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Response 14       10 December 2004 
 

Edinburgh Tram (Line Two) Bill 
 

Response to the request for follow up written evidence from the Committee 
meeting of 8 December 2004 

 
 

During the oral evidence taking session, various figures were quoted in 
relation to the impact of EARL on ETL2 and in particular the impact on the 
economic case ie the benefit cost ratio, the patronage and the revenues.  This 
information was requested in writing together with an assessment of what the 
various impacts mean.  This information was requested both for line 2 alone 
and for a scenario where both lines 1 and 2 are constructed.   
 
In addition the promoter was asked to provide copies of the spreadsheet of the 
various model runs namely, line 2 only, line 2 and EARL (low fare), line 2 and 
EARL (premium fare), line 1 and 2 and lines 1, 2 and EARL.   
 
Executive Summary 
 
This response should be read in conjunction with our earlier responses to the 
Committee in relation to the impact of EARL on Tram Line 2. A copy of Response 10 
on this issue is attached at Appendix A. This emphasizes the key points:- 
 

• that EARL and Tram Line 2 are designed to serve largely different 
markets; and  

• the relatively limited impact that EARL would have on the case for 
Tram Line 2. 

 
 
 
Scenario Economic Benefit: Cost Ratio 
 Line 2 Only Lines 1 and 2 
No EARL 1.40 1.61 
EARL (Premium Fare - 
£7.50) 

1.29 1.56 

EARL (Base Fare - 
£2.50) 

1.24 1.53 

 
The table shows that there is a robust economic case for Line 2 in isolation, even in 
the unrealistically conservative scenario that EARL fares are set at the same level as 
existing bus fares. The case is significantly improved if both Lines 1 and 2 are built. 
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Scenario Operating  Benefit: Cost Ratio 
 Line 2 Only Lines 1 and 2 
No EARL 1.15 1.25 
EARL (Premium Fare - 
£7.50) 

1.09 1.22 

EARL (Base Fare - 
£2.50) 

0.94 1.13 

 
This shows a positive financial case for Line 2 alone if a premium fare is charged for 
EARL. The scheme is positive, even with no premium fare for EARL, if both Lines 1 
and 2 are built. Only in the case where Line 2 alone is built and there is no premium 
fare for EARL, would there be a small deficit. This would occur in the early years of 
operation and an operating surplus would be generated from about 2021 onwards. 
 
Furthermore, it should be re-emphasised that tie has taken a conservative approach 
in the above.  The case can be improved when: 

• DfT air passenger forecasts used rather than BAA; 
• There is a premium fare on EARL; 
• There is bus-tram integration;  
• Line 1 is also constructed; and 
• There is non-passenger revenue from advertising etc. 

 
 
Further information on the incremental sources of income being examined by 
tie as potential private sector funding sources for the tram project 
 
There is a reasonable expectation that there is sufficient funding for the project.  tie 
has produced a further paper to assist the Committee which provides some details 
on the incremental sources of income being examined by tie as potential private 
sector funding sources for the tram project.  This is attached at Appendix C. 
 
 
At the oral evidence taking session, evidence was given by the Minister for 
Transport that the national concessionary fare scheme would not include 
concessionary fares for the tram.  Further information was requested as to the 
impact this would have on the tram scheme.   
 
 
It is the aspiration of the City of Edinburgh Council that the concessionary fares 
scheme will apply to trams.  Mr Cross, on behalf of the City of Edinburgh, stated that 
a concessionary fare scheme would apply to the Edinburgh Tram project. 
Accordingly, there will be a concessionary fare scheme, although it is, as yet, 
uncertain whether this will be funded by the Scottish Executive or the City of 
Edinburgh. 
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Response 14 
 
1 This response should be read in conjunction with our earlier responses to the 

Committee in relation to the impact of EARL on Tram Line 2. A copy of 
Response 10 on this issue is attached at Appendix A. This emphasizes the 
key points:- 

 
• that EARL and Tram Line 2 are designed to serve largely different 

markets; and  
• the relatively limited impact that EARL would have on the case for 

Tram Line 2. 
 
