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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 relevant thereto
(together the “ITT”) are issued by the Department for Transport %
“Department”) pursuant to the functions of the Secretary of State for T
(the “Secretary of State”) under the Railways Act 1993 and the ys Act
2005, as amended. All references in this document to the Depar, Femtwork
Rail or the Office of Rail Regulation (*ORR”) include, where appfopriate and
unless the context otherwise requires, references to those_bo@ies’ predecessors

and successors. References in this document to a “Bidd®g’ means those entities
who pre-qualified to bid for the East Anglia Franchis g the process set
out in the East Anglia Pre-Qualification Questi% and Pre-Qualification

Process Document published on 19 February 20

1.2 Form of contract

1.2.1 This ITT invites Bids from Bidders in of a service concession contract (as
that term is referred to in the Pub%ﬁ tracts Regulations 2015). This ITT forms

part of a competitive procurgment ducted in accordance with relevant legal

requirements including tion (EC) No 1370/2007 of the European
Parliament and of th neil of 23 October 2007 on public passenger transport
services by rail ad and repealing Council Regulations (EEC) Nos

egulation (EC) 1370/2007"). This procurement will be
with the applicable general principles of EU law and the
nglish law. It will be awarded on the basis of the most
econ advantageous tender, determined in accordance with the
evaltati@pscriteria and methodology specified in Section 7 (Evaluation criteria

1191/69 and 11
conducted Jrmyli
requireme

& methodology).
1 \ ceeding the Department’s requirements
. The Department is seeking ambitious and innovative Bids which are also

deliverable. The competition evaluates and values quality in two ways:

I. By offering Bidders the opportunity to meet (and, where appropriate, exceed)
the Department's minimum requirements for the East Anglia Franchise (“East
Anglia”, “EA” or “Franchise”) set out in this ITT; and



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

1.3.2 More information on how Bids will be evaluated is set out in subsection 7.3.5
(Scoring methodology).

1.4 Communications

14.1 Save to the extent permitted by this ITT or agreed in advance wj %
Department and without prejudice to the provisions of subsection 3.9%B r
clarification questions), Bidders must ensure that communications on
behalf of Bidders and their Associated Entities with the Secretaryfof State”and/or
the Department in respect of this ITT and the East Anglia nchisg”are made

through AWARD (as described further in subsection 3: idder clarification
questions)) or by email to EastAnglia.Franchise i.gov.uk. No other
methods of communication are permitted unless edhwith the Department in

advance. For the purpose of this ITT, “Ass@ci ntity” shall have the
meaning given in the FLPA between the B@n the Secretary of State in

respect of the East Anglia competition.

1.5 Structure of this ITT v
151 This ITT provides: >

I. The scope and objectiyes Ofithe East Anglia Franchise (Section 2 (Scope and

objectives));

ii. Information an@hinstru€tions to Bidders (including instructions on how to
access the tled Information available regarding the East Anglia Franchise
and t rogesses for enquiries, communications, amendments and

atigns to the ITT during the Bid period) (Section 3 (Information and

clarifi
i 3

ns to Bidders));

planation of the requirements for Bid submission (including the format,
ntent, 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)).


mailto:EastAnglia.Franchise@dft.gsi.gov.uk

1.6 Other documents

16.1 For the purpose of the East Anglia competition, this ITT replaces and
supersedes in their entirety both the Rail Executive - Passenger Services
documents “Franchise Competition Guide” published on 7 July 2015 and East
Anglia Prospectus published on 19 February 2015. Accordingly, in the event of
any inconsistency between either of those documents and this ITT, the term%

this ITT will prevail.

1.7 Franchise Letting Process Agreement Q(L

1.7.1 This ITT should be read in conjunction with the Franchise ISettihg™Process
Agreement (“FLPA”) which, without limiting any aspect of this§iTT, s continue
in full force and effect. Bidders are expected to ensur pliance with the

FLPA. Q~
1.8 Commencement of the East Anglia Franchis Y
1.8.1 The Department's aim is for the new E Anglia Franchise to commence

operations with effect from 02:00 hrs on 16 2016.

1.9 Liability for costs, updates and terw n
19.1 The Department is not and shallﬁ e liable for any costs incurred by those
expressing an interest or gotidting or tendering for this contract, their
Associated Entities or erson. The Department reserves the right not

to award a contract, ke” whatever changes it sees fit to the structure and
timing of the procu t process (including issuing updates and amendments

to this ITT), to the process in its entirety at any stage and, where it
considers ropriate to do so, to make a direct contract award pursuant to
Article 5(6) of Regulation (EC) 1370/2007.
1.10 efl ms
1.10. Unless the context otherwise requires and save as provided in the glossary at

\ pendix 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.



2.1
211

2.2
221

2.2.2

Section 2: Scope and objectives

Scope of the East Anglia Franchise

The East Anglia Franchise comprises the Franchise Services set out in
Schedule 1.1 of the Franchise Agreement.

Franchise Objectives @
Table 2.1 shows the Franchise objectives as described in the Q‘Ma

Prospectus. The Franchise objectives are to:

Table 2.1. Franchise Objectives

¢ Help the economy of East Anglia to thrive by offering uality rail services
for passengers to and from the region and across the r with*service levels that
reflect the specific requirements of the different mark d, all while working

within the affordability constraints on public funding

e Realise the benefits from rail investment jn E glia through a transformation
in operations and ensure journey time uepcy, reliability and connectivity
benefits for passengers are delivered.

o Deliver excellence in passenger% through an innovative approach to all

r

aspects of the passenger jown hieve consistently high standards of
performance in the operation ain services and minimise passengers’

inconvenience in the case &fdisr n.

e Secure whole indu ncies and help reduce overall industry costs by
working in partnershi ross the rail industry

e Support local unities to help deliver local transport integration, local
regeneration igvestment in and around stations

e Impro cialh and environmental sustainability to reduce carbon emissions,

USe ke ces effectively and build skills and capability within the business and the

ers will fulfil the Franchise objectives by meeting the requirements that the

Bid
&partment has articulated in Section 5 (Detailed Bid submission requirements —

\!

Delivery Plans) of this ITT.

10



3. Section 3: Information and instructions to
Bidders

3.1 Applicability of this document

3.1.1 This ITT invites Bids only from those Bidders who have successfully pre-qualiffed

to submit a Bid under this ITT.
3.2 Accuracy of information and liability of the Departmené%s
representatives

3.21 This ITT is not a recommendation by the Department, or afy othe¥ person, to
enter into any agreement or to make any investment decision. g considering any
investment in a Franchise, Bidders should mak%‘own independent

assessment and seek their own professional finan egal advice.
| of

3.2.2 Neither this ITT nor AWARD purports to cont of the information that a
prospective Franchisee or shareholder ma irg” Neither the Department, nor
any of its employees, agents or advise S any representation or warranty
(express or implied), and no such r% tatives have any authority to make

such representations and WarrarBs, as to the accuracy, reasonableness or

completeness of the information cogtained either in this ITT or on AWARD.

3.2.3 The Department expres
fraudulent misrepres
representations or

tims any and all liability (other than in respect of
ny»based on or relating to any such information or
nties (express or implied) contained in, or errors in, or

omissions from, T or the information contained in AWARD, or based on or
relating to ecClpient’s use of it, or the use of it by any of its Affiliates or the
respective, répresentatives of any of them in the course of its or their evaluation

hise or any other decision. In the absence of express written
arranties or representations as referred to below, the information in this ITT and
theninformation on AWARD shall not form the basis of any franchise agreement
any other agreement entered into in connection with the replacement or

\acquisition of a passenger rail franchise.
4 LeighFisher, Grant Thornton UK LLP and DLA Piper UK LLP are acting for the

Department in relation to the award of the East Anglia Franchise. The advisors
do not and will not regard any other person as their client in relation to the award
of the East Anglia Franchise. They are not, and will not be, responsible to
anyone other than the Department for providing the protections afforded to their

11



clients or for advising on the contents of this document or any matter referred to
in it.

3.25 Without prejudice to the provisions of the FLPA and the confirmations given in
the Form of Tender, no contract or legal obligation shall result from any
disclosure of information or other communication by the Department in
connection with this Franchise letting process, including the issue of this ITTaor
from the reliance of any person on any information so disclosed or a
communication. No disclosure of information or other communication® by the
Department in connection with this Franchise letting process will c@ an
offer or an acceptance by or on behalf of anyone.

3.2.6 Without prejudice to the provisions of the FLPA and the co%irmati S given in
the Form of Tender, the only information provided by t epattment which will
have any legal effect and/or upon which any per rely will be such
information (if any) as has been specifically and?g ly represented and/or
warranted in writing to a successful Bidder in th vant Franchise Agreement
or in any other relevant agreement ent inte at the same time as the
Franchise Agreement is entered into o es unconditional. Nothing in this
ITT is intended to create a contravt\ en the Secretary of State and any

Bidder. \.
33

Intellectual property

3.3.1 This document is subje
published, transmitte
the Open Go m

toncopyright. The information in this document may be
led or distributed only in accordance with the terms of
Licence, including the conditions and exemptions

therein. Fail tay€omply with the conditions of the Open Government Licence
shall resu hts granted to you thereunder ending automatically.
3.4 In nsultation and disclosure of information in Bids
3.4.1 iddersvshould be aware that, following the submission of Bids, the Department

ay®consult HM Treasury, ORR, Transport Focus, London TravelWatch, 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 it considers necessary or
appropriate for the purposes of evaluating Bids (the entities in this
paragraph 3.4.1 being collectively referred to as “Consultees” and each
separately referred to as a “Consultee”).

3.4.2 Accordingly, the submission of a Bid will constitute permission by the Bidder and
its Associated Entities for the Department to disclose to any Consultee all or any

12



of the information contained in, or supplied in connection with, its Bid (including
in any response to any clarification query issued by the Department).

3.4.3 In addition, Bidders are reminded that in order to develop and agree Track
Access Agreements and Station Access Conditions, Network Rail may need to
consult Consultees and that this process may involve disclosure or discussion of
relevant aspects of the Bids. Bidders and their Associated Entities are requixed
to cooperate with these consultations. 6

3.5 Non-compliant Bids (L
3.5.1 A Bid will be non-compliant if it is submitted late, is incorrect ofin ete, or
otherwise fails to follow the Department’s instructions set out in this , or if the

elimination events in subsection 3.6 (Automatic eliminati cur, in all cases
whether or not the ITT expressly states that fai @u meet a particular

requirement will lead to a Bid being deemed non-c liagt.

3.5.2 If the Department considers that a Bid may be n -gmpliant, it may (but it is not
obliged to) seek additional information or ication from the relevant Bidder in
accordance with subsection 4.13.2 (E nt with Bidders and evaluation

clarification process).
3.5.3 Where a Bid is found to be non-ﬁ iant (if applicable further to the process

described in paragraph 3. , angdd except where subsection 3.6 (Automatic
elimination) applies, the ent may at its sole discretion reject the Bid and
disqualify the Bidder who®aSysubmitted that Bid from the competition.

354 Where the Departm ecides not to reject the Bid, it may evaluate the Bid and:
I. Take int caunt the effect of the non-compliance in all relevant elements of
the e\@ (including, without limitation, in the allocation of evaluation
S Q in the Financial Robustness Test); and
also, where appropriate, adjust the value of P used in the calculation of
inal Score in accordance with subsection 7.2 (Definition of MEAT for the

competition) as necessary to take into account its reasonable view of the
\ most likely financial impact of the non-compliance on the Department,

except that the scoring of the Bid (including both P and Q as defined in
subsection 7.2 (Definition of MEAT for the competition)) may not be improved as
a result of the process set out in this paragraph 3.5.4.

3.55 Where the Department determines that it is not appropriate to reject the Bid, or to
evaluate the Bid and address the non-compliance through the process set out in

13



paragraph 3.5.4, the Department will at its sole discretion take any other action it
considers necessary and appropriate in the circumstances, including:

i. Disregarding the non-compliance;

ii. Adjusting the requirements of this ITT, and giving all Bidders the opportunity
to adjust or update their Bids to reflect the revised requirements; or

lii. Requiring any or all Bidders to adjust or update their Bids so that they%

compliant. (}
3.5.6 Bidders are required, when submitting their Bids, to list in the formﬁ in
q

the following Table 3.1 (Format of Non-Compliance Statement), all r ments
of this ITT with which they are not able to confirm compliance fin full e time of
Bid submission. Full details of the reasons for the non- liance should be
given.

Table 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 nop-c t in accordance with subsection 7.5
(Modelling Change tests) or subsec 7.10 (Delivery Sub-Plan non-compliance)
(and, for the avoidance of bt, includes circumstances in which a Bid is
found to be non-compli rdance with subsection 7.5 (Modelling Change
tests) or subsection tvery Sub-Plan non-compliance) as a result of the
application of the s Set out in paragraph 3.5.4), the Department will at its
sole discretion t y other action it considers necessary and appropriate in
the circu esyincluding:

. Eli ing,the Bidder from the competition;

r ding the non-compliance;

djusting the requirements of this ITT, and giving all Bidders the opportunity
\ to adjust or update their Bids to reflect the revised requirements; or

Iv. Requiring any or all Bidders to adjust or update their Bids so that they are
compliant.

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

14



3.5.9

3.6
3.6.1

3.7

3.7.1

3.8
3.8.1

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 Signature Documents as

required by the Department.

Automatic elimination g
Table 3.2 lists the events which will trigger the automatic elimination of
from the bidding process (and for the avoidance of doubt paragrar@.

apply).
Table 3.2. Elimination events

Elimination event

A Bidder uses MOIRAZ2, its component parts or intermediate q! or modelling revenue
impacts, timetable changes, crowding or any other purpose.

A Bidder is projected in its Risk Adjusted Financial Model%g, breach the 1.05:1 Financial Ratios
(after taking into account any Materiality Threshold any point during the Minimum Financial

Robustness Period — see subsection 7.6 (Evaluatio inafcial Robustness).

Right to disqualify Bidders

The Department also has the rig%i’squalify a Bidder (and for the avoidance
ere:

of doubt paragraph 3.5.8 willapply
i. It has the right to do he terms of the FLPA; or

ii. At any time priag tO\t ompletion of the Franchise Agreement the Bidder is
unable to s thé%requirements for pre-qualification as set out in the East
Anglia pge=sgualification process.

e (the "Data Site”) and a portal, which are operated by QinetiQ
erce Decisions and are known as “AWARD”. The Data Site contains, in

Data AWARD
The ment has established a web based data site for the East Anglia
ch
0

\e ectronic form, documents and information specifically relating to the East

3.9
3.9.1

Anglia 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.

Bidder Clarification Questions

All Bidder clarification questions ("BCQ”) and requests for additional information
relating to this ITT, the East Anglia Franchise and the Franchise letting process

15



must be submitted by Bidders via the AWARD website. BCQs should be
accompanied by an explanation of why the relevant question has been raised so
that the Department understands the context of the question. BCQs should
clearly identify the Data Site folder, document and text for which clarification is
being sought.

available, will only be provided to Bidders through the AWARD website,Og

Bidders have submitted BCQs on the AWARD website a unique claffication
guestion identification number will be generated. Bidders will be able ack'the
progress of each BCQ that is not designated confidential throu e ARD

website, including BCQs raised by other Bidders.

3.9.3 The Department will transmit to all other Bidders (witho feremce to the identity
of the Bidder which submitted the question) BCQs ra responses made,
with the exception of those deemed confidenv‘ rovided in the next

paragraph 3.9.4.

3.94 A Bidder may request that the Departme a BCQ and its response as
confidential. Confidential BCQs are B re the questions are not made
available to other Bidders and the re will only be shared with the Bidder

must be made clear at the time of

raising the BCQ. Any such ret%h
submission of the BCQ. ThE Dep ent will advise the Bidder in advance of

3.9.2 The status of all BCQs raised by each Bidder, including responses w:n

providing the answer if ers that all or any part of the BCQ cannot be
treated as confidenti se that question. The Bidder may either submit an
amended questio ated as confidential, which would be considered by
the Departmenlv ame manner as the original question, or raise a new
guestion to?re ed as a non-confidential BCQ.

3.95 Bidderg ensure clarity as to the expected source, scope and format of the
ma Q@ ested pursuant to a BCQ (e.g. passenger count details by period,

ice group for the last year).

3.9.6@e epartment will aim to respond to BCQs expeditiously having regard to the
ndture, extent and availability of the information requested. The Department will
endeavour to respond to BCQs within 15 working days from receipt.

Bidders should be aware that BCQs may not be accepted from 20 working days
prior to the closing date for Bid submission, save in respect of new information
provided after this point. Therefore the last date for the submission of BCQs for
the East Anglia competition will, in the absence of any extension, be
19 November 2015. Any BCQs received after this point will only be accepted at
the sole discretion of the Department.

16



3.9.8 Before submission of Bids, Bidders will have the opportunity to meet with the
Department and discuss any points of clarification that are appropriate and
necessary in order for Bidders to prepare their Bids. If, however, Bidders are
seeking to rely on any of the information or indication or view imparted during a
meeting, they must subsequently submit a BCQ and may rely only on the
response provided to that BCQ and not on any information or indication or view
imparted during a meeting. In the event that any answers given in that pro%
or any information or instructions given in any draft documents conflict
information or instructions given in this ITT then the terms of this ITT evafl.

3.9.9 No other notes and/or records of such meetings form part of this{ITTh an®@unless
confirmed in this way, information or views given by the Departpent at the
meetings shall not be relied upon in the preparation of an

3.9.10 Where a Bidder believes that there is any inconsisten n any documents

or information (or ambiguities in those document d by the Department
tRe bidding process it should

to Bidders or their Associated Entities as part
seek to clarify the point through the § pracess rather than make an

assumption in its Bid in relation to such

3.10 Transparency and Freedom of % n

3.10.1 Bidders should refer to sectjon 3.12%ft the Pre-qualification Process Document
for information relating totranSparency and Freedom of Information, and should
note that the Departmen place a copy of the ITT in the public domain at the
same time as it is I Bidders, with redactions where appropriate.

3.10.2 In submitting th ids”in response to this ITT, Bidders are invited to identify
which part ny, of their Bid are provided to the Department in confidence or
are co ally"sensitive or which may be subject to any other provision of the
Free formation Act 2000 ("FOIA") or the Environmental Information
Regulat 2004 (“EIR”), such that they may be exempt from disclosure under
F and/or EIR. Bidders should provide reasons why such information should

t be disclosed in response to any request and an estimate of the period of time

@\during which the Bidders believe that such information will remain exempt from

disclosure.

3.11 Competition matters

3.11.1 Depending on the identity of the Bidder, the award of the Franchise may
constitute a “relevant merger situation” under the Enterprise Act 2002 (“EA02")
as amended by the Enterprise and Regulatory Reform Act 2013 (i.e. one over
which the Competition and Markets Authority (“CMA”) would have jurisdiction), or
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a concentration with a European Community dimension under the EU Merger
Regulation (Council Regulation (EC) N0.139/2004) (“EUMR”), which would be
required to be notified to the European Commission (“EC”).

3.11.2 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 giving the CMA, or EC (as appropriate) ¢ %
subject the award of the Franchise to a substantive (second phase) investig
this might prejudice the timing of the Franchise process and/or the
Bidder to operate the Franchise as Bid. The CMA and EC also have the power
during a first phase investigation to accept remedies inforder address
concerns that would otherwise require a second phase in igation.

3.11.3 Generally, a transaction with a Community dimension @-&be completed until
of a relevant merger

clearance has been obtained under EUMR. In th
situation under EA02, the CMA may impo@ erim order preventing any
Sti

action that might prejudice its second phas tion and/or impede the taking
of any remedial action that may be requireghi ect of the award of the Franchise.
It is therefore important for the Dep engto be able to understand the impact
of any potential intervention anéh afy substantive issues (especially if such
intervention may involve a secorbﬁ se investigation) by the CMA or EC in
scrutinising the Bids of each Bidder.

3.11.4 Each Bidder is therefgre ired to confirm in its Bid:
i. Whether the a f the Franchise to it would require notification to the EC
under EUMR if so:

(@) he Bidder proposes to request pursuant to Article 4(4) EUMR
he transaction is referred back to the CMA for consideration and
w it views the prospects of such a request being accepted; or

(b)Y in the alternative, the likelihood of the CMA requesting referral back of
the case to the UK;

@\ii. The Bidder’'s reasoned analysis of the likely competition assessment of the

transaction, including its assessment of the prospect of clearance in the first
phase of any investigation by the CMA and/or the EC (as applicable) together
with a description of the analysis undertaken and evidence reviewed by the
Bidder in carrying out such assessment;

iii. The strategy which the Bidder will adopt to minimise any delay or substantive
issues which will be caused by the need to obtain clearance from the CMA or
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EC 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:

(a) Explain how it proposes to approach pre-notification discussions with
the CMA or, as the case may be, the EC, to ensure the notificatiopsis
complete and that all necessary supporting evidence is included; %

(b) Confirm that it will co-operate fully with the EC and/or the
their investigations, in particular by responding pr
requests for information;

(c) Explain whether or not the award raises any petition concerns
including taking into account any existin ivities of the Bidder
including any tenders;

(d) Confirm the Bidder’'s, and any of itg, Affilat€s’, willingness to offer
undertakings or commitments to thie,C the EC in order to avoid a
second phase investigation, a_deSeription of the nature and extent of
any such undertakings thg Bidder would be willing to offer, and its

reasoned analysis as undertakings or commitments are
likely to be accepted by MA or the EC. If the Bidder considers
that it would noh, be *fequired to offer such undertakings or
commitments, bidder must provide its reasoning supporting
such concl

hatsany such undertakings or commitments given would not

(e) Confir
[ ct'en the ability of the Bidder and/or any of its Affiliates to operate
UK rail franchise of which it is the franchisee, or to the extent

would, a detailed assessment of such impact;

< )e
rovide 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

(g) 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 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.
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3.11.5 The Department reserves the right to engage with the CMA and it is possible that
as part of this on-going dialogue the Department may wish to disclose to the
CMA some of the merger control strategy submitted by the Bidder. In addition,
the Department notes that a paper prepared by a Bidder setting out merger
analysis and strategy may potentially be disclosable to the CMA as part of the
information to be provided by the parties during the CMA’s merger review
process.

elements of a Bidder's merger control strategy may be prej o the
commercial interests of that Bidder. To deal with this issue, the artment
suggests that Bidders consider preparing all or part of their %rateg In the form
of privileged legal advice. This advice could be provideeyto Department on
the basis that the Department will treat it as confide privileged and will
not forward it to a third party without the prior of the Bidder. If the
Department wishes to discuss with the CMA an,el€ment of a confidential and

3.11.6 However, the Department acknowledges that early disclosure&n
|

privileged merger control strategy it will first discuss this with the Bidder, with a
view to seeking the Bidder’s consent t isclosure in a form that minimises
any potential prejudice to the comme% rests of the Bidder.

3.11.7 If a Bidder wishes to follow this% ach, the Department requests that the
Bidder:

I. Restricts the infor, nhich is included in the confidential and privileged
legal advice to h is most sensitive. Information which is likely to be
provided to t?m etition authorities with the merger notification should not
fall into category;

ii. Ma confidential and privileged advice as follows: “Confidential and
r @n legal advice — not to be circulated or disclosed”; and

ubmits a shorter standalone high-level note marked as “disclosable” which

y 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.

3.11.8 All of a Bidder's competition strategy will be considered by the Department,
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
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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 there is any change
in the circumstances from the position as outlined in their Bid which may affect
the competition clearance process (for example, if the Bidder acquires or divests
another transport operation which is relevant to the competition assessme
the Franchise award). If Bidders fail to do so, their Bid will be deem

non-compliant. Q

3.11.11 If a Bidder does not provide to the Department sufficient evidence to satisfy the
Department that a CMA or EC intervention (including a “phasg two” atervention)
will not prejudice the ability of:

i. The Bidder to commence operation of the Fran% the Department’s
proposed Start Date;
ii. The Bidder otherwise to operate the Fran@ ccordance with its Bid; or
iii. Any Affiliate of the Bidder to comm eration of or continue to operate
any other UK rail franchise of whi isthe franchisee,
the Department, acting reasonabl3§ rves the right to disqualify that Bidder.
3.11.12 Without prejudice to paragrapl 3.11711, the fact that a Bidder’s Bid is subject to

EUMR clearance or t ay result in a longer competition clearance
process will not of its egarded as a negative factor in evaluating the Bid.

3.12  Regulation (E(?@ 07
3.12.1 Pursuant icl® 4(1)(b) of Regulation (EC) 1370/2007 the Department must
al the Franchise Agreement to be entered into with the winning Bidder
ult in the overcompensation of the Franchisee for the purpose of the

3.1 e Department will review one or more of the leading Bid(s) to ensure that such
Bid(s) will not result in overcompensation for the purposes of Regulation (EC)
1370/2007. It is anticipated that this review may include, without limitation the
following:

I. Confirming that the relevant Financial Templates have been populated
correctly;
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3.12.3

3.12.4

3.12.5

3.13
3.13.1

3.13.2

ii. Assessing whether the Bid suggests that the Franchisee will be engaging in
commercial arrangements which are inconsistent with normal market practice
or market rates (including as a result of trading with Affiliates); and/or

iii. ldentifying whether there is any information that is contained within the Bid
which indicates either that the operation of the profit share mechanism in the
Franchise Agreement will be distorted, or that the Franchisee will e
otherwise overcompensated.

As part of the review described in paragraph 3.12.2 the Departm"Wo

consider whether it is appropriate, and reserves the right, 2 " any
amendment(s) to the profit share thresholds in the Franchise Agréemept, or take

any other steps which, in its discretion, will remove the eleément(s) of
overcompensation identified in the leading Bid(s).

may request in relation to the review described i raph 3.12.2.

The Department will not award a Franchi ch, in its view, will involve
overcompensation of the Franchisee, i of the Department’s obligations

under Regulation (EC) 1370/2007.

Bidders must provide the Department with such i:rm jon as the Department

Change to information or circu% ces

Bidders should note that agraphs of the FLPA and the Pre-qualification
Process Document dea ith changes to information and circumstances,
including changes hip or conflicts of interest, continue to apply.

The Departmen?\arry out the Tests described in subsection 6.10 (Updating

of PQQ fi | and economic standing tests and submission of updated bond

provid s)) on receipt of Bids for all Bidders, and immediately prior to the

aw Franchise for the leading Bidder, on the basis of the most recent
formation.

B.Griaﬂons to the Franchise Agreement
Bidders’ attention is drawn to the variation provisions in paragraph 1 of

Schedule 9.3 (Variations to the Franchise Agreement and Incentivising Beneficial
Changes) of the Franchise Agreement and the ability of the Secretary of State to
amend the contracted Train Service Requirement. The Secretary of State
reserves the right to require variations to the Franchise Services and/or the
manner in which Franchise Services are required to be delivered, and any
consequential changes to the Franchise Agreement, acting in compliance with
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3.14.2

3.14.3

3.15
3.15.1

law. The Secretary of State may also require variations to other contracted
provisions or outputs, acting in compliance with law.

In particular, variations may result from changes to the specification or timing of
committed projects affecting the East Anglia 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 professigaal
operator of the East Anglia Franchise could, in all relevant circums
reasonably be expected to be able to deliver and will be generally consistentwi
the overall scope of the East Anglia Franchise proposition taking into the
need to be able to vary the nature, quantity and manner of delivery=of East
Anglia services in response to circumstances relating to tRe de pment of
railway infrastructure and services and other relevant fi |, economic and
technical developments and the implementation of rail @A

Given the duration of the East Anglia Franchise) e strong likelihood of
economic, social, budgetary and operational Ci stances changing over a
period of nine years, the Department belie ' ely to make variations to the
Franchise Agreement during the Cor: Ise Term and any Extension
Period. In order to provide an in lveNfor the Franchisee to develop and
implement such changes, it may ropriate for the Franchisee to receive a

reasonable level of financial benefi any financial benefit arises from such
changes. It may also be ropriate for the Department, or other parties such as
Network Rail, to share s enefits with the Franchisee.

Form of Tender

Bidders are u include in their Bids a Form of Tender in the form set out
in Attach rm of Tender). For the avoidance of doubt, any amendments

to the Tender will mean that the Bid is deemed non-compliant, and the
isiogs Of subsection 3.5 (Non-compliant Bids) of 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

4.1.1 Bidders are reminded that they are expected to stand behind all aspect{c%@
Bids. In particular Bidders are referred to subsection 4.13.3 (Contracti .
ns, B

4.1.2 The Department expects to receive Bids that contain no qualifi% idders
shall not propose amendments to the Franchise Signature§iDocuments (other
than to fill gaps denoted by the drafting note ‘Bidders tQ.p0 te’), including by
proposing their own Secretary of State Risk A ions or any other
contractual amendments which seek to transfer ri omythe Franchisee to the
Secretary of State. For the avoidance of doubt, llure by a Bidder to comply
with the requirements of this paragraph 4. halljmean that the Bid is deemed
non-compliant, and the provisions of s .5 (Non-compliant Bids) of this

ITT shall apply.
4.2 Franchising timetable and proc%a

cess for appointing the Franchisee together with
t out in Table 4.1 (Franchising timetable) below.

4.2.1 The remaining stages of the
their indicative timings, &

Party Responsible Planned Date

Bidders 17 December 2015
The Department From 17 December
and Bidder(s) 2015

the
\ eparation for commencement of Franchise Franchisee June 2016 — October

2016

Start of Franchise Franchisee 16 October 2016

4.3 Structure and format of Bids

43.1 Bidders are required to provide the material set out in Table 4.2 (Structure and
format of Bids) below when submitting their Bids.
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Table 4.2. Structure and format of Bids

Submission

Size limit

1 Main text

Requirements

Delivery Plan 0 (Bid Summary) One electronic copy 20 pages
submitted through maximum
AWARD
One un-priced electronic
copy submitted through
AWARD
One electronic copy
submitted in CD fogmat
One un-ptj
copy in
Delivery Plans 1-3 as required by Section 5 tronic copy 850 pages
(Detailed Bid submission requirements — tted through maximum
Delivery Plans) WARD including
One un-priced electronic annex:s and
copy submitted through appendices
AWARD. Bidders can
choose to redact some or
all prices at their election
in the unpriced version.
The unpriced version will
be shared with
organisations producing
specialist reports.
One electronic copy
submitted in CD format
One un-priced electronic
copy in CD format
2 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
. Microsoft
One electronic copy
submitted in CD format Excel
workbook
PDF of worksheets of (See
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Part

Areas

Submission

Requirements

Tier 1 Operational
Models that directly
interface with the
Financial Model or other

Size limit

Section 6

(Detailed Bid
submission
requirements

Tier 1 Operational — Financijal))
Models (note: it is only
the interface worksheet
of each Tier 1
Operational Model that j
required); one electro
copy of these PDRifiles
through AW d one

PDFs of the populated financial templates; None

Record of Assumptions, required by

subsection 6.5 (Record of Assumptions);

Operating Manual, required by subsection 6. i )

. ) bmitted in CD format

(Operating Manual);

Modelling Best Practice Confirmation,

required by subsection 6.8.2 (Mod est

Practice Confirmation);

Financial Structure a Plan,

financial adviser's rantee and

Bonding, requi ection 6.9

(Financial

pdate of financial information to update

Financial tests, required by subsection 6.10

(Updating of PQQ financial and economic

standing tests (the “Tests”) and submission

of updated bond provider letter(s)); and

ROSCO term sheets required by paragraph

5.3.2.10(iv) (Sub-Plan 1.2 Fleet

Strategy - evidence that Bidders should

provide).

3 Technical Data
The following details should be submitted in One electronic copy None
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Part Areas Submission Size limit

Requirements

support of the main text of the Bid submitted through
submission: AWARD
e Asrequired by paragraph One electronic copy

5.3.1.10(vii)a technical annex setting | submitted in CD format

out:
O Any proposed new Timetable

Planning Rules, or changes
to the existing rules, that hve
been assumed (with
supporting rationale,
including any views obtained

from Network Rail); \
0 Any proposed flexing of other
passenger operators' v

services that has been
assumed (with an
explanation of why this
flexing is considered to b
achievable); and

0 Any changes to th ork
Rail Enginegering Ss
State ave been
assu gain with
S evidence,

ing any views obtained
Network Rail).

arked-up version of the TSR as
equired by paragraph 5.3.1.10(viii)

A Train Plan, including all day train-
by-train forecasts of passenger
loadings on weekdays, covering each

year of the Franchise Term as
\ required by paragraph 5.3.1.10(x)
e Full public timetables and full working

timetables as required by paragraph
5.3.1.10(xii)

e A platform occupancy chart for
Liverpool Street station as required
by paragraph 5.3.1.10 (xii)

e Versions of MOIRA that have been
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Part

Areas

used to populate the revenue model
populated with the public timetables
that have been included in the
revenue forecast as required by
paragraph 5.3.1.10(xii)

¢ A MOIRA.SPG file that contains the
assumed EA services for each
proposed public timetable as required
by paragraph 5.3.1.10(xii)

e Rolling stock diagrams in Word
format, for a typical weekday,
Saturday and Sunday for each
timetable required by paragraph
5.3.1.10(xii)

Submission

Requirements

Size limit

Legal and compliance

Versions (clean and redline mark up against
the version of each agreement provided
this ITT or, if subsequently amended}
latest versions uploaded to AWA each
of the Franchise Agreement, the Fun@ding

Escrow Agreement al
to be signed as p ard of the
Franchise (tog

e statements as required by
3.5 (Non-compliant Bids)

ent of competition matters as required
subsection 3.11 (Competition matters)

FOIA statement if submitted in accordance
with subsection 3.10 (Transparency and
Freedom of Information)

A completed Form of Tender as required by
subsection 3.15 (Form of Tender)

electronic copy
bmitted through
AWARD

One electronic copy
submitted in CD format

None

Schedule of Initiatives (as required by
subsection 4.13.3 (Contractualisation))

One electronic copy
submitted through the
AWARD

None
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Part Areas Submission Size limit

Requirements

One electronic copy
submitted in CD format

4.3.2 Table 4.3 lists the Agreed Form Documents required as part of the Deliy€
Plans and Section 6 (Detailed Bid submission requirements - Financi @

states whether these documents count towards the page limit of the n@

4.3.3 For the avoidance of doubt, Agreed Form Documents which of a
Sub-Plan should be submitted as an embedded Appendix tothat S lan and
referenced where relevant.

