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1.1

1.2

SCHEDULE 18.1

Shadow Operations

Accepted Programme and Accepted Programme Modelling Suite

Within 5 Weekdays of signature of the Franchise Agreement, the Secretary of State shall notify
the Franchisee, in writing, of any:

(a) additions and/or amendments which the Secretary of State requires be made to the
Proposed Accepted Programme;

(b) information relating to the Shadow Operator Services which is additional to n which
the Proposed Accepted Programme was based or reasonably ought t based;
and

(c) additional and/or amended Accepted Programme Specific Ré
Secretary of State requires the Franchisee to perform.

Within 15 Weekdays of signature of the Franchise Agreement, the Franchi shall provide to the

Secretary of State:

(a) a draft Accepted Programme, which shall be b upon the Proposed Accepted

Programme and shall:

() be in such format as the Secretary of &nay specify;

(i) incorporate the additions and a ué required to be made to the Proposed
Accepted Programme by S of State in accordance with paragraph
1.1(a) of this Schedule 18.

(iii) be amended to reflec y infOrmation provided by the Secretary of State in
accordance with paragkaph§l.1(b) of this Schedule 18.1;

(iv) be amended to re e‘additional and/or amended Accepted Programme Specific
Requirements ed by the Secretary of State in accordance with paragraph
1.1(c) of thj eddle 18.1;

(v) be a d eflect any developments in Good Industry Practice and any other
info ioMyrelating to the HS2 Project and/or contents of the Proposed Accepted
Pro , Proposed Resourcing Plan and Proposed Cost Baseline, of which the

C e has become aware in the period between submitting the Proposed
ccepted Programme and the date on which the draft Accepted Programme is

* provided to the Secretary of State; and

i)\ be amended to reflect the requirements of paragraph 55 of Schedule 18.2;

a draft Resourcing Plan, which shall:

(i) be in such format as the Secretary of State may specify;

(i) be based upon the Proposed Resourcing Plan;

(iii) be developed in line with and reconcile to the draft Accepted Programme provided
to the Secretary of State in accordance with paragraph 1.2(a) of this Schedule
18.1;

(iv) represent the Franchisee’s best estimate, based on reasonable assumptions, of its
resourcing and staffing requirements to ensure the efficient and effective
performance of the Shadow Operator Services in accordance with the draft
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1.3

1.4

1.5

1.6

Accepted Programme provided to the Secretary of State in accordance with
paragraph 1.2(a) of this Schedule 18.1;

(v) identify and explain in reasonable detail the assumptions relied on in its
preparation; and

(vi) identify the extent of any anticipated involvement of Shadow Operator PMO
Personnel in the performance of the Shadow Operator Services.

(c) a draft Accepted Programme Modelling Suite, which shall be:
() in such format as the Secretary of State may specify from time to time;
(i) updated to reflect the draft Accepted Programme and the dr e g Plan

provided to the Secretary of State in accordance with paragraphis 1.2(a) and 1.2(b)
of this Schedule 18.1; and

(iii) based upon and developed using the Product Cost A
consistent with the Proposed Cost Baseline;

(d) an updated demonstration, confirmed in writing by a statutory diFector of the Franchisee,

that the draft Accepted Programme Modelling Suite is
Procurement Strategy and the Shadow Operator Fi

(e) a summary of the differences between: \

(i) the Proposed Accepted Programme

agement Strategy; and

raft Accepted Programme;

(i) the Proposed Resourcing Pl aft Resourcing Plan; and

(iii) the Proposed Cost Baseline an

together with a detailed expl@ of the reasons for such differences.

he draft Accepted Programme Modelling Suite,

Within 5 Weekdays of the Fra e’ providing the Secretary of State with the documents
required under paragraph 1. IS"Schedule 18.1, the Franchisee and the Secretary of State
shall meet (at such locatioff, @late“and time as the Secretary of State may specify) to discuss the
draft Accepted Progra , Resourcing Plan and draft Accepted Programme Modelling Suite
(“Shadow Opera % Meeting”).

w‘ re that the representatives of the Franchisee at the Shadow Operator
inéldde such directors and/or senior managers of the Franchisee and such
semior managers of the Parent as the Secretary of State may require.

The Franchisee sh
Planning
directors

The P %{ seek to agree, by no later than ten (10) Weekdays after the Shadow Operator
Pl Meegting, the:

Accepted Programme;
(b) Resourcing Plan; and
(©) Accepted Programme Modelling Suite,

and if so agreed, the Secretary of State shall approve the Accepted Programme, the Resourcing
Plan and the Accepted Programme Modelling Suite.

If the Parties have not agreed the Accepted Programme, Resourcing Plan and/or Accepted
Programme Modelling Suite within the timescale specified in paragraph 1.5, the Secretary of State
shall reasonably determine the form and contents of the Accepted Programme, Resourcing Plan
and Accepted Programme Modelling Suite.
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1.7

1.8

2.1

2.2

2.3

The Accepted Programme, Resourcing Plan and Accepted Programme Modelling Suite agreed or
determined under this paragraph 1 shall be Placed in Escrow and apply with effect from the
Shadow Operator Start Date.

Any notice given by the Secretary of State under paragraph 1.1(c) of this Schedule 18.1 which
sets out additional and/or amended Accepted Programme Specific Requirements shall constitute
a Variation in accordance with paragraph 1.1 of Schedule 9.3B (Variations to the Franchise
Agreement) and the Franchisee shall execute such documentation as the Secretary of State may
reasonably require to give effect to such Variation.

Development of the Transitional Modelling Suite and the IO0C Modelling Suite

Within six (6) Reporting Periods of the Start Date, the Franchisee shall provide th etary of

State with:

(a) a draft Transitional Modelling Suite; (L

(b) a draft Transitional Record of Assumptions; Q

(c)  a draft IOC Modelling Suite; and %

(d) a draft I0C Record of Assumptions. Q

The draft Transitional Modelling Suite submitted by the Fr@ in accordance with paragraph
2.1 of this Schedule 18.1 shall:

(a) be developed within Microsoft Excel;

(b) satisfy the same best practice modellin les as adopted in the development of the
ICWC Modelling Suite;

(c) use the same input price base as,the ICWC Modelling Suite;
(d) calculate costs and revenu Qbasis of Reporting Periods;

(e) cover the period from tart Date to the Expiry Date;

(f) be designed to equivalent level of detail to that provided in the ICWC Modelling
Suite;

(9) be populatad with entries of zero (0);

(h) Eexe ith the functionality to amend line items;
() & t of the draft Transitional Operational Models to be included in the draft
ansitional Modelling Suite, be developed to support the calculation of costs and revenues
er the IOC Operational Models during the ICWC Term and be capable of interfacing

with the IOC Operational Models to enable this.

The draft Transitional Record of Assumptions submitted by the Franchisee in accordance with
paragraph 2.1 of this Schedule 18.1 shall:

(@) include all the inputs, assumptions and calculations to be contained in the Transitional
Modelling Suite; and

(b) provide the equivalent level of detail as the ICWC Record of Assumptions,

to the extent reasonably practicable at that stage of development of the Transitional Modelling
Suite.
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2.4

2.5

2.6

2.7

The draft IOC Modelling Suite submitted by the Franchisee in accordance with paragraph 2.1 of
this Schedule 18.1 shall:

(a) be substantially based on the ICWC Modelling Suite;
(b) be developed within Microsoft Excel;

(c) satisfy the same best practice modelling principles as adopted in the development of the
ICWC Modelling Suite;

(d) use the same input price base as the ICWC Modelling Suite;

(e) calculate costs and revenues on the basis of Reporting Periods;

(f) cover the period from the Integrated Operator Start Date to 01:59 on{il April®2034;
(9) be populated with:

(i) the costs and revenues contained in the ICWC Modelling Suit r the period from
the Integrated Operator Start Date to 01:59 on 1 April 2 and

(i) entries of zero (0) for Franchisee Years afte e emd of the period described in
paragraph (g)(i);

(h) incorporate all of the component parts of the Iﬁ(@lling Suite, except to the extent
endm

that the Franchisee can demonstrate that ents are required to be suitable for
modelling the Actual I0C Costs and th evenues;

(i) be designed with the functionality

6)) enable the Secretary of State to understand the costs and revenues which will be included
in the IOC Modelling Suite at a | of detail no less than that set out in the ICWC Modelling
Suite;

(k) in respect of the draft I erational Models to be included in the draft IOC Modelling
Suite, be developed to ort'the calculation of costs and revenues under the Transitional
Operational Mode ing” the ICWC Term and be capable of interfacing with the

Transitional Op odels to enable this.
The draft IOC Recor@ umptions submitted by the Franchisee in accordance with paragraph

2.1 of this Schedule shall:
(@) Rr i or the equivalent level of detail as the ICWC Record of Assumptions; and
i d | the inputs, assumptions and calculations contained in the draft IOC Modelling

rties shall seek to agree, by no later than twenty (20) Weekdays after the date on which
the documents set out in paragraph 2.1 of this Schedule 18.1 are provided to the Secretary of
State, the Transitional Modelling Suite, Transitional Record of Assumptions, IOC Modelling Suite
and IOC Record of Assumptions and if so agreed, the Secretary of State shall formally approve
the Transitional Modelling Suite, Transitional Record of Assumptions, IOC Modelling Suite and IOC
Record of Assumptions.

If the Parties have not agreed any one or more of the documents set out in paragraph 2.1 of this
Schedule 18.1 within the timescale specified in paragraph 2.6, the Secretary of State shall
reasonably determine the form and content of the relevant document or documents.
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2.8

3.1

3.2

3.3

3.4

3.5

The Transitional Modelling Suite, Transitional Record of Assumptions, IOC Modelling Suite and
IOC Record of Assumptions agreed or determined under this paragraph 2 shall be Placed in
Escrow.

Shadow Operator Services

Without prejudice to clause 6 (General Obligations), the Franchisee shall perform the Shadow
Operator Services:

(@) in accordance with the Franchise Agreement, the Accepted Programme and/or the
Transitional Programme including:

(i) any scope agreed or determined in accordance with paragraphs 1.1 a or4.1,
4.2 and 4.3 (as appropriate) of Schedule 18.2 (Accepted P pecific
Requirements); and

e Franchisee
mptly;

(i) each timescale set out and, where no timescale is set
Agreement, Accepted Programme or Transitional Progsé

(b) using all reasonable endeavours to comply with the Resourcing [P and the Resourcing
Strategy;

(c) in accordance with the Shadow Operator Procure Qegy and Shadow Operator
Financial Management Strategy; C

(d) with reasonable skill, care and diligence and &)rdance with Good Industry Practice;
and

(e) in a demonstrably objective and u
any real or perceived conflicts of in

er and shall take reasonable steps to avoid
erforming the Shadow Operator Services.

The Franchisee shall have regard to e of the following when performing the Shadow Operator
Services:

(a) the HS2 Strategic Goals;
ising policy of the Secretary of State, including the Secretary

(b) any publicly availa n
of State’s polici k:train integration set out in “Connecting people: a strategic
vision for ra Q

(c) Value for

relation to the GB Railway.

Without judice te paragraph 3.1(b) and 3.1(d), the Franchisee shall ensure that it provides a

sufficj 5 | ppropriately skilled resource to:

(a rf the Shadow Operator Services in accordance with the Franchise Agreement, the
epted Programme, the Transitional Programme and the Collaboration Agreement; and

(b) provide representatives to attend appropriate meetings, including with relevant
Stakeholders, HS2 Limited, Network Rail and such other persons as may be required for
the Franchisee to perform the Shadow Operator Services in accordance with this Schedule
18.

The Secretary of State may, at any time, perform itself or retain third parties to perform the
Shadow Operator Services (or any part thereof) and/or any services similar, related to or
substantially the same as the Shadow Operator Services.

The Franchisee shall, by no later than four (4) months following the Start Date, establish a
programme wide assurance framework in relation to the Shadow Operator Services consisting of
the following three (3) levels:
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3.6

3.7

3.8

4.1

(a) Level 1 - the Franchisee’s leadership team shall provide the first level of assurance, review
and challenge by ensuring that the conclusions and recommendations are evidence based.
The Franchisee shall establish a peer review team for each workstream (comprised of the
directors of the Parents or (as applicable) directors of relevant and appropriate Affiliates
of the Franchisee) to provide an additional level of accountability and assurance;

(b) Level 2 - the Managing Director for Shadow Operator Services shall chair a steering group
which shall:

() review and challenge deliverables, including the Required Output Reports and
Functional Requirements; and

(i) ensure that all options for deliverables are considered; and

(iii) be responsible for signing off all deliverables prior to submissi

(c) Level 3 - an external independent review panel which shall mee
an early stage of the development of the Accepted Program

() review strategic options identified by delivery teams query whether all
opportunities have been considered;

(i) challenge strategic option selection and 'Qae the evidence base and
conclusions reached by delivery teams; and

(iii) assess whether the Franchisee has
articulating how the proposed stratedic

id§sufficient attention to identifying and

ioh will deliver Value for Money.
The Franchisee shall ensure that the Le escribed in paragraph 3.5(c) above shall
comprise at least six (6) members, at le thirds of who shall be independent from the
Franchisee, and who shall be from a wide ra of disciplines. The Franchisee shall prepare a list
of proposed Level 3 panel members f e approval of the Secretary of State prior to establishing
the panel, and shall notify the Secretar State and seek further approval for any subsequent

replacement panel member, such val not to be unreasonably withheld or delayed.
The Franchisee shall apply th rance framework described at paragraph 3.5 above in relation
to the performance of the 0 perator Services.

The Franchisee sha ithi n (10) Weekdays of the completion of the assurance framework
process described @tparagraphs 3.5 and 3.6 of this Schedule 18.1, certify its compliance with
such assurance fr rk in writing (signed by a statutory director of the Franchisee) to the
Secretary

rator Personnel

o the Franchisee’s obligation pursuant to paragraph 3.1 of Schedule 11.2
ent Information), on or before the Shadow Operator Start Date, the Franchisee shall

(@) a schedule of Key Shadow Operator Personnel who are or shall be employed or contracted
by the Franchisee in the performance of the Key Shadow Operator Roles (identifying any
vacancies); and

(b) an organisation chart detailing the responsibilities and reporting lines of each of the Key
Shadow Operator Personnel,

in each case to the Secretary of State’s reasonable satisfaction.
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4.2

4.3

4.4

5.1

5.2

5.3

6.1

The Franchisee shall update each of the schedule and organisation chart provided to the Secretary
of State in accordance with paragraph 4.1 as and when any changes occur and provide a copy to
the Secretary of State promptly thereafter.

The Franchisee shall use all reasonable endeavours to appoint a suitably qualified person to any
vacant Key Shadow Operator Role as soon as practicable.

The Franchisee shall not amend any responsibilities and reporting lines relating to a Key Shadow
Operator Role, without giving prior notice in writing to the Secretary of State.

Compliance with Resourcing Plan

The Franchisee shall use all reasonable endeavours to comply with the Resourcing nd shall

deliver a report to the Secretary of State in respect of such compliance no | a e each

Shadow Operator Performance Period in accordance with paragraph 5.2 of{thisj|Schedule 18.1

(each a "Resourcing Plan Compliance Report”).

The Franchisee shall submit to the Secretary of State: Q

(a) the first Resourcing Plan Compliance Report no later than six onths following the
Start Date; and

(b) thereafter, a Resourcing Plan Compliance Report: §

() at the same time as a Shadow Operato Review Checklist is delivered by
the Franchisee to the Secretary of in accordance with paragraph 3.4 of

Schedule 18.4 (Shadow Operatar Anhu iew); and

(i) in each Shadow Operator,
following the most recent d

e Period, no later than six (6) months
ission required by paragraph (b)(i).

Each Resourcing Plan Compliance Repegt provided to the Secretary of State in accordance with
paragraph 5.2 of this Schedule 18.1@

(a) set out in detail the Fran€his@e’s 'compliance with the Resourcing Plan for the period from
the date of the imme eceding Resourcing Plan Compliance Report (except in the
case of the first R ing”Plan Compliance Report, which shall be from the date of the
Shadow Operat te) until the date of that Resourcing Plan Compliance Report;

(b) identify an &in reasonable detail the reasons for any material non-compliance;

(c) be i% t as the Secretary of State may specify from time to time; and
(d) ¢ i h other information as the Secretary of State may specify from time to time.
rform the Shadow Operator Services

t prejudice to the provisions of Schedule 10 (Remedies, Events of Default and Termination
or the provisions of paragraph 19 of this Schedule 18.1, where the Secretary of State
notifies the Franchisee that the Secretary of State reasonably considers that any part of the
Shadow Operator Services has not been performed in accordance with the Franchise Agreement,
the Accepted Programme and/or the Transitional Programme (including any scope agreed or
determined in accordance with paragraphs 1.1 and 1.2 or 4.1, 4.2 and 4.3 (as appropriate) of
Schedule 18.2 (Accepted Programme Specific Requirements)), the Franchisee shall:

(a) take whatever action is necessary to minimise the impact of the failure, including by
promptly performing any Shadow Operator Services which have not been performed;

(b) where the relevant Shadow Operator Services have been performed but the Secretary of
State reasonably considers that they have not been performed in accordance with the
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6.2

7.1

7.2

8.1

Franchise Agreement, the Accepted Programme and/or the Transitional Programme, re-
perform (including by taking any of the actions set out in paragraphs 1.6 and/or 2.5 of
Schedule 18.2 (Accepted Programme Specific Requirements) (as appropriate)) (at the
Franchisee’s own cost) the relevant Shadow Operator Services so as to meet the
requirements of the Franchise Agreement, the Accepted Programme and/or the
Transitional Programme;

(c) where the failure relates to a timescale set out in the Franchise Agreement, Accepted
Programme and/or Transitional Programme as set out in paragraph 3.1(a)(ii) of this
Schedule 18.1, take all necessary steps to complete the relevant Shadow Operator
Services promptly;

(d) upon the request of the Secretary of State, at the Franchisee’s own cost, in igate the
cause of any failure to perform the Shadow Operator Services and pr t cretary
of State with a report outlining the reasons for the failure and the stepsS which the
Franchisee shall take in order to prevent any similar failure from rin d

(e) upon the request of the Secretary of State, implement th g but in the report
provided to the Secretary of State in accordance with paragraph 641(d) or such other steps
as the Secretary of State may reasonably request in order to p t any similar failure
from recurring.

Where any part of the Shadow Operator Services has not erformed by the Franchisee in
accordance with the Franchise Agreement, the Accepted Pr mme and/or the Transitional
Programme (including any scope agreed or determined(in rdance with paragraphs 1.1 and
1.2 or 4.1 and 4.2 (as appropriate) of Sche 8.2 (Accepted Programme Specific

nogif ecretary of State of such failure and
dule 18.1 in relation to such failure.

Requirements)), the Franchisee shall promptl
then take the steps set out in paragraph 6.1 0

The Collaboration Agreement

Each of the Secretary of State an e Franchisee shall comply with the provisions of the
Collaboration Agreement until the t ination or expiry of the Collaboration Agreement.

Any failure by the Franchisee to ly"with the provisions of the Collaboration Agreement shall
constitute a contravention of afnchise Agreement.

Contractualisation of Confirmable Obligations
Where:

al Output Report contains drafting and/or amendments to the Franchise
A reflect the impact of the Recommended Option on any IOC Confirmable
ﬁg&z in accordance with paragraph 2.3(f) of Schedule 18.2 (Accepted Programme
&I} equirements), where applicable by reference to the means of confirmation for
t IOC Confirmable Obligation contained in Appendix 1 to Schedule 20 (IOC Confirmable
igations);

(a) an

(b) the Franchisee has provided amendments to the IOC Modelling Suite necessary for the
Franchisee to comply with the IOC Performance Regime and IOC Benchmarks in
accordance with paragraph 9.2 of this Schedule 18.1; or

(c) where either Party provides the other with any proposed drafting relating to any I0C
Confirmable Obligation (other than under (a) or (b) above), where applicable by reference
to the means of confirmation for that IOC Confirmable Obligation contained in Appendix 1
to Schedule 20 (IOC Confirmable Obligations);

then:
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8.2

8.3

8.4

8.5

8.6

9.1

(d) within twenty (20) Weekdays of:

(i) the Secretary of State giving notice of the Secretary of State’s approval in
accordance with paragraph 2.4 of Schedule 18.2 (Accepted Programme Specific
Requirements); and/or

(i) the Franchisee providing the amendments to the I0C Modelling Suite in accordance
with paragraph 9.2 of this Schedule 18.1; or

(iii) providing the other with proposed drafting as described in paragraph 8.1(c),
the Franchisee and the Secretary of State shall agree a process to finalise the drafting for

the relevant IOC Confirmable Obligation (to convert that into an IOC Confirm igation)
or the IOC Performance Regime and the updates to the IOC Modelling Suite; r

(e) where the Integrated Operator Start Date has occurred and the 3 ant Confirmed
Obligation will come into effect in the then current Franchisee Yega peior to the next
occasion on which the IOC Modelling Suite should be Placed j W il accordance with
paragraph 1.1(b) of Schedule 9.2B (IOC Escrow Documents and Shadow Operator Escrow
Documents), the approved Final Output Report shall constitu otice of a proposed
Change to the IOC Cost Budget in accordance with paragrap® 2.1 of Schedule 9.1B
(Financial and Other Consequences of Change) an rovisions of Schedule 9.1B
(Financial and Other Consequences of Change) sh ly To determine the necessary
Change to the IOC Cost Budget.

If the Parties are unable to agree a process to finalis e'drafting for the relevant IOC Confirmable
Obligation or the IOC Performance Regime and ates to the IOC Modelling Suite in
accordance with paragraph 8.1(d) of this S .1, then the Secretary of State shall
reasonably determine such process.

Notwithstanding any process agreed under p raph 8.1(d) of this Schedule 18.1, the Franchisee
shall, within a reasonable period of iving ‘a request from the Secretary of State, attend a
meeting with the Secretary of Stat@ch location as the Secretary of State may specify) to

discuss any drafting for the releva Confirmable Obligation or the IOC Performance Regime
and/or updates to the I0C Mod Suite. The Franchisee shall ensure that the representatives
of the Franchisee at such mee clude such directors and/or senior managers of the Franchisee
and such directors and/or nagers of the Parent as the Secretary of State may reasonably
require.

If the Parties have ed the drafting for the relevant IOC Confirmable Obligation or the I0C

circumstances in paragraph 8.1(e) of this Schedule 18.1 apply, any Change to the I0C
udget, the Parties shall execute a variation agreement to amend the Integrated Operator
Provisions in accordance with the agreed or determined drafting.

Upon execution of a variation agreement in accordance with paragraph 8.5 of this Schedule 18.1,
the Franchisee shall provide the Secretary of State with an IOC Modelling Suite which has been
amended as agreed or determined in accordance with this paragraph 8 and an IOC Record of
Assumptions reflecting the amended I0C Modelling Suite each of which shall be Placed in Escrow.

Contractualisation of the I0C Benchmarks

At any time following submission by the Franchisee to the Secretary of State of:
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9.2

10

10.1

10.2

10.3

10.4

(a) the High Speed Operational Performance Criteria Plan under paragraph 46 of Schedule
18.2 (Accepted Programme Specific Requirements), the Secretary of State may provide
the Franchisee with its proposed drafting for the operational performance aspects and any
other related aspects of the IOC Performance Regime and the I0OC Benchmarks; and

(b) the Passenger Proposition under paragraph 49.6 of Schedule 18.2 (Accepted Programme
Specific Requirements), the Secretary of State may provide the Franchisee with its
proposed drafting for the customer experience and engagement aspects and any other
related aspects of the I0OC Performance Regime and the IOC Benchmarks.

Within a reasonable period following the provision by the Secretary of State of each of the:

(@) drafting required under paragraph 9.1(a); and/or v

(b) drafting required under paragraph 9.1(b),

the Franchisee shall provide the Secretary of State with the amendme OC Modelling
Suite necessary for the Franchisee to comply with the relevant asp 0 OC Performance
Regime and the IOC Benchmarks.

First IOC Year Budget Setting Process

The Franchisee shall by no later than three (3) Reporting @fore the Anticipated Switch
Review Date or, if the Switch Review has occurred, the Integra Operator Start Date submit to
the Secretary of State drafts of the IOC Cost Budget, d of Assumptions and a periodic

forecast of the Forecast I0OC Revenue for the First I r. Each such draft shall be prepared in
accordance with paragraph 10.4 of this Schedule

The Parties shall, in good faith, seek to agr
and the associated I0C Record of Assump

nt IOC Cost Budget, Forecast IOC Revenue
each Reporting Period in the First IOC Year.

In the event that the IOC Cost Bud IOC Record of Assumptions and/or the Forecast 10C
Revenue are not agreed by one (1)qRepoiting Period before the Integrated Operator Start Date
then the Secretary of State shall ably determine, to the extent not agreed, the relevant
I0OC Cost Budget, I0C Record umptions and Forecast IOC Revenue and the Secretary of
State shall (inter alia) take a :

(@) the Franchisee’ ons to perform the Franchise Services in accordance with the

ise Agreement; and

(b) 2asonable opinion of the Secretary of State) in relation to the proposed
ost Budget, I0C Record of Assumptions and/or the Forecast IOC Revenue,
e has acted as an Efficient Operator.

The I &xdget and Forecast IOC Revenue shall:

a) pt a format and structure which facilitates the easy comparison of costs and revenue
with the information reported in the IOC Management Accounts and the IOC Annual
Management Accounts;

(b) be identical to the outputs of the IOC Modelling Suite as most recently Placed in Escrow;
(c) in the case of:

(i) the IOC Cost Budget and associated IOC Record of Assumptions, make no
assumptions or include any costs or adjustments which would not fall within the
definition of Actual IOC Costs or which (unless otherwise expressly agreed in writing
with or required by the Secretary of State) would not be included by an Efficient
Operator; and
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10.5

10.6

10.7

10.8

(i) the Forecast IOC Revenue and associated IOC Record of Assumptions, make
assumptions and include all revenue and adjustments which would fall within the
definition of Actual IOC Revenue or which (unless otherwise expressly agreed in
writing with or required by the Secretary of State) would be included by an Efficient
Operator;

(d) adopt:

() the format as agreed by the Parties, or failing such agreement as reasonably
determined by the Secretary of State; and

(i) the same accounting principles and standards as set out in the IC Record of
Assumptions most recently Placed in Escrow (as these may be varied eement

between the Parties or, in the case of accounting standards t ay be
reasonably revised by the Secretary of State to take account offichanges to GAAP);

(e) include an amount to reflect the depreciation or amortisation of VQASSEts during the
First IOC Year; and

(f) identify any proposed:

(i) payments to an Affiliate of the Franchisee (inc%nagement fees, royalty fees

director or officer of the Franchisee,

in each case by reference to each Reporting P e First IOC Year.

At the same time as the Franchisee subm raft IOC Cost Budget to the Secretary of State
in accordance with paragraph 10.1 of this edule 18.1, the Franchisee shall provide to the
Secretary of State:

(a) an extract of the Franchise Qor Non-Current Asset register setting out:

() each Fixed or =

and any commission); and
(i) payment of any fees, remuneration and@n contributions in respect of any

nt Asset owned by the Franchiseeg, including those Fixed or
hich have been fully depreciated;

Non—Currer%
(i) an a & ation (determined in accordance with GAAP) of each Fixed or Non-

Curr, t; and

(iii) ining useful economic life as calculated by applying GAAP accounting
. xsu ptions as appropriate to the asset of each Fixed or Non-Current Asset; and
(b) ti

te addressed to the Secretary of State and signed by a statutory director of the
nchisee confirming that the contents of the extract provided under paragraph 10.5(a)
true and accurate.

If requested by the Secretary of State, the Franchisee shall promptly provide written confirmation
from the auditor of the Franchisee that the contents of the extract provided under paragraph
10.5(a) are consistent with the Franchisee’s Annual Audited Accounts.

The Secretary of State may, by serving notice on the Franchisee, designate any of the Fixed or
Non-Current Assets included in the register submitted to the Secretary of State in accordance
with paragraph 10.5 as a Primary Franchise Asset and such Fixed or Non-Current Asset shall
transfer to a successor operator at nil value.

By no later than two (2) Reporting Periods following receipt of the draft IOC Cost Budget, IOC
Record of Assumptions and periodic forecast of the Forecast IOC Revenue for the First IOC Year
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10.9

11

11.1

in accordance with paragraph 10.1 of this Schedule 18.1, the Secretary of State shall notify the
Franchisee, in respect of each RV Asset, whether at the Integrated Operator Start Date:

(a) the relevant RV Asset shall be de-designated as an RV Asset with effect from the Integrated
Operator Start Date, in which case:

(i) the Secretary of State shall pay to the Franchisee an amount equal to the RV Asset
Transfer Value (or, if the Integrated Operator Start Date is later than 1 April 2026,
the Revised RV Asset Transfer Value calculated in accordance with paragraph
1.4(a)) within fifty (50) days following the ICWC Expiry Date;

(i) the Franchisee shall resubmit the IOC Cost Budget in accorda with this

paragraph 10 of Schedule 18.1 (Shadow Operations) without i ng any
amounts to reflect depreciation in respect of the relevant RV A

(iii) the relevant RV Asset shall not be included in the Appe to Schédule 14.6B
(Residual Value Mechanism); and

(iv) notwithstanding its de-designation as an RV Asset, thg relevant asset shall remain
designated as a Primary Franchise Asset which shall fer to a Successor
Operator at nil value and the Appendix to Schedule_14.4B Il be updated to reflect
such designation; or

(b) the relevant RV Asset shall remain an RV Asset, in whic se:

(i) the relevant RV Asset shall be includedsi
Value Mechanism) with (subject.to parz
being included as was included
Mechanism);

pendix 1 to Schedule 14.6B (Residual
(ii)) the same RV Asset Information
dix 1 to Schedule 14.6A (Residual Value

(i) Column 2 of the table in Appendi
shall be completed by t
applicable to each RVeAss

to Schedule 14.6B (Residual Value Mechanism)
ecretary of State adjusting the RV Asset Transfer Value
y depreciating each such RV Asset on a straight line
bases from the Plan elivery Date until the end of the Franchise Period, so that
the RV Asset Tra alue for each such RV Asset from the Integrated Operator
Start Date wi t residual value of each such RV Asset following such
depreciatio t the Expiry Date or, if the RV Asset has been fully depreciated on
that basi xpiry Date, nil.

If the Secretary o 3 ails to provide a notice to the Franchisee under paragraph 10.8 in

etary of State had notified the Franchisee that the relevant RV Asset is to
as at the Integrated Operator Start Date.

witch Review Date, Anticipated High Speed Start Date and Anticipated
stablished Services Date

cretary of State may, from time to time, notify the Franchisee in writing of an amendment

(@) Anticipated Switch Review Date;

(b) Anticipated High Speed Start Date; and/or

(c) Anticipated High Speed Established Services Date,
provided that:

(d) such notice is provided to the Franchisee at least one month prior to the date originally
specified;
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11.2

12

12.1

12.2

12.3

12.4

12.5

(e) the Secretary of State may not amend any of the dates referred to in paragraphs 11.1(a)
to 11.1(c) by bringing them forward in time;

(f) in respect of the Anticipated High Speed Start Date, the amended date notified to the
Franchisee under this paragraph 11 is no earlier than the date on which the Secretary of
State reasonably considers that the Franchisee can commence operation of the High Speed
Services in accordance with the Integrated Services TSR (as the same may have been
amended by any Integrated Services TDR Amendment issued in accordance with
paragraph 8.6(a) of Schedule 18.3 (Transitional Programme Specific Requirements)); and

(9) in respect of the Anticipated High Speed Established Services Date, the amended date
notified to the Franchisee under this paragraph 11 is no earlier than the dategen which the

Secretary of State reasonably considers that the Franchisee can commenc tion of
the High Speed Services in accordance with the Established Integrat r SR (as
the same may have been amended by any Integrated Services TDR Amendment issued in
accordance with paragraph 8.6(a) of Schedule 18.3 (Transitio rog e Specific

Requirements)).

For the avoidance of doubt, where the Secretary of State notifiesfithe Franchisee of any
amendment to the Anticipated Switch Review Date, Anticipated High d Start Date and/or
Anticipated High Speed Established Services Date, either Party may propose a Change to reflect

the impact of such amendment on the Shadow Operator Sefuicesphthe Cost Baseline and/or the

Transitional Budget.
Liability \;)
Iu% bility of either the Franchisee or the

Nothing in this Schedule 18.1 shall limit or e
Secretary of State:

(a) for death or personal injury cause igence;

(b) for any fraud or fraudulent misgepresentation (including that of its officers, employees,
agents, contractors or subcontracters);

(c) under the indemnity giv aragraph 12.15 of this Schedule 18.1;

(d) under the indemni enat paragraph 14.8 of this Schedule 18.1; or

(e) for any maEE% ct of which it would be unlawful for the Parties to exclude or limit
their liabili

Subject to 12.1 of this Schedule 18.1, the maximum aggregate liability of the
Franchise he“Secretary of State in connection with the performance of the Accepted
% ific Requirements and the Accepted Programme (whether in contract, tort
& ence), under the Act or otherwise) shall be ten million pounds (£10 million).
isee’s liability to the Secretary of State in connection with the performance of any
of the Franchise Agreement other than the performance of the Accepted Programme

Specific Requirements and the Accepted Programme (whether in contract, tort (including
negligence), under the Act or otherwise), shall be uncapped.

For the avoidance of doubt, the provisions of Schedule 10.4 shall apply to this Schedule 18.1.

Subject to the Franchisee’s compliance with paragraphs 12.7 to 12.9 and 12.11 of this Schedule
18.1, the Franchisee shall not be responsible for any failure to perform any of its obligations under
Schedule 18 (Shadow Operator) and/or Schedule 19.4 (High Speed Services Review), nor shall
any such failure constitute a contravention of the Franchise Agreement, if and to the extent that
such failure is caused by any Shadow Operator Delay Event.
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12.6 Where paragraph 12.5 of this Schedule 18.1 applies, the Secretary of State shall have due regard
to that Shadow Operator Delay Event in completing the Shadow Operator Annual Review
Scorecard for the relevant Shadow Operator Performance Period under paragraph 6 of Schedule
18.4 (Shadow Operator Annual Review) and shall not apply any scoring deduction as a result of
any failure by the Franchisee to perform any of its obligations under the Franchise Agreement, to
the extent that such failure is caused by a Shadow Operator Delay Event.

12.7 The Franchisee shall promptly give notice in writing to the Secretary of State if it becomes aware
that a Shadow Operator Delay Event is going to occur or is reasonably likely to occur.

12.8 If any Shadow Operator Delay Event occurs, or on request by the Secretary of State following
receipt of a notice from the Franchisee under paragraph 12.7 of this Schedule 18.1 gthen without
prejudice to the Franchisee’s obligations to comply with the Franchise Agreement, t nchisee
shall promptly notify the Secretary of State in writing of the Shadow Oper ent (a
“Shadow Operator Delay Event Notice”), giving full details of the nature @f the event and its

potential consequences and impact on the:

(a) Accepted Programme or Transitional Programme (including costs);

(b) Franchisee’s compliance with the Accepted Programme Speci equirements and/or
Transitional Programme Specific Requirements; and/or

(c) Franchisee’s ability to comply with its obligations in % 1.1 of Schedule 19.4 (High
Speed Services Review). C

12.9 Following provision of a Shadow Operator Delay Ev &ce, the Franchisee shall submit within
a timescale reasonably appropriate to the natuge o dow Operator Delay Event in question
(subject to a maximum of twenty (20) Week € Secretary of State for approval a plan
(the “"Shadow Operator Delay Action Plan”) hadow Operator Delay Event, which shall
include:

(a) a reasonably detailed proposalmincluding any proposal for a Change or Variation to the
Accepted Programme, Accepted Rrogramme Modelling Suite, Transitional Programme
Transitional Modelling Suitejthe, Anticipated High Speed Start Date, the Anticipated High

Speed Established Servi te"and/or any waiver of a High Speed Services Preparation
Obligation effective t e and address the impact of the Shadow Operator Delay
Event; and

(b) details for % g such proposals and the Franchisee’s forecast of the impact of
such propo he Franchisee’s compliance with its obligations under the Franchise
Agreement
12.10 Following t of%a Shadow Operator Delay Event Notice (whether before, along with or after
& dow Operator Delay Action Plan required pursuant to paragraph 12.9 of this
7 the Secretary of State shall notify the Franchisee of any action the Secretary of

recei
ex
oses to take, or to require the Franchisee to take, with respect to the Shadow Operator
t, which may include:

(a) agreement to part or all of the proposals set out in the Shadow Operator Delay Action
Plan, in which case the Franchisee (and, to the extent specified in the Shadow Operator
Delay Action Plan, the Secretary of State) shall implement the Shadow Operator Delay
Action Plan in accordance with its terms;

(b) requests that the Franchisee revise the Shadow Operator Delay Action Plan to take into
account any alternative proposals suggested by the Secretary of State, in which case the
Franchisee shall re-submit the Shadow Operator Delay Action Plan and this paragraph
12.10 shall apply again following that re-submission;
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(c) if relevant, responses to the Franchisee’s proposal for a Change or Variation to the
Accepted Programme, Accepted Programme Modelling Suite, Transitional Programme
and/or Transitional Modelling Suite in accordance with Schedule 9.1B (Financial and Other
Consequences of Change) or Schedule 9.3B (Variation to the Franchise Agreement), as
applicable;

(d) proposals for an alternative Change or Variation pursuant to Schedule 9.1B (Financial and
Other Consequences of Change) or Schedule 9.3B (Variation to the Franchise Agreement),
as applicable;

(e) a change to the Anticipated High Speed Start Date, the Anticipated High Speed Established
Services Date and/or a waiver of any relevant High Speed Services Preparatign Obligation;
and/or

(f) any other action as the Secretary of State sees fit in the circumstanc

and any such response shall be without prejudice to the other rights dre ilable to the
Secretary of State under the Franchise Agreement, or otherwise.
12.11 The Franchisee shall use its reasonable endeavours to mitigate thellipgpact of any Shadow

Operator Delay Event.

its contractors, sub-contractors and Affiliates shall not) brifig a oceedings, claims or demands
against HS2 Limited (whether in contract, tort (includind’'négligence), or otherwise) arising out of
or in relation to the Shadow Operator Services (includin

12.12 Subject to paragraph 12.14 of this Schedule 18.1, the Fran@ shall not (and shall procure that

ny Shadow Operator Delay Event).

12.13 Subject to paragraph 12.14 of this Schedule
Limited (and the contractors, sub-contra
proceedings, claims or demands (whethe
against the Franchisee arising out of or in re
Operator Services.

12.14 The provisions of paragraphs 12.1 2.13 of this Schedule 18.1 do not prevent the Franchisee
or HS2 Limited from bringing cl nder:
r

(@) the HS2 Track Accg€s ment; or

ract, tort (including negligence), or otherwise)
ion to the Franchisee’s performance of the Shadow

(b) any other contraet b een the Franchisee and HS2 Limited, provided that such contract
has not be téed into with the aim of avoiding the restrictions set out in paragraph
12.12 and/ 3 of this Schedule 18.1.

12.15 The Franchi ondemand, shall hold the Secretary of State fully protected and indemnified in
respe t’% s, liabilities, costs, charges, expenses, actions, proceedings, claims or demands

N ade on the Secretary of State to the extent arising out of or in relation to any

the Franchisee to comply with paragraph 12.12 of this Schedule 18.1, including any

e by HS2 Limited under paragraph 14.3 of Annex 11 of the Development Agreement.

12.16 cretary of State, on demand, shall hold the Franchisee fully protected and indemnified in
respect of all losses, liabilities, costs, charges, expenses, actions, proceedings, claims or demands
incurred by or made on the Franchisee out of or in relation to any failure by the Secretary of State

to comply with paragraph 12.13 of this Schedule 18.1.
13 Insurance
13.1 The Franchisee shall take out and maintain during the Shadow Operator Term, and for six (6)

years following expiry of the Shadow Operator Term (or, if earlier, six (6) years after the date of
termination of the Franchise Agreement), professional indemnity insurance for an insured amount
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13.2

13.3

13.4

13.5

13.6

14

14.1

14.2

14.3

14.4

14.5

of not less than ten million pounds (£10,000,000) per occurrence and in the aggregate with a
reputable insurance company and on terms acceptable to the Secretary of State.

The Franchisee shall promptly provide to the Secretary of State:

(a) certificates evidencing the insurance policy required under paragraph 13.1 of this Schedule
18.1; and

(b) copies of any written notice of:
() its intention not to renew such policy; and/or

(i) any material adverse change relating to such policy,

and in each case its intended replacement policy, at least thirty (3%;rior to the

expiration of its term.
The Franchisee shall not do or cause anything to be done to iny, %insurance policy

required by this paragraph 13.

If the Franchisee fails to effect the insurance policy require
Secretary of State may effect such insurance policy and pay
for that purpose. If the Secretary of State pays any such p
shall be entitled to set off, or recover at the Secretary
compensation for administrative costs incurred by

insurance policy against any sums due to the Franchi

under\this paragraph 13, the
miums as may be necessary
ms, then the Secretary of State
option as a debt, reasonable
tary of State in effecting such
ea@yunder the Franchise Agreement.

On request from the Secretary of State, the F
any information which the Secretary of S
with paragraph 13.4 of this Schedule 18.1%

all provide the Secretary of State with
In order to effect insurance in accordance

the Secretary of State’s interest shall at all times be

On request from the Secretary of S
iged er this paragraph 13.

noted on all insurance policies requ

Intellectual Property Rights@
Subject to paragraph 8 of ule”1.5 (Information about Passengers), the Franchise Agreement

shall not operate to assi title, interest or Intellectual Property Rights in any Franchisee
Material or Secreta Q‘j aterial.

The Secretary of nereby grants, or shall procure the grant of, to the Franchisee a non-
exclusive, Sferable, royalty free, paid-up, worldwide, personal licence to use, copy,
maintain odify the Secretary of State Material during the Franchise Period to the extent
necessdr the sole purpose of the proper performance of the Franchise Services.

N

anted to the Franchisee under paragraph 14.2 of this Schedule 18.1 shall terminate
Ily at the end of the Franchise Period or (if earlier) when such Secretary of State
ial is no longer required in connection with the performance of the Franchise Services.

The Franchisee hereby grants, or shall procure the grant of, to the Secretary of State a perpetual
non-exclusive, irrevocable, worldwide, paid-up, royalty-free licence to use, copy, maintain,
transmit and modify any Franchisee Background Material to the extent necessary and for the sole
purpose of enabling the Secretary of State to receive the full benefit of the Shadow Operator
Services both during and after the Franchise Period, and such licence shall be transferable and/or
capable of being sub-licensed.

The Franchisee hereby grants, or shall procure the grant of, to the Secretary of State a perpetual
exclusive (subject only to the licence grant made in paragraph 14.7 of this Schedule 18.1),
irrevocable, worldwide, paid-up royalty-free licence to use, copy, maintain, transmit, distribute,
publish and modify all Franchisee New Material for any purpose, and such licence shall be
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14.6

14.7

14.8

15

15.1

15.2

15.3

transferable and/or capable of being sub-licensed. Notwithstanding the provisions of this
paragraph 14.5, the Franchisee shall be entitled to use the Franchisee New Material during the
Franchise Period and for the sole purpose of the proper performance of the Franchise Services.

The Secretary of State shall procure the grant to the Franchisee of a non-exclusive, non-
transferable, royalty free, paid-up, worldwide, personal licence to use, copy, maintain and modify
the HS2 Limited Material during the Franchise Period to the extent necessary and for the sole
purpose of the proper performance of the Shadow Operator Services.

Without prejudice to paragraph 8 of Schedule 15.4 (Provisions Applying on and after Termination),
upon expiry of the Franchise Period, the Franchisee shall grant to each and every Successor
Operator a non-exclusive, worldwide, irrevocable, perpetual royalty-free licence use, copy,
maintain and modify the Franchisee New Material as may, in the reasonable opini of the
Secretary of State, be necessary for any Successor Operator to perform ic ilar or
equivalent to the Franchise Services after the expiry of the Franchise Period.

