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1. Section 1: Introduction

1.1 Introduction

1.1.1 This Invitation to Tender, its appendices, all documents issued with and in
connection with it and all clarification questions and responses releva%
thereto (together the “ITT”) are issued by the Department for Transpor,
“Department”) pursuant to the functions of the Secretary of
Transport (the “Secretary of State”) under the Railways Act 1 %he
Railways Act 2005, as amended. All references in this docum o the
Department, Network Rail or the Office of Rail Regulation {ORR”) include,

where appropriate and unless the context otherwise iresyreferences to
those bodies’ predecessors and successors. Refere%nis document to
a “Bidder” means those entities who pre [ to bid for the
TransPennine Express Franchise following theW\process set out in the

TransPennine Express Pre-Qualificati uestionnaire and Pre-
Qualification Process Document pub 6 June 2014.

1.2 Form of contract ) E

1.2.1 This ITT invites Bids from ers In respect of a service concession contract
(as that term is de in"the Public Contracts Regulations 2006 (as
amended)). This | s part of a competitive procurement conducted in
accordance with ant legal requirements including Regulation (EC) No
1370/200Z of ropean Parliament and of the Council of 23 October
2007 i® passenger transport services by rail and by road and
re Council Regulations (EEC) Nos 1191/69 and 1107/70

@ion (EC) 1370/2007"). This procurement will be conducted in line
he applicable general principles of EU law and the requirements of

& glish law. It will be awarded on the basis of the most economically

\ advantageous tender, determined in accordance with the evaluation criteria
and methodology specified in Section 7 (Evaluation criteria and
methodology).

1.3 Exceeding the Department’s requirements

1.3.1 The Department is seeking ambitious and innovative Bids which are also
deliverable. The competition evaluates and values quality in two ways:



1.3.2

1.4
1.4.1

1.5
1.5.1

N

By offering Bidders the opportunity to meet (and, where appropriate,
exceed) the Department's minimum requirements for the TransPennine
Express Franchise (“TransPennine Express”, “TPE” or “Franchise”) set
out in this ITT; and

By assessing the deliverability of the proposals put forward by Bidders
based on the evidence they have provided.

More information on how Bids will be evaluated is set out in subsection (Z§)
Communications (]{Q

Save to the extent permitted by this ITT or agreed in advance¥with the

Department and without prejudice to the provisions of sebsection 3.9 (Bidder
clarification questions), Bidders will ensure that co ieations from or on
t

behalf of Bidders and their Associated Entities

Secretary of State

and/or the Department in respect of this ITT e TransPennine Express
Franchise are made through AWARD (a Cri further in subsection 3.9
(Bidder clarification questions)) or b 0 tpe@dft.gsi.gov.uk. No other

methods of communication are pexmittedwnless agreed with the Department
in advance. For the purpose o% , ‘Associated Entity” shall have the

meaning given in the FLPA betwe

the Bidder and the Secretary of State

in respect of the TransPennige Express competition.

Structure of t

This ITT pro

VN?
Th nd objectives of the TransPennine Express Franchise

2 (Scope and objectives));
% ation and instructions to Bidders (including instructions on how to

access the detailed information available regarding the TransPennine
Express Franchise and the processes for enquiries, communications,
amendments and clarifications to the ITT during the Bid period) (Section
3 (Information and instructions to Bidders));

An explanation of the requirements for Bid submission (including the
format, content and procedure and timetable for submission of Bids) and
of the expected process following Bid submission (Section 4 (Explanation
of requirements for Bid submission and overview of process following Bid
submission));



iv. Detailed Bid submission requirements — Delivery Plans (Section 5
(Detailed Bid submission requirements — Delivery Plans));

v. Detailed Bid submission requirements — Financial (Section 6 (Detailed
Bid submission requirements — Financial)); and

vi. The evaluation criteria and methodology to be applied to the Bids that
are received (Section 7 (Evaluation criteria and methodology)).

1.6 Other documents Q(L

1.6.1 For the purpose of the TransPennine Express competition, this% aces
and supersedes in their entirety both the Department’s &cum ts “The

Franchise Competition Process Guide” published o e 2013 and
TransPennine Express Prospectus published on 9 14. Accordingly,
t

in the event of any inconsistency between eithv se documents and

this ITT, the terms of this ITT will prevail. 0

1.7 Franchise Letting Process Agree

1.7 This ITT should be read in co 'ur%ith the Franchise Letting Process
Agreement (“FLPA”) which, W’h‘ limiting any aspect of this ITT, shall
continue in full force and ct. Bidders are expected to ensure compliance
with the FLPA.

1.8 Commence t e TransPennine Express Franchise
1.8.1 The De efit’'s aim is for the new TransPennine Express Franchise to
com operations with effect from 02:00 hrs on 1 April 2016.
1.9 ility for costs, updates and termination
1.9 e Department is not and shall not be liable for any costs incurred by those

expressing an interest or negotiating or tendering for this contract, their
Associated Entities or any other person. The Department reserves the right
not to award a contract, to make whatever changes it sees fit to the structure
and timing of the procurement process (including issuing updates and
amendments to this ITT), to cancel the process in its entirety at any stage
and, where it considers it appropriate to do so, make a direct contract award
pursuant to Articles 5(5) or 5(6) of Regulation (EC) 1370/2007.



1.10 Defined terms

1.10.1  Unless the context otherwise requires and save as provided in the glossary
at Appendix 1 (Glossary of Terms), capitalised terms used in this ITT shall
have the same meanings given to them in the draft Franchise Agreement

provided with this ITT.



2. Section 2: Scope and objectives

2.1 Scope of the TransPennine Express Franchise

2.1.1 The TransPennine Express Franchise comprises the Franchise Services set
out in Schedule 1.6 of the Franchise Agreement.

2.2 Franchise Objectives Q(L

2.2.1 Table 2.1 shows the franchise objectives as described in the T%
Express Prospectus. 4
Table 2.1. TransPennine Express Objectives
e Help the economy of the north of England to thrive by %ompetitive inter-
regional rail services between urban centres, providing igieNt passenger capacity

and expanding rail’'s mode share

nine

e Realise the benefits from rail investment in,the nodh of England, ensuring the
successful delivery of journey time, frequen ity and connectivity benefits for
passengers

e Deliver excellence in customer \' through all aspects of the passenger
journey including consistently high sta s of performance and efficiency in the
operation of train services

s and help reduce overall industry costs by
the rail industry

e Secure whole industry
working in partnership

e Support local com ities to help deliver local transport integration, local
regeneration and ent at and around stations

e Improve '@’ andyenvironmental sustainability to reduce carbon emissions, use
iently, and build skills and capability within the business and the supply

\ the Department has articulated in Section 5 (Detailed Bid submission
requirements — Delivery Plans) of this ITT.

10



3.1
3.1.1

3.2

3.2.1

3.2.2

3.2.3

Section 3: Information and instructions to
Bidders

Applicability of this document

This ITT invites Bids only from those Bidders who have successfully
qualified to submit a Bid under this ITT. :

Accuracy of information and liability of the Departm!n'tbﬁd its

representatives . !

This ITT is not a recommendation by the Departm any other person,
to enter into any agreement or to make any investment decision. In
considering any investment in a franchise, Bi ck%ould make their own
independent assessment and seek their own pr ional financial and legal
advice.

Neither this ITT nor AWARD purp tozcontain all of the information that a

prospective Franchisee or shareho ay require. Neither the Department,
nor any of its employees, agents dvisers, makes any representation or
warranty (express or imphed), and no such representatives have any

authority to make su resentations and warranties, as to the accuracy,
reasonableness or leteness of the information contained either in this
ITT or on AWARD:?

expressly disclaims any and all liability (other than in
ulent misrepresentation) based on or relating to any such
r representations or warranties (express or implied) contained

D, or based on or relating to the recipient’s use of it, or the use of it

in ‘iiiili D
i rs in, or omissions from, this ITT or the information contained in
&g

N

3.2.4

any of its Affiliates or the respective representatives of any of them in the
course of its or their evaluation of any franchise or any other decision. In the
absence of express written warranties or representations as referred to
below, the information in this ITT and the information on AWARD shall not
form the basis of any franchise agreement or any other agreement entered
into in connection with the replacement or acquisition of a passenger rail
franchise.

TRL Halcrow, Eversheds LLP and Ernst and Young LLP are acting for the
Department in relation to the award of the TransPennine Express Franchise.

11



TRL  Halcrow, Eversheds LLP, Bevan Brittan LLP and
PricewaterhouseCoopers LLP are acting for the Department in relation to

the award of the Northern Franchise. Because of the interlinked nature of

the TransPennine Express and Northern Franchises, the advisors do not and

will not regard any other person as their client in relation to the award of the
TransPennine Express Franchise. They are not, and will not be, responsibl

to anyone other than the Department for providing the protections affor e%
to their clients or for advising on the contents of this document or an tter
referred to in it.

3.2.5 Without prejudice to the provisions of the FLPA and the confirn% given
in the Form of Tender, no contract or legal obligation shalliresult¥rom any
disclosure of information or other communication t epartment in
connection with this Franchise letting process, inclu issue of this ITT,
or from the reliance of any person on any info ' o disclosed or any
such communication. No disclosure of informatiofl or other communication
by the Department in connection with Franchise letting process will
constitute an offer or an acceptance ehalf of anyone.

3.2.6 Without prejudice to the provision LPA and the confirmations given
in the Form of Tender, the o% rmation provided by the Department
which will have any legal effect /or upon which any person may rely will
be such information 4 as has been specifically and expressly
represented and/ogwakanted in writing to a successful Bidder in the relevant
Franchise Agreement o¥in any other relevant agreement entered into at the

ranchise Agreement is entered into or becomes

othing in this ITT is intended to create a contract between

State and any Bidder.

3.3 tual property

3. is document is subject to copyright. The information in this document may
be published, transmitted, copied or distributed only in accordance with the
terms of the Open Government Licence, including the conditions and
exemptions therein. Failure to comply with the conditions of the Open
Government Licence shall result in the rights granted to you thereunder
ending automatically.

12



3.4 Industry consultation and disclosure of information in Bids

3.4.1 Bidders should be aware that, following the submission of Bids, the
Department may consult Rail North, HM Treasury, ORR, Passenger Focus,
Rail Safety and Standards Board and Network Rail (including without
limitation to the extent set out in Section 7 (Evaluation criteria and
methodology)). The Department may also consult such other persons as
considers necessary or appropriate for the purposes of evaluating Bid %
entities in this subsection 3.4.1 being collectively referred to as “Co %
and each separately referred to as a “Consultee”). r%

3.4.2 Accordingly, the submission of a Bid will constitute permission by t idder
and its Associated Entities for the Department to discloge t@ any Consultee

all or any of the information contained in, or supplie onnection with, its
Bid (including in any response to any clarificatioy@u issued by the

Department). Y\
3.4.3 In addition, Bidders are reminded that in @ evelop and agree Track
Access Agreements and Station Access itions, Network Rail may need

to consult Consultees and that this faroceéss may involve disclosure or
discussion of relevant aspects, of ids. Bidders and their Associated
Entities are required to cooper% these consultations.

3.5 Non-compliant Bids

3.5.1 A Bid may be nowg;C nt if it is submitted late, is incorrect or incomplete,
or otherwise llow the Department’s instructions set out in this ITT,
or if on limination events in subsection 3.6 occurs, whether or not

the IT y states that failure to meet a particular requirement will lead
toe g deemed non-compliant.
3.5.2 I Department considers that a Bid may be non-compliant, it may (but it
& not obliged to) seek additional information or clarification from the relevant
\ Bidder in accordance with subsection 4.13.2 (Engagement with Bidders and
evaluation clarification process).

5.3 Where a Bid is found to be non-compliant (if applicable further to the process
described in subsection 3.5.2), subject to subsection 3.6 (Automatic
elimination), the Department may at its sole discretion reject the Bid and
disqualify the Bidder who has submitted that Bid from the competition.

3.54 Where the Department decides not to reject the Bid, it may evaluate the Bid
and:

13



i. Take into account the effect of the non-compliance in all relevant
elements of the evaluation (including, without limitation, in the allocation
of evaluation scores and in the Financial Robustness Test); and

ii. May also, where appropriate, adjust the value of P used in the calculation
of the Final Score in accordance with subsection 7.2 (Definition of MEAT
for the competition) as necessary to take into account its reasonable vieQ

of the most likely financial impact of the non-compliance o
Department;

except that the scoring of the Bid (including both P and Q in

subsection 7.2) may not be improved as a result of the process out in
this subsection 3.5.4. 4

3.5.5 Where the Department determines that it is not app. te to reject the Bid,
or to evaluate the Bid and address the non-compliance,through the process
set out in subsection 3.5.4, the Department will at'its"s0Ole discretion take any
other action it considers necessary and ro e in the circumstances,
including:

i. Disregarding the non-compliange;

ii. Adjusting the requirementﬁ his ITT, and giving all Bidders the
opportunity to adjuste.or te their Bids to reflect the revised
requirements; or

iii. Requiring any Bidders to adjust or update their Bids so that they
are compliant:

3.5.6 Bidders
in the

, Wwhen submitting their Bids, to list in the format set out
Table 3.1 (Format of Non-Compliance Statement), all
reg iengs of this ITT with which they are not able to confirm compliance
i % e time of Bid submission. Full details of the reasons for the non-
iance should be given.

le 3.1. Format of Non-Compliance Statement

Requirement of the ITT with which the Bid is non-compliant Full details

3.5.7 Where the Bid is found to be non-compliant in accordance with subsection
7.5 (Modelling Change tests) or subsection 7.10 (Delivery Sub-Plan non-
compliance) (and, for the avoidance of doubt, this includes circumstances in
which a Bid is found to be non-compliant in accordance with subsection 7.5

14



or subsection 7.10 as a result of the application of the process set out in
subsection 3.5.4), the Department will at its sole discretion take any other
action it considers necessary and appropriate in the circumstances,
including:

i.  Eliminating the Bidder from the competition;

ii. Disregarding the non-compliance;

iii. Adjusting the requirements of this ITT, and giving all Bidder%:

opportunity to adjust or update their Bids to reflect the‘

requirements; or (}
iv. Requiring any or all Bidders to adjust or update their ads so%that they

are compliant.

3.5.8 Where a Bid is found to be non-compliant in accord@nce”with subsection
6.3.6 (Financial Templates), the Department s identify the prices and
assumptions it considers more credible for th nsion Period in relation
to that Bid, which may be different ear 7 Assumptions (the
“‘Proposed Extension Period As ns”). Unless the Proposed
Extension Period Assumptions ar r 7 Assumptions, the Department

shall inform the Bidder of the P ed Extension Period Assumptions and
its rationale for the Proposgd Extefision Period Assumptions.

3.5.9 The Bidder will ha ing days (or such longer period as the
Department may s@egi comment on the Department’s rationale behind
the Proposed sion Period Assumptions. After considering any
comments pr by the Bidder, the Department shall specify the prices
and as tioRs (the “Final Extension Period Assumptions”) which the

Bid | use to update its Modelling Suite so that it is consistent with the
' nsion Period Assumptions. For the avoidance of any doubt, the
Fi tension Period Assumptions may be the same as the Proposed
& tension Period Assumptions or may be such other prices and assumptions
\ which, having considered the Bidder's comments on the Proposed Extension
Period Assumptions, the Department has concluded are more credible. The
revised Modelling Suite will be used for the purposes of Franchise Payments
and other relevant financial amounts in the Franchise Agreement.

3.5.10 The disqualification or elimination of a Bidder in accordance with this
subsection 3.5 (Non-compliant Bids), subsection 3.6 (Automatic elimination)
or subsection 3.7 (Right to disqualify Bidders) will not prejudice any other

15



civil remedy available to the Department and will not prejudice any criminal
liability that such conduct by a Bidder may attract.

3.5.11  Bidders should note that, where their Bid is not compliant with the terms of
the Franchise Signature Documents as issued by the Department from time
to time throughout the competition, they will nevertheless (if successful) be
required to execute and comply with the terms of the Franchise Signatur@

Documents as required by the Department. (L

3.6 Automatic elimination
3.6.1 Table 3.2 lists the events which will trigger the autom imina#fon of a

atictel
Bidder from the bidding process (and for the avoidancecl&bt subsection
3.5.10 will apply).

Table 3.2. Elimination events

Elimination event

A Bidder uses MOIRA 2, its component part
revenue impacts, timetable changes, cro
3.14 (MOIRA 2).

A Bidder submits Financial Templategw
in the latest iteration of the templates

subsection 6.3.6.2.

y other purpose — see subsection

do not conform with the structure as set out
ided or specified by the Department — see

A Bidder is projected in | k Adjusted Financial Model to breach the 1.05:1 Financial
Ratio (after taking in unt’any Materiality Threshold) at any point during the Core
Franchise Term — bsection 7.6 (Evaluation of Financial Robustness).

3.7 Right lify Bidders

3.71 T -@ affment also has the right to disqualify a Bidder (and for the
dance of doubt subsection 3.5.10 will apply) where:

|
&has the right to do so under the terms of the FLPA; or
\ i

. At any time prior to the completion of the Franchise Agreement the Bidder
is unable to satisfy the requirements for pre-qualification carried out as
part of the TransPennine Express pre-qualification process.

3.8 Data Site and AWARD

3.8.1 The Department has established a web based data site for each of the
TransPennine Express and Northern franchises (together the “Data Site”)
and a portal, all of which are operated by QinetiQ Commerce Decisions and

16



are known as “AWARD”. The Data Site contains, in electronic form,
documents and information specifically relating to the respective franchise,
including incumbent operator information. Additionally, AWARD will be used
for BCQs and Bid submission, evaluation and clarification. Short-listed
Bidders have been granted access to AWARD.

3.9 Bidder Clarification Questions @

3.9.1 All clarification questions and requests for additional information r (L
this ITT, the TransPennine Express Franchise and the Fra mng

process (“BCQ”) must be submitted by Bidders via the A bsite.

BCQs should be accompanied by an explanation o y the relevant

question has been raised so that the Department un andstthe context of

the question. BCQs should clearly identify the Da’ge—blder, document

and text for which clarification is being sought.

3.9.2 The status of all BCQs raised by each luding responses when
available, will only be provided to Bidd ugh the AWARD website.
Once Bidders have submitted BCQs%n the AWARD website a unique
clarification question identification r will be generated. Bidders will be
able to track the progress of e% Q that is not designated confidential
through the AWARD websitg, incliding BCQs raised by other Bidders.

3.9.3 The Department will mit to all other Bidders and to Bidders for the

Northern franchise\(Without reference to the identity of the Bidder which
u n) BCQs raised and responses made, with the
e deemed confidential as provided in the next subsection
Bidders will be able to access BCQs raised and answered
rn franchise competition.

in r

3.9.4 A @may request that the Department treat a BCQ and its response as
onfidential. Confidential BCQs are BCQs where the questions are not made
available to other Bidders and the responses will only be shared with the
\ Bidder raising the BCQ. Any such requests must be made clear at the time
of submission of the BCQ. The Department will advise the Bidder in advance
of providing the answer if it considers that all or any part of the BCQ cannot
be treated as confidential, and close that question. The Bidder may either
submit an amended question to be treated as confidential, which would be
considered by the Department in the same manner as the original question,

or raise a new question to be treated as a non-confidential BCQ.

17



3.9.5 Bidders must ensure clarity as to the expected source, scope and format of
the material requested pursuant to a BCQ (e.g. passenger count details by
period, by service group for the last year).

3.9.6 The Department will aim to respond to BCQs expeditiously having regard to
the nature, extent and availability of the information requested. The
Department will endeavour to respond to BCQs within 15 working days fro%
receipt.

3.9.7 Bidders should be aware that BCQs may not be accepted from 2 [
days prior to the closing date for Bid submission, save in rerx0 ew
at

information provided after this point. Therefore the lagt r the
submission of BCQs for the TransPennine Express com%cin will, in the
absence of any extension, be 30 April 2015. Any B recéived after this
point will only be accepted at the sole discretion of t epartment.

3.9.8 Since Bidders pre-qualified to bid for the Fra r?ﬂey have been able to
meet with the Department to discuss matﬁ‘a ng to the competition. If
Bidders were seeking to rely on any of thg, ation or indication of view
imparted during a meeting they were required to submit a BCQ and may rely
only on the response provided,to Q and not on any information or
indication or view imparted durin eeting. In the event that any answers

given in that process, or inféfmation or instructions given in any draft
documents conflict wi tion or instructions given in this ITT then the

3.9.9 Before submissi ids, Bidders will have the opportunity to meet with the
Departm IScuss any points of clarification that are appropriate and
neces er for Bidders to prepare their Bids. If, however, Bidders are
segking ly on any of the information or indication or view imparted during
%o they must subsequently submit a BCQ and may rely only on the
spense provided to that BCQ and not on any information or indication or
& w imparted during a meeting. In the event that any answers given in that
\ process, or any information or instructions given in any draft documents
conflict with information or instructions given in this ITT then the terms of this

ITT will prevail.

3.9.10  No other notes and/or records of such meetings form part of this ITT and
unless confirmed in this way, information or views given by the Department
at the meetings shall not be relied upon in the preparation of any Bid.

3.9.11  Where a Bidder believes that there is any inconsistency between any
documents or information (or ambiguities in those documents) provided by
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the Department to Bidders or their Associated Entities as part of the bidding
process it should seek to clarify the point through the BCQ process rather
than make an assumption in its Bid in relation to such matter.

3.10  Transparency and Freedom of Information

3.10.1  Bidders should refer to section 3.14 of the Pre-qualification Proce%
Document for information relating to transparency and Freedo
Information, and should note that the Department will place a copy g

in the public domain at the same time as it is supplied to
redactions where appropriate.

ith

3.10.2 In submitting their Bids in response to this ITT, Bidders iflvited to identify
which parts, if any, of their Bid are provided to the D ment in confidence
or are commercially sensitive or which may be sulject®o any other provision
of the Freedom of Information Act 2000 (“EO the Environmental
Information Regulations 2004 (“EIR”), sueh thafjtiley may be exempt from
disclosure under FOIA and/or EIR. Bidder d provide reasons why such

information should not be discloied response to any request and an

estimate of the period of time du ich the Bidders believe that such
information will remain exempt fr isclosure.

3.11 Competition matter

3.11.1  Depending on ertity of the Bidder, the award of the Franchise may
constitute a anmt merger situation” under the Enterprise Act 2002
(“EA02” amended by the Enterprise and Regulatory Reform Act 2013
er Which the Competition and Markets Authority (“CMA”) would
tion), or a concentration with a European Community dimension
e EU Merger Regulation (Council Regulation (EC) No.139/2004)

50
ufde
& ‘EUMR”), which would be required to be notified to the European

Commission (“EC”).

1 If the award of the Franchise to a particular Bidder would give rise to a
realistic prospect of a substantial lessening of competition (under EA02, as
amended), or where EUMR is applicable, raises serious doubts as to its

compatibility with the common market, such as would give the CMA, or EC
(as appropriate) cause to subject the award of the Franchise to a substantive
(second phase) investigation, this might prejudice the timing of the franchise

process and/or the ability of the Bidder to operate the Franchise as Bid. The
CMA and EC also have the power during a first phase investigation to accept
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remedies in order to address concerns that would otherwise require a
second phase investigation.

3.11.3  Generally, a transaction with a Community dimension may not be completed
until clearance has been obtained under EUMR. In the context of a relevant
merger situation under EA02, the CMA may impose an interim order
preventing any action that might prejudice its second phase investigation and/
impede the taking of any remedial action that may be required in respect %
award of the Franchise. It is therefore important for the Department t@ e

to understand the impact of any potential intervention (especi
intervention may involve a second phase investigation) by the o)
scrutinising the Bids of each Bidder. !

3.11.4  Each Bidder is therefore required to confirm in its Bi

i.  Whether the award of the Franchise to it would require notification to the
EC under EUMR, and, if so, (i) whether t proposes to request
pursuant to Article 4(4) EUMR that the ¢gansagtion is referred back to the
CMA for consideration and how it views, t rospects of such a request
being accepted or (i) in the_alteéwpalive, the likelihood of the CMA

requesting referral back of the the UK;
ii. The Bidder’s reasoned analysi§ of the likely competition assessment of
the transaction, including,its assessment of the prospect of clearance in

the first phase o investigation by the CMA and/or the EC (as
applicable) tog ith a description of the analysis undertaken and

evidence gevie by the Bidder in carrying out such assessment;
t;

ii. Tot t that the Bidder or an Affiliate also intends to bid for the
Nor nchise (whether on its own account or as a shareholder or

r directly or indirectly) in a special purpose vehicle), the likely

Cin

t of that transaction (were the Bidder or its Affiliate to be awarded

&e Northern franchise) on the competition assessment of the Bid;

iv. The strategy which the Bidder will adopt to minimise any delay which the
need to obtain clearance from the CMA or EC will cause and which may
affect the Bidder’s ability to operate, or commence the operation of, the
Franchise, in accordance with the requirements of the Franchise

Agreement and assuming that an award is made to the Bidder. In
particular, the Bidder must:
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Explain how it proposes to approach pre-notification discussions with
the CMA or, as the case may be, the EC, to ensure the notification is
complete and that all necessary supporting evidence is included;

Confirm that it will co-operate fully with the EC and/or the CMA during
their investigations, in particular by responding promptly to any
requests for information;

Confirm the Bidder’s, and any of its Affiliates’, willingness to@lb

undertakings or commitments to the CMA or the EC in orde
dvextent

a second phase investigation, a description of the natu

of any such undertakings the Bidder would be willin tofifand its
reasoned analysis as to why such undertakings &kmitments are
likely to be accepted by the CMA or the EC e Bidder considers
that it would not be required to of er%ndertakings or
commitments, then the bidder must p v%easoning supporting
such conclusion; Q

To the extent that the Bidder ilfate also intends to bid for the
Northern franchise (whethegonfts own account or as a shareholder
or partner (directly or i i%ym a special purpose vehicle), the
Bidder’s, and any of its "Affiliates’, willingness to offer additional
undertakings or comgnitments to the CMA or the EC in order to avoid
a second ph investigation and/or to secure clearance for both

transaction ng a description of the nature and extent of any
such un ings the Bidder would be willing to offer, and its

irm that any such undertakings or commitments given would not

pact on the ability of the Bidder and/or any of its Affiliates to
operate any other UK rail franchise of which it is the franchisee, or to
the extent they would, a detailed assessment of such impact;

Provide an indication of the likely timetable for securing any required
competition clearance, including the preparation of notifications,
timing of pre-notification discussions, formal notification and
clearance; and

Provide a reasoned assessment of the likelihood of the CMA
imposing an interim order on the Bidder in relation to the Franchise,
specify the form of any derogations the Bidder would seek from the
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CMA’s standard form interim order in the event that any such order
is issued and the Bidder’s reasoned assessment of the likelihood of
such derogations being granted.

3.11.5 The Department reserves the right to engage with the CMA and it is possible
that as part of this ongoing dialogue the Department may wish to disclose to
the CMA some of the merger control strategy submitted by the Bidder.
addition, the Department notes that a paper prepared by a Bidder setting=e
merger analysis and strategy may potentially be disclosable to the (i)

part of the information to be provided by the parties during the C

review process.

3.11.6  However, the Department acknowledges that early ure of certain
elements of a Bidder’s merger control strategy rejudicial to the
commercial interests of that Bidder. To deal withathis 1§sue, the Department
suggests that Bidders consider preparing allsr their strategy in the
form of privileged legal advice. This a@ ld be provided to the
Department on the basis that the Depart treat it as confidential and
privileged and will not forward it to,a t party without the prior approval of

the Bidder. If the Department wish iscuss with the CMA an element of
a confidential and privileged I’\I"l% ontrol strategy it will first discuss this
with the Bidder, with a viewato seeKing the Bidder’s consent to the disclosure

in a form that minimi tential prejudice to the commercial interests
of the Bidder.

3.11.7 If a Bidder wi o follow this approach, the Department requests that the
Bidder:

icts the information which is included in the confidential and

ivileged legal advice to that which is most sensitive. Information
which is likely to be provided to the competition authorities with the
& merger notification should not fall into this category;

@\ e Marks the confidential and privileged advice as follows: “Confidential

and privileged legal advice — not to be circulated or disclosed”; and

e Submits a shorter standalone high-level note marked as “disclosable”
which may be disclosed to the CMA. The “disclosable” high-level note
should set out the Bidder’'s own assessment of the competition law
issues which arise from their proposed operation of the Franchise
and how the Bidder intends to resolve these issues.
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3.11.8 All of a Bidder's competition strategy will be considered, regardless of
whether disclosures are made to the CMA.

3.11.9 The Bidder must keep the Department informed of the progress of its
notifications to the EC and/or the CMA, including notifying the Department
as soon as possible if it becomes aware of the possibility that remedies or a

second phase investigation may be required. @

3.11.10 Bidders must advise the Department as soon as possible if ther
change in the circumstances from the position as outlined in thej
may affect the competition clearance process (for example,
acquires or divests another transport operation which isfirelevant to the
competition assessment of the Franchise award). If Bi fail to do so,
their Bid will be deemed to be non-compliant.

the Department that a CMA or EC interyenti cluding a “phase two”

3.11.11 If a Bidder does not provide to the Department s IENt evidence to satisfy
ti n
intervention) will not prejudice the abilit

i.  The Bidder to commence oper e Franchise on the Department’s
proposed Start Date;

ii. The Bidder otherwise t pe>the Franchise in accordance with its Bid;
or

ii. Any Affiliate_o idder to commence operation of or continue to
operate aﬁot K rail franchise of which it is the franchisee,

the De@, acting reasonably, reserves the right to disqualify that
Bidder.

| rejudice to subsection 3.11.11, the fact that a Bidder’s Bid is subject
t clearance or that this may result in a longer competition clearance

& ocess will not of itself be regarded as a negative factor in evaluating the
\ Bid.

“)1.13 Bidders are required to include in their Bids in the format set out in the
following Table 3.3 (Format of Statement of Competition Matters), details of
any competition matters that affect their bidding position as described in this
subsection 3.11.

3.11.12
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3.12
3.12.1

3.12.2

3.1

N

3.12.4

Table 3.3. Format of Statement of Competition Matters

Reporting Required

Competition matters Bidders should include details in response to the
instructions contained in subsection 3.11 (Competition
matters)

Regulation (EC) 1370/2007

Pursuant to Regulation (EC) 1370/2007 the Department mus’@at

the Franchise Agreement to be entered into with the winning Bi does
not result in the overcompensation of the Franchisee for th! purpose of the

Regulation.

The Department will review the leading Bid(s) t SUE that such Bid(s) will
not result in overcompensation for the 0;%?& Regulation (EC)
1370/2007. It is anticipated that this revi%| clude, without limitation

the following: %
i. Confirming that the relevant F?qg Templates have been populated

correctly;

ii. Assessing whether the Bid suggests that the Franchisee will be engaging

in commercial arr s which are inconsistent with normal market
practice or ma teS (including as a result of trading with Affiliates);
and/or

iii. Identi

' g?e.Mer there is any information that is contained within the
ndicates either that the operation of the profit share
anism in the Franchise Agreement will be distorted, or that the

@ isee will be otherwise overcompensated.
s part of the review described in subsection 3.12.2 the Department will also
consider whether it is appropriate to make any amendment(s) to the profit
share thresholds in the Franchise Agreement, or take any other steps which,

in its discretion, will remove the element(s) of overcompensation identified
in the leading Bid.

Bidders must provide the Department with such information as the
Department may request in relation to the review described in subsection
3.12.2.
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3.12.5 The Department will not award a Franchise which, in its view, will involve
overcompensation of the Franchisee, in breach of the Department’s
obligations under Regulation (EC) 1370/2007.

3.13  Change to information or in Circumstances

3.13.1  Bidders should note that the paragraphs of the FLPA and the Pr%
qualification Process Document dealing with changes to information n
circumstances, including changes in ownership or conflicts of@e

continue to apply.
3.13.2 The Department will carry out the Tests described in suxectio .10 on

receipt of Bids for all Bidders, and immediately prior award of the

Franchise for the leading Bidder, on the basis of st recent financial
information. ‘
3.14  MOIRA 2 0

3.14.1  Bids submitted using MOIRA 2, its co t parts or intermediate outputs
for modelling revenue impacts, ti changes, crowding or any other
purpose will be eliminated from mpetition.

3.15 Variations to the Fr greement

3.15.1  Bidders’ attenti wn to the variation provisions in paragraph 1 of
Schedule 9. ions to the Franchise Agreement and Incentivising
Benefici of the Franchise Agreement and the ability of the
Secret e to amend the contracted Train Service Requirement. The

Segfela State reserves the right to require variations to the Franchise

and/or the manner in which Franchise Services are required to be

livered, and any consequential changes to the Franchise Agreement,

& ing in compliance with law. The Secretary of State may also require

\ variations to other contracted provisions or outputs, acting in compliance
with law.

.15.2 In particular, variations may result from changes to the specification or timing
of committed projects affecting the TransPennine Express Franchise.
Variations will not necessarily be restricted to the effects of committed
projects. However, any changes required will be such as a reasonably
competent and professional operator of the TransPennine Express
Franchise could, in all relevant circumstances, reasonably be expected to
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be able to deliver and will be generally consistent with the overall scope of
the TransPennine Express Franchise proposition taking into account the
need to be able to vary the nature, quantity and manner of delivery of
TransPennine Express services in response to circumstances relating to the
development of railway infrastructure and services and other relevant
financial, economic and technical developments and the implementation o
developing rail policy. 6

3.15.3  Given the duration of the TransPennine Express Franchise, and t
likelihood of economic, social, budgetary and operational cir
changing over a period of up to 9 years, the Department belie
to make variations to the Franchise Agreement during the Eranchise Term.
In order to provide an incentive for the Franchisee to dgxelo d implement
such changes, it may be appropriate for the [ to receive a
reasonable level of financial benefit, if any finanv fit arises from such

rtent

changes. It may also be appropriate for the De , or other parties such
as Network Rail, to share such benefits witlythe Franchisee.

3.16  Rail North ?\
3.16.1  In January 2014 the Departm% d Leaders of the Rail North group of

around 30 local transport®authofities in the north of England agreed and
published the princi a partnership for the procurement and
management of th nsPennine Express and Northern franchises. In
accordance wit se principles the Department has developed the
specification is, Franchise in collaboration with Rail North. In addition,
Rail hag formalised its governance arrangements through the
formarti f a local authority Association called the Association of Rail North
uthorities, governed by a Leaders’ Committee, and a company
by guarantee called Rail North Limited. The formal processes for local

a

i
& thorities to become members of the Association and company and to
\ appoint directors to that company are well advanced. In October 2014 the
Department entered into a Memorandum of Understanding with Rail North
Limited (“Memorandum of Understanding“) setting out the principles
behind the joint working arrangements for management and development of
the two franchises. A copy is in the Data Site. It is intended that this is
followed by a legally binding agreement setting out the detailed terms on
which Rail North and the Department will work together to manage and
develop the Franchise when it is let, a copy of which will be made available
to Bidders when it is concluded. The proposed arrangements include a joint
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Strategic Board and Management Team subject to a single line management
structure to ensure a clear single client interface for the Franchisee. For the
avoidance of doubt the Franchise Agreement will be between the Franchisee
and the Secretary of State.

3.17 Form of Tender

3.17.1  Bidders are required to include in their Bids a Form of Tender in the for %
out in Attachment G (Form of Tender). For the avoidance of d a
amendments to the Form of Tender will mean that the Bid is n-

compliant, and the provisions of subsection 3.5 (Non-compliant Bidsyof this
ITT shall apply.
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4. Section 4: Explanation of requirements for Bid
submission and overview of process following
Bid submission

4.1 Preparation of Bids (L@

4.1.1 Bidders are reminded that they are expected to stand behind all a
their Bids. In particular Bidders are referred to subsegl &13.3
(Contractualisation).

41.2 The Department expects to receive Bids that con qualifications.
Bidders shall not propose amendments to t hise Signature
.

Documents (other than to fill gaps denoted by Iv\ ng note ‘Bidders to
e

populate’), including by proposing their cretary of State Risk
Assumptions (“So0SRAs”) or any other ¢ ctugl amendments which seek
to transfer risk from the Franchise e Secretary of State. For the

avoidance of doubt, any failure byea,Bidder to comply with the requirements
of this subsection 4.1.2 shall rS at’the Bid is deemed non-compliant,

and the provisions of subsection (Non-compliant Bids) of this ITT shall

apply. P

4.2 Franchising timet nd process
4.2.1 The remainin s of the process for appointing the Franchisee together
with thei icative timings, are set out in Table 4.1 (Franchising timetable)

=
&
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Table 4.1. Franchising timetable

Description Party Responsible Planned Date

Submission of Bids Bidders 28 May 2015

Evaluation of Bids, clarification, drafting of The Department From May 2015
Committed Obligations and Bidder(s)

Secretary of State consent and HMT approval to
the TransPennine Express award

Preparation for commencement of Franchise Franchisee December 20

Start of Franchise Franchisee 1 April 2016

4.3 Structure and format of Bids

4.3.1 Bidders are required to provide the material seteout iR Table 4.2 (Structure
and format of Bids) below when submitting their

Table 4.2. Structure and format of Bids

Part Areas Submission Size limit

Sequirements

1 Main text

Delivery Plan 0 (Bid Summary) One electronic copy 20 pages
submitted through maximum
AWARD

One un-priced electronic
copy submitted through
AWARD

E One electronic copy
Q submitted in CD format

One un-priced electronic
copy in CD format

Delivery Plans 1-4 as required by Section 5 One electronic copy 1,000 pages

Detailed Bid submission requirements — submitted through maximum

Delivery Plans) AWARD including
One un-priced electronic annexe§ and
copy submitted through appendices
AWARD

One electronic copy
submitted in CD format

One un-priced electronic
copy in CD format
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Submission

Size limit

Requirements

Financial
Operational Models and Financial Model as One electronic copy 75MB
required by Section 6 (Detailed Bid submitted through maximum
submission requirements — Financial) AWARD size per
One electronic copy Microsoft
submitted in CD format | £X¢®!
WOrKDO€
PDF of worksheets of n
Tier 1 Operational (Detailed
Models that directly Bi
interface with the submission
Financial Mod ther ™ requirements
Tier 1 Operati — Financial))
Models ( it iStenly
the intekfa orksheet
offach
| Model that is
d); one electronic
y of these PDF files
hrough AWARD and one
5 in CD format.
PDFs of the populated finangial t lates; One electronic copy None
Record of Assumptions, requirég by submitted through
subsection 6.5 (Record mptions); AWARD

Operating Manu
(Operating u

by subsection 6.6

Modellin tice Confirmation,
[ stibsection 6.8.2 (Modelling Best

onfirmation);

date of Financial Information to update
&‘ ncial tests, required by subsection 6.10

Updating of PQQ financial and economic
standing tests (the “Tests”) and submission of
updated bond provider letter(s));

Financial Structure and Funding Plan,
Financial Adviser's letter, PCS and Bonding,
required by subsection 6.9 (Financial
Structure and Funding Plan);

Any other term sheets or financing
arrangements for projects;

One electronic copy
submitted in CD format
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Part Areas Submission Size limit

Requirements

Confirmation of Bond availability, required by
subsection 6.9.1 (Bid requirements); and

ROSCO term sheets required by subsection
5.4.2(B) (DP2.2 Rolling stock - evidence that

Bidders should provide). ‘
3 Technical Data o~ l
The following details should be submitted in One electronic copy ‘
support of the main text of the Bid submitted through
submission: AWARD
e The technical data as required by the One electronic ¢
relevant bullet of subsection 4.10.1 and | submitted in at

section (D) of subsection 5.4.1.

