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ez Background to the PPP

LUL urgently needed subsidy

« £1.5 billion investment backlog

«  Stop-start funding and annual spending limits - very inefficient

« The PPP was the government’s solution to the issues

« Challenged by TfL through judicial review

«  Ongoing management shows that many of TfL’s original concerns are bearing out

 However, LUL fundamentally needed (and still needs) this investment to meet
increased demand and prevent near life-expired assets from deteriorating

Government Grant (Em) Passenger Journeys (Millions)

O Core LUL Grant B JLE & CrossRail
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London Underground’s role

* Infrastructure Controller
* Train Operator

« Station Operator

« Safety Case Duty Holder




ngecing Infraco’s role

* Provide
* Maintain
* Renew
« Upgrade
All engineering assets / services




&==h Structure of the PPP

Nature of relationship
— Contractual
—> Ownership
== =» Funding

|
v

PPP Contractual relationship

4_—_—_—

4 )\
Connect PFI
\\
4 )
Power PFI <
1\ J

Prestige PFI

[ PPP Arbiter ]




== Three Infracos: Two Consortia

N 4
Tube Lines
‘. To deliver an outstanding Tube for London
Deep tube BCV | Deep tube JNP Sub-surface
Track km 300 370 365
Stations 75 100 95
Trains 170 250 180
Staff 2150 2000 2000
15-year spend £4.7bn £6.0bn £6.1bn
Bombardier
WS Atkins
Bechtel
Eg';oér Beatty Tube Lines Amey (Now
nergy To deliver an outstanding Tube for Lendon idi i
Thames Water 4 - subsidiary of Ferrovial
SA and bought Jarvis
shares)

(15-year spend as per original CFO bids)
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Tube Lines Ltd

Secondment
Arrangements (Contracts
with Shareholders)

Tube Lines contracting structure

Subcontract
Arrangements

(Competitively Procured)

Construction

O&M Personnel Personnel Rolling Stock Signalling Track
Amey Bechtel ALSTOM _
5 I 5 I Transport Alcatel Grantrail &
ersonne ersonne -
seconded to Tube seconded to Tube Delivery of Provision of new Trackwork JV

Lines

Base fee plus share
of Tube Lines high
performance
benefits and low
performance costs

Lines

Base fee plus share
of Tube Lines high
performance
benefits and low
performance costs

Line train cars

Target Price
Contract

- PFI

additional Jubilee

Northern Line trains

signalling systems

Target Price
Contract

Renewal and
replacement of track

Target Price
Contract

10




AR '
ez Metronet contracting structure

Metronet
Programme Management
[
[ |

[ [
Rolhryg sto'ck Track Stations Civils
and signalling
I l I I
Bombardier
_ ' Balfour Beatty Rail Infraco station Infraco civils
(Largely fixed price) management management
) . (Framework schedule
Trains & signals of fixed rates)
SBSCII_V -22620(?(;71 BCV - £300m o Trans4m o Trans4m
- , m
_ SSL - £160m % Balfour Beatty % Balfour Beatty
Maintenance (30 yr total) = WS Atkins = WS Atkins
BCV - £269m Thames Water Thames Water
SSL - £917m — EDF Energy EDF Energy
rackforce
Bombardier have sub- (Target cost) (Target cost)
contracted signalling (In-house contractor) BCV - £705m BCV - £224m
work to Westinghouse Approx 10% of trackwork SSL - £537m SSL - £396m

The Alliance

Parties combine their resources and expertise to execute the Works in the “spirit of
collaboration”. Parties also agree not to pursue claims against each other for losses

and damages
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escin The PPP Contracts

 Predominantly output based contracts aiming to deliver:

Upgrade of all assets and increased system capacity
Improve asset performance and reliability

No compromise to safety

Optimisation of Capex vs. Opex spend

Risk transfer (within limitations)

- Key concepts

Performance based incentives for all of the maintenance and significant part of
renewal

