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Business Case Paper for Strategic Investment in the Telecommunication Network
Basis of preparation

The National Roads Telecommunication Service (NRTS) project is a Public
Private Partnership (PPP) currently being negotiated with the Preferred Bidder..
The purpose of this revision of the business case is to update the previous
evaluation (Revision J) of the three options considered to ensure that the same
option (Option 3) still offers the best value for the HA.

Oudline of the present position and the problen:i to be solved

The HA’s strategic aim is to contribute to sustainable development by
maintaining, operating and improving the trunk road network in support of the
Government’s integrated transport and land-use planning policies. This aim relies
increasingly on the deployment of new systems and applications for real-time
traffic management and the delivery of information to road users (both bemg
central to the HA’s new role as network opemtor)

The present position is an existing telecommunication netwc;)rk that has grown in a
piecemeal fashion over the last 30 years. This has resulted in a fragmented
approach to investment that is now at odds with the national dimension of the'

HA'’s network operator role.

The telecommunication network needs strategic, national and long-term

investment if it is to provide the capacity, resilience and functionality demanded
by the National Traffic Control Centre (NTCC), the Video Information Highway
(VIH), Active Traffic Management.(ATMg), the amalgamation of Police Control
Offices (PCOs) into Regional Control Centres (RCCs) and the many roadside
devices that are likely to be added to the network during the life of the project.

Urgency of the problem

The planned roll-out of roadside devices, the development plans for technology
schemes and the migration from PCOs to RCCs all rely for full functionality on
the availability within the next few years of an effective, highly reliable, high
integrity, high bandwidth telecommunication network. Without an immediate
commitment to expenditure the transmission network will not have the capability
to support these technology schemes and the HA will be unable to meet its
commitments and forward programme.

The large benefits of these technology schemes (see Appendix 1) illustrate the
scale of the roadside communications that are to be supported by NRTS.

Cost classification of the proposed expenditure

The proposed expenditure is made up of Capital and Revenue and will be
classified accordingly.

Primary purpose of the proposed project

The primary purpose of the project is to achieve significant technical
improvements in the telecommunications service.
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Budget provision for the proposed expenditure

The estimate for new investment is currently ¢. £260m (plus inflation). This
would be paid for, together with the operation and maintenance of the existing
network, through a PFI service charge over 8% years. The budget for this service
charge has been estimated at £64m per annum Budget estimates have been
approved in SR2004.

Statement of project’s objectives

The aim of the NRTS Project is to facilitate the HA’s role as network operator
through the provision of telecommunications services at best value to support the
current and future highway communications systems and future “Smarter Roads”
initiatives.

The project’s specific objectives are set out in Appendix 2. They build on the
HA'’s prime objectives listed in the Business Plan 2004-05.

Description of possible solutions ‘

In identifying possible solutions, three options for investmerit have been
developed. Each option provides the transmission capability to enable the HA to
meet its future obligations over the next 10 years. Each option is now considered
over a 10% years duration as there a 6 month handback penod at the end of the
contract term during which NRTS Co will still provide services, commencing 1*
April 2005.

Option 1 is 4 Base Case strategy that contains no requirement for a national
scheme and no requirement for planned investment in either the renewal of life-
expired cabling or the transmission upgrade. Under this option, the HA would
still continue to roll out its technology schemes and would upgrade the network
capacity as required for each scheme. This would result in several transmission
upgrades on the same section as more technology schemes are rolled out. Cabling
would be replaced either as part of a technology scheme or when it failed. This
piecemeal approach would result in failures owing to life-expired cabling,
equipment and facilities. The HA would only be able to meet its obligations by
means of numerous and repcnnve ad hoc repairs, replacements and maintenance
works. This would result in an inefficient investment strategy and high overall
costs over the 10'2 year period considered. This is detailed in the additional
unplanned costs in the tables below.

Option 2 builds on the Base Case by providing a planned approach to Renewals
and thus maintains the functionality of the existing network over the 10% year
period. However, it makes no planned provision for investment to cope with
significant increases in HA demand. Ad hoc investment in the transmission
upgrade would still result in many of the inefficiencies and increased overall costs
identified under Option 1.

