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AGENDA
The light rail sector strikes fear in the hearts of contractors, and with good reason. Laing, Amey
and now Carillion have all suffered losses on tram schemes but there are still more under way,
as Alasdair Reisner reports

A BARGE pole. Let's face it, it's not the most common piece of equipment in the construction
industry. It's difficult to think of a use for one on site, except perhaps for waking up a dozing
banksman without having to leave the site office. So it is surprising that Carillion chief executive
John McDonough said last week that he had finally found a use for such a device.

But Mr McDonough had a specific reason for this statement. His company had just waved
goodbye to £10 million, lost on delays to the firm's £173 million Nottingham Express Transit tram
scheme. Mr McDonough was pointing out that his firm would not touch a similar scheme in the
future with the aforementioned piece of canal navigation equipment.

He is not the only one. The last 12 months have seen more and more firms turn their backs on
the sector, which should be showing a great deal of promise.

With six schemes already in operation around the country, a further three currently in
procurement and the Government making noises about building up to 25 in cities around the
UK, the light rail sector should be a booming market for contractors. So why are they running
scared?

The history of recently built tram schemes offers some pointers towards the problem. Carillion is
not the only firm to have taken a kicking financially by getting involved in the light rail sector.

While it may not have been the final nail in the coffin, the heavy losses experienced by Laing in
building the Midlands Metro in Birmingham and Wolverhampton contributed to the dire financial
state in which the company found itself in 2000, when it ended up having to sell its construction
arm to O'Rourke for just £1.

Meanwhile, Amey's track record at Croydon (see right) has put the frighteners on the whole
sector.

One contractor who has since turned its back on such jobs said: 'Put simply, too many of the
recently built tram projects have ended up with the contractor and the rest of the consortium
losing a lot of money. It's not rocket science to work out that this may not be the best way to
employ our resources.'

Another contractor said that the whole sector needs a shake up: 'You look at even the most
successful projects like Manchester. It's massively oversubscribed, people are using it in their
droves and yet the company running it can't seem to make any money.

'It doesn't excite you about getting into the market.



We'll be keeping an eye on developments but for now we are not getting involved.'

Both Leeds' £500 million Supertram plans and Hampshire County Council and Portsmouth City
Council's joint £190 million South Hampshire Rapid Transit scheme have borne the brunt of this
changing market sentiment to light rail.

Both schemes are working towards preferred bidder and have bids on the table from
contractors. But both have also seen major names (Carillion and Amec in South Hampshire,
AWG and Mowlem in Leeds) drop from the running out of fear over their viability.

Such is the mistrust of light rail schemes that the Civil Engineering Contractors Association has
made representation to Government suggesting that the money could be better spent on more
traditional transport schemes.

A CECA spokesman said: 'We have no information on Carillion's case, however our long-
standing concern that light rail is a relatively expensive public transport option was raised at our
last meeting with the previous minister for transport, who was in agreement with us on this point.

'We will continue to raise the concern at the appropriate level that contractors are getting a low
return for a high level of capital investment in these schemes.'

Conscious of these problems, new schemes coming to the market are being organised to re-
ignite interest from contractors.

Nick Scales, chief executive and director general of Merseytravel, responsible for building
Liverpool's £225 million Line 1 scheme, said: 'We are doing everything we can to de-risk the
scheme and find where all the statutory issues will be on the line. We have done a tree survey
and are doing a topographic survey. Where we are not sure we are digging trial pits for utilities.
We've also had an independent check of our financial report from both the transport economist
at the Department for Transport and the Treasury.

'We are maximising our contact with the private sector to let them know what is happening at
every stage. By early next year we will have a private sector partner in place but we are
deliberately avoiding constraining it because we want it to bring innovation to the contract and
be happy to work with us.'

Construction of the scheme is due to start by 2005 and the line is expected to open by 2007.
Only then will Mr Scales know whether the measures he has put in place will have saved his
project from the problems that have befallen some of its predecessors.

The Croydon effect

THE CROYDON Tramlink project was one of the schemes that nearly sank Amey until its
version of Chelsea's Roman Abramovich came along in the form of Spanish contractor Ferrovial
and bought up the firm for £81 million in the spring.

The 27 km-long route opened late in 2000 (it was due to come into service a year earlier),
having been plagued by a series of signalling problems.

But these were insignificant compared with the whammy Amey was to suffer over the following
years which eventually saw it write down £41 million on the project last year. This was a quarter
of the £122 write-down the firm was forced to make in 2002, and with masterly understatement
chief executive Mel Ewell would later admit: 'Clearly Croydon hasn't helped us.'

Amey says it has accounted for all the liability on the project and Mr Ewell has said: 'The issue
was to get Croydon turned around and on that we have.' As to why the project has been such a
disaster for the firm he concluded: 'There are not enough people on the tram paying enough
money.'



Amey is still a stakeholder in the Special Purpose Vehicle running the scheme but, judging by
Mr Ewell's comments, it can't be expecting too much return.

This wasn't what the Government had in mind when it talked about getting people out of their
cars in town and city centres as part of its 10-year transport plan.

The Croydon Tramlink cuts a swathe through the heart of the town but arguably its most useful
stop is the one that links the tram with East Croydon station and trains to London.

It also makes a series of stops along Purley Way, a retail area plonked on the edge of the town
served by giant car parks.

The Croydon tram with its two carriages simply cannot hope to compete with the convenience
factor offered by the car.

Light rail schemes

OPERATIONAL

Tyne & Wear Metro - the original and to many still the best modern light rail system in Britain.
Carries 36 million passengers a year and was recently extended out to nearby Sunderland.

Docklands Light Railway - opened in 1987 and has been a major success ever since, thanks
largely to the development of Canary Wharf.

Manchester Metrolink - first stage built between 1990 and 1992. Procurement is currently under
way for the third phase but had to be bailed out by Government after bids came in significantly
over budget.

Croydon Tramlink - construction started in 1997, opened in 2000. Suffered major problems (see
box).

Birmingham Midlands Metro - opened 10 months late in 1999. Altram consortium ended up
paying £25,000 a day for the overrun.

Nottingham Express Transit - Carillion took a £10 million hit caused by delays to the opening.
Due to open this November but likely to miss this date.

Sheffield Supertram - popular and successful scheme built between 1991 and 1995.

IN PROCUREMENT

Leeds Supertram - Mowlem and Amec both dropped out of bidding for the £500 million scheme
over funding fears. Winner due to be announced in the autumn.

South Hampshire Rapid Transit - on hold after prices from remaining two bidders bust
Portsmouth City Council and Hampshire County Council's budget.

Liverpool Merseytram - recently shortlisted five bidders. Due to start construction in 2004/5.

PROPOSED

South Gloucestershire Rapid Transit - expecting to make application for Transport and Works
Act to progress the scheme this year.

Tyne & Wear Orpheus - £1 billion extension to Metro system. Currently in early planning.

Edinburgh - currently awaiting shortlisting of bidders for £390 million project.

London - Cross River Transit and West London transit schemes at early stages of development.