4 Legal and compliance
Versions (clean and redline mark up against nic copy None
the version of each agreement provided with itted through

this ITT or, if subsequently amended, the ARD
latest versions uploaded to AWARD) ef e
of the Franchise Agreement, the Fundin

Deed, the Conditions Precede

Escrow Agreement and an eements

Q

One electronic copy
submitted in CD format

matters as required by
3.11 (Competition matters)

F@IA statement if submitted in accoradnace
with subsection 3.10 (Transparency and

Freedom of Information)

A Completed Form of Tender as required by
subsection 3.17 (Form of Tender)

Those Agreed Form Documents (table 4.3)
which are produced by a Bidder, where these
are not required to be submitted as technical
data, or as appendices to Sub-Plans.
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Part

Areas Submission Size limit

Requirements

Schedule of Initiatives (as required by One electronic copy None
subsection 4.13.3 (Contractualisation)) submitted through the
AWARD

One electronic copy
submitted in CD format

43.2

4.3.3

Table 4.3. List of Agreed Form Documents that form part of the

Table 4.3 lists the Agreed Form Documents required as part of th

Plans, and states whether these documents count towards the of
the main text.

For the avoidance of doubt, Agreed Form Documents whigh form part of a
Sub-Plan should be submitted as an appendix at Sub-Plan and

referenced where relevant.

Agreed Form Documents ITT Section (where applicable) Included within

Customer and Stakeholder Delivery Plan
Engagement Strategy

page limit?

pmer experience) Yes

Sustainable Development
Strategy

(Sustainability and Environment) | Yes

Financial Model

No

Initial Sustainable
Development Plan

Delivery Plan 1.4 (Sustainability and Environment) | Yes

Innovation Strat Delivery Plan 1.5 (Innovation) Yes
Delivery Plan 4.1 (Customer experience) No
Section 6 No
S Delivery Plan 4.2 (Stations) Yes
ustainable Development Delivery Plan 1.4 (Sustainability and environment) | Yes
Strategy
4.4 Page limits, size of text, other formatting
441 The size of the main text of the Sub-Plans, including annexes and

appendices in accordance with subsection 4.5 (Annexes and Appendices)
below, will be limited to 1,000 pages.
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442 One page constitutes one printed side of A4 with 2cm clear margins all
round. For main text the minimum font size to be used will be 11pt Arial and
the font type will be standard (i.e. not 'narrow') with minimum line spacing of
13pt. Bidders are encouraged to use a simple presentation style, avoiding
colour photographs and other high cost elements of production as this will
not add value to the substance of the Bid. Minimum font size for any text i
tables will be 11pt Arial (standard, not ‘narrow’). There will be no mini %
font size set for graphs.

443 Any pages which do not comply with the criteria in subsection v
will be reformatted to comply.

444 For each 20 pages (or part thereof) used by a Biddg%e;cess of the
permitted page limit, having taken into account any r atting, 0.5 Quality

Score points will be deducted from Q for the purpose alculation of the
Final Score in accordance with subsection 7.2 n of MEAT for the
Competition). For example, a Bidder using,1,0 ges will have its Q score
reduced by 1.0, and a Bidder using 1% es will have its Q score
reduced by 1.5. Bidders cannot score than 0.

445 The following elements of the g%outside the page limit:
[ t

i. The contents of the financial as required by Section 6 (Detailed Bid
submission requireme — Financial) and described in Table 4.2
(Structure and Fo f Bids);

ii. The contents, Of\ th® technical data part as described in Table 4.2

(Structur ofmat of Bids);
iii. The@ of the legal and compliance part as described in Table 4.2

re and format of Bids); and

i s, section dividers and indices where these do not contain
bstantive parts of the Bid.

4.4.6 Delivery Plan 0 shall not fall within the page limit, but shall be limited to 20
pages. If Delivery Plan 0 exceeds 20 pages, it will not be passed to
evaluators.

4.5 Annexes and appendices

4.5.1 Bidders may include attachments, annexes and appendices to their
response that should be clearly referenced in the main text. Any
attachments, annexes or appendices are subject to the size limits described
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in subsection 4.3 (Structure and format of Bids) and 4.4 (Page limits, size of
text, other formatting).

452 Agreed Form Documents which form appendices to Sub-Plans, as described
in Table 4.3 (List of Agreed Form Documents that form part of the Delivery
Plans), will be included within the page limit where specified in Table 4.3.
These Agreed Form Documents will be evaluated as part of the releva
Sub-Plan and therefore Bidders do not need to repeat or summaris %
content of these Agreed Form Documents elsewhere within the \%

Sub-Plan. (L
4.6 Cross referencing *
C

4.6.1 The Department's evaluators will follow cross r o specifically
arty

identified components of other Sub-Plans. The ent’s evaluators are
not required to follow unspecific general refere or example, "further
evidence on this issue is provided in our rofling s Delivery Plan”) or cross
references to elements of the Bid which“ate included in the page limit

provided in subsection 4.4 (Page limitsy, siz€ of text, other formatting), and
Bidders should therefore endeayo ke cross references as specific as
possible. )

4.7 Bid consistency
4.7 .1 The Departmen irés Bids that are presented in a way that its evaluators
are able to eaSilyidentify Initiatives across the entirety of the Bid, including

betwee -Rlans and the Modelling Suite. Bidders should include within
their Bi n adequate labelling or identification protocol that enables this.
ge

4.8
4.8f responses must be in English. This requirement does not apply to any
requested information which has not been created for the Bid (e.g. company
financial reports), but a translation into English must be provided for any
requested information submitted in a language other than English.
4.9 Monetary amounts

4.9.1 All financial information supplied as part of the Bid must be clearly
denominated in Pounds Sterling. This requirement does not apply to any
requested information which has not been created for the Bid (e.g. company

34



financial reports), which should use the original currency. Where financial
information is supplied as part of the Bid in a currency other than Pounds
Sterling, and the Department wishes to convert the relevant information into
Pounds Sterling, it will use the closing mid exchange rate published in the
Financial Times on the day this ITT is published.

4.10 Submission of Bids %
4.10.1 Bidders are required to submit their Bid to the Department, pr %
accordance with the requirements listed in Table 4.2 (Structur
of Bids), and in accordance with the following requirements;

at

i. Each CD shall be labelled clearly with the Bi 's name. The
Department requires that an index is prov' for the electronic
information. Electronic information is requi tO\be saved using the
Open XML Standard format supported bygyMi Office 2010 or later
(out fully compatible with Microﬁ e 2010. Specifically,

i€rosoft Excel ‘xlsx’, xIsb’ or

spreadsheets must be saved using t
‘xIsm’ file extension and documents\as Microsoft Word ‘docx’ files.
f% M

ii. All material which forms pa ain text in Table 4.2 (Structure and
format of Bids) must be provid sing Microsoft Word ‘docx’ files;

ii. Unless specifical
submitted in P
versions sh

iv. The un-pr @r electronic copies shall be submitted through AWARD and
in mat clearly labelled with the Bidder's name and an index of the

ntents of each CD. The un-priced CD should be distinguishable from
ced electronic copy referenced above. Information is required to
aved using the Open XML Standard format supported by Microsoft

&2 Office 2010 onwards; and

otherwise, documents should only be
are not available in their original format. PDF
archable electronically;

v. Each Bid must contain the technical data described in table 5.2.

N0.2  The priced copy of the Bid submitted through AWARD is the master version
of the Bid. Accordingly, in the event of any inconsistency between any copies
of a Bid, the priced copy submitted through AWARD shall take precedence.

4.10.3 Bids (both the CD copies to be provided and electronic copies to be
submitted through AWARD) must be received by the Department by 12.00
noon on 28 May 2015. A Bid is submitted late for the purposes of this ITT if
any part of the Bid or copy in any format required by this ITT is submitted
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410.4

4.10.5

4.10.6

4.11
4.11.1

412
4.12.1

after the above deadline. For the avoidance of doubt, Bids submitted late will
be treated as being non-compliant, and the provisions of subsection 3.5
(Non-compliant Bids) of this ITT shall apply.

Uploaded documents will need to follow the file name format shown below:
TPE [Bidder name] Delivery Plan [2: Train Service Delivery] — File X of Y

CD copies of Bids are to be submitted to:

Dale Ward (L@
Document Manager Q

Rail Executive - Passenger Services (L
Department for Transport

4th floor - Great Minster House 2 \

33 Horseferry Road

London

SW1P 4DR. ?\
No other documents or information sh gbmitted with the Bid. CD
copies of the Bid must be marked ‘C TIAL — TransPennine Express
Bid submission in response to | 2015’. The boxes should not be
marked in any way that would i%} e the identity of the Bidder. Bidders will
be issued with a formal reegipt f th the electronic copy submissions from
the Department at t f the submission of their Bid. It will be the
Bidder’s responsibili sure the safe transfer of Bid submissions to the
Department.

Presel@i
Bi required to meet with the Department to discuss their Modelling

working day specified by the Department within 10 working days
ing Bid submission. Meetings will not be scored and are for information
ly. This is designed to assist the evaluation teams in understanding the
Modelling Suite. In the event that there is any difference between what is
discussed at the meeting and the Bid, then the copy of the Bid submitted
through AWARD shall take precedence.

Validity of Bids

All Bids including the terms, Bid price, and any subsequent changes agreed
shall be held valid for a period of 275 calendar days from the date of Bid
submission. Bidders are required to confirm this in their Form of Tender.
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413 Process following bid submission

4.13.1 Bid evaluation

4.13.1.1 Bids will be evaluated in accordance with the criteria and methodology
contained within Section 7 (Evaluation criteria and methodology). The
Department will apply established governance and assurance processes. Q

4.13.2 Engagement with Bidders and evaluation clarification process&

4.13.2.1 The Department is subject to obligations under EU and li w,
including the obligations of equal treatment and non-discrimination. Subject
to this, the Department reserves its rights to seek clarification in any form

from, and/or to engage in any other way with, any or the'Bidders at any
time during the process, including in order to assist tits Consideration of a

Bid. ?\
4.13.2.2 The Department reserves the right not@e any further information
d

received into account in the evaluation w 0 so would be contrary to
the Department’s obligations under and English law, including the

obligations of equal treatment and iscrimination.
h

4.13.2.3 When replying to questions fro epartment, Bidders may only respond

to the question posed, andymay not provide information additional to that
requested in the questi ere:
™

i. A Bidder'sr ncludes information in addition to that specifically
requeste estion; or

ii. A Bidder's $esponse purports to correct or would have the effect of
coreCling an error in its Bid;

!rtment is entitled not to consider or take into account in the

tion any such additional information or purported correction provided
3. Contractualisation

he Bidder’s response as appropriate.

.13.3.1 Subiject to the principles set out in subsection 4.13.3.3 the Department will
wish to contractualise Initiatives that have been taken into account in scoring
Sub-Plans, to ensure that the Franchise Agreement covers the factors that
have been taken into account in awarding the Franchise.

4.13.3.2 The Department expects the winning Bidder to deliver everything set out in
its Bid. Subject to the principles set out in subsection 4.13.3.3, the scope of
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these commitments will cover at least the Initiatives and level of detail that
have contributed to selection of the winning Bidder.

4.13.3.3 Bidders must be prepared to contract all Initiatives that have contributed to
the score awarded to a Sub-Plan during the evaluation process. Should an
Initiative be contracted, and where the Residual Value Mechanism does not
attach to an asset, the Department reserves the right to designate an ass
as a Primary Franchise Asset to transfer at nil value at the end %
franchise to the successor operator. The Department will look to tr
outputs, but reserves the right to contract expenditure or inputs

for which the Bidder is unwilling to be contractually respogsible (“Contingent
Initiatives”) this should be clearly expressed
Contingent Initiatives should be avoided to the max
no comment is made about whether an Initiative tingent Initiative the
Department will assume that it is not, and pect the Initiative to be
contracted on an unconditional ba ' absolutely and without
qualification).

4.13.3.5 The Department is not likel t%re Initiatives to be included as
Committed Obligations where t‘% not aligned with the requirements set

out in part (A) of the relevagt Sub*Plan.

4.13.3.4 If elements of the Bid are dependent on factors outside of the Biddef ss€ontrol
n§|§e

in the Sub-Plan.
m extent possible. If

4.13.3.6 Bidders may not prop@s&the text of Committed Obligations as part of their
Bids. For the avpi of doubt, any Committed Obligations proposed by
the Bidders will no taken into consideration in evaluation or when the
Departmeat is\dé€termining the level of contractualisation required.

4.13.3.7 Bidders fer commitments to invest a nominated sum of money to
1e“required outcome for a Sub-Plan, supported by a specimen
g, rather than an absolute commitment to a particular scheme. When
coring Sub-Plans containing such Initiatives, the Department will review
and allocate scores for the extent to which the specimen scheme will fulfil

\ the Department’s requirements in the relevant Sub-Plan. In the Franchise
Agreement the Franchisee will be obliged to spend the nominated sum to

deliver either the specimen scheme or another scheme of equal or better

value than the specimen scheme. If the Department and the Franchisee are

unable to agree such a scheme, the Department retains the right to require

delivery of the specimen scheme. Any such schemes should be clearly

identified as such in the Bid including the Modelling Suite.
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4.13.3.8 For the avoidance of doubt, where a Bidder proposes a specimen scheme
as part of an Initiative, the Bidder must state clearly if the scheme is a
Contingent Initiative or not.

4.13.3.9

N\

For each Initiative proposed, Bidders should, in their Sub-Plans:

Vi.

4.13.3.10Bi

S

. Include details of any matte

Specify the date by which the relevant Initiative will be completed and,
where applicable, commenced;

Specify how long the relevant Initiative will be maintained for. I%:

absence of any dates being specified, the relevant Initiativ
required to be maintained from the Start Date to the end of t% ise

Period;
Where it contains a commitment to spend a amount (an

RECI
‘expenditure commitment’), clearly set out that ad what types of

expenditure may be counted towards suc sditure commitment
(such as capital expenditure, operating expenditure, project
management costs etc.), whether the,@amounpis inclusive or exclusive of

VAT and the date(s) by which the iture will be spent;

require that the Initiative is a
Contingent Initiative, togethe details of the impact of the occurrence
of such matters and the identity’of any person the Initiative is dependent
on;

Cross-refer (w plicable) to the relevant provision of the Franchise
Agreement ich specifically obliges the Bidder to comply with or
perform th ant Initiative; and

the Record of Assumptions and Funding Plan.

hduld also submit a Schedule of Initiatives, following the example

0[0
aTable 4.4. Bidders must note that the Schedule of Initiatives must

ot contain anything which is not also set out in the relevant Sub-Plan. As
set out in subsection 4.3 (Structure and format of Bids), the Schedule of
Initiatives shall fall outside the page limit.

Table 4.4. Schedule of Initiatives

Detail required for each Initiative

Name

Sub-plan and section of Bid where detailed

Record of Assumptions reference
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413.4

4.13.5

4.13.5.1 Following naqli

6

Components of the Initiative, including a description of the quality, nature
or standard achieved by the Initiative

Cost of each component of the Initiative both capital and operating costs,
in totality and by year

Start date and/or completion date for each component of the Initiative

Whether the Initiative is a specimen Scheme as per subsection 4.13.

Whether the Initiative is a Contingent Initiative and what the Q
dependencies are ( ]
elevaht

Whether the RV Mechanism is applied and the value of thg r

asset at the end of the Core Franchise Term E

Intention to award Y~
4.13.4.1 Without prejudice to the Department’s rights uant to subsection 1.9

(Liability for costs, updates and term , following completion of
evaluation, the Department will inform er with the most economically
advantageous tender (as deter in accordance with Section 7
(Evaluation criteria and metho% ) that the Department intends to award
the Franchise to it.

Signature of the iSe Signature Documents

ica by the Department that it intends to award the
Franchise to itythepreferred Bidder will be required to sign (but not date) the

ard of the Franchise at this point, and award of the Franchise will
e place until confirmed by the Department to the preferred Bidder.

&

.6.1 Following the notification to and delivery of signed documents by the

Announcement to the London Stock Exchange and information to
unsuccessful Bidders

preferred Bidder, it is anticipated that an announcement will be made to the
London Stock Exchange at 0700 hours on the next morning on which it
opens, setting out the Department’s intention to award the Franchise
following the voluntary standstill period.
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4.13.6.2 On the same date that the announcement is made to the London Stock

413.7
4.13.71

S

N

Exchange, the Department will send to each unsuccessful Bidder a letter
confirming that they have been unsuccessful, and providing that Bidder’s
scores from the evaluation process, relative to the preferred Bidder’s scores.
The sending of these letters will commence the voluntary standstill period of
at least 10 calendar days. The closing date of that period will be identified t
the preferred and the unsuccessful Bidders. The Department will invite
Bidder to a meeting to be held on the same day as the announcementjis
made to the London Stock Exchange, at which the Department wii
feedback on the Bidder’s Bid.

Voluntary standstill period 4

The Department intends to run a voluntary stand%d of at least 10

calendar days in respect of this procurement (aIV’ concludes that it is
ngly

not presently obliged to do so by law) and a the basis of such a
standstill process shall be as set out in thiS\TT pr as otherwise advised by

the Department to Bidders.

v
&
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Section 5:

Detailed

Bid

requirements - Delivery Plans

5.1 Introduction
511
part of their Bids.
5.1.2

Plans is set out below.

Table 5.1. Delivery Plans and Sub-Plans

Delivery Plan

0. Bid Summary

Bidders are required to submit five Delivery Plans (the "Delivery Plan

Each of the Delivery Plans (other than DPO (Bid Summary)) i
number of Sub-Plans. A list of the Delivery Plans and their associat

submission

¥
(O

Sub-

1. Franchise Management

.3, Slakeholder partnering

2.1Train services

1
éA Sustainability and environment
@ 1.5 Innovation

2.2 Rolling stock

2.3 Performance

2.4 Supporting infrastructure change

2. Train service and Eer ce
3. Re Q

3.1 Marketing and branding

3.2 Fares, ticketing and revenue protection

4.1 Customer experience

4.2 Stations

&ustomer Experience and Stations

<

Details of the Department’s requirements for each Sub-Plan are set out in

part (A) under each Sub-Plan in this Section 5 (Detailed Bid submission
requirements — Delivery Plans).

5.1.4

In order for the Department to assess the extent to which each Bid meets,

or, where appropriate, exceeds each of the requirements set out in part (A)
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under each Sub-Plan, Bidders shall provide relevant and credible evidence
that supports their proposals, and the delivery of those proposals, for each
Sub-Plan. Such evidence must include, as a minimum (the “Minimum
Evidential Requirements”):

i.  The Initiatives that the Bidder proposes to undertake in order to deliver
each of the requirements set out in part (A) under each Sub-Plan. Bidde%

should note subsection 4.13.3 (Contractualisation);
ii. Information which demonstrates the relevance of each Ini%(}

delivering, or where appropriate, exceeding the requireme in
part (A) under each Sub-Plan;

ii. A statement of the Present Values and annual val revenues and
operating and capital costs associated with ea iative in respect of

indexed in any Franchise Year, along wit references to the

which any of these elements exceeds £1,000,00 2015/16 prices un-
S
relevant sections of the RoA;

iv. Full supporting evidence of ho nitiatives will be resourced,
delivered, and quality assured?{ g a project plan, as appropriate;
e

v. Details of the risks pertainin delivery of those Initiatives, and how
these risks will be mitigated;

vi. A statement or | g out the commitment (and, if relevant, any
qualifications o commitment), views or comments of any third party
that the Bi is  relying on in delivering or exceeding these

cannot and does not wish to be prescriptive in all areas
idders may seek to exceed the Department’s requirements by
g additional benefits for passengers, reducing whole-industry

sts, and/or increasing the long term value of the Franchise to the

& partment beyond the franchise term. A tightly prescribed approach could
have the twin effects of inhibiting innovation and conditioning Bidder
responses. However, without seeking to constrain innovation in any way, the
Department has set out in part (C) under most Sub-Plans, examples of what

it considers may generate additional benefits for passengers, reduce whole-
industry costs, or increase the long term value of the Franchise to the
Department. However, these examples are illustrative only and therefore not
exhaustive. Where no examples are given, Bidders may still provide
additional Initiatives (but note subsection 5.1.6 below). Bidders should note,
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where additional Initiatives are proposed, that each one of them must align
with the relevant requirements for the Sub-Plan and be supported by credible
implementation plans.

5.1.6 Bidders should note that certain specific Sub-Plans may score an 8 only on
the basis of being a particularly robust response that provides excellent
confidence overall that the specific requirements of the Sub-Plan will be mef?
For the avoidance of doubt, such Sub-Plans may not score an 8 on the e@
that they provide good confidence overall that the requiremen @
specification will be exceeded. The basis on which such Su % y
score between 6 and 8 (in accordance with subsections 7.3.5.?1}.5.12
(Intermediate scores)) should be construed accordingly. Such Stb-Plans

c*

may not score an evaluation score higher than 8. ub-Plans are
identified in their respective part (C).

51.7 Details of how each Sub-Plan will be evalu
(TransPennine Express marking framewqrk a
subsection 7.3.5 (Scoring methodology):

5.1.8 Bidders must also read the contents ofthe Franchise Signature Documents
provided with this ITT which go ovisions relevant to meeting the
requirements specified in t% ction 5 (Detailed Bid submission
requirements — Delivery s). A% part of this procurement, Bidders are not

permitted to mark u hise Signature Documents other than to fill
gaps denoted by t ftifg note ‘Bidders to populate’. It is an overarching
requirement that Bidders’ proposals set out in each Delivery Plan and Sub-
Plan are co with the Franchise Signature Documents. For the

avoida ubt, any Initiative contained within a Bidder’s response to
this an 5 (Detailed Bid submission requirements — Delivery Plans)
@non-compliant with the Franchise Signature Documents will not
e Department’s requirements, and will result in a Bid being treated

2 non-compliant. In addition such Initiatives, and any other Initiatives which
\ are contingent on them, will not attract evaluation credit.
&9 Bidders’ attention is drawn to subsection 4.6 (Cross referencing) of this ITT.
Residual Value Mechanism

5.1.10 The Department has developed a residual value mechanism (the “Residual
Value Mechanism” or “RV Mechanism” to promote investment in assets
where there is a return over a period greater than the Franchise Term. Where
permitted in the relevant Sub-Plan in this Section 5 (Detailed Bid submission
requirements — Delivery Plans) a Bidder may propose that assets benefit
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N\

from the RV Mechanism. In order for any asset proposed by a Bidder to be
covered by the RV Mechanism and designated as a Primary Franchise
Asset, the Bidder must conform to all, without exception, of the following
requirements:

Any asset or collection of related assets (referred to as a ‘Scheme’)
proposed, must contribute towards meeting the requirements of tf@

relevant Sub-Plan set out in Part (A) of that plan;

Any asset or Scheme proposed must not exceed a capital co %
million. The residual value of the asset payable at the
Franchise Term may only take account of the capital cgsts of

(which shall only include the cost of the asset and in;}g&fiobn). n-going
operating costs and project management costs t bedborne by the
Franchisee and may not be passed on to a Succeg§or Operator;

The useful economic life of the asset %set comprised in a
Scheme must be greater than the Frar@ m remaining at the time

the asset is brought into use;

iv. The Bidder may propose up venassets or Schemes within its Bid,

where the RV Mechanism is% befised. The total value of all of the assets
or Schemes subject to the RV Mechanism must not exceed £75 million;

v. Any asset or Sch osed shall be delivered and brought into use

by the end of theg fourti\f-ranchisee Year, and either generate revenue or
reduce cost iotsly incurred from that time;

vi. The trans

e of the asset at the end of the Franchise Term will be
cal @ d based on an assumption that the asset will be fully depreciated

ommg ‘Straight line’ basis over a maximum of 15 years from the point at
the asset or Scheme is brought into use, or such shorter time

od equivalent to the useful economic life of the asset should that
period be lower than 15 years;

vii. The asset or Scheme must be financially positive (i.e. generate revenue

or cost savings in excess of the cost of the asset or Scheme) over the
maximum of 15 years or such other shorter period as is equivalent to its
useful economic life. In addition, the remaining return following the asset
transfer to the Successor Operator must exceed the transfer value
calculated in accordance with these instructions and provided in the
Bidder’s mark-up of the Franchise Agreement referred to below;
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5.1.11

N

viii. The Bidder may propose the use of third party funding to purchase such

Xi.

assets or Schemes, but such funding may not bind a Successor
Operator. This means that the Successor Operator will not be required to
assume any liabilities associated with any third party funding and such
funding arrangements will not transfer to the Successor Operator or have

a value attributed to them for the purposes of the Franchise Agreemen

Such funding must clearly be defined in the Bid; 6

ix. With the exception of Network Rail Fixture Assets (the require %
f

which are described in the Franchise Agreement), the reley,
Scheme (which for this purpose and without limitation includes all selated
) mu

software licences and intellectual property relating thereto remain
the unencumbered property of the Franchisee thr oUythe Franchise
Period and be capable of unencumbered tr the Successor

Operator at the end of the Franchise Period this principle will apply
even where the asset is funded in whole %by one or more third
parties). This means that, with the @w of Network Rail Fixture
Assets, assets which are fixed t and become the property of

the landlord, or any items on re#i ck which become the property of
the owner are not capable X sion in the RV Mechanism;
m

The relevant asset or Sche all be designated as Primary Franchise
Asset(s) in accord and subject to the terms of the mechanism
contained in th ise Agreement; and

The Bidder m ubmit the evidence set out in subsection 5.1.13.

o comply with these requirements with respect to any asset
epartment:

the right to amend the marked up version of the Franchise

I 4@
ment submitted by the Bidder to remove any references to the
»

sidual value of the relevant asset(s) and not to designate any such
asset as a Primary Franchise Asset;

Will otherwise evaluate the Bid on the basis that the Initiative(s)
associated with the introduction of the asset or Scheme are included in
the Bid and will be committed to by the Bidder (subject to Section 4.13.3
(Contractualisation); and

May take into account the fact that the RV Mechanism will not apply to
the asset or Scheme in all relevant elements of the evaluation (including,
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without limitation in the allocation of evaluation scores and in the
Financial Robustness Test).

5.1.12 Bidders must populate the relevant parts of the Appendix to Schedule 14.4
of the Franchise Agreement and Supplemental Agreement forming part of
the Franchise Agreement, detailing the asset and the value for transfer under
the Transfer Scheme expected (in accordance with the requirements |
subsection 5.1.10) upon the Expiry Date of the Franchise Agreemen %
this purpose, the Bidder should assume the Expiry Date will be date
derived from limb (a) of the definition of “Expiry Date” (as th ise
Agreement provides for the effect on the transfer value of an extén under
Schedule 18 of the Franchise Agreement). !

5.1.13 Bidders must submit the following evidence in ny asset or

Scheme under the RV Mechanism in the Sub-Plan r@!where the asset

or Scheme is being proposed: ?\
i. Commercial justification of the ass me using its forecast
revenues and costs, and any non- I information in line with

webTAG guidance (though Bidders'shou d note the requirement that the
asset or Scheme must be fi sitive over a maximum of 15 years
from the point at which the% r Scheme is brought into use, or such
shorter period equivalént to useful economic life of the asset should
that period be low years));

ii. Detailed desgri nd capital cost of each asset or Scheme, operating
costs andgrojeCignanagement costs;

iii. Dem ration (with supporting evidence) of the useful economic life of

th Scheme, which must be greater than the Franchise Term
IAg at the point when the asset is brought into use but will not be
|nto account to the extent that it is longer than 15 years when
C Iculatlng the residual value of the asset;

. The terms of any third party funding for the asset or Scheme; and

Evidence that the asset (or in the case of a Scheme each asset within it)
will be and remain the unencumbered property of the Franchisee for the
Franchise Period and will transfer to the Successor Operator
unencumbered at the end of the Franchise Period or that the asset will
qualify as a Network Rail Fixture Asset.

5.1.14 If the Department considers that the evidence supplied by the Bidder is
insufficient to justify the inclusion of the asset or Scheme within the RV
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Mechanism or the transfer value attributed by the Bidder to an asset, the
Department may (but it is not obliged to) seek additional information or
clarification from the relevant Bidder in accordance with subsection 4.13.2
(Engagement with Bidders and evaluation clarification process).
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5.2 Delivery Plan 0 — Bid Summary

5.2.1 The Department requires Bidders to summarise their Bids. This summary
shall include:

i.  The Bidder's overarching strategy and objectives for the Franchise;

ii. The Bidder’s view of the market, its opportunities and challenges;

ii. A programme summarising key business activities, including a derLb
er

schedule which shows the dates of:

e Key actions which the Franchisee needs to take in or
the principal Initiatives included in the Delivery Plang;

e Any significant events that will affect the o ions, costs or
revenues of the Franchise; and

e Key risks and how they will be mitigated;?\
iv. A waterfall chart summarising the ch@ revenue and cost (and

consequently Franchise premium o y) between 2016/17 and

2022/23, such that the impact of a ificant Initiatives is highlighted.
The chart shall only disaggreg ors greater than £5,000,000, and
shall be in 2015/16 prices BRindexed. An example waterfall chart is

shown below:

Figure 5.1. Example waterfall chart

5.2.2 Bidders should be aware that the Bid Summary will not be scored, but,
subject to subsection 4.4.6, that all evaluators will be provided with a copy
of it to aid their understanding of the Sub-Plans that they will evaluate.
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5.3
5.3.1

5.3.1.1

5.3.1.2

Delivery Plan 1 — Franchise management

DP1.1 Leadership and Management

(A) REQUIREMENT

The Department requires a Franchisee who will lead, structure, manage and
invest in its organisation and workforce to deliver the obligations a
objectives of the business during all stages of the Franchise Term. MQ(HL

these requirements includes:
i. Managing the organisation through effective corporate mga Qent

systems and an efficient organisational structure;

3

ii. Managing the organisation to optimise the efficienc business;

iii. Managing staff transfers, including complying

TUPE, and staff consultation and com i
minimising disruption to staff and servi%
iv. Managing the existing pension sche he Start Date. Bidders are

reminded that contracting out of t d state pension ends in April
2016 and shall make appropri cial provision for this.

ligations under
n activities, while

The Department requires a Fra ee who has the overall capability to
deliver all aspects of the blsinesSthroughout the Franchise Term, including
by:

i. Employing pgo ulfilling, worthwhile and contractually secure roles
and crea% re it adds value to the Franchise Services) new

opporiuRitiag for employment and careers;

iIng~ management and leadership skills throughout the
jsation;

derstanding and improving the skills and competence of its own staff
and the staff of organisations in its supply chain, where it relies on such
organisations to deliver or support key aspects of the business;

iv. Recruiting and training staff to continue through to the end of the
Franchise Term as if they were to continue as the Franchisee after the
expiry of the Franchise Term;

v. Monitoring, managing and improving the level of staff engagement and
morale;

vi. Managing contractors and sub-contractors proactively, where it relies on
such organisations to deliver or support key aspects of the business;
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vii. Promoting diversity and equality across the workforce and attracting and
recruiting people who are new to the rail industry, particularly from
historically under-represented groups, including through
apprenticeships, traineeships and graduate schemes;

viii.Operating effective systems to identify, monitor and manage
occupational health risks and supporting the general wellbeing of tf@

whole workforce; and
ix. Creating healthy, positive working environments that opti (L
attractiveness of roles and increase the wellbeing of staff.
5.3.1.3 The Department requires a Franchisee who will safeguard the urity of
staff working across the Franchise and, applying the prin€i of community
safety (set out in Delivering Safer Communitie uide to effective
partnership working), will reduce the incidence @and fear of crime and anti-

social behaviour against staff at stations and yincluding by:
i. Implementing systems, including st @ to control and minimise
crime and security incidents;

ii. Assessing and reviewing reg security and crime risk to staff

across the Franchise; and :
iii. Working effectively witmBritisi*T ransport Police, community groups, local
authorities and ot ies.

5.3.1.4 The Department requices a Franchisee who will create a management

structure thaiy,en s effective engagement with the DfT/Rail North
' oughout the Franchise Term, maintain a responsive,
collaborative working arrangement with the DfT/Rail North

stibSequent arrangements described in subsection 3.16 of this ITT.
\&(B) EVIDENCE BIDDERS SHALL PROVIDE
1.5 In addition to the Minimum Evidential Requirements, Bidders’ responses
shall cover as a minimum:

i.  Full-time equivalent staff numbers (split between employees and agency
staff) with broad grade, role and location at the Start Date together with
an explanation of how the numbers were derived;

ii. Where the Bidder is suggesting any material change in staff headcount
during the Franchise Term, the reasons for that change and the way in
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which it will be managed, highlighting any impacts on operations and
customer contact;

iii. Proposed usage of different employment contract types, including
explanations for any use of zero hours contracts; and

iv. A statement of their assumptions in respect to management of the
pension scheme.

(C) SCORING &

5.3.1.6 For meeting, overall, the above requirements to an acceptahfe rd,

Bidders will score 6 in line with Table 7.3 (TransPennine Express gfiarking
framework and guidance). Without prejudice to the gen of subsection
ho

7.3.5 (Scoring methodology), specific example the above

requirements may be exceeded are set out below:

i. Proposals that will deliver sustainable i r%n’nts in the skills and
competence of the workforce, the ef @N ich will continue for the
long term, in the supply chain and/or K rail industry in relation to
the Franchise; and

ii. Proposals that will encoura re young people to join the workforce
and that support wider,indust forts in this area.

5.3.2 DP1.2 Mobilisati

(A) REQUIR

5321 TheD e; requires an operator who will ensure a smooth and safe
mo'!'I ) of the business on time and with no disruption to passenger

This requirement includes but is not limited to managing the
for complying with the Conditions Precedent Agreement and:

&i. Obtaining all necessary licences and Statements of National Regulatory

\ Provisions required pursuant to the Railways Act 1993 and the Railway
(Licensing of Railway Undertakings) Regulations 2005 to operate the
Franchise;

ii. Obtaining all other necessary consents (including all necessary safety
approvals), licences (other than licences required under the Railways Act
1993 and/or the Railway (Licensing of Railway Undertakings)
Regulations 2005) and contractual rights (including under access
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5.3.2.2

5.3.2.3

5.3.2.4

5.3.2.5

agreements, station leases, depot leases and rolling stock leases) before
the Start Date; and

ii. Implementing plans to ensure the continued reliable operation of
Franchise Services at the Start Date, notwithstanding the impact of any
transfers of rolling stock and/or train crew to the Northern Franchise that
result from the remapping of Blackpool, Windermere and Barro%

services. (L
(B) EVIDENCE BIDDERS SHOULD PROVIDE Q

The Minimum Evidential Requirements apply.

(C) SCORING

For meeting, overall, the above requirements to table standard,
Bidders will score 6 in line with Table 7.3 (Tran e Express marking
framework and guidance). In determining whetleRito allocate an evaluation
score higher than 6 in accordance bsection 7.3.5 (Scoring
methodology), the evaluators will as the extent to which the Sub-
Plan is supported by particularly evidence that is in line with the
evidential requirements in part{B)&and that provides excellent confidence
that the requirements of t spe&ation will be met. No additional credit will

be given for Initiative il generate improved outcomes so that the
requirements of the s ication will be exceeded. Bidders may therefore
score an evaluaii of up to 8 for this Sub-Plan.

A bidder thaw below 4 will result in the bid being treated as non-

compli%
(D@ R INFORMATION

should note that this Sub-Plan will be passed to the Office of Rail

%gulation (ORR) who will provide a report on Bidders’ responses to this

N\

Sub-Plan to evaluators in accordance with subsection 7.3 (Quality and
deliverability evaluation).
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5.3.3

5.3.3.1

5.3.3.2

DP1.3 Stakeholder Partnering

Note: For the purposes of this Sub-Plan ‘stakeholders’ include, without
limitation: Network Rail, ORR, Transport Scotland, Rail Standards and
Safety Board (RSSB), National Skills Academy for Railway Engineering,
other train operators, freight operators, rolling stock leasing companies,
Association of Train Operating Companies/Rail Settlement Plan, BTP, Raf

Community Rail Partnerships, tourism authorities, Local E

Partnerships, Local Authorities, Local Transport Authoritie
e )

Transport Executives, Combined Authorities and the Franc
supply chain including Small and Medium Enterprises (SM&).
o

(A) REQUIREMENT Q~

The Department requires a Franchisee wh [ rk proactively in
partnership with stakeholders to develop andf\deliver Initiatives to improve
whole-industry efficiency in relation to t anghise, and to support wider
industry strategies, including better planning at industry level and

with local authorities and between? er service and freight operators.
h

The Department requires a Fraﬁ e who will use reasonable endeavours
to develop and enter into ag soo reasonably practicable, but in any event

within two years, an greement with Network Rail that does not
require the consegt, of\the Secretary of State under Schedule 13 of the
Franchise Agre t 10’ improve safety, performance, service quality and

industry valuvo ey and support and develop joint projects.
(B) EV IDDERS SHALL PROVIDE

n to the Minimum Evidential Requirements, Bidders’ responses
céver as a minimum:

Their strategy for engagement with stakeholders (making reference
where necessary to the Customer and Stakeholder Engagement
Strategy) including how the Bidder has understood stakeholder priorities
for future improvements in whole industry cost-efficiency and strategic
planning, and how feedback will be acted upon; and

ii. Evidence of engagement with Network Rail, setting out clear objectives
for an alliance that does not require the consent of the Secretary of State
under Schedule 13 of the Franchise Agreement, proposed areas for joint
working, the agreed behaviours and how costs and benefits are to be
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shared. In addition, Bidders shall include a letter from Network Rail
setting out their support for this approach.

(C) SCORING

5.3.3.4 For meeting, overall, the above requirements to an acceptable standard,
Bidders will score 6 in line with Table 7.3 (TransPennine Express markin

framework and guidance). Without prejudice to the generality of subsecti
7.3.5 (Scoring methodology), specific examples of how the ove

requirements may be exceeded are set out below:

i. In relation to the requirements described in subsections%1 and

5.3.3.2, a stakeholder engagement strategy that will deliver significant,
wider rail network benefits within the context of theskranchise;

BS 11000 ‘Collaborative Business Re ps’  with industry

ii. Proposals for collaborative working including achi€ving accreditation to
|
stakeholders; E

iii. Proposals for the ongoing assessme review of the delivery of

collaborative behaviours, includi se as agreed as part of the alliance
with Network Rail; and
i

iv. Proposals in support o Comb y Rail Partnerships over and above the
requirements of th ise Agreement.

5.34 DP1.4 Sustaina
5.3.4.1 Bidders

and Environment

ose assets to be funded by the Residual Value Mechanism

under lan.
IREMENT
5.3. e Department requires a Franchisee who will:

Implement a Sustainable Development Strategy and Sustainable

i.
\ Development Plan;
ii. Meet the targets specified in paragraph 17 (Environmental impact

monitoring, data collection and contractual targets) of Schedule 13
(Information and Industry Initiatives) of the Franchise Agreement and
delivering environmental outcomes connected with delivering Franchise
Services;
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iii. Invest, develop and co-operate in the use of existing and new Franchise
Assets (and in particular Station Assets) so as to improve the socio-
economic impact in the region of the Franchise in delivering community
and local business benefits;

iv. Implement a sustainable procurement strategy that has been

independently evaluated by an appropriate third party as being i
accordance with BS8903; and

v. Involve stakeholders (including public bodies, customers and t w
an involvement in rail) in developing strategies and bei nd
accountable in decision making, measuring, monitoring and orting
publicly on progress towards achieving Iong-term.%nability and
environmental outcomes connected with deliveri anchise Services.