Table 4.3. List of Agreed Form Documents that form part of the Delivery Plangfand section 6
Agreed Form Documents ITT Section (where applicable) Included within
page limit?
Train Services Sub-Plan 1.1 (Train'Services) No
Station Social and Commercial | Sub-Plan 2.14{(Statief = Yes

Development Plan

Draft Station Asset Sub-P§2. (Stations) Yes

Management Principles —
Exemplar Stations

Passenger's Charter ub-Plan 2.2 (Developing the Market) No

Draft Community Rail% Sub-Plan 2.2 (Developing the Market) No

der Sub-Plan 2.3 (Customer Experience) Yes

Sub-Plan 3.2 (Innovation Strategy) Yes
Section 6 No
Section 6 No

Rage limits, size of text, other formatting

4
4\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 850 pages. Bidders shall provide a table detailing the page count for each
Sub-Plan.

4.4.2 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 Arial of a minimum size of
11pt and the font type will be standard (i.e. not 'narrow’) with minimum line
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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 in
tables will be Arial and of a minimum size of 11pt (standard, not ‘narrow’). There
will be no minimum font size set for graphs.

reformatted by the Department to comply.

444 Not Used. Q‘L

4.4.5 The following elements of the Bid will be outside the page limit:
6 (Deétailed Bid

I. The contents of the financial part as required by Section
submission requirements — Financial) and described i le 4.2 (Structure

and Format of Bids);

4.4.3 Any pages which do not comply with the criteria in paragraph 4.4.2 above, wiiQe

ii. The contents of the technical data part as des¢f i Table 4.2 (Structure

and format of Bids);
iii. The contents of the legal and compliagc t as described in Table 4.2

(Structure and format of Bids);

iv. Covers, section dividers and i di%ere these do not contain substantive
parts of the Bid,; >

v. Letters of support submittethas supporting evidence for a Delivery Plan;
vi. The schedule of decufgents referred to in paragraph 4.4.7; and

vii. Details of pr
intends to

o] haracteristics of new-build rolling stock that the Bidder

s referred to in paragraph 5.3.2.10(ii).

4.4.6 Delivery

20 p
eva

4.4.7 Bidders are required to submit a schedule listing all the documents submitted as
rt of the Bid and confirm whether each of these documents is within or outside

@\the page count limit set out in subsection 4.4 (Page limits, size of text, other

all not fall within the page limit, but shall be limited to
elivery Plan 0 exceeds 20 pages, it will not be passed to

formatting) and confirm that the Bid is no greater than the page count limit.
Bidders must not submit additional or supplementary information which is not
expressly permitted by this ITT or accepted by the Department in answer to a
BCQ. Any additional or supplementary information submitted with bids outside of
the page limit will be disregarded for evaluation purposes.
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4.5
45.1

45.2

4.6
4.6.1

4.7
4.7.1

4 &\nguage

Annexes and appendices

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 included within and subject to the size limits described in
subsection 4.3 (Structure and format of Bids) and 4.4 (Page limits, size of text,

other formatting).
Agreed Form Documents which form appendices to Sub-Plans, as des %

Table 4.3 (List of Agreed Form Documents that form part of the Deli Plans),
will be included within the page limit where specified in Table 4.3 flsi greed
Form Documents that form part of the Delivery Plans). Thes reed Form
Documents will be evaluated as part of the relevant Sub-Rlan and therefore
Bidders do not need to repeat or summarise the conte e Agreed Form
Documents elsewhere within the relevant Sub-Plan. @

The Department's evaluators will follow cr nces to specifically identified
components of other Sub-Plans and of support. The Department’s
evaluators are not required to follow fic general references (for example,
"further evidence on this issue iS\prayided in our Fleet Strategy-Sub-Plan”) or
cross references to elements of t% which are subject to, but not included in,
the page limit providedi bsection 4.4 (Page limits, size of text, other
formatting). Bidders shouldztherefore endeavour to make cross references as
specific as possibl

Bid consistencv
The Dep equires Bids that are presented in such a way that its

eval are able to easily identify Initiatives across the entirety of the Bid,
ing, between Sub-Plans and the Modelling Suite. Bidders should include

Cross referencing v

ir Bids an adequate labelling or identification protocol that enables this.

All 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.
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4.9 Monetary amounts

49.1 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 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 Stegli
will use the closing mid exchange rate published in the Financial Times on the
day this ITT is published.

4.10 Submission of Bids (L

4.10.1 Bidders are required to submit their Bid to the De nt, prepared in
accordance with the requirements listed in Table 4. cture and format of
Bids), and in accordance with the following require tSt

I. Each CD shall be labelled clearly with the Bidd€r's name. The Department
requires that an index is provided for elegtronic information. Electronic
information is required to be save RO the Open XML Standard format

supported by Microsoft Office O%Nor later (but fully compatible with
Microsoft Office 2010. Specif% spreadsheets must be saved using the
or ¥xlsm’

Microsoft Excel ‘xlsx’, ‘xIsb’ file extension and documents as

Microsoft Word ‘docx’ fi

ii. All material whic rt of the "Main text" in Table 4.2 (Structure and
format of Bids) be“provided using Microsoft Word ‘docx’ files;

iii. Unless spec%tated otherwise, documents should only be submitted in
PDF if ,@ aréynot available in their original format. PDF versions should be
seapehable electronically. Where Microsoft Word documents are specifically

.@m d a duplicate PDF version will not be required; and

n-priced electronic copies shall be submitted through AWARD and in
format clearly labelled with the Bidder's name and an index of the
contents of each CD. The un-priced CD should be distinguishable from the
priced electronic copy referenced above. Information is required to be saved
using the Open XML Standard format supported by Microsoft Office 2010
onwards.

4.10.2 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.
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4.10.3

4.10.4

4.10.5

4.10.6

411

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
17 December 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 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 belo%

EA [Bidder name] Delivery Plan [1.1 Train Services] — File X of Y
CD copies of Bids are to be submitted to: (L

Dale Ward 4
Document Manager

Rail Executive - Passenger Services

Department for Transport v

4th floor - Great Minster House 0

33 Horseferry Road

London
SW1P 4DR.

No other documents or information shall be submitted with the Bid. CD copies of
the Bid must be marked ‘CONFIDENTIAL — East Anglia Bid submission in
response to ITT Septemliem2015’. The boxes should not be marked in any way
that would indicate theyl ity of the Bidder. Bidders will be issued with a formal
receipt for both onic copy submissions from the Department at the time
of the submissi eir Bid. It will be the Bidder’s responsibility to ensure the
safe tran submissions to the Department.

uite® on a working day specified by the Department no earlier than 7 days and

4.11.1&; are required to meet with the Department to discuss their Modelling

no later than 15 working days following Bid submission. Meetings will not be
scored and are for information only. 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.
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4.12 Validity of Bids

4.12.1 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.

4.13 Process following bid submission

4.13.1 Bid evaluation @

4.13.1.1 Bids will be evaluated in accordance with the criteria and methodolog ntained
within Section 7 (Evaluation criteria and methodology). The D, will
apply established governance and assurance processes.

4.13.2 Engagement with Bidders and evaluation clarification ess

4.13.2.1 The Department is subject to obligations under EU an ish law, including the
obligations of equal treatment and non-discriminati Subject to this, the
Department reserves its rights to seek clarificatio y form from, and/or to
engage in any other way with, any or all of¢the ers at any time during the
process, including in order to assist in its_consi ion of a Bid.

4.13.2.2 The Department reserves the right 0 tgke any further information received

into account in the evaluation to do so would be contrary to the
Department’s obligations under EU English law, including the obligations of
equal treatment and non-discrifgination.

4.13.2.3 When replying to qu m the Department, Bidders may only respond to
the question posedy y not provide information additional to that requested
in the question.

i A Bid@&Zonse includes information in addition to that specifically

n the question; or

S response purports to correct or would have the effect of correcting

ror in its Bid,
&e epartment is entitled not to consider or take into account in the evaluation
\any such additional information or purported correction provided in the Bidder’'s
response as appropriate.

4.13.3 Contractualisation

4.13.3.1 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.
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4.13.3.2 The Department expects the winning Bidder to deliver everything set out in its
Bid. The scope of these commitments will cover at least the Initiatives and level
of detail that have contributed to selection of the winning Bidder (including, as
appropriate, inputs, outputs and expenditure).

4.13.3.3 Should an Initiative be contracted, and where the Residual Value Mechanism
does not attach to an asset, the Department reserves the right to designatesan
asset as a Primary Franchise Asset to transfer at nil value at the end %
franchise to the successor operator.

4.13.3.4 If elements of the Bid are dependent on factors outside of the Bid '%r | for
which the Bidder is unwilling to be contractually responsible” (¢ tingent
Initiatives”) this should be clearly expressed within the Sub-Plan.¥Contingent

b|ek

Initiatives should be avoided to the maximum extent pgssible:Nf no comment is
made about whether an Initiative is a Contingent In%&e Department will
assume that it is not, and will expect the Initi be contracted on an
unconditional basis (i.e. absolutely and WithomEation).

4.13.3.5 Bidders may not propose the text of Commiite igations as part of their Bids.
For the avoidance of doubt, any text d by the Bidders in respect of

Committed Obligations will not be ta consideration in evaluation or when
of contractualisation required.

the Department is determining the§

4.13.3.6 Bidders may offer commitmehts to fhvest a nominated sum of money to deliver
the required outcome f lan, supported by a specimen scheme, rather
than an absolute cofifnitment to a particular scheme. When scoring Sub-Plans

containing such Initi s, the Department will review and allocate scores for the
bSPlan

extent to which cimen scheme will fulfil the Department’s requirements in

the relev . In the Franchise Agreement the Franchisee will be

oblige nd the nominated sum to deliver either the specimen scheme or

an {:;ieme of equal or better value than the specimen scheme. If the

e t and the Franchisee are unable to agree such a scheme, the

Department retains the right to require delivery of the specimen scheme. Any

\ h schemes should be clearly identified as such in the Bid including the

Modelling Suite. Bidders should refer to paragraph 4.13.3.10 with respect to the
contractualisation of a bidders Sub-Plan 2.3 initiatives as specimen schemes.

4.13.3.7 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.

4.13.3.8 For each Initiative proposed, Bidders should, in their Sub-Plans:
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I. Specify the date by which the relevant Initiative will be completed and, where
applicable, commenced,;

ii. Specify how long the relevant Initiative will be maintained for (in the absence
of any dates being specified, the relevant Initiative will be required to be
maintained from the Start Date to the end of the Franchise Period);

iii. Where it contains a commitment to spend a specified amount
‘expenditure commitment’), clearly set out that amount and what %
expenditure may be counted towards such expenditure commitm su S
capital expenditure, operating expenditure, project managem tc.),
whether the amount is inclusive or exclusive of VAT and the a%by which
the expenditure will be spent;

iv. Include details of any matters which require that th
Initiative, together with details of the impact of the 0
and the identity of any person the Initiative is,de

iative is a Contingent
ce of such matters
on;

rovision of the Franchise
to comply with or perform the

v. Cross-refer (where applicable) to the réleva
Agreement which specifically obliges the Bi
relevant Initiative; and

vi. Cross-refer to the Record of AX ions and Funding Plan.

4.13.3.9 Bidders should also submit @ Schedule of Initiatives, following the example set

out in Table 4.4 (Sched jatives). Bidders must note that the Schedule of
Initiatives must not ything which is not also set out in the relevant
Sub-Plan. As set ‘@ut\in “Subsection 4.3 (Structure and format of Bids), the

Schedule of Initw all fall outside the page limit.

S
S
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Table 4.4. Schedule of Initiatives

Detail required for each Initiative

Name

Sub-plan and section of Bid where detailed

Record of Assumptions reference

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

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

Start date and/or completion date for each component of the Initiati&
3.3

Whether the Initiative is a specimen scheme as per paragra

Whether the Initiative is a Contingent Initiative and wha endencies are

Whether the RV Mechanism is applied and the valu relevant asset at the end of

the Core Franchise Term and any Extension Per

e score awarded to a Bidder for
Sub-Plan 2.3 (Customer Experience hich have not positively contributed
to the scoring of any other Sub-P% ill be contracted as Reserved Obligations
rather than Committed Obligationsasdhitiatives that have positively contributed to
the score awarded to for Sub-Plan 2.3 (Customer Experience), but
which have also positi comtributed to the score of another Sub-Plan, will be
contracted as Corfimit bligations. Bidders should note that, in accordance

with the draftin ranchise Agreement, all Reserved Obligations shall be
treated a cimen schemes. Notwithstanding the treatment of Reserved

4.13.3.10 Initiatives that have positively contribut

Obligation specimen schemes paragraph 4.13.3 of this ITT applies equally to
Rese Qbligations and Committed Obligations.
4.13.4 t to award

4.13 47IN\WVitheut prejudice to the Department’s rights pursuant to subsection 1.9 (Liability
for costs, updates and termination), following completion of evaluation, the
Department will inform the Bidder with the most economically advantageous
tender (as determined in accordance with Section 7 (Evaluation criteria and
methodology)) that the Department intends to award the Franchise to it.

4.13.5 Signature of the Franchise Signature Documents

4.13.5.1 Following notification by the Department that it intends to award the Franchise to
it, the preferred Bidder will be required to sign (but not date) the Franchise
Signature Documents on the basis of such escrow arrangements as the
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4.13.6

4.13.6.1

4.13.6.2

4.13.7
4.13.7.1

Q

Department may require, including the Escrow Agreement. There will be no
award of the Franchise at this point, and award of the Franchise will not take
place until confirmed by the Department to the preferred Bidder.

Announcement to the London Stock Exchange and information to
unsuccessful Bidders

Following the notification to and delivery of signed documents by the pref
Bidder, it is anticipated that an announcement will be made to the Lond
Exchange at 0700 hours on the next morning on which it opens, setti %e
Department’s intention to award the Franchise following the vol Q
period.

On the same date that the announcement is made )Q% London Stock
Exchange, the Department will send to each uns sful*Bidder a letter
confirming that they have been unsuccessful, and rc%\at Bidder’s scores
from the evaluation process, relative to the pr Bidder's scores. The
sending of these letters will commence the yoluntaryystandstill period of at least
10 calendar days. The closing date of od will be identified to the
preferred and the unsuccessful Bidders. partment will invite each Bidder
to a meeting to be held on the sam the announcement is made to the

London Stock Exchange, at which epartment will provide feedback on the
Bidder’s Bid.

ndstill

Voluntary standstill p

The Department jnt to run a voluntary standstill period of at least
10 calendar dayssin réspect of this procurement (although it concludes that it is
not presentlymob to do so by law) and accordingly the basis of such a
standstill hall be as set out in this ITT or as otherwise advised by the

Depa® idders.

N\
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O. Section 5: Detailed Bid submission
requirements - Delivery Plans

51 Introduction

51.1 Bidders are required to submit three Delivery Plans (the "Delivery Plans")y"as
part of their Bids.
it

5.1.2 Each of the Delivery Plans (other than Delivery Plan 0 (Bid Summ is
into a number of Sub-Plans. A list of the Delivery Plans and t lated
Sub-Plans is set out below.

Table 5.1. Delivery Plans and Sub-Plans
Delivery Plan Sub-Plan

0. Bid Summary Not applicable

1. Operational Delivery 1.1 Train Serviges

1.2 Fleet Stra

ice Performance

2. Customer Experience

.3 Customer Experience

3. Franchise Management 3.1 Leadership

3.2 Innovation Strategy

5.1.3 Details of egrtment’s requirements for each Sub-Plan are set out in part
(A) un ach Sub-Plan in this Section 5 (Detailed Bid submission requirements

ans).

or the Department to assess the extent to which each Bid meets, or,
appropriate, exceeds each of the requirements set out in part (A) under

5.1.4
&
\e ch 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. Bidders should
note subsection 4.13.3 (Contractualisation);
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ii. Information which demonstrates the relevance of each Initiative in delivering,
or where appropriate, exceeding the requirements set out in part (A) under
each Sub-Plan;

iii. A statement of the Net Present Values and annual values of revenues and
operating and capital costs associated with each Initiative in respect of which
any of these elements exceeds £1,000,000 in 2016/17 prices in y

Franchise year, along with cross references to the relevant sections
Record of Assumptions; ‘}
ged

iv. Full supporting evidence of how those Initiatives will be resourt%w

and delivered, including a project plan, as appropriate;

v. Details of the risks pertaining to the delivery of tho itiatives, and how

these risks will be mitigated; and
vi. A statement or letter setting out the commiime and, if relevant, any
qualifications on that commitment), views oreomgients of any third party that
the Bidder is relying on in delivering or exégedi ese requirements.
5.1.5 The Department cannot and does not v e prescriptive in all areas about
how Bidders may seek to exceed Department’s requirements. However,

without seeking to constrain innovationin any way, the Department has set out in
part (C) under most Sub-Plans, examples of how a Bidder may exceed the

Department’s requireme se examples are illustrative only and therefore
not exhaustive. Where examples are given, Bidders may still provide
additional Initiativ ote paragraph 5.1.6 below). Bidders should note,

where addition s are proposed, that each one of them must align with

5.1.6 Bidd@ud note that Sub-Plans 2.3 (Customer Experience) and 3.2
Inn Strategy) may score an 8 only on the basis of being a particularly
roBust response that provides excellent confidence overall that the specific

&qwrements of the Sub-Plan will be met. For the avoidance of doubt, such

\Sub-PIans may not score an 8 on the basis that they provide good confidence
overall that the requirements of the specification will be exceeded. The basis on
which such Sub-Plans may score between 6 and 8 (in accordance with
paragraphs 7.3.5.11 - 7.3.5.12) should be construed accordingly. Such
Sub-Plans may not score an evaluation score higher than 8. Bidders should note
that Sub-Plans 3.2 (Innovation Strategy) and 2.3 (Customer Experience) are
capped at a maximum score of 8.
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5.1.7 Details of how each Sub-Plan will be evaluated (including Table 7.3 (East Anglia
marking framework and guidance)) are set out in subsection 7.3.5 (Scoring
methodology).

5.1.8 Bidders must also read the contents of the Franchise Signature Documents
provided with this ITT which contain provisions relevant to meeting the
requirements specified in this Section 5 (Detailed Bid submission requirements,—
Delivery Plans). As part of this procurement, Bidders are not permitted r’%
up the Franchise Signature Documents other than to fill gaps denoted by the

drafting note ‘Bidders to populate’. It is an overarching requirement t idders’
proposals set out in each Delivery Plan and Sub-Plan are compliant™with the
Franchise Signature Documents. For the avoidance of d@ubt, Initiative
contained within a Bidder’s response to this Section 5 (Da% Bid submission

requirements — Delivery Plans) which is non-co @ with the Franchise
Signature Documents will not meet the Depart t'S\equirements, and will
result in a Bid being treated as non-compliantqln Itton such Initiatives, and
any other Initiatives which are contingent thepny will not attract evaluation
credit.

5.1.9 Bidders’ attention is drawn to subsec?d‘ (Cross referencing) of this ITT.

5.1.10 Residual Value Mechanism ;
5.1.10.1 The Department has develOoped esidual value mechanism (the “Residual

Value Mechanism” or “ anism”) to promote investment in assets where
there is a return ov efiod greater than the Core Franchise Term. The
Residual Value me ism may be used to promote investment in Sub-Plans

1.2 Fleet Strate " Stations and 2.2 Developing the Market. In order for any
Bidder to be covered by the RV Mechanism and designated

sset or collection of related assets (such collection referred to here as a
cheme’) proposed, must contribute towards meeting or exceeding the

&
\ requirements of the relevant Sub-Plan set out in Part (A) of that Sub-Plan;

ii. Any asset or Scheme proposed must not exceed a capital cost of £75 million.
The residual value of the asset payable at the end of the Core Franchise
Term may only take account of the capital costs of the asset (which shall only
include the cost of the asset and installation). On-going operating costs and
project management costs must be borne by the Franchisee and may not be
passed on to a Successor Operator;
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Vi.

Vii.

&

iX.

The useful economic life of the asset or each asset comprised in a Scheme
must be greater than the Core Franchise Term remaining at the time the
asset is brought into use;

The Bidder may propose up to five assets or Schemes within its Bid, where
the RV Mechanism is to be used. The total value of all of the assets or
Schemes subject to the RV Mechanism must not exceed £75 million;

Any asset or Scheme proposed shall be delivered and brought into
the end of the fourth Franchisee year, and either generate revenu recduee
costs previously incurred from that time; Q

The transfer value of the asset at the end of the Core Fragchise m will be
calculated based on an assumption that the asset will lly depreciated on
the point at which the
e period equivalent to
or IFRS accounting
Id that period be less than

ansfer is also reflected in the
y deferred tax recognised in the
alculations;

a ‘straight line’ basis over a maximum of 15 years f
asset or Scheme is brought into use, or such shorte
the useful economic life of the asset (usin

assumptions where appropriate to the asset)
15 years. The Bidder should ensure th
capital allowance pool and in respe
balance sheet in the Financial Mo

The asset or Scheme must b§ cially positive (i.e. generate revenue or
cost savings in excess of'the cost of the asset or Scheme, for the avoidance
of doubt a positive %yback) over the maximum of 15 years or such
other shorter peri IS équivalent to its useful economic life and should not
abstract revenu m other Train Operating Companies. In addition, the
remainin re?ﬁlowing the asset transfer to the Successor Operator must
excee trapsfer value calculated in accordance with these instructions
an d in the Bidder's mark-up of the Franchise Agreement referred to
e

idder may propose the use of third party funding to purchase such

sets 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 Agreement. Such funding
must clearly be defined in the Bid;

With the exception of Network Rail Fixture Assets (the requirements for which
are described in the Franchise Agreement), the relevant asset or Scheme
(which for this purpose and without limitation includes all related software
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licences and intellectual property relating thereto) must remain the
unencumbered property of the Franchisee throughout the Franchise Period
and be capable of unencumbered transfer to the Successor Operator at the
end of the Franchise Period (and this principle will apply even where the
asset is funded in whole or in part by one or more third parties). This means
that, with the exception of Network Rail Fixture Assets, assets which are fixed
to property and become the property of the landlord, or any items on ralli

stock which become the property of the owner are not capable of inclusien

the RV Mechanism:; Q

X. The relevant asset or Scheme shall be designated as Pripa nchise
Asset(s) in accordance with and subject to the terms ©f the hechanism
contained in the Franchise Agreement; and

xi. The Bidder must submit the evidence set out in pa .1.10.4.

5.1.10.2 If the Bidder fails to comply with these requiremen espect to any asset or
Scheme the Department:

I. Reserves the right to amend the_marked™Up version of the Franchise
Agreement submitted by the Bidder toxemove any references to the residual
value of the relevant asset(s), a to designate any such asset as a
Primary Franchise Asset; SS

ii. Will otherwise evaluatg_thézBid on the basis that the Initiative(s) associated
with the introduction e asset or Scheme are included in the Bid and will
be committe y the Bidder (subject to paragraph 4.13.3
(Contractualisation)sand

iii. May ta toNaccount the fact that the RV Mechanism will not apply to the

asset ORSC e in all relevant elements of the evaluation (including, without

Iir§ the allocation of evaluation scores and in the Financial
ess Test).

5.1.1& rs must populate the relevant parts of the Appendix to Schedule 14.6
\ sidual Value Mechanism) 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 in paragraph 5.1.10) upon the Expiry Date of the Franchise
Agreement. For this purpose, the Bidder should assume the Expiry Date will be

the date derived from limb (a) of the definition of “Expiry Date” (as the Franchise

Agreement provides for the effect on the transfer value of an extension under
clause 5 of the Franchise Agreement).
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5.1.10.4 Bidders must submit the following evidence in respect of any asset or Scheme
under the RV Mechanism in the Sub-Plan response where the asset or Scheme
is being proposed:

i. Commercial justification of the asset or Scheme using its forecast revenues
and costs, and any non-financial information in line with WebTAG guidance
(though Bidders should note the requirement that the asset or Scheme t
be financially positive over a maximum of 15 years from the point at whi
asset or Scheme is brought into use, or such shorter period equivalent t@ the
useful economic life of the asset should that period be less than 1 sY;

ii. Detailed description and capital cost of each asset or Schemeg, operating
costs and project management costs;

iiil. Demonstration (with supporting evidence) of the | economic life of the
asset or Scheme, which must be greater than e Franchise Term
remaining at the point when the asset is brough e but will not be taken
into account to the extent that it is longer,tha years when calculating the

residual value of the asset;
iv. The terms of any third party funding fomghe asset or Scheme; and

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

5.1.10.5 If the Departm onsiders that the evidence supplied by the Bidder is
justify the inclusion of the asset or Scheme within the RV
e transfer value attributed by the Bidder to an asset, the
ay (but it is not obliged to) seek additional information or

from the relevant Bidder in accordance with subsection 4.13.2

x agement with Bidders and evaluation clarification process).
{ \ livery Plan 0 — Bid Summary

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;

lii. A programme summarising key business activities, including a delivery
schedule which shows the dates of:
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(@) Key actions which the Franchisee needs to take in order to deliver the
principal Initiatives included in the Delivery Plans;

(b)  Any significant events that will affect the operations, costs or revenues
of the Franchise; and

(c) Key risks and how they will be mitigated.

iv. A waterfall chart summarising the changes in revenue and cost %
consequently Franchise premium) between 2017/18 and 2025/26, sfichyt
the impact of any significant Initiatives is highlighted. The cha@l ly
disaggregate factors greater than £10,000,000, and shall [ 16/17
prices. An example waterfall chart is shown below. %

v. Bidders should prepare a priced and unpriced versi elivery Plan 0. In
the unpriced version of Delivery Plan 0 the Bidder ghould redact any possible
inference about bid price including waterfall ts,\subsidy per passenger
mile, generalised statements about Iong@ in subsidy or premium
etc.

Figure 5.1. Example waterfall chart %

v
&

crement Decrement Decrement Decrement Increment Increment Increment 2025/26
1 2 3 4 1 2 3 Premium

8
wu
. Bidders should be aware that the Bid Summary will not be scored, but, subject to

paragraph 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.



5.3 Delivery Plan 1 — Operational Delivery
5.3.1 Sub-Plan 1.1 Train Services

(A)REQUIREMENT

5.3.1.1 The Department requires a Franchisee who will meet the minimum requirements
set out in the Train Service Requirement (“TSR”) in Attachment A (Train Se
Requirement) to this ITT, which include:
i. Until the Passenger Change Date in May 2019, operating ices’ in
accordance with the minimum requirements set out in TSR1;

in accordance with the minimum requirements set out i 2.

i. From the Passenger Change Date in May 2019 onwards,xpera services
5.3.1.2 The Department requires a Franchisee who shall dev@-ﬁ services that are
attractive to passengers within each of the diﬁerer‘v Segments served by

the Franchise through:
I. Maintaining direct journey opportuniti re important to passengers
(including both direct links with Lo iverpool Street and non-London

journey opportunities); v
ii. Providing robust connectionsﬁ terchanging passengers between train

services;

iii. Providing services th timed, as far as practicable, to meet the particular
timing needs of pa ers, such as commuting journeys to and from work or
school; and

iv. Keepin hiRg time and allowances including differentials between public
and _u g timetables to a minimum except where such increases are

ably necessary in order to meet the TSR or other requirements of

s
t W, or to deliver the features of the train service proposals that are
& eneficial to passengers.
5. \ e Department requires a Franchisee whose train services are compatible with
the overall capacity of the rail network, taking into account the Network Rail East
Anglia Franchise CP5 Infrastructure Assumptions, and in particular which are

deliverable alongside other operators’ service patterns described in Part (E)
(Assumptions to be made concerning other operators’ train services) below.

5.3.1.4 The Department requires a Franchisee who will participate fully and actively with
Network Rail to support and further develop infrastructure enhancement
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schemes such as the line speed improvement to achieve journey time
improvements between London and Norwich.

5.3.1.5 In devising their TSR2 tables for Mondays to Saturdays, Bidders shall ensure
that their plans include at least one train in each direction between London and
Ipswich that achieve a journey time of no greater than 60 minutes and at least
two trains in each direction between London and Norwich that achieve a jouraey
time of no greater than 90 minutes. For the avoidance of doubt
requirements do not need to be achieved on the same train on thebd
guestion.

5.3.1.6 The Department requires a Franchisee who, from the Passenger Change Date in
December 2017 to the end of the Core Franchise Term, \providés sufficient

capacity on all train services to accommodate the lev; and they have
forecast in their Bid. For these purposes ‘sufficient ¢ eans that it does
not exceed the Department’'s Crowding Limits (as IBed in Annex B below).

st{extent practicable within the
tructure, taking account of

The Franchisee is required to do this to the gre
constraints of this ITT and of the rail '
committed enhancement schemes detai the Network Rail East Anglia
Franchise CP5 Infrastructure Assu As a minimum the Franchisee is
required to provide the number offgseat§ in Table 5.2: (Standard Seats minimum
provision arriving London L'verp%s reet 0800-0859 hours Autumn 2016 to
Autumn 2018) and 5.3 (StaRdard seats minimum provision arriving London
Liverpool Street 0800-0 urs Autumn 2019 to Autumn 2025) here below:

Table 5.2: Standard se inimum provision arriving London Liverpool Street 0800-0859

Minimum 17,600
Minimum 5,800

Minimum 18,200
Minimum 7,750

A and Stansted Express

The requirements for Bidders to provide detailed crowding modelling are set out
in subsection 6.3.4 (Operational Models).

5.3.1.7 The Department requires a Franchisee who will plan train service and capacity
deployment to address crowding pressures from seasonal variations in demand,
and demand due to special events.
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5.3.1.8 The Department requires a Franchisee whose Train Plans and Timetables will
make the most effective use of the fleet solution in order to minimise the extent
of crowding and to avoid crowding being unduly concentrated on particular
services or routes.

5.3.1.9 The Department requires a Franchisee who will provide all passengers with a

Limits in Annex B not being exceeded. A calculation of Passenger €
Capacity and Crowding Limits is provided in Annex A.

(B) EVIDENCE BIDDERS SHALL PROVIDE ! (L

5.3.1.10 In addition to the Minimum Evidential Requirements, Bi ' responses shall

as a minimum deliver TSR1 and TSR2;

cover as a minimum: %
I. The Bidder’s train service timetables, including% d timetables, that will
ii. Rolling stock diagrams for the timetableS\arowvidéed by the Bidder;

staff, including the approach tQ,0 and rest day working, with evidence
to show that this will be sufficie eliver the proposed timetables. Whilst
train crew diagrams woulthassiSt the Department in understanding Bidders’
ability to resource thel ervice plans, there is no obligation to provide
them provided thatBiddersS are able to otherwise demonstrate the robustness
of the numbers o crew proposed;

iii. A full description of the Bidder's plarmfor train crew and platform despatch
)E d

iv. A descripi ny planned subsequent train service or rolling stock changes
propo ing the Core Franchise Term, not reflected in the timetables
pr idders should describe their proposals and their anticipated

@n sufficient detail to assure the Department and Network Rail that
ey® are deliverable following consultation with Network Rail. Revised
&t etables or rolling stock diagrams should be provided where relevant;

v. A plan detailing the approach the Franchisee will take to obtain the access
rights necessary to enable the Franchisee to operate the services necessary
to meet the requirements of the TSR, and any other services that the Bidder
proposes in its Bid;

vi. A plan to deliver any associated projects proposed by the Bidder to enable
their proposed train service to be delivered, including infrastructure
enhancements such as line-speed enhancements, or route clearance for any
alternative rolling stock propositions;
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vii. A technical annex (which is excluded from the page count) setting out:

(@) Any proposed new Timetable Planning Rules, or changes to the existing
rules, that have been assumed (with supporting rationale, including any
views obtained from Network Rail);

(b)  Any proposed flexing of other passenger operators’ services that has
been assumed (with an explanation of why this flexing is consider%

be achievable); and

(c) Any changes to the Network Rail Engineering Access Stm at
have been assumed (again with supporting evidence any
views obtained from Network Rail);

viii. A marked-up version of the TSR (including the ity requirements
contained therein), indicating enhancements to cified requirements
that the Bidder proposes in accordance with thegfurther information provided
in section (D) below, and guidance on h t k up the TSR sheets
provided in Attachment A). The Bidder@ Iso include details of any
specific journey time commitments;

ix. A list of any additions to the sco Routes of the Passenger Services
that would be needed to ope%%idder’s proposed train service. Such

if t

additions are permissible only y have been approved by the Department
in response to a confidentiah BCQ raised by the Bidder, supported by (i) clear

rationale, includin of proposed train services and passenger market
to be served; tQge ith (i) a UK rail transport economic business case.
The BCQ an ing evidence must be submitted to the Department prior
to the e ek 5 from the release of the ITT. The Department will then

deter dvise all bidders of allowable additions, if any, to geographic

Franchise within the subsequent two weeks. A bid that includes

sc'a!
to the scope of the Routes of the Franchise Services that have not
%e\

approved will be treated as non-compliant;

\&A Train Plan, including:
@ (@) All day train-by-train forecasts of passenger loadings on weekdays,

covering each year of the Core Franchise Term and details of any
significant changes to the train service or rolling stock;

(b)  The rolling stock formation assumed in each case; and

(c) How Forecast Passenger Demand compares with the level of capacity
the Bidder proposes to provide on each service.
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Xl.