The Franchisee shall indemnify, defend and hold harmless the Secreta até’ in respect of
any and all losses, liabilities, costs, charges, expenses, actions, pro i aims or demands
incurred by or made on the Secretary of State whether wholly i (, resulting from, or
connected in any way with:

(a) any claim that any Franchisee Material or the use, r ion or exploitation of any of
the same by or on behalf of the Secretary of Sta
accordance with the Franchise Agreement infrin
rights in respect of confidential information of

ntellectual Property Rights or
arty; and

(b) any claim that any Secretary of State
any third party, if the claim is based o
modified (directly or indirectly) apy Se
Franchise Agreement.

Shadow Operator Stakeholder Su
The Franchisee shall, no later tha |:6) months after the Start Date, submit to the Secretary

of State for approval a draft Sh perator Stakeholder Survey which shall be used as part of
the Shadow Operator Annual

| inges the Intellectual Property Rights of
at able to the fact that the Franchisee has
of State Material in contravention of the

The Shadow Operator :@ der Survey shall enable an assessment of:

(@) the Franchijs®€

proach to collaborative working in its performance of the Shadow
Operator Se ;

U

(b) th ern which the Franchisee has sought to address challenges which have arisen
Ke rmance of the Shadow Operator Services (including whether the Franchisee has
a

onstructive and pro-active approach to solving such challenges);
C) satisfaction of Stakeholders, the Department, HS2 Limited and Network Rail; and
(d) the Franchisee’s performance in the relevant Shadow Operator Performance Period in
comparison to the Franchisee’s performance in any prior Shadow Operator Performance
Period, whether by maintaining materially similar survey questions or by other means.

If:

(a) the Secretary of State approves the draft Shadow Operator Stakeholder Survey submitted
to it pursuant to paragraph 15.1, such document shall become the Shadow Operator
Stakeholder Survey; or

(b) the Secretary of State does not approve the draft Shadow Operator Stakeholder Survey
submitted to it pursuant to paragraph 15.1, then the Franchisee shall make:
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15.4

15.5

16

16.1

16.2

16.3

(i) such amendments as the Secretary of State shall reasonably direct; and

(i) re-submit a revised draft Shadow Operator Stakeholder Survey by such date as the
Secretary of State may reasonably specify (and the provisions of paragraph 15.1
to 15.3 shall apply to such re-submitted draft).

For each Shadow Operator Performance Period, prior to undertaking the Shadow Operator
Stakeholder Survey in accordance with paragraph 3.3 of Schedule 18.4 (Shadow Operator Annual
Review), the Franchisee shall submit to the Secretary of State for approval:

(@) the questions to be included in that Shadow Operator Stakeholder Survey; and

(b) the list of Stakeholders (including, where requested by the Secretary of Sta names
or roles of individuals representing such Stakeholders) whom the Fra ise ses to
invite to respond to the Shadow Operator Stakeholder Survey.

If:

(a) the Secretary of State approves the questions and list of Stakého s submitted to it
pursuant to paragraph 15.4, the Franchisee shall include such tions in the Shadow
Operator Stakeholder Survey and shall invite such Stakeholdersy”and Network Rail, HS2
Limited and the Department, to respond to it; or

(b) the Secretary of State does not approve the esti and/or list of Stakeholders
submitted to it pursuant to paragraph 15.4, thefi't cretary of State shall reasonably
determine the questions and/or list and the Egan€hisee shall include such questions in the
Shadow Operator Stakeholder Survey and invite such Stakeholders, and Network
Rail, HS2 Limited and the Departm spond to it in accordance with that
determination.

Shadow Operator Performance Meeting

The Parties shall hold a Shadow O
Period (or at such other time or in
writing) at a time and locatio

erformance Meeting at least once in every Reporting
as the Secretary of State may notify to the Franchisee in
otified to the Franchisee by the Secretary of State. The
Secretary of State may invite s from Network Rail and HS2 Limited to attend any Shadow
Operator Performance Me or'such part of any Shadow Operator Performance Meeting as the

Secretary of State consi ssary.
The Franchisee sh S that:
es of the Franchisee at a Shadow Operator Performance Meeting shall

irectors and/or senior managers of the Franchisee as the Secretary of State
e; and

(b Xentatives of the Parent (which shall include such directors and/or senior managers
the Parent as the Secretary of State may require) attend a Shadow Operator
Performance Meeting at least once every quarter.

The Franchisee shall prepare and present to each Shadow Operator Performance Meeting:

(a) a report setting out the Franchisee’s performance of the Shadow Operator Services against
the Accepted Programme, the Accepted Programme Specific Requirements, the
Transitional Programme and the Transitional Programme Specific Requirements, in the
Reporting Period prior to the Reporting Period in which the Shadow Operator Performance
Meeting is held;

(b) a report setting out the Franchisee’s forecast of performance of the Shadow Operator
Services against the Accepted Programme, the Accepted Programme Specific
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16.4

17

17.1

17.2

Requirements, the Transitional Programme and the Transitional Programme Specific
Requirements:

(i) for all Shadow Operator Services that are being performed in the Reporting Period
in which the Shadow Operator Performance Meeting is held and all Shadow
Operator Services that are scheduled to commence during the next Shadow
Operator Performance Period; and

(i) for such longer term, or in respect of such other activities, as the Secretary of State
may reasonably request (subject to the Franchisee receiving at least twenty eight
(28) days’ notice of the requirement to prepare and present a report on such basis);
and

(c) such other reports as the Secretary of State may reasonably requ S to the
Franchisee receiving at least twenty eight (28) days’ notice of the requirement to prepare
and present any such report.

No comment or failure to comment nor any agreement or approval
Party at a Shadow Operator Performance Meeting shall relieve a Par
a waiver of an obligation or otherwise vary the terms of the Franchise ement. The terms of
the Franchise Agreement shall only be capable of waiver or variation in ing in accordance with
(respectively) clause 14.1 (Waivers) and paragraph 1 o le 9.3A (Variations to the
Franchise Agreement and Incentivising Beneficial Chang@ aragraph 1 of Schedule 9.3B

explicit by either
of its obligations, constitute

(Variations to the Franchise Agreement) (as applicable).

Shadow Operator Financial Information
Each Shadow Operator Section of the Manage tc%nts and each Shadow Operator Section

of the Annual Management Accounts shal

(a) be in the formats set out in the docu
other format as the Secretary tate

in the agreed terms marked SO MA or in such
ay reasonably specify from time to time;

(b) be prepared consistently inSecGerdance with the Franchisee’s normal accounting policies,
details of which shall be ied on request to the Secretary of State; and

(c) identify to the reagonable“satisfaction of the Secretary of State, any changes in such
accounting polici those policies that were applied in preparing the Accepted
ProgrammeWodelling®Suite Placed in Escrow under paragraph 1.7 of this Schedule 18.1
and the Tra Modelling Suite Placed in Escrow under paragraph 2.8 of this Schedule
18.1.

The Fran @ deliver to the Secretary of State, within ten (10) Weekdays of the end of
each riod:

(a e Shadow Operator Section of the Management Accounts, setting out:

() a cashflow statement, profit and loss account and balance sheet in relation to the
performance of the Accepted Programme and Accepted Programme Specific
Requirements; and

(i) a cashflow statement, profit and loss account and balance sheet in relation to the
performance of the Transitional Programme and Transitional Programme Specific
Requirements,

in each case for that Reporting Period cumulatively for the Franchisee Year to date and
cumulatively from the Shadow Operator Start Date to the date as at which the
Management Accounts are prepared;
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(b)

()

written confirmation that the Shadow Operator Section of the Management Accounts, to
the best of the knowledge, information and belief of the board of directors of the
Franchisee, contain a true and accurate reflection of:

(i)

(i)

the revenues, costs, assets and liabilities of the Franchisee relating to the
performance of the Shadow Operator Services (including contingent assets or
liabilities and known business risks and opportunities) excluding the PMO Services;
and

the allocation of costs between those budgeted in the Cost Baseline and those
budgeted in the Transitional Budget;

and, to the extent that they do not, identify in a written report relev issues in
reasonable detail and provide such further information that the Secr e shall
reasonably require in relation to that report; and

the Shadow Operator Section of the Management Accounts shall %

()

(ii)

(iii)

a comparison of the Franchisee’s financial performan
the Cost Baseline and the Transitional Budget. Such co ison shall follow the
same structure and format as, and report costs (on.a line By line basis) consistently
with, the Cost Baseline and the Transitio et and shall present the
information so as to facilitate the identificati Actual Shadow Operator Costs
and Actual Shadow Operator Revenue (if any) a orted in the Shadow Operator
Section of the Management Accounts afid sy comparison of those Actual
Shadow Operator Costs and Actual Operator Revenue (if any) with both
the Cost Baseline and the Transitidhna et, each as most recently Placed in
Escrow;

ch period against

a comparison of the Fran
Franchisee Year in which such
in the Cost Baseline an
costs on an individu
Accounts which are

cumulative year t

Transitional B

a compap @ he Franchisee’s cumulative financial performance against the

periogf tf hadow Operator Start Date to date against the cumulative position

set tRe Cost Baseline and the Transitional Budget including clear identification
ts on an individual line of the Shadow Operator Section of the

cumulative financial performance during the
iod occurs against the cumulative position set out
e Transitional Budget including clear identification of any
f the Shadow Operator Section of the Management
latively in the Franchisee Year to date in excess of the
costs on that corresponding line of the Cost Baseline or the
as appropriate), each as most recently Placed in Escrow;

ch as most recently Placed in Escrow;

of
ent Accounts which are cumulatively for the period from the Shadow
erator Start Date to date in excess of the cumulative year to date costs on that
’\ cobresponding line of the Cost Baseline or the Transitional Budget (as appropriate),

(v)

(vi)

a detailed statement and a detailed and comprehensive written explanation of any
material differences between such Shadow Operator Section of the Management
Accounts and the Cost Baseline and the Transitional Budget;

separate identification of any costs and related accounting adjustments in the
Shadow Operator Section of the Management Accounts which relate to the
provision of the Shadow Operator Services but which do not fall within the definition
of Actual Shadow Operator Costs;

a statement of any revenue not recorded in the Shadow Operator Section of the
Management Accounts but which falls within the definition of Actual Shadow
Operator Revenue together with an explanation of why such revenue was not
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(vii)
(viii)

(ix)

(x)

(xi)

(xii)

(xiii)

received or accrued by the Franchisee (with evidence to demonstrate that it acted
as an Efficient Operator);

separate identification of payments to or from any Affiliate of the Franchisee;

a statement of any costs incurred for the period from the Shadow Operator Start
Date to the date as at which the Management Accounts are prepared which exceed
the amount specified in the relevant line in the Cost Baseline or Transitional Budget
together with an explanation of why the overspend occurred (with evidence to
demonstrate that it acted as an Efficient Operator) and (where applicable), why no
proposal for Change was made by the Franchisee to address the excess cost;

explanations of any prior period or retrospective adjustments to tr tions in
previous Shadow Operator Section of the Management Accoun i act the
cumulative costs and/or revenues as reported in the Shadow @perator Section of
the Management Accounts for any Reporting Period;

fiormat and on the
itional Budget (as

costs reported complying with the same structure, in
same basis as costs as set out in the Cost Baseline a
appropriate) for that Franchisee Year;

a statement setting out the total budgeted c ofWwork performed in the period
from the Shadow Operator Start Date to t as at which the Management
Accounts are prepared for each line item in the C aseline or Transitional Budget
(each as most recently Placed in Escrow

a statement of any revenue notyre
Management Accounts but wh
Operator Revenue togeth it
received or accrued by the
as an Efficient Operator); and

the Shadow Operator Section of the
ithin the definition of Actual Shadow
planation of why such revenue was not
ee (with evidence to demonstrate that it acted

an accrual or accrual t or revenue (presented in the relevant Section(s) of
the Management representing the difference between the actual
Franchise Payme or recelved in the Reporting Period and the amount of the
draft calculatio he total Franchise Payment payable or receivable (including
each eleme ostADJshop) for the Reporting Period based on the cumulative
costs an in the Shadow Operator Section of the Management Accounts,
purst n& agraph 2 of Appendix 1 to Schedule 18.5 (Shadow Operator
Pay );8ogether with supporting information showing how the Franchisee has
caIc such payment including a breakdown of the information used for the

of the calculation of each element of the CostADJshop pursuant to

R x pendix 1 of Schedule 18.5 (Shadow Operator Payments);

N

(xv)

17.3  Within twenty

parate identification of any costs, revenues, balances and accounting
adjustments in the Shadow Operator Section of the Management Accounts that
relate to the Actual Digital Railway Shadow Operator Costs; and

a statement of the Digital Railway Account Balance as at the end of that Reporting
Period together with details of all deposits and withdrawals made:

(A) during that Reporting Period; and

(B) cumulatively from the Shadow Operator Start Date to the date as at which
the Management Accounts are prepared.

(20) Weekdays after the end of the third (3rd), sixth (6th) and ninth (9th) Reporting

Periods in each Franchisee Year, the Franchisee shall deliver to the Secretary of State a forecast
of expected Actual Shadow Operator Revenue (if any) and expected Actual Shadow Operator
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17.4

17.5

17.6

17.7

17.8

18

18.1

18.2

18.3

18.4

Costs together with a detailed and comprehensive written explanation as to any changes in such
forecast from the previous forecast (if any) provided pursuant to the provisions of this Schedule
18.1, for each of the following thirteen (13) Reporting Periods. For the avoidance of doubt, this
forecast does not replace or alter the Cost Baseline as agreed or determined.

Where any Reporting Period falls partly within one Franchisee Year and partly within another, the
results for each section of such Reporting Period falling either side of such Franchisee Year end
shall be prepared on an accruals basis for each such section of such Reporting Period.

Within five (5) Weekdays after receipt of the Shadow Operator Section of the Management
Accounts for each Reporting Period the Secretary of State shall notify the Franchisee of any further
information, explanation or analysis that the Secretary of State requires in relation tg,the Shadow
Operator Section of the Management Accounts (including information that the Secr f State
requires in relation to the calculation of the Franchise Payment under the proyiSign hedule
8.1A or Schedule 8.1B (as applicable)) and the Franchisee shall promptly pgovide Such further
information, explanation or analysis.

Within four (4) Reporting Periods after the end of each Franchise Franchisee shall
deliver to the Secretary of State the Shadow Operator Section (of the nual Management
Accounts for that Franchisee Year.

Within four (4) Reporting Periods after the end of each F I Year, the Franchisee shall
deliver to the Secretary of State a detailed reconciliation o hadow Operator Section of the
Annual Management Accounts to the Annual Audited Accounts ered to the Secretary of State
in accordance with paragraph 9.4(b)(iii) of Schedule 1 gement Information).

At all times the Franchisee shall maintain records ©f ative spend relating to individual line
items in the Cost Baseline and Transitional B et icient to allow for the calculation of the
total costs relating to an Accepted Progr ific Requirement from the Shadow Operator
Start Date to the High Speed Established ate.

Shadow Operator PMO
On or before the Start Date, the F Q shall provide to the Secretary of State:

(@) a schedule of Shadow tor PMO Personnel who are or shall be employed or contracted
by the Franchisee j performance of the Shadow Operator PMO Roles (identifying any
vacancies); and

&r‘c detailing the responsibilities and reporting lines of each of the
oPPMO Personnel,

(b) an organisg
Shadow Op

in each’cxme ecretary of State’s reasonable satisfaction.

XEe hall update each of the schedule and organisation chart provided to the Secretary
in accordance with paragraph 18.1 as and when any changes occur and provide a copy
retary of State promptly thereafter. For the avoidance of doubt, the Franchisee shall
permitted to change the number or nature of Shadow Operator PMO Roles, or the
responsibilities and reporting lines, without the prior written consent of the Secretary of State.

On and from the Start Date, the Franchisee shall ensure that the Shadow Operator PMO Personnel
are employed or contracted by the Franchisee in the performance of the Shadow Operator PMO
Roles and the PMO Services.

For the avoidance of doubt, the Franchisee shall not be entitled to any reimbursement of costs
whether under the Cost Baseline, the Transitional Budget or otherwise in respect of any PMO
Costs.
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18.5

18.6

18.7

18.8

18.9

19

19.1

The Secretary of State may, from time to time, give notice in writing to the Franchisee that any
member of the Shadow Operator PMO Personnel is to be designated as Key Shadow Operator
Personnel and the provisions of paragraph 4 of this Schedule 18.1 shall apply to any persons in
respect of whom the Secretary of State gives such notice.

The Franchisee shall ensure that each member of the Shadow Operator PMO Personnel that has
been designated as Key Shadow Operator Personnel under paragraph 18.5 has the skills and
experience to undertake the relevant Shadow Operator PMO Role as set out in the Resourcing
Strategy.

If the Secretary of State, acting reasonably, considers that any member of the Shadow Operator
PMO Personnel that has been designated as Key Shadow Operator Personnel un paragraph
18.5:

(a) does not have the skills and experience required to undertake thg relevant Shadow
Operator PMO Role; or

(b) is otherwise unsatisfactory for any reason which has a materi on such person’s
responsibilities,

the Secretary of State may notify the Franchisee requiring the_removalof that member of the
Shadow Operator PMO Personnel and the appointment of a swifable,replacement.

If:

(a) any Shadow Operator PMO Role is left va r more than twenty (20) Weekdays
(including, for the avoidance of doubt, perator PMO Role which is vacant as
a result of the Franchisee complying w st of the Secretary of State made under
paragraph 18.7); or

(b) the Secretary of State, acting reaso , considers that the circumstances set out in
paragraph 18.7 continue to apply to any member of the Shadow Operator PMO Personnel
later than twenty (20) Weekd after the Secretary of State’s notification under
paragraph 18.7,

then the Secretary of State ither:

undertake the relevant Shadow Operator PMO Role (at the
until the Franchisee has appointed an alternative member of the
MO Personnel, with the skills and experience required and not

(c) appoint an indiwi

(d) # ranchisee of a Change to take account of the reduction in the Franchisee’s costs
& e failure to fill the relevant Shadow Operator PMO Role whether at all or (where
plicable) with a person satisfying the requirements of paragraph 18.6 (and such Change

Il be deemed to be a Qualifying Change).

Where the Secretary of State appoints an individual to undertake the relevant Shadow Operator
PMO Role (at the Franchisee’s own cost) in accordance with paragraph 18.8(c), then the Secretary
of State may propose a Change to the ICWC Financial Model and/or the IOC Financial Model (as
appropriate) to reflect that the Franchisee shall bear the costs associated with the recruitment,
appointment and employment of such individual (and such Change shall be deemed to be a
Qualifying Change).

Right of Step-In

The Secretary of State may exercise the Secretary of State’s right of Step-In in accordance with
this paragraph 19 in the following circumstances:
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19.2

19.3

19.4

19.5

19.6

19.7

(a) there is a contravention, or, the Secretary of State believes, acting reasonably, that a
contravention is likely to occur, of the Franchisee’s obligations under the Accepted
Programme, Transitional Programme or any other part of the Shadow Operator Services;
or

(b) in order to discharge a statutory duty of the Secretary of State.

In accordance with paragraph 19.1 of this Schedule 18.1, the Secretary of State may serve on
the Franchisee a notice ("Pre-Step-In Notice”) notifying the Franchisee of the occurrence of the
relevant matter and indicating the Secretary of State’s intention to exercise its right of Step-In.

Following delivery of a Pre-Step-In Notice, the Secretary of State shall permit the nchisee the
opportunity to, within five (5) Weekdays, demonstrate to the Secretary of State’s sa ion that
the Franchisee is and will be able to provide the Shadow Operator Services e nt part
of the Shadow Operator Services in accordance with the terms of this Franchise Agreement, the
Accepted Programme and/or the Transitional Programme (as appropriate or y the state
of affairs giving rise to the Secretary of State’s right to Step-In.

If the Secretary of State acting reasonably is not satisfied with th@yFranchiseée’s demonstration
pursuant to paragraph 19.3, the Secretary of State may require the Fran¢hjs€e by notice in writing
to:

(a) adopt such processes or methods and to take such jonal steps that the Secretary of
State considers necessary or expedient to mitigate @r re the state of affairs giving rise
to the Secretary of State’s right to Step-In; an&

(b) appoint any person to manage, perfor r O k with or shadow the Franchisee in
performing, all or a part of the Shadow\Oper: ﬁ ervices.

The Franchisee shall co-operate fully and i aith with the Secretary of State in the exercise

of its rights under paragraph 19.4, or with a
co-operation to include:

person appointed under paragraph 19.4(b), such

(@) adopting any processes or ds in providing the Shadow Operator Services and taking
such steps as may be ifled to it by the Secretary of State pursuant to paragraph
19.4(a);

(b) co-operating or z@vith a person appointed in accordance with paragraph 19.4(b);
and K

(c) followin ctions, instructions, administrative practices or formal or informal
gui i y the Secretary of State or that person, provided that such instructions
2 each applicable Law.

et

to confirm within five (5) Weekdays of receipt of a notice served pursuant to
paragraph 19.4(a) that it is willing to comply with that notice; or

(b) fails to co-operate fully and in good faith with the Secretary of State in the exercise of its
right of Step-In in accordance with paragraph 19.5,

then the Secretary of State may serve notice under paragraph 19.7 in respect of all or any part
of the Shadow Operator Services.

Pursuant to paragraph 19.6, the Secretary of State may serve notice ("Step-In Notice”) on the
Franchisee. The Step-In Notice shall set out the following:

(a) the circumstances giving rise to the Step-In;
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(b)

(c)
(d)
(e)

(f)

(9)

the action the Secretary of State wishes to take and in particular the Shadow Operator
Services that will be affected;

the reason for and the objective of taking the action;
the date the Secretary of State wishes to commence the action;

the period of time which the Secretary of State believes it is necessary for the action to
be effective and the Planned Step-Out Date;

whether the Secretary of State (or any third party contractor appointed by the Secretary
of State) will require access to the Franchisee’s premises, personnel, systems, data,
records, information, reports and documents;

to the extent practicable, the effect on the Franchisee and its obligations|to“continue to
provide the Shadow Operator Services during the period the actio ei en.

19.8 Following service of a Step-In Notice, the Secretary of State shall:

(a)

(b)

()

19.9 Following receipt of a Step-In Notice, the Fr

(@)

(b)

(c)

(d)

take the action set out in the Step-In Notice and any additional ioh as the Secretary of
State reasonably believes is necessary, desirable or edient”to achieve the stated
objective of taking the action (together, the "Requir ion”);

about the Required Action to the Franchisee; a

co-operate wherever reasonable with the F i in order to enable the Franchisee to
continue to provide any Shadow Oper es which are not subject to the Step-In
T 2

Notice, and to act reasonably to at ruption to those services.

keep records of the Required Action taken and’ivid om time to time, information

hisee shall:

co-operate fully and in good faith With the Secretary of State (or any person appointed by
the Secretary of State) in r@spegt of the Required Action;

provide such access i emises, personnel, systems, data, records, information,
reports and doc ﬁ , @as the Secretary of State and the Secretary of State’s
representatives df'adVisers (or any person appointed by the Secretary of State)
reasonably ®eqUires @8 described in the Step-In Notice or for the Secretary of State to
perform or goRito the performance of the Required Action and to procure access to any
premises % nel, systems, data, records, information, reports and documents of any
thir ) ere data, records, information, reports and documents are kept by such

ghxcle y or on behalf of the Franchisee;
N e Secretary of State and the Secretary of State’s representatives and advisers
r any person appointed by the Secretary of State) to inspect and copy any books, records
any other material kept by or on behalf of the Franchisee and /or its auditors and any
assets (including the Franchisee Assets) used by the Franchisee in connection with the
Shadow Operator Services and to take photographs, film or make a video recording, or
make any other kind of record of any such inspection;

not less than twenty (20) Weekdays prior to the Planned Step-Out Date, develop for the
Secretary of State’s approval a draft plan relating to the resumption by the Franchisee of
the Shadow Operator Services which are the subject of the Required Action (“Step-Out
Plan”), including any action that the Franchisee proposes to take to ensure that the
affected Shadow Operator Services satisfy the requirements of this Franchise Agreement.

19.10 If the Secretary of State does not approve the draft Step-Out Plan, the Secretary of State shall
inform the Franchisee of its reasons for not approving it. The Franchisee shall then revise the
draft Step-Out Plan taking those reasons into account and shall re-submit the revised plan to the
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19.11

19.12

19.13

19.14

19.15

Secretary of State for the Secretary of State’s approval not to be unreasonably withheld or
delayed.

For so long as and to the extent that the Required Action is continuing, then:

(a) the Franchisee shall not be obliged to provide the Shadow Operator Services to the extent
that they are the subject of the Required Action;

(b) the Franchisee shall not incur any costs and expenses in relation to the Shadow Operator
Services to the extent that they are the subject of the Required Action, except with the
prior written consent of the Secretary of State;

(c) if, notwithstanding paragraph 19.11(b), the Franchisee does incur any costs penses
in relation to the Shadow Operator Services which are the subject of e Action
without the prior written consent of the Secretary of State, then it sRall Bear such costs

and expenses at its own cost; and

(d)  for the avoidance of doubt, the Franchisee shall have no liabiityi h@
omissions of the Secretary of State or any person appoint&d by the
which arise from the performance of the Required Action.

on to any acts or
ecretary of State
If the Required Action results (or is reasonably likely to res n:

(a) the degradation of any Shadow Operator Services fiot s ct to the Required Action; or

(b) the non-achievement of a milestone in relation, toythe Shadow Operator Services,

beyond that which would have been the case
Action, then the Franchisee shall promptl

cretary of State not taken the Required
g aware:

(c) take reasonable steps to mitigate t gradation of such Shadow Operator Services

and/or the non-achievement g ch milestones; and
(d) notify the Secretary of Stata)i riting and specify the steps it is taking in accordance with

sub-paragraph (c) abov

Before ceasing to exercis ight’ of Step-In under this paragraph the Secretary of State shall
deliver a written notiaﬁ nchisee (“Step-Out Notice”), specifying:
(a)

the Requirﬁ the Secretary of State has actually taken; and
(b) the = e, subject to the Secretary of State being satisfied with the Franchisee’s
abili resume the performance of the Shadow Operator Services the subject of the
R edWAction and the Step-Out Plan.

x (for the avoidance of doubt, including any Required Action or the ceasing of any

equires any amendment to the Accepted Programme, the Accepted Programme
ing Suite, the Transitional Programme and/or the Transitional Modelling Suite, the
isee shall promptly propose a Change to reflect the required amendments in accordance
with paragraph 3.1 of Schedule 9.1B (Financial and Other Consequences of Change) and the
Franchisee and the Secretary of State shall comply with that Schedule in agreeing or determining
the required Change.

For the avoidance of doubt:
(a) no exercise, or failure to exercise, nor any delay in exercising of any right of Step-In by

the Secretary of State, shall operate as a waiver of any other right or remedy the Secretary
of State may have under the Franchise Agreement; and
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20

20.1

21

211

21.2

(b) no Event of Default will occur under Schedule 10.2 (Events of Default and Termination
Events) solely by virtue of the exercise of a right of Step-In by the Secretary of State.

Obligations on Termination of the Shadow Operator Services

The Franchisee shall fully co-operate with and assist the Secretary of State and/or any Successor
Shadow Operator in ensuring the smooth handover and continued running of the Shadow
Operator Services during the Shadow Operator Termination Assistance Period and shall render
such assistance to the Secretary of State and/or any Successor Shadow Operator as the Secretary
of State may require including:

(a) promptly upon request:

() providing a copy of any and all Franchisee Material to the Secr, e and,
where such Franchisee Material is in electronic form, providingian JeleCtronic copy
of such Franchisee Material to the Secretary of State j ch at as the

Secretary of State may reasonably require;

(i) providing a copy of any correspondence with Network{Railj HS2"Cimited and/or any

other Stakeholder which relates to the Shadow Operator ices;
(iii) providing a copy of the most recent version artnership Protocol and any
ways of working which are in place between nchisee and Network Rail, HS2

Limited and/or any other Stakeholder in relation he Shadow Operator Services;

(iv) return to the Secretary of State or destroYa(at the Secretary of State’s option) any

copies of the Secretary of State Mat

(v) answer any questions whic e y of State or a Successor Shadow Operator
may have regarding the Sh erator Services;

(vi) make available to the etary 'of State and/or each Successor Shadow Operator
such of the Shadow erater Employees and for such period as the Secretary of
State and/or the relévant Successor Shadow Operator may reasonably require;

(b) providing such assist 0 any Successor Shadow Operator as the Secretary of State
may reasonably rgquise ensuring that, pursuant to any Direct Agreements, such
Successor Shad Qperator may enter into (or enjoy the benefit of) contracts equivalent
to any Key € n% 2lating to the Shadow Operator Services;

ts obligations under paragraph 20.1(b), the Franchisee shall terminate,
el or undertake not to enforce its rights under any Key Contract (or part
ing to the Shadow Operator Services provided that nothing in this paragraph
jre the Franchisee to undertake not to enforce any rights under a Key Contract
o the period prior to termination of the Shadow Operator Services; and

(c) in satisfactig

d) ing such steps as the Secretary of State and/or any Successor Shadow Operator may
require to effect the transfer of any Primary Franchise Assets relating to the Shadow
Operator Services to the Secretary of State or a Successor Shadow Operator (as the
Secretary of State may require).

Employees
For the purposes of this paragraph 21, “"Taxation” shall mean “comprises all forms of taxation,
duties, contributions and levies of the United Kingdom whenever imposed and (except in so far

as attributable to the unreasonable delay or default of HS2 Limited or Successor Shadow
Operator) all penalties and interest relating thereto.”

Entry
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The Parties accept that, to the extent that services similar or equivalent to the Shadow Operator
Services or part of the Shadow Operator Services are currently provided by HS2 Limited before
the Shadow Operator Start Date, the transfer which is effected by the Secretary of State is
governed by the Transfer Regulations and the following provisions shall apply in connection
therewith:

(a)

(b)

()

(d)

the contract of employment of each of the HS2 Limited TUPE Employees (save, to the
extent provided by the Transfer Regulations, insofar as such contract relates to any
occupational pension scheme) shall be transferred to the Franchisee with effect from the
Shadow Operator Start Date which shall be the “time of transfer” under the Transfer
Regulations and the Franchisee shall employ each such HS2 Limited TUPE Employee on
the terms of those contracts of employment (save, to the extent provided byathe Transfer
Regulations, insofar as such contract relates to any occupational pension e) with
effect from the Shadow Operator Start Date;

the Secretary of State shall procure that HS2 Limited shall perfog
obligations in respect of all the HS2 Limited TUPE Employees for i
including the Shadow Operator Start Date including dischargi
the HS2 Limited TUPE Employees, all employer’s contribution
pension scheme and all other costs and expenses related to the ployment (including
any Taxation, accrued holiday pay, accrued bonus, commission @r other sums payable in
respect of service prior to the close of business on S ow Operator TUPE Transfer
Date) and shall procure that HS2 Limited shall in ify the Franchisee and keep the
Franchisee indemnified against each and every action, eeding, liability (including any
Taxation), cost, claim, expense (including reaseha al fees) or demand arising from
HS2 Limited’s failure so to discharge;

the Secretary of State shall procure th
keep the Franchisee indemnified i

ited shall indemnify the Franchisee and
and every action, proceeding, cost, claim,
liability (including any Taxation), including reasonable legal fees) or demand
which relates to or arises out of any aég or omission by HS2 Limited or any other event or
occurrence prior to the Shado erator Start Date and which the Franchisee may incur
in relation to any contract o pleyment or collective agreement concerning one or more
of the HS2 Limited TUPE E es pursuant to the provisions of the Transfer Regulations
or otherwise including a h matter relating to or arising out of:

(i) HS2 Limited’s Jhights, powers, duties and/or liabilities (including any Taxation)
under orgi ection with any such contract of employment or collective
agre & h rights, powers, duties and/or liabilities (as the case may be) are
or wi tramsferred to the Franchisee in accordance with the Transfer Regulations;

or

‘ii@ng done or omitted before the Shadow Operator Start Date by or in relation
t S2 Limited in respect of any such contract of employment or collective
reement or any HS2 Limited TUPE Employee, which is deemed by the Transfer
Regulations to have been done or omitted by or in relation to the Franchisee save
where the thing done or omitted to be done before the Shadow Operator Start Date

relates to the Franchisee’s failure to comply with its obligations referred to in
paragraph 21.11;

if any contract of employment or collective agreement which is not disclosed in writing to
the Franchisee by HS2 Limited prior to the Shadow Operator Start Date shall have effect
as if originally made between the Franchisee and any employee (the “Undisclosed HS2
Limited TUPE Employee”) or a trade union or employee representatives as a result of
the provisions of the Transfer Regulations (without prejudice to any other right or remedy
which may be available to the Franchisee):
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21.3

21.4

(i) the Franchisee may, upon becoming aware of the application of the Transfer
Regulations to any such contract of employment or collective agreement terminate
such contract or agreement forthwith;

(i) the Secretary of State shall procure that HS2 Limited shall indemnify the Franchisee
against each and every action, proceeding, cost, claim, liability (including any
Taxation), expense (including reasonable legal fees) or demand relating to or
arising out of such termination and reimburse the Franchisee for all costs and
expenses (including any Taxation) incurred in employing such employee in respect
of his or her employment following the Shadow Operator Commencement Date;

and

(iii)  the Secretary of State shall procure that HS2 Limited shall indemnify t nchisee
in respect of any Undisclosed HS2 Limited TUPE Employee e terms
mutatis mutandis as HS2 Limited has indemnified the Franchisee in réspect of an
HS2 Limited TUPE Employee pursuant to the terms of raphsg21.2(b) and

21.2(c); and

(e) the Secretary of State shall procure that HS2 Limited shall i e Franchisee and
keep the Franchisee indemnified against each and every action, ceeding, cost, claim,
liability (including any Taxation) expense (including reasonable”legal fees) or demand
which relates to or arises out of any dismissal (inclOdi nstructive dismissal) by the
Franchisee of any employee (not being an HS2 Limi Employee) and which the

Franchisee may incur pursuant to the provisions offthe sfer Regulations.

The Franchisee shall indemnify the Secretary of Sta HS2 Limited and keep the Secretary of
State and HS2 Limited indemnified against ea action, proceeding, liability (including
any Taxation), cost, claim, loss, expense (in sonable legal fees) and demand arising
out of or in connection with:

(a) any substantial change in the workin
his or her detriment or any of

onditions of the HS2 Limited TUPE Employees to
occurring on or after the Shadow Operator Start Date;

(b) the change of employer
Franchise Agreement be
Employees;

(c) the employmen @ranchisee on or after the Shadow Operator Start Date of any of
the HS2 LimitedyTU mployees other than on terms (including terms relating to any

cgring by virtue of the Transfer Regulations and/or the
ignificant and detrimental to any of the HS2 Limited TUPE

occupation n scheme) at least as good as those enjoyed prior to the Shadow
Operator S te or the termination of the employment of any of them on or after the
Sha r Start Date; or

(d) % impby any HS2 Limited TUPE Employees (whether in contract or in tort or under
including the Treaty of the European Community or European Union and any
irectives made under any such Treaty or any successor thereof)) for any remedy
luding for unfair dismissal, redundancy, statutory redundancy, equal pay, sex or race
discrimination) as a result of any act or omission by the Franchisee after the Shadow

Operator Start Date.

The Franchisee shall indemnify the Secretary of State and HS2 Limited and keep the Secretary of
State and HS2 Limited indemnified against each and every action, proceeding, liability, cost,
claim, loss, expense (including reasonable legal fees) and demand which arises as a result of it
not providing or not having provided, in accordance with its obligations under the Transfer
Regulations, HS2 Limited in writing with such information and at such time as will enable HS2
Limited to carry out its duties under Regulation 13(2)(d) and 13(6) of the Transfer Regulations
concerning measures envisaged by the Franchisee in relation to the HS2 Limited TUPE Employees.

West Coast Partnership Page 35 of 163 Schedule 18.1
Franchise Agreement




VERSION 1.0X [VOL 4] FOIA 2000 PUBLIC REGISTER COPY

21.5

21.6

21.7

Without prejudice to HS2 Limited’s duties under the Transfer Regulations, the Secretary of State
shall procure that HS2 Limited will warrant to the Secretary of State that it will provide to the
Franchisee, at least twenty eight (28) days prior to the Shadow Operator Start Date, full
particulars of:

(@) each HS2 Limited TUPE Employees, including name, sex, and the date on which continuity
of employment began for each HS2 Limited TUPE Employees for statutory purposes;

(b) terms and conditions of employment of each such person;

(c) all payments, benefits or changes to terms and conditions of employment promised to any
such person;

(d) dismissals of HS2 Limited TUPE Employees or termination of employ e within
twelve (12) months prior to the Shadow Operator Start Date indudi e Shadow
Operator Start Date;

2 Limited TUPE

y other relevant
anisation or body of
ntatives; and

(e) all agreements or arrangements entered into in relation
Employees between HS2 Limited, any Affiliate of HS2 Li
employer and any trade union or association of trade unions o
employees including employee representatives and elected repr

(f) all strikes or other Industrial Action taken by any imfted TUPE Employees within
twelve (12) months prior to the Shadow Operator Date including the Shadow
Operator Start Date.

a ocure that HS2 Limited shall, deliver to

reed form from the Franchisee and HS2
dy delivered prior to the Shadow Operator

The Franchisee shall, and the Secretary of State
each of the HS2 Limited TUPE Employees lett i
Limited as soon as is practicable (to the e t
Start Date).

Exit

The Parties accept that, to the ext@nt®hat services similar or equivalent to the Shadow Operator
Services or part of the Shadow or Services are continued by a Successor Shadow Operator
after the date on which the perator Services terminate or (if earlier) the Expiry Date
(the “Shadow Operator nsfer Date”), the transfer which is effected by the Secretary
of State is governed nsfer Regulations and the following provisions shall apply in
connection therew :{

(@) the contrac employment of each of the Shadow Operator TUPE Employees (save, to
the Vided by the Transfer Regulations, insofar as such contract relates to any
ocC ionalPpension scheme) shall be transferred to the Successor Shadow Operator with

& the Shadow Operator TUPE Transfer Date which shall be the “time of transfer”
&W Transfer Regulations and the Secretary of State shall procure that the Successor

a Operator shall employ each such Shadow Operator TUPE Employee on the terms

those contracts of employment (save, to the extent provided by the Transfer
Regulations, insofar as such contract relates to any occupational pension scheme) with
effect from the Shadow Operator TUPE Transfer Date;

(b) the Franchisee shall perform and discharge all its obligations in respect of all the Shadow
Operator TUPE Employees for its own account up to and including the Shadow Operator
TUPE Transfer Date including discharging all wages and salaries of the Shadow Operator
TUPE Employees, all employer’s contributions to any relevant occupational pension scheme
and all other costs and expenses related to their employment (including any Taxation,
accrued holiday pay, accrued bonus, commission or other sums payable in respect of
service prior to the close of business on the Shadow Operator TUPE Transfer Date) and
shall indemnify the Successor Shadow Operator and keep the Successor Shadow Operator
indemnified against each and every action, proceeding, liability (including any Taxation),
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cost, claim, expense (including reasonable legal fees) or demand arising from the
Franchisee’s failure so to discharge;

(c) the Franchisee shall indemnify the Successor Shadow Operator and keep the Successor
Shadow Operator indemnified against each and every action, proceeding, cost, claim,
liability (including any Taxation), expense (including reasonable legal fees) or demand
which relates to or arises out of any act or omission by the Franchisee or any other event
or occurrence prior to the Shadow Operator TUPE Transfer Date and which the Successor
Shadow Operator may incur in relation to any contract of employment or collective
agreement concerning one or more of the Shadow Operator TUPE Employees pursuant to
the provisions of the Transfer Regulations or otherwise including any such matter relating
to or arising out of:

(i)

(ii)

(d) if any contract of employment or collec
to the Successor Shadow Operato
Transfer Date nor made available t
Package) of the Franchise Agreemen

the Franchisee’s rights, powers, duties and/or liabilities (inclu a xation)
under or in connection with any such contract of employme collective
agreement, which rights, powers, duties and/or liabilities (as®he c ay be) are
or will be transferred to the Successor Shadow Operato ceordance with the
Transfer Regulations; or

anything done or omitted before the Shadow Operator TU ransfer Date by orin
relation to the Franchisee in respect of any such conffact of employment or
collective agreement or any Shadow Operator ployee, which is deemed by
the Transfer Regulations to have been don mitted by or in relation to the
Successor Shadow Operator save where the thi done or omitted to be done
before the Shadow Operator TUPE Transfer

Operator’s failure to comply with its qbjig

relates to the Successor Shadow
ions referred to in paragraph 21.11;

ement which is neither disclosed in writing
chisee prior to the Shadow Operator TUPE
retary of State under Schedule 15.3 (Handover
rior to the Shadow Operator TUPE Transfer Date

shall have effect as if original ade between the Successor Shadow Operator and any

employee (the “Undisclos
employee representatives aS\a
prejudice to any other ri
Operator):

()

h w Operator TUPE Employee”) or a trade union or
ult of the provisions of the Transfer Regulations (without
remedy which may be available to the Successor Shadow

the Succ @dow Operator may, upon becoming aware of the application of
er "Regulations to any such contract of employment or collective
rminate such contract or agreement forthwith;

hisee shall indemnify the Successor Shadow Operator against each and

action, proceeding, cost, claim, liability (including any Taxation), expense
luding reasonable legal fees) or demand relating to or arising out of such

. x
|
rmination and reimburse the Successor Shadow Operator for all costs and

expenses (including any Taxation) incurred in employing such employee in respect
of his or her employment following the Shadow Operator TUPE Transfer Date; and

the Franchisee shall indemnify the Successor Shadow Operator in respect of any
Undisclosed Shadow Operator TUPE Employee on the same terms mutatis mutandis
as the Franchisee has indemnified the Successor Shadow Operator in respect of a
Shadow Operator TUPE Employee pursuant to the terms of paragraphs 21.7(b) and
21.7(c); and

(e) the Franchisee shall indemnify the Successor Shadow Operator and keep the Successor
Shadow Operator indemnified against each and every action, proceeding, cost, claim,
liability (including any Taxation) expense (including reasonable legal fees) or demand
which relates to or arises out of any dismissal (including constructive dismissal) by the
Franchisee of any employee (not being a Shadow Operator TUPE Employee) and which the
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Successor Shadow Operator may incur pursuant to the provisions of the Transfer
Regulations.

21.8 The Secretary of State shall procure that the Successor Shadow Operator shall indemnify the
Franchisee and keep the Franchisee indemnified against each and every action, proceeding,
liability (including any Taxation), cost, claim, loss, expense (including reasonable legal fees) and
demand arising out of or in connection with:

(a)

(b)

()

(d)

21.9 The Secretary of State shall procure tha
Franchisee and keep the Franchisee inde
liability, cost, claim, loss, expense (i
a result of it not providing or not h
Transfer Regulations, the Franchisee
enable the Franchisee to carry outi

any substantial change in the working conditions of the Shadow Operator TUPE Employees
to his or her detriment or any of them occurring on or after the Shadow Operator TUPE
Transfer Date;

the change of employer occurring by virtue of the Transfer Regulation Jor the
Franchise Agreement being significant and detrimental to any of th erator
TUPE Employees;

the employment by the Successor Shadow Operator on or after thé
Transfer Date of any of the Shadow Operator TUPE Emp
(including terms relating to any occupational pension sche
enjoyed prior to the Shadow Operator TUPE Transfer Date o
employment of any of them on or after the Shadow Operator TU

any claim by any Shadow Operator TUPE Employee& contract or in tort or under

perator TUPE
than on terms
as good as those
termination of the
Transfer Date; or

statute (including the Treaty of the European Cofnmu@i®y or European Union and any
Directives made under any such Treaty or ssor thereof)) for any remedy
(including for unfair dismissal, redundancy, ry redundancy, equal pay, sex or race
discrimination) as a result of any act or,omigsi the Successor Shadow Operator after
the Shadow Operator TUPE Transfer D

t

ccessor Shadow Operator shall indemnify the
ified against each and every action, proceeding,
ing reasonable legal fees) and demand which arises as
rovided, in accordance with its obligations under the
writing with such information and at such time as will
duties under Regulation 13(2)(d) and 13(6) of the Transfer

Regulations concerning mea nvVisaged by the Successor Shadow Operator in relation to the
Shadow Operator TUPE E ees.

