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Introduction 
 

1. The purpose of this Memorandum is to provide the Waverley Railway 
(Scotland) Bill Committee (“the Committee”) with further information from 
the Promoter of the Waverley Railway (Scotland) Bill (“the Bill”) on a 
number of issues emanating from the evidence given at Preliminary 
Stage.  A letter dated 20 January 2006 from the Clerk to the Committee, 
Mr Fergus Cochrane, indicated that the Committee required the 
Promoter to submit, by noon on 15 March 2006 (now extended by the 
Committee until 17 March 2006), a memorandum on each of the 
following three main topics: 

1.1 Housing and water and drainage infrastructure (e.g. update on 
house building targets, discussions with Scottish Water regarding 
water and drainage infrastructure); 

1.2 Funding and project costs (e.g. forecasting on patronage and impact 
on level of Scottish Executive subsidy, further sources of funding 
identified and secure, update on project costs); 

1.3 General matters (e.g. local economic spin-offs, integration with other 
modes of transport, impact on tourism). 

2. This memorandum deals with the matters set out in 1.2 above.  The 
introduction details the revised programme of the Waverley Railway 
Project, since the Committee published its Preliminary Stage report. The 
remainder of the memorandum then reflects the list of specific issues and 
concerns raised by the Committee in a letter from the Clerk to the 
Committee dated 28 February 2006.  The matters set out in 1.1 and 1.3 
above are dealt with in separate memoranda. 

3. The Promoter notes that the Committee indicated that it would give 
further consideration to these issues before the Final Stage of the Bill 
commences.  The Promoter understands that the Committee proposes to 
hear further oral evidence on these issues at its meeting on 27 March 
2006. 

 
Revised Programme 
 

4. Since the publication of the Preliminary Stage report by the Committee, 
the Scottish Executive and the Waverley Project team have worked 
closely together on issues of programme, with much attention being 
given to developing a robust programme that aligns with the wider 
portfolio of transport projects across Scotland. Attention has also been 
given to how the project might be affected by the transport investment 
portfolio in relation to market capacity and delivering resources. 

5. This assessment has included whether the optimum methods of 
procurement and governance have been defined for the Waverley project 
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within this environment.  The Waverley project, due to its location in 
relation to the live railway network, has been identified as being a project 
where there is greater scope for considering alternative delivery and 
procurement mechanisms. 

6. While this assessment is anticipated to result in an optimisation of time, 
cost and quality for the scheme with potential benefits to the national 
investment programme, there are programme implications for the 
Waverley project itself. 

7. The assessment of alternative governance and procurement models has 
resulted in activities programmed to be carried out in Autumn 2005 and 
Spring 2006 to be put on hold pending the confirmation of the delivery 
mechanism that best meets the needs of Waverley and the wider 
investment programme.  As a result Ground and Topographical surveys 
and Design have been put on hold pending the outcome of these 
deliberations.  This has resulted in an anticipated construction 
completion date of summer 2010 if a design and build route is followed, 
with commencement of services in 2011. This may vary depending on 
the procurement route adopted. 

8. The resulting longer development period has enabled  greater 
robustness for the scheme, with additional work being carried out to 
confirm programme, to develop a comprehensive risk strategy and basis 
for risk assessment and monitoring, and to allow additional 
benchmarking of scheme costs to be carried out. 

9. This in turn has allowed more comprehensive reporting by the Promoter 
in relation to the Transport Minister’s funding conditions, prior to the 
‘draw-down’ of funding for major tasks such as design and ground 
investigation. 

10. Despite these benefits, the associated delay to the scheme will have 
implications for the scheme’s overall costs in terms of increases due to 
indexation. This cost effect is reported in later sections of this 
memorandum in more detail. 

Patronage forecasts and revenue yield assumptions 
 
Impact of delays in house building programme on patronage forecasting 
and fare revenue yield 
 

11. The latest Business case modelling was based on a small reduction in 
housing completions in Midlothian by 2011 of 165 houses. Whilst this 
scenario has very recently been superseded in a positive manner,1 the 
modelling of the slightly pessimistic scenario reported in this 

                                            
1 in relation to revised figures representing an increase to 166 additional houses provided by 
Midlothian Council for their house building programme 
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memorandum (i.e. with a reduction in Midlothian of 165 Houses) showed 
a minimal impact on the patronage forecasting and revenue yield.  

