PART 1

Schedule 5

Capital Projects

INTERPRETATION

The provisions of this paragraph shall apply to the interpretation of this schedule 5. Subject
always to any express provision of this schedule to the contrary, wherever this schedule obliges
DLR Limited to reimburse to the Franchisee or compensate it in any manner whatsoever
(including, without limitation, pursuant to a Variation) for any costs, expenses, fees, charges,
liabilities, losses, claims or other sums (a "Cost" or "Costs") incurred by the Franchisee:

@

(b)

such obligation shall be construed as applying only to so much of the Costs as have
been properly incurred on an arm’s length commercial basis or, where not incurred
on an arm’s length commercial basis (which for these purposes shall, without
limitation, include where the payment is made to the Franchisee or an Affiliate of
the Franchisee otherwise than in accordance with a Franchisee Project Contract,)
so much of the Costs as are proper and reasonable and which (in the case of any of
them arising under any contractual obligation) would have been incurred on such a
basis and shall not oblige DLR Limited to re-imburse or compensate the Franchisee
in respect of any Costs which were incurred or arose by virtue of any negligence,
omission or default by the Franchisee or any of its agents, employees or sub-
contractors of any tier; and

the Franchisee shall, where requested by DLR Limited, provide reasonable
supporting evidence of such Costs.

PART 2 - ANNUAL CAPITAL PROJECTS PLAN

1. Contents of Annual Capital Projects Plan

The Annual Capital Projects Plan for any Fee Year shall set out the Franchisee’s capital
projects plan in respect of the Existing Railway for that year together with plans for the
subsequent three Fee Years, including the following details in respect of each Project:

1.1 Title of Project

1.2 Type of Project

This section to specify the type of Project and the stage of procurement of the Project by
using one of the following descriptions:-

(€)) Extant DLR Project;
(b) Mandated Franchisee Project;
©) Additional DLR Project;
(d) Additional Franchisee Project;
(e Franchisee Proposed Additional Franchisee Project;
() DLR Proposed Additional Franchisee Project;
((*)) Project for which the Franchisee has issued a Proposal;
(h) Proposed Additional DLR Project.
1.3 A brief statement of the rationale for the Project
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1.4

1.5

1.6

1.7

1.8

1.9

1.10

1.11

1.12

1.13

1.14

This section to include an overview statement of the requirements and aims of the
Project.

Project Value

This section to contain the Project value and the amount apportioned to the relevant Fee
Year.

Source of Funding

This section to indicate the source of the funding whether from DLR Limited or internally
funded by the Franchisee or jointly funded.

Investment Appraisal
Project Timing

This section to include a Project plan covering the main Project activities together with the
requirements for possessions and resources.

Project Risk

An analysis on the risks associated with non-completion of any Project proposed or being
carried out by the Franchisee.

The Franchisee's opinion on the impact on the image of DLR Limited and TfL.
Project Status and Progress

A summary of the status of the Project together with a plan showing the milestones
achieved.

Impact on Network Rail or LUL

This section to include a statement as to whether there will be an impact on the Network
Rail or LUL facilities adjacent to the Railway.

Impact on Annual Service Plan

Impact on Annual Maintenance Plan

Any other information reasonably requested by DLR Limited

DLR Project Requirements

The Annual Capital Projects Plan shall accommodate the DLR Project Requirements and
the Franchisee shall consult with and comply with any reasonable request of DLR Limited
in relation thereto.

Management Fee and Franchisee Staff

The Annual Capital Projects Plan will set out the proposed hourly rate for each member of

the Project Staff on the basis set out in Part 7 of this schedule 5, and rates for each grade
of Franchisee Staff in accordance with paragraph 6 of Part 3 of this schedule 5.
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PART 3 - PROVISIONS RELATING TO PROJECTS

GENERAL CONDITIONS APPLICABLE TO ALL PROJECTS — INCORPORATION OF
PROVISIONS OF FRANCHISE AGREEMENT

The provisions of clauses 1 to 58 (inclusive) of, and the schedules to the Franchise
Agreement (other than this part 3 and part 4 of schedule 5), shall apply to the obligations
of the Franchisee set out in parts 3 and 4 of schedule 5 save to the extent that those
provisions are inconsistent with schedule 5 (in which event the provisions of schedule 5
shall prevail) or are modified by schedule 5 (in which event those provisions shall have
effect as so modified).

REPORTING OBLIGATIONS OF FRANCHISEE

2.1

G

(0)

©

(d)

O]

The Franchisee shall:

keep itself fully and properly informed on all matters concerning the Projects and
promptly notify DLR Limited of all such matters of which the Franchisee is aware
and which are material to the interests of DLR Limited or the safety or operations
of the Railway;

promptly furnish to DLR Limited copies of all correspondence, reports and other
documents within the power, possession or control of the Franchisee and which are
necessary or desirable to ensure that at all times DLR Limited is in possession of all
material information and facts concerning the activities of the Franchisee, its
servants, agents, contractors and consultants in relation to the Projects;

(without prejudice to the generality of the foregoing) if required by DLR Limited,
prepare and deliver to DLR Limited monthly reports providing accurate and
complete information on the progress of the Project Services and of each
Franchisee Project, each such report addressing at least the following matters:

(0] (in the case of Franchisee Projects) progress measured against the Project
Programme;

(i) safety issues;

(iii)  matters which would or might with the passage of time result in the
Franchisee incurring additional Costs or being delayed in the carrying out
and completion of a Franchisee Project;

(iv) any actual or potential Cost overruns on Franchisee Projects;

) matters which may affect Interface Events;

(vi) any other matters which are of a material nature and/or which have or
which may be expected to have a material adverse effect on the Franchisee

or on DLR Limited.

Following completion of any Project the Franchisee shall, if requested by DLR
Limited, attend any Post Implementation Review meetings.

Following completion of any Franchisee Project the Franchisee shall prepare a
Project Close Out Report which shall include as a minimum:

(0] executive summary;

(i) outline, aim, scope, background and history of the Project;
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2.2

@

(b)

2.3

(iii) list of parties consulted in the Post Implementation Review;
(iv)  planned programme and actual programme;

) details of any financial issues and risk management issues;
(vi) details of any contractual issues;

(vii) details of any material delays, changes or compensation;

(viii) outline of the management structure of the project and details of any
management issues;

(ix)  details of any technical and construction issues;

) details of any quality safety issues;

(xi) details of any third party and regulatory issues;

(xii) an assessment of performance of all parties;

(xiii) an assessment of the achievement of objectives and specification; and

(xiv) details of any lessons to be learnt and how any improvements will be
incorporated in future project proposals.

Following completion of any DLR Project the Franchisee shall, if requested, meet
representatives of DLR Limited and provide all reasonable assistance in the
preparation of any Project Close Out Report.

The Franchisee shall:

in the case of a DLR Project give DLR Limited all reasonable assistance in:

(i) the preparation (by others) or checking of any relevant health and safety file
required; and

(i) the preparation (by others) or checking of any as built drawings; and

in the case of a Franchisee Project prepare and submit to DLR Limited for its
approval any relevant health and safety files and as built drawings.

Other general obligations of the Franchisee

Without prejudice to any express requirement of the Technical Schedules, in connection
with the carrying out and completion of each Project the Franchisee shall in compliance
with the Change Procedures:

G

(0)
©

(@

make such changes to the DLR Railway Safety Case and/or any other safety case
applicable to the Railway as may be necessary having regard to the subject matter
of the Project and its effect on the safety critical aspects of the Railway;

amend such of the Procedures as are affected by the Project;

undertake the training of staff in the safe operation and/or maintenance of the
subject matter of the Project; and

subject only to the provisions of paragraph 3.3A, accept into operation the subject
matter of the Project upon completion of the same.
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2.4

@

(0)

2.5

@

(b)

2.6

Obligations of DLR Limited

DLR Limited shall from time to time at the request of the Franchisee supply to the
Franchisee such information or data in the possession or control of DLR Limited as
is necessary for the proper performance of the Project Services in relation to the
DLR Projects and which the Franchisee cannot reasonably obtain from any other
source. The Franchisee shall be responsible for any external costs DLR Limited
incurs in providing such information.

Any request by the Franchisee for information or data pursuant to paragraph
2.4(a), and any application to DLR Limited for a decision, instruction or approval on
the part of DLR Limited pursuant to any provision of this part 3 of schedule 5, shall
be made at such times as shall allow DLR Limited a reasonable opportunity to
consider and comply with any such request or application without delaying or
disrupting the Project Services or the carrying out and completion of any of the
Projects.

Franchisee’s Duty to Warn

Without prejudice to any specific requirement of this part 3 of schedule 5 for the
giving of notice the Franchisee shall give written notice to DLR Limited (an "Early
Warning") forthwith upon becoming aware of any matter or thing:

(0] which constitutes a defect in any work or activity being carried out pursuant
to a DLR Project;

(ii) causes or would with the passage of time cause the Franchisee to incur
additional Costs or to be delayed in the provision of Project Services or in
the carrying out and completion of any Franchisee Project; or

(iii) may affect the safety, operations or maintenance of the Railway.

In the event that the Franchisee gives an Early Warning to DLR Limited the parties
shall convene a meeting as soon as reasonably practicable thereafter in order to
determine what actions (if any) can be taken to avoid or mitigate the effect of the

matter or thing which gave rise to the Early Warning.