Solutions are often at the option of Infraco
Focus on ‘whole life asset management’
Some areas input specified on milestones (e.g. stations)

« 30 year contracts — some parts of the contract seek to provide mechanisms to deal with
the challenge of this length of contract

Periodic Review every seven and a half years (repricing and restatement of terms
within limits)

Whole life asset management obligations

Role of Arbiter — if parties can not agree price

‘Notional Infraco’, ‘Economic and Efficient’ and ‘Good Industry Practice’ concepts
Extraordinary review provisions
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&= Cost/Revenue Profile (as per bids)

£000

2500.0

2000.0

1500.0

1000.0

500.0

0.0

Expenditure Summary

Capex is weighted towards first half of contract

o

1 i

g

Revenues are higher in the second half

Opex is relatively flat throughout contract

1 2 3 4 5 6 7 8 9 10111213 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
year

CICapital
expenditure

T INet interest
payable &

fees
BN Tax payable

CCperating
expenditure

=== Revenues
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Performance Regime and
Delivery Obligations
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PPP Incentive Regime

Obligations
PPP

ReSldﬁéﬂ '—'l‘;e Incentive Standards
Benchmarks Structure
Asset Condition
Benchmarks

Performance
adjustments

Corrective

Termination
Mandatory Sale

15
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PPP Incentive Regime

-

Performance

To incentivise Infraco performance for
Capability (capacity), Availability (reliability),
Ambience, Facilities and Fault Rectification

as well as Station Upgrade delivery

\

)Remedies - mainly financial adjustments.

~

-

To incentivise amount of life left in the assets
at the end of the 30 year contracts

Residual Life benchmarks

Remedies - Failure to meet at expiry date,

Qmpensation determined by independent valu9

\

1t

/I_
\l_

Contract
processes

_I\
_l/

v

«
4 N

To incentivise Safety, Corporate |dentity,
Customer Service Delivery, consistency etc.

Standards

Remedies - CANs, Engineering Notices,

Step-in to ultimately Termination

7/

- J

A

Asset Condition benchmarks

To incentivise the upgrade and renewal of assets
(making up the backlog that existed at Transfer)

Remedies - LU may withhold from ISC amount equal
k to estimate of cost of achieving benchmark J

N

16




UNDERGROUND

= PPP performance payment regime

No bonus payments for
performance better than Cap

Cap

Bonus payments for
performance better than Benchmark

Benchmark

Abatements for
performance worse than Benchmark
(twice the bonus rate)

Unacceptable

Abatements for
performance worse than Unacceptable
(three the bonus rate)

Bid Infrastructure Service Charge adjusted for levels of performance achieved by the
Infracos

17
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Capability
Line upgrades

* Run time (train performance)
 Headways (signal performance)
* Door performance

« Car layout

« Control functionality

« Junction layouts




==mia Phasing and scale of the Line Upgrades

2005

13%

2007

28%

2015 2017 2019

Network
Journey Time
will be reduced
by 16%




== Phasing and scale of the Line Upgrades

2005 2007 2009 2011 2013 2015 2017 2019

u Network

Capacity will be
Increased by
48% 28%

30%

__26% [
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=== Avallability

« All Service Disruptions > 2 minutes
* |mpact on customers
« Elapsed time delay (initial delay in minutes)
« Convert to lost customer hours
« Conversion varies by:

— Location

— Direction

— Time of day

— Day of week
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UNDERG'ROUND Amblence

 Cleanliness

o Litter

o Graffiti

« Condition

« Appearance
« Heating

» Lighting

* Ride Quality
* Noise

 Public address
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== Facilities