12. Scottish Borders Council has indicated that there is unlikely to be a 
change to the assumed number of house completions by 2011 and 
beyond. 

13. These slightly reduced housing figures from Midlothian Council [since 
superseded by a more positive position] have been included within the 
latest revised forecast modelling.  These forecasts have also included a 
delayed opening date to 2011, updated train running times and a rise in 
capital costs with an increase to the assumed optimism bias.   

14. The impact of delaying the opening of the line to 2011 is expected to 
have a positive impact on the business case.  By delaying the opening by 
three years the scheme should benefit from an additional three years of 
house build completions along the route corridor.  This additional three 
years of house completions should provide an increased level of 
patronage demand for the year of opening. 

15. This delay in opening to 2011 and the modelled slight decrease in 
forecast housing completions in Midlothian more than offsets the slight 
increases in capital costs with the assumed additional optimism bias 
increase of 1.8%. The more positive housing position will enhance this 
position marginally. 

16. Although not modelled in isolation, the impact of the small change in 
housing completion by 2011 on patronage forecasting and fare revenue 
yield, is likely to be minimal.  The net impact of the revised modelling 
parameters is likely to raise the Net Present Value (NPV) by 
approximately £20m and to increase the Benefit to Cost ratio of the line 
from 1.21 to 1.30.   

17. It should be noted however that although the delay to the scheme has a 
positive effect on the NPV and cost benefit ratio due to the greater 
housing completions at scheme opening, a consequence of this delay in 
opening is the resulting delay in the delivery of the benefits of the 
Scheme. Despite the beneficial effect of the short delay, to attain the 
wide benefits that will be delivered, the scheme should be constructed as 
soon as possible. 

18. For further detail on the patronage modelling carried out please refer to 
Appendix A  

Further benchmarking to quantify patronage forecasts and underlying 
assumptions 
 

19. Forecast levels of patronage forecasts were benchmarked against actual 
passenger rail data obtained from Scotrail for the North Berwick Line. 
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Consultants Babtie on behalf of Scottish Enterprise have previously 
independently audited these forecasts.   

20. The benchmarking of the 5 – 6% patronage growth forecast shows that 
the Waverley Line forecast can be compared favourably with railways 
across the UK in recent years, including some lines in Eastern Scotland.  
Patronage on the Edinburgh-Bathgate, for example, has grown at an 
average annual rate of 6% over the past nine years.  The Robin Hood 
line is currently growing at 15% p.a. (Source: Nottinghamshire County 
Council). Both Thameslink (Source: Thameslink) and Great Eastern 
(Source: Great Eastern, see Appendix) have long-term growth trends of 
over 5% p.a.  Regional Railways across the UK are currently growing at 
7% p.a.  

21. This illustrates that the rate of growth projected for the Waverley Line is 
not exceptional, but can be observed throughout the UK, including 
Scotland.  This point was supported by the evidence given by Peter 
Fuller from the SRA to the Committee in the 3rd session (Para 206).  
Thameslink and Great Eastern are of relevance because their growth, 
like that of the Waverley Line, is partly driven by high rates of housing 
growth.  This supports the Promoter’s contention that housing growth 
drives rail demand growth. 

22. Underlying assumptions such as fare levels compare favourably when 
benchmarked against other lines.  These fare assumptions were initially 
estimated from a combination of fare distance and fare time relationships 
derived from the North Berwick, Fife, Dunblane, West Calder, 
Newcraighall and Bathgate lines.  The fare relationships and hence the 
fares at each station were then submitted to Scotrail for a benchmarking 
check and amendments where thought necessary.  The fares used are a 
result of this consultation exercise. 

Likelihood of Promoter’s contention that the railway will be operating 
subsidy free within six years of operation 
 

23. The Promoter’s latest business case still indicates that the railway should 
be operating subsidy free within six years of operation.   

24. The revised modelling, taking into account the factors above, is forecast 
to see further positive benefits in the business case.  As noted previously 
the additional benefits accrued are driven primarily by the delayed 
opening. 