Option 3 builds on the Base Case by providing a planned approach, through a
national scheme, to both the renewals (as in Option 2) and the transmission
upgrade. This strategic investment delivers on a timely basis the network capacity
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and capability requirements implied in the HA’s Nationally Focussed Programme
and avoids the inefficiencies of the ad hoc investment described in Options 1 and
2. The early investment in the transmission upgrade also delivers levels of
nationwide network resilience that are not achieved under Options 1 and 2 until

the end of the 10V year period.
8.5  The table below shows a summary of the costs for the three options. These costs
are presented in detail in Appendix 3.
: Option 1 Option 2 Option 3
£m Real (Base Case)

Total HA risk-adjusted '
planned investment 0.0 115.0 258.4
Additional unplanned costs 531.9 322.5 00
Total 531.9 437.5 258.4
Incremental saving 0.0 - 944 273.5

Note: Costs presented are undiscounted prices as at 31 March 2004
8.6  Summary of Option NPVs

Option 1 Option 2 Option 3
£m NPV (Base Case)
Total HA risk-adjusted '
planned investment 0.0 72.7 191.0
Additional unplanned costs 356.4 223.1 0.0
Total 356.4 295.8 191.0
Incremental saving 0.0 60.6 165.4

Note: . Costs presented are discounted at 6% per annum 1o 31 March 2004

9 Best value option

9.1  Since the CIC’s approval in November 2003, the costs of all three options have
risen to reflect an increase in the quantity of investment required and the
associated risks. Details of the changes in costs can be found in appendix A.5.
The best value option is still Option 3. As well as being the cheapest option it
also represents the best technical solution, as the strategic investment in the
transmission upgrade will provide technical improvements and increased
regilience early in the project period.

9.2  As presented, Option 3 is delivered under conventional procurement. However,
the HA is currently in negotiation with the Preferred Bidder with the intention of
procuring Option 3 under a Public Private Partnership, provided it continues to
demonstrate value for money when compared with Option 3 under conventional
procurement.
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10 Recommendations

10.1  The CIC is requested to reconfirm its approval of Option 3 as the best value
option,
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Appendices

