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1. Context

1.1 Purpose of this document

This document is our Strategic Business Plan, which is an important step in the periodic
review 2023 (PR23) process. This process determines the outputs Scotland’s Railway will
deliverin exchange for fundingreceived from Scottish Ministers,and access charges
receivedfrom trainoperators, for the period between April 2024 and March 2029
(otherwise known as Control Period 7 or CP7). Throughout this document, werefer to
Scotland’s Railway as the Scotland region of Network Rail.

This process comes at a time of significant financial challenge for therail sectorasa
whole, aswell as the Scottish Government. Due to that uncertainty, Scottish Ministers
shared their output requirements for Scotland’s Railway, set outin its High Level Output
Specification (HLOS),and funding available, set out in the Statement of Funds Available
(SoFA), on 27 January 2023. Thisislater than in previous planning periods and
consequently this Strategic Business Plan has also been sharedlater to enable Scottish
Ministers requirements to be appropriately embedded in our plan within the available
funding.

We will continue to work withour primary funder, Transport Scotland, our regulator, the
Office for Rail and Road (ORR) and our stakeholders to refine and improve our plan as
ORRssetsits Final Determination on the funding and output settlement for thefive-year
period.

Network Rail has also shared its Strategic Business Plan forEngland and Wales,
responding to the Secretary of State for Transport’s HLOS and SoFA for Englandand
Wales.

SCOTLAND'S RAILWAY

BETTER IN THE MAKING

Scotland’s Railway — OFFICIAL — SENSITIVE

Page 4



OFFICIAL - SENSITIVE

Our StrategicBusiness Plan for Scotland’s Railway

1.2 Our purpose

Scotland’s Railway provides substantial benefits for the people of Scotland and those
who visit here.In 2021/22 therewere 52.5 millionpassengerjourneys in Scotland. You
can find out more on the ‘Regional Rail Usage’ statistics page on ORR’s website. This was
higher than the 15.6 million passenger journeys in 2020/21 but still significantly lower
than the around 100 million passenger journeys in 2019/20. Scotland’s Railway also
provides avital, sustainable, route to markets, supporting our economy and reducing
harmful emissions. For example, in 2021/22, freight customers moved 4.2 milliontonnes
of goods by rail. You can find out more on the ‘Scottish Transport Statistics 2022’ page
onthe Transport Scotland website.

More widely, therailway is also a major contributorto sustainable economicgrowth, is
working hard to positivelyimprove the environment,and is a key contributor to an
integrated publictransport network and Transport Scotland’s overall priorities.

Inthe face of challenges, we're proud of what we have achieved across the current five-
year control period (from April 2019 — March 2024). Below are some of our highlighted
achievements:

e Weensured that therailway continued operating during the COVID-19
pandemic, ensuring key workers could get to their places of employment and

businesses could movetheir goods to market.

e In2021 the world descendedon Glasgow, and onto our network, for the Climate
Change Conference of the Parties (COP26). We deliveredbrilliant transport links
fordelegates fromaroundthe worldand showcased our green credentials. Our
station teams welcomed thousandsof passengers including royals, celebrities,
dignitaries, and delegates

e We've responded to the challengesof increasingly extreme weather. Examples
include accelerating deployment of technology including tilt meters, delivery of
an ambitious bridge scour protectionprogram, recruitment of dedicated
meteorologists within Scotland’s Railway Control,and improvements in drainage
asset management

e We’'ve worked in partnership with therail freight sector to grow the volume of
goods moved by rail, includingopening a new freight terminal at Blackford for

SCOTLAND'S RAILWAY
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the sustainable transport of bottled water,an expansion of Tarmac’s operation
at Dunbar, and the development of several newtrafficflows which will replace
the requirement forhundreds of thousands of lorry moves eachyear

o We've delivered major renewals works on the Argyleline and at Carstairs,
modernising infrastructure at a critical junction for passenger and freight users

e We’re supporting alarger and more complex network due to new stations that
were added, supportedby Enhancements fundingthat sits outside of the
Periodic Review process.

We’re proud to continue growing therailway in Scotlandand have great ambitions for
the impact that we canmake over the next five years to make thisthe best railway
Scotland’s ever had.

Ouroverarching visionfor the next five yearsis to continue to put passengersand freight
first. Throughout this Strategic Business Plan, we set out how we’ll deliver Transport
Scotland’s strategicobjectives forthe next five years supported by our vision and our
objectives:

e Safe, robustandreliable services

e  Optimum use of capacity and capability

¢ Managingdown the ‘netcost’ of the railway and delivering value for money
e Effectiveintegrationbetweentrackand train

¢ Inclusive and sustainable economicgrowth

e Achieving netzero and climate change adaptation and resilience.
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Figure 1.1: Scotland’s Railway vision and objectives

OUR VISION:
Putting passengers and freight first

OUR PURPOSE: Connecting people to places and goods, driving economic growth
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1.3 The strategic context

The Scottish Government sees rail as a significant priority and the financial settlement for
infrastructureis one of its largest multi-year capital investment commitments. Itis also
committedto supporting therailway to reduce its carbon emissions, as well as beinga
significant contributor to delivering netzero in its overalltransport strategy for Scotland.
The transport sectorin Scotland is the largest contributor of carbon emissions, however,
as rail is the greenest form of large-scale transport, it’s critical we can continue delivering
low carbon transport to customers. Therefore, moving passengers and freight fromless
sustainable modesof transport towardsrail is vital to delivering Net Zero Scotland by
2045.

We’re encouraged that, in challengingfinancial circumstances, the Scottish Govemment
has continued to emphasise its ambition for the railway by protectingthe funding

SCOTLAND'S RAILWAY
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available to Scotland’s Railway in the next business planning period - even increasing it
by around 1 %, in comparison tothe last control period, when adjusted for inflation.

While we’re aligned in our high-level ambition and objectivesfor the railway, it’s
important to consider the extremely challenging environmentin which the railway is now
operating.

There are four contextual factors that shape our approachto CP7,and this plan:
e Ourexperiencein CP6, where many of our challenges emerged
e Ongoing financial challenges and constraints
e  Ourpositionin the renewalslife cycle

e Theneedto build resilience against climate change and weather events.

We discuss each of thesein turn below.

CP6 experience

There have been real chdllenges to overcome duringCP6. Towards the end of thefirst
year, the COVID-19 pandemicbegan to drive significant additional spending that
persisted for much of the control period and could not have been anticipated in the
original business plan. Recovery fromthe pandemic has also reduced passenger numbers
as new hybrid working arrangements emerged across the economy. While theleisure
market has recoveredquickly, and in some areas exceeded pre-pandemic levels, the
change in passenger demand has translatedinto a slower returnfor the business and
commuter markets. The tragicloss of three lives as aresult of aderailmentat Carmontin
August 2020 underlines the complexities of running a safe and reliable railway in
Scotland’s diverse landscape and climate. Scotland’s Railway has worked hard to learn
the lessons from that event to further minimise the risks of similar accidentsin the future.
There has also been much higher than anticipated spendingon compensation for train
operators as aresult of an increasing number of adverse and severe weather events and
industrial action. Finally, arange of global and domesticeventshave resultedin high
inflation rates not experienced for a generation.

There’sbeen aneedto respond to these eventsby making changes, somesignificant,to
the original CP6 business plan. Some planned asset renewals have had to be deferred,
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and some programmes of activity have not been delivered as planned or changes have
been made to their scope. The volume of assetrenewals we had planned to deliverin CP6
has been substantially revised to respond to the need to reprioritise, with reductions
overall and particularly significant reductions in some areas. As a consequence, we will be
unable to meet the original efficiency targets, since the efficiency yield falls in line with
the volume of activity delivered.

Despite that,we’ve delivered other efficiencies not in our original plan.We’ve, through
the ModernisingManagement initiative, improved our efficiencies in support functions
and helped our organisation bettertarget its workin future.

Ongoing financial challenges

Scotland’s Railway is exposedto high levels of generdl inflation prevalentin the economy,
as well as some commodity-specific price increases. Although CP7 funding is forecast to
protect our funding in real terms, our input prices arestill forecast to increase beyond
assumed general inflation. We estimate that this will put ¢.£150 million of pressure on our
funding settlement over and above the Consumer Price Index (CPI) inflation. We
recognise that ORR have a different estimation of the impact of input prices in their Draft
Determination.

The economicand financial context underlying the preparationof this plan is unlike those
facing many other control period planning exercises faced in the past. At the time of
writing, the current CPI rate of inflationis 7.9 % , almost four times the Bank of England’s
target rate of 2 % . Publicsector net borrowing has reached near record levels in recent
months, largely driven by the government’s response to high energy costs for consumers
and businesses as well as the costs of previousborrowing. The Scottish Government’s
most recent Budget for 2023/24 recognises the constraintsit faces and the volatility of
the environmentin which decisions on capital projects are having to be made.

Renewals life cycle

Asin otherindustries with large asset baseswith long operational lives, theinvestment
profile for asset renewals is not always smooth. In facing trade-offs, we’ve developed an
affordability-driven approach to renewals expenditure, which will transition our workbank
mix from more full renewdls to a blend of full renewals and life extending interventions.
We will focus our activities on providing a safe and reliable railway, while reducing costs

SCOTLAND'S RAILWAY
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in the next five-year period. This will impact overall asset condition, but we believe that
potential risks canbe mitigated by applying more targeted refurbishment and
maintenanceinterventions, underpinnedby our market-led approach. We're further
enhancing thevalue delivered to our customers by focusing more of our efficiency plan
on changing how we deliver, in addition to what we deliver.

Climate change resilience

Akeyfactorin CP6 was our need to react more frequently to severe weatherevents. This
demonstrates the need for ongoingchangein requirements as we seek to embed climate
change resilience across the network.

We’re having to do more to guard against the challenges of a changing climate. The
impact of climate change,and in particular increasing rainfall, is affecting Scotland more
significantly.As aresult,we’re proposingto increase investment in our earthworks and
drainage assets to improve theresilience of the network. Additional activity on drainage
complements other works to provide climate resilience benefits.

During CP7 alonger-term climate change adaptation strategy and pathway for
Scotland’s Railway will be developed alongside improvements tohow we assess and
understand theimpacts and risks associated with climate change on our railway.

Scotland’s Railway — OFFICIAL — SENSITIVE
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1.4 Guide to this submission

This strategic business planning period comes at a time of financial uncertainty for both
the railway and public finances generally. We acknowledge that in challenging financial
circumstances, the Scottish Government has reflected its ambitionfor the railway by
protecting funding available to Scotland’s Railway in the next strategic business planning
period. Scotland’s Railway is proud to support Scottish Government’s ambitions for the
railway, but we also recognise that the next funding period will be challenging.

To meet the wider financial challenges, we’re settingstretching targets for our ability to
deliver efficiently. We’llmake a step-change in how we plan and deliver investments,
including how we engage withourimportant supply chainpartners and the measures we
will take to improve value for money — not just in CP7, but over thelonger term.

The financial figures in this Strategic Business Plan are presented in real tems in 2023/24
prices, after the application of efficiencies and headwinds unless otherwise stated.
Inflation forecasts are based on the November 2023 Office for Budget Responsibility CPI
forecast in line withthe England & Wales Strategic Business Plan submittedin February.
We have included a separateline item in our financial tables to reflect changes from
November 2022 to March 2023 OBR inflation forecasts. Our plan is based on an assumed
CP6 exit position whichis based on our rolling forecast which was developed in Period 9
(November) of 2022/23.NetworkRail reports arolling forecast to ORR on a periodic basis
and has 13 periodsin afinancial year.

This plan responds to Scottish Ministers’ HLOS, which was published on 27 January 2023.
Many HLOS requirements feature withinthe mainbody of the plan. Wherever thisis the
case, blue callout boxesare includedat the start of therelevant section,settingout the
numeric HLOS requirementidentifiersand corresponding thematic topics.

The blue callout boxes areintended as a guide for thereader. As such, content relating to
HLOS requirements included in this document is not exhaustive. Alsonotethatwe’ve
incorporated the Secretary of Statefor Transport’s HLOS requirements wherever these
apply to the topics of safety and accessibility as these are not powers devolved to the
Scottish Government.

This StrategicBusiness Planhas beendevelopedbased on Scottish Ministers HLOS and
SoFA.

Scotland’s Railway — OFFICIAL — SENSITIVE Page 8
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1.5 Structure of this document
The remainder of thisdocument consists of the following chapters:

e Chapter 2: What the plan delivers. In this chapter, we set out how we will
support the delivery of thefive Scottish Government objectivesin CP7

e Chapter 3: The components of our plan. In this chapter, we provide more detail
on our approach to asset management and planned operations, maintenance,
and renewals activity as wellas any longer-term impacts of these plans. We also
provide an overviewof our operations activity in CP7,our train performance
trajectories, as well as a summary of support, expectedincome and industry
costs expenditure

e Chapter 4: Our consolidated financials. In this chapter,we set out what we plan
tospendover CP7 to operate, maintain, and renewthe network and theincome
we expect to receive. We explain how we have considered efficiencies, inflation,
headwinds, and input pricesin the development of our plan.We also set out our
approachto arisk fund

e Chapter 5: Assurance and Deliverability. In this chapter, we describe the
assurance framework and set out how we plan to manage change. Wealso set
out how we have, and will continue to,engage withour supply chainin our
planning for CP7, as well as our assessment of the deliverability of our plans for
Cp7

e Chapter 6: Next steps. In this chapter,we set out our nextsteps to supportthe
remaining work on the 2023 periodic review, and the development of our CP7
Delivery Plan

e Annex 1 - Assumptions. Inthischapter, weset outour key assumptions.

Scotland’s Railway — OFFICIAL — SENSITIVE Page 9



Chapter Two — What the plan delivers



OFFICIAL - SENSITIVE

Our StrategicBusiness Plan for Scotland’s Railway

2. What the plan delivers

2.1 Introduction

We share Transport Scotland’s ambition forboth therailway and Scotland’stransport
sectorasawhole. Foreach of Transport Scotland’s objectives forthe railway, this section
sets out what we, alongside our industry partners, plan to deliverin CP7, as well as
explaining our considerations while developing our plans to deliver our outcomesfor
passengers, freight customers and the taxpayer,and the specific activities that will help
usto achieve them.

Given the financialand other challenges we face, as described in Chapter 1, our CP7 plans
are prioritised to deliver the mostimportant goals in the coming five years while
preparing for CP8 and beyond.

This means focusing on continuous improvement in safety, delivering challenging
passenger and freight train performance targets,and facilitating strong passenger and
freight growthon the network. We have developed an affordability-drivenapproach to
renewals, focussing on the highest safety and reliability risks in the next five year period.
As such, we are planning to undertake more targetedrefurbishment and maintenance
interventionsto mitigate potentialrisks.

It’simportant we have a clear statement of what we’ll deliverin CP7 for severdl
complementary reasons:

e Tobealignedinour strategic purpose, particularly with funders and users of the
railway

e Tocheckwe have theright scope,as thereis a direct relationship between scope
and funding requirements

e Toachieve clarity around what an outcome means in practice; how we convert
a high-level concept to something tangible we will deliver

e Toenable usto measure success by highlighting the metrics we will use totrack
our progress and provide feedback. This will also provide theinformationthat
ORRrequiresto hold us to account on an ongoing basis.

SCOTLAND'S RAILWAY
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The importance of flexibility in how our outcomes are defined and monitored mustbe an
essential part of ORR’s Final Determinationand its approach to managing changein CP7,
recognising the considerable challenge surrounding our CP7 planning work as well as the
transition to closer track and train working in CP7.

This chapter aims to deliver against these objectives as we expand on each of thefive
themesinturn and describe the output assumptionsunderpinning this business plan.A
summary of our approach is set outin the followingtable.

The outcomes in this section provide evidence that addresses ORR’s core outcome success
measures and supportingmeasures. We'll continue to engage with Transport Scotland,
ORR and our customers and stakeholders torefine these measures as defined by Scottish
Ministers in their HLOS.

Scotland’s Railway — OFFICIAL — SENSITIVE
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Table 2.1: Summary of our approach to outcome measures

CP6 exit CP7exit
forecast! ambition

CP6 CP7

Theme scorecard success Measures
metric measure

SCOTLAND'S RAILWAY
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v v Compqsite reliability 29% 35%
index
« v Composit.e sustainability 325% | -010%
index
Financial performance
v v
Reduce measure (FPM) 0 0
the net
cost of the Efficiency
il v
railway x (£ million) 398 380
v v Passenger satisfaction 8.03 8.07
Track and M dstati
Train v v anageas ations 1 70.0% | 70.8%
. satisfaction
Working
Together Freigh h
x v reight growt (net tonne 759 8.7%
kilometres)
« v Carbon emissions -scope 259 46.2Y%
Deliver Tand2
Net Zero
x v Biodiversity units N/A 2.5

Fatali ighted i
Everyone v v GEQF&){YVSfrk;i?CIZ;j 1 0.055 0.047
Home
Safe Every
Train accident risk
D / / Oo Do
W reduction (TARR) % %
x v Passengerontime 66.75% | 68.00%
ScotRail public
v v performancemeasure | 89.80% |92.50%
(PPM)
x v Passengercancellations |  3.4% 3.0%
Runa
Reliable Freight delivery metric 0 Replaced
v b
Railway x (FDM-R) 2% | by FCal
v v Freight cancellations 2.44% | 2.00%
Freight Cancellationsand
X v % . %
Lateness (FCal) 6.08% >-50%
v x Service affecting failures| 1,821 1,885

Ourbaselines for CP7 aredependent on the CP6 exit position. Throughout 2023 we
expect to reviewand update our CP7 forecasts on the basis of updated CP6 exitlevels,
recognising ORR will need to make its determination in October 2023. On timeis
generated using aregression model and inputs are ScotRail Trains PPM forecasts. CP6
PPMis as traditionally defined, however CP7PPM trajectory includes a derogation for
severe weather and connections as definedin the HLOS. The name for the CP7 measure

Scotland’s Railway — OFFICIAL — SENSITIVE
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has yet to be confirmed. Efficiency estimates in table 2.1 set out the cumulative CP6 exit
forecast as wellas the cumulative CP7 forecast.
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2.2 Everyone home safe every day

This section addresses the following Scottish Ministers’ HLOS requirements:

FLOS referencs

Weather Resilience 3.35, 3.41 (provision for weather resilience)

Note that this section also addresses our safety obligations as set outin items 12-16 of
the Secretary of State for Transport’s HLOS requirements.

Oursafetyvision is “everyone homesafe every day”. In CP6,an average of 64 colleagues
were injured eachyear, with 18 of those colleagues requiring time of f to recover from
theirinjury. A colleaguelost their lifein a workplace accidentin Glasgow and three people
lost their lives as aresult of the tragicaccident at Carmont. As aresult, our visionis not
beingrealised in CP6.

Our CP7 focus will be achievingour vision. To do this we’ll leverage the opportunity
technology and new ways of workingafford us, including embedding initiatives that
beganin CP6. We’'ll embed, refresh,and sustainour safety culture programme
throughout CP7 to improve our hedlth and safety performance:

e Oursafetytask force was formed to tackle near misseson track between staff
and trains

e Scotland’s Railway has workedhard to learn thelessons fromthe tragicloss of
three lives as aresult of a derailment at Carmontin August 2020 to further
minimise the risks of similar accidents in the future

e We've launchedoursafety framework across the company, whichfocuseson
locally led improvements, drivenwithin the central compellingframework of
getting everyonehomesafe every day.

Significant progress has beenmadein CP6 so far but more remainsto be done. Key for
CP7 will be the implementation of our safety framework,set outin figure 2.1 below,

SCOTLAND'S RAILWAY
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which will drive safetyimprovement througha compelling vision, national and local plans,
and strong governance to createlocalownership, promote best practice, and drive
continuous improvement.

Figure 2.1: Our safety framework
Scotland’s Railway will create a culture where
there’s no doubt you're caredabout, where the
behaviours you see match up with our vision to
eLEVACITIEN (ot everyone homesafeevery day - and, where
that’s missing, you know it’s your responsibility to
challengeand that speaking up is both expected
and welcome.
Scotland’s Railway will deliver strong saf ety
ARGt leadership that provides consistent messages,
direction, and examples at all levels of our
organisation.
In Scotland’s Railway, safety communications
are always robust, simple, and in real time.Our
o teams value and prioritise safety conversations
Communication . .
@ above everything else. Frontline leaders possess
effective communication skillsto help promote
and foster good workingrelationships at all
levels.
Scotland’s Railway recognises that people, not
ﬁ? People and just process, (;leliver.safety. Being hgalthy, weI.I,
and fully equipped is fundamental in developing
and delivering arrangements and processesto
enable health and safety.
Scotland’s Railway will put the assessment of risk
and the line of sight to controls at the centre of
@ PV N T el ourdecision-makingprocess. We’lldeliver
4 effective assurance arrangementsand
demonstrate we’rein control of and managing
risk to our colleagues, customers, and the public.

Capability
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Ourplanincludes severalinitiatives which support the continuous improvement of safety
from CP6 exit levels whileimproving public, passenger and workforce safety. Thisisin
addition to focusing on key risk areas suchas earthworks and drainage systems to
improve weather resilience.

We’ll continue to deliver our level crossings risk controlstrategy to improve level crossing
safety, take steps to reduce suicide and trespass and tackle the causes of serious events
that impact our infrastructure.

To sustain our achievements, we’ll complete the maturingof our risk management
maturity model and maintain our workon improvingrisk controls withinthe business and
supply chain.

We’ll continue to focuson ways to reduce train accident risk through:

e Targeted passenger and publicsafety improvements,including level crossingand
boundary fencingto reducetrespass, fatalities,and incursions on the line

e Continueddeployment of remotefailure detection technology to earthworks
e 24/7 investmentinreal-time weathermonitoring

o Deploying speed restrictions, applied tomitigate safety risk, during extreme
weather

e Increasedinvestmentin drainage assets and vegetation management

o  Workforcesafety improvements including maintenance scheduling and more
intelligent infrastructure

e Additionalincreased protection of line blockades and greater use of technology
to remove workforce from therisk of machine and train movements.

In addition to maintaining compliance with legislation on occupational health, we’ll
actively seek newways to improve the mental health and wellbeing of our workforce
through targeted assessment, risk profiling,and intervention to support and prevent ham
from arisk that is of rising concern across many industries. Linked to the national
strategy, we’ve included £3 millionin our plan to implement a Scotland hedthand
wellbeing plan,which willhave twomain areasof focus:

SCOTLAND'S RAILWAY

BETTER IN THE MAKING

e Managementof occupationdl healthrisk, which focuses on improvements to
process, appropriate use,and awareness/trainingto meet statutory health
risk requirements

e Health promotion, which will focus on supportingheathier choices for
our colleagues to be well at work.

We want to create a culture where there is no doubt our colleagues, passengers,and the
public are cared about. Wewant behaviours that match up with our vision to get
everyone home safe every day.

Oursafety culture programmeis currently underway in CP6 and will continue to deliver
outcomesin CP7 to sustainand improve our performance. To robustly demonstrate our
commitment to our safety culture programme, we’re seeking to make improvementsin
workforce welfareand accommodation facilities in locations where track workers and our
frontline workforce deliveressential work. Our focus on compliance and improvement in
this area also links to our refreshed approach to compliance withour obligations to
manage fire risk, witha revised approach to risk assessment.

We’ve included £4 million in our plan to aid improvements in safety cultureand
leadership, safety communications, safety capability, and risk and assurance.

We will align with internal and external nationalrequirements to get the maximum
benefit fromnational programmes to reducerisk within Scotland’s Railway. Alignment of
our safety framework exists with the Network Rail home safe plan and the Rail Safety
and Standards Board’s leading health and safety on Britain’s railway.
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Measuring outcomes Table 2.2: Everyone home safe every day — outcome measures
Ourambition to deliver a plan that will get everyone home safe every day will be formally v CP6 exit Proposed baseline
; easures
measured throughtwo key outcomes. These outcomes assess our efforts to provide the forecast 425 | 25026 26/27 | 27/28 28/29

safety of the railway and guard againstrisks from adverse weather conditions,both now

and in the future. th%“tyd
— : : weighte 0.055 | 0.054 0.052 0.049 0.048 0.047
e Ourambition is to continuously improve safety index
outcomes for our staff and our customers. We will (workforce)
Safety ¢ be measured on train accidentrisk reduction and Train
fatality weighted index. accidentrisk | 95% 95 % 95 % 95 % 95% 95%
reduction
o Ourstrategyrecognises the need to changethe
way we scope works to keep therailway safeand
Weather resilience provide resilience to future weather conditions. In CP7, we'll track safety through two measures, the fatality weighted index and the train
and climate ¢ e Inordertoimprove resilience againstextreme accident risk reductionmetric.
change adaptation weather,we’veincreased investmentin drainage,
earthworks and structures assets, recognising—in ¢ Fatality weighted index is the standard acceptedmeasurefor the value of the
particular— improved asset knowledge on drainage. incidents prevented on therailway. Our baseline profile for CP7 isset so thereisa

15 % reduction in our fatality weightedindex metricby the endof the control
period. This is dependent on our year-end performance exit.

The following table providesfurther detailon the metrics we’re tracking to measure our e  Trainaccident risk reduction measures the achievement of thekey risk

progress against our planned outcomes throughout CP7. reduction activities planned in a given year. Over CP6, our train accident risk
reduction measure willimprove to 95 % . Our baseline is to maintain this level of
attainment.
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2.3 Reduce the net cost of the railway

This section addresses the following Scottish Ministers’ HLOS requirements:

HLOS references

Patronage and revenue growth, service | 3.20, 3.21, 3.43 (whole industry financial
quality, whole industry financial view view)

The railway should not expect passengers or the taxpayer to fill the revenue gap
experiencedfollowingthe COVID-19 pandemic. Steps have already beentaken to attract
passengers backand leisure travel has recovered well but, at least in the short-term,
changes to working patternshave seen a shift to hybrid working, resultingin fewer
commuters and fewer business trips, with virtual meeting technology now proving tobe a
keysource of competition for therailway.

The Scottish Ministers’ HLOS requires Scotland’s Railway to take all reasonable steps to
work with train operators to secure year-on-year growthin rail patronage and,
consequently, realterms revenue across CP7.1t also makes it clear Scotland’s Railway
should take similar steps to improve service quality and revenue protection, especially at
the major stations we run at Glasgow Central and Edinburgh Waverley.

This means that we must work even harder with train operators to build confidencein the
railway across several areas:

o Demonstrating to passengers that the railway is the safest and most convenient
way to travel

e Improving journeytimeswhere we can,and having a strong performance regime
that getstrains to their destinations on time

e Reducingthe carbon footprint of the railway, reinforcingour position as the most
environmentally sustainable way to travel and move goods

o Delivering value for money for passengers, freight customers and the taxpayer

SCOTLAND'S RAILWAY
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We also need to focus on cost. The railway is made up of many different organisations,
all of which have revenue and cost challenges. To be successful,we need to ensure that
decisions are taken in the best interests of therailway overdll, rather than have afocus on
individual organisations.

The railway is heavily subsidised, with costs in excess of revenues, even priorto the
COVID-19 pandemic. This means we need to have focus on reducing net-cost. This might
be about reducingcost directly or, conversely, investing whereit will raise greater
revenues. Infrastructure investment decisions should be focused on value for money for
Scotland’s Railway and at the lowest reasonable net cost for the railway overall.

The corridor-based approach of this business plan will be a key enabler to delivering more
efficientlyin areas such as access. This will contribute to reducing net cost,as well as
delivering reliable performance, day after day.

We already work closely withother train operators but there’s morewe can do on
integrating operational decision-making across different parts of the railway, particularly
now the main train operator in Scotland, ScotRail Trains, is under publicownership. The
need to work collaboratively applies equally to decisions that directly impact passengers
and freight users, as it does to how we provide back-office, support, and similar services.

As we develop this business plan and move towards producing the delivery plan forCP7,
we’ll agree with Transport Scotland a series of performance indicators that will allow us to
measure how successful we are at helpingto increase revenues and to reduce the net
costs of the railway overall.
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Measuring outcomes

Measuring the net cost of therailway is a complex task, particularly when there are
substantial fixed costs in assetswith long lives.

Inthe immediateterm, our focus is on reducing the net cost of managing our
infrastructure, and the primary financial objective of achieving £380 million of
efficienciesin CP7.Reducing the cost of managing our infrastructure will be a necessary
condition to enabling therailway to growin Scotlandin the future.

Most of ourincome takesthe formof afixed grant fromthe Scottish Government,
together with fixed accesscharges. However, our ability to increase our variable income
from our commercia and retail property assets is a contributor to our overall success
measures.

Ouraimtoreduce thenet cost of therailway will be measured through the efficiencies
we’ll deliver froma combination of incremental improvements and step-changeswhich
will take advantage of opportunities for modernisation.

Effective financial control and stewardship will be demonstrated by our ability to operate
within a fixed financialsettlement whilstimplementing the changes needed to achieve
the required reduction in net cost.

Variable income-—

¢ e Income fromrentfrom our commercial and
property retail income

retail property estate.

Reported financiql ¢ e Current and forecast financial variances
Eelr:fgrmance against against SBP/SoFA projections.
0

SCOTLAND'S RAILWAY
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e Ourplanrecognisesthe challenging financial
positionin the rail industry
e Weaim todeliver £380 million of

efficienciesin the control periodthrough
Scotland’s Railway ¢

rand continuousimprovement deliveredvia
efficiencies

incrementalchanges in our current ways of
working, combinedwith more
transformational activities delivered through
a structured programme of change.

e Toenable ourambitions outlinedin our
business plan, we’ve setastretchingtarget
on efficiencies which will needus to
modernise some of our working practices.
This will require us toimprove on our
performancein the current control period

e This programme is still in development, but
we believe we have sufficient opportunities
todeliver the full efficiency target overthe
course of this five-year period.

Business change ¢

programme

The following table and subheadings provide detailon how our efficienciesand change
programme will be measured across CP7.
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Table 2.3: Reducing the net cost of the railway — outcome measures, £ million developed, in collaboration with our key stakeholders, as we work towards
producing our delivery plan.

Measures, £  CP6 exit Proposed baseline

million  forecast  24/25 | 25126 2627 27/28  28/29

Financial
performance 0 0 0 0 0 0
measure
(FPM)

Efficiency
(annual, £ 72 31 68 83 93 104
million)

Intable 2.3, the CP6 exit forecast for efficiency refersto CP6 Year 5 exit. Our cumulative
CP6 exit forecastis £398 million. In total, the efficiency measure sums to £380 million of
efficiencies which we expect to deliver overthe course of CP7.

In CP7,we’ll be held accountable on two measures of financial performance: Financial
Performance Measure and Efficiency.

o Financial Performance Measure: The Financia Performance Measure compares
income and expenditure to the financialassumptions underpinning our funding.
These include efficiency improvements that are expected to be achieved in CP7.
If Scotland’s Railway has spentless and/or received moreincome than the
baseline (for what it has delivered), it will report financial outperformance, and
vice versa.

Our CP7 baseline will be to target zero in each year of the control period.

e Scotland’s Railway efficiencies: In CP7, the monetary value of our efficiencies
will be monitored throughregular, established efficiency reporting. The metrics
shownintable 2.3 referto total efficiencies. Additional components of our
efficiencies programme will be reported centradlly in region-by-region papers.

Our CP6 exit forecast for efficiencies is £398 million in cumulative terms across
the control period, with £72 million of those efficiencies forecast to be generated
in 2023/24. Our CP7 targetis £380 million. Our efficiency plans will be further
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2.4 Deliver net zero

This section addresses the following Scottish Ministers’ HLOS requirements:

HLOS eferences

3.35, 3.36, 3.37 (sustainability strategy,
Scope 1 and 2 carbon metric, renewals
climate benefitand resilience, climate
objectives, sustainable business), 3.38,3.39

Environmental sustainability, carbon
emissions, weather resilience

Encouraging more customers to choose rail

Scotland’s Railway will contribute towards the Scottish Government’s net zero
commitments by takinga market-led approach to encourage more people and businesses
to choose rail as part of their sustainable journey, improvingthe net cost of therailway
and reducing the cost of the publicservice we provide. As such, the strategicapproach
requires us to make best use of our infrastructure formaximum economicand socialgain.
This requires a depth of understandingat a local, regional, and nationallevel to
maximise:

e The number of passengers on atrain

e Thevolume of freight moved (tonneslifted) per trainpath or, for light
commodities such as express freight, the number of trainpaths utilisedfor
freight services

e The customers utilising charter and leisure services

Thisis furtherreflected in the considerable changes in demographic, economicand
societal factors, includingmore flexible workingand a projected fall in the proportion of
the working age population across Scotland overthe next twodecades. However,
opportunities include a growth in leisure travel and significant projected population
growthin the central belt,along with encouraging modal shift to rail throughaccess
improvements and seamless transportintegration.

Todeliver this shift, Scotland’s Railway must deliver a safe, reliable and affordable
railway, in collaboration withour train and freight operating partners.

SCOTLAND'S RAILWAY
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Environmental Sustainability

While rail is already the greenest form of masstransport, we’llwork in partnership with
Scottish Rail Holdings, ScotRail Trains Ltd and other external stakeholders throughout
CP7 to make it evenmore sustainable, contributing to wider Scottish Government
objectives.

We know that, as our climate changes, it’s increasing the frequency, and often the
severity, of extreme and adverse weather events. This is leading to increasing risk for our
assets, with repercussions for our operations, performance, and the level of unplanned
disruptive works on our network.

Aswell as delivering key short-term climate resilience benefits for our railway through
asset renewals, we're committed to producinga longer-term climate change adaptation
strategy forour railway, usingthe adaptation pathways approach, and transforming our
approach to assessingclimaterisk. This will informthe adaptation decisions we need to
take to create a climate-ready railway that is fit for the future.

During CP6, we undertook work aligned to the Science Based Targets methodology and
Scottish Government climate change targets to understand our fullcarbonfootprint
throughout our value chain. We knowthe reductions necessary across all ‘scope’
categories to reach netzero and the actions we need to take to get there. Ourfootprint
across all emissions scopes will be combinedwith ScotRail’s once they are available to
provide an overall picture of emissions across Scotland’s Railway and understand the
required reductions, for both track and train, to achieve net zero by 2045.

Whilst spend in CP7 is specifically targeted towards our operational emissions, we
acknowledge the much wider carbon impact the railway has and will work to influence
our wider value chain to reduce those emissions, whichsit in Scope 3 (associated with
indirect emissions, associated withsupply chain).In CP7 we will continue toimprove our
understanding of our full impact, enhancing data accuracy, range and availability,
(particularly for Scope 3) and will develop ways to articulate our carbonimpactin relation
to passenger and freight volumes.

To minimise our own operationalemissions, we’ll continue to drive forward our plans to
transition our road vehide fleetin Scotlandto electric vehicles, includingthe provision of
the necessary charginginfrastructureto enable thischange.
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We’ll strive to be more efficient with the energy we use,implementing energy efficiency
measures where most appropriate. We'll lookto make best use of alternative funding
models such as Energy Performance Contracting to deliver morein this area. Through
energy procurement mechanisms, we’ll strive to make sure that all our non-traction
electricity usein our buildings and operations is from renewadble energy sources.

Offsetting residual Scope 1 emissions (emissionswe produce directly) and scope 2
emissions (emissions we produceindirectly) will form part of our work in CP7, so we aim
to exit CP7 with carbon neutral operations. To enable this, we intend to work with
schemeslocated in Scotland to develop arrangements for of fsetting within the Scottish
economy.

We will also roll out a programmeto strategically manage invasive non-native species
across Scotland to achieve compliance withthe legal requirements while promotinga
safer, more biodiverse lineside and boost relations with lineside neighbours.

In a challengingfinancial environment, compromises have been made and our
environmental sustainability programme has been adjusted in recognition. As aresult,
we’ll deliver a revised sustainability strategy with more emphasis on funded workstreams
and resource-led initiatives.

This approach will bring about progress but will also impact the scope of plans for future
control periods. Throughout CP7 we’ll continue to seek efficiencies and alternative
funding modelswhile using innovative approaches to reduce our impact on the
environment and make environmental improvements where appropriate. We’llwork
closely with stakeholders to collaborate on projectswith mutual benefits and embed
sustainability intoexisting delivery mechanisms to further deliver a green, decarbonised,
and climate-ready railway for the people of Scotland.

SCOTLAND'S RAILWAY
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Measuring outcomes

Ourambition to meet net zerotargets will be underpinned by a series of environmental
sustainability outcome measures that will monitorour carbon emissions and our
approach to vegetationmanagement

e Encouraging more passengers and businesses to
choose rail as part of their sustainable journey.

Decarbonisation /]\ e Support the Scottish Government’s legal requirement
fornet zero by 2045.

The following table and subheadings provide detailon how our delivery against increased
biodiversity and net zeroambitions will be measured across CP7.