Platform Edge Doors
Toilets

CCTV

PA

Dot Matrix Indicators
Help Points

Clocks

Cleaning Audit
Mobility Impaired Lifts

15t 1124 Upnirists
wery LT, LRI 1Y

e HSTER LT
2nd 1212 TERMIMATES

11:26:10




ety Fault Rectification

All other faults

Broken window
Loose tiles

Spillage on platform
Light-bulb not working
Noisy escalator

Graffiti on station

Track faults

24



AR
UNDERGROUND
uwr

Rolling Stock Fault Rectification

Handheld
Saloon side of the train devices

« Light tubes out

Loose grab poles
« Graffiti

« Damaged poster frames

e Torn seats

 Broken arm rests

25



£==% Station Modernisation & Refurbishment

Part input specified

Repaint and redecorate
New flooring

New tiles

Refurbish renew signage
Refurbish replace seating

Anti-carbonisation treatment of
concrete surface

Enhancement of facilities
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: Train Refurbishment

Part input specified

* Replace internal paneling and
ceilings and flooring

« Replace windows with scratched
graffiti

« Refresh external corporate livery

« Make trains more accessible for
mobility impaired customers

* Replace all seating

« Enhancement of facilities

27



UNDERGROUND

Age of fleet

Metropolitan (A stock

1960/62

Train Refurbishment

Refurbished

Refurbished 1994/97

PPP Obligations

New trains 2015

Victoria 1967 Refurbished 1991/95 New trains 2013 Refurbished 2032
Circle (C stock) 1969/77 Refurbished 1991/94 New trains 2015
H&C (C stock) 1969/77 Refurbished 1991/94 New trains 2015

Piccadilly

Central

1973

1992

W&C

1992

Refurbished 1995/00

New trains 2014

Refurbished 2017

Refurbished 2017

Refurbished 2017

28
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o What the PPP delivers

Increased network
capacity of
approximately 28%

rrrrrrr

.......

......

Significantly improved
reliability of assets
(50% in first 7 Y2 years
75% over 30 years)

Upgrade of all
asset groups and
improved asset health

H:mhenw*

............

%, Actan City
Ealing Braadway ’ =

Park da\mny uuuuuuuu O Cheus

.........

All stations
refurbished every
seven and a half years

New tralns on

all lines (except
Central, Jubilee,

Northern and W & C lines)

| e
[ Aligate g{s:.um-, Green || Churen ”

l

I« Exst Puitidy
—

86 stations completely
modernised

710 kilometres
(84%) of track
replaced and renewed

'Eoe uuuuuuuuuu

.......

All 523 lifts and
escalators replaced
or totally refurbished
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PPP Performance
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== Overall PPP performance to date

 Metronet & Tubelines have had a number of achievements and
performance improvements including :
— Jubilee Line 7t car
— Wembley Park Modernisation
— Graffiti reduction

— Availability improvements on some lines

« But Concerns exist
— Northern line Availability performance
— Metronet stations upgrade programme

— Inconsistent and slow progress on asset reliability performance, particularly
for train control (signalling and track)

— Engineering overruns
— Metronet failures on the District line track programmes

— Little evidence of ‘whole life asset management’ approach

31
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Contract performance — Availability

« Reduce Lost Customer Hours by 39% (achieved 23%) by the end of the 4™ contract year
* Reduce Lost Customer Hours by 49% by the Periodic Review
* Reduce Lost Customer Hours by 65% by the end of the PPP Contract

LCH per period

2,500,000

2,000,000 -

1,500,000

1,000,000

500,000 -

Infraco Lost Customer Hours - Pre and Post Transfer Performance

(Including LCH in abeyance)

/\r\ﬂl\\ - AN

Year 1

\

Year 2

Year 3

Year 4

T AN

VR

~o4

Al

v

vy

*~—]

1234567 891011213123 45267 891011213123 45267 891011213123 4567 8910111213123 4567 891011213123 4567 89101121312 345¢6789 1011

Period 2000/01 to 2006/07

—&— Actual === Bid Annual === Bid Periodic Review

Bid PPP End e==== 13 per. Mov. Avg. (Actual)
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== Contract performance — Ambience