Franchisee Personnel

The Franchisee shall employ and shall ensure that its contractors and consultants employ
only such persons as are properly qualified, experienced and competent to perform the
work assigned to them.

2.7

G

(0)

Safety Verification

The Franchisee acknowledges that it is the operator of the Railway for the purposes
of the ROTS Regulations and therefore its successor regulations (The Railways and
Other Guided Transport Systems (Safety) Regulations 2005). Accordingly the
Franchisee shall take all necessary steps under such Regulations to obtain the
approvals of the Secretary of State for Transport (or the approvals of the person to
whom the powers of the Secretary of State for Transport shall from time to time be
delegated) on each occasion that works comprised in a DLR Project or a Franchisee
Project (including altered work, plant or equipment) are brought into use for the
first time provided however that nothing contained in this paragraph shall require
the Franchisee to assume the obligations of third parties under the provisions of
the DLR Project Contracts.

DLR Limited will co-operate with the Franchisee in any dealings with the Secretary
of State for Transport (or his nominee) in relation to the requirements of the ROTS

Sch5-5



2.8

2.9

3.1

3.2

@

(b)

©)

Regulations but without thereby assuming responsibility for the consequences of
any failure of the Secretary of State for Transport (or his nominee) to give the
approvals required under the Regulations. Should the Secretary of State for
Transport (or his nominee) refuse to give the required approval and such refusal is
directly attributable to the failure of third parties to comply with their obligations
under the provisions of a DLR Project Contract, the provisions of paragraph 3.4A of
part 3 of this schedule 5 shall apply.

(INFORMATION EXEMPT FROM DISCLOSURE UNDER SECTION 43(2) OF THE
FREEDOM OF INFORMATION)

Conduct of claims relating to DLR Project Contracts

If DLR Limited receives any notice, demand, letter or other document concerning
any claim under a DLR Project Contract which it appears would entitle DLR Limited
to be indemnified by the Franchisee under paragraph 2.8, DLR Limited shall give
notice in writing to the Franchisee as soon as reasonably practicable. If it is agreed
or determined that DLR Limited is entitled to indemnity by the Franchisee,
paragraphs 2.9(b) and 2.9(c) shall apply.

Unless DLR Limited shall otherwise require by notice to the Franchisee, DLR Limited
shall at the expense of the Franchisee take such steps as it considers to be
necessary or appropriate to resist the claim or to compromise or settle the same
and the Franchisee shall give DLR Limited all necessary co-operation, access and
assistance for such purposes.

DLR Limited shall not pay or settle a claim without the prior consent of the
Franchisee, such consent not to be unreasonably withheld or delayed provided that
DLR Limited shall be free to pay or settle a claim without the consent of the
Franchisee where:

(0} it is determined by an Expert on the balance of probabilities that there is no
reasonable prospect of action against the counter-party to a DLR Project
Contract being successfully resisted; or

(i) (INFORMATION EXEMPT FROM DISCLOSURE UNDER SECTION 43(2) OF THE
FREEDOM OF INFORMATION)

DLR PROJECTS - GENERAL CONDITIONS

Description of DLR Projects

A description of the Extant DLR Projects currently being undertaken by DLR Limited is set

out in part 9 of this schedule 5. The nature of the activities that the Franchisee will be
required to undertake and the Resources and Possessions that it is anticipated the
Franchisee will be required to provide in connection with such DLR Projects are set out in

the Technical Schedules and/or the Matrices. The Franchisee acknowledges that the
Technical Schedules indicate only the general scope of the works and activities involved in

each DLR Project and as such do not address all the matters which may involve Project
Services being provided by the Franchisee although the relevant Technical Schedule may

set out a fixed monetary amount representing a fixed Management Fee and/or a fixed

amount payable for Resources.

Commencement of Project Services in relation to DLR Projects

The Franchisee shall:
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@

(b)

3.3

@

(b)

©

(d)

©

3.3A

@

from the Franchise Commencement Date diligently carry out and complete the
Project Services in respect of each of the Extant DLR Projects including all
obligations contained within the Matrices; and

diligently carry out and complete the Project Services in respect of each Additional
DLR Project from the date stated in the Commencement Certificate applicable
thereto.

Completion of DLR Projects

DLR Limited shall give to the Franchisee not less than 14 days’ notice of the date
upon which DLR Limited intends to commence an inspection of a DLR Project with a
view to issuing a Handover Notice in respect thereof.

Following receipt of a notice pursuant to paragraph 3.3(a) the Franchisee shall
accompany DLR Limited on an inspection of the works comprising the DLR Project
and during such inspection, or as soon as possible (but in any event within seven
days) following its completion, shall comment in writing to DLR Limited on any
aspect of the works which, in the reasonable opinion of the Franchisee is
incomplete in any significant respect having regard to the drawings and
specifications with which the contractors and consultants employed to carry out the
DLR Project were required to comply.

Without prejudice to paragraph 3.3(d) if DLR Limited shall decide to withhold the
issue of a Handover Notice as a result of any comments received from the
Franchisee under paragraph 3.3(b), following the completion of any further work
that DLR Limited may instruct to be carried out DLR Limited shall give to the
Franchisee a further notice pursuant to paragraph 3.3(a) and the provisions of
paragraph 3.3(b) shall thereafter apply, mutatis mutandis.

Notwithstanding any comments which the Franchisee may make to DLR Limited in
accordance with paragraph 3.3(b), and provided no objection has been raised by
the Franchisee in accordance with paragraph 3.3A(a), DLR Limited may issue and
the Franchisee shall be required to accept a Handover Notice and as from the date
stated in the Handover Notice the assets the subject of the DLR Project shall,
unless paragraph 3.3A(d) applies, be deemed to form part of the Franchise Assets
for all the purposes of this Agreement.

If the Franchisee exercises its right to comment to DLR Limited in accordance with
paragraph 3.3(b), and despite such comment DLR Limited issues a Handover
Notice and provided that the matter on which the Franchisee commented:

(i) is not one which the Franchisee, through the exercise of the standard of
care referred to in paragraph 3.5, ought to have identified and notified to
DLR Limited at an earlier stage; or

(i) did not arise as a result of the negligence or default of the Franchisee, its
servants, agents, contractors or consultants (including as a result of a
breach of the Franchisee’s duty to warn under paragraph 2.5),

the Franchisee shall be entitled to serve a notice of Variation in accordance with
part 4 of schedule 8 as if it were an Additional Project.

Safety Obligations

The Franchisee shall only be entitled to object to the issue of a Handover Notice in
respect of a DLR Project on the grounds that the safety of passengers or of those
carrying out activities on or about the Railway would be unavoidably impaired by
the bringing into operation of the assets the subject of the relevant DLR Project.
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3.4A

The Franchisee shall act reasonably and expeditiously in exercising its right of
objection and shall in any event take all reasonable actions to ensure that
circumstances do not occur which would require the Franchisee to exercise the
right conferred by this paragraph 3.3A(a).

(b) If the Franchisee raises objection on the grounds of safety in accordance with
paragraph 3.3A(a), then in its notice the Franchisee shall give details of the
grounds for such objection (including where relevant preliminary safety
assessments).

©) If DLR Limited does not accept the grounds for objection notified to it by the
Franchisee under paragraph 3.3A(a) and no agreement is reached with the
Franchisee in order to remove the cause of the objection within 14 days of service
of the Franchisee’s notice, either party may refer the matter to the Disputes
Resolution Procedure.

(d) If under the Dispute Resolution Procedure the Franchisee’s objection is upheld,
then DLR Limited shall not be entitled to serve a Handover Notice in respect of the
relevant DLR Project until such time as the matter giving rise to the Franchisee’s
objection has been resolved to the reasonable satisfaction of the Franchisee or until
there has been a further decision under the Dispute Resolution Procedure (and DLR
Limited may apply for such further decision at any time) that the matter giving rise
to the Franchisee’s objection has been removed.

(e) If under the Dispute Resolution Procedure the Franchisee’s objection is not upheld
and the Franchisee notifies DLR Limited within seven days after resolution of the
Dispute that it is willing to withdraw its objection, DLR Limited may issue a
Handover Notice to the Franchisee. If the Franchisee fails to provide such
notification within seven days after resolution of the Dispute, DLR Limited may
serve a written notice on the Franchisee requiring provision of the notification
within 3 days. If the Franchisee does not provide the said notification in
accordance with DLR Limited's written notice, DLR Limited shall be entitled to serve
notice of termination under clause 37.5.2.

Rectifying Defects

Notwithstanding the issue of a Handover Notice in respect of any DLR Project (but without
prejudice to the Franchise Obligations) DLR Limited shall be entitled to make good defects
or deficiencies in the works the subject of DLR Projects and the Franchisee shall allow
such access to the Railway as DLR Limited or its contractors and consultants may
reasonably require for such purpose. Paragraphs 14B of part 1 of schedule 2 and
paragraph 6 of this schedule 5 (as applicable) shall apply to any Possessions or Resources
required by DLR Limited or any of its contractors or consultants in connection with the
making good of defects or deficiencies as aforesaid.