Table 2.4: Deliver net zero — outcome measures

M CP6exit | Proposed baseline
COSUTES | forecast | 24/25 | 25/26  26/27  27/28 | 28/29
Carbon

emissions- | -25% | -29.4% | -33.6% | -37.8% | -42.0% | -46.2%

scope Tand 2

Biodiversity N/A 0.5 1 15 2 25
units

In CP7, we’ll be monitored on two success measures, carbon emissions (scope 1 and 2)
and biodiversity units.

e Carbon emissions: Decarbonisationwill be monitored through our Scope 1 and 2
carbon emissions outcomes, which capture the emissionswe directly control from
use of fossil fuels and purchased non-traction electricity and heat. In CP7 we aim
toimprove upon our CP6 exit forecast of a 25 % reduction in Scope 1 and 2
CO2e emissionsagainst the CP5 exit baseline in 2018/19, reachinga total
reduction of 46.2 % by 2028/29 against the same baseline.
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e Biodiversity units: This metric captures how the management of our
infrastructure will change the biodiversity value of our estate. The baselinewas
setin 2021/22 and s currently our only data point, as thefirst year of data is yet
tobe analysed. Table 2.4 represents an estimated glidepath showing us
achieving a 2.5 biodiversity net unit gain by the end of CP7. However, until the
datais more established, this is subject to change. Ringfenced biodiversity
fundingis not includedin our plan, so the estimated improvements are based on
delivering biodiversity improvement plans by taking opportunitiesavailable
whilst delivering other infrastructure works, delivering pilot schemes with our
lineside teams,and improvinginvasive non-native species management.
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2.5 Run a reliable railway

This section addresses the following Scottish Ministers’ HLOS requirements:

HLOS references

Network Rail train performance, Train

Operating Company performance, 3.7,3.8,3.9,3.10, 3.11, 3.31, 3.32, 3.41
enhanced protection against disruption, | (performance)

competitive journey times

As the rail infrastructure owner across Scotland, we recognise we have an importantrole
toplayin enabling trains to arrive at their destination safely and reliably. We believea
reliable railway is a safe railway and will continue to focus on managing our network to
drive improvements in train performance. Our CP7 plan focuses on an affordability-driven
approach to renewals expenditurein CP7. Werecognise that there will be animpacton
overall asset condition, as we transition our workbank mix from more full renewals to a
blend of renewals and life extending interventions. We plan to deliver more maintenance
works in CP7 to mitigate thisimpact as muchas we can.

Ourregulatory measure for train performance in Scotland is the Public Performance
Measure (PPM),which represents the proportion of trains arriving at their final
destination‘ontime’ comparedto the number of planned trains. A trainis definedas on
time by PPMif it arrives at the destination within five minutes of the planned arrival time.
It’sthe output of trackand train working together in a whole system approach and
requiresinput fromboth Scotland’s Railway and ScotRail Trains to achieve thetarget.
Section 3.8 looks at how we’ve performed against this measure over the yearsand
highlights our approachin CP7.

Performance in CP7

During CP7 we’ll continue to focus on improvements to rail servicesby working in
partnership with passenger and freight operators, who form an integral part of therail
businessin Scotland. We're jointly focused on embedding a culture of continuous
performanceimprovement, working closely withindustry partners and stakeholders to
improve the experience of rail travel for our customers by reducingjourney times, delays

SCOTLAND'S RAILWAY
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to train services,and supporting key lifeline servicesto existing far reachingareas of the
Scottish network whereit is safe to do so, whilst improving reliability by reducing
cancellations.

As part of our CP7 plan, Transport Scotland requires that we enable ScotRail Trains to
deliver92.5 % PublicPerformance Measure (PPM). The HLOS states that a specific
derogation will be givenfromthe 92.5 % target due to delays causedby speed
restrictions during times of severe weather or to services which have allowed connections
tootherlate running trains or ferries. Agreement will bereached on how to defineand
name the measure, includingderogation, prior to CP7.

One of our primary performance objectivesis to enable the delivery of the Public
Performance Measure (PPM) during CP7 at levels set following the publication of the
HLOS. Thisis the metric Transport Scotland choose to measure train performance. This
remains avery challenging ambition so we must acknowledge we’ve never delivered that
level of performance consistently.

The current CP6 Public Performance Measurement (PPM) exit forecast of 89.8 % (CP6
PPM without the derogation for delays caused by speed restrictions or connections) will
make achieving the target extremely difficult in years 1, 2, and 3 of CP7. The scale of this
challenge should not be underestimated and requires a whole systemapproach to
performance to be successful, notwithstanding the external challenges that we face,
particularly if climate change and extreme weather continue to outpace available
investment.Earlier delivery of the performance target wouldrequire urgent, sustained
and significant investmentin the ScotRail Trains rolling stock fleet. Without this
investment,thereisa 0.4 % gap to achieving 92.5 % PPM. Section 3.8 covers this topicin
more detail.

Scottish Ministers require us to enable the operators of the Caledonian Sleeper to meet
theirRight Time targetsin CP7. We commit to working with our industry partners with the
aim of sustaining current levels of performance for the Caledonian Sleeper throughout
CP7.

Scottish Ministers’ HLOS also outlines the requirement to recognise the performance
requirements of other operators on the Scottishnetwork. We plan to deliver a Time-to-3
Border Presentation Index (BPI) score of noless than 1.00 in both directions, whichis a
commitment to sustainingthe performance of services northbound from presentation to
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destinationand a commitment to deliver cross-border operators to the border within
path.

It'simportant to provide a consistently high level of performance for freight usersin CP7.
Scottish Ministers require that the network provides capability so that the Freight
Cancellations and Lateness (FCal) measurement for freight trains on Scotland’s railway
doesnot exceed 5.5 %. This is a new measure for Scotland’s Railway in CP7 and our
current CP6 exit forecast (6.08 %) makes achieving this targetin year 1 of the control
period difficult but we remain committedto developing plansto improve performance for
our freight customers.

Measuring outcomes

SCOTLAND'S RAILWAY
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The reliability of therailway in Scotlandwill be assessed througha number of measures
that track theimprovements we aim to make across CP7.

The following table and subheadings provide detailon how reliability will be measured.

Train Service ¢
Delivery

During CP7 we’ll continue to focus on improvements to rail
services by working in partnership with ScotRail Trains and
cross-borderoperators.

Our plans are focusedon improvingthe reliability of the
network and our aspiration is to enable 92.5 % of ScotRail
Trains services to arrive at their final destinationwithin five
minutes of thetimetabled arrival time (PPM), unless
disrupted by the impacts of severe weather and delays
caused by connections to other trainservices or ferries.
Scotland’s Railway is a system and PPM is the output of
track and train working togetherin a whole system
approach. This requires contribution fromboth Network Rail
Scotland and ScotRail Trains to deliver the performance
outcomes which areset out by Transport Scotlandin its
HLOS.

Based on our most recent modelling we expect to deliver this
by the end of the fourthyear of the fundingperiod. It’s
important to acknowledge that this remains avery
challenging ambition and that we’ve not consistently
deliveredthis target in recent years. Earlier delivery of the
performance target would require urgent, sustained, and
significant investmentin the ScotRail Trains rolling stock
fleet. Allmodelled trajectories rely on specific investment
decisions within Network Rail, ScotRail Trains andin
conjunction with Transport Scotland, decisions that have yet
tobe taken.

Ourmodellingincludesa 0.4 % gap in performancerelating
to Fleet issues. Improvementsfor this category are currently
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Asset
Sustainability

unfunded and are a fundamental lever in achieving our
performance targets set out by Scottish Ministers in CP7.
Our plans also aim to allow our cross-borderoperators to
meet their Border Presentation Index targets, Caledonian
Sleeperto delivertheir Right Time target and achievinga
Freight Cancellationsand Lateness target of no greater than
55%.

We’ll aim to achieve this by reducing theimpact of extreme
weather-relatedevents; managing externalevents such as
trespass, fatdlities, and route crime and reducing conflicts
through deliveringimprovements to the timetable planning
process.

We’re planning to transition our workbank mix from more
full renewals toa blend of full renewals and life extending
interventionsin order to reduce costs in the next five-year
period. This is expected to resultin the risk of a deterioration
in some asset condition,or average remaininglife.But we
believe that this can be mitigated through applying more
targetedrefurbishmentand maintenance interventions,
underpinnedby our market-led approach.

SCOTLAND'S RAILWAY
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Table 2.6: Run a reliable railway — outcome measures

HING

M CP6 exit Proposed baseline

COSUreS | forecast  24/25  25/26  26/27  27/28  28/29
ScotRail Trains

public 89.80% | 91.02% | 91.54% | 91.91% | 92.50% | 92.50%
performance

measure

OnTime | 66.75% | 67.36% | 67.50% | 67.60% | 67.80% | 68.00%
Passenger | 3,00 | 330% | 320% | 310% | 3.00% | 3.00%
Cancellations

Service

affecting 1,821 1833 | 1,845 | 1,858 | 1,871 1,885
failures

Composite

sustainability | 3.25% -0.10%
index

Composite | g,/ 08% | -14% | -21% | -28% | -35%
reliability index

Freight

Cancellation | ¢80, | 600% | 570% | 550% | 550% | 550%
and Lateness

(FCal)

Intable 2.6, CP6 PPM is as traditionally defined and the CP7PPM trajectory includes a
derogation for severe weather and connections to other train and ferry servicesas

definedinthe HLOS. The nameforthe CP7 measure has yet to be confirmed. CP7 PPMis

based on the mediumtrajectory outlined in section 3.8.

In CP7, ourambition to run areliable railway will be monitored through a seriesof
outcome measures noted below:

e ScotRail Trains public performance measure: Our train service delivery
performance will be monitored by Scotland’s Railway and ORR as specified by
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Transport Scotlandthrough the public performance measure, which scores train
punctuality according to their minutes of lateness and cancellations against
schedule.

Our current publicperformance measure CP6 exit forecast is 89.8 % . This is
subject to many variables as noted above and will continue to be monitored. Our
CP7 forecasts have been developed in an unusually challenging environment,
with continued uncertainty about levels of demand and service provision, and
difficulty understanding the underlying performance trendsgiven theimpact of
industrial action. On this basis we have built our CP7 plans around a number of
key assumptions (see Annex 1).

On Time: ORR has proposed to use On Timeas its train performance success
measure in CP7. This measure tracks the percentage of recorded station stops

arrived at early or less than one minute after the scheduled arrival time.

ORRhave stated their intention to use On Time as theregulatory benchmark for
schedule 8 purposes. Itisimportantto notethat on time can drive different
operationaldecisions to PPMwhenit comes to train performance. Specifically,
this measure conflicts with Scottish Ministers’ requirement to hold trains for
connections to other train services or ferries.

Passenger cancellations: We’ll also be monitoredby ORR through the passenger
cancellations metric. This measure tracks the percentage of planned trains which
eitherdidn’t run their full planned journey or did not call at all their planned
station stops. Themeasureis a score which weights full cancellations as one and
part cancellations as half. OurCP6 exit forecast of 3.40 % is projected to
decreaseto 3.00 % by 2027/28.

Service affecting failures: We'll track the impact of asset failures on train
performance through the service affectingfailures measure. We’ve excluded
telecoms fromthis measure.Service affecting failuresare linked to public
performance measure attainment, so any changesin the performance baselines
will influenceservice affecting failures baselines. Our CP6 exit forecastis based
upona 3.5 % uplift from the Year 4 CP6 forecast.

Composite sustainability index: ORR will monitor asset sustainability through
the composite sustainability index (CSI) metric. This metriccaptures the
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percentage change of asset sustainability compared to the end of CP4,
measured either by remaining life of the asset or by asset condition score,
weighted by the replacementvalue of theasset.

Composite reliability index: The composite reliability index (CRI) metric will
support ORRin monitoring asset performance. This measures asset reliability
across the network.Notingthat the baselineisresetto 0 % at the endof CP6,we
forecast that our CP7 composite reliability indexmay decrease to-3.5 % by
2028/29. To mitigate, we’redeveloping plans to limit theimpact. Theseinclude
targeting reliability works (via funding assigned to the Asset Improvement
Programme), applyingadditional maintenance interventions, harnessing
technology (such as remote conditionmonitoring) and utilising data to better
shape performance-led interventions.

Freight Cancellations and Lateness (FCal): For freight services,we’ll be
monitored by ORR throughour freight cancellations and lateness measure as
specified by Transport Scotland. This captures the percentage of commercial
freight servicesin Scotland that are cancelledor are 15 minutes or morelateasa
result of the infrastructure manager or another operator thatis not a commercial
freight operator. We project that our FCal metricwill improve to 5.50 % by
2026/27 from our CP6 exit forecast of 6.08 % .
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2.6 Track and train working together

This section addresses the following Scottish Ministers’ HLOS requirements:

HLOS eferencs

3.4(equality), 3.15,3.16,3.17,3.19
(satisfaction), 3.24 (supporting freight,
average speed of freight trains, freight

Timetabling, improved journey times,

equality duties, customer satisfaction,

freight growth), 3.25, 3.26 (freight growth targets,
freight growthstrategy)

Note that this section also addresses our accessibility obligations as set outinitems?7, 9,
10 and 24 of the Secretary of State for Transport’'s HLOS requirements.

Collaborating with passenger operators

From 1 April 2022, passenger trainservices transferred from the franchised operator
(Abellio) to the responsibility of Scottish Government and operate under theidentity of
ScotRail Trains. This change supports greater track and train collaboration to further
focus delivery on the passenger, drive performance improvement and change the culture
of how we operate our railway. This is achieved througha joint performance strategy, of
which both track and trainare responsible for delivering in the remainder of CP6 and
beyondinto CP7.

To further understandthe communities we serve and to enhance our offering, we’ve
defined six ‘Customer Experience Pillars’ which identify the considerations we and our
train and freight operators must make whenmakingdecisions about Scotland’s Railway.
Theyare:

e Dataandinsight intelligence
e Satisfaction metric (the successor to NationalRail Passenger Survey)
e Passengerand customer-led design

o Deliveryof excellent service
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e Customerfocusedleadership

e Aligned business partner strategies.

These will allow us to develop a better understanding of who our passengers and future
passengers are,better recognise their priorities, needs and requirements through the
delivery of our passenger profiles, insight framework and satisfactionmetric,and enable
usto inform strategicand disruptive planning events. In turn,this will strengthen our
understanding of the associated financial considerations acrossthe profiles so that
opportunities are identified to encourage modadl shift.

In CP6, we launched our Customer Service Academy, a bespoke customer service
development programmein conjunctionwith ScotRail Trains which will actas a cultural
change catalyst to support the development of our people and futureleadersthroughout
CP7.

Managed Stations

Our managed stations are a key and vital part of our customer journey and throughout
CP6 we have seeninvestmentin our stations, bringingbenefits and changes which will
carryoninto CP7 and beyond. During CP7, we want to create spaces at stations that
reflectthe needs of the customers using themand makeit easier and less stressful for
passengers whilst gettingthemwhere they need to be. To help make this areality, our
CP7 plansinclude:

o TurnUpand Go passenger assistance. Through continued staff training and
improved processes, including collaboration with operators, we 've committedto
providing ‘turn-up-and-go’ passenger assistance, a service available for
passengers who need assistance and have not booked in advance, available at all
of ourmanaged stations.

o Toiletrefurbishments. The toilets at Edinburgh Waverley and Glasgow Central
will be subject to materialenhancements to improve theambience and
atmosphere for our passengers. This will include undertakinga full passenger
survey so that individual and bespoke refurbishments are focusedon passenger
needs and demands. This will mean that our facilities improve accessibility and
ease of access forall passengers.
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¢ Wayfinding at our stations. Wayfinding is reviewedregularly so passengers can
find their way around quickly and safely. Based on feedback, we’re changing
sighage at some stationsin CP7.

¢ Maintaining clean stations. This will be achieved through our well-established
auditing process.

¢ Continuing to integrate station teams with operators. This will provide
customers with a better, more consistent service at our stations as well as
efficiencies through alignment of teams.

e Electric vehicle (EV) charging points. EV charging points have been installed
already at some managedstations and we’llidentify further opportunities at
other stationsthroughout CP7.

We’ll design and deliver a managedstation operating model which focuses on cost,
efficiencies,and service for both Scotland’s Railway and Train Operating Companies
throughout CP7.

Accessibility

Scotland’s Railway is developing an Accessibility Strategy that considers the passenger
rail experience withthe goal of eliminating barriers withinand around stations to unlock
the rail network formore people. The strategy provides a holistic passenger-centred
definition of accessibility rather thanthe historicinfrastructure-centred definition.

The passenger experience has beenvisualised by the four pillars of accessibility (figure
2.2). The pillarsidentify how the railway can enable everyone, includingthe 32 % of
adultsand 10 % of children in Scotland estimated to be disabled and the 30 % of Scottish
residents without cars, cannavigate from their origin to their destination and back with a
feeling of confidence and security. You can find out more about national disability
statistics on the ‘Scotland’s wellbeing: national outcomes for disabled people’ pageon
the Scottish Government website and you can find out more about Scottishtransport
statistics on the ‘Scottish Transport Statistics No 35: 2016 Edition’ page on the Transport
Scotland webpage.
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Figure 2.2: The four pillars of accessibility
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The strategy is a framework through which all station investment (for either existing or
new stations) will be viewed, considering each element of the passenger journey. Our
draft strategy is currently beingconsulted with our stakeholders acrossScotland.

We’ll design all new stationschemes, including renewals, to be fully compliant with the
Departmentfor Transport (DfT) Design of Accessible Stations Code of Practice (and other
relevant accessibility requirements), and meet tactile edging and other mandated
accessibility requirements. Designingour assetinterventions withaccessibility in mind
helps to make our stations and facilities more accessible and enables our legal
compliance with mandatory design standards and our publicsector duty under the
Equality Act 2010. Accessibility by design will be supported by our new and improved
Diversity Impact Assessment standard.
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Collaborating with the freight industry

Rail freight has been proven to be a reliable and sustainable logisticssolution and, with
goods transported by road accounting for a quarter of Scotland’s transport emissions, it’s
vital more goods are moved by rail for Scotland to achieve netzero targets. We'll
continue to work proactively withthe rail freight sector and businesses in Scotland to
achieve this goal.

The rail freight market is recovering from the pandemic and globaleconomic challenges,
and growth is projectedto continue. Scotland’s Railway must continue to flex and adapt
its of fering to encourage more businessesto chooserail as part of a journey.

In CP7,in collaboration with the freight sector, we aim to increase net tonne kilometres
by 8.7 %, facilitated throughthe CP7 funding settlement. We believe that thereis a
potential we coulddeliver morethan8.7 % growth, butthisis subject to robust business
cases being producedto secure enhancements funding and/or timetable trade-offs.
Recognising freight sector concerns that a net tonne kilometre metricdoes not accurately
reflectgrowthin some newer markets,such as express freight, we’'ll also use metrics such
as number of trains and product liftedto inform our requirements forfreight growth on
the rail network.

We’ll continue our collaborative work with the freight sectorto developalonger-termrail
freight joint industry growthstrategy during CP7 that will be focused on the strategic
themes of efficiency, growth, sustainability and reliability. Our industry groups,such as
the Freight Joint Board and Freight Sustainability Group, will strengthen our
understanding of thelogistics sector’s requirementsfor rail freight growth.

Industry-wide collaboration

Scottish Ministers require us to improve how we develop and deliver our timetable for our
customers. We’'ll work with train and freight operators in Scotland, in conjunction with our
Network Rail System Operator colleagues, to develop proposals that deliver more efficient
and integrated timetabling for Scotland.

Scottish Ministers’ HLOS outlines severad requirements for improving journey timesin
Scotland. The first requirement is to decrease the average minutes per mile measured
across all ScotRail Trains services in the current timetable. The secondrequirement is to
improve journey timefor Inter7City services basedon a ‘mile a minute’ target by 2030.
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The HLOS also requires the delivery of anincreasein the average speed of freight trains.
Scotland’s Railway, in conjunction with industry partners, will provide a plan by the
beginning of CP7 to achieve these requirements. These journey time improvements will
be achieved by enabling alignment betweentrack and train working bothwithin
Scotland’s Railway and with passenger and freight operators. Improvements in journey
time and average speed will be achievedthrough opportunities such as identifying line
speed increases which can be linked to planned renewals, reviewing and aligning
timetables and traincapability,and evidenced market-led decision-makingenabling
delivery of the best outcomes for our customers. The planswill be developed with industry
working groups, which will include representatives fromacross therail industry in
Scotland.

Measuring outcomes

We understand thevalue of track and train working in a more integrated fashion
togetherandit’s a key enablerfor delivering the best railway Scotland’s ever had. This
section setsout some of theinitiatives that we're undertakingwith train and freight
operatorsin orderto deliverour outcomes.

e Aseriesof performanceindicators to be agreedwith
Whole Transport Scotlandand train and freight operating
Industry ¢ companies that will allowus to measure how successful
Profitand we are at both helping to increase revenues and to
Loss reduce the net cost of therailway overall

e We’ll continue to workclosely and collaboratively with
train and freight operators to identify opportunities for
further efficiencies

with Train /]\
and Freight e We're also working closely with train and freight

Collaboration

Ope ratln.g operators to improve reliability of services through our
Companies performanceimprovement plan

Customer e We’ll continue our focus on improving customer
Experience experience

Pillars
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o We've definedsix customer experience pillars which will
contributeto thedelivery of excellentserviceto our
customers and communities

e Theseincludedata andinsightintelligence, satisfaction

Our ambition to have track and train work together in CP7 will be measured by ORR
through three outcome measures as follows:

metric, passenger-led design, delivery of excellent e Passenger satisfaction: Passenger satisfaction is a survey-based metricthat
service, customer-focused leadership and aligned captures the percentage of customers who were satisfied with their overall
business partner strategies journey. From a CP6 exit value of 7.98,we forecast this metricwill increase to
8.07 by 2028/29
Freight e We’ll continue our focus on working collaboratively with
Market Share 4\ the freight sector and businesses to strengthen our ¢ Managed stations satisfaction: Managed stations satisfaction is a survey-based
understanding of thelogistics sectors requirements for metric that captures the percentage of customers who were satisfied with their
modal shift to rail experience at managed stations. Froma CP6 exit value of 69.3 % ,we forecast
this metric willincreaseto 70.8 % by 2028/29
e Continuing to work collaboratively with the rail freight ¢ Freight growth (net tonne kilometres): The freight growth metricmeasures the
secorarel e in Satilkndie inermisewils e G amount of freight movedon the railway network, taking into account the weight
share for the movement of goods of the load and the distance carried. Froma CP6 exitforecast of 7.5 % growth on
Freight 4\ « We'llencourage more businesses to choose to move the CP6 baseline, weforecastthat we’llreachthe HLOS target of 8.7 % growth
Capacity their goods via rail, demonstrating the reliability and onthe CP7baseline by 2027/28

sustainability benefits of rail freight in order to secure a
freight growthincrease across CP7

Table 2.7: Track and train working together — outcome measures

M CP6 exit Proposed baseline
COSUIES | forecast  24/25  25/26  26/27  27/28  28/29
Passenger | g3 : : : : 8.07
satisfaction
Managed
stations 70.0% - - - - 70.8%
satisfaction
Freight growth
(nettonne 7.5% 3.8% 43% 57% 87% 87%
kilometres)
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3. The components of our plan

3.1 Introduction

In previous chapters we describedboth the challenges we face,and also the strength of
ourambition. In Chapter2 we set out our approach to deliveringthe vision of our funders
and our passenger and freight customers.

This chapter sets outhow we’ll seek to deliver the necessary outputs and outcomes. While
there are certain core activities that must be undertaken to run a railway — Operations,
Maintenance, Renewdls,and Support in both Scotlandand from Network Rail as awhole
—there are many potential approaches we couldtake and combinations of these
activities we couldchoose fromto determine how we deliverin practice.

Ouraim here is to summarise the key choices that we've made,and why we consider that
these will best deliver the vision we have, within the funding available. The headline result
is value-for-money for our stakeholders. We've had to be strategic about how we balance
a desire for long-term optimisation against the funding that is available. And as described
elsewhere,we’ve had to be ambitious about our approach to efficiencies to make that
funding go as far as possible. In this chapter we describe some of the key efficiency
initiatives as well as how we’llendeavour to deliver targets we’ve set ourselves for CP7.

The chapter can only be a summary of our analysis, and we provide links to where further
information is available.

This chapter covers the following mainelements:

e  Our approach to renewal of the railway. Renewals are critical to keeping our
railway in the condition that safely delivers our outputs. There’s a tension
between replacingassets too late, which risks excessive performance incidents,
and replacing assets too early, whichleads tospending additional funds ahead
of the optimumtime. We explain,on an asset-by-asset basis, how we’ve
combined historical insights with our maturingasset management approach to
make theseimportant trade-offs.

e  Other capital expenditure,which covers arange of spendon areas outside the
core asset base, for example technology (including IT), safety and security,and
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environmental sustainability. This spend isimportant both as an enabler of
overall stated outcomes, and for deliveringspecificoutputs in their own right, so
it is key that we take a strategic approach.

How we’ll deliver maintenance activity, whichrefers to the range of regular
inspection and associatedactivities that preserve the condition of the
operationalrailway and provide thefirst line of detection and preventionof
faults. These activities are predominantly delivered throughour skilledworkforce,
and we have a number of initiatives that will continue to allowour people to be
in the right placeat the righttimein CP7.

Operations, which refers to thereal-time delivery of railway servicesthat keeps
trains moving, whilst dealing with theissuesthat inevitably arisein the best
possible way. We’'ll continue to deliver on promising initiatives from CP6as well
as harnessing the benefits of working more closely with the range of passenger
and freight operators so that track and train work together for the benefit of our
customers.

The important support functions that help plan, coordinate,and govern the
frontline workwe do on the railway.

The setting of the Scotland share of network-wide, central functions that
allow us to more cost-effectively utilise the scale and insight of Network Rail asa
whole to deliver within the unique setting of the devolved Scottishtransport
landscape. We’ve workedto make sure the spend adds valuein Scotland, is
aligned with Scottish Ministers’ priorities, that the functions are efficient, and
that we’ve takena fair share.

Our analysis in relation to performance, which covers an overview of our
performance history and our approach to building our performance trajectories.
This StrategicBusiness Plancontains our latest viewon our performance
analysis. Our performance trajectories have beensocialised with ScotRail Trains,
Transport Scotland, and ORR. We’'ll continue to work collaboratively with ScotRail
Trains throughout year 5 of CP6 to further develop these plans.

Our people strategy ‘You in the Making’ sets out our strategicambition. Our
overall vision is to ‘create an environment where everyone does their best work to
create thebestrailway Scotland’s everhad’.
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o Components of our overall income, which includesarange of sources suchas
direct government grant, access and depot charges,and commercialincome.
We’ve worked hard to maximise the commercial potential of the railway and aim
to recover fromCOVID-19 as quickly as possible, as any commercial income
reduces the coststhat would otherwise be borne by taxpayers and railway users.

e Arange of industry costs and rates that are largely outside of the control of
Scotland’s Railway, but nevertheless form part of the overall industry cost-base.
These include cumulo rates (i.e., business premises taxes), ORR costs and Railway
Safety and Standards Board (RSSB) costs.
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3.2 Approach to renewals

This section addresses the following Scottish Ministers’ HLOS requirements:

HLOS references

Asset management strategy, support for
economicgrowth, prioritisedinvestment,
contracting strategy, OMR planning,
Passenger Vehicle Gauge, smart
technology and standards

3.43 (whole system approach), 3.43
(support economicgrowth), 3.43
(contracting strategy), 4.1, 4.6,4.18, 4.19,
4,22

Asset management overview

To be able to meet customer needs and deliver financial sustainability, our rail
infrastructure assets must be safe, reliable,and resilient.

Overthe past twenty years we’ve developed a wealth of experienceabout the
performance of ourinfrastructure, the faults and incidents thatinevitably arise,and how
tobetterpredictthem.We’'re harnessingmillions of records frominspections to allow us
to become more proficientin the management of our assets. This has led to significant
improvements in asset performance, more than halvinginstances of serviceaffecting
failuresto the current level of less than 2,000 service affectingfailures annually, as shown
in figure 3.1.
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Figure 3.1: Changing pattern of asset performance
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Asset contribution to safety

The Rail Safety and Standards Board publishes insights on the contribution to safety from
ourinfrastructure assets. Figure 3.2 belowshows that reductionsin train accident risk
have been achieved in relation to signals passed at danger and adhesion categories. Most
other categories reflect broadly consistent levels of risk in the current control period, with
some marginal improvements. Theimpact of severeweather canbe observed, most
noticeably,in the trend for earthworks. We’ll mitigate train accidentrisk in CP7 through
continuing our structures scour protection programme, prioritising renewals investmentin
earthworks and drainage, taking steps to prevent road vehicle incursions, and undertaking
additional vegetation management activities to mitigate objects on theline.

Scotland’s Railway — OFFICIAL — SENSITIVE

Page 34



OFFICIAL - SENSITIVE

Our StrategicBusiness Plan for Scotland’s Railway

Figure 3.2: Infrastructure contribution to train accident risk reduction
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Measuring railway asset condition

Changesin asset condition can vary the performance we canachieve fromthe network. A
measurable dedinein asset condition increases the potential for risks. Asset condition will
change as aresult of degradation through use and environmentalweathering orimprove
through our interventions to maintain and renew assets.

During the past decade we’ve measured important changes in the distribution of
remaining assetlife. While we’ve only seen a marginalreduction in average remaining
life, we know that more assets are also now closer to life expiry.
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Data collected over thelast twenty years has supported our understanding of where
renewals are required, whether this be through fullreplacement or targeted
refurbishment and life extensions. This has helpedus to refine the basis on which we
measure and model asset condition and assetlife. Since 2014, we’ve measured remaining
life in an equivalent way across our asset classes through our composite sustainability
index (CSI).

CSlisreported on an annual basis and is accompaniedwith longer term forecasts, as
shown by figure 3.3 below. The residualvaluerefers to residuallife or asset condition,
weighted by the replacement value of the asset baselined to CP4, when the measure was
first introduced. This measures the percentage change in residual asset life (notingthat
we’ve assessed thatin aggregate our assets currently have around 50 % of residual
remaining life). After initial work to address data gaps, since 2017 it has becomea
reliable means to monitor changingasset condition and remaining life.

The CSIforecast totheendof CP7 suggests that the residual asset value of Scotland’s
Railway will be returned, at a headlinelevel, tothe CP4 exit position (when the CSIwas
introduced). However,some of theincreasein early CP5 reflects the inclusion of existing
assets that were missingfrom our asset registers at the end of CP4 (mostly drainage and
earthworks) and newinfrastructure installedby enhancements schemes. In addition,as
perfigure 3.3, corrected installation dates forsome of the overhead line equipment (OLE)
wire runs during CP6 have created an artificialincrease of 1.08 % fromthedeclared CSI
in the 2021/22 annual return.
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Figure 3.3: Scotland Composite Sustainability Index: historical and future
performance
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The impact of the railway suffering more frequent and extreme weather events has
caused acceleration in rates of asset deterioration (especially for earthworks,drainage,
and river and earth retention structures) as well as increased weather-relatedservice
impacts. Future weather trends point to periods of prolonged and extreme wet weather,
as well as drier summers with less frequent but moreintense rainfall. The shrinking and
swelling of earthworks beside railway lines, as they dry and are subsequently saturated,
accelerates deteriorationand puts pressure on drainage systems and other assets (for
example retaining walls, structuresfoundations, and lineside equipment housings).
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Approach in CP7

As part of ouriterative businessplan development, we initially set out to consider whata
‘steady state’ proposal forasset sustainability may encompass. This involves achievinga
sustainable,long-termrisk profile and condition of assets across the network while
avoiding undeliverable bow wavesof activity for future control periods.

Acknowledging the financial challenges facing theindustry and wider economy, and the
need forour CP7 fundingto go further thanever before, we have applied evenstronger
focus to developinga more cost-conscious plan. This has involvedreducing our costs
through extraction of additiondl efficiencies and extendingthe life of existing assetsover
CP7.We are seeking to protect safety outcomes and prioritise reliability to provide the
most value for our funders and customers. This approach is supported by work that we
have done since CP6wherewe have continued toupdate and refine our asset models,
building inimproved insights. These advances have helped, in particular, to provide more
accurateand up-to-datedata, in turn informingour planned interventionsfor CP7 and
beyond.

In developing our affordability-driven approachto renewalsexpenditurein CP7, we
recognise that there will be an impact on overall asset condition, as we transition our
workbank mix from mostly full renewals to a blend of renewals and life extending
interventions. Werecognise that this may placeincreased pressure on future control
period funding requirements, however, we are developingtools and processesto allow us
to gain betterinsightand limit thelong-termimpacts.

Since the HLOS and SoFAwere published, we have refined our renewals planto improve
outcomes within the funding available. This has strengthened our risk-based approach to
asset management by evaluatingthe risks inherent in our network (for example safety,
performance, environmental). Our approach is maturing through the development of a
market-ledvalue framework, aligned to Transport Scotland’s priorities and the ambitions
foreach strategic rail corridor. This has led to better visibility of value across our network
and will improve our ability to balance the needs of our infrastructure assets from a
stewardship perspective and overall affordability — improving efficiency of delivery.

Building our renewals plans

Our policies directrenewals at high-risk assets that are either worn out, obsolete, or have
degraded to astatewheresafe operation and reliable performance can no longerbe
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achieved. At renewal, we alsolook to secure wider benefits such asimprovedresilience to
extremeweather and climate change, carbon reduction, and safer maintainability.

Since our interim Strategic Business Plan submission, we’ve undertaken a review of
investment prioritisationacross all asset classes. Whilst this has largely validated the
compositionof our renewals plan, it has also enabledus to mitigate the most significant
safety and performancerisks set outin our interim Strategic Business Plan.

Summary of CP7 renewals plans

Core asset renewals formasignificant part of our CP7 plan; at £1,947 million they are
just under 40 % of the total cost of our Strategic Business Plan (pre-efficient). Core asset
renewals cover all renewals excluding ‘Other renewals’.

Cross asset prioritisationhas resultedin a net increase of £36 millioninvestmentin
renewals. This includes removal of £60 million of lowest valueinterventions and
introduction of £96 million additional high valueinterventionsto target safety and
performancerisk. In ourinterim Strategic Business Plan submissionin February 2023, we
recognised the need to reviewour structuresplan, which has led to a net increase of £62
million in structures.

A summary of core asset renewals expenditureis providedin figure 3.4, which highlights
how spend is being distributed by asset class acrossstrategic corridors with some of the
drivers of significantspendexplained below.

There is £130 million of signalling asset renewals in the Dundee, Aberdeen, Arbroath,and
Inverkeilor areas dueto life expiry and obsolescence whichare contributing to most of
the costs along thefirst corridor. The planned £131 million track spendacross the
Glasgow Central High Level routes etc. is driven largely by the faster deterioration rate of
high-speed, high-tonnage, and high service intensity routes. By contrast, in the Far North
etc., £130million of trackinvestment is neededto address low-speed,low tonnage
measures where asset age, types, obsolescence, and historic low levels of renewal have
become asignificantdriver. Structures investment of £109 million in the Glasgow Central
High Level routes etc.is partially due to the scale of the corridor,along withthe high
density of lines and bridges in the Glasgow City area. The various/reactive workbank
represents emerging safety risks, investment in areas yet to be specified pending
investigation results,and Scotland-wide investment programmes that cannot accurately
be disaggregated.
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Infigure 3.4, whilst the East Coast MainLine and West Coast Main Line are incorporated
into astrategic corridor, their significance as cross-border markets arereflected in the
corridor criticality that underpins our market-led approach.
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Figure 3.4: Total renewals spend by corridor, £ million (pre-efficient)
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We’re developing proposdls for remodelling Perthso that it’s fit for the future and
reduces wholeindustry cost, linkingrenewalfundingwith the proposed decarbonisation
programme. It isimportant to note that Perthre-signalling development will continue for
the remainder of CP6 and shallbe conduded as part of theline of route signalling
development on Aberdeento Central Belt (A2CB). This will further validate the Perth
anticipated final cost which requires particular focusdue to the complexity of the existing
infrastructure and the expected project staging requirements.
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Approach to making trade-offs between assets

In making trade-offs acrossour asset base, renewals investment has been focused on the
most vulnerable assets.

Asset out inthe sectionabove, building on our work in CP6, we’ve developed better
insights around the trends in changing asset state. We’ve also reviewed activity levels for
some assets (in particular, structures, earthworks and drainage assets) in light of the
increase in severeweather events over CP6,and their expected continuation in the future.

Ourinsights have a particular bearing on our civils assets, many of which have not been
fully renewed since they were origindlly built and are expensive to replace, requiring a
long-run pattern of increasedfunding to redress condition. These assets, when towards
end of life, can degrade and be particulady vulnerable toextreme weather. This means
that we must also focus on associated structures and buildings assets, as well as
earthworks and drainage.

We’re developing and adopting technology to extend thelife of our assets, even when
many are approaching,or are at, end of technical life. During the past decade we’ve
undertaken technology development programmes to provide real timeinsights to our
frontline staff, deployingup to date records and intelligence through technology, new
visualisation tools, and remote condition monitoring. This technology means that the
early onset of problems canbe identifiedand plans to resolve can be implemented in the
most effective way. Our ambitionfor advancement continues throughour research,
development,and innovationprogramme.

We also need to manage safety implications from an aging asset base and our
interventionsin CP7 must reflect this. This is particularly the case for earthworks, where it
is difficult to predict where movement or failure may occur, with these assets having been
subject to natural weathering processes since the railways were built.

Recognising the challenging financial environment, we’ve had to make trade-offs with
asset renewad demands which,in turn, haveimplications for asset condition. Our overall
approach to each asset, and any trade-offs we’ve made, is summarised in table 3.1 below.
Otherrenewals are notincludedin this table. In table 3.1, some of previous Off Track
expenditure is now reclassifiedin track; £57 million of transformational efficiencies are
currently allocatedto track.