2 In addition to preparing the central case forecasts that form the basis for the 

STAG appraisal and the Preliminary Financial Case for Tram Line 2, tie and 
its advisors have undertaken a large number of sensitivity tests to examine 
the effect of a range of factors that could affect the case for the project. These 
include the impact of EARL and Tram Line 1, both separately and in 
combination.  

 
3 It is important to recognise that EARL is at an earlier stage of development 

than Tram Line 2. However, tie has made use of its role as a delivery agency 
of both projects to ensure that the most realistic and best informed 
assumptions are made in considering the possible impact. However some 
important issues relating to the specification of the scheme have yet to be 
determined. In particular the fare has not yet been decided. We have 
undertaken sensitivity tests assuming both a premium fare of £7.50 and a fare 
of £2.50 (half the existing return fare on the Airlink bus). It is important to note 
that it is usual to charge premium fares for airport rail express rail links and, in 
evidence to the Committee on 11 December 2004, Mr Howell stated that a 
premium fare would apply to EARL:- 

 
 "It is our belief that the tram business case will not be materially adversely 

affected by the rail link because there will be a fare premium [on the rail link]" 
(Col 171) 

 
4 This is likely to be the right approach to maximising the role of rail in serving 

the airport. EARL would cater for passengers from locations close to 
Waverley and Haymarket stations, who are willing to pay extra for a fast 
journey time. The tram would cater for intermediate journeys and more price 
conscious passengers. This approach of offering different types of service for 
different market segments has been successful in attracting a share for the 
rail mode as a whole at other airports including, for example, London 
(Heathrow), Tokyo (Narita) and Zurich. 

 
5 In relation to the tram forecasts, it should be noted that BAA’s air passenger 

forecasts have been adopted in the forecasting. These are lower than the 
DfT’s latest forecasts. The use of DfT’s forecasts would increase revenue for 
both projects, although it would not change the relative competitive position of 
EARL and Tram Line 2. 
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6 On the basis of these conservative assumptions, the table below shows the 

estimated ratio between the economic benefits of the scheme (primarily time 
savings to travellers) and its total costs. These ratios are calculated by taking 
the costs over the construction period and a 30 year operational life and the 
benefits over the same period. The costs and benefits are each converted to 
“Present Values” by discounting the value of future costs and benefits by 
3.5%pa compound. This is standard appraisal practice in accordance with 
Scottish Transport Appraisal Guidance and recognises that a benefit or cost 
that would be experienced in, say, 10 years time is less significant to a 
decision than the same benefit or cost experienced today. In line with 
standard practice all costs and benefits are expressed in constant prices, 
taking out the effects of inflation. The Benefit:: Cost ratio is the ratio between 
the Present Value of Benefits and the Present Value of costs. A value greater 
than 1.00 shows that the benefits exceed the costs and the project represents 
good value in transport economic terms.  

 
Scenario Economic Benefit: Cost Ratio 
 Line 2 Only Lines 1 and 2 
No EARL 1.40 1.61 
EARL (Premium Fare - 
£7.50) 

1.29 1.56 

EARL (Base Fare - 
£2.50) 

1.24 1.53 

 
7 The table shows that there is a robust economic case for Line 2 in isolation, 

even in the unrealistically conservative scenario that EARL fares are set at the 
same level as existing bus fares. The case is significantly improved if both 
Lines 1 and 2 are built. It should be noted that Transdev are currently 
undertaking further work to optimise the way in which Lines 1 and 2 are 
integrated as stated by Mr Humphrey to the Committee on 1 December 2004:- 

 "One of the tasks which tie has set us is to examine the service patterns of 
both lines particularly with regard to how they come together as a network, to 
see whether the overall scheme can be optimised. I believe that it is clear that 
it can be. The two lines put together are on the cusp of being able to deliver a 
cracking good cross-city service."  (Col 157) 

8 This is expected to lead to a further improvement in the case for the combined 
network. . It should be noted that the figures above have been calculated from 
patronage and revenue sensitivity tests, assuming a proportional change in 
the economic benefits. A spreadsheet setting out the calculations is attached 
at Appendix B.  This spreadsheet was developed for the purpose of internal 
analysis and as such was not designed to be user-friendly to external 
reviewers.  To assist the committee and it's advisers, a technical note is being 
prepared and will be submitted on Monday.  