(B) EVIDENCE BIDDERS SHALL PROVIDE v

5.3.4.3 In addition to the Minimum Evidential Rgqui ts, Bidders’ responses
shall cover as a minimum:

i. Their Sustainable Developmﬁt ategy. This shall include as a

minimum:

e The key aims, targets, %ity outcomes and risks with respect to
delivering envir; al outcomes connected with delivering the
Franchise Sger

| trajectory towards meeting the traction carbon
target%ed in paragraph 17 of Schedule 13 (Information and
ry

I itiatives) of the Franchise Agreement;
ey aims, targets, priority outcomes and risks with respect to
ivering community and local business benefits by investment,
development and co-operation in the use of existing and new
& Franchise Assets (and in particular Station Assets);

\ e How the Franchisee will ensure that delivery of environmental
outcomes and community and local business benefits, connected
with delivering Franchise Services, will be incorporated in developing
the governance and leadership of the organisation and be considered

in its key decisions, including on operations, asset management,
procurement and investment;
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e How the Franchisee will keep abreast of sustainability best practice
in the rail industry and other sectors and reflect this in their plans and
programmes connected with delivering Franchise Services;

¢ How the Franchisee will ensure robust, authoritative and independent
review and challenge of how it is implementing its Sustainable
Development Strategy throughout the life of the Franchise and how
will ensure that results are acted upon; %

e The Franchisee’s approach to ensuring that staff have the %a
knowledge required to deliver environmentally sustainabfe Er ise

Services; and
e How the Franchisee will ensure comm d business

expectations and opportunities with respect 4@1- io-economic and
environmental benefits connected with dativering, Franchise Services
are understood, taken into accotnt Wand communicated to

stakeholders;

ii. Their Initial Sustainable Develop to support the implementation
of the Sustainable Developmv gy (in line with the terms of the
I

Franchise Agreement), whirﬁ‘ include:
e Proposals for usingsthe r dustry’s Sustainable Development Self-

Assessment (or equivalent alternative framework) to
benchmark t'sustainability performance and identify areas for

riority Initiatives in support of the Sustainable
ent Strategy, with details of the investment and outcomes

h Initiative;
% oposals for engagement with RSSB and other relevant

stakeholders identified by the Bidder, and how independent review
and challenge by stakeholders will be taken into account; and

$\ e How activities implementing the Sustainable Development Strategy

will be resourced, including details of project costs and investment, to
ensure effective delivery of plans and Initiatives.

(C) SCORING

5.3.4.4 For meeting, overall, the above requirements to an acceptable standard,
Bidders will score 6 in line with Table 7.3 (TransPennine Express marking
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5.3.5

5.3.5.1

framework and guidance). Without prejudice to the generality of subsection
7.3.5 (Scoring methodology), specific examples of how the above
requirements may be exceeded are set out below:

Setting and monitoring specific, relevant, and accredited standards in
areas of socio-economic sustainability and environment benefit
connected with delivering Franchise Services not covered by the targe%

and reporting requirements in the Franchise Agreement. (L

DP1.5 Innovation

(A) REQUIREMENT ! (]/

The Department requires a Franchisee who will:

improve customer service and operationd rmance, deliver efficient
Franchise Services, reduce indus and deliver a stronger
integrated multi-modal transpo through developing and

implementing an Innovation Stgategygand
Support the delivery of the %eéchnical Strategy (RTS).

Support and embed innovation throughouvasiness in order to
e

5.3.5.2 Bidders must comply with®granchigse Agreement Schedule 13 paragraph 19,

5.3.5.3 Bidders

<

which sets out the re s regarding the Innovation Account. For the
avoidance of dou itlatives proposed in the Bid shall be financed from
the Innovation t.

%ude in their Financial Models any revenue attributed to
om'schemes that may emerge from their Innovation Strategy or

e Innovation Fund.

-

WDENCE BIDDERS SHALL PROVIDE

addition to the Minimum Evidential Requirements, Bidders’ responses

shall provide, as a minimum, their Innovation Strategy, which sets out how
the Franchisee will encourage the development of innovative products,
services and processes that promote better customer service and
operational performance, the efficient operation of the Franchise and
industry cost reduction. This shall include, without limitation:

How the Franchisee will develop its innovation capability, including
employees, systems and processes, with details as to how innovation
projects will be selected and managed (including, but not limited to, the
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5.3.5.5

proposed approach to schemes utilising the Innovation Account in
Franchise life);

ii. How effective techniques will be used for capturing ideas from
customers, partners, supply chain and other stakeholders; and

iii. How the Franchisee will partner and collaborate with other organisations
to develop innovation proposals that fully exploit the potential benefit %
the Innovation Account and other sources of funding, to assist in brifiging
new technologies, processes, business models and producQt

market. (L
(C) SCORING !
For meeting, overall, the above requirements to & ceptable standard,

Bidders will score 6 in line with Table 7.3 (TransPengine Express marking
framework and guidance). In determining whgth ocate an evaluation
score higher than 6 in accordance with ection 7.3.5 (Scoring
methodology), the evaluators will asses extent to which the Sub-
Plan is supported by particularly ro ence that is in line with the
evidential requirements in part ( at provides excellent confidence
that the requirements of the speﬁ ion will be met. No additional credit will
be given for Initiatives that willeg€nerate improved outcomes so that the
requirements of the ifieation will be exceeded. Bidders may therefore
score an evaluatiogssc@re'ef up to 8 for this Sub-Plan.
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54 Delivery Plan 2 — Train services and performance

5.41 DP2.1 Train Services

(A) REQUIREMENTS

5.4.1.1 The Department requires a Franchisee who will plan and operate attractive
customer-focused intercity train services and, in particular, whose tra%
services will:

i. Meet the minimum train service and capacity requirements
the Train Service Requirement (“TSR”) contained in Attac
(Train Service Requirement) to this ITT?,?; !

ii. Operate at broadly regular intervals, except where yagiatiofs in frequency
are needed in order to match the profile of de example peak

additional services; ramping up and down t e frequency at the
beginning and end of the operating day);

iii. Avoid increasing journey times on a lar route compared to the

December 2014 timetable, e here such increases are
demonstrably necessary in or et the TSR or other requirements
of this ITT, or to deliver other res of their train service proposals that

are beneficial to passengers;

iv. Take due accou needs of passengers travelling to or from
intermediate st bétween Manchester, Huddersfield and Leeds, as
well as the_ne f longer-distance intercity passengers;

ring, performance and pathing allowances in the timetable
m necessary in order to comply with the Timetable Planning

d meet other relevant requirements of this ITT, thereby
ising opportunities to improve journey times; and
i. Allow paths for other operators’ train services in accordance with the
instructions set out in subsection 5.4.1(E).

$Forthe purposes of assessing compliance with the TSR in the Bid evaluation process, the Department will disregard any non-
compliances that would be resolved if the timing of a particular train service were to be adjusted by no more than five minutes.
For example a service that is scheduled to arrive at a particular station at 0955 may be counted towards meeting the specified
requirement for the 1000-1559 interval, provided that the service is not also counted towards meeting the specified requirement
for the 0600-0959 interval. Bidders must identify any instances where they are reliant on this flexibility to demonstrate

compliance with the TSR. This flexibility does not apply in respect of the capacity requirements or the requirements about first
and last train times.

2 |f Bidders identify any manifest errors or inconsistencies within the TSR tables, they may raise a BCQ no later than 5:00pm on
Friday 6 March 2015. If the Department agrees that an error has been made, it will issue an amended version of the TSR to all
Bidders.
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5.4.1.2 The Department requires a Franchisee who, in accordance with the
Franchise Agreement, will work with other train operators to plan overall
service patterns and connecting services in a way that maximises passenger
benefits to the greatest extent reasonably practicable.

5.4.1.3 The Department requires a Franchisee who, from the timetable change date
in December 2018 to the end of the Core Franchise Term, will (to t
greatest extent practicable within the constraints of this ITT and of the raj ,.
infrastructure, taking account of committed enhancement schemesaetailéd
in the Base Infrastructure Assumptions Document) provi %@, ent
capacity on all train services to accommodate the level of demand
forecast in their Bid. For these purposes, “sufficient capacity” meafs that:

es Standard-class
2(D) (which may
equals or exceeds
hroughout its journey;

i. The rolling stock allocated to each service p
capacity measured in accordance with subsecti
include standing capacity during the Peaks o
the forecast standard class passenger Joa

ii. Where standing is forecast in the 7 passengers must not be
required to stand for more than,20 minutes (or up to 22 minutes between
Huddersfield and Leeds in gith tion on services that operate non-
stop between those station% Peaks)*; and

iii. Forecast loadings or P standing in excess of these requirements of

up to a maximu 0 passengers per carriage will nevertheless be
regarded a the requirement if, and only if, the Bidder
demonstr e Department’s satisfaction that it will, in practice, be

POSSi those excess loadings or Peak standing by appropriate
ment techniques whose effects have not been modelled in
er's loading forecasts (i.e. reducing availability of advance

ﬁ ase fares on the overcrowded train and increasing availability on
er services which have spare capacity and which operate between the
same two points within an hour of the overcrowded service in question).

N The Department requires a Franchisee who will implement Initiatives that
can reasonably be expected to increase rail's modal share for surface
access to and from the principal airports within the Franchise area (including

3 Forecast loading for a typical Wednesday in autumn with no disruption to services, no special events generating abnormal
demand and no Challenging Circumstances.

4 Current journey times between these two stations are typically 20 minutes or just under. The '22 minute’ provision is not intended
to signal an intention that journey times will be lengthened; rather, it is to clarify that a degree of standing will be acceptable in
the event that small amounts of pathing time (if needed to be added within the timetable) mean that the journey time has to be
lengthened to just over 20 minutes.
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5.4.1.5 The Department requires a Franchisee who will employ sufficient crew wi

e

in particular Manchester, Newcastle, Edinburgh, Glasgow, Liverpool John
Lennon (until December 2017, when TPE’s service transfers to Northern),
Leeds-Bradford and Robin Hood) compared to a scenario in which the
characteristics of rail services and all other relevant factors prevailing at the

time of issuing this ITT are maintained.

relevant training and route knowledge to operate services in accordanc
their proposed timetables, taking account of all relevant factors (i

di

classes that are newly-introduced into the franchise, route leéarfiing, and

the need for train crew training to support the introduction of anm

operation under ERTMS).

5.4.1.6 The Department requires a Franchisee who will:

timetabling innovations or infrastructure 4gn ents in addition to
those already planned by Network il ported if necessary by

deployment of rolling stock with the techili apability to take advantage
of those enhancements), particulariyyon routes where current timetabled

journey times are slow by CS with the passenger rail network as

Take the lead in identifying proposals to re%zmey times through
c

whole;

Identify ways to qver e the obstacles to successful delivery of
worthwhile enhan nts, including by working with Network Rail, other
passenger ht operators, and other stakeholders (including

n
potential fupde nd
. Driv progress within the industry to deliver them.

depaktment requires a Franchisee who will identify where there is likely
@ and for services to operate earlier in the morning and/or later in
2ning than is permitted by Network Rail’'s engineering access rules
d who will work with, and where necessary challenge, Network Rail to

overcome the obstacles to meeting that demand.

The Department requires a Franchisee who will take a proactive approach
to planning for demand for seasonal travel and travel to and from special
events and, so far as reasonably practicable, provide the capacity needed to
meet that demand.
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(B) EVIDENCE THAT BIDDERS SHOULD PROVIDE

5.4.1.9 In addition to the Minimum Evidential Requirements, Bidders’ responses
shall cover as a minimum:

i. An overview of the principal proposed changes to service patterns and
rolling stock at any time during the Franchise Term, compared to th

December 2014 timetable, to include:
o A description of proposed train service frequency enhance (SL
over and above the requirements of the TSR;

o A description of any changes to the rolling stock types thatare
deployed on each route served by the Franchis

o A description of any infrastructure changes%Bidder is
assuming (over and above those descri ' Base
Infrastructure Assumptions Documen tv

o A description of how the Bidder’ @es and operational plans
(including its approach to ma t, diagramming and
deployment of rolling stoc in crew) will support better train

service performance; ;
o A technical annex fwhic excluded from the page count) setting
out:
. imetable Planning Rules, or changes to the

is rules®, that have been assumed (with supporting

nce, including the views of Network Rail);
Qﬁny proposed flexing of other passenger and freight
operators’ services that has been assumed (with an

& explanation of why this flexing is considered to be

achievable);

\& . Any changes to the Engineering Access Statement (Section
4) and signal box opening hours that have been assumed
(again with supporting evidence, including the views of
Network Rail); and

5 je.the latest values published by Network Rail as at the date of issuing this ITT, subject to the amendments outlined in the

Base Infrastructure Assumptions Document.
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. Any instances in which compliance with the TSR is
dependent on the “five minute flex” described in footnote 1
above.

ii. A marked-up version of TSR1, TSR2 and TSR3 (including the capacity
requirements contained therein), indicating journey time commitments
and enhancements to the specified requirements that the Bidd
proposes to include in the contract version of the TSR in accordanc %
the further information provided in section (D) below and gui e
how to mark up the TSR sheets provided in Attachment (1);

in Schedule 1.6 of the Franchise Agreement) that be needed to
operate the Bidder's proposed train service dditions are
permissible only if they have been approved Department in
response to a confidential BCQ raised by idder during the Bid
phase®. A Bid that includes additions tp theNge@graphic scope that have
not been so approved will be treated ompliant;

iii. A list of any additions to the geographic scope of the Fragchise tated
ch l\

iv. The Bidder's proposed all-day WeeKday, Saturday and Sunday
timetables for December 2047, ber 2018 (if different to December
2017) and December 2019 (if different to December 2017 and December
2018), including (at least for"Weekdays between 0700 and 1959, and

also on Saturdays,i ces when the Bidder proposes to operate a
higher service ney than on weekdays) the proposed timings for
other passe and freight operators’ services to demonstrate
complianc he requirements in Annex section 5.4.1(E). Timings for

oth ratprs’ services must be included in the working timetables and
put do not have to) be included in the public timetables. Tabular

@@m and working timetables must be submitted in PDF format,

pported by PIF and SPG technical interface files. Bidders must ensure

& consistency between the different versions submitted, as each format is
\ likely to be used for different purposes during the evaluation process;

v. A description of any train service changes proposed to take effect at any

time other than the timetable changes in December 2017, December

2018 and December 2019 which are not reflected in the timetables
provided. Bidders are not required to provide full timetables or rolling

"
2

6 In considering such BCQs, the Department will consider the extent to which the proposal addresses a clear priority for

passengers and/or other stakeholders; the likelihood of generating additional passenger demand (as opposed to transferring
demand and revenue from one operator’s service to another’s); the extent to which the TPE franchisee would be better placed
than other franchisees to satisfy that demand; and the likely impact of the proposed services on other operators’ services (for
example in relation to train service performance).
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Vi.

stock diagrams to reflect such changes, but must describe their
proposals and their anticipated impacts in sufficient detail and with
sufficient evidence to assure the Department that they are deliverable
and can be resourced;

The Bidder’s proposed Train Plans for December 2017, December 2018
(if different to December 2017) and December 2019 (if different
December 2017 and December 2018) identifying the type and quant;
rolling stock allocated to all services that are scheduled to operatesat a
time (Weekdays, Saturdays and Sundays). Bidders m t e
standard template provided for this purpose in the Data %r any
alternative format that the Department may authorise tRrough%the BCQ
process’), and must:

Provide loading forecasts for all services on
Wednesday, Saturday and Sunday, bas
Timetable and Train Plan (assumipg a
demand) and their December 2
(assuming autumn 2019 leve and). These loading
forecasts shall be derived Bidder’s crowding model in

accordance with Sectio} i ;
Demonstrate that their plans for later years of the Franchise will

accommodat | cast demand growth, either by providing
loading for based on their December 2018 Timetable and
Train Pla suming autumn 2023 levels of demand) or by

provi ding forecasts based on a 2023 Timetable and Train
o@ assuming autumn 2023 levels of demand) or by providing a

eir December 2017
2018 levels of
able and Train Plan

additional rolling stock (over and above the December 2018

. ative explanation of how the Bidder has assessed the quantity

Train Fleet) that will be needed in order to accommodate growth to

& the end of the core Franchise Term;

N

Provide a brief summary of the approach to crowding modelling
and the principal strengths and limitations of that approach;

Highlight any services for which they forecast loadings in excess of
capacity (determined in accordance with section 5.4.2(D)), Off-
Peak standing of any duration, or Peak standing for more than 20

7 Any response to such a BCQ would be made available to all Bidders, not treated as a confidential BCQ.
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minutes (22 minutes for non-stop services between Huddersfield
and Leeds) and;

o Where such instances arise in December 2018 or later, must
explain why it would not be possible to provide additional capacity
on those services within the constraints of the railway infrastructure
(taking account of the Base Infrastructure Assumptions Document
and the other requirements of this ITT; %
vii. The Bidder’s proposed rolling stock diagrams for the Decem %
December 2018 (if different from December 2017) and De t@ng

(if different from December 2018) timetables, covering all trai rvices
to be operated on a typical Wednesday, Saturday an%y in autumn,
a

and a table showing the percentage fleet availa sstimed for each
rolling stock type (using the standard template provied on the Data Site).
Bidders must also set out any proposals for | g capacity to meet
particular peaks in demand on particular r (for example on Friday

or Sunday afternoons and evening
summer months), and how suitab
ch proposals affect the level of

to achieve that. To the exten
capacity to be provided duri% Morning Peak or Evening Peak at any
of the locations coverged by capacity requirements in the TSR on

tourist routes during the
stock will be made available

particular days of or at particular times of year, this must be
highlighted in t idder's mark-up of the capacity requirements within
the TSR;

viii.An expla of any increases in journey times compared to the
De r 2014 timetable, with supporting explanation of why the
incre is necessary in order to meet the TSR or other requirements of

A T, or to deliver other features of their train service proposals that
% peneficial to passengers;
|

&' An explanation of how the Bidder’s planned train crew establishment
\ varies over the Franchise Term, including evidence to demonstrate that
the proposed resourcing levels will be sufficient to operate the proposed
timetables reliably taking account of training needs, and an explanation
of the proposed levels of overtime and rest-day working assumed in the

Bid. Supporting evidence may, but does not have to, include train crew
diagrams;

X. An explanation of how the Bidder’s train service proposals satisfy the
needs of users of the intermediate stations between Manchester,
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5.4.1.10

5.4.1.11

54.1.12

5.4.1.13

Huddersfield and Leeds, as identified by the bidder through consultation
with relevant stakeholders, as well as the needs of longer-distance
passengers;

xi. A summary of their Initiatives that specifically affect passengers travelling
to and from the principal airports served by the Franchise (to include
cross-references to relevant Initiatives in other Sub-Plans); and

xii. Evidence to demonstrate that their train planning team will compri e@
sufficient resource to meet the particular demands arising from %
Rail's infrastructure enhancement programmes and the r€qui nts
regarding train service development and evaluation, includi
obligations in Schedule 6.2 of the Franchise Agree t)

Further information about the format of these ev' al requirements is
given in subsection 5.4.1(D) (Contractualisation§Tr n Service Proposals)

(C) SCORING 0

For meeting, overall, the above requi to an acceptable standard,
Bidders will score 6 in line with Tav TransPennine Express marking

framework and guidance). :

Where a Bidder proposes, initiatives funded by Network Rail Regulatory
Asset Base, the Dep ill evaluate the initiative on the basis that is
has low confiden e initiative will be delivered unless the Bidder

guarantees an tive source of funding.
A bidder a% below 4 will result in the bid being treated as non-
compli

T @: ent’s evaluation of the deliverability of the Bidders’ train service
0sals will include consideration of:

The extent to which the Bidder’s proposed timetables comply with the
most recent version of the Timetable Planning Rules (including Sectional
Running Times) published by Network Rail at the date of issuing this ITT,
taking into account changes to those rules identified in the Base
Infrastructure Assumptions Document; and

The credibility of evidence provided by the Bidder (including any
evidence of Network Rail’s views) to justify any departures from these
rules, including any SRTs they have assumed in respect of rolling stock
types for which Network Rail has not published SRTs.
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5.4.1.14 Without prejudice to the generality of subsection 7.3.5 (Scoring
methodology), specific examples of how the above requirements may be
exceeded are set out below:

Bids that, taking the train service proposition in the round (including
taking account of any increases in journey times compared to the
December 2014 timetable and any other adverse features of the trai

service proposals), generate additional passenger benefit %
addressing the needs, priorities and aspirations of passengers @

stakeholders that the bidder has identified in any of the followi

e Providing additional train services on routes wherg, andjat’ times
when, there is likely to be significant passenge@&and for such
enhancements (which could include earlier jifs§trains or later last
trains than required by the TSR, as well as anced frequencies,
during the week or at weekends). The ent is particularly
interested to see commitments to operate,services on Boxing Day on
parts of the network where there% to be significant demand.
Commitments to operate additi vices may be made on a time-
limited or experimental bas orted by a commitment to review
and report to the Secre of State on passenger loadings and

associated costs and rev s, though time-limited commitments will
receive less weightindhe evaluation of this Sub-Plan than equivalent
commitmen ply throughout the Franchise Term;

e Deliverin ied train service enhancements or capacity

r in the Franchise Term than required by the TSR;

increa
o in!i new direct services between origins and destinations (over
above those specified in the TSR) for which the Bidder
nstrates that there is likely to be significant passenger demand;

& Providing faster journey times than are typically provided by the

December 2014 timetables (but excluding journey time
enhancements that are a consequence of any of the infrastructure
enhancement schemes mentioned in the Base Infrastructure
Assumptions Document).

Bids that demonstrate that they would allow paths for another operator's
services that exceed the minimum requirements specified in section
5.4.1(E) and that, as a result, can be expected to generate additional
benefits for passengers on that other operator's services. (For example,
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a Bidder who proposed to deploy 125mph rolling stock on services that
share sections of route with other long-distance high-speed services
might be able to demonstrate that this would enable beneficial changes
to InterCity service patterns and/or facilitate an improvement in other
operators' train service performance);

iii. Bids that include commitments to funding that would enable Network Rai
to deliver line speed improvements over and above those included |
Base Infrastructure Assumptions Document or Network Raiks, CR5
business plan; BQ

iv. Bids that include particularly strong commitments to embed, within the
Franchisee's timetable development processes, ¢ ation and joint
planning with the Northern franchisee and oth eraters to ensure
connecting services are well timed (and ad'us%e necessary to

reflect changes in other operators' timetables

v. Bids that contain innovative proposals@e se of spare capacity on
trains, for example by facilitating (to th permitted by the Franchise
Agreement as an ancillary servicenthe carriage of low-volume / high-
value freight or parcelss.

5.4.1.15 For the avoidance of doubt, arb posals for new or enhanced services,
increased capacity or enhafged journey times may be considered to exceed
the above requireme ly If, in the Department’s reasonable opinion, the
Bidder has dem@ that:
i. The enh efts are deliverable, taking account of all relevant
requi in this ITT (including in particular those described in section
5.4.

@ is likely to be sufficient passenger demand to justify the
ancements; and

:
&il Their primary impact is likely to be to increase rail passenger volumes

\ rather than to transfer demand away from other train operators.
»,1.16 Offering additional services that do not meet the criteria in paragraph
5.4.1.14 can be expected to result in a lower Final Score, as they will have
no positive impact on the Bidder’s quality score (Q) but the costs of operating

8  Bidders should bear in mind that the Secretary of State may want to ensure that a successor operator would not be committed,

explicitly or implicitly, to continue with such an arrangement and reserves the right to ensure that this is reflected in any
contractualisation of the relevant Initiative.
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those services will have an adverse impact on their bid price (P). Appendix
3 of this ITT (Risk adjustment) may also be applicable in this context.

(D) CONTRACTUALISATION OF TRAIN SERVICE PROPOSALS

5.4.1.17 Bidders are required to submit a marked-up version of TSR1, TSR2 and
TSRS, indicating the train service enhancements to which they propose
commit contractually. (No mark-up need be submitted for elements

TSR where no enhancements are proposed.) Further guidance is jgrayid
in Attachment (), but Bidders are required to mark up the T 0

indicate the Bidder’s proposed contractual commitments to:

I. Increases in the quantum of train services;

ii. Operating earlier first trains or later last trains tb@m’ged by the TSR;
iii. New direct journey opportunities that are not ired by the TSR; and
iv. Provision of capacity in excess of that

5.4.1.18 Bidders’ mark-ups of TSR2 and T also include journey time

commitments that reflect their trainsser proposals (as a minimum, for the
origin-destination pairs indicat ’%FSR). Mark-ups must not propose

any deletions or reductions in the | of service required by the TSR. The
Department is not preparedito contract on the basis of any such deletions or
reductions.

5.4.1.19 The Departme tion of whether Bidders’ train service proposals
quirements will be based on the description of those
ain text of the Bid, the submitted timetables and any other
ion in the Bid. The purpose of the Bidder's marked-up TSR
wi @ vide a starting-point for developing the version of the TSR for
c acitialisation in the event that the Bidder is identified as a leading

idder. If during the evaluation or contractualisation phases the Department
identifies a discrepancy between the marked-up TSR tables and the Bidder’s
timetables or other material submitted within the Bid, the Department may
ask a Clarification Question to clarify whether or not the Bidder intended to

be held contractually to the particular feature of train service in question.

5.4.1.20 During evaluation and contractualisation, the Department may amend the
Bidder’s mark-up to reflect any proposal described elsewhere in the Bid that
the Department regards as a feature which had a positive influence on the
Bidder’s evaluation score for this Sub-Plan but that is not captured in the
Bidder’'s mark-up. This amended version will be prepared by the Department
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or its technical advisers, who may (at the Department’s discretion) consult
or otherwise involve the Bidder during the process. The Department will then
issue the amended mark-up to the Bidder, asking them to confirm that they
would be prepared to enter into the Franchise Agreement on the basis of
that amended mark-up. If the Bidder is not prepared to do so, subsection 7.7
shall apply.

Table 5.2: Operational data required as part of Bids

TIME NOTES

PERIOD(S)

Overview As described in paragraph 5.4.1.9 .
of train above, the overview itself is to be
service included within the Delivery Pla ’
proposals
Technical The technical annex i be Technical Annex:
Annex contained in a separat ment | Word and PDF
and does not coun s the
page count.
Timetables | Dec 17, All services ( -Fri, Sat, Sun). To | PDF (public and
Dec 18 and | inc hs allowed for other working
Dec 19 (the rators’ services, as a minimum | timetables) plus
latter two e period Mon-Fri 0700- PIF and SPG
only if 59%and Sat in any instance technical
differen re the Bidder proposes a higher | interface files
fro ervice frequency than Mon-Fri).
pr. @ ale
imetable
Train Rla c17, All services (Mon-Fri, Sat, Sun). Excel (template
an ec 18 and on Data Site)
Dec 19 (the | See section 5.4.1.9 for
casts latter two requirements about loading
only if forecasts.
different
from
preceding
train plan)
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Rolling
stock
diagrams

Dec 17,
Dec 18 and
Dec 19 (the
latter two
only if

All services (typical autumn
Wednesday, Sat, Sun). Plus a
description of how any proposed
Friday-only strengthening will be
resourced, which may but does not

PDF

have to include Friday-only
diagrams)

different
from
preceding
diagrams)

Fleet
availability
table

Dec 17,
Dec 18 and
Dec 19 (the
latter two
only if
different
from
preceding
periods)

Wed-Fri, Sat, Sun

Excel((t
og Data Sit€)

\3?‘
S

Excel (template
on Data Site)

Train Fleet
table

Throughout | -
Franchise
Term

TSR TSR1, T
TSR2,

TSR3

Word, PDF
(TSR1)

d up as required by
h 5.4.1.9 above

Excel (TSR2,
TSR3)

HER INSTRUCTIONS AS TO OTHER OPERATORS’ SERVICES

541 PhiSssection contains further instructions to Bidders which, so far as possible,
& e aimed at ensuring that Bidders’ train service proposals are compatible
\ with those submitted by bidders for the Northern franchise, and are
consistent with the needs of other operators for train paths on sections of

route that they share with the TPE franchise.

5.4.1.22 Bidders must comply with these requirements when preparing their Bids.
However, instructions addressed to Northern bidders about the TPE services
that their timetables must accommodate are not intended to be binding on
the TPE bidders and vice versa.
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5.4.1.23 Bidders’ train service proposals must not exceed the upper limits described
in this document.

5.4.1.24 Bidders must also provide sufficient evidence to satisfy the Department that
their proposed timetables for December 2017 to the end of the Franchise
Term leave sufficient capacity for:

i. The future Northern franchisee to operate the specification of servir%
described in this document, which in some cases will differ fromi the
December 2014 level of service. In each case pathing time in %
paths must be kept to the minimum necessary; @

ii. Other passenger and freight operators to operate th sa(r&vel of
service as in their December 2014 timetables (exc@%re otherwise
stated); and

iii. The East Coast franchise operator, from DV 2017 onwards, to
(o

operate services in accordance with the ed specification set out
later in this Section.

5.4.1.25 This does not necessarily require to preserve other operators’
services in precisely today’s pa if proposing to re-time another
operator’s services, they must§ de sufficient evidence to demonstrate
that the other operator’s serviceswill still be deliverable without affecting the
calling patterns of tho ices, and without material adverse impacts on
service intervals, | es or turnaround times for those services. (In
the case of frei , Bidders must demonstrate that the paths remain
achievable terial adverse impacts on journey times or material
change etimes of day at which they operate.) It is not possible to define
what co s a “material” adverse impact, as this will depend upon the
e service in question. But Bidders should be aware that the
INgOf their train service proposals will take account of the extent to which
& eir proposals can be expected to affect (for better or for worse) the quality

nat
S

of the paths available for other operators.

@6 The instructions contained in this document are bid instructions only: they

will not be carried forward into the Franchise Agreement.

5.4.1.27 The following instructions apply from the timetable change date in December
2017 to the end of the Franchise Term, during the period 0700-1959
Mondays to Saturdays, and apply in both directions, except where otherwise
stated. They are additional to the requirements stated above in respect of
operators other than the Northern and TPE franchisees and the TSR.
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Liverpool-Manchester via
Chat Moss

Liverpool-Wigan via St .
Helens Central

plan to

O
NE

Instructions to TPE Bidders
The maximum frequency of service Bidders may

2tph Liverpool-Manchester;

Bidders must provide Northern paths

operate on this route is:

1tph Liverpool-Preston via St Helens
Central or St Helens Junction (being part g

Carlisle).

1tph Liverpool-Manchester
Class 319, calling at all i
stations;

an additional train fro erpool, arriving at
Manchester \lctofia between 0800 and
0859, time 319, calling at

Rainhill, reen, St Helens Junction and
Newtongle ws, and a corresponding
additignal®@eparture from Manchester
ict Liverpool between 1700 and
Qaaking the same intermediate calls);

h Liverpool-Warrington Bank Quay
calling at all intermediate stations, timed for
Class 319, with the first arrival at Liverpool
Lime Street being between 1000 and 1059;

1tph Chester-Manchester Victoria-Calder
Valley, timed for Class 158, calling at
Warrington Bank Quay and Newton-le-

-—

Instructions to Northern Bidders
Bidders % o¥ide TPE paths for:

o 2t iverpool-Manchester Victoria (for
Leeds and beyond), timed for class
185, which must between them provide
an hourly call at each of St Helens
Junction and Newton-le-Willows.
Westbound departures from, and
eastbound arrivals at, Manchester
Victoria are to be at approximately
regular 30-minute intervals.

e 1tph Liverpool-Preston, timed for class
350, which shall be assumed to call at
either St Helens Central or St Helens
Junction, and Wigan North Western,
continuing to Carlisle as per row (6)
below.

\
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Instructions to TPE Bidders
Willows. This service is to be timed to
provide an approximately regular half-hourly
service when taken together with the Wales
and Borders service between Chester and
Manchester.

Liverpool-Manchester via
Warrington Central

Bidders must not plan to operate any services oidders need not make provision for any TPE

this route during the hours within which these 4

instructions apply. Any scheduled services o
route must be for diversionary route learning,a
retention only, and must be confined to%the h

within which such operations are per
Franchise Agreement.

instructions.

Manchester-Bolton-
Preston

The maximum frequency of ser
plan to operate on this route 1§, 1

Q

Bidders must provide TPE paths for 1tph
between Manchester Airport and Scotland,
timed for Class 350, calling at Bolton (except
that services arriving at Manchester in the
Morning Peak or departing from Manchester
in the Evening Peak will not be required to
call at Bolton.

Manchester-Wigan-
Preston

Bidders m ot'plan to operate any services on
this ro he hours within which these
instr, ply. Any scheduled services on this

ust be for diversionary route learning and
(@ only, and must be confined to the hours
chise Agreement.

0
hich such operations are permitted by the

Bidders need not make provision for any TPE
services during the period covered by these
instructions.

Blackpool North-P. n

The maximum frequency of service Bidders may
plan to operate on this route is 1tph, and then only

Bidders must provide TPE paths for 1tph
between Blackpool North and Preston, timed
for Class 350, calling at Poulton-le Fylde.
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Instruc

tions to TPE Bidders

if as part of a direct service to that extends at least

to Carl

isle.

Preston-Oxenholme

The maximum frequency of service Bidders may

plan to
two-ho

operate on this route is three trains in any
ur period.

\5?“

between Manchester Airport and Scotland
ne further train per two-hour period
etween Preston and Scotland, in each case
calling at Lancaster, Oxenholme, Penrith and
Carlisle and timed for Class 350, the latter
being extensions of trains originating at
Liverpool and/or Blackpool North referred to
in rows (1) and (5).

Manchester-
Huddersfield-Leeds

&

Bidders must provide Northern pathgfor:
e 1tph Leeds-Brighous f%alder Valley
and Manchester Victor imed for Class
I

15x, calling at
and Mirfield;

1tph Hudgde
timed for

ting Morley, Dewsbury

-Brighouse-Halifax-Leeds,
15x, making no calls
dersfield and Brighouse;

betwee
o %ersﬁeld-Wakefield Kirkgate, timed
l@ss 15X, calling at Deighton and

&

irfield;

1tph Huddersfield-Manchester Piccadilly in
the Peaks only, timed for Class 15x, each
calling at two intermediate stations and
Stalybridge, in accordance with the
specification set out in the Northern TSR.

The maximum frequency of service Bidders
may plan to operate on this route is:

e 1tph Leeds-Brighouse (for the Calder
Valley and Manchester Victoria),
calling at Cottingley, Morley, Dewsbury
and Mirfield;

e 1tph Huddersfield-Brighouse-Halifax-
Leeds, making no calls between
Huddersfield and Brighouse;

e 1tph Huddersfield-Wakefield Kirkgate,
calling at Deighton and Mirfield;

e 1tph Huddersfield-Manchester
Piccadilly in the Peaks only, each
calling at two intermediate stations and
Stalybridge, in accordance with the
specification set out in the Northern
TSR.
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Hull

Leeds-York and Leeds-

Instructions to TPE Bidders

The maximum frequency of service Bidders may
plan to operate on these routes are 4tph between
Leeds and York and 2tph between Leeds and Hull.

Bidders must provide Northern paths for:

e 1tph Leeds-York, timed for Class 158,
calling at all intermediate stations between
Cross Gates and Church Fenton (incl ;

e 1tph Leeds-Selby, timed for Clags 1
calling at all intermediate statiogs}

e 1tph Hull-York, timed for Cl calling

at Brough, Gilberdyke, enand Selby;
e 1tph Hull-Sheffield, timed $or Class 15x,
calling at Brough.

e 1tph Hull-Do

calling at Hessle,
ilberdyke, timed for

Instructions to Northern Bidders

Bidders % ;
J c{&)&tween Leeds and York non-
stop, timed for Class 185, at

ovide TPE paths for:

approximately regular 15-minute
intervals, being extensions of services
from Manchester Victoria;

2tph between Leeds and Hull, timed
for Class 185, calling at Selby and
Brough, being extensions of services
from Manchester Piccadilly via Guide
Bridge.

York-Newcastle

York-Scarborough
York-Middlesbrough

&

uency of service Bidders may
his route is:

The maximum
plan to op
.@m~ tween York and Newcastle;
h

between York and Middlesbrough.
er limit is specified between York and
orough, other than the limits imposed by the
capability of the infrastructure, the requirement to
accommodate other operators’ services and any

other relevant requirements in this ITT.

Bidders must provide TPE paths for:

2tph between York and Newcastle,
timed for Class 185, in each case
calling at Northallerton, Darlington and
Durham.

1tph between York and
Middlesbrough, timed for Class 185,
calling at Thirsk, Northallerton, Yarm
and Thornaby.
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Manchester Piccadilly-
Oxford Road-Deansgate
and Victoria (via Ordsall
Chord)

Manchester Airport-
Manchester Piccadilly

Instructions to TPE Bidders

The maximum frequency of service Bidders may
plan to operate on this route is:

e 1tph Manchester Airport-Manchester
Piccadilly (terminating platforms, for
Sheffield and Cleethorpes)

e 1tph Manchester Airport-Scotland (via
Oxford Road);

Road and the Ordsall Chord).

e 2tph Manchester Airport-Leeds @Ed *

ht path per
field corridor
thereafter.

Bidders may assume that only
hour is required through the
before 1900, rising to two per

?\
&

-—

Instructions to Northern Bidders
Bidders % ovide TPE paths for:

e ¥t anchester Airport-Manchester
Picgadilly (terminating platforms),
timed for Class 185, being an
extension of the Manchester Piccadilly-
Sheffield-Cleethorpes services referred
to in row (11) below;

1tph Manchester Airport-Scotland,
timed for Class 350, calling at
Piccadilly and Oxford Road, being the
same service as is mentioned in row
(3) above;

e 2tph Manchester Airport-Leeds, timed
for Class 185, calling at Piccadilly,
Oxford Road and Victoria, being the
same 2tph as are referred to in row (7)
above.

If Bidders do not provide a path for current
Wales and Borders franchise services
between Chester, Warrington Bank Quay and
Manchester to operate through to Oxford
Road, they must instead provide a path for
the Wales and Borders franchise to operate
that service through to Manchester Victoria
and on to a suitable turnback facility.

Bidders may assume that only one freight
path per hour is required through the
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Instructions to TPE Bidders

(11)

Manchester Piccadilly-
Sheffield-Doncaster-
Cleethorpes

The maximum frequency of service Bidders may
plan to operate on this route is 1tph.

Mahchester Piccadilly-Sheffield-Doncaster-
orpes, timed for Class 185, calling at
tockport, Dore (in the Peaks only), Sheffield,
eadowhall, Doncaster, Scunthorpe,
Barnetby, Habrough (with flexibility for this
call to be omitted in some hours), and
Grimsby Town (being an extension of the
Manchester Airport-Manchester Piccadilly
service referred to in row (10) above.

Manchester Airport —
Crewe

If proposing to operate on this ders must

provide Northern paths for 1 anchester Airport
— Crewe, calling at all intermediaté stations, timed

for class 323.

The maximum frequency Bidders may
propose to operate on this route is 1tph.
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DRAFT EAST COAST TIMETABLE ASSUMPTIONS

InterCity East Coast services to be accommodated by Bidders from December 2017

The same requirements as described above for other operators’ services generally are to
apply in relation to InterCity East Coast services from December 2017, but with the ability
to accommodate a two-minute reduction in Class 91 sectional running times (SRTSs)
between Leeds and Wakefield Westgate compared to current SRTs. This is to cater

the possibility of future line speed improvements on this route. %

InterCity East Coast services to be accommodated by Bidders from May

Bidders must show that their timetables can accommodate the followi rvice
specification for the InterCity East Coast operator. All services are to be t for Class
800 (with the exception of Leeds-Doncaster, in respect of which separdte instfgCtions are
given below). Class 800 SRTs for this purpose are available in the [h%ke. Pathing time
in these services must be kept to the minimum necessary to deliefia workable timetable
and the extent of any such pathing time will be taken into ac the evaluation of
Bidder’s proposals. All services may be assumed to orig terminate at London
King’s Cross.