(INFORMATION EXEMPT FROM DISCLOSURE UNDER SECTION 43(2) OF THE FREEDOM OF
INFORMATION)

Standard of Care/Franchisee’s liability for comments and advice

(€)) Without prejudice to any other warranties and conditions contained elsewhere in
this Agreement, the Franchisee warrants and undertakes in relation to each DLR
Project that:

(i) it has fully considered and understood, and will comply with and meet the
requirements imposed on it under, the Technical Schedules;

(i) it will at all times in performing the Project Services and generally in relation
to the performance of its obligations under this part 3 of schedule 5 exercise
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(b)

©

(d)

3.6

@

the standards of skill, care and diligence reasonably expected of an
experienced contractor performing the same or similar services; and

(iii) in carrying out the Project Services in relation to each DLR Project it will:
(A) comply with any applicable Annual Capital Projects Plan;
(B) comply with the DLR Railway Safety Case;

© comply with all instructions and directions given to it by or on behalf
of DLR Limited on any matter or thing connected with the DLR
Project; and

(D) ensure that it has full knowledge of, and complies with, all Applicable
Requirements affecting or which it is reasonably foreseeable are likely
to affect the DLR Project.

At the times identified in the Technical Schedules, and from time to time during the
course of a DLR Project, the Franchisee may be required or be entitled to comment
or offer advice on the works comprised in the Detailed Designs and other
information relating to the carrying out of the DLR Project.

If:

(0] the Franchisee comments or gives advice on any aspect of the works
comprised in the Detailed Designs or other information relating to a DLR
Project (a "relevant matter") and subsequently objects on safety grounds
to the relevant matter pursuant to paragraphs 3.3A(a) or 8.4(a); and

(i) the Franchisee:

(A) ought reasonably to have realised at the time they were made or
given that the comments or advice would (or that there was a serious
risk they might) give rise to grounds for the Franchisee to make
objection to the relevant matter; or

(B) the comments were made or advice was given with reckless disregard
for the consequences thereof,

the Franchisee shall bear without recourse to DLR Limited any increased
cost to the Franchisee of complying with the Franchisee Obligations and DLR
Limited shall be entitled to recover from the Franchisee the additional costs
incurred by DLR Limited in overcoming the Franchisee’s safety objections to
the extent that such costs would not have been incurred but for the matters
referred to in this paragraph (ii).

Save as provided in paragraph (c) DLR Limited shall not seek to recover from the
Franchisee any loss or damage suffered or sustained by it due to the discovery of
errors or omissions in the Detailed Designs or other information relating to a DLR
Project on which the Franchisee has commented or given advice whether or not the
comments were made or advice was given negligently by the Franchisee.

Time for Performance of Project Services

The Franchisee shall proceed with the performance of the Project Services and the
provision of Resources so as to comply with and meet the requirements of any
programmes and schedules applicable to each DLR Project (including those
contained in or produced in accordance with the terms of the DLR Project Contracts
relating to such DLR Project) or, if no such programmes or schedules apply, at such
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(b)

3.7

@

(b)

3.8

times as DLR Limited shall reasonably direct and in any event so as to avoid
causing any delay to the DLR Projects.

If the Franchisee is prevented or hindered in the performance of the Project
Services by any reason whatsoever (including as a result of an act, delay, omission
or default on the part of DLR Limited or any counterparty to a DLR Project
Contract) the Franchisee shall forthwith notify DLR Limited of the event or
circumstance giving rise to such prevention or hindrance and shall use all
reasonable endeavours to reprogramme the performance of the Project Services so
as to eliminate or minimise any delay to or disruption of the DLR Projects.

Co-ordination of Project Services

The Franchisee shall at all times perform the Project Services in co-operation with
DLR Limited and DLR Limited’s other consultants and contractors. In particular
(but without limitation) the Franchisee shall use best endeavours to programme
the carrying out of the Franchisee Obligations and the works and activities
comprised in Franchisee Projects with the works and activities comprised in DLR
Projects in order to ensure, as far as reasonably possible, the proper integration
and co-ordination of such obligations, works and activities with each other and so
as to cause the least delay or disruption to the progress of any such projects. In
complying with its obligations hereunder the Franchisee shall have special regard to
the Interface Events.

The Franchisee shall use best endeavours to keep itself fully and properly informed
of all matters concerning the DLR Projects and shall promptly notify DLR Limited of
all matters or things of which the Franchisee is or becomes aware and which, in the
reasonable opinion of the Franchisee is, or may with the passage of time become,
material to the interests of DLR Limited or which has, or may with the passage of
time have, a material adverse effect on the satisfactory and timely completion of
the DLR Projects.

Effect of DLR Projects on Franchisee’s other Obligations

The Franchisee confirms that the Technical Schedules and the obligations contained in the
Matrices relating to the Extant DLR Projects and, once agreed or determined in
accordance with this schedule 5, each Technical Schedule relating to Additional DLR
Projects will not, if properly implemented:

@

(0)

3.9

prevent the Franchisee from complying with its obligations under this Agreement;
or

entitle the Franchisee to serve a notice of Variation in accordance with part 4 of
schedule 8, except to the extent such a right is set out elsewhere in this
Agreement.

Provision of Possessions in relation to DLR Projects

Subject as provided in paragraph 5 and paragraph 14B of part 1 of schedule 2 DLR
Limited shall have the right to require, and the Franchisee agrees that it shall authorise
DLR Limited and any person required by DLR Limited to have access to and/or
Possessions of the Railway in connection with any works or activities to be carried out
pursuant to a DLR Project.

3.10

Provision of Resources in relation to DLR Projects

Subject as provided in paragraph 6 of this part 3 and in part 6 of this schedule 5 DLR
Limited shall have the right to require, and the Franchisee agrees that it shall authorise
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DLR Limited and any person authorised by DLR Limited to use the Resources in connection
with any works or activities to be carried out pursuant to a DLR Project.

3.11 DLR Works Change

DLR Limited may at any time prior to completion of a DLR Project issue a request to the
Franchisee for a DLR Works Change in which event the provisions of paragraph 8 shall
apply.

3.12 Payment Terms

(@) Without prejudice to the obligation of the Franchisee to pay any Capital
Replacement Contribution in accordance with schedule 8 (Remuneration), in
consideration of the provision of the Project Services the Franchisee shall be paid:

(0] the Project Payment (if any) due in respect of each Extant DLR Project
calculated in accordance with part 4 of schedule 5;

(ii) the Project Payment (if any) payable for the performance of the Project
Services in respect of each Additional DLR Project calculated in accordance
with part 4 of schedule 5;

(iii)  any Resource Payments due in accordance with paragraph 6.

(b) The Franchisee shall make application for payment of sums due under this
paragraph 3.12 in accordance with Clause 26 (Administration of Payments).

©) The provisions of paragraph 14B of part 1 of schedule 2 shall apply to the provision
of Possessions.

3.13 Indemnity by DLR Limited

(@ Subject to paragraph 3.13(b) and to paragraphs 3.4A and 3.14 DLR Limited shall
indemnify the Franchisee from and against all Losses suffered or sustained by the
Franchisee as a result of claims by passengers or other third parties or damage to
persons employed by or property owned or used by the Franchisee to the extent
that such Losses result from any negligent act or omission of any party to a DLR
Project Contract.

(b) The Franchisee shall, at its own expense, take all reasonable steps to minimise any
Losses that it suffers or sustains and shall be responsible for, and shall indemnify
DLR Limited against, any increase in such Losses which result from the
Franchisee’s failure to take such steps or from the Project Services being carried
out by the Franchisee in breach of any of the terms of this part 3 of schedule 5.

3.14 (INFORMATION EXEMPT FROM DISCLOSURE UNDER SECTION 43(2) OF THE
FREEDOM OF INFORMATION)

FRANCHISEE PROJECTS - GENERAL CONDITIONS

4.1 Obligation of Franchisee
The Franchisee shall diligently carry out and complete each Mandated Franchisee Project
and, subject to paragraph 7, each Additional Franchisee Project in accordance with the
provisions of this paragraph 4.

4.2 Design, Workmanship and Materials

() Franchisee Projects shall be carried out and completed so that:
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(b)

©

C))

©

4.3

C))

(b)

©

C))

O]

(i) each completed Franchisee Project will in all respects meet the requirements
of the Technical Schedules relating thereto and all Applicable Requirements;
and

(ii) all workmanship will be in accordance with best modern engineering
principles and practices according to recognised United Kingdom or
internationally accepted standards and, where none exist, in accordance
with Good Industry Practice.

Any work undertaken pursuant to a Franchisee Project will comprise only materials
and goods which are of sound and merchantable quality and suitable for the
purpose for which they are intended.

The Franchisee shall be solely responsible for the manner, method and means of
execution of and safe performance of the works and activities involved in each
Franchisee Project.

DLR Limited shall be entitled to inspect and witness testing of works and materials
on or about the Railway or at the place of manufacture or fabrication and the
Franchisee shall give reasonable notice to DLR Limited whenever works and
materials are ready for inspection and/or testing.

The materials and equipment used in a Franchisee Project shall for the purposes of
this Agreement be deemed to form part of the Franchise Assets at the time that
they are appropriated to the works.

Time for Completion and Delay

The Franchisee shall prepare and submit to DLR Limited for approval within
14 days of the date of issue of each Commencement Certificate in relation to
Additional Franchisee Projects a Project Programme for each such Additional
Franchisee Project which programme shall be based on, and include at least the
activities described in, the relevant Additional Franchisee Project Proposal.

Subject to paragraph (e), and unless DLR Limited shall otherwise require, the
Franchisee shall use best endeavours to procure that each Franchisee Project is
carried out and completed within the Period for Completion and in accordance with
the Project Programme applicable thereto.