Scotland’s Railway — OFFICIAL — SENSITIVE

Page 38



OFFICIAL - SENSITIVE

Our StrategicBusiness Plan for Scotland’s Railway

Table 3.1: Overall CP7 approach to each asset, £ million (post-efficient)

CP7 | Variance
expenditure from CP6 Overview of CP7 approach
(£ million) (%)

Track 523 36 Life extension, targeted interventions with
lower upfront cost.
Increased activity on drainagein response to

) Network Rail Earthworks Review; whole system

Drainage and :

linesid 166 +66 drainage approach.

ineside Focus onlineside,boundary and safe worker
access.

Earthworks 218 +20 Implementthe whole system earthworks
approach.
Recovery of CP6 deferred work;scour damage

Structures 429 +10 programme;parapet/spandrel wall
stabilisation;culvert renewals.

Buildings 111 y Safety relatgd platfon'n,fo.otbfidge,can'opy
and mechanicadl and electrical interventions.
. . Life extension and development of line of route
Signalling 309 15 strategies via ‘Signalling Scotland’s Future’.
Level 36 13 Realising closure opportunities and delivering
crossings condition-based targetedrenewals.
Commencement of Mark 1 Overhead Line

Electrification 86 18 Equipment (OLE) renewals programme;

and plant condition-based signalling power, fixed plant
and distribution renewadls.

Telecoms 36 7 Management of obsolescence; condition-based
componentrenewadls.

Total 1,914 -11
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Planned renewalsin CP7 willinclude line of route-based requirements to deliver Scottish
passenger vehicle gauge capabilities (definition to be agreedwith Transport Scotland
before theend of CP6),except where these will drive disproportionate cost. This will
provide the lowest cost approachto removing barriers to the efficient network-wide
operation of availablerolling stockand will reduce the cross-industry time and cost of
vehicle introductions and cascades. The delivery of a Scottish passenger vehicde gauge
will therefore proceed usingavailable fundingfor planned CP7renewals, the Rail
Decarbonisation Action Plan, the Industry Growth Plan for Rail Freight, and the passenger
vehicles procurement and deployment strategies, as described in the “Integrated
Gauging Strategy” for Scotland’sRailway.

Impact on asset performance

While infrastructure failures drive only around 17 % of train delays, we acknowledge that
there’s a potential risk to trainperformance, particularly in the later years of CP7,but we
are planning to mitigate this as outlined further in this section.

Case studies of recent renewal deferralsdemonstrate that when continuing to operate
life expired assets,some mitigation of therisks to asset performance is achievable. This
requires additional management, maintenance, and operational costs resulting from:

e Closer monitoring of changes by additional inspection, monitoring, and analysis:
typically costingaround 5% of therenewals cost fora single control period
deferral

e Holdingrepairs: costingbetween 3% and 15 % of therenewals cost estimate

e Operationalmeasures, including emergency speed restrictions and increased
service affecting failures of between 15 % and 60 % , when compared with mid-
life asset performance. Werecognise the scale of this range, but our analysis
reflects thatthe level of impactis heavily dependent on the type of asset, its age,
and condition at the point of deferral. Our plan includes targeted interventions
that aim to mitigate the potentialimpacts on our customersand workforce.

The above insights are drawnfrom network-wide case studies from across Great Britain
but are applicableto Scotland’s Railway as a constituent part of the GB rail network.

Our modelling insights predict that, based solely on the proposedrenewalsinvestment
levels, there could bearound a 7 % increase in service affectingfailures by the final year
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of CP7,in comparison withthe final year of CP6. In mitigation, we'veincludeda number
of critical programmes for CP7, such as: asset improvement plan funding (£16 million),
holding works to mitigate the affordability-driven renewals approach (£35 million),
associated technology improvements,and plans to better harness our data to shape
targetedperformance-led interventions. Considering these mitigations, we anticipate a
potential risk of upto 3 % netincrease of service affecting failures comparing thefinal
year of CP6 with the final year of CP7. This margindl increasein failures is accounted for
across our plan and is recognised as a component part of our trajectory to improvethe
public performance measurein CP7.

Long-term impact of renewals plans

The impacts described above have enabled us to build calibrated models that simulate
changesinremaininglife for each asset class, as wellas indicating the proportion of
assets requiring attention duringCP7. These models are used to forecast changesin the
composite sustainability indexand to advise on renewal volumes overthe next 35 years.

These models undergo continuous improvement,including annual recdlibration to the
latest conditionsurveys,and average delivery costs. We provide updated forecasts of the
impact on futurerenewdls plans and confirman underlying rate of aging equivalent per
year. The models have varying levels of maturity and provide confidence at a total
network level ratherthan an individual intervention level. These models were
independently assessed in 2014 and 2020, and on both occasions the models were
assessed as valid, wellcalibrated, and applying a best practice approach.

Using these models,and based on core assetrenewalsin CP7, we’ve been ableto analyse
the funding profiles and modelled output on the CSIup to CP13.In modelling these
profiles, we’ve needed to make assumptions aroundactivity in CP8 and beyond. This
includes acceptance thatwe’ll notreturn to CP6 exitlevels of asset sustainability in the
near future dueto the cost and deliverability challenges associatedwith the volumes of
activity that would be required to close the gap. However, mitigation throughincreased
maintenance activity, as well asimproved management through technological
advancements, will be prioritised.

There will be choices about whether to accept the downturnin asset condition /
remaining life (measuredthrough the CSI)in CP8 and beyond, or whether we wish to
progressively deliver volumes of work gearedtowards improving asset sustainability.
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These decisions will be highly dependent on the funding and deliverability context at the
time.

Toredress asset conditionin CP8 and beyond, we consider that it may take twocontrol
periods to achievethis (CP8 and CP9), as indicated in figure 3.5. Assuming we take this
action, the long-run renewals demand to CP13is set out in figure 3.5 and may require
around £2,260 million in CP8 and £2,503 millionin CP9, growth of £313 million and £556
million from CP7 funds respectively. By doing this we expect to achieve a stasis position
from CP9 where we hold the profile of remaininglife in our assets.
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Figure 3.5: CP7 renewals plan and long-term expenditure, £ million (pre-efficient)
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The forecast changes in asset remaining life,as shown in figure 3.6, reflect theimpact to
asset sustainability in future control periods dueto the level of renewdls investment in
CP7.These changes are calibrated to today’s operating environment, meaning that
acceleration in the loss of life due to more aggressive future climates(greater than we are
currently experiencing) has not been factored in.

The forecast continues the pattern of aging broadly equivalent to thatseentoday,
increasing the portion of the asset base in a poor condition. This presents arisk to long-
run asset performance which will require greater mitigationthrough strategic planning
and effective prioritisation of investment.
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Figure 3.6: Long-term CSI impact
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Our forecastspredict loss of remaining lifein CP7 and CP8 (orange) whichis then
maintained,in line with the steady state scenario (blue), from CP9 onwards. Note: the
steady state scenario does not maintain the CSI. For most asset classes, this means
maintaining the currentoutputs.

Insome asset classes theimpact of an affordability driven approach to renewals
expenditure in CP7 will only be material from CP8 onwards. Holding works which are
sufficientto mitigate a downturnin full renewals activity in the short termwill not be able
tosustain asset performancein the long-run,and greaterlevels of activity will be required
in the futureto addressincreases in asset failure risk. Recognising this potential for
increased investmentin future control periods, we’llcontinue to develop our tools and
insights to effectively prioritise— and limit the need for — capital investment.

Scotland’s Railway — OFFICIAL — SENSITIVE

Page 41



OFFICIAL - SENSITIVE

Our StrategicBusiness Plan for Scotland’s Railway

Efficiencies

Scotland’s Railway has achievedsignificant progress in CP6 through changing the way we
do thingstorespondto the challenging financialenvironment exacerbated by the
COVID-19 pandemic, significant weather events, high inflation, and industrial action.
We’ve focusedon buildingin cost reductions and have already locked in significant
reductions to the CP6 exit rates that will,in many cases, formthe basis of the CP7 plan.
Notable areas of focusin CP6 have been included:

e Standardisation and repeatable design: focusingon removing duplication of
activities and decreasing touch points between Scotland’s Railway and our
supply chain, during project scoping and delivery

o Deepeningindustry collaboration including establishingstrategic partnerships
and enabling our supply chain specialists to further influence project outcomes

e Greateruseof digitalengineering with a focus on technology and innovation

e Leveragingsynergies across renewals and enhancements through combining
continuous improvement workstreams

e ‘Poundinthe Ground’: Costtransparency and addressing the balance of spend
between direct and indirect costs

e Bundling of work to leverage economiesof scale.

CP7 delivery approach

We welcome continued support fromthe Scottish Government in providing clear and
stable priorities. Continuing tomake early investment decisions allows us to developa
forward-looking and robust plan and lets us put a continued focus on improvedpipeline
visibility and supporting supply chain investment in skills and equipment to improve
productivity, enhance and sustain capability, and boost economicgrowthin Scotland.

Our Contracting Strategy focuses on embeddinglonger term Strategic Partnerships with
key suppliers, as well as focusing on areas where we can deliver more efficiently by
developingourin-house delivery capability.It’s also underpinnedby the need to bring the
best peoplein the industry together to work collaboratively and flexibly and retain a
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sustainable supply chain basein Scotland. Our CP7 procurement exercise will support this
by encouraging use of the wider Scotland basedsupply chain partners to reduce purchase
and transportation costs, actively reduce our carbon footprint, support skills development,
and support the circular economy in Scotland.

Getting ourlonger-term planning right will be a key enabler for CP7,and our Integrated
Planning Office (IPO) will address the requirements fordisruptive accessin a 3-to-7-year
horizon, and work across delivery and asset teamsto plan corridor investments to produce
realistic phasing of volumes across the control period to smooth the workbankand avoid
the peaks and troughs of demand that drive inefficiency and uncertainty in the job
market.

Our IPO forms part of a focused Access Development Programme (ADP) that com prises
representatives fromour access planning and customer teams,and the programme will
define the process by which disruptive access is assessed and proposals made to industry
on the optimum solution to be deployed. This programme will focuson earlier
understanding of theimpacts on passengers and freight customers throughout the
planning process and take a ‘whole system’ approach to planning. This will enable the
alignment of delivery programmes todrive efficient costs and consider the widerimpacts
onstakeholders.
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3.3 Renewals by asset class
3.3.1 Track asset class strategy

This section addresses the following Scottish Ministers’ HLOS requirements:

HLOS references

Ourstrategy for track assets will prioritise maintainingsafety of theline and asset
reliability to reduce renewalscosts, in recognition of the challenging financial
environment. The strategy leveragesour successful historicdelivery and aims to extend
asset life through targetedrefurbishment and renewal activity, with the scope of our work
becoming tailored towards addressingkey engineeringor performancedrivers.

Ourworkbank for CP7 has been derivedprincipally froma prioritisation of engineering
need (condition, maintainability, obsolescence) whichhas then been modelled against
route section criticality (performance, strategicimportance, speeds, and tonnages). The
key pillars of our approach are outlined below:

. Maintaining safety and performance, whilst reducing costs through prioritisation
of scope/volumethat’s not delivering significant safety or performance benefits
in addition to driving efficiencies via our supply chainpartners

Focusing on selective replacement of system components that are theinitial
driver forrenewal

Maximising the servicelife of assets through life extension activities.

Alignment to operations, maintenance, and enhancements

Alignment of renewalsand maintenance is a criticalelement of our plan. In orderto
compliment therenewdls strategy, we’re focusing our maintenance interventions to
maintain outputs and taking a corridor view. We acknowledge that our renewalsplan
doesn’t target ballast work as a priority, and we’re accepting an overall reductionin

SCOTLAND'S RAILWAY

BETTER IMN THE MAKIHNG

remaining assetlife and so we’re planning an increase in maintenance activities and will
manage ballast through deployment of on-track machine interventions (tamping and
stone blowing).

Interms of alignment with enhancements, plain line and switchesand crossings (S and C)
work will continueto be assessed foropportunities that makeimprovements in line with
the strategic corridor approach.

Innovation and technology enablers

We’ll continue to increase our use of composite sleepers and longitudinal timberswithin
renewal sitesto extendthe life of the track system.We’reincreasing plain line pattern
recognition (PLPR) coverage, forming part of our support for increased use of risk-based
maintenance. This also supports our general move towards a predictive, rather than
reactive, maintenance regime. We'll be able to do this by increasing our use of remote
condition monitoringsystems and datatools.

Headline financials and outcomes

Infacing trade-offs,due to financia challenges, we’ve developedan affordability-driven
approach to renewals expenditure, which will transition our workbank mix frommore full
renewals to a blend of renewals and life extending interventions. We’llfocus our activities
onthe highest safety and performance priorities to reduce costs in the next five-year
period, resulting in animpact on overall asset condition.

Due to the predicted reductionin overallcondition, we’re planning additional mitigations
to manage associated risk from potential asset failures, which can have significant
impact on train service delivery. These include inspectionsand monitoring and workbank
prioritisation.

Updatessince interim Strategic Business Plan

The review of trackrenewals workbank as part of the cross-asset prioritisation identified
£20 million of investment in track related assets which could be revisedwithout
impacting the overall outcomes of the plan. Therefore, the planhas beenreducedby £20
million, primarily acrossnon-volume interventions, to accommodate additional
investment in environmental resilience, structures and electrification, and plant asset
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classes. There’s also been arebalancing between switches and crossingsrefurbishments Figure 3.7: Track - total spend by corridor, £ million (pre-efficient)
and plain line refurbishment to maintain performance and manage safety risk.
. . . . . 140 131.1 129.9
Intable 3.2 below, the CP6 delivery plan figure includes some of f track expenditure that is
now classified under lineside. In the Strategic Business Planfigure, £57 millionof 120
transformational efficiencies are currently allocated to track. 106.4
. . . - are 100
Table 3.2: Track - headline financial position, £ million
77.4
80
| Headline summary | £ million 5
= 60
CP6 delivery plan 2019 (DP19) 847 E
. o 40 332 32.4
CP6 exit forecast position 822 301
16.6
Initial submission 682 20 14
Interim Strategic BusinessPlan (pre-efficient) 588 0
A2CB - Fife- Edinburgh, Glasgow Glasgow  South  Highland FarNerth Various
. . A Aberdeen Dalmeny E&G,ECML  North  Central HL  West-  Mainline and West reactive
Strateglc Business Plan (pre effICIent) 568 to Dundee, to Dundee,  and Electricsto  routes, GASW,S. and Highlands workbanks
. . . Perth and  Perth, Borders Airdie,  Ayrshire, Ayrshire, Aberdeen and
Interim StrategicBusinessPlan 600 Greenhill Leven and Rutherglen WCML East to Stranraer
Allea and Area Kilbride Inverness
StrategicBusiness Plan 523 Cowlairs and
West Barrhead

Asshownin figure 3.7, by using our market-led approach, we’re distributing our
investment across the networkto manage asset specific risks. By transitioning froma full
renewal focused plan towards more life extension activities, we'll prioritise maintaining
safety of the line and asset performance whilereducingthe cost of our renewdls plan.
The geographical corridor breakdown highlights that within CP7 we’re addressing track
infrastructure safety and performancerisks at opposite ends of a spectrum. The risks
driven by the faster deterioration rate of high-speed, high-tonnage, and high service
intensity routes and therisks driven by low-speed, low tonnage — where asset age, types,
obsolescence,and historiclow levels of renewal becomessignificant drivers. On the
Glasgow and SouthWest corridor there’sa relatively low level of investment planned as
we’ve had significant investmentin this area in previouscontrol periods.
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Key Risks and Challenges

Figure 3.8: Track - risk and mitigation
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During the control period there’s a change in
strategy for historic  disruptive  access
opportunities. We would seek early stakeholder
engagement to understand the impact of any
strategic change and possible mitigations.
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Historical performance

We’ve atrack record in successfully decreasing the number of service affectingfailures in
recent control periods. Moving froman annual average of 488in CP3,t0391in CP4,to
332inCP5,and 290in CP6 (years 1 to 3 only).

In CP7,through our refurbishment strategy, our focus is to maintain and operate the
service affecting failures,in-line withthe forecasts, within the samelimitsof the data in
figure 3.9.

Figure 3.9: Track - historical performance - service affecting failures (SAF)
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Long term asset challenges

Track assets are expected to make an -0.6 % overall contribution towards our overall CSI
in CP7.

There are anumber of areas that presentlong-term asset challenges. These are:
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e Longitudinal timbers: there’sbeen asignificantstep change inthe
management of these assetswithin CP6, includingthe development of new
standards, guidance, and inspection processes. Additiondlly, the use of micro
drilling techniqueshas provideda much more robust method of assessing the
priority for replacementsuch that for CP7 there’s already a definedbottom-up
plan of works

e Switchesand crossings— modular bearer joints: we’llcontinue to supportthe
investigation into the cause of modular bearer joint failures and the trial of new
and retrofit alternatives. Additiondlly,for CP7 we’ll be developingScotland
specific controls (in additional to nationally provided) to provide sufficient
assurance and challenge at the point of modular bearerspecification

® Pre-1979rail sections: there are 147.7 track miles of pre-1976 Rail remainingin
track categories 1 and 2. The inclusion of railsin the 1976-1978 bracket
increases thisby afurther 22.1 trackmiles to a total of 169.9 trackmiles.Re-
railing works in CP7 will prioritise the 35.8 trackmiles remaining in track category
1

e Failure modesin slab track: Scotland’s Railway has just under 18 miles of slab
track asset predominantly located in tunnelsin the core east-west routes through
both Glasgow Central and Glasgow Queen Street stations. They’re operationally
critical assets with a high intensity train service. Much of this slab track asset was
installed as part of electrificationin the late 1970’s. We’ve developed a slab track
strategy thatoutlines our steps towards understanding a level of risk and the
solutions and mitigations that needto be applied.

Delivery
Our delivery model

CP7 will commence by using the same integrated and collaborative delivery model as CP6
which will see our Capital Delivery and Works Delivery teams being utilised for the
renewals and refurbishment workbank. At present the delivery modelis under review,
which includes areview of the workbank allocation; the aim of whichistoincrease
sharing of resourcessuch aslabour and key plant to drive efficiency.
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Delivery risks

The impact of inflation, trendingabove CPI (for steel/energy/aggregates/etc.), is
difficult to control and we acknowledge that this has been a key cost driver
during CP6. Should this trendcontinueinto CP7, there will be further assessment
required to validate the level of work that can be undertakenfor thelevel of
funding

The renewals programme is adversely affected by changes to the pipeline of
enhancement delivery projects. This risk may include accessclashes, logistical
clashes (engineering trains), and contractor resource availability/underutilisation.
These potentialrisks will be mitigated by continual early-stage integration with
enhancementspipeline

Loss of capacity and knowledge to deliver a renewals portfolio of work and ability
torespond to emergency works and deliver enhancement works. To mitigate this,
we’ve initiated improvingour early stageintegration of ourrenewals to
enhancement works over the control period

Work on the Far North route may be impacted due to resource availability north
of Perth and areliance on additional support fromthelocalmaintenance
delivery unit. There’s an ongoing engagement with ScotRail to allowfor longer
access periods to therailway, further deriving efficiency and mitigating the
impact of resource availability

The availability of the tamping fleet may be affected during CP7 due to these
assets requiring significant refurbishment or replacement dueto their age.Non-
availability of tamperswould decrease the ability to have concurrent worksites
and maintenance activities at the sametime. Mitigations will be via requests to

otherroutesto utilise any spare tamping capacity.

Efficiencies

We have astrong trackrecord of achievingefficiencies and reducingour unit rates. In
developingour CP7 plan we’vetested our ability to deliveradditional efficiencieswithin
our renewals portfolio. In track, to date, we've identified efficiencies equating to £88
million, and £57 million of transformationadl efficiencies are currently allocated to track.
The key CP7 initiatives and themes include:
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Integrated Network Rail Management and Delivery Model

Appropriate targeted access solutions withright access for right project, aligned
across assets

Stable workbank, consistently phased with coherent geographic and work type
bundling (aligned to line of route approach)

Investmentfromsuppliersin plant that will increase volume within possession
lengths.
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3.3.2 Drainage and lineside asset class strategy

This section sets out our strategy for management of our drainage and lineside assets to
support our strategic priorities. The strategy supportsour drive towards better weather
and climate resilience through the proactive management of our lineside trees and
vegetation and delivery of our drainageresilience works. We’rein the processof
transformingthe way we manage drainage assets taking a data driven approach to
enable the safe and reliable operation of Scotland’s Railway. Below are thekey pillarsof
ourapproach:

e Drainage resilience and track drainage works will be prioritised to maintainthe
asset conditionprofileand address specific safety and performancerisks
considering climate change effectsin the design

e Drainage renewal interventions will take a whole-system approach to fully
considerlong-term systemneeds

e  Boundary renewal works will continue to address life-expiredboundary measures
to maintain alegally compliant boundary

o We'llcontinue to manage our access fadilities and pathways to provide safe
access to the infrastructure for our staff and contractors, allowing them tosafely
undertake work and respond theincidents

e Vegetation management (Opex) in CP7 will be prioritisedto address safety and
performancerisks, including hazardous trees (includesash dieback) and
problematic autumn sites.
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Alignment to operations, maintenance, and enhancements

Ourapproach is to drive maintenance benefits through the removal of long-standing
repeat failure locations. This includes targeted intervention on knownboundary incursion,
problematic vegetation, and flood and water management group sites to enable
improved routine maintenance performance. Our intentionis to reduce the number of
related incidents suchas flooding, tree failure, or boundary incursions to lower the
instances of train accidentrisk (TARR) and Schedule 8 eventswhich,inturn, havea
positive impact for wider railway operations.

Innovation and technology enablers

We’ll continue to workwith industry partnersto develop new technologies that drive
efficiencies and enable us to achieve our strategy and objectives. Several workstreams are
currently in development that will be in place forCP7 such as the workbank management
tool (WMT), the strategicenterprise asset management system (StREAMS), the asset

risk evaluation tool (ARET), and Trackwater smart sensor system. These tools, whenfully
implemented, will enable efficiencies in asset management, inspection, maintenance, and
renewal planning.

Headline financials and outcome

Infacing trade-offs,due to financial challenges, we’ve developedan affordability-driven
approach to renewals expenditure. We’ll focusour activities on the highest safety
priorities to reduce costs in the next five-year period.

Following the Watford derailment, and subsequent investigations, there was a RAIB
recommendation to undertake a survey of Network Rail’s drainage assets. A visual survey
of drainage assets was commissioned at thestart of CP6, whichhas identified 35 % more
assets than were previously recorded in our assetinventory. The output of the survey has
supported prioritisation of the workbankfor CP7.Additionalinvestigations will further our
asset knowledge and informthe detailed scope of interventions.

More frequent extreme weather events are to be expected which, without investment, will
lead to anincreased|likelihoodof train service disruption. On this basis, our submission
prioritises the high priority drainageresilience activities.
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Updates since interim Strategic Business Plan

The drainage and lineside renewals plan has been validated as sufficiently addressing
safety and performancerisk and hasn’t been revised since the interim Strategic Business
Plan. Intable 3.3, the CP6 delivery plan figureis drainage only. Please note that
transformational efficiencies will be allocated to this asset class at later stages.

Table 3.3: Drainage and lineside — headline financial position, £ million

| Headline summary | £ million
CP6 delivery plan 2019 (DP19) 59
CP6 exit forecast position 100
Initial submission 199
Interim Strategic BusinessPlan (pre-efficient) 169
Strategic Business Plan (pre-efficient) 169
Interim StrategicBusinessPlan 166
StrategicBusiness Plan 166

Asshown in figure 3.10, by using our market-led approach we’re distributingour
investment across the network. Driving spendsin the Edinburgh area on the Edinburgh
and Glasgow (E and G) line, East Coast MainLine (ECML),and Borders corridor are
drainage works with a history of high-performanceimpact at Philipstoun, Drem, Craigton,
and Winchburgh whichattractincreased costs related to thelevel of access and
topography. Reactive workbank investment includes drainage works following flooding
incidents, and investmentin access facilities and pathways. An indicative split has been
spread across all corridors.
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Figure 3.10: Drainage and lineside - total spend by corridor, £ million (pre-efficient)
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Key risks and challenges Historical performance

Delay minutes associated withflooding events had been trending downward until 2018;
however, the summer storms of 2019 and 2020 resulted in higher delay minutes in
Asset Key Risk Risk Description and Mitigation August of those years. This was attributable to extreme convectional rainstorm events
that led to significant asset failures on the West Highland Line, East Coast North, and
The emerging trends of increasingly heavy rainfall across Fife. These events haveled to arecentupwardtrend in delay minutes.
due to climate change compounds the challenges
presented by an aging network, which is more than
100 years old. Future capacity requirements will be
considered through the design and installation of
new assets.

Figure 3.11: Drainage and lineside - risk and mitigation

Climate
change and
extreme
weather
events

Drainage

As part of ourlineside treesurvey all ash trees on our
infrastructure are being identified and scored
according to industry guidance. The surveys are also
identifying and scoring trees which are expected to
become hazardous as a result of the disease. These
trees will be actioned or monitoredas required.

Ash dieback

fungal
disease

Vegetation

Change of Implementation of our land use change information
railway (LUCI) project will support the portfolio in detecting
adjacent and identifying changes in land use which may affect
land use assets.

Boundary
fencing and
drainage
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Figure 3.12: Drainage and lineside - historical performance - flooding incidents Figure 3.13: Drainage and lineside - historical performance- livestock incursions and
vegetationincidents
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There’sadownward trend in livestockincursion due tothe work that we’ve undertaken to
improve our boundary measures;stock fencing has made up 93 % of the CP6 renewals
workbank targeting high-risk livestocksites. The peak of vegetation incidents occurred in Long-term asset challenges
year 3 of CP6 which was due to the storms Arwen, Corrie, and Malik which collectively
caused over 150 treefailures.

" Periods 1-11 only

There are two areas which presentlong-termasset challenges. These are high risk
drainage locations and biodiversity.

High risk drainage locations are those where the consequence of arisk arising could result
in significant parent asset failure,such as major earthworks failures or significant track
flowing.

Some of the potentialreasons for sites being deemed ‘high risk’ are:

e Therisk posed by flooding during normal and significantrainfall events
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o Degraded asset condition leading to a full or partial loss of function and purpose

e Assetsbased onlocal knowledge e.g., critical junctionorlocations where recovery
of assets following failure may be compromised (such as deepcuttings).

Areview of high-risk drainage sites is presently being undertaken by specialists and
interventionswill be developed and prioritised for delivery in CP7.

Our plan focusses on delivery of the drainage resilience activities at sites with high
performanceimpact.

Ourintentionis to achievebiodiversity through the commitment that Scotland’s Railway
has to the offsetting and mitigating of works that are undertaken. There are mandatory
requirements via the operating license and appropriate standards which coverhabitat
management, offsetting, and biodiversity. CP7 will build on the trials undertaken for
offsetting, workingwith stakeholders within Forestry and Land Scotland, The Tree
Council, and Forth Rivers Trust.

Delivery
Our delivery model

The delivery strategy focusseson building a supply chain,comprising internal and
external delivery teams, to deliver the plannedrenewalsand align the right size and
complexity of work types with theright delivery teams to deliver the most efficient unit
rates. We’ll focuson delivering outcomes via a strategic partnership model underpinned
by embedding key performance indicators (KPIs). All the frameworks will embed options
to mini tender any specificworkbanks.

Delivery risks

e Material costs and market conditionshave the potentialto impact the portfolio,
we’ll look to mitigate via purchasing materials in bulk. This will be enabled by
establishing a stable workbank

e Landaccess costscontinueto be achallenge across therailway and lead to
lengthy negotiations and increased costs. Our engagement with various
organisationsincluding Forestry and Land Scotland, and Scottish Landand
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Estates will continue to allow us to engage with our lineside neighbours to get
buyin and help deliver an efficient programme.

e There’shistorically a high-level of demandtowards the supply chain and the
resources available to deliver the planned work may diminish due to market
conditions. We’'ll look to provide our supply chain with early visibility of our
planned works to instil commercial confidence.

e Climate change will be a challenge across the portfolio requiringall assets to
take forecastedweather patterns into consideration during project design
phases.

e  Future CP7 delivery frameworkratesand performance not as anticipated.

Efficiencies

We have astrong trackrecord in achieving efficiencies and reducing our unit rates.In
developingour CP7 plan we’vetested ourselves to extract additional efficiencies within
our renewals portfolio. In drainage and lineside, to date, we’ve identified efficiencies
equating to £17 million. The key CP7 initiatives and themes include:

e Progression of digitalsurvey techniques

e Greaterdegree of integration with our other renewals assetsto maximise theline
of route approach

e Crossasset resolutionof third-party land access, consents,and public utility
issuesin advance of delivery throughdedicatedteamresource

e Focusonfencingvolumesand integration withother assets delivery to maximise
access opportunities.
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3.3.3 Earthworks asset class strategy

This section addresses the following Scottish Ministers’ HLOS requirements:

HLOS eferences

3.37 (weather resilience, environmental-
related failures), 3.41 (provision for
weather resilience)

Environmental-related failures

Our plan sets out our strategy for management of earthworks assetsto supportour
strategic priorities and running a safe and reliable railway. Our CP7 objectives are
outlined below:

e Toimprove ourservicereliability, performance, and customersatisfaction, we’ll
prioritise removal of sites fromthe CP6 exit adverse weather list. These sites are

currentlyimpactedby the imposition of speedrestrictions, applied to mitigate
safetyrisk, during extreme weather

e Reduce thefrequency of extended unplanned line closuresor operational
restrictions following extreme weather damage

e Limit the frequency of performance affecting incidents arising fromasset
failures.

These will be achievedthrough:

e Continuing toimplement a whole earthworks approach on renewal sites,
commenced in CP6

e Targetingreductionsin the number of sites on our adverse weather list by
implementing renewals and earthworks failure detection monitoring

e Considering thesystemrisk to the railway from proposed earthworks renewal
schemes, to identify and manage any residualrisk
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e Undertakingwork to review our thresholds,operational route sections, and
decision making around theimplementationof adverse weather speed
restrictions

e Exploringthe potentialforincreased datagathering and analysis of actual
rainfall at key network locations to analyse the predicted forecasts and further
assessing their adequacy during extreme weather events based on current
threshold levels.

Alignment to operations, maintenance, and enhancements

We’re directing our CP7 focus from asset renewals towards refurbishment and
maintenance of assets, to extend asset life, in recognition of the challenging financial
environment. Whilst theimplementationof technology (e.g. tiltmeters) increases
workload in control, it enables the removal of sites from the adverse weather list resulting
in improved train performance. Continued alignment with operations is required where
speed restrictions will be applied to mitigate safety risks.

Innovation and technology enablers

We’ll seek to maximise the advances in technology to install remote failure detection
monitoring on high-riskassets to provide real time monitoringof movements, with
accompanyingimages, and reduce the need for blanket engineering speed restrictions
and/or manual inspectionduring adverse weather.

Other new and innovative technology such as alerts for boulder incursionat existing catch
fences are approaching trialstage; intended for rollout across pre-identified high-risk
assetsin CP7, such as Loch Eilt and Loch Treig.

Headline financials and outcome

Infacing trade-offs,due to financial challenges, we’ve developedan affordability-driven
approach to renewals expenditure. We'll focusour activities on the highest safety
priorities, to reduce costs in the next five-year period, resulting in an impact on overall
asset condition. Inline withour policies, our plan will continue to implement, as
applicable,awhole earthworks approach to renewdls activities, acknowledgingthe
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interdependencies between earthworks and other watermanagement assets, such as
drainage.

Due to the predicted reductionin overall condition, we 're planning additional mitigations
to manage associated risk from potential asset failures, which can have significant
impact on train service delivery. These include inspections, remote monitoring, and
workbank prioritisation.

Updatessince interim Strategic Business Plan

The earthworksrenewalsplan has beenvalidated as sufficiently addressing safety and
performancerisk and hasn’t been revisedsince theinterim Strategic Business Plan. In
table 3.4, please note that transformational efficiencies willbe allocated to thisasset
class at later stages.

Table 3.4: Earthworks — headline financial position, £ million

| Headline summary £ million
CP6 deliveryplan 167
CP6 exit forecast position 182
Initial submission 231
Interim Strategic BusinessPlan (pre-efficient) 206
StrategicBusiness Plan (pre-efficient) 206
Interim StrategicBusinessPlan 218
StrategicBusiness Plan 218
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Figure 3.14: Earthworks - total spend by corridor, £ million (pre-efficient)
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Asshownin figure 3.14, by using our market-led approach we’re distributingour
investment across the networkto manage asset specific risks. The CP7 workbank has
been wholly driven by asset conditionratings and prioritised to address our highest risks
tosafety. Allowance has also been made todeal withthe anticipated reactive works
(reactive workbank), thiscan affect various railway corridors.
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Key risks and challenges

Figure 3.15: Earthworks - risk and mitigation
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Risk Description and Mitigation

During CP7, catchment analysis will be
undertaken to identify concentration features
that could activate a large debris slide. Geohazard
works that started in CP6 will continue into CP7
with dedicated site visits and landslide hazard risk
assessments being undertaken as we move to
compliance with standards by 2029. Allowance
has been made for three high risk sites to be
mitigated through high-capacity fences or
landslide barriers.

Scotland’s Railway can be impacted by nearby
activities, which can adversely affect the existing
railway drainage system. These activities include
fields being ploughed in a different direction, ad-
hoc field drainage alterations, and borrow pitsand
construction works too close to the railway
boundary. These activities are monitored through
regular helicopter flights and reconnaissance from
asset inspections or track patrolling. In addition,
the land use change information (LUCI) project
will support the geotechnicad portfolio in
detecting and identifying changesin land use.
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Rates are being driven up by several factors
including constraints on material supply, track
access, landowner access, and the COVID-19
pandemic. There’s also the growing issue of the
availability of resource including plant and skilled
labour, driving up prices beyond current run rates.
Thisisshowninthe unitrateincreases seen during
years 3 and 4 and has been taken accountin the
forecasted unitrates for CP7.

Rising unit
rates

Earthworks

In developing an affordability-driven approach to
renewals expenditure, we'll focus our activities on
the highest safety priorities to reduce costs in the
next five-year period.Inline with our policies, our
plan will continue to implement, as applicable, a
whole earthworks approach. Due to the predicted
reduction in overall condition, we’re planning
additional mitigations to manage associated risk
from potential asset failures.

Asset
condition
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The appropriateness of our mitigations is under continuous review. This includes system
risk prioritisation through development of decision support tools to reduce theimpact on
train performance associatedwith earthworks. Furthermore, the additionalenvironmental
resilience expenditure will help uncover key climate changerisk areas and allowus to
bettertarget ourinvestment to address safety and performance risks.

Historical performance

The graph below highlights the number of reportable geotechnical failures (CIV/185) per
year to date, split by hazard rating. CP6 year 2 is an outlier as 26 reportable failures were
recorded in one singleday attributed to the extreme weather event on 12 August 2020.

From CP5 through CP6 there has been arelatively steady increasein CIV/185’s across all
hazard ratings each year (excluding the spike in CP6 year 2). This trend can be attributed
to changing climate. Schemes have beenidentifiedto target the assets at the highest risk
failure, to controlthe impacts on performance throughout CP7.
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Figure 3.16: Earthworks - historical performance - failures by hazard rating
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Long term asset challenges

Earthworks assets are expected to makea -0.5 % contribution towards our overallCSIin
CP7.InCP7itisforecasted:

o The number of category D or E high risk assets may adversely increase by around
1.1%

o The earthworkscondition score is likely to increase by around 2 %

e Duetoage and condition of earthworks portfolio,and historicinvestment profile,
the rolling average of gectechnical failures is forecastedto increase in the long-

term. This can be mitigated through sustained investmentin renewals to reset
asset condition.
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The future control period workbanks are key to managing the scale of the challenge
associated with potential failures, arisingfrom asset condition.

Climate change will continue to have animpact on asset sustainability in the short,
medium, and long-termwith longperiods of higher intensity rainfall predicted to increase
therisk to the overallasset condition. Convective and frontal rainfall-related speed
restrictions are of mostsignificance and form animportant part of our safety mitigations
for our passengers, freight customers, and workforce. The performance impact of these
mitigation measures will be reviewed regularly to check that the balance of performance
and safety is appropriate for runninga safe and reliable railway.

Delivery
Our delivery model

Our supply chain has been engagedand the current framework contractors and deliverers
have confirmed they can deliver the volumes contained withinthe workbank. Any
changesin delivery models, procurement, or contractors will be managed appropriately to
maintain delivery volumes and quality of work.

