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The City of Edinburgh Council 

2 May2002 

1 Purpose of report 

. . . . 

1. 1 To advise the Council on progress on the New Transport Initiative and to seek 
agreement for a number of steps required to take the Initiative forward, 
including the legal framework and budget needed to finalise the establishment 
of the arms-length delivery company. 

2 Summary 

2. 1 This rE:;port sets out a number of matters relating to the evolution the New 
Transport Initiative. These include: 

19 the response to the NTI Application in Principle from Scottish Ministers; 
the final elements necessary to complete the establishment of an arms­
!ength delivery company; 
the monitoring arrangements for the company; 
the year one 'transitionary' business plan and proposed additions by the 
Board of Directors; 
budget requirements for the company for 2002/3 to 2004/5 and how these 
can be met; 
a proposal for a demonstration of the technology and syst.ems that would be 
required to implement a congestion charging scheme, 

2.2 Approval is sought for the legal framework, amended business plan, and three 
year budget for the delivery company; and for undertaking the demonstration of 
charging technology and systems 

3 Main report 

Response from Scottish Ministers to the NTI Application in Principle 

3.1 On March 5, the Minister for Enterprise, Transport and Lifelong Learning 
responded to the application for Approval in Principle (AiP) for the New 
Transport Initiative that the Council submitted in October 2001. 

3.2 The response, set out in a letter to the Council's Executive member for 
Transport (attached as Appendix 1 ), and elaborated in discussion with Scottish 
Executive officials, defers a decision on the AiP but: 

19 Indicates satisfaction with the progress to date on the road user cha.rging 
proposals 
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• Strongly supports the principle of an arms-length c.ompany (working name 
'ENT!CO') to deliver the Initiative; 

e Asks that such a company should be established immediately wlth an initial 
remit to develop and refine the New Transport Initiative proposals and 
produce a report by the end of September this year; 

e Proposes that the Council should then come forward with an updated 
Application in Principle identifying a single investment and charging package 
{rather than the two options in the original submission). 

3.3 The Minister emphasised the importance of improvements to public transport as 
part of the package. To give effect to this, she has indicated willingness to 
support the development work on a west Edinburgh tram line to be taken 
forward within the context of an Edinburgh Tram Network .. This extends the 
propo.sals for a North Edinburgh tram for which development funding has 
already been granted. 

3.4 The Minister's statement does not have a major effect on the content of the 
programme of work that the Council needs to undertake to develop further the 
NT! proposals. However, the arrangements for undertaking that_ work. and the 
timescale, are affected. 

3.5 !t is now unlikely that the Council could publish the necessary Charging Orders 
for the charging element of the NT! before the summer of 2003. Original!y, it 
had been hoped to achieve this by November of this year. This means that the 
earliest date that a charging scheme could come into effect would be Spring 
2006. 

3.6 

Establishment of arms 6 1ength company 

On 18 October 2001, the Council approved in principle the estab!ishment. of an 
arms-length company to develop and deliver the New Transport lnitiatlve. The 
Directors of City Development and Finance !n consultation wtth the City 
Solicitor and the proposed board members were authorised to finalise an 
operating agreement and establish the company. Registration of the company 
should be completed by 2 May 2002, and agreement for the final proposed legal 
and financial frameworks is sought ln this report prior to the first formal meeting 
of the Board of Directors of the company planned for 3 May . 

3.7 The Council at !ts meeting on 21 March 2002 approved the private sector 
membership of the Board of the proposed arms-length delivery company, Two 
informal meetings of the Board members have been held to inform the 
members about the Initiative, and to discuss the legal and financial issues for 
the new company. The Board members have made certain recommendations 
concerning the initial structuring of the company and these are referred to 
be!ow. 

3.8 The company is being registered under the name 'Transport Initiatives 
Edinburgh Ltd'. This replaces the working name 'ENTICO' that h_as been used 
for this company up to now. This name is not available as a permanent 
company name, as it Is already registered for at.her purposes .. 

3.9 The legal matters now to be agreed are: the M.emorandum and Articles for the 
company, the nomination of a company secretary, and an Operating Agreement 
between the company and the Council. 

3.1 Cl The draft Memorandum and Articles are annexed to this report as Appendix 2. It 
is proposed that the Company Secretary should be the Council Solicitor. 
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3, 11 The Operating Agreement is annexed as Appendix 3. This has been modified 
since the version put before the Council on 18 October. Key changes are: 

Inclusion of code of Corporate Governance; 
Outline of the payment mechanism and arrangements under which the 
company will bill the Council; . . 
Arrangements for monitoring of the company's activities (see following 
section of this report). 

3.12 The Operating Agreement Identifies the need for an Annual Business Plan to be 
approved by the Council setting out the activities and budget for the year. A 
'Transitionary' Business Plan has been produced on behalf of the Council by 
Andersen consultants, covering the first year of operation, An extract showing 
the budget summary ls annexed as Appendix 4. !tis anticipated that the 
company woufd produce its own !nit!al business plan by the end of this year. 

3.13 The corr1pany's activities set out in the business plan are: 

Al! aspects of development of the congestion charging proposals. This will 
include the preparation of the report requested by the Scottish Executive for 
the end of September this year; 
Procurement of the West Edinburgh Busway (WEBS) project while 
recognising the emerging West Edinburgh tram proposals; but excluding 
Edinburgh Park station, lngliston Park & Ride and remaining land 
acquisition which will remain the responsibility of the Council; 
Development of the North Edinburgh and West Edinburgh tram schemes. 

