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Edinburgh Tram (Line One) Bill Committee 
Consideration Stage – Phase 1 

 
Response to the undertakings in the Preliminary Stage Report 

 
Question 
 
Given the high-risk status of the costs of utility diversions and the lack 
of update since the original STAG/PFC report in 2003, the Committee 
remains concerned on this point.  The Committee requests the details of 
the results of any updating of the costs of the utility diversions before 
Final Stage; including how detailed the estimates are and when they will 
be further refined. 
 
Summary 
 

• Cost of utilities at Q2 2003 prices is £52.6 million 
• The current accuracy of the quotes which in most cases where 

provided by the utilities companies is +/-30% 
• The costs provided by the utilities companies have been uplifted by 

20% and include a further contingency of around 14% 
• The Utilities contract is programmed to go out to tender on 9 January 

2006 with a far greater certainty in the costs being available by the end 
of March 2006 

• By mid summer 2006, the accuracy of the costs should be around +/-
10% 

• Both the procurement and derisking strategies should realise savings 
in the overall utilities costs.   

 
 
 
Detailed response 
 
1 All costs contained in the STAG report are base dated Q2 2003. In 

common with industry practice, the estimates (known as C3 estimates) 
were calculated by the utility companies in most cases and have an 
accuracy of +/- 30%. The level of accuracy has been defined by the 
utility companies and external consultants and is in line with what the 
industry commonly produces at this stage of a project.  

 
2 As the project progresses and the level of design increases, the 

estimates will have a greater degree of accuracy. The estimates, which 
include linear measures, description of work and costs, allow for a 
“clean sweep” approach. This involves relocating all utilities from the 
path of the tram to mitigate against future interruption of tram 
operations during essential repairs. The strategy that has evolved, 
learning lessons from other schemes, will use a risk assessment and 
cost evaluation to inform the decision on whether to relocate the 
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utilities or to protect in-situ. It may be appropriate for only a small 
percentage of utilities to be left in position following the risk 
assessment and accordingly the “clean sweep” approach should 
realise cost savings on the original estimates. 

 
3 The development of cost estimates and management of the cost risk is 

linked to the progress of the spatial design for utilities, i.e the design of 
moving from one space to another, through the System Design 
Services (SDS) contract. The linkage to design, costs and tenders is 
noted below. 

 
4 All utility companies currently price works against a Schedule of Rates 

and SDS will produce Schedules of Rates in order that the Multi 
Utilities Diversion Framework Agreement (MUDFA) Contract can go 
out to tender on 9th January 2006. The pricing of a Schedule of Rates 
(SoR) is a common industry practice. The SoR gives a detailed 
description of the work e.g the depth of excavation and removal of a 
particular type of pipe which can be used to fully remeasure and value 
the works at the detailed design stage and on completion. 

 
5 The completion of cost schedules is programmed for 1st March 2006 

which should allow the tender report and recommendation of the 
preferred bidder to be based on the most accurate information 
available, following site investigation surveys and preliminary design of 
critical areas. 

 
6 Following contract award, programmed for April 2006, SDS will be in a 

position to work with the MUDFA contractor to carry out a risk based 
assessment of the utility diversions required.  The aim of the risk 
assessment is to ensure that the works progress at optimum value. 
The advantage of this methodology is that the choice of trackform and 
its interaction with the utility diversions can be fully assessed - 
particular track form solutions may not only protect utilities but have the 
additional benefit of a potential reduced construction depth. 

 
7 Detailed design of each section of utilities diversion will be completed 

with final detailed costs agreed prior to working in that area. At this 
stage, mid summer 2006, the accuracy of the utilities contract shall be 
circa +/-10% which is favourable in comparison with industry norms for 
this type of work. 

 
8 The final cost will be based on a full remeasurement of the utility works 

thereby allowing the public purse to benefit from the procurement and 
derisking strategies developed by tie. 

  
 
9 Reported costs, to date, have allowed for a 20% uplift on costs 

provided by the utility companies to which tie has added a contingency 
of circa 14%. The estimate range of +/-30 is indicative and relates to 
every area of the proposed works. Adding 20% allows for the vast 
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majority of the works to increase in value and scope without impacting 
on overall budget. Adding a further 14% contingency, which is common 
practice at this stage of the project, means that there is a further 
allowance for unforeseen events.  

 
10 We believe the overall cost estimates are sufficient for the works and 

that the cost reductions available from the procurement and derisking 
strategies should realise savings in the overall utility costs. 

 
11 The total value for utilities, at Q2 2003 is £52.6m and tie has the 

opportunity to realise savings to this projected cost. Inflation has been 
built into the business case although the procurement strategy has 
been developed to achieve final costs below the estimated values. 
Moving to tender quickly should protect against future inflation costs. 

 
12 In addition, our procurement strategy of having one contractor co-

ordinating all of the works should enable the project to benefit from 
economies of scale and interface savings which gives further 
confidence to the costs presented. 

 
13 The MUDFA contract is programmed to go out to tender on 9th January 

2006 with a far greater certainty in the costs being available by the end 
of March 2006.  