 
9 On a narrow comparison of passenger revenue (excluding other revenue 

streams such as advertising) with operating costs, the Benefit: Cost Ratios 
are as shown below. 
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Scenario Operating  Benefit: Cost Ratio 
 Line 2 Only Lines 1 and 2 
No EARL 1.15 1.25 
EARL (Premium Fare - 
£7.50) 

1.09 1.22 

EARL (Base Fare - 
£2.50) 

0.94 1.13 

 
10 This shows a positive financial case for Line 2 alone if a premium fare is 

charged for EARL. The scheme is positive, even with no premium fare for 
EARL, if both Lines 1 and 2 are built. Only in the case where Line 2 alone is 
built and there is no premium fare for EARL, would there be a small deficit. 
This would occur in the early years of operation and an operating surplus 
would be generated from about 2021 onwards.   Furthermore, it should be re-
emphasised that tie has taken a conservative approach in the above.  The 
case can be improved when: 

• DfT air passenger forecasts used rather than BAA; 
• There is a premium fare on EARL; 
• There is bus-tram integration;  
• Line 1 is also constructed; and 
• There is non-passenger revenue from advertising etc. 

 
 
11 Changing any of these factors would improve the financial case. In tie’s view, 

this is an unrealistically pessimistic scenario and we are confident that 
revenue will exceed operating costs. [It is important to note that it will be 
difficult to achieve greater certainty on issues such as bus-tram integration in 
advance of the Powers being granted to construct the scheme.  

 
 
At the oral evidence taking session, evidence was given by the Minister for 
Transport that the national concessionary fare scheme would not include 
concessionary fares for the tram.  Further information was requested as to the 
impact this would have on the tram scheme.   
 
12 In evidence to the Committee, the Minister for Transport stated that the initial 

National Concessionary Fare Scheme would apply only to bus services. 
However, he indicated that it might be extended to include tram schemes 
when they become operational in Scotland and wouldn’t be surprised if this 
was raised as an issue before the tram was operating. He also stated that it 
was open to local authorities to extend the benefits of the national scheme if 
they wished. 

 
13 Mr Cross, on behalf of the City of Edinburgh, stated that a concessionary fare 

scheme would apply to the Edinburgh Tram project. Accordingly, there will be 
a concessionary fare scheme, although it is, as yet, uncertain whether this will 
be funded by the Scottish Executive or the City of Edinburgh. 
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14 The worst case scenario is that there is no concessionary fare scheme for 
Tram Line 2. Comprehensive information on the proportion of Concessionary 
travel on buses in Edinburgh is not available at this time. However, we 
understand it to be of the order of 16% of total usage. The maximum revenue 
at risk would be 16% times the proportion of tram users forecast to transfer 
from bus (80% in 2011, falling to 67% by 2026). This is the group who 
currently are attracted to use concessionary fares on the buses, and who 
might be deterred from using the tram if no concessionary fare is available. 
This equates to 12.8% of tram passengers in 2011 and 10.7% in 2026. Even 
in this worst case situation, a proportion of elderly and disabled passengers 
would still use the tram because the benefits of reliability, ease of access and 
smooth ride are particularly important to these groups. Accordingly, any 
reduction in tram revenue would be less than the maximum revenue at risk. 
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Appendix A 
 
Response 10       2 December 2004 
 

Edinburgh Tram (Line Two) Bill 
 

Response for request for further written evidence at the committee meeting of 
24 November 2004 

 
Further information on the impact of EARL - How much of the forecast will be 
put at risk by EARL and passengers choosing a brand-new train that will 
probably do the journey in less than half the time?  (Col 125) 