3.14 The transitionary Business Plan also sets out staff requirements. The company 
will need a Chief Executive, with professional and support staff. Four 
secondments of professional staff from the current Council NT! team are 
proposed with further posts being filled by the company through recruitment or 
on a consultancy/agency basis, 

3.15 A number of savings have been identified in the Transitionary Business Plan to 
reduce costs by £101 kin the first year of operation. These are: 

Saving ln office costs by remaining in existing Council accommodation unti! 
end September 2002; 
Taking on additional professional staff and accountant from July only; 
Waiving of fees by the Chairman and one other Director . 

3. 16 Following consideration of the transitionary Business Plan, the Board Members 
of the new company made a number of recommendations at a meetlng on 9 
April 2002. These are identified below toget.her with their financial implications. 

Interim Chief Executlve: an experienced professional from the private sector 
with a strong financial background is advocated to steer the company 
through to the September 2002 report to th.e Council and Scottish 
Executive. The proposal is for an immediate appointment on a temporary 
basis (six months contract} with a total additional cost to the transltionary 
Business Plan of £100,000 in 2002/3 .. Delegated powers are sought for the 
Director of City Development to approve the Board's recommendation for 
this appointment on behalf of the Councir. 

Permanent Chief Executive: after this i.nitial period, it is expected that a 
permanent Chief Executive with a similar curriculum vitae will be recruited. 
This appointment would require the approval of the Council in terms of the 
Operating Agreement. This would add £50,000 to the company budget in 
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2002/3 and £100,000 plus a 3% per annum inflation allowance for each full 
future year, 

3, 17 PartnershipsUK (PUK, formerly the Treasury Task Force) have been involved in 
discussions on the delivery arrangements for the NT! since an early stage. The 
Scottish Executive wish their participation in the current company work. 
programme. PUK have proposed a 'Support Agreement' to provide assistance 
to the company in the period up to September this year in developing 
'procurement, contracting and financial strategies for the NTI and associated 
timetables and resource plans'. 

3.18 The Board have accepted the importance of PUK involvement, and proposed 
that PUK be commissioned on an initial short-term basis, with observer status at 
company Board meetings. Detailed contractual negotiations between both 
parties are currently on-going but initial financial commitment would be during 
2002/3 only and is not expected to exceed £60,000. PUK have intimated that 
they seek Joint decision making with the company on procurement, financial 
strategies, timetables and resource plans (with the exception of policy matters 
directed by the Council). However it may be that at this stage an advisory role 

•• would be more approp.r!ate. 

. . . . . 
. . .. 

3, 19 Any future partnership development agreement relating to the New Transport 
lnitlatlve, which is the return customarily sought. by PUK in PPP projects, would 
be dependent on future consent by both the Board of the company and the 
Council. Best Value considerations would obviously be an important factor in 
such an arrangement. 

3.20 The budget implications of the Bus!ne.ss P!an and the longer term funding of the 
company including the impact of the proposed savings and Board 
recommendations, are dealt with in the sec.tion below on 'Budget lssu.es', 

Partnership and monitoring arrangements 

3.21 The transitionary Bus.iness Plan for the company highlights the need for 
structured liaison and monitoring arrangements in view of the close working 
required between the company, the Council and the Scottish Executive, These 
arrangements are set out in the Operating Agreement (Appendix 3), and are 
summarised here . 

3,22 As with every Council company, a company monitoring officer is required within 
the Council. It is proposed that this officer should in this case be the Director of 
City Development. 

3.23 In view of the close liaison that will be required between the company and the 
Council over both financial and po!lcy issues, it is proposed that an additional 
nominated officer with day to day responsibility should be identified for this 
purpose, It is proposed that this should be an individual within the Citv 

.. - ~ 

Development Transport function. This officer would be responsible for 
monitoring the company Business Plan, for authorising cost claims from the 
company, and for submitting grant claims to the Scottish Executive, EU or 
others where required and monitoring spending of Pub!lc Transport 
Fund/Integrated Transport Fund .awards, and for liaising on these matters with 
the Director of Finance and the City Solicitor, 

3.24 Finally, a 'Partnership Liai.son Group' will be established. This will have the 
following membership: 

CEC Executive Member for Transport (Chair) 
CEC Director of City Development 
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• CEC Director of Flnance (or Head of Corporate Finance as substitute) 
~ Chairman of Transport Initiatives Edinburgh ltd 
• Deputy Minister for Enterprise, Transport and Lifelong Learning 
• Scottish Executive Policy Advlsor 
• Senior Civil Servant nominated by Scottish Executive Development 

Department 
This Group is intended to ensure the smooth progression of the NT! by 
monitoring the activities of the various partners, exchanging information and 
resolving any disputes or misunderstandings by mutual agreement. !t is not a 
decision-making body for the company. 