25. With this, the Promoter remains confident that, based upon the results 
from these latest sets of analyses, the line is still expected to achieve a 
positive operating benefit within six years of operation.  Our confidence is 
based on a number of robust and conservative assumptions on forecast 
revenue and costs assumed within the business case model. 
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26. The Promoter has assumed a five-year ramp-up period for the railway to 
achieve its full forecast patronage from the year of opening.  This is 
consistent with observations on other totally new rail lines in the UK.  We 
have similarly assumed a five year ramp-up for the full effect of new 
housing to become manifest as new passengers.  This reflects the time 
required for new travel patterns to emerge amongst new buyers and the 
time for houses to become fully occupied once complete.   

27. The latest set of modelling results has also included an increase in the 
forecast capital expenditure of the project based upon the upward 
revision of the optimism bias assumptions.  Nevertheless, with the 
combined effect of capital cost increases, robust ramp up assumptions, 
slightly higher housing and delayed opening, the promoter’s latest 
business case still indicates that the railway should be operating subsidy 
free within six years of operation. 

Impact on Level of Scottish Executive Subsidy 
 

28. The impact on the level of expected Scottish Executive subsidy as a 
result of the latest update in the business case is expected to be positive. 
With the delayed opening and its subsequent predicted increase in 
benefits it is more likely that a lower level of subsidy will be required as a 
result, albeit a very small change. 

Project Cost Overrun 
 
Update on Project Costs 

29. Albeit no major design work has taken place since the Preliminary Stage, 
the design effectively frozen till the scheme completes its parliamentary 
process, additional work has been carried out in conjunction with the 
Scottish Executive to further develop the risk analysis and optimism bias 
analysis. Activities carried out include: 

• Development of a full Quantitative risk analysis including 
development of detailed risk logs, quantification of risk values, 
identification of mitigation measures and development of a controlled 
and uncontrolled risk value to replace values for risk calculated in 
preparation of the original cost estimate. 

• Recalculation of the scheme optimism bias in line with current 
guidelines, the original optimism bias calculation having been 
developed when optimism bias was in its infancy and guidance was 
less well developed. 

30. A further review of scheme costs is being carried out by the project team 
and the Scottish Executive. This review includes workshops with industry 
representatives on value engineering and scheme elements. While this 
exercise is currently underway, costs are still estimated at £129.61m at 
baseline 2002 prices excluding optimism bias and £136.6m including 
optimism bias. In previous evidence to the Committee the £129.61m at 
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2002 prices was reported as £151m at 2005 prices. This remains 
unchanged. 

The scheme cost estimate as currently calculated is set out in Table 1 
below at 2002 prices: 

 

Table 1:Scheme Cost Estimate (2002 prices excluding Optimism Bias) 
 

Scheme Cost Estimate (2002 prices excluding Optimism Bias) 

Work or purpose Amount (£) 

Railway works  

Permanent way (Works No. 1 to 10) £17,503,637.00 

Earthworks 

Geotechnical/Mine remediation 

£11,524,639.00 

£6,693,654.00 

Stations, buildings and access roads 

Structures (bridges/retaining walls) 

£3,323, 207.00 

£19,440,250.00 

Signalling & Telecommunications £10,900,000.00 

Civils & other works £9,589,804.00 

Highway, Roadworks £7,480,246.00 

Landfill and Aggregate Tax Included above 

Works Sub-total £86,455,473.00 

General  

Fees/Land/Compensation/survey 
works/Preliminaries etc. 

£26,190,563.00 

Works + General Sub-total £112,646,036 

Contingency  

Utility Diversion etc £2,890,000.00 

Environmental mitigation etc. 

Risk 

£1,654,917.00 

£12,419,170.00 

Contingency Sub-total £16,964,089.00 

Total £129,610,123.00 
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Manageability of project to date and ability of promoter to keep project on 
time and budget 
 
Programme delivery 

31. Following completion of the Preliminary Stage, the Scottish Executive 
has appointed programme managers who are responsible for monitoring 
delivery of all the major transport schemes currently being progressed by 
various promoters.  The Waverley project team has worked closely with 
the Scottish Executive and their programme team and developed a 
baseline programme against which project progress will be monitored.  
The Executive programme monitoring team meet the promoter’s 
representatives on a monthly basis to review progress and other key 
aspects that are relevant on an ongoing basis.  Since the agreement of 
the baseline programme, the monthly review meetings have confirmed 
progress in accordance with the baseline dates. 