» Performance has improved from 66.2 in year before PPP to 71.4 in first half of year 4
» This represent an improvement of 7.8% in overall ambience performance to date

Ambience Performance
All ambience attributes

72

71

70 - e

69 1/ \ o - .
™ \\t

68

g e

65
64
63
62

Score

{203 412341234123 41234123412
Quarter - 2000/01 to 2006/07




e Contract performance — Litter, cleaning & graffiti

» Performance has improved from 65.1 in year before PPP to 71.2 in first half of year 4
* Represent an improvement of 9.4% in cleaning, litter and graffiti performance to date

Ambience Performance
Station & Train cleaning, litter and graffiti

72

70

68
o
S 66 -
0

64

62

1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2
Quarter - 2000/01 to 2006/07
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Contract performance — Fault Rectification

Step change in the number of faults reported following going live
« Time taken to clear faults has reduced from approx average 5 days to 2.5 days
» Contractual ‘Standard Clearance Times’ set at 25% took longer to clear, now 13%

No. of faults

9000

Fault Rectification Faults - Pre and Post Transfer performance

8000 +

7000

6000 +

5000 +

4000 +

3000 +

2000 +

1000 +

12345678910111213 123 456 7891011121312 345 678 910111213123 4 567 8910111213 123 456 789 1011121312 345 678 910111213123 4567 89101112

Period 2000/01 to 2006/07

——— COUNT Incident Number

Duration days 13 per. Mov. Avg. (Duration days)

7.0

1 6.0

+ 5.0

+ 4.0

+ 3.0

1+ 20

+ 1.0

Average fix time (days)
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ez Contract performance — Facilities

« Step change in the number of faults reported following going live
* Only a slight reduction in the number of faults since Transfer
» Time taken to clear faults has reduced from approx average 2.5 days to less than day

Average fix time (days)

Facilities Faults - Pre and Post Transfer performance
2000 4.0
1800 | 35
1600 +
+ 3.0
1400 +
@ 1200 + 125
=
©
< 1000 + + 20
o
(]
=z 800 + + 15
600 +
+ 1.0
400 +
200 + + 05
0
1234567 8910111213123 456 7891011121312 34567 8910111213 123 456 789 1011121312 345678 910111213123 456 78 91011121312 345678 9101112
Period 2000/01 to 2006/07
——— COUNT Incident Number Duration days 13 per. Mov. Avg. (COUNT Incident Number) 13 per. Mov. Avg. (Duration days)




UNDERGROUND

=i Asset performance — Rolling stock

* Performance improved from 5,935km in year before PPP to 9,231km in year 4
* This represent an improvement of 56% in rolling stock reliability performance to date

Rolling stock reliability
Mean Distance Between Failures

11,000

/N A

9,000 A A /\\/J \A/A
N LW
000 \ /\V/\/\ | —N

i SNV

. W\/\W‘—\\

4,000

Kilometres

3,000

123 456 7 8 9 10111213 12 3 4 5 6 7 8 9 1011 12 13 1 2 4 56 7 8 9 10111213 1 2 3 4 5 6 7 8 9 10111213 1 2 3 4 5 6 7 8 9 10111213 1 2 3 4 5 6 7 8 9 10 11 12

Period 2001/02 to 2006/07
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UNDERGROUND

Asset performance — Train Control

» Following early improvement in performance turned for worse in year 4
» Deteriorated from 200 failures per period in year before PPP to 253 per period in year 4
» This represent a deterioration of 26% in train control equipment reliability performance

No. of failures

350

300 -

250 +

200

150

100 -

50 -

Train Control reliability
Number of failures per period

—~o AN
Y

\ A/ \[ V\/ —7
\ \"

12 3 45 6 7 8 9 1011213 12 3 4 5 6 7 8 9 1011 1213 1 2

3 45 6 7 8 9 1001121312 3 456 7 8 9 101112 1312 3 45 6 7 8 9 1011213 1 2 3 4 5 6 7 8 9 101 12

