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E20 Stadium LLP — Board Meeting 17.01.17

Exempt Information: This Agenda is exempt from disclosure
pursuant to Section 43 of the Freedom of Information Act 2000, in
that it contains commercially confidential information.

Meeting: E20 Stadium LLP
Date: 17.01.17
Time: 4:30pm — 5pm

Meeting Venue: LLDC Office / Conference Call

Member Representatives Expected: Nicky Dunn (Chair), David Gregson (LLDC), Keith
Edelman (LLDC), Lester Hudson (NLI), Katharine Deas (NLI)

Ex-Officio Members: David Goldstone (LLDC)

Also Expected: Alan Skewis, Martin Gaunt, F i1 e20); SRS

(NLI); Gerry Murphy (LLDC), Colin Naish (LL

Apologies: Kim Bromley-Derry (NLI)

Agenda:

1. Relocatable Seating contractor appointment
East Stand Location in 2017

Update on West Ham United Issues

Mayors Review (Verbal Update)
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Dial-in numbers

United Kingdom Freefone: EECKIEGNG
United Kingdom Primary: S SHIEGNG

Chairperson passcode: SIS then #

Participant passcode: [ SHI then #




Dear Board Members
Please find attached papers for the Board call at 4.30pm on the 17" January 2017.

Thank you for agreeing to the call. It will help progress the relocatable seating tender decision, 2017
East Stand arrangements , as well as facilitate discussion of the best way to structure discussions
with West Ham United this month.

The seating papers recommend the appointment of a seating contractor, and to consider
confirmation of movement of the East stand in 2017.

The papers do not deal with the respective contribution of E20 Members. This is an issue the

Members are separately discussing. However, it is important to stress that E20 are proceeding on
the basis that the Members will meet the costs.

In 2017, the relocatable seating could reach £10m once all costs are taken into account.

The working assumption from 2018 of moving the 3 stands (north, West and South) needed for
Diamond League athletics, MLB and/or Cricket costs is in excess of £5m per annum.

Over the 5 year period the total is therefore c.£30m.

Regardless who is paying the costs this represents an unsustainable position in the long term. No
combination of commercial events between mid-May and July will justify the costs associated with
moving the seats.

The papers do not deal with more radical seating options. Nor do they assume we do not move any
of the seats some or all years. These must remain real options.

However, in 2017 the only alternative is not to appoint a seating contractor and not host the
concerts and London 2017 events this year. This is not recommended based on contractual
commitments, reputational damage and previous board direction.

We are happy to answer any questions at, or before, the call on Tuesday.

ALAN
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4.3.

Weighted Scores ESG / Arena PHD

Technical 36.00% 47.15%
Commercial 27.92% 30.00%
Overall 63.92% 77.15%
Ranking 2 1

Following various clarifications with both tenderers, both submissions were
compliant in terms of programme requirements and both were in full compliance
with the proposed contract terms and conditions.

EVALUATION METHODOLOGY

The scoring was undertaken in accordance with the process set out in the
Instructions for Tenderers which was issued with the Invitation to Tender (ITT),
and with the process detailed in the Contract Award Recommendation Report
included at Appendix 1.

Each section of the technical evaluation was undertaken by two subject matter
experts, whose individual independent scores and rationale were logged before a
consensus score and rationale was provided for each specific section.

The commercial evaluation comprised the following elements:
e Base price for operation and maintenance for a 5 year period;
e Optional prices for individual bespoke stand moves;
e Adjustment for schedule of rates, and;
¢ Adjustment for Direct and Subcontract Fee percentage.

These prices were fed into the commercial scoring formula, which provided the
overall commercial scores.

ANTICIPATED SPEND

The base scope set out in the ITT was for three transitions each year for five
years as follows:

e Pitch to Concert Mode

Transition back of the North, South and West stands with the bridge and
walkway assemblies and void treatment removed. On the East Stand,
removal of front seven rows with a balustrade fixed to row 8, block 130 is
removed and block 142 is converted to accommodate a 6.2m super-
gangway. On the North stand, blocks 144 and 156 are converted to
accommodate 3.7m super-gangways.

Refer to Figure 1 in Appendix 2 for details of the seating configuration for
Concert Operational Mode (East stand remaining forward in Pitch Mode).

The transition time for this move has been set at 9 days.
e Concert to Athletics Mode



5.2

53

5.6

5.7

5.8

5.9

Super-gangways are removed from the North stand, with corresponding
seats reinstalled. Blocks 130 and 142 are reinstalled to the East stand,
with the front seven rows removed and a balustrade fixed to row 8.

The transition time for this move has been set at 6 days.
e Athletics to Pitch Mode

North, South and West stands are transitioned into their forward position,
with bridge and walkway assemblies installed and void treatment
reinstated. The row 8 balustrade is removed and the front seven rows of
East stand are reinstalled.

The transition time for this move has been set at 12 days.

The base scope for the seating transitions has been priced on a target cost basis,
whereby a 50/50 pain / gain mechanism is utilised for any cost over or underrun
against the target cost for each transition.

The base scope also included for a fixed maintenance cost over a five year
period.

These costs are based on utilisation of the Layher system for the North and
South bridges and walkways, which will incur an additional cost to hire / buy
should this system continue to be used. The additional cost to utilise the SAPA in
lieu of the Layher system was quoted by PHD at £192,630 per transition,
resulting in an increase of £385,260 to the annual transition target.

Following the issue of the ITT, the above base scope was amended to include for
a full East stand transition to be undertaken as part of the Concert to Athletics
Transition, instead of maintaining the East stand in its current forward position, as
set out above.

The commercial submission included a requirement to price for individual stand
moves to cater for the possibility that the base scope may change and bespoke
stand moves may be required throughout the five year contract period.

On this basis, the anticipated spend is therefore (with additional items in red):
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E20

STADIUM LLP

Subject: East Stand in 2017
Meeting date: 17 January 2017

Agenda Iltem: 2
Report to: E20 Stadium LLP Board

Report of: Alan Skewis

1.2.

1.3.

14.

CURRENT POSITION

This report requests confirmation of the location on the East Stand, based on updated
information obtained since the November 2016 E20 Board meeting. It also sets out
the estimated range of cost for 2017 seat moves, including those paid on top of to the
seating contractor.

In November 2016 the E20 Board agreed that they were minded that the East Stand
should be moved back for the London 2017 events to minimise the financial penalties
that might be incurred by E20 and meet expectations of stakeholders.

This was dependent on securing a number of points from London 2017 / UK Athletics
included in the paper. In summary:

a) London 2017 has not accepted that the East Stand should be moved after the
concerts. They still want the stadium in full athletics mode by 1 July.

b) London 2017 and the GLA are discussing a payment towards the costs of the
seat move, including arrangements to do so from any surplus generated by the
London 2017 event.

C) UK Athletics have confirmed that they would be content to hold the Diamond
League on July 9" 2017 with the East Stand lower tier closed (although this is
negated by London 2017 insisting on full athletics mode by 1 July). UKA have
not agreed to E20’s proposal to keep the East Stand in pitch mode from 2018
onwards.

A final E20 Board decision was also delayed to allow the results of the seating tender
process to run. There was a possibility that the tenderers could offer a “game
changing” solution that addressed the issues of moving the East stand back in time for
the 25th' August football match. Unfortunately this has not been the case. While not
completely ruled out, the tender process has hardened the likelihood that the mid tier
East Stand will not be in place in time for West Ham’s first match.

