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The Rail Freight Group (RFG) 
has expressed its deep disap-
pointment at the Office of Rail 
Regulation’s (ORR) conclu-
sions regarding the track ac-
cess charges which will be ap-
plied to rail freight traffic in the 
next regulatory control period.

The rail regulator’s decision 
means that the variable access 
charge, which is paid by all rail 
freight traffic, could increase by 
as much as a huge 23% on the 
current level.

Certain commodities such as coal 
to power stations, spent nuclear 
fuel and iron ore will also pay a 
‘freight specific charge’ phased in 
between 2014 and 2019. 

A decision on charges for bio-
mass traffic has been deferred 
pending further consultation.
While the RFG has acknowl-

edged that ORR has, in response 
to the concerns raised by indus-
try, pulled back from some of the 
more damaging proposals in its 
consultation, including geograph-
ic charging, and even higher pos-
sible tariffs. 

The decision to also phase in the 
freight specific charge and not an 
immediate increase was noted 
form the conclusions and has 
been particularly welcomed.

However, the impacts of these 
conclusions are still likely to be 
significant – with Scottish coal 
producers likely to see their 
transport costs rise by around 
15%, and the steel sector facing 
a 9% rise in iron ore transport 
costs.
For other sectors, such as inter-
modal and aggregates, the pro-
spect of charges rising even 
close to the capped level in 2014 

is deeply concerning and likely to 
affect the growth of the sector.
Maggie Simpson, RFG Executive 
Director, said “The rail freight 
sector is committed to increasing 
its efficiency and contributing to a 
lower cost railway but significant 
increases in access charges –
such as the potential 23% rise for 
all traffic – risks destabilising the 
sector and forcing business away 
from the railway and back onto 
the road network.

“The ORR has made some wel-
come decisions but the overall 
package of conclusions does not 
give the comfort and confidence 
necessary for rail freight to fulfil 
its potential in the next five-year 
period.

“We will be pressing ORR and 
Network Rail to ensure that a 
more satisfactory position can be 

reached by the summer.”

ORR’s Director of Markets and 
Economics, Cathryn Ross, said: 
“In order to make a fair and bal-
anced decision, we listened very 
carefully to what the freight indus-
try and its customers had to say. 
We have accommodated their 
views as far as possible – in par-
ticular by taking a conservative 
view on the levels of the charges, 
phasing in the new charges from 
2016 to give businesses a 
chance to adapt, and removing 
plans for regional charges to en-
sure the regime remains simple –
while recognising that charges to 
operate on the railways must bet-
ter reflect costs, to give our rail-
ways a sustainable future.” 

The ORR’s conclusions are available 
at www.rail-reg.gov.uk/server/show/
ConWebDoc.11083 •

Coal charges to rise as regulator concludes 

RFG welcomed the news before Christmas 
that the Rt Hon Eric Pickles MP, Secretary of 
State for Communities and Local Govern-
ment, has given the go-ahead for the Strate-
gic Rail Freight Interchange (SRFI) at 
Radlett. 

The planning decision paves the way for 
development of the facility which is expected 
to create some 3,000 jobs.

This is the only major rail freight interchange 
in the North and West quadrants around 
London, well situated with good road and rail 
links, and should enable a much higher 
proportion of freight to use rail freight for 
parts of journey.

Maggie Simpson, RFG Executive Director, 
said: "This is great news for the rail freight 
sector, and for those businesses, particularly 
in the retail sector, who want to increase the 
use of rail in their supply chains. Radlett has 
been in the planning system for over a dec-
ade, and we are delighted that it has finally 
reached a positive conclusion. We congratu-
late the developers on their perseverance." • 

The confirmation is available here: www.gov.uk/
government/uploads/system/uploads/attachment_data/fil...

Radlett rail freight interchange finally gets the green light 

Eric Pickles MP, 
Secretary of State 
for Communities 
and 
Local Government

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/41783/12-12-20_Radlett_Comb_MTA___IR.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/41783/12-12-20_Radlett_Comb_MTA___IR.pdf
http://www.rail-reg.gov.uk/server/show/ConWebDoc.11083
http://www.rail-reg.gov.uk/server/show/ConWebDoc.11083
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Rail freight: a foot in many 
camps
In this edition of RFG News, we welcome our new 
Sponsor Partners for 2013 (see pages 6, 7 & 8).  
Sponsor Partners are RFG Members who are able to 
offer up additional support for our activities and 

events across the year, and without whom we would be less able to 
offer up our calendar of activities. I am looking forward to working 
with them all, and also want to take the opportunity to thank our 2012 
Sponsor Partners.