Budget issues 

3.25 In developing the detailed arrangements for the new company, the overall NTI 
budget as agreed by the Council in April 2000 has been reviewed. There may 
be a need for additional funding to be found for the project over the period to 
2004/5 (and possibly beyond). There are three main reasons for this: 

The arms-length company introduces additional costs not originally 
budgeted for, so that agreed !imits for Spend to Save and Scottish 
Executive co~funding for charging development are exceeded, and there is 
a small shortfall on the budget for the North Edinburgh Tram development; 
The Public Transport Fund award for the WEBS project does not include 
sufficient allowance for project management (originally intended to be 
carried out in-house). 
The extension of the timescales for the development of the New Transport ·· 
Initiative as the result of factors outwith the Council's control has resulted in 
additional costs being incurred. 

3.26 Further to this, the recommendations from the Board Members of the proposed 
company add an additional requirement, as highlighted in paras 3. 16 to 3.18 
above. 

3.27 On. the basis of the fundlng applications made to the Scottish Executive in the 
last two years, the estimated costs of the company developing the congestion 
charging proposal, the two tram schemes and procuring the WEBS project 
amount to £23o898m in 2002/3 to 2004/50 It is considered that savings of £226k 
can be made ln the external .costs of WEBS and of £60k in the costs of 
developing the North Edinburgh Tram scheme, reducing tha total costs to 
£23.611 m. The company wlll endeavour to further reduce these costs through 
pursuit of efficiencies. 

3.26 The Capita! Investment Programme 2002-2005 includes a capltal a!locatlon of 
£15.013m from the Public/Integrated Transport Funds and Section 94 consents 
for the projects to be managed by the company. A business case to develop 
the West Edinburgh Tram scheme ls currently being prepared for the Integrated 
Transport Fund. The final figure required for this is still belng determined but ls 
expected to be about £5.5m . 

. 3.29 The funding currently available for congestion charging development ls made 
up of the unexpended balance on Spend to Save (£526k.), the three year 
revenue budget provision for NT! staff seconded to ENT!CO (£387k) and the 
balance of approved match funding from the Scottish Executive of up to £1. 1 m 
provided this is matched by equivalent CEC spending. (Current budgets do not 
provide sufficient CEC expenditure ta provide a fu!I match for thls), The Spend 
to Save element wlll be replenished from congestion charges once implemented 
or failing this from parking charges as agreed by the Finance Committee on 23 
May 2000. 
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3.30 The costs and funding sources for the company over the next three years are 
detailed in the Table below. This indicates a budget shortfall of £1.082m on the 
bas.is of current funding commitments and project budgets. For 2002/3, the 
relationship between the proposed budget and that identified in the 
Transitionary Business Plan is shown in Appendix 5. 

3.31 One of the objectives of the establishment of Transport Initiatives Edinburgh Ltd 
is to make savings in the procurement .of the projects lt takes responsibility for. 
However, at thls stage it is not possible to predict what the scale of such 
savings might be beyond those identified in para 3.27, and therefore it is 
considered prudent to make allowance for the effect of the budget shortfall. 

3.32 It is recommended that this potential shortfall should be met in two ways: 

Adjusting the Capital Investment Programme 2002-2005 by £635k to cover 
the shortfall in the budget for development of the congestion charging 
scl1eme, and to cover the overheads on project management costs for the 
WEBS scheme, The sums allocated for major projects through the Public 
Transport and Integrated Transport Funds are ring fenced by the Scottish 
Executive and cannot be adjusted. !tis proposed that the required 
adjustment of £7 4k. for 2002/03 be made within the Transport element of the 
CIP but without affecting the allocation for Infrastructure Renewal, The 
remaining adjustments of £267k for 2003/04 and £299k for 2004/05 wif! be, 
in the first instance, contained within the overall C!P for City Development 
and wi!! be considered in more detail withln the overall review of the Capita! 
Investment Programme taking place in Autumn 2002. 

Seeking additional match funding totalling £306k from the Scottish 
Executive for congestion charging development in 2003/4 and 2004/5, 
extending the existing arrangements for funding this work. This would 
increase the agreed limit for match funding from £1.583m to £1.889m. In 
.addition, tl1e extra CEC funding achieved through the CIP adjustment 
detailed above a!!ows full matching to be realised, so that the contribution 
from the Scottish Executive would be increased by £442k in total. 

. . . . . . . . . i .-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.- .- .- .- .- .- .- .- .- .- .- .- .- .- .- .- .- .-.-.-.-.- .- .- .- .- .- .- .- .-.-.-.-.- .- .- .- .- .-.-.-.-.-.-.-.-.-.-.-._..=-...... -~· ·= ... -·=· .-.-. -·=· .-.-. -·=· .-.-. -. -=-=--..: ............. · ••••• · •• · ............. -.-.-.-...... -.:: ...................................... ~~-•• ----•• ---•• ---•• ---• -----........................................... T ........... _ ........... _ ............................. ~. 
i 2002/03 2003/04 2004105 1 TotaJ : . ' 

£000 £000 £000 l £000 I 
·-·-·-·-·-·-·-·-·-·-·-----..... ·-·-·-·-·-·-·-·-----------· ............................................ _._._._._._ .............. -~·-·-·-·-·-·-·-·-·-·-·--~·-·-·-·-·-·-·-·-·-·-·-·-·-·-·--~---~---~·-·-·-·-·-·-·-·-·--~-----~·-·-·-·--~---.-~ ............ : 
· Costs , , 
~ ~ ~ 
l Congestion charging development 1,218 905 775 l 2,898 · 
-i Tram sct1emes and WEBS costs 5,009 8,174 7,530 l 20,713 ........................................ ~ ................................................................................. ~-~ .......... · ............. t·················-~-------~--4 
1
f' Total ENTICO Costs. 6,227 9,079 8,305 ! 23~611 t .............. ~ .................................................................................................................................. ...,.,,.,,.,,.,._~._...,, . ...,.,,........ ............................ ...,.. •. ...,.,,........~ ............................ -.-..... -....... T~------------~ ...•....... ·-· ...... ~.~ 