 
1 This issue needs to be considered against the background of the respective 

roles of the 2 schemes.  EARL is a nationally important transport project and 
as such is not only being driven by the Scottish Executive but the majority of 
the funding will come from the Scottish Executive. A strategic review of the 
country’s airports concluded that both Edinburgh and Glasgow airports should 
be on the national rail network if they are to fulfil their strategic regional and 
national functions. It is worth noting that 70% of Edinburgh airport passengers 
start or finish their journeys outside the city and EARL will provide a direct 
service to and from many parts of Scotland. The Scottish Executive has 
commissioned tie to undertake further feasibility, design and delivery of this 
project. The current proposal is that EARL services will include longer 
distance services from Glasgow, Fife and beyond, which will be diverted via, 
and call at, Edinburgh Airport station. Much of the potential demand for EARL 
is likely to come from outwith Edinburgh, although it will also provide a link 
between the city centre and the airport. 

2 Edinburgh Tram Line 2 is being promoted by City of Edinburgh Council as 
part of a package of schemes designed to alleviate the city’s transport 
problems and enable ongoing sustainable development. The principal 
purpose of Tram Line 2 is to implement the Edinburgh and the Lothians 
Structure Plan strategy of concentrating new development and other 
investment into Core Development Areas (CDAs). In the case of Tram Line 2 
that means, in the period to 2015, the Ratho/Newbridge/Kirkliston and 
Gyle/Sighthill CDAs. 

  
3 While Edinburgh Tram Line 2 will provide a link between the airport and the 

city centre, it also caters for a range of other travel needs that EARL will not 
serve. These will include links from Edinburgh Airport and the City Centre to 
the Royal Bank of Scotland headquarters, the Gyle, Edinburgh Park Business 
Park and Murrayfield. It will also link residential areas within the corridor to 
employment/retail centres. Furthermore, it serves the Ingliston Park and Ride 
site. 

4 Both schemes will provide links between the airport and the city centre, but 
they will fulfil different functions. EARL will cater for the needs of passengers 
seeking the fastest possible journey between the 2 locations and those 
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seeking to interchange on to other rail services at Edinburgh Waverley. The 
journey time on Edinburgh Tram Line 2 will be longer but it will provide better 
penetration of areas on the route, with more frequent stops and better 
interchange opportunities with bus services. If Edinburgh Tram Line 1 is also 
built, there will also be opportunities to provide through services, without 
interchange, to Leith and North Edinburgh. 

5 Nonetheless, it is clear that the construction of EARL will have some impact 
on the usage of Edinburgh Tram Line 2. However the EARL scheme is less 
developed than Edinburgh Tram Line 2 and issues such as the precise 
access arrangements between the terminal and the station platforms, the 
exact service level, run times and fares have not yet been finally determined. 
As such it is not possible to predict the precise impact on Tram Line 2. In 
addition, as EARL is not a committed scheme it has not been considered as 
part of the base case for Edinburgh Tram Line 2. It has however been 
considered in sensitivity tests. 

 
6 A key element in quantifying the impact of EARL on Line 2 patronage is the 

comparative fares.  The Line 2 fare is assumed to be the equivalent of the 
existing Airlink bus service.  The fare for EARL has not been defined.  A 
standard urban or inter-urban rail fare would be less than the Line 2 fare.  The 
cheapest likely fare would be the same as Line 2 and Airlink bus.  However, 
this would be very cheap compared with comparable services such as 
Heathrow Express and it is probable that a premium fare will be charged.  
Accordingly, in assessing the impact of EARL on Line 2, a range of fares have 
been tested.  The impact on tram patronage, revenue and operating costs is 
shown below. 

 
Comparison of Tram Patronage, Revenue and Operating Costs (OPEX) for 
Three EARL Scenarios (Revenue and Opex at 2003 prices) 
 
 2011 2026 Annual 

OPEX 
 Patronage Revenue Patronage Revenue  
 (M) (£M) (M) (£M) (£M) 
No EARL (Base Case) 5.38 6.69 

(6.36)* 
6.94 8.31 6.10 

EARL (£7.50 fare) 5.01 6.09 
(5.79)* 

6.96 8.07 6.10 

EARL (£2.50 fare) 4.66 5.08 
(4.83)* 

6.63 7.13 6.10 

*The figures in brackets include the impact of ramp up which reduces usage for the 
initial three years of operation while the public adjusts their travel to the new service.  
This effect is insignificant from 2012 onwards. 
 