The Franchisee shall, from time to time during the carrying out of a Franchisee
Project and in consultation with DLR Limited, develop and amplify the Project
Programme applicable thereto provided that in no event shall such development or
amplification cause any of the Periods for Completion of Franchisee Projects to be
materially extended or result in any DLR Project being delayed or disrupted without
the prior consent in writing of DLR Limited (not to be unreasonably withheld or
delayed).

If the Franchisee has failed or anticipates that it will be unable to progress a
Franchisee Project in accordance with the Project Programme applicable thereto
such that the progress of a DLR Project is or is likely to be delayed, it shall
forthwith notify DLR Limited of such fact. The Franchisee’s notice shall be
accompanied by an explanation of the events or circumstances giving rise to the
Franchisee’s inability to proceed in accordance with the Project Programme. Within
seven days of such notice the Franchisee shall either notify DLR Limited of the
steps it proposes to take to regain the original Project Programme or shall produce
a revised Project Programme for DLR Limited’s approval.

If the Franchisee is prevented from or hindered in carrying out a Franchisee Project
for any reason whatsoever (including a DLR Works Change or the negligence or
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default of DLR Limited), the Franchisee shall promptly reprogramme the carrying
out of the Franchisee Project so as to eliminate or minimise, so far as practicable
by the use of all reasonable endeavours, any delay to or disruption of the Project
Programme applicable thereto.

Completion of Franchisee Projects

The Franchisee shall not certify completion of a Franchisee Project and any part
thereof pursuant to a Franchisee Project Contract without first complying with the
terms of this paragraph 4.4.

Not later than 30 days prior to the date upon which the Franchisee expects to issue
a Franchisee Project Completion Certificate the Franchisee shall notify DLR Limited
that the works comprising the Franchisee Project or the relevant parts thereof to
which the certificate relates are ready for inspection. DLR Limited shall then be
entitled to inspect the works to which the Franchisee’s notice relates and, following
completion of such inspection, shall either:

(i) issue a notice to the Franchisee confirming that it has no comments on the
Franchisee’s proposal to issue a Franchisee Project Completion Certificate;
or

(ii) notify the Franchisee that in its opinion the relevant works are incomplete
and specifying in what respects the works remain to be completed.

If DLR Limited serves a notice under paragraph 4.4(b)(ii) the Franchisee may
either confirm its intention to issue a Franchisee Project Completion Certificate
notwithstanding the comments of DLR Limited (in which event the Franchisee will
give reasons for disregarding DLR Limited’s comments) or procure the carrying out
of such further works as are necessary or appropriate to remedy or remove the
matters raised by DLR Limited in its comments. If the Franchisee causes further
works to be carried out it shall serve a further notice on DLR Limited of the date
upon which it expects to issue a Franchisee Project Completion Certificate in
respect of the Franchisee Project to which DLR Limited’s comments related and the
provisions of paragraph 4.4(b) shall apply, mutatis mutandis.

Design and Review Procedure

The Franchisee shall procure that all Detailed Designs are submitted to DLR Limited
for review in accordance with this paragraph 4.5.

DLR Limited shall be entitled to comment on Detailed Designs submitted to it but,
subject as provided in paragraphs 4.5(c) and 4.5(d), the Franchisee shall not be
obliged to take into account DLR Limited’s comments.

DLR Limited shall be entitled to make Mandatory Comments on the Detailed
Designs submitted to it in which case the Franchisee shall take into account such
Mandatory Comments in the preparation of the Detailed Designs unless it
reasonably considers that a Mandatory Comment, if taken into account, would
result in the Railway or some part thereof becoming unsafe for passengers or for
those carrying out activities on or about the Railway in which case the Franchisee
shall forthwith inform DLR Limited of such fact.

If the Franchisee objects to a Mandatory Comment on safety grounds, DLR Limited
shall be entitled to re-submit the same to the Franchisee provided that it does so
within 14 days of being notified of the Franchisee’s safety concerns. If upon
receipt of a Mandatory Comment in its revised form the Franchisee again notifies
DLR Limited that it has safety concerns on the Mandatory Comment (which it
undertakes to do forthwith upon receipt of the same) DLR Limited may continue to
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re-submit the Mandatory Comment to the Franchisee but, if accepted by the
Franchisee following such further submissions, any consequential modifications to
the works comprised in the relevant Franchisee Project or to the Project
Programme for carrying out such Franchisee Project shall be treated as a DLR
Works Change and the provisions of paragraph 8 shall apply.

Sub-Contracting by Franchisee

If the Franchisee intends to appoint a contractor or consultant in connection with a
Franchisee Project (including a replacement or substitute for a contractor or
consultant who ceases to be employed in connection with a Franchisee Project) it
shall not do so without first providing to DLR Limited for its approval a list of the
contractors and consultants to whom the Franchisee intends sub-contracting any
part of Franchisee Project and a draft of each proposed Franchisee Project
Contract.

Unless DLR Limited shall otherwise decide each Franchisee Project Contract shall be
a Key Contract to which the provisions of Clause 43 (Key Contracts) (as amended
or supplemented by this paragraph 4.6) shall apply.

Clauses 44.2 to 44.4 (inclusive) shall apply to the award of any Franchisee Project
Contract. Without prejudice to the foregoing the Franchisee shall ensure that each
Franchisee Project Contract that it awards for the carrying out of a Franchisee
Project or any part thereof, contains terms which:

(i) impose on the contractor or consultant liabilities similar to those imposed on
the Franchisee in respect of the works or activities the subject of the
Franchisee Project;

(i) (in the case of Franchisee Project Contracts in respect of which a Direct
Agreement has not been entered into in accordance with Clause 43.1)
require the contractor or consultant to enter into a novation agreement with
DLR Limited whereby (inter alia) the rights and obligations of the Franchisee
under the relevant Franchisee Project Contract are assumed by DLR Limited.

In appointing a contractor or consultant to undertake work or to provide services in
connection with any of the Mandated Franchisee Projects or an Additional
Franchisee Project the Franchisee shall unless DLR Limited shall otherwise require
comply with the following procedures:

(i) At a time which is neither unreasonably distant from nor unreasonably close
to the date on which it is intended to award a Franchisee Project Contract
for such project the Franchisee shall procure the preparation of
comprehensive tender documentation and shall supply a copy of the same to
DLR Limited for comment or the making of Mandatory Comments (to which
the provisions of paragraph 4.5 shall apply). The Franchisee shall ensure
that the terms of the tender documentation (including the proposed terms of
the Franchisee Project Contract) are such as to minimise the risk of the
contractor or consultant claiming additional costs whether as a result of
increases in the scope of works under the relevant Franchisee Project
Contract, delay or disruption to the works or services caused by the
Franchisee, DLR Limited or others or otherwise and shall require the
contractor or consultant to include in its price for all Resources which the
contractor or consultant will require of the Franchisee.

(i) As soon as practicable following the issue of a Commencement Certificate

for an Additional Franchisee Project, or in the case of a Mandated Franchisee
Project by no later than the date on which the Franchisee submits tender
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documentation to DLR Limited in accordance with paragraph 4.6(d)(i), the
Franchisee shall submit to DLR Limited a list of not less than three
contractors or consultants to be invited to tender for the Franchisee Project
Contract.

(iii)  As soon as appropriate having regard to the Project Programme applicable
to the Franchisee Project in question the Franchisee shall invite tenders for
the relevant works or services and shall only award the Franchisee Project
Contract to a contractor or consultant whose offer is the most economically
advantageous and is such as will give rise to the least obligation on by DLR
Limited to pay Costs to the Franchisee pursuant to part 4 of schedule 5.

The Franchisee shall continuously monitor the activities and operations being
carried out by its contractors and consultants on each Franchisee Project and shall
procure that they perform the work or activities assigned to them in strict
accordance with the terms of the Franchisee Project Contract pursuant to which
they are appointed.

The Franchisee shall not terminate or treat as discharged a Franchisee Project
Contract or determine the employment of any contractor or consultant thereunder
without the prior written consent of DLR Limited (such consent not to be
unreasonably withheld or delayed). The Franchisee acknowledges that it is
reasonable for DLR Limited to withhold its consent where the Franchisee has failed
to demonstrate that it has made adequate arrangements for the completion of the
works or activities affected within the period for completion thereof shown in the
then current Project Programme.

CDM Regulations

It is acknowledged that the Franchisee will undertake the role and responsibilities of the
"client" in respect of each Franchisee Project under the CDM Regulations and shall
perform all duties and obligations of the "client" in accordance with the requirements of
the CDM Regulations. The Franchisee shall notify the Health and Safety Executive of the
assumption by the Franchisee of such duties and obligations at the same time that the
notification required by Clause 7(4) of the CDM Regulations is submitted to the Health and
Safety Executive.

4.8
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Payment Terms

Without prejudice to the obligation of the Franchisee to pay any Capital
Replacement Contribution in accordance with schedule 8 (Remuneration), in
consideration of the Franchisee carrying out and completing a Franchisee Project
the Franchisee shall be paid:

(i) in respect of each Franchisee Project (other than an Additional Franchisee
Project proposed by the Franchisee under paragraph 7.2) the Project
Payment due in respect of such project calculated in accordance with part 4
of schedule 5;

(i) in respect of each Additional Franchisee Project any Resources Payments
and other payments due in accordance with the Technical Schedule

applicable thereto.

The Franchisee shall make application for payment of sums due under this
paragraph 4.8 in accordance with Clause 26.