! West Ham will be scheduled a home match on this weekend. The actual date will not be known until
Broadcasting and Police requirements are known. The match could take place any day between the evening of
Fri 24" and the evening of Mon 27", although it is most likely to be Sat 25™.



1.6.

1.7.

2.1.

This paper sets out a proposed plan for 2017 (as at annex 1), based on the
outcome of the tender process, and the Board’s previous steer that the East
Stand should be moved back for the London 2017 events. However, significant
uncertainty still remains, and as of today E20 does not have a robust proposal,
supported by stakeholders, that it can be confident of delivering. The proposed
plan is extremely tight to deliver, in particular the athletics to pitch transition in
time for West Ham’s first match. The plan will also require very significant
cooperation from all parties — beyond what has currently been secured. This
includes event bump in/out times, which are still uncertain (as is whether they
can be progressed in parallel to the seat moves). With the seat moves given
priority, other event preparations (e.g. overlay, stadium dressing, readiness
testing) may suffer. Ignoring legal challenge, the most risk averse approach to
2017, from a cost and logistics perspective would still be to not move the East
Stand. Even without moving the East Stand (i.e. just moving the North, South
and West Stands), significant challenges and costs remain and are unavoidable.

Once the contractor has been appointed, and E20 has direction from this Board
meeting, E20 proposes to hold a workshop with all interested parties and event owners
(E20, LS185, contractor, UKA, London 2017, West Ham, LBN) to work through the
detail of the proposed plan. Only then will E20 know if it has a robust proposal,
supported by stakeholders, that it can be confident of delivering. The
recommendations below assume that E20 can achieve that aim. If it transpires that it
cannot, E20 will revert back to the Board with further advice.

RECOMMENDATIONS
The Board are asked to:

a) CONFIRM that they will move the East Stand into its “back™ positon for the IPC
and IAAF World Championships in 2017.

b) NOTE that in 2017 the total costs for movement of the stands are currently
estimated in the range of £8m - £10m, including:

2.1.b.a. Payment to the seating contractor of £8m, including approximately
£2.4m for the move of the East Stand

2.1.b.b. £200,000 contracted bonuses for the seating contractor if they deliver
within the transition times

2.1.b.c. Contractor overspend allowance of £400,000

2.1.b.d. One off purchase of the Layher system for the North and South stand
for an estimated £500,000

2.1.b.e. Allowance of up to £400,000 for project management, contract
administration, compound rental, maintenance of the seating transition.
This is subject to LS185 submitting a proposal to manage the contract in
line with E20’s estimate.

2.1.b.f.




3.3.

c)

d)

f)

2.1.b.g. £350,000 contingency in light of considerable uncertainty and risk at
this stage. Until the workshop has been held as proposed above, it is
unclear whether this contingency is at an appropriate level.

CONFIRM that the East stand will be moved after the Robbie Williams concert
bump out (effectively from the 25" June 2017, and that there will be no
guarantee (or acceleration to achieve) the East Stand lower seats being
available for the Diamond League on the 9 July 2017. Note that this
programme has not been accepted by London 2017.

AGREE that future Athletics Window events will adopt the 2016 configuration
with the East Stand forward, unless there is a strong financial case for moving
the East Stand back. This has not been accepted by UKA. The Board are
asked to note the possible risk of future legal action by UKA to hold E20 to
delivering the UKA Access Agreement.

AGREE that E20 should work with London 2017 on the detail of each of the
areas they have agreed in principle, noting that the position will remain
challenging.

UPDATE ON LEGAL POSITION WITH UK ATHLETICS AND LONDON 2017
UKA have stated that they expect the East Stand to be moved every year for their

events.

This report does not repeat the legal advice provided to the Board previously. In

ABILITY TO DELIVER FULLY COMPLIANT FOOTBALL GROUND BY 25 AUGUST
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3.5. The likely outcome of meetings with WHU this month will be that they do not adjust
their style or approach. That being the case we will enter into expert determination on
a number of matters to ensure we have clarity on commercial matters going forward.

OUTSTANDING ISSUES

4.2. In addition to these 5 issues E20 has to conclude the Event / Policing Costs, and
business rates and utilities bills that WHU pay for their areas of the stadium.

4.3. The sections below summarise the issues and proposed approach with WHU at
upcoming meetings. The attached table provides an overview of the potential
outcome of expert determination on the issues.

6. DATE THE STADIUM WILL BE CONVERTED INTO FOOTBALL MODE FOR THE
2017 SEASON

6.1. This is dealt with in separate papers.






7.6.

WIFI INSTALLATION

8.1. We have no contractual obligation to provide Wi-Fi in the stadium. The strength of
our case is underlined by the fact that WHU have not pursued this with us legally.

8.2. However, we have agreed a Wi-Fi programme with LS185 that means Wi-Fi will be
fully installed for next season, with some improvements made as the programme is
deployed between now and May 2017.

8.3. Although unrelated to WHU obligations, E20 staff recommend LS185 are cleared to
proceed with the WiFi order.

8.4. Members discussed the option of holding the Wi-Fi back until the deal with Vodafone
is concluded. While we lose some leverage with Vodafone in negotiations, this is
offset by the need to progress Wi-Fi in the stadium; the advanced stage we have
reached with Vodafone; the level of commitment it shows towards VVodafone to
working with them; the fact that unless they sign the naming rights deal they cannot
showcase the stadium as their connected venue; the limited value for Vodafone (they
are a sub-contractor so gain about £300,000 business from the £2m Wi-Fi contract).

INCREASING THE CAPACITY OF THE STADIUM TO 66,000

9.1. The issues relating to increased capacity will be covered in more detail in other
reports to the Board on the 31% January 2017. In summary:

9.1.1. The concession agreement gives WHU the right to a minimum of 53,500
seats

9.1.2. We currently have a licence and are operating at 57,000 on a without
prejudice basis

WHU want to secure a 60,000 capacity now.

WHU want to increase above 60,000 by next season.

9.2. ltis important E20 re-iterate that there are 2 issues that must both be resolved before
a capacity increase can be approved:

9.2.1.

9.2.2.
















3.3.1. Risks arising from handover of Stadium (Red)

3.3.2. Relocatable seating (Red)

3.3.3. Unsustainable event day costs (Red)

3.3.4. Financial position required further Member contributions (Red, was Amber)
3.3.5. School Construction (Amber)

3.3.6. Logistical Management during May-September 2017 (new, Amber)

3.3.7. Ls185 Performance and Disputed Costs (Red)

3.3.8. WHU relationship (Amber)

3.3.9. Increasing Stadium Capacity (Amber)

3.3.10. Naming rights (Amber, was Red)

3.3.11. GLA review (Amber)

3.3.12. Digital Screen / S RINNGT (Amber, was Green)
3.4. A summary of these risks is set out below.
4. RISKS ARISING FROM STADIUM DEFECTS AND ASSET SURVEYS (RED)
4.1. A separate paper deals with the current position. The potential financial liability,

variation to LS185 contract and the likely outcome of asset surveys means this item
is allocated a red risk rating.

5. RELOCATABLE SEATING (RED)

5.1. A separate paper deals with the various issues relating to the seats following
decisions made on the 17" January 2017.