Revised governance and project management structure 
 

32. In seeking to ensure the project is delivered to time and to budget the 
Promoter has recognised that the project management structures in 
place in the development and parliamentary stage of the project will 
require to be revised recognising the different tasks and timescales to be 
delivered as the project moves to the implementation stage.  The greater 
emphasis on project implementation has required a root and branch 
review of project governance and project management.  This has 
resulted in a joint review of key aspects of governance and project 
management by the Councils and the Scottish Executive.  Three main 
areas were addressed.  These included: 

• Project governance. 

• Rail Procurement body. 

• Potential rail procurement method. 
 
Proposed governance 
 

33. In order to ensure that a project is developed which will satisfy the 
interests of the member Councils’ transport policies, the progress of the 
procurement of the project, will be controlled by a Strategic Board 
supported by a Working Group/Project Team. 

34. Change to the current structure was considered necessary for the 
following reasons: 

• The project focus is changing toward construction 

• There will be a need for accelerated decision making 
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• There is a requirement for rail procurement experience to be 
available to the project 

• Representation of the Scottish Executive as a major stakeholder is 
necessary  

• There is a need for joint decision making on a day to day basis 

• There is strong precedence on other major infrastructure projects for 
an alternative form of governance 

35. The Scottish Borders Council, Midlothian Council and City of Edinburgh 
Council are in the process of establishing formally the Strategic Board 
comprising senior elected members and Principal Officers from each 
Council.  The Strategic Board will also include representatives from the 
Scottish Executive and is served by Senior Officers of each Council as 
required during the development and implementation of the project.  The 
Strategic Board structure reflects best practice for delivering major 
infrastructure projects to time and to budget. 

The Procurement Body 
 

36. The options for the project delivery organisation that will deliver the 
procurement of the railway contract has also been considered in some 
detail.  Four options for the body to procure the railway works contract 
were reviewed.  These were: 

• The Councils jointly; 
• The new Transport Agency; 
• A Council sponsored stand alone Company (SPV); or 
• Other outside agencies/companies  

37. The procurement body would manage the process of developing the 
procurement process and the development of detailed tender 
documentation necessary to deliver the project, and would also provide 
the technical expertise required to oversee the construction process to 
completion on behalf of the Promoter. 

38. The evaluation of the options included the assessment of the options 
against a number of key criteria reflecting the views of attendees on the 
key issues facing the Project.  These included issues such as cost 
certainty, risk management and delivering quality. A shortlist of options 
has been developed for review with the Scottish Executive.  This process 
is currently underway.  

Rail Procurement and funding mechanism 
 

39. In parallel with the definition of the body to be tasked with the 
procurement of the railway, a procurement strategy that best meets the 
needs of the project in respect of programme delivery, cost certainty and 
quality must be developed by the Councils and the Scottish Executive.  It 
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is proposed that the development process will follow requirements set 
out by the Scottish Executive in other projects.   

40. In developing a preferred procurement and funding option, the following 
process is currently being followed, having due regard to risk 
management and mitigation requirements: 

 

• Development of procurement OBC/FBC Structure and approval 
process  

• Review of current assessment and assumptions for procurement  

• Detailed assessment of shortlisted procurement structures 

• Detailed assessment of potential funding and financing structures 

• Assessment of potential packaging options (where appropriate) 

• vfm/affordability analysis (using SE FPU guidance) 

• Market consultation (PIN) 

• Finalise procurement structures 

• Procurement OBC Draft to Executive 

• Procurement OBC approval 

 
41. The procurement assessment is being carried out in two stages: Stage 1, 

completed in January 2006 seeking to shortlist the procurement routes 
that best meet the needs of the railway in time, cost and quality; and 
Stage 2, the detailed examination of the short-listed options,  currently 
underway, and due to be reported to the Councils and the Scottish 
Executive in early May 2006. 

42. Following the completion of Stage 1 and the identification of the short-
listed procurement options, the options to be addressed in Stage 2 
include: 

• Design, Build, Finance and Transfer 

• Traditional Design and Build 

• Design, Build, Finance and Maintain 
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Compliance with the Scottish Executive’s funding allocation commitments 
 

43. On the 14 March 2005, the Transport Minister announced a total 
provisional funding package of £115 million 2002 prices, index linked, for 
the Waverley Line. This included £4m originally sought from the Strategic 
Rail Authority (SRA), the Scottish Executive being expected to take on 
many of the functions of the SRA. The award, however, was dependent 
on a number of conditions being met by the scheme on an ongoing 
basis, as the scheme develops. 

