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Minister for Transport and the Islands 

Humza Yousaf MSP 

 

 

T: 0300 244 4000 
E: scottish.ministers@gov.scot 

 

 

 

Mr Edward Mountain MSP 
Convener 
Rural Economy and Connectivity Committee 
The Scottish Parliament 
EH99 1SP 
 
BY EMAIL 
rec.committee@parliament.scot  

 

___ 
 
 
Dear Edward 
 
 
Thank you very much for your email of  6 February 2017 requesting  further information on a 
number issues following my appearance before your committee on 1 February. 
 
I attach a note on these issues and hope this is helpful. 
 
I am copying this letter to Keith Brown, Cabinet Secretary for Economy, Jobs and Fair Work 
and Fergus Ewing, Cabinet Secretary for Rural Economy and Connectivity    
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RAIL UPDATE NOTE FOR REC COMMITTEE 
 
1. EY Report Question 1  
 
The EY report of its Commercial Assurance Review of the Rail Major Project Portfolio states 
that “There has been an increase in the forecast costs of the Portfolio…of £379m”. When 
questioned about this, Phil Verster stated the true figure was £293m. The Minister suggested 
that this was due to the reporting periods being different, but that a further breakdown of 
these figures would be supplied in writing (Col 8) 
 
 
Response to Question 1   
 
The £293M figure quoted by Phil Verster at the RECC is not a direct comparison with the 
£379M included within the EY Major Rail Projects Report.  
 
The £379M, from the EY Review of Rail Major Projects relates to the total additional cost to 
deliver a specific list of five projects which represent a significant proportion, but not all, of 
the NR enhancement portfolio.  The report also reviews the cost of these projects over the 
total lifecycle of the project and not just the current five year control period.  
 
The £293M, quoted by Phil Verster at the RECC on the 18 January 2016 is the additional 
funding requirement that NR have advised to TS for the current five year Control Period 5 
(ending March 2019).  This covers a larger list of projects but only for Control Period 5, 
whereas the £379M covers the five specific projects through their total lifecycle from the 
previous Control Period 4, throughout Control Period 5 with some completing early in Control 
Period 6 which commences April 2019. 
 
The major differences between the figures relate to scope completed and cost incurred out 
with Control Period 5, escalation / inflation of costs from base date and the two figures are 
compiled from a varying list of projects. 
 
 
2. EY Report Question 2 
 
The EY report makes a number of recommendations for action by Transport Scotland.  
Please provide an update on the implementation of these recommendations to date. 
 
Response to Question 2  
 
The recommendations from the EY report are split into three distinct areas, Project cost and 
programme control, Portfolio Governance and Strategic development. 
 
Project Cost and Programme Control Recommendations  
 
Transport Scotland has seen good progress on these recommendations with some early 
benefits already realised in the day to day management and control of the Rail enhancement  
portfolio, including the roll out of a more robust and dynamic commercial and schedule 
reporting  process, from NR, that incorporates the additional resources identified as required 
to enhance the process. 
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Portfolio Governance Recommendations 
 
The governance recommendations across the portfolio have been implemented and the Rail 
Major Projects Portfolio Board, chaired by Transport Scotland’s Chief Executive, attended by 
Network Rail, ScotRail, ORR, Scottish Futures Trust and Transport Scotland having met on 
three occasions.  
The Board’s remit covers monitoring progress on the cost and programme of the portfolio 
within the available funding envelope, alongside monitoring all parties progress towards 
completion of the EY report recommendations. The Board is currently giving consideration 
on the format for on-going independent assurance, to help maintain standards in line with the 
recommendations. 
 
Strategic Recommendations 
 
Transport Scotland has also incorporated the more strategic recommendations, relating to 
enhancements that have yet to commence, into the draft High Level Output Specification 
(HLOS) which is currently out for consultation. 

 
 

3. Stirling-Dunblane-Alloa Question 
 
Could the electrification of the Dunblane line be completed quicker if trains were redirected 
to the Alloa platform and avoided the Stirling pedestrian bridge? (Col 16) 
 
Response 
 
The electrification of the Stirling Dunblane Alloa (SDA)  lines including Stirling station is 
making good progress toward the introduction of electric services into the December 2018 
timetable.  
 