The provisions of paragraph 14A of part 1 of schedule 2 shall apply to any
Possessions required for any Additional Franchisee Projects.
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Consequence of termination

On termination of this Agreement (for whatever reason) prior to the completion of
a Franchisee Project, the Franchisee shall in respect of each such incomplete
Franchisee Project:

(0] co-operate fully with DLR Limited to secure the safe and orderly Handover of
the works the subject of the Franchisee Project to DLR Limited (or as DLR
Limited shall direct) so as to cause the minimum possible disruption to such
works, if continuing;

(i) in the event that the works are not continuing, forthwith to procure the site
of the works to be vacated by any contractor or consultant appointed by the
Franchisee;

(iii)  deliver up to DLR Limited forthwith all items of plant, materials and
equipment ordered, procured or provided by the Franchisee for the carrying
out of the Franchisee Project, if continuing (including those items forming
part of or intended to form part of or for use in connection with the works)
the terms on which they were procured and their location and condition;

(iv)  deliver up to DLR Limited the originals or (if the originals are unavailable for
reasons beyond the Franchisee’s control) copies of all agreements in force at
the date of termination relating to the carrying out of the Franchisee
Project; and

) deliver up to DLR Limited copies of all Detailed Design Data which has not
on or before the date of termination been delivered to DLR Limited.

Without limitation to any other provision hereof the Franchisee shall ensure that
the works involved in a Franchisee Project and all items to be handed over or made
available to DLR Limited on termination of this Agreement prior to completion of
the Franchisee Project are in a condition which will enable DLR Limited or any third
party forthwith to proceed with the carrying out of the works comprised in the
Franchisee Project without the need to take any further action to ensure that such
items are in a fit condition to be used in the continuation of the works.

In the event of termination of this Agreement prior to completion of a Franchisee
Project DLR Limited shall pay to the Franchisee in respect of such Franchisee
Project:

(i) the Costs properly incurred by the Franchisee in carrying out the works
comprised in the Franchisee Project up to the date of termination, such
Costs to be calculated by reference to the rates and prices contained in the
Franchisee Project Contracts relating to each relevant Franchisee Project;

LESS, except in the event of a DLR Limited Default:

@

(i) any costs incurred by DLR Limited in excess of the amount which DLR
Limited would have paid to the Franchisee by way of Project Payment (to be
assessed by DLR Limited) in relation to the Franchisee Project had
termination not occurred.

ACCESS TO THE RAILWAY

Access and Permits

Subject to the provisions of this paragraph 5 the Franchisee shall grant to DLR
Limited and, on being requested to do so by DLR Limited, to any DLR Party a
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Permit in connection with any works or activities to be carried out on or in
connection with DLR Projects.

DLR Limited shall give reasonable notice to the Franchisee of its access
requirements and those of each DLR Party. In the case of any requirement for
access which constitutes a Possession, the provisions of paragraph 14B of part 1 of
schedule 2 shall apply.

DLR Limited may by notice to the Franchisee cancel its access requirements or
those of a DLR Party at any time.

Safety Objections - Withdrawal of Permit

The Franchisee shall only be entitled to refuse to issue or to withdraw a Permit on
the grounds that the safety of passengers or of those carrying out activities on or
about the Railway would be or has been impaired by the access permitted by such
Permit. The Franchisee shall act reasonably and expeditiously in exercising its
rights conferred on it under this paragraph 5.2(a) and shall in any event take all
reasonable actions to ensure that circumstances do not occur which would require
the Franchisee to exercise the right so conferred on it.

If at any time following receipt of notice from DLR Limited pursuant to
paragraph 5.1(b) the Franchisee objects to DLR Limited’s access requirements on
the grounds referred to in paragraph (a), then it shall immediately notify DLR
Limited giving full details of the grounds for such objection and the Permit for such
access shall thereby be deemed refused or withdrawn (as the case may be)
provided that in the case of the withdrawal of a Permit the Franchisee's notice shall
allow the persons affected by such withdrawal sufficient time in which to make safe
any site works in the course of execution.

If a Permit is refused or withdrawn, then the Franchisee shall indemnify DLR
Limited and each of the DLR Parties against any Losses arising from such refusal or
withdrawal, unless the Franchisee can demonstrate that the Permit was validly
refused or withdrawn on the grounds referred to in paragraph 5.2(a) and that such
grounds arose directly from Force Majeure or any other circumstance beyond the
reasonable control of the Franchisee.

6. RESOURCES

6.1
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Required Resource

DLR Limited shall from time to time provide reasonable notice of the Resources
required for carrying out each DLR Project. In the case of any Specified Resource
the notice period set out in paragraph 6.4 shall be deemed to be reasonable notice
for the purposes of this paragraph 6.1(a).

Subject only to paragraph 6.2 the Franchisee shall promptly issue a Confirmation in
respect of any requirement for a Resource notified to it by DLR Limited (whether or
not reasonable notice is given).

DLR Limited may by notice to the Franchisee cancel any requirement for a
Resource at any time. In the case of a Specified Resource, if the period of notice of
cancellation given by DLR Limited is less than the period of notice in respect of that
type of Specified Resource set out in paragraph 6.4, the Resource shall be deemed
to have been used by DLR Limited pursuant to paragraph 6.3(b).

The Franchisee shall use best endeavours to provide Resources from Internal
Franchisee Resources.
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Safety Objections

The Franchisee shall only be entitled to refuse to issue or to withdraw a
Confirmation in respect of a Resource required by DLR Limited on the grounds that
the safety of passengers or of those carrying out activities on or about the Railway
would be or has been unavoidably impaired by the use of such Resource. The
Franchisee shall act reasonably and expeditiously in exercising its right conferred
on it under this paragraph 6.2(a) and shall in any event take all reasonable actions
to ensure that circumstances do not occur which would require the Franchisee to
exercise the right so conferred on it.

If at any time following receipt of notice from DLR Limited of the need for a
Resource the Franchisee objects to such Resource on the grounds referred to in
paragraph (@), it shall immediately notify DLR Limited giving the details of the
grounds for such objection and the Confirmation for such Resource shall thereby be
deemed refused or withdrawn (as the case may be).

If a Confirmation for any Resource is refused or withdrawn, then the Franchisee
shall indemnify the DLR Parties against any Losses arising from such refusal or
withdrawal, unless the Franchisee can demonstrate that Confirmation was validly
refused or withdrawn on the grounds referred to in paragraph (a) and that such
grounds arose directly from Force Majeure or any other circumstances beyond the
reasonable control of the Franchisee.

Resource Payments

If DLR Limited (or any person required by DLR Limited to use a Resource under
paragraph 3.10) uses any Resources pursuant to paragraph 6.1, a Resource
Payment shall be due from DLR Limited to the Franchisee in respect of such
Resources, such payment (if any) to be agreed or determined using the rates set
out at part 6 of schedule 5.

For the purposes of this part 3 of schedule 5, a Resource shall be "used" by DLR
Limited if DLR Limited has notified the Franchisee of its requirement for such
Resource and has not cancelled such Resource within the notice period set out in
paragraph 6.4 (and "unused" shall be construed accordingly).

If the period of notice provided by DLR Limited in respect of any Specified Resource
used is less than the period of notice in respect of that Specified Resource set out
in paragraph 6.4, DLR Limited shall reimburse to the Franchisee any reasonable
Costs which it can demonstrate were incurred by it directly as a result of having
been given less than the relevant period of notice, provided that it shall have taken
all reasonable steps to mitigate such Costs.

Notice of Specified Resources

The table below sets out the period of notice DLR Limited will give in respect of Specified
Resources required by DLR Limited and the period of notice DLR Limited will give if DLR
Limited intends to cancel a requirement which shall be deemed to be reasonable for the
purpose of paragraphs 6.1 and 6.3(c). Such time periods may be amended by agreement
between DLR Limited and the Franchisee.
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PERIOD (Days)

Manager 14 7

Engineer 14 7

Technician 14 7

Supervisor 14 7
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Management of Resources

DLR Limited shall comply with the Resources Procedures (as varied in accordance
with the Change Procedures) in exercising the rights and powers under this
paragraph 6, provided that, if any of the Resource Procedures in the opinion of DLR
Limited conflict with or contradict the terms of, or prejudice or impair the efficacy
of, any of the rights or powers reserved to DLR Limited under this paragraph 6,
then the provisions of this paragraph 6 shall prevail over such Resource
Procedures.

DLR Limited and the Franchise shall consult regularly on the planning and effective
use of Resources.

Condition of Resources

The Franchisee shall ensure that all Resources comprising equipment and facilities
which are provided to DLR Limited are properly maintained, remain in a sound and
safe operating condition, are fit for the purpose and use for which they are
intended and have sufficient supplies of spare parts and consumables to avoid
causing any DLR Project to be delayed. If any Resources supplied to DLR Limited
for use in connection with a DLR Project prove to be defective or not in accordance
with the foregoing the Franchisee shall immediately remove such Resources and
replace them with the Resources that meet the requirements of this paragraph 6.6.

The Franchisee shall provide full maintenance support to DLR Limited in respect of
Resources requiring maintenance or repair whilst in the possession of DLR Limited,
any DLR Party or any contractors or consultants of DLR Limited or any DLR Party.