6. UNSUSTAINABLE EVENT DAY COSTS (RED)

6.1. The financial paper addresses the current unsustainable event day costs, And
measures to address these.

6.2. The central issue remains that the WHU usage fee is not high enough to meet the
match day costs.

7. E20 FINANCIAL POSITION (RED)

7.1. The finance paper on the agenda shows a worsening position that is of major
concern to the stadium’s future use.

7.2. Members have agreed working capital contributions which ensure E20 are a going
concern.

8. BOBBY MOORE ACADEMY SCHOOL CONSTRUCTION (AMBER)

8.1. The school has started on site under an early access agreement, and is making good
progress. The lease has being signed alongside section 106 and other related
documents.

9. LOGISTICAL MANAGEMENT DURING MAY-SEPTEMBER 2017 (NEW, AMBER)

9.1. The need for an intense period of logistical management is covered in the seating
paper.



10. LS185 PERFORMANCE (RED)

10.1. A separate paper deals with LS185 performance.
11. WEST HAM UNITED RELATIONSHIP (AMBER)
11.1. The relationship with WHU remains challenging, with the club’s attitude and approach
to partnership having an impact on their relations with all parties.
12. STADIUM CAPACITY (AMBER)
12.1. The lack of crowd trouble and issues at recent matches has led to the issue of
increasing the capacity to 60,000 to be back on the agenda.

12.2. The dual issues of a commercial settlement with WHU, and the licensing authority
granting an increased capacity licence are covered in another paper on the agenda.

13. NAMING RIGHTS (AMBER)

13.1. A separate paper deals with positive progress on naming rights.
14. GLA REVIEW (AMBER)

14.1. Progress on the 3 strands is as follows:

1.1.1. “How we got here” review — The terms of reference have been agreed for this
work by the GLA

1.1.2. 2017 Seats location — This has been completed through the E20 decision to
,move the seats back for the London 2017 events

1.1.3. Radical Seating solutions — Newham have recently agreed to commission this
work on behalf of the GLA and Newham.

15. DIGITAL SCREEN /_ (AMBER)

B teee——
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transaction with its Operator has been a very substantial net loss in 2016. A net loss
was always forecast in the opening year (given the stadium was open for only half of
the year), but LS185’s expected revenues gradually eroded as:

4.1.1. The only marketing rights sold was the Heineken deal;
4.1.2. Other events (eg. AC/DC, RFL) underperformed against net revenue targets;

4.1.3. Non-event day activation of the stadium (e.g. conferences & banqueting,
tours, filming, etc) has been very disappointing;

41.4. Finally and most significantly, crowd disturbances at West Ham matches
rendered previous forecasts for matchdays costs wholly insufficient. Safety
and security matchday costs — notably stewarding and policing — have
increased by around 80% on pre-Chelsea levels.

an match on anuary represented the perfect storm: a category C
match on a bank holiday (where stewards and Police command double time),
and E20’s loss on this game alone will have been around £200k (indicative
figure from LS185, not yet confirmed).

LS185’s quarterly financial report to LS185, attached at annex 2, provides more
background. However, this provides very limited information on 2017 and beyond, and
despite repeated prompting, LS185 have not been able to provide even a ballpark
estimate of 2017 (or future years) net revenues. In the absence of this, E20 has
included its own estimate within the annex 1 financial forecast (and shown in the
summary table below). These future forecasts are considerably lower than those
provided previously but reflect E20’s assessment of the reality of the present position.
With net commercial revenues set to be a negative figure in 2016-17, it is no longer
credible to expect this to suddenly transform into income of £4-5m per annum in 2017-
18 and beyond.' LS185 are currently preparing their updated business plan, due to be
presented by Linda Lennon at the 28 February E20 Board. This will provide their
forecasts for future net revenues. LS185 may well present more optimistic figures, but
E20 should be mindful that to date LS185 has over promised — sometimes in response
to pressure from E20 — and under delivered.

A summary of the deterioration in LS185’s expected net commercial revenues is
provided below.

! It goes without saying that E20 will continue to push L$185 to maximise net commercial revenues.






6.2.

6.3.

6.4.

6.5.

6.6.

6.7.

The Operator Agreement makes a provision of £1m per annum, within E20’s fixed
costs payment to LS185, for utilities costs. This was based on the usage of the Stade
de France — this was accepted as a reasonable proxy at the time of Operator
Agreement negotiations, in the absence of more reliable information.

E20’s first utilities bills for the stadium, dating back to 13 July 2016 when the stadium
was handed over by Balfour Beatty, have now been received. By far the most
significant, and costly, utility is electricity. In broad terms, the stadium’s current
consumption levels indicate that it is currently running at a total utilities cost of c£2m
per annum — £1m above the provision.

Unlike other aspects of “fixed costs”, E20 is not insulated from this cost risk in the
Operator Agreement. This was specifically omitted by LS185 in their bid. E20 must
pay the actual cost in year one, with the data then used to set a benchmark for LS185
in future years.

Responsibility for utilities should have been seamlessly handed over from Balfour
Beatty to LS185 on 13 July 2016. This would have insulated E20 from the immediate
cashflow implications of this cost pressure. This did not happen, as LS185 did not
accept full handover of the stadium (for reasons well-rehearsed and not repeated
here), and have still not done so. In the meantime E20 has had to accept responsibility
for utilities, and in particular paying the bills.

E20 is progressing a number of actions to address the position:

6.6.1. A contract change request has been issued to LS185, aimed at them taking
over responsibility for utilities without delay, irrespective of ongoing handover
issues.

6.6.2. VINCI Facilities have been commissioned to develop a plan to drive down
utilities consumption — a 20% reduction is deemed by them to be feasible as
the stadium - in part due to handover issues, such as defects in the Building
Management System — is currently operating inefficiently. This will help close,
though not eliminate, the ongoing cost pressure.

6.6.3. A meeting with the electricity supplier has been requested, to seek a more
favourable unit price.

6.6.4. A reconciliation of costs is underway, so that E20 does not pay twice (via
LS185 fixed costs, and the utilities supplier direct).

To note there is further complexity as some utilities costs are to be recharged to West
Ham and other event owners, but the meters as handed over by Balfour Beatty do not
currently operate as required to facilitate this. This matter is also being addressed, and
does not affect the scale of the overall cost pressure.

SEATING COSTS

The seat transition costs are classed as a major risk, as E20’s members have yet to
agree liability for these costs. The forecast cost for the 2017-18 seat moves are as per
the 17 January 2016 Board paper. This represents an increase since the end Q2
report to an estimated £10m, as additional costs beyond the contractor base fee (eg.
purchase of Layher system, management fees) have emerged. The costs for 2018-19
onwards have reduced, as E20 has now decided not to move the East Stand after
2017 (unless the business case justifies it).

LIFECYCLE COSTS

8.
o1



8.2.

8.3.

9.2.

10.
10.1.

E20 has pressed VINCI for more information ahead of this Board meeting, but they are
taking their analysis through internal governance, and will instead provide a detailed
report to E20 by the end of February. This will enable E20 to review and if necessary
adjust the provision for lifecycle costs in its forthcoming business plan (to be presented
at the 30 March Board, and the E20 Finance & Audit Committee ahead of that). In the
meantime, annex 1 shows lifecycle costs as an unknown potential cost pressure.