Al

A2

A3

Ad

AS

A6

ANALYSIS OF THE BENEFITS IN OTHER SCHEMES ENABLED BY THE NRTS

PROJECT 1
NRTS PROJECT OBJECTIVES 2
ANNUAL CASh FLOWS 3
TOTAL NRTS PROJECT COSTS ccvenci 8

CHANGES BETWEEN REVISION J AND REVISION K OF THE C1C BUSINESS
CASE PAPER 9

‘Changes Between Revision K and Revision L of the CIC Business Case Paper



T AN 9H0/3/LM/ETEC0AD) |

630 [V aded

“aBuyoe  a[diL] ) JO 950 SB SUIRS IY) q 0} PIUMSSE U] dARY

500T AInf 12

‘§IJouoq 9591 ], ‘SUOTIEOTENUILICSA[3) 33 JO JUIWIL[daI A1 YILA POTEIO0ssE 950 AJuo ‘PIPRIOU] UI3Q 3ARY SUTIIPLM JO SJ2TSG o7 [[BION. 8
o B "HORITUISUOD JBJE JeSA Y[} JUIDOR O] PYUINSSE oI Sgouayg L
§301ASD SPISPROI SUNSIXS WOK S1HIUSG JO UINE] Ua3q STY JUROIOE ON 9
_ -pouad pIINg [ENI 5) JO PUS ST [HUN 313]dWO0 3q 0} AN 10U ST AN[Iqedes TOISSTWISURY PUE SIMONNSRIUL
Jom}au o 0} opesSdn ot se ‘pouad [ERTUL AT UI INO PIT[OI SIJIASP SPISPEOI WOL PIALIP IIE JUT) YU AU JO USNE] U3 SBY JUROIIE ON  §
(asu) ssamsng A 100 Woy) wnoue 1od uny 10d [¢/°8F SI SBISWED A LDD JO IYIUSH YL
(8 210N 95) wnuue 1od woy 2d 000°LZ1F _ ST UIISpIM JO IWIURG 3L €
(a58)) SSouISNY USWISEUR OJELL, FSANOY OUF WOL) wnuwe 1od uny 10d 000°LZ13F st aesjord a[dLLL Sy Jo Jyauag AL T
(asE)) ssouTSNg JusWaTeUT Y SYJLL], FAROY Y WOL) wnuue sod unj 2od 00081017 S! USWASEUBIA ORI, SATOY Jo jyausg aq], |
:suondumssy
(soyeumse VH uo paseq) Aiiqedes
uoIssISTen o 30 apesSdn SIN o) Jo1Je SI01A3p SPISPEOS JO JNOJ[0X SY £q POSBAJ §1Jauaq PAUNOOSIpUN Jo Apulumg [V 3[q8L
0,°21823| vBER.3 0€°'0293 SLL8¥3 LB'VOES ¥L'SSC3 850513 | SS'6ZL3 99'LL3 00°03 0003 0003 IYLOL
2 TA FA A 68°.C3 S9'LC3 oFeL3 0Z'LL3 6rCL3 1993 LSEF 0003 00°03 00'03 ALDD
LO9LLI 8T SP3 ZE'6EJ £L'8C3F Z8'SC3 06923 09'93 99'63 €103 0003 0003 - 0003 SOWaYOS DUIUBPIAA
¥5'c69 |3 198053 LB L0PZ - | LGPEE3 0L'6023 | €90CL3 S1°653 51653 mﬂmﬂu 0003 0003 0003 W:.MMWN@
98°L083 BS'OGLE 8Z'SrL3 Oy LELS 9S'LLLE #2263 SECLI 90’853 EEPEF 0003 0003 0003 abexoed sjduL
w3 w3 w3 w3 w3 w3 w3 w3 w3 w3 w3 w3
WLOL 7102 €102 zL0Z 1102 010z 8002 8002 2002 9002 5002 Y002 | MOV BuluiBeq JeoX

JPOMISN UOHRIUNUILIOND[a ], U Ul JUSUNSIAU] 2133jen)§ 10} Jode ase)) ssauisng

"PoST[EAI 2q JSAST ABUI JIOMIZU SY} 0} SIIAIP IPISPE0I SWPPE JO $HYuaq 1 “sford §IYN o1p wpun pajsonbox Asuow [euonIppE 3@
MO “I9ASMOH TS} JUNOD 3[qNOP 03 3q PO 1813 10j ‘0aloid STUN 9T JO SHPUIQ 3q 0] PAISPISUOD JOU JIE §1Y3UQ S5, FOMIAT TOISSTISURY
2300 9y JO ouepodun 9YF SJRHSUOWIP O} MO[3] INO JIS TR SIOIAIE AFO[OUYDS] SN PUB JUSLIMD Su) WOLJ ISHB JUr} $14IUIq Juedyrudes sy,

LOHALOU SIUN AHL A9 X IEVNT STATHDS YTHLO NI SLIJANAYI THL 40 SISATVNY

*A[[NJ§8009NS PIISAI[EP e 83914195 AZo[OUT2}
aumgry pue juonno Sy Jeyy xded sty ul pajussosd suondo ayl JO [IBD JIPUN PIWNSSE ST J] “SIVNAIE A30[0uyd9) MmNy pue JuaLmD Jof Ayijiqeded
uotsstsuen Aressoost ouy Surpiaosd Aq owuwreiSosg passnoo A[[EUONEN S VH S UL PIPN[IUL SSWSIE A3ojouyss) 2y suoddns 1osload sny],

vy



Business Case Paper for Strategic Investment in the Telecommunication Network

A.2 NRTS PROJECT OBJECTIVES

The objectives of the NRTS Project are to:

e Coordinate the planning of the HA’s requirement for telecommunications services;

e Maintain, operate and manage the existing and future telecommunications services;

e Upgrade and extend the telecommunications services;

e Manage changes required in the telecommunications setvices to meet the future needs

of the HA;

o Facilitate and manage services associated with wider market and third party

opportunities.