. I 
. Funding 
[i PTF/ITF/S.94 per Cl P 2002-2005 3,065 5,918 6,030 ! 15,013 

1,870 2~200 ' 
l Reve11ue Budget - Secor1ded NTI staff 125 129 133 : .,. 
' Spend to Save already approved 439 87 O l 526 i 

Scottish Executive match fundlng 564 216 133 ! 9'13 ••• 
EU!SESTRAN!Pr!vate Sector 90 50 50 I 190 ••• :--·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·---·-------......................................................................................................... ~ ................................................................................ ..., .............. ~ ............................ ._._._._._._._ .... ~ ........................ -.-.-.-.-.-.-........... ~--~--------------.--.-...~+ 0 ,000,:.:.-.:.-• ••••••••• ·-·-·-·-·1· 

! Tota! A\tallab!e Fund!nn 6,153 8~600 7r776 i 22,529 ••• 
: •• •·•·•·• ••• •·•·•·• ••••••••••••••••••••••• •·•·• ........................................ ~----·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·-·~· ................. • '• •'•.... ..... • • • • • • • • ~~~--~---.-.-.-.-.-.-.-.-.-.-.-... -•• ' •••••• ·-· ••••• "'"" .................... ._......._._......._J , 
', \ 1· ', \ . 

. :: ~ .·.·,, .· 

:1 ~ ,· 

! Shortfall in committed fundi.nn 7 4 479 529 i 1 f082 I 
:t,'"c·,--.--.._ .. ._._._._._._._._ .• ._._._._._._ .•.• ·.····································-----------------------. .................................................. -~-- ............. ,._.............._ ................. •.•.•.•.•.•.• ............................................. •.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.•.• ................................. ~~ ... -... -•• : ••••••••••••••••• -... -.-.-.-.-.-~.---·~· 

j To be n1et from ··· · 
i CIP 2002-2005 adjustment 74 267 299 640 1 
' ' I Scottish Executive match funding for ; 
' ' 

l __ __ g !.1.? .f ~. ~ .r~Q~~Y~ .~.QP. ~-~~ ~-~ ~ ......... ·: ............ ·= ...... ·= ...... ·= ...................................................................................... -.-.-.-.Q-.-.-.-.-.-.-.-.-.-............. -.-.-... ?.-1.-.?.-.-.-.-.-.-.-.-.-.-.-.-.-..... ....... ?. ~~ _Q : .... i ............. _ ._ ._ ............ 1.1.f .... J ~ . 
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3.33 There remain a number of risks associated with the budget: 

Prior to the implementation of congestion charging, the company is fully 
dependent on CEC for its funding. CEC is therefore at risk. to the extent that 
company costs exceed funding available. The Council will need to 
implement monitoring and control procedures to ensure that the company 
minimises lts costs. 

There is a significant risk that any slippage in the introduction of congestion 
cl1arging or procurement of the Tram lines or WEBS wll! result in further 
shortfalls, as the company will continue to incur running costs against a 
fixed PTF/ITF award , 

The most obvious risk is that RUC may not proceed. CEC expenditure to 
date on development of the charging scheme totals £540k, with a further 
£564K at risk prior to the potential Approval in Principle expected at the end 
of this year. 

3.34 F!na!ly, the treatment of VAT wi!I be a very important issue. for the company. 
The Business P!an and budgets outllned above assume a VAT neutral position. 
Confirmation is still awaited that this can be achleved with the compan · 
structure and operating arrangements set out in the Business Plan an ln this 
report. 

Demonstration of systems and equapment for congestion charging 

3.35 The operat!on of a congestion charging scheme, if it proceeds, will reqt1ire 
appropriate systems for the payment of the charge, equipment for the 
identification of vehicles at the cordons, and systems for enforcement measures 
for those that contravene the charging regulations, 

3.36 It will be necessary for the Council to be confident that systems and equipment 
do exist that can provide adequate levels of re!labilfty, accuracy a11d consumer 
acceptability. This would provide a basis for a functional specification for the 
equipment and other systems that the Council would procure if the scheme 
does proceed. 

3.37 Tests of some appropriate technology and systems has taken place in the 
context of the London congestion charging proposals, and it is not proposed 
that these should be repeated. However, the. form that an Edinburgh congestion 
charging scheme cou!d take is likely to be different from that in London, 
particularly as charges would only be applied at cordon crossing points rather 
than for driving within a zone as in London, 

3.38 It ls therefore considered appropriate to carry out some demonstrations of the 
systems available in an Edinburgh context. The aims of such demonstrations 
wou!d be: 

To test enforcement technology !11 the particular environment found at some 
locations on the Edinburgh !nner Cordon which are significantly different to 
conditions experienced ln London; 
To test enforcement accuracy under Edinburgh conditions and particularly 
to compare reading front, rear and both number plates; 
To test the ability of systems to distinguish direction of vehicle movement; 
To investigate and possibly test means by which manual enforce.ment might 
be undertaken if required to improve the compliance rate; 

7 
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To provide a firm basis on which to determine the service !eve! 
requirements for a future congestion charging enforcement service and also 
to assist with final selection of the cordon and charging points; 
To carry out trials of retailing systems to assess customer response and 
preferences . 