Period 2001/02 to 2006/07
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UNDERGROUND

Asset performance - Track

 Following early improvement in performance turned for worse in years 3 and 4
» Deteriorated from 77 failures per period in year before PPP to 166 per period in year 4
» Excluding the ‘failure to de-stress SSL track TSRs’ track performance has got 18% better

Kilometres

200

180

160 -

140

120

100 -

80

60

40 -

20

Track reliability

Number of failures per period (Including TSRS)

TSRs due to failure to
prepare SSL track for
summer temperatures

>

A

A

| \/ v

123456 7 891011213123 45¢6 7 89 1011213123 45¢6 7 89 1011213123456 7891011213123 45678 910112183123 452%6 789 101112

Period 2001/02 to 2006/07

39



Station Upgrade Performance
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Renewal performance — BCV Stations

Year 2

mber of full Payment Periods variance to Contract Date

13+

mber of full Payment Periods variance to Contract Date

1 2 3 4 5 6 7 8 9 10 | 11 | 12 | 13 |13+

2004/05 Stations Actual /
Contract Forecast
date date
West Ruislip (R) 05/03/05 10/08/05 3/3 C O I I I p I et e d
Chigwell (R) 05/03/05 16/01/06
Roding Valley (R) 05/03/05 03/02/06
Infraco
. Actual / LUPM
2005/06 Stations Contract Forecast Forecast p"rﬁe?/‘i’sum:f”;rfe’:;t Status S5]1-4]138]|-2]-1
date date alas =
Bond Street (ER) 04/03/06 26/03/07
Hainault (M ) 04/03/06 27/06/07
Epping (M) 04/03/06 05/03/07 Y 3
South Ruislip (R) 04/03/06 24/01/07 e ar
Northolt (R ) 04/03/06 24/11/06
East Acton (R) 04/03/06 10/04/07
Leyton (R) 04/03/06 18/04/06 3 / 1 3 C O m I et e d
Wanstead (R) 31/05/07 26/06/07 p
Fairlop (R) 04/03/06 05/03/07
Snaresbrook (R ) 04/03/06 06/03/07
South Woodford (R ) 04/03/06 21/03/07
Loughton (R) 04/03/06 31/03/07
Theydon Bois (R) 04/03/06 04/03/07 =
Walthamstow Central ( ER ) 04/03/06 22/02/08 I 10/03/08 LATE
Infraco
) Actual /
2006/07 Stations Contract Forecast Y e a r 4
date date
Elephant & Castle (M ) 22/07/06 30/04/07
Queensway (M) 28/07/06 14/06/06
Lancaster Gate (M) 29/10/06 17/11/06 C O I I I p et e
Maida Vale (M) 15/09/07 15/09/07
Piccadilly Circus ( ER ) 28/04/07 11/05/07
North Acton (R ) 03/03/07 28/09/07
Leytonstone (R ) 03/03/07 28/11/10
Holborn (ER ) 03/03/07 24/12/07
Bethnal Green (M ) 18/08/07 12/09/07 12/09/07
Mile End (M) 26/04/08 24/07/08 03/10/08
Woodford (R) 03/03/07 23/07/07 18/09/07 LATE

mber of full Payment Periods variance to Contract Date
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Renewal performance — SSL Stations