Xii.

These forecast loadings shall be derived from the Bidder's crowding model in
accordance with Section 6 (Detailed Bid Submission Requirements -
Financial) of this ITT and shall as a minimum identify the Critical Load Point
and the Forecast Passenger Demand at that point;

A brief summary of the approach to crowding modelling, and the principal
strengths and limitations of that approach, indicating which Forecast
Passenger Demands are based on actual count data and which are b @
MOIRAL inputs. Bidders shall demonstrate in their crowding model@
the Crowding Limits are achieved; and

The technical data shall include:

(@ The proposed full public timetables and f rking timetables
(including empty coaching stock movement thing® time and other
allowances and platform numbers for stationsWhere these are specified
in the Network Rail Timetable Planni or a typical weekday,
Saturday and Sunday, supplied in \Wor at, for each timetable that
Bidders are required to submi ragraph 5.3.1.10(ii)) of Sub-
Plan 1.2. Bidders must also p e full working timetable in .PIF
format for a typical weekda day and Sunday for each timetable
required by paragraph 5.3, 10(ii) of Sub-Plan 1.2. As a minimum these
timetables should:

i. Includey
ssenger Services;
CrOssrail services between Shenfield and Pudding Mill
n / Liverpool Street;
0 London Overground Rail Operations Limited ("LOROL")
Q~ services between Cheshunt / Enfield Town / Chingford
and Liverpool Street (on the sections of line between
Cheshunt, Bury Street Jn and Liverpool Street and
between Clapton Jn and Liverpool Street) and between
Angel Road and Stratford;

o East Midlands Trains and Cross Country services on the
sections of line between Peterborough, Ely and Norwich
|/ Stansted Airport; and

o Thameslink Southern Great Northern services on the
section of line between Shepreth Branch Jn and King’'s
Lynn;

il. Provide sufficient information to demonstrate how the
requirements for freight services have been met as detailed in
Part (E); and
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iii. Show the assumptions made in regards to other franchised
services;

(b) A platform occupancy chart for Liverpool Street station;

(c) The versions of MOIRA that have been used to populate the revenue
model populated with the public timetables that have been included in
the revenue forecast;

(d) A MOIRA .SPG file that contains the assumed EA services (D%

proposed public timetable; Q
(e) Rolling stock diagrams in Word format, for a typical we Y, urday
and Sunday for each timetable required by paragrap! 5.3.1.40(i); and

)] Bidders must use the PDFH forecasting fr
paragraph 6.3.4.9.

as set out in

(C) SCORING

5.3.1.11 The Department’'s evaluation of deliver @ he Bidders’ train service
proposals will include consideration of:

I. The extent to which the Bidder’ d timetables comply with the most
recent version of the Timetab l&nning Rules (including Sectional Running
Times (SRTs)) published by Netw@rk Rail at the date of issuing this ITT;

ii. The credibility of evi
Network Rail’s vi
SRTs they hav

vided by the Bidder (including any evidence of
JGstify any departures from these rules, including any
d in respect of rolling stock types for which Network

Rail has not % ed SRTs.
5.3.1.12 For the p 4@»- f assessing compliance with the TSR in the bid evaluation
process;“thezDepartment will disregard any non-compliances that would be
res e timing of a particular train service (in terms of specification within a
i r'time band) were to be adjusted by no more than five minutes. For
ﬁ ple, a service that is scheduled to arrive at a particular station at 0955 may
\ counted towards meeting the specified requirement for the 1000-1559 time
band. 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 TSR requirements about first and last
train times.

5.3.1.13 For the purpose of assessing compliance with the requirement to provide all
passengers with a seat in paragraph 5.3.1.9, the Department will treat plans with
up to five passengers standing on a vehicle at the Critical Load Point to be
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5.3.1.14

compliant, provided if, and only if, the Bidder demonstrates to the Department's
satisfaction that either:

i. It will in practice be possible to avoid that Off-Peak standing by
persuading passengers not to use that train, e.g. through appropriate yield
management techniques or other techniques, whose effects have not
been modelled in the Bidder's loading forecasts; or

ii. Avoidance of such Off-Peak standing is not practicable, e.?t%

platform and line capacity constraints.

would have to be acquired.

iii. That to avoid such Off-Peak standing additional rolling ?ﬂ@urces

The Department will consider any such explanation or de ation provided by

a Bidder in evaluating whether a Bidder's Sub-Plan ain Services) meets
or, where applicable, exceeds the requirements of specification.

For meeting, overall, the above requirements to ceptable standard, Bidders

will score 6 in line with Table 7.3 (East Anglia'marking framework and guidance).

Without prejudice to the generality of ijon 7.3.5 (Scoring methodology)],
[

specific examples of how the above ents may be exceeded are set out
below.
ntal

I. Bids that introduce incre ects of TSR2 in advance of the Passenger

Change Date in May

ii. Bids that, taking t in Service proposition as a whole, generate additional
passenger bene ver and above TSR1 and/or TSR2 by addressing the
needs, prior nd aspirations of passengers and Stakeholders, for

provide additional train services (which could, for example,

proposals to operate services on Boxing Day on parts of the network

lude more early morning or late evening services, or proposals to
& meet evidenced demand for additional services e.g. at weekends or

where there is likely to be significant demand). Commitments to
operate additional services may be made on a time limited or
experimental basis if supported by a commitment to review and report
to the Secretary of State on passenger loadings and associated costs
and revenues, though time-limited commitments will receive less
evaluation credit of this Sub-Plan than equivalent commitments that
apply throughout the Core Franchise Term;
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5.3.1:

(b) They provide new or enhanced direct services between locations
within the Routes as defined in Schedule 1.1 (Franchise Services) of
the Franchise Agreement, which have no such services or where the
current direct service is limited;

(c) For services other than those referred to in paragraph 5.3.1.5, they
provide improved journey times compared to current (May 2045)
journey times for the major passenger flows of the Franchise
particular between London and:

o Colchester; (LQ

o] Ipswich; and

o] Norwich.
(d) They further the objective of achieving c onNtimings between
weekday Off-Peak and weekends;

(e) Bids that implement principles of t% ork Rail Improving

Connectivity study.
For the avoidance of doubt, any propo r new or enhanced services
between locations which have ng_service or for which the current service is
limited may be considered to &x e above requirements only if, in the

Department’s reasonable opinio

(@) There is suffici and to justify such services;

(b) They mateui
abstracti

ase rail passenger volumes, rather than primarily
e from other train operators (whether franchised or

other . a
iv. Bids heyBidder will work with Network Rail and other Industry Partners
to i

whole-industry cost-efficiency (e.g. supporting the reduction of
ach stock (ECS) movements) whilst delivering the train service
oSals set out in Sub-Plan 1.1 (Train Services).

he®Department’s requirements will be deemed to have not been exceeded

ere:

The introduction of incremental timetable enhancements do not significantly
contribute to meeting passenger and stakeholder needs and the delivery of
transport economic benefits;

The early introduction of implementation of timetable changes achieve TSR2
sooner where this would not provide worthwhile enhancements that meet
passenger and stakeholder needs and deliver transport economic benefits;
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iii. The bidder is unable to demonstrate that their proposals are deliverable;

(D) CONTRACTUALISATION OF BIDDERS’ TRAIN SERVICE PROPOSALS

5.3.1.16 The provisions of this subsection apply in addition to the provisions of
subsection 4.13.3 (Contractualisation) and subsection 7.7 (Evaluation impact of
contractual treatment of Bidders’ Initiatives).

5.3.1.17 Except where paragraph 5.3.1.20 applies, at its sole discretion the Dep @
may seek to reflect any feature of the successful Bidder’s train service pfopgsals
in an amended or expanded version of the TSR or in a Committed gation.
However, as a guide (depending on the Bidder’s specific train sem posals)
the Department may seek to contract some or all of the fgllowingfthrough a
Committed Obligation:

I. An associated project necessary to deliver th 'S proposed train
service;

ii. A proposal to increase the passenger ca y of the fleet and/or its
utilisation; and

iii. A proposal to provide train seryvices“at a level over and above that level

specified in Tables 1-24 of TSR2.
5.3.1.18 As a guide, the Department may s to contract some or all of the following
through an amended or expant@ed version of the TSR:

i. The actual numb
from specific

train services the Bidder proposes to operate to and
here this exceeds the requirements of the TSR that
ITT, e.g. a proposed Off-Peak service frequency

xtended hours of the operating day, where the Bidder is proposing earlier

\ first trains and/or later last trains;

iv. Any proposed enhancements to weekend services;
v. Delivery of aspects of TSR2 in advance of May 2019; and
vi. Improved journey times on the major passenger flows of the Franchise.

5.3.1.19 A Bidder may specify in Sub Plan 1.1 (Train Services) that it wishes to retain
flexibility with respect to a specific aspect of its proposed train service and
therefore not to contract it (a ‘Non-Committed Initiative’). In scoring Sub Plan 1.1
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(Train Services), the Department will disregard Non-Committed Initiatives, except
to the extent specified in paragraphs 5.3.1.20 and 5.3.1.21 below.

5.3.1.20 Notwithstanding paragraph 5.3.1.19, to the extent that the Department has any
concerns about a Non-Committed Initiative (including, without limitation,
concerns about the credibility of the Non-Committed Initiative or the credibility of
the plan to deliver the Non-Committed Initiative), and as a result it has conceggs
about any Initiative that is not a Non-Committed Initiative, the Departm
take into account these concerns in the overall scoring of Sub Plan 1.1.

5.3.1.21 For the avoidance of doubt, the Department will take int:(@t any

Non-Committed Initiatives for the purposes of the Financial Robustn JTest.
(E) ASSUMPTIONS TO BE MADE CONCERNING OTHE RATORS’
TRAIN SERVICES

5.3.1.22 Bidders’ proposed train services must be deliverab ide the following train

services to be provided by other operators:
Crossrall

Bidders should assume that the paths fomCrossrail services as provided on the
Data Site are fixed and should th%f their services around them.

LOROL

Bidders should assum
continues to operate

e May 2015 quantum of LOROL services
ut the Core Franchise Term and with the same
characteristics reg ck facing. Bidders may flex these services up to a
maximum of 5 rovided that they can demonstrate that the number of
paths and cRaracteristics remain unchanged and that there is no negative
arounds (i.e. any re-timing does not inject the need for additional
K). Tn addition Bidders may rotate the entire LOROL timetable in both

y

impact on

up to plus or minus 15 minutes.

&
Bidders should time their trains around the May 2015 timetable and state their
assumptions regarding TSGN calls at Cambridge North.

East Midlands Trains ( "EMT") and Cross Country

Bidders should assume that the May 2015 quantum of EMT and Cross Country
services continues to operate throughout the Franchise.

During the TSR1 period, i.e. prior to May 2019, Bidders may flex these services
up to a maximum of 5 minutes east of Peterborough only (i.e. the paths north

55



and west of Peterborough must be left unchanged) provided that there is no
negative impact on turn-rounds (i.e. any re-timing does not inject the need for
additional rolling stock).

During the TSR2 period, i.e. post May 2019, Bidders either take the approach
detailed for TSR1 or may rotate the entire EMT Norwich route timetable in both
direction by up to plus or minus 30 minutes, and also may rotate the entire ers

Country Stansted route timetable in both directions by up to plus or
30 minutes. (t

Freight — GEML Q

Capacity is required for two evenly spaced 75mph freight paths per (in both
directions) between Stratford and Ipswich Yard, except i weekday Peaks.
1tph at 1,600t and timed as 75C8616 and 1tph at 1,20 ed as 75C6612. 1tph
of this requirement shall also fulfil a requirement to pr e, as an alternative, a

path between North Thameside and Gospel Oa est Gate Junction. In
addition, capacity is required for one 1,600t ph freight path between
Stratford and Ipswich Yard (in both directio as 60C6616.

Freight — Between Ipswich and Peterborotigh via Bury St Edmunds

Bidders should provide for the sameg Iefel of 75mph freight paths per day (in both
directions) between Ipswich Yard and)Peterborough via Ely as at the date of ITT
release.

General

Bidders may also ermitted to remove any pathing time in other train
operators’ servi ‘*’ at enables them to fit around existing East Anglia services

r be needed as a result of the Bidder’s revised East Anglia
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Annex A Calculation of Passenger Carrying Capacity & Crowding Limits

Compliance with the Crowding Limit is calculated by examining each train
travelling in the Peaks in terms of passenger load versus capacity at the Critical
Load Point. The result of the calculation of passengers exceeding the Crowding
Limit is summed and expressed as a percentage of the Forecast Load totalled for
each Market Segment and the Peaks. The Forecast Load should be for a Typic
Autumn Weekday. %

For the purpose of the calculation of the Crowding Limits any passenger C
of Total Capacity on a train travelling in the Peaks and any witho Qﬂ a
duration of more than 20 minutes are taken into account. On-train seatin d total
capacity (seats plus allowable standing capacity) is as shown & the Data Site.
Any new interiors proposed by Bidders should be shared with the'®epartment so
that capacities can be determined (total capacity, i.e. se standing, shall

be assessed) on the basis of 0.45m?2 of usable floor sp?g assenger.
Where standing is forecast in the Peaks, the @ duration of standing is
assessed taking account of whether there areNi 0 be sufficient passengers
boarding and /or alighting from the train rmediate station(s) such that
passengers have the opportunity to obtai in 20 minutes of boarding.

Assumptions to be made with regards tp the duration of passengers standing

The data required to establis tual pair of boarding and alighting stations for
each passenger on boar, chntrain is not available. However, it is possible to
establish the minimu n of standing beyond 20 minutes that must have

occurred, giving i the quantum of boarding and alighting at any
intermediate ionS{’ The intermediate boarding and alighting pattern are
assumed in at minimises the extent of long distance standing: for
instance @ 8 alighting at an intermediate station are those who have been on
board t opgest time. Although this represents an optimistic scenario, it does

cajeulate the minimum quantum of passengers who will definitively not be able to
\a seat within 20 minutes of boarding.

R

57



Annex B Crowding Limits

Table 1: InterCity and Great Eastern

2017-2018 2019 - 2021 2022 - 2024 | 2025
Morning Peak or Evening | 3.5% 4.0% 4.5% 5.0%
Peak
Across Peaks 3.0% 2.5% 3.0%
Table 2: West Anglia and Stansted Express Q
2017-2018 2019 - 2021 2022 - 2024 2(0&
Morning Peak or Evening | 6.0% 3.0% .

Peak

Across Peaks

4.0%

Table 3: London Peak Services

2017-2018

Peak

Morning Peak or Evening

4.5%

Across Peaks

3.0%

Table 4: InterCity

2019 - 2021 2022 - 2024 | 2025
Morning Peak or Eveningg 4.5% 1.5% 2.0% 2.0%
Peak
Across Peaks 5% 1.0% 1.5% 1.5%

Regional Pe

0.049% | @ e¥r a
o

N

e
nd time period.
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5.3.2 Sub-Plan 1.2 Fleet strategy
Bidders may propose assets to be funded by the Residual Value Mechanism
under this Sub-Plan with the exception of rolling stock.
(A) REQUIREMENT

5.3.2.1 The Department requires a Franchisee that will implement a rolling sto
solution that delivers the train service proposals set out in Sub Plan 1.2 (fran
Services).

5.3.2.2 The Franchisee is required to implement a rolling stock fleet solut%\ delivers
the train services to consistently high standards of rolling) stock¥availability,

reliability and presentation through effective managegagnt, tgaintenance and

improvement of rolling stock assets. As a minimum thQﬁes ensuring that all

rolling stock that forms part of the Train Fleet:

I. Is compatible with the technical and operational constraints of the
infrastructure throughout the Core Franchis m and any Extension Period;

ii. Has an internal lay out and facilitiesNappropriate for the Market Segments

served;

iii. Supports the achievement of th@ operational Performance Benchmarks in
Schedule 7.1 (Perfor ceNBenchmarks) of the Franchise Agreement;

iv. Is of a utility and it nsistent with achieving the customer experience
performance s et out in Schedule 7.3 (Customer Experience
Performancew ranchise Agreement;

v. Meets mimum Wi-Fi requirements set out in Schedule 13.1 (Rail
In tiatives) of the Franchise Agreement from 1 January 2020;

Vi. oon as reasonably practicable been fitted with power sockets, where

chwically feasible (a minimum of one socket per row of seats on each side
the vehicle); and

\vii. Is modified such that any toilets are Controlled Emission Toilets (CET) that do
not discharge effluent onto the tracks and that have sufficient tank capacity
for the Passenger Services to which the rolling stock is to be deployed (taking
account of the intervals between CET emptying) from 1 January 2020.

5.3.2.3 For non-new build rolling stock the Department requires that passengers will
perceive the overall design, internal ambience, condition and facilities, and the
external condition, as being modern, comfortable and comparable to that of new
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5.3.24

5.3.2.5

5.3.2.6

5.3.2.7

5.3.2.8

or nearly new rolling stock unless the Franchisee will replace this rolling stock by
new build rolling stock during the first five years of the Core Franchise Term.

The Department requires a Franchisee who, as soon as reasonably practicable,
is able to measure and monitor fuel use through on train fitment or an alternative
process, and in the case of electric traction, enable the Franchisee to be a
Metered Train Operator as set out in Schedule 1.6 (The Composition of the Tgain
Fleet) of the Franchise Agreement.

The Department requires a Franchisee that will implement a r %
maintenance, cleaning and presentation solution that, in conjuneti h th

rolling stock solution in paragraphs 5.3.2.1 and 5.3.2.2 above and't pot an

o d X

Plan 1.1 (Train Services);

stabling solution in paragraph 5.3.2.6: !
i. Enables and facilitates the Bidder’s train service@tl set out in Sub-

ii. Meets the customer experience performance,tafgéts set out in Schedule 7.3
(Customer Experience Performance) of the FraRchise Agreement; and

iii. Applies continuous monitoring, ass and improvement processes and
technologies to interior and ext@w anliness and presentation, as are
appropriate towards delivering§ le gains in effectiveness and efficiency.

The Department requires a Rranchisee that will ensure provision of a depot and

stabling solution that, junction with the rolling stock solution in
paragraphs 5.3.2.1 a . above, enables and facilitates the Bidder’s train
service proposals t IPSub Plan 1.1 (Train Services).

The Departmen ‘9 Bikes a Franchisee who will manage (where applicable) the

and reliability performance.

D@partment requires a Franchisee who, through its own actions and by
orking in cooperation with Network Rail, rolling stock owners and other relevant

\p rtners, will ensure that its trains are fitted with the necessary equipment and its

5.3.2.9

staff suitably trained in good time to enable the successful implementation of the
European Rail Traffic Management System (“ERTMS”), in line with Network
Rail's implementation plans as set out in the document entitled “ERTMS on
Deployment on the Anglia route" in the Data Site.

The Department requires a Franchisee who will develop a quantified strategy for
improving the energy efficiency arising from rolling stock operations and
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5.3.2.10

maintenance and meet the targets and reporting requirements specified in
Schedule 11.2 of the Franchise Agreement.

(B) EVIDENCE BIDDERS SHOULD PROVIDE

In addition to the Minimum Evidential Requirements, Bidders’ responses shall

cover as a minimum:

6

Vii.

A fleet plan showing numbers of vehicles of each class accompani %
populated version of Schedule 1.6 (The Composition of the Train Fleet) of the
Franchise Agreement with details of the Train Fleet (includi the
composition of the fleet will change in each month during the €Co nchise
Term and any Extension Period, and clear details of the Quantityfand timing
of any rolling stock introduced or cascaded into or out d%ramchise);

Details of the proposed characteristics of any new@wlling stock that the
Bidder intends to procure;
0

For any new-build rolling stock that a Bidder ses to be included within
the Train Fleet, the Bidder must indica within their Bid the date or

dates by which they intend that this ock will become part of the Train
Fleet (the "Target Date(s)"). Bid propose phased entry into service,
h batch of new vehicles. The Bidder's

with different Target Dates f%
Financial Model must be Ensis with the rolling stock becoming part of the
tters

Train Fleetonthe T (s);

. Term sheets (i.e. ) for any rolling stock forming part of the Bidder’s
Train Fleet withi Franchise and evidence to support proposals for new
build rollin including any offer letters from manufacturers, maintainers

and fi S
Deg ion of deliverability of major programmes, including (if proposed)
Risiiment, and the impact on fleet availability during their implementation;
etalls of potential key suppliers on whom the Franchisee will depend to
maintain, clean and (if proposed) refurbish the Train Fleet;

Details of any proposed maodifications to vehicle configuration in the Bidder’s
Train Fleet (e.g. changes to internal layout, changes to the balance of
standard and first class provision if any, fitment of Wi-Fi and passenger
counting equipment), including the seated and standing capacity of the
modified vehicles, and plans for how and when these modifications will be
delivered (any consequent impacts on passenger services should be detailed
in Sub Plan 1.1 (Train Services) and cross referenced here). In relation to
Wi-Fi, Bidders must provide an outline plan for fitment of the necessary
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viii.

X. A depot, stab

on-train equipment and systems, and must explain how the Wi-Fi equipment
will be maintained and operated throughout the Core Franchise Term and
any Extension Period, including plans for hardware replacement where
required due to failure or obsolescence;

Details of how the Franchisee will work with relevant fleet owners to minimise

operational disruption from, and ensure timely completion of, any nece
rolling stock enhancement works required (e.g. compliance with acce

%

requirements in the Railways Interoperability Regulations 2011);

Plans for measuring and improving the environmental perfor ce ofyrolling
stock operations and maintenance, such as in the following aréas

(@)

(b)

()

(d)

(b)

(d)

(€)

Metering and management of energy consump@k:luding plans for

the measurement and verification (M&V) o effléiency measures
adopted,;
Improving energy efficiency (e.g. retrafitti efficiency technology,

supporting reduction of ECS movefgent

Providing a traction energy on trajectory over the course of

the Core Franchise Term xtension Period; and
Measuring and improv% e environmental performance of rolling

stock, depots a stalling locations. Plans should include the

approach to, i ing energy efficiency, renewable energy
generation gyater apd waste management over the course of the Core
Franchi m-and any Extension Period,;

\ing

and train maintenance solution covering the Core Franchise
xtension Period to deliver their proposals in Sub Plan 1.1

ans for the delivery of maintenance that are, as a minimum,
consistent with meeting the operational Performance Benchmarks
specified in Schedule 7.1 (Performance Benchmarks) of the Franchise
Agreement;

Fleet cleaning arrangements;
Management, staffing and quality assurance arrangements;

An explanation of how the train maintenance and stabling proposals
deal with Challenging Circumstances;

Contingency plans in the event that the maintenance or stabling
capacity cannot be secured at the Bidder’s preferred sites; and
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()] How maintenance activities will be optimised and distributed across
depots;

xi. Any proposed depot enhancements, including the rationale for it, deliverability
and how any resulting disruption will be minimised;

xii. Where fleet cascades are part of the rolling stock fleet solution, Bidders shall
set out how the cascades will be managed and what mitigation they w;
use should the incoming cascaded stock be delivered later than hq%
assumed; and

xiii.If the Bidder's proposed Train Fleet includes vehicles that t e of
iIssuing this ITT are in operation, or are planned to be bro gh%peraﬂon,

on another franchise (and see also section 5.3.2.16 Pau.‘&elow):
(@) An explanation of their reasons for being c t that the current or
successor operator of the ‘donor franghiseSwill be able to secure
sufficient suitable alternative rolling %ntinue to operate their

train services to current standards,@

(b) Details of how any cascades i ranchise will be managed;

the Bidder would use should the
delivered later than assumed in the Bid

(c) An explanation of what
incoming cascaded sto%
(bearing in mind the prowsions relating to Cascaded Rolling Stock in

Schedule 2.2 ranchise Agreement) or in an unsatisfactory
condition. ' t include identification of the alternative rolling
stock th er would lease in the event of the Secretary of State

requir% olling stock to be leased back to the donor franchise

% hedule 2.2.
0

5.3.2.11 For , overall, the above requirements to an acceptable standard, Bidders
williscore 6 in line with Table 7.3 (East Anglia marking framework and guidance).
ithout 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. Initiatives to enhance the quality and reliability of the Train Fleet substantially
beyond the requirements set out in section (A) above such that, in the
Department’'s reasonable opinion, the requirements of Schedule 7.1
(Performance Benchmarks) of the Franchise Agreement are likely to be
significantly exceeded;
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ii. Initiatives to deliver full compliance with the accessibility requirements in the
Railways (Interoperability) Regulations 2011 substantially in advance of
1 January 2020;

iii. Initiatives to deliver compliance with the CET requirement in paragraph
5.3.2.2(vii) or to prevent discharging effluent onto the tracks substantially, in
advance of 1 January 2020;

iv. Initiatives to develop, test or implement new and emerging tech
within the Train Fleet, where such technologies have clear potentiw it

the Franchise and its passengers and could be transferable t er rail
market (e.g. modern information management systems such remote
condition monitoring, automatic vehicle inspection a condition-based
maintenance);

v. Air conditioning systems (where technically feasi t are designed to
operate effectively and reliably within the ra ambient temperatures
normally experienced across the Routes;

vi. Proposals to increase capacity for the cark f cycles where a need can be

demonstrated while meeting the passenger-carrying capacity and Crowding
Limits specified in Sub Plan 1. (?ﬁervices);
€

vii. Proposals to reduce cost byb oping innovative rolling stock financing
mechanisms that deliyer etter solution for passengers (but recognising
that Bidders must n sume the provision of any new guarantees under
Section 54 of t s Act 1993);

viii. Initiatives tow whole-industry cost efficiency such as reducing the

impact ling stock on infrastructure;
ix. InitigtiugSyto deliver state-of-the-art customer and operator facilities, services
nehbenefits, through integration of on-board and trackside people / process /
@ hnology solutions, with such equipment and systems being capable of

st-efficient upgrade, such as:

\ (@) Integrated train-to-shore passenger / customer information systems;

(b)  Vehicle loading and passenger boarding / alighting information over
and above the requirements in Schedule 1.5 (Information about
Passengers) of the Franchise Agreement;

(c) Voice communication provision on train crew smart phones / tablets;
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X. Initiatives that go beyond delivery of the Minimum Wi-Fi Service requirements
set out in Schedule 13.1 (Rail Industry Initiatives) of the Franchise Agreement
including:

(@ Improving the Train-to-Internet Connection through the provision of
alternate connection means, in for example areas of poor coverage or
at certain locations such as stations;

(b) Enabling Wi-Fi and internet connectivity to be used by
operational and retail services, to enable customer and p
benefits for example remote closed-circuit television, on-tai
recorder, payments processing etc.;

(c) Working with partners and Stakeholders to secu%ditional funding;
and

(d) Any plans to offer higher bandwidth other services, including
evidence that these plans will not ne Impact on the delivery of
the Minimum Wi-Fi Service Requir out in Schedule 13.1 (Rail
Industry Initiatives) of the Franchis

Xi. Initiatives to reduce, in conjuncti iththe Sub Plan 1.1 (Train Services), the
service impact of fleet performan@€é incidents, network disruption and other
operational challenges;

(D) FURTHER INFORM

5.3.2.12 The provisions | bsection apply in addition to the provisions of

subsection 4.1 C ctualisation) and subsection 7.7 (Evaluation impact of
contractual t t

f Bidders’ Initiatives).

5.3.2.13 ent” may contract as Committed Obligations any Initiatives

sponse to this Sub Plan 1.2, notwithstanding the fact that such

ﬁ’ ion Social and Commercial Development Plan.
5. & en contractualising any proposal for new-build rolling stock, the Department
will incorporate into 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 the rolling stock has been brought
into passenger service no later than twelve months after the Target Date(s);
and
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lii. Provisions to address the financial consequences of the new rolling stock
entering into service sooner than, or later than, the Target Date(s):

(@ That there will be no adjustment to the Franchise Payments in
consequence of the new rolling stock entering into passenger service
earlier than the Target Date(s);

(b) In the event that the new rolling stock does not enter into passe
service until after the Target Date(s), then (without prejudic %
other remedies that may be available to the Secretary of St th t
financial effect of the delay to the Franchisee will be asse net
financial effect of the delay is a saving to the Franchis then the
Franchise Payments will be adjusted in the Secretafy of State’s favour
by the amount of the saving. If the net financi fect\f the delay is an

increase in the cost to the Franchisee, then hisee will bear the
cost; and
(c) The assessment of the net financial gffe take account of:

i. Any liquidated damages that a party is liable to pay to the
Franchisee in relation tg_theNdelay in the lease, maintenance and
other operating costg a or deferred by the Franchisee in
consequence of the de ncluding costs relating to the provision of
depot facilities in%glatioff to the new rolling stock);

ii. Any additionalN\Jlease, maintenance, and other operating costs
reasonab rred by the Franchisee as a result of extending the
lea er rolling stock within the Train Fleet beyond the lease

inpdates specified in Schedule 1.6 (The Composition of the Train
f the Franchise Agreement, or leasing in other rolling stock to

Q stitute for the new vehicles (the Franchisee having used all

reasonable endeavours to minimise such costs);

iii. 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

iv. Any other cost savings enjoyed by the Franchisee as a
consequence of the delay. The operational Performance
Benchmarks in Schedule 7.1 (Performance Benchmarks) of the
Franchise Agreement and the customer experience performance
targets will not be amended in consequence of any delay and the
assessment of the net financial effect of the delay will take no
account of any changes to the payments arising under Schedules
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7.1 (Performance Benchmarks) and 7.3 (Customer Experience
Performance) of the Franchise Agreement that are a consequence
of the delay.

(E) FURTHER INSTRUCTION AS TO ROLLING STOCK REQUIREMENTS

5.3.2.15 This section sets out further instructions to Bidders which, so far as possible, are
aimed at ensuring that Bidders’ rolling stock strategies are compatible with tho,
submitted by bidders for the Northern and TPE franchise.

5.3.2.16 Only the following rolling stock may be proposed by Bidders for incln

the East Anglia Train Fleet:

The rolling stock that is comprised within the East AngliaTra(iket at the

date of issuing this ITT;

Diesel multiple units that are leased by a releva
current Greater Anglia Franchisee at the date
be demonstrably surplus to the requirements 6 t
new rolling stock is being procured t

perator other than the
iNg this ITT but that will
t operator, either because
it, or because other rolling

stock is due to be cascaded to repl
release suitable replacement st

because the Bidder proposes to
the East Anglia Franchise to that
operator which must be cﬁ of delivering comparable or better
performance characteristics a r better level of passengers' satisfaction
with the quality of rollj

Electric multiple u coOmotives, driving van trailers and coaching stock of

any class that eased by a relevant operator other than the current
Greater Angl chisee at the date of issuing this ITT and that either:

monstrably surplus to the requirements of that franchisee
se new rolling stock is being procured to replace it or because

Anglia Franchise to that operator; or

e
er rolling stock is due to be cascaded to replace it or because the
& Bidder proposes to release suitable replacement stock from the East

(b)  Will not be demonstrably surplus to the requirements of that operator,
but the Bidder can demonstrate that it will be feasible for that operator
to secure alternative rolling stock in sufficient time to enable that
operator to maintain the operation of its train services to at least current
standards. Such alternative rolling stock must be capable of delivering
comparable or better operational performance characteristics, and of
achieving comparable or better levels of passenger satisfaction with the
quality of rolling stock. For these purposes the Bidder must demonstrate
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iv.

V.

that it has allowed an appropriate lead time for any modifications that
may be needed to the alternative rolling stock to enable it to meet the
stated operational and quality requirements, for the training of drivers,
and a reasonable contingency margin;

Electric multiple units, diesel multiple units, locomotives, driving van trailers
and coaching stock of any class that are not leased at the date of issuing this
ITT by any Relevant Operator; and

Any new-build rolling stock that the Bidder commits to procure. &

i) and

(iv) Bidders may only include such rolling stock if either:

5.3.2.17 In addition, in respect of rolling stock that falls within paragraph %

The Bidder sets out a fall back strategy to lease altern lling stock which
will deliver the same or better quality and capaci eir preferred rolling
stock to the same timescales and which they vement at no additional

cost to the Department; or

The Bidder demonstrates to the Depart @tisfaction that it has received

an unconditional offer for the rollin in question (i.e. the owner of the

rolling stock has given a clear a equivocal written undertaking that it will

not offer the rolling stock to S der for any other franchise or that, if it
wil

does, the offer to the Bidder take priority over any offer made to such
other bidders).