. 

3.39 The demonstration would form part of the EU Progress project that is providing 
part funding for the New Transport Initiative. As such it would be managed by 
Ian Cat!!ng consultancy (!CC) who have been advising the Council on technical 
aspects of congestion charging as part of the EU project. It would substitute for 
work originally programmed to be undertaken by ICC o.n the implementation of 
the actual charging scheme which is now no longer possible within the 
tlmesca!e of the Progress project. 

3.40 The demonstration would involve the installation of camera equipment for a 6 
month period at two sites in the city, the recruitment of 200 volunteers to trial 
purchasing systems, and the establishment of dummy safes arrangements 
including a small number of retailers and internet and telephone systems. The 
demonstration \vou!d be carried out from October thls yea.r to February 2003. 

3.41 The total budget for the demonst.ration will be contair1ed to a maximum of 
£150,000 p!us a dlrect contribution from the EU to !an Catling consultancy 
through the Progress project. Contributions ln kind will be s,ought from 
equipment suppliers to reduce the overall cost. 50o/o of the residual funding w1!! 
be sought from the Scottish Executive as an addition to their e~isting co-funding 
of the New Transport Initiative. The maximum cost to the Council \Vi!! therefore 
be £75,000 and this wi!I be contained within the budgeted figures for the New 
Transport Initiative set out in the previous section of this report. 

4 Recommendations 

4.1 To note the response of M!nlster for Er1terprise, Tra11sport and Life!ong Learning 
to the Council's NT! Application in Principle. 

4.2 To note the rev!sed timetable for progression of the NTI. 

4.3 To agree the Memorandum and Articles, Operating Agreement and company 
secretary for the new ar1ns-length delivery company, Transport Initiatives 
Edinbl1rgh Ltd, as set otJt in this report and appendices, 

4.4 To give delegated powers to the Director of City Development to approve on 
behalf of the Council a recommendation from the Board of Transport Initiatives 
Edinburgh Ltd for the appointment of an Interim Chief Executive for a period of 
riot more than 6 months, 

4.5 To agree the transitionary BLJsiness P!an for the company, as amended with the 
proposed savings identified in para 3.15 and the mod!fic.at!ons made by the 
Board members of the company described in paras 3,16 to 3. 19 of this report. 

4.6 To agree that remaining unfunded costs associated with the operation of the 
company should be met by adjustment of the- Capital Investment Programme 
2002°2005 as outlin_ed in para 3,32; 

4. 7 To seek additional match funding for development of the congestior, chargi11g 
scheme, as outlined in para 3 .. 32. - · 

4.8 To refer this report to the Capital Planning Group for their information. 
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. . 
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4,9 1·0 agree the monitoring and liaison arrangements set out in paras 3.21 to 3 .. 24 
of ti·1is report, 

4.1 O To 11ote that subject to agreement of this report and resolution of the VAT issue, 
the first meeting of the Board of the new company wi!! ta.ke place on 3 May. 

4.11 To agree to undertake a demonstration of congestion charging tech11o!ogy and 
systems on the basis set out in this report. 

. !\. > 

Andrew M Holmes 
Director of City Development 

2..~--.--- .... ,· ~ ... _. ,--'?':: -.-.-. .._ .( '-:- i._ ~ ~~ - ~ r ;.,~ 

~._---~ .. ...-:.:,•" .. "1. ' ~ .... -· .-:~ . . 
~ .... 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .,/ ................. -······································································ .-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-.-

Appendices 1) Letter from Minister to Cllr Andrew Burns 
2} Memorandum and Articles for Transport lnitfatives Edinburgh Ltd 
3) Operating Agreement for Transport Initiatives Edinburgh ltd 

including Schedule and Annex (Transitionary Business P!an) 
4) Extract from 'ENTICO' Transitionary Business Plan 
5) Reconciliation between Transitionary Business Plan and budget for 

Council approval 
Appendices 2 and 3 have been placed in Group Rooms 

Contactltei John Saunders; 

Wards affected A!! 

Background 
Papers 

None 

. 

. 
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j\Jf:lJV "!"RANSPORT IN!T!ATI\JE: FRAME\f\/ORK FOR DE.LIVERY -APPENDIX 1 

SE 

SCOTTISH EXECUTIVE 

Mla1ister for Ent~rplis.e. ·1·ran5port ~ . llfulong leamlr1g 
W~atdy Mex.tnder MSP 

(.;oun.c.illor Andrev.r BtBITill 

l'\lle,id!ari Court 
· S Gado.~ .. n 5!:rei,it 

. . ' . 

Glar;gov,· G2 6AT 

1·a,Jephone: The Cit)' ofEdlnbw:gh (:ounci] 
Cit}' Chambers §£9,tiWh!.nJ.P..,l?~1~.~Q.!AfJ.TI$M!~,Jik 
High Street • ll_i;!Q.;1~:~~~~Q.tl.1!119.:JJ.9.:{.,_!,1_~. 