Revised electrification clearance standards have presented a challenge at Stirling Station; 
Network Rail are currently addressing these and are working closely with the ORR, Stirling 
Council and other stakeholders to identify a solution which is compliant with safety, planning 
and heritage requirements and will be delivered by December 2018. 
 
While redirection of electric trains to the Alloa Platform would enable a partial through 
electrification of Stirling Station it would not of itself accelerate delivery of the SDA 
electrification or be capable of supporting the full operation of electric services on the SDA 
routes. Consequently we remain committed to the full electrification of Stirling Station 
including passenger footbridges by December 2018.       
 
 
4. SQUIRE fund 
 
Please provide the Committee with further information on the management of the SQUIRE 
fund including a copy of the contract between Scottish Ministers and the Scotrail Alliance, in 
relation to the SQUIRE fund (Col 20-22) 
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Response 
For any Franchise proposals to the Authority, governance of the fund is as follows: 
 

The Panel 
 
The panel will consist of three Senior ScotRail nominated attendees and three Senior 
Transport Scotland nominated attendees. 
 
 
Monitoring of Projects 
 
Transport Scotland and ScotRail would nominate representatives to report on and monitor 
the progress of individual projects. These would be the most appropriate individuals 
dependant on type of project and relevant area.  
 
The Fund 
All proposals submitted to Transport Scotland should include a cost to deliver each project 
on a fixed price basis.   
 
If the fund is not spent each financial year and the remaining funds are carried over, January 
RPI will be applied to the remaining balance. 
 
The current Franchise Agreement Schedule and paragraphs in relation to the 
Investment Fund 
 
Schedule 7.3  
 
10.2        the Authority shall pay  the Franchisee any service Quality Payment in respect of the SQUIRE regime 
which has a positive value, if any such Service Quality payment is payable on the same day as a Franchise 
payment and the Authority so elects, the Service Quality payment shall be paid by way of adjustment to the 
Franchise payment. 
 
10.3        the Franchisee shall retain any Service Quality Payment in respect of the SQUIRE Regime which has a 
negative value for reinvestment in improvements to qualitative respects of the Franchise Services in 
accordance with the terms of paragraph 10.9 hereof (“the investment fund”)  
 
10.4        Each Service Quality payment in respect of the SQUIRE regime shall become payable by the relevant 
person on the last day of the reporting period immediately succeeding the reporting period to which the 
Service Quality payment relates or, if the Authority does not notify the Franchisee  of the relevant service 
Quality payment more than  4 days before the last day of such reporting period, 7 days after the Authority 
shall have notified the Franchisee under para 10.1. or if the Authority so elects, on the next day the franchise 
payment becomes payable under Schedule 8.1 (franchise payments). 
 
10.5        Any payment of a Service Quality payment shall be made by electronic funds transfer in pounds 
sterling to such bank account in the UK as the payee of such payment may have previously specified to the 
payer in writing and shall be made so that cleared funds are received in the account on or before the date 
such payment becomes payable under this schedule 7.3. 
 
10.6        Interest shall accrue on any sum due and owing to the Authority under this schedule 7.3 at the 
interest rate calculated on a daily basis if and to the extent that payment is not received by the Authority on 
the date such payment becomes payable under this schedule 7.3. 
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10.7        For the first 2 reporting periods of the Franchise term the value attributed to a performance point 
shall be nil so no payment shall be due to be made under this schedule 7.3 in respect of SQUIRE performance 
during those 2 reporting periods. 
 
10.8        The Franchisee shall maintain separately in its accounts a control account which shall record the 
balances on a reporting period by reporting period basis of the payment to and from the Investment Fund. 
The Authority upon request shall be given access to such records. 
 
10.9        The Franchisee shall propose for agreement by the Authority no less than once every Franchise year 
how the Investment Fund should be spent, the Authority shall not unreasonably withhold their consent to any 
proposal that the Authority believes shall improve quality. 
 
10.10     If the Authority withholds consent to any proposal or the Franchisee fails to make any proposals, the 
Franchisee shall use the Investment Fund to make such improvements as the Authority directs. 
 
