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1 Purpose

This document sets out the agreed process for operating Crossrail’'s Commercial Assurance Function.
The purpose is to provide a clear and consistent overview of:

¢ the vision for Commercial Assurance
e the process of operating Commercial Assurance
¢ accountabilities for the implementation of Commercial Assurance

Any questions in relation to this document’s content should be directed to the process author and / or
the Head of Commercial Assurance.

2 Scope

The scope of commercial assurance spans across the Crossrail Programme, with a particular focus on
contracts where Crossrail (CRL) have directly engaged main contractors. Commercial Assurance
reviews will be focused on assessing, supporting and ultimately assuring that the delivery teams and 1°
tier suppliers working across the Programme are operating to a level of commercial performance that
will enable CRL’s costand commercial objectives to be met; the principal objectives being the
achievement of value for money and predictability.

The aim is to enable a level of sustainable self-assurance to be achieved and demonstrated to the
Programme’s stakeholders.

Reviews will principally be undertaken by the Head of Commercial Assurance with support from the
centrally located functional heads and managers.

The accountability for successfully operating the commercial assurance function will be within
Programme Controls, however accountability for specific areas of the framework may sit across other
areas of the Programme with the coordination responsibility sitting with the Head of Commercial
Assurance within Programme Controls.

3 Definitions
Acronyms within Definition
Process
PCWG Programme Controls Working Group —the Group (made up of functional heads)
accountable for the operation of commercial assurance and programme controls across
the Programme
cvC Commercially Valuable Contract—a contract identified as being of appropriate
commercial significance to be given a CVC classification thatwill meanitis appropriately
tracked through pro-active reviews and monitoring of commercial performance metrics
PDA Project Delivery Agreement— over-arching agreementthatsets strictobligations for
Crossrailto meet
TFL Transport for London — Internal Auditors of the Programme
AFC Anticipated Final Cost — the forecastoutturn costfor a contract/ project/the Programme
CRL Crossrail Limited — Organisation responsible for delivering the Programme
Page 4 of 31
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4 Commercial Assurance Vision

The primary objectives of the function are to:
1. Be pro-active;aiding delivery teams (including the 1°*' tier supply chain) in establishing
appropriate commercial controls and best practice performance levels

2. Support capability enhancement; providing access to Crossrail’s functional leaders / their
dedicated teams

3. Drive continuous improvement; through bringing outside learning into the Programme and
acting as a platform for shared learning

4. Be efficient to operate; directing resource to aid improvement and avoid man-marking

5. Provide demonstrable evidence to stakeholders; through capturing quantitative evidence of
best practice commercial performance

5 Proactive Contract Review Process

Crossrail wish to adopt an intelligent approach to commercial assurance, and have therefore worked
with CRL/TFL (Internal Audit) to incorporate a mechanism into the procedure known as the Proactive
Contract Review Process. This is designed to drive self-assurance into the delivery teams and 1° tier
suppliers in a structured manner potentially resulting in the opportunity to reduce the amount of
independent reviews / audits. The focus is on operating the model in an efficient manner whilst

preserving the objectives commercial assurance was des
Control Risk Sel

gned to achieve.
Assessments

Planned
Commercial
Assurance
Reviews

As part of the Proactive Contract Review Process, owners of the commercial controls set out within the
commercial assurance framework (either 1° tier suppliers or delivery teams (PM), will self-certify that
they have the control in place and effectively operating on their contract.
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Performance Level

1

Basic Compliance

The Contractor's AFC clearly identifies the
value of risk exposure.The Contractor's
forecast of risk exposure is regularly tested
against the contingency/ budget for
adequacy.Changes to the Contractor's
forecast of risk exposure are reported
through the Contractor's periodic
dashboard submission.The Contractors
Target clearly identifies thecontingency
available to manage risk.Drawdown from
risk / contingency is undertaken ina
controlled / suitably governed manner
(budget transfer notices are in place and
no retrospective notices have been
issued).Risk exposure is reviewed and re-
profiled as part of theBUF submission.