Delivery risks

e Asset condition beingworse than anticipated following de-vegetationactivity;
impacting on the typeof interventionto be delivered, with potentially fewer,
higher cost volumes delivered. To mitigate this risk the asset management team
have alteredthe methodology of remitting works; moresite visits are being
undertaken throughout the year, and delivery and asset teams have agreed that
remits will be updated iteratively

e Work type instability arising fromresilience-based issues that could disrupt the
planned workbank. To mitigate, we’llutilise our fund for technology to monitor
the lower priority worksites, allowingthe asset teamto make use of real-time
information on assets. This information will assist with making adjustments to
the plan to respond to newor emerging priorities. Additionadlly, there’s an aim for
the asset and delivery teamsto advance project design phases, increasing the
preparation time prior to implementation

Scotland’s Railway — OFFICIAL — SENSITIVE

Page 56



OFFICIAL - SENSITIVE

Our StrategicBusiness Plan for Scotland’s Railway

e Third party and railway access may not be available, or aligned with consents,
preventingoptimal programmeto be achieved for resource planning and plant
utilisation. The CP7 efficiency programmeis targeting improvements in this area
and delivery and asset teams will work together to mitigate risks

o ForecastedCP7 delivery framework rates and delivery performance were not as
anticipated. To enable maximumoutput, teams are working handin hand across
all disciplines to identify efficiencies on every project and route corridor.

Efficiencies

We have astrong trackrecord in achieving efficiencies and reducing our unit rates.In
developingour CP7 plan we’vetested ourselves to extract additional efficiencies within
our renewals portfolio. In earthworks to date, we’'ve identified efficiencies equating to £5
million. The key CP7 initiatives and themesinclude:

e Enhancingin-house vegetation management capability

e Appropriate targeted access solutions withright access for right project,aligned
across assets

o  Cross-assetresolution of third-party land access, consents,and publicutility
issues in advance of delivery throughdedicatedin team resource

e Bulk buying core commodities.
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3.3.4 Structures asset class strategy

This section addresses the following Scottish Ministers’ HLOS requirements:

HLOS references

Structure clearance 3.28,4.21

Project works will prioritise schemes where safety is the primary driver. Incremental
workforce safety improvements will continue, such as provision of edge protection.

The approach to structures renewals for CP7 adopts a risk-based approach, focusing on
Scotland’s Railway specific priorities, including:

¢ Anongoing programmeto combat therisk of scour damage tostructures. This
will follow on from the CP6 train accident risk reduction (TARR) programme by
addressing structures witha scour risk of 15.8 and above. This change (from16.0
in CP6)is aligned with a change in national policy and the challenges of climate
change

e Aprogramme of proactive stabilisationmeasures to structures identified by the
review undertakenfollowing the parapet/spandrel wall failure at Underbridge
133/328 near Stonehavenin January 2021

e Continuation of theside-long-ground renewalstrategy for West HighlandLine
culverts whichpresent arisk of embankment washout due to thetopography of
sections of this route;this is combined withthe anticipatedimpact of climate
change whichis predicted to be most severein this area of the United Kingdom.

Alignment to operations, maintenance, and enhancements

Our structures maintenance budget is partially classified as capital expenditure (Capex).
Additional maintenance and mitigation works, implemented as opposed to additional
refurbishments, will be funded from Capex. The value of the maintenance activities will
maintain CP6 levels.Inspectioncosts have been increased to accommodate additional
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mitigation and monitoring. As a result, we’re planning for additional reactive
maintenance work.

Our bottom-up plan alignswith the committed enhancement programme. Our Route
Asset Management (RAM), Capital Delivery (CD), and Rolling Programme of
Decarbonisation (RPD) teams have regularly engagedto consolidate workbanks, where
appropriate,and to optimise synergies for access.

Innovation and technology enablers

We currently have water level telemetry installed at 44 structures and these are managed
through our RADAR monitoringsystem. Of these structures, 18 are at higherrisk of scour
or flooding. Activation of the RADAR system triggers mitigation actionsunder the adverse
and integrated weather plan. Our planincludes for fitment of water level telemetry and
cameras to all remaining and emerging higher risk scourand flooding structures in CP7.

We’re planning to extend the use of laser cloudburst surveys to monitor movement in
structures. This technique was initially used to monitor overbridges containing high
alumina concrete (HAC) for signs of deflection. We'll also be lookingto extendthe usage
to checking for active movementin retainingwalls.

We’re early adoptersof the research and development programme’s Panoptic Bridge
Management (PBE) programme,with 13 masonry arch bridges plannedto be inspected
using this new procedurein 2023 with roll out extended in CP7.

Headline financials and outcome

Infacing trade-offs,due to financia challenges, we've developedan affordability-driven
approach to renewals expenditure. We'll focusour activities on the highest safety
priorities to reduce costsin the next five-year period. In line withour policies, our plan will
continue to implement, predominantly, refurbishment interventions but we’ll become
more targetedin our approach by focusing on the specificelements of scopethatare the
primary driver for renewal.

We’re planning additional mitigations to manage associatedrisk from potential asset
failures, whichcan have significantimpact on train service delivery. Theseinclude
increased reactive maintenance works, informedby a higher inspection and monitoring
regime.
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Updates since interim Strategic Business Plan

The cross-asset prioritisation identified structures as an asset class in need of greater
investment dueto safetyrisks. In order to fund this investment, the low safety and
performance driving intervention of paintingwas identified for repurposing. This resulted
in £25 million of structural painting works to be removed fromthe renewals workbank to
be replaced with a total of £87 million more investment in safety criticalinterventions.
These include renewals/refurb of high-risk coastal flooding defences, culverts, retaining
walls, and over/under bridges. As aresult, the renewals workbank has increased by a net
£62 million. Intable 3.5, please note that transformational efficiencies will be allocated
tothis asset class at later stages.

Table 3.5: Structures — headline financial position, £ million

| Headline summary £ million
CP6 delivery plan 2019 (DP19) 420
CP6 exit forecast position 390
Initial submission 456
Interim Strategic BusinessPlan (pre-efficient) 374
StrategicBusiness Plan (pre-efficient) 435
Interim StrategicBusinessPlan 372
StrategicBusiness Plan 429

Asshownin figure 3.17, by using our market-led approach we’re distributingour
investment across the network, to manage asset specificrisks.

The spend profile is highest in the Glasgow Central High-Level routes, Ayrshire, and West
Coast Main Line (WCML) corridor. This is partly a function of thesize of this corridor,
which encompasses thewhole West Coast Main Line, witha large number of bridges and
culverts,due to theterrain,and the majority of the Glasgow south side suburban network
with a high density of lines and bridges in the Glasgowcity area at intersections withthe
road network. 36 % of our plannedoverbridge expenditure isin this corridor, dueto the
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known poor conditionof metallic overbridgeson the Glasgow electrified suburban
network.

The Far North, West Highlands, and Stranraer corridor also have significantly above
average planned expenditure. Again, this is due to the high number of bridge and culvert
assets due to the chdllenging topography and also the greater exposure to extreme
weather conditions. The generally poorer asset condition and higher safety consequences
from asset failure are also factors whichwill be mitigatedby the associated investment.

Figure 3.17: Structures - total spend by corridor, £ million (pre-efficient)
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There’s been an increasing trend of
retaining wall failures in recent years.
Examinationreports are primarily textual
narratives and less systematic than on
bridges and tunnels. Increased planned
expenditure in CP7 together with the
introduction of Retaining Wall Condition
Index (RWCI) and use of cloud burst
surveys willimprove the quality of exams
and prioritisation of remedial work.

Key risks and challenges
Figure 3.18: Structures - risk and mitigation

Asset Key Risk Risk Description and Mitigation

Wall failures

The CP6 average bridge condition
marking index (BCMI) score may not be
achieved due to the investment being
reprioritised in years 4 and 5. BCMI is
Poor condition likely to reduce slowly through CP7. We
of structures intend to mitigate via accurate cross-
asset prioritisation of investment in
future control periods, and increased
provision for additional examinations in
CP7.
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The condition of our metallicoverbridges
is poorer than the national average. The
planned CP7 workbank is likely toresult in
a decrease in average asset portfolio
condition. We intend to mitigate via
accurate cross-asset prioritisation of
investment in future control periods, and
increased provision for additional
examinations in CP7.

Poor condition
of structures

Overbridges

Collapse of a culvert on steep sidelong
ground can lead to embankment
Failure on steep washout and safety risks. This will be
sidelong ground mitigated by the West Highland Line
(WHL) culvert strategy and deployment
of the local workbank prioritisation tool.
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Historical performance

Figure 3.19: Structures - historical performance - wrong side failures (WSF)
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The Rail Safety and Standards Board precursor indicator model (PIM) dashboard, which
weights wrongside failures, shows an upwardtrend through CP5and CP6 because of an
increasing trend in the number of higher hazard scoring events. In CP7 we plan to address
this by having targetedworkstreamsfocusedon mitigatingand remediatingrisks with
significant incident histories, for example bridge scour and fallingmasonry.

Long term asset challenges

Based on planned expenditure, the average bridge deck Bridge Condition Marking Index
score is forecastedto reduce by approximately 2.2 % in CP7.

SCOTLAND'S RAILWAY
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Structureassets are expected to makea -0.7 % contribution towards our overall CSI in
CP7.

The rail network in Scotland contains a broad mix of lines including linear cross-border
intercity lines, the complex cross city high intensity suburban network in Glasgow with
significant sections in under street cutand cover tunnels, and rural single-track branches
where performance incidents have the potential to affect train performance as faraway
as London Eustondue to theroute covered by the Caledonian Sleeper.

Weather and terrainsignificantly influence our strategy. Our assets are often subjected to
greater extremes of weather thanother areas of the UnitedKingdom. Sections of the
West Highland Line experience the highest average annualrainfallin the United
Kingdom. Outside of the Scottish central belt,due to the mountainous terrain, railway
linestendto followthe coast or contour through upland passes. As aresult,we havea
higher-than-average proportionof assets, fromlarge viaducts to small culverts,over
watercourses, many of which are proneto flash flooding and subject to seasonal
snowmelt. This results in us having a higher-than-average exposure to bridge scour risk.

The percentage of our metallic bridges in poor conditionis an outlier, network-wide.
Historically, repainting has not been invested in, to the extent required to maintainasset
condition.

We’ll continue to collaborate with stakeholders to identify the appropriate long-term
investment optionsfor managing route availability, tobalance affordability with
supporting freight growth. We’ll continue to support the network in line with published
capability and that granted via RT3973 forms.
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Delivery
Our delivery model

We’ll deliver our Capex and Opexworkbank through three separate delivery models. The
majority of our renewals programme will be deliveredthrough framework contracts
managed by our Capital Delivery supply chain route. Our existing contracts extend until
the end of CP7 year 2, providing continuity throughthe control period change,and
enabling a staged contract transition with scheme development being deliveredby the
implementation contractors throughout. This will mitigate the risk of reducedvolume
delivery we’ve historically experienced at control period transition. Smaller and less
complexrenewadls will continue to be delivered by our internal Works Delivery as will our
Capexand Opex minor works. Greater use of Tier 2 contractors will be utilised in CP7.

Delivery risks

o Railwayaccess not available or alignedto efficiently deliver programme. The CP7
efficiency challenge takes cognisance of this risk, and the delivery and asset
teams will work together to mitigate this

e Third partyland access permissionsand costsincrease. The CP7 efficiency
challenge considers this risk,and the delivery and asset teams will work together
to mitigate this

e Reactive workbank disrupts the planned workbank. A proportion of the Capex
and Opex Minor Works budgets will be ringfenced for reactive works

e ForecastedCP7 delivery framework rates and delivery performance notbeing as
anticipated. To enable maximumoutput, teams are working handin hand across
all disciplines to identify efficiencies on every project and route corridor

e Timing of investment decisionsfor enhancements may impact renewals delivery
and potential synergies

o  Workbank stability is a key aspect of our efficiency programme. Changesin the
timings for enhancement schemes can impact this. Route corridor strategies will
mitigate this risk as well as supportingthe identification of synergies between
renewal and enhancement projects.

SCOTLAND'S RAILWAY

BETTER IN THE MAKING

Efficiencies

We have astrong trackrecord in achieving efficiencies and reducing our unit rates.In
developingour CP7 plan we’ve tested ourselves to extract additional efficiencies within
our renewals portfolio. In structures, to date, we 've identified efficiencies equating to £39
million. The key CP7 initiatives and themesinclude:

e  Progression of Digital Survey Techniques
e Dedicated frameworkto deliverspecialised metallicstructuresinterventions
e Use of internal delivery teams for non-complexminor works

e Taxrecovery; forexample energy efficientlighting and removal of lead paint.
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3.3.5 Buildings asset class strategy

This section addresses the following Scottish Ministers’ HLOS requirements:

HLOS references

Structural clearance, freight gauge 417 621
capability R

Our buildings are at the heart of therailway. They provide theinterface between
passenger and train,house the equipment that run therailway,and the staff to operate
it.

Ourstrategyfor CP7is to promote and embed a designand asset engineering approach
for our built environment thatimprovespassengersatisfaction, safety, stewardship,and
sustainability (4S’s). The 4S’s set key criteria that can be mapped to our objectives and

better take us towards realising our vision. Our policy promotes holistic consideration of
these factors.For CP7,the overall objectives remain:

e Improving safety: maintaining theintegrity of our platforms,footbridges,
canopies, and mechanical and electrical assets

e Asset performance: Maintaining our assets to maintainhigh performance.

Alignment to operations, enhancements, and maintenance

We’ll continue toissue a significant amount of work for internal delivery, enhancing our
capabilities, and building on successful delivery in CP6.

In our plan we’ve identifiedopportunities to undertake minor refurbishment and re -
modelling to some of our smallto medium maintenance delivery units,improving welfare
accommodation for our workforce.

In addition, we’vealigned our CP7 Plan with the requirements of other asset classes —
notably signalling and electrification and plant— by taking a prioritised approach to
signal box, signal centre,and electrical control room life extension and minor
refurbishment/re-modelling interventions.

SCOTLAND'S RAILWAY
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Innovation and technology enablers

As part of ourexaminationregime for high voltage lineside buildings, we’ll be utilising
insulated pole-mounted cameras, to enable roof areasto be inspectedwithout the need
fora disruptive isolation. This will also facilitate a move to dayshiftinspection,improving
inspection quality and workforce safety.

Introduction of the new asset management system, CITADEL, will supportusin
undertakingreal-time planned preventative maintenance, with the ability to update
records using tablet technology. CITADEL will also allow us to storeand explore 3D
drawings and imagery, and to upload dronesurveys.

We've successfully trialled a critical lineside building wrap system which allowsus to
encapsulate existing modular buildings to provide a wind and watertight building,
improving thermal performance.

Headline financials and outcome

Infacing trade-offs,due to financia challenges, we’'ve developedan affordability-driven
approach to renewals expenditure. We'll focusour activities on the highest safety and
asset reliability priorities, to reduce costs in the next five-year period. In line withour
policies, our plan will continue to implement, predominantly, refurbishmentinterventions
but we’ll become more targeted in our approach by focusingon the specific elementsof
scope that are the primary driver for renewal.

Due to the predicted reductionin overallcondition, were planning additional mitigations
to manage associated risk from potential asset failures, which can have significant
impact on train service delivery. These include targeted reactive maintenance works,
informed by our inspectionand monitoring regime.

Updates since interim Strategic Business Plan

The buildings renewadls plan has been validated as sufficiently addressingsafety and
performancerisk and hasn’t been revisedsince theinterim Strategic Business Plan. In
table 3.6, please notethat transformational efficiencies willbe allocated to thisasset
class at later stages.
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Table 3.6: Buildings — headline financial position, £ million

| Headline summary £ million
CP6 delivery plan 2019 (DP19) 117
CP6 exit forecast position 115
Initial submission 112
Interim Strategic BusinessPlan (pre-efficient) 104
StrategicBusiness Plan (pre-efficient) 104
Interim StrategicBusinessPlan 111
StrategicBusiness Plan 111

Asshown in figure 3.20, by using our market-led approach we’re distributingour
investment across the network, to manage asset specificrisks. A large proportion of our
works are centred aroundthe Glasgow High Level, Ayrshire, West Cost Main Line, and
North Electrics corridors, comprisinga combinationof platformrenewals and
refurbishments. Inthe Far North weve planned works focusingon signal box
refurbishment, lineside buildings, and radio electronic token block (RETB) equipment
buildings. Our minor works budget will focus on all parts of the estate over the eight
corridors.
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Figure 3.20: Buildings — total spend by corridor, £ million (pre-efficient)
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Key risks and challenges Figure 3.22: Buildings - historical performance- wrong side failure (WSF)
Figure 3.21: Buildings - risk and mitigation .
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mechanical and electrical installations which B Platforms m Canopies and Train sheds  ® Footbridges
Volume of impacted the minor works budget. CP7
includes funding for such issues and we're Buildings m Lighting Column Lifts and Escalators

YRS currently working with the train operating

companies to move beyond minimum testing
and adopt a 100 % testing target. Long term asset challenges

" Periods 1-11 only

faults

Mechanical and
electrical
installations

Building assets are expected to make a-0.2 % contributiontowards our overall CSTin
CP7.

Historical performance
P There are anumber of areas that presentlong-term asset challenges. These are:

Our historic wrong side failures have remained, broadly, static across the last two control _ ) ) o

periods. The improvement in years 1 and 2 of CP6 can be attributed to COVID-19 and the *  Electrical and mechanical (E and M) - we've taken the positionto testand
reduced numbers of travelling publicand the way that faults were reported. E.g. more inspect 100 % of electricadl installations, over and above the standardrequired, as
issues were raised as requiring maintenance attendance, rather than impacting the rail itis deemed a critical asset toperformance and safety. Electrical inspectionand

network, throughour examination regime. Liftingof the COVID-19 restrictions has seen testingis currently aresponsibility of the train operator and it’s our
arising faults return. understanding that they continue to undertake the minimum required amount
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of testing. We'retherefore working collaboratively to adopt the approach of
100 % testing

e Fire—Ournew fault management system, IRIS, will aid in managing and tracking
defects, identifying,and closing out, high-riskfire relateddefects discovered as
part of surveys and risk assessments during CP7, moving to mediumrisk areas in
CP8 and beyond

o Asset knowledge— ascertaining the condition of assets is critical, as wellas being
able to predict asset deterioration rates and remaininglife. The introduction of
our new asset management system will support prioritisation and planning of
works, with the ability to update and utilise records in real-time, presenting an
opportunity to improve efficiencies

e Platforms—We’ll continueto target problematic forms of construction which
lead to both safety and performance issues. We'll prioritise the highest-risk assets
forrenewal and undertake targetedrepairs to those which do not meetthe
requirementforrenewal

e Footbridges— We’ll continue to undertake refurbishment and repair works,
similar to previous control periods.

Delivery
Our delivery model

The plan will be delivered by various delivery teams. We’ll utilise a mixture of frameworks,
such as the building framework currently witha Tier 1 contractor, mini-competition
framework, and the use of ourinternalteams where this is deemed most efficient.

Both Glasgow Centraland Edinburgh Waverley are grade ‘A’ listed stations.In CP7, the
focus will be on maintaining the external fabricof these properties.

The strategy aroundplatformrenewals at managedstations will comprise a ‘top third re-
build’ as part of capex business plan projects. As part of the renewals workbank, there will
also be afocuson platformswith adverse cross-fall (slope towards the track), and those
platforms which are of a problematicconstruction.

Delivery risks

SCOTLAND'S RAILWAY
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e Existing asset condition — astable and smooth workbankwill enable a strong
start to CP7, and inspections will be used to monitor the ongoing condition of
assets. We’llcollaborate with delivery teams to facilitate a smooth and stable
delivery plan, and where possible utilisingopportunities to reduce peaks and
troughs

e  Workload constraints ledby fluctuationsin the wider constructionindustry —
going to the marketas early as possible with planned advanced designs will
improve availability. As part of early planning, remits for most complex works will
be agreed between internal teams prior to the commencement of CP7

e Material supplyissues due to global instability — supply chain will be engaged
earlyin the project life cycle to support workbankstability.

Efficiencies

We have astrong trackrecord of achievingefficiencies and reducingour unit rates. In
developingour CP7 plan we’vetested ourselves to extract additional efficiencies within
our renewals portfolio. In buildings, to date, we’ve identified efficiencies equating to £3
million. The key CP7 initiatives and themesinclude:

e Closerintegration of property functions including ScotRail Trains
e Taxrecovery, forexample energy efficient lighting and removal of lead paint

e Use of internal delivery teams for non-complexminor works.
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3.3.6 Signalling and level crossings asset class strategy

This section addresses the following Scottish Ministers’ HLOS requirements:

HLOS references

Signalling strategy

411,412,413

Ourstrategy is aligned withthe following principles and is a key enablerto the ‘Signalling
Scotland’s Future’ approach:

o Aligning the workbank withenhancement schemes (where possible), and the
rolling programme of decarbonisation, to optimise the output intoline of route
strategies in accordance withthe framework set out in ‘Signalling Scotland’s
Future’

e Basing renewal decisions on asset condition and obsolescence, enabling a ‘right
time’ approach to interventions, prioritising safety and performance outcomes

e Reusingsustainable equipment and delivering resilience to extreme weather and
the changing climate

e Redlisinglevelcrossing closure opportunities and taking a pragmaticand cost-
effective approachto level crossing renewals, prioritisingsafety risks

e Challengingstandards, benchmark rates and adopting Project SPEED principles
todrive further efficiencies

o Net cost — assessing asset interventions against the net cost for each line of
route

SCOTLAND'S RAILWAY
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e Modernisation of equipment: opportunitiesto modernise equipment enable
lowering operational expenditure and,in turn, the net cost to Scotland’s Railway;
within the framework of ‘SignallingScotland’s Future’.

Signalling Scotland’s Future

Scotland’s Rail Industry is working together to develop our SignallingScotland’s Future
strategy, to setout our approachto signallingrenewals in Scotland throughCP7 and
beyond. The strategy is to be drivenby sustainability,economic value and affordability,
reduced obsolescence,and delivering customerimprovements.

The strategy is being developed on aline of route basis to assess,and select, the most
appropriate traincontrol options (and implementation timelines). The line of route
assessments will take the form of bespoke business cases with each being assessedon
elements suchas: strategic plans and forecasted growth, operating costs and revenue, our
decarbonisation programme (and other planned enhancements), rolling stock changes,
and other train operator plans intervention will align withan, holistic,end goal state
which will be definedin our Concept of Operations (CONOPS). The scope of CONOPS is to
provide a clear strategicnarrative of the end state of operations for Scotland’s Railway,
covering both signalling and electrical control operations. It will consider how we further
integrate with train operating companies to achieve more effective track and train
integration. The CONOPS vision is to ‘deliver the best operational outcome, for the lowest
net cost’.

InFebruary 2023, Signalling Scotland’s Future was recognised in Transport Scotland’s
CP7 HLOS as a key requirement which will shape the Signalling Strategy for Scotland; to
be completedby 31 March 2024.

Anindustry steering group comprisingof representativesspanning the Scottish rail
industryis fully established to lead the industry through the agreed framework, managing
activities within this, to maintain the overall visionand deliver the strategy.

Alignment to operations, maintenance, and enhancements

Our approach to drive maintenance benefits is through standardising signalling
equipmentwhichwill simplify maintenance activities. There will be trainingrequirements
forthe delivery units, to be programmed in a timely manner, to secure appropriate
competencies. Continuing the conversion towards a digital platform removes risk from
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legacy mechanical and electromechanical skills fade and can encourage diversity

in workplace (attracting applications from other digitalindustries). Conversion to digital
also facilitates increased remote monitoring opportunities, minimises lineside accessin
fault finding and potential maintenance operational savings. Providing that alignment
with enhancements is achieved, as set out above, there will be significant Opex savings.

In orderto enable planning under the Signalling Scotland’s Future framework, the
synergy between thesignalling renewals workbank and the following proposed
enhancementsis an opportunity to deliver a greater system upgrade: Aberdeen to Central
Belt Journey Time Improvements; Aberdeen to Central Belt Decarbonisation; and Fife
Phase 1 Decarbonisation. This is of fering a once-in-a-life cycle opportunity to modernise
the signalling infrastructure and deliver significant Opex benefits.

We’re developing proposals for remodelling Perthso that it’s fit for the futureand
reduces wholeindustry cost, linkingrenewalfunding with the proposed decarbonisation
programme.It’s important to note that Perthre-signalling development will continue for
the remainder of CP6 and shallbe concluded in the context of the other line of route
signalling development on Aberdeento Central Belt (A2CB). This will furthervalidate the
Perth anticipated final cost.

Innovation and technology enablers

Examples of technologies that are beingincorporatedin our CP7 plan are outlinedbelow:

e Innovative use of Frauscher axle counter technology is facilitating the reduction
in traditional lineside cable infrastructure

e Levelcrossing products are innovating through the use of programmable logic
controller (PLC),as opposed toa relay-basedtechnology

e Harnessing the benefits established in CP6 with the newlower-cost digital
signalling infrastructure installed at Inverness Airport.
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Headline financials and outcome

Infacing trade-offs,due to financia challenges, we've developedan affordability-driven
approach to renewals expenditure which will transition our workbank mix from more full
renewals to a blend of renewals and life extending interventions. We’llfocus our activities
on the highest safety and performance priorities, to reduce costs in the next five-year
period.

Updates since interim Strategic Business Plan

The cross-asset prioritisation identified £15 million of low safety and performance
investment tobe repurposed, enabling additionalinvestments in environmental
resilience, structures and electrification and plant asset classes. The renewalsplan has
been, therefore, reducedby £15 million to deliver similar volumes across level crossings
more efficiently and minor signalling descoping to be managed by targeting the specific
elements of scope that arethe primary driver for renewals. In table 3.7, please note that
transformational efficiencies will be allocated to this asset class at later stages.

Table 3.7: Signalling and level crossings — headline financial position, £ million

| Headline summary | £ million
CP6 delivery plan 2019 (DP19) 460
CP6 exit forecast position 396
Initial submission 398
Interim Strategic BusinessPlan (pre-efficient) 348
StrategicBusiness Plan (pre-efficient) 334
Interim StrategicBusinessPlan 358
StrategicBusiness Plan 345

Asshownin figure 3.23, by using our market-led approach we’re distributingour
investment across the network, to manage asset specificrisks. By transitioningfrom afull
renewals focused plan towards more life extension activities, we’ll prioritise maintaining
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safety and asset performance of theline whilereducingthe cost of our renewals plan.
There are significant asset renewals at Dundee, Aberdeen, Arbroath, and Inverkeilor. In
addition, there are works requiredat Fifeto address obsolete train detection. The reactive
workbank represents emergingsafety risks and maintenance delivered workbanks.

Figure 3.23: Signalling - total spend by corridor, £ million (pre-efficient)
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Figure 3.24: Signalling - risk and mitigation
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Risk Description and Mitigation

The condition of multicore cables is aging and is a
regular and disruptive failure point. Significant
renewal plans are in placefor this asset typein CP7.

There’s asignificant population of asset components
that need replacement due to obsolescence. The
volume of components is such that works will span
several control periods. This results in residual risk for
the remaining population. We’re prioritising our
renewals programme based on a risk-based approach.

Where equipment changes are proposed but do not
include whole system modernisation, this generates
challenges due to retention of legacy procedures and
standards. This will be mitigated by avoiding
modification where possible, challenging legacy
standards and maintaining workforce competence.

It’s expensive to modify signalling equipment, and
resources to undertake this work are scarce. Minor
modifications might not be financially viable.
Proactive engagement with original equipment
manufacturers will be undertaken alongside
utilisation of support contracts.

Due to aging of assets, the structuradl integrity of
signal posts has deteriorated and poor condition has
become moreprevalent overtime. Targeted renewals
will be implemented during CP7.
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Historical performance

The figure 3.25 shows animproving trendin our number of service affecting failures over
the past control periods. This is due to investment, particularly in cables,and increasein
remote condition monitoring (RCM) ‘predict and prevent’ activities rather than being
reactive tofailures.

Figure 3.25: Signalling - historical performance - service affecting failures (SAF)
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Long term asset challenges

Signalling assets are expected to makea -0.8 % contributiontowards our overall CSIin
CP7.Thisforecast reflects the application of more targeted refurbishment works rather
than full renewal works in the next five-year period.

There are anumber of areas that present long-term asset challenges:
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The ability to maintain and modify legacy signalling infrastructure is becoming
increasingly limited and disproportionately expensive. We’llminimise the
modification of legacy infrastructure dueto limited supply chain capability.
Legacy infrastructure can be maintained safely with the existingmaintenance
capability

Obsolescence remains as arisk for signallingand modemisationdrives the
requirement to adopt modern signalling principles. We'll take a risk-based
approach in managing compliance, which will consider, wherefeasible, to
challengethe existing standards. We’ll continue to proactively monitor
obsolescence and work with the supply chain to mitigate skills fade

The reliance on originalequipment manufacturer (OEM) support contracts
perpetuates reliance on one supplier and does not drive competition. We're
aiming to move towardcommercial of f the shelf technology to diversify the
market

A pathway towards an eventual digital platformis preferred, as the ease of
modification makes infrastructure more adaptable

Due to aging of assets, the structural integrity of signal postshas deteriorated,
and poor condition has become more prevalent over time. Mitigation will be
provided throughtargeted renewals over CP7 which will be managed in
conjunction with structures

Due to aging of assets, poor conditionof signalling multicore cables is causing a
risk of failure. Recent testinghas underlined this risk which will be remediated
with arolling programme of renewal commencing in CP7.

Delivery

Our delivery model

Signalling has four main contracting arrangementsfor project delivery.

Signalling collaborative partnership:deliveringthe majorsignalling
enhancementswith modern technology
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Signalling power and communications framework: delivering ‘medium’ scale
signalling renewal projects, providing generalmodernisationand/or
refurbishment. Also delivers levelcrossingrenewalsand refurbishments

Rail Systems Alliance Scotland: a multi-disciplinary alliance whichis engaged to
provide sponsorship for multi-discipline renewals

Works Delivery: internal Scotland’s Railway resource capability, delivering lower
complexity life extensions or level crossing renewals.

Delivery risks

Alignment opportunities with potentialenhancement schemesrely upon
commitment of investment. We’'ll continue to collaborate across Scotland’s
Railway to pursue the best overall solutions for passenger and freight users

Retentionof sufficientlevelsof resource: mitigation will be provided by
establishing and maintaining a stable workbankfor CP7 as well as continuing to
develop longer term proposals through ‘Signalling Scotland’s Future’

The global supply chain for critical materials continues to present arisk to
projects. Early supply chain engagement and consideration of earlier purchase

agreementswill be prioritised to mitigate delivery risk and cost increases.

Efficiencies

We have a strong trackrecord in achieving efficiencies and reducing our unit rates.In
developingour CP7 plan we’vetested ourselves to extract additional efficiencies within
our renewals portfolio. In signalling, todate, we've identified efficiencies equating to £22
million. The key CP7 initiatives and themesinclude:

Development of signalling strategy to integrate supply chain technical expertise
toworkina collaborative delivery model with Scotland’s Railway

Continuedfocus on access decision making to drive costs down

Early purchase of materials to seek improved buying opportunities, reduce
inflation impact and enable on-time materials delivery, avoiding project delay

SCOTLAND'S RAILWAY
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Possession cost reduction by focusing on packaging and sharingworksitesand
synergy between renewals and larger scale enhancements, using a corridor
approach.
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3.3.7 Electrification and plant asset class strategy

Ourstrategy prioritises safety, performance and obsolescencerisks across the asset class.
Interventions are prioritised in line of route criticality, with the mix of targeted and full
renewals beingbalancedto maintain outputs. We'llachieve this by doing the following:

e Commencementof mark 1 overhead line equipment refurbishment programme
on North Electrics to mitigate known condition issues, obsolescence,and to
improve hot weatherresilience

e Targetedresilienceinterventionsacross non-mainline legacy signalling power
supplies to improve asset conditionand performance

o Completion of strategicsignalling power supply renewals programme, running
since CP4, on primary routes (West Coast Main Line and North Electrics),
improving safety for our workforce and drivingimproved asset reliability

o Deliveryof Scotland-wide overhead line equipment (OLE), bridge, tunneland
campaign changes and minorrenewal interventions to maintainsafety and
performance of the overhead contact system

e Assurance of and support to therolling programme of decarbonisation toenable
the delivery of strategicpriorities,including integrationwith the legacy power
systems network

e Targeted,condition-basedinterventions across fixed plant and legacy metal-clad
25kV distribution assets to maintain safety and reliability.

Our electrification and plant CP7 strategy aligns withthe future electrification
programme, recognising the benefits to lower net cost when planning renewals to be
electrification ready. This will minimise disruption to passengerand freight customers and
avoids abortive rework. We’re a key stakeholder for the Rolling Programme of
Decarbonisation and will work withthe programme to explore opportunities to
implement efficient electrificationtechnologies, prioritising wholelife cost efficiencies
and sustainability.
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Alignment to operations, maintenance, and enhancements

Ourstrategy recognises the condition of the assets, in particular overheadline equipment
and 650V signalling feeder power supplies, presents significant maintenance challenges.
To minimise impact, our Capex activities will be prioritisedaccordingly. In addition, the
fitting of remote conditionmonitoringwill reduce Opex costs throughthe ability for
assets to be monitoredremotely and proactive interventions initiated prior to failure.

The electrification and plant team will continue to work closely withthe rolling
programme of decarbonisation to quantify the additional maintenance requirements
associated with introducing new electrification.

Innovation and technology enablers

We’re implementing a ‘predict and prevent’ strategy. The availability of remote condition
monitoring is asignificant benefit to Scotland’s Railway and we’ve championed
innovation in this area throughout CP6, enablingus to make informeddecisions on the
selectionand prioritisation of assetinterventions. Remote management of infrastructure
alarms supports reduced maintenance costs, improved asset performance, and workforce
safety. The rollout of remote conditioning monitoring to key electrification and plant
assets will continue in CP7.

Headline financials and outcomes

Infacing trade-offs,due to financia challenges, we’ve developedan affordability-driven
approach to renewals expenditure which will transition our workbank mix from more full
renewals to a blend of renewals and life extending interventions. We’llfocus our activities
onthe highest safety and performance priorities, to reduce costs in the next five-year
period, resulting in animpact on overallasset condition.

We’re planning additional mitigations to manage associatedrisk from potential asset
failures, whichcan havessignificantimpact on train service delivery. Theseinclude risk-
based maintenance and inspection, remote condition monitoring,and workbank
prioritisation.
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Updates since interim Strategic Business Plan

The electrification and plant asset class was identified to have a significant impact on
PPM and arisk of reduced CRAM performance score in CP7.As aresult of the cross-asset
prioritisation, it was identified an additional £9 million of targeted investmentin
signalling power supplies and overhead line equipment resilience could maintain the
CRAM performance score at CP6 level and help improve perfomance across critical
routes. Intable 3.8, please note that transformational efficiencies will be allocated to this
asset class at later stages.

Table 3.8: Electrification and plant — headline financial position, £ million

| Headline summary £ million

CP6 delivery plan 2019 (DP19) 73

CP6 exit forecast position 105
Initial submission 88
Interim Strategic BusinessPlan (pre-efficient) 81

StrategicBusiness Plan (pre-efficient) 90
Interim StrategicBusinessPlan 77
StrategicBusiness Plan 86

Asshownin figure 3.26, by using our market-led approach we’re distributingour
investment across the network, to manage asset specificrisks. Thesignificant spendin
the Glasgow North Electricscorridor is driven by signalling power feeder renewals and
Mark 1 overhead line equipment renewals on the North Electrics line. The overhead line
equipmentrenewdls have been prioritiseddue to the age, risk of obsolescence, and
condition of equipment. The signallingpowerassets are knownto suffer from condition
issues and have been prioritised due tothe criticality of the North Electrics route. The
reactive and minor renewals workbank is a significant spend becauseit involvesalarge
volume of work,spanning across Scotland, which applies tomultiple routes and therefore
cannot accurately be disaggregated.
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Figure 3.26: Electrification and plant — total spend by corridor, £ million (pre-efficient)
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Key risks and challenges

Figure 3.27: Electrification and plant - risk and mitigation
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This variant of overhead line equipment is around 60
years old and at the point of its operational technical
life. The equipment has known obsolescence, condition,
and performance risks. We’ve adopted a risk-based
maintenance approach, coupled with targeted minor
renewals, to manage the assets. We'll also commence
a programme of Mark 1 overhead line equipment full
renewalsin CP7.

Legacy metal-clad style  25kV  distribution
infrastructure is 40-50 years old. In CP6, asset
performance has been impacted by deteriorating
environmental conditions and limited availability of
spares. In CP7, we propose to carry out targeted
improvement works to sustain the condition of metal-
clad building fabrics and surrounding compounds. The
works will also include electrical re-wiring, fitment of
permanent dehumidifiers and improvements to
supervisory control and data acquisition (SCADA)
systems.

It’srecognisedthere are capacity concerns on boththe
West Coast Main Line and East Coast Main Line.
There’s currently a combination of fleet restrictions and
operational controls implemented and we’ll continue to
collaborate with stakeholders to identify the
appropriate long-term investment options to sustaina
resilient power supply to these critical cross-border
routes.
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Around 50 % of the asset baseis over 40 years old and
suffering from dedining condition. All signalling power
feeders are monitored using remote condition
monitoring and this allows us to utilise a proactive
approach to maintenance and targeted minor
renewals.

Figure 3.28: Electrification and plant - historical performance- service affecting
failures
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Our application of risk-based maintenance, alongside investmentin overhead line
equipmentrenewadls, has supported the positive trend in performance. To enablethis to
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continue,the CP7 plan willinvest in a combination of Capex interventions across the
overhead line equipment assetbase.

Traction power distribution

The AC traction power failures data contains both overheadline equipment and
distribution faults. The distribution assets have continuedto performat a high levelin
CP6. The primary risk to performanceis overload trips causedby excessive electrictrains
in asingle feedingarea.