5.3.3 Sub Plan 1.3 Trai vice Performance

(A) REQUI ?‘

5.3.3.1 The Depar

ntrequires a Franchisee who will, as a minimum:

@v e operational Performance Benchmarks in Schedule 7.1
ofmance Benchmarks) of the Franchise Agreement; and

t in place systems for working with Industry Partners that are necessary to
deliver:

(@) The operational Performance Benchmarks in Schedule 7.1
(Performance Benchmarks) of the Franchise Agreement;

(b) Minimised delay and disruption for passengers; and

(c) Right Time Railway initiatives.
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5.3.3.2

(B) EVIDENCE BIDDERS SHALL PROVIDE

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

I. Their overall strategy for operational planning and management, covering
issues such as: how they will manage and organise their operational control
functions, performance management and business continuity arrangemer%

ii. For each performance Initiative proposed, how the Initiative will cont e
the Franchisee delivering or exceeding the operational ce
Benchmarks in Schedule 7.1 (Performance Benchmarks) o% chise

Agreement, including:
(@) Problem identification; 4
(b) The approach to the proposed solution; and

(c) Evidence of the scale of the impact on per e;

iii. How the Franchisee will minimise the 4mpa f delay and disruption to
passengers as a result of engineeri d Challenging Circumstances

on the provision of train services, including by

(@) Maintaining the provisio f§l| services (for example by working with
Network Rail to maximise the scope for trains to continue running while
engineering wotk ofother cause of significant route disruption is
occurring, and/ using suitable diversionary routes where available);

(b) Developi plementing alternative transport arrangements to
ensureVga sengers can complete their journeys when the normal

pl d Services cannot be operated; and
(c) iding a train for as much of the journey as possible and ensuring
alternative transport is planned and communicated; and

analysed, and how this information will be used to make decisions on the

&I etails of how the Franchisee will monitor performance data, how results will

5.3.3.3

priorities for improvement.

(C) SCORING

For meeting, overall, the above requirements to an acceptable standard, Bidders
will score 6 in line with Table 7.3 (East Anglia 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:
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5.3.34

5.4

5.4.1

5411

I. Proposals, including trial schemes or demonstrator projects that are intended
to deliver whole-industry performance benefits or whole industry cost
efficiencies or performance benefits to the Franchise beyond the Core
Franchise Term and any Extension Period; and

ii. Proposals to plan, communicate and deliver alternative transport
arrangements to deliver a significantly enhanced standard of quality or
passengers compared with the standards as at the date of ITT release

For the avoidance of doubt, a proposal to exceed the operational P. %e
Benchmarks defined in Schedule 7.1 (Performance Bench f" the
Franchise Agreement will not be considered sufficient to excée e above

requirements. !
Delivery Plan 2 — Customer Experience Q~

Sub-Plan 2.1 Stations

(A) REQUIREMENT £0

The Department requires a Franch ho will enhance the Station
environment to deliver high quality s% passengers by:
I.  Supporting the achievement ok ustomer experience performance targets

set out in Schedule 7.3 (Custo Experience Performance) of the Franchise

Agreement;

ii. Assuming respgn for the 99-year full-repairing and insuring leases at
Stations inclyeli bridge North where the station is completed,;

lii. Deliveri hey planning, maintenance, repair and renewal obligations in

relatio management of Stations as set out in Schedule 1.7 (Stations)
of @l anchise Agreement;

eting the provision of services at each Station according to the volume

& d characteristics of passengers at the relevant Station;

v.” Making investments that improve the Station environment and facilities for
passengers, including making adequate provision for car parking and access,
improving facilities for interchange with other modes of travel and providing
information to passengers to assist such interchanges;

vi. Implementing and resourcing a Station Social and Commercial Development
Plan in accordance with Schedule 1.7 (Stations) of the Franchise Agreement.
The plan must be for a period of at least 10 years and set out how the
Franchisee will:
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(@) Identify social and commercial development schemes to develop
currently redundant or under-utilised Station buildings and/or facilities
for use by the community and for commercial development;

(b)  Support vulnerable groups' and communities' access to rail, including
those seeking work or recently returned to work, rural communities,
groups and individuals who are unfamiliar with the rail system agd
groups with limited access to private transport, such as young ad %

(c) Consult with customers and the community on the concep
opportunities and risks relating to the Stations and the
investment;

(d) Effectively evaluate, prioritise and develop sagiah and commercial
development schemes taking account of mer¥and community
views;

(e) Implement the social and comme 'awglopment schemes in

accordance with their allocated priofity;

()  Improve integration with othe to provide an easier and more

environmentally sustainabl -1@zend journey, reflecting the principles
outlined in ATOC a SSB document “Guidance on the

implementation of Station vel Plans”, outlining the approach, use of
data and evaluati ources and proposed solutions; and

(g) Proposals fagengaging with local and regional economic development

plans to rvices at the Stations reflect these;
vii. Regularly re%d address Station and passenger security, incidents of
antisogi haviour and crime risk at Stations and on the Passenger

Seypyice applying the principles of community safety in partnership with
% Transport Police (BTP) and other Stakeholders; and

eveloping a dashboard of metrics for Stations or a group of Stations which
idence improvements to managing the cost base for Stations, the Station

&
\ environment, the customer experience performance targets set out in

Schedule 7.3 (Customer Experience Performance) of the Franchise
Agreement, by measuring and reporting annually to the Department on, for
example:

(@) cost for the provision of services at Stations
(b) levels of passenger satisfaction

(c) levels of inclusivity and accessibility
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(d) meeting the community’s needs
(e) environmental performance of Stations; and
()  retail activity.

(B) EVIDENCE BIDDERS SHALL PROVIDE

5.4.1.2 In addition to the Minimum Evidential Requirements Bidders’ responses t
cover as a minimum: %
s

i. Bidders are required to set out their Station Asset Managemenj=Rrin
which will form the basis of an agreed form document within th % sset

Management Plan. It shall incorporate Station Asset Manageme inciples,
including:
(@) Details of how the Franchisee will deliver t nning, maintenance,

repair and renewal obligations in relation to theé¢hanagement of Stations
as set out in Schedule 1.7 (Stations) of?ﬁa chisee Agreement in
tions;

respect of the following Exemplar SQ
i. Ipswich, Ely, Ware, Hatfiel el, Sheringham, Acle

(b) Inrelation to each Exempla tiep, the:
i. Proposed maint% e, repair and renewal activities for each

Station in qgrder to ensure that the condition and capability of
Station Assets are maintained in accordance with the Standard

iii. and over provision of assets at each Station, given
rrent and projected future customer volumes and reasonable
ustomer demands, and proposed enhancements or removals
to accommodate changing customer volumes and reasonable
demands;
iv.  Plans for improving the environmental performance of Stations,
& including where appropriate, plans for:

\ 0 energy metering and data management, including
measurement and verification plans for measures
adopted
lighting and lighting controls

heating and heating controls
auxiliary power uses

other energy efficiency measures
renewable energy generation
water efficiency measures

O O O O O O
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v. Proposals to ensure that delivery of Station Services at each
Station is resilient to periods of extreme weather and minimises
disruption to passengers;

vi. Details of how the Principles of Inclusive Design will be taken
into account in the renewal of the Station; and

vii.  Details of compliance with railway safety obligations, including
a programme of structural assessments to comply with Netwark
Rail Standard NR/SP/CIV/035, or such other equiv%
standard adopted by the Franchisee;

(c) Details of how Bidders will apply the approach described in to
paragraph 5.4.1.2(i) in respect of the Exemplar Stations Wwhén paring
aragraphs

its Station Asset Management Principles as required, unde
1.4 and 1.5 of Schedule 1.7 (Stations) of the Fran€hise Agreement;

ii. How the Franchisee will obtain the Station Asset ent Accreditation
Certificate and meet the timescales for ap?{ f the Station Asset

Management Principles as set out under “gchedule 1.7 (Stations) of the
Franchise Agreement;

xpected costs in order to deliver
2 of Schedule 1.7 (Stations) of the
Franchise Agreement for theﬁ Franchise Term and Extension Period,
including where appropriate an pected cost efficiency savings through the
integrated delivery of mai nce and renewals;

iii. An annual breakdown of the Franch
its obligations under paragraphs

iv. Its Station Social Commercial Development Plan, identifying its initial
view of potentia ble sites at Stations (for example, redundant buildings
and/or faciliti commercial development and/or use by the community;

v. Detail hey will understand and align the scope of Station Services
of Qo e volume and characteristics of passengers using their Stations;

Vi. allgfof proposed internal and external assurance frameworks in relation to
ts management of Stations; and

6 Details of its plans for the handover of its Station Asset Management
Principles and systems, including contemporary quantitative condition
information for Stations, at the end of the Core Franchise Term and
Extension Period, including how it will work with the Department for
Transport, Network Rail and any Successor Operator to ensure continuity of

the maintenance and renewals programme outlined in the Station Asset
Management Principles.
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5.4.1.3

5.4.1.4

5.4.1.5

5.4.2

(C) SCORING

For meeting, overall, the above requirements to an acceptable standard, Bidders
will score 6 in line with Table 7.3 (East Anglia 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:

I. Proposals that identify, and commit to, specific targets for Stations or
of Stations which evidence improvements to the service
Stations, including in relation to specific targets made in
proposals under the dashboard of metrics;

ii. Trials of new technology and innovations to improve mance, customer
satisfaction and efficiency, which include commitm ot o roll these out
across the Franchise (if these meet defined perforigance criteria as agreed
with the Department) and to report to the D nt on the success or
otherwise of any such technology or using a system of key
performance indicators.

(D) CONTRACTUALISATION OF B STATIONS PROPOSALS

The provisions of this subsect pIy in addition to the provisions of
subsection 4.13.3 (Contractualisati and subsection 7.7 (Evaluation impact of
contractual treatment of nitiatives).

The Department m ntract as Committed Obligations any Initiatives
submitted in respo this Sub-Plan 2.1, notwithstanding the fact that such
Initiatives are in in the Station Asset Management Principles or Station
Social and @J cial Development Plan.

QZ Developing the Market

& EQUIREMENT
5. \ e Department requires a Franchisee who will:
[

Understand their customers' needs and wants and devise appropriate product
specifications to grow the Franchise, and generate growth in revenue
(farebox and non-farebox) and passenger travel,

ii. Exploit their skills to develop and implement effective marketing strategies
and plans to promote services and grow passenger demand:
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iii. Use branding to maximise the value of the Franchise whilst having regard to
the overall costs and benefits of branding, including limiting the costs of
de-branding at the end of the Franchise;

iv. Deploy appropriate pricing and revenue management techniques to manage
demand, minimise overcrowding and maximise revenue;

v. Maintain a consistently high standard of product distribution, ensuring th
passengers are provided with widespread and easy access to the fl%

of ticket products, whilst reducing cost of sale;

vi. Exploit partnerships and new technology in relation to ti gng to
benefit passengers, drive efficiencies, and support sustaigable h of the
Franchise; 4

vii. Ensure that information and advice about prod communicated in a

clear and transparent fashion which enablegypaSsengers to access the
information they need to choose confidentlyath st'ticket for their journey,
and to understand the terms, conditionSyan restrictions on the ticket
purchased, across all ticket retailing solu d fulfilment media;

viii.Be a proactive partner with the D tment and other Stakeholders in the on-
going implementation of th programme and meet the relevant
requirements in the Franchise A ment at schedule 5.9 (Smart Ticketing);

ix. Take steps to ensure correct revenue is collected for each passenger
journey, whilst enguri t revenue protection activities are not detrimental
to the custome rence;

X. Provide, in i%nger's Charter, at least the same passenger benefits as
the cu assenger’s Charter;

Xi. Img 2Nty a Passenger's Charter that will include "Delay/Repay"
gepSation arrangements (as defined in the Guidance on Passenger's

er Compensation in the Data Site);

& Actively and consistently promote awareness of passengers’ rights to claim
\ compensation, who will make the claims process swift and simple, including

through the introduction of technology; and

xiii. Adopt a joint approach with and support Community Rail Partnerships or
organisations looking to form Community Rail Partnerships along Routes
operated by the Franchisee by:

(@) Maintaining regular and purposeful dialogue and co-operation between
the Franchisee and each Community Rail Partnership;
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5.4.2.2

(b) Marketing, including the development of a distinct marketing plan and
generating additional travel on relevant services including, where
relevant, exploiting tourist potential;

(c) Providing technical support for timetable specification for Community
Rail Partnerships, including providing appropriate journey and revenue

data;
(d)  Securing, supporting and managing station adopters through @
station adoption scheme aimed at community groups @ n

individuals; and
(e) Encouraging innovative local third party funding app oa@ develop
Community Rail Partnership schemes.

(B) EVIDENCE BIDDERS SHALL PROVIDE
In addition to the Minimum Evidential Requirement rs’ responses shall
cover as a minimum:

i. Details of their approach to growi ' nt market segments of the
Franchise, showing returns on ipvestment in marketing activities, including
specific plans to maximise t of the planned investments in the
Franchise; ’S

ii. Details of changes t eNgatering provisions on train services, if any are
proposed, explaining trategy.

lii. Their strategy f ndihg the Franchise;

iv. A clear, ?& description of the planned pricing strategy and fares
cliding details of any changes planned to the availability of

struct
sp es, and the approach to determining the level of regulated and
n ed fares (in line with the Department’s fares policy);

anchisee will deliver;

« clear description of the ticket retailing opportunities and experience that the

vi. Details of their proposed revenue management techniques, including the
tools the Franchisee intends to use for this purpose;

vii. Details of their assessment of the revenue at risk from ticketless and wrong
ticket travel, and their approach to mitigating this risk; and

viii. Details of any proposed improvements to the Passenger’s Charter and how
these will be implemented, including “Delay/Repay" compensation
arrangements (as defined in the Guidance on Passenger's Charter
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5.4.2.3

Compensation in the Data Site) for all services from the start of the
Franchise; and

ix. Their strategy for engaging with and supporting Community Rail Partnerships
or organisations looking to form Community Rail Partnerships along Routes
operated by the Franchisee as described in Section A. This should include
how their understanding of the routes' potential, and the priorities for eaeh,
will be reflected during the Core Franchise Term. They should supply

version of the first year's Community Rail Report (as defined in parai p

of Schedule 13.1 (Rail Industry Initiatives) of the Franchise Agree

(C) SCORING

For meeting, overall, the above requirements to an accep tandard, Bidders
will score 6 in line with Table 7.3 (East Anglia marking @ ework and guidance).
Without prejudice to the generality of subsection the scoring methodology,

specific examples of how the above requireme e exceeded are set out
below:
I. Proposals for ticketing which are consi with the Department’s aspirations

as set out in Rail Fares and Tieketing; Next Steps. These could include
Initiatives that exploit technol implement, trial or develop innovations
that will materially benefi pas% rs such as: third party retail, greater use
of the internet, con enctechnology, mobile phones, or integration of
audio/visual technology;

ii. Proposals to e opportunities for passengers to buy through tickets that

allow travel ther mode of public transport at one or both ends of the rail
leg of t urney;

i, Pl ork with third parties to grow farebox and non-farebox revenue;
n

ularly innovative approaches to product development and distribution
ich demonstrably lead to revenue growth, reduction in cost of sale, and

/&I
\ improvements in take up and customer satisfaction,

Specific examples of how the Community Rail requirements may be exceeded
are set out below:

i. Proposals that demonstrate a commitment to review and update the
approach to maximise the value of Community Rail Partnerships during the
Core Franchise Term;
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5.4.3

5431

5.4.3.2

Q

& (€)

ii. Focussed proposals to increase ridership from non-users of the Railway,
including Community Rail initiatives;

iii. Proposals which demonstrate particularly strong commitment to the Secretary
of State's Community Rail objectives, for example the provision of additional
funding; and

iv. Proposals that demonstrate that the commitment to community engage
is fully embedded within the organisation, and therefore will not de
the individuals involved nor decay in the course of the Core FrancMQ

Sub-Plan 2.3 Customer Experience ! (L

(A) REQUIREMENT

The Department requires a Franchisee who will meet thg'requirements set out in

Schedule 7.2 (National Rail Passenger Surveys, er Report and CCIF
Scheme) and the customer experience  per nce targets set out in
Schedule 7.3 (Customer Experience Perfor f the Franchise Agreement.

(B) EVIDENCE BIDDERS SHALL P I
In addition to the Minimum Evid% Requirements, Bidders’ responses shall
cover as a minimum:

i. Details of Initiatives deliver a high standard of customer service by
reference to eac e ‘elements (“Customer Service Elements”) listed

below in order eet the customer experience performance targets in
Schedule 7.3 tomer Experience Performance) of the Franchise

Agree

Cust rience
% Satisfaction with the cleanliness of the inside of the train

Satisfaction with connections with other train services
Satisfaction with the provision of information during the journey
(d) Satisfaction with the room available to sit/stand

(e) Satisfaction with the availability of staff on your train

()  Satisfaction with the value for money for the price of your ticket
(g) Satisfaction with the usefulness of information during delays

(h)  Satisfaction with how well the train operator dealt with a delay
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Q

(i)

()
(k)
0
(m)

(n)

(0)
(p)
(a)

(@)
(b)
(©)
(d)
()
(f)

Presentation of Facilities 0
Eh

)
(m)
(n)
(0)
(P)
(@)

Satisfaction with the availability of the alternative transport provided by
the train company if the train service could not continue

Satisfaction with your personal security whilst on board
Satisfaction with your personal security whilst using the station
Satisfaction with the provision of shelter facilities

Satisfaction with the provision of information about train times/pl %
at your station

Satisfaction with connections with other forms of public rom

your station

Satisfaction with the availability of staff at the stati
Satisfaction with the facilities for car parking Q&uion
Satisfaction with the facilities for bicycle pvk the station

Internal cleanliness of ceilings aces inside the train

Cleanliness of internal floor%
Level of litter inside the t%

Cleanliness of train se@ats

e train

Cleanliness @f toiletacilities inside the train

The conditl on board toilets

(g) Geperal\gondition of the train
h)

( Qsﬂ'litter on the platform

% els of litter on the track
é (k
{

Cleanliness of ticket hall floors

Levels of litter in the ticket hall

Cleanliness of public toilets at the station
Condition of public toilets at the station
Condition of platform seating

Upkeep and repair of the station

Condition of roofs/canopies at open air platforms

Ticket buying facilities
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(r)
()
(t)
(u)
(v)

Electronic display screens on the ticket hall/concourse
Electronic display screens on the platform

Clarity of PA announcements — sound

Clarity of PA announcements — speech

Effectiveness of PA language

Staff Performance

(@)
(b)
(©)
(d)
()
(f)
ii. Their
(&)

Staff appearance Q(L
Staff efficiency (L

Staff ownership 4
Staff professionalism Q~
Overall staff interaction

Overall staff performance v

Customer and Stakeholder Engage trategy, including:

How, and using what re the Franchisee will engage with
customers, potential custormers and other Stakeholders (including
persons with reduced mability and persons with other protected
characteristics erthe Equality Act 2010), including on an on-going

basis, to un nd their experiences and perceptions of the
Franchise, a jr priorities for future improvement;

How t nchisee will use the results of customer and stakeholder
e ement to inform business decisions and to improve customer

ces, and how customers and stakeholders will be informed of the
ss made;

iow the Franchisee will develop CCIF (Customer and Communities
Improvement Fund) Schemes in view of customer and stakeholder
aspirations;

The initial draft Customer Report setting out the key commitments the
Franchisee will make to its customers, including commitments that
relate to day-to-day services, how it will act to address problems and
how it intends to improve services, facilities and staff performance in
order to meet the customer experience performance targets set out in
Schedule 7.3 (Customer Experience Performance) of the Franchise
Agreement. It should comply with the requirements set out in the
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Franchise Agreement to provide sufficient information to allow
customers to assess and understand all aspects of the performance of
the Franchise; and

(e) How the Franchisee will update, communicate and publish future
Customer Reports to the requirements set out in the Franchise
Agreement, and improve the transparency of reporting custogaer
experience performance against the customer experience perfo
targets set out in Schedule 7.3 (Customer Experience Performance)
the Franchise Agreement; and

iii. In order to facilitate the Department’s evaluation of the Initia%bmitted,
Bidders must identify which of the Customer Service \Elements will be

supported by each of their Initiatives. The Departm ackpowledges that a
single Initiative or group of Initiatives may ena ivery of a range of
S

Customer Service Elements, and that deliveryv gle Customer Service

Element may be enabled by a range of InitiativeS. Accordingly, Bidders need
not cite a single, dedicated Initiative for Customer Service Element. The
Department also acknowledges tha@y of high standards of customer
service for each Customer Servi ement will require successful delivery of
Initiatives from across the %Sub-mans contained within a Bid.
Accordingly, where a Bidder W%S to cite an Initiative from a Sub-Plan other
than Sub-Plan 2.3 ag_enabling delivery of any of the Customer Service
Elements, the Bidde st Include the appropriate cross reference to the
relevant Sub-Plan cordance with subsection 4.6 (Cross referencing).
lude appropriate cross-referencing where they wish to
rom the Customer and Stakeholder Engagement Strategy. In
nd in addition to complying with subsection 4.6 (Cross
of this ITT, Bidders must explain how the cross referenced

re
' will enable the Bidder to meet, or where appropriate, exceed the
glirements of this Sub-Plan 2.3.

\&) SCORING

For meeting, overall, the above requirements to an acceptable standard, Bidders
will score 6 in line with Table 7.3. In determining whether to allocate an
evaluation score higher than 6 in accordance with paragraph5.1.6 and
subsection 7.3.5 (Scoring methodology), the evaluators will assess only the
extent to which the Sub-Plan is supported by particularly robust evidence that is
in line with the minimum Evidential Requirements in Part (B) and that provides
excellent confidence that the requirements of the specification will be met.

Bidders mu
cite an Initi
either

—+
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5.4.3.4 Accordingly, no credit will be given for Initiatives that provide good confidence
overall that the requirements of the specification will be exceeded. Bidders may
score an evaluation score of up to 8 only for this Sub-Plan.

(D) BASELINE VALIDATION

5.4.3.5 Bidders should be aware that the Department is seeking to hold validation
exercises alongside one or more NRPS waves being run over the course o%
franchise competition. These exercises will provide additional data relat
current performance, and may result in the Department ma%}< jhor

adjustments to the values contained within the “Y1” column i 1to
Schedule 7.3 (Customer Experience Performance) and the col marked
“AMSP” in the Market Segment Minimum Performance sholds contained

is mate, the values in
adjustment. Such
rve the gradient of
ues. The Department will

within Appendix 2 to Schedule 7.3. If such an adjust
the remainder of Appendices 1 and 2 may also
consequential adjustments will serve only ,to
improvement reflected in the earlier, unadjuste

share all data received during these va IQn¢s’ exercises with Bidders and
explain the reasoning behind any adjus For the avoidance of doubt, the
Customer Service Elements will not s a result of these exercises.

5.5 Delivery Plan 3 - Franchise Mana ent

55.1 Sub-Plan 3.1 Leadershi

(A) REQUIREME

55.1.1 The Departme?uires a Franchisee who will maintain a proactive,
i llaborative partnership with the Department and manage its
deliver the aims and objectives of the Franchise, and who will:

disruption to staff and services when making any changes to the

anage the organisation through effective corporate management systems
\ and/or models of excellence; and

lii. Improve the cost-efficiency of the Franchise.

5.5.1.2 The Department requires a Franchisee who has the overall capability to deliver
all aspects of the Franchise, including by:

i. Developing management and leadership skills throughout the Franchise;
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Understanding 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 Franchise;

Monitoring, managing and improving the level of staff engagement, morale,
diversity, equality, health and wellbeing;

Managing contractors and sub-contractors proactively, where it relies on
organisations to deliver or support key aspects of the Franchise; and %

Attracting and recruiting people to the rail industry, includi@ h

apprenticeships, traineeships and graduate schemes. (L

(B) EVIDENCE BIDDERS SHALL PROVIDE

cover as a minimum:

5.5.1.3 In addition to the Minimum Evidential Requirements@s“responses shall

6

V.

Vi.

How the Franchisee will develop its organi t% people and its supply
chain throughout the Core Franchise Te in ing how it will address key

challenges in meeting the customer nce performance targets in
Schedule 7.3 (Customer Expetien erformance) of the Franchise
Agreement, and the operatio ance Benchmarks in Schedule 7.1
(Performance Benchmarks) of th anchise Agreement;

Where the Bidder is sting any material change in staff headcount,
details of the reaso r that change and the way in which it will be
managed, highligh y impacts on operations;

Details of full™ guivalent staff numbers (split between employees and
agency ) By category (i.e. grade), activity (i.e. role), location and average
sala el Tor each grade at the Start Date and at the end of each
F year. Bidders must provide supporting organisation charts to
[ change;

eir approach to managing vacancy gaps including through the use of
outsourcing and agency staff;

Their approach to competence management; and

Their approach to monitoring, managing and improving the level of staff
engagement, morale, diversity, equality, health and wellbeing.

(C) SCORING

5.5.1.4 For meeting, overall, the above requirements to an acceptable standard, Bidders
will score 6 in line with Table 7.3 (East Anglia marking framework and guidance).
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5.5.2

5521

5.5.2.2

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. Proposals which will deliver sustainable improvements in the skills and
competence of the Franchise workforce beyond the Core Franchise Term
and any Extension Period;

ii. Proposals which will build skills and competence beyond the Core Fr,
Term and any Extension Period in the supply chain and/or wi %il
industry; and

beyond the Core Franchise Term and any Extension P

Sub-Plan 3.2 Innovation strategy Q~
(A) REQUIREMENT ?“
wh @

lii. Proposals which will deliver sustainable improvementz to c fficiency

The Department requires a Franchisee

i. Develop and implement an Innovati gy that will support and embed

innovation throughout the Fran is should aid the delivery of the
Department’s objectives for th% chise as set out in Table 2.1 (East Anglia

Objectives); and

ii. Support the delivery il Technical Strategy.

(B) EVIDENCE BI HALL PROVIDE

In addition to trwmum Evidential Requirements, Bidders’ responses shall

provide a imum their Innovation Strategy that sets out how the Franchisee

will e the development of innovative products, services and processes

tha a better customer experience, efficient operation, and reduce
stry costs. Bidders’ responses shall provide as a minimum:

« w the Franchisee will develop its innovation capability, including

leadership, employees, systems and processes, and how progress will be
measured;

ii. How effective techniques will be used for capturing ideas from employees,
passengers, the community, Industry Partners and the supply chain; and

iii. How the Franchisee will partner and collaborate with other organisations,
seeking third party funding where appropriate, in order to assist bringing new
technologies, processes, business models and products to the rail market,
that become viable during the course of the Franchise.
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5.5.2.3

5.5.24

5.5.25

Q

(C) SCORING

Bidders will score 6 in line with Table 7.3 (East Anglia marking framework and
guidance). In determining whether to allocate an evaluation score higher than 6
in accordance with subsection 7.3.5 (Scoring methodology), the evaluators will
assess only the extent to which the Sub-Plan is supported by particularly robust
evidence that is in line with the evidential requirements in Part (B) and
provides excellent confidence that the requirements of the specification wi

met. No additional credit will be given for Initiatives that will generate i
outcomes so that the requirements of the specification will be exceec '
may therefore score an evaluation score of up to 8 for this Sub-Plan.

Bidders should be aware that the Department is piloti ovation account in
the current InterCity East Coast rail franchis nAd\in the Northern and
TransPennine Express rail franchise competitiong f rée years.

(D) BID ASSUMPTION REGARDING THE INNOVATION %UNT
inn

Bidders will note that no drafting is included, Ifythe JFrranchise Agreement relating
to the innovation account and accordin prepare their Bids on the basis
that the innovation account will not b@si ented on the Franchise. However,
the Department may, at a dateNaftéf the conclusion of the pilot, decide to
implement the innovation ac oun% similar mechanism in the Franchise, and
this will be dealt with at rélevant time under Schedule 9.3 (Variations to the
Franchise Agreement centivising Beneficial Change) of the Franchise
Agreement.

v
&

N\
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6. Section 6: Detailed Bid submission requirements
— Financial

6.1 Introduction
6.1.1 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 requirements
subsections 6.3.1 (General), 6.3.3 (The Financial Model), 6.3 INancial
Templates) and 6.3.7 (Generic Model requirements);

ii. Supporting Operational Models prepared in ance with the
requirements described in subsections 6.3 (Gen .2 (Structure of the
Models), 6.3.4 (Operational Models) a .7 (Generic Model
requirements);

iii. The Financial Model and Operational els/being collectively termed the

“Models”;

iv. Supplementary Material prepar cordance with the requirements set
out in subsection 6.3.5 (Supplementary Material); Financial Templates

populated in accordance ith  the requirements described in
subsection 6.3.6 (Fi [ mplates);
v. General modelli umptions are set out in subsection 6.4.1 (General

assumptions to ade);

vi. A Reco sumptions prepared in accordance with the requirements set

on 6.5 (Record of Assumptions);

Vi, r ting Manual prepared in accordance with the requirements
cvibed in subsection 6.6 (Operating Manual);
QI he Models, the Record of Assumptions and the Operating Manual being

collectively the “Modelling Suite”, plus any Supplementary Material as
directed by the Secretary of State (which would not automatically be subject
to Model Audit), which will be placed into escrow if the Bidder is successful

pursuant to Schedule 9.2 (Identity of the Financial Model) of the Franchise
Agreement;

ix. Responses to all of the requirements surrounding Change as set out in
subsection 6.7 (Change);
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Xx. Evidence that the Models have been reviewed in accordance with the
requirements described in subsection 6.8 (Reviews and audit of Models);

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
Bidders were seeking to pre-qualify to bid for the Franchise as desm

subsection 6.10 (Updating of PQQ financial and economic stameing

(the “Tests”) and submission of bond provider letter(s)).
6.1.2 The information submitted pursuant to this Section 6 (Detailed %Dmission
requirements — Financial) will be evaluated in accordan ith the evaluation

lu

criteria. and methodology described in Section 7 ation criteria and
methodology).

6.1.3 Any response submitted which does not com e requirements of this
section may result in the Bid being tréate non-compliant, as per
subsection 3.5 (Non-compliant bids).

6.2 Errors in Models and/or RecordS%sumptions
he

6.2.1 Bidders are required to satisfy t Ives as to the technical accuracy of their
Modelling Suite and S tary Material prior to submission. Where any
element of the Modelii and Supplementary Material is found to contain

partment reserves the right as appropriate to:

S

an error or errors,

i. Evaluate the?hnt element of the Modelling Suite and Supplementary
Materi eceived, in which case the Bidder shall bear the risk of the error

ithin that element of the Modelling Suite and Supplementary
and of any impact that this may have on the evaluation carried out in
rdance with Section 7 (Evaluation criteria and methodology);

rrect the error or errors either itself or through clarification from the Bidder
in accordance with subsection 4.13 (Process following Bid submission), and
then evaluate that element of the Modelling Suite in accordance with
Section 7 (Evaluation criteria and methodology); or

iii. Treat the Bid as non-compliant.
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6.2.2 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:

I. Capture the benefit of any errors in the Department’s favour in revised
Franchise Payments, including recalculation of the variable element of the
Required Guarantee;

ii. Refuse to allow the Bidder to adjust its As Bid Franchise Payments(@
;

errors which go against the Bidder (i.e. result in higher costs r
revenues than reflected in the Modelling Suite as submitted); a

lii. Treat the Bid as non-compliant. !

6.3 Financial and Operational Model requirements

6.3.1 General Y

6.3.1.1 Each Bidder is required to submit and inclg rt of their Bid a Financial
Model, which is supported by Operational nd Required Supplementary
Material as set out in paragraph 6.3.5.1%165 must meet the requirements
described in Section 4 (Explanatio uirements for Bid submission and
overview of process following Biﬁ ission) and this Section 6 (Detailed Bid
submission requirements —<4inaneial). The Modelling Suite must demonstrate
the financial consequen Bidder’'s business and operational plans over
the Core Franchise T, the Extension Period in order that the Department
may evaluate the e extent provided and in accordance with the evaluation

criteria and m ology described in Section 7 (Evaluation criteria and
methodolo

to the Models after Bid submission as a result of the clarification
scribed in subsection 4.13 (Process following Bid submission) or

hefmise; must be clearly logged and traceable, including an audit trail in the
reléyant Model itself, using the worksheet ‘Version Control’ in the Financial

\&mplates.
\@ Structure of the Models

6.3.2.1 An example of how the Department anticipates that Models may be structured is
illustrated below.

6.3.1.2 Any che
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Financial

Record of Assumptions and Operating Manual

6.3.2.2

6.3.2.3

Model
] |
. | Capital
Revenue Operating E Ex er?diture Performance
Tier 1 | Model Cost Model |1 pModeI Model
1
Operation l i
1
al Models Crowding ;
Model i
1
i
fa?l?tlir::;t?s May include |1 Mayinclude
Tier 2 ’ & fleet, staffing, |1 regression
. revenue i .
Operation — . overheads and |} analysisand
protection and 1
al Models . regulated ! performance
car parking et i
models facilities models | ; initiative
i i | ?“ a
| S 1 _JI - e J
--- Sup efta aterial

Figure 6.1. Anticipatea%%lling Suite structure

Whilst the Department b
Bidders to adopt, it i

at this structure provides a logical template for
datory and Bidders may adopt any structure they
choose provided formation required by this Section 6 (Detailed Bid
submission req e — Financial) is included in the format required by
Section 4 laRation of requirements for Bid submission and overview of
process_foll@wing”Bid submission) and the Department is able to evaluate the

Mod cOrdance with Section 7 (Evaluation criteria and methodology).

id e required to include within their Modelling Suite a map illustrating the
content and structure of the Models to aid the Department’s understanding.