2

Value Added Compliance

The Contractor's forecast of risk is

made with reference to the risk
management process using aQRA or
other risk technique on at least a
quarterly basis. Drawdown from risk is
subject to a formal changecontrol
process.Changes to the Contractor's
forecast of risk from the baseline are
effectively communicated to
Crossrail.There is ariskbaseline/
profile in place against which the
contractor is measuring performance /
recording when risks expire, close or
are successfully mitigated.

3

Performance Broadly

recognisable as World Class
The contractor understands how the
risk profile has been managed through
the supply chain; ariskbaseline is set
and performance is managed against it
evidence is provided on how risk
provisions are discussed with the
supply chain members; actions are
implemented to mitigate riskand
better performance from the risk
baseline set; learning from sucaessful
initiatives is shared with other areas of
the Crossrail programme.

Assurance Activity

1. Interview the
Contractors Risk Manage
/ Project Controls
Manager to ascertain
how the risklevel within
the target is assessed or
reviewed for adequacy.2.
Ascertain howthe
commercial impadts of
risk are reported,
monitored and assessed.

The example above shows two commercial controls from the AFC Management section of the

1. Robust procedures are operated to assess levels of risk within the forecast. (1st Tier)

2. Procedures are in place to allow the controlled drawdown of risk (1st Tier)

framework that would be expected to be in place on contracts. As part of the commercial assurance
process 1° tier suppliers (as in this example) or delivery teams (PM) may be required to self-certify that
these controls are present and effective. Subsequently the need to undertake contract reviews may be
reduced significantly or even removed and would be discussed with Crossrail’s Internal Audit function.

The over-arching philosophy is for Commercial Assurance to support the operation of a self-assured
model reducing the need for independent central reviews.

6

6.1

Responsibilities

Programme Controls Working Group (PCWG)

Individuals with the primary responsibility for operating programme controls and the commercial
assurance process will form the Programme Controls Working Group (PCWG). The members of the
PCWOG, their role in relation to commercial assurance and their roles within the Programme are set out

below:

Individual

Commercial Assurance Role

Head of Commercial Assurance

Accountable for the operation of Commercial Assurance across the Programme
and Chair of the Programme Controls Working Group. Additionallythis individual
will be responsible for assurance activities in relation to commercial value.

Head of CostAssurance

To implementassurance activities in relation to Cost Assurance.

Head of Risk

To implementassurance activities in relation to the managementofRisk.

Head of Contract Administration

To implementassurance activities in relation to Contract Administration and
Progressive Assessment.

Head of Change Management

To implementassurance activities in relation to the managementof Change.

Head of Performance Assurance

To implementassurance activities in relation to wider supplychain performance.

Project Representative

P-Rep team member covering Commercial, Cost, Contract Managementand
Safety.

© Crossrail Limited
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In addition to the core members of the PCWG above, the following individuals may be invited to attend
working group meetings:

Individual Commercial Assurance Role
Crossrail Commercial Director To act as a route of escalation and to provide group direction and decisions as
required. Accountable for the commercial managementofthe programme.
Crossrail Programme Controls To act as a route of escalation and to provide group direction and decisions as
Director required. Accountable for programme controls across the programme.
Crossrail Head of Audit To provide an interface between, Crossrail Internal Audit, TFL Internal Audit, the

Crossrail Integrated Audit Group (CIAG), the Audit Committee and the
Commercial Assurance Working Group.

Head of Performance Analysis Unit | To provide wider performance information.

Head of Planning To implementassurance activities in relation to Planning.

Stations Sector Business Manager | To provide an effective interface between the Commercial Assurance Working
Group and Stations Sector.

Civils Sector Business Manager To provide an effective interface between the Commercial Assurance Working
Group and Civils Sector.

Systemwide Sector Business To provide an effective interface between the Commercial Assurance Working

Manager Group and Systemwide Sector.