21.10 Without prejudice
at the relevant timg"w

Fr isee’s duties under the Transfer Regulations, the Franchisee shall
rapt to the Secretary of State and to the Successor Shadow Operator that

it has (to the exte %- ade available to the Secretary of State under Schedule 15.4 (Provisions

Applying o ermination) of the Franchise Agreement prior to the Shadow Operator
TUPE Tra DateYprovided the Successor Shadow Operator prior to the Shadow Operator TUPE
Tran full particulars of:

(a ch"Shadow Operator TUPE Employee, including name, sex, and the date on which

tinuity of employment began for each Shadow Operator TUPE Employee for statutory
purposes;

(b) terms and conditions of employment of each such person;

(c) all payments, benefits or changes to terms and conditions of employment promised to any
such person;

(d) dismissals of Shadow Operator TUPE Employees or termination of employment effected
within twelve (12) months prior to the Shadow Operator TUPE Transfer Date including the
Shadow Operator TUPE Transfer Date;
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(e)

(f)

all agreements or arrangements entered into in relation to the Shadow Operator TUPE
Employees between the Franchisee, any Affiliate of the Franchisee or any other relevant
employer and any trade union or association of trade unions or organisation or body of
employees including employee representatives and elected representatives; and

all strikes or other Industrial Action taken by any Shadow Operator TUPE Employee within
twelve (12) months prior to the Shadow Operator TUPE Transfer Date including the
Shadow Operator TUPE Transfer Date.

21.11 The Franchisee shall, and the Secretary of State shall procure that the Successor Shadow
Operator shall, deliver to each of the Shadow Operator TUPE Employees letters in an agreed form
from the Franchisee and Successor Shadow Operator as soon as is practicable (to extent not
already delivered prior to the Shadow Operator TUPE Transfer Date).

22 Consequences of Expiry or Termination of the Shadow Operator Services

22.1 Upon:

(a)

(b)

expiry of this Schedule 18 (Shadow Operator) in acgcor nc:with clause 4.2

(Commencement); or

ice of a Termination Notice in
efault and Termination Events)
ion Notice in accordance with

termination of the Shadow Operator Services followi e
accordance with paragraph 5 of Schedule 10.2 (Eve
or following service of a Readiness Review Failure fermi

paragraph 5 of Schedule 19.1 (Readiness Revi ,

the obligations of the Parties under or in conpecti itN”this Schedule 18 (Shadow Operator)
shall cease except for:

()

(d)

(e)

any obligations arising as a resu y ‘antecedent contravention of the Franchise
Agreement;

any obligations which are ressed to continue in accordance with the terms of the
Franchise Agreement; and

any other obligation ich’ give effect to such expiry or termination or to the
consequences of expiry or termination or which otherwise apply (expressly or

impliedly on or expiry or termination).
22.2 Nothing in this par, 2 shall prevent the Secretary of State from bringing an action against
the Franchisee in ion with the termination of the Franchise Agreement prior to the expiry
of the Franéhi

(b)

()

23 Entr m\N: Party Contracts

the Secretary of State directs and/or requires the Franchisee to enter into any contract
with a third party; and/or

the Franchisee enters into any contract with a third party in accordance with paragraphs
8.3(b) or 49.1 of Schedule 18.2 (Accepted Programme Specific Requirements) or
paragraph 6.1 of Schedule 18.3 (Transitional Programme Specific Requirements),

the Franchisee shall be entitled to:
propose a Change to reflect the cost and revenue impacts of entering into the relevant

third party contract on the Cost Baseline, the Transitional Budget and the IOC Cost Budget;
and/or
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23.2

23.3

24

24.1

24.2

24.3

24.4

24.5

(d) notify the Secretary of State, in writing, of any provisions relating to the liability of the
Franchisee in the relevant third party contract which the Franchisee (acting reasonably)
believes are not consistent with standard industry practice for a contract of the nature,
value and risk profile of the relevant third party contract, together with a detailed
explanation of the reasons for the Franchisee’s opinion.

The Secretary of State shall consider any notice provided by the Franchisee in accordance with
paragraph 23.1(d) of this Schedule 18.1 and may (at the Secretary of State’s absolute discretion)
propose a Variation to provide the Franchisee with relief relating to any provisions notified to the
Secretary of State in accordance with paragraph 23.1(d) of this Schedule 18.1.

The provisions of this paragraph 23 shall not apply to any Access Agreement entereghinto (or to be
entered into) with HS2 Limited.

Fix First Settle Later (FFSL) Fund

The Franchisee shall, from the Start Date, establish a fund of [REDACTED
used in accordance with the provisions of this paragraph 24 (the “FF

ich shall only be

isee, the Franchisee
ent or determination of:

In relation to any Shadow Operator Change which is proposed by the Frg
may request that the Secretary of State determine that, pendin ree

(a) such Change; O
(b) Estimated Revisions; or &
(c) Agreed Revisions,

all or part of the expenditure resulting fr he osed Shadow Operator Change be paid from
the FFSL Fund and be treated as a FFSL C

The Secretary of State shall acting aith, reasonably and in a timely manner in considering
and determining any request unde ragkaph 24.2 to use the FFSL Fund.

If the Secretary of State agree e use of the FFSL Fund, the Franchisee may use the FFSL
Fund to pay for the FFSL C up to the agreed amount).

If it is agreed or deter the relevant FFSL Cost Item be included in the Cost Baseline or
Transitional Budge se may be):

(a) the FFS C shaII as from the date of such agreement or determination be treated
as a dow Operator Cost; and

determination; or

“\ isee shall:
credit the FFSL Fund with an amount equal to the amount of the FFSL expended on
the FFSL Cost Item within 5 Weekdays from the date of such agreement or

(i) (if the FFSL Fund has been transferred to the Secretary of State pursuant to
paragraph 24.6) pay to the Secretary of State an amount equal to the amount of
the FFSL expended on the FFSL Cost Item within 25 Weekdays from the date of
such agreement or determination.

1 14 January 2020 (Date of Redactions Approval) — Where text has been omitted from the document - this is

because the Secretary of State has decided to exclude the text in accordance with the provisions within the
Freedom of Information Act 2000.
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24.6 The Franchisee shall transfer the amount remaining in the FFSL Fund (if any) to the Secretary of
State on the High Speed Established Services Date or on the date of any earlier termination of
the Shadow Operator Services.

25 Compliance with strategies

25.2 The Franchisee shall, throughout the Franchise Term, comply with the:

(a) Shadow Operator Financial Management Strategy;

(b) Resourcing Strategy; and

(c) Shadow Operator Procurement Strategy.
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APPENDIX 1 TO SCHEDULE 18.1

Shadow Operator PMO Roles

1. Contractualisation Manager
2. Managing Director for the Shadow Operator Services
3. Shadow Operator Resource Manager
4. ShOp Customer Experience and Commercial Director

5. Head of Marketing and Fares Development
6. Head of Passenger Proposition
7. ShOp Train Services Director
8. Head of Train Services Specification
9. Head of Operations Development

10. ShOp Rolling Stock Director

11. Head of HS Fleet Technical

12. Head of HS Fleet Commercial

13.ShOp Business Design and Organisation Director

14. Head of Business Design (from March 2021)

15. Head of Mobilisation (from September 2021) Q
16. Head of Workforce Development &
17.Head of ShOp Finance

18. Head of Governance and Assurance

19. Programme Benefits Manager
20. Head of Planning and Reporting
21.Head of Programme Liaison
22.ShOp PMO Director Q

0§§
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1.1

1.2

1.3

1.4

SCHEDULE 18.2
Accepted Programme Specific Requirements
Initial Output Report

If the Required Output is provision of advice or production of a report to the Secretary of State,
the Franchisee shall propose the scope and form of the Required Output Report in which that
advice or report will be presented to the Secretary of State, in compliance with any instructions,
administrative practices, formal or informal guidance, policies measures or publications advised
by the Secretary of State.

The Franchisee and the Secretary of State shall discuss and agree, and, in the of any
dispute, the Secretary of State may reasonably determine, the scope and fo f quired
Output Report.

If the finalised scope and form of any Required Output Report (as a d etermined in
accordance with paragraph 1.2) requires any amendment to the ad, Programme Specific
Requirements, Accepted Programme and/or the Accepted Programme Modelling Suite, the
Franchisee shall promptly propose a Change and/or a Variation (in the of an amendment to

the Accepted Programme Specific Requirements) to reflect_the required amendments in
accordance with Schedule 9.1B (Financial and Other Conse ces, of Change) and/or Schedule

produce and submit to the Secretary of State an Ini put Report by the date specified in the
Accepted Programme Specific Requirements for ief, the date specified in the Accepted
Programme) (or such other date as the Partie e), which shall contain:

9.3B (Variations to the Franchise Agreement).
Following finalisation of the scope and form of the Re(ﬁgput Report, the Franchisee shall

(a) a summary of research underta evidence considered in connection with the

production of the Initial Output Repo

(b) a detailed explanation of t options available in progressing the relevant Shadow
Operator Service;

(c) a detailed explanatio oW each of the options corresponds to or deviates from the
assumptions and Isions ‘Contained in the Strategic Operational Baseline Report;

(d) a detailed éxpl tiomPof the impact of the research and/or assumptions undertaken in
respect of the i Output Report on the findings and recommendations contained in the
Operationa @ ew Report and/or the Rolling Stock Operational Review Report;

y ¥som the Strategic Operational Baseline Forecast and, where relevant, the ICWC

(e) a &j eXplanation of how the costs and revenues associated with each of the options
gément Accounts and Financial Model;

f) ssessment of the financial implications and a Value for Money Assessment in respect
of each option provided in the Initial Output Report as set out in paragraph 1.4(b), for:

() the High Speed Services;

(i) if applicable, the Passenger Services other than the High Speed Services; and
(iii) passenger and freight services in respect of the GB Railway,

for the following periods:

(iv) during the ICWC Term;

(v) during the Integrated Operator Term; and
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1.5

(vi) after the Expiry Date;

(9) a recommendation as to which of the options provided in the Initial Output Report is the
preferred option, including a detailed description of that recommendation and reasons for
that recommendation (the "“Recommended Option”);

(h) an assessment of the market for procuring any assets and/or services required to deliver
the Recommended Option, including the approximate number of potential suppliers for
each required asset or service, identifying any potential supplier with which the Franchisee
has an existing relationship together with a summary of such existing relationship, and
stating if the relevant market is served by only one or two potential suppliers;

() in respect of each of the Transitional Modelling Suite, IOC Modelling Suite, IC odelling
Suite and Accepted Programme Modelling Suite a detailed financial s of the
Recommended Option;

k Rail where
Dption;

() evidence that relevant Stakeholders, and each of HS2 Limited a
appropriate, have each been consulted in respect of the Rec

(k) a summary of any concerns, still outstanding at the time of theflnitial Output Report, of
HS2 Limited and/or Network Rail and/or other relevant_Stakehelders in relation to the
Recommended Option;

Q) an assessment of the impact of the Recommended ion on any Shadow Operator
Services other than those in relation to which itigl Output Report was produced, if

applicable;
(m) an assessment of the impact of any oth h@)perator Services on the Recommended
Option, if applicable; and

(n) the last responsible moment decision§points (as agreed with HS2 Limited, Network Rail

and the Department).
Within thirty (30) days of receivi h&ylnitial Output Report (or such other period as is notified
by the Secretary of State tq.t nchisee when agreeing or determining the scope of the
relevant Initial Output Repgr he Secretary of State shall give notice in writing to the
Franchisee:

(@) approving th &mmended Option and requiring a Final Output Report;

(b) if the Seere State considers that:
&) endments are required (including minor amendments) to the Initial Output
ort; or

the Initial Output Report does not adequately fulfil the scope agreed in accordance
with paragraph 1.2,

requiring revisions to the Initial Output Report (including to the Recommended Option)
and, if so, specifying what revisions are required (including where required in order to fulfil
the agreed scope) and (where paragraph 1.5(b)(ii) applies) whether or not the revisions
are to be re-performed at the Franchisee’s own cost under paragraph 6.1(b) of Schedule
18.1 (Shadow Operations);

(©) subject to agreement by the Secretary of State on any necessary additional costs:
() requiring additional evidence, information and/or explanation in support of the

Recommended Option, any other component part of the Initial Output Report or
any other matter contained in the Initial Output Report; or
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1.6

2.1

2.2

2.3

(i) requiring further development of an alternative course(s) of action to the
Recommended Option; or

(d) confirming that no further action, including a Final Output Report, is required.

If the Secretary of State gives notice in writing of any requirement set out in paragraphs 1.5(b)
or 1.5(c) of this Schedule 18.2, the Franchisee shall produce and submit a revised Initial Output
Report within thirty (30) days incorporating the required amendments in accordance with
paragraph 1.4 of this Schedule 18.2.

Final Output Report

If the Secretary of State gives notice in writing of the Secretary of State’s approva e Initial
Output Report under paragraph 1.5(a) of this Schedule 18.2 or a Final Output erwise
required to be produced in respect of such other plan or document ufiderithe Franchise
Agreement, the Franchisee shall produce and submit a Final Output Repostadevelopgd from such
Initial Output Report, plan or document within thirty (30) days of recei deh\otice (or such
longer period as the Secretary of State may specify, or such short d the Parties may
agree).

If a Final Output Report is required to be produced in respect of a planwor document under the
Franchise Agreement that is not an Initial Output Report, thgy$ecretary of State shall advise the
Franchisee in writing of the Recommended Option to be ust e purposes of that Final Output

Report.

The Final Output Report shall contain: &

(a) the Recommended Option; @

(b) an explanation of the steps require implement the Recommended Option;

(c) any applicable additions and amendments necessary to deliver the Recommended

Option to the Accepted gratmme Specific Requirements, Accepted Programme,
Transitional Programme Spé&cifig,Requirements and Transitional Programme;
(d) a plain English note d ing the Recommended Option;

(e) if the Recomme on includes any proposals for implementation during the ICWC
i€ at h proposals do not relate solely to the Shadow Operator Services):

posed amendments to the Franchise Agreement to implement the
ended Option during the ICWC Term;

ﬁ[&:ain English note summarising and explaining any such proposed amendments;
d

a certificate that appropriate legally-qualified personnel acting for the Franchisee
have reviewed such amendments and plain English note,

provided always that such amendments shall not become effective until a Variation has
been agreed in accordance with Schedule 9.3A (Variations to the Franchise Agreement
and Incentivising Beneficial Changes) and any such Variation shall be a Qualifying Change
for the purposes of Schedule 9.1A (Financial and Other Consequences of Change);

() any proposed drafting and/or amendments to the Franchise Agreement to reflect the
impact of the Recommended Option on any IOC Confirmable Obligation, and a plain English
note summarising and explaining any such proposed drafting and/or amendments,
together with a certificate that appropriate legally-qualified personnel acting for the
Franchisee have reviewed such drafting and/or amendments and plain English note;
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2.4

2.5

2.6

(9) any applicable additions and/or amendments necessary to deliver the Recommended
Option to the:

(i) Transitional Modelling Suite;

(i) IOC Modelling Suite;

(iii) ICWC Modelling Suite;

(iv)  Accepted Programme Modelling Suite; and
Options will require an IOC Confirmed Obligation to come into effe e then
current Franchisee Year and prior to the next occasion on whic delling
Suite shall be Placed in Escrow in accordance with paragraph{il.1{b) "of Schedule

9.2B (IOC Escrow Documents and Shadow Operator Escro, cu ), the 10C
Cost Budget; and

(h) for all additional capital expenditure or operating expenditur%
() a detailed explanation of all costs and revenue_impact§”in relation to the I0C

Modelling Suite and the Transitional Modellin t nd

(v) where the Integrated Operator Start Date has occurred and the ommended
I

(i) confirmation by a statutory director of the Ffanchisee that any applicable additions
and/or amendments included in the a put Report in accordance with
paragraph 2.3(g) are compliant with the"Shadow Operator Procurement Strategy
and the Shadow Operator Financial Ma ement Strategy.

Within sixty (60) days of receiving the Fin ut eport, the Secretary of State shall give notice
in writing to the Franchisee:

(a) approving the Final Output Re ; or
(b) requiring revisions to the Output Report and, if so, specifying what revisions are

required and whether th on'for the revisions is that the Final Output Report does not
fulfil the agreed scope“i easonable opinion of the Secretary of State).

If the Secretary of Stat tice in writing of any requirement set out in paragraph 2.4(b) of
this Schedule 18.2F ra see shall promptly after receiving such notice, produce and submit
a revised Final t port incorporating the required amendments in accordance with
paragraphs 2.1 a of this Schedule 18.2 and such revision shall be undertaken at the

Franchisee” 0 the reason for the revision was that the Final Output Report did not fulfil
the agree&e the reasonable opinion of the Secretary of State).

If the ary of State gives notice in writing of the Secretary of State’s approval of any Final
(0] poft under paragraph 2.4(a) of this Schedule 18.2:

if the Final Output Report contains additions to the Accepted Programme Specific
Requirements, the Accepted Programme, the Accepted Programme Modelling Suite, the
Transitional Programme Specific Requirements, the Transitional Programme, the
Transitional Modelling Suite and/or the IOC Cost Budget, the relevant parts of the Final
Output Report shall be deemed to constitute a notice of proposed Change served by the
Franchisee in accordance with paragraph 3.1 of Schedule 9.1B (Financial and Other
Consequences of Change) and the Franchisee and the Secretary of State shall comply with
that Schedule in agreeing or determining the required Change;

(b) where the Final Output Report contains drafting relating to the IOC Confirmable
Obligations and/or the IOC Modelling Suite the Franchisee shall procure that the necessary
Variation is carried out and the Franchisee and the Secretary of State shall comply with
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3.1

3.2

3.3

3.4

4.1

4.2

4.3

4.4

4.5

the provisions of paragraph 8 of Schedule 18.1 (Shadow Operations), in order to agree or
determine the content of the relevant IOC Confirmable Obligations; and

(c) if the Final Output Report contains any proposals to be implemented during the ICWC
Term (provided always that such proposals do not relate solely to the Shadow Operator
Services), the relevant parts of the Final Output Report shall be deemed to constitute a
notice of proposed Variation served by the Secretary of State in accordance with Schedule
9.3A (Variations to the Franchise Agreement and Incentivising Beneficial Changes) and
the Franchisee and the Secretary of State shall comply with that Schedule in agreeing or
determining the required Variation.

Further Provisions Applicable to Required Output Reports

The Franchisee shall, from time to time if circumstances arise that require an
Required Output Report, give notice in writing to the Secretary of State ofisu endment,
which notice shall be given promptly after the Franchisee becomes awajemwg umstances
requiring such amendment. The Secretary of State shall confirm in omptly after
receiving such notice whether or not an amended Required Output

n to any

The Secretary of State may, by giving notice in writing to the Franc , further require the
Franchisee to review, update and amend, as applicable, each Reguired Qutput Report from time
to time as the Secretary of State considers necessary or de les

Within thirty (30) days of notice being given either by the (Fran ee pursuant to paragraph 3.1,
subject to the Secretary of State’s written confirmatio e Secretary of State pursuant to
paragraph 3.2 of this Schedule 18.2, the Franchiseeghallyproduce and submit a revised Required
Output Report incorporating the required amepdmgn ccordance with paragraphs 1.4 to 1.6
of this Schedule 18.2, in the case of an In|t| eport, or paragraphs 2.1 to 2.6 of this
Schedule 18.2 (inclusive), in the case of Report.

If there is any dispute between the Parties arding any Required Output Report, the Parties
shall use all reasonable endeavours solve such dispute so that the Secretary of State may
approve the Required Output Repo thirty (30) days of its submission.

HS2 Outputs and HS2 Outp

obligations under the D nt Agreement including in respect of HS2 Phase One, HS2 Phase

If the Required Output |%o erate with HS2 Limited to enable delivery of HS2 Limited’s
2a and HS2 Phas S2 Output”), the Franchisee shall discuss and agree with HS2

Limited the scope of its role and involvement (“Franchisee’'s HS2 Input”) in the
delivery of the tput, including in relation to costs and funding and timescales, in
compllance structions, administrative practices, formal or informal guidance, policies
measure I|c ions advised by the Secretary of State.

N hall promptly notify the Secretary of State in writing once the scope and form of
hisee’s HS2 Input has been agreed between the Franchisee and HS2 Limited.

e is any dispute between the Franchisee and HS2 Limited as to the appropriate scope and
form of the Franchisee’s HS2 Input the Franchisee shall promptly notify the Secretary of State of
such dispute. The Secretary of State may reasonably determine the scope and form of the
Franchisee’s HS2 Input.

The Franchisee shall provide the Franchisee’s HS2 Input in respect of each HS2 Output reasonably
promptly (and in accordance with any agreed timescales) following notification in relation to the
HS2 Output by HS2 Limited.

If HS2 Limited is required to produce any paper, document, report, plan, advice or
recommendation as contemplated by the Franchise Agreement or otherwise in relation to any
HS2 Output, delivery of which requires the Franchisee to cooperate with HS2 Limited (a "HS2
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4.6

4.7

5.1

Output Report”), the Franchisee shall discuss, review and provide comment in writing to HS2
Limited upon each version of the HS2 Output Report received by the Franchisee within thirty (30)
days, or such other period as HS2 Limited and the Franchisee may agree, of its submission to the
Franchisee by HS2 Limited.

At any time following the Franchisee’s notification under paragraph 4.2, the Secretary of State
may require the Franchisee to provide some or all of the information stated in paragraph 5.1 of
this Schedule 18.2 by such time as the Secretary of State may reasonably specify.

If there is any dispute between the Franchisee and HS2 Limited, arising out of or in connection
with any HS2 Output or HS2 Output Report, including any concerns of the Franchisee relating to
the HS2 Recommended Option that the Franchisee considers have not been givehn reasonable
consideration by HS2 Limited, the Franchisee shall promptly notify the Secretary of of such

dispute.
Information to be Provided in Respect of HS2 Output or HS2 Out ep

The Secretary of State may, in accordance with paragraph 4.6 of thij 8.2, require the
Franchisee to provide some of all of the following information in r@spegt of any HS2 Output or
HS2 Output Report:

(a) an evaluation of each option proposed by HS2 Limit orvmplementing the HS2 Output
(if applicable, as set out in the HS2 Output Report),'G ing‘the option preferred by HS2

Limited (the "“HS2 Recommended Option”);
(b) any concerns still outstanding of the Franchise&yin relation to the HS2 Recommended
Option;

(c) a detailed explanation of how the
Operational Baseline Forecast;

nded Option will impact upon the Strategic

(d) a detailed explanation of how HS2 Recommended Option corresponds to or deviates
from the assumptions and «deciSiens contained in the Strategic Operational Baseline

Report;
(e) an assessment of the ial'implications and a Value for Money Assessment in respect
of each option prop0sed (as set out in paragraph 5.1(a)), if adopted, for:
(1)
(i)

‘ii\@\ger and freight services in respect of the GB Railway,
& lowing periods:

during the ICWC Term;
(v) during the Integrated Operator Term; and
(vi) after the Expiry Date.

() a detailed explanation of how the Recommended Option corresponds to or deviates from
the assumptions and decisions contained in the Strategic Operational Baseline Report;

(9) an explanation of the steps required to implement the HS2 Recommended Option;
(h) any applicable additions and/or amendments to the Accepted Programme Specific

Requirements, Accepted Programme, Transitional Programme Specific Requirements and
Transitional Programme necessary to deliver the HS2 Recommended Option;
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6.1

(i) a plain English note describing the HS2 Recommended Option;

() if the HS2 Recommended Option may involve any implementation during the ICWC Term
(provided that that implementation does not relate solely to the Shadow Operator
Services):

(i) any proposed amendments to the Franchise Agreement to implement the HS2
Recommended Option during the ICWC Term;

(i) a plain English note summarising and explaining any such proposed amendments;
and

(iii) a certificate that appropriate legally-qualified personnel acting for t nchisee
have reviewed such amendments and plain English note,

provided always that such amendments shall not become effecti
been agreed in accordance with Schedule 9.3A (Variations to t
and Incentivising Beneficial Changes) and any such Variation

(k) any proposed drafting and/or amendments to the Fra
impact of the HS2 Recommended Option on any IO n
afting and/or amendments,

English note summarising and explaining any such p
together with a certificate that appropriate legally-q ied personnel acting for the
Franchisee have reviewed such drafting and/or nts and plain English note;

Q) any applicable additions and/or amendmen ary to deliver the HS2 Recommended
Option to the:

(i) Transitional Modelling Suite;

(i) I0C Modelling Suite;

(iii) ICWC Modelling Sui Q

(iv)  Accepted Pro odelling Suite; and

Opti ire an IOC Confirmed Obligation to come into effect in the then
curr hisee Year and prior to the next occasion on which the IOC Modelling
Sui be Placed in Escrow in accordance with paragraph 1.1(b) of Schedule

. Escrow Documents and Shadow Operator Escrow Documents), the IOC
ost'Budget; and
L 2
(m ON ditional capital expenditure or operating expenditure:
a detailed explanation of all costs and revenue impacts in relation to the IOC
Modelling Suite and the Transitional Modelling Suite; and

(i) confirmation by a statutory director of the Franchisee that any applicable additions
and/or amendments included in accordance with paragraph 5.1(l) are compliant
with the Shadow Operator Procurement Strategy and the Shadow Operator
Financial Management Strategy.

(v) where tr& ed Operator Start Date has occurred and the HS2 Recommended
r

Agreement on Functional Requirements

If the Required Output, whether under the Accepted Programme or the Transitional Programme,
is to provide Functional Requirements to HS2 Limited to enable delivery of any HS2 Output, the
Franchisee shall provide its proposed functionality and compatibility for the relevant Functional
Aspect to HS2 Limited and the Franchisee and HS2 Limited shall discuss and agree:
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6.2

6.3

6.4

6.5

6.6

6.7

7.1

(a) the scope and form of the relevant Functional Requirement;
(b) the costs and funding relating to the relevant Functional Requirement; and

(c) a recommendation as to whether the Functional Requirement Asset should be vested in
HS2 Limited, the Franchisee or a third party and, if a third party, identifying such third
party,

in each case, in compliance with any instructions, administrative practices, guidance, policies
measures or publications advised by the Secretary of State.

The Franchisee shall promptly notify the Secretary of State in writing once the scopg,and form of
any Functional Requirement has been agreed between the Franchisee and HS2 Limi including
in relation to whole life costs and funding.

If there is any dispute between the Franchisee and HS2 Limited as to th ropri scope and
form of any Functional Requirement, the Franchisee shall promptly noti egfetary of State
of such dispute. The Secretary of State may reasonably determin and form of any

Functional Requirement.

If the Franchisee and HS2 Limited agree on the scope and form_of any$Functional Requirement
but such Functional Requirement diverges from existing in rypractice, the Franchisee shall
submit such Functional Requirement in writing to the Secr f State for approval.
Following agreement or determination of the scope an rgny Functional Requirement, and,
te pursuant to paragraph 6.4 of this
2 Limited in accordance with the
irement.

if applicable, written approval from the Secretary
Schedule 18.2, the Franchisee shall coopegate
Collaboration Agreement to finalise such Func

Following finalisation of any Functional Re
Functional Requirement in writing to the Se

, the Franchisee shall promptly submit such
of State for approval.

Within thirty (30) days of receiving Qetional Requirement, the Secretary of State shall give

notice in writing to the Franchisee HS2 Limited):

(@) approving the Functio qUirement; or

(b) requiring revisi Functional Requirement, in which case the Franchisee shall
cooperate 2 ited in accordance with the Collaboration Agreement to produce a
revised Fu alfRequirement incorporating such revisions; and

(c) det ther the Functional Requirement Asset should be vested in HS2 Limited,
th chiSee or a third party and, if a third party, identifying such third party (taking

cownt the recommendation provided pursuant to paragraph 6.1(c)).

g the Functional Requirement

ing agreement regarding Functional Requirements, the Franchisee and HS2 Limited shall
and agree in order that HS2 Limited may develop:

discu
(a) the necessary project requirement specification to deliver such Functional Requirement;
(b) the necessary technical specification to deliver such project requirement specification;

(c) the form of contract under which such Functional Requirement will be procured and (where
applicable) maintained; and

(d) the acceptance criteria (or equivalent, where the performance of services is being
procured) relating to such Functional Requirement (“Functional Requirement
Acceptance Criteria”).
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7.2

7.3

7.4

7.5

If there is any dispute between the Franchisee and HS2 Limited in agreeing the Functional
Requirement Acceptance Criteria, the Franchisee shall promptly notify the Secretary of State of
such dispute. The Secretary of State may reasonably determine the Functional Requirement
Acceptance Criteria.

If HS2 Limited does not consult the Franchisee reasonably promptly after commencing, or
reasonably frequently during, the process for the procurement of any Functional Requirement
Asset, or if the Franchisee (acting reasonably) has any concerns about such a process, the
Franchisee shall immediately notify the Secretary of State.

Prior to HS2 Limited completing the purchase (or acquisition, entry into or assumption, as

applicable) of a Functional Requirement Asset, the Franchisee shall work with H Limited to

confirm whether the Functional Requirement Asset meets the Functional Re ent or

Functional Requirements and whether the Functional Requirement Asset is r n ikely to

meet the Functional Requirement Acceptance Criteria. The Franchisee shall:

(a) promptly notify HS2 Limited if the Franchisee considers (acting Aso ly) that the
Functional Requirement Asset meets the Functional iren or Functional

Requirements and meets, or is reasonably likely to meet, §hefFunctional Requirement
Acceptance Criteria, setting out the reasons for its opinion; or

ranchisee does not consider
ASset meets the Functional

(b) promptly notify HS2 Limited and the Secretary of Sta

(acting reasonably) that the Functional Requir
Requirement or Functional Requirements and meets, ogiS’reasonably likely to meet, the
Functional Requirement Acceptance Criteria, any’p d solution to any failure to meet

the Functional Requirement or Functio quirements and/or the Functional
Requirement Acceptance Criteria (if appropfia

Following HS2 Limited’s purchase (or ac
Functional Requirement Asset:

into or assumption, as applicable) of the

(a) the Franchisee shall underta n assessment of that Functional Requirement Asset in
order to confirm whether ¢he nctional Requirement Asset meets the Functional
Requirement Acceptance Crigeriia and shall promptly notify HS2 Limited and the Secretary
of State of whether or considers the Functional Requirement Acceptance Criteria
have been met, settin reasons for its opinion;

(b) the Franchisee ce a Required Output Report in accordance with paragraph 1 of

uding:

formation on how the Functional Requirement or Functional
ents meet the relevant Accepted Programme Specific Requirement or

. xan ional Programme Specific Requirement (as applicable); and

e Franchisee’s assessment of the Functional Requirement Asset including details

(A) how the Functional Requirement Asset meets the Functional Requirement or
Functional Requirements;

(B) whether, in the Franchisee’s reasonable opinion, the Functional Requirement
Asset meets the Functional Requirement Acceptance Criteria; and

(C) where the Secretary of State has notified the Franchisee in accordance with
paragraph 6.7(c) that the Functional Requirement Asset should be vested in
the Franchisee, the life and the maintenance requirements (if any) of the
Functional Requirement Asset.

Functional Requirement Asset
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8.1 If the Secretary of State has determined in accordance with paragraph 6.7(c) that the Functional
Requirement Asset should be vested in HS2 Limited the Secretary of State shall confirm in writing
to HS2 Limited and the Franchisee that no further action is required and the Functional
Requirement Asset shall remain vested in HS2 Limited.

8.2 If the Secretary of State has determined in accordance with paragraph 6.7(c) that the Functional
Requirement Asset should be vested in the Franchisee, then within thirty (30) days of receiving
the Required Output Report pursuant to paragraph 7.5(b) of this Schedule 18.2, the Secretary of
State shall notify HS2 Limited and the Franchisee in writing of the anticipated date on which such
Functional Requirement Asset shall be transferred to the Franchisee.

8.3 Upon the Secretary of State providing written notice to the Franchisee pursuant to garagraph 8.2
of this Schedule 18.2:

(a) the Franchisee shall accept the transfer of any Functional Requirem which the

Secretary of State has determined should be vested in the Franchi

(b) the Franchisee shall enter into a novation agreement with H
third party to transfer any agreements relating to such Fun
the Franchisee (such novation agreement to be in the form set
Schedule 18.2, unless otherwise agreed by the Secretary of Stat

n Appendix 1 to this

(c) the Franchisee shall provide HS2 Limited with all r ble”assistance in ensuring that
any relevant third party enters into Direct Agrgem relating to such Functional
Requirement Asset;

(d) the Franchisee shall do and execute a
the Secretary of State to implement a
Requirement Asset to the Franchi ;

a ument reasonably requested of it by
iv effect to the transfer of any Functional

(e) the Functional Requirement Asset d "any agreements relating to that Functional
Requirement Asset shall be degignated a Primary Franchise Asset which shall transfer to a
Successor Operator at nil value amd shall not be de-designated as such and the costs
associated with such FunctignalhRequirement Asset and any agreements relating to that
Functional Requirement shall be added to the Transitional Modelling Suite and/or
I0C Modelling Suite, a ble. Following completion of the transfer of such Functional
Requirement Asse Secretary of State shall confirm that no further action is required
in respect of ea nal Requirement Asset which has been transferred.

&mn

Business Design and O

9 Business Str oposal

9.1 The Frmc& all, by no later than 11 May 2022, submit to the Secretary of State a Required

0 at sets out recommendations for the future design and structuring of the
e e “Integrated Operator Business Report”) in accordance with paragraphs 1 to
of this Schedule 18.2.

9.2 egrated Operator Business Report shall (including by incorporating the Target Operating
Model, as produced in accordance with paragraph 9.2A of this Schedule 18.2) set out the
Franchisee’s proposals for structuring the Franchisee and the Franchise during the Integrated
Operator Term and, following the Expiry Date, for the expected term of the successor operator,

having given due regard to:

(a) the division of operational responsibilities between HS2 Limited and the Franchisee and
the alignment of control functions and incentives with Network Rail;

(b) the relationship between the Franchisee and the supply chain for rolling stock supply and
maintenance, together with other operational and customer-facing services delivered to,
or in connection with, the Franchise;
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(c) the impacts of any Industry Remapping Proposals arising from the TSS Options Report;

(d) the requirements of paragraph 1 of Part 1(b) of Schedule 6.2B (Committed Obligations);
and

(e) any proposed changes to the applicable regulatory or legislative framework.

9.2A To facilitate delivery of the Integrated Operator Business Report, the Franchisee shall produce a

9.3

10

10.1

10.2

10.3

Target Operating Model, which the Franchisee shall provide to the Secretary of State by 31 March
2022.

Without limiting the provisions of paragraph 2 of Schedule 15.1 (Reletting Prawxisions), the
Franchisee shall, if so requested by the Secretary of State, in connection with roposal

(whether or not yet finalised) to tender for the right and obligation to provi Speed
Services in succession to the Franchisee, provide the Secretary of State (or the Secretary
of State’s advisers, employees, representatives, nominees or agents) 4wi formation,
reports and analysis as the Secretary of State (or any of the Secre e’s advisers,
employees, representatives, nominees or agents) may require in the High Speed

Business Unit. This may include:

(i) operational and financial information, data, repor
other train crew and rolling stock diagrams,

information, Network Rail charges and p
Infrastructure Manager) charges and perforfnan

(i) terms and conditions of employees angd

and amalysis (including driver,
d safety and environmental
ance data, HS2 Limited (as
ata);

an resources policies; and
(iii) any other information as the Se ar 6 tate may specify from time to time.

Railway Schemes Proposal

The Franchisee shall, no later than ne 2024, submit to the Secretary of State a Required
Output Report relating to a propo inkespect of Railway Schemes (the “Railway Schemes
Proposal”) in accordance with pa hs 1 to 3 and 10.2 of this Schedule 18.2, in which the

Franchisee shall propose:

(a) which Railway Sch S Id apply to the Franchisee in respect of:

r% ervices; and/or

Intional Services,

(i)  thel

(i)  the

in each’cXIo g the High Speed Start Date;
(b) im nable detail) any recommended amendments or modifications the Franchisee
co ends to be made to such Railway Schemes; and

any additional industry schemes the Franchisee considers could provide beneficial
outcomes for passengers (including a description of the nature and scope of any such
additional industry scheme).

The Railway Schemes Proposal submitted pursuant to paragraph 10.1 of this Schedule 18.2 shall
include a detailed explanation of the reasons for the Railway Schemes Proposal, together with
any supporting evidence that the Franchisee considers relevant.

When developing the Railway Schemes Proposal (and any Supplementary Railway Schemes
Proposal), the Franchisee shall consult with; fully and effectively co-operate with; and take into
account the views and representations of, the Secretary of State, Network Rail, HS2 Limited, the
ORR, the RDG and all other relevant railway industry bodies and organisations.
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11

11.1

11.2

12

12.1

12.2

New Railway Schemes

If following the submission of the Railway Schemes Proposal in accordance with paragraph 10 of
this Schedule 18.2, the Franchisee becomes aware of a Railway Scheme that may be relevant to
the High Speed Services and/or the Conventional Services following the High Speed Start Date
that was not considered in the Railway Schemes Proposal, then the Franchisee shall submit to
the Secretary of State a supplementary proposal in respect of that Railway Scheme within 30
days of the date of establishment of that Railway Scheme (a “Supplementary Railway
Schemes Proposal”).

Any Supplementary Railway Schemes Proposal shall contain:
(@) (in reasonable detail) any recommended amendments or modifications t nchisee

recommends to be made to the relevant Railway Scheme; and

together with any supporting evidence that the Franchisee consi

Development of an Integrated Operator Business Plan %
The Franchisee shall, no later than twenty four (24) months priar to th&Anticipated High Speed
Start Date, submit to the Secretary of State as a Required eport a draft business plan

setting out how it will deliver the Franchise Services with the High Speed Start Date
(the “Integrated Operator Business Plan”) in accordance wj

(b) a detailed explanation of the reasons for the Supplementary Ra;@ s Proposal,
t.

paragraphs 1 to 3 and 12.2 of
this Schedule 18.2.

The Integrated Operator Business Plan shall ingludg, i ion to the period from the Integrated
Operator Start Date to:

(a) the Expiry Date:

(i) the items set out i aragraph 10.2(a) of Schedule 11.2B (Management
Information);

(i) the Franchisee’s or implementing the Integrated Services Marketing Plan;

(iii) the Franchi@a s for operating the Passenger Services;
&

(iv) the isee’s plans for implementing the Passenger Proposition, including
qua nagement systems to ensure that the IOC Benchmarks are achieved;

(V\Qanchisee’s plans for implementing the Integrated Services Staffing Plan;
L 2

\N e Franchisee’s plans for implementing the approach to Fares recommended in the

Fares Options Analysis;

(vii) those Franchise Specific Obligations in Schedule 6.1A (Franchise Specific
Obligations) and Committed Obligations in Schedule 6.2A (Committed Obligations)
which the Franchisee recommends should be carried forward and apply during the
Integrated Operator Term;

(viii) the Franchisee’s plans for implementing the recommendations of the Integrated
Operator Business Report;

(ix) the Franchisee’s procurement strategy for the Integrated Operator Period
(“Integrated Operator Procurement Strategy”), which shall be based upon and
consistent with the Shadow Operator Procurement Strategy but extended as is
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12.3

12.4

13

13.1

13.2

necessary to reflect the different nature of the procurement requirements for the
Integrated Services; and

(x) raising awareness of HS2 Phase 2b through the publication of plans including a
strategic context with a ten (10) year horizon; and

(b) the date falling ten (10) calendar years from the Integrated Operator Start Date:

(i) projected annual operational revenues and costs with underpinning assumptions;
and
(i) an extension of such of the other information set out at paragraphs a)(i) to
(x) above as may be requested by the Secretary of State from ti t
The Franchisee shall, no later than twelve (12) months prior to the Antici dH peed Start

Date, provide the Secretary of State with a further Integrated Opé ess Plan in

accordance with paragraph 3 of this Schedule 18.2, amended to tak

(a) any changes to the items set out in paragraph 12.2;

(b) any other changes to the HS2 Project and/or Int@ervices as the Franchisee

considers necessary; and

list of assumptions on the basis of which each_s forecast has been prepared.

(c) a profit and loss forecast, cash flow forecast a& ecast balance sheet together with a

Where the Secretary of State considers that tRg
Start Date and the High Speed Start Date is \i
Integrated Operator Business Plan, relati
Services, is required (an “Interim Integra
State shall notify the Franchisee in writing and

@. time between the Integrated Operator
0 be such that an interim version of the
Franchise Services other than the High Speed
Dperator Business Plan”), the Secretary of
pecify:

(a) the required content of the im Integrated Operator Business Plan;

(b) the timings for the prayiSi

Report (if required%
(c) any change OQ gs stated in paragraphs 12.1 and 12.3 for the Integrated Operator

f the relevant Required Output Report and Final Output

Business Pl
in which case chisee shall provide the Interim Integrated Operator Business Plan in
accordan t notification, but for the avoidance of doubt such provision shall not relieve

the Frah efrom its obligation also to provide the Integrated Operator Business Plan in

x paragraphs 12.1 to 12.3.

egrated Services Mobilisation Plan

The nchisee shall, by no later than 1 January 2024, deliver to the Secretary of State:

(a) an Initial Output Report relating to the Integrated Services Mobilisation Plan (the “Initial
Integrated Services Mobilisation Plan”) in accordance with paragraphs 1 to 3 and 13.2
and 13.3 of this Schedule 18.2; and

(b) Mobilisation Project Plans supporting the Initial Integrated Services Mobilisation Plan.

The Initial Integrated Services Mobilisation Plan shall set out the Franchisee’s plans in relation to

the transition from the Passenger Services operated prior to the Integrated Operator Start Date
to the Passenger Services to be operated during the Integrated Operator Term (taking into
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13.3

14.2

account any phasing of the launch of services and any infrastructure or other works affecting or
likely to affect passenger services to and from any Stations) including:

(a) staffing and management, which shall:
(i) represent the Franchisee’s best estimate, based on reasonable assumptions, of its
staffing and training requirements in relation to the Franchisee’s role in the

mobilisation of the Integrated Services; and

(i) identify and explain in reasonable detail the assumptions relied on for its
preparation,

in @ manner that is consistent with the Integrated Services Staffing Plan and t egrated
Services TSR, the Integrated Established Services TSR, as applicable;

(b) delivering the Trial Operations Plan and achieving operational readi by igh Speed
Start Date;

(c) regulatory and licensing requirements, including: %
() satisfying any High Speed Services Preparation Obligati by the relevant date

stated for satisfaction of it in paragraph 1.1 o edule 19.4 (High Speed Services

requirements necessary for the Franchi 0 operate the High Speed Services on
and from the High Speed Start Date

Review);
(i) obtaining all Licenses and otherwixg/ing all applicable regulatory

in each case in relation to the pgriod e date of the Initial Integrated Services
Mobilisation Plan until the date falli ) months after the High Speed Start Date; and
(d) delivering any obligations to mers and/or the Secretary of State during the period
from the High Speed Start until the date falling six (6) months after the High Speed
Established Services Dat
The Initial Integrated Serviges ilisation Plan must set out the information required pursuant
to paragraph 13.2 of thi%dule 18.2 in sufficient detail that the Secretary of State may
Fr

effectively evaluate, i e instance, the Initial Integrated Services Mobilisation Plan and, on
an ongoing basis, chisee’s performance against the Initial Integrated Services
Mobilisation Plan.

o the Integrated Services Mobilisation Plan

i all discuss each version or update of the Integrated Services Mobilisation Plan
h&‘n ilisation Project Plans with HS2 Limited, the Department and Network Rail prior to

that version or update of the Integrated Services Mobilisation Plan and/or the
n Project Plans to the Secretary of State in accordance with paragraphs 1.5 and/or 3
Schedule 18.2.