.\The Financial Model

3.1

General

6.3.3.1.1 Each Bidder is required to submit with its Bid a Financial Model which:

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
Templates provided to Bidders through the Data Site and listed at
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paragraph 6.3.6.4 and for use in accordance with Section 7 (Evaluation
criteria and methodology). Outputs from the Financial Templates will be used:

(@)

(b)
(€)

(d)

()

(f)

To populate the Franchise Payments in Appendix 1 (Annual
Franchise Payments) to Schedule 8.1 (Franchise Payments) of the
Franchise Agreement. The Franchise Payment table set out in
Appendix 2 (Figures of Calculation of Franchise Payment%

Schedule 8.1 (Franchise Payments) of the Franchise Agr
must be completed in 2016/2017 prices; él

To populate the profit share thresholds in Appendi fit Share
Thresholds) to Schedule 8.2 (Profit Shar chanism) of the

Franchise Agreement;
To populate the AFA and DFR in Ap (Components of AFA

and DFR) to Schedule 8.2 (Prefit are Mechanism) of the
Franchise Agreement;

To populate the Season Ticket Bond value; Q
[9)

To identify and track fundi e available to the Franchisee as
an Agreed Funding C ithgent or Guarantee and populate the
Funding Deed; and

To populate the I&Aired Guarantee value and the Bonded
Guarante the Funding Deed.

ii. Applies consisten an annual basis, in accordance with the Franchise

Agreement, the

dology required for calculating Franchise Payments;

ulations required to determine the Financial Ratio, at the end
see year during the Core Franchise Term and the Extension
ers are to note that this is to be calculated in the Financial Model

Pefioo
.‘ afnualised backwards-only view of compliance with the Financial Ratio

nds) of the Franchise Agreement. All Financial Ratios should account for a

& eseribed in paragraph 2.1(a) of Schedule 12 (Financial Covenants and

full year ended 31 March except:

(@)

(b)

For the first (part) year of the Franchise the calculation should still
be calculated on 31 March but only cover the period from the
Franchise Start Date to the end of that Franchisee year (ie 16
October 2016 to 31 March 2017); and

For the final (part) year, the Financial Ratio should be calculated
from the period between 1 April of that Franchisee year and the
franchise end date (being the Expiry Date of the Franchise, ie the
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Vi.

Vii.

end of the Core Franchise Term or the Extension Period as
appropriate),

For the avoidance of doubt, a Financial Ratio of 1.070 must be met in the
base case Bid without drawing any Guarantee. In all cases, Bidders must
ensure that Modified Revenue and Actual Operating Costs are calculated
consistently with the definitions outlined in the Franchise Agreement;

Shows how the Franchise will be funded over the Core Franchise T?L%

the Extension Period;

Includes all tax computations. Financial forecasts are to incl Qations
of the tax liabilities of the subject company in accordance with a pplicable
tax law. Complete integrated tax computations mu included in the
Financial Model. To the extent that any group, cq tium“or other form of
relief or sale of losses is anticipated this must beNélearly stated within the
Financial Model and Bidders must provide from their financial
advisers, as set out in paragraph 6.9.1.1, confirping that such relief will be
supported by the Bidder's owning gro al and revenue expenditure
and the deductibility of these costs clearly identified along with the
rate of allowances applying to e or pool of capital expenditure. The
Bidder must provide a Ietterﬁ their financial advisers as set out in
paragraph 6.9.1.1, confirging t they have given consideration to the

deductibility of any i ense in light of thin capitalisation rules, World
Wide Debt Cap D@), and other transfer pricing and anti-avoidance
provisions partiéula ere there is significant Agreed Funding Commitment

in the base w rawing of the Guarantee under sensitivities or financial
ro estin

ial information. Bidders are to adopt either UK GAAP (incorporating
3levant transitional arrangements to FRS100, FRS101 or FRS102
ould the Bidder not choose to early adopt) or IFRS but the accounting
basis chosen must be disclosed, consistent and once selected cannot be
changed. If adopting IFRS Bidders are required to explain how the

bustn g;
rQ !! flects the accounting rules under which the Franchisee will report

requirements of future International Financial Reporting Standards have been
included in the financial model, e.g. IFRS 15 Revenue from Contracts with
Customers, and the future IASB standard on leasing;

States default prices in nominal terms and when viewed in real terms, outputs
must be deflated to 2016/17 prices and outputs prior to this period must be
inflated to 2016/17 prices;
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viii. Calculates the GDP and CLE risk adjustment payments in accordance with
Schedule 8.4 (GDP & CLE Adjustment Payments) of the Franchise
Agreement;

Provides output schedules in the format of the Financial Templates; and

Assumes the CP5 Fixed Track Access Charges (FTAC) which reflects the
devolution of services to London Overground and Crossrail. Bidders s

assume the FTAC payment in the final year of CP5 is paim"%

6.3.3.2 Financial robustness

subsequent years to the end of the Extension Period, indexed to RQ

6.3.3.2.1 Each Bidder is required to submit with its Bid a Financial Mxelmincludes

functionality which allows the Department to undert

e Department’'s

Financial Robustness Test as described in Section luation Criteria and
Methodology). Specifically, the Financial Model must:

Include a switch or switches, which do the ng:

(@)

(b)

Freeze Annual Franchise Pa uch that these do not
change when undertaking ncial Robustness Test;

Freeze the base c e%awdown and repayment profile per
the commitment set ot Ih the Bidders Financial Structure &

Funding Plan te: AFC should only be available in the Financial
Model in e with the timing and amount of the

commi set out in the Financial Structure and Funding Plan);
and

the pay out of all distributable profits, in each year of the
Franchise Term subject to the Financial Ratio in that year not
alling below 1.070:1.

the Guarantee, which should automatically be drawn down and/or

repaid in order to meet a Financial Ratio of 1.070:1, up to the value of the
total Guarantee committed in the Bid and Funding Deed but should not be
drawn in the Bid; and

Include a separate input that allows Notional Guarantee, over and above the
total Guarantee committed in the Bid, (with no third party bonding or interest
costs) to be drawn up to the Materiality Threshold (see paragraph 7.6.1.6).
For the avoidance of doubt to the extent that the Financial Ratio is no longer
below 1.070:1 the repayment of the Notional Guarantee must take place
prior to the Guarantee being repaid.
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6.3.3.3 Addressing Franchise Change
6.3.3.3.1 Each Bidder is required to submit with its Bid a Financial Model which:

i.  Accurately executes the calculations as designed, and provides confidence
in its robustness and ability to price Change:

(@) Provides a sufficient level of usability to allow Change scenarios to
be run in a reasonable timescale;

(b) Provides an appropriate level of granularity for populating %e
outputs, and is sufficiently transparent to show Chanl rly;
and

(c) Is sufficiently flexible to form the required basi! for the pricing of
|.

Change.
ii.  In addition, Bidders must in relation to their Finan%e ;
(a) Adopt an absolute sign conventi vtructing their Financial
Model, such that all revenues @ s are positive and all costs

and liabilities are negative;

(b) Provide a switch in thei ncial Model to allow the Financial
Templates to be pfesented in real or nominal terms (where real
terms means nominal values are deflated (or inflated in the case of
historic val RPI to 2016/17 prices); and

(c) Ensureghatthejr Financial Model is self-contained within a single
Micr EXxeel workbook. The Financial Model must be presented

in | terms, with year-ends coinciding with the
Q% hisee year end on 31 March (as demonstrated within the
[

ncial Templates).

6.34 @Q Models
6.3.4.@ perational Models are all those models that contain calculations generating
\I uts 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

Operational Model to another must be provided as part of the Modelling Suite
and its use fully explained in the Operating Manual.

6.3.4.2 Collectively, the Modelling Suite (including Supplementary Material) and Record
of Assumptions should allow the user to track inputs pre-processed externally to
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the model back to the original input values (i.e. the derivation of any
pre-processed model inputs needs to be explained in the Record of
Assumptions), noting that in some cases third party software may produce
"hard-coded" output files (e.g. diagramming software such as VoyagerPlan and
MOIRA). In such cases any relevant input and output files should be submitted.

Change

6.3.4.3 Each Operational Model must: @
I. Include functionality to allow the Department to undertake the D@ 'S

Financial Robustness Test;

ii. Provide an appropriate level of granularity for generating FinawCial Model
inputs, and be sufficiently transparent to show Change ly;
iii. Be sufficiently flexible to allow the pricing of Chan

iv. Accurately execute the calculations as design provide confidence in
their robustness and ability to price Change; a

v. Provide a sufficient level of usability to a ange scenarios to be run in a

reasonable timescale.
6.3.4.4 Each Bidder is required as a min %ubmit with its Bid Operational Models
the following Tier 1 Operational Mo

i. Revenue model;

ii. Crowding model;

lii. Performanc wand
iv. Capital nditure model (which may be included in the Financial Model);

iv.

as deseri in paragraphs 6.3.4.5 to 6.3.4.32, where a Bidder uses sub-models

in Td se must also be submitted and will be Placed In Escrow pursuant to
.2 (Identity of the Financial Model) of the Franchise Agreement.

&%V ue model

Y4.5N This demand and passenger revenue forecasting model must at least
disaggregate demand and revenue into the ticket types and Service Groups
contained in the Financial Templates and the flow types included in the Appraisal
Templates.

6.3.4.6 Any further disaggregation of demand and revenue into more detailed flows or
segments is at the discretion of the Bidder. The revenue model and
Supplementary Material and its associated sub-models in Tier 2 must also show
clearly and apply all demand forecasting input assumptions and parameters and
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their impact on demand and revenue. This will include, but not be limited to, such
factors as:

Vi.

Vii.

viii.

Macro-economic factors (disaggregated into individual factors where
appropriate and consistent with PDFH to the extent required by
paragraph 6.3.4.9);

car (disaggregated into individual factors where appropriate and c
with PDFH to the extent required by paragraph 6.3.4.9); Q i V4

Competition factors, including competition with bus and coach sewices%

. Timetable changes;

Fare proposals and policy that demonstrates compliani v&hedule 5

(Fares) of the Franchise Agreement;

Operating performance; Q~

Service quality;

$\5

Revenue protection Initiatives;

Revenue / yield management Init? nd
Other investments or Initi% (such as station or rolling stock

improvements).

6.3.4.7 The Modelling Suite must™gave functionality to model timetable changes that
have different impact ondays-Fridays, Saturdays and Sundays. For this

purpose, a ver% IRA1 will be made available through either the Data
a

Site or provi D with preloaded PDFH 5.1 elasticity sets. Any deviations
away fr isy” standard setup must be accompanied by supporting
docu jOn as set out in paragraph 6.3.4.9 below.

st submit:

e .spg files containing the assumed Franchise Services, as required by the
relevant bullet in paragraph 4.10.1;

The .spg files for timetable changes to other operators' services assumed by
the Bidder, if any;

The MOIRA1 output files (and any intermediate files which process these
output files) which input changes in demand to the revenue model; and

The version(s) of MOIRAL that have been used to populate the revenue
model, if they do not use the version of MOIRA1 supplied on the datasite.
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6.3.4.9 Bidders must use techniques or models used in the rail industry for constructing
their Bids. The techniques must be consistent with the approaches adopted by
the PDFH. For clarity, Bidders are not required to use PDFH recommended
demand elasticities, but where PDFH has not been used Bidders must provide
evidence to justify the use of alternative assumptions and approaches in
accordance with paragraph 6.3.4.10. If PDFH is used, PDFHv5.1 must be used,
with the following exceptions:

i. PDFHvA4.0 is used for fares; (L:

ii. PDFHv5.0 is used for car costs;

ii. PDFHV5.0 is used for Airport GJTs; and (L

iv. The Department’s mapping of journey purpose/ticke provided on the
Data Site in the document 04.13 NRTS jour ose to ticket type

mapping.xIsx.

recasts and other relevant
Issuance of this ITT, the
ts of demand drivers is provided
2015 DD EDGE inputs (v1.5.1.0)
. If either the PDFH parameters or the
not used, evidence to justify the use of

6.3.4.10 Bidders should bid their own views of exogen
exogenous revenue factors. As at the

Department’s central view of exogenou
on the Data Site in the docume
PDFH5.1_2” (“Exogenous Fore

Department’s Exogenous Fgrecasts ar

alternative assumptions roaches must be provided, in accordance with
paragraph 6.3.5.1. An is Justifying the use of alternative assumptions and
approaches must pe ed in the form of supporting spreadsheets. Bidders

must also prow
analysis papets
publicatio

a

the Bidder or a third party, journal articles from a relevant

tical reports, and indicate the reliability of this source, for
exa . oviding information such as the source, date, author, any peer
rev * place, any assessment of the confidence in the data, techniques

evidence used. The Record of Assumptions must summarise the
x:ss ptions and approaches, making reference to supporting spreadsheets,

\r earch material and any other evidence used where applicable.

1 However, for the purpose of the Financial Robustness Test the models must
have the functionality to enable the Department to replace the Bidder's own
exogenous factors with the Department’s risk adjusted view. In practice this will
be a clearly documented procedure with accompanying spreadsheets that, when

followed, allow the Models to move between the Bidder's exogenous demand
assumptions and the Department’s risk adjusted Exogenous Forecasts.

py of supporting research material e.g. research or

Fares Model
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6.3.4.12 The Models must be able to calculate the impact of changes to fares, including
regulated fares. Bidders may choose to provide this capability within the revenue
model or within a Tier 2 fares model. The Department will deem the models to
meet this requirement if:

I. They take as an input the percentage value of the fares increase, not the
prices of each individual fare, so that a change in the value of k in

Schedule 5.4 (Regulation of Fares to Fares Baskets) of the Franch"m@

Agreement passes clearly to a change in the fares increase;

il. They assess and demonstrate compliance with the Regulati es
Basket Values in Schedule 5.4 (Regulation of Fares to Far%ets) of
the Franchise Agreement;

iii. They can model a total (cumulative) change in re
the Core Franchise Term plus the Extension P pto 10
percentage points above or below the base ion as described in

paragraph 6.4.1.1. That is they can m% ated fares at the end of

te res levels over

the Franchise having increased by %, @r up to RPI1+16%, compared
with the start of the Franchise; a

Iv. They can model a change in |ated fares levels for individual years of
up to 4 percentage points %elow the base assumption, if levels of
cumulative change remain%ﬂn the thresholds defined under paragraph
6.3.4.12(iii) above. ample, in a year where the base assumption is
that k is 0%, the t be able to model a change in regulated fares of
between RP] + d RPI - 4%.

6.3.4.13 Changes to far%aﬁon pursuant to paragraph 5 of Schedule 5.7 (Changes
to Fares res$ Regulation) of the Franchise Agreement are a Change under
the Framekise, Agreement to which the procedure in Schedule 9.3 (Variations to
e Agreement and Incentivising Beneficial Changes) of the Franchise
ent applies.

6.3.4«t Bidders propose to increase the prices of different fares by different
pércentages:

I. the Models must assess and demonstrate compliance with the Regulation
of Individual Fares in Schedule 5.5 (Regulation of Individual Fares) of the
Franchise Agreement; and

i. The differential increases that the Models include must be deliverable, and
must not breach the requirements of the Franchise Agreement and the
Ticketing and Settlement Agreement. As examples:
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e |f Bidders propose to increase the price of singles by a
greater percentage than they increase the price of returns,
the price of singles must not exceed the price of returns;

e |f Bidders propose to decrease the price of anytime tickets but
not of Off-Peak tickets, the price of Off-Peak tickets must not
exceed the price of anytime tickets; or

o |f Bidders propose to increase fares for shorter distance
journeys but leave longer distance fares unchanged, the far
from one station to another must not be lower thaw@j

of the equivalent fare from the first station to ad'|
station between these two stations.
Bidders are not required to model the value of every far y will set.
However, if a bidder’s fares strategy breaches the re s of vi above, it

will be deemed undeliverable, and will be subject tgathe adjustment process
described in Appendix A.3 (Risk Adjustment Progess).

6.3.4.15 The Models must have the capability to f st the Other Revenue section of
the Financial Model, to the level of o%ation required by the Financial
Templates. Given that many of t in this section are secondary to
forecasts generated by the reve %operating cost models, Bidders may
choose to provide this capahility v% the Financial Model, employ an additional

Tier 1 Operational Mode velop an alternative methodology. Bidders are
required to detail the adopted in their Operating Manual and/or Record
of Assumptions ang. s proach will form part of the evaluation carried out in
accordance Wit?’?ti 7 (Evaluation criteria and methodology).

6.3.4.16 Bidders m e ave available a spare driver input slot within the revenue model
so that er variable can be added to the revenue forecast. This slot should

diffe
\&bustness Test, for sensitivity tests, and for the purpose of Change.

Crowding model

4.17 Bidders must submit a crowding model which is clearly linked to the Revenue
Model, clearly documented in the Record of Assumptions and consistent with the
technical data submitted for Sub-Plan 1.1. The crowding model shall include a
schedule of services and stops, expected rolling stock formation and seat and
standing capacity for trains as set out in paragraph 6.3.4.18. The crowding model
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must be used to calculate a suppression factor for each year of the Core
Franchise Term and Extension Period, which is input into the Revenue Model.

6.3.4.18 The crowding model must show average daily loadings for each stop along the
line of route for every service on which crowding may have a material impact, as
a minimum for a typical autumn Wednesday, Saturday and Sunday, based on

the timetables in their Bid, see paragraph 5.3.2.10(xii).

6.3.4.19 For those trains not included in the crowding model, Bidders should dem @
that crowding will not have a material impact. That is, the maximum | on h
service should not exceed 70% of the seating capacity dug ore

Franchise Term and the Extension Period.

6.3.4.20 Bidders must use the survey data supplied on the DatagSite (04 - 'Data and
Marketing Information’) in constructing their respective ding®models. Bidders
are free to supplement this with additional train loadin ation census data,

and must provide evidence of the source and lon of supplementary
loadings data. Q
e

6.3.4.21 Bidders must provide evidence of the_so
within the crowding model.

data and assumptions used

6.3.4.22 Bidders must demonstrate that the €rowding Limits (Sub-Plan 1.1) are met
under the Bidder's as bid calibrated base train loadings and demand growth

each year. Compliance with the Crowding Limits need only be demonstrated in
the Bid, for the Core Fragchise Term and any Extension Period, and so may be
undertaken in a sepa rt of the model that is not required for the pricing of

Change and/or
and crowdi
would be

me years (for a period where the timetable, formations
ard are the same, compliance in the highest demand year
or compliance in other years).

6.3.4.23 Forla @ nd/or times not covered by supplied survey data, Bidders may use
% gStimates of train-by-train loadings as inputs to the crowding model.
Bideler

s are not instructed to submit models that model the reassignment of

6.3.4.
@sengers due to crowding, but will be free to do so. Bidders must bear the

following in mind in the development of their crowding models:

i. The techniques used must be consistent with the approaches adopted by the
Passenger Demand Forecasting Handbook (PDFH);

ii. Bidders must provide robust evidence to justify the use of alternative
assumptions and approaches; and

iii. The Models should be developed such that they are, transparent,
understandable, and can be run within a reasonable timescale.
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6.3.4.25 Crowding modelling approaches must demonstrate consistency with WebTAG
guidance, detail the calibration and validation process, and allow full traceability
of model inputs through to model outputs. The use of CMS Passengers will be
allowable under the following conditions:

i. The calibration and validation process is fully documented;

i. As CMS Passengers processes crowding impacts through a seriou
un-auditable calculations, full traceability of model inputs through t%
m

outputs must be possible by the Department (through
explanation and example calculations); and

d

iii. Bidders must discuss the potential application of CMS Passen with the
Department.

6.3.4.26 Bidders should note that in the Annual Census the t d on each train has

been counted and a set proportion, varying by icengroup, of the load has
been removed to calculate and to reflect the S%o*passengers that would
be travelling in first class. This proportion i§, sta in Annex 2 of the Annual
Census spreadsheets. For their crowdin Is and compliance with the
Crowding Limits, Bidders should useﬁghe ta included on the Data Site to form
X
0

their own view of the number of st class passengers travelling on each
train in the Peaks. Bidders shoul nstrate that their respective crowding

models are consistent with total loads included in their count data and an
evidence-based assess he share of passengers travelling in standard
class. Bidders shoul ssume that the proportions in Annex 2 of the Annual

Census spreadshe are correct. The standard class loads in Bidders’
respective crow: dels do not need to be consistent with the standard loads

in the cou.

Oper model(s)
6.3.4.27 Bid e required to utilise the General Ledger to DfT Financial Template

ing (included in datasite folder 03.01.01) when deriving historical inputs to
e operating cost model(s) in order to ensure transparency between the Long

@\Form Report and Bidders’ Modelling Suites. Any inputs derived from sources

other than the General Ledger (e.g. using published information) must be
validated against cost items within the General Ledger. The validation must be
reported within the Record of Assumptions, enabling the Department to track
model values pre-processed externally to the Models back to the original inputs.
In addition, Network Rail access charges should be traceable back to published
CP5 rates.
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6.3.4.28

6.3.4.29

6.3.4.30

6.3.4.32

Performance Model

The performance Model must produce the following inputs to the Financial
Model:

i. Annual payments to and from Network Rail in relation to Schedule 8 of the
Track Access Agreement; and

ii. Annual payments in relation to TOC-on-self performance relative to{t
operational Performance Benchmarks as set out in Schegdule 7
(Performance Benchmark) of the Franchise Agreement. Q

The Performance Model must be capable of calculating the follow%

I. Forecast average minutes lateness by Service Group;

ii. Attribution of average rail minutes lateness bet the®Franchisee and
Network Rail;

iii. Forecast TOC-on-self delays; v
iv. Forecast TOC-on-self cancellations; 0
v. Forecast CaSL;

vi. Forecast short formations (if a%?k

vii. The impact on the Public Performance Measure moving annual average; and

viii. The basis upon performance receipts and payments are
calculated. Perfor ceipts and payments between the Franchisee and
Network Rail shayld,be*shown separately.

Bidders must sk?&lnitiatives which contribute to performance improvements
within the @o nce Model and provide references between such Initiatives

required to forecast expenditure associated with Delay Repay, either
rformance Model or another model within the Modelling Suite. In line

ith®the Financial Model Templates, Bidders should include amounts of
passenger compensation (in respect of the provision of the Delay Repay
scheme) within the cost base as a negative revenue.

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 relevant

101



accounting standards in UK GAAP or IFRS) with the facility to sort and group the
items by:

i. Sub-Plan;
ii. Specific Initiative as identified within the Bid;

iii. Asset category such as rolling stock, stations, IT systems, ticketing, depots,
other infrastructure;

iv. Source of funding including self-funded, ROSCO funded and thi%y
funded; and

v. Treatment for tax purposes i.e. whether expensed in aye%ttracting
capital allowances at the applicable capital allowance rate fin which case how
such allowances are calculated for the relevant itenami |:kv in respect of
treatment of the asset at the end of the Core Fran .

The list must set out all items with a value i %of £250,000 (2016/17
prices) in any forecast year or £500,000 intota 6/17 prices) for a project
which continues across more than one yea ormation provided should be
sources, uses, repayments), be
and Funding Plan and Record of
tals reported in Delivery Plan O.

clearly linked to the funding provisions
fully documented in the Financial
Assumptions and be reconciled to

6.3.5 Supplementary Material

6.3.5.1 In situations where this quires the Bidder to provide additional evidence or
other material (includi agraphs 6.3.4.9, and 6.3.4.17 to 6.3.4.25 (inclusive)),
(“Required Su ary Material”) Bidders must submit those items in a
separate fil “Required Supplementary Material” in which each item
submitted clearly labelled and cross-refer to the subsection in this ITT
of the Modelling Suite to which the evidence or other material
may include, for example, a research report or a spreadsheet which

&\ s %he calculations that lead to bespoke elasticity values inputting to the
e

vehue model (enabling the Department to track model values pre-processed
eXxternally to the Model values back to the original inputs).

Separately and in addition to the requirements of paragraph 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
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
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Supplementary Material”, and with each item of Other Supplementary
Material clearly labelled and cross referenced to the specific place in the
Modelling Suite where it is referred to;

ii. The Department will be entitled, but not obliged, to take account of any or all
of the Other Supplementary Material supplied in its evaluation of the Bidder’'s
Bid. The purpose of enabling the Bidder to provide with its Bid items of O
Supplementary Material is to allow the Department to be able to u
information for clarification of the Bid if and to the extent that the De
considers that to be necessary for the purposes of its evaluati

should therefore not rely on the Department considering all ofany p
Other Supplementary Material or use it as a mechanisa to a the size

limits referred to in subsection 4.4 (Page limits, size o other formatting);

and %
lii. Where any item required to be included in t odlelling Suite, Required
Supplementary Material or other part of tr@ not so included, even if it is
ial,

included in the Other Supplementary he Department will treat the
Bid as non-compliant.

6.3.5.3 Supplementary Material is not requi e included as part of the Modelling
Best Practice Confirmation and fin del Audit as per subsection 6.8 (Reviews
and audit of Models). Bidders,sho ote that the Department reserves the right

to include some or all
Suite Placed in Escr.
additional Tier 2
Department req

pplementary Material as part of the Modelling

r incorporated into Record of Assumptions or as

d if so the relevant items (or such of them as the
will be subject to the Model Audit calculation review.

it

ent requires that the output from the Models follow the Financial
hat will be made available in the Data Site and Bidders must

re 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 assumptions using these lines rather than allocating to
alternative categories (for example, the financial cost line items on the P&L1
sheet, rows 479-492 must be used for presenting financing cost line items rather
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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.

6.3.6.2 Bids incorporating Financial Templates which do not conform to the structure as
set out in the latest iteration of the Financial Templates provided or specifiedsy
the Department may be eliminated from the competition as a result of %
being determined as non-compliant or the Department reserves the %ight to
adjust the Bid.

6.3.6.3 The populated Financial Templates must also be submitted | DF format.
Bidders are required to integrate the Financial Templates Sto thelr Financial
Model as the template outputs will form the basis for digan evaluation. No
hard copies of Models are required. However Bidd Id ensure that all
sheets can print in a readable manner without a ional formatting being
required and with consistent page breaks being %ross each sheet.

6.3.6.4 Each Bidder is required to submit with its Bi leted copies of the Financial
Templates. A list of these Financial Te ogether with a brief summary of
each worksheet’s content and status t below:

Table 6.1. Financial Template summary

Content Status

Template Cover Bidder free to
use/update

Template s real/nominal switch for Bidder to link cells

Control e calculations, option flag F15 and F23 to

model control sheet.

Use functionality but
do not alter
structure.

ersj trol | Version control record Populate but do not

alter structure
mplate Inputs
\Timeline Define Franchise timeline and Populate but do not
part 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
Template Outputs

Content

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 structure
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 Contains formulae,
do not alter
P&L3 Contains formulae,
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 (Profit
Share Thresholds) to Schedule 8.2
(Profit Share Mechanism) (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 (Financial Covenants | Populate
and Bonds) of the Franchise (highlighted cells
Agreement financial ratios, Season | only) but do not alter
Ticket Bond calculations (feed structure
from Financial Statements)

Funding Calculation template for Required | Populate
Guarantee and for Bidder (highlighted cells
specification of Additional only) but do not alter
Guarantee and Agreed Funding structure
Commitment.

6.3.6.5 The Financial Templates shall be populated in full (which includes @olumns I, J
and K in the Financial Templates labelled ‘Actual’ and ‘Foré&cast’ the years
2013/14, 2014/15 and 2015/16), with outputs from t @&els specified in
Franchisee years ending 31 March of each year.

6.3.6.6 The first Franchise year of the East Anglia Fran
part year from 16 October 2016 to 31 March 2
Is expected to run from 1st April 2017.

xpected to run for a
he first full Franchise year

6.3.6.7 The Financial Ratio calculations are inc d in the Financial Templates and
cial Formats. For Modified Revenue
and Actual Operating Costs Bid§ ust be consistent with the drafting of
Schedule 12 (Financial Covépant d Bonds) of the Franchise Agreement in
completing the Financia S.

are based on outputs contained in th

6.3.6.8 Bidders are permitte pand the level of detail provided within the Models
uirements of the Financial Templates. In populating the

Financial Templ idders:

t the addition of any further information is done in such a way
a amain consistent with the format of the Financial Templates and that

% of detail provided is sufficient to give full transparency of all
ontponents of costs and revenues;

& Should note that the spare rows provided in the Financial Templates can be

\ used to accommodate additional detail but deleting or inserting rows or
columns to the Financial Templates is not permitted and, for the avoidance of
doubt, may result in the Bid being eliminated, in accordance with
paragraph 6.3.6.2;

iii. May use the three blank columns inserted between the flag/labelling columns
and the first modelled year as they see fit. The intention is that these columns
will assist in the transfer of historic data to the Financial Model; and
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Iv. Must ensure that the outputs in the Financial Templates are linked to the
input / calculation cells within the Financial Model where appropriate and in
such a manner as to facilitate both the understanding of the Financial Model
and tracing of core assumptions used in the Financial Model.

6.3.6.9 Bidders may either add worksheets to the Financial Templates or copy the
Financial Templates into their own Models. In either case, Bidders are requised
to ensure that: %

i. The named ranges defined in the Financial Templates are preserv&
I

ii. The new worksheets are inserted in tabs to the left of the Fina lates
‘Templated Outputs’ tab;

iii. Must ensure that the format of the profit and lo ount, cash flow
statement and balance sheet are set out in the er stipulated by the
Financial Templates;

iv. Must use the units of measure as set out%&ancial Templates provided,

and

costs that it wishes to include
st not exceed £250,000 (2016/17
prices) in any given year. Wh% idder anticipates that such revenues or
costs will exceed this amgunt, y must each be separately identified in a
separate spare row ted under the heading ‘Other’.

v. Should note that any types of reve
under a catch all heading of *

6.3.7 Generic Model re
6.3.7.1 Bidders must en at their Models comply with the following principles:

i. The st be presented in Microsoft Excel 2010 or later (but fully

(i.e. non input cells must not be ‘hard-coded’ with values);

CQ bléy with Microsoft Excel 2010) and ‘xIsx’, ‘xIsb’ or ‘xlsm’ format as
0) subsection 4.10 (Submission of Bids), with workings and formulae
nta
\& The Models must conform with the terms of the Franchise Agreement and

Funding Deed unless otherwise instructed in this ITT or through CQ
responses;

lii. No rows, columns, cells or worksheets of the Models must be hidden or
password protected. Protecting worksheets without passwords to avoid
accidental changes to inputs or calculations is allowed, provided it does not
reduce the transparency or usability of the Models. Grouping rows or columns
Is permissible, but hiding rows, columns or worksheets is not permissible;
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iv.

Vi.

Vii.

viii.

iX.

X.

The Department wishes to receive models that are efficient in their operation
and use of memory. A maximum file size of 75MB for each model is
permitted, and smaller Microsoft Excel workbooks are encouraged. For the
avoidance of doubt, 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 6.8.3
(Derogations);

The Models should be developed such that they are usable, tran%,
understandable and can be run within a reasonable timescale;

In order to aid model transparency Bidders should avoid the% macros.
Any use of macros must be limited to areas where their ux adds’to the user
friendliness of the Models (e.g. print macro) or aids achigvement of other
requirements of the Models (e.g. to avoid circ to transfer data
between Models). Calculations must not be p by a macro. Where

macros are used, they must be listed an ek function clearly explained
within the Operating Manual;

In order to aid transparency, use of RECT and OFFSET functions is
prohibited, except where derogati een granted in accordance with the
process described in subsectiomg.8.3 (Derogations) below;

In order to aid traceabili
Bidders must avoid
ranges of cells. A
formula, i.e. {...
than 20x20,
the pr

of iMputs and assumptions through the Models,
Excel “array” formulae over excessively large
lae are identified by the use of braces around the
jdders must not use such formulae over ranges greater
where a derogation has been granted in accordance with
escribed in subsection 6.8.3 (Derogations) below;

T submitted by Bidders must be in line with best practice in
C ce with the requirements set out in subsection 6.8 (Reviews and
u of Models) and employ the accepted principles of “separation”,
nsistency”, “integrity” and “linearity” (as described in paragraph 6.8.2.4),
except where a derogation has been granted in accordance with the process
described in subsection 6.8.3 (Derogations);

Although best practice would dictate that a consistent formula is used across
columns in each row, there are a number of circumstances where a model
can be made more transparent by changing the formulae across a row.
Provided it is made clear (even when printed out and the formulae cannot be
seen) that the calculation method is different, Bidders may use different
formulae in respect of the following:
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(@) To allow a different approach to the treatment of forecasts before the
Franchise commences;

(b) To allow units, indices, totals, NPVs and other useful modelling ‘flags’ to
be included in the columns to the left of the first modelled year; and

(c) On sheets that do not contain a timeline, where consistency down rows
may be applied instead of across columns. On sheets that contaf
timeline and where vertical presentation is also desired, it she
transparent and clearly identifiable.

xi. Bidders do not need to seek derogation from the Depart gd the

Models deviate from best practice in the three cases desgribed ingdaragraph

6.3.7.1(x).