“IPSWICH RULING” ON POLICE COSTS

There was a recent High Court ruling in respect of policing at Ipswich Town Football
Club. In summary, the High Court found that the football club, not the Police, is
responsible for funding the cost of event-related Policing in the area surrounding the
Portman Road ground. There is the potential for the Metropolitan Police to apply this
ruling to the London Stadium, thereby increasing the extent of the geographic area the
Police can recover costs for. This is estimated at an additional cost of approx. F

end on

m, based on 75 officers RIS Ho\wever. the cost will dep
actual deployment levels.

If this ruling is enforced by the Met, E20 will argue that it constitutes a change in the
“Applicable laws or ACPO Guidance for Football Deployment and Costs recovery”,
which under clause 28 of the Concession Agreement triggers a 50% contribution by
West Ham to the cost of Policing. However, initial legal advice indicates E20 has an
arguable — though probably weak — case, as the ruling is more likely to be assessed as
a clarification of existing law. Therefore, a cost share with West Ham is not assumed in
E20’s valuation of this risk.

OUTSTANDING RISKS / WORST CASE SCENARIO

E20 remains in an uncertain position, as it has not reached “steady state”, and a
number of key risk items (naming rights, stadium defects, seats, LS185 performance,
matchday costs, legal challenges with West Ham) either remain unresolved or in an
immature state. A full quantified risk assessment will be provided in E20’s forthcoming
business plan. However, in response to a specific request by members, the
uncertainties that remain within E20’s forecasts, and therefore leave E20 exposed to
further change in the short-medium term, are currently assessed as follows:

10.1.1. LS185 net commercial revenues — LS185 has not provided an up to date
forecast of future revenues, leaving E20 to make its own forecast. LS185
will present their business plan to the 28 February E20 Board. No
allowance is currently made for over/under performance on the current
forecast of net commercial revenues.

10.1.2. West Ham are assumed to remain in the Premier League. If they do not,
their usage fee reduces by £1.25m — a risk which is not allowed for in
current forecasts.

10.1.3. The asset survey, due to conclude end February 2016, is likely to find that
the stadium specification as built is different to that set out out in the
Operator Agreement. This will precipitate an upwards adjustment to LS185



fixed costs for additional stadium maintenance. A £300k/annum major risk
provision is made for this. But until the asset survey is presented to E20, it
cannot be sure whether this is a reasonable provision or not.

10.1.4. There is no provision for defects in E20’s business plan. It is assumed that
the residual amount of LS185’s claim that will be payable by E20 is met
from E20’s £14.286m discretionary fund (see below).

10.1.5. Naming rights may not be secured — this is already fully covered as a major
risk.

10.1.6. Matchday costs (non LS185), notably Westfield egress costs, are forecast
to significantly reduce in light of the proposed new egress arrangements. If
this is not realised for any reason, this will represent an additional cost
pressure.

10.1.7. A £200k/annum contribution to business rates from West Ham is assumed,
but not yet secured.

10.1.8. A major drop off in legal costs is forecast from mid-2017 onwards. Ongoing
legal challenges may make this assumption unsustainable.

10.1.9. Utilities costs remain uncertain until the actions discussed in this paper
have been completed.

10.1.10. The current forecast assumes E20 does not move the East Stand
again after 2017. If it were to do so, this would add a further c£3m/annum
cost.

10.1.11. Beyond the specific issue of the East Stand, seating costs are
nevertheless uncertain, given that E20 has not managed a seat move
before, the timescales for 2017 are very tight, and E20 knows it will face at

of contingency In
will seek to contain any emerging pressures.

10.1.12. Stadium lifecycle costs are perhaps the biggest uncertainty facing E20
right now — as discussed earlier in this paper. This risk cannot be valued by
E20 at present (it is classed as “unknown”). Therefore, if realised, it will
represent a new cost pressure for E20.

10.1.13. An allowance is made under major risks for the costs of a capacity
increase for West Ham matches to 60,000 (assuming the worst case that
E20 loses expert determination). There is currently no provision for the
capacity to be subsequently increased to 66,000, again at E20’s cost.

10.1.14. The cost impact of the “Ipswich ruling” remains uncertain until the Met
and LS185 agree a Special Police Services Agreement in spring 2017.

10.1.15. E20’s £14.286m discretionary fund is close to being exhausted
(see below). It follows that if further capital investments are agreed
by members, and assuming members do not provide a further
capital injection, these would need to be funded from E20’s
business plan. There is no allowance in the business plan for this
eventuality. One major investment that E20 may consider making

in the future is a new seating system, the cost of which is unknown
(but likely to be in the*).

10.1.16. On direction from members, there is no general contingency in
E20’s business plan. Therefore any new cost pressure, if not

matched by an equal and opposite opportunity, immediately hits
E20’s bottom line.



10.2.

10.3.

1.
11.1.

11.2.

12.
12.1.

12.2.

12.3.

12.4.

12.5.

12.6.

There are many major opportunities too — not least that LS185 performance improves,
and the provisions made for various risks are not required. E20 has also set out a
number of strategic options (October 2016 contract review) that, whilst not easy to
implement, could deliver transformative improvements. Opportunities are not
discussed in detail here, but will be fully covered in E20’s forthcoming business plan.

However, it is clear that, whilst the forecast presented in this paper is E20’s best
assessment as at today, there is the prospect that the position could worsen further. If
all the factors listed above went against E20, it is conceivable that a further £8-10m
cost could be added to E20’s annual business plan — this would be in addition to the
current provision for major risks. On a worst case scenario, this could see E20
generating a c£25m/annum deficit (excluding the potential one-off cost of a new
seating system).

WORKING CAPITAL

The latest forecasts outlined in this paper have implications for E20’s cashflow, and its
working capital requirement. Cashflow projections have been presented to members,
alongside E20’s working capital requirement for Q4 2016-17.

Members have committed to provide the necessary working capital in 2016-17 to
ensure that E20 remains a going concern. E20’s working capital requirement from
2017-18 onwards remains subject to further discussion between E20 and its members.

DISCRETIONARY FUNDING (£14.286M)

E20's members have agreed a provision of £14.286m for additional stadium works.
This is discretionary funding on largely capital projects, the costs of which are outside
of E20’s business plan.

Of this sum, to date E20 has committed £12.748m, including £482k of the £500k
delegation to the E20 Director for “spend to save” measures. This is largely unchanged
since E20’s previous update at the 6 October 2016 Board meeting.

There remains a further £871k of unresolved liabilities against existing items — where
E20 has not agreed with either LLDC Transformation, LS185, or West Ham, the
funding liability. E20 has shared a paper with LLDC and LBN officers setting out its
position on unresolved liabilities with LLDC; LLDC has requested that final resolution is
reached as part of the financial close-out of transformation works.

E20 has now identified a list of future potential costs/investments, totalling c£3m.
These costs are not yet committed. E20 has a choice whether to make these
investments. They range from items that are purely discretionary (such as Montfichet
Road improvements) to items that E20 is likely to have some liability for, but the
amount of which is still to be determined (e.g. LS185 claim for handover delay). E20
has currently listed the maximum liability/cost, and the actual cost may be less.

E20 is not requesting any decision on discretionary funds at this meeting. It will return
to a future Board meeting with further advice on the future items to prioritise. E20
recognises that the discretionary funding from members is limited to £14.286m, and
that costs must be contained within that provision.