7 As the EARL services between the airport and the city centre will be part of 
longer routes to or from other parts of Scotland, this limits to some extent the 
capacity that will be available for trips between the city centre and the airport. 
It is therefore likely that a fare premium will be needed to control demand to 
the available capacity. It may not be cost effective to provide extra capacity on 
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trains to, for example, Glasgow or Aberdeen in order to cater for demand on 
the short link between Edinburgh City Centre and the airport.  

8 Even in the worst case, where the fares are the same, EARL only leads to a 
reduction of 13% in Edinburgh Tram Line 2 patronage in 2011 and 4% in 
2026. With premium fares demand is almost precisely the same by 2026. In 
the base fare scenario Edinburgh Tram Line 2 revenue is reduced by 24% in 
2011 and 14% in 2026. In the premium fare scenario the reduction in revenue 
is 9% in 2011 and 3% in 2026.  

9 These impacts are the result of two factors.  EARL attracts some Edinburgh – 
airport trips from the tram, but this is counter-balanced by improved 
interchange between heavy and light rail at the airport. As the trips attracted 
by improved interchange are generally shorter than those lost to EARL, the 
impact of EARL on revenue is greater than the impact on ridership. In 
practice, the precise effect will depend on the quality of the interchange 
arrangements at the airport and any through ticketing arrangements. Neither 
of these issues have yet been decided but discussions are ongoing between 
the Airport, the EARL team and the Edinburgh Tram Line 2 team.. The table 
indicates that, in the worst case (which is probably unrealistic in terms of the 
EARL fares), some operating subsidy would be needed in the early years but 
it would be showing a healthy surplus by 2026. With a premium fare, the 
service would breakeven after completion of the initial ramp-up period and 
would then start to generate operating surpluses.  However, as the recent 
Arup review of the PFC highlighted, growth at the airport has probably been 
underestimated as this was based on figures available prior to the publication 
of the Aviation white paper.  Therefore the above analysis represents a 
conservative approach. 

 

10 Sensitivity tests have shown that the effect of EARL is to reduce the economic 
benefit:cost ratio of the scheme from 1.40 in the base case to between 1.24 
and 1.29 if EARL is built, depending on the precise level of fares charged. 
These results have again been derived from sensitivity tests in advance of the 
precise specification of EARL being decided. However it is clear that EARL is 
unlikely to fundamentally undermine the robust economic case for the 
scheme. 
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Appendix B 
Spreadsheets 
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Appendix C        10 December 2004 
  

Edinburgh Tram (Line Two) Bill 
 

Incremental sources of income 
 
1 This note provides some detail on the incremental sources of income being 

examined by tie as potential private sector funding sources for the tram 
project.  This work should be regarded as at an early stage an action is 
underway to improve the reliability of the estimates to support the outline 
business case due in early summer 2005.  Some of the narrative below is 
already presented in the PFC. 

 
2 tie has examined a wide range of potential private sector sources. In this note 

we do not address funding of a debt nature, such as that embedded within a 
PFI SPV, since any such funding requires full repayment (with a return) and 
therefore creates no net additional funding for the project. In this context, 
equity funding is similarly disregarded. These sources are of course 
fundamental to the funding of a PFI structure and are being addressed in 
parallel. The focus here is on absolute receipts or income for the project. 

 
 
Property Development Related funding sources 
 
3 It is widely recognised that the introduction of a tram or light rail network has a 

positive effect on the value of property in near proximity to the routes.  tie has 
examined how best to exploit this feature and develop additional funding for 
the tram project. Colliers CRE were engaged to provide professional support.  

 
4 The opportunities are as follows— 
  
Council-owned Development Sites adjacent to tram lines 
 
5 The potential of many sites has been assessed as either too small and / or too 

difficult to extract but a number have been identified for further development 
activity. The sites have widely differing characteristics and potential.  

