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High Speed Two (HS2) Ltd Board Meeting held on 3 March 2016

Minutes

Room 6.7, Two Snow Hill, Queensway, Birmingham B4 6GA

Present:
David Higgins, Chair
Lord Andrew Adonis
Steve Allen, Chief Financial Officer (CFO)
Richard Brown
Christine Emmett
Simon Kirby, Chief Executive Officer (CEO)
Neil Masom
Roger Mountford
Alison Munro, Managing Director – Development
Duncan Sutherland
Jo Valentine

In Attendance:
Jim Crawford, Managing Director Design and Construction (item 10)
XXXX, Procurement Construction Director (item 10)
XXXX, General Counsel and Company Secretary
XXXX, Assistant Company Secretary
XXXX, Project Commercial & Development Director (item 10)
XXXX, Strategic Communications Adviser
Alistair Kirk, Programme and Strategy Director (Item 12)
David Prout, Department for Transport (DfT), Observer
Chris Rayner, Managing Director of Railway Operations (item 11)
XXXX, Director of Rolling Stock and Depots (item 11)
Beth West, Commercial Director (item 10)
Stuart Westgate, Programme Development Director (Internal Sponsor) (item 8)
XXXX, Internal Sponsor – Euston (item 8)

Apologies:
None
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1. Declaration of Interests

1.1. There were no declarations of interest other than those already recorded in
the register.

2. Minutes of Previous Meeting and Matters Arising

2.1. The minutes of the meeting held on 4 February 2016 were received and
agreed as a true record subject to the completion of some minor
amendments.

2.2. The Board noted the appointment of XXXX as General Counsel and Company
Secretary with effect from 15 February 2016.

2.3. The list of Matters Arising was noted and the Board noted progress on
outstanding items.

2.4. It was agreed that a letter would be drafted on behalf of the Chairman
expressing the Company’s confidence of passing Review Point One and to
look ahead to the wider landscape from RP1 close-out through to RP3.

Action: Programme and Strategy Director

3. Report from Commercial and Investment Committee meeting, 23 February
2016

3.1. The Board received an update from the Chair of the Commercial and
Investment Committee on the meeting of the Committee held on 23
February.

3.2. The Board was informed that among other matters, the Committee had
discussed the ITT shortlisting for the Main Works Civils Contracts and the
endorsement of ‘level two’ principles for Enabling Works contracts
(assessment of contractor performance). It was reported the contractors
would be incentivised through a bespoke set of community engagement set
of performance indicators and the committee had been content with the
direction of travel.

3.3. The Board noted the update.

4. Chair’s Report

4.1. The Chairman reported that in the past month he had been travelling around
the country visiting cities located along and near the line of route. It had been
noted during the visits how encouraging it was to see the interest and
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enthusiasm for the arrival of the network even from cities which were not
directly located on the line of route.

4.2. The Chairman went on to discuss Phase Two matters and it was agreed an
update would be given to the Board in May, to include a decision on the
location of Sheffield station.

Action: Managing Director, Development /
Director, Phase Two

4.3. The Board discussed the recent hearings of the Parliamentary and
Constitutional Affairs Committee, and the evidence given by the Residents’
Commissioner in relation to the Parliamentary and Health Service
Ombudsman’s Report.

4.4. It was agreed that a letter to the Secretary of State would be prepared on
behalf of the Chairman, to clarify that the Commissioner’s reports were
independent and to recommend the Commissioner report directly to the
Secretary of State (with the continued support and assistance of HS2 Ltd).

Action: Strategic Communications Adviser

4.5. The Board noted the update.

5. CEO’s Summary and Programme Dashboard

5.1. The Board received a report from Chief Executive and was advised of
progress with the hybrid Bill. It was noted that good progress was being made
towards reaching the third reading of the Bill.

5.2. The Board went on to discuss preparations for the House of Lords Select
Committee and discussed the membership of the Committee. It was agreed
that members of the House of Lords who had spoken in debates on HS2
should receive a letter from the Chairman and the offer of a meeting, setting
out the key changes that had been made to the Bill as it had passed through
the House of Commons.