The Board should note that, if the unresolved liabilities fall in full to E20, the upfront
liability for disputed costs is not reduced (see Board paper on LS185), and E20 agrees
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4-West Ham games

WH event costs

The costs related to the West Ham games are the main concerns in terms of impact on the Net
Commercial Revenues:

e As a reminder, the events costs were already higher than initially expected because of the
egress piece that the other venues in UK are not accountable for (assessed at £ 50k/game in
our Contract Review). For more information, please refer to the Contract Review.

e Furthermore, following the fans’ behaviour on the Watford and Chelsea games, the safety
costs have increased significantly:






























Annex 3: Discretionary Fund - Funds Committed to date (31 Jan 2017 Board Meeting)




Annex 3: Discretionary Fund - Items Considered under E20 Director Delegation (as at 31 Jan E20 Board)




Annex 3: Discretionary Fund - List of future potenial costs/investments







3.6

4.2.

43.

44.

4.5.

4.6.

5.2.

3.5.4. E20 for improvements to the stadium needed that were not in the LLDC
transformation scope.

The above could also give rise to:

3.5.5. An increased annual facilities management operational cost claim from
LS185 for additional maintenance and life cycle due to following: condition
of assets, increased number of assets, design and specification
implications.

3.5.6. Increased utilities costs for July 2016 to Full Operating Period
commencement and beyond. (As noted in Agenda item 3 section 6).This
amount will be influenced timeframe to achieve optimisation of systems,
additional assets identified in Asset Survey, introduction of potential utility
cost saving measures.

DEFECTS

LS185 have raised concerns over the significant number of defects that remain
outstanding, the lack of timely resolution of defects by BB and the impact they have
of their regime for operating of the stadium.

Further pressure is being placed on BB to resolve defects, or where appropriate pass
them to LS185 to address with payment reimbursed by BB.

An intense period of defect resolution is needed to get to a more comfortable
position, and support moving into the normal operation of the stadium without the
variation to the LS185 contract noted in section 3 above.

Weekly updates will be given to E20 on progress, and pro-active engagement to
resolve and push BB to resolve issues is being made.

There are currently significant defects or resilience issues with following event critical
systems; Floodlighting, Stadium lighting, PAVA and Fire alarm.

It has been agreed with the LLDC transformation team that where defects occur on
event critical systems and/or are having a major impact on stadium operation then
the Operator takes measures to rectify the defects and with reimbursement from
Transformation/BB.

CLEANING

The norm for a stadium would be for the contractor to compete a deep clean of the
venue prior to handover. This has been complicated by:

5.1.1. The stadium being in existence when BB began their works

5.1.2. Balfour Beatty not being responsible for some legacy assets, so not having
to clean these at the end of their contract period

5.1.3. BB undertaking a clean of the stadium before the Rugby World Cup in
2015. They claim that this means they do not need to do a clean in 2016

5.1.4. Use of the venue for events by LS185 after July 2016’s partial handover

5.1.5. Capital works outside the scope of BB being carried out (Stadium wrap,
WHU works etc.)

5.1.6. The Operator maintains that some certain elements of design and
specification of materials are adversely impacting on the cleaning
regime.(Flooring to Boleyn Bar).

With agreement of all parties LS185 undertook a schedule of cleaning that could take
place. This was split into 10 lots. The total for all lots is in excess of £1.1m, and is
clearly unaffordable. (See Appendix 3).



5.3.

5.4.

6.2.

6.3.

6.4.

A prioritisation exercise is currently being undertaken, including:

5.3.1. Assessing areas where there is an impact on maintenance and lifecycle
costs

5.3.2. Areas that impact the public (up to 4m has a higher impact than above 4m)
5.3.3. Levels of customer complaints

5.3.4. Assesses the impact of a deep clean (e.g. concourse toilets are close to
the end of their life, so better to plan to resurface in 2 years’ time)

A conclusion will be put to a future Board for approval, along with a proposed
contribution from E20. It is expected that other parties will also contribute.

ASSET SURVEYS

Although the full operating period has not commenced LS185 have started asset
surveys, and expect them to be largely completed by early March 2017. LS185 will
reserve their position to adjust the survey conclusions until major defects have been
addressed.

The early notification of asset issues is a positive step, and one that will support
earlier identification of ways to manage, improve and plan for lifecycle replacement.

LS185 have identified that indications to date are that there will be significant lifecycle
issues earlier than anticipated in the contract. This is a result of:

6.3.1. The building being a construction rather than operational site for significant
part of its post 2012 life (e.g. wear and tear/ damage lifts used for
construction not just operation)

6.3.2. Original stadium assets having been in place since 2011/12, and asked to
perform different functions to those originally anticipated in a temporary
stadium

6.3.3. Increased number of Assets than anticipated at bid stage

The Board are not asked to decide anything at this stage, but note that the asset
surveys are under way, and could present significant challenges in the coming
period.
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2.1

3.1

3.2

3.3

WAIVER OF CHANGE CONTROL PROCEDURE IN THE STADIUM AGREEMENT

The parties agree to waive the provisions of Clause 17 and Schedule 9 of the Stadium

Agreement, if and to the extent they apply, for the purposes of this Agreement only.

DELAY IN COMPLETION

The parties agree that the Completion of the Transformation Works had not occurred on or
before 31 July 2016. Therefore an Excusing Event has occurred and the provisions of Clause
16 of the Stadium Agreement apply.

Schedule 1 to this Agreement sets out the parties' agreement regarding the impact of the
Excusing Event arising due to the failure to complete the Transformation Works on or before
31 July 2016.

The parties shall comply with and fulfil their respective obligations set out in Schedule 1.

CONFIDENTIALITY, FREEDOM OF INFORMATION AND TRANSPARENCY

Clause 27 of the Stadium Agreement shall apply to this Agreement, as if it was part of the
Stadium Agreement.

GENERAL CLAUSES

Clauses 37, 38 and 39 of the Stadium Agreement shall apply to this Agreement, as if it was
part of the Stadium Agreement.

DISPUTE RESOLUTION, LAW AND JURISDICTION

Clauses 40, 41 and 42 of the Stadium Agreement shall apply to this Agreement, as if it was
part of the Stadium Agreement.

IN WITNESS OF THE ABOVE the parties have signed this Agreement on the date written at the head
of this Agreement.
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6.1.
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6.4.

The tender returns provided further evidence that the seating cannot be transitioned in
line with the target contained within the Stadium Plus Operator Agreement — 7 days. As a
result, E20 has yet to fulfil its contractual commitment to LS185, that would have
triggered LS185 taking on responsibility for the seats.

E20 made a proposal to LS185 nevertheless requesting that they take on the seats, with
E20 accepting that it would largely retain the cost and reputational risks (see appendix 1).

LS185's response, stating that they will not take on this responsibility, is attached at
appendix 2.

This is extremely disappointing and contributes to a wider concern over LS185, as
operator. This is covered in a separate paper.

NEXT STEPS AND RISKS ON RELOCATABLE SEATS

Given LS185’s decision not to manage the seat moves, and the need to contract the
winning tenderer asap, E20 will immediately move to managing the seat moves itself by
appointing the resources detailed in para. 3.1.

In doing so, E20 will avoid having to pay LS185 a management fee, but will be more
exposed to the risks associated with the seat moves.

The Board should also note that E20 have not directly delivered a seating transition
programme before. In doing so, E20 will be moving beyond the role it was set up to fulfil.

LOGISTICAL MANAGEMENT DURING MAY-SEPTEMBER 2017

The seat moves form part of a wider logistical challenge during the May-September
period for the stadium and adjoining area. Throughout this period:

6.1.1. The construction of the Secondary school on the stadium island is in its peak
period during Spring/Summer 2017, with concrete pouring and crane work on the
site.