Looking at the list of companies brings into focus just how diverse a 
sector rail freight is. Of course, the rail freight operators are at the 
very heart of the business – without them there would be no trains.  
Ports are also central to the business, with some 2/3 of rail freight 
starting or ending at a port be it intermodal or bulk. Then there are 
those who maintain, build and operate infrastructure – and we need 
to remember that this is not just a job for Network Rail. And the devel-
opment, construction and maintenance of rolling stock is critical to 
keep traffic moving, and to innovation. Last but by no means least are 
the support businesses who offer legal and technical support and 
consultancy. Without all these, and more, the sector would not be 
what it is.

It’s worth remembering that all these companies are in the private 
sector, operating without direct Government support or franchise 
contracts. So decisions which are made about rail policy, and which 
influence the direction of the freight sector will work through the sup-
ply chain and help or hinder businesses throughout. As an example, 
decisions on freight charges which reduce volumes will knock onto 
equipment suppliers and maintainers. Changes to the incentive 
framework for wagons will undermine the research and development 
activities. If we reduce investment and development the support sec-
tors will suffer.  

We need to support all these companies, and do so by creating a 
vibrant, and growing sector. To do that, it is really important that 

Government, Network Rail and ORR remember that their decisions 
impact on far more than just the rail operators.

The 4th Railway Package – Merkel Intervenes

The European 4th Railway Package was greed by the Council of 
Commissioners on 9 January, and we were expecting the full version 
to be published shortly after. But when it was finally issued last week, 
there were some striking modifications to the text, not least the re-
moval of the requirement for full vertical separation, in favour of a 
retention of the holding model.

These changes came about as a direct result of intervention from  
Angela Merkel, who picked up the phone to Commission President 
Barroso, demanding that the requirements for full separation of track 
and train be removed.

Interestingly Merkel herself attacked David Cameron in the FT (25 
January) for pursuing national interests whilst doing exactly the same 
thing herself in respect of DB’s interests!

Of course, this is only the start of the process. It has to be discussed 
in the European Parliament and in the Council of Ministers, but there 
are many interests at play and whether there is a chance of reinsert-
ing the necessary clauses remains to be seen.

The holding company model, even with the few adjustments 
proposed does not satisfy the needs of the many rail companies, 
passenger and freight, struggling to compete with state owned mono-
liths, nor those who are operating but fear discrimination at the hands 
of the integrated infrastructure managers looking out for the interests 
of their own services. And few private investors will want to risk their 
money in this sector with so much uncertainty about what the ‘big 
beasts’ will do, supported as they are by seemingly unlimited state 
funding.

It is frankly amazing that the Commission has allowed itself to be 
manipulated in this way, and I have been urging them to ‘be brave’ 
and press for the full model in the forward debate. But these are criti-
cal days for the progress of structural reform in Europe. •

Chairman’s Comment: Tony Berkeley email your comments to: tony@rfg.org.uk

RFG welcomed the Govern-
ment’s announcement on Phase 
2 of High Speed 2 (HS2). 

The published report sets out the 
details of route to Leeds, Man-
chester and beyond, linking into 
the first phase of HS2, and to the 
conventional rail network.
HS2 is expected to provide signif-

icant benefits for rail freight by re-
leasing capacity on the existing 
rail network, in particular the 
West and East Coast Main Lines. 

This will allow a growth in rail 
freight services to the major con-
urbations in the Midlands and 
North of England, with associated 
benefits for the environment, and 

in road decongestion.  

Tony Berkeley, RFG Chairman, 
said: “We are pleased that Gov-
ernment is making progress on 
the second phase of HS2, and 
that the need for additional ca-
pacity for rail freight on our rail 
network has been recognized. Ef-
ficient rail logistics is vital for sup-

plying consumers in the East Mid-
lands and North of England, and 
supporting businesses in those 
areas. As the work develops 
through the year, we need assur-
ance on how this capacity can be 
secured for freight in practice, 
and linked to the existing Strate-
gic Freight Network.” •

More on this on page 3.