The Franchisee shall indemnify DLR Limited and any DLR Party against any Loss
and other damage suffered or sustained by DLR Limited or any DLR Party as a
result of the Franchisee supplying Resources which do not satisfy the requirements
of paragraph (a) or failing to comply with its maintenance obligations under
paragraph (b).
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7.1

7.2

Liability of DLR Limited for Resources

Save as expressly provided in this schedule or otherwise under the express terms of this
Agreement, the Franchisee shall not be entitled to any compensation in relation to
Resources and the Franchisee shall have no other rights or remedies and DLR Limited
shall have no other liability to the Franchisee, whether under this Agreement or at law, in
respect of such Resources.

ADDITIONAL PROJECTS

@

(0)

@

Additional Franchisee Projects
If:

(i) DLR Limited requires the Franchisee to undertake an Additional Franchisee
Project (a "DLR Proposed Additional Franchise Project™); or

(i) DLR Limited decides to take forward a Proposal submitted in accordance
with clause 7.2(a) (a "Franchisee Proposed Additional Franchise Project™);

DLR Limited shall issue an Additional Franchisee Project Notice.
The Additional Franchisee Project Notice shall:

(0] include a description of and/or specification for the Additional Project which
description and/or specification shall be sufficient to enable the Franchisee
to assess the nature and extent thereof and the likely effect of the
Additional Project on the Franchisee’s obligation under this Agreement;

(i) identify any Interface Events which DLR Limited anticipates will arise during
the course of the Additional Project;

(iii) if required by DLR Limited, contain a request for a fixed price for a
Management Fee and/or Resources to complete the Project;

(iv) if required by DLR Limited, contain a request for a fixed price for the
Franchisee to undertake and bear the risk of the carrying out of and the cost
of the Additional Franchisee Project in its entirety including the cost of all
works and any subcontracting costs, any Resources and any management
costs without any further recourse to DLR Limited; and

) include such other information (including copies of any relevant agreement
entered into by DLR Limited) as DLR Limited may consider to be
appropriate.

Franchisee Proposed Additional Franchise Projects

The Franchisee may give notice to DLR Limited of its wish to undertake an
Additional Franchisee Project and with such notice the Franchisee shall submit to
DLR Limited a Proposal which shall include as a minimum the information referred
to in paragraphs 7.3(a)(i) to (v) (which in respect of (iv) and (v) shall be submitted
as though DLR Limited had requested such information). In addition, the
Franchisee shall provide a business case for the Project setting out the cost
reductions and/or revenue gains and/or other benefits and an indication of the
capital cost with full justification for any capital contribution from DLR Limited, if
required.
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The implementation of the Project shall be by agreement between the parties
provided that, unless the parties shall otherwise agree, the provisions of Part 1, 2
and 4 (other than paragraph 4.8) shall apply.

Additional Franchisee Project Proposal

Upon receipt of an Additional Franchisee Project Notice from DLR Limited the
Franchisee shall prepare and submit to DLR Limited an Additional Franchisee
Project Proposal. Such proposal shall include:

(i) a general description of the way in which the Franchisee proposes to
implement the Additional Franchisee Project;

(i) a statement of the effects (if any) that the Franchisee anticipates the
Additional Franchisee Project will have on Train Services and its other
obligations under this agreement and the steps that the Franchisee proposes
to take in order to minimise any adverse effect on such services;

(iii)  an indicative works programme for the implementation of the Additional
Franchisee Project including details of the anticipated effect that the
Additional Franchisee Project will have on DLR Limited's obligations in
relation to DLR Projects;

(iv) an elemental breakdown of the works and activities involved in such
proposed Additional Franchise Project and a reasonably detailed preliminary
cost plan including an estimate of the Management Fee that the Franchisee
expects to charge and of the level or number of Resources and Possessions
that the Franchisee considers will be required in order to carry out and
complete the Additional Franchisee Project;

) where requested by DLR Limited, a detailed response to the requirement set
out in paragraph 7.1(b)(iv) and/or (v); and

(vi) any further effects (including benefits) which, after careful consideration,
the Franchisee foresees as being likely to result from the Additional
Franchisee Project, if implemented.

and, where applicable, shall be accompanied by a notice of Variation in accordance
with part 4 of schedule 8.

If the Additional Franchisee Project Notice issued by DLR Limited specified a time
limit for submission of an Additional Franchisee Project Proposal, the Franchisee
shall use best endeavours to submit its Additional Franchisee Project Proposal
within that time limit.

DLR Limited shall notify the Franchisee of its preliminary response to an Additional
Franchisee Project Proposal and whether it intends to serve a notice of Variation
under part 4 of schedule 8 in respect of the consequences of the proposal as soon
as reasonably practicable following receipt thereof.

Following receipt of an Additional Franchisee Project Proposal, and before deciding
whether or not to proceed with the Project to which the Proposal relates, DLR
Limited may require the Franchisee:

(0] to invite competitive tenders for the works and services comprised in the
Project (in which case the provisions of paragraph 4.6(d) shall apply);

(i) to confirm or provide a fixed price Management Fee that the Franchisee
would wish to receive in respect of the Project; and
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(iii)  to confirm or provide a fixed price for the level of Resources for which DLR
Limited will be required to pay in order to carry out and complete the
Project.

If DLR Limited requests the Franchisee to provide the information and to undertake
the tendering procedures described above and DLR Limited subsequently decides
not to implement the Additional Franchisee Project to which such information and
procedures relate DLR Limited shall pay to the Franchisee the reasonable and
verifiable Costs incurred by the Franchisee in complying with DLR Limited’'s
request.

(e) Within 7 days of receipt by DLR Limited of the information required under 7.3(d)
or, if such information is not requested by DLR Limited, receipt by DLR Limited of
the Additional Franchisee Proposal, the parties shall procure a meeting of their
respective representatives to discuss in good faith the Additional Franchisee Project
Proposal and, if applicable, the additional information received pursuant to 7.3(d).
The objective of such discussions will be to agree the Additional Franchisee Project
Proposal and to develop such proposal to a level of detail and certainly (including
as to pricing) such that it becomes a Technical Schedule for the relevant Project.

() Following agreement of a Technical Schedule in accordance with (e) above, the
Franchisee shall promptly submit to DLR Limited a Commencement Certificate in
respect of the Additional Franchisee Project to which the Franchisee shall attach a
copy of the form of the Technical Schedule agreed between DLR Limited and the
Franchisee and, where applicable, a copy of the notice of Variation under part 4 of
schedule 8. Subject to the form and content of the Commencement Certificate and
Technical Schedule being in accordance with the agreements reached between the
parties DLR Limited shall countersign the Commencement Certificate and return it
to the Franchisee within 14 days of receipt of the same together with a notice of
Variation under part 4 of schedule 8, if applicable. Upon receipt of the
countersigned Commencement Certificate, the Franchisee shall cause the
Additional Franchisee Project to be implemented in accordance with the terms of
the Technical Schedule agreed between the parties.

Q) If the parties are unable to agree the Additional Franchisee Project Proposal or to
develop it sufficiently such that it can become a Technical Schedule within 28 days
of the first meeting under paragraph (e), DLR Limited may either withdraw the
Additional Franchisee Project Proposal (in which case the Franchisee shall have no
claim arising out of or in connection with such Additional Franchisee Project Notice
or any action taken by the Franchisee in relation thereto unless DLR Limited has
required the Franchisee to submit information in accordance with paragraph 7.5(d)
in which case the provisions of that clause shall apply) or may issue to the
Franchisee a Technical Schedule, Commencement Certificate and (if applicable) a
notice of Variation in relation to the relevant Project stating DLR Limited's
determination of any matters on which the parties are unable to agree under
paragraph 7.3(e). Upon receipt of the Commencement Certificate the Franchisee
shall cause the Additional Franchisee Project to be implemented in accordance with
the terms of the Technical Schedule. If the Franchisee disagrees with all or any of
the determinations made by DLR Limited pursuant to this paragraph 7.3(g), either
party may refer the determinations which are the subject of disagreement to the
Dispute Resolution Procedure.

7.4 No Claims by Franchisee

An Additional Franchisee Project shall be implemented at the sole risk and (subject only to
the terms of this part 3 of schedule 5) cost of the Franchisee and, save as provided in
paragraph 7.3(d) and 7.3(g), the Franchisee shall have no claim against DLR Limited by
reason of any refusal of DLR Limited to agree to the implementation of an Additional
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Franchisee Project or the terms of an Additional Franchisee Project Proposal or applicable
Technical Schedule.
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Additional DLR Project

DLR Limited may at any time issue an Additional DLR Project Notice on the
Franchisee.

DLR Limited may at any time prior to issue of the countersigned Commencement
Certificate pursuant to paragraph 7.3(c) decide that any Franchisee Proposed
Additional Franchisee Project or any DLR Proposed Additional Franchisee Project
should be procured and carried out as a Additional DLR Project and may therefore
at any time prior serve an Additional DLR Project Notice in relation to any such
project or projects.

The issue of the Additional DLR Project Notice will automatically designate any
project specified in the notice as an Additional DLR Project.

An Additional DLR Project Notice shall:

(i) specify a reasonable time within which the Franchisee shall provide its
comments under paragraph 7.6 and perform such of the functions specified
below in relation to the proposed Additional DLR Project as are described in
the Additional DLR Project Notice;

(i) include a draft Technical Schedule which shall include a description of and/or
specification for the Additional DLR Project which description and/or
specification shall be sufficient to enable the Franchisee to assess the nature
and extent thereof and the likely effect of the Additional DLR Project on the
Franchisee and (if required) any reasonable variations or waivers required to
the Franchise Obligations;

(iii)  if required by DLR Limited contain a request for a fixed price for a
Management Fee and/or the level of Resources in respect of the Additional
DLR Project;

(iv)  include such other information (including copies of any relevant agreement
entered into by DLR Limited) as DLR Limited may consider to be
appropriate.

