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All-Party Parliamentary Light Rail Group and Passenger Transport Executive Group 
Light Rail and City Regions: a 21st Century Mode of Transport
Memorandum of Evidence by Transport for London
Summary

1. Transport for London (TfL) is the strategic transport authority for London. It plans, implements and operates the Docklands Light Railway (DLR) and Tramlink. 
2. TfL recognises that light rail and tramways can bring major benefits, particularly to support the local economy, encourage regeneration and attract car users to public transport. Light rail and tramways can bring a step change in quality and capacity at much lower cost than new rail or Underground lines. 
3. However, new routes must be fully integrated and have strong stakeholder support. Barriers in the case of tramways include long timescales, difficulties in funding, and complex procurement methods, along with the need to satisfy significant highway as well as railway constraints. 
Developing Tramway and Light Rail Schemes
4. Transport for London (TfL) is a functional body of the Greater London Authority (GLA) which reports to the Mayor. Its role is to implement the Mayor’s Transport Strategy and to manage transport facilities across Greater London.   TfL manages almost all transport services in London including London’s buses, London Underground (LU), the London Overground, the Docklands Light Railway (DLR) London Tramlink, the central London congestion charging scheme and the TfL road network.  It also runs London River Services, Victoria Coach Station, Dial-a-Ride and the London Transport Museum and regulates taxis and the private hire trade. 
5. The term ‘light rail’ covers a wide spectrum from street running tramways to light metro. The two existing light rail systems in London, DLR and Tramlink, have very different characteristics with DLR being at the ‘heavy’ end of the light rail spectrum and Tramlink having many tramway features. This note refers primarily to light rail systems with significant tramway characteristics. A summary of Tramlink is given in Appendix 1. 
6. [image: image3.wmf]TfL’s role as the integrated transport authority for London is to set the overall strategy for transport in London on behalf of the Mayor.  This includes those improvements that are required longer term to meet the needs of London, such as additional capacity to address congestion and support population growth, but also to meet wider objectives relating to regeneration, improved accessibility, climate change and air quality.  The Mayor has just launched his new draft Transport Strategy for London which recognises the need for longer term (up to 2031) enhancements to the existing transport network.  This includes consideration of long term enhancements and extensions to DLR and Tramlink.
7. In addition to the existing Tram network, TfL has also identified the potential for securing greater benefits from under utilized parts of the national rail network through either conversion to light rail or the adoption of dual running operation or “tram train”.  A recent example of this is the conversion of the former North London Line south of Stratford to DLR operation, due to open next summer.
8. In considering the potential for any street running tramways in London, TfL has to assess the demand for road space between a number of users.  For street running sections of tramway, there is a balance between the needs of trams, vehicles, cyclists and pedestrians.  For light rail to be successful, it must be protected from the effects of delays and congestion created by other traffic.   However, securing this level of segregation can have knock on effects for general traffic, which have to be carefully considered, particularly in London where parts of the highway network are already quite congested. 
9. The degree to which a tramway project can be prioritised in terms of dedicated space needs to be taken into account when determining a project’s viability and business case. Schemes with a high degree of interaction with existing traffic and local conditions are by definition more complex in both design and operational terms. As an example, all the new French tram systems are fully segregated (mainly within the highway) with no track sharing with traffic, and this undoubtedly contributes to their success.  However, the extent to which segregation can be achieved in London whilst managing the general traffic flow varies enormously depending on location.
10. A significant challenge in appraising tram schemes is to recognise some of the wider benefits (and potential disbenefits of tram schemes).  This includes added benefits in terms of reliability and accessibility, as well as more traditional calculations of journey time. In addition to this, the regeneration benefits of light rail, potential extra benefits which can accrue through improvements to the public realm, along with air quality/CO2 benefits need to be captured in any appraisal.  In parallel with this, any potential disbenefits of street running tramways in terms of highway congestion and delays have to be captured as well.  This requires extensive modelling to fully understand impacts and benefits, and can itself be a time consuming and expensive process.
11. Another essential ingredient is stakeholder support at all levels. Introducing a new light rail or tramway line into already busy urban areas is a complex task affecting all members of the community. There must be strong support for the project across the entire spectrum of interests. It is inevitable that although most people will benefit from the investment, there will be some who are adversely affected and their concerns need to be addressed and mitigated as far as is reasonably practicable. Scheme benefits may take several years to develop as the community responds to the availability of new infrastructure and it is essential for the promoter and local politicians to maintain long term commitment.  
12. There is also a multiplicity of agencies involved in developing any light transit project. In London they include TfL itself, the Department for Transport (DfT), the Mayor, the GLA, HM Treasury, the London boroughs, the London Development Agency, statutory undertakers and Network Rail. Many other bodies need to be involved or consulted at various stages in the development of any project. This process has to be managed carefully to ensure that all interests are fully recognized and taken into account in the design and implementation of the project.
Barriers to the development of light rail