 
6 The potential value is very subjective, but an early assessment is that this 

portfolio could directly or indirectly contribute up to £5.0m million to tram 
funding in 2004 prices, with £2m accruing on Line 1 and £3m on Line 2. The 
cash would be realised partly before and partly after tram construction. 

 
7 Realising this value will be partly dependent on a joint venture arrangement 

with EDI (an arms length Council owned company with significant 
development expertise). The key principles are: 

 
• EDI and tie collaborate on achieving planning permission for site 

development through normal planning procedures; 
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• If planning permission is achieved, the Council contribute the land 
holdings to tie at market value, mandated by an option agreement 
entered into by the Council and tie. The consideration is additional 
share capital in tie to be owned by the Council; 

 
• tie then contribute this land to an SPV established by EDI to execute 

development. tie therefore receives cash or other consideration for the 
land which is available for tram project funding; and 

 
• The SPV develops the land and sells on to the private sector. After a 

developer return to EDI, incremental profits are shared, potentially 
providing additional cash for project funding. 

 
8 It is anticipated that further sites will be identified and developed jointly with 

EDI under these arrangements. This overall approach has been endorsed by 
the Council. 

 
Existing Section 75 negotiations  
 
9 These have been handled by the Council planning officials under normal 

process and have yielded land contributions to the value of £13.6million in 
2003 prices, split £8.8m to Line 1 and £4.8m to Line 2. 

 
Developer contributions 
 
10 The mechanism applied here is the formula-based agreement with property 

developers which calculates a developer contribution dependent upon 
proposed type and scale of development and proximity to the tram lines. The 
policy was implemented by the Council in April 2004 and is currently being 
used as the basis for assessing appropriate contributions on specific 
development proposals. The policy offers an attractive long-term cash-flow 
from all future development related to the tram route above a specific size. 
Developers are given clarity in advance of submitting applications as to the 
level of contribution required, rather than subject to more ad hoc negotiations. 
Cash flow generated would require to be hypothecated to the tram project and 
shared to a limited extent (16%) with public realm activity.  

 
 
11 The estimated cash flow is difficult to estimate at this stage. Colliers examined 

the footprint around the tram routes (which comprises some 46 sq km, or 
17.5% of the CEC area) and performed an area by area assessment of the 
development potential including a review of recent development experience.  

 
12 At the lower end of estimates, the modelling assumed relatively modest 

mainly residential development, while at the upper end more optimistic 
assumptions were made about residential development along with 
commercial and industrial. 
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13 No allowance was made for potential Line 2 development between the Airport 
and Gogar since this is dependent on strategic land use decisions which 
appear to be some way off.  

 
14 Colliers advised the use of Valuation Office Agency / Treasury Guidelines on 

the appropriate index, currently approximating RPI plus 2%, to apply inflation 
in the projections.  

 
Specific large-scale development 
 
15 The policy consultation specifically provides for “large-scale” developments to 

be subject to specific negotiation relevant to the circumstances of each site. 
 
16 There are a number of key locations around the tram routes which, because 

of their scale, demand specific attention. Negotiations conducted to date have 
produced contributions which are reflected in the S75 above. Further 
examination of these opportunities is continuing. 

 
Small-scale development  
 
17 The potential for small-scale property development around tram stops will be 

examined once the planning guidelines are settled.  This would incorporate 
retail and vending facilities and would be focussed on the major transport 
interchanges and stops. The estimation is again highly subjective but is 
modelled at £30k pa on each line. 

 
18 Further work on these opportunities is ongoing. 
 
Commercial Income 
 
19 There are two potential sources of incremental commercial income: 
 

• In-tram, tram-stop and tram exterior advertising; and 
• Marketing driven revenues. 

 
 
In-tram, tram stop and exterior advertising 
 
20 In total, the system will have up to 31 vehicles carrying up to 220-300 people 

per tram (depending on final specification decisions) with total expected 
passenger journeys initially of approximately 15m pa. The captive nature of 
the audience and the lack of distraction make in-tram advertising attractive.  

