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STRICTLY CONFIDENTIAL & COMMERCIALLY SENSITIVE

situation in which Force Majeure had seriously impacted the operation of the system -
recognising that the infrastructure provider, carrying responsibility for system availability,
would be more sensitive to this issue than the Operator.

The Operator is contractually responsible for the security of system operation under DPOFA,
including incident management and security management under plans which are presented to
and agreed by tie prior to system commissioning. tie will define the extent of duties for the
system including any requirements for anti-terrorism detection equipment or special terrorism
risk reduction measures and build them in, if necessary, to the DPOFA Operating Output
Specification and Transdev's operating function.

Physical measures to protect the infrastructure, vehicles, interchanges and depot(s) will be a
question of the supply requirements set by the output specification for the tram vehicle and
infrastructure contracts, including, the responsibility of the infrastructure provider to carry out
system surveillance.

tie in conjunction with Transdev are considering the merits of insuring key tram assets to
provide Material Damage and Business Interruption coverage arising from the specific peril of
Terrorism. However, it is recognised that these covers have a large deductible and relatively
low cover relative to the premium and may not be available to the sector at the time of
placing.

6.4 Risk Contingencies

This section describes the contingencies that have been set aside for the project over and
above the ‘base’ cost and programme allowances. It is noted that this section should be read
in conjunction with Section 8 where switching value assessment, risk influence on NPV,
payment mechanism and unitary charge are considered.

6.4.1 Specified Capital Contingencies

Capital costs of schemes vary due to the uniqueness of each scheme and this creates
challenges when building up cost estimates generally and for specified contingencies in
particular. Cost estimates have been built up from cost consultant inputs from tie’s technical
advisers with contingency estimated on each element of the costs based upon perceived risk
of the respective elements.

The consultant for each line has produced elemental analysis of construction costs and
allowed between 10-18.5% contingency for each principal element of costs. Detailed analysis
of individual cost items have been undertaken by the cost consultant for each Line with
experienced in delivery of tram projects. Each consultant has benchmarked risk from their
own cost analysis.

The level of specified contingency varies based upon the scope of each proposal and is
included in this business case, as follows.

Scheme Specified Percentage

Contingency Increase to

(2Q2003) Base Costs
Phase 1 - Line 1 Standalone £23.73m 10.82%
Line 2 Standalone £22.84m 8.17%
Investment Enhanced Network £42.74m 9.64%
Investment Enhanced Network excluding Newbridge £38.36m 9.65%
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