6.3.7.2 Cross-links between the Models must not be form direct references.
Rather, outputs from one Model should be copie a‘dedicated paste area in
the other, with the origins and destinations of wansié€rred data clearly identified
within the Models and described in the Operaii ual. All Operational Models
that support the inputs to and calculatio in the Financial Model are
required to be submitted, and it is anticipated that the full Modelling Suite will be
maintained and supplemented % » and submitted simultaneously as
a

required to support any Change iRg during the Core Franchise Term and
Extension Period.

6.4 Assumptions

6.4.1 General assumpti 0 made

6.4.1.1 Biddersaretou ollowing assumptions in preparing their Bids:

ill commence on 16 October 2016;

. T chisee year commences on 1 April of each year. For the avoidance
o) the Franchisee will be required to prepare audited accounts for the
ranchisee year ending 31 March for the duration of the Franchise;

in the Data Site and shall apply from the year commencing 1 April 2017 and
annually thereafter. Bidders should adopt their own RPI and AWE
assumptions up to and including the year commencing 1 April 2016, and such
assumptions should be clearly stated;

$\& Annual RPI and AWE indices assumptions will be made available to Bidders

iv. The real discount rate to be applied in Net Present Value calculations is 3.5
per cent per annum;
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V.

Vi.

Vii.

viii.

The Net Present Value of Bid revenues, costs and Franchise Payments will
be discounted to the start of the Franchise year in which the Franchise Start
Date occurs (1 April 2016);

For the purposes of calculating Net Present Values, the template calculation
assumes mid-year cashflows for full Franchisee years from 1 April to 31

March inclusive (30 September);
Bidders must use CP5 values for regulated charges and perf @

regimes, as determined by the ORR Periodic Review 2013, thr 0 e
Core Franchise Term and Extension Period. Track Acce ent
Schedule 8 benchmarks for the final year of CP5 must b for the
remainder of the Core Franchise Term as well as any Extefsion Period;

Bidders must assume maximum annual Regul Fares increases of
RPI+0% from January 2017 until January 2020 en RPI+1% from
January 2021 to the end of the Extension Peri ach Fares Basket for

the life of the Franchise, with individual@ jthin the Fares Basket not
being increased by more than: RPI+K ximum permitted Regulated
Fare increase per Schedule 5.4 (Re fon of Fares Basket Values) of the
Franchise Agreement — 0% from 2017 until January 2020 and then
1% from January 2021) +0% (fleéx);

With respect to any n-capital costs (and all operating (including

maintenance) and plementation costs are to be treated as
non-capital costs i rpose) arising from any asset or Scheme utilising
the Residual_Va echanism, costs arising from such asset or Scheme

shall be expe in the year in which they arise; and

expense pension cash contributions but should not model
ins or losses on pension assets or liabilities.

)
6.4.1.2 For gVoidance of doubt Bidders should make their own assumptions in

Q ect of payments under any Route Efficiency Benefit Share Mechanism.
6

cord of Assumptions

Each Bidder is required to submit with its Bid a Record of Assumptions which:

Is written in Microsoft Word ‘docx’ format in accordance with subsection 4.10
(Submission of Bids);

Clearly sets out the rationale underlying the assumptions and the
methodologies adopted, for example, where "bottom up" costing has been
used state the basis of the assumptions or alternatively detail any quotes
received where costs are related to subcontracts;
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iii. Provides detail and transparency on the costs, revenues and assumptions
associated with each major timetable change, as required in subsection 5.3
(Delivery Plan 1 — Operational Delivery);

iv. Includes a description of the accounting principles adopted and the specific
accounting policies applied, especially in relation to:

(&) The purchase of assets with a useful life in excess of one year; g:
ribut

(b) Pensions — defined benefit scheme service costs or defined co
scheme cash contributions and balance sheet treatment; Q

(c) Bad debts — if provisions are made, are they specific or %,
(d) ROSCO leases — how each lease has been acc*nted or and the

rationale for the treatment adopted;
(e) Rolling stock maintenance reserve — how%w.reserve has been

accounted for; and
@t swaps or RPI swaps.

opted, especially in relation to:

(f) Treatment of any derivatives, eg int

v. Includes a description of the tax trea

(a) Categorisation of operatin capital expenditure, including the
capital allowance treatmengofieach capital asset;

(b) Pensions;
(c) ROSCO lease e tax treatment adopted and the rationale for the

treatment;

(d) Interes cluding capitalised interest), with specific consideration
gi o thin capitalisation rules, WWDC rules, and other transfer pricing
anti-avoidance provisions if there were to be significant lending
ugh AFC or the Guarantee (although no drawing of the Guarantee
ermitted in the Bid);

& ) Transfer pricing - details of the assumptions made regarding transfer
pricing; and

vi. Contains a level of detail and a granularity of data such that each input
assumption and changes to it over time, as reflected in the Models, are
properly explained.

vii. 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;
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viii.

Uses tables to enhance the narrative, such tables being directly traceable to
the Models;

Arrives at an estimate of the financial impact of a change in prices or volumes
which is aided by the quality of the narrative; and

Includes a section that should reconcile how any Franchise Agreement
required outputs have been arrived at (including but not limited to "AFA"%

"DFR").
6.5.2 The Record of Assumptions must:

Contain all financial, mobilisation and operational assumpti% in the
Models and explain and discuss the inputs of each Modelfincludigg the base
unit cost for each input. Where contracted variableﬁkcosts have the
potential to change as a result of Change (e.g. @ ce contract charges
which vary between mileage bands), Bidders required to include the full
range of potential unit costs of their anticipa d%cted agreements within

the Record of Assumptions;

Include a table setting out the pe of total other revenues, other
operating costs and rolling stoc st§,(totals in real terms over the Core
Franchise Term and Extensio od) that are earned from or paid to HQ,
group or other Affiliates i cIudi%e ails of:

(@) the servicesto h revenues or costs relate; and

(b) the basis for

Provide details_o y financial benefits (which includes changes to both
revenue %ts that impact the Bid level of Franchise Payments)
includ iR the Bid arising from any alliance with Network Rail, or any
o] ry Partners. Bidders must not include any financial benefits from
alliance i.e. an alliance requiring a change to the industry regulatory
amework and hence third party approval that may generate savings from
ssessions (Schedule 4 Track Access Agreement) or performance
(Schedule 8 Track Access Agreement) amounts, within their Bid. The
consequences of any proposals for alliancing with Network Rail or any other
Industry Partners may be subject to risk adjustment in accordance with the
principles of Section7 (Evaluation criteria and methodology) and
Appendix A.3 (Risk Adjustment Process);

Ining the charges;

Include separately the costs involved and assumptions made in relation to
pension contribution rates, both employer and employee;
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v. 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:

(&) The period from investment until the end of the Extension Period;

(b) The period from end of the Extension Period until end of asset%

including the basis for determining that asset’s life;
(c) The initial cost of the investment; Q
t

(d) The amount of cost recovered/paid off during the life nchise
together with the trajectory of that recovery/paymentfoff du the Core
Franchise Term and Extension Period; and

(e) Show the non-depreciated value (i.e. residuan) at the end of the
Core Franchise Term and Extension Peri?

aphs 5.1.10 t0 5.1.10.5 do

the Franchisee is on risk as

Primary Franchise Assets or if a
such assets. If they are designated

e Assets to which the provisionsof p
not apply. With regard to su
to whether they are desig
Successor Operator p
the standard valuati

a

visions of the Supplemental Agreement

apply; and

o Assets wWHhI Bid proposes are acquired by a Successor
Operat ' ccordance with the provisions contained in
parag 5.1.10 to 5.1.10.5, along with the other information

y those subsections.

Ides for investments in assets to be identified in the future, or

a @ vestment fund, the Record of Assumptions must make clear the

e Of the proposed investments and the process for agreeing how such

nds are to be spent and must provide a cross reference to the relevant
IMitiative in the Bid; and

@\vii. Where changes in the Financial Model are attributable to Initiatives, set out

the reasons for such in the Record of Assumptions for each affected input to
the Financial 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 (Example of presentation of
movements on Record of Assumptions) are indicative only.
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Table 6.2. Example of presentation of movements in Record of Assumptions*

Franchise year

Base year/ Opening FTE 4325 |3925 |376.5 | 3745 |389.5|419.5 |4245 | 4215

LFR data — baseline adjustment | (20.0)
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)

(Management/ HQ structure
efficiencies)

restructuring) %
Initiative DP 6.2.3 (5.0) (5.0) !

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 | 3715 4195 | 4245 | 4215 | 4215

* the DP numbers and descriptors provided arg, for ill tive purposes only and are not intended to relate to

this franchise competition.

6.5.3 Bidders are required vidence the details behind their Initiatives in their
response to Sectio etailed Bid Submission Requirements - Delivery Plans).

Using the abo le as guidance, Bidders shall, in their Record of
Assumpti royide details of the impact that Initiatives have on each cost,
revenug=e er input to the submitted Financial and Operational Models. A brief

nar plaining why the cost or revenue is so impacted by the relevant

iti must accompany each table. The wording of the narrative or cross
ref@gences used and the values shown must make it reasonably determinable

\ t the Initiative is the same as its correspondingly numbered Initiative in the
$ Bidder’'s response to Section 5 (Detailed Bid Submission
6.5.4

Requirements - Delivery Plans).

In addition, each Bidder is required to submit with its Bid a copy of its modelled
timetable (which has been developed within MOIRAL (as per the instruction set
out in paragraph 6.3.4.9) 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

114



6.6
6.6.1

6.6.2
6

.7®ange

the Bidder's 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:

i. Is in Microsoft Word ‘docx’ format in accordance with subsection 4.10
(Submission of Bids);

ii. Is an accurate and plain English document that facilitates a reasona%e
of understanding of the functionality of the Bidder's “Models”, in ow

they interface and interact with other Models; (L
lii. Includes an explanation of the flow of data through the Fihancial"Model and
the interfaces with the Operational Models submittedssl his may be presented

diagrammatically with supporting narrative as a . This must also
describe how any interface spreadsheets avk in the flow of data

between models, if applicable;
iv. Includes a description of each Model, it e and capability;

v. Includes a description of the pur

worksheet and how it interactseit ;
vi. Includes instructions on_ how to>i put data, select scenarios/options and

calculate the financial

vii. Clearly explains t d by which the Bidder's Models are able to carry
out the tests d i paragraph 6.3.4.3; and

viii. Where macr?other visual basic functions) have been used, includes a
descrip @‘o e macros used in the operation of the Models, the reason for

on to assess the content, purpose and functionality of the Models.

the and how they are used to generate model outputs.
Scr s and narratives may be used to provide the user with sufficient
mi %

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 (Evaluation criteria and methodology). The Financial Model is not
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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 Fares Basket increase for
2021 reduces from RPI+1% to RPI+0%, for the industry as a whole. All other
policies remain the same including caps on individual prices within Fares
Baskets and Fare rises for other years (Bidders should include the impactof
the price change on levels of demand); %

ii. Worked Example (B) — the May 2019 planned diversion of GE ro il
services through the central section is delayed until December

lii. Worked Example (C) - after a Charging Review, the follgwing ges are
made to regulated charges from April 2019: 4
(@) The capacity charge for Service Code 2593900 @A eekdays is doubled;

(b) The Variable Usage Charge as set by Netww or Vehicle Type 379/T

is halved;
(c) The Network Rail payment rate for S?I up EBO5 is trebled; and

(d) All other regulated charges‘ remain at CP5 rates as instructed in

paragraph 6.4.1.1.
6.7.1.2 The Bidder must ensure that the V%ed Examples:

i. Provide a clear an account of the assumptions and processes

nge, including:

employed in prici

(@) Details of th jvidual steps to be followed to make the Change (this
should b?fﬁcient detail to enable evaluators to follow the flow of
cal @; hrough the Modelling Suite rather than rely on “switching on”

Opulated inputs);
( ual steps can be processed in an expeditious manner;

Identification of the Models impacted by the Change (i.e. financial,
revenue, crowding, fares etc.), including a process flow diagram; and

@\ (d) The net output results of the change in franchise payments;

ii. Trace the effect of a revised input through the Models, providing an audit trail
from output Franchise Payments back to input changes;

ii. Include 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
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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.

6.7.1.3 In addition to providing the Worked Examples above (which shows the impact of
the Change on the franchise as bid), Bidders are asked to explain how they
would demonstrate the financial impact of a Change to the franchise_i
where the Bidder believes the baseline inputs for the franchise as it ing
operated at the time of the Change differ from the inputs in the mode at

the time of the Bid. (](
6.7.1.4 The Bidder’s approach to Change must demonstrate to the Departntent that the

Modelling Suite will result in a transparent and effici conttacting of future
Changes.

6.7.2 Modelling Change

6.7.2.1 In order for the Department to satisfy itself a@Zitability of the entire Bid to

price Change, the Department requires the o submit with its Bid the items
described in Table 6.3 (Modelling Chand®&,submission requirements) below and

will as part of its evaluation, as des in subsection 7.5 (Modelling Change
tests), assess whether the Bidder omplied with the requirements specified
in the column headed “ReqUitements” for each of the four items listed in that
Table.

v
&

N
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Table 6.3. Modelling Change submission requirements

No. Item Requirements
1. Worked Each Bidder will include within the Operating Manual
Examples and submitted with its Bid, the Worked Examples and details of
approach to its approach to Change prepared in accordance with the
Change requirements described in subsection 6.7 (Change) of thi
ITT.
2. Record of Each Bidder will include within its Bid a Record of '

Assumptions and | Assumptions prepared in accordance with the re %
Operating Manual | described in subsection 6.5 (Record of Assupiptions) of this
ITT and an Operating Manual prepared in aceordance with
the requirements described in subsectiofi 6.6 (
Manual) of this ITT.

rating

3. Suitability of Each Bidder will include within it a Financial Model
Financial Model prepared in accordance with the ents described in
for implementing | subsections 6.3 (Financial a tional Model
Changes requirements) and 6.4 (Assu ons) of this ITT.

4, Suitability of Each Bidder will incl s Bid Operational Models
Operational prepared in accorda he requirements described
Models (including | subsections 6.3 | and Operational Model

integrity of the requirement d (Assumptions) of this ITT.
Modelling Suite)
for implementing

Changes

6.7.2.2 The Department recogni here is considerable time, costs and resources
often deployed by rtment and Franchisees in the contracting and
management of C ughout the Core Franchise Term. The contracting of
te will support endeavours to improve the efficiencies

a suitable Mod S
around co ing, Change.

6.7.2.3 The Dgpa nt reserves the right to engage with one or more Bidders, prior to
signi @

e Franchise Agreement, to improve the transparency, granularity

ity of the Modelling Suite in areas which it believes would be beneficial

& management of the Franchise as outlined above. This will not impact on
ranking of the Bids.

@ Reviews and audit of Models

6.8.1 Introduction

6.8.1.1 Bidders must note that the Models submitted with their Bids will have been, or
during evaluation will be, reviewed or audited in accordance with the following
requirements:
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Table 6.4. Model review and audit requirements

Modelling Model Audit Calculation Review by
Best Practice Review DfT’s
Confirmation Technical and
financial
advisers
Financial v v v
Model %
Tier 1
Operational v v
Models
Tier 2
Operational v v
Models
Supplementary v
Material
Timescales Confirmation Model Audit Completed by
and provided at Bid | Report the Department
Requirements | Submission following as part of its
Departmen del Audit evaluation
instructi following process
Department
instruction
*The Department reserves the right to de some or all of the Tier 2 Models and/or

Supplementary Material as part ofgghe C ation Review.

6.8.1.2 The Financial Model a ional Models of all Bidders will be subject to
Modelling Best Prac onfirmation. Details of the process are set out in
subsection 6.8.2.(M ing Best Practice Confirmation). The Financial Model of
one or more Bid ill be subject to a full Model Audit. Details of which Bidders
and the p described in subsection 6.8.4 (Model Audit).

6.8.1.3 Bidde @ required to satisfy themselves as to the technical accuracy of all
Modelsuor to submission, noting the allocation of risk with respect to errors
n tie Models described in subsection 6.2 (Errors in Models and/or Record of

&s ptions).

.\Modelling Best Practice Confirmation

Each Bidder must provide with its Bid an independent Modelling Best Practice
Confirmation report on all sections of the Models. The report and any
engagement letter between the Bidder and the report-writer, must:

I. Be co-addressed to the Department and that Bidder (prior to bid submission
the Department is prepared to co-sign the engagement letter, if required);

ii. Permit the Department to review and rely on the report;
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lii. Acknowledge that the Department gives no warranty or representation with
regards to the sufficiency of services provided by the report writer, the report
itself or the scope of any terms of engagement relating to the report; and

iv. Exclude all liability however arising on the part of the Department connected
in any way with the report.

6.8.2.2 The report must take account of any derogations obtained in accordance wit
process described in subsection 6.8.3 (Derogations) below. The Modell
Practice Confirmation is not considered to be an audit of the Models.
Qactice

6.8.2.3 All costs associated with the preparation of the Modelling
Confirmation are for the Bidder’s account only.

6.8.2.4 The Modelling Best Practice Confirmation must provide‘%mation that the
Models have or provide for:
I. Separation of inputs, calculations and outputs:

(@) Inputs: should include data and assumptio t no calculations;

(b) Calculations: should include individu lations that support each line
of all outputs and reports. There uld"be no duplication of calculations
nor should input cells be hg in the calculation sheets;

(c) Outputs: should not include hard-coded input cells or calculations
except for sums a h totals; and

(d) Data inputs, c [ and output areas should be completely separate
and clearly lle®. The Modelling Best Practice Confirmation must
documen%u h level patterns of data flow within the Models and

incl@ w chart of the main data flows between worksheets and
ﬁ: oks.

i. ncy of formulae across rows and down columns and across

sheets. The Models should have time periods across the columns and

Iculations down the rows. This should be consistent in all worksheets.
\ There are two areas where consistency is most important:

(@) Columns: the same column should be used for the same period in each
worksheet (although it should be noted that the time periods across
columns in the Bidder's Model may be different from the columns in the
Financial Templates); and

(b) Rows: a row will contain only one formula, copied across all columns.

iii. Integrity of financial statements (e.g. that there are no balancing figures).
The Modelling Best Practice Confirmation must provide an assessment of the
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extent and effectiveness of internal and/or error checks contained within the
Models and detail any internal control checks that indicate errors;

iv. Linearity of calculation flow (e.g. that there are no circular references);
v. Macros, where required, their function should be clearly explained; and

vi. Bidders may use the following hard coded values in formulae if required:
1,-1, 0, TRUE, FALSE.

6.8.2.5 The Modelling Best Practice Confirmation must provide a review of the els
structures by means of spreadsheet maps, which give a visual repre % ion of
the worksheet structure and layout, highlighting elements of the worksheet layout
that warrant further investigation (however, as this is not détailed a Model
Audit, each individual formula is not checked).

6.8.2.6 The Modelling Best Practice Confirmation must also p%ﬂnﬁrmation that the
75MB size limit has been adhered to, that array v have not been used
across ranges of cells greater than 20x20 and that the INDIRECT and OFFSET
functions are not used except where atigns have been obtained in
accordance with the process described i ction 6.8.3 (Derogations).

6.8.3 Derogations

6.8.3.1 The Department may grant d%ions from the modelling requirements

including in the following fourtareas:
i. Model size;

ii. Use of OFFSE INBIRECT functions;

iii. Modelling Be?stice Confirmation; and
iv. Array cross ranges of cells greater than 20x20.

6.8.3.2 Appli ust be made in writing to the Department within 40 working days
f publicagion of the ITT. Applications must be made via the AWARD website as

outlined in section 3.9 (Bidder Clarification Questions). Responses will be

ovided via AWARD. Applications should set out clearly why the derogation is

@\required and the benefit to the Department and the evaluation process of

granting such a derogation. It is not expected that derogations will be necessary.
Model size

6.8.3.3 The Department will consider applications to exceed the 75MB workbook size
limit where it is demonstrated that adherence to this limit generates significant
inefficiencies, or materially reduces the level of confidence in the resulting
forecasts.
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Use of prohibited functions

6.8.3.4 The Department will consider applications for use of the OFFSET and INDIRECT
functions 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 q:
ii. The use of these functions is clearly explained and documented i
Operating Manual and Record of Assumptions. Q

Modelling Best Practice Confirmation (}

6.8.3.5 The Department will consider applications to relax the reguiremeénts of the
Modelling Best Practice Confirmation on an individual del basis, and
considers that derogations may be more appropri lements of Tier 2

Operational Models, at the underlying input/assum interface.
Array Formulae

6.8.3.6 The Department will consider applications use of array formulae greater
than 20x20 for checking purposes o i.8ywhere it is not part of the main model

calculations.

6.8.4 Model Audit 5
6.8.4.1 Following Bid submissio jor to contract award the Department will request
one or more Bidders independent audit of all sections of the Financial
Model (the “Mode ?The Model Audit shall be prepared for the benefit of
the Department idder; shall be co-addressed to them, and the level of
liability mu reed by the Department, and will be a minimum of £1m. All
costs a %With the preparation of the Model Audit are for the Bidders’
.” Bidders must obtain the Department’'s acceptance (not to be
pbly withheld) of their choice of independent model auditor, the scope
0 odel Audit and the Department's agreement to what constitutes the
éancial 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.

6.8.4.2 The Department requires the Model Audit to confirm:

i. Whether the Financial Model has been constructed appropriately so as to
materially achieve the objective that it was designed to meet, insofar as its
logical integrity under the Bid assumptions and input data is concerned,
including the conversion of nominal values to real values;
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6.8.4.3

Vi.

Vii.

viii.

Whether the tax charge, liabilities and payments calculated by the Financial
Model, on the basis of the assumptions made in the Operating Manual and
Record of Assumptions appear materially consistent with current
understanding of existing UK tax legislation, identifying any risks associated
with the underlying tax assumptions;

To confirm that the proposed tax treatment in the Financial Modelsis
appropriate, and is consistent with the accounting treatment adopted,
Financial Model, and that the accounting treatment is valid for tax purposgs;

Whether the Bidder has applied UK GAAP (incorporatin evant
transitional arrangements to FRS100, FRS101 or FRS102 should the Bidder
not choose to early adopt) or IFRS (full IFRS) accougting policies and

whether the key accounting assumptions in the ncial, Model and the
Operating Manual and Record of Assumptions a%aterially consistent
with current understanding of UK GAAP/IFRS (W ris relevant);

Ei
e
Whether the calculation of the Annual Franc ayments is in accordance
with the terms of the Franchise Agreemeugt,

Whether the calculation of the Financial Ratio complies with the requirements
in paragraph 6.3.3.1 and is cogsis ith the definition of Modified Revenue
and Actual Operating Costs | cordance with Schedule 12 (Financial

Covenants and Bonds) of'the Franchise Agreement;
Whether the Financi% el has been developed in a well-structured manner
0

to best practice st S;

and input data in the Operating Manual and Record of

Whether as '
Assum% ve in all material respects been consistently reflected in the
0

Financli

i) any issues identified through the Model Audit process remain
anding and the process undertaken to address and correct issues
dentified during the Model Audit process; and

Whether the modelling requirements for the Financial Robustness Test are
met such that the Financial Model accurately performs the calculations as
required in paragraph 6.3.3.1, subsection 7.6 (Evaluation of Financial
Robustness) 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.

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
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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”.

6.8.4.4 The Department recognises that the finance, accounting and taxation el @
of the Model Audit are not relevant to the Tier 1 and 2 Operational Models;a
therefore requires a review of the calculations only, to be conducted Q me
party that undertakes the Model Audit, in accordance with the prace cribed

in subsection 6.8.5 (Calculation Review).
6.8.5 Calculation Review

cting the Model Audit
loyed in the Tier1l
he Department reserves the
pplementary Material in the
r 1 Operational Models shall be
iew will be conducted to the same
standard as the Model Audit, bm exclude the technical elements of this
process relating to taxation and a nting practices. The Department requires
the review to confirm:

6.8.5.1 As part of the Model Audit the independent party co
must also conduct a review of the calculatio
Operational Models (a “Calculation Revie
right to include some or all of the Tier 2
Calculation Review and reference belo
interpreted accordingly. The Calcula

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

tured manner to best practice standards; and

IS con@
. W@ e Tier1l Operational Models have been developed in a

i Whether 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.
9 Financial Structure and Funding Plan
6.9.1 Bid requirements

6.9.1.1 Each Bidder is required to submit with its Bid a Financial Structure and Funding
Plan which:

i. Details the total investment plan for all funding of infrastructure, other works
and schemes that support its proposals, including explaining its linkage with
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Vi.

Vii.

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 Delivery Plan O;

Shows that the Guarantee has been calculated and provided in accordance
with the requirements set out in paragraphs 6.9.2.4 t0 6.9.2.9;

Provides precise details of its funding arrangements, the exact n
relationships with any funding partner(s) or underlying financi
provided by third parties, including the extent of dialogue andsh
commitment, risks to its ability to meet its funding commitments and ow risks
will be mitigated;

Provides a schedule, reconciled to the worksheet ing™rows 47 — 50 in
the Financial Templates, which details, for each ment of AFC funding,

amounts of equity, debt or other funding ro?@ d repayment profiles
where relevant. This schedule should be@ d by sufficient narrative for
the Department to understand the Biddetrg’ and rationale;

Provides details of the provider m%rformance Bond, Season Ticket
Bond, Bonded Guarantee or tk?&urity including term sheets from the
bond provider(s) in order to onstrate that the requirements of the
Franchise Agreement and¥gun Deed have been or will be met;

Includes a statement\from the relevant bond provider confirming the amount
of this bond and a g the form of the Performance Bond as set out in the
Franchise A mens (as an Annex if appropriate);

Include taément from the relevant bond provider confirming the amount
of thi d accepting the form of the Season Ticket Bond as set out in
hise Agreement (as an Annex if appropriate);

s a statement from the relevant bond provider(s), confirming the
ount of the bond being provided under the Funding Deed, accepting the
form of the Bonded Guarantee 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 (Updating of PQQ financial and economic standing tests and
submission of updated bond provider letter(s));

Includes a statement from the Guarantor(s) confirming the amount of AFC
and Guarantee it is guaranteeing and accepting the form of the Funding Deed
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Xl.

Xi.

Xiii.

Xiv.

and its 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 on-going 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 multiple sources of funding if appropriate), a funding plan wit

details of its linkage with the Financial Model, details of each s %
funding (each source of third party funding must be separatelyg
including rights and obligations of each type of funding g
agreements with the organisation(s) (including any Affiliate(
funding. For each source, a letter of support and term sheet must®e provided
from the relevant financial institution, Affiliate and/ogs@rganisation setting out

the terms and conditions (including all condition p , fees, repayment
profile, basis of interest rate calculation) of the €}
If relevant, includes an explanation of the under which the Bidder

proposes to procure additional and/or%e ment rolling stock from the
ROSCOs or extend existing leases;

Sets out the detailed basis f%counting treatment of leasing and
associated charges for all rol stock (explaining in particular whether
charges for the use of rol sto€k are treated as operating, finance leases or
otherwise and wh e detailed tax treatment of these charges
(explaining in par the application if relevant of the long funding lease

rules contained | apters 6 and 6A of Part 2 of the Capital Allowances Act
2001);

Provid ilS and assumptions for interest earned on cash deposits;

Xv. | *@ a’statement of funding available to the Franchisee from the Start
eNNcluding any assumptions around cash held previously by the

XVi.

cumbent operator relating to season ticket or advance ticket purchases at
the Start Date; and

Includes a letter from its financial adviser(s) (as an Annex if appropriate):

(@  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;

(b) 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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(c) Confirming that the funding plans, including term sheets and financing
assumptions, are accurately reflected in the Financial Model;

(d)  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 are identified and mitigated in the Financial Structure%

Funding Plan;
) Confirming that relief for, or transfer of losses is clearly s%f%n

the Financial Model and confirming that such relief will ed by

the Bidder’s owning group, as per paragraph 6.3.3.1

(9) Confirming that they have given consideration e deductibility of
any interest expense in light of thin capi n rules, etc as per
paragraph 6.3.3.1;

(h)  Setting out the calculated ratios in reie of the Guarantor(s) as set

out in subsection 6.10 (Updati f Q financial and economic
standing tests and submissi pdated bond provider letter(s)),
together with details of the ed and its source, and details of the
calculations undertaken r%irming, to the best of its knowledge,
that the ratios have been calculated in accordance with the parameters
defined in the P, cuments; and

(1) Confirming gth terest rates and contractual terms of any
inter-co orf*third party debt funding, subordinated loans or other

fundin ngements between, or to be between, the Franchisee and
ﬁlEte (as defined in the Franchise Agreement) or third party.

6.9.2 Fundi

6.9.2.1 Bid ed to be supported by two sources of funding which will be
acCtualised in the Funding Deed:
& Agreed Funding Commitment; and
@ ii. The Guarantee.
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. Such funding
must be incorporated in the Bidder's Financial Model to enable the Bidder to

127



demonstrate that its Bid complies with the Financial Ratio (1.070:1) tests in
paragraph 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
as defined in the Funding Deed. For the avoidance of doubt if the third party
funding is not guaranteed at bid submission, this will be taken into account b)%

Department as described in paragraph 7.9.2.
Guarantee (L

6.9.2.4 Bids for the East Anglia Franchise must be supported by a Qﬁwarent
company support ("Guarantee"). Such support must come from th uarantor
(as defined in the East Anglia Pre-Qualification Process D ent).

6.9.2.5 The Guarantee consists of the Required Guar and the Additional
Guarantee. The Required Guarantee is that c lated in accordance with
paragraph 6.9.2.7. The amount of the Guarant i%d in the Funding Deed
as ‘the PCS Facility’.

6.9.2.6 The Guarantor(s) of the successful Bid ovider(s) of the Guarantee will be
required to enter into the Funding D Ith,the Secretary of State. The Funding
Deed will set out the Guarantor( %on to make the Guarantee available.
The Guarantor(s) entering into the FUnding Deed with the Secretary of State will
be subject to the updated, tests,of financial and economic standing described in
subsection 6.10 (Updati PQQ financial and economic standing tests and
submission of update provider letter(s)).

Required Guar

aﬂ?
6.9.2.7 The amo Guarantee which the Department requires Bidders to provide
unde ding Deed will be calculable by Bidders by reference to their
Fin deI ("Required Guarantee"). The method of calculation is set out in
inancial Templates and is as follows:

11

§ Required Guarantee =£40m +10%><Z(BFPy - FPy)

y=1
Where:

BFPy equals the Department’s Baseline Franchise Payments® provided to
the Bidders, stated in the Financial Templates sheet ‘Funding’ row 20
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6.9.2.8

6.9.2.9

for each Franchisee Year “y” of the Core Franchise Term and the
Extension Period.

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 Franchisee Year “y” of the Core Franchise Term and
the Extension Period, and which are expressed in nominal terms. &or
the avoidance of doubt, these Franchise Payments are with
regard for payments by way of profit share payments du the
Department pursuant to paragraph 3 of Schedule 8.1 ise
Payments) of the Franchise Agreement.

Where (BFPy — FPy) for any given Franchisee Year “y” isinegate, (BFPy —
FPy) shall be deemed to be equal to zero for that gi rapchisee Year “y”.
For the avoidance of doubt, the fixed element o rantee amount is

£40,000,000.

Franchise Payments can be expressed, as itive or negative. Negative
Franchise Payments are payments fro anchisee to the Department.
Positive Franchise Payments are ts from the Department to the

Franchisee. ?\

Additional Guarantee

Bidders may propose
(“Additional Guara
robustness in the

ntee in excess of the Required Guarantee
the purpose of providing additional financial
Additional Guarantee must be advanced by the
ce with the terms of the Funding Deed i.e. it must be

Guarantor(s) in d
provided LQLM s identical to the Required Guarantee, including meeting the

Bonding irements.

The tee” is the sum of Required Guarantee and Additional Guarantee.

in® of Guarantee
6.9.@%8 will be required to procure, in accordance with the Funding Deed, a

bond(s) from third party financial institution(s) with a relevant credit rating in an
amount equal to the Bonding Requirement for the aggregate of the Required
Guarantee and any Additional Guarantee ("Bonded Guarantee”). For the
purpose of this paragraph 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
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ii. A3 (or better) by Moody's Investors Service Inc. in respect of long term senior
debt.

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

6.10.1 Bidders should refer to the PQQ and PPD for information relating to how the
Tests will be updated.

6.10.2 As set out in the passage of Section 5.3 of the PPD entitled “Re-calculation p@
receipt of tenders”, the Department will re-calculate the results of thegsO ce
the Bid has been submitted, both in light of the Guarantee (as de I y the
requirements set out in subsection 6.9.2 (Funding)), and to t ke%nt of any
audited annual accounts or credit rating updates iss uring the letting

process, or any material event disclosed or which ou have been disclosed
under Section E1.3 of the PQQ.