Annually following the approval of the Integrated Services Mobilisation Plan pursuant to
paragraphs 2 and 13 of this Schedule 18.2, at the same time as each Shadow Operator Annual
Review Checklist is delivered to the Secretary of State by the Franchisee under paragraph 3.4 of
Schedule 18.4 (Shadow Operator Annual Review), the Franchisee shall either:

(a) confirm that no updates to the Integrated Services Mobilisation Plan and/or the
Mobilisation Project Plans are required at such time; or

(b) (without prejudice to paragraph 3 of this Schedule 18.2) give notice in writing to the
Secretary of State of any necessary amendment to the Integrated Services Mobilisation
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15

15.1

15.2

15.3

15.4

16

16.1

16.2

Plan and/or Mobilisation Project Plans and shall provide to the Secretary of State a revised
Integrated Services Mobilisation Plan and/or Mobilisation Project Plans incorporating such
amendments within thirty (30) days of giving such notice.

Final Integrated Services Mobilisation Plan

No later than twelve (12) months prior to the Anticipated High Speed Start Date, the Franchisee
shall produce a final version of:

(a) the Integrated Services Mobilisation Plan; and
(b) the Mobilisation Project Plans.

Within sixty (60) days of receiving draft final versions of the Integrated Servic 0 ion Plan
and Mobilisation Project Plans, the Secretary of State shall give notice in writing to Ehe*Franchisee:

(@) approving the final versions of the Integrated Services Mobilisati Mobilisation
Project Plans; or

(b) requiring revisions to the draft final versions of the Integrated SgryiCes Mobilisation Plan,
and/or Mobilisation Project Plans and, if so, specifying what revisions are required.

and 15.2(b) of this Schedule 18.2, the Franchisee shallfpro y after receiving such notice,
produce and submit a revised final version of the Intedgra rvices Mobilisation Plan (and/or
Mobilisation Project Plans, as appropriate) incorp the required amendments and the
provisions of paragraph 15.2 will apply.

If the Secretary of State gives notice in writing of any req@nt et out in paragraphs 2.4(b)

If the Secretary of State gives notice i he Secretary of State’s approval of the
Integrated Services Mobilisation Plan an tion Project Plans under paragraph 15.2(a) of
this Schedule 18.2 and the Integrated Servic bilisation Plan and/or Mobilisation Project Plans
contain additions to the Accepted Pr mme Specific Requirements, Accepted Programme, the
Accepted Programme Modelling Suite, tRe Transitional Programme Specific Requirements, the
Transitional Programme and/or the“Wransitional Modelling Suite, the relevant parts of the
Integrated Services Mobilisatio n ‘and/or Mobilisation Project Plans shall be deemed to
constitute a notice of propos e served by the Franchisee in accordance with paragraph
2.1 of Schedule 9.1B (Fin and Other Consequences of Change) and the Franchisee and the
Secretary of State sh with that Schedule in agreeing or determining the required

Change.

Integrated Serv bilisation Communications Strategy

ting to a communications strategy in relation to the launch of the Integrated

ing out the Franchisee’s proposed overall approach to mobilisation communications,

t®” be targeted and key messages to communicate effectively to passengers, staff,

takeholders and members of the public in relation to the launch of the Integrated

es (the “"Integrated Services Mobilisation Communications Strategy”) in accordance
ragraphs 1 to 3 of this Schedule 18.2.

The Fram&sh , ho later than 12 May 2022, submit to the Secretary of State a Required
t

The Integrated Services Mobilisation Communications Strategy shall also include:

(a) the Franchisee’s rationale for why it considers its communications strategy to be cost-
effective and optimal;

(b) any assumptions made by the Franchisee in relation to its communications strategy,
including with respect to any market patterns, trends or analysis;
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17

17.1

17.2

17.3

(c) a summary of the points that the Franchisee consulted on with each of the persons
specified in paragraph 17.2 of this Schedule 18.2 and any feedback received in relation to
those points;

(d) any alternative strategies considered and the reasons that the Franchisee has decided not
to progress those;

(e) any risks associated with its communications strategy and any potential mitigations of
such risks; and

() any supporting evidence in relation to the matters described sub-paragraphs (a) to (e)

above.
Integrated Services Mobilisation Communications Plan

The Franchisee shall, following approval by the Secretary of State of
Mobilisation Communications Strategy and no later than twelve (12) m
of issue by the Secretary of State of the Integrated Services TSR a
Services TSR under paragraph 42.6 of this Schedule 18.2, submi
Required Output Report relating to a communications plan in relati the launch of the
Integrated Services in order to implement the Integrated Services Mobilfsation Communications
Strategy (the “Integrated Services Mobilisation Communig¢ations Plan”) in accordance with

ntegratéd Services
ol i

ing the date
blished Integrated

e Secretary of State a

paragraphs 1 to 3 and 17.3 of this Schedule 18.2.
The Franchisee shall consult with each of HS2 Limited e@Rail and any franchisee of a Rail
Franchise that the Secretary of State notifies the Framnchisee in writing, together with such other
C
76

persons as the Secretary of State notifies the
necessary or desirable to prepare the Integrat

ra writing or the Franchisee considers

s Mobilisation Communications Plan.

The Integrated Services Mobilisation Com
accordance with the Integrated Services Mo

ions Plan shall set out in reasonable detail, in
isation Communications Strategy:

(@) the communications that thed€ranchisee proposes are made in respect of the launch of the

Integrated Services durin opriate phases during the period from thirty six (36)
months prior to the Anti d High Speed Start Date until six (6) months following the
Anticipated High Spee blished Services Date;

(b) the person or p onsible for making those communications (including, where the
person prop e% e the communication is not the Franchisee whether that person
has agreedsrte ke that communication) and the proposed audiences for those
communica @

(c) gh& unication channels that are intended to be utilised;
a

(d I'N ed timing and frequency of those communications, including by incorporating the

int*€ontent calendar (meaning the content calendar to be produced by the Franchisee,

onsultation with: (a) HS2 Limited; (b) the Department; and (c) Network Rail, setting

out the planned timing and frequency of the communication activities that are to be

completed in relation to the Integrated Services) into the Integrated Services Mobilisation
Communications Plan; and

(e) how the success of each phase of the communications plan (referred to in sub-paragraph
(a)) will be evaluated, including how the Franchisee shall use each of the following
monitoring tools to evaluate such success:

() media monitoring;

(i) sentiment monitoring;

(iii) brand and campaign tracking;
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17.4

17.5

18

18.1

18.2

(iv) employee engagement and pulse surveys of (1) Franchise Employees performing
Passenger Services roles, and (2) employees of HS2 Limited and Network Rail;

(v) email engagement; and

(vi) website use.
The Franchisee, in preparing the Integrated Services Mobilisation Communications Plan, shall
have regard to, and ensure that the Integrated Services Mobilisation Communications Plan is
designed to deliver, the following objectives:
(@) that the passenger benefits and benefits to passenger and freight services oss the GB

Railway, in each case arising from the Integrated Services, are effectively iciently
conveyed to passengers, staff, relevant Stakeholders and members h icin a

positive, proactive and timely manner;
Ko

(c) that the Franchisee engages with, and responds passengers, staff, relevant
Stakeholders and members of the public in relation nyfeoncerns that they may have
in relation to the Passenger Services or the Integra@ vicés (or any part of them) in a

(b) that passengers, staff, relevant Stakeholders and members of the
with relevant developments in connection with the launch of
proactive and timely manner;

arefkept informed
ed Services in a

positive, proactive and timely manner;

(d) that the Franchisee communicates effectivel &‘ficiently, in a positive, proactive and
timely manner, with all relevant pers s,% e that the launch of the Integrated

Services goes smoothly; and

(e) that no sensitive or confidential inf
of the Franchise Agreement (or any o

is disclosed by the Franchisee in contravention
greement binding on the Franchisee).

The Franchisee shall provide to t Sagretary of State an Integrated Services Mobilisation

Communications Plan in the form Final Output Report (if required) for Secretary of State
approval by the date notified b Secretary of State to the Franchisee in writing (provided
always that the Secretary of gives at least six (6) months’ notice of such date).

The Franchisee shg

Development of Inte rvices Staffing Plan

er than 1 January 2021, submit to the Secretary of State a Required

Output Report rel ® a staffing, recruitment and training plan setting out the comprehensive,

robust and ble”strategy of the Franchisee for providing an appropriately skilled, trained

and quali(&rk ce of Franchise Employees for the Franchisee’s efficient and effective delivery
at

of th Services (the “Integrated Services Staffing Plan”) in accordance with
parag 3 and 18.2 of this Schedule 18.2.

heyln ated Services Staffing Plan shall:

(@) set out in detail the proposed organisation and operation of the Franchisee’s business to
efficiently and effectively provide the Integrated Services, including:

() details of the roles and anticipated number of staff required to deliver the
Integrated Services (informed by the Integrated Services Workforce Plan, as
produced in accordance with paragraph 18.2A of this Schedule 18.2);

(i) analysis of where such roles are intended to be filled by existing Franchise
Employees or through recruitment of new staff; and

(iii) an explanation of how it will deliver the Integrated Operator Business Report;
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(b)

()

(d)

(e)

(f)

(9)

(h)

take into account and reflect the Integrated Operator Business Report prepared by the
Franchisee in accordance with paragraph 9 as approved by the Secretary of State (as
updated from time to time);

be developed in accordance with the Franchisee’s draft Skills and Leadership Strategy as
required by paragraph 9 of Schedule 13.1 (Rail Industry Initiatives and Co-operation);

set out in detail a plan for:
(i) the recruitment of new staff; and

(i) the training of all staff (including existing Franchise Employees and newly recruited
staff),

in connection with the Franchisee’s efficient and effective delivery of the Trial Operations
Plan and the Integrated Services, which plan shall include detail

(A) how an appropriately skilled, trained and j rkforce will be

available to allow the Franchisee to perform {its obli ons in relation to

testing and commissioning activities, including r the HS2 Network

Testing and Commissioning Requirements,_withoutaffecting the delivery of
the Passenger Services;

(B) the latest date by which the Franchisee’s anisation will be operationally
able to deliver the Integrated Sendice ch in any event must be no later
than the Anticipated High Speed t Date;

arrangements (as the case may be) with
he NCHSR), including the results of a
feasibility analysis (to be carried o e Franchisee, in conjunction with NCHSR and
the RDG driver academy programm efore the submission of the Integrated Services
Staffing Plan in accordance with paragraph 18.1 of this Schedule 18.2) in relation to
establishing a driver acade

set out in detail the arrangements or
any applicable training providersg(i

set out in detail:

[REDACTED?] @
set out an & &i' of the risks associated with the Integrated Services Staffing Plan

described in agraph 18, including an explanation of how the Franchisee intends to
sks (identifying where this will rely on third parties) and any steps that
proposes to take to mitigate the risks; and

? to%account and reflect the:

distribution and availability of national and regional skills;
(i) diversity of the workforce; and

(iii) High Speed Skills Plan.

18.2A To facilitate delivery of the Integrated Services Staffing Plan, the Franchisee shall produce an
Integrated Services Workforce Plan, which the Franchisee shall provide to the Secretary of State
by 30 September 2022.

214 January 2020 (Date of Redactions Approval) — Where text has been omitted from the document — this is because the
Secretary of State has decided to exclude the text in accordance with the provisions within the Freedom of Information Act

2000.
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18.3 The Franchisee shall provide to the Secretary of State an Integrated Services Staffing Plan in the
form of a Final Output Report (if required) for Secretary of State approval no later than twenty
four (24) months following the Shadow Operator Start Date.

19 Update of the Integrated Services Staffing Plan

19.1 The Franchisee shall submit to the Secretary of State, the following:

(a)

(b)

()

by not later than three (3) months following the date on which the Integrated Operator
Business Report is approved by the Secretary of State, a revised Integrated Services
Staffing Plan in accordance with paragraph 3 (for the avoidance of doubt, containing the
information set out in paragraph 18.2 of this Schedule 18.2);

by no later than six (6) months following the date of issue by the Secr o] of the
Integrated Services TSR and the Established Integrated Services TSR ufder paragraph
42.6 of this Schedule 18.2, a revised Integrated Services Staffing in dance with
paragraph 3 (for the avoidance of doubt, containing the informat oUt'in paragraph
18.2 of this Schedule 18.2), which has been updated to changes to the

proposed structure and organisation of the Franchisee’s (business to efficiently and
effectively provide the Integrated Services; and

by no later than 1 January 2026, a schedule identitying
employed by the Franchisee in the delivery of th
paragraph 3.1 of Schedule 11.2B (Managemeng Inf

Integrated Operator Start Date) and an organiSat

Key Personnel who will be
rated Services (and to which
ation) shall apply from the
art detailing the responsibilities

and reporting lines of each of the Key Perso I,
in each case, updated to reflect the Integrate er@usiness Report.

20 Staff Engagement Plan

20.1 The Franchisee shall, no later than sixg(6) months following the Shadow Operator Start Date,
submit to the Secretary of State a Requied Output Report relating to the Franchisee’s strategy
for engagement with its staff and plicable trade unions in relation to the proposed changes
to the Franchisee’s business as t of the planned launch of the Integrated Services to ensure
the smooth, efficient and effeCti ransition to the Integrated Services (the “Staff Engagement
Plan”) in accordance wit raphs 1 to 3 and 20.2 of this Schedule 18.2.

20.2 The Staff Engage tRlan Il:

(a)
(b)
(c)

[REDACT

LRSSQTE |
e\ etailed terms of reference for projects to be completed by the Franchisee to build
t

he assumptions referenced in paragraph 20.2(b) of this Schedule 18.2, such projects
g likely to include projects in relation to:

() change communications;

314 January 2020 (Date of Redactions Approval) — Where text has been omitted from the document - this is
because the Secretary of State has decided to exclude the text in accordance with the provisions within the
Freedom of Information Act 2000.

414 January 2020 (Date of Redactions Approval) - Where text has been omitted from the document - this is
because the Secretary of State has decided to exclude the text in accordance with the provisions within the
Freedom of Information Act 2000.
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20.3

21

211

21.2

21.3

21.4

21.5

(i) an industrial relations engagement strategy;
(iii) role specific messages for each broad grade group;
(iv) staff participation; and
(v) a dispute management strategy; and
(d) with effect from the update of the Staff Engagement Plan in 2021, take into account and
reflect the reviews completed by the Franchisee pursuant to paragraph 18.2(h) of this
Schedule 18.2.
Without prejudice to paragraph 3 of this Schedule 18.2, the Franchisee shall up e Staff
Engagement Plan annually and shall deliver such updated Staff Engagemen n same
time as each Shadow Operator Annual Review Checklist is delivered to the S&cretary’ of State by
the Franchisee under paragraph 3.4 of Schedule 18.4 (Shadow Operator al Reyjew).

Rolling Stock and Operations

Strategic Operational Baseline Report

The Franchisee shall, within six (6) months of the Shado perator Start Date, provide the
Secretary of State and HS2 Limited with a draft Strategic G ional Baseline Report.

The draft Strategic Operational Baseline Report shall: g
o dev, ny forecast costs, revenues, economic
i the HS2 Business Case, in so far as the

(b) set out all assumptions and/or decisiofis that have been made in respect of any aspect of
the HS2 Operational Conce nd which will inform future operational Functional
Requirements;

(a) set out all assumptions which were use
benefits and operational performance ¢
same relate to the Integrated Ser ;

(c) set out all decisions that rpin any existing HS2 Limited contracts and procurements
in so far as the sam to the Integrated Services;

21.2(b) and<@ impact upon the I0C Modelling Suite; and

(d) explain how ea& decisions and assumptions referred to in paragraphs 21.2(a),
9)

Q, e decisions and assumptions referred to in paragraphs 21.2(a), 21.2(b)
a clear and accessible manner with references back to the original source

(e) explain
and
n [
In pre NS e Strategic Operational Baseline Report, the Franchisee shall consult with the
S of'State and HS2 Limited so as to ensure that it has all relevant information required

plete the Strategic Operational Baseline Report in accordance with paragraph 21.2 of this
S le 18.2.

If the Franchisee is unable to gather all relevant information in accordance with paragraph 21.3
of this Schedule 18.2, the Franchisee shall promptly notify the Secretary of State in writing giving
details of the information which it has been unable to obtain.

Within sixty (60) days of receiving the draft Strategic Operational Baseline Report, the Secretary
of State shall give notice in writing to the Franchisee:

(a) approving the draft Strategic Operational Baseline Report and confirming that it is
complete; or
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21.6

22

22.1

22.2

22.3

22.4

22.5

(b) requiring revisions to the draft Strategic Operational Baseline Report and, if so, specifying
what revisions are required and whether the reason for the revisions is that the draft
Strategic Operational Baseline Report does not fulfil the agreed scope (in the reasonable
opinion of the Secretary of State).

If the Secretary of State gives notice in writing of any required revisions under paragraph 21.5(b)
of this Schedule 18.2, the Franchisee shall promptly after receiving such notice, produce and
submit a revised Strategic Operational Baseline Report incorporating the required revisions for
review by the Secretary of State in accordance with paragraph 21.5 of this Schedule 18.2 and
such revision shall be undertaken at the Franchisee’s own cost if the reason for the revision was
that the draft Strategic Operational Baseline Report did not fulfil the agreed scope (in the
reasonable opinion of the Secretary of State).

Strategic Operational Baseline

Within three (3) months of the later of the Secretary of State notifying & ra iSee that the
Strategic Operational Baseline Report is complete in accordance with pq h .5(a) of this
Schedule 18.2 and the IOC Modelling Suite being agreed or det inad accordance with
paragraphs 2.6 or 2.7 of Schedule 18.1 (Shadow Operations), the Fr nch ee shall notify the
Secretary of State whether the Franchisee, acting reasonably, consid at any updates are
required to the functionality of the IOC Modelling Suite in order for the Modelling Suite to be
used as a comparator.

Within thirty (30) days of the Secretary of State receivin e Franchisee’s notification in
accordance with paragraph 22.1 of this Schedule 18.2 tary of State shall give notice in
writing to the Franchisee:

(a) approving the recommended updates a ing that the Franchisee develop the IOC
Baseline Comparator; or

(b) requiring revisions and/or additions§to the recommended updates, specifying what

revisions and/or additions are uired.
Within two (2) months of receiv e Secretary of State’s notification in accordance with
paragraph 22.2 of this Schedul the Franchisee shall provide the Secretary of State with a
draft IOC Baseline Comparat ich”shall:
(a) be updated to additional functionality required in accordance with paragraphs
22.1 and 2 hedule 18.2; and
(b) be populat s to reflect the assumptions and decisions referred to in paragraphs
and 21.2(c) of this Schedule 18.2 (as the same may have been updated
foI |pt of the Secretary of State’s notice in accordance with paragraph 21.5 of

Ie 18.2).

(60) days of receiving the draft I0C Baseline Comparator in accordance with
22.3 of this Schedule 18.2, the Secretary of State shall give notice in writing to the
isee:

(@) approving the draft IOC Baseline Comparator; or

(b) requiring revisions to the draft IOC Baseline Comparator and, if so, specifying what
revisions are required and whether the reason for the revisions is that the draft I0C
Baseline Comparator does not fulfil the agreed scope (in the reasonable opinion of the
Secretary of State).

If the Secretary of State gives notice in writing of any required revisions under paragraph 22.4(b)
of this Schedule 18.2, the Franchisee shall promptly after receiving such notice, produce and
submit a draft IOC Baseline Comparator incorporating the required revisions for review by the
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22.6

23

23.1

23.2

23.3

23.4

23.5

23.6

23.7

Secretary of State in accordance with paragraph 22.4 of this Schedule 18.2 and such revision
shall be undertaken at the Franchisee’s own cost if the reason for the revision was that the draft
IOC Baseline Comparator did not fulfil the agreed scope (in the reasonable opinion of the
Secretary of State).

Following approval of the IOC Baseline Comparator in accordance with this paragraph 22 the
Franchisee shall provide the Secretary of State with a forecast of the costs and revenues expected
in relation to the Integrated Services on the basis of the IOC Baseline Comparator (“Strategic
Operational Baseline Forecast”).

Operational Review

The Franchisee shall, as soon as practicable after the Shadow Operator Start D d in its
capacity as Critical Friend, undertake an operational review of the HS2 Plans a h ments
notified to it in accordance with paragraph 23.2 of this Schedule 18.2 for the plrpdse of preparing
a Rolling Stock Operational Review Report and an Operational Review to elivered to
the Secretary of State in accordance with paragraphs 23.7 and 23.8 of hedule 18.2 (the
“Operational Review”).

The Secretary of State shall, on or before the Shadow Operator St ate, provide to the

Franchisee a list of the HS2 Plans which will be subject
“Operational Review Documents”). Nothing in this para

reviewing any other document for the purposes of the OpeG‘

the erational Review (the
ohibits the Franchisee from
view.

The Franchisee shall: &

(a) no later than thirty (30) days after the Operator Start Date, submit to the
Secretary of State a report in relation t r stock aspects of the Operational Review
(the “Rolling Stock Operation eport”) in accordance with 23.7 of this
Schedule 18.2; and

(b) no later than six (6) months af he Shadow Operator Start Date, submit to the Secretary
of State a report in relati toNthe Operational Review (the “Operational Review
Report”) in accordance with pasagraph 23.8 of this Schedule 18.2.

The Franchisee and the Sec State shall discuss and agree, and, in the event of any
dispute, the Secretary of reasonably determine, the scope and form of the Operational

Review Report and the B ock Operational Review Report.

anderm of the Operational Review Report and/or Rolling Stock Operational
Review Report reg @ ny amendment to the Accepted Programme Specific Requirements, the
Accepted Preglra and/or the Accepted Programme Modelling Suite, the Franchisee shall
promptly e a‘€hange to reflect the required amendments in accordance with Schedule 9.1B

If the finalised scop

(Fina Other Consequences of Change).

hisee shall consult with HS2 Limited, together with such other persons as the Secretary
quires, or that, subject to Secretary of State’s prior written approval, the Franchisee
ers necessary or desirable, to prepare the Operational Review Report and the Rolling Stock
Operational Review Report and will permit HS2 Limited reasonable time to review and comment
on the Operational Review Report and the Rolling Stock Operational Review Report prior to their
submission to the Secretary of State.

The Rolling Stock Operational Review Report shall:
(a) provide a summary of the Franchisee’s review of each of the Operational Review

Documents relating to the High Speed Rolling Stock, including the testing and
commissioning thereof;
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(b)

()

provide recommendations for optimising the overall efficiency and value of the operation
of the High Speed Rolling Stock, including identifying any areas for improvement by HS2
Limited and the nature, scope and extent of such improvements, together with:

(i) an explanation of the advantages and disadvantages of each recommendation,
including:

(A) the estimated costs and benefits of adopting the recommendation;
(B) the risks associated with adopting the recommendation;
(O the risks associated with not adopting the recommendation; amd
(D) the degree of urgency necessary to obtain the benefits or te the
risks associated with recommendation and the impact{on estimated costs
and benefits of not progressing with urgency;
(i) any assumptions made by the Franchisee in relation t Q@ mendations;

(iii) any supporting evidence in relation to the matters descri this sub-paragraph
23.7(b); and

(iv) where any range of recommendations is proyi
identify the Franchisee’s preferred recommefidati
why it considers such recommendation

lation to a relevant matter,
nd set out in reasonable detail
al; and

provide a summary of the feedback re 2 Limited following:

(i) the Franchisee’s consultati
Operational Review Report;

imited in preparation of the Rolling Stock

(i) HS2 Limited’s review ofgihe Rollihng Stock Operational Review Report,

in each case in accordance Wi aragraph 23.6 of this Schedule 18.2, which shall outline
the level of support (or wise) for each recommendation contained in the feedback
received from HS2 Li ogether with reasons for HS2 Limited’s support (or otherwise).

23.8 The Operational Revie all:
(@) provide a s aly of the Franchisee’s:

(i) each of the Operational Review Documents relating to the design and

nsteuction the HS2 Project, which shall include a review of the design

* specification output requirements in respect of the following:

\ (A) the stations owned by HS2 Limited;
(B) the Depot and Stabling Strategy; and
(©) the Railway Systems Operational Sub-Concept;

(i) review of each of the Operational Review Documents relating to HS2 Limited’s role
as infrastructure manager, which shall include a review of the Infrastructure
Management Strategy;

(iii) review of each of the Operational Review Documents relating to the testing and

commissioning of the HS2 Network, including in relation to HS2 Limited’s role as
Systems Integrator;
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23.9

23.10

24

24.1

(b) provide recommendations for optimising the overall efficiency and value of the operation
of HS2 Network and the Integrated Services, including identifying any areas for
improvement by HS2 Limited and the nature, scope and extent of such improvements,
together with:

(i) an explanation of the advantages and disadvantages of each recommendation,
including:

(A) the estimated costs and benefits of adopting the recommendation;

(B) the risks associated with adopting the recommendation;

(O the risks associated with not adopting the recommendation; a

(D) the degree of urgency necessary to obtain the benefits @nd/for mitigate the
risks associated with recommendation and the im on estifhated costs
and benefits of not progressing with urgency;

(i) any assumptions made by the Franchisee in relation t@ su¢h recommendations;

(iii) any supporting evidence in relation to the matters_descri in this sub-paragraph
(b); and

(iv)  where any range of recommendations is provide relation to a relevant matter,
identify the Franchisee’s preferred reco e ion and set out in reasonable detail

why it considers such recommendatioggto optimal; and

from HS2 Limited following (i) the
preparation of the Operational Review
Report, and (ii) HS2 Limited’s rev e Operational Review Report, in each case in
accordance with paragraph 23.6 of chedule 18.2, which shall outline the level of
support (or otherwise) for eac commendation contained in the feedback received from
HS2 Limited, together with reasons,for HS2 Limited’s support (or otherwise).

(c) provide a summary of the feedbac
Franchisee’s consultation with H Li

Following receipt by the Secreta tate of the Operational Review Report and the Rolling Stock
Operational Review Report hich shall meet the requirements set out in this paragraph
23) of this Schedule 18. retary of State may (in the Secretary of State’s discretion)

require the Franchisee p a Proposal or set of Proposals in relation to any HS2 Plan or
other matter add Q ised in the Operational Review Report and/or the Rolling Stock
Operational Revie Of in accordance with the terms of the Collaboration Agreement.

e Secretary of State of the Operational Review Report, the Rolling Stock
eport and any Proposals required by the Secretary of State under paragraph
ule 18.2, the Secretary of State shall give written notice to the Franchisee that
eview is complete (the "Operational Review Completion Date”).

Following

isee shall ensure that it has access to an appropriately qualified and experienced depot
list (in accordance with the Product Cost Assumption Statements) with specific engineering
technical expertise in railway infrastructure, whose responsibilities shall include leading the
assessment (for the purposes of the Operational Review) of the Depot and Stabling Strategy,
including reviewing arrangements for the Home Depot, servicing and stabling facilities.

The Franchisee’s Role as Critical Friend

The Franchisee shall, from the Shadow Operator Start Date, act as Critical Friend to HS2 Limited
and as Critical Friend shall review:

(a) each HS2 Plan when it is initially provided to the Franchisee by HS2 Limited; and
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24.2

24.3

25

26

26.1

(b) any further versions of each HS2 Plan as HS2 Limited develops such HS2 Plan further and
provides such further versions to the Franchisee,

in order to advise HS2 Limited how such HS2 Plan could be improved from the perspective of any
current or future Train Operator (including any Successor Operator) of the High Speed Services
such that the outcome of the HS2 Plan may be delivered more efficiently and/or effectively.

If the Franchisee as Critical Friend wishes to put forward any improvement to any HS2 Plan (or

any update or revision to such improvement), the Franchisee shall produce a Category 1 Proposal
relating to such HS2 Plan in accordance with the Collaboration Agreement.

Such Category 1 Proposals shall include, among other matters, in relation to any €ollaboration
Agreement Change proposed:

(@) a detailed itemisation of the estimated costs and benefits of plemeénting such
Collaboration Agreement Change;

(b) an assessment of the risks and benefits of implementing, %Iementing, such
Collaboration Agreement Change;

(c) an assessment of the required timescale for implementi
Change in order to derive the full benefit of such Col ra

(d) a detailed itemisation of the costs of not implementi uch Collaboration Agreement
Change in accordance with the timescale propo ordance with paragraph 24.3(c);

and

such Collaboration Agreement
n Agreement Change;

(e) an assessment of the risks of not impl
accordance with the timescale pro

uch Collaboration Agreement Change in
rdance with paragraph 24.3(c).
Input to Procurement Process for High Speed Rolling Stock

The Franchisee shall, within thirty (@0) s from the Shadow Operator Start Date, agree with
HS2 Limited the scope and nature e role to be played by the Franchisee in supporting HS2

Limited with the negotiation an acCtualisation of the tender(s) submitted by the lead bidder
for the manufacture, suppl tenance of the High Speed Rolling Stock. The Franchisee
shall thereafter cooperategVith,HS2 Limited in accordance with that agreed role.

or epresentative

The Role of the C
The Franchisee .@ 2dges that the High Speed Rolling Stock MSA and High Speed Rolling
ain the concept of an “Operator's Representative” (Operator’'s

Stock TS 0
Repres’e&e), hose role is to be undertaken and performed by the Franchisee and will
include:

(a klly representing and putting forward the interests of the future operators of the
h Speed Rolling Stock including by specifying the High Speed Rolling Stock Functional
Requirements, the Simulator Functional Requirements and otherwise advising in relation

to matters affecting the Passenger Proposition;

(b) if required to do so by the Secretary of State, supporting HS2 Limited in the testing and
commissioning of the HS2 Network and the High Speed Rolling Stock;

(©) planning for and implementing the mobilisation of the High Speed Services;

(d) attending relevant meetings (whether in the UK or abroad) between HS2 Limited and the
TMM in connection with the High Speed Rolling Stock MSA, the High Speed Rolling Stock
TSA or otherwise in connection with the delivery of the High Speed Rolling Stock and/or
the Home Depot, for the purposes of representing the views, requirements and interests
of future operators of the High Speed Rolling Stock;
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26.2

26.3

27

27.1

27.2

(e) providing relevant information, advice and assistance to HS2 Limited in connection with
the exercise of its rights and the performance of its obligations under the High Speed
Rolling Stock MSA, the High Speed Rolling Stock TSA and any other documents relating to
the High Speed Rolling Stock to which HS2 Limited is party; and

(f) providing such other assistance to HS2 Limited in connection with the foregoing as HS2
Limited considers necessary or desirable from time to time.

In the event that HS2 Limited purports to delegate to the Franchisee any rights and
responsibilities of HS2 Limited under the High Speed Rolling Stock MSA or High Speed Rolling
Stock TSA which are not contemplated in this Agreement as relating to a role or responsibility
that the Franchisee may be expected to perform, then the Franchisee shall:

(@) promptly inform the Secretary of State to this effect, providing re a tails in
relation to any costs and expenses that the Franchise would incur if ifiwere to accept the
delegation of the rights and responsibilities in question; and

(b) await the Secretary of State’s further direction before taking % connection with
such purportedly delegated rights and responsibilities.

Where HS2 Limited delegates any relevant rights and responsibilities under the High Speed Rolling
Stock MSA or High Speed Rolling Stock TSA to the Franchis uch delegation either: (i) is
contemplated in this Agreement as relating to a role or res ility that the Franchisee may be
of
G

expected to perform; or (ii) is ratified by the Secretar tate following a referral by the
Franchise under paragraph 26.2 above, then the Franchi§e exercise such rights and perform
such responsibilities until such time (if any) as the zeleviant delegation is revoked and report to
HS2 Limited as appropriate in respect of its S performance of the delegated rights

and/or responsibilities during the period of th n.

Design Review: High Speed Rolling St

In addition to, but without duplicati f, the” Functional Requirements to be provided by the
Franchisee under paragraph 50 of e 18.2 below, the Franchisee shall provide Functional

Requirements to HS2 Limited in re
(these being the “"High Speed

of the following aspects of the High Speed Rolling Stock
g Stock Functional Requirements”):

ab layout, colours, finishes, staff and customer information

(@) the interior saloo O ut,
systems and d @ ats and operational design aspects of the High Speed Rolling

(b) the Train M nent System to the extent that it interfaces with the driver or train crew,

ation to cab and door alarms, messages and prompts;
(c) & ger/train and train crew/train interfaces insofar as those interfaces affect either
he§Passenger Proposition or the safe and efficient operation of the High Speed Rolling
ock?
any aspects of the High Speed Rolling Stock design as are relevant to the Franchisee’s
obtaining of a Safety Certificate or any other relevant certificates, licences, or approvals

required in order to run the High Speed Services; and

(e) such other aspects of the High Speed Rolling Stock design as effect the Passenger
Proposition or which the Secretary of State may direct from time to time.

The High Speed Rolling Stock Functional Requirements shall be required to:

(a) meet passenger demands including on-board information, entertainment and the overall
on-board service offer consistent with the Franchisee’s Passenger Proposition;
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27.3

27.4

27.5

28

28.1

28.2

28.3

28.4

29

(b) reflect operational requirements (including functionality as it relates to staff and train crew
processes, matters relevant to safety or other regulatory approvals required by the
Franchisee, and any other relevant operational procedures); and

(c) meet the Sponsor Requirements.

The Franchisee shall, no later than 31 March 2020, provide HS2 Limited with its initial, high-level
proposals in respect of the scope and content of the High Speed Rolling Stock Functional
Requirements.

The Franchisee shall, no later than three (3) months from the date on which such initial proposals
are submitted to HS2 Limited, agree with HS2 Limited a more detailed plan (the §High Speed
Rolling Stock Functional Requirements Plan”) for the provision by the Franchis he final
High Speed Rolling Stock Functional Requirements, as required in connecti it of the
“Concept”, “Preliminary” and "“Detailed” design stages of the “Design D€velgpment Phase”
described in Schedule 9 of the High Speed Rolling Stock MSA. The Hig lling Stock
Functional Requirements Plan shall confirm both: (i) the scope of the ma pect of which
High Speed Rolling Stock Functional Requirements are to be provid anchisee, at each
of those stages in the “Design Development Phase”; and (ii) the timin n which the same
are to be provided to HS2 Limited.

The Franchisee shall thereafter provide HS2 Limited with th I nt High Speed Rolling Stock
Functional Requirements by the dates set out in the Hi peed Rolling Stock Functional
Requirements Plan.

Design Review: Simulator K

The Franchisee shall provide Functional Requi HS2 Limited in respect of the following
aspects of the Simulator (these being the&Si unctional Requirements”):

(a) such features of the specification of mulator as impact the effectiveness and user-
friendliness of the driver trainimg, experience, with a view to ensuring that the Simulator
design is optimised from thefperSpective of the driver training experience, and to best
enable the Franchisee’s tralpers, to use the Simulator to train its drivers to operate the
High Speed Rolling Sto accordance with all Laws and industry standards, the
applicable rolling stoc uals, MSA Relevant Approvals and the Safety Certificate; and

to time, in any specific operating scenarios which must be capable of being

(b) such other aspe imulator design as the Secretary of State may direct from time
ing, a
simulated ulator.

The Franch ’ later than 31 March 2020, provide HS2 Limited with its initial, high-level
proposalsx ecPof the scope and content of the Simulator Functional Requirements.

isee®shall, no later than three (3) months from the date on which such initial proposals
itted to HS2 Limited, agree with HS2 Limited a more detailed plan (the “Simulator
I Requirements Plan”) for the provision by the Franchisee of the final Simulator
nal Requirements, as required in connection with each of the “Concept”, “Preliminary” and
“Detalled” design stages of the “"Design Development Phase” described in Schedule 9 of the High
Speed Rolling Stock MSA. The Simulator Functional Requirements Plan shall confirm both: (i) the
scope of the matters in respect of which Simulator Functional Requirements are to be provided
by the Franchisee, at each of those stages in the “Design Development Phase”; and (ii) the timings
within which the same are to be provided to HS2 Limited.

The Franchisee shall thereafter provide HS2 Limited with the relevant Simulator Functional
Requirements by the dates set out in the Simulator Functional Requirements Plan.

Design Review: Home Depot
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29.1

29.2

29.3

29.4

30

30.1

31

31.1

The Franchisee shall provide Functional Requirements to HS2 Limited in respect of the following
aspects of the Home Depot (these being the "Home Depot Functional Requirements”):

(a) such features of the specification of the Home Depot that will be relevant to the
performance of the “Operator Own Services” under (and as defined in) the High Speed
Rolling Stock TSA;

(b) reasonable general amenities for the Franchisee’s personnel who will be based at the Home
Depot, such as lockers and office space; and

(c) such other aspects of the Home Depot design as the Secretary of State may direct from
time to time,

and shall cooperate generally with HS2 Limited in relation to the developme
the Home Depot.

ign for

The Franchisee shall, no later than 31 March 2020, provide HS2 Limited
proposals in respect of the scope and content of the Home Depot F

al, high-level
Juirements.

The Franchisee shall, no later than three (3) months from the date on w uch initial proposals

are submitted to HS2 Limited, agree with HS2 Limited a more detailed plan (the "Home Depot

Functional Requirements Plan”) for the provision by the nchisee of the final Home Depot

Functional Requirements, as required in connection with amcul development stages within
n

the design phase of the Home Depot. The Home Depot Fungtio equirements Plan shall confirm
both: (i) the scope of the matters in respect of which ot Functional Requirements are
to be provided by the Franchisee; and (ii) the timin in which the same are to be provided
to HS2 Limited.

The Franchisee shall thereafter provide L with the relevant Home Depot Functional
Requirements by the dates set out in the pot Functional Requirements Plan.

Supporting Oversight of Manufactusing Process and Off-Network Testing

The Franchisee shall cooperate wit Limited in assuring the quality of the High Speed Rolling
Stock and representing the inte f the future operator of the High Speed Rolling Stock during
the build phase. As a minimu e Franchisee’s HS2 Input in this regard should include:

Acceptance i same relates to: (i) any High Speed Rolling Stock Functional
Requireme néh(ii) the benchmark for production aesthetic quality of the High Speed
Rolling Sto

(@) supporting de\f{ of the “glass case” standard for High Speed Rolling Stock
ar

ith HS2 Limited, any periodic inspections and audits of the TMM'’s
ring facilities and processes (in the UK and abroad), and of the TMM's supply

C) essing, with HS2 Limited (in the UK and abroad), any relevant type tests and
functional and performance tests in respect of relevant systems and sub-systems on the
High Speed Rolling Stock, and participating in any inspections (whether in the UK or
abroad) of first-of-a-kind components and systems; and

(d) witnessing, with HS2 Limited (in the UK and abroad), any commissioning and testing
activities undertaken at off-network test facilities for the High Speed Rolling Stock.

Support in Testing and Commissioning of High Speed Rolling Stock
The Franchisee shall advise HS2 Limited as to the latest date by which it will need to have received

the plan of resourcing requirements from HS2 Limited confirming the Franchisee’s role in testing
and commissioning of the High Speed Rolling Stock (the “High Speed Rolling Stock Testing
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31.2

31.3

31.4

32

32.1

and Commissioning Resource Plan”) in order for the Franchisee to inform its staffing and
resource planning activities.

The Franchisee shall, no later than two (2) months following receipt by the Franchisee of the High
Speed Rolling Stock Testing and Commissioning Resource Plan from HS2 Limited, submit to the
Secretary of State a Final Output Report (the “Franchisee Rolling Stock Testing and
Commissioning Resource Report”), setting out:

(@) how the Franchisee will meet any proposed requirements for involvement or activities on
the part of the Franchisee under the High Speed Rolling Stock Testing and Commissioning
Resource Plan (including as to the securing of relevant train paths for on-track testing
and/or the provision of drivers or other resources);

(b) a costed resource plan for the Franchisee’s delivery of resources set o h Speed
Rolling Stock Testing and Commissioning Resource Plan which shall include allocation of
resources and services as reasonably requested by HS2 Limited bl ery of the

testing and commissioning programme; and

(c) a commentary on the impact on the Integrated Services bilisation Plan of the steps
required under sub-paragraph (a).

The Secretary of State shall, within four (4) weeks of rec ofythe Franchisee Rolling Stock
Testing and Commissioning Resource Report, either: Q

(a) direct the Franchisee to carry out all or some gf t ivities at the cost set out in the
Franchisee Rolling Stock Testing and Commissioning Resource Report, in which case the

Franchisee shall comply with any such directi

(b) notify the Franchisee that the Fra
in the Franchisee Rolling Stock Tes
the Secretary of State shall also infor
carry out such activities.

The Franchisee shall include in the hisee Rolling Stock Testing and Commissioning Resource
Report proposals of how it shall?

(@) if it considers it ap , conduct train crew training on overseas networks (including
D& él O

ot required to carry out any activities set out
Commissioning Resource Report, in which case
Limited that the Franchisee is not required to

of very high speeds trains and the ETCS);

in relation to th
(b) if requeste K Department, either directly or through its Affiliates, facilitate and
support th high speed testing of the High Speed Rolling Stock on the Italian high

spev :
t of Training Programme

chisee shall provide Functional Requirements to HS2 Limited in respect of its
ts for the Training Programme, Training Services and Training Materials to be provided
TMM pursuant to the High Speed Rolling Stock MSA, to ensure that they:

(a) deliver all relevant content, and are provided and delivered in the most appropriate format
(and on a “train the trainer” basis) to enable the Franchisee’s trainers to train its drivers,
train crew, cleaning and servicing staff and any other relevant employees to, as
appropriate, operate, clean and service the High Speed Rolling Stock and the Simulator
(and any related items), in each case in accordance with all Laws and industry standards,
the MSA Relevant Approvals, the relevant train and simulator manuals and the Safety
Certificate; and

(b) are delivered in sufficient time to enable any on-track testing of the High Speed Rolling
Stock and the commencement of the High Speed Services according to programme.
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32.2

33

33.1

34

34.1

34.2

34.3

35

35.1

36

36.1

36.2

The Franchisee’s initial proposals for the Functional Requirements in respect of the Training
Programme, Training Services and Training Materials shall be provided to HS2 Limited by no later
than 1 June 2021.

Advice in Relation to Exercise of Priced Options under High Speed Rolling Stock MSA
The Franchisee shall, by no later than the earlier of:
(a) the date falling thirty (30) days after the date of issue by the Secretary of State of the

Integrated Services TSR and the Established Integrated Services TSR under paragraph
42.6 of this Schedule 18.2; and

(b) the date falling six (6) months prior to the date on which the option in ques ould (if
not exercised) expire, in accordance with Schedule 14 of the High S Stock
MSA,

to the merits
the High Speed
and the finalisation

produce and deliver to the Secretary of State a Required Output Report
or otherwise of the exercise by HS2 Limited of any of the priced o
Rolling Stock MSA for the ordering of additional High Speed Rolling Stockfunit

of the quantity of rolling stock required.

iew Report on the Depot and Stabling
ith the Conventional Rolling Stock and

Review of and Input to Depot and Stabling Strateg

The Franchisee shall, in preparing the Operationa
Strategy have due regard for the need for ali
Depot Strategy.

details of the Franchisee’s recommendations in
0 be used in connection with the cleaning and/or
the same are away from the Home Depot.

The Franchisee shall provide HS2 Limited
respect of the Ancillary Maintenance Faciliti
servicing of the High Speed Rolling S , whil

The Franchisee shall, at the reque the Secretary of State, apply for, and use all reasonable
endeavours to obtain, access t Ancillary Maintenance Facilities or other relevant locations
that are proposed to be used ction with the cleaning and/or servicing of the High Speed
Rolling Stock, while the s re'away from the Home Depot.

Advice in Relati E ise of Depot Relocation Option under High Speed Rolling
Stock TSA

The Franc f so requested by the Secretary of State, produce and deliver to the
Secretary te '@ Required Output Report in relation to the merits or otherwise of exercising
XO ion Option.

i d Cleaning Plan

anchisee shall, by no later than six (6) months following the date of issue by the Secretary
e of the Integrated Services TSR and the Established Integrated Services TSR under
paragraph 42.6 of this Schedule 18.2, produce and deliver to the Secretary of State the

Franchisee’s proposed plan for the servicing and cleaning of the High Speed Rolling Stock (the
“Servicing and Cleaning Plan”).