13. As highlighted previously by the Transport Select Committee, an issue in the past is the long timescale for obtaining authorization. Until 1992 authority was obtained through the Parliamentary Bill procedure, but it is now obtained through the Transport and Works Act 1992. Table 3 below shows the time taken from deposit of the Bill or Draft Order to obtaining Royal Assent.   This process has greatly improved and the following table illustrates the timetable for the authorization of DLR and tram schemes in London with the more recent DLR schemes being approved within 12 months.
	Deposit
	Project
	Procedure
	Royal Assent/ TWA Order made
	Period

	November 1982
	DLR Tower Gateway-Isle of Dogs
	Parl. Powers
	April  1984
	17 months

	November 1983
	DLR Poplar-Stratford
	Parl. Powers
	April  1985
	17 months

	November 1985
	DLR Bank extension
	Parl. Powers
	December 1986
	13 months

	November 1986
	DLR Beckton extension
	Parl. Powers
	July 1989
	32 months

	November 1990
	DLR Lewisham extension
	Parl. Powers
	May 1993
	30 months

	November 1991
	Croydon Tramlink
	Parl. Powers
	July 1994
	32 months

	November 1991
	DLR Lewisham (No.2)
	Parl. Powers
	May 1993 
	18 months

	March 2000
	DLR Silvertown and London City Airport extension
	TWA
	March 2002
	24 months

	July 2002
	DLR Woolwich Arsenal extension
	TWA
	February 2004
	19 months

	June 2004
	DLR Capacity Enhancement Project
	TWA
	October 2005
	16 months

	August 2005
	DLR Stratford International Extension
	TWA
	October 2006
	14 months

	August 2006
	DLR Capacity Enhancement and 2012 Games Preparation
	TWA
	July 2007
	11 months


Table 3. Timescales for authorization for light rail projects in London
14. The DLR’s success in gaining rapid Transport and Works Act (TWA) Orders is largely down to extensive pre-application consultation with stakeholders, such as local authorities. Managing stakeholders is thus an important element, with the team ensuring through dialogue with stakeholders that objections are withdrawn and letters of support submitted before the start of the public inquiry.

15. Another key lesson learned from the tramway developments in London, and the success TfL has had in developing the DLR is that network growth through incremental, affordable and buildable projects based upon a successful core network will, other than in exceptional circumstances have a far greater prospect of delivering a tramway system than a single major project.
16. However, despite good progress made by UKTram, the Office of Rail Regulation and the DfT since 2005 in examining standards and best practice in the industry, the tramway sector remains small, geographically and operationally isolated.  The tramway industry lacks the critical mass of the heavy rail networks, as a result of which it is unable to effectively pursue “standard” solutions to drive cost efficiencies. It also lacks sufficient activity to develop a body of expertise in the consulting sector, to avoid the need to reinvent the wheel with each tramway development.  This problem can be overcome by retaining core project staff from an initial implementation to work on extension proposals, e.g. as has been achieved in Nottingham. But this requires political and financial commitment to the longer term vision from the outset. 
17. The transposition of European railway interoperability and safety packages also remains a potential significant barrier to the cost effective development of tramways.  In particular, the recent switch of the European Commission from automatically exempting tramways and light railways from Interoperability Regulations to including all rail networks unless explicitly excluded by member states during the transposition process has significantly increased the risk that tramways will be required to comply with inappropriate railway “standards” designed for the Trans European Network.  It is essential that the government makes a clear policy commitment to exclude tramways from all interoperability requirements.
18. The International Association of Public Transport (UITP), with the backing of the European Commission is developing its proposals for an Urban Rail Platform (URP) that seeks to harmonise the approaches to safety assurance and subsystem standards and certification across the EU.  TfL has been actively involved in EU harmonisation projects for the tram industry and considers that whilst the detail of the URP and its implementation in the UK will need considerable development, the basic intent of the URP is consistent with its own vision for tramway development as well as the recommendations of the National Audit Office.  If adopted, the URP may well lead to a reduction in the cost and risk associated with tramway development and implementation. 
19. In 2006, the Railways and Other Guided Transport Systems (Safety) (ROGS) regulations came into effect in the UK.  Whilst these were in the majority of cases supported by the tramway industry, there was considerable concern raised regarding the imposition of Safety Verification and the role of the Competent Person.  This concern remains and is centred on the lack of tramway standards against which a Competent Person can assess a scheme and indeed the capacity of the industry to provide sufficient independent persons to meet the duties of the Competent Person.  The experience of Edinburgh and Manchester will, over the coming months clarify the impact that ROGS will have on the implementation of tram schemes.
The effect of different financing arrangements (public/ private) on overall cost of light rail systems