Signalling power supplies

We’ve implemented an improvement planfor signalling power supplies since CP4,
undertakinga combination of complete feederrenewals and targeted cable renewals.
This has assisted the positive trend shownresulting in significantly improved performance
and reduction in service affectingfailures.

Fixed plant

The fixed plant assets have continued to perform at a high level through CP6. Low failure
numbers have been assisted significantly by the implementation of remote condition
monitoring, enabling proactive maintenance responses prior to the occurrence of
equipmentfailures.

Long term asset challenges

Electrification and plant assetsare expected to make a -0.6 % contributiontowards our
overall CSIin CP7. This forecast takes cognisance of the following long-term challenges
affecting electrification and plant assets:

e  Obsolescence presents an ongoing long-term challenge for our electrificationand
plant assets. We continue to manage obsolescence through the delivery of asset-
specific renewal regimes, liaisonwith original equipment manufacturers and
management of sparesholdings. This approach is designed to reduce failure
rates and enable timely renewals interventions that extend asset life

¢ Asignificant portionof electrificationand plant equipment is approximately 40
to 60 yearsold. These assets are well known to suffer from degrading conditions
due to age and being towardsthe endpoint of their operationdl life. The
effectivemanagement of these assets is a key priority for mitigating risks
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e Overtime, thelevelof train service growth has impacted the remainingcapacity
and levels of resilience available on key routes, notably West Coast MainLine
and East Coast Main Line.We’ll continue to collaborate with stakeholders to
identify the appropriate long-terminvestment options to sustain aresilient
power supply to thesecritical cross-border routes.

Delivery
Our delivery model

Development of our delivery frameworkfor CP7 will commence with the asset
managementteam bought intothe strategy at each stage and embedding thekey
criteria of a collaborative approach to partnership with the supply chain. Anew
overarchingsignalling, power, and communications framework is being put in place prior
tothe start of CP7, which will include electrificationand plant,and will look to engage a
key delivery supply chainpartner and collaboratively support the electrification and plant
CP7 business plan. This partner will be heavily involved in helping furt her develop scope
and remits, with early contractor involvement, to enable delivery alignment across
applicable projects.

We’ll align with signallingand telecoms asset plans, in particular, to seekany packaging
opportunities, utilisingthe proposed new multi-disciplinary framework. We’'ll work
alongside the IntegratedPlanning Office to strategically integrate work and shape
optimised disruptive access, considering netindustry impact and cost.

Delivery risks

e Continuedloss or change of resources (internal,external, and critical) resulting in
a lack of continuity and disruptionto delivery programme

e Ongoingglobal supply chainissues increasing risk to the delivery of material in
line with programme requirements. We’llmitigate this where possible by buying
in bulk and promotingearly contractor involvement to define requirements.
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Efficiencies

We have astrong trackrecord in achieving efficiencies and reducing our unit rates.In
developingour CP7 plan we’ve challenged ourselves to extract additional efficiencies
within our renewals portfolio.In electrificationand plant, to date, we've identified
efficiencies equating to £7 million. The key CP7 initiatives and themes include:

e Creating anew collaborative signalling, power, and communication framework to
support alignment across assets and streamline touch points with the supply
chain

e Deliveringastable,consistently phased, workbank which takes opportunities to
bundle works by ‘type’ or geographically, alignedto line of route approach

o Material efficiencies related to eary purchase, limiting inflation impacts

e  Earlypurchase of materials to seek improved buying opportunities, reducing
inflation impact and enablingon-time delivery of materials, avoiding project

delays

e Enhancinginternal delivery capability.
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3.3.8 Telecoms asset class strategy

This section addresses the following Scottish Ministers’ HLOS requirements:

HLOS references

Customgr.experience, Pzl 3.19 (Customer Information Systems)

connectivity agenda

Telecomsprovides the link betweenmany of our critical assets, such as signalling systems,
and electrification control systems, as wellas providing bothdriver and lineside
communications. The currenttrendfor most technology is towards a networked state,
with centralised control. Scotland’s Railway has been at the forefront of this change
during CP6, reducing therisk from poor condition copper-based communication assets in
favour of fibre based, supporting the move towards electrification, as wellas centralising
systems such as our concentrator and voice recorders. Our strategy for telecomsin CP7
follows a similar pattern; further delivery of our voice strategy; reducing the cost of
renewals, while delivering improved connectivity to signal boxes; and helping to simplify
and reduce coststo futuresignallingschemes.

Otherrenewals,such as Long Line Public Address (LLPA) systems, also bring benefits
where assets canbe used to support station services, working withScotRail Trains to bring
track and train closertogether and providing the opportunity to reduce the net cost of
our railway to the taxpayer.

Our telecoms teamare workingclosely with colleagues in our information technology and
telecomsservices (IT and TS — formerly Network Rail Telecoms, NRT) to direct, support,
and guide the deployment of network elements they’re renewing, aligning themwhere
possible to our strategiccorridorsto reduce the overallcost of delivery.

Alignment to operations, maintenance, and enhancements

Ourtelecoms assets areloggedinto our telecoms Decision Support Tool (DST) and asset
inventory database. Thesetools allow telecoms asset management to monitor, manage,
and plan for maintenance and renewal of the entire asset portfolio. This helps highlight
specificissuesor trends that may arise through an asset’s expected life cycleand
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prioritise necessary interventions. This enables us to maximise our assetlife, and target
maintenance on specificassets as required. Network monitored devices, suchas routers
and switches with no, or limited, changeable partshave had maintenance streamlined to
a visual check, relyinginstead on the remote monitoring and alarm systems to identify
issues.

CP7 planning has helpeddrive collaboration and opportunity across renewals. For
telecoms, this particularly supports alignment with the signalling, power,and
communications (SPC) workbanks.

Innovation and technology enablers

The ScotlandVoice Strategy was introduced during CP5 and will concdude during CP7.
This has proven to be alow cost means of modernising operational concentrator
equipment, providing a shorter route to success on recontrols intothe West of Scotland
Signalling Centre and Edinburgh Signalling Centre. Working with information technology
and telecoms services, we've developeda standardised ‘Signal Box in a Box’ solution,
which should simplify design and reduce cost and time to design and deliver. The
telecoms asset management team are investigatingthe use of battery monitoring
equipment, which will provide improved monitoring of these assets and allow for
improved renewal planning, reducingsite visits and wholelife costs.

Headline financials and outcome

In facing trade-offs, due to financial challenges, we’ve developed an affordability-driven
approach to renewals expenditure, which will transition our workbank mix from more full
renewals to ablend of renewals and life extendinginterventions. We’ll focus our activities
on the highest safety and performance priorities, to reduce costs in the next five-year
period.

Telecomsis forecasting a marginal reduction in overallcondition.In mitigation, we're
planning to manage associated risk from potential asset failures, which can have
significant impact on train service delivery. These include inspections and monitoring, and
workbank prioritisation.
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Updatessince interim Strategic Business Plan Figure 3.29: Telecoms - total spend by corridor, £ million (pre-efficient)
The telecoms renewals plan has been validated as sufficiently addressing safety and -
performancerisks and has not beenrevised since the interim Strategic Business Plan. 22.4
Please notethatthere is no CP6 delivery plan figure for telecoms because this was not
developed to Scotland’s Railway at DP19, and that transformational efficiencies will be 20
allocatedto this asset class at later stages.
Table 3.9: Telecoms - headline financial position, £ million c 15
| Headline summary £ million €
10 8.6

CP6 delivery plan 2019 (DP19) (in cash prices) N/A 6.9

CP6 exit forecast position 39 5 18

Initial submission 41 0.0 | 0.0 0.0 0.0 0.0

0
Interim StrategicBusinessPlan (pre-efﬁcient) 40 A2CB - Fife- Edinburgh, Glasgow Glasgow  South  Highland Far North Reactive &
Aberdeen Dalmeny E&G,ECML  North  CentralHL  West-  Mainline and West Route-wide
. . _affini to Dundee, to Dundee, and Electricsto  routes, GASW, S, and Highlands
Strateglc Business Plan (pre efﬁCIent) 40 Perth and  Perth, Borders Airdie,  Ayrshire, Ayrshire, Aberdeen and
. . R Greenhill Leven and Rutherglen  WCML East to Stranraer
Interim StrategicBusinessPlan 36 Alloa and Area Kilbride Inverness
- - Cowlairs and
StrategicBusiness Plan 36 West Barrhead

As shownin Figure 3.29, by using our market-led approachwe’re distributingour
investment across the network, to manage asset specificrisks. Although a high
percentage of telecoms renewals are discrete, there are some areas where alignment of
programmes and spend bring benefits.

Figure 3.29 reflects asignificant level of spend in reactive and route-wide, rather than
spread across the corridors, as it cannot be disaggregated accurately. Fromthe £22
million allocatedto reactive and route wide, circa £11 million relates to works that are
spread across multiple corridors — such as our Voice Strategy work and the Dunfemmline
Long Line Public Address (LLPA) — and the remaining £11 million comprises largely of
planned minor works which includestargeted component renewals such as battery
replacements.
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Key risks and challenges
Figure 3.30: telecoms - risk and mitigation

Asset Key Risk Risk Description and Mitigation

Currently there’s a performancerisk due to unprotected
end of line connections. Although a centrally owned
Failure of asset, the delay and impact reside with Scotland’s
asset Railway. We’re working with information technology
and telecoms services to install ‘ring closures’ that will
protect the network and services on theselinks.

The global supply chain for chips is impacting our
network and assets due to a lead time of approximately
nine months. By working with information technology
and telecoms services teamwe’re managing this delay
through early forecasting and ordering of equipment
where possible.
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Due to the planned ‘sunset’ of the BT Public Sector
Telephone Network and analogue service estate in
Planto 2024 and 2025 we need to remove our reliance on
Review these services resultingin a potential bowwave of work.
We’re focusing on mitigating any arising risks to the
programme to maintain thecritical schedule.

We’ll continue to co-operatein providing opportunities forimproved connectivity using
ourrailway estate. Working collaboratively across Scotland’s Railway, we’ll be exploring
opportunities to consolidate our telecoms systemsand improve Wi-Fi bandwidth and
station security services. We're currently trialling station service connectivity at Anderston
station. We’realso trialling, for wider delivery in CP7, working as a co-operative with
lineside neighbours and local authorities to create an ‘internet of things’ data sandpit to
inform our operations — and improve local decisionmaking. This systemuses our telecoms
mast infrastructure to support localdata networks to gather information from our
neighbour’s estates, sharing data such as localised weatherinformation to better inform
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all co-operative partners.Datasecurity and cyber responsibilities will remain a critical
consideration in any innovations thatinvolve datasharing.

Under Signalling Scotland’s Future, ‘Connecting Scotland' is a key pillar to the line of
route analysis. Further innovations and opportunities will be a key factor in determining
how we create an environment formodal shift and provide improved facilities in line with
otherinvestments.

We’ll employ reasonable endeavours to continue to work with ScotRail Trains and other
operators to improve our Customer Information Systems (CIS). Utilising the “passenger
information atrailway stations study”,commissioned by Transport Focus, an exercise was
undertaken to support the establishment of the preferredScotland’s Railway Customer
Information Systems (CIS) offering. With a target completion date of 2025, the
programme of workformspart of our ongoingtelecoms renewals.

Historical performance

Following the upgrade of the Global Systemfor Mobile Communications-Railway (GSM-R)
cab software in year 1 of CP6, service affecting failureshave reduced and remainedat a
consistentlevel in the proceeding years. This reverses therising trend experienced
associated with GSM-R systemfailuresin years 4 and 5 of CP5 and year 1 of CP6.
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Figure 3.31: Telecoms - historical performance - service affecting failures (SAF)
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Long term asset challenges

Telecomsassets are expected to makea 0.0 % contribution towards our overallCSIin
CP7.This forecast takes account of the following long-termchallenges affecting
telecommunicationsassets:

The reliance on informationtechnology and telecom services to undertake
network designon Scotland’s Railway projects is an ongoing challenge

Sub-surface station equipment — there’s a challenge that equipment installed in
this environment does not tend to meet the designed asset life, dueto the
environmental conditions. Prioritisation of condition-based renewals will be
informed by maintenance checks
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Obsolescence - the fast-moving telecommunications market means there are
continual obsolescence risks associatedwith telecommunications network
equipment. We'llcontinue to collaborate withtelecoms servicesto identify and
mitigate emerging risks

Security — as we move towards a more networked asset base, the cyber and
physical security risk increases. We’ll continue to collaborate with telecoms
services and evolve our security assurance. Cyber security monitoring will
continue to be provided through the network by telecoms services

Trough Route — Targeted trough route fundingallows only for high priority
localised repairsin CP7. Condition of troughing around Scotland’s railway varies
from excellent to poor. Our workbankwill be prioritised on asset condition and
lineside renewals projects will deliver troughrenewals as required. These will be
funded by the host projects.

Delivery

Our delivery model

We'll partnerwith the supply chain framework contractors and establish a rolling
programme of workto provide a consistent level of delivery providing stability,and
predictabledelivery to Scotland’s Railway. We'll seek the best way to deliver services that
are depended on by several projects,so that projectsare not negatively impacted by the
reliance on others maintaining programme.

Delivery risks

Reliance on information technology and telecoms services for design and
delivery will require a detailed capability and capacity assessment prior to
internal awards. Early engagement of information technology and telecoms
services, withearly provision of prerequisite information, will assist resource

allocation

Loss of specialist resources (internal, external, and critical) leading to
discontinuity and disruption to projects. Strategic partnerships withthe supply
chain are planned to allowsuppliers to draw on a larger pool of resources. Having
a spread of capabilities across the signalling, power, and communications
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portfolio will helpbuild systemknowledge acrossthe supply chain,leading to
improved delivery

e Ongoingglobal supply chainissuesincrease risk to delivery of equipment, such as
routers, in-line with programme requirements. In mitigation, we plan to work
with information technology and telecoms services, leveraging opportunitiesto
reduce thedelay in orderingequipment, as wellas releasing funds earlierin the
project life cycle to purchase equipment

e Changesin projects, scope,and fundingleadsto delivery uncertainty and
inefficiency. A stable workbank,and delivery plan, aligned withthe contracting
strategy of strategic partnering, will enable continuity of delivery across the
control period.

Efficiencies

We have astrong trackrecord in achieving efficiencies and reducing our unit rates.In
developingour CP7 plan we’vetested ourselves to extract additional efficiencies within
our renewals portfolio. In telecoms, to date, we’ve identified efficiencies equatingto £4
million. The key CP7 initiatives and themesinclude:

e Creatinganew collaborative signalling, power, and communications framework
to support alignment across assets and reduce touch points with supply chain

e Stable workbanksare consistently phased, withcoherent geographicand work
type bundling (aligned to line of route approach)

e Material efficiencies related to eary purchase, to avoid future inflation impacts

e Early purchase of materials to deliverimproved buying opportunities, reduce
inflation impacts,and allow materialsto arrive when they’re needed - avoiding
project delay

e Increasedinternal delivery capability.
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3.4 Climate Ready Plan for Scotland’s Railway

This section addresses the following Scottish Ministers’ HLOS requirements:

HLOS references

Weather Resilience and Climate Change | 3.37 (weather resilience), 3.41 (provision

Adaptation (WRCCA) strategy

forweatherresilience)

Scotland’s climateis changing.It’s warmer thanit once was, rainfall patterns are more
unpredictable and certain weather extremes are becoming more severe and occurring
more frequently. This introduces climate-related impacts on our railway that need action
to provide asafe and reliable service for our passengers and freight customers.

A Climate Ready Plan for Scotland’s Railway (2024-2029), that brings together our
Weather Resilience and Climate Change AdaptationPlan with ScotRail Trains Climate
Change Adaptation Plan, has beendeveloped. The plan sets out the actions we’lltake
during CP7 to improve theresilience of our railway against physicalchangesin our
climate.It contains twokey workstreams:

1.

Climate Ready Assets - this workstream covers directintervention on our
infrastructure assets to improve their resilience against weather and climate-
related impacts. Activities are generally undertaken for another factor (i.e.,
improving the condition of asset), with incremental climate resilience accruedin
the process. For example, in the renewal of drainage assets their capacity can be
increased to handle increasedvolumesof water.

Climate Ready Intelligence — this workstream covers the actions we’ll take to
enhance theinternal climate science and adaptation capabilities we need to
make well-evidenced, appropriate adaptationdecisions. For example, this
includes expanding the scope of,and makingimprovementsto, our physical
climate changerisk assessment processes, and the development of alonger-term
climate change adaptation strategy.

In addition to the two key workstreams listed, additional actions are being undertaken to
deliver actionplans associated with the recommendations made after the tragicaccident
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Table 3.10: Weather and climate resilience funding sources, £ million

at Carmont. These actionplans are being delivered directly by Scotland’s Weather Risk
Taskforce. Activities include the rolling out of more remote condition monitoring on
earthwork assets and increased people resource for inspections and maintenance of
drainage assets.Intable 3.10, the Opex costs relation tothe Weather Risk Taskforce are
capturedin the Maintenance budgets.

Assets (core asset plans funding) 433.5
Buildings 10.1
Earthworks 113.3
Electrification and plant 21.6
Drainage and lineside 100.3
Signalling 453
Structures 43.0
Track 99.9
Intelligence 4.0
Climate risk assessment enhancements and expansion 4.0
Adaptation pathways and strategy development )

Weather Risk Taskforce 58.3
Capex (included in earthworks and drainage core plans) 22.4
Opex 359
Total 495.8
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3.5 Other capital expenditure

Note that part of this section addresses our safety obligations as set outin items12-16 of
the Secretary of Statefor Transport’s HLOS requirements.

Scope

The purpose of this section is to set out our plan fora number of areas that are
traditionally classified as ‘other renewals’, covering renewals activity and capital
expenditure notrelated to our coreinfrastructure asset base. We also highlight any areas
where we’ve identified an opportunity to reduce cost, and the associated impacts.

As a business we have a number of otherimportant areas of renewal activity and capital
expenditure which collectively support Transport Scotland’s six strategic priorities and are
critical dependencies for other areasof our plan. Our initial plan is based on a numberof
programmes in placein CP6, such as our Safety Taskforce, Intelligent Infrastructure, safer
and faster electricalisolation equipment and research development and innovation. It
alsoreflects areas of increased focus and priority, such as environmental sustainability
and begins to address the industry challenge of climate change adaptation.
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Financial position

Table 3.11: Summary of other investment priorities in our submission, £ million

| £ million (2023/24 prices) | CP6 | CP7 CP7vs. CP6
Safety and Security 16 19 +3
Electrical Safety Delivery 0 28 +28
Plant 22 18 -4
Environmentalsustainability 0 19 +19
Property 18 17 -1
Offices and Accommodation 0 24 +24
Total 56 126 +70
Transformational efficiencies 0 -58 -58
Total including transformational efficiencies 56 68 +12

The Electrical Safety Delivery programme has beenfunded through network-wide
functions duringCP6. An additiona £10 million will be funded via Route Services in CP7.
Transformational efficiencies have beenapplied to Other Renewals for the purposesof
the financial modelling. The efficiency programmeis set out in Section 4.2.

Safety and security

We’re learningfrom tragic eventsin CP6 and are putting in place measures to improve
safety performance. Our safety task force was formedto tackle near misses on track
between colleagues and trains. Were addressingthe findings of the Weather Risk Task
Force reviews that were commissioned in response to the tragic loss of threelivesasa
result of a derailmentat Carmontin August 2020 and confirmed in Rail Accident
Investigation Branch’s March 2022 report. We've also launched our safety framework
across the company, whichfocuses on locally led improvements, driven within a central
compellingvision of ‘Everyone Home Safe Everyday’.

Significant progress has beenmadein CP6, so far, but more remainsto be done.Keyto
CP7 will be the implementation of our saf ety framework, which will drive saf ety
improvement through a compelling vision, network-wide and local plans, and strong
governanceto create local ownership, promote best practice,and drive continuous
improvement.
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In addition to focusingon keyrisk areas such as earthworks and drainage systems to
provide weather resilience, our submission includesa number of otherinitiatives to
support continuous improvement of safety from CP6 exitlevels relating to passenger,
public and workforce safety. We'll continue to deliver our level crossings risk controls to
improve level crossing safety and take steps to reduce suicide and trespass; tackling
causes of serious events that can impact those interacting with our infrastructure as well
as deliveringareliabletrain service.

Our submission includes £10 millioncapital investment tocontinue the success of our
safety taskforce (reducing risk to our workforce) as wellas initiatives to deliver against the
security strategy, policy,and standards.

Our plan proposes continuingour multi-control period programmeto improve the safety
of working on or near our high-voltage power systems through better user of technology
and improvement of our safety critical processes. The Electrical Safety Delivery
programme comprises a significant proportionof safety investment (£38 million) for
Scotland’s Railway. The £38 millioncomprises of £28 million in our plan plus an
additional £10 million fundedvia Route Servicesin CP7. The objective of the Electrical
Safety Delivery programme is to demonstrate increased compliance to the Electricity at
Work Regulations 1989 (EaWR) and deliver improved electrical and workforce safety
performance, creating a safer and more efficient railway.

The Electrical Safety Delivery programme comprises technology, culture, and process
workstreams, prioritised through gap analysisacross Network Rail and the wider electrical
supplyindustry. Electrical Safety Delivery workstreams will deliver to theindustry the
safest available tools and technology, and will transform our processes and standards. In
addition to electricalsafety benefits, Electrical Safety Delivery workstreams will also
enable trackworker safety improvements and offer efficiency opportunities dueto
reducing the time associated with applying an overhead line isolation.

Like all network-wide function cost allocations discussed across this document, Scotland’s
Railway will take a benefits-led approach, whichwill enable refinement of our investment
proposals throughout CP7.

Our submission also includes other initiativesdriven by NetworkRail’s Technical Authority
such as the Occupational Health Programme, and the System Operator Freight Safety
Improvement Portfolio (FSIP), whichwill deliver critical safety-related improvements
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emerging fromincidentinvestigations as well as recommendations from industry saf ety
groups.

Oursubmission also includes £9 million totake forward important security initiatives in
CP7.These include:

e Upgradesat our critical national infrastructure levelone and level two sites, and
at our Major Stations

e Designingout crimeinitiatives

e Route crime prevention

e Implementation of newtechnical security control

e Upgradesto cybersystemsbased on new regulations

e Security communications, culture, and competence programmes.

Security is core to our culture and embedded in everything that we do. Every new
development or changeis considered an opportunity to review and, where necessary,
improve railway security.

Environmental sustainability

We have a number of long-term environmental goals such as net zero emissions by 2045
and increasing biodiversity. In CP7 we’refocusingon a small number of the most
important goals given thefinancialchallenges. We plan to invest a total of £26 million,as
shown in table 3.28, £19 million of this cost relates to Capex with the remaining £7
million attributed to Opex:

e The maininitiativeisin relation to decarbonisation and allows us to continuethe
transition process for our own vehicle fleet to be zeroemissions

e We’llalso support decarbonisation by purchasing electricity fromrenewable
sources to power our non-traction activity,and some targeted improvementsin
our building energy efficiency
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o Finally, we’ll provide support to biodiversity alongthe line through the way that
we manage invasive non-native species.

Given thistargeted approach there are a number of projects that we’ll not be progressing,
in CP7, at the pacewe onceintendedto. Theseinclude somehabitat formation
improvements to aid biodiversity, and a number of renewables and energy efficiency
schemes for decarbonisation. We will, however, aim to progress our longer list of possible
initiatives by exploring collaborative arrangements and aim to accessother sources of
funding. For example, we're progressing some key knowledge and capacity building
activities relatedto climate change adaptation, funded separately to the activities listed
here. These were included in the Section 3.4 dealing on weather resilience.

Plant

Building on CP6, our priorities for our investmentin plant in CP7:

e Increasingreliability and performance of the network in line with putting
passengers firstand maximise possession times for worksite and activities
undertaken using On Track Plant

e Reducing Opex spend on maintaining specialist On Track Plant by replacing older
vehicles

e Providingthe latest ergonomicand safety features on modern On Track Plant
and equipment

e Enhanceddigital informationavailable to download on demand in the event of
anincident/accident, via fleet management system.

Property

During CP6, we’ve changedthe way we manage our property assets. We’ve devolved
property from a national function to a mostly devolved model, as part of our Putting
Passengers and Freight First programme. In September 2020, more of our property assets
were devolved to be managed by Scotland’s Railway including the delivery of renewals on
both revenue generatingand non-revenue generating assets. Our submission includes
£17 million, over twodistinct areas:
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Revenue generating

These are investments in property assets for the purpose of generatingadditional
commercial income. Until CP6 these were classedas enhancements, and they’re
ringfenced internally. The vast majority of schemes fallwithin managed stations,
although thereis spend in other areas. Examples of typical schemesinclude:

e Convertingsurplus operationad spacein a managedstation to retail use

e Upgrading traditional fixed advertising panels to digital.

Revenue generating schemes have historically generated an average Retum on
Investment (RoI) of circa 10 % . These revenue generatingrenewals also aim to improve
the passenger experience at our managed stations.

Non-revenue generating

These are the replacement of life-expired non-revenue generatingassets, for example,
rebuilding aretainingwall at a freight site.

Offices and accommodation

Associatedcosts to address thelegal,safety, and operational issueswithin our
Maintenance Delivery Unit’s and signalling centres. We’ve developed a prioritised plan for
investment based around the following approach:

e The condition of our operational accommodationis along-standing issue
impacting operations, morale and staff engagement. Therefore, it is an
important factor in delivering effectively and efficiently

e Surveys of all our operationalaccommodation were therefore undertakento
betterunderstandthe baseline condition. Works required and high levels cost
estimates were identified to address theissues at each location

e Priortothe surveys being undertaken, meetingswere held with operational
managers and Infrastructure Maintenance Delivery Managers, to quantify the
challenges associated witheachlocation. We now have a comprehensive record
of our occupationat eachlocation, which was essential for developing an overall
strategy. Whilst the investments we plan to make will only address the most

Scotland’s Railway — OFFICIAL — SENSITIVE

Page 85



OFFICIAL - SENSITIVE

SCOTLAND'S RAILWAY

BETTER IN THE MAKING

Our StrategicBusiness Plan for Scotland’s Railway

pressing accommodation priorities we face,it's animportantstep in supporting
our frontline workforce.
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3.6 Maintenance

Scope

We deliver maintenance across the 2,800 miles of track, as well as therest of our network
whichincludes the hundreds of bridges, tunnels, telecoms, signals, powersupply systems,
level crossings, stations, operational buildings, vegetation and fencing. We undertake
inspections visudlly, as well using remote monitoring systems. We carry out preventative
and reactive maintenance on a 24/7 basis — all to keep the railway safe, support a reliable
train service,and comply with legal and other obligations.

Scotland’s Railway is accountable for the planning and delivery of maintenance activities,
establishing decision-making criteria for asset maintenance prioritisation,and managing
data and information to measure maintenance performance. This activity is supported by
Network Rail’s Technical Authority, which has responsibility for developingthe processes,
standards and procedures, decision-support tools,and monitoringtechnology for
maintenance.

Maintenance activities are delivered in a number of different ways,depending on the
asset type. The majority of railway specifictasks, which require specialist railway related
competence, are undertakenusing in-house direct labourresources. Where efficiencies
can be gained, or advantage taken of a competitive marketplace, workis outsourcedto
our supply chain. Examples of outsourced maintenance activities include civilengineering
inspection, buildinginspection, facilities management, helicopter operationsand large-
scale vegetation management.

Priorities for CP7

We’ll focus on reducingsystem, headlth and safety, wellbeing, and environmental risks to
as low as reasonably possible, whilst maintaining reliability through the application of
risk-based maintenance.

We’ll assure that all maintenance activity on our assets is compliant with relevant and
current legislative, regulatory, and statutory requirements as well as technical standards.
Our maintenanceregime willbe optimised to improve asset availability and to deliver a
safe and reliable railway.
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We’ll work collaboratively with our stakeholders so that maintenance work is done at the
right time, and we’lldeploy theright number of people with theright skillsto complete
each task to provide asafe and high performing infrastructure for our passenger and
freight customers.

We’ll have arelentless focus on capturing, analysing, and exploitingasset data to make
better decisions about when tomaintain assets effectively and efficiently.

Our StrategicBusiness Plan prioritises safety and performance over sustaining asset
condition and remaining life. This presents a margind risk to asset performance, which
we’ll mitigate through additional maintenance activities including pre-emptive
maintenanceinspections, holdingworks, and harnessing technologiessuch as remote
condition monitoring.

Delivery models will be continuously reviewed during CP7.

Modernising maintenance: this programme will be delivered through the remainder of
CP6. The programme is intended to support doing the workin the future that we most
need - the right work at theright time. There are opportunitiesto stop tasks, extend
frequencies, or deliver activities remotely or automatically, without reducing overall
system safety or adversely impacting network performance.

Part of thisinvolves applying greater knowledge and insights onrisk to variations to the
frequency of interventions. Our current practices are predominantly based on historic
time-based intervals and our work will gradually move these to a semi-predictive, risk-
based approach whilst maintaining reliability at appropriate levelsthrough the
application of risk-based maintenance.

Deployment of the Intelligent Infrastructure programme: this progranmeis
supporting the improvement of maintenance capabilities through two key workstreams:

e Developing, where possible, enhanced asset condition monitoringand analytics,
with associated systems,standards, and processes. This will help us understand
the probability of asset failure, predict whenfailure may occur, forecastimpacts
on the operationd railway,and plan interventions prior to disruption of train
services
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e Developingtoolsto optimise Opex efficienciesin CP7, including increasing
maintenance planningcapability and providing frameworks and tools to
optimise cost, time,and quality of maintenance delivery.

Research development and innovation initiatives: we have a number of inflight projects
and programmes of workaimedat integrating newinitiatives into modern working
practices and,where applicable, standards for a number of areas across the asset base.
These projectswill deliver efficiency and performance benefits over the remainder of CP6
and beyond.

Overall, these changes putusin a strong position as we move forwardinto CP7 and
deliver maintenance activities more efficiently. These savings areslightly of fset by
additional scope for CP7,most notably in relation to weather resilience and climate
change, the management of ash dieback,and maintenance activities to support
additional assets delivered throughrecent enhancements. Each of these areas is
discussed below.

CP7 expenditure on weather resilience and climate change adaptation

Following thetragicloss of threelives as aresult of the accidentat Carmonton 12 August
2020, Network Rail commissioned two independent task forces:

e Lord Robert Mair considered how Network Rail can better manageits earthworks
(cutting and embankments) portfolioand improve our understanding and
response to severe weather events. Dame Julia Slingo considered how Network
Rail should procure its weather services and keep abreast of the latest
developments so that we benefit more immediately from advances in science
and technology

e Theindustry also completeda network-wide review of theimpact of climate
change on the resilience and safe performance of therailway and, in particular,
how earthworks are managed. The outputs were shared in the Resilience of Rail
Infrastructurereport

e The Resilience of Rail Infrastructure report, alongside the twotaskforce reviews
(earthworks management taskforce and weather advisory taskforce), have
shown that the challenge of climate change on the railway is substantial. Most
earthworks alongside the tracks were builtaround 150 years ago and were poorly
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engineered,by modern standards. Some of these are overly steep and unstable
with drainage of asimilarage, and installed to a pre-set design, regardless of
location. When combinedwith heavier rainfall, as has beenexperienced in recent
years, landslips and flooding can occur.

The reviews recognised it’s not practical torebuildnearly 35,000separate slopes
alongside 3,500 milesof lineside across Scotland’s Railway. They recognise the work
that’s been doneto upgradethe Victorianinfrastructure, where possible, and manage risk
across the network.Investment in resilience work has almost doubledin the past decade,
and new systems, technology, standards, and practiceshave been introduced or updated.
The reports also note that this work has accelerated further since the summer of 2020,
with trials of new technology beingrolledout more widely across the network and new
dynamic, route-based weather forecasts, using the latest science, trialled in cooperation
with the Met Office.

However, while acknowledging the significantamount of work beingundertaken, the
reports show that there’s more that can be done and offered over 50 recommendations
for Network Rail to consider in detail.

Allrecommendations fromthe reports have beenanalysed, with some already
implemented. Many of therecommendations focused on the considerable progress that’s
been made with regards to technology over recent years, bringing Network Rail up to
speed. Sometechnology has beentrialled, including a systemto provide detailed
information on where intense, short-termrain is falling and monitoring sensors that can
be adopted to potentially detect failure of criticalslopesearly on — but thereports are
clear that advancements happen quickly and more can be doneto keepon top of latest
developments.

Crucially, bothtaskforce reports recommend looking at:
e Culture and organisationalchange

e Upskilling the workforceto better access, interpret, and use weather data and
technology

e Carryoutinspections and examinations of earthworks and drainage

e Improve knowledge and competencies consistently across the organisation.
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Otherrecommendations include:

e Carrying out detailed analysis of previous slope failuresand washouts, together
with accompanying weather patterns and ground conditions

o Accelerating the deployment of state-of-the-art weather forecasting capabilities
through digital platforms

e Proactively reviewingand maintainingearthworks and drainage and consider
having dedicated teams to do this

e Usinghelicopters and drones more widely for inspections, particularly after
intense rainfall.

Our submission includes £16 million Opex expenditureto enable us to continueto
improve ourinternal capability in CP7, in particular, through dedicated earthworks and
drainage teams and operational weather expertise, which were key recommendations
from the Weather Risk Task Force.

CP7 spend on Environmental Sustainability, Weather Resilience,and Climate Change
Adaptation is split across Opex and Capex, whichincludes a proportion of the asset spend
investment within other capitalexpenditure and within Opexsuch as the Weather Risk
Task Force action plans.

Vegetation management

Scotland’s Railway is developing an updated vegetation strategy for CP7. This strategy
aimsto provide alineside environment that reduces risk and fits our biodiversity agenda,
within the funding envelope.

Interventions throughout CP7 will be targetedbasedon route criticality and the risk
profile of each line of route. This will consider hazardous trees, overhead line equipment
issues, autumnissues and encroachment. Our strategy will also focus on train service
delivery. We'll continue to work towards gaining compliance with thelineside vegetation
profile in our standards.

Vegetation clearance should have an overall positive impact on maintenance activities
with less reactive maintenance required. There will be an increased requirement for
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cyclical maintenance to keep vegetation at a manageable level. Management of
hazardous trees will continue to require intensive maintenance focus.

Vegetation clearance should have a positiveimpact on operational activity with a
reduction in Overhead Line Equipment trips, signalsighting issues,and tree strikes. Work
at problem leaf-fallsites will reduce operational burden during autumn. Risk mitigation
during adverse weather will have a modestincrease in operations activity through
imposition of targeted speedrestrictions.

Ash dieback

Onlytenyears afterits official identification in the UK, ash dieback has already started
having significantimpacts on the country’s treescape. The risks that dead and diseased
ash trees pose to humanhealth and safety, together with significant economicand
environmenta impacts, mean thatit’s vital to accept that ash dieback cannot be treated
as business-as-usual.

Ash dieback will lead to the declineand death of the majority of ash treesin Britain. Ash
dieback has spread around Britain and in 2020 a survey was compiled of 10 km square
areas which found ash dieback present in 73 % of England, 92 % of Wales, and 21 % of
Scotland areas.
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Figure 3.32: Relative profile of ash mortality per year, Great Britain
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Note: Analysis is based on modelling undertakenin 2020 and hasn’t been tested against more
recent observations. Therefore, as with all modelling, actual position may differfrom that shown.

Research undertaken by subject matter experts suggests that the deathrates nationally
are estimated to bebetween 5to 20 %, depending on sites and spore load. A rapid
increase in mortality rates is expectedover the nextsix years, which may thenrise toan
average of 50to 70 % . The precise speedof decline of anyindividualtreeis currently
impossible to predictand will be influenced by other factors, including soil type and
topography.

Scotland’s Railway cannot afford to be passive and let ash dieback run its course without
careful thought, vision, and proactive intervention. Communication, collaboration, and
active engagement with local communities will be key to the success of managing ash
dieback.
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Network Rail (across the entire GB network) has an estimated three million ash trees
adjacent to therail network and around 400,000 mature treesin high-risk areas (where
trees can fall ontothe track) that require management.

One significant challenge facing Scotland’s Railway is predicting where trees will fall,
which only adds to the need to proactively manage our dead, dying, or diseased treesin
the high-risk areas. Withnew technology to be released with digitised lineside inspections,
we’ll be able to see where these are and workon proactive removal.

Ourplanfor CP7 includes £23 million for works associated with ash dieback and includes
cost estimates for avariety of eventualities, suchas day work for arborist teamsand
protection teams, arborist teams and possession staff (bothmidweek and weekend), and
emergency ‘tree on theline’ teams.

Financial position

Oursubmission includes £1,045 million of maintenance expenditure across CP7. This is
made up of direct maintenance expenditure, with the remainder in Network Rail’s Route
Services and Group functions. The direct CP7 maintenance planned expenditureis further
broken down and £740 million will be deliveredthrough our four delivery units.Key
changesin the drivers between the two control periods whichare discussedbelow.