Action: Strategic Communications Adviser/
Head of Public Affairs

5.3. The Board was updated on the business’s focus on preparations to pass
through RP1 and for the completion of Baseline Six and noted that an update
on both matters would be brought to the next meeting.

5.4. The Board was also advised that meetings of the Department’s Board
Investment Commercial Committee (BICC) were taking place regularly to
consider recommendations from the Company on procurement matters and
the Committee had complimented the organisation on the quality of papers
submitted to it.



Page 4 of 10

5.5. The Board noted the update.

6. Health & Safety Report – February 2016

6.1. The Board received a regular update on Health and Safety matters for the
reporting period of February 2016.

6.2. It was reported that the Chief Executive and Corporate Health and Safety
Director had met the Chief Executive of the Health and Safety Executive and
a productive discussion had taken place which had included how the project
could become a legacy programme for improving industrial health and
safety.

6.3. It was noted the Company’s rebranded health and safety programme Safe at
heart would be launched later in the month.

6.4. The Board noted the update.

7. Finance and Commercial Report

7.1. The Board received an update on the organisation’s financial and commercial
performance for the period of February 2016. The Board was advised that an
overspend of slightly over 3% against the Q2 budget was being forecasted.

7.2. It was noted this was partly due to some land and property expenditure being
booked. The Board observed the Company was not yet able to commit to
purchasing properties, and in certain areas, stakeholders and especially small
businesses were keen for certainty. It was noted there was flexibility for this
to be changed after third reading. It was agreed a proposal would be written
for consideration by the Department with regard to giving more certainty for
stakeholders, particularly at Old Oak Common.

Action: Strategic Communications Adviser
and interim Director of Land and

Property to liaise with DFT Observer

7.3. It was agreed a presentation on meeting Land and Property milestones would
be given to the next Board meeting

Action: Interim Director of Land and Property

7.4. It was noted some property agents had raised the matter of delays in
payments received from the Company and it was agreed to follow this up to
ensure payments were made on a timelier basis.
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7.5. It was agreed that an explanation would be provided to a Board member on
expenditure relating to behavioural consultancy work.

7.6. It was noted that an item on common design components in the commercial
report had been suspended. The Board observed it was of key importance to
ensure design work carried out by contractors was of the highest standard. It
was agreed to update the Board on the reason for the suspension of the item.

Action: Commercial Director

7.7. The Board discussed the length and complexity of the approvals process for
items of procurement. It was agreed this matter would be raised in the letter
to the DfT setting out the journey from RP1 to RP3.

7.8. The Board noted the update.

8. Euston Oversite Development and Euston Campus update

8.1. The Board received an update on plans for the commercial development of
Euston station and the following introductory remarks were made:

- It was noted that the key question was how the Company would organise
itself to take on the task, so that it was consistent with the governance of
the Company

- The Company would need to build a team and might need to second
expertise in from other organisations

- The Company was not yet ready to commission a delivery partner to carry
out work as it was not yet able to frame the task clearly enough

8.2. In discussion it was noted that it was important that the Company play a key
part in the management and development as this was a successful approach
adopted at other rail station developments. The Board reviewed the
suitability of certain possible development partners and a range of views was
expressed.

8.3. It was noted that in managing the project, the Company would need to
facilitate certain matters while directly managing other matters itself.
Nothing in the physical design should compromise the smooth and safe
running of the station, for example the risk of retail outlets resulting in
overwhelming footfalls of people on the station concourse. It was noted the
master planning should take account of the unique position of the high speed
link to the Midlands and the North and the development should be an
exciting destination in its own right.

8.4. It was noted that the Euston terminus was the single biggest risk in Phase
One and, due to complexity of the design and wider effects on the local
community and the classic rail network, the management would need to be
integral to HS2. The Company would need to develop in-house capabilities
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to act as a client; and would require a senior employee, integral to the
management structure, with a team of staff to assist him or her. The senior
employee would need to be credible with the local community and would
need to interface with the Managing Director – Construction.