EDI:N'BURGH 
EHl 1'\''L 

•• 

I w looking forward to meeting v.iith you and E,van. Bro,,..rn ot 4 Mru·ch t,, discuss 110\'I.' be.st to 
deliver the radically impro-.,e,d public rranspo11 lirlks in and arcun Edinburgh that we agree to be so 
' important; 

As you know I filmry believe toot the pri»"atl::: sector has muc.h t· contribute to tbls process fil1d I 
iitrongly support the principle of an off balance sh.eet company . "'1TICO) to prt)_gr~ss ·fue Council's 
plm:ts. I am advised that Partnershlps "tJK ',\rill be responding ositivel.y to the Council's r~cent 
invihrlion to join the Board ofEtfTICO, r bel.ieve the)' ,vi1I brli1g 

1 
"que experienr.e that ,,;ill benefit 

all conce111ed. Specinc.allyi 1 sef.) tbem adding sig-oificru1t vclue two v.r~ys. First~ by helping to 
~ucture EN'rICO i:o. $'.Uch El wa)' U,at it is b<Jth off-b~lance s11ee and ha.5 long-term 'o'ial:>ility· as a 
standalon.e i::ompruly, Second, m. dmreloping an appropriate o~rati nal frame,¥or.k for the st1ccess:fill 
,leli:ven' r.if tlm chose:u infrastructure prqjects and charging scheme . • 

You ru:id I agreed that there \Vould tJe advantage in ENTrr;o·s bo· · of ditectors includmg, a private 
sector l::-0ard me.m.bet of Scottlah Enterprise Edinbutglt an.d Lotbi · , I hope t1w.t tte Council can 
agree a finaUs.ed board member.ship, ~.vith E111,an Brov:.11 as Cb.air. . tl outline the :role fur th.e p1ivate 
sector on ENTIC() before we 1-:neet on 4 Marclt; The membership f the board shoul~ of course, be 
decided in consultation 1vith tt1e Chair. I Vlould 'ba grtJ.tefttl if yo could advise me when ENT[CO 
board memtier.ship ooul.d be. :m.ade public. Could I, fo,: example, announce it at .our rr1eeti:ng ,:\•ith 
pri:vaie sector p!ayeni on 51\1'arch'? . 

• ' 

As you k:no,·v 1 hB,.ve b~n re.fleeting upon tie Council's Stibmissio tor s.pprovs:l.1 m. principle to your 
charging pt"O)}osala. Let ro.e record our appreciatit,ri of tl1e ·very co id.erable ,:vor:k which the: Council. 
ha;; ,mdem.k.eu to gi:::t to this stage:, Road Ust;r Charging is novel · a t,TK context imd fue 1vo.r}~ that 
t11e Coi111c11 is ensaged on· puts it ru: the fo~~:front of d,e,;re]opmeuts h1 thf.s Ul:lld both in Scotland fl.rid 
too UK, Hn,v~1ter, as me CaunciJ a.cknO"V111edges, fu~e is l;I long w y to }!fl hr.fn,!". "' <ti1r.rf'\'>m1] R.oad 
t.Tser Chargi.n.g sch.em.e can bfl i.nt:roduce.d in fu~ city: Md \Ve are b . th of the ·..-iev.r tb.at it :is essen:tial 
th.a; the Co1mcl.l's schen1e .s:r.1.cceed$. 

• 

• • 

' 

. . . . 

. ..... -·· .. -.-.-.-. 
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lu. ,iiew of t"J1at, while I am rn:ippj' to ~ignify· ID)" s.atisfact.io.n \Viili the progre~s that has beer1 inade to 
date, and contin.ues to be made and look tbi:-v,•ard to '"i-Vorking '\',litl }'OU to ensi:ire tl1e succ~ss of F..oad 
User Charging i:r1 Edinburgh, l am commJt~d to working with. Ed bui:gh to fuxt.1-rer r.efl.ne tb.e c:u:rrent 
plans and in 1,arti.cular the further de\1eli:rpment of the pte.ns \Vith _ 'l'JT[CO ru1d others: over i11e iiipring 
and su:i:n.me:r before moving t.ot·.1rEal.ly to appro\1fil in principle lat in ilie ;'ear. -

r '%\'orud propose insteiw th.fit we as}.; EN'r1CO to provide a repo jointly to the Council arid to the. 
Scottish E,,"'l(ecui.'ive by 30 September tl1at v.ill enable fue Counc ] to reat.h a. :fi:r:m vi,ew on ij single 
p:refenec1 charging proposal, on wh:ich you can then base ru:i. upd ted application to me for a.ppro•,ral 
in principle. €:::ontinued c1o~e co-operati.on bet\\·een the Seer _·. · · E:i,:ecuti,'e a.~d the Council during 
this period shoul.d lead to f omaru approval in principle of Stich propo&al by the end of 2002. I 

. . 
beli.eve th.at th.is \111ill ruluw furtl.acr re.fu1e£uex,t of tl1e pl·oposrus as ,¥ell as the opportunity m win 
over the public and. crucially~ business support for charging. !t · 'll also pr·ovid.e more: time during 
whlt;}i the Council and neighbouring auilioritie5 can demon • . t~ progress on public trau.&J)ort 
i:rr1p:rovem.ents. The ai:tnex lists ml the relevruit ~.chen1eB we are • _ ow :about at present. I su.'>i::ieci iliat 
tms might well e;.,.'i~d fte:rtl1er over corru.ng montl,s. 