44. The Transport Minister’s Funding Conditions and progress on 
compliance with each condition is set out below: 

a) Condition: First and Foremost, funding is conditional on approval 
of the Bill by this Committee and by the Scottish Parliament.  

Progress: Whilst this funding condition is outwith the control of the 
Promoter and will depend on the views of the Committee assessing the 
scheme, and the Parliament as a whole, the Promoter recognises the 
close interest the Committee has taken in this issue and has, and will 
continue, to demonstrate that the scheme is in the public interest and 
worthy of parliamentary approval.  

b) Condition: Secondly, the assumptions underlying the business 
case must hold – including the achievement of patronage levels, 
containment of costs, active management of risks and housing 
growth projections which are achievable and based on identified 
market demand.  

Progress: This condition covers a number of issues all of which have 
been reviewed within the updates of the Outline Business Case. The 
performance indicators to be reported in respect of this condition are as 
follows:  

• delivery of housing development in line with business case 
assumptions. The updated position has been reported within the 
Action Plan report to Parliament and within the Memorandum 
provided to the Committee on 17th March 2006. 

• maintenance of revenue forecast in line with business case 
assumptions as they are affected by changing rates of development. 
The effect of updated patronage and revenue as a result of updated 
housing projections is reflected in the revised TEE analysis prepared 
in this paper within Appendix A. 

• overall Net Present Value and cost benefit ratio of benefits, taking 
into account update to inputs as they occur. The updated cost 
benefit ratio for the scheme is reported in paragraph 16. 
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• risk monitoring report demonstrating compliance with risk 
management plan. The QRA process which has been carried out in 
preceding months, including logs and evaluation of mitigated risk 
value. This is set out in paragraphs 45 to 52. 

c) Condition: Third, a clear and comprehensive risk management 
strategy must be developed and delivered – the Waverley Railway 
Partnership has undertaken to work on risk management but this 
must be taken further and translated into a specific action plan 
before construction can begin.  

Progress: This funding condition is closely related to the 4th Key 
Performance Indicator (KPI) listed above at bullet point 4 in relation to 
condition b). Progress on this condition is reported in paragraphs 45 to 
52 

d) Condition: Fourth, the railway must be integrated with local bus 
services to ensure that the railway has the widest possible impact 
in the Borders and Midlothian.   

Progress: This funding condition cannot finally be satisfied until the 
scheme is in operation and the success or otherwise of integration with 
other forms of transport can be evaluated. On an interim basis we have 
reported to the Scottish Executive and the Committee through the 
updated OBC and the Action Plan which summarises ongoing 
discussions with bus service providers on the preparation of agreements. 
The rail operator and the principal bus operator in Scottish Borders are 
one and the same and it is anticipated that, while the Councils may 
suggest initiatives, the developed relationship will reflect the commercial 
views of First Group. The updated position has been reported within the 
Action Plan report to Parliament and within the Memorandum on General 
Matters provided to the Committee on 17 March 2006. 

 
Application of risk management strategy 
 

45. The risk register has been reviewed and developed by the project team, 
by risk managers from each Council and by representatives of the 
Scottish Executive.  Through a number of workshops and further detailed 
development, the scheme’s risk registers have been expanded, including 
the detailed analysis of risk, probability and risk value.  Through this 
process, the pre-treatment or “uncontrolled” probabilities and impacts 
have been developed as applicable.  

46. Risk treatment strategies and actions have been reviewed and the post 
treatment or “controlled” position for probabilities and impacts has now 
been established.  The process adopted can be summarised as follows: 
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• fully review the existing risk register 

• undertake a review of the cost plan for uncertainty/potential cost 
variance; 

• ensure that for all the major risks, treatment actions are fully developed;  

• evaluate all identified risks in terms of likelihood and impact pre- and 
post-treatment; 

• undertake a risk modelling exercise to establish the “uncontrolled” and 
“controlled” mean and p80 project risk contingency levels.    

47. The following outputs resulted from the update: 

• updated risk register and report; 

• revised project risk contingency levels. 