Y e ar 2 mber of full Payment Periods variance to Contract Date

Infr]
Act
Ford

2004/05 Stations

=4 5/5 completed
Plaistow (R ) 05/03/05 31/4
North Harrow (R ) 05/03/05 13/(
Bow Road (M) 05/03/05 05/1
Turnham Green (R) 05/03/05 03/q
Dagenham Heathway (R ) 05/03/05 24/(
Number of full Payment Periods variance to Contract Date
MP | Movement | | | | | |
2005/06 Stations
I Fd
Contract date
Northwick Park (R ) 23/08/05 24
Bayswater (ER ) 20/08/05 16, e ar
Ruislip Manor (R) 31/12/05 16,
Aldgate East (M) 04/03/06 09,
Becontree (ER ) 04/03/06 27 m
Dagenham East (ER) 04/03/06 27 C O p e e
Eastcote (R) 04/03/06 16,
Great Portland St (ER ) 04/03/06 28
Ruislip (R ) 04/03/06 24,
Shepherds Bush (H&C) (R) 04/03/06 31
Stamford Brook (R ) 04/03/06 12
Uxbridge (R ) 04/03/06 14/09/07 24/12/07 LATE
Putney Bridge (M) 31/03/06 09/11/06 09/11/06 DIS
[ umber of full Payment Periods variance to Contract Date
MPO

2006/07 Stations

1 Fd
Contract date Y e a r 4
Pinner (R) 15/07/06 04

Tower Hill (ER) 22/07/06 11

Euston Square (ER) 22/07/06 08

s P =15 1/15 combpleted
Ravenscourt Park (R ) 03/03/07 12

Gloucester Road (ER) 03/03/07 27

Bromley-by-Bow (R ) 03/03/07 24

Elm Park (R) 03/03/07 18,

Upminster Bridge ((R ) 03/03/07 26

Watford (R ) 03/03/07 10

Northwood (R ) 03/03/07 09/07/07 01/06/07
Northwood Hills (R ) 03/03/07 26/04/07 16/05/07
Preston Road (R ) 03/03/07 24/07/07 24/07/07
Farringdon (M) 03/03/07 09/10/08 09/10/08
Cannon St. (ER) 03/03/07 18/12/08 08/01/09
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Renewal performance — JNP Stations

2004/05 Stations

Year 2

umber of full Payment Periods variance to Contract Date

Contract 9 / 9
date COII' D e e L 10 ) 11 | 12 | 13 |13 +
Northfields (ER) 04/01/05
South Harrow (ER) 04/01/05 =
Arnos Grove (ER) 04/01/05 O n t I m e
Burnt Oak (M) 04/01/05
Tufnell Park (M) 31/03/05 STTUSTUD DTS
Borough (M) 04/02/05 04/02/05 DIS
Kennington (M) 30/04/05 30/04/05 DIS
Kilburn (ER) 04/01/05 04/01/05 DIS
West Hampstead(ER) 04/01/05
Number of full Payment Periods variance to Contract Date
Year 3
Contract
date -1 10 [ 11 | 12 | 13 |13 +
St Johns Wood (M) 07/01/06
S Tou (65— 20081¢ comp etfe
Morden (M) 07/01/06
Golders Green ( ER ) 07/01/06 0
Stockwell ( ER ) 07/01/06 O n tl m e
Manor House (M) 07/01/06
Boston Manor ( ER ) 07/01/06
Sudbury Hill (ER ) 07/01/06 07/01/06 DIS
Ealing Common ( ER ) 07/01/06 07/01/06 DIS
Caledonian Road ( ER) 07/01/06 07/01/06 DIS
Turnpike Lane ( ER ) 07/01/06 07/01/06 DIS
| Number of full Payment Periods variance to Contract Date
| Movement | | | | | |
2006/07 Stations
Contract]
date -1 10 1 11 | 12 | 13 |13 +
Wembley Park (M) 27/05/06) Y e a r 4
Neasden (M) 27/05/06
Swiss Cottage (M) 27/05/06
Chalk Farm (M) 27/05/06| 1 1 / 1 1 m | t d
Kentish Town (M) 27/05/06 C O p e e
Alperton (M) 27/05/06
Knightsbridge (M ) 27/05/06 o
Hounslow Central (ER ) 27/05/06 O n t I m e
South Ealing ( ER ) 27/05/06 43
Park Royal (ER) 27/05/06
Holloway Road ( ER ) 24/05/08 28/03/08 Contract change
Heathrow T4 (ER ) 17/09/06 17/09/06 DIS
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