Table 3.12: Maintenance - headline financial position, £ million

| Headline summary | £ million
CP6 exit forecast position 1,019
StrategicBusiness Plan (pre-efficient) 1,126
StrategicBusiness Plan 1,045
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Cost components

Direct maintenance:

Our StrategicBusiness Plan spend is based on bottom-up planned maintenance volumes
and rates, with somekeyinclusions and exclusions accounted for. These volumes and
rates will continueto be iterated for final Strategic Business Plan. This is including £740
million of delivery unit spendfor core maintenance activity, including key movements
noted below:

o £35 million (5% of our overall maintenance costs) in CP7 to mitigate against the
impact of an affordability-based renewdls portfolio, informedby insight from our
Technical Authority

o £16 millionisincluded within the plan to address the maintenance of additional
drainage assets within our portfolio

e £7 million has been dedicated to enhancing our talent pool of future leaders
through graduate and apprenticeshipschemesin CP7

e f£5millionisincluded for additional resources tohelp maintainadditional
electrification and plant assets that will come online throughout CP7 as part of
Phase 1 of the decarbonisation programme, contributing to our Net Zero
commitments

e f£2 million forongoing costs for safe system of workequipment
e Removal of £17 million of COVID-19costs incurred in CP6

o Delivery of other efficiencies for direct maintenance of £25 million (explainedin
next section).

Other main maintenance costs include:

o  Civil Examination Framework Agreement and Civil Assessment Framework
Agreementinspections

e Additional de-vegetationwork
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e Reactive maintenance

e Helicopter/aerial surveys.

Additional budget provision has been made for increased civil engineering.

Efficiencies and headwinds

Headwinds of £24 millionhave been included within the plan, thisis to accountfor input
prices and other fluctuations.

The maintenance plan includes benefits from the modernising maintenance programme
that is set to be implemented by the endof CP6.We expect that this will bring £33
million of benefits which are included in our baseline spendingestimates.

In developing our CP7 plan, we’ve testedour ability to deliver additional efficiencies
within our maintenance function. We'veidentified further efficienciesfor direct
maintenance equatingto £25 million. The key CP7initiatives and themes include:

e Risk-based maintenance
¢ Vegetation management

e Access

e Incident response.

Alignment to renewals and enhancements

Our decision makingwill be data-driven and based on an integrated approach which
balances wholelife costsand risk and performance, in line with overarching asset
management objectives. Maintenance will be delivered usingappropriate resources, the
right people with theright skills, and appropriate tools and competencies.

Maintenance will be delivered utilisingModernisingMaintenance principles whichwill
allow staff to be utilisedmore effectively acrossdisciplines while maintaining assets using
risk-based maintenance principleswhere standards allow.

We’ll continue to alignour maintenance planwith proposed renewals activity. An
increase in maintenance requirementsis included as a consequence of an affordability-
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based plan forrenewals. This may be holding works to mitigate delayed renewal or
reactive maintenance activities in response to asset failures. Additional budget provision
hasbeenincludedin the plan and we’llcontinue to develop these activities ahead of
production of our delivery plan.
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3.7 Operations

Scope

Operations expenditure covers the diverse range of signalling, electrical control, mobile
operations,and station functions required to keep the railway moving. Operations is at
the core of what we deliver, dayin, day out, and where all the varied partsof the industry
come togetherto deliver for our customers, runningaround 2,000 passenger and freight
services across the network each day. Operationsis crucially about people — and people
who require anincreasingly diverse range of skillsto meet changing needs.

Together withthe wider industry, we’ve developedover the course of thelast twoyearsa
collection of strategies to keep improvingand developing operations and the diverse
range of operators across theindustry. These strategies formthe basis for how we’re
developingoperations through the remainder of CP6 and then through CP7, recognising
the industry interdependencies,and transforming howwe deliver for customers.

The first part of the strategy focused on operations trainingand development, thereview
of command-and-control structures,and the operationsleadership of systems and
projects. The secondpart focused on the broader industry and outlined a series of
recommendations on how to better enable operational teams to deliver animproved
train service across the industry.

Overview

Our operations workforce is spread throughout Scotland, across a range of technologies
and operating environments. To operate the network, we currently employ:

e 588 signallers across the network

o 84 Network Rail station staff — covering security, customer service, and
management

e 47 mobile operations managers—key response staff who lead our response to
incidents

e 56 controllers— overseethedelivery of the network
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e 23 electrical controllers — manager the powersupply to our electrifiedrailway.

These colleagues are all based in our teams across Scotland’s Railway. This comes together
to form costs of £304 million for CP7.

Priorities for CP7

This strategy is aligned with the objective of better enabling our railway operationdl
teamsto deliver train services for the benefit of our customers,and to grow and develop
skilful and effective railway-operating people. Our Network Operation Strategies set out
to develop themes and actionsand to enable the operationalworkforce to be equipped
forreal-time operationaldelivery. The strategies also aim to transformthe operation
functions of therailway to deliver better future outcomes acrossthree priority areas:

People: in CP7 we’ll continueto transform the approach tocompetence management for
front line colleagues. The deployment of the newcompetence managementtool,
RailSmart Employee Development System (EDS), will continue to grow and develop, as
the organisationbuilds towards signaller licencing. This will contribute to developing
broader operations careers acrossboth Scotland’s Railway and the industry, with more
readily identifiable operations career pathways and transferable skills.

Change/Technology: in CP7 the operations teamwill have access to training
technologiesto transformstaff development. This work will include virtualreality and
replicasignalling technologies, highlighting the revised operationmodels required to
maximise the benefits of newsystems and operating platforms. The operation of the
network will build upondevelopments in the network model toenable afar greater
understanding of how the networkis operating and enhancing the predictability of how
the railway is going to perform.

Process: process changesto support transformed operationsin CP7, and in turn customer
outcomes, will include:

e The utilisation of theenhanced GSM-R capabilities to communicate with
customers

e Increasinglyrisk-based approaches tooperations competence and incident
management
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e Recruiting theright people and workingproactively withtrade union colleagues
to collaborate on the operatorsof the future.

Signalling Scotland’s future: The development of the Signalling Scotland’s Future
strategy will include a workstreamrelating to a Control Centre and Operations plan. This
plan laid out the consolidation of manual signalling locations into Control Centres. The
plan links asset condition driven renewals with opportunitiesto reduce the cost of
signalling operations. This plan also links to other major signalling interventions (i.e.
enhancements) that offer opportunities for migration. In addition, the Luminate Traffic
Management systemwill be considered wider roll-out on the network. Whilst Luminate
will offer asignificantimprovementin the management of operational incidents, we’ll
attemptto leverage thefull capabilitiesof the systemby working with all Train Operating
Companies to better manage crew and stock movements.

Electrical control operations: The decarbonisation programme will increase the extent of
electrification in Scotland. Our operations plans will consider theimpact of this new
infrastructureand we’ll increase our electrical control room operator resource accordingly.
This growth may also necessitate an expansion of the electrical controlcapacity within
Scotland,subject to costings and final business case approval.

Operationsis centralto deliveringa more joined-upapproach to how we run therailway
for the benefit of passengers and freight users. Operations knowledge and experienceis
central to this and in creating a workforce and leadership teams who operate the
network. Actingquickly is essential to sustain and drive forwardthe value that rail of fers
to the economy and society, whilst restoring confidence and improved customer delivery.

National 21t Century Operations Programme: The delivery of the Network Operating
Strategy priorities and continuous improvement for the operations community is co-
ordinated through the 215t Century Operations Programme.

Throughout CP6 thishas included: early development of signaller licencing, updated
signaller licencing, updated Signaller Competency Framework, trialled new operating
modelsto meet changingneeds in a number of routestogether withinitiating theroll out
of newroles, as well as cruciallyimplementinga new IT system to manage signaller
competency.
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In CP7 the programme will continue to co-ordinate the development of the operations
capability across Scotland’s Railway by aiming to deliver several workstreams to tackle
the below key strategic themes:

Safety and Train Service Delivery

e By bettertraining through our Operations Capability Programme, we can enable
safe operations, leadingto abetter performingand saferrailway

e Signallerrecruitment, training,and development will allowour signallers to train
and improve to deliver better for customers.

Efficiency and people

e Sothat operations remain safe and efficient, we’lloptimise our staffing levels so
that the reliance upon overtime is minimised. This will require that the CP6 run
rate of vacancies gaps reduces from10 % to 5% throughout CP7. We aim to
deliver this by introducing an innovative strategy to proactively manage staff
demographics and movement between operationallocations.

e Inaddition, during CP7,Scotland’s Railway will consider the creationof its own
in-house trainingprogramme for signalling staff. This will allow us to better
support and work collaboratively with local communities to create sustainable,
localised employment opportunities

e Operationsremainsfocusedon embedding a strategic programme of
development and coaching. In addition to continuing with innovative schemes
such as the Saltire Initiative and our on-house graduate programme, CP7 will see
the introductionof an Operations Apprentice Scheme supporting grass roots
talent into frontline operational roles.

CP7 will see continuedfocus on unlocking the potential of operations through risk-based
and locally appropriate standardsand processes to best reflect the needs of the
geographies and communities we serve.
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Financial position

The costs for CP7 are broadly consistent with those for CP6.Key movements for CP7
include an extra £3 million for salary re-gradinginitiatives and removal of £6 million of
COVID-19relatedcosts incurred in CP6.

Table 3.13: Operations - headline financial position, £ million

| Headline summary |  Actual, £ million
CP6 exit forecast position 354
StrategicBusiness Plan (pre-efficient) 413
StrategicBusiness Plan 419

Cost components

Our operations plannedspend for the Strategic Business Plan is £304 million. 95 % of this
cost relates to the peoplewho operate Scotland’s Railway. In addition, a further £115
million isincluded within Operations which covers our safety, performance, customers,
and communities and control teams, who help support the running of therailway. This
also includes additional proposed expenditure in relationto a number of areas within
performance, hedthand safety, and a number of other initiatives.
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3.8 ScotRail Trains Performance

This section addresses the following Scottish Ministers’ HLOS requirements:

HLOS references

Network Rail train performance, Train
; 3.7,3.8
Operating Company performance

Throughout Section 3.8, we refer to Scotland’s Railway as the Scotlandregion of Network
Rail.

Overview of our performance history

The industry’s PPM performance across CP5 and CP6 highlights that PPM has consistently
been between 87-91 % overthe past nineyears. It peaked in 2020/21 as aresult of the
dropin passenger and service numbersdue to COVID-19; this was the only year that
we’ve achievedthe 92.5 % PPM target.
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Figure 3.33 PPM performance and train count since CPS
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Figure 3.3 is from Scotland’s Railway, based on the Mapped Delays — PPMFailures
Dashboard from 19 April 2023.

There have been several developments and performance trends over recent years which
impact PPM performance. These include:

Removal of ‘skip-stopping’. Skip-stopping is where services do not make
scheduledstops in order to make up late running of a train. Skip-stopping has an
adverse impact on passenger experience butits removal during CP6 took away a
practical performance management tool that can be used for servicerecovery
Impact of COVID-19 on performance. In 2020/21, as aresult of the COVID-19
pandemic,therewas a decrease in both passenger numbers and services. This
resulted in a period of improved performance.Since 2020/21,PPM performance
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has steadily decreased to around89 %, as service volumes and passenger
numbers began toincrease. The correlation between the total number of
journeys and PPM can be seenin figure 3.33, and we can observe that when
journeys onthe network are reduced (e.g. during COVID-19),PPM rises. This is
likely influenced by less congestion on the network; however, it may also be
linked to otherfactors

External factors.Climate changeis causing the UK to be wetterwith higher
number of days where rainfalltotals exceed 95 % and 99 % of the 1961-1990
average have increased over thelast decade. You can find out more on the ‘UK
and Global extreme events — Heavy rainfall and floods’ page on the Met Office
website. Thetop 10 warmest yearsfor UK since 1884 have occurred since 2002,
and you can find out more on the ‘UK and Global extreme events — Heatwaves'
page on the Met Office website. As such, the numberof severe weather-related
incidents (which are above and beyondthe capacity of the asset) have more
than doubled over the last seven years. Furthermore, external factors suchas

fires, theft,and fatalities haveincreased by around 10 % in the same timeframe.

These extemal factors are often uncertain and associatedwith variability which
creates achallenge in mitigating and estimatingthe impact over time

Operational changes to managing severe weather.Severe weather events
have contributed to a degradation in train performance, resulting fromblanket
emergency speed restrictions introduced during times of severe rainfall.
Transport Scotland has recognised this and stipulated that a derogation will be
givenforlate running trains caused by the needfor speed restrictions during
periods of severe weather withinthe HLOS.

There are manyreasons fordelays that caused PPM failures, which can be classified as:

Attributed to Scotland’s Railway. These relate to trackand non-track assets
(e.g. signalling, telecoms, and electrification and plant), Network Management
categories (e.g.operations, possessions,and unexplained) as well as broader
categories such as Severe Weather, Autumn and Structures and externalevents
(e.g.fatalities, trespass, and bridge strikes)

Not attributed to Scotland’s Railway, such as areas of fleet, station delays, and
traincrew, controlled by ScotRail Trains

SCOTLAND'S RAILWAY
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e Unattributed, which comprises PPMfailures that haven’'t been investigated as
per commercial agreement acrossNetwork Rail (e.g. comprise of lessthan three
min delay across section of route).

Figure 3.34 sets out a breakdown of delay causesin these areas. The datais from
Scotland’s Railway and based on the Mapped Delays — PPM FailuresDashboard from 19
April 2023.

Figure 3.34 Train delay causes from 2014/15-2022/23
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Table 3.14: PPM failure category descriptions ScotRail Operations Delays due to timelost en-route believedto be
— . — Trains Operator cause.
Attribution  PPM Failure Causes Description
Category ScotRail Stations Delays due to passengerbehaviours during
_ ! : Trains train embarking /disembarking.
Scotland’s External Delays primarily caused by third parties such
Railway as fatalities and trespass,animal incursion, ScotRail TOC-on-TOC Delays caused by other operator delays
bridge strikes, road incidentsand fires. Trains causing congestionand further delays.
Scotland’s Network Delays that are attributed to Network ScotRail TOC Other Delays due to drunk/disorderly passengers,
Railway Management/ Managementbut un-investigated, those Trains passengers taken ill on trains,and adhesion
Other accepted by commercialagreement, issues attributedto train interface withrails.
Automatic Route Setting/TrafficManagement
System/SignallersAssistant Route Setting ScotRail Traincrew Delays due to train drivers, trainmanagers,
software problems, vegetation management, Trains and conductors.

and possession delays.

chtland’s Non-Track Assets Delay§ Prlmarllydue tosignalling, We have influence of around 52 % of PPMfailures historically, when excluding our share
Railway electrification and plant, panel,and othernor- of unattributeddelay, which leaves around 48 % of PPM failure outside of our control.
track assets. Some notable points acrosseachof these categories include:
chtland’s Severe Weather, pelay s primarily caused by r¢stric§ions ) 1) Network Management: this category covers a variety of delay causesassociated
Railway Autumn and imposed dug tosevereflooding, highwinds, with operating therailway. This includes unexplained delays, which can be
Structures and other climaterelated factors beyond

caused by alack of ‘Control Centre of the Future’ (CCF) systemon the route.

design capability of infrastructure. Other causesinclude signaller caused delays, regulation, timetable delays,

Scotland's  Track Delays primarily due to brokenand defective possgssion overruns, and vegetat.ion management failures..We've made .
Railway track rails, or speed restriction imposed for considerableimprovements in this category over thelast five years, reducing
planned track works, PPM failuresby 56 % and are exploring options to improve this measure further

in CP7.

;Zﬁuzw ° Unattributed Below thresholdPPM failures. 2) Non-Track Assets: most failuresin Non-Track Assets occur at points and other

ScotRail signalling assets. As such, improving asset reliability is the primary means to

Trains improve performancein this area. Over CP6 we delivereda 36 % improvementin
delays associated with Non-Track Assets, witha significant reductionin renewals

ScotRail Fleet Delays due to faults on train assets. in CP7,itislikely that therate of improvement will beslower.

Trains

3) Severe Weather, Autumn and Structures: despite natural yearto year
variations, annualmeanrainfall has slightly increasedin the UK since the 1970s.
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InScotland, there’sbeen an 8 % increasein annual mean rainfall over the last Figure 3.35- Annual mean rainfall for the UK and nations, 1862-2018.
decade whencompared to the 1961-1990 long-term average. You can find out
more on the ‘Network Rail Weather Advisory Task Force FinalReport’ page on
the Network Rail website. Trends can be seenin figure 3.35. The graph expresses
% anomaliesrelativeto the 1981-2010 average (hatched black line). The lower
hatched greenlineisthe 1961-1990 long-term average. Light grey gridlines
representanomadlies of +/- 10 % . Severe weather is the biggest driver of PPM
failuresinthis category by far (around 5 % ) where autumn conditionsand other
weatherimpacts make up most of the remaining attribution. Civilengineering
structures (including earthworksand buildings) make up only around 0.7 % of all
PPM failuresin the period. Specific climate changeresilienceinvestment in CP7
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4) External:we’reimpacted by many external events each year includingfires,
external objects on the line, animal incursions, and utilitiesoutages. The largest
sub-categoryis fatalities and trespass with trespass specifically causing almost
half of all delaysin the External category.In 2022/23, trespass was responsible
foraround 4 % of all PPM failuresin Scotland and can be challenging to address.
We’re investing in renewing and improvingour boundary measuresin CP7 which
will help preventsomeincidents. In addition,we’re also investing in drones,
security droids, and enhanced CCTV.

5) Track: most trackfailures are due to track faults including broken rails attributed
to deteriorating asset condition. During CP6, we improved our management of
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track faults by improving how we measure track condition and asset reliability.
This enables maintenance and renewals work to better target poorcondition
assets beforetheyfail. This has seena continueddecrease in trackrelated PPM
failuresinthe last three years despite an increase in train journeys.

Scotland’s Railway don’t have control over around 48 % of PPM failures. Within this, fleet
and traincrew impact PPM failures the most — accounting for 26 % of total PPMfailures.
These areas are controlledby ScotRail Trains, and failures are largely due to technical and
non-technical fleet delays and traincrew causes. There are also a notable number of PPM
failures (around 8 % ) due to passenger behaviour whichhas a notableimpact on ScotRail
Trains controlledPPM failures at stationsand on trains. We'll continue to work with
ScotRail Trains to understand how we can collaborate to reduce these incidents.

Figure 3.36 shows the trend in PPM failures since the start of CP5 for the categoriesset
out infigure 3.34. It’s noted that most categories decrease from 2020/21 due to afall in
total train journeys resulting from COVID-19 withthe exception of the Severe Weather,
Autumn and Structures category.
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Figure 3.36 — PPM failures by category from 2014/15-2022/23
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There are trends in PPM failure categories which both support and challenge our ability to

meet the92.5% PPMtarget.Forexample:
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o  When compared with 2017/18, we’vereduced both the total number of PPM
failures due to the categories under Network Management (fromaround
18,000 to around 8,000) and their share of total PPM failures from around 22 %
toaround 11 %

o Severe Weather, Autumn and Structures has seen the greatest increase asa
contributor to PPM failures, increasing from around 9 % in 2017/18 to around
15% in 2022/23

e PPM failures attributed to the Non-Track and Track categories have been
decreasing since 2017/18 with around 30 % fewer PPMfailuresin 2022/23

when compared to 2017/18 across the two categories combined

o The PPM failures not under Scotland’s Railway control have increased since
2017/18 despite operating fewer services. Traincrew related delays have been
badlyimpactedbythe pandemicand plans exist forimprovement, but Fleet
related delays remain a concern and improvements in this category are currently
unfunded

e Scotland’s Railway controlled categories of PPM failure have reduced by
around 25% between 2017/18 and 2022/23, from about 47,000 PPMfailures to

around 35,000 across the period.

Taking a closer look at the Severe Weather, Autumnand Structures category, thisis made
up of three key PPM failure causes consisting of civil structures, adhesion (due to autumn
leaf fall), and weather (restrictions due to extreme weather,and structuresbeyonddesign
capability). Over theyears, Structures and Adhesion remain relatively constant whereas
severe weather impacts have caused a significant risein PPM failures dueto emergency
speed restrictions or exceedance of asset design.
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CP6 Performance Initiatives

Throughout CP6,our PPM performance has increased in several arecs. The improvement
is largely due to better asset reliability and network management, fromusing remote
monitoring technology to help predict failuresbefore they materialise, to improved
maintenance regimeswhich target root causesof asset failures. These measures have
helped reduce the number of Service Affecting Failures and PPMfailures over CP6.As
shownin figure 3.37, the numberof Service Affecting Failures has a decreasing trend
since 2018/19. As our controllable PPM performance increases, it becomes increasingly
difficult,and may require proportionately more investment, to make further
improvements in PPM. This has been considered within our CP7 performance trajectory.

Figure 3.37 — Annual number of Service Affecting Failures
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We completed a campaign for signalling power systems renewals in 2017/18 across the
West Coast Mainline Routeto help improve train performance and address deteriorating
asset condition. Several sections of signalling power were renewed along theroute,at a
cost of around £18 million. As shown in figure 3.38, this resultedin around 50 % fewer
PPM failures dueto signalling power supply assets alongthe West Coast Mainline route
overthe next twofinancial yearspre-COVID-19.

Figure 3.38 - Case study results for signalling power renewals on West Coast Mainline
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While figure 3.38 demonstrates improvements of renewals investment on a specificroute,
ona larger scale signalling power renewals (within electrification and plant) have been
undertaken across the network with 40 % of assets replaced since 2012. Figure 3.39
indicates that a decrease has been seen across the network in PPM failures due to the
power supply renewadls.
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Figure 3.39: Correlation between electrification and plant renewals and signalling
PPM failures
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Another statisticused by ORR to measure train performanceis the Consistent Region
Measure (Passenger) Performance (CRM-P) score.It measures the passenger train delay
attributed to Network Rail per 100 train kilometres, where a lower score means that fewer
delays are attributed to Network Rail. As seen in figure 3.40,our CRM-P scorehas been
consistently below that of Network Rail regions in England and Walesbetween 2014/15-
2022/23.

While we made improvements in areas that have positively impacted our PPM
performance, we recognise there are further areas we can target as part of our CP7 plan
as explainedin the nextsection.
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Figure 3.40 - Average CRM-P from 2014/15-2022/23
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Approach to Performance in CP7

In CP7,we’ll continueto developthe initiatives we’ve started in CP6, with the addition of
furtherimprovements in our capability and technology to enable achievement of our
PPM target.Some specific areas in which we’reinvestingin CP7 to improve train
performanceinclude:

. Increased vegetation and drainage funding: we know that severe weatheris a
major driver of PPM and in CP7 were including significantly more vegetation
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managementand drainage renewals investment than in the pastto managethe
impact of on our assets. This includes further implementation of our revised
drainage design standards which accommodates runoff fromlarger storm events

) Further application of Intelligent Infrastructure and risk-based maintenance:
which allows us to remotely track asset performance, particularly in non-track
assets and earthworks, to allow mitigative intervention prior to failure

o Improved use of data: we’llimprove the use of performance data to provide
greaterinsight on performance trends and root cause of failure to enable more
intelligent operation, maintenance, and renewal decision making to target
investment. This will take into account a multidisciplinary approach and
integrate more closely with ScotRail Trains

. Collaborative working with ScotRail Trains: through our alliance with ScotRail
Trains, we’ll, as Scotland’s Railway, work to identify areas of performance
improvement betweentrackand train,especially around management of
response and ability to recover services as quickly as possible

o Opportunities for innovation: we’ll need to discover and test new technologies
which might help us better understand, predict and manage performance across
our network.

Building our Performance Trajectories

Our StrategicBusiness Plan includes high-level performance tragjectoriesthat are based on
a set of assumptions and informationavailable at the time of publication. We've
considered further information available to us and have had continued engagement with
ScotRail Trains on the performance improvements requiredto deliver areliable serviceto
our passengers. We considerthat the mediumtrajectory set out in this document is
challenging but achievable with the knowledge available to us at this time.

It'simportant to acknowledge that our 92.5 % PPMtarget remains very challenging and
that we’ve not consistently delivered this target. Therefore,we must further explore with
ScotRail Trains ways to improve performance to thetarget level.

Figure 3.41 shows a breakdown of our performance and details the key initiatives in our
planto deliver performance improvements. There’s uncertainty in forecasting PPM
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performance accurately over a five-year horizon, particularly givenall the different
factors, many of which are outside of our control. The current, unusually challenging,
environment regardinguncertainty about future passengerand service volumes adds to
this.

Figure 3.41- Breakdown of our performance trajectory
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The breakdown of the PPMimprovement by componentis set out by organisationin
table 3.15.
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Table 3.15: Breakdown of PPM improvement required by organisation e  +0.8% benefit occurring in 2023/24. This is made up of a+0.4 % benefit in

" — Autumn, +0.1% benefit from Network Rail fundedPerformance Innovation Fund
Component Scotland’s Railway ScotRail Trains schemes, +0.1 % benefitfromNon-Track Assets,+0.1 % from Traincrew, and

+0.1 % benefit from Network Management. The benefit of initiatives investedin

23/24 Benefit +0.7% +0.1% during CP6, such as funding an embedded British Transport Policeinspector
Asset Deterioration over 05% - within Control to aid fasterresponse, anti-trespass fence toppers, and Select DNA
CP7 ’ equipmentto prevent cable theftis captured as part of this CP6 exit position.
Conti I t 05% e -0.5% reduction from asset deterioration due to an affordability-based
ontinuous tmprovemen = renewals plan,resulting in a potential 3.5 % forecastedincreasein service

Targeted Improvement +06% 104 Y% affecting failures across CP7. Additional factors include response times dueto

g P P o modernising maintenance, and a higher asset count caused newassets being
Luminate Traffic +0.3% - installed.
Management

¢  +0.5% benefit from continuous improvement due to driving a performance
Vegetation Management 102% B culture,focusingon performqnce afteqndustnalqctmn, and other improvements
such as how we apply operationdl restrictionsduring adverse weather.

Edinburgh to Glasgow +0.1% . . . _

Resilience . +1.Q% benefit from targeted |mprovements'such asthe msta.llatlon'of Dud
Variable Rate Sanders, funded by Network Rail to date, on servicetrains (+0.8 %

Traincrew Improvements i +02% benefit withassumed split +0.4 % attributable to Scotland’s Railway and +0.4 %
to ScotRail Trains) basedon a full fleet roll out and full investment by year 3

Total PPM improvement +1.9% +0.7% (whichis still subject to further investment decisions within the wider industry),
using more droids and drones, and tactile crimeinterventions,such as forward-

Grant Agreement +0.25% +0.25% facing CCTV. The +0.4 % for ScotRail Trains relatesto the installation of Dual

Dispensation Variable Rate Sanders, which is fundedand led by Network Rail. The funding for
the full fleet roll-out of Dudl Variable Rate Sandersiis still to be confirmed.

Total inc. Grant Agreement +2.15% +0.95%

Dispensation e  +0.3% benefit from Luminate traffic management based on analysis of
applications elsewhere in Network Rail. Further improvements could be delivered

Fleet Improvements - +0.4% if the £12.5 million funded element in CP7 isincreased.

(currently unfunded)

e +0.2% benefit from vegetation management due to significantly more de-
vegetation funding in CP7 resultingin a 30 % reduction in PPM failsattributedto

vegetation.

Starting froma 2022/23 exit PPM of 89.0 %, our PPMplan takes a data driven approach
and is based on the following components,wherea 0.1 % improvement equates to
around 650 PPM failures:
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e +0.1% benefit from Edinburgh to Glasgow resilience due to a £10 million Figure 3.42 - ScotRail Trains PPM variable rate trajectories

investment in three earthworksitesin the Croy area which shouldeliminate most

speed restrictions during heavy rainfall. 93.0% . . .
92.50% 92.50% 92.50%
e +0.2% benefit from traincrew improvement dueto long-termplan to address 92.5%
traincrew shortages by 2027. 91.95% 92.50% 92.50%
920%
¢  +0.5% benefit from ScotRail Trains grant agreement due to assuming more 91.91% 51.88%
“normal” weather in period 12 of 2023/24, compared to 2022/23, and an 915% 91.25% ' een
allowance for connections to other services and ferries. 91.54% 91.53%
= o
o  +0.4% performance improvementrequired fromsustained poor fleet g 910% 01.02% 91.08%
performancethis requires urgent, sustained and significant investmentin the . ' 90.83 %
. . T L . . 905 %
ScotRail rolling stock fleet which is currently unfunded. As this element is 90.55%
currently unfunded it is not included in the totals in table 3.15 above. 90.0% 90.00%
As a result of theseinitiatives,and investment from Scotland’s Railway, we forecast a 89.80%
total PPM of 92.5 % is achievable by the end of year 4 of CP7 (see figure 3.42 — medium 895%
trajectory). This trajectory includes an equalstretch target for both Scotland's Railway 89.50%
and ScotRail Trains in years 1-4 to be possible. Earlier delivery of the performance target 89.0%
would require significant and sustained investmentin the ScotRail Trains rolling stock CP6YS CP7Y1 CcP7Y2 CP7Y3 CP7Y4 CP7Y5
fleet. Over the coming months, we’llcontinue to engage with ScotRail Trains to develop
joint and operator led initiatives and iterate our performance trajectory to incorporate =—5Slow Medium Fast

new schemes as they are identified.

We’ve set out three performance scenarios to estimate how the improvement in PPM will
be deliveredover time,basedon arange of assumptions. Since our interim Strategic

Business Plan submission, we’ve undertaken a review of our trajectories and the

underlying assumptions included and updated where appropriate. This has led to some
minor adjustments on phasing of benefits and calculation of the proposed derogationfor

severe weather and connections.

Figure 3.42 shows fast, medium, and slow trajectories fromthe end of CP6 to CP7. The
medium trajectory includesall known levers to improve performance included withinthis

StrategicBusiness Plan.

These trajectories reflect thelatest information and assumptions available to us with
varying degrees of uncertainty at this point of the business planning process. We'll
continue to update and iterate our PPMtrajectories as new information becomes
available, includingthrough engagement with ScotRail Trains and ORR. Flexibility to
allow for changes in performance trajectories isimportant, particularly given theinherent
uncertainty associated withthis.

Our confidencein delivery is within the mediumtrajectory, the detail of which is set out
below. This trajectory is challenging, but achievable in termsof what we understand to be
true in terms of current performance trends, realistic potential CP6 exit and provisional
investment decisions for CP7.

Furthertothe abovebreakdown, the slow trajectory allows for the threat of climate
change outpacing investment (-0.1 % PPM per year), mental hedlthtrespassincidents
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increasinginyears 1 and 2(-0.05 % then -0.03 % PPM per year) before improvingduring
the remainder of the control period, continued poor performance of fleet within ScotRail
Trains (-0.1 % PPM impactin years 1 and 2and -0.05 % PPM in year 3), and a stretch
target of +0.1 % PPM improvementin years 1-5 for both Scotland’s Railway and ScotRail
Trains.

The medium trajectory accounts for the waterfall breakdown, plusa stretch target of
+0.06 % PPMin years 1-3 and +0.07 % PPMin year 4 for both Scotland’s Railway and
ScotRail Trains, targeted trespassfundinghaving a +0.05 %PPM impactin years 3-5, and
a +0.1 % PPMbenefit fromtrain crew improvements in years 2 and 4.

The fast trajectory has a more optimistic view on the rate of asset deterioration (-0.05 %
PPMin years 1-5), trespass related incidents reducing through targeted interventions
(+0.05 % PPMin years 1-5), gaining further improvement from targeted vegetation
management (+0.05 % PPM in years 2 and 3, rising to +0.1 % PPM in years 4 and 5), and
a stretch target of +0.025 % PPMin years 1-2 for both Scotland’s Railway and ScotRail
Trains. This trajectory also includes a further optimistic+0.2 % PPM benefit from Luminate
traffic managementimplementationand includes the option to expand Luminate
capabilitiesinto thewest of Scotland. This inclusion would require further investment
decisions to be madeby Scotland’s Railway, beyond that already madein the Strategic
Business Plan.
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3.9 Support costs

Scope

As a devolved business of Network Rail, we have a numberof supporting functionswhich
help in Scotland to support the daily operation of our Scotland’sRailway. Reflectingthe
increasing importance of devolution to Network Rail certain functions includinghuman
resources, finance, legal and property have increasingly formeda larger proportionof our
direct costs than was the casein CP5. These costs alsoinclude the Communications,
Investment and Business Development functions.

These costs are expected to remainrelatively flat through CP7following efficiencies
deliveredin CP6 throughthe Modernising Management agenda, which involved a review
of ourmanagement structure to make our business more affordable and sustainable, but
which have continuing benefit through CP7. We’'ll continue to strive todrive down these
costs by making our support functions more efficient. The planincludes £475 million to
be spent on support costs, splitbetween £116 million within direct support costs and
£359 million within network wide function costs.

Our direct support costs cover arange of staff costs inimportant strategic planning and
management roles, office costs, and a number of other materials and contract costs.
They are chosen to complement the network-wide teams,and where it is more efficient or
enables us to respondto specificlocal requirements.

Financial position

Table 3.16: Direct support costs — headline financial position, £ million

| Headline bid summary Actual, £ million

CP6 exit (RF9FY23 forecast) 116
StrategicBusiness Plan (pre-efficient) 124
StrategicBusiness Plan 116
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Changes from CP6

Asset out intable 3.16, our CP7 planincludes £116 million of support costs. Thisis in line
with our forecast CP6 exit direct support costs. The support costs have been forecast in
line with CP6 exit rates, witha couple of movements from CP6 being the removal of one-
off costsinrelationto property, provisionsheld within CP6 forecasts, and therisk fund
also held within. The movement in network wide functioncostsis discussed in section
3.11.
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3.10 Our people

This section addresses the following Scottish Ministers’ HLOS requirements:

HLOS references

Interchange programme, equality duties | 3.4 (interchange), 3.4 (equality)

Overview

The Scotland’s Railway People Strategy ‘You in the Making’ recognises that one of the
key underpinning enablers of our overall CP7 ambitions is the quality of our people.Our
overall vision is to ‘create an environment where everyone does their best work to create
the best railway Scotland’s ever had’.
% SCOTLAND'S RAILWAY
OU |1 e uamine

To create an environment where everyone does their best work to create the best
railway Scotland’s ever had.

We'll do this through our Ambitions:
Simpler, more Engaging, safe

Brilliant managers = .
and inclusive

and leaders

efficient &
modernised culture

The people strategy is a critical enabler of our Strategic Business Planand has four key
areas of focus:

e Simple, more efficient and modernised. Facilitating a modern and flexible
organisation thatis safe, high performing, efficient, sustainable, and truly service

led
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e Brilliant managers and leaders. Investing in the development of our leaders and
managers with afocuson collaboration and enablingchange

e Engaging, safe, and inclusive culture. Transforming the value of work and
fostering a culture that encourages collaboration and belonging,one where
everyone feels valued,safe and able to realise their potential

¢ Right people, right place, right time. Taking a consistent approachto workforce
planning to build a high quality, appropriately trained, diverse and committed
workforcethat enables the business to achieve its objectives.

Beneath these four priorities sit individual interventions suchas creation of an agile
working culture, organisational designand structure, resourcing efficiency, diversity and
inclusion, leadership development, management capability and recruitment and
selection.

Stakeholder priorities are fully considered and reflected in the development of our plans
and we’re also working with partners across Scotland’s Railway, including ScotRail Trains,
with anotable joint programme beingthe ‘Scotland’s Railway Academy — Together in the
Making’, a series of interventions designed to grow talent witha focus on whole railway
system learning. This will fulfil the HLOS requirement to “continue to participatein and
foster an Interchange Programme”.

Targets are built into the current People Strategy so that each initiative has tangible
outcomes set to measure success. These will be reviewed as part of our CP7planningto
so that targets and outcomes remain appropriate and relevant to the organisational
demands and priorities.

HR Score Cards

Scotland HR Period Score Cards have been developed to track key HR metricssuch as
sickness absence, health, grievance, training recruitment times and diversity and inclusion
by department, all theway down to theindividual manager.

Organisational Design and Development

Our people strategy recognises the opportunities of our Modernisationchange
programmes by seeking tosupportimplementingand embedding a new organisational
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structure within Maintenance, 21t Century Operations and Modernising Management
structure. Modernisation also provides opportunity for greater devolved ability and to set
out an agenda more closely alignedwith the needs of Scotland’s Railway, taking account
of the policies and drivers specificto Scotland. Recognising our changing rail
environment, we’reworkingto continuously improve and deliver efficient use of public
money. We also recognise our leaders must be enabled to support theirteams through
challenging periods of change, which have potential to impact on safety, performance,
and employeewellbeing.

Leadership Capability

As we continue to face a period of significant change both within Scotland’s Railway and
the widerindustry,one of our biggest challengesis to enable our leaders to have the
capability to support our people throughchange, drive cultural transformationand help
grow our business. This will require us to understandand address the capability gap at an
organisational and individuallevel.

Ourleadership development strategy will assess the leadership capability of our leadersin
Scotland. Individual development needs will be met through a suite of development
options, including, but not limited to, leadershipapprenticeships, development
programmes, coaching, bite-size online learningand nationdlly ledinitiatives such as the
Accelerated Leadership Programme, Line Manager Essentials and ILM Level 3 Diplomain
Leadership and Management, as well as creating environmentsand tools that promote
self-directedlearning as a sustainable way to scale up theimpact of learning and
increase cultures of continuouslearning.