8.5. The Board discussed the timing of the development and noted the stages
included: construction of the station and high speed lines; preparations for
and submission of a planning application for oversite development; injection
of capital; through to progressive release of the commercial and residential
units.

8.6. The Board discussed the hiring of expert adviser(s) to assist the Company in
the commercial development of the site and agreed this should be fast-
tracked. The Board discussed possible candidates for the adviser(s) and
noted candidates would need vision and experience of similar landmark
developments elsewhere. Back office support was also required. It was
agreed to hire the adviser(s) within the next three months.

Action: CFO/Internal Sponsor to liaise
with Non-Executives in order to complete

process within next 3 months

8.7. It was noted that schematic diagrams of the proposals for Euston and
Birmingham Curzon Street were required as soon as possible in order to
properly brief the advisers. Later in the life of the project there would need to
be a competitive tender for a development partner.

8.8. The Board noted a planning application would need to be submitted within
the next eighteen months for the station which also took into account the
oversite development on top of it. It was also noted that lines of sight
considerations meant the site and elevation of the development would be
restricted. In discussing the initial planning process, the Board concluded that
the Company did not yet have sufficient information to begin issuing formal
preliminary notices.

8.9. It was agreed that a timeline of key planning decisions and deadlines would
be drafted and circulated to the Board by correspondence

Action: CFO/Internal Sponsor to
liaise with Non-Executives

8.10. The Board noted the update.

9. Change Request – Provision of a Loop at Greenford Station

9.1. The Board received a proposal for the provision of a train passing loop on the
Acton and Northolt Line (Wycombe line), to support the management of
freight trains transporting excavated material from a railhead at West Ruislip.
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9.2. The Board was advised that the proposal would help to provide capacity on
the national network to allow trains to pass each other and to avoid
congestion, while aiding the construction of the Northolt Tunnel.

9.3. It was noted the proposal would involve the potential drawdown of up to
£11.02m from the HS2 contingency, however it was anticipated the eventual
amount would be less than this total. The Board looked forward in due course
to receiving an update on the total outturn below the maximum set out in the
paper.

9.4. The Board approved the drawdown of £11.02m (net point estimate) from HS2
contingency to build the passing loop at Greenford, Greater London. In order
to enhance the capacity of the rail network, to provide the number of train
paths required to move excavated material from West Ruislip.

10. Main Works Civils Contracts (MWCC) – Tender List Recommendation

10.1. The Board received an update on the Pre-Qualification (‘PQ’) evaluation
process and outcome for the Main Works Civils Contracts (‘MWCC’)
procurement, and a proposal to seek its endorsement of the Tender Lists for
those Applicants that would be Invited to Tender

10.2. A presentation was given to the Board which set out the detail of the results
and outcome of the evaluation process in more detail. It was noted the
tenderers were referred to by aliases for the benefit of anonymity

10.3. The Board noted the outcome of the Commercial and Investment
Committee (CIC)’s review of the proposals, noting the Committee was
content to endorse these proposals to the Board, these being as follows:-

- For the paper to be put to the HS2 Ltd Board for its approval; and
- That the Tender List Recommendation paper be approved, with the

selection of ‘Scenario 2’, and released to DfT governance and approval
Boards in order to formalise the Company’s Tender Lists ahead of the
MWCC ITT process

- That, following HS2 Ltd/DfT/SoS/HMT governance cycle and approval,
the Tender List notification letters be issued and debrief sessions held
with successful/unsuccessful Applicants

10.4. The Board noted the independent assessment work that had been carried
out to give the Board and the Company confidence in the integrity of the
process.

10.5. In discussion it was agreed that further design work should be carried out
during the procurement process with the involvement of the Design Panel.

Action: Managing Director
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Construction

10.6. The Board discussed the common design components contract and noted
the EDP contractor will carry out design to assist the company in its work.

10.7. It was noted the update had set out sufficient information to allow the
Company to be satisfied that the procurement has been carried out in
accordance with the Utilities Contracts Regulations 2006 (as amended) and
the process as set out and declared in the Pre-Qualification Pack (PQP).