The Servicing and Cleaning Plan will include detailed consideration (including costed proposals)
of the options for, and confirmation of the Franchisee’s recommended option in relation to:

(a) the locations at which the High Speed Rolling Stock is to be serviced and cleaned, including
turnaround cleaning; and
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37

37.1

37.2

38

38.1

38.2

39

39.1

39.2

(b) any additional facilities that will be required at any Ancillary Maintenance Facility in order
to implement the Servicing and Cleaning Plan.

Proposal of Conventional Rolling Stock and Depot Strategy

The Franchisee shall, by no later than six (6) months following the date of issue by the Secretary
of State of the Integrated Services TSR and the Established Integrated Services TSR under
paragraph 42.6 of this Schedule 18.2, produce and deliver to the Secretary of State its
recommended strategy in relation to the potential use and deployment of the Conventional Rolling
Stock following the High Speed Start Date (the “Conventional Rolling Stock and Depot
Strategy”).

The Conventional Rolling Stock Strategy shall consider and include:

Il meet the
Stock, and
such options
, as against any

(@) options for the use and deployment of the Conventional Rolling Stock th
TSS and the Franchisee’s proposed timetable, alongside the High Speed R
which shall include (if relevant) an assessment of any adverse i %

may have on the continuing ability to satisfy the Train Plan
countervailing benefits intended to be delivered;

(b) options for depots and stabling facilities for the Conventignal Rollifg Stock and analysis of
how these options interface with the Depot and S n trategy for the High Speed
Rolling Stock;

(c) the impact of the options presented on the Frargg&osts and revenues;

(d) the impact of the options presented on the pa

r experience; and
(e) any wider economic and/or social efi e options presented.

Private Finance Option

In the event that the Private Finan ion is proposed to be exercised, the Franchisee shall,
when requested by the Secretar te, provide a costed resource plan for the undertaking by
the Franchisee of the following iVities:

(@) the provision of SWT\ rt as HS2 Limited may reasonably require in relation to the

entation of a financing competition;

preparation for
(b) entering infe quired Private Finance Option Agreements that are notified to the
Franchisee

(c) taki ch@ther steps as the Secretary of State may require the Franchisee to implement,
e f the exercise of the Private Finance Option.

retary of State approves the costed resource plan submitted by the Franchisee pursuant
ph 38.1 above, the Franchisee shall undertake the activities set out in that plan.

TSS Options Report

The Franchisee shall, no later than the first (1st) anniversary of the Shadow Operator Start Date,
submit to the Secretary of State an Initial Output Report in relation to optimising the Baseline
TSS in relation to the Integrated Services (the “"TSS Options Report”) in accordance with
paragraphs 1, 3 and 39.2 of this Schedule 18.2.

The Franchisee shall:

(a) in the TSS Options Report:
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()

provide a range of recommendations for optimising the Baseline TSS in relation to
the Integrated Services in accordance with paragraph 39.3 (each a “TSS Option”)
of this Schedule 18.2, including a draft TSS for the Integrated Services for each
recommendation, together with:

(A) an explanation of the advantages and disadvantages of each TSS Option;
(B) an explanation of how each TSS Option has regard to the considerations set

out in paragraph 39.3, including the balancing of those considerations
involved in that TSS Option;

have been consulted on and agreed in accordance wi ragraph

(O any Industry Remapping Proposals associated with each TSS ion, which
39.2(b)(viii) of this Schedule 18.2; and

(D) an explanation of how each TSS Option reflects a kes unt of the
Strategic Market Report,

based on the matters referred to in sub-paragraph (ii);

(ii)

set out in reasonable detail: %

(A) an informed estimate of Integrated es Forecast Passenger Demand
based on available evidence (makifig psoper use of recognised railway
industry systems and forecastin available at that time), with the
estimate being in such forma o such level of disaggregation as the

require;

(B) an analysis of an
reasonable skill and

nd trends which the Franchisee using
erive from the Strategic Market Report;

(O the impact on p nger and freight services across the GB Railway;

(D) where any Indu emapping Proposals are included in the TSS Options
Report, su essment in support of those Industry Remapping Proposals
as the hisee can reasonably carry out based on the information
avai :

(E) asstmptions made by the Franchisee in relation to the matters
ibed in sub-paragraphs (i) to (iii); and

y supporting evidence in relation to the matters described in sub-
x paragraphs (i) to (iii);

monstrate how each of the TSS Options will enable the Integrated Services to
meet the Integrated Services Forecast Passenger Demand; and

identify the Franchisee’s preferred TSS Option from the range of TSS Options
submitted (the “Franchisee Preferred TSS Option”) and set out in reasonable
detail why it considers such recommendation to be optimal, including by reference
to the explanations provided pursuant to paragraphs 39.2(a)(i)(A) and
39.2(a)(i)(B) of this Schedule 18.2;

(b) in developing the TSS Options Report:
(i) develop a comparator train plan from the Baseline TSS, taking into account the
findings of the Strategic Operational Baseline Report;
(i) use the comparator train plan referred to in sub-paragraph 39.2(b)(i) to assess and
demonstrate the advantages and disadvantages of each TSS Option;
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(iii) use appropriate rail service simulation, modelling and analysis software to support
and refine Timetable development and optimisation on both the HS2 Network and
the Conventional Rail Network;

(iv) develop the Baseline TSS into a benchmark, against which the Franchisee shall
measure the value of variations and additions to the Integrated Services;

(v) for each TSS Option, develop a TSS, in a common format, using an integrated
timetable planning software package to build schedules and rolling stock resource
plans;

(vi) produce illustrative Timetables for Weekdays:

(A) based on repeating standard hours or two-hours, and w, ke into
account Peak Passenger Services and occasional serviceloverlays;
(B) which shall identify, for each TSS Option, the agg mileage for

each train and rolling stock vehicle for each cla
the Franchisee shall use to:

1) calculate the expenditure required fi
maintenance of rolling stock;

the operation and

2) help formulate its Required tp port in relation to the merits
or otherwise of the exerci 2 Limited of the priced options
under the High Speed RallingyStock MSA for the ordering of additional
High Speed Rolling St its and the finalisation of the quantity of
rolling stock requ ;

(vi) [REDACTED®] and

(viii) consult with a working
Department, appro
companies to ident
Proposals to be a

up comprised of representatives from Network Rail, the
gional transport authorities and train operating
evelop, appraise and agree any Industry Remapping
ted with each TSS Option in the TSS Options Report.

Each TSS Option will seekgtojeptimise the Baseline TSS in relation to the Integrated Services by

having regard to the followi @ onsiderations:
(@) the impact &nger and freight services across the GB Railway;
(b) the % onsor Requirements:
ﬁ\\ Theme 4 (Journey time);
i SR Theme 6 (Reliability);

(iii) SR Theme 10 (Integration with the Existing Network); and

(iv) SR Theme 13 (Integration with other transport modes);
(©) the following:

(i) use of released capacity to deliver enhanced regional and commuter services;

514 January 2020 (Date of Redactions Approval) — Where text has been omitted from the document — this is because the
Secretary of State has decided to exclude the text in accordance with the provisions within the Freedom of Information Act
2000.
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39.4

39.5

40

40.1

40.2

(i) maintain broadly comparable or improved services to and from all towns and cities
connected to London;

(iii) reduce passenger crowding for journeys on the Conventional Rail Network;

(iv) provide additional capacity and/or services to address known instances of crowding
or to cater for special events or seasonal demand, including the provision of
services on Boxing Day;

(v) improve connectivity with interfacing services; and

(vi) maintain or improve performance on the Conventional Rail Network.

The Franchisee shall, in respect of any TSS Options contained or to be co e TSS

Options Report:

(@) consult with each of HS2 Limited, Network Rail, each freight sé
franchisee of a Rail Franchise that the Secretary of State notifj
together with such other persons as the Franchisee considersinecessary or desirable or as
otherwise required by the Secretary of State, to prepare the TS ions Report; and

(b) use all reasonable endeavours to obtain Network RaiI@support for the TSS Options

Report,
prior to the submission of the TSS Options Report to t@ry of State.

ollowing approval by the Secretary of
n writing of the TSS Options (as varied,
tate in the Secretary of State’s discretion)
tate requires be subject to a consultation in
ns Response Report”).

State of the TSS Options Report, notify the F
modified, amended or substituted by the
and any other matters that the Secreta
accordance with paragraph 41 (the "TSS Op

O

The Franchisee shall, no % one (1) month following the Franchisee’s receipt of the TSS

TSS Consultation Plan
Options Response Repaut, to the Secretary of State a Required Output Report in relation
to the TSS ConsultationiPla accordance with paragraphs 1 to 3 and 40.2 of this Schedule 18.2.
The TSS Consulta shall:

(@) se detail a plan for undertaking a TSS public consultation, which shall include details
f, ess, methodology, structure and format of the consultation, including:

the division of responsibilities between the Franchisee and the Secretary of State
in respect of the consultation process;

(i) the planned timing of the consultation process, including the dates of relevant
milestones throughout the process;

(iii)  the communication channels that the Franchisee intends to use in respect of the
consultation and the manner in which it expects to use them to encourage
responses from a broad range of affected Stakeholders; and

(iv)  any other requirement notified by the Secretary of State; and

(b) include a draft TSS Consultation Document in such form as the Secretary of State may
reasonably require, based on the TSS Options Response Report.
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41 TSS Public Consultation

41.1 Following the Secretary of State’s approval of the TSS Consultation Plan the Franchisee shall (on
behalf of the Secretary of State) carry out the consultation in relation to the TSS Consultation
Document in a manner that is in all material respects in accordance with the TSS Consultation
Plan and to the Secretary of State’s reasonable satisfaction.

41.2 Following close of the consultation, the Franchisee shall:

(@) in accordance with the TSS Consultation Plan, submit a draft consultation response report
to the Secretary of State, in such form as the Secretary of State may reasonably require,
containing:

(i) a summary of the main issues raised by respondents (inclgding titative
analysis of the responses received), the reasoned response the Franchisee to
them and the steps it intends to take and other steps that s b n (by third
parties or otherwise) in order to take due account of the re tRé€ consultation;
and

(i) such other matters specified in the TSS Consultation Plan
(a “"TSS Consultation Response Report”);
(b) discuss with the Secretary of State the TSS Consulgatio sponse Report;
(c) prepare a report on optimising the Baseline aving regard to the TSS Consultation

Response Report and the matters caontaifie hat report, including the responses
received by respondents under the con and

(d) provide a final draft train service s

41.3 The Secretary of State shall prepare a ublish a report of the consultation undertaken pursuant
to paragraph 41.1 of this Schedule #8.2 Based on the TSS Consultation Response Report.

42 Development of a TSR $

42.1 Following the rec th port described in paragraph 41.2(c) and the final draft TSS in
accordance with p aph 41.2(d) of this Schedule 18.2, the Secretary of State shall prepare an

Integrated Servic and an Established Integrated Services TSR to be issued to the
Franchisee.

42.2 The Sg& M tate may, in relation to the preparation of the Integrated Services TSR and the
& grated Services TSR:

sult with the Franchisee and such other persons as the Secretary of States considers
appropriate; and

(b) require the Franchisee to provide such further information explanation or evidence for any
matter contained in that report as the Secretary of State reasonably requires.

42.3 The Secretary of State shall issue the draft Integrated Services TSR and draft Established
Integrated Services TSR to the Franchisee by no later than 19 January 2023.

42.4 Upon receipt of the draft Integrated Services TSR and draft Established Integrated Services TSR
the Franchisee shall review each of the draft Integrated Services TSR and draft Established
Integrated Services TSR and shall notify the Secretary of State if the Franchisee (acting
reasonably) considers that either of the draft Integrated Services TSR or draft Established
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42.5

42.6

43

43.1

43.2

43.3

43.4

Integrated Services TSR cannot be delivered in a way that meets the Integrated Services Forecast
Passenger Demand due to:

(a) rolling stock availability, capability and/or capacity;

(b) capacity constraints and planning rules on the HS2 Network and/or Conventional Rail
Network;

(c) capacity constraints at Depots and/or stations; and

(d) the interaction with any train service requirements being operated or to be operated by
other train operating companies.

The notice to be given by the Franchisee under paragraph 42.4 shall be give

agrat rvices TSR

By ( days of the
3 tablished Services
stablished Integrated Services
uch period as the Franchisee

annot reach agreement, within
ly determine).

(@) where the draft Integrated Services TSR and the draft Established
are not materially different to any one of the TSS Options, withi
Franchisee receiving the draft Integrated Services TSR and t
TSR from the Secretary of State; or

(b) where either the draft Integrated Services TSR or the draf
TSR is materially different to each of the TSS Options,

and the Secretary of State may agree (or, if the Paski
such period of time as the Secretary of State ma as

Within thirty (30) days of receiving the Franchisee’sgao under paragraph 42.4, the Secretary
of State shall issue the Integrated Services T a ished Integrated Services TSR to the

Franchisee with such amendments as the Cre of State reasonably determines are
necessary.

Development of HS2 Testing and Commissioning Plan

The Franchisee shall advise HS2 Limiged o the latest date by which it will need to have received

the plan of resourcing requireme m HS2 Limited confirming the Franchisee’s role in the
testing and commissioning of th etwork (the "HS2 Testing and Commissioning Plan”)
in order for the Franchisee to s staffing and resource planning activities.

The Franchisee shall,
Commissioning Pla
Critical Friend. Sug

ree (3) months of receipt of the draft HS2 Testing and
e draft HS2 Testing and Commissioning Plan in its capacity as
shall include, where required, working collaboratively with Network
any relevant HS2 Plans and making recommendations for amendments
and/or additi he Franchisee considers would improve the robustness and/or efficiency
ing and Commissioning Plan.

hall, by no later than three (3) months following receipt by the Franchisee of the
nd Commissioning Plan, submit to the Secretary of State a Required Output Report
t how the Franchisee shall meet the HS2 Network Testing and Commissioning
ements (the “Franchisee Testing and Commissioning Report”) in accordance with
paragraphs 1 to 3 and 43.4 of this Schedule 18.2.

The Franchisee Testing and Commissioning Report shall:

(a) detail how the Franchisee shall meet the HS2 Network Testing and Commissioning
Requirements;

(b) include a costed resource plan for the Franchisee’s delivery of resources set out the HS2
Testing and Commissioning Plan which shall include allocation of resources and services
as reasonably requested by HS2 Limited to enable delivery of the testing and
commissioning programme; and

West Coast Partnership Page 78 of 163 Schedule 18.2
Franchise Agreement




VERSION 1.0X [VOL 4] FOIA 2000 PUBLIC REGISTER COPY

43.5

44

44.1

44.2

44.3

44.4

45

45.1

45.2

(c) include commentary on the impact on the Integrated Services Mobilisation Plan of the
steps required under sub-paragraph (a).

The Secretary of State shall, within one (1) month of approving the Franchisee Testing and
Commissioning Report in accordance with paragraph 2.4 of this Schedule 18.2:

(@) notify the Franchisee that the Franchisee shall carry out all or some of the activities at the
cost set out in the Franchisee Testing and Commissioning Report; or

(b) notify the Franchisee that the Franchisee is not required to carry out any activities set out
in the Franchisee Testing and Commissioning Report.

Development of the Integrated Services Security Plan

The Franchisee shall, no later than 1 June 2024, submit to the Secretary Stiate”a Required
Output Report relating to a plan for operational and security standards for nteg@rafed Services
(“Integrated Services Security Plan”) in accordance with paragraph d 44.2 of this
Schedule 18.2.

The Integrated Services Security Plan shall:

(a) include detail of any Security Requirements in relatio tRe Integrated Services;

(b) describe in detail the processes for compliance withi{eac curity Requirement; and

(c) include proposals for mitigating the impact of the'Security Requirements on the Franchisee

and on HS2 Limited (including, where gele hFfough any design changes to Stations
and Depots).

Upon acceptance of the Integrated Service
shall collaborate with HS2 Limited in accorda
HS2 Limited to deliver a draft securitygplan (*

ity Plan by the Secretary of State, the Franchise
ith paragraph 4 of this Schedule 18.2 to enable
2 Security Plan”) to the Secretary of State.

The Franchisee shall, no later than'si (60) days from the date the Franchisee receives the draft
HS2 Security Plan, deliver a re e Secretary of State addressing the matters set out in
paragraph 5 of this Schedule and setting out:

shall includé&a e¥or Money Assessment; and

(@) a detailed finar& akdown of the cost of implementing the HS2 Security Plan which
u

(b) any disagre
(c) Esﬁs d evidence for any such disagreement; and/or
& ional comment it has with regard to the content of the HS2 Security Plan.

rangements and Traffic Management Process

S with the contents of the HS2 Security Plan; and

The Franchisee shall work with Network Rail and HS2 Limited to develop a review of Digital
Railway plans for the Conventional Rail Network in respect of the Integrated Services.

The Franchisee shall collaborate with HS2 Limited in accordance with paragraph 4 of this Schedule
18.2 to enable HS2 to deliver an operational control system for the purposes of managing the
HS2 Network, including the NICC. This shall include planning for provision of the necessary staff
in its Integrated Services Staffing Plan by:

(a) advising HS2 Limited as to the latest date by which it will need to have received the roles
it is required to fill to inform the Integrated Services Staffing Plan;

West Coast Partnership Page 79 of 163 Schedule 18.2
Franchise Agreement




VERSION 1.0X [VOL 4] FOIA 2000 PUBLIC REGISTER COPY

45.3

45.4

45.5

46

46.1

46.2

(b) collaborating with HS2 Limited to develop the draft NICC Roles and Responsibilities
Strategy and the draft NICC Competence Management Strategy.

On receipt of the final version of each of:

(a) the NICC Roles and Responsibilities Strategy; and

(b) the NICC Competence Management Strategy,

from HS2 Limited, the Franchisee shall produce (for each) a Required Output Report setting out

how it will deliver its agreed role, including a costed resource plan, in accordance with paragraph
5 of this Schedule 18.2.

The Franchise shall collaborate with HS2 Limited (and any suppliers nominate w y HS2
Limited) in accordance with paragraph 4 of this Schedule 18.2 to enable devel@pment of the traffic
management system for the HS2 Network, which shall include sys lev nfiguration

regarding conflict resolution modes and objectives.

The Franchisee collaborate with HS2 Limited in accordance with paragraph 4 his Schedule 18.2
to ensure that any of the Franchisee’s systems that interface with the traffi anagement system
for the HS2 Network have the requisite functionality to support.the traffic management system
for the HS2 Network, including:

(a) developing a specification for necessary updatesfto the®crew and stock management
systems to ensure the Franchisee’s systems have apability to receive and process
fixed, static and dynamic data in order to identifydand resolve resource allocation conflicts
and communicate this back to the traffic m nt system for the HS2 Network; and

(b) ensuring that:

(i) the Functional Requirements t dre developed in accordance with paragraph 50

of this Schedule 18.2 f
(A) ticketing, yie Qement and reservations systems;

(B) custom
infor;

ation systems that provide accurate, timely, real time
ion that pushes information and travel choices to customers; and

(©) o& ems notified to the Franchisee by the Secretary of State in writing;

(i) requirements that are developed for end-to-end journey information and
sistance requirements in such manner as may be notified to the Franchisee by
* the Secretary of State in writing,

e eloped in a way that ensures an interface with the traffic management system for
HS2 Network that optimises the customer experience implications of conflict resolution
and train running interventions.

High Speed Operational Performance Regime and High Speed Operational Performance
Criteria

The Franchisee shall work with Network Rail and collaborate with HS2 Limited in accordance with
paragraph 4 of this Schedule 18.2 to enable HS2 Limited to deliver a draft plan which sets out
the High Speed Operational Performance Regime in order to inform the development of the HS2
Track Access Agreement ("High Speed Operational Performance Regime Proposal”).

As part of its collaboration with HS2 Limited, and in addition to its obligations under paragraph 4
of this Schedule 18.2, the Franchisee shall provide:
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46.3

46.4

46.5

47

47.1

(a) advice on how the NR Performance Regime and the High Speed Operational Performance
Regime should interface in an efficient and seamless manner;

(b) advice regarding the High Speed Operational Performance Regime and the High Speed
Operational Performance Criteria applicable to the Integrated Services;

(c) advice on the possibility of, and an analysis of the benefits and opportunities in, introducing
the High Speed Operational Performance Regime on the Conventional Rail Network; and

(d) any other assistance and advice as directed by the Secretary of State.
Where the Franchisee disagrees with, or has any comment on, any of the contents, of the High
Speed Operational Performance Regime Proposal, the Franchisee shall deliver a to the

Secretary of State by no later than thirty (30) Weekdays from the date the E h ceives
the High Speed Operational Performance Regime Proposal, setting out:

(a) any disagreement with the contents of the High Speed Operatioo ance Regime
Proposal; %

(b) its reasons and evidence for any such disagreement; and/or

(c) any additional comment it has with regard to the co@the High Speed Operational

Performance Regime Proposal,
taking into account the comments provided by the a@e under paragraph 4, and any
evaluations undertaken by the Franchisee in accorda ith paragraph 5, of this Schedule 18.2.
@ s High Speed Operational Performance
(Ne Secretary of State a detailed financial
eed Operational Performance Regime Proposal

Within thirty (30) Weekdays of receipt of H
Regime Proposal, the Franchisee shall vid
breakdown of the cost of implementing th
which shall include a Value for Money Asses

Within six (6) months of the Secretﬁtate notifying the Franchisee that it has approved the

High Speed Operational Perform Regime Proposal, the Franchisee shall submit to the
Secretary of State a plan (the h 'Speed Operational Performance Criteria Plan”) in
accordance with paragraphs of'this Schedule 18.2, setting out:

which refleét atwre and operational characteristics of the HS2 Network and High

(a) realistic and m 9 operational performance criteria for the High Speed Services
n
Speed Rolli &; and

(b) if di e Secretary of State, realistic and measurable operational performance
critesiagfor the Conventional Services which align with the criteria for the High Speed
% s set out in paragraph 46.5(a) of this Schedule 18.2 and which reflect the

k ture and operational characteristics of the Conventional Network and
nventional Rolling Stock.

opment of the Integrated Services Sustainable Development Strategy

The Franchisee shall cooperate with HS2 Limited in accordance with paragraphs 4 and 5 of this
Schedule 18.2 to enable HS2 Limited to deliver its sustainability obligations as set out in the HS2
Phase One Environmental Minimum Requirements including the HS2 Phase One Undertakings and
Assurances Register, in so far as the same relate to the High Speed Services. The collaboration
required under this paragraph shall include, in addition to the Franchisee’s obligations under
paragraphs 4 and 5 of this Schedule 18.2:

(a) the identification of any obligations that relate to the operation of the High Speed Services;
and
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47.2

47.3

47.4

47.5

47.6

48

(b) the development of processes to measure and/or test compliance with the HS2 Phase One
Environmental Minimum Requirements.

The Franchisee shall, no later than 1 June 2024, submit to the Secretary of State an Initial Output
Report relating to the sustainability of the Integrated Services (“Integrated Services
Sustainability Review”) in accordance with paragraphs 1 to 3 of this Schedule 18.2.

The Integrated Services Sustainability Review shall:

(@) include a review of its Sustainable Development Strategy developed in accordance with
paragraph 10 of Schedule 13.1A (Rail Industry Initiatives and Co-operation) identifying
the impact of the High Speed Services and Conventional Services upon its Sustainability
Development Strategy and setting out options and recommendations for how eration
of the High Speed Services should be managed to meet:

(i) the requirements of paragraph 10.1(a) of Schedule (Majstenance of
Franchise);

(i) any standards and/or guidance notified by the Secret ofiStateto the Franchisee;

(iii) the environmental requirements set out in the HS2 Phase One Environmental
Minimum Requirements and the HS2 Phase e dertakings and Assurances

Registers; and
(iv)  any of HS2 Limited’s additional sustainabi ygnvironmental policies, as notified
from time to time by the Secretary of State to the Franchisee.

(b) be substantially agreed, as far as r
submission to the Secretary of St

practicable, with HS2 Limited prior to

Within thirty (30) days of approval or dete
Review by the Secretary of State, th anchisee shall submit to the Secretary of State a Final
Output Report relating to environmentalfgonitoring (*Environmental Information Plan”) and

a draft sustainability strategy for tg egrated Services ("Integrated Services Sustainability

ination of the Integrated Services Sustainability

Strategy”) which shall apply ffect from the High Speed Start Date in accordance with

paragraphs 1 to 3 of this Sch 2.

The Environmental Inf lan shall include:

(@) a propose to be set out in paragraph 1 of Appendix 1 of Schedule 11.2B
(Managem rmation), including any new reporting requirements for HS2 Limited;

(b) r targets to be set out in paragraph 2 of Appendix 1 of Schedule 11.2B
ement Information); and

(c y proposed updates to paragraph 16.2(a) of Schedule 11.2B (Management
rmation).

The Integrated Services Sustainability Strategy shall:

(@) set out how the operation of the Integrated Services shall be managed to meet the
requirements of paragraph 10.1(a) of Schedule 13.1 (Maintenance of Franchise); and

(b) reflect the review carried out in accordance with paragraph 47.3(a).

Customer Experience, Fares and Marketing

Development of the Strategic Market Report
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48.1

48.2

The Franchisee shall, no later than the date falling six (6) months following the Shadow Operator
Start Date, submit to the Secretary of State a Required Output Report which analyses the markets
for Integrated Services and the travel corridors impacted by the HS2 Project and provides
recommendations as to how to develop these passenger markets (the “Strategic Market
Report”) in accordance with paragraphs 1 to 3 and 48.2 of this Schedule 18.2.

The Franchisee shall:
(a) [REDACTED®] and
(b) in the Strategic Market Report:
(i) identify the markets which are relevant to the Integrated Services, i ing long
term quantitative and qualitative market analysis (in respect C ket for
Integrated Services and each travel corridor impacted by the HS2 Project) of:

(A) market drivers and forecast trends;

(B) market characteristics (including journey pukpose, customer types and
needs and expectations);

(O competition to passenger rail servi include both threats and
opportunities);

(D) major factors likely to affect forevﬁgnd (including potential customer
n

on-Fares pricing);

proposition elements and Fare
(i) set out strategic proposals for r@gmentation and customer proposition,

including:
(A) analysis supporting the\proposed market segmentation;

(B) proposals for wiRg each of the markets for the Integrated Services over
i and for five (5) years following the end of the Franchise

rowing demand and Fares and non-Fares revenue;

(©) mar ice¥levels and expectations for price levels and their relationship
Wi ss profitability;
C

(D) mendations for the development of a marketing strategy which will
de product, service and brand proposals;

* underpinning assumptions and sensitivity analyses;

\) initial demand forecasts and revenue forecasts together with their

\ (P provide a detailed explanation of how the information contained in the
Strategic Market Report corresponds to or deviates from the assumptions
and decisions contained in the Strategic Operational Baseline Report; and

(G) provide a detailed explanation of how the information contained in the
Strategic Market Report will impact upon the Strategic Operational Baseline
Forecast.

6 14 January 2020 (Date of Redactions Approval) - Where text has been omitted from the document - this is
because the Secretary of State has decided to exclude the text in accordance with the provisions within the
Freedom of Information Act 2000.
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48.3

48.4

48.5

Notwithstanding paragraph 3 of this Schedule 18.2, the Franchisee shall update the Strategic
Market Report on an annual basis to reflect any changes to the underlying assumptions used by
the Franchisee in preparing the Strategic Market Report.

The Franchisee shall ensure that it incorporates the conclusions set out in the Strategic Market
Report when developing proposals and delivering obligations in relation to the Shadow Operator
Services.

The Franchisee shall consult with its team of Regional Growth Managers, with effect from this
team being put in place by the end of September 2020, on the aspirations of local Stakeholders
(such Regional Growth Managers having collated feedback from the group of local Stakeholders
for their region). The Franchisee shall set out and reflect the results of its consultation with the
Regional Growth Managers in the Strategic Market Report.

49 Customer Community and Development of Passenger Proposition

49.1 The Franchisee shall, no later than one (1) month after the Shadow Op Date, enter
into with Transport Focus (or another equivalent body) and maintain 4 C | the High Speed
Established Services Date, arrangements for the performance of services'that,"as a minimum, are
substantially similar and equivalent to the services (and standards of s@ruiCe) being provided to
HS2 Limited under the HS2 Customer Community Contract and which sRall include:

(a) an online customer community that includes at le hundred (200) individuals per
major customer segment (such major customer geg s being those which shall be
identified as part of the market segmentation r t by the Franchisee pursuant to
paragraph 48.2(b)(ii) of Schedule 18.2); an

(b) focus group events each Franchisee Y umber and content of such focus group
events to be agreed between the d HS2 Limited and approved in writing by
the Secretary of State).

49.2 The Franchisee shall procure that an ropriate number of senior, suitably qualified personnel
with high levels of expertise in customay, experience attend on behalf of the Franchisee and
actively participate in each meetingyo
(@) the HS2 Design Group$
(b) the HS2 Indepe '@ ign Panel,
to which the Fran ISyinvited.

49.3 The Franc Who later than 22 April 2020, deliver to the Secretary of State an Initial
Output R elating to the passenger proposition (the “Draft Passenger Proposition”) in
accor ithYparagraphs 1 to 3, 49.4 and 49.5 of this Schedule 18.2.

494 T afit Passenger Proposition shall:

set out the Franchisee’s proposals, in each case in respect of the period on and from the
High Speed Start Date, for:

(i) a structured approach to defining the end to end customer journey;
(i) the service to be offered to customers on trains (including the approach to retail
and catering) and at stations (including retail services) served by the Passenger

Services;

(iii) information to be provided at each stage of the customer journey, including in times
of planned and unplanned disruption;
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49.5

(b)

()

(e)

(iv)

(v)
(vi)

(vii)

(viii)

(ix)

(x)
(xi)

set out the Franchisee’s evaluation

FOIA 2000 PUBLIC REGISTER COPY

a strategy for ticketing and ticket retail, including business and commercial models
for retailing, retailing and journey validation systems, and integration with existing
rail and multi-modal systems, including (unless agreed otherwise with the
Department):

(A) a centralised retail back office system to enable remote updates at a single
point without the need to individually configure devices or interface retail
channels;

(B) using application programming interfaces to enable other retailers to
interface with the Franchisee’s retail platform;

a strategy for pricing and Yield Management;

a strategy for revenue protection drawing on the recommendatiofs ; the Fares
Options Analysis, where relevant;
a strategy for customer relationship management; Q
service commitments to passengers, including compensatioff for delays and poor
performance and whether this will be set out in 3 PasseRger’s Charter only or in
the Passenger’s Charter and in another forma
reviewing and updating existing Station Travel s and developing new Station
Travel Plans where required; \
[REDACTED"] @

i r

a strategy for mobile com vices;

the implications of each Passenger Proposition

Aspect on integration with ot railway passenger services operated by another Train
Operator;

set out the Franchisee’ ideration of whether each Passenger Proposition Aspect
should be introduced

()
(ii)

High Spe s only;
Pas r'Services prior to the Integrated Operator Start Date;

(iii)v nal Services only;
ﬁ the Integrated Services; and/or

any passenger services operated by another Train Operator;

be deliverable within the budget notified to the Franchisee by the Secretary of State; and

demonstrate how the Franchisee has complied with, and taken into account the
information obtained in complying with, each of the requirements under paragraph 49.5
of this Schedule 18.2 in developing the Passenger Proposition.

In developing the Draft Passenger Proposition, the Franchisee shall:

714 January 2020 (Date of Redactions Approval) — Where text has been omitted from the document — this is because the
Secretary of State has decided to exclude the text in accordance with the provisions within the Freedom of Information Act

2000.
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(a)
(b)

()

(d)

(e)

(f)

(no

[REDACTED?] and

conduct journey mapping analysis (being an analysis of all steps in an end to end
passenger journey);

consult with the following on its Draft Passenger Proposition:
(i) Network Rail;

(ii) HS2 Limited;

(iii) the HS2 Customer Community;

(iv)  the HS2 Independent Design Panel;

(v) Transport Focus;

(vi) London Travelwatch;

(vii)  the Accessibility Panel; and

(viii) such other stakeholders or groups of stakehok@the Secretary of State may

specify for this purpose;
r@paragraph 49.5(a); and

by HS2 Limited and made available to the

take into account:

(i) the results of the consultation
(i) the research previously co

Franchisee;

use the five (5) Regional Cus Panels to engage with customers for the ICWC Services
on the Draft Passenger Pro ion;?and

take into account and gef

() the work ccessibility Panel and the accessibility plan developed by that

Accessibi ty@ and
(i) the@v Transport Strategy.

49.6 Upon appro of the Draft Passenger Proposition by the Secretary of State in accordance with
paragrw% of this Schedule 18.2, the Franchisee shall undertake the actions set out in the
n

roposition in order to develop the passenger proposition for the High Speed
a the Conventional Services (“Passenger Proposition”) and shall submit the
Proposition in the form of a Final Output Report to the Secretary of State for approval
cordance with paragraph 2 of this Schedule 18.2 by no later than 6 July 2020
hstanding the thirty (30) day period stated in paragraph 2.1 of this Schedule 18.2).

49.7 The Franchisee shall prepare the Passenger Proposition in substantially the same form as the
Draft Passenger Proposition and shall specify its recommendation as to whether each Passenger
Proposition Aspect should be introduced for:

814 January 2020 (Date of Redactions Approval) — Where text has been omitted from the document — this is because the
Secretary of State has decided to exclude the text in accordance with the provisions within the Freedom of Information Act

2000.
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49.8

49.9

(a) High Speed Services only;

(b) Passenger Services prior to the Integrated Operator Start Date;

(c) Conventional Services only;

(d) the Integrated Services; and/or

(e) any passenger services operated by another Train Operator,

in each case providing a written assessment of the relative opportunities and benefits.
The Secretary of State may require amendments to a Passenger Proposition Aspec

Where requested by the Secretary of State, the Franchisee shall make t aft Passenger
Proposition and/or Passenger Proposition (as the case may be) available@h ons as the

Secretary of State may from time to time require.

50 Functional Requirements for Passenger Proposition Aspects
50.1 Following approval of each Passenger Proposition Aspect by the Secretary/of State, the Franchisee
shall provide to the Secretary of State and HS2 Limited, in rdamce with paragraphs 6 to 8 of
this Schedule 18.2 and by no later than the date stated, th tional Requirements for:
(a) ticketing, yield management and reservations sg y no later than 1 June 2020);
(b) customer information systems that providg ag@urate, timely, real time information that
pushes information and travel choices us s (by no later than 1 June 2020);
(c) revenue protection systems (by no an 1 June 2020);
(d) other systems notified to the Eganchise€ by the Secretary of State in writing (by the date
specified);
(e) passenger wayfinding an park offer (by no later than 1 December 2020);
(f) catering (by no Iat@ August 2020).
51 Fares Options A
51.1 The Franchisee s later than 1 January 2021, submit to the Secretary of State an Initial
Output Re i nalyses and presents options for a fares and fares regulation strategy
(\\Fares‘&s alysis”) in accordance with paragraphs 1 to 3 and 51.2 of this Schedule
18.2.
51.2 T ions Analysis shall include, as a minimum:

a range of options for Fare structures and fare pricing levels for the High Speed Services
and Conventional Services to be operated by the Franchisee together with an evaluation
of each option against a range of measures including:

() Value for Money and affordability;

(i) social and equality;

(iii) consumer issues and ease of use by the passenger; and

(iv) deliverability;
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51.3

52

52.1

52.2

(b) a range of options for Fare regulatory regimes for High Speed Services and Conventional
Services and the consequential implications for passenger services operated (or to be
operated) by other Train Operators, together with an analysis of each option against its
consistency with current laws and regulations, the regulatory burden, consumer protection
objectives and any other objectives as the Secretary of State may specify;

(c) a recommendation of the options that the Franchisee considers should be adopted together
with:

(i) reasons for its recommendations; and

(i) the implications for retailing and ticketing systems including t% Functional
i

Requirements that the Franchisee shall be required to provide to HS ited;

(d) the applicability of the recommended options to the High SpeedySefvices and the
Conventional Services and any potential for wider applicatio thell rg€ommended
options; and

(e) any other analysis and options as the Secretary of State mayyreasonably request.

Upon approval of the Fares Options Analysis by the Secret

paragraph 2.4(a) of this Schedule 18.2, the Franchise shal
detailed plan for delivery of the recommended options setﬁ

of State in accordance with
as a Final Output Report a
the Fares Options Analysis and

any other option as notified by the Secretary of State, (thef{ Far. elivery Plan”) in accordance
with paragraphs 1 to 3 of this Schedule 18.2, which s i e a detailed list of the regulatory
actions that the Secretary of State shall be requi 0 undertake to implement the fares
regulation options set out in the Fares Delivery, Pl

Development of the Integrated Servi ting Plan

The Franchisee shall, by 20 April 2023, subm quired Output Report in relation to a marketing
plan for the Integrated Services for t eriod from the High Speed Start Date (the “"Integrated
Services Marketing Plan”) in accordancewith paragraphs 1 to 3 and 52.2 of this Schedule 18.2.

The Integrated Services Market n'shall:

(a) take into accountw :
() the Strategi arket Report prepared by the Franchisee in accordance with

as approved by the Secretary of State (as updated from time to

‘ii @ssenger Proposition prepared by the Franchisee in accordance with paragraph
s approved by the Secretary of State (as updated from time to time); and

(b |$e:

(i) a marketing strategy for Integrated Services, including details of any reward and/or
loyalty schemes proposed by the Franchisee;

(i) brand proposals, in accordance with any requirements of the Secretary of State
notified to the Franchisee in writing and, where relevant any amendments required
to paragraph 3 of Schedule 14.2B (Maintenance of Operating Assets), and any other
provision of the Franchise Agreement relevant to branding, required to take
account of such brand proposals; and

(iii) a detailed and costed plan for all marketing and branding activity which is to be
undertaken in relation to the Integrated Services from 1 January 2024 (and which
shall be in addition to that marketing activity and spending for promoting the
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52.3

52.4

52.5

53

53.1

53.2

benefits of the HS2 Project by 31 March 2026 referred to in paragraph 86 of
Schedule 6.2A (Committed Obligations)); and

(iv) a plan to test the Franchisee’s brand proposals via consumer testing using the
online community referred to under paragraph 49.1(a);

The Franchisee shall provide to the Secretary of State an Integrated Services Marketing Plan in
the form of a Final Output Report for Secretary of State’s approval by the date that is thirty six
(36) months prior to the Anticipated High Speed Start Date.

Where the Secretary of State considers that the period of time between the Integrated Operator
Start Date and the High Speed Start Date is likely to be such that an interim sion of the
Integrated Services Marketing Plan, relating only to the Conventional Services, is jred (an
“Interim Integrated Services Marketing Plan”), the Secretary of Sta h ify the
Franchisee in writing and specify:

(@) the required content of the Interim Integrated Services Marketing\P

(b) the timings for the provision of the relevant Required Output Rep
Report (if required); and

(c) any changes to the timings stated in paragraphs a 52.3, or the date stated in
paragraph 52.2(b)(iii), for the Integrated Services ing*Plan,

and the Franchisee shall provide the Interim Integrat ices Marketing Plan in accordance

with that notification, but for the avoidance of doubt ovision shall not relieve the Franchisee

from its obligation also to provide the Integr ten@: s Marketing Plan in accordance with

paragraphs 52.1 to 52.3.

and Final Output

In developing the Integrated Services
Limited and shall ensure that the Integrated

go-live milestones and stations plan.
Initial Trial Operations Plan Q

lan, the Franchisee shall consult with HS2
vices Marketing Plan is aligned with HS2 Limited’s

The Franchisee shall, by no han 1 June 2022, deliver to the Secretary of State an Initial
Output Report relating to ghekra isee’s plans to test the operation of high speed train services
and progressively intro igh Speed Services to the HS2 Network and the Conventional
Network (the “Tri % s Plan”) in accordance with paragraphs 1 to 3 and 53.2 and 53.3
of this Schedule 1

The Trial n shall set out the Franchisee’s plans to test the readiness of the HS2

Network, nventional Network, the High Speed Rolling Stock and the integration of systems

% &/ of the Passenger Services and to progressively introduce High Speed Services

%E ork and the Conventional Network in accordance with the Integrated Services
he“Established Integrated Services TSR, including how the Franchisee shall conduct:

train crew training and certification of train crew to operate the High Speed Rolling Stock
at lower speeds;

(b) launching and performance testing of sales and reservations systems
(©) full certification of train crew to operate the High Speed Rolling Stock at full speeds;

(d) training and certification of NICC control staff in accordance with the prevailing railway
group standards;

(e) training and certification of any platform dispatch staff in accordance with the prevailing
railway group standards;
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(f)

(9)

(h)

(3

¢

supporting HS2 Limited’s testing of real-time customer information flows and NICC
Interfaces between the Conventional Network and the HS2 Network;

test running to enable the testing of:

(i)

(ii)

(iii)
(iv)

the integration of the traffic management systems and control arrangements
between the HS2 Network and the Conventional Network;

the full functionality of real-time customer information flows;
interfaces with industry ticketing and clearing systems; and

the stabling of Conventional Rolling Stock and High Speed Rolling St d

preview operations, including:

(i) the mobilisation of full retail activities and ensuring they a Q -pfepared by the
High Speed Start Date;
(i) station operations at stations on the Conventional Network dfcluding:
(A) platform and train interfaces; Q
(B) train turnaround and servicing; and 0
(O wayfinding to High Speed Servi nd
(iii) the Franchisee’s responses to d S e Conventional Network;
a soft launch of the High Speed S ccordance with the Integrated Services TSR
which will enable the testing of:
(i) ticketing systems;
(i) station and train CEs;
(iii)  passenger M@ gement;
(iv)  the ifaitefface tween the High Speed Services and other modes of transport;
(v) stat rity;

i)

(ix)

i %rnaround and servicing;

(V\
\% board information systems and the effectiveness of the onboard services;

the Franchisee’s responses to delays and service perturbations; and

post-travel follow-up; and

any other readiness training or testing as reasonably directed by the Secretary of State
from time to time.

53.3 The Trial Operations Plan must:

(@) set out the information required pursuant to paragraph 53.2 of this Schedule 18.2 in
sufficient detail that the Secretary of State may effectively evaluate, in the first instance,
the Trial Operations Plan and, on an ongoing basis, the Franchisee’s performance against
the Trial Operations Plan;
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53.4

54

54.1

54.2

55

55.1

55.2

55.3

(b) be developed in consultation with Network Rail and HS2 Limited; and

(c) reflect the latest information and dates provided by HS2 Limited relating to the availability
of the HS2 Network for trial operations.

The Franchisee shall provide to the Secretary of State a Final Output Report in relation to the
Trial Operations Plan in accordance with paragraphs 1 to 3 of this Schedule 18.2.

Ongoing Revisions to the Trial Operations Plan
The Franchisee shall discuss each version or update of the Trial Operations Plan with HS2 Limited

prior to submitting that version or update of the Trial Operations Plan to the Secrgtary of State
in accordance with paragraphs 1.5 and/or 3 of this Schedule 18.2.

Annually following the approval of the Trial Operations Plan pursuant to paragraphs*2 and 53 of
this Schedule 18.2, at the same time as each Shadow Operator Ann evi hecklist is
delivered to the Secretary of State by the Franchisee under paragra chedule 18.4

(Shadow Operator Annual Review), the Franchisee shall either:

(a) confirm that no updates to the Trial Operations Plan are require uch time; or

(b) (without prejudice to paragraph 3 of this Schedule
Secretary of State of any necessary amendment t
provide to the Secretary of State a revised Tri
amendments within thirty (30) days of giving s

ive notice in writing to the
Operations Plan and shall
ions Plan incorporating such

Digital Railway Business Case

e to be no earlier than 1 September 2020,
the Franchisee shall submit to the Secret tate a Required Output Report that sets out a
business case for the deployment of specified, aspects of the Digital Railway on the West Coast

Main Line (“"Digital Railway Busi Case”) in accordance with paragraphs 1 to 3 and
paragraphs 55.2 and 55.3 of this 5%18.2.

