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Background to PR18: The basic process

High level OutpLIt B, OFFICE OF RAILAND ROAD
specification (HLOS)
What they want to be sreered
Secf:retgrylof dSt;:te achieved by railway
(for Englan activities during the
Wales) and the control period Over a 2-3
Scottish Ministers year period,
each provide ORR Statement of funds T ORR develops
with: available (SoFA) its policy
framework for

Public resources likely ==
to be available to
achieve the HLOS

NetworkRail Produces its ‘strategic business plans’ setting out how it would deliver the
HLOS requirements and how much this would cost

¥

Determines whether Network Rail’s SBP would deliver the

HLOS and whether there are sufficient funds available for this ‘

omceorraianoroas  Decides what Network Rail should deliver and funding at route

the periodic
review

ORR’s
level determination



The final determination in numbers

| £35bn of spending on operating, maintaining and
. renewing the network

£545m in efficiency improvements (a 10% improvement)
in E&W

£245m for R&D, backed by new governance

£73m in efficiency improvements (a 12% improvement) in
Scotland

£16.6bn of renewals in GB
£40m to set up a new performance innovation fund

An additional £80m of safety improvements (on top of the
initial plans)

Funding for an additional 100 timetabling staff

Simplification by removing 5 charges/incentive mechanisms
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What’s different?

B Context:

— Network Rail in public sector

— Route based approach = -

nnnnnnnnnnn

B Learning lessons from CP5

— Simplify framework

— Better processes for managing change CEEREE

— Focus on Network Rail preparedness

B Funding increase

— To fund asset sustainability

oR
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The way we will regulate Network Rail in CP6
will need to reflect the wider context

B Ve want to

— reinforce the relationship between
Network Rail and its customers,
including through use of scorecards

— support further devolution to the
routes and the System Operator (SO)

— reflect government’s objective that
asset condition is maintained

— learn lessons from CPS5, including the
need for the company to ‘own’ its
plans.

[ ——————

wmom oan oam o oon oo [
Fru— o e mw e oom [ e
e = I S e P ==
fe— moun wn omn ovm oan [ oan | =

G dagia
v dag et

O




B} B Our decisions

regarding Network
Rail’s delivery in CP6
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Our overall findings on Network Rail’s Plans

| ] They are a significant improvement ORR’s determination on what Network Rail should

compared with previous plans deliver in CP6
) L ] Scrutiny of — Decisions on
— More justification business plans settlements
— Improved stakeholder engagement Scrutiny of Network °°R°;?."Z“d‘éi}v'1‘i}“¥2'“
— ‘Ownership’ of the plans by routes and the s commiment customers
SO
B The plans are fit for purpose, andwe o
crutiny or expenditure ecision on Network Rail’s
have broadly accepted them. s ficient xpendiine

B This reflects that Network Rail
responded positively to a number of
challenges that we set in our draft
determination.

B \We have set out a number of
additional requirements, and adjusted
the Network Rail performance
trajectory for one route.




E&W passenger performance

Network Rail route delivery towards passenger
performance and CP6 baseline trajectories

B Set a series of CP6 baseline
trajectories:

— Used to measure how well
each route is performing

— Specified using a new metric:
Consistent Route Measure —
Performance (CRM-P)

— Measures each route’s
contribution to overall
passenger delay

B Two operators presented new
evidence, some of which we
accepted. This changed the
trajectory in one route.

3.0 1

6.0 -

CP4

09-10{10-11|11-12{12-13{13-14| 1415 | 15-16

16-17

CP6

19-20(20-21|21-22 | 22-23 | 23-24

CRM-P measures Network Rail's
contribution to overall delay.

1 Alower number corresponds to fewer

Network Rail-caused delays.

CRM-P MAA

LNE/EM
Anglia

_’__/_a— Wessex
f South East

oR

S
CFHL- 25 Al L &HD B0ul




10

E&W asset sustainability

B \We raised concerns that the future profile of asset condition was not
sustainable, and asked Network Rail to allocate more funds to renewals

B |n response, Network Rail improved its analysis and demonstrated that
sufficient progress would be made with a 17% increase in renewals spend (to
£14.6bn) relative to its original plans.

