knowledge '660,768.90 

b-ac~round to derno11strat_e why ci,i_st 
of p roxi IT1 i ty O'f apparatus. 

share to b_e considered by SW. 

Ov"erhead$·a·re iri dud_ed ,as _a fixed 

pen:€ritage r:el ativ,e to th ·e measured 

wo rl;:;:, Therefore SW deem O',!,erhea(]s 't,:i This is i ricrease i r, Gpst$·f0r w§ rks due t,:i ,Jel_ays. W.6rks 
ove'rheads 198,000.00 36% ,71,220.60 be. iil cl ud ed in the measure works and pr:,olo ng ed aS a re};u It llif, iilcre-a_iied sCope ar'!d I a Ck Of kn0yJ I edge ' ;'.1,22"0.60 

appli'ed uplifts so rio additional inst ,. . . :ofp roxi rr1 i !)' o f apl)-ar atu _s. 

sliare re lative to overheads tQ,. be 

( onsidered by SW. 

Quantum supplied. Tie to provide 
Thi_S is increase i r, o;:,:st_s for v,19-rks due to d~I ays. W<;>r ks 

addition al ·.details of chang e ·.con trol 
Lcgistics support 85§,4,84.36 36.% 308,077.42 pr'olOhg:ed as .a resul t df incr.eased ScojJ~ and lack of knciwledge 308,077.42 

backgrou·nd .to .demonstrate why cost 
of prcixirr1ity of appara~S. 

sh3re to be Consid_erecd "by SW. 

Tie have riot provided SW'wi.th da tes' of 
their construction pro,1ra1T,me, Please • This i·s i11crease in costs For works due to delays. Works 

Aqgust b8 embargo 56,225,-99 36% 20,224.49 provide detail's ·of the agreement to pay . prolonged·as ·a result of i11creased scope and lack o f- knowledge 
. 

20,224.49 

enibargo costs to CUS and the i:i111eline of p 1·oxi r,-1 i ty o'f apparatus. 

estab li shed. 

Tie have ri Ot pr6yide_d any d~tai l sos tb 

Working o(Non. 
\Nhaf tli is chang e. Control i teni r"e l-ates to . TliiS is iilcre-aiie in costs for ·wo rks due t,~ dela~s. WorKS . . -. - .- . - ,. ' . 

229832.05' 36.% 82,b 70.59 Fu 11 su bstanti 8Ji c, n· and pr'olOhg:ed as .a resul t df incr.eased ScojJ~ and lack of knciwledge 8_2,670.,59, 
Produ.ctive Overctime 

( on:t~hlp Draheous ·r~o;>rps to Q e ofii"roxi mi ty of ap·p aratus. -· - ., . -

provided 

Works fo meet Embargo Tie;hav_e not provided SW with da tes of 

re_stricti ons ir\c luding th ei'c con_stri.Jcti on programme. Pl ease 

,bacJfi ll offr€11 Ch"es/ provide detai l s .Ofth_e agree ll"leri t to p;ay This is iricrease ir, Gpst$·f0rw§ rks due t,:i ,Jel_ays. W.6rks 

exc-al(ati on S th'at wi l I 119,000.00 36°% 42,804_.30 embargo costs_tfJ C]...IS ,a·na_ the _tir'neline prc,l ci hge (]_ as.a result 6f iricreased Scope ;arid lack Of knowledge 42,804.30 

requi re re-Oper, irig and rel.atil(.e · t,:i emb ,a_rgos in cl u d'ed i ri the c,f"p rOxi ril i ty,df _<Jpp,aratw s. 
den1obilis-ati6_n 11.1 f ori§:iria l Tie I cus ·co nt1·aCt and the 

affe-cte_d sites establi shr'nent llif those in addition. 

TIE require to provide detai led - - ,. 

~uQS taritiatiori o fvari.atiori For 

( onsi derati{>n by SI/II . S.u QS tariti ati ori .,to 

be p_rovidedwi ll include correspondence 
ThiS.is".increase in Costs for works. due to delays. Works 

Adqiti.on-al TM works - be_tween TI E and CUS, cqntemporaneoLJs 
227,000.00 36% 81,651.90 prOlonged as a r·esult of increased _scope and latkof knowledge 81;651.90 

Nov O~ to Aug o_g records of I ab our:, p I ant, ll1cl.teri al s and 
of p roxi IT1 i ty O'f apparatus. 

sub-contractors ui:i li·sed for the works 

and detai led reasoni r:)g as to why SW are 

liable fora share of the costs associated 
with these.wo1·ks: 

No a ll owance for Pain/Gain shar:e. 
TliiS is iilcre-aiie in costs for ·wo rks due t,~ dela~s. WorKS 

detailed in Tie·/ CUS contract. Profit -. - .- . - ,. ' . 