Where Bidders are instructed to allow an “approximateé{ segvice interval, Bidders should
strive to minimise deviation from the specified int a tolerance of up to plus/minus
ten minutes will be allowed (for example a imately 30 minute interval may be

between 20-40 minutes). However, the evalu Bidders’ train service proposals will

take account of the extent to which this flexiBility is used.

From Doncaster to Leeds

For InterCity East Coast service een Doncaster and Leeds, Bidders are to assume

the following SRTs:

o two minutes faste n cWrrent Class 91 SRTs between Doncaster and Wakefield
Westgate;

o one minute n current Class 91 SRTs between Wakefield Westgate and

Doncaste
This assumpt @ ks to capture the combined effect of higher-acceleration IEPs plus
potential line $peed improvements.
Nort&
Bi % st provide paths for:

2tph at approximately 30-minute intervals from Doncaster to Leeds, calling at
Wakefield Westgate, with the first two services from Doncaster departing between
0800 and 0859. In each hour, one of these services will call at Doncaster and the
other will not;

o further services from Doncaster to Leeds, calling at Wakefield Westgate. These
shall operate at approximately two-hourly intervals, with the first departure from
Doncaster being between 1000 and 1059. Each of these services shall be
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Southbound

Bidders must provide paths for: %

From Leeds to Harrogate, Bradford Forster Squ i and Huddersfield

assumed to follow, on minimum headway, a Leeds-bound service mentioned in the
previous bullet point that did not call at Doncaster.

One service, additional to the requirements above, to depart from Doncaster
between 0700 and 0759 calling at Wakefield Westgate.

2tph at approximately 30-minute intervals from Leeds to Doncaster in
Wakefield Westgate. In each hour, one of these services shall ru gh
Doncaster; the other service shall call there;

further services from Leeds to Doncaster, calling at Wakefi estgate. These
shall operate at approximately two-hourly intervals, wit firstddeparture from
Leeds between 0800 and 0859. Each of these services ssumed to follow

no more than ten minutes behind the service mentio in'the previous bullet that
does not call at Doncaster.

Bidders must provide paths for the followin s, which are to be extensions of
services between Doncaster and Leeds mgnfighed above. Bidders must include those
paths in their weekday bid timetables (notwi n

outside of the 0700-1959 time perio
show other operators’ paths in t i

Northbound

. &/
Ve een 1900 and 1959:

Southbound

ding that in some cases they operate
ring*Which this ITT generally requires bidders to
bles):

services from Le to

Horsforth, wit

eeds to Bradford Forster Square at approximately two-hourly
g at Shipley, with the first departure from Leeds being between 1000

rogate at approximately two-hourly intervals, calling at
parture from Leeds being between 1000 and 1059;

rvice from Leeds to Huddersfield, calling at Dewsbury, departing Leeds

one service from Leeds to Skipton, calling at Shipley and Keighley, departing
Leeds between 1930 and 2029.

services from Harrogate to Leeds at approximately two-hourly intervals, calling at
Horsforth, with the first departure from Harrogate being between 0500 and 0659;
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o services from Bradford Forster Square to Leeds at approximately two-hourly
intervals, calling at Shipley, with the first departure from Bradford Forster Square
being between 0700 and 0759;

o one service from Huddersfield to Leeds, calling at Dewsbury, departing
Huddersfield between 0630 and 0729;

o one service from Skipton to Leeds, calling at Keighley and Shipley, depar%

Skipton between 0600 and 0659. (L
From Doncaster to Hull Q
Northbound

Bidders must provide a path for a service departing Doncaster b? 1830 and 1929,

calling at Selby, Brough and Hull.
Southbound
Bidders must provide a path for a service departing H% en 0700 and 0759, calling

at Brough, Selby and Doncaster. E

From York to Newcastle and Edinburgh Q

Northbound
Bidders must provide paths for:

o 2tph from York to Ne , arriving at Newcastle at approximately half-hourly
intervals. Of these:

= 1tph shall inuésto Edinburgh, calling at Newcastle only;
= 1tph call at Darlington, and terminate at Newcastle
o A furth departing from York approximately midway between the two
dep ntioned above, calling at Darlington, Durham, Newcastle, Ainmouth

(in altemate’hours) Berwick-upon-Tweed and Edinburgh.

So &
Bi &must provide paths for:

2tph from Edinburgh to Newcastle and York, departing from Edinburgh at
approximately half-hourly intervals. Of these:
= 1tph shall call at Newcastle only;

= 1tph shall call at Berwick-upon-Tweed, Alnmouth (in alternate hours),
Newcastle, Durham and Darlington.

o A further 1tph from Newcastle to York, departing Newcastle approximately five
minutes after the fast Edinburgh-York service, calling at Darlington.
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From York to Middlesbrough

Paths for the following services are required only from May 2020 onwards.
Northbound

Bidders must provide paths for an alternate-hours service from York to Middlesbrou
(via Yarm), calling at Northallerton and Thornaby, the first departure from York b

between 0800 and 0859.

Southbound Q
Bidders must provide paths for an alternate-hours service from Middlesbyough 6 York
(via Yarm), calling at Thornaby and Northallerton, the first departure frlm Mi sbrough

being between 0500 and 0559.
542  DP2.2-ROLLING STOCK vg

Bidders may propose assets other than ro? t assets to be funded by the

Residual Value Mechanism under this S

(A) REQUIREMENTS E ;

5.4.2.1 The Department requires a Franchisee who will enhance the quality of rolling stock

used to operate Franch rvices in order to meet the NRPS benchmarks for
passenger satisfactio olling stock specified in Schedule 7.2 of the Franchise
0

Agreement, an deploy modern, comfortable and reliable rolling stock of
thoroughly d(%ign and provide on-board facilities appropriate to longer-
distance i ity,"services. As a minimum, this must include throughout the
Franch (or in any case where an existing rolling stock type does not
alr % a particular feature, as soon as reasonably practicable and in any

f 1 January 2020 onwards):

Air conditioning and heating systems that are designed to operate effectively

@\ and reliably within the range of ambient temperatures normally experienced
i.

across the Franchise geography;
Fixed or folding tables at a minimum of 90% of seats;

ii. The equipment and systems needed to deliver the Minimum Wi-Fi Service
Requirements, with such equipment being capable of being upgraded cost-
efficiently;
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iv. Power sockets or USB charging points (a minimum of one socket for every two
seats);

v. Adequate space for luggage (within passengers’ view, so far as possible),
recognising that Franchise services operate to/from airports and significant
tourist centres;

vi. In the case of existing rolling stock (whether currently deployed on the

franchise or elsewhere), not increasing the proportion of standard-clas
that is laid out in airline style compared to the internal conflgur

rolling stock as at the date of issue of this ITT;

vii. Toilet facilities (including baby-change) that do not discharge effl onto the
tracks, and that have sufficient tank capacity for the serwgg%whlch the rolling
emptying); and

stock is deployed (taking account of the intervals b

viii. Full compliance with the accessibility in the Railways
(Interoperability) Regulations 2011 (notwit %hat compliance is not
required by law until 1 January 2020)°.

5.4.2.2 Any new-build rolling stock must be desi ith future demand and users’ needs

in mind with a clear focus on passen rt and with a truly modern passenger
environment and exterior look.

5.4.2.3 The Department requires a
maintenance and stablin

anc e who will implement rolling stock, depot,
jes that:

i. Provide sufficient stdck and are otherwise capable of delivering the train
services and cap required by this ITT (including the TSR), and any further

train service?‘apacity enhancements proposed by the Bidder, taking
accouq @: nable requirements for maintenance spares and hot stand-bys

an iIGles out of service for other reasons;
0 rolling stock that is suitable for the needs of passengers on the

ular routes on which it will operate;

ii. Provide sufficient electric trains to enable a minimum of 90% of relevant
\ mileage in the Bidder’'s December 2019 Train Plan to be operated using electric
traction on a typical Wednesday in autumn. For these purposes “relevant
mileage” means train mileage in passenger service on routes that are (or will

be following the assumptions in the Base Infrastructure Assumptions
Document) electrified from origin to destination. For the avoidance of doubt this
requirement does not preclude the deployment of diesel powered rolling stock

9 The Department has been working with fleet owners to define what this means for their fleets and this information is available in Heavy

Rail Fleets: 2020 targeted compliance on the Department for Transport’s website (www.gov.uk/dft).
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to provide additional capacity at times of heightened demand (e.g on Friday
and Sunday afternoons and evenings);

. Are compatible with the technical and operational capability and constraints of

the railway infrastructure (taking account of the enhancement schemes
mentioned in the Base Infrastructure Assumptions Document) including fitment
of automatic selective door opening as necessary to allow calls at under-length
platforms following expiry of any relevant derogations; and %
Will ensure that the Train Fleet is maintained in an excellent state o (a%d
to a high standard of cleanliness throughout the operating day, i % eet
the NRPS benchmarks for passenger satisfaction with trains @ed in the
Franchise Agreement.

5.4.2.4 The Department requires a Franchisee whose rolling s strategy is consistent
with the requirements set out in Section 5.4.2(E).

5.4.2.5 The Department requires a Franchisee who wi g€ the introduction of any
new or cascaded rolling stock fleets into Franchise in a way that avoids

disrupting services for passengers and t
reliability performance through the trapsiti

3,

s standards of punctuality and

5.4.2.6 The Department requires a Franghi who, through its own actions and by
working in cooperation with Network Ralil, rolling stock owners and other relevant
partners, will ensure that jis traigs are fitted with the necessary equipment and its
staff suitably trained in gQothtime to enable the successful implementation of the

European Rail Traffic ement System (“ERTMS”), in line with Network Rail’s
implementation S ut in the Data Site document entitled ERTMS on routes
to be used anchise and accompanying spreadsheet.

5.42.7 The Depar

ntrequires a Franchisee who will:

e current franchisee’s fleet of 10 4-car Class 350 EMUs from the Start
(ntil at least 19 September 2018;

b-lease rolling stock to the Northern franchisee from the Start Date until the
December 2017 timetable change in accordance with the arrangements set out
in Schedule 6.2 of the Franchise Agreement; and

iii. Lease such other rolling stock as the Secretary of State may reasonably

require in consequence of the departure of the class 170 vehicles that are
leased to the Chiltern franchise from February 2016. As a proxy for the
arrangements that the Department anticipates putting in place with the
incumbent operator, Bidders are to assume for bid purposes that they will
inherit a lease for four two-car diesel multiple units of comparable capacity and
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other characteristics to the class 170 vehicles. Bidders must assume that this
lease would expire on the timetable change date in December 2017.

5.4.2.8 The Department requires a Franchisee whose approach to rolling stock leasing
and operations will be resilient to, and will minimise the level of additional cost
arising from, changes resulting from the completion of north TransPennine route
electrification. In particular, the Department requires a Franchisee whose rolligg
stock leases will incorporate the necessary flexibility to allow the Franchi
release back to its owner (with effect from any date after 31 December 2020} and
subject to six months’ notice) any rolling stock that can reasonably be 'expé to
become surplus to the Franchisee’s requirements upon {completion of
electrification schemes that will, or are likely to, be completed within t ranchise
Term. For the purpose of identifying the maximum size of at might become

surplus, Bidders are to assume that the only requirem the TSR that cannot
be operated with electric traction would be for seguiceSyoperating on the south
TransPennine route between Manchester Air %ﬁeld and Cleethorpes,
though depending on future circumstances a@l iesel stock may need to be
retained for operation of passenger seryice utes which are not electrified
(e.g. for services to Hull, Middlesbrough /or Scarborough).

5.4.2.9 The Department requires a Franchi who, if cascading rolling stock out of the
Franchise during the Franchise Term, will provide appropriate support to the
subsequent operator of th stock, including by sharing technical know-how,

maintenance manuals a cords and such other documentation as the future
lessee of that rolling s ay reasonably require for the efficient operation of the
fleet.

th&railway infrastructure (and who will share the data derived from such systems
\ ith Network Rail).
21

The Department requires a Franchisee who will meet the Franchise Agreement
obligations, regarding passenger counting equipment and the passenger counts
database.

(B) EVIDENCE THAT BIDDERS SHOULD PROVIDE

5.4.2.12 In addition to the Minimum Evidential Requirements, Bidders’ responses shall
cover as a minimum:
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A populated version of Schedule 1.7 of the draft Franchise Agreement. This
must show the composition of the Bidder’s proposed Train Fleet, and must be
accompanied by a separate Fleet Plan summarising how the composition of
the Train Fleet changes in each Reporting Period or month during the
Franchise Term (using the template provided in the Data Site, or in any
alternative format that the Department may authorise in response to a BCQ1°);

Details of any proposed modifications to vehicles in the Bidder’s intende
Fleet (e.g. refurbishment, changes to internal layout, any change the
balance of provision of first and standard class, fitment of wi-fi .%. ger
counting equipment in fulfilment of the relevant Franchise} Agréement
obligations). This must include plans for how and when thege modi§iCations will
be delivered and, where relevant, details of the anticipat ted and standing

capacity of the modified vehicles (with supporting ce to show how this
has been calculated in accordance with sectio% D)). In relation to wi-fi
0

Bidders must provide an outline plan for fi the necessary on-train
equipment and systems, and must ex IQ/ he wi-fi equipment will be
maintained and operated throughout the ise Term, including plans for
hardware replacement where require e 1o failure or obsolescence;

Details of the proposed characteristiCs of any new-build rolling stock which the
Bidder intends to procure;

An explanation of howgi ice of rolling stock and proposed allocations to
service groups m assenger needs;

Depot, stabling rain maintenance plans covering the Franchise Term to
deliver their Is in DP 2.1 (Train Services), including:

e delivery of maintenance that are, as a minimum, consistent

eting the performance benchmarks specified in Schedule 7.1 of
ranchise Agreement;

leet cleaning arrangements;

Any depot and stabling enhancements that may be required, how they
are to be funded??, and how any resulting disruption will be minimised;

Contingency plans in the event that the anticipated maintenance or
stabling capacity cannot be secured at the Bidder’s preferred sites; and

10 Any response to such a BCQ would be made available to all Bidders, not treated as a confidential BCQ.

1 Bidders are not to assume any funding will be available from the Depot and Stabling Fund.
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o An explanation of how the Bidder’s rolling stock, depot and stabling
strategies are likely to be affected by north Transpennine electrification
and what steps the Bidder has taken in developing these strategies to
maintain flexibility to adapt to electrification at minimum cost;

vi. An explanation of what rolling stock can reasonably be expected to become
surplus to the Franchisee’s requirements following completion of fujsse
electrification schemes (see the relevant requirement under (A) abo
how the Bidder’s proposed rolling stock leasing arrangements would e e
any surplus vehicles to be released back to the relevant owners; Q

vii. If the Bidder’s proposed Train Fleet includes vehicles that at the timegof issuing
this ITT are in operation, or are planned to be broughtfinto operation, on
another Franchise (and see also section (D) below):

J An explanation of their reasons for being confi that the current or
successor operator of the ‘donor’ franchise able to secure
sufficient, suitable alternative rolling :@ ntinue to operate their
train services to current standards;

o Details of how the cascades inio the Franchise will be managed;

o An explanation of what mitigati@n the Bidder would use should the
incoming cascaded stock b livered later than assumed in the Bid

(bearing in mind t isions relating to Cascaded Rolling Stock in
Schedule 2.2 of t nchise Agreement) or in an unsatisfactory
condition. TRis include identification of the alternative rolling stock
that the Bidder Would lease in the event of the Secretary of State

g the rolling stock to be leased back to the donor franchise under
.2;and

@ets (i.e. offer letters) for all rolling stock forming part of the Bidder’s
d train fleet, and evidence to support proposals for any new rolling

ock (including any offer letters from manufacturers, maintainers and
\ financiers).

(C) SCORING

viii.

2.13 For meeting, overall, the above requirements to an acceptable standard, Bidders
will score 6 in line with Table 7.3 (TransPennine Express marking framework and
guidance).

5.4.2.14 Where a Bidder proposes initiatives funded by Network Rail Regulatory Asset
Base, the Department will evaluate the initiative on the basis that is has low
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confidence that the initiative will be delivered unless the Bidder guarantees an
alternative source of funding.

5.4.2.15 A Bidder that scores below 4 will result in the bid being treated as non-compliant.

5.4.2.16 Without prejudice to the generality of subsection 7.3.5 (Scoring methodology),
specific examples of how the above requirements may be exceeded are set out
below:

i. Bids that demonstrate particularly careful attention to the impact of fut e o
TransPennine electrification on rolling stock, depot and stabling str
that incorporate features that significantly increase future er h that

any costs and passenger disbenefits (particularly for thoge travéllifig to and
from parts of the Franchise network that are not thly planned for

electrification) arising from future electrification talybridge-York,
Leeds-Selby and (if approved) Selby-Hull can b

ii. Initiatives to enhance the quality and rellabll rain Fleet substantially
beyond the requirements set out in s above such that, in the
Department’s reasonable opinion, the re chedule 7.1 of the Franchise

ntl

Agreement are likely to be signifi xceeded;

iii. Initiatives to develop, test or implemEnt new and emerging technologies within
the Train Fleet, where such techhologies have clear potential to benefit the
Franchise, its passengers aqd could be transferable to the wider rail market;

iv. Proposals to incr capacity for the carriage of cycles while meeting the
passenger carryi apacity and crowding requirements specified in Delivery
Plan 2.1 ( VI es);

V. Propo duce cost by developing innovative rolling stock financing
(but recognising that Bidders must not assume the provision of

guarantees under section 54 of the Railways Act 1993); and

articularly wide-ranging Initiatives to increase the efficiency of the Train Fleet
d/or reduce its impact on the railway infrastructure.

\(D) BACKGROUND INFORMATION

New-Build Rolling Stock

5.4.2.17 For any new-build rolling stock that a Bidder proposes to be included within the
Train Fleet, the Bidder must indicate clearly within their Bid the date or dates by
which they intend that this rolling stock will become part of the Train Fleet (“the
Target Date(s)”). Bidders may propose phased entry into service, with different
Target Dates for each batch of new vehicles. Their Financial Model must be
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consistent with the rolling stock becoming part of the Train Fleet on the Target
Date(s).

5.4.2.18 When contractualising any proposal for new-build rolling stock, the Department
will incorporate in the Franchise Agreement:

i. An obligation on the Franchisee to use all reasonable endeavours to bring the
new rolling stock into passenger service by the Target Date(s);

ii. An obligation on the Franchisee to secure that the rolling stock h@s be
brought into passenger service no later than twelve months afte@ et
Date(s); and

iii. Provisions to address the financial consequences of thé new gdlling stock
entering into service sooner than, or later than, the Tar te(s), including in
particular:

o That there will be no adjustment to the fran yments in
consequence of the new rolling stock en into passenger service
earlier than the Target Date(s)

o In the event that the new rolling steC es not enter into passenger
service until after the Target ?ﬂ then (without prejudice to any other
remedies that may be ava% o the Secretary of State) the net
financial effect of theddelay tefthe Franchisee will be assessed. If the net
financial effect o y is a saving to the Franchisee, then the

ill be adjusted in the Secretary of State’s favour by

ving. If the net financial effect of the delay is an

increase t to the Franchisee, then the Franchisee shall bear that

co e assessment of the net financial effect will take account of:

n

y liquidated damages that any third party is liable to pay to the

Q Franchisee in relation to the delay;
% . The lease, maintenance and other operating costs avoided or
& deferred by the Franchisee in consequence of the delay (including

\ costs relating to the provision of depot facilities in relation to the
new rolling stock);

Any additional lease, maintenance and other operating costs
reasonably incurred by the Franchisee as a result of extending the
leases on other rolling stock within the Train Fleet beyond the
lease expiry dates specified in Schedule 1.7 of the Franchise
Agreement, or leasing in other rolling stock to substitute for the
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new vehicles (the Franchisee having used all reasonable
endeavours to minimise such costs);

. Any loss of revenue suffered by the Franchisee as a consequence
of the delay (such loss being calculated in accordance with
industry-standard revenue forecasting guidance and practices);

and

. Any other cost savings enjoyed by the Franchisee as a @
consequence of the delay. The Benchmarks and the NBR
Benchmarks will not be amended in consequence ofs&
and the assessment of the net financial effect of the’delay will take
no account of any changes to the payments arising under
Schedules 7.1, 7.2 and 7.3 of the Franchi gr ent that are a

consequence of the delay.

asgades of fleets from other

Inward cascades

5.4.2.19 Where Bidders are contemplating inw
Franchises, they are invited to set out posals to the Department, via a
BCQ, as early as possible in the bi cess. The Department will consider
any such proposals against the impactfon the donor franchise, and may provide a
view as to whether the Depar, men%kely to have concerns if the Bidder includes

this rolling stock in their p Train Fleet. Any such view would be provisional
and without prejudice,to epartment’s evaluation of the Bid once submitted.
Such a view wouldgo mmunicated to other Bidders, as this may reveal one

Bidder’s rolling strategy to the other Bidders, but it is open to any Bidder to
approach t epdrtment on this issue.

apacities

5.4.2.20 The g table sets out the standard-class capacities of the unit types in the
n Fleet of the current TPE franchisee, which shall be assumed by Bidders for
\ e purposes of their Bids (except insofar as proposals to modify rolling stock

interiors will affect capacity).

Table 5.3

Standing

185 164 106 270

350 187 137 324

91



5.4.2.21 The capacity measure of a standard unit is 0.45m2 per passenger, and this
capacity measure is to be applied for all rolling stock proposed by Bidders. The
high-density 0.25m? standing capacity allowance for “metro-style” rolling stock
referred to in the ITT for the Northern franchise is not available to TPE Bidders.

as a whole is measured to ascertain the total area. The areas that are inac

(toilet, staff area, first class, litter bins, equipment cupboards, drau cr
gangways between vehicles and spaces between seats (unl IS a
sufficiently large area to reasonably stand, which is not used for aho purpose
such as additional spacing in association with priority §seats)) are then

5.4.2.22 For 0.45m2 per passenger, seated or standing, the internal waist line of the ve

measured.The total inaccessible area is deducted fro e vehicle interior
area. The remaining area in m? is then divided by 0.4 tal capacity of the
unit (seats and standing). The seats plus requir chair provision(s) are
deducted from the overall figure to calculate the te standing only figure. For

these purposes, tip-up seats must have a st rd gize base and have a back rest
(lumbar support), if not, the area availa%n it is stowed will be included as

standing capacity. Tip-up seats cav counted if they impinge upon the

required wheelchair allocation.
5.4.2.23 For both capacity measuresqno fhr adjustment is made to take into account
any features (such as p handrails and “awkward corners”) that are too
small to be measuregy,a ding down to the next whole number of standing
passengers is ass rovide a reasonable approximation. Measurement is
standard measurements supplied and used in the rolling

at waist level as is t
stock inte% t and configuration plans.

(E) FU INSTRUCTIONS
This secti ut further instructions to Bidders which, so far as possible, are aimed

that Bidders’ rolling stock strategies are compatible with those submitted by
e Northern Franchise.

.XOnly the following rolling stock may be proposed by Bidders for inclusion within
the TPE Train Fleet'?:

i. The class 185 and class 350 multiple units that are currently comprised within
the TPE Train Fleet (subject to the requirement to sub-lease Class 185 units to
the Northern Franchise for an initial period until December 2017);

12 “Currently” in this section means “as at the date of issue of this ITT” and “relevant operator” means any person who operates rail
passenger services within England, Scotland or Wales under contract to a public authority (or any successor operator to that person.
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ii. Diesel multiple units that are not Class 14x, Class 15x or Class 17x and that
are currently leased by a relevant operator other than the current TPE and
Northern franchisees, but that will be demonstrably surplus to the requirements
of that operator, either because new rolling stock is being procured to replace
it, or because it is diesel stock that will be displaced by committed electrification
schemes, or because other rolling stock is due to be cascaded in to replace it;

iii. Up to four 2-car diesel multiple units of similar characteristics to TPE’
170 units must be assumed for bid purposes to be leased until December ,
as a proxy for the arrangements that the Department envisages tin
place with the incumbent operator to mitigate the transfer of thgse| units to the

Chiltern Franchise with effect from February 2016;
iv. Vehicles of Class 442 following their release from th anchise; and
v. Any new-build rolling stock that the Bidder commnits rocure.

In addition, Bidders may include existing locomotivesy@nd/or coaching stock within
their Bids (apart from those that are to be le to Northern franchisee during
the term of the current Northern franchi or the initial part of the next
Northern franchise), but only if eith ition 1 or Condition 2 or Condition 3
below is met.

Condition 1 is that the Bld r s a fall-back strategy to lease alternative
rolling stock which will d e same or better quality and capacity as their
preferred rolling stoc same timescales, and which they will implement at
no additional cost artment.

Condition 2 is t epartment has indicated in a response to a BCQ that the
Bidder m such rolling stock, and that the Bidder complies with any
conditiog |ned in that response. Such a BCQ must be raised by the Bidder no

0 pm on Friday 13 March 2015, and must set out the following

& e painted numbers of the locomotives and/or carriages in question, or
\ identification of the pool of locomotives and/or carriages from which they would
be drawn;

ii. The identity of their owner or owners, and any current lessee (and if currently
on lease, the Bidder’s reasons for considering that they will be surplus to the
requirements of the current lessee);

iii. The period for which the Bidder would wish to lease them;

iv. Details of any modifications that they would require;
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v. The route or routes on which the Bidder is proposing to operate them;

vi. The passenger benefits that the Bidder considers it would be able to deliver by
leasing and operating that rolling stock;

vii. What alternative options the Bidder considers would be available if the rolling
stock in question were not available to them; and

viii.Any other information that the Bidder considers may be relevant to{t

Department’s consideration. (}
If no Northern bidder has proposed to lease the same rolling stock duri% me
period as the Bidder, then the Department will inform the Bidde% y may
assume that no Northern bidder will be permitted to do so. Such a determination
would serve only to confirm that the Bidder may assume t rolling stock will
not be required by any Northern bidder, and is notto b as any endorsement
by the Department that it considers the rolling stocv t the requirements set

during the same period as the Bidder, t epartment will:

outin the ITT.
If one or more Northern bidders has prog@ease the same rolling stock

i. Either inform the Bidder who rai CQ that they may assume that no
Northern bidder will be permit%[ include the rolling stock within their bid,
and accordingly the Bidder wh sed the BCQ may include that rolling stock
within their Bid witho irement to outline a fall-back strategy of the kind
envisaged under 1. Such a determination would serve only to confirm
that the Bidder me that the rolling stock will not be required by any

s not to be taken as any endorsement by the Department

Northern bid
that it @ the rolling stock to meet the requirements set out in the ITT;

or

@e Bidder who raised the BCQ that they may not rely on the availability
e'rolling stock in question. In this eventuality the Bidder may still propose
include the rolling stock within their Bid, but only if Condition 1 above or

\& Condition 3 below is met.

In reaching a determination, the Department may at its sole discretion consult such
persons as it considers appropriate and/or request the Bidder to provide further
information in order to inform its determination.

The Department’s determination will take into account the following factors:

i. The Department’s view of which franchise the rolling stock might be more
suitable for, taking account the needs of passengers on the services in
question;
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ii. The number of bidders on each competition who have expressed interest in
the rolling stock;

ii. The likely availability of alternative options for bidders on each competition to
secure rolling stock to deliver the intended passenger benefits; and

iv. The views of any persons whom the Department has consulted.

Condition 3 is that the Bidder demonstrates to the Department’s satisfaction%
it has received an unconditional offer for the rolling stock in question (i.e. t

of the rolling stock has given a clear and unequivocal written undert%t
will not offer the rolling stock to any Northern bidder or that, if it d

the Bidder will take priority over any offer made to any Northern bidder,

543 DP2.3 Performance Q~
(A) REQUIREMENT
5.4.3.1 The Department requires a Franchisee who@ ve the performance of the

Franchise and, in particular, who will:
i. Deliver the performance benchma cified in Schedule 7.1 of the

Franchise Agreement;

it
ffer to

ii. Design and implement busin% ontinuity processes for the operational
aspects of the business comsistent with the requirements of Schedule 10.4 of

the Franchise Agre t, Setting out how they will engage with industry
partners (includin ork Rail, ROSCOs and train maintainers) to minimise
delay and di tl r passengers;

iii. Implem nd maintain appropriate general competency arrangements for
contro nd provide specific training and appropriate competency

a f.@ ts for those with a key role in managing disruption, including on call

& in partnership with Network Rail and other TOCs to ensure that action is

taken to identify unexplained delays and to reduce them; and

$\v. Analyse performance failures to root cause level as part of its core approach

and use a structured approach to prioritising Initiatives that improve
performance, particularly focusing on poor performing routes.

(B) EVIDENCE BIDDERS SHALL PROVIDE

5.4.3.2 In addition to the Minimum Evidential Requirements, Bidders’ responses shall
cover as a minimum:
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i. Their overall strategy for operational planning and management, covering
issues such as:

e How they will manage and organise their operational control functions,
performance management and business continuity arrangements; and

e How performance against the benchmarks will be maintained while
major changes such as the Northern Hub, North West Electrific%

programme and ERTMS are being implemented. (L

ii. For each performance Initiative proposed, how the Initiative will z@
the Franchisee delivering the performance benchmarks in Sch@t

Franchise Agreement, including:

e Problem identification; 4

e The approach to the proposed solution; and Q‘

e Evidence of the scale of the impact or@%.
te

to
of the

iii. How their rolling stock and train cre and train plan support the
delivery of the requirements of part (

iv. How the Franchisee will minimise [ ct of routine and ad-hoc engineering
work and Challenging Circums% s on the provision of Passenger Services,
including by:

e Maintaining the f Passenger Services (for example by working
with Network Rai ther operators to maximise the scope for trains to
continue runmip@ while engineering work is taking place, and/or by using

suitable ionary routes where available);

and implementing appropriate arrangements to ensure the
d safety and welfare of passengers; and

y proposed changes at the major timetable change dates will be

managed to avoid adverse effects on performance.

\&) SCORING
$& For meeting, overall, the above requirements to an acceptable standard, Bidders

will score 6 in line with Table 7.3 (TransPennine Express marking framework and
guidance).

5.4.3.4 A Bidder that scores below 4 will result in the Bid being treated as non-compliant.

5.4.3.5 Without prejudice to the generality of subsection 7.3.5 (Scoring methodology),
specific examples of how the above requirements may be exceeded are set out
below:

96



i. Plans to work with Network Rail and other TOCs in respect of actions which
can be taken in the management and operation of the Franchise to contribute
to the delivery of national and strategic objectives to improve network
performance to a level beyond achieving the requirements in (A).

5.4.3.6 For the avoidance of doubt, a proposal to exceed the Benchmarks defined in
Schedule 7.1 of the Franchise Agreement will not be considered sufficieni=o
exceed the above requirements.

544 DP2.4 Supporting infrastructure change Q(L
BACKGROUND INFORMATION

5.4.41 This section contains brief background information that Bidders may find
helpful in understanding the requirements set out in thi Pl

Basis of bidding - Northern Hub and North Wes ification (“Configuration
State “CS5”)

5.4.4.2 Bidders should assume for bidding purp that a number of infrastructure
enhancements will be available by Dec 017. These are specified in detail

in the Base Infrastructure Assumptio ent.

nine electrification, and other further
nhancements”)

Basis of bidding - north Tran
infrastructure enhancements«‘Futu

5.4.4.3 During the franchise ter isaged that the electrification of the north Trans-
Pennine route will b eftaken along with a number of other changes to
infrastructure capab n the north TransPennine route and elsewhere, including
increases in cap nd line speed (“Future Enhancements”), over and above

those ass .@ fomDecember 2017. However, the nature of planning timescales
Rere is currently uncertainty about the timing and outputs of these
erefore, in order to ensure consistency of bid responses, Bidders are
bid on the basis (for bid purposes only) that the Future Enhancements
t occur during the Core Franchise Term and the Extension Period, with

do
\&chanisms in the Franchise Agreement to deal with the implications when the
timing and outputs of the Future Enhancements are known.

4.4 For the Future Enhancements the Department intends that the TPE Franchisee
should act as its Delivery Partner to lead and co-ordinate — across the TPE and
Northern franchises — the train operator input into the planning of the Future
Enhancements, taking into account the potential benefits and other impacts on the
services across both franchises. While it is TPE train services which will be most
affected by these enhancements, and where the Department expects to see a high
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degree of transformational change, the implementation of the changes will also
affect other operators, in particular the Northern franchisee, and needs to be
managed in a way that enables Northern to minimise any extra costs in meeting
their obligations, and to continue to meet the requirements of their passengers.

(A) REQUIREMENTS
S5

5.4.4.5 The Department requires a Franchisee who will work with Network Ralil aﬁb@
u

train operators to manage the impacts of CS5 in the TPE Franchis rt
efficient project implementation while minimising impacts Q(L gers,

including:
i. Developing and implementing interim service patﬂkfor use during

engineering possessions; and
ii. Consulting and communicating effectively with ?& ers to enable them to

inform and understand the measures being fakefto minimise disruption, and
the longer-term project benefits, working, With other industry parties (including
Network Rail) to ensure that messag%lear and consistent.

Future Enhancements Y\
5.4.4.6 The Department requires a Francr% s Delivery Partner to work in the planning
e

of the Future Enhancement™g@ s e to best effect in the TPE and Northern
franchises the benefits vestment. While the Northern franchisee will
participate as normalSinindustry processes for project implementation and train
service development E Franchisee as Delivery Partner will be required to
work closely wit%rthern franchisee in order to understand its requirements,
and the i ions of changes to TPE services for Northern, and to demonstrate
to the ent that the plans for both franchises collectively offer the best
busi e, and minimise adverse impacts on Northern’s as well as TPE’s

s. To deliver this requirement, the Department requires a Franchisee
&wh
\i.

Collaborate with Northern to present to Network Rail and the Department an
integrated view of the requirements for delivering infrastructure enhancements,
rolling stock, and new train service patterns, including:

e Timetable and service design (including TSR definition, timetable planning,
performance modelling, and the securing of access rights);

e Planning of electric rolling stock (in respect of defining the performance
specification, and location of maintenance and stabling depots);
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5.4.4.7 Bidders shall provide clear
Delivery Partner and h
transformation during
Requirements, Bidde

e Planning the inward and outward cascade of rolling stock;

e Infrastructure (in respect of definition of programme and scope, and
programme and possessions planning); and

e Stakeholder relations (in respect of consulting on the desirable outputs and
priorities from the infrastructure programme).

If and when required by the Department in connection with a Franc%
Agreement in respect of any Future Enhancements, develop interirr%
plans for use during engineering possessions which will minimise @ti to
passengers;

If and when required by the Department in connectiony with & Franchise
Agreement in respect of any future Enhancements,_ devélgp marketing and
passenger communications in relation to the variou @ ancements and rolling

stock build, engaging with other industry partie . Network Rail) to provide
clarity and consistency of message; and

Commit to and implement arrangement will provide the Department with
complete assurance that the in-franc ge will be delivered in a way that
is transparent and delivers value y.

(B) EVIDENCE BIDDERS SHALL PF\%I E

N

idence that they fully understand their role as
il work with industry partners to achieve the
ranchise term. In addition to the Minimum Evidential
esponses shall cover as a minimum:

In relati 5:

Amdescription of how the franchisee would participate fully in industry
ing processes associated with planning and implementing major
infrastructure and service change;

A description of how the franchisee would work with Network Rail and other
operators to plan engineering possessions, and provide interim services
which to the greatest reasonable extent minimise disruption to passengers;
and

e A description of how marketing and communication plans will be developed
in order to support the enhancements, and introduction of new rolling stock
and train services;

In relation to Future Enhancements:
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e A description of how the Bidder would (as Franchisee) ensure that it
engages with and understanding the development of industry plans in
respect of Future Enhancements ahead of the formal instigation of any
change processes under the Franchise Agreement in respect of Future
Enhancements;

e A description of how the franchisee would assess and seek to integratesdhe
requirements of Northern and TPE in order to maximise value for%

and
e A description of issues likely to prove contentious as b ustry
parties involved in project delivery, and the bidder's proposed method of

resolution; and !
iii. An approach and plan to collaborate in assessing greelng the impact of

changes in such a way as to provide the Department@with clear visibility of the
impact in respect of the areas set out in the,dr chise Agreement; this
may include competitive procurement @ ally provided goods and

services, including rolling stock, and disc f the basis of cost and income

inputs.
(C) SCORING
5.4.4.8 For meeting, overall the aboye re$ments to an acceptable standard, Bidders
will score 6 in line with Ta .8,(TPE marking framework and guidance). Without
prejudice to the genera subsection 7.3.5 (Scoring methodology), specific
examples of how t overequirements may be exceeded are set out below:

i. Particularly ?@ proposals for coordinating project planning and

c a way that provides the Department with a value for money outcome;

imple iof\on an integrated basis for the Northern and TPE Franchises;
i. P“ strong commitments on how any in-franchise changes will be

tting out how the elements affected by the change, can be mitigated to
\ reduce any adverse impact.
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5.5 Delivery Plan 3 — Revenue

5.5.1 DP3.1 Marketing and Branding

(A) REQUIREMENT

5.5.1.1 The Department requires a Franchisee who fully understands the value of
investment in marketing and the relationship between marketing and promoti
strategies and market growth, will use marketing and branding to refle

intercity nature of the Franchise and who will: Q

i. Develop and implement effective marketing strategies and plans| to“promote
Passenger Services and generate growth in revenue f{farebo¥”and non-
farebox) and passenger journeys;

ii. Actively market and promote the improvements in t@wce patterns, rolling
stock quality and customer service as they ta through the course of

the Franchise to maximise the patronage an nue from the improvements
and to improve public perception and th utalion of the Franchise;

iii. Use branding to maximise the value
the overall costs and benefits of
branding at the end of the FranChise;

ranchise whilst having regard to
, including limiting the costs of de-

iv. Develop and grow new magkets;

v. Promote and utilise cal transport authorities and local ticketing scheme
brands (smart and );

vi. Exercise go stomer relationship management, particularly aimed at
raising atigfaction of season ticket holders; and

vii. Usgrmarketing initiatives in conjunction with stakeholders to grow the level of
' undertaken by tourist and leisure users.
Vv

« IDENCE BIDDERS SHALL PROVIDE
addition to the Minimum Evidential Requirements, Bidders’ responses shall

§

cover as a minimum:

Their approach to developing new and growing existing market segments of
the Franchise, showing returns on investment in marketing activities, including
evidence of plans to maximise the benefits of investments and other
improvements in the Franchise; and
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5.5.1.3

5.5.2
5.5.2.1

5.5.2.2

5.5.2.3

ii. The department will be looking for particularly strong evidence to support the
projected return on investment from Bidder's marketing schemes at a sufficient
level of detail to inform the department’s risk adjustment process.