10.11     The Investment Fund, shall be indexed to RPI (in the same way as variable costs in schedule 8.2 
(annual Franchise payments)). Should the Franchisee hold any balance at the end of a Franchise year. 

 
 
5. Public Sector Franchise Operator 
 
Can you provide an update on the development of a public sector organisation to bid for 
future Scottish franchises? 
 
Response  
  
A manifesto commitment was made in 2016 to enable public sector operators to bid for 
future rail franchises in Scotland and I have already initiated the work to fulfil that 
commitment. Presently this is focussing on considering  the suitability of existing public 
sector bodies to bid for the franchise contract, as well as the steps required to create a new 
public sector body, should it prove necessary to so do. In progressing this work, I will of 
course be taking account of relevant legislation and regulations.  Engaging key stakeholders 
and political parties is important and I have had  very productive meetings including last 
week with the rail unions, Regional Transport Partnerships and  opposition MSPs.  It will take 
some time to establish a suitable public body with the necessary skills and expertise, and I 
will provide Parliament with updates at appropriate stages in the process.  

 
 
 
6. Far North Line 
 
Can you provide information on the remit, membership, timescale and budget associated 
with the Far North Line Review Group? 
 
Response  
 
The Far North Line Review Team was set up to provide assurance to the Cabinet Secretary 
for Rural Economy and Connectivity that realistic plans are in place to improve performance 
and journey time on the line and to identify rail related initiatives  that seek to exploit the 
economic and social value of the line to the communities it serves.  The intention is to ensure 
that the best possible return is secured from the significant funds committed to the operation, 
maintenance, renewal  and development of this railway. 
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Remit: 
In specific terms the Review Team will principally  

 Identify timetable improvements and works, such as those at the level crossings, that 
can be implemented in 2017 to improve performance and journey time.  

 Review line speed along the length of the route, seek the reasons for the current limits 
and identify opportunities to raise them. 

 Identify opportunities, using existing funds, to improve passenger facilities, such as 
waiting rooms and shelters, that can be implemented during the years 2017 to 2019.  

 Consider infrastructure options and subsequently promote appropriate projects for the 
investment period 2019 - 2024. 

In addition, the Review Team will  

 Identify and promote with other stakeholders how the railway line can sustain and 
grow the rural economy which it serves.  

 Examine opportunities and challenges of integration with other modes of transport, 
including bus and ferry services. 

 Identify opportunities for  rail access for charter, tourist and heritage trains to exploit 
the tourist potential of the line and the communities it serves.  

 Identify opportunities and associated infrastructure requirements for the shipment of 
fish, forestry and agricultural products by rail. 

 Consider options for how railway assets could be exploited to support the Scottish 
Government’s digital connectivity agenda and the enhanced rollout of broadband and 
mobile telecommunications coverage for the benefit of passengers, freight shippers 
and communities proximal to the line. 

 Identify and promote the use of redundant or underused railway buildings by local 
enterprises or communities. 

 Identify and promote opportunities for station adoption and Community Rail 
Partnerships along the line.  

Membership 
The Review Team includes representatives from the ScotRail Alliance, Highlands and 
Islands Regional Transport Partnership, Highlands and Islands Enterprise, the Highland 
Council, Friends of the Far North Line, Caithness Transport Forum and Transport Scotland.  
Recognising the importance of this work, the Review Team is led by Bill Reeve, Director of 
Rail, Transport Scotland. 
 
Timescales 
The Review Team Lead will:  

 Provide the Cabinet Secretary for Rural Economy and Connectivity with a progress 
update at least every four months. 

 Provide all organisations participating in the Review Team as well as Community 
Councils and representative business organisations and associations proximal to the 
Far North Line plus any other body, organisation, business or association that the 
Review Team deem appropriate with an Annual Report of the Team’s activities.  

Budget 
There is no specific budget specified for the Review Team as it is looking at short, medium 
and longer term opportunities.  It will consider opportunities for investing in facilities during 
2017 using existing funding sources, including the SQUIRE Investment Fund.  The Review 
Team will also determine infrastructure improvements for implementation post 2019 but 
these will be subject to affordability and other competing proposals. 