The terms of reference for the PCWG is set out within a separate document accompanying this
procedure. The primary responsibilities of the Working Group are to:

a. Coordinate, integrate and manage the successful implementation and operation of the
commercial assurance function across Crossrail

b. Complete and implementa 13 Period commercial assurance review plan

c. Toact as the group that provides Internal Audit and external stakeholders with appropriate
commercial assurance acting as the first point of liaison for external parties who may be
required to undertake reviews or audits of cost and commercial performance, controls and
process within the delivery function (providing a level of protection to delivery teams)

d. Oversee the implementation of sufficient commercial assurance reviews that would provide
costand commercial assurance to the Crossrail Board and internal / external stakeholders in
relation to Crossrail’s objectives

e. Collect and analyse data to inform programme direction and decision making in relation to
Programme Controls and Commercial management

f.  Maintain the commercial assurance framework and performance metrics that span(s):

Commercial Assurance Metric Crossrail Ltd 15" Tier

AFC Management and Controls

Cost Assurance

Contract Management

Risk Management

Schedule

Supply Chain Capacity and Procurement

g. Manage the output from reviews that may include undertaking targeted assurance activity and
/ or aiding and tracking performance improvement.
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h.  Provide external performance data and carry out benchmarking and comparison exercises as
required to support the demonstration of commercial performance.

The PCWG will sitevery 4 weeks and be integrated into Crossrail’s governance process as shown
below:

6.2 Interface with Internal Audit

The PCWG will provide Crossrail Internal Audit (including TFL) with a level of “Self Assurance” over the
commercial management of the Programme. As part of the creation of a Commercial Assurance
function, Internal Audit (and TFL) was involved in the review and creation of the control frameworks to
be used as the basis of commercial assurance reviews.

The PCWG will obtain self-assurance through:

e Adequately demonstrating that the assurance framework has been applied in a manner set out
within this process to the Contracts contained within the Commercial Assurance Review Plan.

The PCWG will interface with Internal Audit through:

e Providing Internal Audit the opportunity to attend PCWG sessions

e Obtaining sign off for the annual Commercial Assurance Review Plan (CARP)

e Obtaining sign off for the Controls Framework

¢ Providing ad-hoc progress updates as appropriate

e Provide a quarterly update for Crossrail Internal Audit to report to the Audit Committee
6.3 Interface with Other Crossrail Assurance & Audit Functions

The Head of Commercial Assurance will be responsible for managing the interface between the
Commercial Assurance Function and the Head of Management Systems & Assurance. This will
include:

e Aligning the Commercial Assurance activity (review plans and outputs) with the overall Crossrail
Assurance Plan

e Aligning Commercial Assurance activities with the requirements set out within the PDA

All other planned reviews / audits within the Programme that cover cost/ commercial activity must be
coordinated with the CARP.
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6.4 Organisational Accountabilities

Many parts of the Organisation have a responsibility under the Commercial Assurance Function; a
summary of the accountabilities is set out below:

Organisational Group

Commercial Assurance Accountability

Functional Leaders
(see6.1)

To own the controls & performance framework relevantto their functional area
responsibility

To own the Commercial Assurance Review Plan (CARP)
To aid in the coordination of assurance reviews

To undertake reviews where relevant (to be coordinated with the Head of
Commercial Assurance)

To provide an interface with Internal Audit that represents the delivery teams (to
be coordinated with the Head of Commercial Assurance)

To act as a source ofguidance and supportto aid installation of appropriate
controls and industrybestpractice levels of performance acrossthe Programme

Sector Business Managers /
Sector Commercial; / Controls
Directors

Sector Business Manager’s to supportthe compilation ofa Commercial
Assurance Review Plan for their sector

To identify and communicate commercial risks / concerns on a periodic basis to
the Head of Commercial Assurance and assistresolution

To act as a source ofguidance and supportto aid installation of appropriate
controls and industrybest practice levels of performance acrossthe Programme

Project Business Teams &
Delivery Directors

To deliver industrybestpractice commercial performance on behalfof CRL

To assure thatthe appropriate commercial controls and performance levels are
achieved as set out within the framework

To commerciallymanage the 1> tier suppliers

To identify and communicate commercial risks / concerns to the Head of
Commercial Assurance / Sector Business Managers and Director's and aid
resolution

For Sector Directors to report on Commercial Performance oftheir CVC’s within
periodic reports

| 1 Tier Suppliers

To deliver industrybestpractice commercial performance on behalfof CRL

To identify and communicate commercial risks / concerns to the Project Teams
(through the Project Manager) and aid resolution

7 Procedure

This section of the procedure document sets out the “ways of working” in addition to the functional

application of commercial assurance.