(C) SCORING

For meeting, overall, the above requirements to an acceptable standard, Bidders
will score 6 in line with Table 7.3 (TransPennine Express marking framework
guidance). Without prejudice to the generality of subsection 7.3.5 r
methodology), specific examples of how the above requiremer@a e
exceeded are set out below:

i. Particularly strong proposals for innovative marketing schelmes whifst robustly
demonstrating how each Initiative delivers additional r

ii. Marketing initiatives that stimulate mode shift a@ by rail generally,
including through collaboration with stakehold other train operators,
light rail, tram and bus operators; and

iii. Particularly well-tailored local mark d branding developed in
conjunction with local stakeholders th to promote rail as an integral part

of public transport provision. ?\

DP3.2 Fares, Ticketing an evch Protection

Bidders may propose as funded by the Residual Value Mechanism under
this Sub-Plan. $

(A) REQUIREMENT
The Depar quires a Franchisee who will offer rail fares which are easy to

t
understz %r to passengers, including by:

% g overall fares structures to improve the consistency and pricing of
eys in a way that supports any future transition to smart ticketing;

apting its fares strategy in the event of changes to regulated fares in order
to minimise any resulting reduction in revenue and maximise any resulting
increase; and

ii. Deploying appropriate revenue management techniques to manage demand
and increase revenue;

The Department requires a Franchisee who will:

i. Maintain a consistently high standard of ticket retailing service;

102



5.5.2.4

ii. Ensure that all passengers are provided with widespread and easy access to
the full range of tickets, and a range of ticket retail opportunities that meets
their needs, including providing for those without access to technology;

iii. Exploit partnerships and new technology in relation to ticket retailing to benefit
passengers, drive efficiencies, and support sustainable revenue growth of the
business;

iv. Ensure that information about ticket products and solutions is comm
in a clear and transparent fashion which enables passengers to ess the
information they need to confidently choose the most appropria '%r heir
journey, and to understand the terms, conditions and any restrictiops on the
ticket purchased, across all ticket retailing solutions and fulfilment'media;

[ti-operator and multi-
chise Agreement.

v. Join and participate in all local ticketing schemes f
modal products as required by Schedule 2.5 of
Continue to accept paper and smart rail and/or dal products issued by
local transport authorities or local ticketing,sch to at least the same extent

as currently;

vi. Be a proactive partner with the Dgpartment and other stakeholders, including
Transport for the North, to dev. Io%t in the North; and

vii. Identify an overall strategy to sib ntly drive down ticketless travel and travel

with incorrect tickets, nsuring such initiatives are applied sensitively.

Note: Bidders are notger

(B) EVIDENCE D SHALL PROVIDE
In addition Minimum Evidential Requirements, Bidders’ responses shall

h
cover as,g imum:

@ quantified description of the planned fares structure, including details
changes planned to the availability of specific fares, and the approach
determining the level of regulated and unregulated fares (in line with the

to propose their own smart ticketing schemes.

\& Department’s fares policy);

ii. Details of how their fares strategy would vary in the event of changes to fares
regulation, and the methodology and assumptions that would be used to
calculate any resulting Change. This must include the assumptions for:

e Fares elasticities, which must be consistent with PDFH v4 unless the
Bidder has submitted evidence to justify use of alternative assumptions
pursuant to subsection 6.3.4.8; and
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Vi.

Vii.

viii.

5525 For

e The impact of quasi-regulation (the impact of regulated fares changes on
the price of unregulated fares), which must be supported by evidence of
how the Bidder has quantified quasi-regulated fares;

A clear description of the overall approach to providing retailing opportunities
and the improved customer experience that the Franchisee will deliver;

Describe how the functionality of existing smart ticketing (and infrastruc

would be maintained;

Show evidence of how they will work collaboratively with Ioz@ g

schemes, local transport authorities and stakeholders; %
ket

A robust project plan for the delivery of new and improved tic systems.
This plan should start from mobilisation and give the ent comfort that

revenue will be collected from the Start Date; %

Evidence of how they will work with the Depar d other stakeholders,
including Transport for the North, to deliver S n the North.

Proposals to manage ticketless trave vel with an incorrect ticket,
including their approach to the use of ic ticket gates and their approach

to working with other operators to?% he hours of operation for such ticket
gates;

Proposals for training revégue protection staff and instituting procedures that
will ensure that intelli etion can be applied in cases where passengers
have made a gen fort to buy a ticket; and

Details of ' osed innovative revenue management techniques,
includin s the Franchisee intends to use for this purpose;

, overall, the above requirements to an acceptable standard, Bidders
core 6 in line with Table 7.3 (TransPennine Express marking framework and
nce). Without prejudice to the generality of subsection 7.3.5 (Scoring

thodology), specific examples of how the above requirements may be

exceeded are set out below:

Particularly strong proposals for fares and ticketing which are consistent with
the Department’s aspirations as set out in Rail Fares and Ticketing: Next Steps
to create a modern, customer-focused fares and ticketing system. These could
include Initiatives that exploit technology to implement, trial or develop
innovations that will benefit passengers such as: third party retail, greater use
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of internet consumer technology, contactless bank cards, near field
communication mobile phones, or integration of audio/visual technology;

ii. Proposals to expand opportunities for passengers to buy through tickets that
allow travel on another mode of public transport at one or both ends of the rail
leg of their journey;

iii. Proposals which would enable the Department, and other stakehold€
including Transport for the North, to accelerate the delivery of Sma%

North; and
iv. Proposals to enable annual season ticket holders to pay by gdirect

debit.
(D) BACKGROUND INFORMATION 4

Smart in the North (“STN”) Programme
5.5.2.6 The Department is committed to supporting ti ke?ﬁ sformation in the rail

industry and recognises that this is best done by ing in collaboration with rail
industry stakeholders to enable them to achi ger term aspirations (such as
the removal of mag-stripe tickets at som in the future). A key principle that

on smart media. The Department h ovided significant funding to smart-enable
the TOCs in the south east @f En d (through the “SEFT” programme) and is
keen to maximise the va investment.

the Department is keen to maintain w erability of rail tickets and products

5.5.2.7 The Smart in the No programme will explore options to utilise existing
(SEFT) designs_an tracts, where appropriate, to both expedite the smart-
enablement of t ern rail network and maintain interoperability with the rail
network i outh-east. This ambition has been described as ‘learning lessons
from S @

5528 Th from SEFT are both in the form of implicit lessons about how to best
wersmart on rail as well as explicit knowledge, understanding and technical
esigns.

2.9\, At the highest level the lessons learned from SEFT are that it is essential to (i)
deliver the smart scheme in partnership with industry, (ii) put the customer
proposition at the centre of the smart scheme, (iii) treat the implementation as a
change programme rather than a technical deployment alone and (iv) seek
efficiencies of scale by procuring centrally where possible.

5.5.2.10 The design and development work for step 1 of SEFT is moving towards
completion and testing will progress through to the c2c migration into the central
back office (expected to happen in mid-2015). In the meantime the SEFT team is
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learning useful lessons from the c2c pilot which are informing decisions about the
roll-out to other TOCs. The Department will seek opportunities to maximise the
skills and experience built up on SEFT to expedite the roll-out of STN.

5.5.2.11 The Department is establishing the governance for STN and will develop a
business case over the coming months. It is expected that funding approval will
be sought in the summer of 2015 and if successful roll-out will commence in 2%

5.5.2.12 The Department recognises that platform validators, as they are
designed, may not be the optimal solution for all stations (particularl
have no power and/or communications infrastructure as well as v
This is why SEFT has been split into two ‘steps’; Step 1 focuses
products and Step 2 will implement other existing ticket types on ‘Smartcards.
SEFT is assessing the other options for check in/out andsgro collection and it
is expected that this work will inform decisions on ST

5.5.2.13 The main focus of STN will be on the roll-out of exi products, utilising the
Rail Settlement Plan (RSP) product catalogue, e enablement of city/PTE
smart multi-operator tickets on rail. It is exp t this will require an element
of standardisation of the ‘rail portion’ of i-operator ticket (which is likely to
be designed as a separate ITSO pro pite the fact that the passenger will
buy it as one multi-modal product)% e intention that STN enables smart travel

on the rail network and that the«gities/PTEs use this to support their smart

aspirations.

5.5.2.14 It is the intention tha | use the central RSP back-office (Host Operator
Processing System, saction Management System and Card Bureau Service)
that was procur EFT and that this will deliver best value for TOCs. This
approach '@A tRat the SEFT specifications for webTIS, ticket vending machines
and g grades will be suitable for use.

55.2.15 IT ment is now widespread on buses, English National Concessionary

northern rail network. This approach recognises the need to build upon the
successes and investments to date but does not exclude or prevent innovation as
the ITSO smartcard is most likely a necessary first step towards more widespread
ticketing transformation. Bidders are required to propose ways that they will
support the ITSO STN scheme.

el 'Scheme passes are ITSO-enabled and SEFT is making use of the ITSO
@e ication. The Department is therefore promoting the use of ITSO on the

5.5.2.16 As with SEFT, STN will deliver a common passenger proposition which seeks to
broadly replicate the functionality currently available on mag-stripe tickets but with
the advantages of smart. The central Smartcard Bureau Service is set up to permit
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individual TOC branding on cards and this is the approach being taken as part of
SEFT. There will need to be some form of ‘'scheme identity’ to support this in order
that passengers can understand where their cards can be used.

5.5.2.17 It is expected that the ‘RSP product catalogue’ will be used — as with current
arrangements this does not prevent TOCs from developing new and novel
products. The RSP central back office system is designed to allow TOCs to reiail
through their own webTIS and the SEFT programme has developed a %
specification which will be released to the marketplace shortly. %
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5.6 Delivery Plan 4 — Customer experience and Stations

5.6.1 DP4.1 Customer experience

5.6.1.1 Note. Bidders’ proposals in relation to ticket retail should be set out in DP 3.2
(Ticketing and Revenue Protection). Bidders’ proposals in relation to station
improvements should be set out in DP 4.2 (Stations).

5.6.1.2 Note. For the purposes of this Sub-Plan “stakeholders” include without Iiw&
r ;

customers, passengers, Passenger Focus, local authorities, commu@

rail user groups and similar organisations.
(A) REQUIREMENT (L
5.6.1.3 The Department requires a Franchisee who will delj a Wigh standard of

customer services appropriate to an intercity operator,ng:

i. Having a customer service and staffing apprqac places a high value on
personal face-to-face contact with passe@

ii. Having a customer-driven culture whe f@logue with customers drives
decisions and operational activity;

iii. Meeting the customer servicegE Benchmarks set out in Schedule 7.2 of

the Franchise Agreement

iv. Engaging with custo
and expectations
it measures an

v. Maintainin %tandard of cleanliness, presentation and quality of facilities
and s ifcluding in Challenging Circumstances;

stakeholders to understand their requirements
r an excellent standard of customer service which
ainst those requirements and expectations;

vi. W. ectively with BTP, community groups, local authorities and other
to deliver a safe and secure environment for passengers on board

aifs, including by reducing anti-social behaviour;
\& ngoing training of staff to deliver continuing high standards of customer

service;
viii. Providing appropriate and timely information to all customers before, during

and after their journeys; this must include working with the Rail North/DfT
partnership, local transport authorities and other operators to provide up to date
and comprehensive journey information (e.g. maps, timetables and CIS) that
include the routes and services of other operators and other public transport
modes so as to provide a simple, easy to use journey experience for
customers;
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5.6.1.4

5.6.1.5

5.6.1.6

Xi.

Xii.

Xiii.

Introducing highly visible and accessible means for passengers and the local
community to report specific quality issues (e.g. broken seats, inaudible PA,
poor customer service) and to get direct feedback on the action taken to resolve
the problem;

Demonstrating particular customer care during times of service disruption,
delays and cancellations, including empowering front line teams to I
effectively with customers;

travel choices, including at times of disruption or when speci e
unusually high demand;

Ensuring that at every Station passengers are able )Q%iak to a person
representing the Franchisee during the hours o in service operation,
including via a help point or remotely using a personal’mobile device; and

Subject to the availability of train-to-interngt efage, providing on-train
mobile communications via wi-fi free of charge assengers on board trains.

Participating in cross-industry initiatives to enable customers to ma@t d
us

The Department requires a Franchisee actively and consistently promote
awareness of passengers’ rights to cw pensation, who will make the claims
tAroug

the introduction of technology, and

process swift and simple, includi
who will implement a Passenger arter that will include “Delay/Repay”

compensation arrangem defined in the Passenger’s Charter Guidelines)
for all services from the f the Franchise.
The Department eS¥a Franchisee who will work with Local Transport

Authorities, puw port operators and other relevant stakeholders to
a

Sa

significantl e connectivity with other modes of transport and improve the
ouffiey experience for its customers, in line with the Department’s

@ strategy.

artment requires a Franchisee who will deal with complaints in a way that
ies passengers.

\(B) EVIDENCE BIDDERS SHALL PROVIDE

In addition to the Minimum Evidential Requirements, Bidders’ responses shall
cover as a minimum:

How the Initiatives and actions will deliver and monitor a high standard of
customer service in all areas of the business, and how these will contribute
towards achieving the customer service elements of the NRPS Benchmarks;
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ii. How frontline staff will provide a visible, helpful and pro-active customer-facing
presence at stations and, where present, on-board trains, and promote
security, including details of the staff training and support that will facilitate this;

iii. Their Customer and Stakeholder Engagement Strategy?3, including:

e How, and using what resources, the Franchisee will engage with
customers, potential customers and other stakeholders (including per
with reduced mobility and persons with other protected charagté %
under the Equality Act 2010), including on an ongoing basis, to stand
their experiences and perceptions of the Franchise, and thgi ]
future improvement;

e How the Franchisee will use the results of cust and stakeholder
engagement to inform business decisions o improve customer
services, and how customers and stakehalde ill be informed of the

progress made;

e How the Franchisee will develop IF stomer and Communities
Improvement Fund) Schemes 4 f customer and stakeholder

aspirations;
e The initial draft Custome%grt setting out the key commitments the

Franchisee will makegto its tomers, including commitments that relate

to day-to-day servi ow it will act to address problems and how it
intends to impro rvices and/or facilities. It should comply with the
requireme teut in the Franchise Agreement to provide sufficient

informati a customers to assess and understand all aspects of the
performa of the Franchise;

¢

e _ewthe Franchisee will update, communicate and publish future Customer
@ rts to the requirements set out in the Franchise Agreement, and
Q prove the transparency of performance and customer satisfaction

information; and

catering services will be provided and how this meets the needs of
passengers.

§ ¢ An indication of on which routes and services it is planned that on-board

iv. Details of any proposed improvements to the Passengers’ Charter and how
these will be implemented;

13 The Customer and Stakeholder Engagement Strategy, to include the initial draft Customer Report, must be supplied as an Agreed
Form Document.
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v. Evidence that NRPS data will be used routinely and effectively to:
¢ Increase the quality of service and the satisfaction of customers; and

e Enable prompt remedial action to be taken where any performance is at
risk of falling belowany NRPS benchmark.

vi. How the Minimum Wi-Fi Service Requirements will be delivered, including:

e The first availability of wi-fi by route and the results of a signal m
| ¢lient

survey in an appropriate format that will not require additi
software to access; and 6

discriminatory service through currently available Train-to-Internet
Connections along the rail corridors by:
. the efficient sharing of the on-train wjsfi;
. maximising the average data throtigh
to-Internet Connection; and
. maximising individual paﬁ' speed of internet connections,
and minimising the lat eir internet access.
0

Note: the solution should aim to

e Evidence of the extent to which passengers will rece'!ve a reliable, non-

(i.e. Mbps) of the Train-

rt per carriage:

. A minimum of 2@, simultaneously active customers, with each
active us Ing"a minimum equivalent bandwidth of 512kbps
with le 80ms latency; plus

Afmigimum of 80 Wireless Access Point-connected and

egiStered, but non-active, customers.

of any limitations or restrictions to the proposed service (e.g. usage
3, blocking adult-only content) must be included; and

to passengers.

\(C) SCORING

1.8 For meeting, overall, the above requirements to an acceptable standard, Bidders
will score 6 in line with Table 7.3 (TransPennine Express marking framework and
guidance). Without prejudice to the generality of subsection 7.3.5 (Scoring
methodology), specific examples of how the above requirements may be
exceeded are set out below.

& n indication of how the wi-fi service will be communicated and marketed
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Vi.

Vii.

\\

Act 2010;
. Initiatives that would significantly enhance the degr@&pa%engers and

Innovative Initiatives that will deliver an exceptional customer service
experience for passengers;

In addition to the requirements of the Franchise Agreement:

e Provision of information that is tailored to passengers' journeys e.g.
punctuality at intermediate stations, journey/station specific data; and

e Increased provision of real-time journey information at stations ano@
board trains.

Initiatives that significantly improve customer service and en for
persons with reduced mobility and other persons protected un@erithe Equality

potential passengers understand the network of tra rtunities offered by
the Franchisee and other train and public trans ators, both across the
north of England and on a more localised basts;

Initiatives that offer season ticket hol itlement to compensation in
addition to “Delay/Repay” if they e e a large number of delays not

exceeding 30 minutes; ?\
A commitment to reinvest an)él g in the overall cost of claims for Delay

Repay, when compared witl the amount forecast in a given year, into initiatives

that improve custom r for passengers; and
Initiatives that gg.b delivery of the Minimum Wi-Fi Service Requirements,
including:

o Im@ehe Train-to-Internet Connection through the provision of

efflate connection means, in for example areas of poor coverage or at
@ in locations such as stations;

example remote Closed-Circuit Television, On-Train Monitoring Recorder,
payments processing etc;

% abling wi-fi and internet connectivity to be used by on-train operational
& and retail services, to enable customer and performance benefits for

e Working with partners and stakeholders to secure additional funding; and

¢ In addition to the Minimum Wi-Fi Service Requirements, any plans to offer
higher bandwidth or other services, including evidence that these plans will
not negatively impact on the delivery of the Minimum Wi-Fi Service

Requirements.
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5.6.2 DP4.2 Stations

Bidders may propose assets to be funded by the Residual Value Mechanism under
this Sub-Plan.

(A) REQUIREMENT

5.6.2.1 The Department requires a Franchisee who will enhance the Station environment
to deliver high quality services to passengers by:

i. Meeting the NRPS stations’ targets set out in Schedule 7.2 of the F%e
Agreement;

ii. Targeting the provision of services at Stations according to %ume and
characteristics of passengers at the Station includingy whefe relevant,

reflecting the principles outlined in ATOC and RSSB,docu t “Guidance on
the implementation of Station Travel Plans”;

iii. Embedding the principles of inclusive design i iIsions about the renewal
and development of Stations; Q
tl

iv. Making the delivery of services resilient during periods of

Challenging Circumstances and mijnintiging the impact on passengers;

v. Meeting the obligations in th r%chlse Agreement in relation to ensuring
(within 12 months of the ,date of fcommencement of the Franchise) that the
management of asse iled in the Station Asset Management Plan has

been certified by a -accredited assessor as being consistent with the
“whole life” fra ovided under ISO 55001:2014 (Asset Management);

vi. From the St te, implementing and resourcing a Social and Commercial
Develo t Rlan. It must be for a period of 10 years, reviewed on a rolling

ann IS and set out how the Franchisee will:
ify schemes to develop currently redundant or under-utilised station
dings and facilities for use by the community and for commercial
development including schemes which sustain and enhance the viability of

\& ticket office retailing;
$ e Consult with customers and the community on the concerns, issues,

opportunities and risks relating to the Stations and the priorities for
investment;

e Effectively evaluate, prioritise and develop such schemes taking account
of customer and community views; and

¢ Implement the schemes in accordance with their allocated priority.
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Vii.

viii.

Xi.

Xii.

Maintaining and updating Station Travel Plans existing at the date of this ITT;

Making investments that improve the station environment and facilities for
passengers, make adequate provision for car parking and improve facilities for
interchange with other modes;

Regularly review and address the security, incidents of antisocial behaviour
and crime risk at Stations by applying the principles of community safe%

partnership with BTP and other stakeholders;

Developing a dashboard of metrics for Stations or a group of Sth
evidence improvements to the Station environment in ad% RPS
surveys by measuring and reporting annually on, for example:

e Cost for the provision of services at Stations;

e Levels of passenger satisfaction with Stations;

e |evels of inclusivity and accessibility; ?\

e Meeting the community’s needs; an 0

¢ Retail activity;

Being resourced to develop, p th Greater Manchester Combined
Authority, Network Rail and otr% stakeholders for the potential transfer of
Stations; and

Managing the succe transfer of Stations identified in Schedule 6.2 of the
Franchise Agreem support any programme of Franchise remapping.

5.6.2.2 In additiog the Minimum Evidential Requirements Bidders’ responses must

(B) EVIDEQ&EDERS SHALL PROVIDE

COV. inimum:

Social and Commercial Development Plan, how it will identify their initial
w of potentially suitable sites at Stations (for example, redundant buildings
and facilities) for both commercial development and use by the community;

Details of how they will understand and align the volume and scope of Station
services offered to the volume and characteristics of passengers using their
Stations;

Details of how they propose to achieve certification of the processes and
procedures that support their Asset Management Plan as complying with the
framework provided by ISO 55001:2014 (asset management) in accordance
with the requirements of the Franchise Agreement;
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5.6.2.3

5.6.2.4

iv. Details of their plans for the handover of its Station Asset Management Plan at
the end of the Franchise Term, including how they will work with Network Rail
and any Successor Operator to ensure continuity of the maintenance and
renewals programme outlined in the Plan; and

v. Details of how they will review and update Station Travel Plans.

(C) SCORING

Where a Bidder proposes Initiatives funded by Network Rail’'s Regulato @
Base, the Department will evaluate the Initiative on the basis thatigt
confidence that the Initiative will be delivered unless the Bidder es an
alternative source of funding.

For meeting, overall, the above requirements to an accep standard, Bidders
will score 6 in line with Table 7.3 (TransPennine Expre arking framework and

guidance). Without prejudice to the generality of stsection 7.3.5 (Scoring
ak?b

methodology), specific examples of how th requirements may be
exceeded are set out below:

i. Proposals that identify, and commit t ifi€targets under the dashboard of
metrics for Stations or a group of $ which evidence improvements to the

services provided at Stations. \

115



6.1
6.1.1

Section 6: Detailed Bid submission requirements
— Financial

Introduction

This chapter describes the detailed financial information which Bidders @
include in their Bids. In summary, this information is:

i. A Financial Model prepared in accordance with the requirem o tin
subsections 6.3.1 (General), 6.3.3 (The Financial Model), f% Inancial
Templates) and 6.3.7 (Generic Model requirements); !

ii. Supporting Operational Models prepared in accord with%the requirements
described in subsections 6.3 (General), 6.3.2 (Stru the Models), 6.3.4
(Operational Models) and 6.3.7 (Generic Model ents);

iii. The Financial Model and Operating Madels
“Models’;

g collectively termed the

iv. Supplementary Material preparedgin acégrdance with the requirements set out
in subsection 6.3.5 (Supplem aterial); Financial Templates populated
in accordance with the requw%t described in subsection 6.3.6 (Financial
Templates);

. General modelling, a tions are set out in subsection 6.4.1 (General
assumptions to ade);

i. A Record of ptions prepared in accordance with the requirements set
outin ctign 6.5 (Record of Assumptions);

i. A g Manual prepared in accordance with the requirements described
tion 6.6 (Operating Manual);

collectively the “Modelling Suite”, which will be Placed into Escrow if the
Bidder is successful pursuant to Schedule 9.2 of the Franchise Agreement;

ix. Responses to all of the requirements surrounding Change as set out in
subsection 6.7 (Change);

\'
Vi
Vil
& he*Models, the Record of Assumptions and the Operating Manual being
\
IX
X

. Evidence that the Models have been reviewed in accordance with the
requirements described in subsection 6.8 (Reviews and audit of Models);
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xi. A Financial Structure and Funding Plan describing the Bidder’s financial

structure and funding prepared in accordance with the requirements described
in subsection 6.9 (Financial Structure and Funding Plan); and

xii. Updated financial information, to update the financial tests undertaken when

criteria and methodology described in Section 7 (Evaluati

6.1.2 The information submitted pursuant to this Section 6 (Detailed Bid (}
requirements — Financial) will be evaluated in accordance Wltm tion

Bidders were seeking to pre-qualify to bid for the Franchise as described in
subsection 6.10 (Updating of PQQ financial and economic standing tests
Tests”) and submission of bond provider letter(s)).

ria and

section may result in the Bid being treated as non-comgliant, as per subsection

3.5

Errors in Models and/or Record of Assu Q

6.2

methodology). !
6.1.3 Any response submitted which does not comply wi Q_;q irements of this

6.2.1 Bidders are required to satisfy the eS\as to the technical accuracy of their
Modelling Suite and Supplemen aterial prior to submission. Where any
element of the Modelling Suite and SUpplementary Material is found to contain an
error or errors, the Departmenteserves the right as appropriate to:

é.

Evaluate the relewant element of the Modelling Suite and Supplementary
Material as recei inwhich case the Bidder shall bear the risk of the error or
errors within lement of the Modelling Suite and Supplementary Material

and of impact that this may have on the evaluation carried out in
acc e Section 7 (Evaluation criteria and methodology);

e error or errors either itself or through clarification from the Bidder
rdance with subsection 4.13 (Process following Bid submission), and

en evaluate that element of the Modelling Suite in accordance with Section 7
(Evaluation criteria and methodology); or

iii. Treat the Bid as non-compliant.

.2 In addition, if the Model Audit carried out as part of the evaluation process finds
errors in any of the Models which have a financial impact the Department reserves
the right to:

Capture the benefit of any errors in the Department’s favour in revised
Franchise Payments, including recalculation of the variable element of PCS;
and/or
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6.3
6.3.1
6.3.1.1

6.3.1.2

6.3.2
6.3.2.1

ii. Refuse to allow the Bidder to adjust its Franchise Payments as bid for any
errors which go against the Bidder (i.e. result in higher costs and/or lower
revenues than reflected in the Modelling Suite as submitted); and/ or

iii. Treat the Bid as non-compliant.

Financial and Operational Model requirements Q
General

Each Bidder is required to submit and include as part of their Bid a Fina el,
which is supported by Operational Models and Required Supple Naterial

as set out in subsection 6.3.5.1. All Models must meet the requiremenig described
in Section 4 (Explanation of requirements for Bid submi and overview of

process following Bid submission) and this Section e Bid submission
t de

requirements — Financial). The Modelling Suite onstrate the financial
consequences of the Bidder's business and epe | plans over the Core
Franchise Term and the Extension Period4n or that the Department may
evaluate them to the extent provided and.in aégordance with the evaluation criteria
and methodology described in Section 7 (Byaluation criteria and methodology).

Any changes to the Models after\Bid¥§ubmission as a result of the clarification
process described in subs ctio% (Process following Bid submission) or
otherwise, must be clearly logged and traceable, including an audit trail in the
relevant model itself, usi worksheet ‘Version Control’ in the Financial model

Templates.

118



6.3.2.2 Whilst the Departme
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Figure 6.1. Anticipated Médelling Suite structure

leves that this structure provides a logical template for
Bidders to adopt, i t mandatory and Bidders may adopt any structure they
choose provide all information required by this Section 6 (Detailed Bid
submissio irdments — Financial) is included in the format required by Section
4 (Exple an of requirements for Bid submission and overview of process
I submission) and the Department is able to evaluate the Models in
e with Section 7 (Evaluation criteria and methodology).

6.3.2&(1 2rs are required to include within their Modelling Suite a map illustrating the

6.3.3.1

cOntent and structure of the Models to aid the Department’s understanding.
The Financial Model
Each Bidder is required to submit with its Bid a Financial Model which:

General

i. Includes the calculations that are required to produce outputs for inclusion in
the Franchise Agreement and Funding Deed (as set out in the Financial

119



Templates provided to Bidders through the Data Site and listed at subsection
6.3.6.4 and for use in accordance with Section 7 (Evaluation criteria and
methodology). Outputs from the Financial Templates will be used:

e To populate the Franchise Payments (the Appendix to Schedule 8.2
(Annual Franchise Payments) of the Franchise Agreement). The Franchise
Payment table set out in the Appendix to Schedule 8.2 (Figures
Calculation of Franchise Payments) of the Franchise Agreement m
completed in 2015/16 prices;

e To populate the Season Ticket Bond value; Q
e To populate the profit share thresholds in Appendix 1go wle 8.1 of
the Franchise Agreement;

e To populate the AFA and DFR in Appendix hedule 8.1 of the
Franchise Agreement;

e To identify and track funding made availa E the Franchisee as Agreed
Funding Commitment or PCS and tegthe Funding Deed; and

e To populate the PCS value and nded PCS value in the Funding
Deed. kr

ii. Applies consistently on an ar@ asis, in accordance with the Franchise
Agreement, the methodolo@y required for calculating Franchise Payments;

iii. Includes the calcujations%equired to determine the Financial Ratio, at the end
of each Franchi during the Core Franchise Term and the Extension
Period. Bidd e 10 note that this is to be calculated in the Financial Model

iSed backwards-only view of compliance with the Financial Ratio

describ ragraph 2.1(a) of Schedule 12 of the Franchise Agreement. For
th€ dance of doubt, a Financial Ratio of 1.070 must be met in the base

Bid without drawing any PCS. In all cases, Bidders must ensure that

C -

@ied Revenue and Actual Operating Costs are calculated consistently with
the definitions outlined in the Franchise Agreement;

@\iv. Shows how the Franchise will be funded over the Core Franchise Term and

the Extension Period;

v. Includes all tax computations. Financial forecasts are to include calculations of
the tax liabilities of the subject company in accordance with any applicable tax
law. Complete integrated tax computations must be included in the Financial
Model. To the extent that any group, consortium or other form of relief or sale
of losses is anticipated this must be clearly stated within the Financial Model
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and Bidders must provide a letter from their financial advisers, as set out in
subsection 6.9.1.1, confirming that such relief will be supported by the Bidder’s
owning group. Capital and revenue expenditure must be clearly identified along
with the rate of allowances applying to each item or pool of capital expenditure.
The Bidder must provide a letter from their financial advisers as set out in
subsection 6.9.1.1, confirming that they have given consideration to the
deductibility of any interest expense in light of thin capitalisation rul
particularly where there is significant AFC in the base case or drawing(o
under sensitivities or financial robustness testing; %

vi. Properly reflects the accounting rules under which the Franchi% ortits
financial information. Bidders are to adopt either UK GAAR\ (incorpérating any
relevant transitional arrangements to FRS100, FRS10 S102 should the

Bidder not choose to early adopt) or IFRS but th ounting basis chosen
must be disclosed, consistent and once selecteﬁan ot be changed;

vii. States default prices in nominal terms and w ewed in real terms, outputs
must be deflated to 2015/16 prices an ut8 prior to this period must be
inflated to 2015/16 prices; and

viii. Provides output schedules in the?@ f the Financial Templates.

Financial robustness >

iX. Includes functionality, allows the Department to undertake the
Department’s Finangial\ Robustness Test as described in Section 7.
Specifically, the Fi | Model must:

e Include ?@ r switches, which do the following:
" e Annual Franchise Payments such that these do not
change when undertaking the Financial Robustness Test;

§ Freeze the base case Agreed Funding Commitment (AFC)

& drawdown and repayment profile per the commitment set out in

the Bidders Financial Structure & Funding Plan (Note: AFC should
\ only be available in the Financial Model in accordance with the
@ timing and amount of the commitment set out in the Financial
Structure and Funding Plan); and

Simulate the pay out of all distributable profits, in each year of the
Franchise Term subject to the Financial Ratio in that year not
falling below 1.070:1.

¢ Include the Parent Company Support (PCS), which should automatically
be drawn down and/or repaid in order to meet a Financial Ratio of 1.070:1,
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N

6.3.4.1

up to the value of the total PCS committed in the Bid and Funding Deed
but should not be drawn in the base case; and

Includes a separate input that allows notional PCS, over and above the
total PCS committed in the Bid, (with no third party bonding or interest
costs) to be drawn up to the Materiality Threshold (see subsection 7.6.1).
For the avoidance of doubt to the extent that the Financial Ratio issfo0

longer below 1.070:1 the repayment of the notional PCS (bej
Materiality Threshold) must take place prior to the PCS being rﬁf%

Addressing Franchise Change

its robustness and ability to price Change:

X. Accurately executes the calculations as designed, and eride(s%dence in

Provides a sufficient level of usability to allow @hagge _scenarios to be run
in a reasonable timescale;

Provides an appropriate level of %WR for populating template

outputs, and is sufficiently transpar S Changes clearly; and

Is sufficiently flexible to form the réguired basis for the pricing of Change.

xi. In addition, Bidders must in re

&

io eir Financial Model:
Adopt an absolute sign co tion in constructing their Financial Model,
such that all reve assets are positive and all costs and liabilities
are negative;

Provide a s in their Financial Model to allow the Financial Templates
to be pre in real or nominal terms (where real terms means nominal

va reNdeflated (or inflated in the case of historic values) by RPI to
6 prices); and

re that their Financial Model is self-contained within a single Microsoft

xcel workbook. The Financial Model must be presented in annual terms,

with year-ends coinciding with the Franchisee Year end on 31 March (as
demonstrated within the Financial Templates).

Operational Models

The Operational Models are all those models that contain calculations generating

inputs to the Financial Model either directly or indirectly. Each Operational Model
should be coherent, in that the different Models, including the Financial Model,
interface and work together effectively. Any interface spreadsheet required for

transferring Operational Model outputs into the Financial Model or from one

122



6.3.4.2

6.3.4.3

6.3.4.4

Operational Model to another must be provided as part of the Modelling Suite and
its use fully explained in the Operating Manual.

Change
Each Operational Model must:

i. Provide an appropriate level of granularity for generating Financial Model
inputs, and be sufficiently transparent to show Changes clearly;

ii. Be sufficiently flexible to allow the pricing of Change;

iii. Accurately execute the calculations as designed, and provide
their robustness and ability to price Change; and

iv. Provide a sufficient level of usability to allow Change s@klos to be runin a

reasonable timescale.
Each Bidder is required as a minimum to submit v@ﬁ)peraﬂonal Models
the following Tier 1 Operational Models:

i. Revenue model;

ii. Crowding model;

iii. Performance model; and ?\

iv. Capital expenditure model (w ay be included in the Financial Model);

as described in subsecti
in Tier 2, these must
Schedule 9.2 of th

4 10 6.3.4.23, where a Bidder uses sub-models
ubmitted and will be placed in Escrow pursuant to
e Agreement.

Revenue model

This de passenger revenue forecasting model must at least
disag c%- emand and revenue into the ticket types and Service Groups
contained in the Financial Templates.

ments is at the discretion of the Bidder. The revenue model and

6.3.4.5& further disaggregation of demand and revenue into more detailed flows or
g

Supplementary Material and its associated sub-models in Tier 2 must also show
clearly and apply all demand forecasting input assumptions and parameters and
their impact on demand and revenue. This will include, but not be limited to, such
factors as:

i. Macro-economic factors (disaggregated into individual factors where
appropriate and consistent with PDFH to the extent required by subsection
6.3.4.8);
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ii. Competition factors, including competition with bus and coach services and car
(disaggregated into individual factors where appropriate and consistent with
PDFH to the extent required by subsection 6.3.4.8);

iii. Timetable changes;

iv. Fare proposals and policy that demonstrates compliance with Schedule 5 of
the Franchise Agreement;

v. Operating performance; (L@
vi. Service quality; Q
vii. Marketing;

viii. Revenue protection Initiatives; 4
ix. Revenue / yield management Initiatives; and Q‘
x. Otherinvestments or Initiatives (such as station ?& stock improvements).

6.3.4.6 The revenue model must take inputs from@ for revenue and journeys
disaggregated into Mondays-Fridays, Sat nd Sundays, and must use
these appropriately to calculate the i total revenue and journeys of
timetable changes which have differ cts on Mondays-Fridays, Saturdays
and/or Sundays. A version of MO& will be made available through either the
Data Site or provided on a withepreloaded PDFH 5.1 elasticity sets and value
of time sets. Any deviati from this standard setup must be accompanied
by supporting docum s set out in 6.3.4.8 below.

6.3.4.7 Bidders must also s

i. The versiens IRA1 that have been used to populate the revenue model
popula%& e timetables that have been included in the revenue forecast,
a G files containing the assumed Franchise Services and open

@ervices, as required by the relevant bullet in subsection 4.10.1; and

he 'MOIRA1 output files (and any intermediate files which process these
output files) which input revenue, journeys and passenger miles to the revenue
model.

Bidders must use techniques or models used in the rail industry, comprising
MOIRA1 and bespoke revenue and crowding models for constructing their Bids.
The techniques must be consistent with the approaches adopted by the Passenger
Demand Forecasting Handbook (PDFH). For clarity, Bidders are not required to
use PDFH recommended demand elasticities, but where PDFH has not been used
must provide evidence to justify the use of alternative assumptions and
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approaches in accordance with subsection 6.3.4.9. If PDFH is used, PDFHv5.1
must be used, with the following exceptions:

i. PDFHv4.0 is used for fares;
ii. PDFHv5.0 is used for car costs; and
iii. PDFHv5.0 is used for journey purpose/ticket type mapping.

6.3.4.9 Bidders should bid their own views of the exogenous forecasts and other r
exogenous revenue factors. The Department’s central view of exdgehous
forecasts of demand drivers is provided on the Data Site in the do t¥Jan
2015 DD EDGE inputs (v1.5.1.0) PDFH5.1 2(2).zip” (“ExogenoUs ForeCasts”)
but with adjusted car costs and alternative data on employmepit.’* These
alternative demand drivers are used by the Department substitute for the

employment data and car cost forecasts provided inenous Forecasts.
The methodology for the construction of Exogenousgsoregasts and the alternative
demand drivers is described in the document* udry 2015 TPE Northern
franchise competitions DfT methodology o@ us forecast approaches”,

available on the Data Site. If PDFH, the Exo Forecasts and the alternative

demand drivers are not used, evidence to [astity the use of alternative assumptions
and approaches must be provided, i rdance with subsection 6.3.5.1. Any
analysis justifying the use of alternative assumptions and approaches must be

provided in the form of suppo
of supporting research

i0g spfeadsheets. Bidders must also provide a copy
.g. research or analysis papers by the Bidder or
a third party, journal m a relevant publication or analytical reports, and
indicate the reliabili his source, for example by providing information such as
the source, dat r, any peer review taken place, any assessment of the
confidenc the data, techniques and evidence used. The Record of
Assumypti must summarise the assumptions and approaches, making
refere Q0 supporting spreadsheets, research material and any other evidence
e ere applicable.

6.3.4&e odels must comply with the requirements of subsection 5.5.2.4 with respect
to’calculating the impact of changes to fares regulation. Bidders may choose to
provide this capability within the revenue model or within a Tier 2 fares model. The
Department accepts that the Models cannot have the capability to calculate the
impact of all possible changes to fares regulation. The Department will deem the
models to meet this requirement if they can:

14 Adjusted car costs are provided in the document “February 2015 adjusted EDGE inputs car costs”. Bidders should contact ATOC for
CEBR employment data. Further data can also be found in the webTAG data book:
https://www.gov.uk/government/publications/webtag-tag-data-book-november-2014
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6.3.4.11

6.3.4.12

i. Model a total change in regulated fares levels over the Core Franchise Term
of up to 10 percentage points above or below the base assumption as
described in subsection 6.4.1.1; and

ii. Separate out the impact on (1) regulated fares revenue and quasi regulated
fares revenue from (2) unregulated fares revenue. (Further details on quasi-

regulated fares are provided on the Data Site).
This must be done by the k in the RPI+k policy, and not measured by the ind @
fare. Quasi regulated revenue represents all of those fares that are gt difegtly

regulated but are likely to be constrained by the regulated fare. For ipstag ere
an off-peak return is regulated, it is possible to argue that the off- '
be quasi regulated. Bidders must provide evidence to sh they have
categorized fares by type of regulation.

Changes to fares regulation pursuant to paragraph 5 o edule 5.7 (Changes to
Fares Regulation) of the Franchise Agreement are e under the Franchise
Agreement to which the procedure in Sche@ the Franchise Agreement
applies.