If DLR Limited has served an Additional DLR Project Notice, all contracts in respect
of the Project specified in the notice (or any part thereof) shall be between DLR
Limited and the contractors and consultants engaged to carry out and complete the
Additional DLR Project.

For the avoidance of doubt, the Franchisee and its Affiliates shall not be disqualified
from consideration in respect of any tender or contract referred to in
paragraph 7.5(e) merely by virtue of the existence of the contractual relationship
reflected in this Agreement, subject to compliance with all United Kingdom and
European Community Laws and subject to the existence of such arrangements as
DLR Limited reasonably determines to be necessary to avoid any conflict of interest
by the Franchisee or any such Affiliate.

Within 7 days of the issue of an Additional DLR Project Notice the parties will meet
and discuss in good faith the Additional DLR Project Notice. The objective of such
discussions will be (without prejudice to the Franchisee's rights under paragraph
7.6) to agree the Additional DLR Project Notice and to develop the draft Technical
Schedule to a level of detail and certainty (including as to pricing) such that it
becomes the Technical Schedule for the relevant Project.
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7.6

Franchisee’s objections to Additional Projects

The Franchisee shall be entitled to object to an Additional Project on the grounds that the
safety of passengers or of those carrying out activities on or about the Railway would be
unavoidably impaired by such Additional Project, if implemented. The Franchisee shall act
reasonably and expeditiously in exercising its right of objection and shall in any event take
all reasonable actions to ensure that circumstances do not occur which would require the
Franchisee to exercise the right conferred upon it by this paragraph 7.6. Any such notice
must be served within seven days of service of an Additional DLR Project Notice.

7.7

@

(0)

©
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No Comments - Issue of Commencement Certificate

If the Franchisee does not give a notice pursuant to paragraph 7.6 within seven
days of service of an Additional DLR Project Notice and the parties reach
agreement on a Technical Schedule in accordance with (g) above, DLR Limited shall
promptly submit to the Franchisee a Commencement Certificate (including a
Technical Schedule) in respect of the Additional DLR Project.

If within 28 days of the first meeting under paragraph 7.5(g) the parties are unable
to agree a Technical Schedule in accordance with paragraph 7.5(g), DLR Limited
may either withdraw the Additional DLR Project Notice or may issue to the
Franchisee a Technical Schedule and Commencement Certificate in relation to the
relevant Project stating DLR Limited's determination of any matters on which the
parties are unable to agree. If the Franchisee disagrees with all or any of the
determinations made by DLR Limited, pursuant to this paragraph 7.7(b), either
party may refer the determinations which are the subject of disagreement to the
Dispute Resolution Procedure.

Upon receipt of the Commencement Certificate, the Franchisee shall perform its
obligations in respect of the Additional DLR Project at no cost to DLR Limited save
as expressly provided herein. If DLR Limited has requested fixed prices in
accordance with paragraph 7.8(d) and DLR Limited accepts such fixed payments in
respect of the Additional DLR Project it shall set out such agreement in the
Technical Schedule.

Safety objections

If the Franchisee objects to an Additional DLR Project on the grounds of safety in
accordance with paragraph 7.6, then in its notice the Franchisee shall give details
of the grounds for such objection (including where relevant preliminary safety
assessments).

If DLR Limited does not accept the grounds for objection notified to it by the
Franchisee under paragraph 7.6 and no agreement is reached with the Franchisee
as to implementation of the Additional DLR Project within 14 days of service of the
Franchisee’s notice, either party may refer the matter to the Dispute Resolution
Procedure.

If under the Dispute Resolution Procedure the Franchisee’s objection is upheld,
then the request for the Additional DLR Project shall be deemed to be withdrawn.

If under the Dispute Resolution Procedure the Franchisee’s objection is not upheld
and the Franchisee notifies DLR Limited within seven days after resolution of the
Dispute that it is willing to withdraw its safety objection, then DLR Limited shall
submit to the Franchisee a Commencement Certificate. If the Franchisee fails to
provide such notification within seven days after resolution of the Dispute, DLR
Limited may serve a written notice on the Franchisee requiring provision of the
notification within 3 days. If the Franchisee does not provide the said notification
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in accordance with DLR Limited's written notice, DLR Limited shall be entitled at
any time thereafter to serve notice of termination under clause 37.5.2. Upon
receipt of the Commencement Certificate, the Franchisee shall perform its
obligations in respect of the Additional DLR Project at no cost to DLR Limited save
as expressly provided herein.

(e For the avoidance of doubt, upon the receipt of the Commencement Certificate, the
Franchisee shall proceed with performance of its obligations in respect of the
Additional DLR Project to which the Commencement Certificate relates
notwithstanding that no determination has been made under the Variation
Procedure in respect of any notice of Variation served by either party in accordance
with part 4 of schedule 8.

7.9 No Liability

Except as otherwise expressly agreed or provided in the Franchise Agreements, DLR
Limited shall bear no risk or liabilities whatsoever arising from an Additional Project and
accordingly, except as aforesaid, DLR Limited shall have no liability to make any payment
in connection with or arising from an Additional Project other than is agreed or determined
under the Variation Procedure or in accordance with paragraph 7.10 and 7.11. For the
avoidance of doubt either party may serve a notice of variation on the other in respect of
an Additional Project and such Variation Procedure may result in a payment from DLR
Limited to the Franchisee or vice versa.

7.10 Withdrawal of Requests

DLR Limited may withdraw a request for an Additional Project (in the case of an Additional
Franchisee Project) at any time prior to the issue of a Commencement Certificate
countersigned by DLR Limited or (in the case of an Additional DLR Project) at any time
prior to the issue of a Commencement Certificate by DLR Limited. In the case of a
withdrawal or a deemed withdrawal of a request pursuant to paragraph 7.8(c), the
Franchisee shall be entitled to be paid the reasonable Costs incurred by it in the
preparation of the estimates referred to in paragraph 7.1(a) and, where applicable, the
Costs incurred by the Franchisee in any reference to the Disputes Resolution Procedure.

7.11 Consequential Amendments

The Franchisee and DLR Limited shall use their reasonable endeavours to agree any
consequential amendments to the terms of this Agreement necessary to give full effect to
any Additional Franchisee Project Proposal or Additional DLR Project Notice agreed or
determined in accordance with this paragraph 7. If no agreement is reached within
28 days after (in the case of an Additional Franchisee Project) the issue of the
countersigned Commencement Certificate or (in the case of an Additional DLR Project) the
issue of a Commencement Certificate by DLR Limited, either may refer to the matter for
resolution under the Dispute Resolution Procedure.

DLR WORKS CHANGES
8.1 Notification of DLR Works Change

DLR Limited may at any time prior to completion of a Project issue a preliminary request
to the Franchisee for a DLR Works Change. Such request shall be accompanied by
sufficient particulars of the proposed DLR Works Change to allow the Franchisee a full
appreciation of its nature and likely effect on the Project Services to be performed by the
Franchisee in relation to a DLR Project or upon the carrying out and completion of any
Franchisee Projects and may be accompanied also by a notice of Variation in accordance
with part 4 of schedule 8.
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Franchisee’s Comments on DLR Works Change

The Franchisee may comment to DLR Limited on any aspects of the proposed DLR
Works Change (and DLR Limited may adjust the preliminary request for DLR Works
Change in the light of such comments) but shall only be entitled to object to the
same on the grounds that the safety of passengers or of those carrying out
activities on or about the Railway would be unavoidably impaired by such DLR
Works Change. The Franchisee shall act reasonably and expeditiously in exercising
its right of objection and shall in any event use best endeavours to ensure that
circumstances do not occur which would require the Franchisee to exercise the
rights conferred upon it by this paragraph 8.2(a).

If the Franchisee objects to a proposed DLR Works Change on the grounds referred
to in paragraph 8.2(a) it shall immediately notify DLR Limited of the reasons for
such objection and, unless within 14 days of the Franchisee’s notice of objection
the parties are able to agree alterations to the proposed DLR Works Change in
order to overcome the Franchisee’s objections, (unless the matter is referred to the
Dispute Resolution Procedure in accordance with paragraph 8.4(b)) the proposal
shall be deemed to have been withdrawn by DLR Limited.

If a proposed DLR Works Change is withdrawn as a result of an objection by the
Franchisee, the Franchisee shall indemnify DLR Limited against any losses arising
from such objection unless the Franchisee can demonstrate that the objection was
validly made on the grounds referred to in paragraph (a) and such grounds arose
directly from Force Majeure or any other circumstances beyond the reasonable
control of the Franchisee.