71 Commercial Assurance Coverage

Commercial Assurance will focus solely on the post 1° tier award element of commercial activity. It will
assure both delivery teams and 1° tier suppliers, across the following areas:

Coverage Area

Accountable
Manager

Coverage Description

Supply Chain Capacity &

This part of the framework is principally focused on assuring the process for identifying
and managing supply chain capacity and insolvency risks. This is identified through pro-
actively identifying 2nd tier procurement awards, undertaking relevant financial viability

Principal Supply Chain

Procurement checks and acting on relevant market intelligence. This part of the framework willalso Manager
assure thatprocurement actions of 1sttier suppliers are in compliance with the
Crossrail procurement policy and contract requirements relating to procurement.
Page 9 of 31
© Crossrail Limited CRL RESTRICTED

Template: CR-XRL-0O4-ZTM-CR001-00001 Rev 8.0




Commercial Assurance Procedure
CRL1-XRL-Z9-GPD-CR001-Z_50002 Rev 3.0

This part of the framework is focused on assuring the approach to compiling, and the
validity of the reported AFC. Thisincludes assurance that cost and commercial controls

AFC Managerlnent& (governance/trend management / change management) are in place and be effectively Head of Cost
Controls used to provide robust cost performance reporting and control.
This element of the assurance framework assures that contracts are effectively Head of Contract
administered by the delivery teamwith key discharges completed. Administration
Contract Management
This part of the framework assures that risk is appropriately managed; this includes
X how risk is identified, quantified, reported and mitigated throughoutdelivery. X
Risk Management Head of Risk

The cost assurance element of the framework pro-actively identifies weak financial
controls, tests the fitness of suppliers cost systems and on a risk-based approach
undertakes targeted reviews to assure the quantumand entitlement of costs under
the contract. This willalso include gathering the relevant data and analysis toidentify
potentialissues and supporting delivery teams close issues out.

Cost Assurance Head of Cost Assurance

The Frameworks can be seen in full detail for each of the above described coverage areas, in the
appendices to this document.

7.2 Reviews

Commercial Assurance will be carried out utilising a number of tools and activities:
1. Pro-active Planned Reviews

Deep Dive Reviews

AFC Reviews (Programme Alignment)

Commercial Indicator Report (CIR)

ok~ DN

CVC Commercial Summary

7.2.1 Proactive Planned Reviews

Commercially valuable contracts (CVC’s) will be identified as part of an annual Commercial Assurance
Review Plan (CARP) by the PCWG in conjunction with respective Sector Business Managers and
assurance stakeholders shown within sections 6.2 and 6.3. This will be signed off by the Programme
Controls Director and communicated to the Audit Committee. These CVC’s will be pro-actively
reviewed against all areas of the commercial assurance framework covering both delivery team and 1*
tier supply chain levels.

The intention is to complete pro-active reviews of the CVC'’s within their set-up period. Reviews will be
focused on assuring that the necessary commercial controls are in place and effective, whilst assessing
levels of commercial performance.

These reviews may also be undertaken on CVC'’s during their delivery as part of a periodic assurance
process. This may include undertaking a review to aid the formation of a close out strategy.

The extent of reviews is likely to reduce to reflect the level of perceived performance and / or
recognition of effective controls. In such cases 1°' tier suppliers and delivery teams (project Manager)
representing the CVC’s will be requested to self certify (7.4) that controls are effective. Therefore a
general trend of assurance activity reduction by the central commercial assurance team should be
anticipated.

These reviews should be undertaken in an efficient and an effective manner that avoids disruption to
delivery teams and completed within a period of 10 — 20 days.

