Submission of the Light Rapid Transit Forum (LRTF) to APPLRG/pteg inquiry into light rail
(a)
To review current progress with light rail schemes in the UK
i)
What has been the experience in delivering light rail schemes in the UK?

The first of the modern light rail schemes (Manchester) opened 17 years ago.  
Since its opening there have been only four other new systems delivered and none within the last five years.  Light rail (excluding London Underground) accounts for less than 2% of public transport journeys nationally.  We lag way behind our European counterparts and backing for new schemes and extensions occurs despite rather than because of Government action.
There has been a well documented failure to meet targets set in successive White Papers and the 10 Year Plan.  Despite the urging of the industry and previous Transport Select Committee findings there has been little effort by  Government to establish a role for LRT in national transport policy. 
ii)
What have been the issues which have helped progress schemes or acted as barriers to their development?

New schemes implemented over the past two decades have delivered regeneration, improved accessibility and social inclusion, attracted much needed inward investment to cities and revitalised former heavy rail infrastructure.  The success of these systems has helped make the case for their expansion but lessons have not been learnt to help get new schemes accepted for Government funding.  
LRTF view the main barriers to the development of light rail as including:

· The protracted planning and approvals system in the UK.

· A bias against new light rail schemes in appraisal and funding rules, which favour bus schemes and highway improvements.

· Disjointed policy for major transport schemes to encourage development and regeneration which ignores LRT’s potential contribution.

· Poor policy approach on quantifying the environmental benefits of urban public transport schemes.

· Lack of standardisation in some areas (eg rolling stock specification) to help drive down the costs of implementation.

· Government funding commitments subject to change of direction.

(b)
To compare the UK experience with progress on light rail schemes on the continent
i)
What has been the experience in delivering light rail schemes on the continent?

· Continental Europe invests in light rail as a catalyst for economic regeneration and to support growth, mobility and social development as well as meeting environmental objectives.  France has delivered more than three times as many schemes as Britain over the last two decades and Spain double.  France alone has 30 new lines and extensions planned for delivery in the next five years.

· There has been extensive modernisation of existing systems in Germany, Switzerland, Netherlands, Belgium, Austria and Scandinavia.  Eastern European countries are taking advantage of EU funding to establish LRT projects worth several billion Euros.
· Some European countries are expert at making best use of existing infrastructure wherever possible with refurbishment, replacement and renewal projects alongside new schemes.
· Almost all of the European cities with the highest comparative GDP levels have modern urban transit systems, except those in Britain.  The European urban rail market is a €20 billion a year market.
ii)
What are the common issues and barriers, and how have these been addressed?

· Public funding is as constrained as in Britain but there is more local decision making and tax raising (France’s “Versement de Transport” for example). 
· There are economies of scale associated with a co-ordinated national policy (e.g. rolling stock procurement “in bulk” in France with the purchase of the same vehicles for several tram schemes). 

· Integration with land use and economic development is far more coherent.  European countries have integrated departments with devolved power to organise public transport at the local/sub-regional level.

· Continental Europe has demonstrated how to achieve Integration with other transport systems – shared running of light rail and tram-train schemes with heavy rail across Europe; integration of bus/BRT and LRT on suitable corridors not as competition.
· Many different funding mechanisms have successfully delivered more local decision-making and powers to raise finance, through infrastructure funds, Public Private Partnerships, prudential borrowing or other congestion-reducing measures which are backed up by national or federal support.
iii)
What are the key lessons from Europe in progressing light rail? 

· Continental Europe recognises the need for transformational transport projects.

· Other European countries have the ability to combine local transport decision making with funding capacity, giving passenger transport authorities access to local funding to supplement central money to realise their LRT plans as an integral part of public policies which are supported by but not focused solely on transport priorities.  
· Light rail is promoted not purely as a transport solution but as a transformational project delivering transport, urban renewal, social cohesion and development, improving the image and attractiveness of the urban area.  Local politicians or elected representatives are committed to LRT and have the power to plan, realise and fund it as a "project of the century".  
(c)
To examine current UK government policy towards light rail

(i)
Where have we got to on government light rail policy?

The LRTF's specific concerns with the current position are that:

· there is no published policy towards trams or LRT in general.  The Department's draft policy guidance indicated a position which was neither supportive nor neutral towards the tram mode.

(ii)
What are the challenges for light rail in the current and future policy context?

· The cancellation of tram projects, particularly at a very late stage as in the case of Merseytram, Leeds Supertram, Manchester and South Hampshire has left the private sector (as well as the public sector) to write off substantial bid costs (this remains the case where an element of cost is reimbursed by the public sector).  This combined with uncertainty reduces the appetite for bidding on future schemes.

· The limited number of transactions since the cancellations has each proceeded on a different risk and financing model.  Experimentation can be helpful if it leads to lower scheme costs related to better risk allocation e.g. in Merseytram and possibly Manchester.  Conversely, the lack of a standard model with what is regarded as fair risk allocation leads to increased private and public sector upfront costs for each competition.

· In the UK tram schemes are expected to carry the cost of utility diversions and streetscape improvements.  There is also a lack of standardisation.  All these areas increase the overall cost of schemes compared with other European countries.

(iii)
What has changed since the Transport Select Committee Report of 2004?

· Following the Transport Select Committee 2004 report, the DfT produced very detailed and complex guidance for transport authorities in relation to LRT schemes and there was a considerable amount of consultation with the industry, through UKTRAM, LRTF and other industry participation.  The guidance remains in draft and by agreement with the industry is no longer progressing.  In LRTF's view, the draft guidance was too complex and displays a policy position which is neither neutral nor supportive towards light rail.

· It is not clear that following the Eddington Report the NATA Refresh has led to any improvement and LRTF remain concerned that the environmental benefits of CO2 and harmful emissions reductions and the socio-economic benefits of regeneration and improvement of the urban realm associated with LRT schemes ("LRT Benefits") are not adequately factored into the assessment.
· The crisis in the banking system has made the raising of project finance, which has been an important aspect of private finance, much more challenging.  There is less competition amongst funders, margins are higher and terms are much shorter than the 25-27 years required for LRT projects.

(iv)
What might we expect of future governments?

LRTF considers that:

· Central government should facilitate local transport schemes and that LRT Benefits should be better represented in the appraisal system and factored into NATA.

· More flexibility will be required over the length of concession periods, the inclusion of further extensions without the need for re-tendering, the term of project finance and refinancing arrangements.

· We understand the need for Government to ensure that it obtains value for the general tax payer contribution but we consider that the Department and local transport authorities/PTEs should have a procedure by the time of a TWAO and the launch of a competition which removes the current uncertainty over the availability of the public sector funding.

· Local transport authorities require clear taxation raising powers for local transport schemes (as in France) rather than congestion charging and work place parking levy which the public regard as disguised taxation.

· Government should get behind a national policy to support light rail schemes in appropriate places and engage with industry partners in order to drive down costs and establish efficient delivery methods.
(d)
To consider the opportunities and risks in developing light rail systems in the UK
i)
What are the risks involved in developing light rail in the UK?

LRTF understand that delivering LRT is challenging for public promoters, private investors and financiers alike, despite its proven benefits  The number of successful projects are outweighed by those which have run into difficulties, either in procurement or in implementation, highlighting key risks. All stakeholders have a part to play in learning from past mistakes.
The main risks identified, which must be tackled urgently are:
· Dealing with multiple interfaces – particularly with street running systems there are multiple land owner, utilities, authorities and system interfaces increasing the level of complexity and uncertainty that can raise cost.

· Managing the complexity associated with different appetites for risk involving Government, the promoter and each member of multi-discipline consortia tendering for single concession contracts.

· Systems integration and completion risk including sharing between the turnkey contractor and concessionaire, who may have additional risks associated with late delivery.
· Sharing patronage and revenue risk, dealing with external factors affecting growth, competition, supporting regeneration.
· Local transport authorities are reluctant to agree to control on policy changes such as car parking; congestion charging or road pricing; bus competition and fares; priority for on-street systems and future decisions on regeneration investment and property zoning, all of which can significantly affect the case for LRT.