When developing the Digital Ra usiness Case the Franchisee shall collaborate, consult and
fully and effectively co-oper ith" and take into account the views and representations of
Network Rail, HS2 Limite%n other relevant Stakeholders.

The Digital Railwa &es ase shall:

lify those Digital Railway Options which can be implemented for a cost
ater than the Franchisee’s reasonable estimate of the Total Digital Railway
mount minus the amount which is reasonably expected to be spent in developing

Ac
ﬁ‘xni Railway Business Case;
(b nt details of how the Franchisee shall ensure that all procurement is carried out in a

ner that would be compliant with the Utilities Contracts Regulations 2016 (if the
Franchisee was a “utility” for the purposes of those Regulations) including any proposal
for Network Rail and/or HS2 Limited (as appropriate) to jointly procure the relevant
contract;

By the date notified by the Secretary of S

(@) separatel
whidh,i

(c) include an assessment of the financial implications and a Value for Money Assessment in
respect of each Digital Railway Option for the following periods:

(i) during the Franchise Term;

(i) during the fifteen (15) year period following implementation of the relevant Digital
Railway Option; and
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(iii) during the thirty (30) year period following implementation of the relevant Digital
Railway Option;

(d) include a programme for the implementation of each Digital Railway Option, including:

(i) the high-level milestones required to implement the relevant Digital Railway
Option;

(i) a profile of the estimated costs which will be incurred in achieving each such
milestone; and

(iii)  a comparison of the profile of estimated costs against the amounts expected to be
in the Digital Railway Account at the expected time of payment;

(e) include detailed evidence of the Franchisee’s collaboration with Netwotk Rail, HS2 Limited
and any other relevant Stakeholders (where appropriate) along wj tai he level of
their support for each Digital Railway Option; and

(f) include a summary of any concerns, still outstanding at the ti of the Digital Railway
Business Case, of HS2 Limited, Network Rail and/or other relevan keholders in relation
to each Digital Railway Option. Q
0§§
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APPENDIX 1 TO SCHEDULE 18.2

Form of Novation Agreement for Functional Requirement Asset

Dated [Year]
[INSERT NAME OF SUPPLIER]
HIGH SPEED TWO (HS2) LIMITED

[INSERT NAME OF FRANCHISEE]

™

[TEMPLATE] DEEB,O ION OF A
Cco
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This deed is dated [DATE]
Parties

(1) [INSERT NAME OF SUPPLIER] incorporated and registered in [INSERT JURISDICTION IN
WHICH SUPPLIER IS REGISTERED] with company number [INSERT COMPANY NUMBER OF
SUPPLIER] whose registered office is at [INSERT REGISTERED OFFICE OF SUPPLIER] (Supplier)

(2) HIGH SPEED TWO LIMITED incorporated and registered in England with company number
06791686 whose registered office is at Two Snow Hill, Snow Hill Queensway, Birmingham, B4
6GA (HS2 Limited)

number [INSERT COMPANY NUMBER OF FRANCHISEE] whose registered offi NSERT
REGISTERED OFFICE OF SUPPLIER] (Franchisee)

Background Q
(A) The Supplier and HS2 Limited are party to a contract for the ion~of [INSERT BRIEF

(0]
DESCRIPTION OF PURPOSE OF CONTRACT TO BE NOVATED] dated [IN DATE OF CONTRACT
TO BE NOVATED] (Contract).

(3) [INSERT NAME OF FRANCHISEE] incorporated and registered in England Mmpany
i

(B) HS2 Limited wishes to transfer its rights and obligations u e Contract to the Franchisee.
(O HS2 Limited shall continue to be liable for any failure erform its obligations under the
Contract before the Effective Date, with the Franchi ssuming responsibility for all liabilities

arising on and from the Effective Date.
(D) The parties have therefore agreed to ngwate mited’s rights and obligations under the
Contract to the Franchisee on the term eed with effect from the date of this deed

(Effective Date).

Agreed terms Q

Novation

1.1 HS2 Limited transfers all it rights and obligations under the Contract to the Franchisee with effect
from the Effective Dat

all the rights and benefits of HS2 Limited under the Contract with

Date (including any rights and benefits which have accrued prior to the
Franchisee agrees to perform the Contract with effect from the Effective Date
itsterms in every way as if it were the original party to it in place of HS2 Limited.

1.2 The Franchisee s
effect from the Eff
Effective D

1.3 rees to perform the Contract and be bound by its terms in every way as if the

N,

isee were the original party to it in place of HS2 Limited.
1.4 rences to HS2 Limited in the Contract shall be read and construed as references to the
Franchisee.

Release of obligations

1.5 The Supplier and HS2 Limited release each other from all future obligations to the other under
the Contract.

1.6 Nothing in this deed shall affect or prejudice any claim or demand that the Supplier may have
against HS2 Limited under or in connection with the Contract with respect to matters occurring
before the Effective Date.
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1.7 The Franchisee shall have the right to enforce the Contract and pursue any claims and demands
under the Contract against the Supplier with respect to matters arising before, on or after the
Effective Date as though the Franchisee were the original party to the Contract instead of HS2
Limited.

1.8 HS2 Limited shall have the right to enforce the Contract and pursue any claims and demands
under the Contract against the Supplier with respect to any losses incurred by HS2 Limited due
to breaches of the Contract which occurred prior to the Effective Date.

Indemnity

1.9 The Franchisee shall indemnify HS2 Limited against all liabilities, costs, expenses, @amages and
losses that HS2 Limited suffers or incurs under or in connection with the Contract esult of
the Franchisee’s failure, with effect from the Effective Date, to perform or y sumed
obligations under the Contract.

1.10 HS2 Limited shall indemnify the Franchisee against all liabilities, costs, & damages and
losses that the Franchisee suffers or incurs under or in connection tract as a result
of HS2 Limited’s failure to perform or satisfy its obligations under the¥Co before the Effective
Date.

Governing law

or in connection with it or its subject matter or forma e governed by and construed in

accordance with the law of England.
Jurisdiction

Each party irrevocably agrees that the rts®of England and Wales shall have exclusive
jurisdiction to settle any dispute or cI;im (incuding non-contractual disputes or claims) arising

This deed and any dispute or claim (including non—cop{ual isputes or claims) arising out of
s

out of or in connection with this deedfo subject matter or formation.

This document has been executed as d is delivered and takes effect on the date stated at the
beginning of it.

Executed as a deed by )
[INSERT NAME OF SUP?I( G DY )

a director in the presence

Executed as a deed by )
HIGH SPEED TWO (HS2) LIMITED ) .ot
acting by a director in the presence of ) Director
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NamME i e

AdAress .iiviiiiiii

Executed as a deed by )

[INSERT NAME OF FRANCHISEE] acting ) .iiiiiiiiiiiiiiiiiiiiicrrirriesnernnnnnennenaend
by a director in the presence of ) Director
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1.1

1.2

2.1

2.2

2.3

3.1

SCHEDULE 18.3
Transitional Programme Specific Requirements
Entry Into and Co-operation with Railway Schemes

No later than six (6) months prior to the Anticipated High Speed Start Date, or such other later
date as the Secretary of State may, from time to time, advise the Franchisee in writing, the
Franchisee shall join and/or participate in such Railway Schemes as agreed by the Secretary of
State in respect of the High Speed Services and/or Conventional Services.

The Franchisee shall co-operate (in good faith) with the Secretary of State, the nelevant Local
Authority and/or any other affected railway industry parties in the develop nd the
implementation of initiatives relating to its participation in the Railway Schem by the

Secretary of State in respect of the High Speed Services and/or ConventionaliSenvices.

Support in Obtaining MSA Relevant Approvals

As part of its requirements under the Transitional Programme:

(a) the Franchisee shall prepare any documentation forming_part of\@ submission to an MSA
Competent Authority for obtaining an MSA Relevant which may only be prepared

by a Train Operator in its capacity as an operator of stock;

(b) the Franchisee shall, within any applicable tﬁ set out in the MSA Relevant

Approvals Management Plan, submit to H ited and/or to any MSA Competent
t iffo n as is identified for provision by the
ement Plan; and

Authority (as applicable) all such relev
Franchisee in the MSA Relevant Appro

(©) where an MSA Relevant Approval
shall make the formal presentation o

bé granted to a Train Operator, the Franchisee
e submissions for such MSA Relevant Approval,

provided that, in each case, the TMM hasysupplied in a timely manner (and in a format suitable
for submission to the applicable M petent Authority without redrafting) any materials, data
and information relating to the ble MSA Relevant Approval as are required to be prepared
by the TMM in accordance wi A Relevant Approvals Management Plan.

defined in the High R g Stock MSA) in respect of each of the HS2 Network and the MSA
Conventional Rail hich only the Franchisee can undertake as a Train Operator, including
the preparation a ‘@ roval of the applicable Safety Certificate, provided that the TMM has
supplied in4q, t anner all relevant materials, data, documentation and information as are

required ayprepared by the TMM in relation to route acceptance (as such term comes to be
i w\ High Speed Rolling Stock MSA) in accordance with the MSA Relevant Approvals
t

The Franchisee shall do, hings in relation to route acceptance (as such term comes to be

n.

isee shall communicate regularly and effectively with HS2 Limited to coordinate the
ge of all relevant materials, data, documentation and information with the TMM as is
required in connection with the development of necessary submissions to MSA Competent
Authorities for the purpose of obtaining MSA Relevant Approvals.

Participation in Training

The Franchisee shall, in accordance with the Training Programme, make its relevant training staff
available to receive the Training Services and Training Materials, and thereafter shall ensure that
its training staff provide all required training onwards to the Franchisee’s applicable drivers, train
crew, cleaning and servicing staff and any other relevant employees to, as appropriate, operate,
maintain, clean and service the High Speed Rolling Stock and the Simulator (and any related
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3.2

3.3

4.1

5.1

6.1

6.2

6.3

8.1

items), in each case in accordance with all Laws and industry standards, the MSA Relevant
Approvals, the relevant train and simulator manuals and the Safety Certificate.

The Franchisee shall use the Simulator to train its drivers in developing a working knowledge of:
(i) the High Speed Rolling Stock; and (ii) the Routes over which High Speed Services are to be
operated, making appropriate use of the Simulator’s functionality in simulating different operating
scenarios.

The Franchisee shall work with HS2 Limited and the TMM to maximise the number of High Speed
Rolling Stock units that are available for the purpose of driver training, including meeting with
HS2 Limited and the TMM to agree the times and locations for those units to be made available
for that training to be carried out.

Implementing the Depot and Stabling Strategy

The Franchisee shall support HS2 Limited and the TMM in implementing
Stabling Strategy, including procuring access to relevant Ancillary Mainte
Conventional Rail Network and, where required, procuring acces
Ancillary Maintenance Facilities to maintain the trains or undertake faultffi g.

Depot and
cilities on the
M to use such

Input to Plans and Procedures under High Speed Rolling Stock T

HS2 Limited of any plans and procedures that are required{to eveloped pursuant to the High
Speed Rolling Stock TSA (including, for instance, any @in

fault notification procedure or other like plan and progedures).
Commencing Operation of High Speed Ro
On or before the High Speed Start Date chisee shall, as directed by the Secretary of

State, enter into all such relevant High Rolling Stock Contracts (Franchisee) as the
Secretary of State shall specify, in th rms sO specified at the relevant time.

The Franchisee shall cooperate with HS2 Limited in reIatiSG e preparation and/or review by

-over and hand-back procedure,

Following the execution of the Hig ed Rolling Stock Contracts (Franchisee), the Franchisee
shall comply with all its obligati der such High Speed Rolling Stock Contracts (Franchisee).

On or before the High Sp art'Date, the Franchisee agrees to take all steps required in order
to become depot facili& of the Home Depot and shall, as directed by the Secretary of
State:

(a) enter into,

an assignment of, the relevant depot lease in respect of the Home
imited; and

(b) 2 N any other associated documentation to ensure that the Franchisee has all the
i% uired to be the depot facility owner at the Home Depot and that the TMM is
nted, or retains the benefit of, a licence to occupy the Home Depot on the terms to be

cified in the High Speed Rolling Stock TSA.

NOT USED
Timetable Development Rights

Without prejudice to paragraph 17 of this Schedule 18.3, the Franchisee shall use all reasonable
endeavours to amend and/or enter into such Access Agreements as may be necessary or desirable
from time to time to obtain the Timetable Development Rights that it requires to secure a
Timetable that enables it to operate railway passenger services that comply with the Integrated
Services TSR and the Established Integrated Services TSR and otherwise comply with its
obligations under the Franchise Agreement (including under paragraph 12 of this Schedule 18.3).
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8.2

8.3

8.4

8.5

8.6

Subject to the remaining provisions of this paragraph 8, the Franchisee shall exercise its
Timetable Development Rights so as to secure:

(a) an Integrated Services Timetable that enables it to operate railway passenger services
that comply with the Integrated Services TSR;

(b) an Established Integrated Services Timetable that enables it to operate railway passenger
services that comply with the Established Integrated Services TSR,

and in each case that enables the Franchisee to comply with paragraph 12 of this Schedule 18.3
in accordance with its obligations under paragraph 13 of this Schedule 18.3.

Unless the Secretary of State otherwise directs, the Franchisee shall, for the purpos ecuring
an Integrated Services Timetable and an Established Integrated Servicessii which
complies with paragraph 8.2 of this Schedule 18.3, exercise its rights under{theJRelevant Track
Access Agreement (including the Network Code) to object, to make j ese ns and to
withhold consent in respect of any actual or proposed act or omis by the relevant
Infrastructure Manager in relation to such agreement in respect o metable Development
Rights.

If the Secretary of State does not consider that the Franchisee has taken sufficient steps under
paragraph 8.3 of this Schedule 18.3, the Secretary of S require the Franchisee to

exercise its rights in such manner as the Secretary of Stat ly considers appropriate in
the circumstances, including:

(a) disputing any actual or proposed act or omi &/ the relevant Infrastructure Manager

in respect of any Timetable Development Rj and
(b) submitting such dispute to any r an e resolution arrangements or procedures
and appealing against any awa etermination under such arrangements or

procedures, including to the ORR.

Subject to the Franchisee complying withyits obligations under paragraph 8.3 of this Schedule
18.3, it shall not be liable for any e to secure an Integrated Services Timetable and/or an
Established Integrated Service etable that enables the Franchisee to operate railway
e requirements of paragraph 8.2 of this Schedule 18.3, to
the extent that such failur d by:

(a) the FranchiSe ble Development Rights being inadequate to enable it to secure
: lots, provided that the Franchisee has exercised and, unless otherwise
agreed b

obt duisite Timetable Development Rights in accordance with paragraph 8.1 of

th&du 18.3;

L 2

(b % ant Infrastructure Manager exercising its flexing rights from time to time under
e Relevant Track Access Agreement or the Network Code in respect of such Train Slots;

the relevant Infrastructure Manager exercising its other rights from time to time under the
Relevant Track Access Agreement or the Network Code; or

(d) the exercise by the ORR of its powers pursuant to section 22C of the Act.
TDR Amendments

(a) If and to the extent that the Franchisee is not able to secure an Integrated Services
Timetable and/or Established Integrated Services Timetable that enables it to operate
railway passenger services that comply with the Integrated Services TSR and/or the
Established Integrated Services TSR (as appropriate) as a result of it not being able to
obtain the Timetable Development Rights that it requires for that purpose, the Secretary
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8.7

of State shall (subject to paragraphs 8.6(b) and 8.6(c) of this Schedule 18.3) issue to the
Franchisee amendments to the Integrated Services TSR and/or Established Integrated
Services TSR (“"Integrated Services TDR Amendment”). The amendments contained
in the Integrated Services TDR Amendment shall be those that the Secretary of State
considers necessary for the purposes of enabling the Franchisee to secure an Integrated
Services Timetable and/or an Established Integrated Services Timetable that is compliant
with the Integrated Services TSR and/or the Established Integrated Services TSR (as
appropriate) by exercise of the Timetable Development Rights that the Franchisee does
have.

(b) The Secretary of State shall have an unfettered discretion as to whether or not to issue an
Integrated Services TDR Amendment in circumstances where the Franchise

(i) has failed to exercise all reasonable endeavours to obtain the is etable
Development Rights in accordance with paragraph 8.1 of this Sche@dule 18.3; and
(i) is not relieved by paragraph 8.5 of this Schedule 18.3 fro Y

liabtli r such failure
to secure an Integrated Services Timetable and/o Established Integrated
Services Timetable that enables the Franchisee togoperate railway passenger
services that comply with the Integrated Services TS /or the Established
Integrated Services TSR (as appropriate).

Timetable or an Established Integrated Services Ti hat enables the Franchisee to
operate the Integrated Services TSR or the ablished Integrated Services TSR (as
applicable) by the issue of any Integrated Segvic@s TDR Amendment where the Secretary
of State reasonably considers that such failuffe j ly due to the default of the Franchisee
in not properly complying with its obligation er the Franchise Agreement in relation
to securing Timetable Developm ccordingly any Integrated Services TDR
Amendment may be drafted so tha not relieve the Franchisee of the obligation to
comply with the Integrated Services nd/or the Established Integrated Services TSR
(as appropriate) to the exten t the Secretary of State determines that the failure is
due to such default of the Fr. and the Franchisee may therefore be in contravention

(c) The Franchisee shall not be relieved from its obligmo obtain an Integrated Services
eta

(d) Following issue of an
this Schedule 18.3 ghe isee shall, unless otherwise agreed by the Secretary of State,
continue to usepall @ onable endeavours to amend and/or enter into such Access
Agreement \ay BE€ necessary or desirable from time to time to obtain the Timetable

i that it requires to secure an Integrated Services Timetable and/or an

ated Services Timetable (as appropriate) that enables it to operate

er services that comply with the Integrated Services TSR and/or the

Es&ed tegrated Services TSR (as appropriate) without such Integrated Services

ment.

?\
(e y Thtegrated Services TDR Amendment issued pursuant to paragraph 8.6 of this
edule 18.3 shall unless otherwise required by the Secretary of State, cease to have
effect on the date (if any) on which the first Timetable comes into effect after the
Franchisee has obtained the Timetable Development Rights to secure a Timetable that
enables it to operate railway passenger services that comply with the Integrated Services
TSR and/or the Established Integrated Services TSR without any such Integrated Services
TDR Amendment.

With effect from the date on which any Integrated Services TDR Amendment ceases to have effect
in accordance with paragraph 8.7 of this Schedule 18.3 the Integrated Services TSR and/or the
Established Integrated Services TSR (as applicable) without such Integrated Services TDR
Amendment shall thereafter apply.

West Coast Partnership Page 100 of 163 Schedule 18.3
Franchise Agreement




VERSION 1.0X [VOL 4] FOIA 2000 PUBLIC REGISTER COPY

9

9.1

9.2

9.3

10

10.1

10.2

Certification and Notification by Franchisee of Exercising Timetable Development
Rights

Before exercising any Timetable Development Right to bid for Train Slots, the Franchisee shall
provide a certificate addressed to the Secretary of State and signed by a statutory director of the
Franchisee confirming that its proposed exercise of that Timetable Development Right will be
compliant with its obligation specified in paragraph 8.2 of this Schedule 18.3.

If requested by the Secretary of State, the Franchisee agrees to demonstrate to the reasonable
satisfaction of the Secretary of State that the Franchisee’s certificate referred to in paragraph 9.1
is a true and accurate confirmation of compliance with its obligation specified in paragraph 8.2 of
this Schedule 18.3.

The Franchisee shall:

wit e relevant
D h to 15 of this

(a) keep the Secretary of State fully informed of any discussi
Infrastructure Manager in relation to the matters referred to in pa
Schedule 18.3 which may, in the reasonable opinion of the have a material
impact on the ability of the Franchisee to deliver the Integrated [Services TSR and/or the
Established Integrated Services TSR or meet the requirement aragraph 12 of this
Schedule 18.3 through the Integrated Services Ti able d/or the Established
Integrated Services Timetable and shall, if required do by the Secretary of State,

supply copies of any related correspondence to the@ ary’of State; and

(b) update any notification under this paragraph 9.& ertification under paragraph 9.1
t

of this Schedule 18.3 as soon as reasonab icable, if at any time it elects or is
isefof, etable Development Rights following
or actual rejection or modification of its

required to modify any aspect of its exe
the relevant Infrastructure Manager’s
bid or any part of it or for any otheg.rea

Timetable Consultation with Stakeholde

The Franchisee shall consult with Stakeholders who would reasonably be expected to be affected
by the Integrated Services Timeta d the Established Integrated Services Timetable.

The Franchisee shall:

(@) as soon as reas %cticable provide to the Secretary of State and all Stakeholders a
m

comprehenSiye ry of the proposed changes from the Timetable then in force to
implement jife rated Services Timetable and the Established Services Timetable and
the likely impactien passengers;

ication channels (taking into account the scale of the proposed changes) and

(b) ca%ﬂth consultation in relation to such proposed changes using a reasonable range
m
x er that can be reasonably expected to encourage responses from a broad range
affécted Stakeholders;

give consultees such time as is reasonable under all the circumstances to respond (it being
agreed that it shall normally be reasonable to give at least twelve (12) weeks to respond
in relation to such changes);

(d) take due account of the responses of consultees;

(e) within six (6) weeks of the close of the consultation (or such longer period as the Secretary
of State may agree, such agreement not to be unreasonably withheld or delayed) publish
a report containing a summary of the main issues raised by respondents (including
quantitative analysis of the responses received), the reasoned response of the Franchisee
to them and notification of how the Franchisee shall nhow seek to exercise relevant
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11

11.1

11.2

11.3

11.4

12

12.1

12.2

Timetable Development Rights in the context of its obligation to take due account of the
results of the consultation;

(f) ensure that the published report is promptly provided to the Secretary of State and all
respondents who submitted written responses to the consultation and published in a widely
accessible form; and

(9) ensure that the relevant Timetable Development Rights to implement the proposed
changes are not exercised prior to the publication of the report and exercise such
Timetable Development Rights in the manner indicated in the report.

Train Plan

For the purposes of this Schedule 18.3, the “Train Plan” shall be the plan (i

Services Timetable or the Established Integrated Services Timetable (
matches available capacity to Integrated Services Forecast Passenger Dé

The Franchisee shall submit to the Secretary of State a Train Pl
Integrated Services Timetable and the Established Integrated Service
date as each of the Integrated Services Timetable and the Establis
Timetable is submitted to the Secretary of State.

etable on the same
d Integrated Services

Each Train Plan shall set out for each railway passeng@r s e in the Integrated Services
Timetable or the Established Integrated Services Timetabl ppropriate):

(a) its start point and departure time; @

(b) its terminating point and arrival ti

(c) the number and class of rolling stock§ehicles allocated to each such railway passenger
service;

(d) the Passenger Carrying Capacity, that each such railway passenger service, as formed, is
to have; and

(e) the Integrated Ser; Forecast Passenger Demand.

A Train Plan shall & rmat that the Secretary of State may reasonably specify for this
purpose.

Planning KQ et Passenger Demand
Capa R\N etable Planning
e PFranchisee shall, in preparing the Integrated Services Timetable, the Established
grated Services Timetable and the related Train Plans, unless the Secretary of State

otherwise agrees, provide for at least the capacity specified in the Integrated Services TSR
or the Established Integrated Services TSR (as appropriate).

(b) The Franchisee shall use all reasonable endeavours to provide for Passenger Carrying
Capacity on each Passenger Service that meets as a minimum the Target Passenger
Demand for that Passenger Service.

(c) The Franchisee shall use all reasonable endeavours to provide passengers with a
reasonable expectation of a seat, in relation to the Conventional Services and the High
Speed Services, in accordance with such requirements as are set out in the Passenger
Proposition.

Allocation of rolling stock where Franchisee unable to meet the capacity requirements
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12.3

If at the time it prepares the Integrated Services Timetable, the Established Integrated Services
Timetable and the related Train Plans, having exercised all reasonable endeavours, the Franchisee
is unable to prepare an Integrated Services Timetable, Established Integrated Services Timetable
and/or related Train Plan having the capacity, Passenger Carrying Capacity and/or meeting the
reasonable expectations referred to in paragraphs 12.1(a) to 12.1(c) of this Schedule 18.3, then
the Integrated Services Timetable, Established Integrated Services Timetable and/or related Train
Plan shall specify the best allocation of Passenger Services and rolling stock vehicles to Passenger
Services that is reasonably practicable with a view to:

(a) minimising, so far as is possible, the amount by which Target Passenger Demand exceeds
the provision of Passenger Carrying Capacity on the affected Passenger Services;

(b) ensuring, so far as is possible, that such excess is not unduly concent on any

particular Route or Passenger Service, and in accordance with any a pacity
between the High Speed Services and Conventional Services as the{iSedretary of State

may specify from time to time; and
(c) minimising, so far as is possible, the extent to which passen ‘@ ired to stand on
ferénce 1o

Conventional Services or High Speed Services, or both, by the expectations
specified in, or in accordance with, paragraph 12.1(c) of this Sc e 18.3.

Preparation of Integrated Services Timetable, E%ed Integrated Services

Integrated Services Timetable, the Establis tegrated Services Timetable and the
related Train Plans, take full and proper ag€o of its calculation of Integrated Services
Forecast Passenger Demand and use a le endeavours to ensure that the Train
Fleet is deployed in an optimal m er purposes of complying with its obligations
under paragraphs 12.1 and 12.2 o edule 18.3.

Timetable and related Train Plans
(a) Subject to paragraph 12.3(b) of this Schedule &Qﬁanchisee shall in preparing the

(b) The Franchisee shall in prepani the" Integrated Services Timetable, the Established
Integrated Services Timeta andythe related Train Plans, deploy the entire Train Fleet
(excluding reasonable planni equirements for the allocation of Hot Standbys or other
rolling stock vehicles to t of service due to maintenance requirements, Mandatory
Modifications or any ason agreed with the Secretary of State (such agreement not
to be unreasonabl eld or delayed)) in delivering the Passenger Services:

(i) during. e ; and
(i) ats es outside the Peak where such deployment of the entire Train Fleet is

y required to meet the Franchisee’s obligations pursuant to paragraphs

. @nd 12.2 of this Schedule 18.3.
12.4 Finali N rain Plan

Franchisee shall submit its proposed Train Plan to the Secretary of State as soon as
reasonably practicable after the relevant Infrastructure Manager has issued the working
timetable on which the Train Plan is to be based. If the Secretary of State notifies the
Franchisee within thirty (30) days of receipt of the proposed Train Plan that amendments
to it are required, the Franchisee shall make those amendments and re-submit a revised
proposed Train Plan within thirty (30) days of receipt of the Secretary of State’s notification
(and the provisions of this paragraph (a) shall apply to such re-submitted proposed Train
Plan). Where the Secretary of State does not require any amendments, or any further
amendments (as applicable), the draft Train Plan shall become the final Train Plan.

(b) The Franchisee shall submit its final Train Plan to the Secretary of State prior to the
commencement of the Timetable to which it relates.
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13

13.1

13.2

13.3

13.4

13.5

14

14.1

(c) Each Train Plan shall be certified by a statutory director of the Franchisee as being true
and accurate and including the minimum capacity specified in the Integrated Services TSR
or the Established Integrated Services TSR (as appropriate).

(d) The Franchisee shall provide to the Secretary of State in a timely manner such rolling stock
diagrams as the Secretary of State may reasonably request from time to time.

Procedural Arrangements and Timescales

The Franchisee agrees that the effective operation of the provisions of paragraphs 8 to 15 of this
Schedule 18.3 (and of provisions addressing the same or similar matters in other franchise
agreements) will require certain procedural arrangements and timescales to be fellowed to a
common timescale by the Secretary of State, the Franchisee, the Infrastructure ers and

others.
The Franchisee agrees that the Secretary of State may stipulate anygreason procedural
e

arrangements and timescales that are to be followed by the Secretary of Franchisee
for these purposes (which shall be consistent with any relevan 3 railway industry
processes for the development of the Integrated Services Timetablg, the Established Integrated
Services Timetable and the relevant Train Plans) and that the Secretary ate may amend any
such stipulation from time to time.

The Secretary of State agrees to consult the Franchisee as reasonably practicable prior to
stipulating or amending any such procedural arrangements a imescales in accordance with
paragraph 13.2 of this Schedule 18.3.

Any stipulation by the Secretary of State pursuantfto agraph 13.2 of this Schedule 18.3:

(a) shall be at the reasonable discreti etary of State;

(b) may contain procedural arrangementsiand timescales to be followed by the Franchisee in

relation to other changes to Franchise Services in conjunction with the Integrated
Services TSR and the Establishe tegrated Services TSR; and

(c) may provide for iteratio afts of the Integrated Services Timetable, Established
Integrated Services Ti and/or the relevant Train Plans.

Any procedural arrang d timescales stipulated by the Secretary of State pursuant to
paragraph 13.2 of €RistS&ch e 18.3 shall have contractual effect between the Franchisee and
the Secretary of S i cordance with the terms of such stipulation.

Obligationn n to Other Train Operators

Subj & s of the Licences and any applicable Law, the Franchisee shall co-operate with
a rators in respect of their timetable development rights where such other Train

provide railway passenger services meeting common or displaced passenger demand,

i to ensuring that:

the levels of overcrowding over the Routes or other relevant routes are minimised and not

unduly concentrated on particular railway passenger services, Routes or other relevant

routes;

(b) the stopping patterns of such railway passenger services are placed at approximately
evenly-spaced intervals throughout each relevant hour, taking into account the reasonable
needs of passengers and the different types of railway passenger services provided by
other Train Operators and the Franchisee; and

(c) a reasonable pattern of railway passenger service is provided on the relevant route(s) to
enable passengers to make Connections (particularly where low frequency railway
passenger services are operated, first trains or last trains are involved, taking account of
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seasonal fluctuations in passenger demand and the time needed to make any such
Connection).

15 The Timetable and the Working Timetable

15.1 Any specification of Passenger Services in the Integrated Services TSR and the Established
Integrated Services TSR shall (unless the Secretary of State states to the contrary) be regarded
as relating to how those Passenger Services are to be provided for in the National Rail Timetable
(or other applicable timetable) that the relevant Infrastructure Manager publishes for passengers.

15.2 The Franchisee shall ensure, for each period between two (2) consecutive Passenger Change
Dates during the Integrated Operator Term that the Timetable for such period is, in its reasonable
opinion, not materially different from the relevant working timetable issued by elevant
Infrastructure Manager.

16 HS2 Testing and Commissioning

16.1 Where the Secretary of State notifies the Franchisee in accordanc
Schedule 18.2 (Accepted Programme Specific Requirements), that
or some of the activities set out in the Franchisee Testing and Commi
Franchisee shall:

agraph 43.5(a) of
ed to carry out all
ing Report, then the

(a) enter into the HS2 Track Access Agreement in suc as’is required in order for the
Franchisee to perform the activities set out in the EranchiSee Testing and Commissioning
Report;

(b) enter into any other such Access Agre
to perform the activities set out in the

enlts @ are required in order for the Franchisee
chiseg Testing and Commissioning Report; and

(c) after entering into the HS2 Trac greement, and any other required Access

Agreements, perform the required ac

17 HS2 Track Access Agreement Q
17.1

The Secretary of State shall otice in writing to the Franchisee of the form of Access
Agreement which permits th ision of Passenger Services on track operated by HS2 Limited
when that form has been oved by the ORR. The Franchisee shall enter into the HS2 Track
Access Agreement in th r shall amend any HS2 Track Access Agreement already entered
into by the Franch & t to paragraph 16.1(a) of this Schedule 18.3, to the extent not
already in that for 5 titis in that form) promptly (and in any event within one (1) month)

following receipt o @ Secretary of State’s notice.

18
18.1 hall ensure that the relevant third parties enter into Direct Agreements relating
ailway Assets.

18.2 ital Railway Assets and any agreements relating to Digital Railway Assets shall, unless
rred to Network Rail and/or HS2 Limited (as appropriate) in accordance with this paragraph

18, be designated as Primary Franchise Assets which shall transfer to a Successor Operator at nil
value and shall not be de-designated as such.

18.3 The Secretary of State may at any time, by providing written notice to the Franchisee, require
the Franchisee to transfer any or all of the Digital Railway Assets to Network Rail and/or HS2
Limited (as the Secretary of State may specify in the Secretary of State’s notice) at nil value with
effect from such date as the Secretary of State may specify (provided that such date is a minimum
of thirty (30) days following the date of the notice).

18.4 Upon the Secretary of State providing written notice to the Franchisee pursuant to paragraph
18.3 of this Schedule 18.3:
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(a) the Franchisee shall enter into such novation agreements as are required to transfer any
agreements relating to the relevant Digital Railway Assets to HS2 Limited and/or Network

Rail (as appropriate);

(b) any novation agreement referred to in paragraph 18.4(a) shall be on such terms as the
Secretary of State shall reasonably specify;

(c) the Franchisee shall do and execute any act or document reasonably requested of it by
the Secretary of State to implement and give full effect to the transfer of any Digital
Railway Asset to Network Rail and/or HS2 Limited (as appropriate).
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SCHEDULE 18.4
Shadow Operator Annual Review
1 Purpose of Shadow Operator Annual Review
1.1 The purpose of a Shadow Operator Annual Review is for:
(@) the Secretary of State to undertake a review of the Franchisee’s performance in delivering
the Shadow Operator Services in respect of the most recently completed Shadow Operator
Performance Period; and
(b) the Parties to agree (or the Secretary of State to determine):

(i) any updates to the Accepted Programme, Cost Baseline and Resou

(i) any updates to the Transitional Programme and Transitio

(iii) any updates to the Shadow Operator Contingency.

1.2 The previous Accepted Programme, Cost Baseline, Resourcin
Transitional Budget, Transitional Record of Assumptions an

continue to apply until updated versions of the same@

Plan, Pransitional Programme,
w Operator Contingency will
agreed or determined in

accordance with this Schedule 18.4.
1.3 NOT USED.

1.4 Where the Actual Shadow Operator Costs in a
prior to the completion of the Readiness i
the quotient of the Retail Prices Index for uary which immediately precedes the relevant
date of calculation of the Shadow Operator Rerformance Fee divided by the Retail Prices Index

for January 2019), then:
(a) the provisions of paragraph Q‘md 6 of this Schedule shall not apply in respect of the

Shadow Operator Ann view conducted in respect of such Shadow Operator
Performance Period a

or Annual Review Meetings
2.1 ary of State shall notify the Franchisee of the number of Shadow Operator Annual
Meetings and the date, time and location for each Shadow Operator Annual Review
Meeting by no later than the relevant Shadow Operator Performance Period Date, provided always
that the last Shadow Operator Annual Review Meeting shall take place no later than the eighteenth
(18th) day of the fourth (4th) Reporting Period following the end of the relevant Shadow Operator
Performance Period.

%14 January 2020 (Date of Redactions Approval) — Where text has been omitted from the document - this is

because the Secretary of State has decided to exclude the text in accordance with the provisions within the
Freedom of Information Act 2000.
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2.2

3.1

3.2

3.3

3.4

3.5

3.6

For the avoidance of doubt, nothing in this Schedule 18.4 will prevent the Parties from discussing
any matter relevant to a Shadow Operator Annual Review outside of a Shadow Operator Annual
Review Meeting.

Shadow Operator Annual Review Checklist

Not less than thirty (30) days prior to the Shadow Operator Performance Period Date, the
Secretary of State, acting reasonably, shall notify the Franchisee in writing of any additional
information that the Franchisee is required to submit at the same time as the completed Shadow
Operator Annual Review Checklist.

Not less than fifteen (15) days prior to the Shadow Operator Performance Peri Date, the
Franchisee shall notify the Secretary of State in writing of any matters in additio ose set
out in the Shadow Operator Annual Review Checklist or the information notifi t chisee
by the Secretary of State in accordance with paragraph 3.1, which the Franchiseelconsiders to be
relevant for the Shadow Operator Annual Review. The Secretary of Sta all Swighin five (5)
days of receiving such notice, provide written confirmation to the Fram whether the
Secretary of State considers such matters to be relevant to the Sha perator Annual Review.

Unless notified otherwise in writing by the Secretary of State, the Fra iSee shall undertake a
Shadow Operator Stakeholder Survey in accordance with paragraph 15 chedule 18.1 (Shadow
Operations) in respect of each Shadow Operator Performanc ri nd shall include the Shadow
Operator Stakeholder Report in the relevant Shadow Op Annual Review Checklist. The
Shadow Operator Stakeholder Report shall:

(a) set out an analysis of the responses receive &Stakeholders, and Network Rail, HS2
Limited and the Department, in respopse adow Operator Stakeholder Survey;

and

(b) provide for the approach of the iSee 'to collaborative working to be assessed by
Stakeholders, and Network Rail, HSZ%imited and the Department, on a scale from poor
to excellent.

Franchisee shall deliver to th ry of State a duly completed copy of the Shadow Operator
Annual Review Checklist igh'r of the relevant Shadow Operator Performance Period.

The Shadow OperaterAnn Review Checklist delivered by the Franchisee in accordance with
paragraph 3.4 ma written commentary from the Franchisee in respect of the relevant

As soon as reasonably practicable the Shadow Operator Performance Period Date, and in
any event no later than thirty ( s after the Shadow Operator Performance Period Date, the
e
e

Shadow Operator ance Period covering:
a e
(a) $

(b n such matter notified by the Secretary of State to the Franchisee in accordance
ith Paragraph 3.1 of this Schedule 18.4; and

a&l:e atters listed in the Shadow Operator Annual Review Checklist;
t

any other matter which the Secretary of State has confirmed as relevant for the Shadow
Operator Annual Review in accordance with paragraph 3.2.

At any time following delivery by the Franchisee of the Shadow Operator Annual Review Checklist
and other information in accordance with paragraph 3.4 and 3.5 of this Schedule 18.4, and until
no later than forty five (45) days after the Shadow Operator Performance Period Date, the
Secretary of State may notify the Franchisee in writing of such further detail or evidence the
Secretary of State reasonably requires the Franchisee to provide in relation to its performance
during the relevant Shadow Operator Performance Period, and the Franchisee shall comply with
such request within a reasonable amount of time and in any event no later than fifteen (15) days
following receipt of such request.
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3.7

3.8

4.1

4.2

4.3

The Secretary of State shall provide the Franchisee with:

(@) written commentary on the completed Shadow Operator Annual Review Checklist
(including any commentary provided by the Franchisee under paragraph 3.5 of this
Schedule 18.4); and

(b) any information additional to that contained in the completed Shadow Operator Annual
Review Checklist which the Secretary of State has used or intends to use to assess the
Franchisee’s performance,

in each case, no later than thirty (30) days prior to the first Shadow Operator Annual Review
Performance Meeting.

As soon as reasonably practicable, and in any event no later than ten ( a ter the
Secretary of State has delivered written commentary in accordance with pagagnaph 3.7 of this
Schedule 18.4, the Franchisee shall provide the Secretary of State with agamitten nse to the
Secretary of State’s written commentary in such format as is notified b egfetary of State
to the Franchisee from time to time.

Shadow Operator Requirements

The Secretary of State may from time to time require an au b&conducted on the Franchisee,
the findings of which audit may inform the Secretary of S requirements in relation to the
Shadow Operator Annual Review, including, but not limited to, elation to this paragraph 4 of

this Schedule 18.4. \

Thirty (30) days prior to the Shadow Operatog, Perfo nce Period Date, the Secretary of State
shall notify the Franchisee in writing (includi relevant, by providing additional and/or
amended Accepted Programme Specifi ts and Transitional Programme Specific
Requirements) of any additional requirem cified by the Secretary of State to be reflected
in the draft Accepted Programme, the draft"€ost Baseline, the draft Resourcing Plan, the draft

Transitional Programme and the draf nsitional Budget.

No later than the Shadow Operato rmance Period Date, the Franchisee shall also deliver to

the Secretary of State:

(@) a draft Accepted a e, a draft Cost Baseline and a draft Resourcing Plan (in
electronic form) gi ase reflecting the requirements of the Secretary of State notified
in accordan paragraph 4.2 of this Schedule 18.4 together with a demonstration that
such drafts n prepared in accordance with the Resourcing Strategy, the Shadow
Operator P ent Strategy and the Shadow Operator Financial Management Strategy;

(b) ransitional Programme and a draft Transitional Budget (in electronic form), in
sayreflecting the requirements of the Secretary of State notified in accordance with
4.2 of this Schedule 18.4 together with a demonstration that such drafts have
repared in accordance with the Shadow Operator Procurement Strategy and the

dow Operator Financial Management Strategy;

(c) a report detailing the changes between the previous Accepted Programme, Cost Baseline,
Resourcing Plan, Transitional Programme and Transitional Budget and the draft Accepted
Programme, Cost Baseline, Resourcing Plan, Transitional Programme and Transitional
Budget, including an explanation of and justification for such changes;

(d) a report summarising the changes between the draft Transitional Programme and
Transitional Budget and the Transitional Programme and Transitional Budget which were
Placed in Escrow immediately following the previous Shadow Operator Annual Review,
including an explanation of and justification for such changes; and
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4.4

4.5

4.6

4.7

4.8

(e) any proposed amendments to the Shadow Operator Contingency, in each case reflecting
the draft Cost Baseline and the draft Transitional Budget,

At any time following delivery by the Franchisee of the documents referred to in paragraph 4.3
of this Schedule 18.4:

(@) and until no later than thirty (30) days before the final Shadow Operator Annual Review
Planning Meeting in respect of such Shadow Operator Performance Period, the Secretary
of State may make written requests that the Franchisee:

() provide further detail or evidence in relation to the documents delivered in
accordance with paragraph 4.3 of this Schedule 18.4; and/or

P me in
the amended
ents to the

(i) amend the draft Accepted Programme and/or draft Transiti
accordance with the Secretary of State’s requirements and prgvi
draft to the Secretary of State (together with any consequeg
Cost Baseline, Resourcing Plan and/or Transitional Budget

(b) the Franchisee shall comply with such request within a reasgpab nount of time and in
any event no later than fifteen (15) days before the final Shado rator Annual Review
Planning Meeting in respect of such Shadow Operator PerformanG€ Period.

Each draft Cost Baseline provided to the Secretary of Statei cordance with this paragraph 4
of this Schedule 18.4 shall:

(a) be in the format of the initial Cost Baseline as &ed from time to time by the Secretary
of State; and

(b) represent the Franchisee’s best estimat on reasonable assumptions, of the costs
and expenses of the Franchisee mance of the Accepted Programme Specific
Requirements in accordance with the'dgaft Accepted Programme.

Each draft Resourcing Plan providedyo tRe Secretary of State in accordance with this paragraph

4 of this Schedule 18.4 shall:

(@) be in the format of itial Resourcing Plan as amended from time to time by the
Secretary of State;

(b) be develop
to the Secr

indline h and be consistent with the draft Accepted Programme provided
tate in accordance with paragraph 4.3(a) of this Schedule 18.4; and

ranchisee’s best estimate, based on reasonable assumptions, of the
esourcing requirements to ensure the efficient and effective performance of

Fr
ﬂ% d Programme and delivery of the Accepted Programme Specific Requirements.
E ft Pransitional Budget provided to the Secretary of State in accordance with this

a r 4 of this Schedule 18.4 shall:

(c) rep

(a) be updated to the extent necessary to reflect any additional and/or amended requirements
notified to the Franchisee in accordance with paragraph 4.2;

(b) contain written confirmation that the Franchisee is not aware of any material change to
any assumption underlying the Transitional Budget which may require a change to the
draft Transitional Budget; and

(©) in the format of the initial Transitional Budget as amended from time to time by the
Secretary of State.

Where the draft Cost Baseline and/or draft Resourcing Plan provided to the Secretary of State in
accordance with this paragraph 4 of this Schedule 18.4 includes any changes to the assumptions
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5.1

5.2

5.3

5.4

set out in the Product Cost Assumptions Statement which was previously Placed in Escrow, then
the Franchisee shall (at the same time as the draft Cost Baseline is provided to the Secretary of
State) submit to the Secretary of State:

(a) an updated Product Cost Assumption Statement which has been amended to reflect the
changed assumptions; and

(b) an explanation of and the reasons for the changed assumptions.

