{ Formatted: Highlight

{ Formatted: Highlight

{ Formatted: Highlight

24

CEC01550627_0024



[ Formatted: Highlight

{ Formatted: Highlight

2

CEC01550627_0025



agreement between CEC and NR, including Depot and Station Change Procedures: Full

1st March the APA will not be signed until at least that point in time. Update required
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INFRACO contract is therefore considered low, | Formatted: Highlight
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The licence will allow the INFRACO contractor to undertake the works within West
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The pre-close mobilization agreements with Infraco and Tramco are designed to enable - ( Formatted: Highlight )
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(/) Land acquisition arrangements

Purpose of process
The process of assembling land required for the construction and operation of the

Edinburgh Tram Network has been managed using a combination of Compulsory
Purchase (using the General Vesting Declaration Procedure), and entering into long
term lease arrangements with Network Rail and Edinburgh Airport Limited.

Current Status of Agreement
By financial close, the position in regard to Land available to INFRACO is as follows:

© o Tomel o fNe o
. an o hate o Pigle
Pre GVD 498 Yes Nov-05 3
GVD 182 177467 Yes Feb-07 43
GVD 3 167854 Yes Jul-07 22
GVD4 43323 Yes Sep-07 19
GVD5 2381 Yes Dec-07 5
GVD6 83588 Yes Dec-07 17
Licences 24885 Yes Jan-08 14
BAA Licence 18388 Yes Nov-07 17
NR APA 42480 See above Feb-08 37
Forth Ports (S75) 80293 Yes Mar-08 51
Adopted Roads 202521 Yes Achieved 78
843679 Total 306

Of the total land required, 85.5 % is under the control of CEC through ownership or
license, a further 9.5% is committed under Forth Ports existing S75 agreement with the
balance of 5% subject to the Network Rail APA agreement discussed above.
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(8) Governance & corporate arrangements

8.1 Governance & delegations

The Governance model deployed to oversee and control the project has evolved as the
project itself has moved through different stages of development. Appendix 5 is a

detailed paper which was approved by the Boards on 23" January. The paper sets out :

1) the proposed governance model for the construction period ; and
2) the proposed levels of delegated authority

The paper is an update of previous submissions to the Boards and differs only in two
material respects — the inclusion of specific levels of delegated authority and alignment
with the terms of the tie and TEL Operating Agreements (see below). Neither of these

factors should cause concern : the levels of delegated authority are in line with those
previously deployed by the TPB and the terms of the operating agreements have been

subject to significant scrutiny by senior people over recent months.

8.2 Operating agreements
These agreements are now in final agreed form and are attached at Appendices 5 and 6.

tie

The tie agreement was previously reviewed by the tie Board in December 2007 and the
changes since then are in line with the request made by the tie Board. The tie agreement
supercedes the existing agreement and sets out tie and the Council’'s mutual
responsibilities for delivering the tram project.

TEL
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The TEL agreement reflects TEL's role but the detailed wording is consistent with the tie
agreement. The TEL agreement sets out the specific authority delegated to it by the
Council with acknowledgement that TEL will sub-delegate its authority to the TPB.

3.3 Taxation

Advice has been taken from PwC on two principle areas :

1) The tax effect of the Infraco contract suite structure ; and
2) The VAT status of the grant funding

The main objective in tax planning has been to ensure that the arrangements were VAT
neutral such that there would be no irrecoverable input VAT and that no unforeseen
output VAT would require to be accounted for. We have a formal report from PwC
addressed to tie, CEC and TEL confirming this. We have also engaged with HMRC and

have a clearance letter from them confirming that the objective is achieved.

The contract structure has also been assessed by PwC to ensure that it will be possible
in due course to establish a cost base in TEL by either selling or leasing system assets
owned by CEC which will create corporation tax shelter in TEL. This could prove very
valuable over the operating period of the integrated system.
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(10) Risk assessment of in-process and provisional arrangements

This section contributed by Stewart McGarrity, who reviewed those areas of the
documents which are provisional in nature and the documents which will be in draft

form at Close.
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tic’s approach to identifying and managing risks was fully explained in the Final
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(12) Specific confirmations

On the basis of the content of this report and supporting documentation, it is
considered that :

» The Infraco Contract Suite is in terms acceptable for commitment ; and in particular
» The Tramco Novation Agreement is in terms acceptable for commitment
» The SDS Novation Agreement is in terms acceptable for commitment

» The CEC Financial Guarantee is in terms acceptable for commitment and is aligned
in all material respects with the Infraco Contract Suite

» The tie Operating Agreement is in terms acceptable for commitment

» The TEL Operating Agreement is in terms acceptable for commitment
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