· The potential for downside revenue risk can affect the funder’s view of the level of debt that can be included in the funding of schemes, which means that a private financing, with substantial revenue risk, can represent poor value for money for the public sector.
ii)
How are these currently addressed? Are there better ways of addressing risk?

Different contractual structures and forms of risk sharing are being tried, recognising the unique challenges of LRT projects.  Depending on the procurement method and contract type risks may not be most efficiently allocated or managed.  There is also a lack of consistency or support from Government to sharing risk. LRTF submits that improvements could be made in the following:
· Greater early design by promoters, minimising betterment issues and tying municipalities into the concession contract structure resulting in higher sunk costs that should be shared by Government.
· Better approaches to managing the multitude of interfaces inherent in building in congested cities.
· A fair approach to risk sharing recognising the appetite for risk of different participants and multi-party consortia.
· Greater understanding of the risks of separating procurement of the delivery of the infrastructure from the operating services, and again from procurement of the rolling stock.
· Supporting the promoter to resolve cost and delivery issues such as securing land, utilities diversions, agreement from highway authorities prior to inviting tenders.
· Considering introduction of economic regulation within existing light rail schemes, studying the transport and utilities sector (e.g heavy rail, airports, water etc), which could help support sustainable levels of risk transfer to the private sector in difficult areas such as revenue risk.
· Different approaches to sharing of farebox and associated revenues between the public and private section.  Revenue risk sharing can have many benefits for all parties, not just improving the funding amounts and terms that can be achieved.  Sharing of risks means that the interests of the public and private sectors are more closely aligned than when one party is fully protected.  Indeed, the public sector will be incentivised to adopt policies that will help the LRT to thrive and to think twice about introducing measures that might damage LRT revenues.
iii) What are opportunities that light rail offers?
LRTF cite the following significant benefits of LRT that are entirely consistent with wider Government policy:
· Delivering world class 21st century cities that can compete in Europe
· Providing the single greatest opportunity to achieve carbon reduction from transport in our congested city regions.
· Reducing city pollution and increasing the use of clean, renewable energy in transport.
· Reducing the £2.4bn in health costs from air pollution attributable to transport. 

· Reducing fatalities and injuries on Britain’s roads.
· Contributing to urban regeneration and employment growth, each scheme contributing to the creation of thousands of jobs and generating several £100 millions for the economy. 
 (e)
To examine how a fairer, more effective and efficient framework could be established for the appraisal, development and implementation of modern tram schemes in the UK.

i) What can be done to take forward modern tram schemes?
The current system for appraising and delivering light rail schemes creates delays, difficulties and cost inefficiencies that could be avoided or mitigated with a more positive and co-ordinated approach by Government.  Through the LRTF the industry is actively addressing the issues that have been holding back LRT schemes in the UK, including scheme costing and procurement processes.  Support must be given to those who are identifying and applying best practice to benefit future schemes, which includes:
· Senior level Government role for developing light rail policy in the UK.
· Change to the appraisal process to remove the financial and value for money bias against light rail.
· Improvement of the mechanism for valuing schemes that significantly reduce carbon emissions.
· Better support for the integration of development/regeneration value with the case for light rail and other public transport investment.
· Synchronising planning and transport delivery issues to reduce the timescale for implementation.
· Empowering local/regional authorities to promote and deliver LRT against integrated social, economic and transport objectives.
· Supporting an intelligent and knowledgeable client base in developing contracting structures with collaboration over roles and responsibilities for commissioning and incentivising suppliers to align commercial needs with project objectives.

ii) How can government, promoters and industry work better together?

· Crucial role for the LRTF to act as a collective advisor to the industry and as a lobbying group to Government with a more active two-way dialogue.

· Industry supported research to reduce the cost base.

· Task force and guidance on project risks and how these are accounted for in LRT schemes, learning lessons from UK and other European project delivery.

· Regular briefings/discussions by the industry to senior politicians.
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