The Models must have the capability to forecast the Other Revenue section of the
Financial Model, to the level egation required by the Financial
Templates. Given that many of the i in this section are secondary to forecasts
generated by the revenue and opéfating cost models, Bidders may choose to
provide this capability w Financial Model, employ an additional Tier 1
Operational Model, o lop an alternative methodology. Bidders are required
to detail the appro adopted in their Operating Manual and/or Record of
Assumptions an approach will form part of the evaluation carried out in
accordan ction 7 (Evaluation criteria and methodology).

Bidd ave available a spare driver input slot within the revenue model so
tha variable can be added to the revenue forecast. This slot should allow

revenue and journeys. This slot may be used for the Financial Robustness Test,

debuser to input a percentage uplift or index into the model by model segment
@g. ticket type and/or geographical segment), and apply this differentially to

6.3.4.13

for sensitivity tests, and for the purpose of Change.

Crowding model

Bidders must submit a crowding model which is clearly linked to the revenue
model, including for example, consistent labelling of models so that they are
transparent, clearly referenced to the Record of Assumptions and any Initiatives
proposed. The crowding model shall include a schedule of in scope services and
stops, with the relevant head code, expected rolling stock formation diagram and
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seat and standing capacity for trains. The crowding model must be used to
calculate a suppression factor for each year of the Core Franchise Term and
Extension Period, based on the scope of services within the crowding model,
which provides inputs into the revenue model. To the extent that crowding is on
average materially different on particular days of the week, the model should
calculate crowding at these times separately.

6.3.4.14 The crowding model must show average daily loadings for each stop al
line of route for every service, as a minimum for a typical autumn Wed
Friday, Saturday and Sunday, based on:

e their December 2017 Timetable and Train Plan (assumi@mn 2018

levels of demand),

levels of demand); and !
e their December 2018 Timetable and train Pl@m g autumn 2019
and the further evidence described in Secti@ demonstrate that their
Te

plans for later years of the Core Franchi and Extension Period will
accommodate their forecast demand grQwth.

6.3.4.15 Bidders must provide evidence of th ed within the crowding model.

6.3.4.16 For locations and/or times not co% y available count data, Bidders may use
MOIRA1 estimates of train-bygtrain4eadings as inputs to the crowding model.

6.3.4.17 In order to assist with elling of crowding, in terms of both demand
suppression and indiWidBal “train loadings, DeltaRail has calibrated ‘CMS
Passengers’ for_Tr ennine Express, and Bidders may wish to use this.
However, it i n%uirement to adopt this approach. CMS Passengers covers
Greater r, West Yorkshire and South Yorkshire peak periods in the
peak difgetion only. If Bidders decide to use CMS Passengers, then Bidders must
us % al approaches to model crowding on other services to meet the
ents set out in 6.3.4.13. If Bidders deviate from the calibrated version
& ied by DeltaRail or adjust inputs, Bidders must provide evidence to support
t

\ ir alternative modelling approach. As CMS Passengers is a third party model,
$ Bidders will need to provide assurance to the Department that any changes to the

model parameters are evidenced. In addition, whether CMS Passengers or
alternative crowding modelling are used, Bidders are required to document their
input assumptions and provide evidence that inputs to the model (for example
exogenous growth factors and timetable inputs) are reasonable and consistent
across the Bidder’'s Modelling Suite. If the Bidders decide to use CMS Passengers,
then, without limiting any other rights, the Department reserves the right, as part
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of the Model Audit in subsection 6.8.3, to require the leading Bidder to update CMS
Passengers for manifest errors.

6.3.4.18 An alternative approach to CMS Passengers can be used as long as consistency
is maintained with webTAG guidance and evidence provided for the approach
adopted such as the level of calibration and validation.

Operating cost model(s)

6.3.4.19 Information on operating costs may be provided in a standalone nﬁ%@

incorporated in the Financial Model. The operating cost model(s

inputs to the Financial Model to the level of disaggregation r. y the
Financial Templates. Any further disaggregation is at the dlSCI’StIOh 0 Bidder.

Performance model

6.3.4.20 The performance model must produce the following in e Financial Model:

i. Annual payments to and from Network Rail in i@N to Schedule 8 of the

Track Access Agreement; and Q
ii. Annual payments in relation to TQC-Ohs: performance relative to the
benchmarks defined in Schedule Z.1 he Franchise Agreement.
6.3.4.21 The performance model must be %calculating the following:
i. Forecast average minute Iateﬁ by Service Group;

ii. Attribution of avera inutes lateness between the Franchisee and
Network Rail;

iii. ForecastT n- delays;

iv. Foreca O%elf cancellations;

v. Fo %ellations and significant lateness (CaSL);

Vi. Qshort formations (if applicable);

he impact on the Public Performance Measure Moving Annual Average; and

Vil
6.The basis upon which any performance receipts and payments are calculated.
Performance receipts and payments between the Franchisee and Network Rail
should be shown separately.

6.3.4.22 Bidders must show all Initiatives which contribute to performance improvements
within the performance model and provide references between such Initiatives and
associated calculations.
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6.3.4.23

6.3.5
6.3.5.1

N

6.3.5.2

Capital expenditure model

Information on capital expenditure may be provided in a standalone model or

incorporated in another model e.g. the cost model or Financial Model. However

presented, the relevant model or part of a model must list each item of capital

expenditure, including those covered by the RV Mechanism (i.e. expenditure on

assets with a life which is in excess of one year in accordance with the releyant

accounting standards in UK GAAP or IFRS) with the facility to sort and group :Q
items by:

i.  Sub-Plan; Q
ii. Specific Initiative as identified within the Bid; (L

iii. Asset category such as Rolling stock, Stations, IT sysl@%cketing, depots,

other infrastructure; Qﬂ‘
iv. Source of funding including self-funded, ROV ded and third party

allowances, in which case how such es are calculated for the relevant

item. Y
The list must set out all items with% e in excess of £250,000 (2015/16 prices)

in any forecast year or £5004000 1 total (2015/16 prices) for a project which
continues across more t ear. The information provided should be clearly
linked to the fundin s (timings, sources, uses, repayments), be fully
documented in _th ancial Structure and Funding Plan and Record of
Assumptions an onciled to any totals reported in DPO.

funded; and
v. Treatment for tax purposesi.e. whethersﬁ in a year or attracting capital

Supplem terial

ere this ITT requires the Bidder to provide additional evidence or

In sit
aI (including subsections 6.3.4.8, 6.3.4.9, and 6.3.4.13 to 6.3.4.18
(in€lu

ms in a separate file labelled “Required Supplementary Material” in which each
item submitted must be clearly labelled and cross—refer to the subsection in this
ITT and the items of the Modelling Suite to which the evidence or other material
relates. This may include, for example, a research report or a spreadsheet which
shows the calculations that lead to bespoke elasticity values inputting to the
revenue model.

& sive)), (“Required Supplementary Material’) Bidders must submit those

Separately and in addition to the requirements of subsection 6.3.5.1, If any
element of the Modelling Suite which the Bidder is required to provide in
accordance with this ITT contains a reference to an additional item of further
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information and/or tools other than the Required Supplementary Material or
material already otherwise provided with the Bid, then:

i. The Bidder may provide that other information or tool (“Other Supplementary
Material”) with its Bid, in a separate file labelled “Other Supplementary
Material”, and with each item of Other Supplementary Material clearly labelled
and cross-referenced to the specific place in the Modelling Suite where jlsis
referred to; 6

ii. The Department will be entitled, but not obliged, to take account %II
of the Other Supplementary Material supplied in its evaluation er's

Bid. The purpose of enabling the Bidder to provide with its Bid'it of Other
Supplementary Material is to allow the Department to bg able*fo use that
information for clarification of the Bid if and to the e t the Department
considers that to be necessary for the purpose valuation. Bidders
should therefore not rely on the Department COV' rifhg all or any part of the
Other Supplementary Material or use it as a nism to avoid the size limits
referred to in subsection 4.4; and 6

iii. Where any item required to be inc the Modelling Suite, Required
Supplementary Material or other e Bid is not so included, even if it is
included in the Other Supple% Material, the Department fully reserves
its rights in respect of thatynon- pliance.

6.3.5.3 Supplementary Material i ired to be included as part of the Modelling Best
Practice Confirmatio fimral Model Audit as per section 6.8. Bidders should
note that the Dep nt reserves the right to include some or all of the
Supplementar %I as part of the Modelling Suite Placed in Escrow, either
incorpora cord of Assumptions or as additional Tier 2 models, and if so
ms (or such of them as the Department requires) will be subject to

Audit calculation review.

the relgwva
the dMad

6.3.6 al Templates

6.3. e Department requires that the output from the Models follow the Financial
\Templates that will be made available in the Data Site and Bidders must
incorporate these Financial Templates into their Financial Model and ensure they

are fully populated. The Financial Templates have been developed to be
consistent, where possible, with the information detailed in the Long Form Report.

This is to assist Bidders in using that information and to ensure comparability of
responses. The Bidders must therefore use the relevant revenue and cost captions

within the Financial Templates. Where items of costs and revenues are already

defined in the Financial Templates, Bidders must populate their Financial Model
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6.3.6.2

6.3.6.3

6.3.6.4

assumptions using these lines rather than allocating to alternative categories (for
example, the financial cost line items on the P&L1 sheet, rows 363-373 must be
used for presenting financing cost line items rather than the Bidder defining and
using an alternative “Other Operating Cost” line). If Bidders require additional
revenue and/or cost captions they must use the spare rows provided within each
of the templates, clearly label the costs and revenues and provide adequate
descriptions of these items in the Record of Assumptions.

Bids incorporating Financial Templates which do not conform to the struetufe as
set out in the latest iteration of the Financial Templates provided or %l by
the Department will be eliminated from the competition.

The populated Financial Templates must also be submitted@: format. Bidders
are required to integrate the Financial Templates into theigFinancial Model as the
template outputs will form the basis for financial ev o hard copies of
Models are required. However Bidders should ens Il sheets can print in a

readable manner without any additional formagting being required and with
consistent page breaks being applied acro ch gheet.

Each Bidder is required to submit with i
Templates. A list of these Financial
each worksheet’s content and status,i

mpleted copies of the Financial
s together with a brief summary of
et out below:

alter structure
\ Template Inputs

Status
Template Cover | Propel €8 S, legend Bidder free to
use/update
Template ins real/nominal switch for Bidder to link cells
Control mplate calculations, option flag F15 and F24 to

model control sheet.

Use functionality but
do not alter
structure.

Version Control | Version control record Populate but do not

Timeline Define Franchise timeline and part | Populate but do not
year adjustments alter structure
Indices & Rates | Repository of indices and rates Populate but do not

alter structure

Line Items Master definition of line items Bidder may populate
spare line items
denoted by square
brackets
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Sheet

Content

Template Outputs

Status

Pax
Revenue

Template for forecasts of selected
option

Populate but do not
alter structure

Other Revenue

Template for forecasts of selected
option

Populate but do not
alter structure

Staff Template for forecasts of selected | Populate but do not
option alter structure
Other Opex Template for forecasts of selected | Populate but do n
option alter structure
RS Charges Template for forecasts of selected | Populate but do n
option alter structre
Infrastructure Template for forecasts of selected
option
Performance Template for forecasts of selected
option
TOC Capex Template for forecasts of sel pulate but do not

option

alter structure

Financial Statements

P&L1 Template for forecas cted | Populate highlighted
option cells but do not alter
structure
P&L2 Templat ecasts of selected | Contains formulae,
option do not alter
P&L3 Te or forecasts of selected | Contains formulae,
o} do not alter
CF ate for forecasts of selected | Populate highlighted
tion cells but do not alter
structure
BS Template for forecasts of selected | Populate including

option

Opening Balance in
column AD, but do
not alter structure

@tput Calculations

FAA

Production of tables and values to
populate the Franchise Agreement
including the Appendix to
Schedule 8.2, Profit Share
Thresholds (feed from Financial
Statements and Bidder model)

Populate
(highlighted cells
only) but do not alter
structure

NPV

NPV of Franchise Payments
calculation (feed from Financial
Statements)

Contains formulae,
do not alter
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Sheet Content Status

FO&C Schedule 12 Franchise Agreement | Populate
financial ratios, Season Ticket (highlighted cells
Bond calculations (feed from only) but do not alter
Financial Statements) structure
Funding Calculation template for Required | Populate
PCS and for Bidder specification of | (highlighted cells
Additional PCS and Agreed only) but do not alter @

Funding Commitment. structure
6.3.6.5 The Financial Templates shall be populated in full (which includes col I{d7 K
and L in the Financial Templates labelled ‘Actual’ and ‘Foreca years
2012/13, 2013/14, 2014/15 and 2015/16), with outputs from t odglg’specified
in Franchisee Years ending 31 March of each year.

6.3.6.6 The first Franchise Year of the TransPennine Expre chise is expected to
run for a full year from 1st April 2016.

6.3.6.7 Bidders are required to provide their Franchise P ts for the Extension Period.
The Franchise Payments for the Extensi riod are expected to reflect the
prices and assumptions from the last the Core Franchise Term rolled
forward and adjusted in accordan ithyand to the extent provided by the
Franchise Agreement with respec E‘%x’nion (the “Year 7 Assumptions”). If a
Bidder chooses not to use the Yean7 Assumptions in its Bid, it must provide
evidence to the Depart as to demonstrate to the Department why the
assumptions which they ose for the Extension Period instead of the Year 7
i Iternative Assumptions”) are more credible than
the Year 7 Assugmptionisiand explain any differences from the Year 7 Assumptions
in the Recordsof umptions.

6.3.6.8 Ifinthe D nt’s reasonable view the Bidder in question has demonstrated

SUCCES that the Bidder’s Alternative Assumptions are more credible than the
sumptions it will accept them. However, if in the Department’s
sonable view the Bidder in question has failed to demonstrate that the Bidder’s

ternative Assumptions are more credible than the Year 7 Assumptions, it will:

\i. Inform the Bidder about the reasons why it considers that the Bidder’s
Alternative Assumptions are not in its view more credible than rolling forward
the Year 7 Assumptions; and

ii. Deem the bid to be non-compliant, in which case, subsections 3.5.8 - 3.5.9
shall apply.

6.3.6.9 If the Department considers that it requires clarifications before it can reach a
reasonable view as to whether the Bidder in question has demonstrated
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successfully, or has failed to demonstrate, that the Bidder's Alternative
Assumptions are more credible than the Year 7 Assumptions, it will ask the Bidder
in question to provide such clarifications before taking action in line with subsection
6.3.6.8.

6.3.6.10 The Financial Ratio calculations are incorporated in the Financial Templates and
are based on outputs contained in the Financial Formats. For Modified Revegue
and Actual Operating Costs Bidders must be consistent with the drafii %
Schedule 12 (Financial Obligations and Covenants) of the Franchise Agree
in completing the Financial Templates.

6.3.6.11 Bidders are permitted to expand the level of detail provided wiw Models
beyond the minimum requirements of the Financial Templates. In populating the
Financial Templates, Bidders:

i.  Must ensure that the addition of any further informa IS'done in such a way
as to remain consistent with the format of the Fi emplates and that the
level of detail provided is sufficient to give full parency of all components
of costs and revenues;

used to accommodate additign il but deleting or inserting rows or

ii. Should note that the spare rows gro In the Financial Templates can be
a
columns to the Financial Templates¥is not permitted and, for the avoidance of

doubt, will result in the beif@ eliminated, in accordance with subsection
6.3.6.2;

iii. May use the two b olumns inserted between the flag / labelling columns
and the first gagdelled year as they see fit. The intention is that these columns
will assistsip the’transfer of historic data to the Financial Model; and

iv. Muste e that the outputs in the Financial Templates are linked to the input

/ €@ ion cells within the Financial Model where appropriate and in such a

as to facilitate both the understanding of the Financial Model and

&\g of core assumptions used in the Financial Model.
6. % y either add worksheets to the Financial Templates or copy the Financial
Templates into their own Models. In either case, Bidders are required to ensure
that:

i. The named ranges defined in the Financial Templates are preserved;

ii. The new worksheets are inserted in tabs to the left of the Financial Templates
‘Templated Outputs’ tab;
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Must ensure that the format of the profit and loss account, cash flow statement
and balance sheet are set out in the manner stipulated by the Financial
Templates;

Must use the units of measure as set out in the Financial Templates provided;
and

Should note that any types of revenues or costs that it wishes to include u
a catch all heading of ‘Other must not exceed £250,000 (2015/16 pyi
any given year. Where a Bidder anticipates that such revenues @: ill

exceed this amount, they must each be separately identifiedg rate
spare row and not listed under the heading ‘Other’.

6.3.7 Generic Model requirements

6.3.7.1 Bidders must ensure that their Models comply with the Tatfowing principles:

The Models must be presented in Micros
compatible with Microsoft Excel 2010)
shown in subsection 4.10 (Submission
intact (i.e. non input cells must nofbe

el™2010 or later (but fully
d ‘xl&x?, ‘xlsb’ or ‘xlsm’ format as
, with workings and formulae
-coded’ with values);

ii. The Models must conform wix terms of the Franchise Agreement and

Funding Deed unless otherwise instructed in this ITT or through CQ responses;

orksheets of the Models must be hidden or
ecting worksheets without passwords to avoid
o thputs or calculations is allowed, provided it does not
cy or usability of the Models. Grouping rows or columns

reduce the t r
is perane; ut hiding rows, columns or worksheets is not permissible;
=10

No rows, columns,
password protec
accidental cha

tment wishes to receive models that are efficient in their operation
C of memory. A maximum file size of 75MB for each model is permitted,
aller Microsoft Excel workbooks are encouraged. For the avoidance of
ubt, any workbook taking up more than 75MB of disk space will result in the
Bid being treated as non-compliant unless a derogation is granted in
accordance with the process set out in subsection 6.3.8 (Derogations);

In order to aid model transparency Bidders should avoid the use of macros.
Any use of macros must be limited to areas where their use adds to the user
friendliness of the Models (e.g. print macro) or aids the achievement of other
requirements of the Models (e.g. to avoid circularity or to transfer data between
Models). Calculations must not be performed by a macro. Where macros are
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used, they must be listed and their function clearly explained within the
Operating Manual;

vi. In order to aid transparency, use of the INDIRECT and OFFSET functions is
prohibited, except where derogation has been granted in accordance with the
process described in subsection 6.3.8 (Derogations) below;

vii. In order to aid traceability of inputs and assumptions through the Mog

ranges of cells. Array formulae are identified by the use of braces
formula, i.e. “{...}". Bidders must not use such formulae over

than 20x20, except where a derogation has been granted in a%nce with
the process described in subsection 6.3.8 (Derogations) below;

ith est practice in
(Reviews and audit

ration”, “consistency”,

viii. The Models submitted by Bidders must be in |
accordance with the requirements set out in subsec
of Models) and employ the accepted principles
“‘integrity” and “linearity” (as described in sub n 6.8.2.4), except where a
derogation has been granted in accor ith the process described in
subsection 6.3.8 (Derogations);

ix. Although best practice would 'c%t a consistent formula is used across

columns in each row, there are a ber of circumstances where a model can
be made more transparentpy changing the formulae across a row. Provided it
is made clear (even ted out and the formulae cannot be seen) that
the calculation m is” different, Bidders may use different formulae in

respect of the fo g:

different approach to the treatment of forecasts before the
ommences;

olo units, indices, totals, NPVs and other useful modelling ‘flags’ to

pesincluded in the columns to the left of the first modelled year;

& On sheets that do not contain a timeline, where consistency down rows
\ may be applied instead of across columns. On sheets that contain a

timeline and where vertical presentation is also desired, it should be
transparent and clearly identifiable; and

X. Bidders do not need to seek derogation from the Department should the
Models deviate from best practice in the three cases described above.

6.3.7.2 Cross-links between the Models must not be formed using direct references.

Rather, outputs from one Model should be copied to a dedicated paste area in the
other, with the origins and destinations of transferred data clearly identified within
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the Models and described in the Operating Manual. All Operational Models that
support the inputs to and calculations within the Financial Model are required to
be submitted, and it is anticipated that the full Modelling Suite will be maintained
and supplemented together, and submitted simultaneously as required to support
any Change arising during the Core Franchise Term and Extension Period.

6.3.8 Derogations @

6.3.8.1 The Department may grant derogations from the modelling requirements i g
in the following four areas:

S
W

ii. Use of OFFSET and INDIRECT functions;
iii. Modelling Best Practice Confirmation; and Q‘
iv. Array formulae across ranges of cells greater t 0.

6.3.8.2 Applications must be made in writing to the Depa t within 40 working days of
publication of the ITT. Applications must via the AWARD website as
outlined in section 3.9. Responses wi vided via AWARD. Applications
should set out clearly why the der is required and the benefit to the

Department and the evaluation progeSs of granting such a derogation. It is not
expected that derogations will be negéssary.

Model size

6.3.8.3 The Department will conSider applications to exceed the 75MB workbook size limit
where it is de% d that adherence to this limit generates significant
r

inefficienciesmorWhaterially reduces the level of confidence in the resulting
forecasts.Q~

6.3.8.4
unctions where Bidders can demonstrate:

i. The use of these functions generates significant savings in model run times
and use of disk space or otherwise significantly assists the efficient pricing of
Change; and

ii. The use of these functions is clearly explained and documented in the
Operating Manual and Record of Assumptions.

137



6.3.8.5

6.3.8.6

6.4
6.4.1
6.4.1.1

Modelling Best Practice

The Department will consider applications to relax the requirements of the
Modelling Best Practice Confirmation on an individual model basis, and considers
that derogations may be more appropriate for elements of Tier 2 Operational
Models, at the underlying input/assumption interface.

Array Formulae

The Department will consider applications for the use of array formulaefgrea
than 20x20 for checking purposes only, i.e. where it is not part of the @ el
calculations.

General assumptions to be made

Assumptions ! %

Bidders are to use the following assumptions in pre aQFeN Bids:

The Franchise will commence on 1st April 2046;

The TransPennine Express Franchise r cdmmences on 1 April of each
year. For the avoidance of doubt t hisee will be required to prepare
audited accounts for the Franchiv ending 31 March for the duration of

the Franchise; :
Annual RPI and AWE indiges a ptions will be made available to Bidders in

the Data Site and s from the year commencing 1 April 2016 and
annually thereaftegBI should adopt their own RPl and AWE assumptions
up to the year ing 1 April 2016, and such assumptions should be

clearly state

: ogt rate to be applied in present value calculations is 3.5 per cent

or the purposes of calculating net present values, the template calculation
assumes the following timings for cashflows:

Mid-year cashflows for full Franchise financial years from 1 April to 31
March inclusive (30 September);

vii. Bidders must use CP5 values for regulated charges and performance regimes,

as determined by the ORR Periodic Review 2013, throughout the Core
Franchise Term and Extension Period. To note that Schedule 8 Track Access
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Agreement benchmarks for the final year of CP5 must be used for the
remainder of the Core Franchise Term as well as any Extension Period;

viii. Bidders shall assume no change to FTAC as a result of the transfer of services
in or out of the franchise between the issue of the ITT and the Start Date;

ix. Bidders must assume maximum annual regulated fares increases of RP1+0%
in 2015 and RPI1+1% from 2016 until the end of the Extension Period for
fares basket for the life of the Franchise, with individual fares within th %
not being increased by more than: RPI+0%(K)+0%(flex) in %d

RP1+1%(k)+2%(flex) from 2016;
X. Bidders should make their own assumptions in respect of ym%nder any
Route Efficiency Benefit Share mechanism;

xi. The Innovation Fund: the Franchisee is required osit an amount of
money for each Innovation Year (i.e. Franchisge ¥ears 1, 2 & 3) to the
Innovation Account. The amount deposited h'yéaris the Annual Innovation
Account Contribution per paragraph 1 dule 13 of the Franchise
Agreement. For modelling purpos en calculating the Financial
Ratios, the Bidders must expense,the Annual Innovation Account Contribution
as a charge to the Profitand L s%e year it is deposited treat the amount
as a cash expense (Debit P&If)§ it Cash). No further treatment is required
for modelling purposes. Bigders®must not include in the Financial Model any
revenue benefit fro s which utilise the Innovation Fund. For the
avoidance of dou iS\does not override the Bidder’s responsibility under the
Franchise Agree , once it has been entered into, relating to the treatment

of the Innov und, Innovation Account, or Annual Innovation Account
Contri asyset out in the Franchise Agreement;

xii. Wi ct to any non-capital costs (and all operating (including

9: nce) and project implementation costs are to be treated as non-capital

osts for this purpose) arising from any scheme utilising the Residual Value

& chanism, costs arising from such scheme shall be expensed in the year in
which they arise; and

xiii.Bidders should expense pension cash contributions but should not model
actuarial gains or losses on pension assets or liabilities.

6.5 Record of Assumptions

6.5.1 Each Bidder is required to submit with its Bid a Record of Assumptions which:
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i. Is written in Microsoft Word ‘docx’ format in accordance with subsection 4.10
(Submission of Bids);

i. Clearly sets out the rationale underlying the assumptions and the
methodologies adopted;

iii. Provides detail and transparency on the costs, revenues and assumptions
associated with each major timetable change, as required in subsection %
ic

(DP2.1 Rolling Stock);
iv. Includes a description of the accounting principles adopted and @p
accounting policies applied, especially in relation to: (L
e The purchase of assets with a useful life in excess of :e yea
e Pensions — service costs or cash contributi and, balance sheet
treatment; Q~

e Bad debts — if provisions are made, are the IC or general;

e ROSCO leases —how each lease h en ounted for and the rationale
for the treatment adopted; and

e Rolling Stock Maintenance — how each reserve has been
accounted for.

v. Includes a description of tahatment adopted, especially in relation to:

e (Categorisation o ating and capital expenditure, including the capital
allowance trea of each capital asset;

. PensionY\
e R eases — whether or not each lease is a Long Funding Lease and
jonale for the treatment;
% est costs, with specific consideration given to thin capitalisation rules

here there is significant lending through AFC or PCS; and

of data such that each input assumption and changes to it over time, as
reflected in the Models, are properly explained.

$\& ¢ The Record of Assumptions must contain a level of detail and a granularity

vi. Provides a level of usability such that linkages to the Models are clear and the
narrative provides the user with sufficient information to assess the financial
impact of price or volume changes within a reasonable timeframe;

vii. Uses tables to enhance the narrative, such tables being directly traceable to
the Models; and
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6.5.2

viii. Arrives at an estimate of the financial impact of a change in prices or volumes

which is aided by the quality of the narrative.

The Record of Assumptions must:

vi.

Contain all financial and operational assumptions used in the Models and
explain and discuss the inputs of each Model, including the base unit cost for
each input. Where contracted variable unit costs have the potential to ch

as a result of Change (e.g. maintenance contract charges which vary %
mileage bands), Bidders are required to include the full range of pgtenti it
costs of their anticipated contracted agreements within r of
Assumptions;

Include a table setting out the percentage of total n%evenues other
operating costs and rolling stock costs (totals in over the Core
Franchise Term and Extension Period) that are e%'ﬁom or paid to HQ,
group or other Affiliates (as defined in the Fr Agreement) including

details of (a) the services to which such F@ or costs relate; and (b) the

basis for determining the charges;

Provide details of all costs and, revegues (excluding passenger revenue)
associated with the operationsyof Stalybridge station and Manchester
Airport station; >

Provide details of any_finapcial benefits (which includes changes to both
revenues and costs t pact the Bid level of Franchise Payments) included
within the Bid aris m any alliance with Network Rail. Bidders must not
include any fimanc enefits from any deep alliance i.e. an alliance requiring
a chang Industry regulatory framework and hence third party approval
that ate savings from possessions (Schedule 4 Track Access

or performance (Schedule 8 Track Access Agreement) amounts

|r Bid. The consequences of any proposals for alliancing with Network

al ay be subject to risk adjustment in accordance with the principles of

ction 7 (Evaluation criteria and methodology) and Appendix 3 (Risk
Adjustment Process);

Include separately the costs involved and assumptions made in relation to
pension contribution rates, both employer and employee;

If the Bidder proposes investment with a useful economic life or period of
financial return that exceeds the Core Franchise Term and Extension Period,
any costs and revenues that accrue in relation to that investment must be
explicitly set out in the Record of Assumptions setting out:
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e The period from investment until the end of the Extension Period;

e The period from end of the Extension Period until end of asset life, including
the basis for determining that asset’s life;

e The initial cost of the investment;

e The amount of cost recovered/ paid off during the life of the Franchise
together with the trajectory of that recovery/ payment off during the
Franchise Term and Extension Period;

e Show the non-depreciated value (i.e. residual value) at the ore
Franchise Term and Extension Period of:

. Assets to which the provisions of subsection% to 5.1.14
(Residual Value Mechanism) do not appl ith régard to such
assets the Franchisee is on risk as to w ey are designated
as Primary Franchise Assets or if a r Operator

purchases such assets. If they are nated the standard
valuation provisions of the S tal Agreement apply; and

. Assets which the Bid proposes are acquired by a Successor
Operator in accord e provisions contained in
subsection 5.1.10 t% (Residual Value Mechanism), along
with other infofmatioffequirements as stipulated in that

subsectio
vii. If a Bidder prowde vestments in assets to be identified in the future, or a
general inv nd, the Record of Assumptions must make clear the
nature of the sed investments and the process for agreeing how such
funds spent and must provide a cross reference to the relevant

Inig he Bid; and
viii. anges in the Financial Model are attributable to Initiatives, set out the

easons for such in the Record of Assumptions for each affected input to the
nancial Model. An example of how such movements could be presented is
\ shown in respect of headcount in Table 6.2 (Example of presentation of
movements in Record of Assumptions) below. Bidders should note that words
and values contained within Table 6.2 are indicative only.
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Table 6.2. Example of presentation of movements in Record of Assumptions™

Franchise Year 1 2 3 4 5 6 7 8

Base year/ Opening FTE 4325 | 3925 |376.5 |3745 |389.5|419.5 |4245 |421.5
LFR data — baseline (20.0)

adjustment

Initiative DP 3.4.5 (Train 15.0 30.0 | 5.0 (3.0 %

maintenance in house)

Initiative DP 3.4.6 (Depot staff | (15.0) | (15.0)
restructuring)

Initiative DP 6.2.3 (5.0) (5.0)
(Management/ HQ structure
efficiencies)

Initiative DP 5.2.1 (Sales (5.0) (3.0) (2.0)
channel review)

Initiative DP 4.1.1 (Station 5.0 2.0
welcome hosts)
Total FTE at year end 3925 | 371.5 389.5 |419.5|4245 |4215 |4215
* the DP numbers and descriptors provid illustrative purposes only and are not intended to relate to

this franchise competition.

6.5.3 Bidders are requir fully evidence the details behind their Initiatives in their
response to Se etailed Bid Submission Requirements - Delivery Plans).
Using the e table as guidance, Bidders shall, in their Record of Assumptions,
provid e impact that Initiatives have on each cost, revenue or other
input submitted Financial and Operational Models. A brief narrative
@ hy the cost or revenue is so impacted by the relevant Initiatives must

&E mpany each table. The wording of the narrative or cross-references used and

values shown must make it reasonably determinable that the Initiative is the
same as its correspondingly numbered Initiative in the Bidder's response to
Section 5 (Detailed Bid Submission Requirements - Delivery Plans).
6.5.4 In addition, each Bidder is required to submit with its Bid a copy of its modelled
timetable (which has been developed within MOIRA1 as per the instruction set out
in subsection 6.3.4.8) and any other revenue or timetable development software)

to calculate the likely passenger revenues that will be earned from the timetable
submitted with its Bid and that have been utilised in the population of the Bidder’s
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6.6
6.6.1

revenue model. This information must be provided electronically in raw format as
an appendix to a Bidder's Record of Assumptions.

Operating Manual

Each Bidder is required to submit with its Bid an Operating Manual which:

vi.

Is in Microsoft Word ‘docx’ format in accordance with subsection

(Submission of Bids); %
Is an accurate and plain English document that facilitates a reason of
g no

understanding of the functionality of the Bidder’s “Models”, includ they
interface and interact with other Models;

Includes an explanation of the flow of data through thesginaneial Model and the
interfaces with the Operational Models submitte [ ay be presented
diagrammatically with supporting narrative a riate. This must also

describe how any interface spreadsheets are in the flow of data between

models, if applicable;
Includes a description of each Mode%ﬂure and capability;

Includes a description of the r%d operational characteristics of each
worksheet and how it interact% e Models;

Includes instructions w to input data, select scenarios/options and
calculate the financia uts;

vii. Clearly explain od by which the Bidder's Models are able to carry out

the tests de IN subsection 6.3.4.2; and

viii. Wher (or other visual basic functions) have been used, includes a
de

ipLioR of the macros used in the operation of the Models, the reason for
and how they are used to generate model outputs.

envshots and narrative may be used to provide the user with sufficient

6.6.2
&o ation to assess the content, purpose and functionality of the Models.

6.7.1
6.7.1.1

Change

Matters to be addressed in the Operating Manual

In addition to the requirements and content set out in subsection 6.6 (Operating
Manual), the Operating Manual shall also include the worked examples of Change
(“Worked Examples”) set out below. The Worked Examples will be evaluated in
accordance with subsection 7.5 (Modelling Change tests) and section 7
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(Evaluation criteria and methodology). The Financial Model is not required to
include a switch to allow these examples to be selected. The Worked Examples
to be included are:

i. Worked Example (A) — the maximum regulated fare basket increase for 2017
reduces from RPIl+1% to RP1+0%, for the industry as a whole. All other policies
remain the same including caps on individual prices within baskets and fare
rises for other years. (Bidders should include the impact of the price ch %

levels of demand);

ii. Worked Example (B) — The completion of the infrastructure work % the
December 2017 timetable change is delayed until the subsequent May
timetable change; and

iii. Worked Example (C) — Track Access Charges set b ORR are assumed to
be equal in real terms to the charges as per the lastgear of CP4 for the CP6
period.

6.7.1.2 The Bidder must ensure that the Worked Ex@ E
h

i. Provide a clear and detailed acc e assumptions and processes

employed in pricing the Change, :
e Details of the individual s% be followed to make the Change (this
should be in suffici detail#to enable evaluators to follow the flow of

calculations thro odelling Suite rather than rely on “switching on”
pre-populatedd S)3

¢ |dentification the Models impacted by the Change (i.e. financial,
revenue, ing, fares etc.), including a process flow diagram; and

put results of the change in franchise payments;

effect of a revised input through the Models, providing an audit trail
oliput Franchise Payments back to input changes;

lude a commentary on the rationale for the inclusion/exclusion of each
\ variable within the scope of the Change, demonstrating the reasonableness of
the revisions; and

iv. Demonstrate that the level of change in the Financial Model outputs, including
but not limited to Franchise Payments, is commensurate with the level of input
changes e.g. by reconciling the movement in Franchise Payments and/ or other
key variables impacted by the Worked Example.
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6.7.1.3

6.7.2
6.7.2.1

6.7.2.3

\&e Department recognises that there are considerable time, cost and resources

The Bidder’s approach to Change must demonstrate to the Department that the
Modelling Suite will result in a transparent and efficient contracting of future
Changes.

Modelling Change

In order for the Department to satisfy itself as to the suitability of the entire Bid to
price Change, the Department requires the Bidder to submit with its Bid the i vu
described in Table 6.3 below (Modelling Change submission requireme
will as part of its evaluation, as described in subsection 7.5 (Modelljpg,Ch

tests), assess whether the Bidder has complied with the requireme, % fied in
the column headed “Requirements” for each of the four items listed in that Table.

Table 6.3. Modelling Change submission requirements

Requirements

1. Worked Each Bidder will include within tOperating Manual
Examples and submitted with its Bid, the amples and details of
approach to its approach to Change

pafed in accordance with the
Change requirements describgd in ection 6.7 (Change) of this
ITT.

2. Record of Each Bidder will'igc within its Bid a Record of
Assumptions and | Assumption d in accordance with the requirements
Operating Manual | describegin section 6.5 (Record of Assumptions) of this
ITT and an rating Manual prepared in accordance with
thesgequir nts described in subsection 6.6 (Operating

of this ITT.

Bidder will include within its Bid a Financial Model
epared in accordance with the requirements described in
subsections 6.3 (Financial and Operational Model
requirements) and 6.4 (Assumptions) of this ITT.

3. Suitability of
Financial Mode
for implemen
Changes

4. Sui o Each Bidder will include within its Bid Operational Models
Op prepared in accordance with the requirements described
including | subsections 6.3 (Financial and Operational Model
ity of the requirements) and 6.4 (Assumptions) of this ITT.

or implementing
Changes

often deployed by the Department and Franchisees in the contracting and
management of Change throughout the Franchise Term. The contracting of a
suitable Modelling Suite will support endeavours to improve the efficiencies around
contracting Change.

The Department reserves the right to engage with one or more Bidders, prior to
signing of the Franchise Agreement, to improve the transparency, granularity and
usability of the Modelling Suite in areas which it believes would be beneficial to the
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6.8

6.8.1
6.8.1.1

management of the Franchise as outlined above. This will not impact on the
ranking of the Bids.

Reviews and audit of Models

Introduction

Bidders must note that the Models submitted with their Bids will have %
during evaluation will be, reviewed or audited in accordance with t llowing
requirements:

Table 6.4. Model review and audit requirements

Independent Model Audit Calculation Review by

Modelling Revieuv DfT’s
Best Practice Technical and
Confirmation Financial
Advisers
Financial
v v v
Model
Tier 1
Operational v v v
Models
Tier 2
Operational v v'* v
Models
Supplementary v v
Material
Timescales Mtion Model Audit Completed in Completed by
and ed at Bid | Report parallel with the Department
Require bmission following Financial as part of its
Department Model Audit evaluation
instruction following process
Department
instruction

& Department reserves the right to include some or all of the Tier 2 Models and/or

Ny

6.8.1.3

upplementary Material as part of the Calculation Review.

The Financial Model and Operational Models of all Bidders will be subject to
Independent Modelling Best Practice Confirmation. Details of the process are set
out in subsection 6.8.2 (Modelling Best Practice Confirmation). The Financial
Model of one or more Bidders will be subject to a full Model Audit. Details of which
Bidders and the process are described in subsection 6.8.3 (Model Audit).

Bidders are required to satisfy themselves as to the technical accuracy of all
Models prior to submission, noting the allocation of risk with respect to errors within
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the Models described in subsection 6.2 (Errors in Models and/ or Record of
Assumptions).

6.8.2 Modelling Best Practice Confirmation

6.8.2.1 Each Bidder must provide with its Bid an independent Modelling Best Practice
Confirmation report on all sections of the Models. The report and any engage t
letter between the Bidder and the report-writer, must: ”%

i. Be co-addressed to the Department and that Bidder (prior to bid gepmigsion
the Department is prepared to co-sign the engagement letter, i

ii. Permit the Department to review and rely on the report;

resentation with
2port writer, the report
to the report; and

itself or the scope of any terms of engagement ti
iv. Exclude all liability however arising on the@ e Department connected in

iii. Acknowledge that the Department gives no warrant
regards to the sufficiency of services provided by @

any way with the report.

obtained in accordance with the
gations) above. The Modelling Best
to be an audit of the Models.