Gain Sh~r~ 1.02,5_85.84 36.% 36',900.13 pr'olOhg:ed as .a resul t df incr.eased ScojJ~ and lack of knciwledge 3b,9no.1 :3.-
already resolved via fixed percenk:ge 

ofii"roxi mi ty of ap·p aratus. 
,el ative to the measured wor:ks. -· - ., . -

I Hand diggi11g I 152,000.00 I 36% 54;6.74.4_0 H;o n,d digging is_ include_d in the_ r_ate_s I Rqtes include_ fi:,r 111aChi 11 e digging ,:,n ly. I I 54,674:40 

ISide Entry Mq11h_ole_s I 2,2.25,608.00 I 100% 2,225,6.08_.oo No_ c,:,mrne_nts_ receive_d I I 2;225,608,0_0 I 

I I I I I I 

I I I I I 4,307,309-.75 I 440,665.96 1,45 7 ;'r',2 7 :32 
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Appendix 2 - Scottish Water Response to ''The Red Folder'' with 
Turner & Townsend comments in red 

Scottish Water - Financial Printed: 25 June 2013 
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Report on file entitled ''Carillion Final Account'' as presented by Colin Smith of 
CEC to Mark McEwan of SW on 3rd April 2013. 

The document presented by CEC gives the impression that the Carillion Final 
Account for all Utility Work i.e. water, .gas, power, telecom,. C & W, and Virgin 
media etc, was agreed between C.arillion and Tie as a result of a mediated settlement. 
This is correct 

The amount originally requested by Carillion is stated as £68,971 ,000.00 and the 
mediated settlement a1nount is stated as .£62,500,000.00. This is correct 

Included within the stated settlement to Carillion by Tie of £62,.500,.000.00, are sums 
totalling £6,525,000.00 in respect of disruption claims originally requested by 
Carillion in the amount of £10,729,000.00 before settlement was reached between the 
parties. This is correct 

Tie considere.d that the disruption claims paid to Carillion in the amount of 
£6,525,000.00 should be included within the NRSWA cost sharing calculations and 
that this amount be shared by all Utilities, including Scottish Water, on a pro-rata 
basis, depending on the value of the Diversions carried on behalf of the respective 
Utilities. This is correct 

Disruption claims between Tie and CUS have not been demonstrated as being as a 
result of any action on the part of Scottish Water and the value of £6,525 ,000.00 
should not be considered by Scottish Water when cost sharing is calculated. 
Disruption claims are not uncommon on complicated construction projects and 
form part of the final cost which is recoverable under NRSW A. 

Examination of the file presented by CEC shows that it consists of a series of one line 
values entered into the overall costs submitted by Carillion to Tie against certain 
items, having no invoice back up to substantiate the cost or, of equal i1nportance, any 
narrative to justify the reason for the payment being considered in .the first instance, 
and these items should not form the basis of cost sharing calculations between Tie and 
Scottish Water. All costs have been reviewed and assesse·d by the tie commercial 
team as part of the administration of the contract and the final account process. 
The fact that Scottish Water are unable to drill down to lower levels of the 
account does not make the costs invalid. 

Other items included have been valued on a labour, plant and material basis, the 
' ' ' ' 

sheets which have been used in the calculation of the values and entered into the 
• 

overall costs submitted by Carillion to Tie, do not contain any confirmation that the 
resources used in the execution of the items were in fact on site at the time or, of 
equal importance, any narrative to justify the reason for payment .being considered in 
the first instance, and these items should not form the basis of cost sharing 
calculations between Tie and Scottish Water. As per comment on paragraph above, 
we do not believe there is an obligation in NRSW A to provide this information. 
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We have demonstrated that costs were incurred and how they fit into the final 
account. 

CEC by their own admission within .the submitted file, have indicated that further 
back-up behind the values mentioned above is not readily available. Noted 

In conclusion, the file contains almost the same informati.on which was submitted to 
Scottish Water about two years ago when Tie were requested to justify additional 
costs in relation to items covered by Change Control, the value of which Tie 
requested that Scottish Water include in accordance with cost sharing calculations 
between the parties. Tie were acting reasonably 

No new information has been presented by CEC on behalf of the Tie/Carillion Final 
Account to enable Scottish Water to reconsider their original position with regard to 
increasing the amounts included within cost sharing calculations between the parties, 
and the previous position stated by Scottish Water to Tie should not be altered to 
CEC. Final agreement of the legacy account is currently the subject of separate 
discussion between Colin Sn1ith and Mark McEwan. 
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