Network Rail and NEC3 the story so far....

Phil Bennett, Finance and Commercial Director
Infrastructure Projects, Southern
20t April 2015
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CP5 Spend

Signalling | v
£4.3 Billion P 4
(Including SP&C) >N, S Scotland & North East
Y e £2.5 Billion

£4.1 Billion

B g 2\ \ jﬁf‘};_ Track
[ Central N, T}/ —& £2.3 Billion

Western & Wales £1.6 Billion

£4.7 Billion
(Including major projects)

Thameslink }

Southern
£2.6 Billion




CP5 Supply Chain Strategy

_NetworkRail

Infrastructure Projects

Supply Base
Right Size
Longer Term

Early Engagement
National Supply Chain
Strategy

Control Period 5

May 2013

Resources Engagement

Safe Behaviours
Sustainable Open Dialogue
Efficient Innovation

http://www.networkrail.co.uk/searchresult.aspx?q=supply chain strategy



IP Southern CP5 Project make up

Total IPS CP5 Workbank - £2500m*

A Thie excludec third party funded cchames, work rancforred
with tho Signolling, Power and Comynunications team and
degn work defivarad by the Elecirficaton nod Plant Design

Group - Total forecast 1P Soutlier o spend i CPS s clrcs
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/ E10m 10 £20m VOroge. vole of
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K “W,J,;),T:T:!::' $26.5m
E13m -
N I - Delivery Strategy
/ S esmieg1om .
{ Ceca 20 | . wWaterloo Bespoke Alllance Contract arrangement . Natlonal Electrification Framework -
| e P e 8 - Competitively Tendered £280m £190m
projecis of E7.3%m / |
| a\:-muv; | S
Vit o _—
£221m | .l E&P Hub and Cluster Frameworks - £300m I -
A T ( 4 ) | Multifunctional Frameworks - £1330m
e oo | —" | (90% (£1200m) Framework / 10%
l 'h::gc: } O Previously Contracted Projects- £370m I (£130m) competitively tendered)
vi .
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90% projects <€£10m Complexity



Why NEC3 ?
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The Employer,
the Contractor,
the Project Manager and

the Supervisor shall act as stated
In this contract and

In a spirit of mutual trust and co-
operation



DELIVERING A STEP
CHANGE TO WORKING
COLLABORATIVELY




BS11000 and Infrastructure Projects - Southern - neC

Awareness

Visions, values
leadership

Continual Capability,
improvement Roles &

processes Management Responsibilities
Systems &
processes

Disengagement & Strategy .
Triggers & objectives Outcomes
Process & Implementation
5 Plan §
= BS 11000 ®
g’., Team management Collaborative Policies ,People ‘-_3
=2 Monitoring, 2 s Skills & e
= Measurement & Relationship Collaborative @
= behaviours Management maturity a
-

v fab
=%

Copyright Midas Projects Limited
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Framework & Contract Structure

Year 1

Year 2

Year 3

Year 4

Year 5

1 # Framework Agreement per Route i

Year 5
Core Services

Stage 2
Package 7
Project 13
Package 8 —
Project 14
Package 9
Project15

Year 1 Year 2 Year 3 Year 4
Core Services Core Services Core Services Core Services
Stage 1 PStige 12 Stage 1 PSIige 15 Stage 1
ackage ackage
Package 1 Projects 2, 3 and Pac'fage 4 Project 9, 10 and Pac_kage 6
Project 1 Project 8 Project 12
Stage 1 Stage 2
Package 3 Package 6
SEep2 Projects 5, 6 and 7 Project 12
Beclaoclt \ Stage 2 Stage 1
Erojectsh Stage 2 — Package 5 Package 7
9 Project 9 Project 13
Stage 2 Stage 2 Package 4
Package 2 Project 8
Project 2, 3 and 4 Package 3 Stage 2
Projects 5, 6 and 7 Package 5
Project 10
‘ Stage 2
Package 11
Under NEC Defined Terms Project shall mean Paitlfgeello Pi(t:?(geeZS Project 17
“either a single project or series of projects bundled Pro'egt 16 Pro'ecgtJ 1
together in each case the subject of a Stage 1 or ) )
Stage 2 Call Off Contract”
For the purposes of ease of review Packages in this Stage 2
diagramme shall mean a series of projects and / or Package 8
schemes, whereas a Project shall mean a single Project 14
project or scheme Stage 1
Package 9
Scheme 15
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Multifunctional Framework

POQO Evaluation Criteria

Financial Capability (GATED) |

Capability 50% ‘ ‘ Capacity 25% Competency 25%

Maximum Total Capacny Staff Organisation
Projects — B&C 5% Competency Chart 5%

5% Records 5%

‘ Successful Completion Evidence 20% ‘ - Effici
Maximum Constraints 5% AZMENENE
Projects — Initiatives 15%

(FEVEY (FIeVEEE 26 Buildings Enhancements 5%
ivils Proj - - Miti ion 5%
‘ Cvills (Freleets ‘ ‘ Projects Projects TPEHEn &6
Rail Competencies
%’s — 2%

% Staff Vv
Operatives - 1%

Design
Capability 10%

Framework Flexibility
Experience 5% Management 5%

Key Personnel
#’s — 5%

Generic — Non Scoring

. . Membership of Prof
Company Ownership ‘ ‘ Key Contacts ‘ ‘ Core Business ‘ ‘ Company Org Chart ‘ ‘ Bodies / Trade




Multifunctional Framework

ITT Evaluation Criteria

Commercial Safety
Evaluation 15% Evaluation 15%

Technical Evaluation 70% ‘

Value for Money \

Fit for Purpose \

Sustainable Development ‘
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Safety by Design