6.8.2.2 The report must take account of any der
process described in subsection 6.3!
Practice Confirmation is not consi

6.8.2.3 All costs associated with tge préparation of the Modelling Best Practice
Confirmation are for the ccount only.

6.8.2.4 The Modelling Besgt e Confirmation must provide confirmation that the

Models have or pkQvi r:
i. Separ o%puts, calculations and outputs:
o : should include data and assumptions but no calculations;
lations: should include individual calculations that support each line
f all outputs and reports. There should be no duplication of calculations
& nor should input cells be hard-coded in the calculation sheets;
\ e Qutputs: should not include any hard-coded input cells or calculations
except for sums and check totals; and
e Data inputs, calculations and output areas should be completely separate
and clearly labelled. The Modelling Best Practice Confirmation must

document the high level patterns of data flow within the Models and include
a flow chart of the main data flows between worksheets and workbooks;
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6.8.2.5

6.8.2.6

6.8.\
1

ii. Consistency of formulae across rows and down columns and across
worksheets. The Models should have time periods across the columns and
calculations down the rows. This should be consistent in all worksheets. There
are two areas where consistency is most important:

e Columns: the same column should be used for the same period in each
worksheet (although it should be noted that the time periods actess
columns in the Bidder's Model may be different from the column
Financial Templates); and

e Rows: a row will contain only one formula, copied across %;

Modelling Best Practice Confirmation must provide sessment of the
extent and effectiveness of internal and/or error ¢ contained within the
Models and detail any internal control checks that indiCate errors;

iv. Linearity of calculation flow (e.g. that the@%ular references);

iii. Integrity of financial statements (e.g. that there are no balzncing res). The

v. Macros, where required, their function clearly explained; and

vi. Bidders may use the following hard lues in formulae if required: 1,-1,

0, TRUE, FALSE. Y~
The Modelling Best Practice Con% n must provide a review of the Models’

structures by means of spreatisheet maps, which give a visual representation of
the worksheet structure t, highlighting elements of the worksheet layout
that warrant further i ation (however, as this is not as detailed as a Model
Audit, each individu ula is not checked).

Practice Confirmation must also provide confirmation that the
s been adhered to, that array formulae have not been used
acro @ of cells greater than 20x20 and that the INDIRECT and OFFSET
functi are not used except where derogations have been obtained in

del Audit

& rdance with the process described in subsection 6.3.8 (Derogations).
o

Following Bid submission and prior to contract award the Department will request
one or more Bidders to obtain an independent audit of all sections of the Financial
Model (the “Model Audit”). The Model Audit shall be prepared for the benefit of
the Department and the Bidder; shall be co-addressed to them, and the level of
liability must be agreed by the Department, and will be a minimum of £1m. All costs
associated with the preparation of the Model Audit are for the Bidders’ account
only. Bidders must obtain the Department’s acceptance (not to be unreasonably
withheld) of their choice of independent model auditor, the scope of the Model
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Audit and the Department’s agreement to what constitutes the Financial Model for
determining the scope of the audit. The Department will expect to receive the audit
report within fifteen working days of it being requested of the Bidder.

6.8.3.2 The Department requires the Model Audit to confirm:

Whether the Financial Model has been constructed appropriately so as to
materially achieve the objective that it was designed to meet, insofar
logical integrity under the Bid assumptions and input data is co
including the conversion of nominal values to real values;

gancial

. Whether the tax charge, liabilities and payments calculated

Model, on the basis of the assumptions made in the Opegrating IMé&nual and
Record of Assumptions appear materially consisient with current

understanding of existing UK tax legislation, iden@ isks associated

with the underlying tax assumptions;

PWporating any relevant
transitional arrangements to FRS100, F FRS102 should the Bidder
not choose to early adopt) or IFRS (full | counting policies and whether
the key accounting assumptionsin inancial Model and the Operating
Manual and Record of Assum tio%ear materially consistent with current

understanding of UK GAAP/ IF%( hichever is relevant);

Whether the Bidder has applied UK G

. Whether the calculation_of'the Annual Franchise Payments is in accordance

with the terms of the hise Agreement;

Whether the cafeulation®of the Financial Ratio complies with the requirements
in section 6. nd'is consistent with the definition of Modified Revenue and
Actual ating Costs in accordance with Schedule 12 (Financial Obligations

and ants) of the Franchise Agreement;

Whether assumptions and input data in the Operating Manual and Record of
Assumptions have in all material respects been consistently reflected in the
Financial Model; and

Whether the modelling requirements for the financial robustness testing are
met such that the Financial Model accurately performs the calculations as
required in subsection 6.3.3.1, section 7.6 and to ensure compliance with the
Funding Deed. The Department will define with the model auditor the inputs
and parameters, as appropriate, to meet this requirement in the Model Audit.
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6.8.3.3

6.8.3.4

6.8.4
6.8.4.1

Q

6.9

6.9.1
6.9.1.1

For the Model Audit, the Department may provide one or more Bidders with no
more than five tests for the purposes of understanding robustness of the Financial
Model. The Model Audit will test the logical integrity of the arithmetical operations
in the Financial Model formulae and calculations under the assumptions and input
data for the specified test(s). A robustness test is defined as a change in one or
more input variables through the models with the Bid Franchise Payments and
Agreed Funding Commitment held constant i.e. “frozen”.

The Department recognises that the finance, accounting and taxation ele%)
the Model Audit are not relevant to the Tier 1 and 2 Operational Vand
therefore requires a review of the calculations only, to be conducted by same
party that undertakes the Model Audit, in accordance with thefprocess described
in subsection 6.8.4 (Calculation Review). i

Calculation Review

As part of the Model Audit the independent party. co% the Model Audit must
also conduct a review of the calculations ployed in the Tier 1 Operational
Models (a “Calculation Review”). To not artment reserves the right to
include some or all of the Tier 2 and/or entary Material in the Calculation
Review and reference below to Tie ational Models shall be interpreted
accordingly. The Calculation Rev% ill be conducted to the same standard as
the Model Audit, but will exclude thegd€chnical elements of this process relating to
taxation and accounting [ The Department requires the review to confirm:

i.  Whether the Tier rational Models have been constructed appropriately
SO as to materia hieve the objectives that each of them were designed to
meet, insofa logical integrity under the Bid assumptions and input data
is con

i. W@ e Tier 1 Operational Models have been developed in a well-
d

manner to best practice standards; and

iiNWhether assumptions and input data in the Operating Manual and Record of
Assumptions have in all material respects been consistently reflected in the
Tier 1 Operational Models.

Financial Structure and Funding Plan

Bid requirements

Each Bidder is required to submit with its Bid a Financial Structure and Funding
plan which:
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i. Details the total investment plan for all funding of infrastructure, other works
and schemes that support its proposals, including explaining its linkage with
the Financial Model. The capital expenditure covered by this plan must be
clearly reconciled to amounts contained in the Capital Expenditure Model or
sheet(s) contained in the Financial Model or cost model and any capital
expenditure or investment amounts presented in DPO;

ii. Shows that the PCS has been calculated and provided in accordanc%@
mpa

requirements set out in subsections 6.9.2.4 to 6.9.2.9 (Parent y
Support);

iii. Provides precise details of its funding arrangements, the Wature of
relationships with any funding partner(s) or underlying financial securities

provided by third parties, including the extent of di ue apd nature of any
commitment, risks to its ability to meet its funding itmeents and how risks

will be mitigated; ?

iv. Provides a schedule, reconciled to the wo%1 unding” rows 47 - 50 in the
Financial Templates, which details, for € ent of AFC funding, amounts
of equity and debt provided and r t profiles where relevant. This
schedule should be supported b nt narrative for the Department to
understand the Bidders’ plans§ tionale;

v. Provides details of the previderS of the Performance Bond, Season Ticket

Bond, PCS Bond ecurity including term sheets from the bond

provider(s) in ord demonstrate that the requirements of the Franchise

Agreement and ing Deed have been or will be met;

vi. Includes ent from the relevant bond provider confirming the amount of
ccepting the form of the Performance Bond as set out in the

greement (as an Annex if appropriate);

ranchise Agreement (as an Annex if appropriate);

viii.Includes a statement from the relevant bond provider(s), confirming the amount
of the bond being provided under the Funding Deed, accepting the form of the
PCS Bond as set out in the Funding Deed (as an Annex if appropriate) and
addressing all other matters associated with the Department updating its tests
of financial and economic standing as set out in section 6.10;

ix. Includes a statement from the Guarantor(s) confirming the amount of AFC and
PCS it is guaranteeing and accepting the form of the Funding Deed and its
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Xi.

Xii.

Xiii.

Xiv.

XV.

S8

terms, and that they will be prepared to enter into the Funding Deed in that
form on the date of execution of the Franchise Agreement;

Demonstrates how ongoing working capital requirements, as forecast in the
Financial Model, will be funded;

Includes for each Initiative which has a funding source outside of working

capital (or groups of commitments if appropriate), a funding plan with full d
of its linkage with the Financial Model, details of each source of fundir%
ht

source of third party funding must be separately identified), includingssi d
obligations of each type of funding and details of agree %h the
underwriting organisation(s) (including any Affiliate(s)) provid;?gﬁkding. For
each source, a letter of support and term sheet must befprovided from the
underwriting financial institution, Affiliate and/or orgamisatiog setting out the
terms and conditions (including all condition pr@‘, fees, repayment
profile, basis of interest rate calculation) of the e

If relevant, includes an explanation of% under which the Bidder
om

proposes to procure additional rolling the ROSCOs or extend
existing leases; é

Sets out the detailed basis f%counting treatment of leasing and
associated charges for all r% stock (explaining in particular whether
charges for the use of rol sto€k are treated as operating, finance leases or
otherwise and why) %ailed tax treatment of these charges (explaining
in particular the apphieatior?if relevant of the long funding lease rules contained
in Chapters 6 an of Part 2 of the Capital Allowances Act 2001);

Providesdgtalls’and assumptions for interest earned on cash deposits;

IncludeS\d statement of funding available to the Franchisee from the Start Date
ny assumptions around cash held by First/Keolis TransPennine

g'relating to season ticket or advance ticket purchases at the Start Date;

Includes a letter from its financial adviser(s) (as an Annex if appropriate):

e Confirming that the funding plans for all aspects of the Bid have been
developed to a stage that will allow funding to be made available to the
Franchisee on execution of the Franchise Agreement;

e Confirming that financial adviser support of the funding proposition has
been provided in the knowledge of the terms and conditions set out in the
term sheets of the finance providers;
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e Confirming that the funding plans, including term sheets and financing
assumptions, are accurately reflected in the Financial Model;

e Confirming that the Financial Model has been prepared following the
accounting standards adopted (UK GAAP or IFRS);

e Confirming that risks to the Bidder’s ability to meet its funding commitments
have been identified and mitigated;

e Confirming that relief or sale of losses is clearly stated within the %;
idgler’s

Model and confirming that such relief will be supported by
owning group, as per subsection 6.3.3.1; (}

e Confirming that they have given consideration to the 'deductibility of any
interest expense in light of thin capitalisation rules, per subsection
6.3.3.1;

e Setting out the calculated ratios in respect o arantor(s) as setout in
subsection 6.10 (Updating of PQQ financ d economic standing tests
and submission of updated bond prow er(s)), together with details of
the data used and its source, a
and confirming, to the best
calculated in accordance Wi
documents; and

ils of the calculations undertaken
wledge, that the ratios have been
the parameters defined in the PQQ

e Confirms the int and contractual terms of any inter-company or
third party de in@, subordinated loans or other funding arrangements
between, or between, the Franchisee and any Affiliate (as defined in
the Fran%greement) or third party.

6.9.2 Fundi 2
6.9.2.1 Bid ed to be supported by two sources of funding which will be

aCtualised in the Funding Deed:
& Agreed Funding Commitment; and
$ ii. Parent Company Support.
Agreed Funding Commitment

6.9.2.2 This is the amount and timing of funding incorporated in a Bid Financial Model to
support the working capital and investment requirements of the Franchisee. It
includes funding provided by group companies and third parties and may include
debt, equity or a combination of both. Such funding must be incorporated in the
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Bidder’s Financial Model to enable the Bidder to demonstrate that its Bid complies
with the Financial Ratio (1.070:1) tests in subsection 6.3.3.1.

6.9.2.3 Bidders should note that the Funding Deed requires that the Guarantor will procure
the provision of any third party funding included within the Funding Plan. For the
avoidance of doubt if the third party funding is not guaranteed at bid submission,
this will be taken into account by the Department as described in subsection 76

Parent Company Support

6.9.2.4 Bids for the TransPennine Express Franchise must be supported b@ of

parent company support ("Parent Company Support"). Such su come
from the Guarantor (as defined in the Pre-Qualification docu:sntatio

6.9.2.5 Parent Company Support consists of Required PCS dditional Parent
Company Support as explained below. The amount t Company Support
is defined in the Funding Deed as ‘PCS Facility’.

6.9.2.6 The Guarantor(s) of the successful Bidder as faroVider(s) of Parent Company
Support will be required to enter into the Fundifg D with the Secretary of State.
The Funding Deed will set out the Gu )" obligation to make the Parent
Company Support available. The Gu ofg) entering into the Funding Deed with
the Secretary of State will be subje&t tothe updated tests of financial and economic
standing described in subsection 6.1 pdating of PQQ financial and economic
standing tests and submigssion'ef updated bond provider letter(s)).

Required Parent Co Slpport

6.9.2.7 The amount of mpany Support which the Department requires Bidders
unding Deed will be calculable by Bidders by reference to
el (“Required Parent Company Support”’). The method of

t out in the Financial Templates and is as follows:

calcu
9

red PCS =£40m+12%x > (BFP,— FP,)

\ Where:

BFPy equals the Department’s Baseline Franchise Payments?> provided to
the Bidders, stated in the Financial Templates sheet ‘Funding’ row 20
for each year “y” of the Core Franchise Term and the Extension Period.

15 please note that the Base Line Franchise Payments for the Parent Company Support calculation will be provided to Bidders after the
ITT has been issued.
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6.9.2.8

6.9.2.9

FPy equals the Franchise Payments as calculated by the Bidder’s Financial
Model and output in the Financial Templates sheet ‘Funding’ row 21 for
each year “y” of the Core Franchise Term and the Extension Period,
and which are expressed in nominal terms. For the avoidance of doubt,
these Franchise Payments are without any regard for payments by way

of profit share payments due to the Department pursuant to paragraph
3 of Schedule 8.1 of the Franchise Agreement. 6

Where (BFPy — FPy) for any given year “y” is negative, (BFPy — FP ChWe
deemed to be equal to zero for that given year “y”. For the avoida % doUbt,

the minimum Required Parent Company Support amount is £ 00.
ati

Franchise Payments can be expressed as positive or heg . Negative
Franchise Payments are payments from the Franchisee he Department.

Positive Franchise Payments are payments fr epartment to the
Franchisee. v

Additional Parent Company Support

Bidders may propose Parent Compan rt in excess of Required Parent

Company Support (“Additional Par ompany Support” or “Additional PCS”)
for the purpose of providing addittenaldinancial robustness in the Bid. Additional
Parent Company Support must ber nced by the Guarantor(s) in accordance
with the terms of the Fundi ed i.e. it must be provided under terms identical
to the Required Pare mpany Support, including meeting the Bonding
Requirements.

“Actual Parent y Support” is the sum of Required Parent Company
Support a ditional Parent Company Support.

Bondii rent Company Support

6.9.2.10 BidOer be required to procure, in accordance with the Funding Deed, a
(spfrom third party financial institution(s) with a relevant credit rating in an
&5

mount equal to the Bonding Requirement for the aggregate of the Required PCS
d any Additional PCS ("Bonded PCS"). For the purpose of this subsection
6.9.2.10, "relevant credit rating" means either a credit rating of:

i. A- (or better) by Standard and Poor's Corporation or Fitch Ratings Limited in
respect of long term senior debt; or

ii. A3 (or better) by Moody's Investors Service Inc. in respect of long term senior
debt.
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6.10

6.10.1

6.10.2

6.10.3

6.10.4

Updating of PQQ financial and economic standing tests (the “Tests”) and
submission of updated bond provider letter(s)

Bidders should refer to the PQQ and PPD for information relating to how the Tests
will be updated.

As set out in the passage of Section 5.3 of the PPD entitled “Re-calculation upon
receipt of tenders”, the Department will re-calculate the results of the Tests

the Bid has been submitted, both in light of the Actual Parent Company %
(as determined by the requirements set out in subsection 6.9.2 (Fundipgy), ahdsto
take account of any audited annual accounts or credit rating updatessi uring
the letting process, or any material event disclosed or which oug@ve been
disclosed under Section E1.3 of the PQQ.

ed PCS will need to
t the Department’s
illion (referred to in the
must return with their Bid
eflects both the requirements

As explained above, the Bidder should note that the
reflect the Actual Parent Company Support. The PPD
requirements in relation to Bonded PCS in excess 0
PPD as the Additional Bonding Requirement).
an updated letter from their bond provider(s
of the PQQ and PPD and the level of Bo

Bidders should be aware that th F% eed, along with the PCS bond and
Performance Bond will be signed% e Franchise is awarded and on the same
date as the Franchise Agre@gent ®albeit that the obligation to provide Parent

Company Support (or ¢ ond(s)) arises only on the date that the winning
Bidder commences t ration of the Franchise Services.
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/. Section 7: Evaluation criteria and methodology

7.1 Introduction
711 Subject to the terms of the ITT including without limitation:
i.  The Department’s rights set out in subsections 3.5 to 3.7; %

ii. The Department’s rights to terminate or amend the terms of the proc‘rev
as set out at subsection 1.9 (Liability for costs, updates and termi ;end

iii. Subsection 3.12 (Regulation (EC) 1370/2007);
the TransPennine Express Franchise will be awarded to t dder who submits
the most economically advantageous tender (“MEAT”).

7.2 Definition of MEAT for the Competition

7.2.1 General rules

7.2.1.1 The Bidder submitting the most econ vantageous tender shall be
determined by reference to the criteria d iples set out in this Section 7.

7.2.1.2 Subject to subsection 7.1 (Intro ct e most economically advantageous
tender will be the Bid which achi the highest Final Score (which, for the

avoidance of doubt, would b&gthe est positive Final Score or where there are
no positive Final Score the negative Final Score closest to zero), as
described below, exc ete the difference between such Final Score and the
Final Score of any s) is less than 15 points. In such a case, the principles
set out in subse 2 (Supplementary rules) will apply for the purposes of

determini Rst economically advantageous tender.
7.21.3 The I@ for each Bid shall be calculated as follows:
=P

+(nxQ)

Fina

\& is a score equivalent to the Bidder's Net Present Value (“NPV”) of the
Franchise Payments for the Core Franchise Term, as calculated in sheet NPV
cell F51 in the Bidder’s Financial Model (“As Bid NPV”). P will be measured in
millions rounded to two decimal places, with the midpoint always rounded up
(for example, 225,524,999 will be rounded to 225.52, and 225,525,000 will be
rounded to 225.53). P will be a positive number in the event of an overall
premium and a negative number in the event of an overall subsidy;
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7.21.4

7.2.1.5

7.2.1.6

\ Bidder 1: P = subsidy of 450; Q = 10

Q equals the Quality Score described in subsection 7.11 (Conversion of
evaluation scores into quality scores), expressed as a score out of 13. This will
be rounded to two decimal places using the standard mathematical rules (for
example, 10.1234 will be rounded down to 10.12 and 10.3850 will be rounded
up to 10.39); and

n equals 25.

The As Bid NPV will be for the Core Franchise Term and will not inCFL@

Extension Period.

For the avoidance of doubt, no adjustment will be made to the Afm% used

in the determination of P to reflect:
i. Any payments to the Department that may be made und% profit share/cap

arrangements in the Franchise Agreement;

ii. To the extent included by Bidders in their ca of Annual Franchise

Payments, any payments to/from the Depart tthat may be made under any
of the performance or incentive regimesyinthe Franchise Agreement; or

obustness. Financial robustness
ach described in subsection 7.6

iii. The impact of risks to the Bidders fi
will be addressed through th

(Evaluation of Financial Robus§
The maximum Quality Score 1s,12.88 (this is less than 13 because the evaluation
score for certain Sub-PlI ped at 8) and therefore the maximum value of
(n*Q) is 322.00. This aximum score that a Bid can obtain in relation to
quality, whatever th V of that Bid or the winning Bid. Since the size of P is not
known until Bid eceived, it is not possible to specify in the ITT a fixed

n =225 for this example.

Bidder 2: P = subsidy of 400; Q =5

The Final Score for each Bidder will be:
Bidder 1: -450 + (25 x 10) = -200
Bidder 2: -400 + (25 x 5) = -275

The winning Bidder would be Bidder 1 as there are no positive Final Scores and Bidder
1 is the negative Final Score closest to zero.
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7.21.7

7.2.2
7.2.21

N\

7.3
7.3.1
7.3.1.1

If:

i. A Bid is found to be non-compliant in accordance with subsection 3.5 (Non-
compliant Bids); and

ii. The Department decides not to exercise its right to reject the Bid and disqualify
the Bidder who has submitted that Bid from the competition; and

iii. The effects of the non-compliance include a likely financial impact o

Department (in the Department’s reasonable view); q(
the Department may reduce the value of P used in the calculation nal
Score for that Bid to take into account its reasonable view of {h likely

financial impact of the non-compliance on the Department. !

Supplementary rules

In the event that the difference between the highest Finalg&core and the total Final
Score of any other Bid is less than 15 points, the fol ules shall apply for the
purposes of identifying the winning Bid:

e Stage 1: Any Bid with a Final Score that 1$15"0ints or more away from the
leading Final Score will be exclu frogn this part of the process. The

remaining Bids will be deemedy'S Bids”;
e Stage 2: If the difference pbetweenithe highest quality component of the Final

Score, which for the ayQi e of doubt is n*Q, and the second-highest
quality component of inal Score amongst the Stage 2 Bids:
e |s at least ts, the winning Bid will be the Stage 2 Bid that achieved

the high ity component of the Final Score; or

6 points, any Stage 2 Bid(s) with a quality component of the
al '§core of 6 or more below the highest Stage 2 Bid quality component
%‘ will be excluded. The remaining Bids will be deemed “Stage 3 Bids”.
¢ Stage 3: The winning Bid will be the Stage 3 Bid that achieved the highest
value for P (without reference to n*Q), which for the avoidance of doubt,

would be the highest positive P in the event of a premium or where there is
no positive P would be the negative P closest to zero.

Quality and deliverability evaluation
Sub-Plan weightings

The Department will evaluate the Sub-Plans against the evaluation criteria set out
in subsection 7.3.5 (Scoring methodology) and assign each Sub-Plan an
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7.3.1.2

evaluation score in accordance with subsection 7.3.5 (Scoring methodology). The
Sub-Plan evaluation scores will be converted into Sub-Plan quality scores in
accordance with subsection 7.11 (Conversion of evaluation scores into quality
scores).

The Department will use the weightings shown in column C of Table 7.2 (Sub-Plan
weightings) to determine each Bid’s overall score for quality and deliverability (the
“Quality Score”), and to determine each Bid’s overall Evaluation Score
purpose described in subsection 7.10 (Delivery Sub-Plan non-complianc

Table 7.2. Sub-Plan weightings

A
(C) Sub-Plan

(A) Delivery Plan (B) Sub-Plan weighting

Delivery Plan 0: Bid Summary
DP1.1: Leadership and management 5.25%
DP1.2: Mobilisation 0.75%
Delivery Plan 1:
Franchise DP1.3: Stakeholder partnering 3.75%
management
DP1.4: Sustainability and i nt 3.00%
DP1.5: Innovation 2.25%
DP2.1: Train service 21.00%
Delivery Plan 2: DP2.2: ck 18.00%
Train services
and performance : fofmance 8.00%
upporting infrastructure change 8.00%
: Marketing and branding 5.00%
: Fares, ticketing and revenue protection 6.00%
Customer experience 13.00%
Stations 6.00%

Specialist reports

The Department may commission specialist reports from within the Department
and, if appropriate, from its technical, legal and financial advisors. In addition it
may commission external specialist reports from Consultees on Sub-Plans or
other aspects of Bidder submissions.
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7.3.2.2 In each case, the relevant organisation will be asked to look at the appropriate
Sub-Plan, supporting technical data and/or Modelling Suite where appropriate and
comment on their strengths and weaknesses in the context of the requirements of
the ITT. These reports will be shared with evaluators before they have completed
their evaluation of the relevant Sub-Plan. If any one or more of the specialist
reports are not ready in time for the evaluation, the Department reserves the right
to proceed with the evaluation without taking them into account.

7.3.2.3 Where Sub-Plans are being supplied to the providers of specialist reports,W|
be circulated as the entire Sub-Plan. However, where Bidders’ respa te"the
Department’s requirements are included in other Sub-Plans, thraugh the”use of
cross-referencing (as described in subsection 4.6 (Cross Rgferengifig)), these
relevant Sub-Plans may also be provided to the relevant%sation to enable

their report to be completed. Q~
7.3.3 External evaluator organisations E ?\

7.3.3.1 The Department reserves the right to sele Plan evaluators from within the
Department and externally. External eva ay include, without limitation, the
Department’s technical, financial an visors, and Rail North.

7.3.4 Evidence ;

7.3.4.1 In evaluating Sub-Plans, thezDepaftiment may take into account any relevant
information submitted wi id including, without limitation, the Operational
Models, the Record sumptions, and technical data such as the working
timetable.

7.3.4.2 The Depart %uation will take into account the credibility of the Initiatives
in the Su a whole. This may include, without limitation:

LT @ ity"of research and analysis supporting the Initiatives;

ommitment (and, if relevant, any qualifications on that commitment),

&2’ews or comments of any third party that the Bidder is relying on in delivering
\ the Initiatives;
@ ii. Evidence and relevant examples of Initiatives within the Sub-Plans being
i

successfully introduced elsewhere;

v. Any cross references to other Sub-Plans made in accordance with subsection
4.6 (Cross Referencing);

v. The outcomes that the Bidder will deliver, which could include without limitation
additional benefits for passengers, reduction in whole-industry costs, or an
increase in the long-term value of the Franchise to the Department;
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7.3.5
7.3.5.1

vi. The robustness and resilience of its plans for delivery, including an assessment
of the risk to its ability to deliver in Challenging Circumstances;

vii. The quality or appropriateness of any Initiative or the proposed outcomes;
viii. The description of the resources to be employed and delivery timescales;

ix. The extent of the availability of funding or financing assessed in accordance
with subsection 7.9 (Impact of review of financing and funding proposals)

X. The extent to which the Bidder is willing to enter into an absolute obligation {0
deliver the Initiatives in accordance with  subsecti 3.3
(Contractualisation);

xi. The extent and nature of any relevant Franchise Agreeme& obligation; and

xii. The timing of Initiatives and the period over which enefits they generate
are realised.

Scoring methodology QE
Delivery Plans will be assessed at a Sub:PlafmleVet'in accordance with subsection
7.3.4 (Evidence), and awarded an evalua score by taking into account:

i. The extent to which the Initiative§” are relevant, appropriate and sufficient
means of meeting, or where appr@priate exceeding, the requirements defined

in part (A) of the relev -Plan; and
ii. The credibility eNplan to deliver the Initiatives, including the
appropriatenes e resources to be employed and the delivery timescales.

Where the RV ‘ amism has been used in line with the provisions of subsections
esidual Value Mechanism), evaluation scores will take into
accouptthe Iqitiatives which the assets or Schemes support and not the value of
the % Scheme to a Successor Operator.

voidance of any doubt, the Department’s assessment of the Initiatives
e credibility of the plans for their delivery may be affected by the extent to

7.3.5.2
,<$
ich Bidders support their responses with relevant and credible evidence as

required by part (B) of the relevant Sub-Plan.

5.3 Evaluation scores will be awarded, in the judgement of the evaluators, by

reference to the marking framework in Table 7.3 (TransPennine Express marking
framework and guidance) below and should be read in conjunction with the
explanatory text which follows.
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Table 7.3. TransPennine Express marking framework and guidance

Score Evaluation

0 No response or fundamentally unacceptable response.

2 Unacceptable response with material concerns overall about whether the
requirements of the specification will be met.

4 Mostly acceptable response with minor concerns overall about wheghe b
requirements of the specification will be met.

6 Acceptable response that provides good confidence ayergll at the
requirements of the specification will be met.

8 Particularly robust response that provides excellg $nce overall that
the requirements of the specification will be me @ 00od confidence overall
that the requirements of the specification will be 8Xceeded

10 Outstanding response that provides excellefit confidence overall that the
requirements of the specification wil met, and good confidence overall
that the requirements of the specificatio be greatly exceeded.

7.3.5.4 An evaluation score of 8 will be awa
criteria for the award of an evalua§

i. The Sub-Plan is supporte® by particularly robust evidence which is in line with
the evidential requir part (B) of the relevant Sub-Plan and which
provides excellen ence overall that the requirements of the specification
will be met; or

bject to subsection 5.1.6) where the
ore of 6 are met, and, in addition:

poses additional Initiatives (aligned with the relevant
the Sub-Plan) which are supported by implementation plans,
wheéreotl the Initiatives and the supporting implementation plans provide
fidence overall that the Initiatives will generate improved outcomes
%h could without limitation include additional benefits for passengers,
& uction in whole-industry costs, or an increase in the long-term value of the
\ Franchise to the Department) so that the requirements of the specification will
be exceeded.

"&5.5 An evaluation score of 10 will be awarded (subject to subsection 5.1.6) where:

i. The Sub-Plan is supported by particularly robust evidence which is in line with
the evidential requirements in part (B) of the relevant Sub-Plan and which
provides excellent confidence overall that the requirements of the specification
will be met; and
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ii. The Sub-Plan proposes additional Initiatives (aligned with the relevant
requirements for the Sub-Plan) which are supported by implementation plans,
where both the Initiatives and the supporting implementation plans provide
good confidence overall that the Initiatives will generate greatly improved
outcomes (which could without limitation include significant additional benefits
to passengers, reductions in whole-industry costs or greatly increase the long-
term value of the Franchise to the Department), so that the requirements of t

specification will be greatly exceeded. (L

Scoring in the round

7.3.5.6 The Department will evaluate each of the Sub-Plans in the round. So, fofexample,
although there will be a single overall score for each Su n, each Sub-Plan
involves a number of elements and the evaluation sc r each Sub-Plan will
reflect the overall score for those elements taken to@ﬁ each case in the

judgement of the evaluators.
7.3.5.7 Table 7.3 (TransPennine Express marking €tam k and guidance) sets out
guidelines on the basis of which the evaluyato determine whether a particular
rsé »

Sub-Plan merits a score of 0, 2, 4, 6,8 0

7.3.5.8 Where the evaluators conclude t t§re are elements of a Sub-Plan that meet
the conditions for a particular scor% ribed in Table 7.3 (TransPennine Express
marking framework and guidange) above, but that there are also other elements
of the same Sub-Plan t eet the conditions for a lower or higher score, the
overall score for that an would reflect that assessment.

7.3.5.9 For example, the evaluators have minor concerns in relation to certain
aspects of b-Rlan so that those aspects of the Sub-Plan, if scored in isolation,

ed as 4, but at the same time the evaluators conclude that other
same Sub-Plan exceed the Department’s requirements and

b the areas of concerns and the areas where requirements have been

ceeded so as to arrive at an overall score for that Sub-Plan. In those

\circumstances, this might mean that the overall score for that Sub-Plan could be

higher than it would have been had the evaluators only taken into account the

minor concerns raised by certain aspects of the Sub-Plan in isolation (that is to

say, without also taking into account aspects of the same Sub-Plan where the

Department’s requirements have been exceeded). It follows that, on the same

basis, the overall score of a Sub-Plan might be lower than it would have been had

the evaluators only taken into account the aspects of the Sub-Plan where the
Department’s requirements have been exceeded.
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7.3.5.10 Accordingly, the award of a particular score to a Sub-Plan may reflect the fact that:

i. All elements in that Sub-Plan, each individually, would merit the same score so
that when taken together, that Sub-Plan as a whole merits that score; or

ii. Certain elements in that Sub-Plan would merit individually a higher and/or a
lower score than the score which the Sub-Plan, taking all its elements together,

merits as a whole. @
Intermediate scores (L
7.3.5.11 In addition to the scores set out in Table 7.3 (TransPennine Ex r@a Ing
framework and guidance) and in accordance with the subsection e (“Scoring
in the round”), an intermediate score of 1, 3, 5, 7 or 9 (the{“full intermediate
scores”) may be awarded where the Sub-Plan exceed uidance for the
award of a particular score set out in Table 7.3 (Tra '@m xpress marking
framework and guidance) but at the same time failsgQ meet fully the guidelines for
the award of the next higher score set out in TransPennine Express
marking framework and guidance). For exam the Sub-Plan exceeds the
guidance for a score of 6 but falls shorts_of fully the guidance for a score
of 8, a score of 7 might be awarded.

7.3.5.12 In addition to the possibility of a one of the scores set out in Table 7.3
(TransPennine Express marking frapmework and guidance) or one of the full
intermediate scores, the luagors may also award half scores (e.g. 6.5, 7.5 etc.
but not any other intermegiate scores such as 6.4 or 7.6) where they consider this
necessary and appro in order to reflect the extent to which the Sub-Plan
exceeds or fall or a particular score. For example, where the Sub-Plan
exceeds su y the guidance for the score of 6 but still falls short of meeting
fully the g r a score of 8, a score of 7.5 would be awarded. Equally, where

the S xceeds only to a limited extent guidance for a score of 6, a score of
6.5 awarded.

7.3.6&0 ss for moderation of, and reaching consensus on, Sub-Plan evaluation
scores

The Department will carry out a process for the purposes of moderating and
reaching consensus on evaluation scores.

7.3.6.2 Each evaluator will undertake an evaluation of the relevant Sub-Plans, and
allocate evaluation scores by reference to the scoring methodology described in
subsection 7.3.5 (Scoring methodology). These individual scores and a narrative
explaining each one of these scores will be entered into AWARD.
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7.3.6.3 These evaluators will then agree a consensus evaluation score for each of the
Sub-Plans they have scored which will then be moderated.

7.3.6.4 Where consensus is not possible, the evaluation score to be awarded to a Sub-
Plan will be the score which in the reasonable view of the TransPennine Express
project director or their nominee is appropriate by reference to the scoring
methodology described in subsection 7.3.5 (Scoring methodology). @

7.3.6.5 The TransPennine Express project director will appoint a facilitator and
keeper to manage this process.

7.3.6.6 The outcomes of this process, and the rationale for the evaluatior‘mgmll be

recorded and uploaded onto AWARD.
7.4 Evaluation impact of inconsistent Initiatives 4
7.4.1 Where the Department considers that a Bidder propos%s same Sub-Plan or
in different Sub-Plans Initiatives which may be incofsi with each other in that

another Initiative so that if the inconsist confirmed it would not be

possible for the Bidder to deliver both of iatives which conflict (together the

“Inconsistent Initiatives” and each % sistent Initiative”) during the life of
imthe

the proposed delivery of one Initiative may % th the proposed delivery of
we

the Franchise in the manner set o nconsistent Initiatives the Department
may (but is not obliged to) seek additional information or clarification from the
relevant Bidder in accordance™with subsection 4.13.2 (Engagement with Bidders

and evaluation clarificati cess).
7.4.2 Where the inconsi two Initiatives each of which is set out in a different

Sub-Plan is conw e Department will:
i. Treat % istent Initiative which is set out in the Sub-Plan with the highest
IONN a

we

ccordance with Table 7.2 as having been submitted;

Inconsistent Initiative which is set out in the Sub-Plan with the lowest
ting in accordance with Table 7.2 as not having been submitted; and

ii. Decide which Inconsistent Initiative it will treat as having been submitted and
\ which inconsistent Initiative it will treat as not having been submitted where
both inconsistent Initiatives are set out in Sub-Plans which carry the same
weighting by reference to which Inconsistent Initiative in the Department’s
reasonable view will be more beneficial to the delivery of efficient Franchise
Services.

7.4.3 Where the inconsistency of two Initiatives both of which are set out in the same
Sub-Plan is confirmed the Department will decide which Inconsistent Initiative it
will treat as having been submitted and which inconsistent Initiative it will treat as
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7.4.4

7.4.5

7.4.6

7.4.7

not having been submitted by reference to which Inconsistent Initiative in the
Department’s reasonable view will be more beneficial to the delivery of efficient
Franchise Services.

Where the Department treats an Inconsistent Initiative as not having been
submitted it will revise any previous evaluation so as to:

i. Take into account the effect of the non-submission of that Initiative ig™a
relevant elements of the evaluation (including, without limitation @
allocation of evaluation scores and in the Financial Robustness Test); an

Final

ii. Where appropriate, adjust the value of P used in the calculati

Score in accordance with subsection 7.2 (Definition of M for the
Competition) as necessary to take into account its reas e view of the most
likely financial impact of the non-submission at Titiative on the
Department;

except that the scoring of the Bid (including both® a s defined in subsection
7.2) may not be improved as a result of the prégess et out in this subsection 7.4.4.
Where the Department treats an Incemsi t Initiative as not having been
submitted in line with subsections 7. 0%, 4.4 it may also at its own discretion
require the Bidder to submit a reviged¢hitiative which is consistent with all other
Initiatives in all other Sub-Plans that Bidder has submitted.

Where the Department

revised Initiative will

for the purposes of
as if the Bidder

the option described in subsection 7.4.5 the
n into account in the evaluation in any way so that
ation the Department will continue to evaluate the Bid

t Submitted the Inconsistent Initiative in line with subsection

nsistent with another Initiative in the same or any other Sub-Plan the
will treat the Bid as non-compliant in line with subsection 3.5 (Non-

7.4.4.
If the Bi fuses to submit a revised Initiative or if it submits a revised Initiative
whi

e 1

&" liant Bids) and the Department will at its own discretion take any action it

Q

7.5
7.5.1

siders necessary and appropriate in the circumstances, including eliminating
the Bidder from the bidding process.

Modelling Change tests

As described in subsection 6.7.2 (Modelling Change), Bidders must submit the
items in the column headed ‘ltem’ in Table 6.3 (Modelling Change submission
requirements) in accordance with the requirements in the column headed
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7.5.2

7.6
7.6.1

7.6.2

‘Requirements’ in Table 6.3 (Modelling Change submission requirements) in order
to be compliant with this ITT.

For the avoidance of doubt:

. Assessment of items 3 and 4 in Table 6.3 (Modelling Cha

Assessment of item 2 in Table 6.3 (Modelling Change submission
requirements), relating to the suitability of a Bidder’s Record of Assumptions
and Operating Manual, will not be limited to consideration of the suitabili
these documents when applied to Worked Examples but, rather, will %
the suitability of these documents across the entirety of the Bid; a ' V4
rQission
requirements), relating to the suitability of the Models, will not imited to
consideration of the suitability of the Financial and Opa%ll odels when

applied to Worked Examples but, rather, will congi theSsuitability of the
Models across the entirety of the Bid.

Evaluation of Financial Robustness 0 E

The Department will undertake a i | robustness test (“Financial
Robustness Test”) in accordance wi?s~ bsection 7.6 (Evaluation of Financial
cep

Robustness) on each Bidder's Mo

ept as defined at the end of this section.

S,
The purpose of this process,is to%b e the Department to assess whether the
Bid has acceptable finangial and it will have no other impact on the award
decision. A Bid that th artment deems following and as a result of the
completion of the tes ve unacceptable financial risk will be deemed to be

elimination)

non-compliant a@ atically eliminated pursuant to subsection 3.6 (Automatic

In order.to

it to undertake the Financial Robustness Test, the Department
4% e ‘a risk adjustment process which will include an assessment of the

of the revenues and costs set out in Bids. The process for the
rmination of risk adjustments and the calculation of the impact of these

d
&justments is described in Appendix 3 (Risk Adjustment Process).
.\The Department requires that Bids remain financially robust after any risk
adjustments. Further to evaluation of the Bids and the development of risk
adjustments, the Department will produce a “Risk Adjusted Financial Model” for
Bidders whose Bids have been risk adjusted, based on its reasonable view of the
most credible outcome. The Department will not risk adjust Bids if it concludes that
the evidence that is presented in the Bid is sufficiently credible to convince it that
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7.6.4

7.6.5

7.6.6

7.6.7

7.7
7.7.1

there is not a material risk of a materially different financial outcome, taking into
account all of the information available to it.