48. The following table contains a summary of the updated outputs from the 
risk modelling process: 

Table 2: Summary of updated outputs from risk modelling process 

QRA Summary 
(Cumulative) 

“UNCONTROLLED” 
POSITION 

”CONTROLLED” 
POSITION 

Base Cost  £117,190,953 £117,190,953 

Mean Risk  £14,194,032 £9,367,480 

Mean Project 
Value (inc Risk) £131,384,985 £126,558,432 

P80 – Mean Risk  £3,584,487 £2,944,895 

P80 Project 
Value £134,969,472 £129,503,328 

 

49. It should be noted that it is anticipated that the “controlled” mean risk 
value of £9,367,480 will be achieved based on the assumption that all 
control measures that have been identified will be successfully 
implemented upon completion of the project to a GRIP Stage 4 standard  

50. For the time being project contingency levels will remain at the previously 
identified level of £12,419,170 to allow: 
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• any further risk that may arise out of the ongoing review of risks 
on the project to be accommodated. 

• for the fact that the control measures identified in the risk 
assessment may not be 100% successful as anticipated. 

The level of outstanding risk on the project is to be reviewed on a 
monthly basis by the project team   

51. The optimism bias also been revised and has been determined as being 
an additional 5.43% of the base costs including risk.  This equates to 
£7.03 million.  

52. Capital cost plus risk and optimism bias totals £136.64 million.  This 
value has been applied in the transport economic model. 

53. The primary output of the update is the revised risk register which has 
provided revised risk values for incorporation in the revised scheme cost 
estimates.  The detailed risk register is available if required. 

54. The Risk Management Strategy will continue to be implemented with 
ongoing actions to include: 

• updating of Risk register in parallel with GRIP 4 design to ensure that 
the scheme is GRIP stage 4 compliant;  

• provision of Risk Manager services to enable risk to be managed on 
an ongoing basis;  

• undertake a further review of project Optimism Bias assessment 
following GRIP 4 design; 

• undertake a number of Value Engineering Workshops on the scheme 
to optimise scheme costs. 

 
Identification and securing of other funding sources 
 
Funding comparison 
 

55. As stated within previous memoranda, it is anticipated that the suite of 
other funding sources will include local authority contributions, 
development contributions, funding from other public bodies, section 75 
agreements and joint ventures.  The funding summary provided in 
previous evidence has been updated in the light of additional funding 
sources being secured.  

56. A funding summary at 2002 base prices is presented below: 

 
Cost Element (2002 prices) Remarks 
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Capital Cost  £ 129.6m Including risk (excluding optimism 
bias) 

   

Proposed Funding   

   

Scottish Executive £115m Award of £115m at 2002 prices 

Scottish Borders Enterprise £1m  

Shawfair Developments 

Contribution 

£4.8m  

Offset against Landfill Tax £1.65m  

SRA funding  Nil Replaced by increased SE funding 
from £110m to £115m 

Currie Road Development 

Galashiels 

£1.8m  

S75 Scottish Borders Council £7.5m  

S75 Midlothian Council £1.8m  

Edinburgh 

Cities Growth Fund 

£2m  

Total Funding  £135.55m  

 

57. Note that the above cost excludes additional costs for Stow Station. The 
Promoter has estimated that construction costs for a two-platform station 
at Stow would be around £1 million.  These costs would increase were a 
decision taken to build a station at Stow after the railway, as proposed in 
the Bill introduced into Parliament, was operational.  

Further funding sources  
 

58. The Waverley Partnership is continuing to look at ways in which 
additional funding for the project might be attracted should further cost 
increases materialise.  Albeit these have been reported to the committee 
in previous memoranda we would confirm potential additional sources of 
funding and current progress on developing additional funding as follows: 
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59. Following completion of the Preliminary Stage, further work has been 
carried to secure funding from Edinburgh’s Cities Growth Fund.  From 
this funding application £2m has been approved as a contribution to the 
scheme.  The funding must be spent in 2007/2008 on elements of the 
Waverley Railway.  Although the main construction works are due to 
commence later it is intended that the funding is committed to advance 
works including potentially ground stabilisation works in areas such as 
Shawfair where the removal of mining risk will much simplify and 
accelerate later construction. 

60. Midlothian and Edinburgh are currently contributing £4.8m from the 
Shawfair development to the cost of the scheme and there is an 
additional anticipated £1.8m resulting from section 75 contributions from 
housing development directly attributable to the scheme within 
Midlothian.  While this level of contribution is commensurate with the 
consolidated Council funding requirements to meet the anticipated 
outturn cost of the scheme, the Councils are aware that if scheme costs 
increase further there may be call for additional support.  It may be that 
there will be additional housing developments in the Waverley corridor of 
Midlothian resulting from the development plan process and these would 
offer the prospect of additional Section 75 contributions. 