In pmticu.lar, 1 believ·e that we mu.'i! make significant prog:res on pla.i:u1ing an Edi.nhurgh Trrun 
Network befort ;r'Oil begin public oonsuJmtion on tlie New Trans -_art Initiative in ilie spri:ag of next 
year. I am aware that Sa.rah Bo.yack offered support tc, · md de.velopmant work on the 
North Edinburgh Tl11.W." l am particula.i:·]y keen that thfs is broad ued out and placed. in the conlea'i 
of a 'Wider network I rn~1·stand that th~ Council e.xpecis a pre il'W'J rept;irt ;from coi1SU]tant,s on. 
such a network thls month \Vith a f.m.al report in l.\r1a)', I believe it :rucial. that ENTlC(.) takes fnn\iard 
that \York and from the outset. apprai5es !:he option5 in ,ietail1 lli>i g the Scottish Transport Apprama.1 
Guidance a:nd takes: stock of any :lm:1,iieations for other .~cheme.s g WEBS p!anne(l by the Council. 
Titls latter poi:ut is particulru:ly irn.portant given Om' willi,igness to, pro,,ide fiXJM.ciru s:uppoti to WfOt'\' 
the d~"t'elopment t\,orl~ on ~ W !;)'lilt Edfubti.rgl1 line to be taken fo · -- . wi.thiu the ,vide:r: conte:x"t of an 
Edinburgh T:r.:m:t Network. Th.is '1¥111 be in. addition t•:::i the supp we have ali.-ea..dy o.ftered for the 
North Edinbt.,rgl1 luw rutd is also gomething l v.•otlld like 10 mn.ou ce qo. 5 tvfiuch. 

It .ls clearly i:r:nporta.nt tha.J: we b~ve an aga·eed lme o:u ho\v wear taking al1 th.is forward before the 
5 :>.lfm:ch .meetlttg: Md I hop~ tllft.t hy lliict! we can have estabJls d me principles. ! envisage t'Jis 
n1eetin.g as. an opportunity to de:moo.s:trat~ partnership ,3;or1.'ing b tween. tl1e Council, the Executive 
ao.d othes: kq' partn~rs, particularly ilie bw;mess r..ommunity, fudee • I hope that both you :and Donald 
Audersou will b.e happy to speak at that n1ooting ab1:1ut the cl.arging: proposals and partnl!'JtS.b.ip 
woridxlg :respectively, l attach l:lll im.ootated agenda for the event sd, you CM. see .,-,,,1i.at I have in mind. 

. 

I look. furvitarrl ro our meetings, 

. . . 

Yai.m; sincerely 

. 
• 

• 

. . . 
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USB00000232 0011 -



• ... 

. . 
,. ' -... ' 

• 
• 

·· ·· -------------- ------

NEW TRANSPORT INITIATIVE: FRA!l.1EWORK FOR DELIVERY .; .. APPENDIX 4 

ENTICO INITIAL BUSINESS CASE FINANCIAL MODEL 

City of Edinburgh Council 
New Transport Initiative 

Year1 

21 6 Mar~02 
Revision 1 (Tram 2 Included) 

important notice for all users 

This model Mas beer1 prepared by Ar1de1·sen Corporate Finance using data provided 
by City of Ed!r1tJurgh .Cou11ctl. 
All model coding changes must be approved by Anderse11 Corporate Finance. Al! 
data managerr1er1t Is to be controlled by Ar1dersen Corporate Finance. This aipplies 
unless specific authorisation is given foi· other pa1·t1es to alter the model coding and 
data input or output. 
Th.e n1odel has not been audited by Andersen Corpor·ate Finance. Reciple11ts should 
carry out their ov1n due d!iigence, No representation, warra1·1ty or undertaki11g 
(expressed or implied) fs made !n relation ta it. No respons1b!!ity is taken or accepted 
by Anders.en Corporate Finance for the adequacy, completeness or accuracy of the 
!\,,1ode! or the assumptions on v1hich it is based and a!! liability therefore is expressly 
excluded. 
Anyone using the model on disk does so at their own risk an.d no responsibility is 
accepted for any losses which might result from such use directly or !ndfrect!y. 
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City of Edin!3u;gh Counc!I 
Year1 

.. . . 

ENTICO Cost l\,pd!:'l! 