No Comments

If the Franchisee does not give a notice of objection pursuant to paragraph 8.2, the
Franchisee shall within 14 days of receipt of the proposed DLR Works Change
supply DLR Limited with budgetary estimates (which the Franchisee will endeavour
to make as accurate as reasonably possible in the time available to it) of:

(i) the additional Costs (including management Costs) which the Franchisee
reasonably expects to incur should the DLR Works Change be implemented
(providing with such estimate all necessary supporting calculations and
information including detailed particulars of additional sums to be paid to
the Franchisee’s contractors, consultants, financiers and professional
advisers);

(ii) the length of any delay to completion of any of the Projects which the
Franchisee believes will occur should the DLR Works Change be
implemented (including details of any corresponding extensions of time
sought by the contractors under the Franchisee Project Contracts) and any
adjustments to any Project Programmes which the Franchisee reasonably
requires;

(iii)  any adjustment that the Franchisee requires to the Project Payment payable
in respect of any Project as a result of the DLR Works Change;

(iv) any adjustments to which the Franchisee anticipates it will become entitled
under the Variation Procedure as a result of the DLR Works Change;

) the extent to which the DLR Works Change, if implemented, would prevent

the Franchisee from complying with any of its obligations under this
Agreement; and
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(vi) any further effects (including benefits) which, after careful consideration,
the Franchisee foresees as being likely to result from the DLR Works
Change, if implemented.

Unless within 28 days of receipt of the Franchisee’s budgetary estimates, DLR
Limited requests the Franchisee to proceed to prepare firm priced proposals and, if
applicable, a notice of Variation in accordance with part 4 of schedule 8 (which
proposal and notice shall be submitted to DLR Limited within a reasonable period
thereafter) the proposed DLR Works Change shall be deemed to have been
withdrawn.

Following receipt by DLR Limited of the Franchisee’'s budgetary estimates and
proposals pursuant to paragraph 8.3(a), the parties shall endeavour to agree the
effects of the DLR Works Change and any agreement so reached in writing shall, if
recorded in a Change Certificate signed by DLR Limited, be binding upon DLR
Limited and the Franchisee as to the subject matter thereof.

If the parties are unable to agree the effect of the proposed DLR Works Change
DLR Limited may either withdraw the proposed DLR Works Change (in which case
the Franchisee shall have no claim arising out of or in connection with such
proposed DLR Works Change or any action taken by the Franchisee in relation
thereto unless DLR Limited has required the Franchisee to submit firm priced
proposals in which event DLR Limited shall reimburse the Franchisee for all
reasonable Costs which it incurred in the preparation of such proposals) or may
issue to the Franchisee a Change Certificate stating DLR Limited’s determination of
the matters referred to in paragraphs 8.3(a) other than any consequential
adjustment to the Project Programme which shall be the responsibility of the
Franchisee in accordance with paragraph 8.3(d). If the Franchisee disagrees with
all or any of the determinations made by DLR Limited pursuant to this paragraph
8.3(c) either party may refer the determinations which are the subject of
disagreement for resolution under the Dispute Resolution Procedures.

Upon receipt of a Change Certificate the Franchisee shall immediately cause the
DLR Works Change therein described to be implemented (irrespective of whether or
not the matter has been or is to be referred for resolution under the Dispute
Resolution Procedures) and shall submit a revised Project Programme showing how
the DLR Works Change is to be effected in accordance with the timetable set out in
the Change Certificate.

Safety objections

If the Franchisee notifies DLR Limited that it objects to the DLR Works Change on
the grounds referred to in paragraph 8.2(a), in its notice the Franchisee shall give
details of the grounds for such objection (including where relevant preliminary
safety assessments).

If DLR Limited does not accept the grounds for objection notified to it by the
Franchisee under paragraph 8.2 and no agreement is reached with the Franchisee
as to implementation of the DLR Works Change within 14 days of the Franchisee’s
notice of objection under paragraph 8.2, either party may refer the matter to the
Dispute Resolution Procedure.

If under the Dispute Resolution Procedure the Franchisee’s objection is upheld,
then the request for the DLR Works Change shall be deemed to be withdrawn.

If under the Disputes Resolution Procedure the Franchisee’s objections are not

upheld and the Franchisee notifies DLR Limited within seven days after resolution
of the Dispute that it is willing to withdraw its safety objection, upon receipt of a
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Change Certificate the Franchisee shall forthwith cause the DLR Works Change to
be implemented (at no cost to DLR Limited save as provided in paragraph 8.3 and
paragraph 8.6). If the Franchisee fails to provide such notification within seven
days after resolution of the Dispute, DLR Limited may serve a written notice on the
Franchisee requiring provision of the notification within 3 days. If the Franchisee
does not provide the said notification in accordance with DLR Limited's written
notice, DLR Limited shall be entitled at any time thereafter to serve notice of
termination under clause 37.5.2.

(e) Subject to paragraph 8.8, DLR Limited shall issue a Change Certificate to the
Franchisee within 14 days of a decision being made under the Dispute Resolution
Procedure. For the avoidance of doubt, upon the receipt of the Change Certificate
the Franchisee shall proceed with implementation of the DLR Works Change
notwithstanding that no determination has been made under paragraph 8.6.

8.5 Delay caused by DLR Works Changes

The Franchisee shall not be regarded as being in breach of its obligations as to the time in
which Project Services are to be performed by the Franchisee or in which Franchisee
Projects are to be completed to the extent that performance of the Project Services or the
completion of any Franchisee Projects was, in DLR Limited’s reasonable opinion,
unavoidably delayed by reason of a DLR Works Change.

8.6 Variation Procedure

If either party serves a notice of Variation in accordance with part 4 of schedule 8 and if
the parties do not reach agreement on the matters the subject of a party’s notice in
accordance with paragraph 8.3(b) then the Variation Procedure shall apply.

8.7 No Liability

Except as otherwise expressly provided in the Franchise Agreements, DLR Limited shall
bear no risk or liabilities whatsoever arising from a DLR Works Change and accordingly,
except as aforesaid, DLR Limited shall have no liability to make any payment in
connection with or arising from a DLR Works Change other than as agreed or determined
pursuant to paragraph 8.6 or in accordance with paragraph 8.9.

8.8 Withdrawal of Requests

DLR Limited may withdraw the request for a DLR Works Change at any time prior to the
issue of a Change Certificate. In the case of a withdrawal or a deemed withdrawal
pursuant to paragraph 8.2, the Franchisee shall be entitled to be paid the reasonable
Costs incurred by it in the preparation of the design/estimates referred to in
paragraph 8.1 and, where applicable, the Costs incurred by the Franchisee in any
reference to the Dispute Resolution Procedure under the Variation Procedure or this part 3
of schedule 5.

8.9 Consequential Amendments

The Franchisee and DLR Limited shall use their reasonable endeavours to agree any
consequential amendments to the terms of this Agreement necessary to give full effect to
any DLR Works Change agreed or determined in accordance with this paragraph 8. If no
agreement is reached within 28 days after the issue of the Change Certificate, either party
may refer the matter for resolution under the Disputes Resolution Procedure.
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PART 4 - PROJECT PAYMENTS

For the purposes of part 3 of schedule 5 Project Payments shall be calculated as follows:

1.

Extant DLR Projects

For each Extant DLR Project the Franchisee shall be paid the fixed sum (if any) described
in the Technical Schedule for such project which is due in respect of each Milestone
Payment Event. To the extent no Technical Schedule is provided, or no fixed sum is
provided within the relevant Technical Schedule the Project Services in relation to the
relevant Extant Project shall be carried out at no extra charge to DLR Limited.

Mandated Franchisee Project
For each Mandated Franchisee Project the Franchisee shall be paid either:
(@ the fixed sum described in the Technical Schedule for such project which is due in

respect of each Milestone Payment Event or which is otherwise agreed; or

(b) (0] the Costs properly paid to contractors and consultants under the terms of
Franchisee Project Contracts which have been awarded in compliance with
paragraph 4.6 of part 3 in respect of the achievement of each Milestone
Payment Event described in the Technical Schedule for such project but
excluding:

(A) any amounts which represent contractual claims in respect of acts or
omissions of the Franchisee under Franchisee Project Contracts or of
any other contractor or consultant appointed by the Franchisee under
Franchisee Project Contracts;

|) the amounts (if any) referred to in paragraph 5(a); and

© any retentions under the Franchisee Project Contracts;

and

(ii) the Management Fee due in respect of the achievement of each Milestone
Payment Event in accordance with the Technical Schedule for such project.

Additional DLR Projects

For each Additional DLR Project the Franchisee shall not be paid a Project Payment unless

a fixed Management Fee is agreed by DLR Limited and the Franchisee in a Technical

Schedule.

Additional Franchisee Project

For each Additional Franchisee Project the Franchisee shall be paid either:

(@ the Costs properly paid to contractors and consultants under the terms of
Franchisee Project Contracts which have been awarded in compliance with
paragraph 4.6 in respect of the achievement of each Milestone Payment Event

described in the Additional Franchisee Project Proposal for such project but
excluding:
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(b)

(i) any amounts which represent contractual claims in respect of acts or
omissions of the Franchise under Franchisee Project Contracts or of any
other contractor or consultant appointed by the Franchisee under Franchisee
Project Contracts;

(i) the amounts (if any) referred to in paragraph 2; and
(iii)  any retentions under the Franchisee Project Contracts;
and
a Management Fee in respect of the achievement of each Milestone Payment Event
described in the Additional Franchisee Project Proposal for such Project, such fee to
be calculated by reference to part 7 of this schedule or as otherwise agreed by DLR
Limited and the Franchisee in accordance with schedule 5; or

the fixed agreed payment for the Franchisee to undertake the entire Project

(without further recourse to DLR Limited) including as to cost risk in accordance
with paragraph 7.1(b)(iv) of part 3.

Other Provisions relating to Project Payments

G

(b)

©

(@

All discounts of any nature whatsoever including (without limitation) all trade, cash,
payback and quantity discounts shall be for the benefit of DLR Limited and shall be
excluded from the payments due to 