Pricing Regime in Development of Environmental Whole Life

Early Involvement R R
b4 ‘ ‘ Best Person ‘ ‘ Right Design at ‘ ‘

for the Job the Right Time

‘ ‘ Cost In Use /

Planning Reliability
Cost of Personnel / Plant and Lglng T_erm Client / Stakeholder People
Overheads Processes anning Collaboration Competencies

Competencies

BEHAVIOURS AND CULTURE

AN
N

Efficiencies against
Unit Cost and
Target Cost

Access
Optimisation and
Utilisation

Community
Engagement

Post Delivery

Relationship Support / Aftercare

Management

Continuous
Improvement

People and
Behaviours Culture

Supply Chain ‘

Innovation and
Sustainability

ASSURANCE

AN
N

Programme and Quality Planning — Assessment of Key R Con_struction a_nd
Prejjeet Gost Cor:egtglr?cies Lejavoldials SuEly Eetin EqSl:::Irtginand ©n sSite Production Compe(:?tglnecies HaHn:n(ngez:cind
Management P changes Partners 9 Quality P




Multifunctional Framework Behavioural Team
Assessmegt | - IleC

S & TR
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Drlvmg the right behawours
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Driving the right behaviours

engineenng

onstruction
subcontract

Fafrastructure Projects
5
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Commercial Incentive Mechanism
Pain / Gain Share

="nec

Payable to . KPI L .
. . Value into Incentivisation Total
Project Target Actual Cost PRI co_ntrac_;tor Incentivisation perfo_rman_ce Element Payment to ,TOtaI. N'?
NR (interim (for financial . saving
pot Payable Supplier
certs) year)
£ £ £ £ £ £
1 1,000,000 900,000 50,000 900,000 | ® 50,000 N/A £ 25,781 | 955 781 74,219
£ £ £ £ £
2 3,000,000 | 2,500,000 250,000 2,500,000 | £ 250,000 N/A £ 128,906 |, 508906 | £371,094
£ £ £ £ £ -
3 5,000,000 | 5,500,000 250,000 5,250,000 | 250,000 N/A £ " | 5,250,000 | £250,000
£ £ £ £ £
4 5,000,000 | 4,000,000 500,000 4,000,000 | * 500,000 N/A £ 257813 | 4 557813 | £742,188
£ £ £ £
5 2,000,000 | 2,000,000 | £ 2,000,000 | £ - N/A £ " | 2000000 | E -
£ £ £
Total | £165 000,000 | £14,900,000 | 550,000 | 14,650,000 | £ 550,000 75% £ 412,500 | 15 062,500 | £937,500
Note

Assumes uncapped pain and gain with a 50% split between NR and supplier as proposed
Assumes all packages end in same financial year

Assumes a KPI achievment rate of 75%

Excludes OH&P for clarity




Key Performance Indicators

Subject Matter Headings

Safety

Quality

Environment

Good Neighbour

Timely provision of Target Costs

Achievement of Key Milestonesin a
timely manner

Alignmentto the SBP objectives

Delay Minutes

Stakeholder Feedback

Timely completion of Projects (as
defined by Engineering Compliance
Certification



Money, Money Money

Target Cost / Incentive Mechanism
NR & Project Specific Cost

Post Efficient Project BUAEeT ..o e e e cieee cee camcen cem mam rmanm mne anmmans
= to' or'>' than PTC or Programme Delivery Board approval required

Project TArZ et C OBt .. i ccaaie e e csmmes sns ssass sas ssmmss s ses sssans snsmsssss san snmnsn
Only from Quantified Risk Workshop

Montecarlo P50 1000 iterations

b4
3 k=)
o =
w
E
b=
=
— o =
Land Access costs = £ 8
R -
Payments to Third Parties = E‘ =
Payments to Statutory Undertakers ?» = ._.5_.
[l
Other stipulated costs = T &
52
Operational Cost* E=
~Extended Signal Box Hous NR Pro' Management cost =
~Possessin Management Free Issue Materials = E
';zlined Track access & Freight Access Free Issue Plant 8 =
SLS [= =4
Other Costs& from NR to Others =

~(But NOT unplanned TrackFreight access
Operational Cost *

Tendered Total Of the Prices . ciee e e e e sen e cae s eee ann

Price Work Done
To Date

o :

Period 12



Risk...an innovative approach ="NccC

Target Cost / Incentive Mechanism - Risk

Post Efficient Project BUudget ... e ettt e e e e e s
= to'or '="'" than PTC or Programme Delivery Board approval required
Project Target COSt .. et ces i ctecss s me e sessesme ssese see mee mme me nes
Risk™ Only from Quantified Risk Workshop
= ErElevars Fisls Montecarlo P50 1000 iterations

Unforseen ground z ©
planned Track/Freight Access o =
=
Contract o
== _ _ - =
Contractors Risk piced in =
—  Aenthe B
Tendered Total of prices g E g
following Risk review = = 5
— {ecaus _ T =
equivalent to P50 w = =
=3 =
~ Neutral [=] =L
e @ O
Weather =10 year = =z
Prevention = @©
=
£Z
CEs G =
Employer driven o —
Team Driven : =T
Neutral =

Tendered Total Of the PriCes oo e e e e err e e mer e e s

Price Work Done
To Date

o :

Period 12



Benefits
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Benefits observed

e Safety improvement

e Quality improvement

* Efficient work planning

* Better access use

e Better resource utilisation

Innovation

Reduced management costs

Reduced transaction costs

Joint risk management

Better supply chain purchasing






Questions....

)
everyone

home safe
every day