Talent and Succession

We need to improve the effectivenessof ourtalent and successionplanningto maximise
the potential within our workforce and succession plan for criticalroles. We’ll do this
through talent and succession forumsto provide the mechanism for local review of talent
lists, agreement of critical roles and successionplan development. An Executive Talent
Forum will also provide the platform for escalation and focus on our highest levels of
talent and critical roles.
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We’ll also utilise 360 feedback, self -assessment and data to close theskillsgap and
connect skills with opportunities across the business, delivering an employee-centred
talent experience.

Industrial Relations

The ability to move forward with modemisationchange programmesand implement
technological improvementis a majorimperative for the development of the business.
Ourapproach is to work collaboratively with the trade unions toagree the introduction of
appropriate mechanisms for achieving organisational change and modernising working
practices,with agreement on securing resource reductions through voluntary means a
priority. Fostering open relationships based on trust and mutual understanding of
priorities, constructive dialogue,and combined action planning is the spirit behind the
creation of our workingrelationships withthe trade unions, with discussion and
consultation as early as possible giving the greatest opportunity for success.

Strategic Workforce Planning

Industry, organisational and funding uncertainty presents a risk to strategicworkforce
planning outcomes. Attraction strategy and remuneration limitations also presenta
challengeas we tryto attract,retain and develop a workforce to meet the needs of our
businessin CP7.

Ourresourcing strategy will enable us to have theright people, resource and structurein
place to continueto sustainour railways into the future, whilstenablingthe best use of
public monies during a challenging economic period.

We’re also working withour people managers to provide candidates with a high-quality
experience throughout their recruitment journey and making sure we're advertising our
roles on platformsthat reach a diverse range of candidates, attracting the best
candidates when filling our vacancies in pursuit of enabling a safety conscious and high
performing workforce.

Our early engagement strategy will also address the demographic, technological,and skill
change requirements of our strategic plans while enabling the ability to forge greater
links with Scottish communities, universities and colleges, supporting career opportunities
as well as positioning Scotland’s Railway as a diverse and inclusive community partner
and preferredemployer.
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Better work (continuous improvement and systems thinking)

We’ll transform frontline team engagement whenwe improve their work. As the work
improves it will become more efficient but alsomore satisfying, their work willimprove
through a number of factors — the effectiveness of their frontlineleader, theway change
is implemented, technology, and better design of their work.

Aswell as the model delivery unit workstream, were planning interventions in areas
where there are complex problems that need systematicsolutions.By involving the teams
who do the work, we’ll create better engagement and better outcomes. A programmeto
buildinternal capability is underway and a pipeline of activity (in addition to that already
in play) will be built.

Diversity and Inclusion

We aim to be aninclusive community which recognises the potential, talents, and
contribution of all people, regardless of background. We know thereis opportunity to
improve diversity within our workforce, tomake it more reflective of the communities we
serve, and to realise the benefits it can bring to business performance.

e  We’re committed to beingan employerof choicefor all people. Wewant to be at
the forefront of developing talentand enabling all our colleagues to reach their
full potential. We want all employees to bring their full self to the workplace

o  We’lltackleinequality and make a difference forvulnerable and marginalised
groups in our workforce

o We’reimplementing agile and flexible working, encouraging job share methods
that will work for underrepresented groups as wellas supportingmore women in
progressing to senior leadership positions

o We're working withour employees and externalgroups so that everyonein
Scotland has an equal chance of working with us to deliver a safe and accessible

railway

o We'll celebrate diversity and educate ourselves in becoming a truly inclusive
workplace
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e We'llhold our hands up and acknowledge any shortcomings

o We'llfind solutions that will make an impact and result in a genuine change for
all

e We'lllisten to continuously improve our commitmentto diversity and inclusion

e We’re clearwomen, people from Black, Asian and Minority Ethnic backgrounds,
disabled people and lesbian, gay, bi-sexual, trans and queer people areunder-
representedthroughout our organisation and have set ourselvesambitious
targets to moreadequately represent the communities we serve.

Mental Health and Wellbeing

We’re supporting our staff throughinnovative interventions such as providing a range of
webinars, promotingmeetings, creatingsafe spaces for colleagues to meet through our
Friendship Café, and helping managersto recognise, identify, and support staff with
mental health issues. We also have a range of initiatives to support parents working from
home to support home schooling and maintain a regular dialogue on agile workingforall
staff, along withsupporting change to our buildingstockto support greater use of agile
and hybrid working.
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3.11 Network-wide functions

Scope

Scotland’s Railway is a devolved organisationthat aims to deliver the needs and priorities
of our primary funder, the Scottish Government, but withinthis structure, we remain part
of Network Rail as a whole. This provides benefit forScotland by taking advantage of the
purchasing power, economies of scale, and the ability to learn and benefit from
innovative thinkingacross the wider company.

Network-wide function costs continue to provide overall Network Rail support, through
various support teams suchas:

e Route Services—provides essentidl services to support theroutes, regions, and
functionsin deliveringa safe, reliable and efficient rail service. Theseinclude:
supply chain operations to deliverthe logistics, components, and rail and road
fleet that enable maintenance and renewal of therailway;IT services shaping,
building, and running theinformation technology and connectivity services for
the network; telecoms providing nationalfixed and wireless telecommunication
services; shared services for finance and HR, national training provision;
centralised commercial and procurement and engineering services to support
design and development of engineering.

e Technical Authority — defines and discharges network accountabilities for policy,
strategy and the control frameworkin safety, engineering, asset management,
security, health, technology, information management, environment, and
sustainability.

e System Operator-identifies and delivers value across the network and supports
the industry and regions throughcollaborative leadership and coordination,
providing the integrated and assuredtimetables, network and industry

strategies, expert advice,and analysis whichthe industry needs.

e HumanResources - supportsthe business on employee terms and conditions,
rewards, benefits and pensions, performance management and performance
related pay, and graduate and apprenticeshipschemes.
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e  Communications - responsiblefor network-wide communications, establishing
overarching processes forall internal and extemal communications, e xtemal
engagement, and a customer service mindset.

¢ Chief Financial Officer Directorate—team of functions that provide a number
of core services toregions including Capital Delivery Centre of Excellence,
business planning and performance management, regulation management, third
party commitmentsadvice, businessdevelopment supporting, funding,and
financing advice, legal services, group control (accounting services,insurance and
claims management) and property development and services,and retail
management (especidlly in major stations).

The costs of network-wide functions areallocated to Scotlandand are over and above our
‘direct’ expenditure. These allocated costs are an important part of our budgetasthey
deliver activities that support the delivery of outputs in Scotland and also the running of
Network Rail as a whole. They cover both operating and renewals costs and fall intofour
broad categories:

e  Pass through cost: These are chargedto NetworkRail network-wide and cover
itemssuch as costs for electricity for traction (ECAT), property ‘cumulo’ rates,
policing and otherindustry fees.We refundedfor these costs on behdlf of the
industry but recognise we have very little or no control overthem

e Shared Costs: It’s more efficientto manage someactivities at a network level
ratherthan in each of theregions, for example our IT estate, logistics and shared
services. Shared costs alsoinclude significant network-wide investments
proposed for CP7 that will support and provide benefitsto Scotland, for example,
investment in systems by Route Services, System Operator or Technical Authority

e Central Overheads: Central overheadscover the provision of activities such as
Finance, and Legal services

e  Group costs: Group costs cover major one-of f or non-linearitems including
insurance, restructuringaccruals and other provisions.

We aim that the network-wide, central costsare proportionate and deliver value for
money. Thisincludes assuring that the allocation metrics reasonably reflect the benefit to
Scotland,and thatthere are no discrete activities included that do not benefit Scotland.
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We’ve undertaken a detailedreview involving discussions with Network Rail functional
teams throughchallenge panels (forexample System Operator, Technical Authority) so
that we’re confident that the network-wide, central costsincluded in this plan meet this
test but we’ll continuously monitor whether these functions are delivering theirplans and
value for money as we movethrough CP7, as well as how theserelate to delivery of the
priorities of Scottish Ministers.

Priorities for CP7

Within thesefunctions, akey priority for our businessin CP7 is investingin technology as
well as research, development and innovation:

e Technology - The industry Rail Technical Strategy provides a clear vision for the
future railway whichthe development and deployment of new knowledge and
technology will enable. And meeting the challenges of an aging infrastructure,
an aging workforce, competing modes of transport, and climate change will also
require the introduction of newways of working,enabledby the deployment of
new technologies. Particular priorities for CP7 include:

o Decarbonising NetworkRail operations including road fleet, office, and
depot facilities

o Investinginthe Industry Timetabling Technical Strategy (ITTS) to
improve asset data stewardship and address timetable change and
performancerisks by connecting industry timetabling systems witha
modern technology architecture

o Renewandenhance ourIT estateto support digital innovation

o Developmentof coreIntelligent Infrastructure systems which will
improve our predictive asset management capability, monitoring,and
the continued use of data to underpindecision making

e Researchdevelopment and innovation investment — Innovation is critical to
the railway’s future. As Scottish Ministers’ HLOS recognises, continued effective
research development and innovation,and adoption of technology, is essential
to securing competition and innovation withinrail. Research developmentand
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innovation plays a vital role in unlockingopportunities in Scotland’s Railway and
the wider rail sector to improve safety, reduce cost, and achieve net zero, to
improve the customer experience and to deliver a more sustcainable railway
system for future generations.

Financial position

Table 3.17: Allocation of network-wide function Opex costs, £ million

2023/24 prices, £ million CP6 CP7 Change
System Operator 42 43 +1
Route Services 178 231 +52
Technical Authority 31 31 0
Group Property 6 7 +1
Corporate Services 56 45 -11
Group 122 66 -56
Total Functions 435 423 -12

Table 3.18: Allocation of network-wide function Capex, £ million

| 2023/24 prices, £ million | cp6 Cp7 Change
System Operator 21 11 -11
Route Services 228 162 -66
Technical Authority 71 37 -35
Group Property 6 1 -5
Corporate Services 0 0 0
Group -66 -32 +33
Total Functions 261 178 -84
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Table 3.19: Allocation of network-wide function traction electricity, industry costs and
rates (TEICR) costs, £ million

2023/24 prices, £ million CP6 CpP7 Change

System Operator 0 0 0
Route Services 0 0 0
Technical Authority 249 436 +187
Group Property 131 157 +26
Corporate Services 12 26 +14
Group 3 10 +7
Total Functions 395 629 +235
Total Functions excl. EC4AT 152 200 +48

Cost components

Asset out in the tables above,our CP7 plan includes £1,230 million for our network-wide
function costs. Thisis an increase against CP6 expenditure of £139 million. The above
tables exclude EuropeanTrain Control System (ETCS) costs, of which £10 million is
included within our forecast expenditure and also theforecastimpact of inflation
changes from November 2022 to March 2023 OBRrates, forecast as £21 million of an
impact. When TEICR costs are excluded, there’s a £98 million reduction in network-wide
costs allocatedto Scotland. The main elements of the network wide functions are
summarised below, and further information on network-wide costs are availablein the
Function Strategic Business Planspublished on 19th May:

e Route Services: The Route ServicesGB planintends to spend £1,500 million per
annum in CP7 to deliver its activities (of which £1,100 million per annum of this
total will be charged directly to regionsbased on demand). The remainder will
fund national provision of our corporate servicessuch asIT, TelecomServices,
and Infrastructure Monitoring. Expenditure net of recharges to theregionsin
CP7isexpectedtoincrease compared withCP6 due tothe following key areas:

o Increaseinleasingcostsfor delivery of keyimprovementsin
infrastructure monitoring. This is a change to our delivery mechanism
which willincrease our operational expenditure but drive an overall
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efficiency for Route Services in capital expenditure and will deliver safer
and more efficient collection and analysisof data on our assets.

o Additional IT costs dueto a combination of IT estate growth due to the
increasing digitisation of servicesand specific cost pressures within the
ITindustry.

Technical Authority: Our Technical Authority plan is based on CP6 exit
resourcing level and includes the recentinsourcing of occupational health.Key
activities including providing technical support to our regionsand national
functions on asset management activities and standards, providing guidance on
the delivery of key environmental and sustainability objectives,as well as
providing broader supportto the business on safety, health and wellbeing.

System Operator: Our System Operatorplan is based on the resourcing level
following the implementation of Modernising Management. It also includes
funding for key programmes such as 21t Century Operations, which isa
programme to improve careerdevelopment opportunities for our operational
staff and provide additional training, so they have therequired skills to manage
the operations of asafe and reliable railway. Other key programmes include the
Weather Risk Task Force whichis undertakingcritical work to improve our
understanding of theimpact of extreme weather and climate change on our
network and the operational interventions that need to be introducedto
continue to run asafe and reliable railway.

Human Resources: Our plan includesthe continuation of our business-as-usual
HR activities. Our Human Resourcesplanincludes a 2 % annual efficiency, which
will primarily be delivered throughreductionsin third party costs (e.g.
subscriptions,administration of healthcare and pension schemes and reward and
benefit offeringsas well as professional consultancy advice).

Communications: Our plan includes the continuationof our business-as-usual
communications activities (e.g.externdl affairs and media relations), alongside
specific third-party support (e.g. campaigns and brand development). CP7
assumes no changeto resourcinglevels and maintains staff costs at FY24 levels

CFO Directorate: Our plan includes the continuation of our business-as-usual
finance activities. Staff costsand staff countis keptat CP6 exitlevels.Our
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property functionplans to achieve efficiencies in CP7 through our workplace
accommodation strategy.
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3.12 Income Financial position
The table below, shows the overall income forecasts for CP7 based on the assumptions
Scope described in the rest of this section. Comparisons between CP6 and CP7 are difficult,

Network Rail receives income from: given the impactthat COVID-19 has had on both traffic levels and passenger numbers.

e Governmentgrants— network grants are agreed with Transport Scotland through
the periodic review, in lieu of accesscharges

e Accesscharges paid by train operatorsfor using our infrastructure, including
track, stations,and depots, and charges for tractionelectricity

e Othercommerdalincome,whichislargely from property rental and property
sales.

The commercial incomeis deducted from the costs of running therailway to leave a net
income requirement. Higher commercial income reduces the need for taxpayer
contribution, so we’ve worked hard to maximise recovery post-COVID-19.

The net requirement comprises the government grant along with access charges, which
are based on assumptions about the number and types of trains that will operate over
the five years of the business planning period. It’s possible our access chargeincome will
be higher orlower than forecast if these assumptions are not correct.

Priorities for CP7

COVID-19 has significantly impacted ourincome during CP6. We've seenreducedincome
across property, station retail and car parking, and track access charges, some of which
were aresult of decisions Network Rail took acrossthe UK, for example, in temporarily
reducing rents, to protect thelong-termfinancial sustainability of tenants. The impact of
COVID-19 on ourincome, particularly property income, is expected tobe felt throughout
CP6andinto CP7, with the passengertrain miles assumed tobe less thanpre-COVID-19
levels by the end of CP6.

Scotland’s commercialincome is relatively smallin comparison to other parts of
Scotland’s Railway, but we’ll strive to maximise every opportunity, whether in raising
existing income levelsor realising one-of f capital receiptsfrom the sale of land, property,
orother assets, to help with reducing the net cost of the railway in CP7.
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Table 3.20: Summary of Scotland CP7 income, £ million

£ million in 2023/24 prices

Governmentgrants

Network grant 2,503 3,515 +1,012
Track access charges

Passenger fixed track access charges 1,674 669 -1,015
Passenger variable access charges 158 179 +21
Schedule 4 access charge supplement 73 75 +2
Schedule4and 8 -253 -82 +171
Freight track access charges 15 18 +3
Open accessincome 2 1 1
Stations and depots 296 294 -2
Electricity for Traction (ECAT) 243 429 +186
Other commercialincome

Property income 85 85

Other (including Train Operating Companies (TOC) 2 3 +1
insurance premiums)

Total 4,796 5,185 +389

Total Scotland CP7 income from access charges and other commercial income, excluding
any assumed network grant, is forecast at £1,582 million in 2023/24 prices. The high-level
breakdown is summarisedin table 3.20.Please note that the Schedule 8 forecast is
assumed to be zero as the performance benchmarks are still to be agreed.
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Government grants and fixed track access charges

Historically,alarge proportionof ourincome (87 % ) comes from network grants directly
from Transport Scotland and fromtrain operators via fixed track access charges (FTAC).
Intheir Statement of Funding Available (SoFA), Scottish Ministers have quoted asingle
figure (£4,200 million) over the five yearsto cover both network grantsand FTAC. The
£4,200 million figure represents the nominal value of the funds available and hasn’t been
adjusted for the expectedvalue of inflation. It therefore doesn’t sum to the total of the
network grant and fixed track access chargesin table 3.20.

Transport Scotlandhave indicated they would like toshift this splitto more closely align
to Network Rail in England and Wadles, who receive a greater proportionof its funding
through the network grant. Although this wouldhave noimpact on the expected real
value of income at this stage, it would expose Scotland’s Railway to a higher degree of
inflation risk than previously as income fromfixed track access chargesis index-linked to
inflation. Thisis discussedfurtherin the risk fund section in Chapter 4. For planning
purposes, we'veassumedthat the splitbetweenthese twosources of incomeis now
84% /16 % inrelation to networkgrant and FTACrespectively.

External income and impact on net funding requirement

InScotland, most of ourincome comes throughnetworkgrant payments from Transport
Scotland orfromaccess charges paid by passenger train operators contracted by
Transport Scotland. However,a small proportion of ourincome comes fromexterndl
sources like freight operators, open access passenger operators,and property income.
This ‘external’ income reduces the netfunding required for our CP7 plans provided
through the SoFA.

Table 3.21 below provides a high-level breakdown of externalincome. Total CP7 external
income is forecast to be £104 million (in 2023/24 prices) for Scotland.

Table 3.21: Scotland CP7 assumptions for external income, £ million

£ million ‘ CP6 ‘ CcpP7
Freight track access charges 15 18
Open accessincome 2 1
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Propertyincome 67 78

Group property income 18 7

Total 102 104
Property

During CP6, we’ve changedthe way we manage our property assets. We’ve devolved
property from a network-wide functionto a mostly devolved model, as part of our Putting
Passengers and Freight First programme.In September 2020, we established Scotland’s
property team, supported by a smaller national Group Property team. Group Property
provides services and activities tothe regions,as well as deliveringsome activities
centrally for reasons of added value, cost efficiency and consistency. We made this
change to better align theteams to local objectives and developstrategies that put
passengers and freight users first. We're doing this by optimising the use of operational
land, generating capitalreceipts to reinvest in the railway, creating economic
opportunities for small and mediumenterprises, releasing land for newhomes, and
improving conditions and accessfor railway staff.

CP7 third-party funding

As part of the Open for Business programme, we're focused on attracting third-party
funding into Scotland’s Railway. For these purposes, we definedthird-party funding as
any funding which needs tobe attracted into Scotland’s Railway whichwould not
otherwise have been allocated to railway projects. It includes investment fromthe private
sector, locdl government, city deals and other parts of the Scottish Government.

In CP6, there’s a broad mix of projects, however, the focus tends to be on enhancements
rather than operations, maintenance,and renewals.

We have similarambitionsfor third-party funding in CP7 and this is currently being
developed. Givenour growing expertisein this area, we’d have looked to increase our
target for CP7 butthe current challengingfinancial conditions within government, and
the economy more broadly, likely make this challenging, at least at this stagein the
development of our plan.
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We’re continuously exploring the potential to secure third-party investment to support
delivery of our core plans.However, even where value for money opportunities exist, there
are often challenges to securing an of f-balance sheet treatment for such projects.
Without this,while such projects may deliver affordability benefits, they still require
budgetary spending cover fromthe government. Therefore, while we’ll continue to seek
to maximise the benefits of third-party funding in CP7,we can’tassumewe’llbe ableto
reduce our CP7 funding requirements as a result.

We haven't,therefore, included a specificvalue of third-party funding for CP7 in our plan
at this time but would welcomefurther discussions with Transport Scotland and ORR
about the opportunities we might explore and the associated budgetary implications.

Assumptions

We've set outbelowthe key assumptions that underpin our high-level income forecasts
from our baseline. We'veidentified assumptionsfor access chargesand property income,
with the former dependent on trafficvolumes and payment rates,and the latter more
affectedbyfootfall and opportunities for asset sales.

Given the uncertainty of demand recovery from the pandemic, it’s difficult to project
demand over CP7,so these assumptions need tobe treated with a degree of cautionat
this stage. Asdemand recovery continues, we’ll take account of the latest analysis of
passenger demand. For example, thelatest forecast of passenger footfall is that it will
returnto 75 % of pre-pandemiclevelsby the end of CP6.

The table belowsets out the underlying assumption for our CP7 access charges forecast.
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Table 3.22: CP7 assumptions for access charges forecast

| Category

Access charges

Assumptions

Franchised passenger track
access charges (Variable
Usage Charge (VUC),
Electrification Asset Usage
Charge (EAUQ))

Based on 2023/24rates and flexedfor forecast changes
in traffic.

Schedule 4 Access Charge
Supplement

Applied CP6 ACS rates but flexedtheforecast for
changesinthe level of renewdls activity.

Freight trackaccess
charges

Based on CP6 Year 5 rates and flexed for projected
changesinfreight traffic.

Passenger open access
track accesscharges

Based on CP6 Year 5 rates and includesincome from
Lumo open access services.

Stations and depots:
station long-term charge,
stations lease, Qudlifying
Expenditure (QX) income
and depots

Station lease and depots based on CP6 year 5 charge,
flexed for changesin activity. Station QXbased on CP6
agreementsforrecovery of costs.

Electricity for Traction
(ECAT)

CP7 costs are based on trafficforecasts provided by train
operators and latest price forecasts fromour energy
supplier. Our plan assumes traction electricity costsare
fullyrecovered from trainoperators. There’s currently
significant volatility in energy price forecasts, so we
expect our ECAT forecast to vary overthe next 12
months as we move towards our delivery plan. Whilst
EC4Tisa pass through, it impacts on our financial
position, so we’ll continue to work closely on with train
and freight operators on ECA4T forecasting and
management.

SCOTLAND'S RAILWAY
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3.13 Industry costs and rates

While not part of operations, maintenance, and support costs, the purpose of this section
is to provide a brief overview of what has been included in our CP7 submission for
industry costs and rates. These costs are largely outside of our control and dependent on
government valuations (for example, cumulorates) or the costs of otherindustry
participants,including Rail Safety and Standards Board and the Office of Rail and Road.

Our CP7 submission includesforecast industry costs and ratesof £201 million over the
control period,an increase of 28 % comparedwith CP6 levels. As highlighted by table
3.38, thisincrease is predominantly drivenby an assumed increasein cumulo rates. While
the result of the nextrevaluation effectivefrom 2023/24is not yet agreedwith the
Valuation Office Agency,our forecasts areinformedby our understandingof thelikely
outcome. We'vealso assumeda 15 % increase for the revaluation effective from
2027/28. The allocationof ORR costs has also been updated in CP7,which hasled to an
increase in ORR costs attributed to Scotland’s Railway.

A summary of forecastindustry costs and ratesis provided in table 3.38. It should be
noted that Electricity for Traction (ECA4T) costs to Scotland’s Railway are offsetby an
equal amountof ECA4T chargesincome, as set out in Section 3.9, albeit there would be an
increase in totalindustry costs through the costs to the train operators paying EC4T
charges. In addition, the British Transport Police (BTP) costs are funded separately
through a different grant mechanism and not included as part of the overall Scotland’s
Railway costs fundedthrough the SoFA.

Table 3.23: Summary of forecast industry costs and rates in CP7, £ million

| Costs | CP6 cp7
Property cumulo rates 134 167
Rail Safety and Standards Board 6 7
ORR 12 26
Total (less ECAT) 152 200
ECAT 243 429
Total 395 629
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Responsibility forecast now includes lower levels of forecast deflation in only one year of

4. Our consolidated financials the Control Period.

4.1 Statement of Funds Available for CP7

The SoFA sets out one number — the assumedoperations, support, maintenance, and
renewals netexpenditurein CP7 for Scotland, of £4,200 million (excluding variable
income and traction electricity (EC4T) costs and income). The £4,200 millionfigure
represents the nominalvalue of the funds available and hasn’tbeen adjusted for the
expected value of inflation. It therefore does not sum to the total of the network grant
and fixed track access charges in table 4.1 below. This is the value for projected fixed
track accesscharges (FTAC) and networkgrant payments from Transport Scotlandin
CP7,in nominal prices. The balance betweenfixedtrack access costs and network grant
paymentsis still to be agreed through ORR’s draft and Final Determination process, and
as noted above, is currently based on an assumption that they’ll be in line with the
England/Wales proportions, which would be a change fromthe CP6 allocations.

There’s, as of yet, no definedprofile of spend acrossCP7, which will be subjectto the
outcome of ORR’s periodicreview process and ongoing discussions with Transport
Scotland and ORR. In addition, The SoFA doesn’t include provision for railway
enhancement projects, which will be subject to separate decision-making by Scottish
Ministers.

In cashterms, for the five years of CP6,our forecastincome via fixed track access charges
and network grant receiptsis £3,767 million. On a like-for-like basis for CP7, the SoFA sets
out that we’ll receive £4,200million for our operations, support, maintenance, and
renewals netexpenditure.Both the CP6 and CP7 values exclude EC4T and British
Transport Police costs.

Inrealterms (2023/24 prices,based on Office for Budget Responsibility’s November
2022 CPIforecast), and excluding ECA4T, our CP6 fundingrequirement is £4,200 million.
The SoFA level of fundingis therefore broadly in line with CP6.

The SoFA is expressed in cash/nominalterms and the annual breakdown of the
November 2022 Office for Budget Responsibility forecast includes twoyears of the
Control Periodwhich are subject to forecast deflation, which complicates the projected
impact of inflation on our plans. The updatedMarch 2023 Office forBudget
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4.2 Our financial overview

We acknowledge that,in challengingfinancial circumstances, the Scottish Government
has reflected its ambition for the railway by protecting the funding available to
Scotland’s Railway in the next five years. However, it’s important to recognise that
difficult choices stillneedto be made. This is for a number of reasons, including that more
assetswere plannedforrenewalin the nextfive years than in the cument funding period;
the impact of climate changeisimpacting thereliability of our assets, drivingthe need
forfurtherinvestment;and some works have been deferredfrom this fundingperiod asa
result of COVID-19 and other reasons.

Within a challenging funding environment, we’ve focused on developing an efficient
business plan that will deliver a safe and reliable railway. This has meant prioritising
activity that will support greater resilience of the network during extreme weatherevents,
as well as focusing onimproving our performance so that more trains arrive on time.

We’ve developeda five-yearbusiness plan to cover our operations, support, maintenance,
and renewals costs between April 2024 and March 2029. In recognition of the financial
environment and our belief we can be a more efficient and better performing
organisation in the future, we’ve developed a business plan that delivers value for money
forour stakeholders and customers. In total, our StrategicBusiness Plan is estimated to
cost atotal of £4,756 million in real terms. This is made up of the £4,200 millionfunding
from the Scottish Government and £556 million from forecast variable income streams.

The purpose of this section is to set out the headline financials for the core elements of
our plan, aswell as our approach to inflation and input prices.

Financial tables

All figures shown are in £ million in 2023/24 prices, inclusive of input price inflation,
headwinds, and efficiencies. Please note, there was £329 million of risk provisions at the
start of CP6, which has been utilisedduring the course of the control period.

BETTER IN THE ™

Table 4.1: Strategic Business Plan expenditure, £ million

SCOTLAND'S RAILWAY

£ million CP6 CP7 CP6 CP7 CP6 CP7
Operations 354 419 0 0 354 419
Maintenance 1,019 1,045 0 62 1,019 1,107
Support 116 116 435 359 551 475
Industry costs and 0 0 152 201 152 201
rates

Electricity for

oction (yEc . 0 0 243 429 243 429
Total operating

expenditure (exd. 1,489 1,580 830 1,050 2,319 2,630
ECAT)

Renewals 2,150 1,914 67 12 2,217 1,926
Other capital 56 68 194 168 250 236
expenditure

Total capital 2,207 | 1,982 261 180| 2467 | 2,162
expenditure

ETCS enablers 0 0 0 10 0 10
Risk provisions 10 301 0 0 10 301
Inflation and pay

adjustmentsto 0 61 0 21 0 82
March 2023 OBR

Total expenditure 3,705 3,924 1,091 1,261 4,796 5,185
Total expenditure

less 3,705 3,924 848 832 4,553 4,756

ECAT
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Table 4.2: Strategic Business Plan income, £ million
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Table 4.3: Strategic Business Plan net expenditure, £ million

AllOCO

£ million (Post Efficient) CP6 CpP7 CP6 CpP7 CP6 CP7
forafexpenditureless | 3705 | 3924| 8us| 832| 4553 | 4756
TotalincomelessEC4T | -1,990 | -2,345| -2,563 | -2,410| -4,553 | -4,756
Net expenditure less

EC4T 1,715 1,579 -1,715| -1,579 0 0

£ million CP6 CpP7 CP6 CpP7 CP6 CpP7
Passenger access

charges (VUC, -128 -127 -30 -52 -158 -179
EAUC)

Stations and

depots: station

LTC, stations -296 -294 0 0 -296 -294
lease, QXand

depots

Freight and open

access track -17 -19 0 0 -17 -19
access charges

Electricity for 0 o| -263| -a29| 263|429
Traction (ECAT)

Property and 67|  -81 18 7| -85 88
otherincome

Schedule 4 access

charge -46 -50 -27 -25 -73 -75
supplement

Schedule4and 8 238 57 15 26 253 83
Fixedtrackaccess | 4 67, | 669 0 o| -1674| -669
charges

Network grant 0 0 -2,503 -3,515 -2,503 -3,515
Totalincome -1,990 -2,345 -2,806 -2,839 -4,795 -5,185
Totalincomeless | 1999 .2345| -2563| -2410| -4553| -4756

EC4T
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4.3 Efficiency programme

This section addresses the following Scottish Ministers’ HLOS requirements:

FLOS references

Delivering efficiency 3.41 (delivering efficiency)

Scope

Asa public body, a substantial proportionof the fundingfor Scotland’s Railway comes
from taxpayers. We’ve beenentrustedwith publicmoney and have a responsibility to
spend it wisely and work more efficiently to deliver the best value possible . Pressures on
public finances throughout the pandemic havereinforced the need to increase efficiency
to help drive down the net cost of therailway.

Background

Through CP6 we’ve continued to drive efficiency in how we deliver our services. We now
seek to build on that foundationwith a challenging and ambitious efficiency programme
toreflectthefinancial challenges and pressure on public funding.

In CP7 we’re targeting a further £380 million of efficiencies within our operations,
support, maintenance and renewals expenditure in Scotland’s Railway. By the end of CP7,
we expect thedelivery of our controllable operations,support and maintenance costs to
be 10 % more efficient thanat the end of CP6,and our renewalsto be 15 % more
efficient.

What our funders and stakeholders want

Ourresponsibility to reduce costs to government and increase the efficiency of
operations,asset maintenance and capital investment, is reflected in the HLOS forCP7.
Additionally, our passenger research showsthat value for money continues to be a high
priority. Efficiency acrossthe whole industry, with track and train working more closely

SCOTLAND'S RAILWAY
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together, is essential to provide better value for money for passengers and freight
customers.

A strong culture Benchmarking Efficiency and A robust
Greater cost of (-T’ffloenFy . t.o dr!ve pr.oduct|V|ty approach.to
- ) and innovation  efficiencies and gains through commercial
efficiencyin ) . . L
cP7 inthe railway a better rail reform and practices in
over CP7 and understanding industry contracting and
beyond of costs cooperation delivering work

Our CP7 efficiency objectives

Our strategic objectives build on our strongdelivery of efficienciesin CP6. We have
set ourselves ambitiousand stretching efficiency targets:

e Deliver10% efficiency on operational expenditure
e Deliver15% efficiency on capital expenditure

e Scotland’s Railway will assist operators in enabling wider industry be nefits

Ourstrategy for delivery of efficiency in CP7 can be summarised across four key areas:

e Supporting the creation of a more unified industry. Driving aligned and
connected ways of working and using an improvedunderstandingof whole-
industry costs to make more efficient decisions and improve these ways of
working, includingsmarter access decisions, tackling joint industry opportunities
across our property portfolio

e Smarter and more efficientways of working with our supply chain and
development of more agile client models and deeper alliances to drive win-
win commercial relationships. We’ll harness the benefits of innovative
partnerships

e Transforming our capital delivery capability through widespread use of our
Project SPEED and PACE principles to cut the time and cost of delivery. A new,
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streamlined projectlife cycle framework, which will leverage the advantages of Figure 4.1: Efficiency delivery over CP6 and CP7
our devolved organisation to provide theright tools and mindset to drive value
900 100%
¢ Mitigating the impact of a challenging financial climate and the effect of
inflation on our cost base. This includes smarter, more aligned commercial 800
approaches and continuing to develop a modernised approachto workforce pay. 200 95%
Table 4.4: Summary of CP7 efficiency targets 600 90%
| £million | 2024/25 2025/26| 2026/27| 2027/28 2028/29|  Total C
o 500
13 24 28 33 39 136 = B 85 %
Opex € Lo0
3.8% 6.6 % 7.6% 8.8% 10.0% 7.4% “
18 4t 55 60 65 243 300 80%
Renewals 200
4.4% 10.0% 12.4% 14.5% 15.0% 11.3% 75 %
31 68 83 93 104 380 100
Total N
41% 8.5% 10.2% 11.8% 12.6% 9.5% 0 70%
= [ — o~ o ~T [Te} [Le} M~ o (=]
Note: numbers may not sum due to rounding o S S g 3 3 5 g 3 N S
, . ¢ z & ¢ g ¢ g g ¢ & 8
Intotal, overthe course of thetenyears of CP6 and CP7, we’llhave driven robust, o ~ ~ ~ ~ ~ ~ ~ ~ ~ ~
sustainable efficiencies that will have reduced the costs of runningthe railway by 22 % .
m CP6  mmmm CPY % (RHS)

Thisreduction in costs is shown by the greyline in figure 4.1 below. In reducing costs by
22 % ,we’llhave delivered over £778 million of cumulative savings for taxpayers and
farepayers, which is shown by the blue (CP6) and orange (CP7) barsin figure 4.1.

CP7 efficiency programme

Asour CP7 targets depend uponachievingadditional efficiencies, with many
opportunities already enabled in previous control periods, the scale of the efficiency
challengerequired is ambitious and will require a more transformative approach.

We’re therefore developing an efficiency programme for CP7 that will be delivered
through a combination of incremental improvements and a series of step-changes, to
take advantage of further opportunities for modernisation.

The incremental part of our efficiency programme forms approximately half of the
overall efficiency target for CP7. Our path to achieving those efficiencies is well
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developed, with specificactivitiesidentified and included in our functional and asset level
plans.

These initiatives are describedin greater detail in the applicable part of this document —
maintenance, operations,support,and asset-level renewals sections in Chapter 3.

The majority of ourincremental efficiencies will be managedthrough established
management and govemance arrangements, with targets incorporated into cost centre
budgets, tracked through periodicreviews, and monitored throughour ‘Fishbone’
efficiency reporting framework.

Around £184 million of our CP7 efficiency target requires initiatives of a more
transformative nature, typically impacting more than one functiondl area and requiringa
programme management approachto coordinate and implement the business changes
that enable benefits.

We've developeda Net Cost (of the railway as a whole) reduction programme of projects,
grouped under six thematic workstreams, with each workstream employing similar
capabilities.

The six delivery workstreams identified are summarised in the following table:

Figure 4.2: Six delivery workstreams

Transformation Programme Delivery — proposed workstreams

Capability
improvement

Harnessing

Market-led planning T

Optimised contracts,
procurement & access
strategies

Streamlined
operating model

Robust governance &
reporting

Further work is ongoing to refine and validate the opportunities identifiedunder each
workstream.
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Our CP7 efficiency plans include:
Market-led planning

ForScotland’s Railway, being market-led is defined by the following principles:

1. Establishing strategic corridorsacross Scotlandthrough driverssuch as
socioeconomic, commercial and sustainability.

2. Utilising drivers to supportand informall investment decisions across our assets.

3. Developing collaborative,integrated plans across our business functions and with
the wider rail business in Scotland.

The key initiatives under this workstream include:

e Market-ledcorridor output specification

e Value-based investment prioritisation

e  Outcome-based specifications

e Industry-level profitand loss focus

e Multidisciplinary project development

e Geographicand work-type bundling,including integrationwith enhancements.
Capability improvement

We’ll develop our asset management capability to align to the planningapproach and
are undertaking a capability assessment and defining a target state to determine
initiatives and opportunities.In order to embed market-ledplanning, we’ve identified the
need to make changes to various elements of our processes, organisation, technology and
information and culture.

This comprises two key themes; training to develop our organisational capability and
investing in process improvement to drive efficiency.

The key initiatives under this workstream include:
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e Asset management capability development
e Increased application of standardised design
e Agile principles.

Harnessing technology

We’ll adopt new technology to improve processes and drive efficiency improvement
through better management of assets. This comprisesboth collecting and managing new
data as well as harnessing existing datato enable better decisions.

The key initiatives under this workstream include:
e Remote condition monitoring
e Sharedsurveydataplatform
o Safer, fasterisolations (automating)
e Traffic management systemsto improve trainservice delivery
e Nationalinitiatives (including intelligent infrastructure)
¢ Digital, InformationManagement,and Asset DataStrategies.