6.10.3 As explained above, the Bidder should note thatthe\Bonded Guarantee will need
to reflect the Guarantee. The PPD sets oufthe artment’s requirements in
relation to Bonded Guarantee in excess_of ion (referred to in the PPD as
the "Additional Bonding Requireme idders must return with their Bid an
updated letter from their bond previ hich reflects both the requirements
of the PQQ and PPD and the level nded Guarantee.

6.10.4 Bidders should be aw t the Funding Deed, along with the Bonded
Guarantee and Perform ond will be signed when the Franchise is awarded
and on the same dat e Franchise Agreement, albeit that the obligation to

provide the Gu te r call on the bond(s)) arises only on the date that the
winning Bid %nces the operation of the Franchise Services.

S
S
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7.1
7.1.1

7.2
7.2.1
7.21.1

7.21.2

Section 7: Evaluation criteria and methodology

Introduction
Subject to the terms of the ITT including without limitation:

I. The Department’s rights set out in subsections 3.5 (Non-compliant Bid

3.7 (Right to disqualify Bidders); q/
ii. The Department’s rights to terminate or amend the terms of the e ent

as set out at subsection 1.9 (Liability for costs, updates and tefmifattes); and

lii. Regulation (EC) 1370/2007, !

the East Anglia Franchise will be awarded to the Bid ho Submits the most
economically advantageous tender (“MEAT”).

Definition of MEAT for the Competition y

General rules
The Bidder submitting the most econﬁ advantageous tender shall be
p

determined by reference to the cri rinciples set out in this Section
7(Evaluation Criteria and Methodo

Subject to subsection 7.1 ( odnn), the most economically advantageous

tender will be the Bid ieves the highest Final Score (which, for the
avoidance of doubt, bevthe highest positive Final Score or where there are
no positive Final would be the negative Final Score closest to zero), as

described belo @ gept where the difference between such Final Score and the

P is a score equivalent to the Bidder's Risk Adjusted NPV calculated in
accordance with subsection 7.6 (Evaluation of Financial Robustness),
adjusted, if applicable, in accordance with paragraph 7.2.1.7. 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
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7.21.4

7.2.1.5

7.2.1.6

event of an overall premium and a negative number in the event of an overall
subsidy;

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 willbe
rounded up to 10.39); and %

n equals 33. &

The Risk Adjusted NPV will be for the Core Franchise Term plu nsion
Period. In calculating the Risk Adjusted NPV, Franchise qLPaym for the
Extension Period will be subject to a weighting of 50%.

For the avoidance of doubt, no adjustment will be @ o the Risk Adjusted

NPV used in the determination of P to reflect:
I. Any payments to the Department that Qe made under the profit
share/cap arrangements in the Franchi reement;
ii. Any payments to/from the Departme%way be made under the GDP and
CLE Adjustment Payment arrang% n the Franchise Agreement; or
In t

lii. To the extent included by Bi%& heir calculation of Annual Franchise
Payments, any paymentsNo/from the Department that may be made under

any of the perform centive regimes in the Franchise Agreement
including in re customer experience performance targets
Schedule 7.3 mer Experience Performance) of the Franchise

Agreement.

ity Score is 12.56 (this is less than 13 because the evaluation
in Sub-Plans is capped at 8) and therefore the maximum value of

48. This is the maximum score that a Bid can obtain in relation to
hatever the Risk Adjusted NPV of that Bid or the winning Bid. Since the

&izre f P is not known until Bids are received, it is not possible to specify in the

ITT a fixed weighting in percentage terms between price and quality.

Table 7.1. lllustrative example of calculating the Final Score using the General
Rules

n = 33 for this example.

Bidder 1: P=2,000; Q =11
Bidder 2: P=2,100; Q=5
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The Final Score for each Bidder will be:
Bidder 1: 2,000 + (33 x 11) = 2,363
Bidder 2: 2,100 + (33 x 5) = 2,265

The winning Bidder would be Bidder 1 as it achieves the highest Final Score.

(Non-compliant Bids);

7.2.1.7 |If: @
I. A Bid is found to be non-compliant in accordance with Suﬁ%5

ii. The Department decides not to exercise its right to reject Bid and
disqualify the Bidder who has submitted that Bid from t mpetition; and

iii. The effects of the non-compliance include a lik ancial impact on the
Department (in the Department’s reasonable view),

the Department may reduce the value of P uséd i e calculation of the Final
Score for that Bid to take into account i asomable view of the most likely
financial impact of the non-compliance epartment.

7.2.2 Supplementary rules
7.2.2.1 In the event that the difference b n the highest Final Score and the total

Final Score of any other Bid
for the purposes of identi

lessan 12 points, the following rules shall apply
winning Bid:

e Stage 1: Any Bid Final Score that is 12 points or more away from the
leading FinaleSco il be excluded from this part of the process. The
remaining,Bi IIPbe deemed “Stage 2 Bids”,;

e Stage difference between the highest quality component of the Final
htch for the avoidance of doubt is n*Q) and the second-highest
omponent of the Final Score amongst the Stage 2 Bids:

9
%at least 5 points, the winning Bid will be the Stage 2 Bid that achieved
\ the highest quality component of the Final Score; or
(b) Is less than 5 points, any Stage 2 Bid(s) with a quality component of the
Final Score of 5 or more below the highest Stage 2 Bid quality component

score will be excluded. The remaining Bids will be deemed “Stage 3
Bids”.

e 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,
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7.3
7.3.1
7311

7.3.1.2

7.3.2.2

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-Pla@
evaluation score in accordance with subsection 7.3.5 (Scoring methoflo
The Sub-Plan evaluation scores will be converted into Sub-Plan qualm [
accordance with subsection 7.11 (Conversion of evaluation scﬂl uality
scores).

The Department will use the weightings shown in c C of Table 7.2
(Sub-Plan weightings) to determine each Bid's ov ore for quality and

deliverability (the “Quality Score”).

Table 7.2. Sub-Plan weightings

: . (C) Sub-Plan
(A) Delivery Plan (B) Sub-Plan weighting
Delivery Plan 0: Bid Summary N/A
A\ 9
Sub-Plan 1.1: Train rV| 18%

Delivery Plan 1:
Operational Sub-Plan 1.2:¢leet Stgategy 30%
Delivery

Sub-Plal : Service Performance 17%

Sub- : Stations 12.5%

Delivery Plan 2:
Customer -Plan’ 2.2: Developing the Market 7.5%
Experience

b-Plan 2.3: Customer Experience 10%

Sub-Plan 3.1 Leadership 4%

Sub-Plan 3.2: Innovation Strategy 1%

The Department may commission specialist reports from within the Department
and, if appropriate, from its technical, legal and financial advisers. In addition it
may commission external specialist reports from Consultees on Sub-Plans or
other aspects of Bidder submissions.

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
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7.3.2.3

7.3.3
7.3.3.1

7.3.4
7.34.1

7.3.4.2

\!

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.

Where Sub-Plans are being supplied to the providers of specialist reports, they
will be circulated as the entire Sub-Plan. However, where Bidders’ response @
the Department’s requirements are included in other Sub-Plans, through%the use

of cross-referencing (as described in subsection 4.6 (Cross Referenc se
relevant Sub-Plans may also be provided to the relevant organisatian t&”enable
their report to be completed.

External evaluator organisations

The Department reserves the right to select Sub-Plan uators from within the

Department and externally. External evaluators m de, without limitation,
the Department’s technical, financial and legal adv .

Evidence
In evaluating Sub-Plans, the Depa ay take into account any relevant

information submitted with the Bigingluding, without limitation, the Operational
Models, the Record of Assumptions) and technical data such as the working
timetable.

The Department’s evaluati ill take into account the credibility of the Initiatives
in the Sub-Plans a ole. This may include, without limitation:

i. The quality o rch and analysis supporting the Initiatives;

t (and, if relevant, any qualifications on that commitment),
ments of any third party that the Bidder is relying on in delivering

successfully introduced elsewhere;

iv. Any cross references to other Sub-Plans made in accordance with
subsection 4.6 (Cross Referencing);

v. The robustness and resilience of its plans for delivery, including an
assessment of the risk to its ability to deliver in Challenging Circumstances;

vi. The quality or appropriateness of any Initiative or the proposed outcomes;

vii. The description of the resources to be employed and delivery timescales;
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viii. The extent of the availability of funding or financing assessed in accordance
with subsection 7.9 (Impact of review of financing and funding proposals);

ix. The extent to which the Bidder is willing to enter into an absolute obligation to
deliver  the Initiatives in  accordance  with  subsection 4.13.3
(Contractualisation);

X. The extent and nature of any relevant Franchise Agreement obligation; ar@
xi. The timing of Initiatives and the period over which the benefits they gener
are realised. Q
7.35 Scoring methodology %
7.3.5.1 Delivery Plans will be assessed at a Sub-Plan level ini accordance with
subsection 7.3.4 (Evidence), and awarded an evaluatigf SC by taking into

account:
I. The extent to which the Initiatives are releva opriate and sufficient
means of meeting, or where appropriate gxceeding, the requirements defined

in part (A) of the relevant Sub-Plan; an

ii. The credibility of the plan iver the Initiatives, including the
appropriateness of the resourc% mployed and the delivery timescales.
b

Where the RV Mechanism has en used in line with the provisions of
paragraphs 5.1.10 to 5.1.10.5, evaluation scores will take into account the
Initiatives which the ass Schemes support and not the value of the asset or
Scheme to a Success rator.

7.3.5.2 For the avoidan any doubt, the Department’s assessment of the Initiatives

and the cr itysof the plans for their delivery may be affected by the extent to
i support their responses with relevant and credible evidence as
part (B) of the relevant Sub-Plan.

7.3.5.3 jon scores will be awarded, in the judgement of the evaluators, by

ref@gence to the marking framework in Table 7.3 (East Anglia marking framework

\ guidance) below and should be read in conjunction with the explanatory text
which follows.
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Table 7.3. East Anglia 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 wh‘m%

requirements of the specification will be met.

6 Acceptable response that provides good confidence Qverfall “that the
requirements of the specification will be met.
8 Particularly robust response that provides excellg conkence overall that

the requirements of the specification will be me @‘- 00d confidence overall
that the requirements of the specification will be eXg€eeded.

10 Outstanding response that provides excelleft confidence overall that the
requirements of the specification wil met, and good confidence overall
that the requirements of the specifica il be greatly exceeded.

7.3.5.4 An evaluation score of 8 will be awa
criteria for the award of an evaluat

bject to paragraph 5.1.6) where the
ore of 6 are met, and, in addition:

i. The Sub-Plan is suppor by “particularly robust evidence which is in line

with the evidential nts in part (B) of the relevant Sub-Plan and
which provides nt*confidence overall that the requirements of the
specification wi et; or

ii. The Su poses additional Initiatives (aligned with the relevant
the Sub-Plan) which are supported by implementation plans,
wheft the Initiatives and the supporting implementation plans provide

Q 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 An evaluation score of 10 will be awarded (subject to paragraph 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 requiren‘%
of the specification will be greatly exceeded.

Scoring in the round

7.3.5.6 The Department will evaluate each of the Sub-Plans in the So for
example, although there will be a single overall score for eath Sub-Plan, each
Sub-Plan involves a number of elements and the e score for each
Sub-Plan will reflect the overall score for those eleme together, in each

case in the judgement of the evaluators.

7.3.5.7 Table 7.3 (East Anglia marking framework and gti ) sets out guidelines on
the basis of which the evaluators will det hether a particular Sub-Plan

merits a score of O, 2, 4, 6, 8 or 10.

7.3.5.8 Where the evaluators conclude t t%re elements of a Sub-Plan that meet
C

the conditions for a particular score ribed in Table 7.3 (East Anglia marking
framework and guidance) , that there are also other elements of the
same Sub-Plan that m %ﬂdltions for a lower or higher score, the overall
score for that Sub- @ eflect that assessment.

7.3.5.9 Where the eva ve minor concerns in relation to certain aspects of a
Sub-Plan s ose aspects of the Sub-Plan, if scored in isolation, would be
scored a the same time the evaluators conclude that other aspects of
the -Plan exceed the Department’s requirements and therefore, if

solation, would be scored as 8, they will take into account both the
eds Ob concerns and the areas where requirements have been exceeded so as
0 afrive 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 elem%

together, merits as a whole.
Intermediate scores Q

7.3.5.11 In addition to the scores set out in Table 7.3 (East Anglia markingm rk and

ame
guidance) and in accordance with the subsection 7.3.5 (Scdking Methodology),
an intermediate score of 1, 3, 5, 7 or 9 (the “full interme scores”) may be

awarded where the Sub-Plan exceeds the guidance f ward of a particular
and guidance) but at

score set out in Table 7.3 (East Anglia marking fr

the same time fails to meet fully the guidelines o%ward of the next higher
score set out in Table 7.3 (East Anglia ma@ ework and guidance). For
example, where the Sub-Plan exceeds_the“gu ce for a score of 6 but falls
shorts of meeting fully the guidancg fo score of 8, a score of 7 might be
awarded.

7.3.5.12 In addition to the possibility of av% g one of the scores set out in Table 7.3
(East Anglia marking fra and guidance) or one of the full intermediate
scores, the evaluators so award half scores (e.g. 6.5, 7.5 etc. but not any
other intermediate sc ch as 6.4 or 7.6) where they consider this necessary
and appropriat ordep to reflect the extent to which the Sub-Plan exceeds or
falls short rticular score. For example, where the Sub-Plan exceeds
substanti idance for the score of 6 but still falls short of meeting fully
the gui e%or a score of 8, a score of 7.5 would be awarded. Equally, where
the % exceeds only to a limited extent guidance for a score of 6, a score

uld be awarded.
7.3. &ocess for moderation of, and reaching consensus on, Sub-Plan
evaluation scores

.6.1 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 East Anglia
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 East Anglia project director will appoint a facilitator and a record k
manage this process.

7.3.6.6 The outcomes of this process, and the rationale for the evaluatiortgtgmll be
recorded and uploaded onto AWARD.

7.4 Impact of Financial Robustness Test on Sub-Plan evalﬂﬁ*scores

7.4.1.1 In accordance with subsection 7.6 (Evaluation of Qﬁll Robustness), a
Financial Robustness Test will be carried out on s?r | of a Bidder's Models
as part of the evaluation process. Where, in aBgor@ance with subsection 7.6.1
(Financial Robustness Test), a Bidder's Ri djuSted Financial Model projects
that the Financial Ratios will breach th%l requirement (having taken into
account the Materiality Threshold i aggkaph 7.6.1.6) at any point during the
Core Franchise Term or the Ext%iod (Consequences of high financial

risk). The evaluation score for any Sub-Plans which include a Relevant Initiative

will, subject to the princi out in paragraph 7.3.5.2, be reviewed and may
be revised so that the e tion score takes no account of the impact of such
Relevant Initiative, Joroyi that no revision will be made to any such evaluation
score pursuant ¢e,thi bsection 7.4 (Impact of Financial Robustness Test on

Sub-Plan e a cores) where such revision would result in an increase in

such eval re.

For t ' nce of doubt revision to the evaluation score for any Sub-Plan

urstantyio this subsection 7.4(Impact of Financial Robustness Test on Sub-Plan
&H uation scores) shall not cause any Sub-Plan to be deemed non-compliant.

7. x ere an Initiative includes multiple specified milestones for committed
deliverables, and some of these milestones would occur after the year of Breach,
the evaluation score for any Sub Plans which include such a Relevant Initiative
will be reviewed and may be revised so that the evaluation score takes no
account of the impact of those deliverables relating to milestones which fall after
the projected year of Breach, provided that no revision will be made to any such
evaluation score pursuant to this subsection 7.4 (Impact of Financial Robustness

Test on Sub Plan evaluation scores) where such revision would result in an
increase in such evaluation score.
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7.4.1.3

7.4.1.4

7.4.1.5

71.5.2

For the avoidance of doubt revision to the evaluation score for any Sub-Plan
pursuant to this subsection 7.4 (Impact of Financial Robustness Test on
Sub-Plan evaluation scores) shall not cause any Sub-Plan to be deemed
non-compliant.

The following principles shall apply for the purpose of this subsection 7.4 (Impact
of Financial Robustness Test on Sub-Plan evaluation scores):

i. No further adjustment will be made to the Bidder's Risk Adjust
pursuant to this subsection 7.4 (Impact of Financial Robustne e n
Sub-Plan evaluation scores); and Q

notwithstanding the adjustments described here, Bidd | be expected to
contract the Initiatives proposed in their Bids.
For the purpose of this subsection 7.4 (Impact of Ripaneial Robustness Test on

Sub-Plan evaluation scores):

ii. In accordance with this Section 7 (Evaluation criteria and gnetho gy), and
8kS. Qil

i. A “Relevant Initiative” means an Initi faF which the Completion Date
falls at any time after the year o (as defined in subsection 7.6

(Evaluation of Financial Robustn : agd

ii. “Completion Date” means b arlier of (i) the date specified for the
Relevant Initiative in t relev@nt Sub-Plan pursuant to subsection 5.1
(Introduction); and (ii te specified for the Relevant Initiative in the

Franchise Agree in'gach case the date by which the Relevant Initiative
will be complet

Bidders should “therefore, that the outcome of the process described in this
subsectiog act of Financial Robustness Test on Sub-Plan evaluation
score esult in adjustment to a Bid’s evaluation score on the application of

of financial robustness in accordance with subsection 7.6 (Evaluation
ancial Robustness) and may therefore affect the ranking of Bids and

of Wi
6mately the selection of the winning Bid.

Modelling Change tests

As described in subsection 6.7.2 (Modelling Change), Bidders must submit the
items in the column headed ‘Item’ in Table 6.3 (Modelling Change submission
requirements) in accordance with the requirements in the column headed
‘Requirements’ in Table 6.3 (Modelling Change submission requirements) in
order to be compliant with this ITT.

For the avoidance of doubt:
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7.6
7.6.1
7.6.1.1

7.6.1.2

7.6.1.3

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 suitability of
these documents when applied to Worked Examples but, rather, will consider
the suitability of these documents across the entirety of the Bid; and

requirements), relating to the suitability of the Models, will not be i
consideration of the suitability of the Financial and Operational Mod hen
applied to Worked Examples but, rather, will consider the suita W the
Models across the entirety of the Bid.

. Assessment of items 3 and 4 in Table 6.3 (Modelling Change SmeiSQ n

Evaluation of Financial Robustness !

Financial Robustness Test

The Department will undertake a financial ustpess test (“Financial
Robustness Test”) in accordance with this ection 7.6.1 (Financial
Robustness Test) on each Bidder's del xcept as described in

paragraph 7.6.1.8. Following, and as a_res
Department will calculate the “Risk Adj
the formula at subsection 7.2 (Definiti

Further to the evaluation of the Bids

e completion of this test, the
PV”, which is component “P” in
EAT for the Competition).

the development of risk adjustments,

the Department will prod a“Risk Adjusted Financial Model” in respect of
Bidders whose Bids hav n risk adjusted, based on its reasonable view of the
most credible financia me. The Department will not risk adjust a Bid and

will deem the Bi
information
Bid is suf

h low financial risk if, by taking into account all relevant
it, it concludes that the evidence that is presented in the

edible so that there is not a material risk of a materially

jial outcome.

differ
, at int during the Core Franchise Term and the Extension Period, the

@5

ncial Ratio in the Risk Adjusted Financial Model is projected to breach
, the Bid will be deemed to have high financial risk and subsection 7.6.2

(Consequences of high financial risk) will apply, except as described in
paragraph 7.6.1.6. If a Bid is projected in its Risk Adjusted Financial Model not to
breach the Financial Ratio of 1.050 it will be deemed to have low financial risk.

7.6.1.4 For the purpose of making this assessment, the Department will:

In accordance with the functionality described in subsection 6.3.3 (The
Financial Model), assume that the Bidder will pay out all available funds as
dividends in each Franchisee year, provided that such amounts are restricted
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to distributable profits and do not cause the Financial Ratios to be reduced
below 1.070 in the relevant Franchisee year; and

ii. Take into account the total Guarantee committed in the Bid which the Bidder
would be able to draw on in order to avoid breaching the Financial Ratios
(1.050:1).

7.6.1.5 There will be no opportunity for the Bidder to amend its Bid, including by m
available additional finance.

7.6.1.6 A Bid will nonetheless be deemed to have low financial risk if the tot oupt of
additional Guarantee, over and above the Required Guarantee itional
Guarantee committed in the Bid, that the Department e timg?ep/ould be
required during the Core Franchise Term and the Exten;}gpkerio in order to
avoid breaching the Financial Ratios (1.050:1) is (th otiomal Guarantee")

less than the “Materiality Threshold”. The Matendlity Threshold will be
£20million (nominal).

7.6.1.7 If a Bid is deemed to have low financial riskthe Risk Adjusted Financial Model
will be the Financial Model as bid, and the Ri justed NPV will be the As Bid
NPV, as calculated in sheet NPV cell F6 the Financial Templates.

7.6.1.8 The Department reserves the htyto undertake aspects of the Financial
Robustness Test only on one or morg leading Bid(s), as described in Appendix 3
(Risk Adjustment Process), if Indetermines that undertaking those aspects of the
Financial Robustness T one or more other Bid(s) will have no impact on
the selection of the wi Bid.

7.6.2 Consequences i inancial risk
7.6.2.1 rgjected in the Risk Adjusted Financial Model to breach the

s at any point during the Minimum Financial Robustness Period,

7.692. If*a Bidder is projected not to breach the Financial Ratios during the Minimum
Financial Robustness Period, but is projected to breach the Financial Ratios
(1.050:1) at any other point during the Core Franchise Term, or during the
Extension Period, the Bidder’s Risk Adjusted NPV will be equal to the sum of the
following:

I. The NPV of the As Bid Franchise Payments, calculated in Sheet NPV row 42
of the Financial Templates, in respect of each Franchisee year from the Start
Date to the end of the Franchisee year immediately prior to the first
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Franchisee year in which the Bidder is projected to breach the Financial
Ratios (1.050:1) (the Franchisee year of projected breach being the “Year of
Breach”); plus

ii. In every year apart from Franchisee year 2025/26, X% of the NPV of the As
Bid Franchise Payments in respect of the year of Breach where X is the
proportion of the year of Breach before the Financial Ratios (1.050:1) ase
projected to be breached and in Franchisee year 2025/26, X% bej %
relevant weighted NPV depending on when in Franchisee year ZOZ%e
breach occurred to take account of the 50% weighting for th Ion
Period; plus

iii. (100-X)% of whichever is the lower (in terms of premium recetved by the
Department) of:

(@) The NPV of the As Bid Franchise Payment respect of the year of
Breach; and

(b)  The Department’s Base Line Pren@r spect of the year of Breach

(in either case, subject to weigh the Extension Period where
relevant, and if the year of Breach is 2025/26, calculated separately
for the parts of the yeag 2 which fall before and after the end of
the Core Franchise T% ke account of the 50% weighting for the
Extension Period);%lus

Iv. The aggregate of th evant amounts in respect of any Franchisee year
from and includin Franchisee year immediately following the year of
Breach until e f the Core Franchise Term plus the Extension Period.
For the of this bullet only, the “relevant amount” in respect of any
Franc shall be the lower (in terms of premium received by the

ent) of:

X
he NPV of the As Bid Franchise Payments in respect of that
Franchisee year; and

\& (b) The Department's Base Line Premium in respect of that
Franchisee year (and, for the avoidance of doubt for year 2025/26 the
calculation of the "relevant amount” shall be undertaken separately for

the Core Franchise Term and the Extension Period to take account of
the 50% weighting for the Extension Period).

7.6.2.3 The calculation of the Risk Adjusted NPV will also be subject to the weighting for
the Extension Period defined in subsection 7.2 (Definition of MEAT for the
Competition).
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Table 7.4. Department’s Base Line Premium

Franchisee year Department’s Base Line

Premium (expressed as
unweighted real NPV £'000s)

Franchisee year to March 2021 [1

Franchisee year to March 2022 [1 @
Franchisee year to March 2023 [1 Q

Franchisee year to March 2024 [1

Franchisee year to March 2025 [1 ! %
Franchisee year to March 2026 (part [1 %

Core Franchise Term & Part Extension
Period)

Franchisee year to March 2027 [1 i

(extension)

7.6.2.4 For the avoidance of doubt:

&

V.

Franchise Payments and ot er% t financial amounts shown in the
S

Franchise Agreement will be d upon the winning Bidder's Modelling
Suite;

The Risk Adjusted F [ odel and Risk Adjusted NPV will only be used
for the purpose o inancial Robustness Test and accordingly calculating
the Final Score efined in subsection 7.2 (Definition of MEAT for the
Competitign),

The e scores may be adjusted as described in subsection 7.4

inancial Robustness Test on Sub-Plan evaluation scores); and

(l
% ovisions of this subsection 7.6.2 (Consequences of high financial risk)

ill not apply where a Bidder is projected in its Risk Adjusted Financial Model
to breach the Financial Ratios but the amount of Notional Guarantee required
to avoid the breach is less than the Materiality Threshold described in
paragraph 7.6.1.6.

The Department will issue the Base Line Premium and Schedule 8.4 inputs
(DfTgdpR, DfTcleR, CLE and GDP forecasts and elasticities), incorporating
updated DDG and GLA forecasts, before the end of September 2015 and an
update before the end of October 2015.
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7.7 Evaluation impact of contractual treatment of Bidders’ Initiatives

7.7.1 The following will apply in relation to the contracting of Initiatives included in a
Bidder's Sub-Plans:

(@ Th
(b)

N

As set out in subsection 4.13 (Process following Bid submission), the
Department may require any Initiative to be included as a Committed
Obligation in the Franchise Agreement. The Department may exercise

right in relation to some or all of the Initiatives included in a Bid; (L%

Where a Bidder has stated that an Initiative is a Contingent Initi itdptay
impact on the Department’s evaluation of the credibility of th eliver
the Initiative, and the Financial Robustness Test;

The Department reserves the right to provide only one re of the Bidders
with its contractual drafting of the Committed ions the Department
requires in relation to some or all of the Initiatives tained in the relevant
Bidder's Bid. The Department will provid
comment on whether this drafting accur
in their Bid. Bidders will have five warkin (or such longer period as the
Department may specify) to respond."Bidders’ comments must be restricted
to confirming that the drafti the Initiatives within their Bid, or
indicating where the drafting do ot reflect the Initiatives contained within

rs“with an opportunity to
ts the Initiatives contained

ly

their Bid, giving the reasong why”Bidders must not submit alternative drafting
of Committed Obligatiogs, @less requested to do so by the Department. If,
by a date specifi thé Department, the Bidder is not prepared to enter
into the contrac terms prepared by the Department (if appropriate, as
ieder), in its sole discretion the Department may revise:

clarified with
n score attributed to the relevant Sub-Plan; and

ther element of the evaluation (including without limitation the
cial Robustness Test),

uch that such evaluation score or element does not take the relevant
Initiative into account, provided that no revision will be made pursuant to
this subsection 7.7 (Evaluation impact of contractural treatment of Bidders'
Initiatives):

o To any evaluation score, where such revision would result in an
increase in such evaluation score; and

o To the Financial Robustness Test, where such revision would
result in the Bid being deemed to have low financial risk.
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1.7.2

7.7.3

7.8
7.8.1

7.8.2

7.9
7.9.1

For the avoidance of doubt, this contractualisation process may result in a
reduction in a Bidder's evaluation score and quality score and therefore the
Bidder's Final Score and may therefore affect the ranking of Bidders and
ultimately the selection of the winning Bidder.

Subsections 7.6.1 (Financial Robustness Test) and 7.6.2 (Consequences of high
financial risk) of this ITT apply to Reserve Obligations.

Interaction between evaluation scores and the Financial Robustnes
n

The assessment of financial robustness described in subsection 7.6 lu
of Financial Robustness) will be informed by the review of Bidd Q?Ians,
and any other information available to the Department, in agcorda with the
guidance provided in Appendix 3 (Risk Adjustment Proces

There is no automatic link between the scoring of ns and the financial
risk adjustments. However, if further to the remiewSef the Sub-Plans, the
Department has concerns about the quality or deliviefability of an aspect of one
or more of that Bidder's Initiatives, and beélieve at as a result there is a
material risk of a materially different financia me from the Bidder’s financial

projections, the Department may both;

I. Take into account any risk t elivery of the Bidder’s Initiatives in the
scoring of the Sub-Plans as cribed in subsection 7.3 (Quality and
deliverability evaluation); a

ii. Make a financial ri
Financial Rob

ment as described in subsection 7.6 (Evaluation of
reflect any risk to the achievement of the Bidder’'s

financial prow.
Impact of@ f financing and funding proposals

Bidd ing and funding proposals, as described in their Financial
Str d Funding plan (described at subsection 6.9 (Financial Structure and

odelling Suites, will be reviewed in order to assess their robustness,
liverability and credibility.

in® Plan)), and their financial implications as reflected in the Bidders’
&w

\!

Where the available evidence fails to provide the Department with adequate
confidence that the funding or financing will be available:

I. In sufficient quantum (for example, letters of support and term sheets from
third party financiers do not provide reasonable confidence that the funding
will be made available to the Franchisee to the extent reasonably required to
substantially deliver an Initiative and/or are inconsistent with the values
contained in the Bidder’'s Modelling Suite or other Bid documentation); or
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ii. At the right time (for example, letters of support and term sheets from third
party financiers do not provide reasonable confidence that the funding will be
made available to the Franchisee at the time proposed by the Bidder in its
Modelling Suite or other Bid documentation to enable the Initiative to be
delivered on or by a certain date and in the manner described),

the Department may:
(a) Take this into account in determining the evaluation score @
Sub-Plan which includes any such Initiative, to reflect the risk t@/ f

that Initiative; and
(b) Make a financial risk adjustment (in accordance wit Ap(p%d (Risk

Adjustment Criteria and Process)) to reflect any. ulting 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 rfégan evaluation score of less
ns:

than 4 in respect of any of the following Su

i. 1.1 Train services;

ii. 1.2 Fleet strategy;
iii. 1.3 Train Service Perfor ancebi or

iv. 2.3 Customer Experi
together the “Key Su s™
7.11 Conversion of lu n scores into Quality Scores

7.11.1 The Depar, t Will convert Sub-Plan evaluation scores into Sub-Plan Quality
Scores is of Table 7.4 (Conversion of evaluation scores into Quality

onversion of evaluation scores into Quality Scores

Evaluation Score Quality Score
\ 0-35 0

4 1

4.5 2

5 3

5.5 4
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Evaluation Score Quality Score

6 5
6.5 6
7 7

8.5 10

: . <\
. : \5&

7.11.2 The allocation of a Quality Score of 0 -Plan will not prejudice any right
that the Department has un section 7.10 (Delivery Sub-Plan
non-compliance) to deem the Bid§ ompliant.

7.11.3 The overall Quality Score
Sub-Plan, weighted in
weightings). This Quall
subsection 7.2 (Defii

e aggregate of the Quality Scores for each
ce with column (C) of Table 7.2 (Sub-Plan
re is component Q in the formula set out at

MEAT for the Competition).

7.12 Process for_de ith rolling stock conflicts between East Anglia and

ern franchise competitions

7.12.1 The n@w ent will review each Bid against the proposals of the leading bidder
an agChisee for each of the Northern and TPE franchise competitions to

In the event that any conflicts are identified in respect of rolling stock, such that
rolling stock proposed by one or more Bidders is proposed by the leading bidder
and/or franchisee for either of the Northern or TPE franchise competitions during
the period of the Franchise, and that rolling stock falls within paragraphs 5.3.2.16
(i) or (i), then such rolling stock becomes ‘Affected Rolling Stock’. The
Department shall allow each Bidder whose Bid contains Affected Rolling Stock
(‘the Affected Bidder’), but not any other Bidders (except as permitted under
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paragraph 7.12.5), the opportunity to re-submit a modified Bid in accordance with
paragraph 7.12.4.

7.12.3 Bids will not be considered as non-compliant in accordance with paragraph
7.10.1 where the circumstances described at paragraph 7.12.2 above occur and
as a consequence, a term sheet submitted pursuant to paragraph 5.3.1.10(iv)
has been withdrawn by a ROSCO or is no longer valid.

7.12.4 Where an Affected Bidder is entitled to submit a revised Bid then: @
i. The Department will provide the Affected Bidders who are entltle
revised Bid with revised ITT instructions at that time;
ii. The Department will provide the Affected Bidders with a minimuniof 9 weeks
in which to submit a revised Bid, with the specific tim s included in the
revised ITT instructions at that time;

lii. The Affected Bidders shall only be entitled to ¥éwi eir Bids in respect of
the effect of the lack of availability of the A ed Rolling Stock on their Bids
and the Affected Bidders will be requi to demonstrate why revisions to
their Bids are required as a result ck of availability of the Affected

Rolling Stock
iv. The Department shall set out the revised instructions any assumptions
that the Affected Biddersy,are Ied to make, in resubmitting their Bid, in

respect of availability stock;
v. Evaluation of all cltrding the revised Bids, shall be conducted following
submission of th ised Bids; and

vi. For the idawiCe of doubt, Bidders will not be permitted to make changes in
their r d except where permitted by this paragraph 7.12.4 and the
aent’s revised ITT instructions.