 
21 tie has taken advice to assess how much space might be of potential value, 

while maintaining consistency with the objectives for tram décor quality, and 
assessed how much revenue this might produce. The operator contract which 
has been negotiated under the DPOFA structure leaves control over the 
development of these sources of income under the control of tie and 
accordingly all revenues less direct costs of delivery will flow to the tram 
project. 
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22 The value of tram stops as advertising media varies depending on location 

and passenger volume but again holds significant potential. There are 
important planning and legal aspects to address but these should not prevent 
progress.  

 
23 The market for exterior vehicle advertising, either in panel form or 

“wraparound”, is also well-developed. This will also require to respect design 
and image constraints.   

 
24 The space rates assumed were in line with 2003 market prices for bus 

vehicles and bus stop locations. 
 
25 Transdev were consulted on the estimates and concur with their deliverability. 
 
Marketing driven revenues 
 
26 The revenue projections in the model are based on transport usage patterns 

and availability rather than the subject of specific targeted marketing in favour 
of tram patronage. tie anticipates the appointment of marketing management 
to develop and drive incremental revenues. In addition to Edinburgh public 
patronage, this would also focus on the tourist potential, both normal usage 
and tourist-trip specific and the use of the tram, perhaps in conjunction with 
Park and Ride facilities and feeder buses, for major events at Edinburgh’s 
three main sports arenas, festival events etc. Detailed bus and tram service 
integration dialogue has commenced and the objective will be to optimise 
overall public transport patronage, with marketing directed at enhancing PT 
usage, including these special event and promotion initiatives. 

 
27 Clearly, this estimate in particular is highly subjective at this stage, but 

experience from other schemes reinforces the potential. Transdev were again 
consulted and concur. 

 
28 The aggregate of the potential from these sources is estimated at £27m-£52m 

for Line 1 and £23m-£45m for Line 2, all stated in 2003 prices. This 
represents the range of possible sources of funding additional to that provided 
by (1) the Scottish Executive and (2) arising from operational surpluses less 
lifecycle costs. There remains substantial subjectivity around the estimates, 
but the range quoted appears to be a reasonable estimate of deliverability.  

 
Other possible sources  
 
The Case for Edinburgh 
 
29 The Council has submitted a comprehensive case to the Scottish Executive 

highlighting the investment required to sustain and grow Edinburgh’s 
economy for the benefit of the Scottish economy as a whole. This includes 
transport and specifically the tram project. Discussions with the Scottish 
Executive are at an early stage and no allowance has been made for funding 
from this source. 
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Project related revenues – not reflected in the projections 
 
Ticket non-payment penalties. 
 
30 Fare increases by bus operators driving tram revenues ahead of those 

modelled – the evidence is that revenues for the tram are relatively 
understated relative to recent fare changes 

 
31 Uplift in car parking revenues due to tram implementation arising from 

changes in the transport modelling, notably use of car parking for short rather 
than long stay. 

 
32 These issues require further detailed assessment before they can be 

regarded as reasonably visible sources of income. 
 
Capital cost and funding items 
 
33 Residual value of system – this matter is under discussion with the Scottish 

Executive within an assessment of current HM Treasury guidance. Currently, 
no residual value is allowed for, although given the long life nature of the 
assets and the life cycle maintenance plans, this is a particularly prudent 
assumption. The asset will be expected to have a life beyond the initial 
contract period and maintenance requirements will be installed in the contract 
to ensure the system remains a valuable operating asset beyond the end of 
the contract. 

 
Extension of operating period – as for residual value treatment 
 
34 Proceeds of disposal of Council-owned assets and investments – with the 

exception of land sites related to the tram project, the Council have no plans 
to generate cash-flow from such disposals for the specific purpose of funding 
the tram project  

 
Congestion charging cash flows 
 
35 The 2002 Preliminary Business Case assumed congestion charging cash 

flows would be available for the tram project. It has since been determined 
that it would be imprudent to continue that assumption in the context of this 
document. It remains open to the Council to review their utilisation of 
congestion charging cash flows should it proceed, however at this stage no 
assumption of availability is made in addressing the funding of Lines 1 and 2. 

 
 
 