61. Scottish Borders Council has currently committed Section 75 
contributions of £7.5m to the scheme.  This is based on a contribution of 
£1000 from 7500 houses identified as receiving a direct benefit from the 
creation of the scheme.  The Council has the potential to increase this 
contribution to £1500 per house while still ensuring sufficient funding is 
available for other essential services to the new developments.  This 
would release an additional £3.75m by way of Council contributions to 
the cost of the scheme.  Again as with Midlothian there is further 
potential to extend the scheme contributions wider, including additional 
housing developments should the needs of the project require. 

62. City of Edinburgh Council, Midlothian Council and Scottish Borders 
Council have intimated that there may be potential for a contribution from 
the Councils to sharing in the bridging of any funding that may transpire 
in the future.  The value of any contribution will depend on the level of 
any gap and the other funding commitments of the Councils at that time.  

63. Midlothian Council has recently obtained additional internal funding for 
advance works to remove vegetation currently growing on Lothianburn 
viaduct and posing a safety risk.  This work will be carried out during 
March 2006 and will, in addition to removing dangerous trees, also 
remove the risk of the vegetation roots causing any further damage to 
the structure. 

64. Scottish Borders Council and Midlothian Council are part of the South 
East of Scotland Regional Transport Partnership (SESTRAN). SESTRAN 
is currently reviewing a number of schemes requiring funding over the 
next few years. 
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65. As long distance cycling is one of the key themes, Midlothian Council in 
conjunction with Sustrans has submitted bids for the routes intimated to 
the Committee on 16th January. The schemes have all received backing 
and are awaiting final endorsement by the SESTRAN board when they 
meet on 17th March. Details of the routes and funding are: 

• carry out improvements to the Eskbank to Dalkeith cycleway 

• completion of NCR1 from Dalkeith to Gorebridge 

Elements of these advance works, totalling £781,000 had been included 
in the scheme capital cost. The improvements to cycle ways and paths 
will provide improved cycling and walking links to Eskbank, 
Newtongrange and Gorebridge stations, which will encourage additional 
use of the train. 

66. Scottish Borders Council has bid for funding for works associated with 
the scheme. These works, currently within scheme cost estimates, will 
include footpath diversions, cycleway diversions and elements of the 
Galashiels station interchange. The cost of the works totals £700,000. 
The schemes have all received backing and are awaiting final 
endorsement by the SESTRAN board when they meet on 17 March 
2006. 

67. In addition, Scottish Borders Council is including various works 
associated with the railway within the Galashiels town centre 
development project. While only parts of the scope, such as the under-
bridge, are directly related to scheme capital costs, considerable funding  
(amounting to an additional £13m) is being provided for complementary 
projects, such as the Galashiels transport interchange. This improved 
infrastructure is designed to maximise the opportunities and benefits that 
the railway will bring to the central borders 

 

 

 

 

------------
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Appendix A 
 
Patronage Forecasting 
 

1. The Promoter has updated the patronage forecasting, in line with recent 
updates to the project construction programme and the housing delivery 
programme.  To inform the Committee and update the Outline Business 
Case, four new scenarios have been modelled, which are described in 
paragraphs 3-6 below.  The Patronage forecast for the Outline Business 
Case presented as part of the parliamentary submission by the Promoter 
in 2005 has been also included in this memorandum for comparison 
purposes.  

2. The key parameters reflecting changes to programme include the 
following:   

• a change to the proposed year of opening to 2011; 

• the upward revision of the capital costs with an increased level of 
optimism bias; 

• a slight lowering in the number of proposed housing completions in 
Midlothian – 165 less houses built by 2011; 

• the inclusion or exclusion of a possible new railway station at Stow; 
and 

• original or revised train running times along the line. 

3. Scenario One: 2011 opening, original running times and no station at 
Stow.  This features the revised year of opening, the original journey 
time, no station at Stow and a reduced housing development in 
Midlothian with a new Capex optimism bias. 