20. There is also a wide range of financing arrangements which have been used for light rail schemes in Britain, usually linked to the method of procurement for the design, construction and operation of the system. The traditional approach of wholly public sector funded and procured projects was adopted for most schemes until the nineteen eighties, when new approaches were sought. Concerns about cost overruns, extended construction programmes and lack of availability of public funding encouraged new methods which could attract private sector contributions. It would be difficult to determine the effects of the different methods on overall project costs because the financing arrangement is only one of many variables. However, some comments and conclusions can be drawn from the experience to date.  
21. The approach adopted for the initial supply of the UK’s tram systems has been to franchise the network. Franchising involves a concession agreement between promoter and contractor. A consortium of suppliers covering construction, rolling stock and operations provide and operate the system for a fixed term, usually between 15 and 30 years (99 years in the case of Tramlink), through  a form of DBFOM (design, build, finance operate, maintain) contract. Several UK light rail projects (in Manchester, Birmingham, Croydon and Nottingham) were procured using this arrangement. However, this form of contract has proved to be very complex resulting in extended timescales for tendering and high costs. Concession arrangements have not always been effective as construction companies have little interest in the long term operation of the system. It can prove inflexible when extensions have been built requiring the initial contract to be terminated and a new contract for the whole network to be procured, again adding complexity, lengthy timescales and additional costs. In the case of Manchester Metrolink, the cost of refranchising alone was £80 million. Concessionaires have been faced with heavy bidding costs and unreasonably long tendering periods. In addition, substantial risk premiums have been imposed with the passenger revenue streams associated with these arrangements. Although it would be difficult to determine what the effect has been on overall costs, it is now generally recognized that this approach has severe limitations. We strongly believe that more efficient methods of procurement must be found if any new light rail schemes are to be built. 
22. The Tramlink Public Finance Initiative (PFI) model worked for the delivery of the initial system infrastructure for a fixed public sector contribution.  It failed however as a long term operational model, as a result of a combination of unrealistic expectations and the “transfer” of unmanageable risks to the private sector.  Whilst the private sector operation of the tram service by First has been good over the whole of Tramlink’s history, the concessionaire itself underperformed financially, and particularly in its management of the assets of the tramway.  In 2008 after protracted negotiations with the private sector, TfL purchased 100% of the shares in the Tramlink concessionaire, effectively terminating the PFI.  
23. One major factor in determining costs is the approach to risk allocation. In the late eighties and early nineties, a key Government objective was to maximize risk transfer to the private sector. There are major risks with tramway projects which are inevitably complex, with many interfaces with other authorities, public bodies and the public in general. Revenue risk is a key factor particularly where bus competition exists. It is now becoming accepted that a more realistic form of risk sharing between public and private sectors needs to be adopted. TfL is currently studying options for procurement and funding of any future TfL tramway projects. UKTram has worked with the DfT to look at consistent, attractive and economic set of models for procuring, funding and risk management on future tramway schemes.
24. It is notable that since 2006 the requirement that all tram schemes should be wholly PFI funded and that revenue risk should be transferred to the private sector has been relaxed – most notably in the case of Manchester.  The use of PPP-style complex contractual and risk management structures in Edinburgh, but without private finance, also seems to have had difficulties.  Tram scheme contracts need to reflect the nature of the scheme and the expertise, financial strength and risk management capability of the public sector authority promoting the scheme.
25. The recently published draft Mayor’s Transport Strategy sets out support for longer term investment in the DLR and Tramlink networks.  However, the strategy recognizes that funding in the period up to 2020 is extremely limited and any significant enhancements or extensions to either Tramlink or DLR are likely to be beyond 2020 and subject to Government funding.