6.1.2. There will be intense work being undertaken on the Primary school site to ensure
opening by September 2017.

6.1.3. The stadium will be operating with WHU using their offices and day to day
deliveries to LS185, Delaware North and West Ham.

On top of this event related, deadline driven, activities create further pressure:
6.2.1. Shell Eco Marathon (May)
6.2.2. First Relocatable Seat moves (24 hour working from Mid May-start June)
6.2.3. Concert bump in and bump out (June)
6.2.4. London 2017 bump in (26 June-10 July)
6.2.5. IPC (10 July-23 July)
6.2.6. Transition between IPC and WAC (23 July -4 August)
6.2.7. WAC (4 August — 13 August)
6.2.8. WAC bump out (13 August-21 August)
6.2.9. Relocatable Seat Moves to football mode (13 August-25 August)
6.2.10. Mid tier seat Moves (28 August — 10 September)
The above makes 2017 another unique year in the stadium’s life!

The majority of the logistical pressure is on the area to the south of the stadium, as it is
the location for the school construction, as well as providing the main access routes into
the stadium for event bump in, links to storage areas in Pudding Mill Lane, athlete drop
off and training during London 2017. See attached plan at Annex 3.



6.5.

6.6.

6.7.

6.8.

6.9.

6.10.

7.
7.1.

7.2.

7.3.

74.

It is agreed by all the parties involved that a resource is required to integrate and manage
the various programmes and logistics. The person will be a single point of contact and
strategic planning for the logistics of the site, as well as resource to manage the
programme interfaces on the ground, particularly traffic management.

It is vital that the person has a high degree of authority and can act as an arbiter in cases
of programme conflict. The logistical planning will depend on very efficient working, and
the costs of failure are high i.e. seats not being in place in time, London 2017 logistics not
working, concert promoter claims for disruption are all real.

E20, LLDC, LBN and the partners will need to agree to respect the authority of the
appointed person, including where it clashes with their preferences or it creates issues
for them.

It is proposed that LS185 are best placed to provide this resource, as they are the
stadium operator and the contracted body to London 2017 and concerts.

Consideration was given to this resource being part of the E20 seating management
team. This could have offered some efficiency. However, the need for a dedicated
resource that is independent of any one interest is felt to be vital.

This resource will be charged back to the events where possible. There are, however,
likely to be some areas where charge back is not possible or desirable. These include:

6.10.1. Charge to school construction where there agreed programme is disrupted
6.10.2. Additional accreditation points / cards etc. for school construction workers
STADIUM TECHNICAL ADVISOR

E20 have previously used KSS for ad hoc advice on the stadium seating configuration.
This has been done under LLDC procurement.

E20 expect to need similar advice in future, to assist with future feasibility studies and the
graphical drawing of potentially different seating and facility plans. The type of advice
includes:

7.2.1. CAD drawings showing seating layouts and the layout of other facilities such as
Concession Units, Toilets, Turnstiles, Offices, Seating;

7.2.2. Advice of spectator sight lines and distances between seats and FoP/Stage

7.2.3. Advice on broadcast positions, viewing angles and number of seat ‘kills’
positions generate;

7.2.4. Advice on crowd and vehicle flows which identifies pinch points; Capacity
assessments for various sports, particularly once event overlay requirements are
known.

Logically, such consultancy appointments would be made by LS185, who will normally
identify the need for such advice. However, there have been in the past, and are likely to
be in the future, circumstances where E20, itself, wishes to investigate an issue, possibly
to challenge or confirm the stadium operator’s viewpoint.

E20 therefore propose to instruct LLDC Procurement to act as its agent and go out to
market to procure a framework partner who it could call upon when the need arises at pre
agreed rates. Typically these types of studies require a quick turnaround, hence the need
to put a framework in place.



APPENDIX 1
EMAIL FROM MARTIN GAUNT TO LINDA LENNON 9™ JAN 2017:

Linda,
Without prejudice

Following discussion at recent meetings, we are writing to set out proposed terms for LS185 taking on
the movement of the seating system in 2017. We have set out terms that address what we understand
to be your concerns. It would be good to discuss this as part of the E20-Operator meeting tomorrow —
we will be happy to elaborate then, and of course expect you to take it away and consider further (ink
with your Board).

Financial

E20 propose that LS185 pass through the contractor’s seat move costs to E20, plus a management fee.
LS185 would take on the seating contract with the contractor appointed through E20’s ongoing
procurement process, and would pay them in line with that contract. LS185 would then recover those
costs in full from E20, plus a management fee. E20 will need assurance that contractor costs are
minimised, so we will need to put in place arrangements with you to provide for that. It is likely to
include an E20 representative _) being kept abreast of all key decisions / financial
commitments.

The LS185 management fee would cover LS185 resourcing to manage the contract, any associated costs,
plus an element of LS185 profit. E20 has undertaken a full assessment of the estimated costs were it to
manage the seat moves itself. This covers all costs other than those incurred directly to the seating
contractor. Most notably this includes the resourcing of a project manager, contract administrator and
safety officer. E20 estimates that it could manage the work for £200k. A full breakdown is attached.
LS185 are invited to propose a management fee that is competitive against E20’s £200k benchmark.

These arrangements would apply for 2017 seat moves only. E20 propose that the parties review the
financial arrangements for future moves in autumn 2017. This will enable longer term arrangements to
be agreed once far greater information and experience has been gathered by all parties. LS185 should
manage the 2017 move on an open book basis, in order to inform arrangements for future years.

London 2017, UK Athletics and West Ham United

In 2017, E20 will be responsible for agreeing the relevant contract changes that arise from the seat move
cost and time requirements with all of these organisations. This includes changes to contracts, and any
damages or compensation due.

Reputational

E20 recognises that LS185 (and the wider VINCI family) does not want to bear reputational risk relating
to the seat moves, given the earlier challenges with the seating system. However, LS185, as operator of
the stadium, must recognise that its strong association with the stadium means it is far from immune
from reputational impact regardless of whether it is actually responsible for the seat moves —whether
that is fair or not.

E20 is committed to developing a joint communication strategy with LS185 (and potentially West Ham
and UK Athletics too) in relation to the seat moves. This would include public lines to be used in the
event that the seat moves are completed successfully, or in the unlikely event that the seat moves are
not completed in time (“unlikely” given that this has never happened previously, and the provisional



2017 commitments do not promise anything that hasn’t been delivered previously and/or is within the
pre-tender estimates for time required for seat moves). Pre-agreed, or reactive public lines in relation to
the seat moves must all be agreed between E20 (LLDC Comms team on its behalf) and LS185 — this gives
LS185 comfort that it can protect itself from reputational impact. If the circumstances require it, and it is
appropriate from a communications perspective, E20 is prepared to be clear in these lines that:

e The seating system was designed by E20 (not LS185);
e LS185 are managing a challenging seating system it inherited;
e Overall responsibility for the seating system rests with E20 (not LS185).

E20 proposes a meeting between Ben Fletcher (LLDC Director of Communications, acting on behalf of
E20) and Michael Temple (L5185 Head of Commercial/Communications) to further develop these
arrangements.