7.125 Al 85s (whether or not they are Affected Bidders) will, if the circumstances

described at paragraph 7.12.2 above occur, receive any revised ITT instructions

&d will be permitted to amend or re-confirm the pricing of their rolling stock

\solution within their Bids, within the same time period as Affected Bidders are
permitted to submit a revised Bid.
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Al. Appendix 1: Glossary

Additional has the meaning given to it in 6.9.2.8;
Guarantee
Agreed Form means those documents listed in Table 4.3;

Documents

Commitment or

Agreed Funding has the meaning given to it in the Funding Deed, (L:

AFC

Annual Census Annual Census of Peak Period Passenger Loadings;

Appraisal Templated outputs allowing the Department to assess the VIM of

Templates their bid submissions (Data site section 03.01);

Associated Entity  has the meaning given to it in subsection unications);

As Bid Franchise  in respect of any Franchisee year the e‘of Franchise Payments

Payments (excluding any amounts exelud accordance  with
paragraph 7.2.1.5) for that Franchise r as shown in the Bidder’s
Financial Model;

As Bid NPV the NPV of the Bid as su d adjusted accordingly for Errors
as per section 6.2.1;

ATOC Association of Train‘@petelting Companies;

AWARD has the meaning givelh to it in subsection 3.8 (Data Site and
AWARD);

BCQ has the ing given to it in subsection 3.9 (Bidder clarification

questi
Base Line As defi in Table 7.4;
Premium
Bid der submitted by a Bidder in response to this ITT;
Bidder the meaning given to it in subsection 1.1 (Introduction);
Bonded has the meaning given to it in paragraph 6.9.2.10;
Guaran
Bondt where the Guarantor(s) of an amount of Guarantee pass the
uirements economic and financial standing tests referred to in subsection 6.10

(Updating of PQQ financial and economic standing tests and
\ submission of updated bond provider letter(s)), this is 50% of the
relevant Guarantee amount. Where the Guarantor(s) of an amount
of Guarantee do not pass the economic and financial standing tests
referred to in subsection 6.10 (Updating of PQQ financial and

economic standing tests and submission of updated bond provider
letter(s)), this is 100% of the relevant Guarantee amount;

BTP British Transport Police;
Calculation the review conducted in accordance with subsection 6.8.5
Review (Calculation Review);
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CAPEX

Challenging
Circumstances

CMA
CMS Passengers

Completion Date

Conditions
Precedent
Agreement

Consultee

Contingent
Initiative

Core Franchise
Term

Critical Load

Critical Load Point

Crowding Limits

Customer Report

Customer Serv

Elements
Data Si Q

ivery, Plan
Department

EA02
EC

capital expenditure;

circumstances such as extreme weather, industrial action or line
closures;

means the Competition and Markets Authority;

the forecasting software known as ‘CMS Passengers’ used
forecast redistribution of passengers amongst individual servic

particular routes;
S Pbdent

has the meaning given to it in paragraph 7.4.1.4;

means the version of the East Anglia Conditi

Agreement which the Department supplies to Bidders a “Final
Bid Version” for the purposes of this ITT;
has the meaning given to it in subsection Industry consultation

and disclosure of information in Bids);

has the meaning given to it in subsecti (Contractualisation);

the core term of the Franchise
that may be called under clau

reement (excluding any extension
e Franchise Agreement);

a train’s passenger load at t al Load Point

the geographic locdtion \et which a train’s passenger load is at its
greatest;

are the maxima sShown in Annex B;

means a in the format and providing the information specified
in the el and Stakeholder Engagement Strategy published in
acc e “with paragraph 10.1 of Schedule 7.2 (National Rall

n Surveys, Customer Report and CCIF Scheme) of the
F e Agreement;

have the meaning given to it in paragraph 5.4.3.2;

has the meaning given to it in subsection 3.8 (Data Site and
AWARD);

means a Delivery Plan described
requirements — Delivery Plans), being:
Delivery Plan 0 — Bid Summary
Delivery Plan 1 — Operational Delivery;
Delivery Plan 2 — Customer Experience;
Delivery Plan 3 — Franchise Management

and ‘Delivery Plans’ shall mean more than one of them;

in Section5 (Detailed Bid

has the meaning given to it in subsection 1.1 (Introduction);
Enterprise Act 2002;

European Commission;
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EIR

Escrow
Agreement

EU
EUMR

Evening Peak

Exemplar Stations

Exogenous
Forecasts

Extension Period

Final Risk
Adjustments

Final Score

Financial Model

Financial Ratio(s)

Financial
Robustnesg

Financia
St a
in lan

inal |aI
plates
LPA

FOIA

Forecast
Passenger
Demand

Form of Tender

Environmental Information Regulations 2004;

means the version of the East Anglia Escrow Agreement which the
Department supplies to Bidders as the “Final Bid Version” for the
purposes of this ITT,;

European Union;
Council Regulation (EC) No. 139/2004;

means, in relation to any Passenger Service, the period W
1600 and 1859 (inclusive) during a Weekday or s

continuous three hour period between 1200 and 235 NS
the Secretary of State may specify from time to time;
Acle’

Ipswich, Ely, Ware, Hatfield Peverel, Sherlngh d

s forecasts of
, prowded on the
DGE inputs (v1.5.1.0)

means the Department’s central view
demand drivers at the time of publlcatlon
Data Site in the document “April 20
PDFH5.1_27;

any extension which is called und use 5.2 of the Franchise
Agreement. Where Bidders a e o provide information for the
Extension Period, this provided for the maximum
Extension Period provided use 5 (Duration of the Franchise
Agreement) of the Fran eement;

has the meaning givemtotit in subsection A3.2 (Overview of Process)
of Appendix 3 (Risk Adjustment Process);

has the m iven to it in paragraph 7.2.1.3;

a fin ia
(Finan

del prepared in accordance with subsection 6.3
Operational Model requirements);

S ratio of Modified Revenue to Actual Operating Costs for
t chisee year in accordance with row 86 of worksheet “FO&C”
f the Financial Templates;
has the meaning given to it in subsection 7.6 (Evaluation of Financial
Robustness);

has the meaning given to it in subsection 6.9 (Financial Structure and
Funding Plan);

has the meaning given to it in subsection 6.3.6 (Financial Templates);

has the meaning given to it in paragraph 1.7.1;
Freedom of Information Act 2000;

the total number of Peak passengers forecast to be travelling in
standard class at the Critical Load Point on each of the Peak trains
on these routes;

means the version of the East Anglia Form of Tender which the
Department supplies to Bidders as the “Final Bid Version” for the
purposes of this ITT;
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Franchise
Agreement

Franchise
Sighature
Documents

Funding Deed

Funding Plan
GEML

General Ledger to
DfT Financial
Template Mapping

Guarantee
HMT
IFRS

Industry Partners

Initiatives
ITT
Key Sub-Plans

London Peak
Service

@Xg Form Report

MAA

Market Segment

means the version of the East Anglia Franchise Agreement which the
Department supplies to Bidders as the “Final Bid Version” for the
purposes of this ITT,;

has the meaning given to it in Table 4.3 (Structure and Format of
Bids);

means the version of the East Anglia Funding Deed whic @
Department supplies to Bidders as the “Final Bid Version” for the

purposes of this ITT; Q

ancial Template

has the meaning given to it in the Funding Deed,;
Great Eastern Main Line;

Mapping of unique General Ledger codes to
cost lines, allowing the Department to trac a flows from General
Ledger / Long Form Report to Bidders’ iag Suites (Data site

section 03.01.01);
WA {0 6.9.2.9:

has the meaning given to it in para
HM Treasury;
International Financial Re andards;

include without limitati
other train operato
supply chain includin

rk Rail, ORR, Transport for London,
operators, ROSCOs and the wider

proposals and ‘@gmmitefents included in a Bidder’s Sub-Plans;

has the en to it in subsection 1.1 (Introduction);
has th ing given to it in paragraph 7.10.1;
an Passenger Service that:

advertised to arrive at London Liverpool Street during the

Morning Peak; or

e does not serve London Liverpool Street and arrives and
terminates at Stratford between during the Morning Peak; or

e is advertised to depart from London Liverpool Street during
the Evening Peak; or

e does not serve London Liverpool Street and departs from
Stratford during the Evening Peak

the historical summary of the financial and operational performance
of each element of the Greater Anglia Franchise, together with
explanations of any movements in such financial and operational
performance;

moving annual average;

The passenger services can generally be broken down into five
market segments:
e InterCity services that offer long distance rail services
between London and Norwich operating on the Great Eastern

154



Mainline;

e Great Eastern suburban rail services that operate to
Southend Victoria, Southminster, Clacton-on-Sea, Ipswich,
Harwich, Braintree and Sudbury;

e West Anglia services that operate to Hertford East,

Cambridge and King'’s Lynn;
e Stansted Express that offers a link to Stansted airport wi @

some peak commuting services; and

e Regional services that include interurban rail servic
between Norwich, Cambridge and Ipswich and es
to Great Yarmouth, Lowestoft, Cromer and Shefringh that
link into InterCity services. These services also provite some
connections at Peterborough to the Mid and the North of
England,;

Materiality has the meaning given to it in paragraph 7.
Threshold

MEAT most economically advantageous teRde

Minimum evidential requirements for Su s gpecified in paragraph 5.1.4;
Evidential
Requirements

Minimum has the meaning given ragraph 7.6.2.1;
Financial
Robustness
Period

Model Audit has the me@ami iven to it in subsection 6.8.4 (Model Audit);

Modelling Best the confi ioh that the Models have been prepared in accordance

Practice wit tice as required by subsection 6.8.2 (Modelling Best

Confirmation Practi onfirmation), subject to any derogations granted pursuant
t ction 6.8.3 (Derogations);

Modelling Suit hasjythe meaning given to it in paragraph 6.1.1;

Models has the meaning given to it in paragraph 6.1.1;

MOIRA @ the timetabling software known as ‘MOIRA’ used to forecast the
MOIRAZ2;
2

impact of timetables on passenger demand and revenue but not

M a model which comprises the timetable/revenue tool used to provide

inputs into the revenue model;

orning Peak means, in relation to any Passenger Service, the period between
0700 and 0959 (inclusive) during a Weekday or such other
continuous three hour period between 0600 and 1159 as the
Secretary of State may specify from time to time;

Network Rail East = The Network Rail document uploaded on the data site for the East

Anglia Franchise  Anglia franchise competition with the same title;
CP5 Infrastructure

Assumptions

Notional has the meaning given to it in subsection 7.6.1.6;
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Guarantee

NPV or Net
Present Value

Off-Peak

Operating Manual

Operational
Model(s)

ORR
Other Revenue

Other
Supplementary
Material

PDFH

Peaks

PQQ

PPD

Proposed Risk
Adjustments

Public
Performance

Measure or PPM

Quality Score

RTS

Record o Q

net present value, calculated as the aggregation of the present value
of relevant future cash flows;

means, in relation to any Passenger Service, the period of time
outside of the Peak;

a manual prepared in accordance with subsection 6.6 (Operati
Manual);

models prepared in accordance with subsection 6.3.4 (@

Models);

the UK Office of Rail and Road; (L

has the meaning given to it in subsecti .3.5\Supplementary
Material);

Passenger Demand Forecasting HandbQok;

as set out in the Financial Templates;

means the Morning Peak and the,Eve Peak;

pre-qualification questionnaire
published on 6 June 2014;

the pre-qualification pro

he East Anglia Franchise

ument that accompanied the PQQ;

has the meaning give in subsection A3.2 (Overview of process)
of Appendix 3 {Risk Adjgstment Process);

nce measure as produced and/or published by

sion of evaluation scores into quality scores);

Rall Technical Strategy as published on 13 December 2012 by the
nical Strategy Leadership Group of RSSB;

a record of assumptions prepared in accordance with subsection 6.5
(Record of Assumptions);

means any Passenger Service that does not call at or pass through
Manningtree, Stansted Mountfitchet or Diss, and
e is advertised to arrive at Cambridge, Ipswich or Norwich
during the Morning Peak; or
e is advertised to depart from Cambridge, Ipswich or Norwich
during the Evening Peak; or
e departs from Sudbury and connects at Marks Tey with a train
that arrives at London Liverpool Street during the Morning
Peak; or
e terminates at Sudbury having connected at Marks Tey with a
train departing from London Liverpool Street during the
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Evening Peak.

Regulation (EC) has the meaning given to it in paragraph 1.2.1;
1370/2007

Relevant Credit has the meaning given to it in paragraph 6.9.2.10;
Rating

Relevant Initiative  has the meaning given to it in paragraph 7.4.1.4;

Relevant Operator means any person who operates rail passenger services {wi %
England, Scotland or Wales under contract to a public a ity
any successor operator to that person;

Required has the meaning given to it in paragraph 6.9.2.7; (L
Guarantee ]

Required has the meaning given to it in paragraph 6.3.5.
Supplementary

Material

Residual Value has the meaning given to it in paragrar?l. ;
Mechanism or RV

Mechanism

Risk Adjusted has the meaning given to it in raph 7.6.1.2;

Financial Model

Risk Adjusted has the meaning gixgn it in subsection 7.6.1 (Financial
NPV Robustness);

ROSCO Rolling Stock Compan

RSSB Rail Safety and'gtan s Board Ltd;

Scheme has the en to it in paragraph 5.1.10;

Secretary of State  has th ing given to it in subsection 1.1 (Introduction);

Secretary of State  the asSwuptions specified in Schedule 9.4 (Secretary of State Risk
Risk Assumptions A ions) of the Franchise Agreement;

SMEs | 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);
&0 ers include without limitation: Network Rail, ORR, the Department,
\ Transport for London, RSSB, NSARE, other train operators, freight
operators, ROSCOs, ATOC/Rail Settlement Plan, BTP, Rail Delivery
Group, trade unions, Great Eastern Main Line Task Force, West
Anglia Task Force, National Rail Enquiries, cross-industry bodies,

charities, Community Rail Partnerships, Transport Focus, Local
Authorities, Local Transport Authorities and the wider supply chain
including SMEs;

Station Asset means those principles submitted by Bidders in response to
Management paragraph 5.4.1.2i;

Principles

Stage 2 Bids has the meaning given to it in paragraph 7.2.2.1;
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Term

Stage 3 Bids
Sub-Plan

Supplementary
Material

Target Date(s)

Tests

TOC or Train
Operating
Company

Total Capacity

Train Service
Requirements or
TSR

Train-to-Internet
Connection

Transport Focus

Typical Autumn
Weekday

Meaning

has the meaning given to it in paragraph 7.2.2.1;

those plans as set out in the column headed ‘Sub-Plan’ in Table 5.1
(Delivery Plans and Sub-Plans);

means any and all items of Required Supplementary Material or

Other Supplementary Material provided with the Bid as thos
expressions are defined in paragraphs 6.3.5.1 and 6.3.5%

respectively;

has the meaning given to it in paragraph 5.3.2.10(iii);

has the meaning given to it in subsection 6.10 (Up QQ
financial and economic standing tests (the “Tests”) and*sulimission of
updated bond provider letter(s));

a Train Operator as defined in the Franchise A nt;
The number of seats plus the number gers standing;
the requirements set out in Attachm

een the train installed equipment

d through aggregating commercially

operated mobile netwo perators’ data services, and potentially

supplemented by a% private network solutions such as Wi-Fi or
unlicensed wireless networks at key locations;

means the IP data connec
and the internet, typical

blic body known as both ‘Transport Focus’ and
ger Council’ created by Government to safeguard the
ssengers;

ursday in Autumn (excluding half term week) with no disruption
t es, no special events generating abnormal demand and no
hallenging Circumstances;

West Anglia Main Line;
has the meaning given to it in paragraph 6.7.1.1;

has the meaning given to it in paragraph 7.6.2.2i.
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A3. Appendix 3: Risk Adjustment Process

A3.1
A3.1.1

A3.1.2

A3.1.3

A3.1.4

A3.2
A3.2.1

Introduction

This Appendix 3 summarises the approach that the Department will adopt in Bid
risk adjustment.

All Department risk adjustments will be made on the basis of the Depaft @
reasonable view of the most credible financial outcome, taking into u all
relevant information available to it, including existing indugtry#Department

guidance and research, new research and other evidenge put|fgtward by
Bidders in associated Delivery Plans or Sub-Plans, the Rﬁ&of Assumptions,
or any other relevant information submitted with Bids.

The Department will not risk adjust a Bid if, by taking“gto account all relevant
information available to it, it concludes that@ cethat is presented in the
t th

Bid is sufficiently credible to convince it t e”is not a material risk of a

materially different financial outcome.
The information set out in this Appéndli intended to provide Bidders with as

much guidance as possible in tigh to how risk adjustments will be made.
However, it should be recognised that such guidance can never be complete or
apply to all possible situation$y, as it is not possible to predict in advance of Bid

submission how Bidde ill construct their Bids and so what issues and risks
may be identifie ch Bid. Ultimately, the key factor in making risk
adjustments witihbe Department's reasonable view of what constitutes the
most credi ncial outcome, taking into account all relevant information
available .

Ove rocess

t to paragraphs A3.1.2-A3.1.4, A3.2.2 and A3.2.3, the approach that will
bexollowed is:

A \ e 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
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, Franchise Agreement and Modelling

Suite to assess the overall deliverability and quality of the Bid, the Department
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A3.2.1.3

A3.2.1.4

A3.2.1.5

A3.2.1.7

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, without limitation, where:

I. There are concerns about the operational, commercial or management
arrangements set out, and therefore concerns as to whether the Franchise
will require additional costs in order to deliver the Initiative, or whether it wi
generate the revenue that has been forecast;

ii. There are concerns about the implementation strategy for a partic (L
Initiative, and therefore there is a risk that higher costs or lowe will
arise than forecast; or

iii. There are concerns about whether the revenue or cos%ted to an
Initiative is achievable, even if the Initiative is imple ted sticcessfully,
because of concerns about the methodology or as ptions used in the
modelling of the impact of the Initiative.

If necessary and appropriate the Departmégt m eek clarification under the

clarification process described in subsecti 3.2 (Engagement with bidders
and evaluation clarification process

Further to the reviews describ ve, the Department will determine the
values for exogenous rev nue% rs that it will use in the risk-adjusted
forecasts for all Bidde accordance with subsection A3.4 (Revenue —
exogenous). It will alsoNidegtify any evidence or analysis provided by a Bidder
with its Bid whic relevant to the risk adjustment of another Bid, in
accordance witfi,su tions A3.5 (Revenue - excluding exogenous) and A3.6
(Cost).

The De will then identify the risk adjustment(s) it intends to make to
Models (“Proposed Risk Adjustments”). The Department will
exogenous risk adjustments prior to any endogenous risk

«h ustments. The basis for such risk adjustments is described below.
6

e 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 process referred to in this paragraph A3.2.1.7 and paragraph A3.2.1.8 in
respect of that Bidder if, after taking into account the Guarantee and the
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A3.2.1.8

S

A3.2.3

A3.3
A3.3.1

Materiality Threshold in accordance with subsection 7.6.1 (Financial
Robustness Test):

I. 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 or the Extension Period
(on the basis that, in such circumstances, the risk adjustment process will

have no impact on the outcome of the evaluation of the relevant Bidd?’L@

Bid); or

ii. The Proposed Risk Adjustments would not result in the Bidder Q
projected in its Risk Adjusted Financial Model to breach the Fihancial Ratios
1.050:1 at any point during the Minimum Financial RobustRess Pe&riod, but

would result in it being projected to breach the Finangial i0s 1.050:1 at
any subsequent point during the Core Franchise uring the
Extension Period, and that further to the proce ibed in

Methodology), the Department determi Is will not result in any

subsection 7.6.1 (Financial Robustness Testhand subsection 7.3.5 (Scoring
at
change to the ranking of Bidders.

Where the Department informs a Bi e Proposed Risk Adjustments:

I. It may also raise further questio
Adjustments;

relation to the Proposed Risk

ii. The Bidder will have rking days (or such longer period as the
Department m ) to respond to any such questions and comment on
the Depart 'S nale behind the Proposed Risk Adjustments; and

iii. TheD ment will determine the risk adjustments (“Final Risk

Ad nts"™) after receipt of responses or, where no responses are

, after the date by which responses were to be provided.

ore leading Bidder(s), if it determines that undertaking those other stages of
the process as described above will have no impact on the selection of the
winning Bid.

The Department reserves the right to develop its own models in order to assist
with the calculation or aggregation of risk adjustments.

Approach to determining adjustments

Subject to paragraphs A3.1.2 to A3.1.4, this subsection describes the approach
to determining risk adjustments to factors such as:
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I. Revenue forecasts from Initiatives;
ii. Exogenous revenue forecasts; and
iii. Operating, financing and capital cost forecasts.

A3.3.2  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%
adjust revenue, cost or both, as appropriate in order to reflect its reaSo
view of the most credible financial outcome. Q
Where the Department’s reasonable view of the most credible finangial"®ttcome
is that the Bidder’s Initiatives will not be sufficient to meet the CE formance
Category Targets, the Department will not determin applicable risk
adjustments by reference to any potentia tomer Experience
Reimbursement Amounts that may become payabléy, The Department will

instead risk adjust the cost the Department, i itSy€asonable view, considers
the Bidder will need to incur to meet the CE@H nce Category Targets.

A3.3.3 Risk adjustment will take into account% mitigations already identified by
t

Bidders in their forecasts and rep he Delivery Plans and Record of
Assumptions.
onti

A3.3.4 Except with respect to t Initiatives, where a Bidder includes
contingency costs and/

es in its Financial Model, for the purpose of the
risk adjustment pro Department will assume that the cost will not be
incurred and/or thag,t enue will not be received (except if the Department

considers it a iate to include contingency cost given the nature of a
! e\for example a capital project).

riate, to reflect the Department’s reasonable view of the nature of
| financial impact of a risk, the risk adjustment applied may be
py year to allow for delivery of an Initiative later in the Core Franchise
than envisaged in the Bid, or for 'ramp-up' of the Initiative (to allow for a

T
«ifferent initial profile of the impacts of the Initiative).

Risk adjustments may be either positive or negative, both individually and in
aggregate.

A3.3.7 The Department would not generally make a risk adjustment if it expected that
the impact of the adjustment would be no more than £1,000,000 (2016/17
prices) in any given Franchisee Year or no more than £5,000,000 (2016/17
prices) in total over the Core Franchise Term. However, the Department
reserves the right to do so, particularly if there are a number of potential risk
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adjustments individually below this threshold, but which, in aggregate, would
exceed it.

A3.3.8  To demonstrate risk adjustment, examples of risk adjustment are provided in
subsection A3.7 (Examples of risk adjustments).

A3.4 Revenue — exogenous

A3.4.1 Risk adjustments may be made in respect of any of a Bidder's exoge%
revenue projections (i.e. the resultant predicted outcome of the meth@d
assumptions and values used by the Bidder) where the D 'S
reasonable view of the most credible outcome is different to t ot in

Bidder’'s Modelling Suite.

A3.4.2 For exogenous revenue factors, equivalent values mGe used in the
risk-adjusted forecasts for all Bidders. For region and CLE common
values will be consistent with the forecastsgincligded in the Franchise
Agreement. For other exogenous revenue %mmon values will be
based on the Department's comparatorqmodel ¥ assumptions, unless the

Department determines that there is credikl idence that it should revise
these assumptions.

A3.4.3 In determining any risk adjustmeSE factors that the Department will take into

account may include, but shall not n@cessarily be limited to:

I. The demand forecasti nce in PDFH v5.1 (except for fares, for which
PDFH v4 will be for car costs and journey purpose/ticket type
mapping, whe 5.0 will be used);

ii. Rail deman sting guidance recommended by WebTAG;
iii. Other analysis;

iv.

ental commissioned analysis;

analysis provided by the Bidder to justify the methodology and

& ssumptions that it has used,;

vl Any analysis provided by another Bidder with its Bid, to the extent that it is
relevant and credible; and

vii. Exogenous Forecasts.

A 3.44 The Exogenous Forecasts include: GDP, employment, population, non-car
ownership, fuel cost, car time, bus cost, bus time, bus headway, air passengers
for airport flows only. In determining any risk adjustment to assumptions for
local, regional or national GDP growth included in Bidders’ Models, the
Department will ensure consistency with the national GDP forecast included in

164



A3.4.5

A3.5
A3.5.1

A3.5.2

the Franchise Agreement. In determining any risk adjustment to assumptions
for CLE growth included in Bidders’ Models, the Department will ensure
consistency with the source of the CLE forecast included in the Franchise
Agreement.

Bidders should bid their own views of the Exogenous Forecasts and other
relevant exogenous revenue factors and the impact of the same on ir
Modelling Suites. However, the Department will use the Exogenous Fo

for the purposes of risk adjustment unless the Department’s reasonablebvi

the most credible outcome as regards the Exogenous Forecas es,
taking into account all of the information available to it including compelling
evidence submitted by Bidders(s) or new data released after the §gSue of the
ITT. Consequently, the Department reserves the right to e the Exogenous

Forecasts at any time. Exogenous revenue factors pprise those drivers of
passenger demand that are not within the con of\the Department or the
0

Franchisee, such as factors relating to the ecenomy, population, employment,
land use and competition from other ope@ other modes of transport,
including the Exogenous Forecasts.
Revenue — excluding exogenous
Risk adjustments may be madeh‘ spect of any of a Bidder's endogenous

revenue projections (i.e. the res t predicted outcome of the methodology,
assumptions and value the Bidder). For these purposes, endogenous
revenue includes re m Initiatives, non-farebox revenue, and any other
element of its rev ctions other than exogenous.

Subject to para%&l.& in determining any risk adjustment, the factors that
the Dep t will take into account may include, but shall not necessarily be

limitegrtog

and forecasting guidance in PDFH v5.1 (except for fares, for which
H v4.0 will be used and for car costs and airport GJTs for which PDFH
.0 will be used, and for journey purpose/ticket type mapping, where the
Department's mapping provided on the Data Site will be used);

ii. WebTAG Rail Passenger Demand Forecasting Methodology;
iii. Departmental commissioned analysis;
iv. Other published analysis;

v. The credibility of the delivery proposals, including resources and delivery
timescales;
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vi. Any analysis provided by the Bidder to justify the methodology and
assumptions that it has used;

vii. Any analysis provided by another Bidder with its Bid, to the extent that it is

relevant and credible; and

viii. An assessment of whether total projected revenue growth is credible (taking

A3.6
A3.6.1

A3.6.2

A3.6.3

into account the aggregated impact of different factors and Initia%

proposed).
Cost &

Risk adjustments may be made in respect of any of a Bid% rating,
ou

financing or capital cost projections (i.e. the resultant predicted me of the
methodology, assumptions and values used by the Biddef):

Subject to paragraph A3.1.4, in determining any ris@ment, the approach

which will be adopted will be as follows:

I. Where costs do not depend on Bidder I%\ or management action (for
example, ECAT or diesel unit rates), egu t values will be used in the
ess a Bidder provides credible

evidence to convince the Dep in its reasonable view, that it will

achieve a different financial % e. Where relevant, the common values
will be based on the Departmept's comparator model assumptions, unless

the Department deterigi at there is more credible alternative evidence
available, in whiclagca ill revise its assumptions accordingly; and

risk-adjusted forecasts for all Bid ,

ii. Where cost d on Bidder Initiatives or management action, the
Department ke an assessment in accordance with paragraph A3.6.3.

Bidder’'s ial Models should include their assumptions for payments that
they, y d to make to the Department, or expect to receive from the
t, under an incentive regime. Bidders should provide credible
idenee to support their assumptions about incentive payments in their Record
sumptions (with reference to the Delivery Plans where appropriate).

Risk adjustments may be made in respect of a Bidder’s projections for incentive
regime payments.

The factors that the Department will take into account may include, but shall not
necessarily be limited to:

I. The credibility of the delivery proposals, including resources and delivery
timescales;
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ii. Any analysis provided by the Bidder to justify the methodology and
assumptions that it has used; and

iii. Any analysis provided by another Bidder with its Bid, to the extent that it is
relevant and credible.

A3.7 Examples of risk adjustments

A3.7.1 This subsection A3.7 (Examples of risk adjustment) provides examples o%
adjustments. Both the nature of the Initiatives described, and the p
adjustments set out, should be considered as illustrative only. The nt
will undertake risk adjustments in accordance with the principl escpbed in
this Appendix 3 (Risk Adjustment Process) and these exa Ie%d not be
taken to limit how the Department will undertake this. l

A3.7.2 A revenue protection Initiative is proposed in or increase passenger
revenue. This Initiative includes purchase of n eq@ipment which, together
with additional revenue protection staff an %d processes such as
revised deployment of revenue protection€gfficets, is projected to achieve a
reduction in ticketless travel and therefore oing increase in revenue with
no change to the quantum of passeng actually travelling. Risk adjustment
could be appropriate, for example:

i. The timing of implementation Id be considered to be unrealistically
ere is insufficient time to recruit and train new
staff or to install ne uipment, and therefore risk adjustment(s) may be
applied to delay t ing of revenue, benefits and operating costs;

ii. The scale oing costs for the additional staff could be considered

ment and training costs, and therefore risk adjustment(s) may be
plied to add in cost provision for these one-off items.

A \ station enhancement investment programme Initiative is proposed, to improve
passenger satisfaction at a portfolio of stations, and therefore increase
passenger revenue. The scope of the programme includes augmenting ticket
offices, mobility impaired access, enhanced security, car parking, shelters,
waiting rooms and toilet facilities at these stations. Risk adjustment could be
appropriate if, for example:

i. The timing of implementation could be considered to be unrealistically
ambitious, for example if there is not adequate time to achieve any
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A3.7.4

A Bidder proposes enhancem
generate additional revenue. EXx

planning/highway consents, and risk adjustment could be applied to delay
the realisation of benefits and costs;

The capital investment assumed for the station works could be considered
unrealistically low and therefore risk adjustment could be applied to increase
the capital investment required to deliver the works;

The scale, timing, build-up and/or trend in any passenger revenue be

could be considered over-ambitious, or inconsistent with PDF %
WebTAG guidance, and risk adjustment(s) could be applied to s mr
increase the revenue benefits claimed,; Q
One-off transition costs may have been overlooked, fo ex% costs of
provision of temporary facilities during the period wh works are being
carried out (such as temporary ticket office and a arrangements), and

therefore risk adjustment(s) could be applied to add’in Cost for provision of
these one-off items; or

Any additional annual operating and intenance costs relating to these
additional station facilities may have b luded from the forecast, and
risk adjustment(s) could be applied to IN some cost provision for this.

the customer proposition, in order to
ples could include revised branding,

refreshment of rolling stock,%r provision of enhanced passenger information

systems. Risk adjustm

&Q

iv.

uld be appropriate if, for example:

The timing o ntation could be considered to be unrealistically
ambitious, le there could be inadequate time to implement the
enhan ntjiand therefore risk adjustment(s) could be applied to delay the
timing evenue and costs associated with the Initiative;

ts assumed to implement the enhancements could be considered
Istically low, and risk adjustment(s) could be applied to increase the
osts assumed accordingly;

The scale, timing, build-up or trend of passenger revenue resulting from the
enhancements could be considered over-ambitious, for example if the
assumptions used are not consistent with PDFHv5.0 or, for example, if
proposed revenue uplifts were double counted or overestimated when
compared to industry specific market research, and risk adjustment(s) could
be applied to scale back the revenue benefits claimed; or

Transition impacts may have been overlooked, for example any staff training,
or loss of rolling stock availability whilst modifications are being carried out.
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Risk adjustment(s) could be applied to take account of any impacts during
transition.

A3.7.5 A Bidder proposes marketing campaigns that represent a significant increase
from 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 appliedsto
scale back the passenger revenue benefits claimed. %

A3.7.6 A Bidder proposes ticket office closures, to be enabled by newslicketing
technology and equipment, but the rate of deployment is consi %; too

ambitious. Risk adjustment(s) may be applied to delay the envis level of
staff reductions and timing of reductions and add back stafficosts &accordingly.

Any revenue benefits associated with the new ticketingstechfnglogy would also
be scaled back.

that this is consistent with market rates rgfore that it will be able to
recruit and retain staff with this level of wage ase. Risk adjustment(s) may
be applied to increase staff costs in li orecast economic indicators and

market trends. v
A3.7.8 A Bidder proposes to reduce Ie% f staffing to such an extent that this is

considered to represent riskto on-going deliverability of the Bidder's
commitments in one o a of the Franchise. Risk adjustment could be
applied to add in iflonal staff and associated costs. If appropriate, the
revenue forecast c also be subject to risk adjustment to reflect the impact of

A3.7.7 A Bidder assumes low rates of wage increases a not provide evidence
aqd b

reductions in st vels on passenger revenue.

A3.7.9 A Bidder growth in ECAT unit rates materially lower than is considered
reali k adjustment could be applied to increase these costs to reflect
m le alternative forecasts of the trend in energy costs.

A3.7.& idder assumes significant benefits from alliancing that are not adequately

justified. Risk adjustment(s) may be applied to reduce any claimed benefits or

@\ cost savings to the extent that these are considered over-ambitious.
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