4. Scenario Two: 2011 opening, original running times and a new station at 
Stow.  This test includes a possible new station at Stow with optimistic 
demand forecast, the original journey time (i.e.: 3 minute increase over 
the standard) between Borders and Midlothian as a result of Stow 
station, reduced housing development in Midlothian and a new Capex 
optimism bias. 

5. Scenario Three: 2011 opening, new running times and no station at 
Stow.  This test considers 2011 year of opening, a journey time reduced 
by 1.5minutes between Borders and Midlothian, reduced housing 
development in Midlothian with a new Capex optimism bias. 

6. Scenario Four: 2011 opening, new running times and a possible new 
station at Stow.  This test features 2011 year of opening, a new station at 
Stow with optimistic demand forecast, journey time between Borders and 
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Midlothian increased by 1 minute due to Stow Station, with reduced 
housing development in Midlothian with a new Capex optimism bias. 

7. The results from this new analysis are shown in the following table. 

8. Table A on page 21 below shows that the impact of delaying the opening 
of the line to 2011 would be expected to have a positive impact on the 
business case.  By delaying the opening to 2011, the scheme should 
benefit from an additional three years of house build completions along 
the route corridor.  This additional three years of house completions 
should provide an increased level of patronage demand for the year of 
opening. 

9. Based upon the results from these latest sets of analyses the line is 
expected to achieve a positive operating benefit in Year 6 after opening.  

Effect on Business Case 

10. This delay in opening to 2011 also more than offsets the slight increases 
in capital costs with the assumed additional optimism bias increase of 
1.8%  and slight reduction in forecast housing completions in Midlothian. 

11. This positive effect is likely to raise the Net Present Value (NPV) by 
approximately £20m and to increase the Benefit to Cost ratio of the line 
from 1.21 to 1.30. 

Stow Station Comparison 

12. The introduction of the new line running times as expected is predicted to 
have a slight positive impact on the business case.  The slightly faster 
journey time would have the positive impact of attracting slightly more 
passengers with a predicted opening year annual patronage demand 
forecast to increase from 1.42m to 1.43m with or without Stow station. 

13. All things being equal, the introduction of a possible station at Stow with 
an assumed increase in capital cost of £875,000 is likely to have a slight 
negative impact on the Business Case.  The forecast patronage is 
predicted to remain relatively static.  The slight increase in patronage 
generated by the introduction of a station is likely to be offset by the 
negative effect of the station increasing journey times marginally from the 
Borders hence dissuading potential users. 

14. The introduction of a possible station at Stow has been forecast to attract 
between 20-40 passengers on an average weekday in the opening year 
and between 50-100 ten years following opening. 

15. In terms of general line viability and passenger ridership, Stow remains 
of minor significance. 

 



Table A: Waverley Line: DRAFT January 2006 Sensitivity Tests. Breakdown of Demand and Revenue at Five Yearly 
Intervals. 

 
Feb 2006 

Test NPV BCR  Year 1 Year 5 Year 10 Year 15 Year 20 Year 25 Year 30 + 
Revenue £3.61m £6.49m £9.61m £14.20m £17.75m £20.82m £23.46m 

2005 Business Case £75.3m 1.21 Demand 1.32m 2.36m 3.49m 5.15m 6.44 7.56 8.51 

Revenue £3.61m £7.33m £12.59m £16.43m £19.18m £22.11m £24.04m Scenario One: 2011 
Opening, Original Running 

Times, no Stow 
£94.9m 1.30 Demand 1.42m 2.66m 4.59m 5.96m 6.96m 8.02m 8.73m 

Revenue £3.59m £7.31m £12.57m £16.41m £19.15m £22.07m £24.00m Scenario Two: 2011 
Opening, Original Running 

Times, with Stow 
£91.5m 1.29 Demand 1.42m 2.65m 4.56m 5.95m 6.95m 8.01m 8.71m 

Revenue £3.66m £7.39m £12.67m £16.53m £19.30m £22.24m £24.19m Scenario Three: 2011 
Opening, New Running 

Times, no Stow 
£98.5m 1.31 Demand 1.43m 2.68m 4.60m 6.00m 7.00m 8.07m 8.78m 

Revenue £3.65m £7.38m £12.66m £16.52m £19.28m £22.22m £24.17m Scenario Four: 2011 
Opening, New Running 

Times, with Stow 
£95.8m 1.30 Demand 1.43m 2.68m 4.59m 5.99m 7.00m 8.06m 8.77m 
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