Shadow Operator Annual Review Meetings — Performance and Planning

notified by the Secretary of State in accordance with paragraph 2.1 of this Sche 8.4 and
shall be attended by representatives of each of the Secretary of State and th n .

The Franchisee shall ensure that the representatives of the Franchisee S Operator
Annual Review Meeting include such:

(a) appropriate and qualified personnel of the Franchisee; %

(b) directors and/or senior managers of the Franchisee; and

(c) directors and/or senior managers of the Parent; OQ

as the Secretary of State may reasonably require. x

The last Shadow Operator Annual Review Performia eting shall take place no later than
eighteenth (18th) day of the fourth (4th) R I riod following the end of the Shadow
Operator Performance Period. At each Sh r Annual Review Performance Meeting the
Parties shall discuss:

Each Shadow Operator Annual Review Meeting shall take place at the date, tim@nd location

(a) matters of the Franchisee’s p rmance by reference to the Shadow Operator Annual
Review Checklist, together alith y supporting commentary, documents or evidence
submitted by the Franchise®g toythe Secretary of State in accordance with paragraph 3.4,

3.5, 3.6 or 3.8 of this Sc .4 and any commentary and/or information provided by
the Secretary of State anchisee in accordance with paragraph 3.7 of this Schedule
18.4; and

(b) any update a referred to in the Shadow Operator Annual Review Checklist or
any supporti mentary, documents or evidence submitted by the Franchisee to the
Secretar in accordance with paragraph 3.4 of this Schedule 18.4, in respect of
whi isee was unable to provide full details in accordance with the timescales

se in paragraph 3 of this Schedule 18.4 provided that the Franchisee has notified the
< rypof State of any information relevant to the update as soon as reasonably
r&i

e.
adow Operator Annual Review Planning Meeting shall take place no later than seventy
5) days after the Shadow Operator Performance Period Date. At each Shadow Operator
Review Planning Meeting the Parties shall discuss:

(a) the Accepted Programme Specific Requirements for the following Shadow Operator
Performance Period;

(b) the draft Accepted Programme, draft Cost Baseline and draft Resourcing Plan (including
any changes proposed by either Party thereto);

(c) the Transitional Programme Specific Requirements for the following Shadow Operator
Performance Period:
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6.1

6.2

6.3

6.4

(d) the draft Transitional Programme and draft Transitional Budget (including any changes
proposed thereto by either Party);

(e) any changes to the Shadow Operator Annual Review Checklist to be used for the following
year’'s Shadow Operator Annual Review;

() any proposed amendments to the Shadow Operator Contingency; and

(9) any other matter which any representative of either Party considers relevant for
discussion, provided that the Party has notified the other Party of its intention to discuss
such matter not less than ten (10) days prior to the Shadow Operator Annual Review
Planning Meeting.

Shadow Operator Annual Review Performance Meetings — Scoring

The Secretary of State shall provide to the Franchisee, no later than ten da llowing the
final Shadow Operator Performance Meeting:

(a) a duly completed Shadow Operator Annual Review Scorecardysetting out the Franchisee’s
performance in each of the Shadow Operator Areas of Asses t for such Shadow
Operator Performance Period; and

(b) confirmation of whether the Readiness Review will Q out immediately following

the next Shadow Operator Annual Review.

Each Shadow Operator Annual Review shall be com &nce the Secretary of State has sent a
duly completed Shadow Operator Annual Review S€o to the Franchisee in accordance with
paragraph 6.1 of this Schedule 18.4.

Scores in the Shadow Operator Annual R orecard shall be awarded by the Secretary of
State having regard to the Shadow Operator Sgoring Standards. One single, integer, overall score
shall be awarded in relation to each S ow Operator Area of Assessment based on the Secretary
of State’s assessment of the FranchiSee’syperformance in respect of that Shadow Operator Area

of Assessment against the Shado ator Scoring Standard taking into account:
(@) the Shadow Operator al*Review Checklist provided to the Secretary of State by the
Franchisee in acco e h paragraphs 3.4, 3.5 and 3.8 of this Schedule 18.4;

(b) any comme r ed to the Franchisee by the Secretary of State in accordance with
paragraph is Schedule 18.4;

(c) any i I between the Franchisee and the Secretary of State at any Shadow
QKA ual Review Performance Meeting; and

(d) N ional detail or evidence provided to the Secretary of State by the Franchisee in
cordance with paragraph 3.6 of this Schedule 18.4.

Shadow Operator Annual Review Scorecard provided to the Franchisee in accordance with
paragraph 6.1:

(@) indicates that the Franchisee has been awarded a score of “2":

(i) in relation to any Shadow Operator Area of Assessment, then the Secretary of State
may by written notice to the Franchisee require the Franchisee to propose a
Management Action Plan in accordance with Appendix 3 to this Schedule 18.4, to
improve its performance in that Shadow Operator Area of Assessment;

(i) in relation to any Shadow Operator Area of Assessment for which the Franchisee
was also awarded a score of “2” or less in the Shadow Operator Annual Review
Scorecard for the immediately preceding Shadow Operator Annual Review (if any),
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6.5

7.1

7.2

then such score shall be deemed to be a contravention of the Franchise Agreement
and the provisions of Schedule 10 (Remedies, Events of Default and Termination
Events) shall apply and the Secretary of State may issue a Remedial Plan Notice in
respect of that Shadow Operator Area of Assessment pursuant to Schedule 10.1
(Procedure for remedying a Contravention of the Franchise Agreement); or

(b) indicates that the Franchisee has been awarded a score of “1” in relation to any Shadow
Operator Area of Assessment, then such score will be deemed to be a contravention of the
Franchise Agreement and the provisions of Schedule 10 (Remedies, Events of Default and
Termination Events) shall apply and the Secretary of State may issue a Remedial Plan
Notice in respect of that Area of Assessment pursuant to Schedule 10.1 (Procedure for
remedying a Contravention of the Franchise Agreement).

cc e with
lation to more

If the Shadow Operator Annual Review Scorecard provided to the Franchisee
paragraph 6.1 indicates that the Franchisee has been awarded a score of “1'{li
than half of the Shadow Operator Areas of Assessment, then that s
contravention of, and an Event of Default in relation to, the Franch C ent and the
Secretary of State may issue a Remedial Plan Notice in respect of t
of Assessment (or any of them) pursuant to Schedule 10.1 (Rkoc for remedying a
Contravention of the Franchise Agreement) and the provisions of Sched 0 (Remedies, Events
of Default and Termination Events) shall apply.

Shadow Operator Annual Review Planning Meetings ft Accepted Programme and
Cost Baseline

The Parties shall seek to agree, by no later fifteen &;/s after the Shadow Operator Annual
Review Planning Meeting, the matters discussed infth ow Operator Annual Review Planning
Meeting(s) and the draft:

(a) Accepted Programme;
(b) Cost Baselineg;
(c) Resourcing Plan; Q

(d) Transitional Program
(e) Transitional Budget;
(f) Shadow Op, {ontingency,

notice to the Franchisee; and

here relevant, issue a notice of Variation to the Franchisee in relation to any additional
or revised Accepted Programme Specific Requirements and/or Transitional Programme
Specific Requirements provided to the Franchisee during the Shadow Operator Annual
Review and the provisions of Schedule 18.2 (Accepted Programme Specific Requirements)
and/or Schedule 18.3 (Transitional Programme Specific Requirements) shall be deemed
to be varied from the date on which the notice of Variation is issued to the Franchisee.

and if so agv cretary of State shall:
(9) M’ pprove the draft Accepted Programme, Cost Baseline, Resourcing Plan,
raqsi al Programme, Transitional Budget and Shadow Operator Contingency, by giving
itt
w

If the Parties have not agreed the Accepted Programme, Cost Baseline, Resourcing Plan,
Transitional Programme, Transitional Budget and/or Shadow Operator Contingency by the date
which is one hundred and twenty (120) days after the Shadow Operator Performance Period Date
the Secretary of State shall:
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7.3

8.1

(a) reasonably determine the contents of the Accepted Programme, Cost Baseline, Resourcing
Plan, Transitional Programme, Transitional Budget and/or Shadow Operator Contingency
and provide the Franchisee with written notice of the determined Accepted Programme,
Cost Baseline, Resourcing Plan, Transitional Programme, Transitional Budget and/or
Shadow Operator Contingency;

(b) where relevant, issue a notice of Variation to the Franchisee in relation to any additional
or revised Accepted Programme Specific Requirements and/or Transitional Programme
Specific Requirements provided to the Franchisee during the Shadow Operator Annual
Review and the provisions of Schedule 18.2 (Accepted Programme Specific Requirements)
and/or Schedule 18.3 (Transitional Programme Specific Requirements) shall be deemed

to be varied from the date on which the notice of Variation is issued to thé,Franchisee;
and

(c) in considering or determining the Accepted Programme, Cost Baseling, Reésourcing Plan,
Transitional Programme, Transitional Budget and/or Shadow Op r Contihgency, the

Secretary of State shall (inter alia) take account of:

(i) the Franchisee’s obligations to perform the FranchiseySeryvicesin accordance with
the provisions of the Franchise Agreement; and

(ii) whether (in the reasonable opinion of the S tary of State) in relation to the
proposed item, the Franchisee has acted as icient Operator.

Review Planning Meeting, any changes to the Shadeg erator Annual Review Checklist to be
used for the following year’s Shadow Operator A : iew, or the Secretary of State shall
reasonably determine such changes if the P «Q- not agreed by the date which is one
hundred and twenty (120) days after the Shad erator Performance Period Date.

The Parties shall seek to agree, by no later fifteen (1& er the Shadow Operator Annual

Miscellaneous

No comment or failure to commentalor agreement or approval, implicit or explicit by either
Party in a Shadow Operator Annua iew Checklist, Shadow Operator Annual Review Scorecard

or at a Shadow Operator Annua w Meeting shall relieve a Party of its obligations, constitute
a waiver of an obligation, or h¥or right or entitlement or otherwise vary the terms of the
Franchise Agreement.

\
S
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1.1

1.2

1.3

1.4

APPENDIX 1 TO SCHEDULE 18.4
Shadow Operator Annual Review Checklist

Shadow Operator Annual Review Checklist

A report on the Franchisee’s performance against the Accepted Programme including:

(@) any Required Output Reports delivered to the Secretary of State, including an analysis
against delivery to time;

(b) an explanatory note detailing any Required Output Reports where further k has been
required at the Franchisee’s own cost, if applicable;

(c) any Required Output Reports in progress, including: (L
(i) estimated completion dates and an explanation for any va o\the completion
dates set out in the Accepted Programme; and

(i) an update on the status of the drafting of relevant IOC Configimable Obligations and
the Transitional Programme and associated updates, to the’IOC Modelling Suite and

the Transitional Budget, including an analysis elivery to time;

(d) any Required Output Reports which the Franchise h@
for such deferral and status of agreement betweén a

osed be deferred with rationale
rties;

(e) an update on requirements to collabor t imited;

(f) an update on requirements to provi ional Requirements to HS2 Limited;

(9) an update on requirements to provid source to HS2 Limited;

(h) details of any Shadow Oper

() a report on the Franchis
Rolling Stock Contra

le as Operator Representative in respect of the High Speed
isee); and

3) a reporton thei ‘s performance in its role acting as Critical Friend to HS2 Limited.
g, C

A report on staff omparing actual resourcing against that proposed as part of the
Resourcing Plan_a ding any adjustments or significant variations thereto.

A repo@ rafchisee’s performance against the Transitional Programme including:

ransititonal Programme Specific Requirements delivered, including an analysis against
livety to time;

Transitional Programme Specific Requirements in progress (with estimated completion
dates and an explanation for any variance to the completion dates set out in the
Transitional Programme); and

(©) activities that the Franchisee has proposed be deferred including explanation of rationale
for such deferral and status of agreement between the Parties.

A report on the Franchisee’s performance against the Cost Baseline both on a line by line basis in
respect of each Accepted Programme Specific Requirement and in the aggregate across all
Accepted Programme Specific Requirements, including:

(a) whether Changes have been raised proactively;

West Coast Partnership Page 115 of 163 Appendix 1 to Schedule 18.4
Franchise Agreement




VERSION 1.0X [VOL 4] FOIA 2000 PUBLIC REGISTER COPY

1.5

1.6

1.7

1.8

1.9

1.13

1.14

(b) an explanation of any overspends, underspends, accruals or deferred payments (as
assessed against the requirements in 1.1 above); and

(c) the reasons for any overspending or underspending.
A report on the Franchisee’s performance against the Transitional Budget both on a line by line
basis in respect of each Transitional Programme Specific Requirement and in the aggregate across

all Transitional Programme Specific Requirements, including:

(@) whether Changes have been raised proactively;

(b) an explanation of any overspends, underspends, accruals or deferred ments (as
assessed against the requirements in 1.3 above); and
(c) the reasons for any overspending or underspending.

An explanation of whether all budgets and costed proposals set out in aR e utput Report
and all Changes arising from or related to the Shadow Operator ice 2re developed in
accordance with Value for Money (where appropriate) and the ShgdoWw Ope€rator Procurement
Strategy and Shadow Operator Financial Management Strategy.

A copy of each Resourcing Plan Compliance Report relatin% relevant Shadow Operator

Accepted Programme and/or the Transitional Progr by the Franchisee and any additional

Performance Period.
A summary of any breaches of or non-compliance \A&giule 18 (Shadow Operator), the
existing such breaches or non-compliances, ingludi

(a) whether the breach or non-compli
State; and

viously been reported to the Secretary of

(b) details of any completed rem
non-compliance (including a

iation of, or approaches to remediate, such breaches or
gement Action Plans or Remedial Plans, if relevant);

The status of any Managemen
Services.

ion” Plans or Remedial Plans relating to Shadow Operator

A report on the Franchi w of its relationship with HS2 Limited with reference to the
Partnership Protoc@l and t ollaboration Agreement, including any proposed amendments to
the Partnership Pr | @pd any relevant results of the Shadow Operator Stakeholder Survey.

A report o isee’s view of its relationship with Network Rail with reference to the
AIIiance’AK:n nd any relevant results of the Shadow Operator Stakeholder Survey.

e gement with relevant Stakeholders (including any Stakeholders notified by the
of State to the Franchisee) and any relevant results of the Shadow Operator
r Survey.

adow Operator Stakeholder Report.

Evidence of any ways in which the Franchisee, through its performance of the Shadow Operator
Services, identified that benefits could be delivered prior to the High Speed Start Date.

Evidence of any recommendations identified that could lead to efficiencies and to whole-life cost
reductions or additional benefits in the HS2 Project.

A report on the progress made in confirming the IOC Confirmable Obligations.
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APPENDIX 2 TO SCHEDULE 18.4

Shadow Operator Annual Review Scorecard

Score 1. Delivery of Shadow Operator 2. Management of Shadow
Services Operator Finances
4: strong | The Franchisee has delivered all | The Franchisee has worked
performance | relevant: proactively and in a collaborative
manner with the Secretary of St@ate to
(i) Accepted Programme Specific | agree any:
Requirements in line with the
Accepted Programme timescales and | (i) updates to the cepted
the scope agreed with the Secretary | Programme Modellj Sui and
of State; and Transitional Modellin ; and
(ii) Transitional Programme Specific | (ii) Changes ®and/or — Variations
Requirements in line with the | relating to the w Operator
Transitional Programme scope (if | Services
any) and timescales agreed with the
Secretary of State, in an ient” way, through the
prov';@ of strong and
and has delivered a material number | compr ive supporting evidence
of Accepted Programme Specific |dncluding by complying with the
Requirements ahead of the rele Operator Financial
timescales where this mitigates r agement Strategy and Shadow
to the delivery of t perator Procurement Strategy.
Programme, or has
Accepted Programme The Franchisee has identified the
Requirements and/or nsitional | need for any Changes and/or
Programme Specific nts to | Variations relating to the Shadow
a level of quality ly higher | Operator Services to the Secretary of
than required or proactively | State in a timely manner.
addressed ris challenges in
delivering su uirements.
3: good | The Fra i as delivered all | The Franchisee has worked with the
’K Secretary of State to agree any:
i éd Programme Specific | (i) updates to the Accepted
ements in line with the | Programme Modelling Suite and
. epteéd Programme timescales and | Transitional Modelling Suite; and
cope agreed with the Secretary
tate; and (ii) Changes and/or Variations
relating to the Shadow Operator
(ii) Transitional Programme Specific | Services,
Requirements in line with the
Transitional Programme scope (if |in an efficient way, through the
any) and timescales agreed with the | provision of acceptable supporting
Secretary of State. evidence including by complying with
the Shadow Operator Financial
Management Strategy and Shadow
Operator Procurement Strategy.
The Franchisee has identified the
need for any Changes and/or
Variations relating to the Shadow
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reservations

(i) the Accepted Programme or the
Transitional Programme; or

(ii) any Accepted Programme Specific
Requirement or Transitional
Programme Specific Requirement,

but is in non-material breach of:

(i) the Accepted Programme or the
Transitional Programme; and/or

(ii) any Accepted Programme Specific
Requirement or Transitional
Programme Specific Requirement,

and any such non-material breach
has not contributed to a material
delay in the performance of any ogher
part of the Shadow Oper
Services, to the High Spe
Date or to the High
Established Services Date.

Score 1. Delivery of Shadow Operator 2. Management of Shadow
Services Operator Finances
Operator Services to the Secretary of
State in a timely manner.
2: mostly | The Franchisee is not in material | The Franchisee has worked with the
acceptable | breach of: Secretary of State to agree any:
with minor

(i) updates to the Accepted
Programme Modelling Suite and
Transitional Modelling Suite; and

(ii) Changes and/or Vari
relating to the Shado

Services,

however, the e has
provided limite 0 g evidence
and/or has no plied with the
Shadow Operato Procurement
Strateg d/or the Shadow
Operato Fi cial Management

Strate

an ob

nchisee has not identified the
for any Changes and/or
ariations relating to the Shadow

Operator Services to the Secretary of
State in a timely manner.

1: major
reservations

The Franchisee is in m | breach
of:

(i) the Accepted P me or the
Transitional Prog e; and/or

(ii) any Acéeptéd Programme Specific
Requi or Transitional
Progr, ecific Requirement,

non-material breach has
tributed to a material delay in the
rmance of any other part of the
Shadow Operator Services, to the
igh Speed Start Date or to the High
Speed Established Services Date.

The Franchisee has provided little or
no evidence to the Secretary of State
and/or has failed to comply with the
provisions of the Franchise
Agreement in seeking to agree any:

(i) wupdates to the Accepted
Programme Modelling Suite and
Transitional Modelling Suite; and/or

(i) Changes and/or Variations
relating to the Shadow Operator
Services.
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nses to the
Stakeholder

(including through
Shadow
Survey, whe
level of ¢

il, HS2 Limited and the
including in relation to

such other persons and
organisations (including
Stakeholders) with whom the

Franchisee has been required to have
a material level of interaction in
performing the Shadow Operator
Services, and such other persons and
organisations as have been notified
to the Franchisee by the Secretary of
State (from time to time during the
Shadow Operator Performance
Period) as being relevant to this
assessment,

Score 3. Collaborative working 4. Planning a Value for Money
Integrated Operator Contract
4: strong | The Franchisee has demonstrated | The Franchisee has, in performing
performance | (including through responses to the | the Shadow Operator Services, pro-
Shadow Operator Stakeholder | actively developed strong proposals
Survey, where applicable) strong | for:
collaborative working with:
(i) the effective delivery of the HS2
(i) Network Rail, HS2 Limited and the | Project and the Integrated Services;
Department, including in relation to
responsiveness and problem solving; | (ii) whole-life cost efficiency, fleng-
and term value and innovatio i
customer service in delj
(ii) such other persons and | Integrated Services; and
organisations (including
Stakeholders) with  whom the | (iii) meeting the Se State
Franchisee has been required to have | objectives as chedule
a material level of interaction in | 18.1 paragraph.2
performing the Shadow Operator
Services, and such other persons and | When identifiying areas of long-term
organisations as have been notified | value or% ion, the Franchisee
to the Franchisee by the Secretary of | has strong supporting
State (from time to time during the | evid @' he deliverability of its
Shadow Operator Performance | prepos
Period) as being relevant to this
assessment,
in each case taking into ac
level of interaction th
Franchisee has been required to
with such perso and/or
organisations.
3: good | The Franchisee has onstrated | The Franchisee has, in performing

the Shadow Operator Services,
developed acceptable proposals for
the following:

(i) the effective delivery of the HS2
Project and the Integrated Services;

(ii) whole-life cost efficiency, long-
term value and innovation in
customer service in delivering the
Integrated Services; and

(iii) meeting the Secretary of State
objectives as set out in Schedule
18.1 paragraph 3.2.

When identifying areas of long-term
value or innovation, the Franchisee
has provided acceptable supporting
evidence for the deliverability of its
proposals.

West Coast Partnership
Franchise Agreement

Page 119 of 163

Appendix 2 to Schedule 18.4




VERSION 1.0X [VOL 4]

FOIA 2000 PUBLIC REGISTER COPY

in each case taking into account the

level of interaction that the
Franchisee has been required to have
with such persons and/or

organisations.

2: mostly
acceptable
with minor

reservations

The Franchisee has demonstrated
(taking into account the feedback
received by the Franchisee in the
Shadow Operator Stakeholder
Survey, where applicable) a mostly
acceptable level of collaborative
working:

(i) with Network Rail, HS2 Limited

and the Department, including in
relation to responsiveness and
problem solving; and

(ii) such other persons and
organisations (including
Stakeholders) with whom the

Franchisee has been required to have
a material level of interaction in
performing the Shadow Operator
Services, and such other persons and
organisations as have been notified
to the Franchisee by the Secretar
State (from time to time dusi
Shadow Operator Perfo
Period) as being relevant to
assessment,

1: major
reservations

The Franchisee has, in performing

the Shadow Operator Services,
developed proposals for the
following:

(i) the effective delivery of th S2

Project and the Integrated Ser

(ii) whole-life cost efficiency} Iong-
ova

term value and w in
e Cl

customer service i g the
Integrated Servi

ary of State

t in Schedule

(iii) meeting the S
objectives set
18.1 pa apf3.2,

how @e ranchisee has:

y identified limited areas of

term value or innovation;
jor
(i) has not provided sufficient
supporting evidence for the

deliverability of its proposals.

in each case taking i count the
level of intera that the
Franchisee ha quired to have
with suc ersons and/or
organisati
ee has failed to | The Franchisee has not developed
(including  through | proposals for the following in
to the Shadow Operator | performing the Shadow Operator
Ider Survey, where | Services:
cable) an effective level of

collaborative working with:

(i) Network Rail, HS2 Limited or the
Department; and/or

(i) such other persons and
organisations (including
Stakeholders) with whom the

Franchisee has been required to have
a material level of interaction in
performing the Shadow Operator
Services, and such other persons and
organisations as have been notified
to the Franchisee by the Secretary of
State (from time to time during the

(i) the effective delivery of the HS2
Project and the Integrated Services;

(ii) whole-life cost efficiency, long-
term value and innovation in
customer service in delivering the
Integrated Services; and/or

(iii) meeting the Secretary of State
objectives as set out in Schedule
18.1 paragraph 3.2.
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Shadow Operator Performance
Period) as being relevant to this
assessment,

in each case taking into account the
level of interaction that the
Franchisee has been required to have
with such persons and/or
organisations.

West Coast Partnership Page 121 of 163 Appendix 2 to Schedule 18.4
Franchise Agreement




VERSION 1.0X [VOL 4] FOIA 2000 PUBLIC REGISTER COPY

1.1

1.2

2.1

2.2

APPENDIX 3 TO SCHEDULE 18.4
Management Action Plan

Management Action Plan Notice

If a Management Action Plan is required pursuant to paragraph 6.4(a)(i) of Schedule 18.4
(Shadow Operator Annual Review), the Secretary of State shall provide to the Franchisee a written
notice within a reasonable period following the delivery of the relevant Shadow Operator Annual
Review Scorecard setting out:

(@) the objectives of the Management Action Plan (*"Management Objectives”); amd

(b) with reference to the objectives referred to in paragraph 1.1(a) and I Annual
Review Scorecard and Area(s) of Assessment, the particular areas that the Secretary of
State requires to be addressed,

(the "“Management Action Plan Notice”).

Within thirty (30) days of receipt of the Management Action Plan Noti the Franchisee, the

Franchisee shall prepare and submit to the Secretary of State adraft Management Action Plan in
accordance with paragraph 2 of this Appendix.

Submission of Draft Management Action Plan &O

The Franchisee shall ensure that each draft Manag ction Plan contains:
(a) estimated costs for delivering the draft a ent Action Plan ("MAP Costs"”); and

(b) specific tangible action points (each agement Action Point”), indicating in the case
of each Management Action Point:

() how that Managem ction Point will contribute to meeting the Management
Objectives;

(i) when imple of that Management Action Point is to be commenced and
completed ar, j e case of any Management Action Point that is continuous, dates
for reviewing ress; and

(iii) ance of that Management Action Point is to be measured.

On receipt o aft Management Action Plan by the Secretary of State, the Secretary of State
shall n hether the draft Management Action Plan is appropriate to achieve the

ctives. If the Secretary of State:

(a iSysatisfied with the draft Management Action Plan the Secretary of State shall provide the
nchisee with notice of the Secretary of State’s approval within thirty (30) days; and

(b) is not satisfied with the draft Management Action Plan the Secretary of State shall, within
thirty (30) days, provide the Franchisee with written feedback which describes the
shortcomings of the Management Action Plan and in particular why the Management Action
Plan does not meet the Management Objectives. Following which, the Franchisee shall
promptly amend the draft Management Action Plan to the Secretary of State’s reasonable
satisfaction and the Secretary of State shall provide the Franchisee with notice of the
Secretary of State’s approval.
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3

3.1

3.2

Implementation of Management Action Plan

Following notice of the Secretary of State’s approval of a Management Action Plan in accordance
with paragraph 2.2:

(a) the Franchisee shall:
(i) provide the Secretary of State with the final Management Action Plan; and
(i) implement the proposals set out in that Management Action Plan in accordance

with its terms; and

(b) the MAP Costs shall be deemed to constitute a notice of proposed Change by the
Franchisee in accordance with paragraph 2.1 of Schedule 9.1B (Fij i Other
Consequences of Change) and the Franchisee and the Secretary of Sta Il comply with
that Schedule in agreeing or determining the required Change.

Any failure by the Franchisee to comply with the terms of a M ction Plan shall

constitute a contravention of the Franchise Agreement.

$ﬁ\
&’b
S
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1.1

1.2

1.3

1.4

2.1

SCHEDULE 18.5
Shadow Operator Payments
Shadow Operator Payment

The Shadow Operator Payment (ShOpP) (if any) for each relevant Reporting Period shall be an
amount equal to:

ShOpP = | ShOpR + ShOpF — DRabs

where:

ShOpR means the amount of any Shadow Operator Cost u ent
calculated pursuant to the provisions of Appe (Shadow
Operator Cost Reimbursement) to this Sch (Shadow
Operator Payments).

ShOpF means (where relevant) the amou ny Shadow Operator

Performance Fee calculated pursu toy.the provisions of
Appendix 2 (Shadow Operator Perfo Fee) to this Schedule
18.5 (Shadow Operator Payments

DRap3 means in relation to the Re ngyPeriod for which the Shadow
Operator Payment (Sh ) ion is being made, the amount
of any Digital Railway A t (DRabp3) calculated pursuant to

the provisions of p f Appendix 1 (Calculation of Shadow

Operator Cost Reimb nt and Digital Railway Adjustment) to
this Schedule 18.5 (Shadow Operator Payments).

The Parties shall at all times acfin 'good faith, reasonably and in a timely manner in relation to
the calculation of the Shado or Payment (ShOpP) (including each element thereof) for

each Reporting Period. @
If the Parties havefnotagr the amount of the Shadow Operator Payment (ShOpP) for each

relevant Reportin io ithin fifteen (15) Weekdays after the end of that Reporting Period,
subject to paragr the Secretary of State may (but shall not be obliged to) reasonably
determine i s of the information then available to the Secretary of State.

t ecretary of State in accordance with paragraph 17.2 of Schedule 18.1, the

ate shall not be entitled to withhold payment of any undisputed amounts of the
perator Payment (ShOpP) for the relevant Reporting Period, which amounts shall be
the calculation of the Franchise Payment (£FP) for the relevant Reporting Period and
y the Secretary of State in accordance with paragraph 2 of Schedule 8.1A or 8.1B (as
applicable).

Provided %e ranchisee has submitted the Shadow Operator Section of the Management
0
S

Indexation

For the avoidance of doubt, it is agreed that Franchise Payments and the amounts shown in the
Cost Baseline or (as the case may be) in any Transitional Budget for any given Franchisee Year
shall not be subject to any indexation or adjustment to take into account the effects of inflation.
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3 Digital Railway Account Withdrawals

3.1 Each notification by the Secretary of State to the Franchisee under paragraph 2.1 of Schedule
8.1A (Franchise Payments) or paragraph 2.1 of Schedule 8.1B (Franchise Payments) (as
applicable) shall entitle the Franchisee to withdraw from the Digital Railway Account an amount
equal to DRap3 as calculated for that Reporting Period such withdrawal to be made on or after the
last Weekday of that Reporting Period.
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APPENDIX 1 TO SCHEDULE 18.5
Calculation of Shadow Operator Cost Reimbursement (ShOpR)
1 Shadow Operator Cost Reimbursement

1.1 This Appendix 1 (Shadow Operator Cost Reimbursement) to Schedule 18.5 (Shadow Operator
Payments) sets out how the Shadow Operator Cost Reimbursement (ShOpR) shall be calculated.

1.2 In carrying out the calculations in this Appendix 1 (Shadow Operator Cost Reimbursement):
(@) Actual Shadow Operator Costs, the Cost Baseline and the Transitional Bu t shall be
expressed as positive numbers where they are paid or payable by the Franc and
(b) Actual Shadow Operator Revenue shall be expressed as positive n %re received

or receivable by the Franchisee.

1.3 In this Appendix 1 (Shadow Operator Cost Reimbursement) to Schedule) 189 hadow Operator
Payments):
“Current means the Reporting Period for h Shadow Operator
Reporting Payment (ShOpP) calculation i ing, made;
Period”
“Preceding means the Reporting Pegi ediately before the Current
Reporting Reporting Period;
Period”
“TD” means calculat e period from the Shadow Operator
Start Date up to afd including the Current Reporting Period;
and
“TPP” meaps Galculated for the period from the Shadow Operator
St up to and including the Preceding Reporting
2 Calculation of Sh perator Cost Reimbursement (ShOpR)

re may be payable by the Secretary of State or the Franchisee) shall be

2.1 The Shado ost Reimbursement (ShOpR) (which may be a positive or a negative
number ere
calculate elation to each relevant Reporting Period after the Start Date as follows:

hOpR = | ICPshop + CostADJshop — AReVshop

ICPshop means CBCshop minus PICPshop i.€.:
(ln'tlal ShadOW ICPShOp = CBCShOp = PICPShOp
Operator cost
payment)
b 3
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CostADJshop means:

(periodic Shadow
Operator cost
adjustment)

(i.e. the
adjustment for
the difference
between the initial
Shadow Operator
cost payment and
the relevant
Shadow Operator
costs actually
incurred, in the
preceding period)

(a) for the first Reporting Period of the first Franchisee Year, £0
(zero);

(b) for all subsequent relevant Reporting Periods, CACshop minus
PICPshop minus PCostADJshop i.€.:

COStADIShop = CACShOp — PICPShOp — PCOStAD]shop

CBCshop means the sum of budgeted Shadow Operatorfcos shown in the
(cumulative Cost Baseline and the Transitional Budget (each a t recently Placed
in Escrow).

budgeted Shadow

Operator costs to
e )
means the sum of the initial cost fay

PICPshop (calculated as ICPshop) TPP.
(cumulative For the avoidance of doubt, i ting PICPshop, each ICPshop is the
: .
o

revious initial amount as at the date ts calculation (i.e. each ICPshop shall
ghadow Operator not be recalculated to ta f any Changes to the Cost Baseline

and/or the Transiti ).
costs payments
(to preceding
period))
CACshop means the s CACsnhops for all line items 3, where CACsnhops means,
(cumulative actual for each ery line item J, the lower of:
Shadow Operator | (a) m of Actual Shadow Operator Costs for line item J, TPP as
costs (to wn in the Shadow Operator Section of the Annual

nnual Management Accounts are not yet available) as shown
in the Shadow Operator Section of the Management Accounts;

and

* \ (b) the sum of budgeted costs for line item 3, TPP, as shown in the
\ Cost Baseline and the Transitional Budget (each as most
recently Placed in Escrow).
J means each and every line item in each of the Cost Baseline and the

Transitional Budget (each as most recently Placed in Escrow).

preceding period) K nagement Accounts to date and (for Reporting Periods where

(line item)

PCostADJshop means:

(previous periodic
Shadow Operator
cost adjustments

(@) for the first and second Reporting Period of the first Franchisee
Year, £0 (zero);

(te?ripéze_;c)edlng (b) for all subsequent relevant Reporting Periods, the sum of all
P previous periodic cost adjustments (calculated as CostADJshop)
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Transitional Budget).

TPP. For the avoidance of doubt, in calculating PCostADJshop
each CostADJshop is the amount as at the date of its original
calculation (i.e. each CostADJshop shall not be recalculated to
take account of any Changes to the Cost Baseline and/or the

3.1

AReVshop means for the first Reporting Period after the delivery of each Annual

Management Accounts; the Actual

Accounts.

as shown in the Shadow Operator Section of such Annual Management

Shadow Operator Revenue (if any)

Explanatory note: The descriptions in parenthesis in column one of this tablefare ded to
assist the reader only and shall not affect the meaning of these definition

Calculation of Digital Railway Adjustment (DRap3)

The amount of any Digital Railway Adjustment (DRabi)
relevant Reporting Period after the Start Date as follows:

shall be calc in relation to each

DRap3 means: < \
(a) for the first Reporting Period of @(anchisee Year,
£0 (zero); and
(b) for all subsequent rele t%ng Periods, CACshopDR
minus the sum of all previ D]
PROVIDED ALWAYS that.:
(i) if such amo ce€ds the Digital Railway Account Balance,
DRaps3 sh althe Digital Railway Account Balance; and
(i) DR alhever be negative and so, if the sum of all
pLEVI Raps exceeds CACshopDR, then DRapj for that
po Period shall be £0 (zero);
CACsnopDR | e sum of CACshopDRi(or) for all line items Jor, where
nopDR3(br) Means, for each and every line item Jpr), the lower
*

) the sum of Actual Digital Railway Shadow Operator Costs
for line item Jr), TPP as shown in the Shadow Operator
Section of the Annual Management Accounts to date and
(for Reporting Periods where Annual Management Accounts
are not yet available) as shown in the Shadow Operator
Section of the Management Accounts; and

(b) the sum of budgeted costs for line item Jpr), TPP, as shown
in the Cost Baseline and the Transitional Budget (each as
most recently Placed in Escrow);
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Jor) means each and every line item of Actual Digital Railway Shadow
Operator Costs in each of the Cost Baseline and the Transitional
Budget (each as most recently Placed in Escrow);
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APPENDIX 2 TO SCHEDULE 18.5

Shadow Operator Performance Fee

1 Shadow Operator Performance Fee

1.1 This Appendix 2 (Shadow Operator Performance Fee) to Schedule 18.5 (Shadow Operator
Payments) applies in relation to the Shadow Operator Period and sets out how the Shadow
Operator Performance Fee shall be calculated and paid.

1.2 In this Appendix 2 (Shadow Operator Performance Fee) to Schedule 18.5 (Shadow Operator

Payments) the following definitions shall apply:

Post-RR Period means the three (3) Shadow Operator Performance Petiod

(and including) the Shadow Operator Performance di
the Readiness Review occurs.

RPI1 is the quotient of the Retail Prices Index fo®thel January which
immediately precedes the relevant due date for ment of the
Shadow Operator Performance Fee divi by the Retail Prices
Index for January 2019.

Pre-RR means [REDACTED]

Allocatable SPF

Post-RR means in relation to ea
Allocatable SPF

(a) the Post-RR _SPF
(b) the Post-RR
hundred thousand pounds multiplied by RPI

eview Payment; and
Speed Milestone Payments,

one million fiv
(£1,500,000

1.3 Subject to paragraph 1.4,

Shadow Operator Performance Period, the Shadow Operator

Performance Fee:

(a)

(b)

e

(1

for the periodhbefigre the Post-RR Period, the Pre-RR SPF shall be calculated in accordance
ofthis Appendix 2 (Shadow Operator Performance Fee) to Schedule 18.5

(Shado r Payments) and is payable in accordance with 2.3 below; and

R Period, the Post-RR SPF shall be calculated in accordance paragraph 3 of
dix 2 (Shadow Operator Performance Fee) to Schedule 18.5 (Shadow Operator

forghe
t
a s) and is payable in accordance with paragraphs 3.3 and 3.4 below,

h e, allocated pro rata if a Shadow Operator Performance Period is other than thirteen

porting Periods or if a Reporting Period is other than twenty-eight (28) days.

1014 January 2020 (Date of Redactions Approval) — Where text has been omitted from the document - this is
because the Secretary of State has decided to exclude the text in accordance with the provisions within the
Freedom of Information Act 2000.
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1.4

2.1

If the Actual Shadow Operator Costs (as shown in the Shadow Operator Section of the Annual
Management Accounts) in any Shadow Operator Performance Period before the Post-RR Period
are:

(a) less than [REDACTED'] multiplied by RPI ([REDACTED*?] x RPI), but more than or equal
to [REDACTED'®] multiplied by RPI ([REDACTED!*] x RPI); the Shadow Operator
Performance Fee for that Shadow Operator Performance Period (as calculated pursuant to
the provisions of paragraph 2) shall be reduced pro rata i.e. shall be multiplied by:

Actual ShOp Costs
(IREDACTED?S] x RPI)

(b) less than [REDACTED] multiplied by RPI ([REDACTED!'] x RPI); t
Performance Fee for that Shadow Operator Performance Period shall

rmance Period is
enty-eight (28)

in each case, such amounts to be allocated pro rata if a Shadow Operatd
other than thirteen (13) Reporting Periods or if a Reporting Period is
days.

Shadow Operator Performance Fee before start of Post- eriod (Pre-RR SPF)

start of the Post-RR Period, the Shadow Operator Perfor (Pre-RR SPF) shall be the sum
of the four (4) amounts corresponding to the Franchis Operator Annual Review score
for the Shadow Operator Areas of Assessment set

Subject to paragraph 1.4, in relation to each Shadow OQ erformance Period before the
ce
W

114 January 2020 (Date of Redactions
because the Secretary of State has
Freedom of Information Act 200

al)*- Where text has been omitted from the document - this is
d te exclude the text in accordance with the provisions within the

214 January 2020 (Date of Reda ns Approval) — Where text has been omitted from the document - this is
because the Secretary of s/decided to exclude the text in accordance with the provisions within the
Freedom of Informatian 2000.

1314 January 2020 (Date pdactions Approval) — Where text has been omitted from the document - this is
because the State has decided to exclude the text in accordance with the provisions within the
Freedom o, ma Act 2000.

L
& ate of Redactions Approval) — Where text has been omitted from the document - this is
he

cretary of State has decided to exclude the text in accordance with the provisions within the
Information Act 2000.

ary 2020 (Date of Redactions Approval) — Where text has been omitted from the document - this is
because the Secretary of State has decided to exclude the text in accordance with the provisions within the
Freedom of Information Act 2000.

1614 January 2020 (Date of Redactions Approval) — Where text has been omitted from the document - this is
because the Secretary of State has decided to exclude the text in accordance with the provisions within the
Freedom of Information Act 2000.

1714 January 2020 (Date of Redactions Approval) — Where text has been omitted from the document - this is
because the Secretary of State has decided to exclude the text in accordance with the provisions within the
Freedom of Information Act 2000.
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Shadow Shadow Operator Pre-RR SPF
Operator Area of Annual Review £
Assessment Scorecard score for
relevant Shadow
Operator Areas of
Assessment
Delivery of 4 [REDACTED'®]
Shadow Operator
Services
3 [REDACTED]
2or1l [REDACTED]
Management of 4 [RED ]
Shadow Operator
Finances
3 [RE TED]
2or1l EDACTED]
Collaborative 4 [REDACTED]
Working
3 [REDACTED]
2or1l [REDACTED]
Planning a value [REDACTED]
for money
Integrated
Operator Contract
3 [REDACTED]
2or1l [REDACTED]

Where‘ xv
e

N s the relevant part of the Pre-RR Allocatable SPF as is allocated pursuant to the
of'paragraph 2.2.

(a) allocated equally across the four (4) Shadow Operator Areas of Assessment for achieving
a score of 4, and then 50% of each of those amounts for achieving a score of 3 in respect
of that Shadow Operator Area of Assessment; or

1814 January 2020 (Date of Redactions Approval) — Where text has been omitted from the document - this is
because the Secretary of State has decided to exclude the text in accordance with the provisions within the
Freedom of Information Act 2000.
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2.3

2.4

2.5

3.1

(b) allocated as the Secretary of State otherwise notifies, across the four (4) Shadow Operator
Areas of Assessment for achieving a score of 4, and then the amount for achieving a score
of 3 in respect of that Shadow Operator Area of Assessment. Such notice:

() must be served no later than one (1) Reporting Period prior to the commencement
of the relevant Shadow Operator Performance Period;

(i) must allocate the whole Pre-RR Allocatable SPF amount in such a way as means
that it can be earned in its entirety by the Franchisee (subject to attaining the
relevant scores);

(iii) may (in the Secretary of State’s absolute discretion) within any Shadew Operator
Areas of Assessment, allocate the same amount for a score of a
3 (but may not allocate less for a score of 4 than for a score of itRi at Shadow
Operator Area of Assessment); and

(iv) may (in the Secretary of State’s absolute discretion) ocations of zero
(£0) (but not less than zero) Pre-RR Allocatable SPF t@ any o more of the four
(4) Shadow Operator Areas of Assessment and/or for achiévimg a score of 4 and/or
for achieving a score of 3 within each Shadow Operator A of Assessment.

(Unless a Termination Notice has been served by the Secretar
of paragraph 5 of Schedule 10.2 (Events of Default and T

for payment), the Pre-RR SPF shall be payable on the L(

(a) the first Payment Date falling no less thaft tweRty (20) Weekdays after the relevant
Shadow Operator Annual Review has b 0 @ ed (or if there is no such Payment Date,
within twenty (20) Weekdays after the r hadow Operator Annual Review has been
completed); and

pursuant to the provisions
n Events) before the due date

(b) the first Payment Date fallin o lessvthan twenty (20) Weekdays after the relevant
Shadow Operator Annual M gament Accounts are delivered to the Secretary of State
(or if there is no such Pa t Date, within twenty (20) Weekdays after the relevant
Shadow Operator Annualgidaha ent Accounts are delivered).

For the avoidance of doub ment Dates other than as referred to in paragraphs 2.3, 3.3
or 3.4, the Shadow Ope ormance Fee shall be zero (£0).

Any overpayment o i
be repaid by the |
than ten (1Q) We

re- RR SPF (arising pursuant to the provisions of paragraph 1.4) shall
e to the Secretary of State on the first Payment Date falling no less
. after the identification of the overpayment (or if there is no such Payment
20) Weekdays after identification of the overpayment).