If a Bidder is projected in its Risk Adjusted Financial Model to breach the Financial
Ratios (1.050:1) at any point during the Core Franchise Term, the Bid will be
deemed to have an unacceptable financial risk, except as described below.

Company Support (the sum of the Required and Additional PCS) committg
Bid which the Bidder would be able to draw on in order to avoid brea

Financial Ratios (1.050:1) (capital requirements are discusse ection

In making this assessment, the Department will take into account the total P
in'the

6.9.2.4 (Funding)). However, there will be no opportunity for the Bidder4o amend
its Bid, including by making available additional finance.

anciai risk if the total
d Additional PCS
be required during the
inancial Ratios (1.050:1) is
Threshold will be £20 million

A Bid will nonetheless be deemed to have acceptabl
amount of additional PCS, over and above the Req
committed in the Bid, that the Department estimate
Core Franchise Term in order to avoid breaching
less than a “Materiality Threshold”. The [
(nominal).

The Department reserves the g %ndertake aspects of the Financial
Robustness Test only on one or n% ading Bid(s), as described in Appendix 3
(Risk Adjustment Process). Mis is Because the undertaking of those aspects of
the Financial Robustne | have no impact on the ranking of Bids.

Evaluation impact o actual treatment of Bidders’ Initiatives

The following ly“in relation to the contracting of Initiatives included in a

Bidder's S ans:
i. As t in subsection 4.13 (Process following Bid submission), the
@ent may require any Initiative to be included as a Committed
igation in the Franchise Agreement. The Department may exercise this right

relation to some or all of the Initiatives included in a Bid;

impact on the Department’s evaluation of the credibility of the plan to deliver
the Initiative, and the Financial Robustness Test;

§ Where a Bidder has stated that an Initiative is a Contingent Initiative it may
ii.

The Department will provide some or all of the Bidders with its contractual
drafting of the Committed Obligations the Department requires in relation to
some or all of the Initiatives contained in the relevant Bidder's Bid. The
Department will provide Bidders with an opportunity to comment on whether
this drafting accurately reflects the Initiatives contained in their Bid. Bidders will
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7.7.2

7.8
7.8.1

\}

have five working days (or such longer period as the Department may specify)
to respond. Bidders’ comments must be restricted to confirming that the
drafting reflects the Initiatives within their Bid, or indicating where the drafting
does not reflect the Initiatives contained within their Bid, giving the reasons
why. Bidders must not submit alternative drafting of Committed Obligations,
unless requested to do so by the Department. If, by a date specified by the
Department, the Bidder is not prepared to enter into the contractual t

prepared by the Department (if appropriate, as clarified with the Bidder), jin
sole discretion the Department may revise: Q

e The evaluation score attributed to the relevant Sub-Plan; %
e Any other element of the evaluation (including without limitation the
Financial Robustness Test);
such that such evaluation score or element dogs &také the relevant
Initiative into account, provided that no revi io% made pursuant to
this subsection 7.7:

e To any evaluation score, where on would result in an increase
in such evaluation score; and

e To the Financial Robustne t, where such revision would result in the
Bid being deemed to have Igw/financial risk.

For the avoidance of mithis contractualisation process may result in a
reduction in a Bidd aluation score and quality score and therefore the
Bidder’s Final Scor may therefore affect the ranking of Bidders and ultimately

the selection of %mg Bidder.
Zt

Inter@n ween evaluation scores and the Financial Robustness Tests

The ent of financial robustness described in subsection 7.6 (Evaluation
ofEinarcial Robustness) will be informed by the review of Bidders’ Sub-Plans, and

ny ‘other information available to the Department, in accordance with the
guidance provided in Appendix 3 (Risk Adjustment Process).

There is no automatic link between the scoring of Sub-Plans and the financial risk
adjustments. However, if further to the review of the Sub-Plans, the Department
has concerns about the quality or deliverability of an aspect of one or more of that
Bidder’s Initiatives, and believes that as a result there is a material risk of a
materially different financial outcome from the Bidder’s financial projections, the
Department may both:
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i. Take into account any risk to the delivery of the Bidder’s Initiatives in the
scoring of the Sub-Plans as described in subsection 7.3 (Quality and
deliverability evaluation); and

ii. Make a financial risk adjustment as described in subsection 7.6 (Evaluation of
Financial Robustness) to reflect any risk to the achievement of the Bidder’s

financial projections.

7.9 Impact of review of financing and funding proposals %

7.9.1  Bidders’ financing and funding proposals, as described in their Financgu re
and Funding plan (described at subsection 6.9 (Financial Struct nding
Plan)), and their financial implications as reflected in the Bidderg’ Modglifig Suites,
will be reviewed in order to assess their robustness, dehve@&and credibility.

7.9.2 Where the available evidence fails to provide the '- ent with adequate
confidence that the funding or financing will be avai

i. In sufficient quantum (for example, letters ofs t and term sheets from third

party financiers do not provide reasona onf ence that the funding will be

made available to the Franchise extent reasonably required to

substantially deliver an Inltlatlv are inconsistent with the values
contained in the Bidder’s Mod% ite or other Bid documentation); o

ii. At the right time (for ex ers of support and term sheets from third

party financiers do n reasonable confidence that the funding will be
made available t chisee at the time proposed by the Bidder in its
Modelling Suit r Bid documentation to enable the Initiative to be
delivered on a ertain date and in the manner described);

ludes any such Initiative, to reflect the risk to delivery of that Initiative;

the Depar
@ pto account in determining the evaluation score for any Sub-Plan

n

i ake a financial risk adjustment (in accordance with Appendix 3 (Risk
\ Adjustment Criteria and Process)) to reflect any resulting risk to the financial
robustness of the Bid.

7.10  Delivery Sub-Plan non-compliance

7.10.1 A Bid will be treated as non-compliant, if it receives an evaluation score of less
than 4 in respect of any of the following Sub-Plans:

° 1.2 Mobilisation
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7.10.2

7.11
7111

J 2.1 Train service;

J 2.2 Rolling stock; and
o 2.3 Performance.
together the “Key Sub-Plans”.

In addition, the Department will calculate an overall “Evaluation Score” for h
Bid, which will be the aggregate of the evaluation scores for each S
weighted in accordance with Table 7.2 (Sub-Plan weightings), being the
of column (A) and column (C). A Bid will be treated as non-compliap %
an overall Evaluation Score of less than 4. For the avoidance of d¢ e overall
Evaluation Score will be used only for the purpose descrlbe in thi
7.10 (Delivery Sub-Plan non-compliance), and it will no |n the calculation
of the overall Quality Score, which will be deter accordance with
subsection 7.11 (Conversion of evaluation scores | ity scores).

Conversion of evaluation scores into qua%

The Department will convert Sub-Plan ev scores into Sub-Plan quality
scores on the basis of Table 7.4 (Conversion”of evaluation scores into quality
scores).

Table 7.4. Conversion of evaluation scores fato’quality scores

Evaluation score Quality score
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Evaluation score Quality score

8.5 10
9 11
9.5 12
10 13 (L@
7.11.2  The allocation of a quality score of 0 to a Sub-Plan will not prejudic that
the Department has under subsection 7.10 (Delivery Sub-Plan non*c lance) to

deem the Bid non-compliant. !‘
7.11.3  The overall Quality Score will be the aggregate of the q scoves for each Sub-

Plan, weighted in accordance with column (C) of Table%-Plan weightings).
This Quality Score is component Q in the form% out at subsection 7.2

(Definition of MEAT for the Competition).
7.12  Process for dealing with conflicts between,| ng TPE and Northern bids
illel

7.12.1.1 The Department acknowledges that procurement of the Northern and
TPE Franchises raises the poteS r operational and commercial conflicts
co

between the leading Bids on each etition.

7.12.1.2 The Department has so dress these potential conflicts in the key areas
of train service and rqlling, stack through the requirements set out in subsections
5.4.1(E) and 5.4.2( tively.

7.12.1.3 Subsections 7.1 7.12.1.16 set out the process that shall apply if minor or
major con reyidentified between Northern and TPE leading Bids.

Identification g Bidder(s)

7.12.1.4 On ion of TPE Bids the evaluation process set out in Section 7 of this ITT

e Undertaken.

7.1 & leading Bidder fails the Financial Robustness Test after Final Risk Adjustments
have been made following the process set out in Appendix 3 (Risk Adjustment
Process), it shall no longer be treated as a leading Bidder and the process for
dealing with conflicts between Northern and TPE leading Bids set out in subsection
7.12.1.6 to 7.12.1.11 shall not apply to that Bid.

Impact and materiality of conflict checks between TPE and Northern leading Bid(s)
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7.12.1.6 Once the leading Bidders have been identified for the Northern and TPE franchise
competitions then the Department will review the leading Bids to identify potential
conflicts in the content and approaches to those Bids.

7.12.1.7 In the event that no conflicts or only minor conflicts exist between the TPE leading
Bid(s) and the Northern leading Bid, the TPE leading Bid(s) will proceed through
the evaluation process including final contractualisation and Model Audit so 0
confirm the winner of the TPE competition and proceed to contract award. a%

7.12.1.8 For the avoidance of doubt, the reference to final contractualisation in
is a reference to the process whereby the contractualisation that Jag
been carried out is confirmed or is subject to minor amendmen
adjustments that have been made to avoid minor conflicts between

and TPE Franchise Agreements.
7.12.1.9 Minor conflicts are defined as those conflicts which: Q~

i. Can be resolved via:

eflect the
e Northern

e The contactualisation process in eit
as described in subsection 4.13.

E Northern or both competitions
actualisation); and/or

e Following contract award usi al industry timetabling and service

planning processes; ;
subject to the Department belfg satiStied that this is in line with EU law
requirements; and

ii. Collectively do got sitate changes to the Northern or TPE leading Bids
which would r thedranking of Bidders in either or both competitions.
s ae id

7.12.1.101f major co entified (i.e. conflicts which cannot be resolved by means

of the prQ escribed above in line with EU law requirements or which would

lea king of changes which, whether individually or collectively, would

lead 4@ ali€ring the ranking of Bidders in the TPE competition), in addition to its

rights under subsection 1.9 (Liability for costs, updates and termination), the
&partment reserves the right to suspend, revise and recommence the TPE
@\competition in accordance with the process set out in subsections 7.12.1.12 to

7.12.1.16 (Revised Bidding Instructions for TPE) whilst proceeding to award on
the Northern competition.

7.12.1.11The Department may provide relevant details of the TPE leading Bidder’s plans
(e.g. train service proposals, rolling stock commitments and depot arrangements)
to the Northern leading Bidder to the extent necessary to resolve conflicts arising
between the TPE and Northern leading Bids and the TPE leading Bidder will be
bound by this.
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Revised Bidding Instructions for TPE

7.12.1.121f the Department decides to suspend, revise and recommence the TPE
competition, a revised bid will be sought from one or more TPE Bidders after the
Northern franchise has been awarded.

7.12.1.13The Department will provide the TPE Bidders who are requested to submit a
revised bid with revised ITT instructions at that time, which may limit the sco
the revised bid to such aspects of the Bid as are affected by any revi

requirements.

7.12.1.14The Department may also provide relevant details of the Northern %dder’s
plans (e.g. train service proposals, rolling stock commi eftgsbd depot
arrangements) to such TPE Bidders to the extent neces&[o enable those
Bidders to comply with the revised ITT instructions a bjectto obtaining the
consent of the Northern leading Bidder.

7.12.1.15Revised bids will be evaluated in accordance with thesevised ITT instructions.
7.12.1.16For the avoidance of doubt Bidders will not ermiitted to make changes in their
revised bid except where required in se to the Department’s revised

instructions. ?\
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A1. Appendix 1. Glossary of Terms

Actual Parent Company has the meaning given to it in subsection 6.9.2.9;
Support

Additional Parent has the meaning given to it in subsection 6.9.2.8;

Company Support or

Additional PCS

Agreed Form means documents in the agreed terms, referred to infclause™# (f) of

Documents the Franchise Agreement;

Agreed Funding has the meaning given to it in the Funding Deeg;

Commitment

Associated Entity has the meaning given to it in subsection%nmunications);

As Bid Franchise in respect of any Franchisee Year th f Franchise Payments

Payments (excluding any amounts exclude@, inY@ccordance with subsection
7.2.1.5) for that Franchisee Year as n in the Bidder’s Financial
Model,

As Bid NPV the NPV of the Bid as su nd adjusted accordingly for Errors
as per section 6.2.1.;

ATOC Association of Trai ating Companies;

AWARD has the meaning givendo it in subsection 3.8 (Data Site and AWARD);

BCQ has the [ iven to it in subsection 3.9 (Bidder clarification
question

Bid at itted by a Bidder in response to this ITT;

Bidder e Meaning given to it in subsection 1.1 (Introduction);

Bonded PCS has the meaning given to it in subsection 6.9.2.10;

Bonding Require where the Guarantor(s) of an amount of PCS pass the economic and
6 financial standing tests referred to in subsection 6.10, this is 50% of

the relevant PCS amount. Where the Guarantor(s) of an amount of
PCS do not pass the economic and financial standing tests referred to
in subsection 6.10, this is 100% of the relevant PCS amount;

B British Transport Police;
Calculation Review the review conducted in accordance with subsection 6.8.4 (Calculation
Review);
PEX capital expenditure;
CaSL Cancellations and Significant Lateness;
Challenging circumstances such as extreme weather, industrial action or line
Circumstances closures;

CMA means the Competition and Markets Authority;

177



Conditions Precedent means the version of the TransPennine Express Conditions Precedent
Agreement Agreement which the Department supplies to Bidders as the “Final Bid
Version” for the purposes of this ITT,;

Consultee has the meaning given to it in subsection 3.4 (Industry consultation
and disclosure of information in Bids);

Contingent Initiative has the meaning given to it in subsection 4.13.3 (Contractualisatio%
[

Core Franchise Term the core term of the Franchise Agreement (excluding any extensio
that may be called under Schedule 18 of the Franchise A@

CP4 Network Rail's Control Period 4;

CP5 Network Rail's Control Period 5; (L

DAA means Depot Access Agreement;

Data Site has the meaning given to it in subsection ata Site and AWARD);
Delivery Partner means the party appointed by the De t to lead and coordinate

the train operator input in respect of t

Delivery Plan means a Delivery Plan i in Section 5 (Detailed Bid
requirements — Delivery P, :

(a) Delivery Plan 0 — B
(b)  Delivery Plan 1 — Rran@his€ Management;
(c) Delivery Plan in Service and Performance;
(d) Delivery,Plan 3 — Revenue;
(e) Delivery Plan 4 — Customer Experience and Stations;
and ‘De s’ shall mean more than one of them;
Department has t ning given to it in subsection 1.1 (Introduction);
EA02 ter Act 2002;
EC opean Commission;
EEC opean Economic Community;
ERTMS European Rail Traffic Management System;
Escrow Agreéme means the version of the TransPennine Express Escrow Agreement
which the Department supplies to Bidders as the “Final Bid Version”
& for the purposes of this ITT;
1\ European Train Control System;
European Union;
UMR Council Regulation (EC) No. 139/2004;
Evaluation Score has the meaning given to it in subsection 7.10.2 (Delivery Sub-Plan

non-compliance);

Exogenous Forecasts means the Department’s central view of exogenous forecasts of
demand drivers, provided on the Data Site in the document “Jan 2015
DD EDGD inputs (v1.5.1.0) PDFH5.1 2(2).zip”;

178



Term

Extension Period any extension which is called under schedule 18 of the Franchise
Agreement. Where Bidders are asked to provide information for the
Extension Period, this should be provided for the maximum Extension
Period provided for in Schedule 18 of the Franchise Agreement;

Final Extension Period  has the meaning given to it in subsection 3.5.9;
Assumptions

Final Risk Adjustments  has the meaning given to it in subsection A3.2 (Overview of P@%

of Appendix 3 (Risk Adjustment Process);

Final Score has the meaning given to it in subsection 7.2.1.3; Q
u

Financial Model a financial model prepared in accordance with ection 6.3
(Financial and Operational Model requirements);

Financial Ratio(s) means the ratio of Modified Revenue to Actua ating Costs for the
Franchisee Year in accordance with row 1 f worksheet “FO&C” of
the Financial Templates;

Financial Robustness has the meaning given to it in subsec Evaluation of Financial

Test Robustness);

Financial Structure and  has the meaning given to it i section 6.9 (Financial Structure and

Funding Plan Funding Plan);

Financial Templates has the meaning givenyto it lysubsection 6.3.6 (Financial Templates);

FOIA Freedom of Informatio

Form of Tender means the version of t ransPennine Express Form of Tender which
the Departme supplies to Bidders as the “Final Bid Version” for the
purpose T;

Franchise Agreement mea ersion of the TransPennine Express Franchise Agreement
[ partment supplies to Bidders as the “Final Bid Version”
rposes of this ITT;

Franchise Signature the meaning given to it in Table 4.2 (Structure and Format of Bids);
Documents
Funding Deed means the version of the TransPennine Express Funding Deed which

the Department supplies to Bidders as the “Final Bid Version” for the
purposes of this ITT;

Future cements has the meaning given to it in subsection 5.4.4 (DP 2.4 Supporting
Infrastructure Change);

HM Treasury;
International Financial Reporting Standards;

consistent Initiative has the meaning given to It in subsection 7.4.1 (Evaluation impact of
Inconsistent Initiatives);

Initiatives proposals and commitments included in a Bidder's Sub-Plans;
ITPS Network Rail’s Integrated Train Planning System;
ITT has the meaning given to it in subsection 1.1 (Introduction);

Key Sub-Plans has the meaning given to it in subsection 7.10.1;
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Term

MAA
Materiality Threshold
MEAT

Memorandum of
Understanding

Minimum Evidential
Requirements

Model Audit

Modelling Best Practice
Confirmation

Modelling Suite
Models
Northern

NPV

NRPS

Open Access

Operating Manual
Operational Model(s)

ORR

Other Supplementa
Material

Parent Com
Support ¢t P

Pas er us

N\

Q

PPD

Proposed Risk
Adjustments

moving annual average;
has the meaning given to it in subsection 7.6.6;
most economically advantageous tender;

has the meaning given to it in subsection 3.16.1;

evidential requirements for Sub-Plans specified in subsection

has the meaning given to it in subsection 6.8.3 (Model Au
cGefdance

the confirmation that the Models have been prepared in

with best practice as required by subsection 6.8.2 (M ing Best
Practice Confirmation), subject to any derogations\granted’pursuant to
subsection 6.3.8 (Derogations);

has the meaning given to it in subsection
has the meaning given to it in subsec 9%
The Northern Rail franchise; v
net present value, calculated ane with subsection 7.2.1.3;
National Rail Passengeé (previously National Passenger
Survey (NPS));

a passenger rail operatefr that does not have a franchise agreement
with the Secretary of e or an equivalent agreement with another
authority;

a manu in accordance with subsection 6.6 (Operating
ared in accordance with subsection 6.3.4 (Operational

tR€ UK Office of Rail Regulation;

s the meaning given to it in subsection 6.3.5 (Supplementary
Material);

has the meaning given to it in subsections 6.9.2.3 t0 6.9.2.9;

the independent public body known as both ‘Passenger Focus’ and the
‘Rail Passenger Council’ created by Government to safeguard the
interests of passengers;

Passenger Demand Forecasting Handbook;

pre-qualification questionnaire for the TransPennine Express
Franchise published on 6 June 2014;

the pre-qualification process document that accompanied the PQQ;

has the meaning given to it in subsection A3.2 of Appendix 3 (Risk
Adjustment Process);
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Public Performance Network Rail's measure showing the percentage of trains which arrive
Measure or PPM at the destination on time;

Present Value or PV Present Value, calculated in accordance with subsection 6.4.1.1;
Proposed Extension has the meaning given to it in subsection 3.5.8;

Period Assumptions

Quality Score the score awarded to a Bidder in accordance with subsection

(Conversion of evaluation scores into quality scores);
Rail North Rail North Limited:; g

Record of Assumptions  a record of assumptions prepared in accordance withf’s n6.5

or RoA (Record of Assumptions);

Regulation (EC) has the meaning given to it in subsection 1.2.1;

1370/2007

Required Parent has the meaning given to it in subsection .

Company Support or

Required PCS

Required has the meaning given to it in s tion 6.3.5.1 (Supplementary

Supplementary Material  \|aterial);

Residual Value has the meaning given Q@i ubsection 5.1.10 (Residual Value

Mechanism or RV Mechanism);

Mechanism

Risk Adjusted Financial has the meaning gi it in subsection 7.6.3;

Model

ROSCO Rolling Stock pany;

RSSB Rail Saf d Standards Board Ltd;

Scheme hag, t ning given to it in subsection 5.1.10 (Residual Value

ec m);

Secretary of State meaning given to it in subsection 1.1 (Introduction);

Secretary of State assumptions specified in Schedule 9.3 (Secretary of State Risk

Assumptions Assumptions) of the Franchise Agreement;

SMEs small and medium-sized enterprises;

Specificati the requirements of the Delivery Plans and Sub-Plans as set out in
Section 5 (Detailed Bid submission requirements - Delivery Plans) (as
applicable), or the relevant parts thereof (as the context may require);

xﬂ those plans as set out in the column headed ‘Sub-Plan’ in Table 5.1

(Delivery Plans and Sub-Plans);

pplementary Material means any and all items of Required Supplementary Material or Other
Supplementary Material provided with the Bid as those expressions
are defined in subsections 6.3.5.1 and 6.3.5.2, respectively;

Target Date(s) has the meaning given to it in subsection 5.4.2.15;

Tests has the meaning given to it in subsection 6.10 (Updating of PQQ
financial and economic standing tests (the “Tests”) and submission of
updated bond provider letter(s));
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Term

TOC

Train Service
Requirements or TSR

Train-to-Internet
Connection

TransPennine Express
or TPE

Transport for the North

TUPE

ViM

Worked Examples

Train Operating Company;

the requirements set out in Attachment A;

means the IP data connection between the train installed equipment
and the internet, typically provided through aggregating commerciall
operated mobile network operators’ data services, and potenti
supplemented by alternate private network solutions such as W
unlicensed wireless networks at key locations;

The TransPennine Express rail franchise; Q

is currently an informal consortium of the six Ci Rg;vof West
Yorkshire, Liverpool, Manchester, North East, Sheffield*and Hull &

Humber, with Network Rail, Highways A =KS2 Ltd. and the
Department;

the Transfer of Undertakings (Protectign o ployment) Regulations
2006;

Value for Money;

has the meaning given to it in

182



A2. Appendix 2 (not used)



A3. Appendix 3: Risk Adjustment Process

A3.1 Introduction @
A3.1.1  This Appendix 3 summarises the approach that the Department will Q{tbd

risk adjustment.

A3.1.2  All Department risk adjustments will be made on the basis df the artment's
reasonable view of the most credible financial outcome,4akifig into account all
relevant information available to it, including existj dustry / Department
guidance and research, new research and other eyiden@g put forward by Bidders
in associated Delivery Plans or Sub-Plans, th R‘%?of Assumptions, or any
other relevant information submitted with Bids.

A3.1.3  The Department will not risk adjust a aking into account all relevant
information available to it, it conclu haithe evidence that is presented in the
Bid is sufficiently credible to cofaingé€ it that there is not a material risk of a
materially different financial outc%

A3.1.4  The information set out i ppendix is intended to provide Bidders with as
much guidance as posSiblg,in relation to how risk adjustments will be made.
However, it shoul ecognised that such guidance can never be complete or
apply to all po sittiations, as it is not possible to predict in advance of Bid
submissio mers will construct their Bids and so what issues and risks
may be d with each Bid. Ultimately, the key factor in making risk
adj 1@ il be the Department's reasonable view of what constitutes the

mo edible financial outcome, taking into account all relevant information
&xjilable to it.

A Subject to subsections A3.1.2-A3.1.4, A3.2.2 and A3.2.3, the approach that will
be followed is:

Overview of process

A3.2.1.1 The Bidders’ Modelling Suites will be reviewed (including by reference to the
Department's comparator model), to identify any issues in the methodology or
assumptions used for the cost, revenue or other modelling which in the
Department's reasonable view might generate a material risk of a materially
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different financial outcome from that projected in the Bidders’ Modelling Suites
(upside or downside).

A3.2.1.2 In addition to reviewing the Delivery Plans and Modelling Suite to assess the

A3.2.1.3

A3.2.1.4

overall deliverability and quality of the Bid, the Department will identify whether it
has concerns that any of the plans generate a material risk of a materially different
financial outcome. Circumstances where these could arise include, witheut

limitation, where: %

o There are concerns about the operational, commercial or ma
arrangements set out, and therefore concerns as to wheth
Franchise will require additional costs in order to deliver t
whether it will generate the revenue that has been foregast;

o There are concerns about the implementation gy for a particular
Initiative, and therefore there is a risk that higher€osts or lower revenue

will arise than forecast; or

itiative, or

o There are concerns about whether evehue or cost attributed to an
Initiative is achievable, even if t itfative is implemented successfully,
because of concerns about t odology or assumptions used in the

modelling of the impact ofthe aitiative
If necessary and appropriatie the D@partment may seek clarification under the
clarification process desgki in subsection 4.13.2 (Engagement with bidders
and evaluation clarificatignYarocess).

Further to the revi esCribed above, the Department will determine the values
for exogenous %e factors that it will use in the risk-adjusted forecasts for all
Bidders, i ordance with subsection A3.4 (Revenue — exogenous). It will also
identif vidence or analysis provided by a Bidder with its Bid which may be

rel the risk adjustment of another Bid, in accordance with subsections
% 3.6.
A3.2.& Department will then identify the risk adjustment(s) it intends to make to each

1.6

A3.2.1.7

idder's Models (“Proposed Risk Adjustments”). The basis for such risk
adjustments is described below.

The Department will review the consistency of the Proposed Risk Adjustments
individually and in aggregate and if necessary it will revise the Proposed Risk
Adjustments.

Before finally determining any risk adjustment(s), the Department shall inform the
Bidder of the Proposed Risk Adjustments, and its rationale for the Proposed Risk
Adjustments, provided that the Department reserves the right not to follow the
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process referred to in this subsection A3.2.1.7 and subsection A3.2.1.8 in respect
of that Bidder if, after taking into account the Parent Company Support and the
Materiality Threshold in accordance with subsection 7.6.1 (Financial Robustness
Test), the Proposed Risk Adjustments would not result in the Bidder being
projected in its Risk Adjusted Financial Model to breach the Financial Ratios
(1.050:1) at any point during the Core Franchise Term (on the basis that, in such
circumstances, the risk adjustment process will have no impact on the out

of the evaluation of the relevant Bidder’s Bid). (L
A3.2.1.8 Where the Department informs a Bidder of the Proposed Risk Adjus@.

A3.2.2

A3.2.3

A3.3
A3.3.1

&

A3.3.2

o It may also raise further questions in relation to the Proposed/Risk
Adjustments;

o The Bidder will have 5 working days (or such |
Department may specify) to respond to any_suc

peridd as the
uestions and comment

on the Department’s rationale behind the P Risk Adjustments;
and
o The Department will determine iSk,adjustments (“Final Risk

Adjustments”) after receipt ef responses or, where no responses are
provided, after the date byawhielf reSponses were to be provided.
oD

The Department reserves the ri nly to undertake some or all of the stages

referred to in subsection .510 A3.2.1.9 with respect to one or more leading
Bidder(s), if it determin t undertaking those other stages of the process as
described above will o impact on the selection of the winning Bid.

The Departme?gvves the right to develop its own models in order to assist

with the Qﬂ or aggregation of risk adjustments.

Ap to determining adjustments
ject to subsections A3.1.2 to A3.1.4, this subsection describes the approach

determining risk adjustments to factors such as:
¢ Revenue forecasts from Initiatives;
e Exogenous revenue forecasts; and
e Operating, financing and capital cost forecasts.

Where the Department identifies in its reasonable view a material risk of a
materially different financial outcome from that projected in the Bidder's Modelling
Suite, whether with respect to cost or revenue, it may either risk adjust revenue,
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cost or both, as appropriate in order to reflect its reasonable view of the most
credible financial outcome.

A3.3.3 Risk adjustment will take into account any risk mitigations already identified by
Bidders in their forecasts and reported in the Delivery Plans and Record of
Assumptions.

A3.3.4 Except with respect to Contingent Initiatives, where a Bidder includg
contingency costs and/or revenues in its Financial Model, for the purpo
risk adjustment process, the Department will assume that the costgwi

incurred and/or that the revenue will not be received (except if

considers it appropriate to include contingency cost given the nattirefofa specific
Initiative, for example a capital project).

A3.3.5 For the purpose of risk adjustment, the Department wi umet%hat there will be
no financial benefits to the Franchisee during t ranchise Term from
expenditure financed through the Innovation Acco

A3.3.6  Where appropriate, to reflect the Department's reasonable view of the nature of
the potential financial impact of a risk, t j@stment applied may be profiled
by year to allow for delivery of an,lnitiative later in the Franchise Term than
envisaged in the Bid, or for 'ramp% Initiative (to allow for a different initial

ativ

profile of the impacts of the Initi

A3.3.7 Risk adjustments may elther positive or negative, both individually and in
aggregate.

A3.3.8 The Department w of'generally make a risk adjustment if it expected that the
impact of the a ent would be less than £1,000,000 (2015/16 prices) in any
given ye ver, the Department reserves the right to do so, particularly if
there g er of potential risk adjustments individually below this threshold,

in ‘aggregate, would exceed it.

onstrate risk adjustment, examples of risk adjustment are provided in
sulasection A3.7.

Revenue — exogenous

A3.4.1 Risk adjustments may be made in respect of any of a Bidder's exogenous
revenue projections (i.e. the resultant predicted outcome of the methodology,
assumptions and values used by the Bidder ) where the Department’s reasonable
view of the most credible outcome is different to that set out in a Bidder’s
Modelling Suite.
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A3.4.2  For exogenous revenue factors, equivalent values will be used in the risk-
adjusted forecasts for all Bidders.

A3.4.3 In determining any risk adjustment, the factors that the Department will take into
account may include, but shall not necessarily be limited to:

o The demand forecasting guidance in PDFH v5.1 (except for fares, for
which PDFH v4 will be used and for car costs and journey purpose /
ticket type mapping, where PDFH v5.0 will be used);

o WebTAG Rail Passenger Demand Forecasting Methodology; Q

o Other published analysis; %

o Departmental commissioned analysis;

o Any analysis provided by the Bidder to justify t thodology and
assumptions that it has used;

o Any analysis provided by another Bidderwithfits Bid, to the extent that it
is relevant and credible;

. Exogenous Forecasts; and %

o Adjusted car costs and alt n%aata on employment?é, The
Department uses these al% e demand drivers as a substitute for the
employment data an r coSt forecasts provided in the Exogenous
Forecasts.

A3.44 The Exogenous Fo include: GDP, employment, population, non-car
ownership, fuelpegst, time, bus cost, bus time, bus headway, air passengers
for airport . The methodology for the construction of Exogenous

e additional demand drivers is defined in the document
15 TPE Northern franchise competitions DfT methodology of
ous forecast approaches”, available on the Data Site.

cD =
T

5 D
O
‘

A3.4.5 ders should bid their own views of the Exogenous Forecasts and other
elevant exogenous revenue factors and the impact of the same on their

\ Modelling Suites. However, the Department will use the Exogenous Forecasts
and the alternative demand drivers for the purposes of risk adjustment unless the
Department’s reasonable view of the most credible outcome as regards the
Exogenous Forecasts and the alternative demand drivers changes, taking into

16 Adjusted car costs are provided in the document “February 2015 adjusted EDGE inputs car costs”. Bidders should contact ATOC for
CEBR employment data. Further information can also be found in the webTAG data book: https://
https://www.gov.uk/government/publications/webtag-tag-data-book-november-2014

188



A3.5
A3.5.1

A3.5.2

account all of the information available to it including compelling evidence
submitted by Bidders(s) or new data released after the issue of the ITT.
Consequently, the Department reserves the right to update the Exogenous
Forecasts and the alternative demand drivers at any time. Exogenous revenue
factors comprise those drivers of passenger demand that are not within the
control of the Department or the Franchisee, such as factors relating to the
economy, population, employment, land use and competition from
operators or other modes of transport, including the Exogenous Forecdsts a
the alternative demand drivers.

Revenue - excluding exogenous ! (L
Bid

Risk adjustments may be made in respect of any r's endogenous
revenue projections (i.e. the resultant predicted out e of the methodology,

assumptions and values used by the Bidder). For urposes, endogenous
revenue includes revenue from Initiatives, gon-fagehox revenue, and any other
element of its revenue projections other th nous.

Subiject to subsection A3.1.4, in detgrmi any risk adjustment, the factors that
the Department will take into ac u% include, but shall not necessarily be
limited to: >

The demand fore i uidance in PDFH v5.1 (except for fares, for

Ner published analysis;

%'e credibility of the delivery proposals, including resources and delivery

timescales;

assumptions that it has used;

§ Any analysis provided by the Bidder to justify the methodology and

Any analysis provided by another Bidder with its Bid, to the extent that it
is relevant and credible; and

An assessment of whether total projected revenue growth is credible
(taking into account the aggregated impact of different factors and
Initiatives proposed).
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A3.6
A3.6.1

A3.6.2

A3.6.3

Risk adjustments may be made in respect of any of a Bidder's operating,
financing or capital cost projections (i.e. the resultant predicted outcome of the
methodology, assumptions and values used by the Bidder).

Subject to subsection A3.1.4, in determining any risk adjustment, the approach
which will be adopted will be as follows:

Where costs do not depend on Bidder Initiatives or management @ction
(for example, ECAT or diesel unit rates), equivalent values wiI@ In
the risk-adjusted forecasts for all Bidders, unless a Biddergr

credible evidence to convince the Department, in its reasona iew,
that it will achieve a different financial outcome. W elevant, the
common values will be based on the Departme omparator model
assumptions, unless the Department deter in%%ere is more
credible alternative evidence available, in w se it will revise its
assumptions accordingly; and

Where costs depend on Bidder |gitia
Department will make an assgss

A3.6.3.

r management action, the
t in accordance with subsection

The factors that the Department wjll #ake into account may include, but shall not
necessarily be limited to;

The credibilit livery proposals, including resources and delivery
timescales;

ovided by the Bidder to justify the methodology and
that it has used; and

lysis provided by another Bidder with its Bid, to the extent that it

@l a
evant and credible.

A3 &xamples of risk adjustments

A3.7.2

This subsection A3.7 provides examples of risk adjustments. Both the nature of
the Initiatives described, and the types of adjustments set out, should be
considered as illustrative only. The Department will undertake risk adjustments in
accordance with the principles described in this Appendix 3 and these examples
should not be taken to limit how the Department will undertake this.

A revenue protection Initiative is proposed in order to increase passenger
revenue. This Initiative includes purchase of new equipment which, together with
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A3.7.3

additional revenue protection staff and improved processes such as revised
deployment of revenue protection officers, is projected to achieve a reduction in
ticketless travel and therefore an ongoing increase in revenue with no change to
the quantum of passengers actually travelling. Risk adjustment could be
appropriate, for example:

The timing of implementation could be considered to be unrealistically,
ambitious, for example if there is insufficient time to recruit and traj

staff or to install new equipment, and therefore risk adjustment e
applied to delay the timing of revenue, benefits and operatin '

The scale of ongoing costs for the additional staff could be”considered
unrealistically low, or resources may be deployed inefficiently; and

therefore risk adjustment(s) may be applied to i asethese costs
accordingly; or

One-off transition costs may have been gve , for example staff
recruitment and training costs, and therefo k adjustment(s) may be
applied to add in cost provision for thes e-off items.

A station enhancement investment ragnme Initiative is proposed, to improve
passenger satisfaction at a portfoli ations, and therefore increase passenger

revenue. The scope of the programme includes augmenting ticket offices,
mobility impaired access, en;.?ésce security, car parking, shelters, waiting rooms

and toilet facilities at th ns. Risk adjustment could be appropriate if, for
example:

The timi implementation could be considered to be unrealistically
syffor example if there is not adequate time to achieve any

am
o ighway consents, and risk adjustment could be applied to
e realisation of benefits and costs;

e capital investment assumed for the station works could be
& considered unrealistically low and therefore risk adjustment could be

N

applied to increase the capital investment required to deliver the works;

The scale, timing, build-up and/or trend in any passenger revenue
benefits could be considered over-ambitious, or inconsistent with PDFH
and/or webTAG guidance, and risk adjustment(s) could be applied to
scale back or increase the revenue benefits claimed;

One-off transition costs may have been overlooked, for example costs of
provision of temporary facilities during the period when the works are
being carried out (such as temporary ticket office and access
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A3.7.4

arrangements), and therefore risk adjustment(s) could be applied to add
in cost for provision of these one-off items; or

J Any additional annual operating and maintenance costs relating to these
additional station facilities may have been excluded from the forecast,
and risk adjustment(s) could be applied to add in some cost provision for

this.
A Bidder proposes enhancements to the customer proposition, in %
generate additional revenue. Examples could include reviseds=rangding,
refreshment of rolling stock, or provision of enhanced passen % ation

systems. Risk adjustment could be appropriate if, for example:

ii. The timing of implementation could be considere be unrealistically
ambitious, for example there could be inadequ implement the
enhancement, and therefore risk adjustment(s) e applied to delay the

timing of revenue and costs associated with the

iv. The costs assumed to implement the an ents could be considered

unrealistically low, and risk adjust t d be applied to increase the
costs assumed accordingly;

v. The scale, timing, build-up or fend of passenger revenue resulting from the
enhancements could be considered over-ambitious, for example if the

assumptions used ar consistent with PDFHv5.0 or, for example, if
proposed revenu were double counted or overestimated when
compared to indu ecific market research, and risk adjustment(s) could

or lg g stock availability whilst modifications are being carried out.
@ stment(s) could be applied to take account of any impacts during
on.

be applied t le'dack the revenue benefits claimed; or
vi. Transiti p;cts may have been overlooked, for example any staff training,
ro
O

A3.7.&O jdder proposes marketing campaigns that represent a significant increase

A3.7.6

m the previous levels on this Franchise, but the claimed marketing return on
investment is abnormally high and not supported with sufficient evidence from
appropriate case studies and campaigns. Risk adjustment(s) may be applied to
scale back the passenger revenue benefits claimed.

A Bidder proposes ticket office closures, to be enabled by new ticketing
technology and equipment, but the rate of deployment is considered to be too
ambitious. Risk adjustment(s) may be applied to delay the envisaged level of staff
reductions and timing of reductions and add back staff costs accordingly. Any
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A3.7.7

A3.7.8

A3.7.9

A3.7.10

revenue benefits associated with the new ticketing technology would also be
scaled back.

A Bidder assumes low rates of wage increases and does not provide evidence
that this is consistent with market rates and therefore that it will be able to recruit
and retain staff with this level of wage increase. Risk adjustment(s) may be
applied to increase staff costs in line with forecast economic indicators aind

market trends. 6

A Bidder proposes to reduce levels of staffing to such an extent

considered to represent a risk to ongoing deliverability o er's
commitments in one or more area of the business. Risk adjus ould be
applied to add in additional staff and associated costs. If apprapriate,the revenue

forecast could also be subject to risk adjustment to refle el ct of reductions
in staffing levels on passenger revenue.

A Bidder assumes growth in EC4T unit rates mate er than is considered
realistic. A risk adjustment could be applied to ase these costs to reflect
more credible alternative forecasts of the ingnergy costs.

A Bidder assumes significant bengfits alliancing that are not adequately
justified. Risk adjustment(s) mayb d to reduce any claimed benefits or

cost savings to the extent that th)t%a considered over-ambitious.
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