Prior to reviews taking place a plan should be completed and issued to all stakeholders that includes
the scope of the review and inputs that are required. At the end of the review period a close out
meeting will take place (arranged by the Head of Commercial Assurance) with all relevant stakeholders
to consider the output and agree respective actions.
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7.2.2  Deep Dive Reviews

Based on the performance of contracts, commercial assurance may be undertaken in the form of deep
dive reviews perhaps focusing on a single framework area. The commercial performance of contracts
will be indicated by monitoring commercial performance metrics (see below) for the CVC’s and / or may
be highlighted by an Sector Business Function, Sector Director (within period reports) or requested by
a member of the delivery team / 1°*' tier supplier. The focus of these reviews will be on diagnosing the
reasons for poor commercial performance and support improvement through recommending further
appropriate commercial controls to the Crossrail project team. Deep Dive reviews will focus of the
following themes:

Validation of the % complete against published data

Trending of performance data

The link between costand time

The CVC'’s forecast for risk, risk reduction, un let works and other allowance
NCE close out plan

Divergence of AFC between Crossrail and the CVC

v v Vv Vv Vv Vv

The durations of these reviews are for 1 day. This enables a full review of the targeted area of focus to
be undertaken, without causing major disruption to the day-to-day operation of the Crossrail project
team in question. Reviews will be coordinated with the Internal Audit process to minimise disruption.

The outputs of the Deep Dive reviews are a 1 page report, highlighting the key areas of concern
identified within the review, as well as allocating SMART actions with owners and target dates. The
template is displayed to the right of this text.

Data and themes uncovered through Deep Dive reviews will be collated by the Programme Controls
team and fed back into the PCWG to inform programme direction and decision making.
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7.2.3 AFC Reviews

A regular programme of AFC reviews will be undertaken, incorporating all of the CVC'’s. The focus of

these reviews will be on assessing the robustness of the project AFC, focusing particularly on the link
between cost and time, and the projects alignment to the Master Operational Handover Schedule and
other key interface dates. AFC reviews will also incorporate the following, as required:

» Review of ACWP, including disallowed cost, accruals, cost collection and allocation, incentives,
inflation etc.

Status of sub-contract procurement and market trends affecting the commercial position
Risk allowances, inflationary risk and other un-let allowances
Costand time spreads

v Vv v Vv

Pain / Gain position and divergence between the Crossrail and the CVC’s position in terms of
target cost and defined cost

» Incentives and other project allowances

The durations of these reviews are for 1 day. This enables a full review of the AFC to be undertaken,
without causing major disruption to the day-to-day operation of the CVC and Crossrail project team.
Reviews will be coordinated with the Internal Audit process to minimise disruption.

The outputs of the AFC reviews are a 1 page report, highlighting the key areas of concern identified
within the review, as well as allocating SMART actions with owners and target dates, focused upon
improving the robustness of the AFC, reducing the divergence between commercial positions and
improving commercial controls.

Data and themes uncovered through AFC reviews will be collated by the Programme Controls team
and fed back into the PCWG to inform programme direction and decision making.

7.2.4  Commercial Indicator Report (CIR)

The Commercial Indicator Report (CIR) is used to monitor the commercial performance of CVC’s
against agreed key performance indicators covering all commercial functions and specific contract
metrics. The report utilises ‘lead’ and ‘lag’ indicators and trend analysis to assistin the identification of
areas of potential commercial risk, which are reviewed by the functional heads as part of the
Programme Controls Working Group (PCWG) meeting. The CIR is issued periodically ahead of the
PCWG. Following the PCWG, the CIR is issued in a final version, recording agreed improvement
actions to address any identified performance risk.

Section 7.4 explains the CIR in further detail.
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7.25 CVC Commercial Summary

The CVC Commercial Summary summarises all of the above named reports of commercial
performance into one A4 dashboard for each of the Crossrail CVCs. This is to improve the efficiency of
identifying specific areas of concern, as well as aiding the preparation for Deep Dive and AFC Reviews.
A summary report is displayed to the right.

7.3 Framework

The basis of all reviews will be the Commercial Assurance Controls & Performance Framework. This
framework has been assembled by functional leaders and contains best practice examples of
functional performance in addition to the commercial controls it is required that delivery teams and / or
1° tier suppliers are required to demonstrate in order to operate a “self assured” model.