Rail freight sector 
will benefit from HS2 
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Not only is it good 
for freight but HS2 
could take 500,000 
lorries off the road

The HS2 project could take as 
many as 500,000 lorry journeys 
off of the M1, M40 and M6 motor-
ways each year leading to envi-
ronmental benefits worth over 
£45m each year and saving over 
65,000 tonnes of CO2 emissions 
each year. 

The new figures from engineering 
consultancy firm WSP showed 
that allocating freed up capacity 
on the West Coast Mainline when 

HS2 becomes operational in 
2026 to freight, could have envi-
ronmental benefits worth £1.3bn 
over 60 years. 

Over the same period it could 
save more than 3m tonnes of 
CO2 in reduced lorry journeys, 
equivalent to taking 17,000 family 
cars off the roads. 

These are significant benefits 
however WSP says they have not 
been fully taken into account in 
current business case for HS2. 

Head of Rail Planning Ian 
Brooker says, “There have been 
many studies about how the ca-
pacity freed up by HS2 could be 
used and indeed, should be used, 

but the benefits of reducing road 
freight have not been fully as-
sessed. 
“Increasing rail freight capacity 
would have enormous benefits, 
especially as low carbon technol-
ogies for HGVs are still largely 
undeveloped.”

WSP said that allocating a portion 
of the freed up capacity to freight 
would tackle congestion on cur-
rent freight routes, critical for eco-
nomic productivity, and would al-
so be a step towards decarbonis-
ing the UK’s supply chains, which 
is crucial to meeting current car-
bon emissions targets.

Brooker continued: “The situation 
is this, rail freight is growing 

strongly but the WCML will reach 
its efficient capacity for rail freight 
before 2030 if we do nothing.

“HS2 could effectively release up 
to two train paths per hour of 
freight train capacity in each 
direction.” 

“We have conservatively forecast 
that 40 trains per day would use 
this additional capacity, which 
would allow rail freight growth to 
continue. Allocating this amount 
of extra capacity to freight would 
still leave more capacity on the 
existing railway routes for new rail 
passenger services”, he added •

Network Rail has announced 240 places 
available on a new three-year apprentice-
ship scheme, encouraging more young peo-
ple to join the rail sector. The scheme has 
five engineering programmes, each one giv-
ing entrants the chance to work in a critical 
area of the business. 
Students spend a year training alongside the 
Royal Navy at Europe’s largest engineering 
training facility at HMS Sultan in Hampshire. 
There they learn both the technical skills 
required to work on the railway and develop 
leadership and teamwork behaviours to be 
effective in their work. For the next two 
years they learn the trade, working within an 
experienced team, continuing to return to 
HMS Sultan regularly for additional courses 
and training. • Apprentices at HMS Sultan, Hampshire

New NR apprentices: 
You’re hired!

Brown: Rail franchising 
is not broken 

The Department for Transport 
(DfT) has published the findings 
of its independent review into 
what went wrong with its rail fran-
chising process. 

The report followed costly deba-
cle and the cancellation of the In-
terCity West Coast competition in 
2012.

Transport Secretary Patrick 
McLoughlin MP asked Richard 
Brown, Chairman of Eurostar, to 
conduct a thorough investigation 
into how the government should 
manage its franchising pro-

gramme going forwards and 
make suggestions for a rescue 
strategy.

Recommendations included;

● The DfT’s capability should be 
strengthened to manage future 
franchising programmes.

● The bidding and evaluation pro-
cess for each
franchise should be strengthened 
and simplified.

● Plans should be put in place to 
devolve more English franchises 
to the relevant authorities

Brown said: “In carrying out this 
review I have come to the conclu-
sion that the franchising system is 
not broken, but rather it has made 
a major contribution to Britain’s 
increasingly successful rail net-
work. It is therefore essential for 
both passengers and the wider 
rail market that the franchising 
programme is restarted as soon 
as possible.

The Brown review was launched 

by the DfT in October and follows 
work conducted by Sam Laidlaw, 
CEO of Centrica and a non-
executive DfT board member into 
what went wrong with the West 
Coast competition directly. 