• • 
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!Ca!:ih oi!tfiow: 
' 
:r, > -<j ' « ,., «•'} '7 e.o'< •~ .::.>2 •7 C~".l • 7 <::•n <"l' "''2 <7 :';'" <'>' "A'.) <">' "~" >"< ""~"> •7 ,:,.,,., 1.,. """ ~a>'UIT>BAl OOUO~ Sta=~ ~: e~$.. ~ ,Vt>t4 ~? -~ - ~ (~~ i ~ ~v"'t'~ ~ ~ ..,~ , ~ ~!Ft~ ~ 5 ~~-t. ~ ~- ,~~.&- ~; t~..,:,. ; ) c'U'-"t..::.: • ~~~ 

Projec! Man;;igemen! ai.nd Au;oursl3nt 22,917 22,917 22,917 22,9·11 22,917 22,917 22,917 22,917 22,917 22,917 22,9·17 22,917 
Secretarial support i ,667 1,667 1,667 1,f-67 i ,667 1,667 1,6§7 'l ,661 ·1.667 i ,667 i ,667 i ,667 

Non E:oi;;icutiv;;i diroctors 11,675 11,a:r; 11,875 

~,,;tema! Advisors; 
Edli\tlLiil,!11 Tran, i 26, 106 40,606 212,141 212,141 249,642 249,642 :ilf.\2,975 2!l2,975 
Edir&burgh Tram 2 22,045 31,8-19 i66,385 161.l,385 195,797 195,797 22i ,94i 22'1 ,941 
'li'>/EBS 1 7 ~rs ~t ,( 37,778 3'! ,1:78 37178 

' 
31:,778 3~ 7"'3 . f ~- l . 

Roat! User Chargl11g: 
Communlc;;t!ons 37,500 ~7 '•00 'I.; ! ..... 37,500 
E11aluaiioo 25,000 25,000 
F!nariciai & Orgariisat\ona! 90,0PO 90,()1.10 90,000 i O ,000 10,000 
Mode!lirig 8,333 6,333 3,333 8,333 8,333 S,333 8,333 8,333 8,333 
Charging scheme design 1.0,417 10.417 1 0 4'7 . ~- . ~ 10,417 10,417 i0,417 10,417 10,417 10,4'l7 
Pa3ckage conllgurnilon '!3,333 13,333 13,333 13,.333 13,333 13,333 13,333 13 33~ c .. ~ 13,333 
~.1a!ch iundi,ig 1,6p7 1,661 1,667 1,667 1,661 1,667 i ,667 1,667 1,667 
8ipP.f!SP.5 250 250 250 250 250 250 250 250 25!] 

Acoommodallon 4, 100 4, 100 4, 'lQO 4;100 4,100 4, iOO 4,101.1 A 100 ~'!- e ... 4, 100 
!T <lfld Office Equipmei1t 
Computer Equip 30,550 
iniemel access 420 160 160 160 160 160 16{) 160 160 
F :</Ph i . _ a. . O,OOOPIB!' 3,000 
Oilier adi11in: 
Traln!ng 'l ,000 1.,000 1.000 'I 000 

' 
1000 ; - '1,000 i,000 i,000 1,000 

Market Rssearci1 500 500 500 500 500 500 5-:J() &JO 500 
Sundries 417 417 417 411 417 A'j~ 

~ l 417 417 417 

Legal and Fii,ancia! 3,000 3,000 3,000 1,222 1,222 1,222 1,222 1 ',)'l,., 
' l ,:;.,&.&, 1,222 

ToUll ccs!s 209,212 225,555 297,234 524,928 499,926 616,216 601 ,Mi 626,316 665,693 

282.975 
221.94'i 
37,778 

8333 ' - -

10,417 
i3,333 
1,667 
2_50 

4,100 

160 

1,000 
500 
4i7 

'l ,222 

626 318 --~ . 

364,404 
211,964 
37 - 7 9 .... · ~:fpj 

10,000 
S,333 
10,417 
13 -33 ... - I~ -

1,657 
250 

4,iOO 

160 

1,000 
500 
417 

.. ')"2 ~ -~Go 
' 

163 769 t . 

ii 315 
' 

354,390 
277,953 
37,776 

37,500 

6.33·3 
i0,417 
13,333 
1,657 
250 

4,100 

160 

1,000 
500 
417 

- '}24 1 ~ 
' 

603,121 

Net cash lnflowfotsffitiw before lr:!er<?st -209,212 -225,555 ·66,022 ·297,683 -201,084 -90,654 ·99,723 ·9,077 -63, 199 735 -76,076 -176,204 
SimLI!a!e.d VAT c-,ash11owimpact -29,223 -32,063 -13,326 -52,390 37,062 -13,897 ·17,835 99,991 ·i2,596 ti i8,535 -28,862 126,270 175,682 

·:2se·:ii3a·~2st:ssa··~·1·01;iii!i··:saa·:i1s··:·1·54·:002·~104;5s1··::i-11~§5a···9~~·-12o;21a·····1·rs:se2 

Interest on o\•sroratt ra!cu!ailon -1490 ·1610 -633 -2189 -1025 -,:--r,..,,; ~735 0 ,599 Q ~~-, ·2~~ 0 ~.J-ir~ .... ~ w;it;. 

298 645 ' FundinJJ_ regulred frc,m CEC 
~~ 

209,212 227,046 525,562 502,i 18 617,24i 602 494 "------~ 627,053 835,893 62:l'l,917 ~16~ ~"'9 - :.,..~ l _w 303,493 1 282 0 , ____________________________ J __________________ _ 

Tor .. ts 

~.469,4411 

6,4i.l9,4411 

2·(1,704 
275,(}0() 
20,000 

47,500 

".! - --.. ,:;50,000 
2,00(},0()(}_ 
340,000 

150,0(){) 
50,000 

300,000 
100,000 
125,000 
150,000 
20,oao 
3,000 

411,200 

30,550 
2, 1130 
3,00(} 

12,000 
6.000 

' 
5,000 

20,000 

6,480, 134 0 

-10,589 
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