Long-term forecasts for asset sustainability, as measured by CSI
1%

Similar estimated outcomes
at end of CP6 and over CP7

0%
End CP4 End CP5 End CP& End CP7 End CP8 Engd.CiBg End CP10

-1%

-2%

Improved forecast outcomes
in longer term

—— : . : Network Rail February forecast
CSI measures the change in average asset

-4% condition, relative to the end of CP4. —ORR draft determination (+£1bn)
An increase indicates that average asset —MNetwork Rail updated proposal
condition is improving. Q
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Scorecards capture customer requirements

Includes a number of Scorecards for each geographic Performance measured
customer-agreed targets route, FNPO and SO relative to target

o7 OUASE LR ] 1] ]
therse Calls Baised (between 1 Aprd 18 - 31 Marnck 19 0% B55 S4TS 7800 5,135 5% E 8,952 _
¥TO Close Cails Closd % Within 50 Days s s o ww owe o ows 0 owx [
Passenger train accident risk redhaction meauares s % eow mw soow a0 osx [
Top 10 MiBestones to reduce bevel crossing risk s o 5 ] 0 : B » IS
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Measures across a

rangeof outcomes | e N e e ey
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Individual weightings reflect Overall performance
relative importance affects management pay
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BB B BB How we will hold

Network Rail to
account in CP6
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Strengthening the role of routes

B Each route has a settlement e ———
and separate requirements to = s
deliver = T
B ORR will be making greater use e
of comparison between routes
to understand how they are
performing. "3
B We are also proposing changes T
to Network Rail’s licence to:
structure of the company EOTTIOPIE) | Maintenance
Anglia 1,185 1,588 1,054 3,826
— require transparency if route LNEEM 2,624 3,322 1,985 7,931
bUdgetS are reduced LNW 3,411 3,203 2,109 8,724
— increase the ability of routes to e = = = e
Choose hOW they procure gOOdS Wessex 1,030 1,455 964 3,449
and SerVICeS Western 1,286 1,627 933 3,846
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Holding Network Rail to account

! ORR ongoing monitoring

Comparison to
CP6 baseline
trajectories

Comparisons to Strength of route
agreed and SO level
scorecards accountability

Delivery against

PR1S Comparisons

New

Existing approach for between routes

approach PR18 / CP6

requirements

Holding to account

Network Rail and Industry

Escalation by
operators &
funders

Scotland HLOS
tracker

Views of Railway
Boards

Quarterly
Scorecards

Managing
Change Process

Network Rail’s
periodic reporting

NR explanation
of central
procurement

SO annual report

FNPO annual
report

Reporting on
cancellations and
delay per incident

ORR enforcement

Monitoring
Understanding
Network Rail’s

performance and
governance
arrangements

Investigation and
early resolution
Investigating
concerns to resolve
quickly

Enforcement
Deciding if there is a
licence breach;
taking action

Route/ SO

Reporting
Publishing information
about Network Rail’s
performance, including
to sharpen incentives on
delivery

ORR reporting

ORR report:
Network Rail
monitor

ORR report:
Network Rail
AEFA

Greater use of
comparison
tables

New approaches
to reporting?

ORR investigation and early resolution

Require a formal
improvement
plan

Enforcement Financial

Gathering in-

financial
depth information

ORR hearings
sanctions

orders penalties (‘fines’)
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Importance of a good start to a Control Period

+70% -

+50%

+30% -

+10% -

- I yage

-10%

-30%

-20% -

-10%

Renewals volume delivery compared to plan (key measures): 2014-15

Plain Line Signalling Underbridges Earthworks  OLE re-wire Conductor Rail
and mid-life Renewal
refurb
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CP6 preparedness — leading indicators

Percentage of renewals projects in 2019-20 with financial authorisation

CP6 Year 1 Project Authorisation

100%

SBP forecast P Work authorised in Oracle

Percentage of required network access in 2019-20 booked

Disruptive Access booked
1008 -

SBP forecast I Access booked as % of required

oR
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Our view of NR preparedness

B Route preparation going well on:
— Renewals workbanks
— Engineering access
— Maintenance resource.
B Greater concern on efficiency — less progress in the routes.

B Substantially better than in run-up to CP5, but tracking of route
efficiency plans does not yet capture enough information to show
progress in developing efficiency plans.

B But Network Rall is developing its capacity and we expect to see
substantial progress in next few months.

B \We will continue to monitor and report on progress in the run-up to
the start of the control period.

oR
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