10.8. The Board noted the update and

- Agreed to adopt Tender List ‘Scenario 2’ as endorsed and
recommended by the Commercial and Investment Committee

[Redacted – Commercial in Confidence]
- Noted the Tender List Recommendation to be taken forward to DfT

11. Rolling Stock and Depots Strategy – Financing Options

[Redacted – Effective Conduct of Public Affairs]

12. Review Point One – Close out

12.1. The received an update on Review Point One (RP1).

12.2. The Board received a tabled report on the organisation's readiness to pass
through Review Point One (RP1) as defined in the Development Agreement.
It was reported that the main item of note was that all milestones had been
achieved and the Company considered that it was in a state of readiness to
pass RP1.

12.3. It was reported that the approval of the Main Works Civil engineering
Contracts Invitation to Tender documents (MWCC ITT) by the Department's
Board Investment and Commercial Committee (BICC) was dependent on
the Company having passed through RP1.

12.4. It was confirmed that the process to proceed to RP1 completion had largely
proceeded according to plan with seventeen strategies and six sub-
strategies having been completed and 271 separate capabilities
documented.

12.5. In discussion it was agreed that a copy of the Sponsor's Handbook would be
circulated which gave further detail on the definition of the terms 'client'
and 'sponsor'.

Action: Board Observer
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12.6. The Board discussed having clear sight of the route through RP2 to the
completion of RP3. It was noted that this was dependent on an increase in
the organisational resource of HS2 Ltd and a corresponding reduction in the
resource of the Department, and a range of views was expressed.

12.7. It was agreed that appropriate comment on this would be included in the
letter that was being drafted on behalf of the Chairman to be sent to the
DfT.

12.8. It was noted that the Company's Audit and Risk Assurance Committee
would be meeting on 23 March to consider the Baseline Six Assurance
report and the RP1 readiness report in more detail.

12.9. It was noted that subject to the satisfactory outcome of this discussion a
further update (including a recommendation for a decision) would come
back to the next Board meeting.

Action: Programme and
Strategy Director

12.10. The Board noted the update.

13. Business Plan – approval

13.1. The Board received an update on the Business Plan.

13.2. The Board noted that the proposal was largely limited to budget matters
and the Board would like to see a Business Plan setting out the Company's
vision and direction of travel for the next three years. It was noted this
matter was being prepared by the communications team and would be
brought back for the Board to review in the next four to six weeks.

Action: Strategic Communications Adviser

13.3. It was noted that 25% of the indirect costs allocated to the project had
already been spent. Officers were advised that every penny saved would
therefore matter particularly if the project was to overrun. It was noted that
the management and financial reporting was being improved to reflect a
move away from annualised spending with more attention paid to linking
inputs to outputs, earned value and cost performance indices.

13.4. The Board voiced its concern that 25% of indirect costs had already been
spent. It was noted this included the cost of consultants and seconded staff.
The Board observed it was encouraging to see that headcount was being
limited after a period of expansion.

13.5. It was noted that the business plan should include how to stabilise back
office functions and review possible duplication of functions between the
Design and Technical directorates.
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13.6. The Board discussed Land and Property resourcing and noted that the
budget for this area was currently controlled by the Department. It was
agreed to follow up on when ownership of this budget would transfer to the
Company and to agree a target date for this transfer.

Action: Chief Financial Officer/
interim Director of Land & Property/Board Observer

13.7. It was agreed that for a future Board meeting the Board would receive an
analysis of the Company's direct overhead costs and on-costs and for this to
be profiled over the life of the Phase One project with turnover of metrics.

Action: Chief Financial Officer
13.8. The Board noted the update.

14. Corporate Affairs report

14.1. The Board received a monthly update on the activity of the Corporate Affairs
department.

14.2.The update was taken as read and was noted by the Board.

15. Date of Next Meeting – 7 April 2016

16. Any Other Business

16.1. There was no further business.

Signed:


