IMPORTANT NOTICE

This Document is issued by the Strategic Rail Authority (“the SRA”) pursuant to its
functions and duties under the Railways Act 1993 (the “Railways Act”), the Transport
Act 2000 (the “Transport Act”) and the Directions and Guidance issued to the SRA
under the Transport Act.

All references in this Document to the SRA include, where appropriate and unless the context
requires otherwise, references to the SRA’s predecessors and any successor bodies.

This Document is not a recommendation by the SRA, or any other person, to enter into a
Franchise Agreement or to acquire shares in a franchisee or a parent undertaking of either of
them. In considering any investment in a franchise, franchisee or a parent undertaking, you
should make your own independent assessment and seek your own professional financial and
legal advice.

The information contained in this Document does not purport to contain all of the
information that a prospective franchisee or shareholder may require. None of the SRA, the
SRA’s financial adviser (to be appointed) nor any of their respective subsidiaries or associates
nor the directors, partners, employees, agents or advisers of any such person (such directors,
partners, employees, agents or advisers being hereinafter referred to as “representatives”),
makes any representation or warranty (express or implied) (and no such representatives have
any authority to make such representations and warranties) as to the accuracy, reasonableness
or completeness of the information contained in this Document.

All such persons or entities expressly disclaim any and all liability (other than in respect of
fraudulent misrepresentation) based on or relating to any such information or representations
or warranties (express or implied) contained in, or errors or omissions from, this Document
or based on or relating to the recipient’s use, or the use by any of its subsidiaries or the
respective representatives of any of them in the course of its or their evaluation of any
franchise or the shares of any franchisee or any other decision. In the absence of express
written warranties or representations as referred to below, the information in this Document
shall not form the basis of any Franchise Agreement or any other agreement entered into in
connection with the replacement or acquisition of a passenger rail franchise or acquisition of
shares in a franchisee.

The only information which will have any legal effect and/or upon which any person may rely
will be such information (if any) as has been specifically and expressly represented and/or
warranted in writing to a successful franchisee in the relevant Franchise Agreement or in any
other relevant agreement entered into at the same time as the Franchise Agreement is entered
into or becomes unconditional.

This Document is being distributed only to, and is directed at, (a) persons who have
professional experience in matters relating to investments falling within Article 19(1) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2001 (the “Order”) or
(b) high net worth entities, and other persons to whom it may otherwise lawfully be
communicated, falling within Article 49(2) of the Order (all such persons together being
referred to as “relevant persons”). Any investments to which this Document may relate are
available only to, and any invitation, offer or agreement to subscribe, purchase or otherwise



acquire such investments will be engaged in only with, relevant persons. Any person who is
not a relevant person shall not act or rely on this Document or any of its contents.

This Document is confidential. Neither this Document, nor any part of it nor any other
information supplied in connection with it, may, except with the prior written consent of the
SRA or its financial adviser (to be appointed), on its behalf, be published, reproduced, copied
or disclosed to any person other than the Recipient’s advisers, nor used for any purpose other
than in assisting the Recipient’s preparation of its bid for the Greater Western Passenger Rail
Franchise. Upon request, the Recipient will promptly return this Document and any other
information provided in connection with it, without retaining any copies thereof.

This Document does not constitute an Invitation to Tender (ITT). In due course, the SRA is
expected to issue an ITT for the Greater Western Franchise (see Section 3 of this Document).
This Document is designed to assist you in deciding whether to lodge an expression of
interest. An ITT will be issued to you only if you successfully qualify on the basis of the
process set out in this Document.

Any person proposing to submit an application to receive an ITT for the Greater Western
Franchise will be required to enter into a Franchise Letting Process Agreement containing
confidentiality and non-collusion undertakings. Nothing in this Document supersedes, or in
any way amends or affects, any provision of the Franchise Letting Process Agreement.

Financial, legal and technical advisers (to be appointed) will be acting for the SRA in relation
to the letting of the Greater Western Franchise and will not regard any other person as their
clients or be responsible to anyone other than the SRA for providing the protections afforded
to their clients or for advising any other person on the contents of this Document or any
matter referred to in it.

In the event that responsibility for rail franchising transfers from the SRA to the Department
for Transport prior to signature of a franchise agreement, the procedures and policies set out
in this document will continue to apply.

17" December 2004
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1 Introduction and Purpose of this Document

1.1 Background

The SRA has announced its intention to invite expressions of interest for the Greater Western
Franchise in order to let the franchise following expiry of agreements relating to operations of
the First Great Western, First Great Western Link (formerly Thames Trains) and Wessex
Trains franchises.

This Document is addressed to parties who may be interested in the proposed letting of the
Greater Western Franchise.

This Document:

(@) Provides background information and details of the Greater Western Franchise;

(b) Outlines the letting process; and

(c) Describes the process for qualification for receipt of an Invitation to Tender (the “ITT”).

The powers of the SRA in relation to franchising and the re-letting of franchises can be found
in the Railways Act and the Transport Act, which can be accessed via
www.hmso.gov.uk/legis.htm.

2 Key Obijectives of Letting

2.1 SRA Franchise Replacement Principles

The SRA’s primary objectives in the re-letting of franchises are set out in the Government’s
White Paper entitled ‘The Future of Rail’ dated July 2004 and the SRA’s Franchising Policy
Statement dated November 2002. These will be reflected in the letting process for the Greater
Western Franchise and include:

(@) Maintaining high standards of safety;

(b) Improving operational performance and sustaining a level of service quality consistent
with meeting customer needs;

(c) Delivering an efficient service within public expenditure constraints that represents value
for money for passengers and taxpayers; and

(d) Securing accountable, viable operators who are able to demonstrate a culture of excellence
and continuous improvement.

The Government’s White Paper ‘“The Future of Rail’ can be found on www.dft.gov.uk. The
SRA Franchising Policy Statement document can be found on www.sra.gov.uk.




2.2 Franchise Specific Objectives
The SRA requires the new Greater Western Franchise to:

(@) Accommodate predicted growth and manage crowding in the Bristol — Thames Valley —
London rail corridor;

(b) Capture the potential of emerging rail markets for example, along the Cardiff /
Portsmouth axis;

(c) Integrate existing operations to generate cost reduction synergies and improve the overall
train service specification in the Cardiff — Bristol area and between Bristol and the West of
England,;

(d) Review the strategy for service provision on branch lines west of Bristol, including options
involving Community Rail;

(e) Develop a timetable to optimise service provision on the main lines including, measures to
address overnight travel and seasonal fluctuations in demand;

(f) Assess options for improved access to airports. This will include, exploring opportunities
for connections to Heathrow from the west at Hayes and Harlington and improved access
to Gatwick Airport;

(9) Promote integrated transport solutions and social inclusion by, amongst other things,
enhancing passenger facilities and access to stations by all modes;

(h) Create appropriate engineering access to improve the effectiveness and efficiency of
maintenance activity and renewals;

(i) Cooperate with the development and implementation of longer term rolling stock
strategies; and

() Maintain a strong regional orientation, responsive to the needs and aspirations of local
stakeholders.

(k) Allow for the development and implementation of Crossrail in the event authorisation and
funding for this project are secured.

The SRA intends to achieve these objectives through securing a franchisee for the Greater
Western Franchise who:

e Demonstrates an ability to sustain high performance on long distance, regional and local
routes;

e Understands the characteristics of comparable rail markets;

e Is an experienced and efficient operator of differentiated railway passenger services with a
high standard of customer service; and

e Possesses the financial strength and innovative capability to build upon the existing
operations and take the franchise forward.

The commercial arrangements entered into for the Greater Western Franchise are expected to
be consistent with the objectives set out in Sections 2.1 and 2.2 above and based on the
template Franchise Agreement. However, the SRA reserves the right to alter or amend both
the Franchising Policy and its application to the Greater Western Franchise at any time.



4.2 Award of the Franchise

The Franchise will be awarded to the bidder who presents the most economically
advantageous tender in terms of criteria to be specified in the ITT. The SRA reserves the
right not to award the Franchise Agreement to any bidder.

There will be a number of conditions precedent to the completion of the Franchise
Agreement, for example, relating to the execution of track access agreements, other
contractual agreements and the provision of financial guarantees where these are required.
The ITT and related documentation will contain further information. Bidders’ attention
however is drawn at this stage to the following, which will be included as conditions
precedent:

() The obtaining of the appropriate licences from ORR. Further details will be given in
the ITT but information can also be found in the Railways Act and the Transport Act
and by accessing the ORR website at www.rail-reg.gov.uk;

(b) The acceptance/approval by the Health and Safety Executive of a Safety Case (being
the statement of procedures, standards and internal regulations designed to achieve the
safe provision of the operation of the franchise services). Further details will be given
in the ITT but information can also be found in the Railways (Safety Case)
Regulations 2000 and the Railway Safety (Miscellaneous Amendments) Regulations
2001 (which can be accessed via the HMSO website given above) and by accessing the
HMRI website at www.hse.gov.uk/railway/rihome.htm.

Please note that current safety case arrangements are under review by the HSE in response to
implementation of the European Rail Safety Directive.

The SRA may at any time during the letting process require bidders to demonstrate that they
will be in a position to obtain the necessary licences from ORR and satisfy the requirements
relating to acceptance and approval of the Safety Case. The SRA may at any time during the
letting process require bidders to apply for the necessary licences from ORR and/or seek the
approval/acceptance of the Safety Case in order to ensure that both are obtained prior to the
service commencement date.

Each of the steps in the franchise letting process described above are indicative only and the
SRA reserves the right to vary, suspend or terminate the process in any way including:

e Terminating negotiations for the award of the Franchise Agreement after or before the
selection of a preferred bidder; and

e Whether or not to select a single preferred bidder with whom to negotiate and conclude
on the basis of bidders’ tenders.

No discussions or negotiations will be legally binding on the SRA unless it expressly agrees
otherwise in writing.



5 Instructions for lodging an application to qualify to receive an ITT

5.1 Lodging of Applications

Applicants are required to submit five copies of a completed response to the Questionnaire
and EFQM answering all of the questions completely. Completed responses should be
delivered at or prior to 12.00 noon GMT on 2™ February 2005 to Nick Seaward, SRA, 55
Victoria Street, London, SW1H OEU.

No other documents or information should be submitted with the completed response. The
responses should be submitted in a single sealed envelope marked “Greater Western
Passenger Rail Franchise - Qualification for receipt of ITT”. The envelope should not be
marked in any way that would indicate the identity of the Applicant. Responses received after
the deadline set out above or which are not duly completed and signed may be disregarded.
Nevertheless, the SRA expressly reserves the right, in its absolute discretion, to treat any
response to the Questionnaire as valid and to proceed with the inclusion of any Applicant
notwithstanding any procedural defect in relation to a response to a Questionnaire.

All responses must be in English.

An application to qualify for receipt of an ITT will be considered on the basis of information
supplied in accordance with the requirements of the Questionnaire provided with this
Document. The SRA expects the information supplied in responses to the Questionnaire to
be unambiguous. However, the SRA reserves the right to seek clarification of any information
contained in responses to the Questionnaire from Applicants. As a precondition to accepting
an Applicant’s Questionnaire the SRA must be in receipt of an FLPA containing
confidentiality and non-collusion undertakings signed by the Applicant.

Copies of the Questionnaire and the Franchise Letting Process Agreement are also available
on the SRA’s website www.sra.gov.uk and on request from Dale Ward, SRA, 55 Victoria
Street, London, SW1H OEU, e-mail: dale.ward@sra.gov.uk, telephone 020 7654 6392, fax 020
7654 6010.

It is anticipated that Applicants will be informed whether they have qualified to receive an ITT
no later than 31 March 2005. The SRA reserves the right to change the timing and any other
aspect of the proposed franchising letting or qualification for receipt of ITT process at any
time without prior notice.

In no circumstances will the SRA be responsible for any costs incurred by Applicants in the
preparation of responses to the Questionnaire and/or in connection with the process for the
award of the Greater Western Franchise.



5.2 Requests for Clarification

Applicants may request clarification of the matters covered by this Document. These issues
should be raised in writing and addressed to Dale Ward, SRA, 55 Victoria Street, London,
SW1H 0EU, e-mail: dale.ward@sra.gov.uk.

Clarification requests received will be replied to by the following dates:

Clarification Questions

Received by: Response by SRA by:
31 December 2004 7 January 2005

19 January 2005 26 January 2005

The last date for the receipt of clarification questions will be 19 January 2005.

The SRA will issue, from time to time, a bulletin to all Applicants summarising the
clarification requests and the SRA’s response. This bulletin will be posted on the SRA’s
website www.sra.gov.uk. A final bulletin will be issued by 26 January 2005.
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Schedule 1 — Greater Western Franchise Summary Information

1 Passenger Services

The new Greater Western Franchise will operate long distance, regional and local services in
the Thames Valley, Cotswolds, Avon and the West of England and some cross border
services into South Wales. This will be achieved by consolidating the existing operations of
First Great Western, First Great Western Link (formerly Thames Trains) and Wessex Trains
within a single franchise.

The First Great Western passenger business is dominated by trips to, from and through
London Paddington from Bristol and Cardiff. First Great Western Link is characterised by
shorter distance inner and outer suburban travel, predominately through Paddington. Peak
flows to and from London together with commuting and leisure journeys to Reading, Oxford
and along the North Downs corridor between Reading and Gatwick Airport are also
significant elements of this franchise business. Plans to change the balance of train services
operated by these franchises along the Thames Valley corridor will be implemented in
December 2004.

Journeys on Wessex Trains are typically commuting or leisure trips from small dormitory
towns to the adjacent main centre. It also acts as an important feeder for Intercity trains,
predominately between the West of England and London. The Cardiff — Portsmouth express
route is responsible for nearly half of Wessex passenger revenue and 40% of total passenger
journeys.

Many of these routes and services are characterised by seasonal fluctuations in demand and

the new franchise will meet the needs of a broad spectrum of rail market segments, most of
which have grown significantly since 1996.

2 Consolidated business statistics 2003704

Total | % First Great % First Great | %Wessex
Western Western Link
Passenger Journeys (m) 67 31 53 16
Passenger miles (000's) 2517 64 25 11
Total staff employed 4441 58 22 20
Passenger revenue (Em’s) 433 68 23 8
Fleet size (vehicles) 854 62 24 14
Train miles (m) 25 40 30 30

3 Stations

The existing franchises are station facility owners at 210 stations: First Great Western owns
15, First Great Western Link owns 71 and Wessex Trains owns 124. The existing franchises
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also serve a further 120 stations including the Network Rail Major Station at London
Paddington.

4 Rolling Stock

First Great Western passenger services are predominantly provided by high speed Class 43
trains. In addition, 14 Class 180 ‘Adelante’ five car DMU’s have now entered service between
London, the West of England and South Wales. Class 47 locomotives are being replaced by
Class 57 units on the sleeper services between London and Penzance for which
accommodation is provided by Mk 2 / Mk 3 coaches.

Maintenance is carried out at five depots — Old Oak Common (London — Mk2 stock), Laira
(Plymouth), St Philips Marsh (Bristol), Landore (Swansea — Class 47s & 57s) and Long Rock
(Penzance — sleeper coaches).

First Great Western Link services are predominantly provided by a fleet of Class 165 / 166
diesel multiple units in two and three car sets. These are maintained at a purpose built depot in
Reading and at Oxford.

Wessex Trains routes are served by a mixed fleet of Class 143 / 150 / 153 / 158 diesel
multiple units and two additional Class 31 locomotives with Mk 2 coaches. The franchisee is
depot facility owner at Exeter but fleet maintenance is mostly carried out under contract with
Arriva Trains Wales (ATW) at Canton (Cardiff).

5 Current Franchise Status

The current First Great Western and First Great Western Link franchises expire on 5
February 2006 and 31 March 2006 respectively. The Wessex Trains franchise has been
extended to 31 March 2006.
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Schedule 2 — Greater Western Illustrative Route Map

Map shows extent of current services
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