We look forward to discussing this with you tomorrow.
Martin Gaunt

Business Manager
E20 Stadium LLP



APPENDIX 2

LONDON STADIUM 185 LIMITED

Martin Gaunt
Business Manager
E20 Stadium LLP
Level 10,

1 Stratford Place,
Montifichet Road,
London, E20 1EJ

24th January 2017
Dear Martin,
WITHOUT PREJUDICE: SEAT MOVES

| am now in a position to formally respond to your “Without Prejudice” proposal in respect of the
retractable seating, having had further conversations with the Chair of the LS185 Board and with Grant
Cristall who has also had discussions at a more senior level in VINCI Facilities.

You are aware from our conversation last Thursday and my subsequent note, that Graham and | spent
some time with our Chair in Paris last week looking at the issues and challenges we face on our side from
the VINCI perspective. We also looked at the proposal in context of the Mayoral Review and the
reputational issues although being mindful of your offers in this respect.

Having weighed up the big picture very carefully our agreed decision is not to take up this proposal at
this time.

This decision has not been taken lightly but our Board are concerned that already we have a number of
issues between us.

In particular, the non-resolution of the disputed costs has dragged on almost another year past the date
of the mediation hearing despite our paying for e.g. Banquette seating, grow lights and tractors in good
faith.

If the partner walks away there is currently no alternative proposal to
resolve this without resorting to legal action.

Specifically several members of the team have had to work through the whole process again and
attending numerous meetings in respect of both potential partners.

Our Board also remain concerned by the decision by the E20 Board in October not to move the East
Stand back for concerts and World Athletics despite our very strong advice to do so. As mentioned this
not only jeopardised our, i.e. LS185's, relations with event promoters, but the VINCI Stadia group overall
given their concert contracts with e.g. Live Nation. Indeed the decision was greeted with almost disbelief
given the timing of the decision coinciding with the announcement of our first concert and all the
additional work that entailed. It has also impacted on concert capacities and therefore on potential profit
margins and shares. We have also had to put in huge efforts to retain confidence with event promoters
given the reputational impact.



There are then all the issues with handover including the delays; the snags and defects plus the
additional costs which VINCI Facilities are incurring in an effort to keep the Stadium operable for Premier
football. These are in addition to the numerous out of scope works carried out by the LS185 team as
evidenced by more than 50 contract changes to date. These already more than demonstrate our
partnership approach and support to E20 as we look to assist with what have been clear gaps in the
defined scope.

The Board also considered the seat timings and the impact on what were already limited event windows.

Discussions about the West Ham deal and associated costs, and the often legalistic non partnership
workings, also took place.

Given the above and the discussions about breaches, the Board could not support taking on additional
responsibilities without proper resolution of the outstanding issues. It was also very aware that in 2017
the London Stadium will probably be the busiest Stadium in the UK this year and the focus needs to be in
continued successful operations.

Yours sincerely,

Linda Lennon CBE
Chief Executive
LS185









but had the disadvantage of developing a “public sector in house” culture. On that
basis the Board were reluctant to break the current arrangements with VINCI, but
did demand that LS185 / VINCI take on more responsibility and risk.

3.3. This was communicated to LS185 in a letter dated the 26 October 2016 (see Annex
1), with a response received shortly afterwards. Both were reported to the E20
Board at the end of November 2016.

3.4. Annex 1 shows how these have progressed since. Three of the ten areas are RAG
rated Red:

341. 2016-17 Business Recovery Plan, which they have fallen far short of,
as West Ham matchday costs have escalated and exacerbated a lack
of progress elsewhere;

3.4.2. Commercial resourcing and performance;
3.4.3. Decision to not take on responsibility for operating the relocatable
seats.

3.5. Another area - the 2017/18 business plan, could be argued to be given that as of
today LS185 do not have an up to date forecast of net commercial revenues for
2017. They are progressing their business plan, ultimately to be presented to the 28
February E20 Board.

3.6. The recurring theme of LS185 not taking on risk, but having independence from
E20, has not fundamentally changed and remains a concern.

3.7. In this context it is felt that the Board should consider whether to review their
position, and ask for more detail to be presented on a more fundamental change to
the relationship where E20 takes over as the “parent” to LS185.

DISPUTED COSTS AND CONTRACTUAL MATTERS

4.1. By way of background, a dispute emerged between E20 and LS185 in 2015 over
responsibility for funding necessary power and catering capital upgrades to the
stadium. Following a period of mediation (which technically is still ongoing), the E20

Board approved an in principle agreement to settle this dispute, and other issues

that had become wrapped up with it, in May 2016.

4 4. In autumn 2016, E20 and LS185 identified a list of around 20 different contractual
matters requiring resolution — issues which went far beyond the terms of the original
dispute. Some have been resolved, some are ongoing, and some (including the
original dispute) are now put to the Board for decision.



4 5. Contractual matters resolved

4.6. Hospitality lounge design — LS185 have repeatedly complained that the fixed
furniture in the hospitality areas is too inflexible, and makes it harder to attract
conference and banqueting events. E20 has delivered the hospitality areas as per
the plans at bid stage, and believe VINCI were well sighted on these plans at bid
stage (though we do not have conclusive proof). E20 and LS185 have now
pragmatically agreed that LS185 should make the best of what they have got (which
remains very high quality, albeit inflexible). The parties will review again at the end
of 2017 — if there is a viable business case at this stage to invest upfront to adjust
the furniture, to reap long term income, then that will be considered.

4.7. Operation of the wrap and screen — In principle agreement, borne out in practice,
that LS185 will operate and maintain the digital screen and wrap. $

m with the balance treated by as even
costs (and therefore netted off the iIncome the screen will generate).

4.8. Procurement of stadium upgrades (e.g. “spend to save” items) — LS185 have
procured c£1.8m of stadium upgrades on behalf of E20. E20 has driven a hard
bargain in resisting repeated LS185’s claims for the payment of management fees to
undertake the work.

4.9. Resourcing — E20 has pressed LS185 to put in place a team capable of delivering
their contractual requirements, notably extra resource needed for the commercial
team. It remains very frustrating that LS185 did not staff up their commercial team
sooner, and they are now playing catch up. But their strong Head of Commercial has
now been joined by a deputy, with two further team members joining imminently.

4 10. Stewarding business model — LS185 has proposed to use several different
stewarding suppliers rather than just OCS, and to appoint an in-house LS185
stewarding manager. E20 has agreed that provided LS185 can demonstrate this is a
cheaper and better quality solution, it clearly should be implemented, and the salary
of the stewarding manager may be treated as an event cost.

4.11. Ongoing contractual matters
4.12.

4.13. Seat move responsibility — as covered in a separate Board paper, LS185
has decided not to take on responsibility for moving the seats.

4.14. Stadium handover — as covered in a separate Board paper, there are
substantial issues relating to the stadium handover.

4.15. OCS TUPE - LS185 have argued that information supplied by E20 during
VINCI’s bid, in relation to the TUPE costs of OCS security staff, has proved incorrect
and represents a claim on E20 worth c.£6k/month. LS185 have yet to properly
evidence the discrepancy, so pending further information, at this stage it is not
accepted.

4.16. Draught beer — Heineken funded the capital cost of installing draught beer
into the stadium General Admission areas as part of its secondary sponsorship
agreement with LS185. However, LS185 has reported a sum of £105,200 for



associated costs that it is seeking to recover from E20. E20 is awaiting more
detailed information and explanation from LS185 in order to assess further.