Robust governance and reporting

Streamlining governance processes will enable us to improve efficiency and drive cost out
of the business through improving the design assurance process, redesigning the financicl
approvals process, and developinga single reporting platformto remove duplication and

consolidate activities.

The key initiatives under this workstream include:
e Engineeringdesign assurance process revision
e  Streamlining financial authority processes

e Single reporting platfor, including insights and analytics.

SCOTLAND'S RAILWAY
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Optimised contracts, procurement and access strategies

Optimised contracts, procurement and access across the railway will enable us to drive
efficiency improvement through leveragingeconomiesof scale and appropriately
packaging works. Thisincludes a clear and consistent approachto contractingand how to
deliver, developinga tailored access strategy to capture,integrate and optimise the
strategic disruptive access requirement across Scotland’s Railway. This will drive industry-
wide efficiencies by developinga frameworkimpacting cost, schedule, risk, safety and lost
opportunities.

The key initiatives under this workstream include:
e Tailored access strategy
e Decision Impact Assessment Model
e  Bulk purchase of commodities
e De-vegetation programmes
e Consolidated land and consents strategy.
Streamlining the operating model

A streamlinedoperatingmodel that develops an effective organisational structure for the
railway in Scotland as awhole is a key part of our efficiency programme. This means
looking beyond our own organisationand workingin a more collaborative and integrated
manner, particularly with ScotRail Trains. We’llincorporate new ways of workingto
streamline processes, delivery,and reduce the cost to delivercapital works.

The key initiatives under this workstream include:
e Optimise our delivery model
e Greateruseof the ‘High Street’ working environment
e Strategicproperty opportunities

e Track renewalsoptimisation.
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Other enablers

We’ll continue to workwith network-wide functions, including Route Services and
Technical Authority, to identify and implement opportunitiesfrom network-wide led
programmes, as well as research, development, and innovationactivities.

Track and train working together is a key enabler for our CP7 efficiencies, not simply
through changes to theindustry, but through a more collaborative mindset which
considers whole-industry cost and seeks to make smarter decisions with better
information on their overall financial impact.

Our efficiency plansfor CP7 will continue tobe planned and managed through our
establishedFishbone efficiency measurement framework, clearly communicatingwhere
the opportunities for efficiency will be found and delivered.

SCOTLAND'S RAILWAY

BETTER IN THE MAKING

Scotland’s Railway — OFFICIAL — SENSITIVE

Page 128



OFFICIAL - SENSITIVE

Our StrategicBusiness Plan for Scotland’s Railway
4.4 Management of risk and uncertainty

Introduction

This section provides an assessment of the financial risk and uncertainty Scotland’s
Railway facesin CP7, together with a comparison of our proposed level of risk funding
against our main drivers of uncertainty.

What are the benefits of a structured and proactive approach to
managing financial risk?

Assessing financial risk and establishing appropriate arrangements to manage it is a
significant topicfor every periodicreview,as it is in every requlated company. Network
Rail differs from other regulated companies in two main ways. Firstly, the majority of our
fundingis set in cash terms, meaning we bear inflationrisk, or benefit fromlower
inflation compared to forecast, during the control period. Secondly, as a public sector
arms-length body, we have no recourse to private capital (equity or debt) in the face of
more challenging financial circumstances.

Our experience has also shown circumstances during a control period can vary
significantly fromoriginalexpectations. This can be dueto eventslike storms, floods,
landslides, industrialaction, and other factors where it does not make sense to planor
lock in all funding at the outset, and where thereis no efficient insurance market. There
are also performance factors such as train disruption and access restrictions that can
have cost implications but cannot be planned intothe base business plans without
creating planning slack, unless adequately controlled.

Use of the risk fund in CP6

Aninitial risk fund of £329 million was set aside for CP6. Our most recent analysis of the
use of CP6risk funding, updated for Period 9 of 2022/23, forecasts Scotland’s Railway will
utilise £545 million of risk fundingin CP6 compared to the £329 million set aside for CP6
foractivitiesthat weren’t in the original business plan. This includes the disproportionate
impact from the global COVID-19 pandemic, which resulted in a net cost of £100 million
for Scotland’s Railway.

Figure 4.4 shows as at RFIFY23, we’veused £535 million risk funds in CP6,with theinitial
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fundincreased primarily throughdeferred works.
Figure 4.4: Use of CP6 risk fundingin cash prices
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The use of the risk fund has effectively been supplemented by additional contributions,
including deferred renewadls, reductions in businessrates and central charges, inflationary
increases in variableincome and workforce reform efficiencies.

Analysis of the use of CP6 risk funding has identified the following main categories, or
drivers, of unplanned costs:

e COVID-19
e Scope changes

e Weathereventsand resilience
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e Unachieved efficiencies,a large component of which is due to delivering a
reduced volume of renewals

o Disruptive events (Schedule 4 and 8)
e Inflation.

In addition to the main drivers listed above, there are a broader range of individual lower
value items in our analysis totalling around £150 million.

Improvements in managing risk in CP6

Overthe course of CP6, we’ve madeimprovements in the record-keeping, transparency,
and routine reporting of our use of therisk fund. This has improved the shared
understanding of the nature and impact of risks we face. Improvedanalysis and reporting
have been further supplemented in CP6 by includingan enhanced assessment of
emerging risks and opportunities not yet sufficiently crystallisedto be includedin our
forecast.

Key drivers of risk in CP7

We’ve identified the main drivers of risk and uncertainty we expect to face during the
next control period. Theseinclude theimpact of abnormal or extreme weather and other
serious incidents, potential costs fromthe performance regime (Schedule 8), higherthan
forecast inflation, and the risk of missingour stretching forecast efficiencies. Based on our
high-levelassessment of eachof these key drivers,we assessthat in total these drivers of
risk could lead to around £250 millionof additional costin CP7. Table 4.5 summarises the
main risk drivers and provides an approximate financial impactif that risk materialised in
CP7.

Table 4.5: Drivers of CP7 financial uncertainty

Indicative value

Description

Inflation and
input prices

Inflationin CP7 is materially Around £70 million, based on the

higherthan assumed in the SoFA, | difference betweeninflation

leading to higher costs assumptions usedin this plan
and the higher, May 2023 Bank
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Description

Indicative value

of England forecast. Noting this
could be even higher if inflation
remains stubbornly high across
CP7

Train
performance and
Schedule 8

Train performanceis lower than
forecast and/or ORR set
unrealistic performanceregime
(Schedule 8) benchmarks.
Alongside reputational risk there
is afinancial consequence
through Schedule 8

Around £50 million Schedule 8
costsif performance isinline
with CP6

Efficiency

Efficiency plans notdeliveredin
full. Opex efficiencies targeted are
10% by the end of CP7 (£136
million) and capex 15 % by the
end of CP7 (£243 million) over
Cp7

Around £60 million if efficiencies
are 2% lower than plan

Weather
resilienceand
climate change

Weatherrelatedincidents cause
high levels of service disruption,
cost (asset repair,Schedule 8),
and reputational impact

Costsassumed captured in other
linesinthistable

Workforce reform

Objectives not achieved (given
initial aims on maintenance
modernisation in CP6) with
adverse impacton delivery,
cost/efficiencies, and industrial
relations

Around £15 million based on
delivering less than half of the
benefits

Safety

Unanticipatedsafety issues arise
in CP7 that we haveto divert
funding towards — for additional
Opex/capex

Around £25 million for potenticl
additional Opex/capex (including
any ‘task force’) or standards
changes driven by ORR - based
on CP6 experience
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Indicative value

CP6 exit Failure to exit CP6 as planned Around £10 million for
(e.g.maintenance backlog,train | additional Schedule 8 and
performance) puts extra pressure | maintenance (impact from CP6
into CP7 plans (financialand feedinginto CP7)

Description

outputs)
Rail industry Funding, outputs,and wider Captured by otherlines, for
transition regulatory frameworkdecisions in| example, train performance if

PR23 hinder the smooth impact on operational
transition of NetworkRail in temns| performance; efficiencies

of regulatory obligations for become more challenging to
infrastructure achieve; and reputationalimpact
if it leads to delays in transition

Inflation assumptions

Historically, NetworkRail’s requlated charges and govemment grants were adjusted for
outturninflation in each year of a control period. This is the conventional approachtaken
by most economicregulators, which recognises organisations have limited control of the
price inflationthey face. However, following the reclassification of NetworkRail in 2014,
around two thirds of ourincomeis fixed in cash prices through the SoFA, the remainder
being index linked, principdlly through theincome we receive from passenger and freight
train track access contracts. This approach means we’re exposed to financial risk during
the control period if inflationis materially higher than the forecast used when the SoFA is
set. The converseis we would make a windfallgain if, all other thingsequal, inflation was
materially lower thanassumed.

To give a sense of scale of inflation risk, we estimate that where annudl inflationis one
percentage point higherin each yearof CP7 than forecast, thisequates to higher cash
costs, orafurther efficiency stretch, of around £100 million over the five years of our
plan.

The SoFA used Officefor Budget Responsibility inflationforecasts from November2022.
These forecasts were producedalongside the Chancellor's Autumn Statement for the UK
Governmentduring a period of significant economic uncertainty towards the end of
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2022. Office for Budget Responsibility November 2022 forecastssuggested inflation at
the start of CP7 (i.e.in 2024/25 and 2025/26) will be negative,meaning general prices in
the economy would fall. This was a material change from Bank of Englandforecasts
during 2022. Using Office for Budget Responsibility’s November 2022 inflation forecasts
to calculate SoFA funding had the effect of reducing our cash funding settlement by
£171min cash prices compared to using the Bank of England’s November 2022 forecast,
which was published just before the autumn statement.

The Bank of England’s May 2023 forecast suggests that inflation won’t fall as low as
Office for Budget Responsibility predictedin November. Given the short period of time
before thefinalisation of our plan, we'vebeen unableto fully assess theimpact of the
latest Bank of England forecasts on our detailed plans. However, based on our high-level
analysis, we estimate theimpact on our costs, net of income, would be an additional £70
million if the latest Bank of England forecast is a more accurate reflectionof CP7
inflation.

We’ll continue to update our plan to reflect the latest view of inflation to understand the
scale of anyfunding gap and implications for our risk management approach and CP7
plan.

Our assessment of risk in the CP7 plan

Ouroverall CP7 plan reflects the best estimate of the cost of delivering the outputs we set
outinourindividual plans, and the incomewe expect toreceive. We'vealso estimated
the additional level of risk funding requiredto increase the likelihood of deliveringthe
outputsto 50 % (P50) and 80 % (P80) confidence levels. To achieve this,we’ve
undertaken a Monte Carlostyle simulationanalysis of our Strategic Business Plan against
a number of risk factors.

Overall, our scenario ranges fallwithin the same parameters modelled by other parts of
Network Rail. However, due to the constrained financial nature of our business plan, the
scenarios modelled includerelatively few upside or ‘high’ projections and therefore the
spread of scenarios is more weighted towards downside or ‘low’ projections.

This outlook is because our plan:

e Adoptsan affordability-drivenapproach to renewdls investment, prioritising the
highest safety and reliability related projects, to limit the costsin the next five-
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year period. Therefore, there’s very little or no opportunity to defer planned
renewals to free up any additional funding

e Assumesanambitious efficiency programme of £380 million witha high level of
dependency on our ability to achieve step-change and with less scope to deliver
efficiencies dueto lower volumes

e Adoptsanapproachinits design and development to do only whatis absolutely
necessary, with few, if any, ‘discretionary’ activities that couldbe easily deferred
or further pared back

e Ismorelikelyto continueto be disproportionallyimpacted by climate change
and weather-relatedevents.

Ourrisk funding as Scotland’s Railway is also not ‘pooled’ with the other Network Rail
regions in England and Wales, so it’s unable to benefit from the portfolio effect of
‘spreading’ or sharing risk across a much largerbusiness.

Based on the modelling undertaken to date, arisk fund of £301 million wouldequatetoa
around P50 plan, includingthe inflation risk between Office for Budget Responsibility and
Bank of England projections.

A P80 plan, or 80 % probability of successfully delivering the plan, would require a risk
fund of between £263 million excdluding inflation risk and £465 million includinginflation
risk.

Input prices

Ourforecastsof CPI inflation are important, but the basket of goods and services that
Network Rail buys isn’t well reflected by general priceinflation, for example. CPIor RPI, so
we also assess how the specificinflation we face, or ‘input prices’, tracks CPI.

We have an established methodology for identifying our input prices drivers, which builds
on the work undertaken in PR18. We assess input price inflation by analysing our
different costlines and then applying specificindices to each of these costs.

Our analysis identifies a likely additiondl increase in Opex costs of around £80 million
based on ourrevised input priceinflation assumptions, which could be partly offsetby a
saving of around £30 to 40 million on Capex.
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Approach to managing financial risk and uncertainty in CP7

We propose that the risk funding value of £301 million is held as a provision for overdll
financial risk at this stage in the planning process.

The majority of the risks facing Scotland’s Railway are of an operational nature,and it
would not be appropriate, or a desirable position, for the funderto take on the
responsibility for managingoperational risk. Therefore, it’s proposed that therisk fund
continues to bemanaged directly and in the controlof Scotland’s Railway, subject tothe
formalisation of the enhanced reporting and engagement regime introduced during CP6,
including the identification and reportingof emerging risks and opportunities.

Risk funding should not be usedas a source of funding for any future changes to scope
and we’d seek to discuss any such proposed changes with Transport Scotland throughour
governance meetings. Thisincludes any use of therisk fund required by changesto the
agreed assumptions on the decarbonisation programme, which have been clearly stated
elsewherein this plan.

We also propose further discussion wouldbe requiredin the eventof any future ‘force
majeure’ type events,such as another global pandemic, major sustained stormdamage,
orinflation continuing to run significantly above projected rates,and that any additional
related costs wouldn’t automatically fallto the risk fundbut would instead lead to
discussion and agreement being required on the trade-offs necessary to accommodate
those costs.

Due tothe approach taken tobuilding our plan, we’ve not beenable to identify any
significant volumes and associated costs that could reasonably be deferredin CP7 if more
risk materialised than expected, and therefore at this stage we’re unable to present a risk-
adjusted plan.

If more risk materialised than expected, this would have significant consequences for the
safe, reliable and efficient running of therailway and could therefore resultin:

e Afurtherreductionin asset condition, measured by the CSI
e Anincrease inservice-affecting failures

e Adecreaseintrain performance
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e Adecrease in efficiencies.

Our mitigations against risk

We’ve assessed thelevel of financial risk and uncertainty in our CP7 plans and have an
approach to managingrisk when it arises. However, we do have mitigations already in our
CP7 plans that, to avarying degree, help to minimise the likelihood of risks arising. For
example,these mitigations include:

e Ongoing cost control and our commercial and procurement strategy to maximise
value formoney fromour funding

e Headwind provisions in our plans to reflect expected, but as yet unidentified,
activity during the control period

e Monitoring the latest inflation forecasts and continued discussionwith Scottish
Government/Transport Scotland on arrangements forrisk management and
financial flexibilities, which have not yet been agreed for CP7

e Developing arobust and resourced CP7 Delivery Plan witheffective governance

e Strongindustry alignment and collaboration, with track and trainworking
together to underpin meaningful outputs with trainoperators

e  Workingwith ORR ahead of CP7 to set redlistic requlatory baselines for ORR’s
monitoring and for Schedule 4 and 8 parameters, in particular Schedule 8
benchmarks, drawing on our output forecasts based on our risk-adjusted plan

e Thetimelydelivery and implementation of necessary enablers, forexample,
technology programmes, across Scotland’s Railway

e Betterweather forecasting through our operationalweather desk, providing
operational capability,and assetinformation to help us make moreinformed

decisions about whereto focus resources

e Rapidand effectiveresponseto incidents on the ground to recover train service
and repair infrastructure.
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5. Assurance and deliverability

5.1 Assurance

We recognise theimportance of takingadditional steps to satisfy ourselves,and our
stakeholders,that our plans are robust. Theimplementationand delivery of whichwill be
supported by good management information and assurance to enable us to adapt our
delivery plans. The evidence and analysisthat sits behind our CP7 plan has beenbuilt up
overthe last 18 months, developed through aseries of six iterative planningrounds. This
has proven to be an effective framework toembed best planning practice across our
business, both froma Scotland’s Railway perspective and for the Network Rail support
functions. Ouriterative approach has also allowed us to adapt plans and respond to the
latest information, which has been particularly important, given the wider uncertainty
and current financial context.

Our planning framework has allowed us to move from plans developed on a ‘top-down’
basis, through to arobust, well evidenced ‘bottom-up’ planin 2023. Our iterative planning
approach and assurance process allowed us to identify a number of priority areas for
improvement over successive planning rounds. We also reviewed the needs of Transport
Scotland and ORR so that any of their key focus areas had sufficient coverage.

Our assurance framework

In addition to the work carried out by colleagues network-wide, reviewand discussion
with the Chief Financial Officer and Board, setout in the Assurance section of the
England and Wales Strategic Business Plan, Scotland’sRailway has used this process as
an opportunity to evolve and improve management informationto help control risk and
support overall plandeliverability and assurance. Given the broader uncertainties, it’s
important that the delivery plansare robustly assured and that as part of this process we
develop clear early warning indicators to adapt the planto addressuncertainty. To
address this, we’ve added additional assurance and governance processes to supplement
our planning framework, meaningwe 're testing deliverability and providing robust
managementinformation and assurance. We're also adaptingour plans to meet our
stakeholders needsand embed-continuous improvement and learning.
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Specifically,we’ve carried out a risk and assurance review to understand the approachto
risk and control management. We considered as part of this process:

e Eachared’splans and assumptions
e  Whethertherewereany gapsinthe plans which couldintroduce delivery risk

¢ Riskidentification, analysis, evaluation, monitoring and reporting/escalation
processes,and governance

e Interconnections between plans
e Control assessments, current assurance plans,and planned governance

e Recording and reporting, the use of data analytics and trackingof key metrics,
and any Early Warning Indicators (EWI)

e Stepsrequired toimplementimprovements.

This work has identified some opportunitiesto improveresilience by undertaking
additional work whichis underway and developingfurther control measures and EWI's to
improve management information and decision making. This will allow us to respond
quickly to emerging risks to the delivery plans and act on any opportunitiesidentified.

This work will provide clear governance and accountability and the agreedrisk
mitigations will be monitored regularly, undempinned by a defined and documented RACI
(Responsible, Accountable, Consulted, Informed) matrix. In addition, we’ll define and
track key data pointsas EWI’s at an assumption level across the whole plan. This will
support overall plandelivery by providing us with a comprehensive list of risks, controls,
and support appropriate and meaningful assurance to enable us to deliver for our
passengers and customers.

This work is ongoing and will continue as we moveinto finalisingour CP7 plans.

Managing change

We’ve commencedengagement with ORRin relation to their Managing Change policy,
and their consultation on the policy for CP7.1n atime of such uncertainty, a flexible and
proportionate processfor transparently managing changesas they arise is key. This is
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complementary to howwe manage and mitigate risks to our business. We've already
identifiedchanges,such as investment decisions Transport Scotland may make on large
scale enhancement projects, which would change the scope and potential cost of our
business plan. We believe these aren’t risks, but positive investment opportunities Scottish
Ministers may choose to make, with theimpact on operations, maintenance, and
renewals managedin a transparent and proactive manner.
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5.2 Deliverability

This section addresses the following Scottish Ministers’ HLOS requirements:

HLOS references

Contracting strategy 3.43 (contracting strategy)

Project delivery

Inreviewing the deliverability of the CP7 core renewals planwe considered each of the
Asset Management Strategies and assessedthe type of volumes and interventions that
underpinnedeachplan. This allowed us to identify and validate the appropriate unit rates
applied to the specificvolumes and highlight the key cost drivers and risks that
underpinnedeachplan. Wealso undertook a review of the spend across thework type
categories (e.g, track,signalling, and buildings) to determineif the current Scotland
supply chain had the capability and capacity to deliver the plan.

Following our assurancereviews,we remain confident that with our strong internal
delivery capability,as well as deeper collaboration withsupply chain, and embeddingour
learning from previous control periods, we can successfully deliverthe plannedrenewals
outcomes within the given constraints of time, cost, and quality.

Learning from CP6

In CP6 we continueto deliver some of the lowest networkwide unit rates, particularly
around our earthworks assets, and continueto embedbest practice and enhance our
strong record of delivering planned renewals and enhancements.

We’ll continue to buildon this and better integrate our delivery teams with our asset
teams, deliverour strategies for maintenance, and focuson areas where we canand must
do better.
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Our assurance reviews identified some common themes that impacted our ability to drive
efficiencyintoour cost and schedules in CP6 and are areas we’retargeting as part of our
incremental efficiency plans for CP7. Themes include:

e Maximising the access we book and improvingpossession and isolation
management processes to get on and of f site more efficiently

e Undertakingearlier walkouts and delivering targeted de-vegetation programmes
toidentify asset condition earlier

e Improvementsintimingaround clientremits

e Addressing asset-to-asset integration opportunities earier in the workbank
planning phase

e Improving ourland and consents strategies and building moretimeinto
programmes to drive value across rail corridors

e Continuingto focus on improving our quality assurance and hand back processes

e Improving our communication with external stakeholdersincluding our
customers, train operators,and lineside neighbours.

Contracting strategy

Indeveloping our CP7 procurement modelwe undertooksignificantlevels of market
engagementwhich confirmed we have sufficient marketinterestand competent
resourcesin our supply chain to deliver the corerenewals plans.

We already have close engagement with our supply chain,and over CP6 they’ve
demonstrated they can work in partnership with us to deliver efficient outcomes for
Scotland’s Railway. Collectively we recognise the challenges ahead of us and support the
need forindustry change.Our supply chain is also keen tobe part of and helpdrive this
change.

Listening to industry feedback throughout CP6has beenimportant for us, and our regular
engagementwith industry bodies such as Rail Industry Association (RIA), Civil
EngineeringContractors Association (CECA),and Rail Cluster Builder (Scottish
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Engineering) helps us better understand the challenges the supply chain continues to
face.

Inlistening to feedback, we recognise that closer alignment and focus on creating job
stability are key enablersto drive the best outcomes for Scotland.

Akeyarea of focus s also around recognising theimportance and value our Small to
Medium Enterprises (SMEs) bring to creating a sustainable and safe supply chain to
deliver job security in Scotland and we’ll continue to promote and engage at SME forums
and provide effective mediums for SME communications.

We’ll also continue towork with Tier 1 supply chain and industry bodies to promote
timeous and well-advertisedforums (meet the buyer days) to engage and open
opportunities to local supply chains.

Increased certainty in future workbanks also alleviates risks associated with skills
shortagesin the industry, and improved visibility of our workbank pipelines means
suppliers are more abletoinvest in and attract and retain key skills.

Our Contracting Strategy focuses on embedding strategic partnerships with the supply
chain, as well as consideringareas where we can develop ourinhouse delivery capability
to deliver more efficiently. We’ve takenthis approach in CP6,and our Works Delivery
function has successfully managed the delivery of theless complex refurbishments as well
as the reactive works and asset condition surveys.

Our Works Delivery function will also continue to deliver minorsignalling, telecoms, and
electrifications and plantinterventions using our internal workforce and deliver significant
volumes of vegetation clearance activities.

Ourstrategy is also underpinned by the desireto bring the best people in theindustry
together, to work collaboratively and flexibly, and retain a sustainable and inclusive
supply chain base in Scotland.
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CP7 Renewals Workbank

Figure 5.1: Spend Categories across Assets (pre- efficient)
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Continuous improvement and efficient delivery

Our plans already incorporate areasof improvement from CP6, with a greater
understanding fromboth asset and delivery teams on theimportance of producing
realistic phasing of volumes across the control period to avoid the peaks and troughs on
demand that could adversely drive unit rates and reduce certainty around meeting
delivery milestones.

The focus on phasing of volumes also allows the delivery teams to put earlier emphasis
on developing the appropriate outcomefor each interventionand earlier visibility (and
management) of risks and opportunities.
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The Strategic Business Plan recognises that more of our network will continueto be
electrified in CP7, and close alignment with therolling programme of decarbonisation,
and integrating development programmes, will be an importantenabler for delivering at
a lower net cost.

Ourinvestmentand focuson PACE (Project Acceleration in a Controlled Environment)
and taking a more streamlined approachto project development, as well as driving
innovation and technology are key areas we’ll embed as businessas usual in CP7.

Access planning in CP7

Forthe CP7 plan, having an ‘industry costapproach’ has been an area of focus,and the
development of cohesive access strategies that balance continued provision of services to
customers during the construction phase of major works will be a priority. Our new Access
Development Programme in Scotland brings together three programme teams toplan for
CP7 andlook ahead to CP8 with a focus on optimising access and driving efficiencies.

Our Access Planning Team (responsible for the Engineering Access Statement process);
our Integrated Planning Office (IPO within Capital Delivery); and our Customer
Experience Team (responsible for bringing the customerfocus to planningdecision
making) will all link into the ongoing workstream to promote a corridor wide delivery
strategy and adopt aline of route focus to capture renewals, maintenance,
enhancements, and critically, rolling stock deployment.

Supply chain integration and managing our critical resources

Our delivery strategy requires supply chainintegration and closer collaboration in CP7 to
reduce theduplication of scarce and costly resources and continueto foster a 'one team’
approach to deliver planned outcomes.

It’s essential that critical resources alignto the CP7 plan, and we keeptrackof the
resources available via NetworkRail’s Supply Chain Operations (SCO),and influence how
they control their fleet and materials management for key commodities such as rail,
sleepers,and ballast to benefit Scotland.

As part of the deliverability review, we considered critical resources,and didn’t identify
any gaps which could adversely impact the Strategic Business Plan.
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The integration with our SCOteam reviews will let us identify any critical national
resources and resolve conflicts early (e.g.,, demandfor Kirow cranes, or clasheswith
demand onsignalling testing resources). We’ll continue to engage with the consolidated
national planning process as our CP7 workbank matures.

Driving sustainability into delivery

Driving sustainable outcomes through delivery is a key area of focus for us and includes
areassuch as:

e Undertakingtargeted social valueinitiatives to benefit communities
e Increasing focus on employingthe use of the Rail Carbon Tool
e More use of solar harvesting around reducingfuel consumption

e  Productinnovation.

Readiness for CP7

The maturity of the CP7 workbankwill continue to improve and we’ll see more granularity
of the workbank for thelatter years of the next control period,and moresite walkouts to
support this development. We’'ll also continue with our market engagement and deliver
the necessary procurement activities to support the transitioninto CP7.

The necessary focus will also be on advancing theline of route strategy to enablethe
corridor wide opportunities and let us deliver the synergies across assets, maintenance,
and enhancements. The corridor approach will let us get ahead with early and effective
management of land and consents and enable earlier engagement with our trainand
freight operatorsand lineside neighbours impacted by our delivery interventions.

There are some challenges that we’re monitoring closely,such as the impact of CP6
deferrals on workbank stability, retention of skilled resources, and the ongoingimpact of
industry-wide financial and inflationary pressures on labour, plant, and material costs.
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Approach to costing the plan

We undertook cost and volume reviews withboth our asset and delivery teams to better
understand the alignment between our organisations and so we understoodthe type and
volume of interventions,and maturity of the workbank. This isimportant as sometypes
and volumes of interventions are differentto CP6, particulary around earthworks and
track.

We also focused on the identification of key cost drivers, risks,and opportunities, as well
as areas where we can build efficiency opportunitiesinto each asset category.

Unit rates that underpin the plan

When building up unit rates we considered the key cost drivers that influence unit rates:

e Do we have arobust and reliable data source for works delivered in CP6?

o Do we fullyunderstand the complexity and location of theinterventions and how
they compareto the CP6 workbank types?

o Isthe CP7workbank defined to an adequatelevel at the current stage of
business plan development?

e Isaccessaspecific cost driver for aspecific asset?
e Dowe have aplanneddelivery agentand route to market?

e Dowe have anykey critical resource challenges relevant to the asset?

When costing the plan we applied granular level estimates to a significantamount of
year 1 of the CP7 interventions already in development, and they’ve been priced by our
current supply chain.

For the majority of the future CP7 workbank we applied CP6 exit rates that were then
spot checked by supply chain as part of our cost planningassurance process.

Forsome minor signalling, telecoms and electrification and plant assets where we had
limited experience of delivery of specificinterventionsin CP6, we applied a Network Rail
central unit ratethat was validated by our local supply chain partners.
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Table 5.1: Data Source for unit rate validation
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Scotland’s Railway unit rates (CP6
exit rates) built up fromrecent
previous projects with application of
inflation for core plan.

Budget estimates developed using
actual project costs fromsimilar
projectsin CP6.

Structures Capital Scotland’s Railway unit rates (CP6 100 %
Deliveryand | exit rates) built up fromrecent
Works previous projects with application of
Delivery inflation for core plan.
Earthworks Capital Scotland’s Railway unit rates (CP6 100 %
Deliveryand | exit rates) built up fromrecent
Works previous projects with application of
delivery inflation for core plan.
Drainageand | Capital Mix of data sources 100 %
lineside Deliveryand | Scotland’s Railway unit rates (CP6
Works exit rates) built up fromrecent
Delivery previous projects with application of
inflation for core plan.
Drainage is a new “asset category”
and most drainage work in CP6 was
combined withearthworks
interventions. New unitrates
developed fordrainage in CP7.
Track Capital Mix of data sources 100 %
Deliveryand | Scotland’s Railway unit rates (CP6
Works exit rates) built up fromrecent
Delivery previous projects with application of

inflation for core plan. First principles
and bottom-up costings appliedon
new work type sites.

Asset Supplier of | Basis of cost % of asset
Cost covered
Electrification | Capital Mix of data sources 100 %
and Plant Deliveryand | Scotland’s Railway unit rates (CP6
Works exit rates) built up fromrecent
Delivery previous projects with application of
inflation for core plan.
Network Rail centralunit rates used
where we have norecentexperience
of delivering certain work types.
Telecoms Capital Mix of data sources 100 %
Deliveryand | Scotland’s Railway unit rates (CP6
Works exit rates) built up fromrecent
Delivery previous projects with application of
inflation for core plan.
Network Rail centralunit rates used
where we have norecentexperience
of delivering certain work types.
(Batteries and CCTV cameras).
Signallingand | Capital Mix of data sources 100 %
Level Crossings | Deliveryand | Scotland’s Railway unit rates (CP6
Works exit rates) built up fromrecent
Delivery previous projects with application of
inflation for core plan.
First principles and bottom-up
costings on major signalling schemes
using new Signalling Equivalent Unit
(SEU) rates.
Network Rail centralunit rates used
where we have norecent experience
of delivering certain work types.
(minor signalling and level crossings).
Buildings Works Mix of data sources 100 %
Delivery
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Improving our cost benchmarking

CP6 saw progressive improvements in our cost benchmarkingcapability and in the
collection of robust costinformation at a more granularlevel for most of our key assets.

We’re committed to improving our systems and reinforcing our approach to improving
cost control and benchmarking and building a culture of accountability across Scotland’s
Railway to provide informedanswersto what rail works ‘should, will cost, did cost and
why’in CP7.

There will also be ongoing focus on capturingcostsin an efficient manner and increasing
the proportion of monies directly spent in delivering the asset. i.e., the cost of the physical
work delivered (direct expenditure on labour, plant,and materidls).
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5.3 Governance Updated iterations were provided when newinformation was available. In total,
fouriterations of the guidance were circulated.Scotland’s Railway varied from
this guidance where Transport Scotland’s strategic objectives required different

Our governance framework assumptions,such as freight growth

We understand that to develop arobust plan we need to take direction fromour

Executive and provide assurance to our Board e Chadllenge panels: Each business area broughttheir plans to a Scotland’s

Railway Executive level challenge panel to be presented and challenged. Changes
To support the development of the Strategic Business Planwe’ve put in placea following these panels were made tothe plan

governance process thatreaches up to Board level. This has enabled us to progressively
engage internally, allowus to have pointsof escalation, identify key risks, and seek
decisions on the programme direction when needed. This has been supplemented by a
PR23 Steering Group for Scotlandthat brings togetherNetworkRail, Transport Scotland
and ORRto oversee progress and provide a point of escalation.

e Strategic Business Plan sign-off: Upon completion of each business ared’s
inputs to the StrategicBusiness Plan, the content was submitted to the
Scotland’s Railway Executive for finalreview and approval.

We’ve also engaged consistently throughout the development of our planswith Network
Rail’s Executive Leadership Team. To support the decisions required in the planning
process we set up a specific ‘periodic review 2023 Executive Leadership Team sub-
committee’. This has enabledregular and focused engagement with members of
Executive Leadership Team on periodicreview 2023-related matters.

To support our plan development and to keep the Board informed, we also established
the ‘Board periodic review 2023 sub-committee’ as part of our formal governance
structure. This has enabled the Board to engage with and endorse our Strategic Business
Plan.

Scotland’s Railway governance

In developing our Strategic Business Plan,we’veiteratively developed and evidenced our
CP7 plans overthe last twoyears. Ourgovernance process has beencentralto our
submissions to ORR, as well as our contributions toward network-wide submissions, with
appropriate levels of ownership and scrutiny from Senior Responsible Owners.

The governance process closely follows the assurance framework discussed in section 5.1,
providing additional executive oversight and a review of our outputs at critical stages of
our plan’s development. The key elementsof our process were as follows:

e Circulation of guidance: Guidance was circulated by Network Rail’s Planning
and Regulation team following the Programme Senior Responsible Owner review.
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6. Next Steps

The PR23 processis due to continue following the submission of this Strategic Business
Plan. We received ORR's Draft Determination on 15t June and as we look to respondto
this and begin to mobilise the plan in the comingmonths, we expect to:

Further develop our performance plans with ScotRail Trains and other operators.
This will require ongoing industry engagement, including with Transport Scotland
and ORR and specifically requires urgent, sustained, and significant investment
in the ScotRail rollingstockfleet

Develop a more detdiled transformation programmeto deliver the full value of
efficiencies which thatare set outin this Strategic Business Plan

Conduct moreintensive engagement withthe supply chain and begin to tender
new frameworks for CP7 to provide further assurance on the deliverability of this
business plan

Monitor the estimated impact of updatedinflation forecasts as they’re
published. We'll look to continue providing regular updates to ORR on the

impacts of inflation to our plans

Conduct further stakeholder engagement witha wider set of stakeholders and in
particular organise a series of stakeholder challenge panelsto seekfeedbackon
particular topics

Engage with our people and communicateto them, in a clear and concise way,
the vital role thatthey will needto play in delivering this Strategic Business Plan.
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Headwinds profile assumptionof 0.6 % p.a.for Opexand 0.4 %
p.a.forrenewalsheadwinds over CP7

CP6 charge rates(in 2023/24 prices)

An nex Headwinds
Annex 1 - Assumptions I
ncome
This StrategicBusiness Plan has beendevelopedbased on a set of planning assumptions.
This chapter sets out the detail of the assumptions upon whichthe planwas built for ) .
CP6 Exit Position

transparency.

CP6 exit position based on business planningsubmission, FY23
RF9.

Assumptions table

Our financial and non-financialassumptions are realistic,and evidence based.

Table A2: Other planning assumptions

| Assumption

Only assume enhancements past Final Business Case (or
equivalent)

Table A1: Financial Assumptions | Area
| Area | Assumption Enhancements
Price Base e Constant price basis (FY24) using Consumer Price Index

o Office for Budget Responsibility (OBR) inflation forecasts from Freight Traffic

November 2022, with a separate updateincluded to reflect the
changesinthe March 2023 OBR inflation forecasts. CPI

We’ve assumed anet 8.7 % increasein net tonnekilometres in
Scotland’s Railway based on “bottom-up” knowledge of both
the Scottish logistics market and the network capability and
capacity of the Scottishrail network

Inflation inflation is currently at just under 9 %, however the Officefor
Budget Responsibility inflation forecasts predicts negative

We’ve identified the assumed train servicelevelsat the endof
CP6 and the end of CP7 for each of the eight strategic corridors
across Scotland’s Railway

inflation in 2025 with inflation below 2% in 2026, 2027 and Passenger Traffic
2028 returningto 2% in 2029
Input Price e Specificrateshave been appliedand on average: Passenger
Inflation 0 Opex:0.49 % Demand (footfall

o Capex: 1.88%

Passenger demand (footfall) is expectedto enter CP7 at 75 %
of pre Covid levels with an expected 1.5 % increaseforeach
year of CP7 exiting CP7 at ~80 % of pre Covid levels

Efficiencies e 15%of Capexsavings by year 5 of CP7
o 10 % of Opexsavings by year 5 of CP7
e AssumingoverallNR efficiency savings of £380 million
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Alignment to enhancements and other assumptions

We've developeda market-led approach to planning our business which demonstrates
how we’ll contribute towards the Scottish Government’s net zero commitments so that
more people and businesses choose rail, improving valuefor money and reducing the net
cost of the public service we provide.For business planning purposes, this canbe
articulated in terms of train services and infrastructure capability we need to plan for
across CP7, foreach rail corridor in Scotland, and is built upon the foundations of Scottish
Government policy.It'sbeen developed withthe rail industry acrossScotland and has
been endorsed by ScotlandInvestment Review Group, which includes representatives
from ScotRail Trains, cross-border passenger operators and freight operators.
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