Performance Level

Core Areas Coverage Areas Controls Expected 0 1 2 3 Assurance Activity

Significant Performance Performance Performance
Performance Risk Generally Not Acceptable Broadly
Acceptable recognisable as
Best Practice

e.g. Systems & Cost collection Cost control systems review 1st tier supplier has a robust cost audit process for application on the sub-tier supply chain Finance to undertake
Processes system undertaken and approved initial review of cost
collection systems
within the 15t 3 months
of a major contract
being let

Consider what good looks like. What are the key / istics for per in
See high level Under each of the List the “controls” you would relation to this area of the framework. Group into the 4 performance levels. This will aid the
framework areas core areas where | expect to see that would give i ification of impr action il

would you review | you confidence that risks to this
as part of an area are being / have been
assurance review | mitigated How will your team
approach assuring
this area of the
framework; consider
data / process /
systems / capability

The responsibility for the management (including update) of the framework is the Head of Commercial
Assurance with support, as necessary, from functional owners.

7.4 Commercial Performance Metrics

The CIR details the commercial key performance indicators (KPI) to enable the Programme Controls
Working Group to monitor commercial performance of the CVC’s. The metrics will inform the plan for
Deep Dive and AFC Reviews.

The Commercial Indicator Report (CIR) uses the Framework to form the commercial KPI's. Each CVC
is assessed using a ‘RAG’ ranking, with allocated improvement observations and targets to aid
performance improvement.

§18 8|8 |8)|¢%

Fl
]
ElE (BB |E|B[8|B([8

The CIR collects KPI data from across the CVC'’s to give an overall assessment of the performance of
each Functional Area of the framework. This allows the PCWG to assess the performance of the
programme at a higher level and identify where general programme improvements need to be made.
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P01 2015/16 Programme Controls Indicator Report - Overall Summary

Key Indicator Description

Open NCEs Between PO1 and P13, the value of open NCEs increased by the proportion of which that were over 84
P days old increased by 14%. Key contracts driving this were %), (99%) and (94%).

Between P01 and P13, the average number of days since a programme was last accepted increased by 5.1

days driving this were Qi . (511 days), i (342 days) and G (286 days).

Between P01 and P13, the final forecast defined cost and target divergence increased by 1% and 3 %

respectively. Key drivers for the Target divergence are (-33%), (-29%) and G (-31%)

Between PO1 and P13, the 3 period and 1 period forecasts have variances of -1% and -24%. Key drivers for the

1 period forecast variances were Qi (-164%), ] (:92%) and G} (-77%).

Between POL and P13, the % of red risks reviewed fell by 9%. This is mainly driven by Gl . Gl an il

(all 0% reviewed).

Value of Open NCEs>84 Daysvs % of Open NCEs > 84 Days Freshness of Accepted Programme

og

NCEs (gm)

CCSA Divergence
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7.5 Outputs & Reporting of Commercial Assurance Activity

The outputs of reviews will lead to a set of assurance / improvement actions for respective contracts /
projects to action; these will be discussed at the conclusion of reviews during the close out meeting.
Actions will be SMART with clear ownership accountability stated and timescales for implementation.
Actions will be primarily set for delivery teams and 1* tier suppliers, but may require input / support
from functional leaders and / or sectors business teams.

The responsibility for tracking the output of reviews and the satisfactory close out of actions will be the
PCWG.

Additionally the PCWG (Head of Commercial Assurance) will provide periodic updates to the
Programme Coordination Meeting, Internal Audit and the Audit Committee (through Internal Audit) on
the progress and benefits derived from the commercial assurance activity.

7.6 Resourcing the Model

It is envisaged that the review will be resourced centrally using the Head of Commercial Assurance,
any appropriate direct support and with the support of relevant functional leaders.

If resource challenges are metthat could jeopardise delivery of the CARP (i.e. there is not the capacity
to undertake reviews) this should be highlighted to the Head of Commercial Assurance by the
functional leader. There may be an opportunity to use a “flex” model that would utilise reach-back
support brought into the Programme, and / or share resource across functions.
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10 Appendices

Appendix A - Commercial Assurance Framework
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Risk Management
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