Date, wit en
L 2
Shad or Performance Fee after start of Post-RR Period (Post-RR SPF)
In igh to each of the Shadow Operator Performance Periods during the Post-RR Period:

(a) the Post-RR SPF Annual Review Payment shall be the sum of the four (4) amounts
corresponding to the Franchisee’s Shadow Operator Annual Review score for the Shadow
Operator Areas of Assessment set out in Column 3 of the table below; and

(b) the Post-RR SPF High Speed Milestone Payments shall be the sum of the four (4) amounts
corresponding to the Franchisee’s Shadow Operator Annual Review score for the Shadow
Operator Areas of Assessment set out in Column 4 of the table below:

West Coast Partnership Page 133 of 163 Appendix 2 to Schedule 18.5

Franchise Agreement




VERSION 1.0X [VOL 4] FOIA 2000 PUBLIC REGISTER COPY

Shadow Shadow Operator Annual Post-RR SPF Annual Review Payment Post-RR SPF High Speed Milestone Payments
Operator Review Scorecard score £ £
Area of for relevant Shadow
Assessment Operator Areas of Column 3 olumn 4
Assessment

Delivery of 4 [REDACTEDY] [REDACTED?]
Shadow
Operator
Services

3 [REDACTED] < > [REDACTED]

2or1l [REDACTED] [REDACTED]

Management 4 [REDACTE [REDACTED]
of Shadow
Operator
Finances

3 [R CTED] [REDACTED]

2or1 CTED] [REDACTED]

Collaborative 4 DACTED] [REDACTED]
Working

3 [REDACTED] [REDACTED]

here text has been omitted from the document - this is because the Secretary of State has decided to exclude
in the Freedom of Information Act 2000.

14 January 2020 (Date of Redactior& ro
the text in accordance with the p vix i
214 January 2020 (Date of Re

the text in accordance wi

pproval) - Where text has been omitted from the document - this is because the Secretary of State has decided to exclude
ns within the Freedom of Information Act 2000.
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2or1l [REDACTED]
Planning a 4 [REDACTED] DACTED]
value for
money
Integrated
Operator
Contract
3 [REDACTED] [REDACTED]
2or1l

X
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3.2

3.3

3.4

Where:

ASPFpostrr means the relevant part of the Post-RR Allocatable SPF as is allocated pursuant to the
provisions of paragraph 3.2.

The Post-RR Allocatable SPF shall be:

(@) allocated equally across the four (4) Shadow Operator Areas of Assessment for achieving
a score of 4, and then 50% of each of those amounts for achieving a score of 3 in respect
of that Shadow Operator Area of Assessment; or

(b) allocated as the Secretary of State otherwise notifies, across the four (4) Sha Operator
Areas of Assessment for achieving a score of 4, and then the amount fo hi a score
of 3 in respect of that Shadow Operator Area of Assessment. Such notice:

() must be served no later than one (1) Reporting Period prig mencement

of the relevant Shadow Operator Performance Period;

(i) must allocate the whole Post-RR Allocatable SPF amountfin guch a way as means
that it can be earned in its entirety by the Franchisee ject to attaining the
relevant scores);

(iii) may (in the Secretary of State’s absolute diécre ) within any Shadow Operator
Areas of Assessment, allocate the same& nt for a score of a 4 and a score of a
th

3 (but may not allocate less for a score o or a score of 3 within that Shadow
Operator Area of Assessment); and

(iv) may (in the Secretary of State
(£0) (but not less than ze
four (4) Shadow Operator A
and/or for achieving a scare of

S e discretion) contain allocations of zero
Allocatable SPF to any one or more of the
Assessment and/or for achieving a score of 4
ithin each Shadow Operator Area of Assessment.

For the avoidance of doubt; same allocation of the Post-RR Allocatable SPF shall apply
for both the Post-RR S nal Review Payment and the Post-RR SPF High Speed
Milestone Payments.

of paragraph 5.1(ajor: Schedule 10.2 (Events of Default and Termination Events) before
the due date for pa the Post-RR SPF Annual Review Payment shall be payable on the later
of:

(a) th P ent Date falling no less than twenty (20) Weekdays after the relevant

‘hk erator Annual Review has been completed (or if there is no such Payment Date,

& nty (20) Weekdays after the relevant Shadow Operator Annual Review has been
mpleted); and

(Unless a Termination { been served by the Secretary of State pursuant to the provisions
2(

the first Payment Date falling no less than twenty (20) Weekdays after the relevant
Shadow Operator Annual Management Accounts are delivered to the Secretary of State
(or if there is no such Payment Date, within twenty (20) Weekdays after the relevant
Shadow Operator Annual Management Accounts are delivered).

Unless a Termination Notice has been served by the Secretary of State pursuant to the provisions
of paragraph 5.1(a) or 5.2(a) of Schedule 10.2 (Events of Default and Termination Events) before
the due date for payment, the Post-RR SPF High Speed Milestone Payments shall be payable as
follows:
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3.5

(a) where the relevant Shadow Operator Annual Review was completed before the High Speed
Start Date:

(i) half of the Post-RR SPF High Speed Milestone Payments shall be payable on the
first Payment Date which falls more than five (5) Weekdays after the High Speed
Start Date; and

(i) half of the Post-RR SPF High Speed Milestone Payments shall be payable on the
first Payment Date which falls more than five (5) Weekdays after the High Speed
Established Services Date; and

(b) where the relevant Shadow Operator Annual Review was completed on or the High
Speed Start Date, such amount shall be payable on the first Payme a ich falls
more than five (5) Weekdays after the High Speed Established Servic te

provided always that (and for the avoidance of doubt) if the High Speed Stz e and/or the

High Speed Established Services Date do not occur within the Franchise§Period (irrespective of

the reason for such non-occurrence), after the end of the Franchise Pgriodmm'0 amounts (other

than amounts which were properly due and payable within the Franchise Period) will be payable
under paragraphs (a) (i) and/or (ii) and/or (b) as the case may be.

For the avoidance of doubt, for Payment Dates other than as fefer to in paragraphs 2.3, 3.3,
or 3.4 the Shadow Operator Performance Fee shall be zer 0).

>

\&\
&(b
S
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SCHEDULE 19

READINESS REVIEW, SWITCH REVIEW AND HIGH SPEED SERVICES REVIEW

Schedule 19.1: Readiness Review

Schedule 19.2: Switch Review

Schedule 19.3: Switch to Integrated Operator Provisions
Schedule 19.4: High Speed Services Review
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1.1

2.1

3.1

3.2

SCHEDULE 19.1

Readiness Review
Purpose of Readiness Review
The purpose of the Readiness Review is for the Secretary of State to undertake a cumulative
assessment of the Franchisee’s overall delivery of the Franchise, in order to ensure that the
Franchisee’s behaviours and performance to date are such that the Secretary of State is confident
that the Franchisee is capable of delivering the High Speed Services.
Timing of Readiness Review
The Readiness Review shall be carried out in accordance with this Schedule 19.1 d from the
date specified in the Readiness Review Notification, provided that the Readiness Review shall not
be completed:
(a) prior to:

(i) the Earliest Readiness Review Date; and

(i) completion of both the Latest Shadow Opera%ual Review and the Latest

Passenger Services Annual Review; or

(b) any later than twenty-six (26) Reporting PeriodS{rio the Anticipated High Speed Start
Date.

Factors assessed for Readiness Review

The Readiness Review is formed of the folloWi ctors:

(@) the scores awarded against Shadow Operator Area of Assessment in all Shadow
Operator Annual Reviews ludihg any Shadow Operator Annual Review to which
paragraph 1.4 of Sched .4%Shadow Operator Annual Review) applied) prior to the
Readiness Review (i he Latest Shadow Operator Annual Review) (“Shadow
Operator Readin w Scores”);

(b) the scores awagded nst each ICWC Criterion in the five (5) most recent ICWC Annual
Reviews (in ing, the Latest Passenger Services Annual Review where that is an ICWC
Annual Re \ICWC Readiness Review Scores”);

$C rded against each IOC Criterion in all IOC Annual Reviews prior to the Readiness
including the Latest Passenger Services Annual Review where that is an IOC
nUal Review) (“"IOC Readiness Review Scores”);

(©) (wherelthe'Readiness Review is completed after the Integrated Operator Start Date), the
e

the scores awarded against each Shadow Operator Area of Assessment in the Latest
Shadow Operator Annual Review (“"Latest Shadow Operator Annual Review Scores”);

(e) the scores awarded against each Passenger Services Annual Review Criterion in the Latest
Passenger Services Annual Review (“"Latest Passenger Services Annual Review
Scores”); and

(f) any ICWC Delivery Failure.

The Secretary of State may, in the Secretary of State’s discretion, convene one or more meetings
with the Franchisee for the purposes of discussing any of the factors described in paragraph 3.1
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4.1

4.2

4.3

5.1

5.2

of this Schedule 19.1. The date, time and location of any meeting shall be determined by the
Secretary of State and notified to the Franchisee in writing at least ten (10) days in advance of
the meeting.

Assessment at Readiness Review

The Readiness Review is passed where all of the following are satisfied:

(@) the mean average of all Shadow Operator Readiness Review Scores is equal to or greater
than 2.5;

(b) the mean average of all ICWC Readiness Review Scores is equal to or great an 2.5;

(c) (where the Readiness Review is completed after the Integrated OperatorSt Date) the
mean average of all IOC Readiness Review Scores is equal to or greatér thang.5;

(d) the Latest Shadow Operator Annual Review Scores are:
() “2" or higher for all four (4) of the Shadow Operator Area§ ofpAssessment; and
(ii) “3” or higher for at least three (3) of the Sha rator Areas of Assessment;
(e) the Latest Passenger Services Annual Review Scor re:

(i) where the Latest Passenger Services Ann% ew is an ICWC Annual Review: “3”

or higher for all ICWC Criteria; or %
(i) where the Latest Passenger Ser al Review is an IOC Annual Review:

(A) “2" or higher for all si the IOC Criteria; and
(B) “3"” or higher f@ast four (4) of the IOC Criteria; and
() there are, and have bee ICWC Delivery Failures.
Where the Readiness Revi i passed, the Readiness Review is failed and paragraph 5 of

this Schedule 19.1 appli

The Secretary of State Il notify the Franchisee in writing of the result of the Readiness Review
(whether it is pass m afled) as soon as reasonably practicable, and in any event no later than

ten (10) days Secretary of State’s determination of the result. On the giving of such
notification, Readiness Review is complete.
2
Cons & f Readiness Review being Failed
Wher Readiness Review is failed, the Secretary of State may terminate the Franchise
ment by serving a Readiness Review Failure Termination Notice on the Franchisee.

In the event of service of a Readiness Review Failure Termination Notice under paragraph 5.1 of
this Schedule 19.1 (subject to paragraph 5.3):

(a) the Shadow Operator Services shall, subject to paragraph 5.5, terminate with immediate
effect;

(b) the remainder of the Franchise Agreement shall terminate:
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5.3

5.4

5.5

5.6

5.7

5.8

(i) where the Readiness Review is completed prior to 1 April 2026, at 01:59 on 1 April
2026;

(i) where the Readiness Review is completed on or after 1 April 2026, at 01:59 on the
date specified by the Secretary of State in the Readiness Review Failure
Termination Notice, provided that such date shall not be less than twelve (12)
months after the date of service of the Readiness Review Failure Termination
Notice,

or, in each case, shall terminate with effect from such later date specified in any such
Readiness Review Failure Termination Notice.

The Secretary of State may by further notice in writing to the Franchisee n date of
termination in any Readiness Review Failure Termination Notice (of either theé Shad perator
Services, or the remainder of the Franchise Agreement, or both) by up twel 2) months
from the date originally specified, provided that:

(a) such further notice is served at least three (3) months prior taltheda iginally specified;

and
(b) the date of termination may only be extended once.

In the event of service of a Readiness Review Failure Ternpffinat Notice prior to the Integrated

Operator Start Date, the provisions of Schedule 15.2A Twelve (12) or Thirteen (13) Months
of Franchise Period and Other Conduct of Business){shall“apply and the period defined in
paragraph 1.1 of that Schedule shall be deemed tofCom ce on the earliest of the dates listed

in paragraphs (a) to (c) of that paragraph 1

0 v@w chedule or the date of service of the
Readiness Review Failure Termination Notijce.

Upon termination of the Shadow Operato
(Shadow Operations) shall apply.

Upon termination of the Franchis eement the obligations of the Parties shall cease except
for:
(a) any obligations arj result of any antecedent contravention of the Franchise

Agreement;

ices, paragraphs 20 to 22 of Schedule 18.1

(b) any obligatig &'ch are expressed to continue in accordance with the terms of the

Franchise A m% pent; and

(©) an r olligations which give effect to such termination or to the consequences of such
ter atign or which otherwise apply (expressly or impliedly) on or after such termination.

in this paragraph 5 shall prevent the Secretary of State from bringing an action against
isee in connection with the termination of the Franchise Agreement prior to the expiry
Franchise Term.

Where the Secretary of State elects, in the Secretary of State’s discretion, not to terminate the
Franchise Agreement under paragraph 5.1 of this Schedule 19.1, then if required by the Secretary
of State, the Franchisee shall enter into a Remedial Agreement in such form as the Secretary of
State specifies (and a failure or refusal by the Franchisee to enter into a Remedial Agreement in
such form shall constitute a Termination Event).
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6 Miscellaneous

6.1 Without prejudice to paragraph 4.5(a)(vii) of Schedule 12A (Financial Covenants and Bonds) and
paragraph 4.5(a)(vii) of Schedule 12B (Financial Covenants and Bonds), no contravention of the
Franchise Agreement shall occur solely by virtue of the failure of the Readiness Review.

6.2 Nothing related to the Readiness Review will relieve a Party of its obligations, constitute a waiver
of an obligation, or breach or right or entitlement or otherwise vary the terms of the Franchise
Agreement. The rights of the Secretary of State in paragraph 5 of this Schedule 19.1, and the
exercise of those rights, shall be without prejudice to the Secretary of State’s rights in any other
provision of the Franchise Agreement, including any right to serve a Termination Notice for any

(1/
C\)(\
®$

$ﬁ\
&(b
S
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1.1

1.2

2.1

2.2

2.3

3.1

SCHEDULE 19.2

Switch Review
Purpose of Switch Review and preparation
The purpose of the Switch Review is for the Secretary of State to confirm the Integrated Operator
Start Date, the IOC Cost Budget, the IOC Business Plan and the details of the switch to the

Integrated Operator Provisions.

Without prejudice to any other obligations of the Franchisee under this Agreement, the Franchisee

shall take all reasonable steps to finalise any of the matters to be confirmed by the Switch Review
(as set out in paragraph 3.1 of this Schedule 19.2) prior to the Switch Review Date. T ligation
shall include the provision of such documentation and information withinfsu e as the

Secretary of State may reasonably request and shall include permitting the*Secretary of State
(and the Secretary of State’s representatives and advisers) inspection ri ent to those
set out at paragraph 5 of Schedule 15.1A (Reletting Provisions) (mutati.

Timing of Switch Review

The Secretary of State may, at any time, notify the Franchi riting that the Switch Review
will be carried out and the date on which the Secretary of State expects the Switch Review to be

completed ("Switch Review Date”), provided that:
(a) the Switch Review Date shall not be earlier tha e icipated Switch Review Date;
(b) notification is given:

() at least one (1) month pri Switch Review Date; and

(i) not earlier than six (6) months prior to the Switch Review Date.
The Secretary of State may, in the etaPy of State’s discretion, convene one or more meetings
with the Franchisee for the purp iscussing any outstanding matters before completing the
Switch Review. The date, tim ation of any meeting shall be determined by the Secretary
of State and notified to th@ ee in writing at least ten (10) days in advance of the meeting.

Without prejudice o] right of the Secretary of State under the Franchise Agreement,
the Secretary of S y reasonably determine, to the extent not agreed as at the Switch
Review Date, any atters to be confirmed by the Switch Review (as set out in paragraph
3.1 of this S¢ | ).

Completion o e Switch Review and matters to be confirmed

T h*Review will be completed when the Secretary of State notifies the Franchisee in writing
th witch Review is complete and sets out in that notification:

(a) the Integrated Operator Start Date, provided that the Integrated Operator Start Date shall
not be:

() earlier than 02:00 on 1 April 2026;
(i) earlier than one (1) month after completion of the Switch Review; or

(iii) later than six (6) months after completion of the Switch Review;
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4.1

4.2

(b) to the extent confirmed as at the date of completion of the Switch Review, the Integrated
Operator Provisions, including all IOC Confirmed Obligations;

(c) the status of the drafts of the IOC Cost Budget, IOC Record of Assumptions and Forecast
IOC Revenue for the First IOC Year by reference to the process applicable under paragraph
10 of Schedule 18.1 (Shadow Operations);

(d) details of all Key Contracts intended to be in place on and/or after the Integrated Operator
Start Date and that are assumed in the draft of the IOC Cost Budget and included in the
draft of the IOC Record of Assumptions;

(e) a draft IOC Business Plan, for the First IOC Year, developed in accordance w aragraph
12 of Schedule 18.2 (Accepted Programme Specific Requirements);

(f) those aspects of the Integrated Operator Provisions (if any) that r. in confirmed
as at the date of completion of the Switch Review, includi o anding IOC
Confirmable Obligations, and for each such aspect:

() the proposed process for confirming that aspect (whi for the avoidance of
doubt, include the relevant aspect being determined by Secretary of State);
and

(i) the target date by which that process will befc ted; and

(9) confirmation that the Secretary of State has &v evidence in form and substance
satisfactory to the Secretary of State that chisee will comply, on and from the
Integrated Operator Start Date, with i i s in respect of the financial covenants
set out in paragraph 2 of Schedule 12B | Covenants and Bonds).

Further steps following completion of t itch Review

Following completion of the Switch I the Secretary of State may, in the Secretary of State’s
discretion, carry out one or more er reviews for the purposes of checking progress on the
processes notified under paragr .If) of this Schedule 19.2, to revise those processes or the
target dates notified under t raph, or to consider any update or Change to the matters

confirmed on completion tch Review.
Such further revie i e convening further meetings with the Franchisee. The date, time

and location of anyzmeeting shall be determined by the Secretary of State and notified to the
Franchisee in writi @ cast ten (10) days in advance of the meeting.

S

West Coast Partnership Page 144 of 163 Schedule 19.2
Franchise Agreement




VERSION 1.0X [VOL 4] FOIA 2000 PUBLIC REGISTER COPY

1.1

1.2

2.1

SCHEDULE 19.3
Switch to Integrated Operator Provisions
Integrated Operator Start Date
At and with effect from the Integrated Operator Start Date:

(@) the Integrated Operator Provisions shall take effect and be binding upon each of the
Secretary of State and the Franchisee; and

(b) (subject to paragraphs 1.2 and 2 of this Schedule 19.3) Schedules 1A, 2A and, 4A to 17A
(inclusive) of the Franchise Agreement shall cease to be effective and bindi on each
of the Secretary of State and the Franchisee.

Upon the Schedules listed in paragraph 1.1(b) of this Schedule 19.3 ceas
binding, the rights and obligations of the Parties under those Schedu

(a) any rights and obligations arising as a result of any antecede travention of those
Schedules;

(b) any current and continuing Remedial Agreement; and
(c) any obligations which apply, or continue to ap @cordance with the terms of the
Franchise Agreement (expressly or impliedly) onQor after such date.

Continuation of Schedules for ICWC Ter ransactions

Without prejudice to the generality of
provisions of the following Schedules shall,
and binding upon each of the Secretary of St
Integrated Operator Start Date:

1.2 of this Schedule 19.3, the following
extent stated below, continue to be effective
and the Franchisee at and with effect from the

P

(a) Schedule 8A (Payments)gtineluding any provision of any other Schedule supporting any
calculation in Schedul ments)) to the extent necessary to calculate and pay any
Franchise Paymen e espect of the ICWC Term;

(b) Schedule 9 | I and Other Consequences of Change) to the extent necessary to
apply the C ocess to any ICWC Change;

(c) Schedu medies, Events of Default and Termination) in respect of any antecedent

co tr nt of Schedules 1A, 2A and 4A to 17A (inclusive) of the Franchise Agreement
ding, any antecedent Event of Default or Termination Event);

( h le 11A (Franchise Performance Meetings and Management Information) to the
ent necessary to:

() ensure that a comprehensive set of the information required by Schedule 11.2A is
provided in respect of the ICWC Term; and

(i) an ICWC Annual Review is completed in accordance with Schedule 11.3A for the
final ICWC Performance Period;

(e) Schedule 15.4A (Provisions applying on and after Termination) in respect of the
Franchisee’s obligation to provide ticketing and related information under paragraph 7 of
that Schedule; and
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(f) Schedule 17A (Confidentiality and Freedom of Information) in accordance with paragraph
8 of that Schedule.
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1.1

2.1

SCHEDULE 19.4
High Speed Services Review
High Speed Services Preparation Obligations
The Franchisee shall no later than six (6) months prior to the Anticipated High Speed Start Date:
(@) provide the Secretary of State with a written notice from the ORR confirming that the
Franchisee has been granted (or will be granted) such Licences (or that the Franchisee’s

Licences have been amended or will be amended) as are necessary to opegate the High
Speed Services on and from the Anticipated High Speed Start Date;

(b) provide the Secretary of State with a written notice from the ORR ¢gon g that the
Franchisee has been granted such Safety Certificate and Safety A sa or that the
Franchisee’s Safety Certificate and/or Safety Authorisation ha bee ended) as

necessary to enable the Franchisee to operate the High Spe S\on and from the

Anticipated High Speed Start Date;

(c) have updated the Incident Response Plan to cover the High Spe ervices, and received

the approval of the Secretary of State to it (such appreyv t to be unreasonably withheld
or delayed);

eements and leases, in respect of
her stations as are necessary for
nd the Conventional Services on and

Depots, High Speed Stations, Managed Station
the Franchisee to operate the High Speed e
from the Anticipated High Speed Start q

(e) ensure that it has entered into an ntracts which are necessary for the delivery of
the High Speed Services and the Co nal Services on and from the Anticipated High
Speed Start Date and that the_countefparties to such Key Contracts have each entered

into a Direct Agreement wi Secretary of State in relation to the relevant Key
Contracts; and

(d) enter into such Connection Agreements, Acce& r
n

(f) be a party to the rele g Stock Related Contracts in respect of:
(i) all the rolli vehicles specified (or to be specified) in Table 1 (Original Rolling
Sto Ap ix 1 (The Composition of the Train Fleet) to Schedule 1.6B (The
Rolli toek); and
(i) ling stock vehicles specified (or to be specified) in Table 2 (Specified

dditional Rolling Stock) of Appendix 1 (The Composition of the Train Fleet) to
I \ edule 1.6B (The Rolling Stock).

Revi (o] tisfaction of High Speed Services Preparation Obligations

ch of the High Speed Services Preparation Obligations the Franchisee shall, on or prior to
the e that is six (6) months prior to the Anticipated High Speed Start Date, demonstrate to
the Secretary of State (in a manner satisfactory to the Secretary of State in form and substance)
that such High Speed Services Preparation Obligation has been satisfied. If the Secretary of State
considers that a High Speed Services Preparation Obligation has not been so satisfied, the
Secretary of State may promptly (and in any event within one (1) month) afterwards by service
of a notice on the Franchisee:

(a) waive the relevant High Speed Services Preparation Obligation pursuant to paragraph 2.4
of this Schedule 19.4 or set, by specifying in that notice:
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2.2

2.3

2.4

2.5

2.6

(i) a new date for satisfaction of that High Speed Services Preparation Obligation;
and/or

(i) a new Anticipated High Speed Start Date; or

(b) terminate the Franchise Agreement on the Anticipated High Speed Start Date or such
earlier date as the Secretary of State may specify in that notice (which shall constitute a
Termination Notice for the purposes of paragraph 5 of Schedule 10.2B (Events of Default
and Termination Events)).

If, in respect of any High Speed Services Preparation Obligation, the Franchisee has not satisfied
that High Speed Services Preparation Obligation by the Anticipated High Speed St Date, and

such High Speed Services Preparation Obligation has not been waived by the re f State,
the Secretary of State may promptly (and in any event within one (1) month) by ervice of a
notice on the Franchisee either:

(a) set, by specifying in that notice, either: Q

() a new Anticipated High Speed Start Date; or

(i) a new date for satisfaction of that High Spee es Preparation Obligation and
a new Anticipated High Speed Start Date; or

(b) terminate the Franchise Agreement with effect @n date as the Secretary of State
may specify in such notice (which shall constit a Termination Notice for the purposes

of paragraph 5 of Schedule 10.2B (Events and Termination Events)).

On service of a notice by the Secretary of Sta
Schedule 19.4, the Franchise Agreement

nt to paragraph 2.1(b) or 2.2(b) of this
mihate on the date specified in that notice.

The Secretary of State may in accord
satisfy any High Speed Services P
satisfaction of it in paragraph 1.1

ce with clause 14.1 (Waivers) waive the requirement to
tion Obligation prior to the relevant date stated for
hedule 19.4 or (if later) prior to the Anticipated High
Speed Start Date, attaching su ions as the Secretary of State considers appropriate. If
the Secretary of State so wai quirement to satisfy any High Speed Services Preparation
Obligation, the Franchisee | fy such High Speed Services Preparation Obligation, together
with any conditions att P@such waiver, as soon as reasonably practicable thereafter, or on
r

or prior to such other late as the Secretary of State may specify.

Where the Secrets
2.4 of this &c
new date
*
r&& State shall not be entitled to terminate the Franchise Agreement in accordance
graph 2.1(b) and/or 2.2(b) of this Schedule 19.4, where a Shadow Operator Delay Event
ed which has prevented the Franchisee from fulfilling one or more of the High Speed
reparation Obligations, provided that the Franchisee has and is complying with the
pro ns of paragraphs 12.7 to 12.9 and 12.11 of Schedule 18.1 (Shadow Operations) in respect
of the relevant Shadow Operator Delay Event.

ate sets a new date or dates pursuant to paragraph 2.1(a), 2.2(a) or
.4, the relevant provisions of this paragraph 2 shall apply again on such
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SCHEDULE 20

IOC CONFIRMABLE OBLIGATIONS

Schedule 20:

IOC Confirmable Obligations

Appendix 1: List of IOC Confirmable Obligations
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1.1

1.2

2.1

2.2

3.1

SCHEDULE 20
IOC Confirmable Obligations

I0OC Confirmable Obligations

In respect of each IOC Confirmable Obligation, the Secretary of State and the Franchisee intend
to confirm and incorporate into this Franchise Agreement a corresponding I0C Confirmed
Obligation, prior to the Switch Review Date.

The process for agreeing or determining the drafting of the relevant IOC Confirmed Obligation
and amending the Integrated Operator Provisions is set out in paragraph 8 (Contra lisation of
the IOC Confirmable Obligations) of Schedule 18.1 (Shadow Operations).

List of IOC Confirmable Obligations

The IOC Confirmable Obligations are listed in Appendix 1 to this Sch I Confirmable
Obligations).

Where relevant for an IOC Confirmable Obligation, Appendix 1 also contaifts details of the means
by which the IOC Confirmable Obligation is to be confirmed,, i ing any information, analysis

or other detail that is to support this.

Changes to Integrated Operator Provisions and I @rmed Obligations Changes

and Variations) which applies to all Integrated visions including to any I0C Confirmed

This Schedule 20 (IOC Confirmable Obligations) i ithout prejudice to Schedule 9B (Changes
e
Obligations Change.

N
&
S
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APPENDIX 1 TO SCHEDULE 20

List of IOC Confirmable Obligations

Reference

IOC Confirmable Obligation

1. | Schedule 1.1B (Franchise Services and
Development), paragraphs 6.1(a) and 6

Service
.1(b)

Routes on the Conventional Rail N

and the HS2 Network.

FOIA 2000 PUBLIC REGISTER COPY

of confirmation

To be included in the Integrated Services
SR and the Established Integrated Services
TSR issued by the Secretary of State under
paragraph 42 (Development of a TSR) of
Schedule 18.2 (Accepted Programme
Specific Requirements).

2. | Schedule 1.1B (Franchise Services and
Development), paragraph 14.1(c)

paragraph 4 ,\\

Service

\

Requirements rel 0 reasonable
expectation passengers on
the Conventi vices and High

Speed Sefwices

O

The Franchisee’s proposals shall be included
in the Draft Passenger Proposition submitted
by the Franchisee under paragraph 49
(Customer Community and Development of
Passenger Proposition) of Schedule 18.2
(Accepted Programme Specific
Requirements).

The Secretary of State shall determine the
obligation and confirm it to the Franchisee
along with the approval of the Draft
Passenger Proposition given in accordance
with paragraph 1.5(a) of Schedule 18.2
(Accepted Programme Specific
Requirements).

3. | Schedule 1.4B (Passenger F g igations),

Bespoke obligation to be proposed for
any format in addition to the Passenger’s
Charter in which the service
commitments to passengers will be set
out.

The Draft Passenger Proposition submitted
by the Franchisee under paragraph 49
(Customer Community and Development of
Passenger Proposition) of Schedule 18.2
(Accepted Programme Specific
Requirements) shall set out proposals for

West Coast Partnership
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Reference IOC Confirmable Obligation Means of confirmation

service mitments to passengers,
i i pensation for delays and poor
ance and whether this is to be set

ere another format is proposed for such
service commitments, the Franchisee shall
include the proposed drafting for a bespoke

obligation (to be included in Schedule 1.4B)

as part of the Draft Passenger Proposition,

0 along with a plain English note describing
that obligation and summarising and

explaining the proposed drafting.

® The Secretary of State shall determine the
obligation and confirm it to the Franchisee
along with the approval of the Draft
Passenger Proposition given in accordance
with paragraph 1.5(a) of Schedule 18.2

Q (Accepted Programme Specific

Requirements).

4. | Schedule 1.4B (Passenger Facing Obligatio m of Passenger’s Charter. The Franchisee’s proposals are to be
paragraph 4.1(a)(i) included in the Draft Passenger Proposition
submitted by the Franchisee under

paragraph 49 (Customer Community and

Development of Passenger Proposition) of

Schedule 18.2 (Accepted Programme
Q Specific Requirements).
L 2
\ The Secretary of State shall determine the
obligation and confirm it to the Franchisee

along with the approval of the Draft
Passenger Proposition given in accordance
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paragraph 4.3

Charter.

6. | Schedule 1.4B (Passenger Facing Obligations),
paragraphs 8.2(d) and 8.3

7. | Schedule 1.5B (Information about Passen
paragraphs 3.1 and 3.2

D

Reference IOC Confirmable Obligation Means of confirmation
with p ph 1.5(a) of Schedule 18.2
» Programme Specific
ents)
5. | Schedule 1.4B (Passenger Facing Obligations), | Publication requirements for Passenger N € ranchisee’s proposals are to be

ncliided in the Draft Passenger Proposition
ubmitted by the Franchisee under
paragraph 49 (Customer Community and
Development of Passenger Proposition) of

Schedule 18.2 (Accepted Programme
0 Specific Requirements).

The Secretary of State shall determine the
obligation and confirm it to the Franchisee
along with the approval of the Draft
Passenger Proposition given in accordance
with paragraph 1.5(a) of Schedule 18.2
(Accepted Programme Specific
Requirements).

ion requirements.

n of performance data | To be confirmed as part of the confirmation

of the IOC Performance Regime in Schedule
7B (IOC Performance Regime).

and rolling stock to which

Technology for obtaining and collating | In respect of the High Speed Rolling Stock,
information on the extent of the use by | the technology and fitment will be as
passengers of the Passenger Services | specified in the High Speed Rolling Stock

itis to be fitted. | MSA.

In respect of the Conventional Rolling Stock,
the Franchisee’s proposals are to be included
in the Conventional Rolling Stock and Depot
Strategy to be submitted by the Franchisee
under  paragraph 37 (Proposal of
Conventional Rolling Stock and Depot

West Coast Partnership
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Reference

IOC Confirmable Obligation

Means of confirmation

Strateg Schedule 18.2 (Accepted
m pecific Requirements). The
ry of State shall determine the
ign and confirm it to the Franchisee

ith paragraph 1.5(a) of Schedule 18.2
(Accepted Programme Specific
Requirements).

8. | Schedule 1.6B (The Rolling Stock), Appendix 1

Composition of the Train @Q

In respect of the High Speed Rolling Stock,
the Franchisee’s proposals are to be included
in the Required Output Report to be
submitted by the Franchisee under
paragraph 33 (Advice in Relation to Exercise
of Priced Options under High Speed Rolling
Stock MSA) of Schedule 18.2 (Accepted
Programme Specific Requirements).

The Secretary of State shall determine the
obligation and confirm it to the Franchisee
along with the approval of the relevant
Required Output Report given in accordance
with paragraph 1.5(a) of Schedule 18.2
(Accepted Programme Specific
Requirements).

In respect of the Conventional Rolling Stock,
the Franchisee’s proposals are to be included
in the Conventional Rolling Stock and Depot
Strategy to be submitted by the Franchisee
under  paragraph 37 (Proposal of
Conventional Rolling Stock and Depot
Strategy) of Schedule 18.2 (Accepted

West Coast Partnership
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Reference

IOC Confirmable Obligation

Means of confirmation

Progra pecific Requirements).

cretary of State shall determine the
i and confirm it to the Franchisee

with paragraph 1.5(a) of Schedule 18.2
(Accepted Programme Specific
Requirements).

Schedule 2.5B (Transport, Travel and Other
Schemes), Appendix 1, paragraph 1.1

List of concessionary trav&.

>

The Railway Schemes in respect of the High
Speed Services and/or Conventional
Services will be as advised to the Franchisee
in writing under paragraph 1 (Entry into and
co-operation with Railway Schemes) of
Schedule 18.3 (Transitional Programme
Specific Requirements).

10.

Schedule 2.5B (Transport, Travel and Other
Schemes), Appendix 1, paragraph 2.1

11.

Schedule 2.5B (Transport, Travel ther
Schemes), Appendix 1, paragraph 4

S

List of multi-modal fares schemes.

O

The Railway Schemes in respect of the High
Speed Services and/or Conventional
Services will be as advised to the Franchisee
in writing under paragraph 1 (Entry into and
co-operation with Railway Schemes) of
Schedule 18.3 (Transitional Programme
Specific Requirements).

List of Inter-Operator Schemes.

The Railway Schemes in respect of the High
Speed Services and/or Conventional
Services will be as advised to the Franchisee
in writing under paragraph 1 (Entry Into and
co-operation with Railway Schemes) of
Schedule 18.3 (Transitional Programme
Specific Requirements).

West Coast Partnership
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Reference

IOC Confirmable Obligation

Means of confirmation

12.

Schedule 5B (Fares)

Fares regime for the Conventional
Services and High Speed Services during
the Integrated Operator Period, including
any:

(a) obligations to
Fares;

(b) regulations _relating
Fares;
(c) changes Gr s and
regulatiens;
ny es
ri s; and

rmation and
onitoring requirements.

(d)

selling

The Fra e shall submit to the Secretary
o] t Fares Delivery Plan under
paragraph 51 (Fares Options Analysis) of

18.2 (Accepted Programme
i Requirements), to include a plain
ish note describing the Recommended
Option(s) and summarising and explaining
the proposed drafting for Schedule 5B
(Fares) to reflect the Recommended
Option(s).

The Secretary of State shall determine the
option to apply to the Conventional Services
and High Speed Services, based on the Fares
Delivery Plan or otherwise, and determine
the obligation and confirm it to the
Franchisee in writing.

13.

Schedule 6.2B (Committed Obligations), Part | C

1(b), paragraph 1

D

n of Committed Obligation
to creation of an internal High
Business Unit, and/or other
arable business unit(s).

The Franchisee shall submit to the Secretary
of State the Integrated Operator Business

Report under paragraph 9 (Business
Structure Proposal) of Schedule 18.2
(Accepted Programme Specific
Requirements), to confirm or propose

amendments to the drafting for a Committed
Obligation relating to structuring a High
Speed Business Unit and, where
amendments are proposed, include a plain
English note describing the amendments and
summarising and explaining the proposed
drafting for the Committed Obligation.

The Secretary of State shall determine the
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Reference

IOC Confirmable Obligation

Means of confirmation

relevan

mitted Obligation(s), based on
Operator Business Report or
and confirm it to the Franchisee

1(b)

D

14. | Schedule 6.2B (Committed Obligations), Part

\

1. Committed Obligations in resp
the following
Proposition Aspects:

each of

(a)

(b)

(d)

Passeng

the structure proach to

defining th n{ to end
customergaurnéey;

the &o be offered to

s on trains

| the approach to

and catering) and at
ions (including retail
ervices) served by the
Passenger Services;

the information to be
provided at each stage of

the customer journey,
including in times of
planned and unplanned
disruption;

the strategy for ticketing
and ticket retail, including
business and commercial

models for retailing,
retailing and  journey
validation systems, and

integration with existing

he Franchisee’s proposals shall be
included in the Draft Passenger Proposition
submitted by the Franchisee under
paragraph 49 (Customer Community and
Development of Passenger Proposition) of
Schedule 18.2 (Accepted Programme
Specific Requirements), to include proposed
drafting and a plain English note describing
the Recommended Option(s) and
summarising and explaining the proposed
drafting for each proposed Committed
Obligation.

The Secretary of State shall determine the
obligations that are to become Committed
Obligations and confirm those to the
Franchisee along with the approval of the

Draft Passenger Proposition given in
accordance with paragraph 1.5(a) of
Schedule 18.2 (Accepted Programme

Specific Requirements).
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Reference

IOC Confirmable Obligation

Means of confirmation

15.

rail and multi-modal
systems;

(e) the strategy for pricing an
Yield Management;

() the strategy for reven
protection;

(9) the strategy C mer
reIationshipG ement;

and

the y for mobile

ions services.

ations in respect of
he Integrated Services

Security Pla nd/or the HS2 Security

Plab

2. The Franchisee’s proposals shall be
included in the Integrated Services Security
Plan submitted by the Franchisee under
paragraph 44 (Development of the
Integrated Services Security Plan) of
Schedule 18.2 (Accepted Programme
Specific Requirements) and/or in submitting
comments on the HS2 Output Report in
respect of the HS2 Security Plan under that
paragraph of that Schedule.

The Secretary of State shall determine the
obligations that are to become Committed
Obligations and confirm those to the
Franchisee along with the approval of the
Integrated Services Security Plan given in
accordance with paragraph 1.5(a) of
Schedule 18.2 (Accepted Programme
Specific Requirements) and/or the approval
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Reference

IOC Confirmable Obligation

Means of confirmation

16.

of the
5 0

utput Report under paragraph
Schedule.

3. Committed Obligation in respect of th
scope and form of any role an
involvement of the Franchis
cooperating with HS2 Limited to emab
the delivery of HS2 Limited’s obligatio
under the Development r ent
respect of HS2 Phase 2b, on f the

High Speed Established SG Date.

17.

Schedule 6.2B (Committed Obligations), Part | All

1(b)

As ed by the Parties.

addition
arising out
Services
Secretary
Services,

ed Obligations
h hadow Operator
heswise required by the
te for the Franchise
Conventional Services
e High Speed Services.

18.

Schedule 6.3B (Service Quality Regime)

D

As notified by the Secretary of State from
time to time, in the form of proposed drafting
under paragraph 8.1(c) (Contractualisation
of the IOC Confirmable Obligations) of
Schedule 18.1 (Shadow Operations).

mation of any service quality
ime (or equivalent) for the Franchise
Services, the Conventional Services
and/or the High Speed Services.

The Franchisee’s proposals for quality
management systems to ensure that the I0C
Benchmarks are achieved shall be included
in the Integrated Operator Business Plan
submitted by the Franchisee under
paragraph 12 (Development of an Integrated
Operator Business Plan) of Schedule 18.2

(Accepted Programme Specific
Requirements).
The Secretary of State shall determine

whether or not a service quality regime (or
equivalent) is required. If a service quality
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Reference

IOC Confirmable Obligation

Means of confirmation

19.

Schedule 7B (IOC Performance Regime)

Benchmarks, including:

(a)
(b)

()

\>

(e)

any operation
performance i

any QJ rational
perfor| ce gime for
the Hi ed Services;

omer experience

engagement and
senger satisfaction (or

imilar) measurement for
the Conventional Services;

any customer experience
and engagement and
passenger satisfaction (or
similar) measurement for
the High Speed Services;
and

any benchmarks or floor
levels in respect of any
operational performance
regime.

ecretary of State under paragraphs 8
(Contractualisation of the IOC Confirmable
Obligations) and 9 (Contractualisation of the
I0C Benchmarks) of Schedule 18.1 (Shadow
Operations).

The Secretary of State shall take into
account the High Speed Operational
Performance Criteria Plan submitted by the
Franchisee under paragraph 46 (High Speed
Operational Performance Regime and High
Speed Operational Performance Criteria) of
Schedule 18.2 (Accepted Programme
Specific Requirements), the High Speed
Operational Regime Proposal and the NR
Performance Regime.

In addition, the Draft Passenger Proposition
submitted by the Franchisee under
paragraph 49 (Customer Community and
Development of Passenger Proposition) of
Schedule 18.2 (Accepted Programme
Specific Requirements) shall include an
approach and methodology for ongoing
measurement of passenger satisfaction
across all Passenger Services to deliver more
granular and regular results and with a wider
sample size than the National Rail Passenger
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Reference

IOC Confirmable Obligation

Means of confirmation

20.

Schedule 11.2B (Management Information),

paragraph 3.1

21.

\

b

Survey.v

Inbrespect of the approach and methodology
Ing measurement of passenger
sfaction, the Secretary of State shall
detérmine the obligation and confirm it to
he Franchisee along with the approval of the
Draft Passenger Proposition given in
accordance with paragraph 1.5(a) of
Schedule 18.2 (Accepted Programme
Specific Requirements).

>

Roles to be included i onnel on

and from High Spm Date

The Franchisee’s proposed roles for Key
Personnel on and from the High Speed Start
Date shall be included in the Integrated
Operator Business Plan submitted by the
Franchisee under paragraph 12
(Development of an Integrated Operator
Business Plan) of Schedule 18.2 (Accepted
Programme Specific Requirements).

The Secretary of State shall confirm the
required roles to the Franchisee along with
the approval of the Integrated Operator
Business Plan given in accordance with
paragraph 1.5(a) of Schedule 18.2
(Accepted Programme Specific
Requirements).

Schedule 11.2B (Manage ormation),

paragraph 16.2 (a) and Ap d , paragraphs

1and?2 \

Confirm Environmental Impact
Monitoring Dataset and Environmental
Impact Targets in Appendix 1, and list in

To be included in the Environmental
Information Plan in accordance with
paragraph 47.5 (Development of the

Franchise Agreement

relation to determining performance in | Integrated Services Sustainable
paragraph 16.2(a), for the Franchise | Development Strategy) of Schedule 18.2
(Accepted Programme Specific
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Reference

IOC Confirmable Obligation

Means of confirmation

during the Integrated Operator Term.

Require

), subject to such revisions as
of State may require under
2.4(b) of Schedule 18.2
Programme Specific

22.

Schedule 11.2B (Management
Appendix 2, paragraph 1.5

Information)

Table of
information.

operational

To be confirmed as part of the confirmation
of the IOC Performance Regime in Schedule
7B (IOC Performance Regime).

23.

Schedule 13.1B (Rail Industry Initiatives and Co-
operation), Appendix 1

List of Community Rail Pa@Q

>

The List of Community Rail Partnerships in
respect of the High Speed Services and/or
Conventional Services will be as advised to
the Franchisee in writing under paragraph 1
(Entry into and co-operation with Railway
Schemes) of Schedule 18.3 (Transitional
Programme Specific Requirements).

24.

Schedule 14.3B (Key Contracts), Appendix 1

\

25.

List of Key Contracts

To be updated by the Secretary of State to
carry forward, and/or add to or update, the
list in Appendix 1 to Schedule 14.3A (Key
Contracts) (as amended in accordance with
paragraph 1.3 of that Schedule), to include
all Key Contracts intended to be in place on
and/or after the Integrated Operator Start
Date and that are assumed in the I0OC Cost
Budget and included in the IOC Record of
Assumptions.

Schedule 14.4B (Designati of§y, Franchise

Assets), Appendix 1 V'S

List of Primary Franchise Assets

To include all Primary Franchise Assets
included in the list in Appendix 1 to Schedule
14.4A (Designation of Franchise Assets) on
the day immediately prior to the Integrated
Operator Start Date.
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Reference IOC Confirmable Obligation Means of confirmation
26. | Schedule 14.6B (Residual Value Mechanism), | List of the RV Assets To be pleted in accordance with
Appendix 1 p a .8(b) (First IOC Year Budget
Setting Process) of Schedule 18.1 (Shadow
eratighs).

Q
R
o

$Q
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