4.17. Disputed costs and contractual matters for Board decision
4.18. The original dispute between LS185 and E20 saw the following matters

agreed in principle:

4 .18.1. E20 would fund £2.859m, including a £1.509m contribution to the power and
catering capital upgrades, and £1.35m to secure LS185’s agreement to other
matters (listed below).

4.18.2. LS185 would fund £500k towards the power and catering capital upgrades.
They also agreed to the following:

418.2.1. To absorb cost pressures from grow lights and other grounds
maintenance from their FF&E budget (reported impact for LS185
of £1.22m).

418.2.2. To drop an earlier £200k claim by Delaware North for additional
costs incurred (never substantiated).

4.18.2.3. E20 would not complete stadium upgrades to help facilitate MLB

events.

418.2.4. To drop its request for £275k for portable catering equipment.

4.18.2.5. To drop its request for an increased fixed costs payment (£1.25m
over 5 years) to fund the recruitment of additional staff.

4.18.2.6.

4.19. This was summarised as follows in the 26 May 2016 E20 Board paper following
the end of the initial mediation period (some clarifications made):






responsibility for the seat moves, or enter into the wifi contract with Vodafone
(see below), with it still unresolved.

4.21.3. Make a counter proposal to LS185, which would represent a compromise on
the two earlier options.

4.22. This paper recommends that E20 makes a counter proposal. The terms
would be as follows:

422 1. Instead of a £1.35m upfront payment, this would be reduced to a maximum of

£750k. This would be paid upfront and conclude agreementm
Wﬁe total upfront cost to E20 wou erefore
e up 1o £2.259m ower than previously).

4.22.2.

4.23. The counter proposal is potentially worth the same (but not more) than the
current terms, but it reduces E20’s upfront liability, striking the balance between
settling matters quickly but not prematurely. E20 would seek to agree a lower
upfront payment in negotiation, with £750k the maximum. This paper recommends
that E20 reconvenes the negotiating team that previously met with LS185 on
disputed costs, with a view to settling the matters within these terms.

5. WIFI CONTRACT
5.1.













Item 6 - Annex 2







3.3.

3.4.

3.5.

3.6.

3.7.

4.

A commercial deal has not been agreed, with the ECB due to respond to LS185 by
the end of January 2017 to LS185 proposals.

Technically it is understood that:

3.4.1. A pitch to ICB category B (and possibly A) can fit into the stadium with the
East Stand forward and 7 rows taken off

3.4.2. An outfield and wicket could be laid after the last WHU fixture on the 19th
May 2019 and the first cricket date on the 7™ June 2019. LS185 are
confident that this can be delivered in parallel to the seat moves

A contractual commitment may be required in by March 2017 to allow a sufficient
time for drop-in wicket preparation to commence. .

A further factor is whether cricket is a “one off” in 2019 or a recurrent deal. The
Cricket World Cup would be a one off event. However, having been granted
Category “B” status the Stadium would be able to bid to stage future One Day
International and Twenty20 International matches. LS185 also believe the stadium
could request ‘Category A’ status to enable us to bid for Ashes and England-India
Test Matches. It must be noted that the venue would have to compete with the
traditional (but significantly smaller) London venues of the Oval and Lords.

Therefore it is possible the 2019 may open up the opportunity for further cricket
matches. However, when comparing a multi-year deal for MLB, LS185 will assume
there is only one year of cricket secured, and the ability to sell games out in future is
far less certain.

MAJOR LEAGUE BASEBALL







7. TIMELINE AND NEXT STEPS

71.
owever, there are critical unknown elements of a deal with
, as well as unknown logistics.

7.2. ltis recommended that further information and technical work is obtained by LS185
to allow better comparison.

7.3. However, it should be made clear to MLB that:

7.31.
7.3.2.
7.3.3.

7.3.4.

2019 Cricket is a real proposal for the stadium
An ability to combine overlay with cricket would be a major advantage

It may be that the first year MLB can be played in 2020, unless a technical
solution allows cricket and MLB to be played in the June 2019 window

Regardless of which year MLB is proposed, they must present a case that:

7.3.4.a. Is able to compete with other proposed uses

7.3.4.b. Minimises transition times
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4. STADIUM WIFI




























3.2.

3.3.

3.4.

4.2.

43.

5.2.

2.1.2.b.
2.12.c.

BACKGROUND

The WHU use of the stadium is governed by their Concession Agreement with E20.
This document has proved difficult to implement in practice, with lots of areas of
dispute and different interpretation.

The base rental fee that WHU pays is also inadequate to cover the costs of operating

OUTSTANDING ISSUES

A number of issues are currently outstanding with WHU. The ones listed by WHU
are:

4.1.1. Increasing the capacity of the stadium to 60,000, then 66,000

212

4.1.3. Date the stadium will be converted into Football mode for the 2017 season

414 R

4.1.5. Customer Experience: Timeline for Wi-Fi installation, availability of draught
beer

In addition to these five issues E20 has to conclude the Event / Policing Costs, and
business rates and utilities bills that WHU pay for their areas of the stadium.

The sections below summarise the issues and proposed approach with WHU at
upcoming meetings. The attached table provides an overview of the potential
outcome of expert determination on the issues.

INCREASING THE CAPACITY OF THE STADIUM TO 60,000

The immediate issue is the appetite and timing of a 60,000 capacity for WHU
matches.

The exchanges with WHU have focused around 3 issues:
521.

5.2.2. Commercial — At the Board call on the 17" January the Board’s approach to
WHU was discussed. Based on that call E20 have not triggered expert
determination, and to date WHU have not either. The process would last 3
months, so effectively take to the end of the football season



5.2.3. Community tickets: LBN are keen to secure community tickets soon, and
delaying the extension of capacity and expert determination is harmful to this

DATE THE STADIUM WILL BE CONVERTED INTO FOOTBALL MODE FOR THE
2017 SEASON

The Board decision is being communicated to West Ham United, and the process for
settling damages is beginning. We should expect a robust legal position to be
adopted.




LS185

8.1. The Vice Chair of West Ham United has repeatedly expressed in writing that she
feels LS185 are not a competent operator of the stadium. It has been clarified that
issues focus on the historic (not present) operational performance; and in particular a
lack of commercial acumen. The latter of these is dealt with in the separate LS185
review paper.

WIFI INSTALLATION

9.1. We have no contractual obligation to provide Wi-Fi in the stadium. The strength of
our case is underlined by the fact that WHU have not pursued this with us legally.

9.2. However, we have agreed a Wi-Fi programme with LS185 that means Wi-Fi will be
fully installed for next season, with some improvements made as the programme is
deployed between now and May 2017.

9.3. Although unrelated to WHU obligations, E20 staff recommends LS185 are cleared to
proceed with the WiFi order.

9.4.

10. EVENT /POLICING COSTS

11. BUSINESS RATES AND UTILITIES BILLS

11.1. Although these are significant unresolved issues between E20 and West Ham, it is
not recommended for discussion at the Board. The Concession Agreement
underleases require West Ham to pay the business rates and utilities bills for their
lease areas (club shop, office space, storage area, Boardroom, Player’s lounge). E20
has secured agreement from West Ham that it will pay its contribution to rates from
July 2016. E20 and West Ham are working through a process to determine a fair
contribution to these rates. E20 can then recoup West Ham’s owed contribution.
Whilst this may require escalation in due course, it would be premature to raise yet.

11.2. Similarly, it is contractually clear that West Ham must pay the utilities bills for their
lease areas, and E20 has notified West Ham of this. However, the metering system