October 2009
Appendix 1.
Croydon Tramlink

What is Croydon Tramlink?

Tramlink is the first new generation street running tramway to be opened in London. London’s last tram ran in 1952 and Tramlink opened in May 2000.  A fleet of 24 articulated light rail vehicles operate on a three line 28 km network focussed on Croydon. Overhead electrical power supply is at 750 Vdc. There are 39 stops.

The routes comprise 17 km on former railways, 8 km on new reserved track alignments and 3 km on street. Tramlink already carries more passengers per annum than any other tramway in Britain. Patronage on the Wimbledon line increased eightfold after conversion to light rail. .  Following the integration of bus and tram fares in January 2004, ridership on Croydon Tramlink markedly and now runs at 27m passengers per annum.
The project was constructed and operated and maintained by Tramtrack Croydon Limited under a 99 year DBFOM concession let in November 1996.  The concessionaire, in return for supply and operation of the Tramlink service, received all fares revenue generated by passengers using the system.  There was no availability or performance payment mechanism within the Tramlink concession and no financial penalties for under performance.  Some risks (e.g. fares policy) were underwritten by the public sector for up to 20 years from the date of award of the Concession. In June 2008 TfL purchased 100% of the share capital of Tramtrack Croydon Limited which is now a wholly owned subsidiary of TfL.
The operation of Tramlink is contracted to First Tram Operations Ltd., a subsidiary of FirstGroup plc and maintenance is subcontracted to Carillion and Bombardier Prorail.  

.

What does it do?

The three lines link Croydon with surrounding areas:

Line 1 runs from Elmers End to Wimbledon via Croydon town centre;

Line 2 runs from Beckenham Junction to Croydon town centre;

Line 3 runs from New Addington to Croydon town centre.

Interchange is provided with National Rail at Croydon East, Croydon West, Wimbledon, Mitcham Junction, Birkbeck, Beckenham Junction and Elmers End and with London Underground at Wimbledon. Interchange with buses can be made at many locations including a purpose built interchange at Addington Village and the bus stations at East and West Croydon.

Tramlink is fully accessible, the low floor cars using low platforms which guarantee level access with a minimal gap at all stations. 

Development

Tramlink has been extremely successful and has improved access to Croydon town centre and the other centres which it serves and has attracted users from cars. TfL has included within its business plan funding for capital works to enable a new tram stop to be opened in central Croydon to serve the Centrale development and for the procurement of a new tram to allow an enhanced timetable to be operated.

Following extensive studies and pressures from surrounding Boroughs, four extensions were examined by TfL:

· Beckenham Junction/Croydon to Crystal Palace, replacing the existing heavy rail service between Beckenham Junction and Crystal Palace, extended to Crystal Palace bus station, and providing double track in place of single track between Harrington Road and Beckenham Junction;

· Streatham – Purley via Croydon town centre, serving one of the busiest bus corridors in London and linking a number of important urban centres in south London;

· Sutton – Tooting via Mitcham, a busy radial corridor serving town centres and two major hospitals. 
· Sutton-Wimbledon, and existing heavy rail route which could be converted to light rail, possibly with some diversions on street. 
These projects have all now been placed on hold as there is no funding available to develop these in the short term.
As an alternative to these schemes TfL is currently focussed on providing greater capacity and reliability on the existing network through the incremental delivery of more tram services, twin tracking and additional stops.

In addition TfL has been examining the possibility of affordable / buildable incremental extensions along some of the routes previously examined including:

· Morden Road to Morden LU station (part of the Sutton to Wimbledon proposal)
· Mitcham Junction / Willow Lane to Mitcham Town Centre (part of the Sutton – Tooting proposal)

· West Croydon to Thornton Heath (part of the Streatham – Purley Line)

· Croydon to Purley (part of the Streatham – Purley line)

· Crystal Palace via Elmers End (an alternative to the Crystal Palace extension)

· Beckenham Junction to Bromley South. 
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