This NRTS Project would aid the HA to meet its prime objectives of reducing
congestion, improving reliability and improving road safety by the following:

Reducing Provides the transmission services for the NTCC (responsible for strategic.

congestion traffic management), MIDAS, VMS, CCTV and controlled motorway

and schemes.

improving

reliability A strategic programme of infrastructure renewals and deployment of new
technology-in the telecommunication network will improve reliability, simplify
maintenance and enable the central management of network operations.
The capacity and capabilities of the telecommunications service will be
improved so that faster and more comprehensive traffic data and camera
images can be made available to the road user (e.g. via the Travel and Video
Information Highway initiatives).
Provides support for market driven future developments, e.g. roadside to
vehicle communications links.

Improving - | Provides transmission services to MIDAS, VMS, CCTV and controlled

road safety motorway schemes, as well as supporting the wider deployment of

; enforcement cameras,

The NRTS project would also support “joined-up government” by providing network
capacity for inter-governmental initiatives such as road pricing, The Home Office’s
Automatic Number Plate Recognition (ANPR) and VOSA’s weigh-in-motion proposals.

21 july 2005
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Business Case Paper for Strategic Investment in the Telecommunication Network

A34 - Discounted Cash Flow Analysis

The following financial assumptions have been used in preparing the tables in Appendix
3:

! Project costs are discounted to 31 March 2004 using a discount rate of 6 % (as per HM
Treasury guidance).

2 All cash flows are priced as at 31 March 2004 without inflation. Non-recoverable VAT is
included (assumed to apply to 100% of capital expenditure).

3 Cash flows are assumed to occur at the middle of the year for the purposes of calculating a
Net Present Value.
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Business Case Paper for Strategic Investment in the Telecommunication Network
A4 TOTAL NRTS PROJECT COSTS

The expenditure requested under this paper relates to the national transmission capability
required to support national and regional technology schemes. - The expenditure
comprises all the additional money that is currently neither budgeted, nor expected to be
budgeted, in other projects or schemes,

This additional money forms only part of the NRTS project. The NRTS project as a
whole will pull together many strands of work that are currently within other projects or
schemes. For example, the maintenance of the existing core transmission network is
managed under a national contract that will be subsequently covered by the NRTS
umbrella, as will the cabling elements of the “triple package” schemes. In addition, when
other schemes install a roadside device such as a Variable Message Sign, the NRTS
project under a call-off arrangement will be responsible for its connection to the
transmission core network. The quantity of call-off items has been estimated but will
depend on the number of roadside devices installed, by others, on the roadside. :

For information only, the total costs of the NRTS project as currently envisaged are
provided in the table below. Note that the costs of the renewals and the transmission
upgrade shown in the table together make up the cost of Option 3 presented in this
Business Case paper. i

Existing Option 3 NRTS NRTS
costs Total costs | Total costs
(£m) With Without
. VAT(@Em) | VATEm)
‘| Renewals [Transmission ;
(£m) ade (Em)
Capital expenditure :
Longitudinal cabling 152.7 69.6 18.1 240.3 204.5
Transmission upgrade 51.5 51.5 438 -
CCTV Mast Service 0.0 ' 0.0 0.0
Transmission stations 75 7.5 6.4
Local connections 71.2 12.9 84.1 71.6
Aerial site service [zero net
cost] 0.0 0.0
Operating expenditure
Transmission service operation 3
and maintenance ' 91.5 0.8 - 49 97.2 97.2
Installation and operation of . )
monitoring systems 32.2 32.2 32.2
Consultancy Service 2.6 2.6 2.6
Overhead - Management and
administration 2.1 0.0 9.7 11.8 11.8
Contingencies
Capital expenditure 51.9 24.1 15.8 91.7 78.1
' Operating expenditure 24.0 0.2 114 35.6 35.6
Total 396.1 115.0 143.4 654.5 583.8
Table A4-1 Analysis of the tota] NRTS project costs (Total costs undiscounted as at 31 March 2004)
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