The government is planning to 
set out a programme for future 
franchise competitions in the 
spring alongside a further state-
ment of franchising policy. • 

Further details can be found at:

www.gov.uk/government/publications/
the-brown-review-of-the-rail-
franchisingprogramme

Cable thieves who cost 
the railway almost 
£715k are jailed

Six men whose attacks on railway 
and communications cable 
across Hertfordshire, Essex, 
Leicestershire, Buckingham and 
London cost almost £715k have 
been jailed.
Christopher Cruz (33) of Mellow 

Purgess Close, Kris Kreuder (36) 
of Elizabeth Way, Shaun 
Nembhard (44) of Coopersales, 
John Michael Newton (36) of 
Newburyside - all Basildon, Es-
sex – and Bill Lee, (60) who is al-
ready serving a jail sentence, 
pleaded guilty to conspiracy to 
steal cable from the railway net-
work. Simon Scott (45) of no fixed 
abode but from Leeds, also 
pleaded guilty to conspiracy to 
steal railway cable. • 

Richard 
Brown, 
chairman of 
Eurotunnel

Don’t forget that the 
RFG Awards are now 

open for entry. 

Full details can be 
found at 

www.rfg.org.uk/rail-
freight-group-awards

-2013
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News in Brief:

● Potter Logistics has 
been awarded a five year 
contract with ASK Chemi-
cals. The contract, worth 
£500,000, involves the 
storage and handling of a 
mixture of flammable sub-
stances and other hazard-
ous goods at Potter’s 
Droitwich DC. Up to 600 
tonnes per month of ASK 
products will be delivered 
to the DC where they will 
be stored within a 40,000 
sq ft purpose designed 
storage facility for highly 
flammable liquids.

● DB Schenker Rail UK 
will re-introduce daily coal 
trains from a former col-
liery at Rossington, near 
Doncaster, from early 
2013. The services are in 
response to increased 
demand from power sta-
tions for coal used in elec-
tricity generation.

● Network Rail has award-
ed a contract to Balfour 
Beatty Rail for the upgrade 
of a 12 mile section of the 
Great Western Main Line 
between West Drayton 
and Maidenhead to enable 
Crossrail services to oper-
ate. The staged pro-
gramme of works will start 
in summer 2013 with com-
pletion by summer 2017.

● Network Rail has pub-
lished its results on the 
proposed acquisition of a 
number of property inter-
ests of DB Schenker Rail 
(UK). For details visit 
www.networkrail.co.uk/
Freight/Aquisition-of-DBS-
freight-sites-consultation

● Network Rail has award-
ed EDF Energy a ten-year 
deal to supply low carbon 
electricity to power Brit-
ain's growing electrified 
railway. 

The Scottish Government needs to 
prioritise strategic upgrade of the 
rail network to ensure that more 
freight can be shifted from trucks 
and onto trains.

In its submission to the Scottish 
Government’s National Planning 
Framework 3 (NPF3) process, the 
Rail Freight Group (RFG) said that 
route capacity and network capabil-
ity needed to be enhanced to se-
cure cost-effective rail freight oper-
ations connecting Central Scotland 
and the three Anglo-Scottish rail 
routes with key centres including; 
Aberdeen, Ayrshire, Caithness, 
Fife, Inverness, Lochaber, Moray 
and Stranraer.

In its submission calling for the 
improved: ‘Strategic freight connec-
tivity of Scotland's inter-urban rail 
network’, RFG also endorsed the 
creation of new rail freight terminals 
at Dundee, Girvan, Lochaber, 
Lothian and Stranraer. 

RFG’s Scottish Representative, Da-
vid Spaven, said: “With recent and 

planned future route re-openings, 
Scotland will have a pretty compre-
hensive rail network, but we need 
to ensure that it is fit-for-purpose for 
the demands of 
today’s freight users and will satisfy 
the customer’s growing demand to 
cut carbon emissions from the sup-
ply chain.

The Scottish Government should 
make the strategic connectivity of 
the rail freight network a national 
priority in its land use planning and 
development processes.

“Massive trunk road schemes such 
as the Second Forth Road Bridge, 
the Aberdeen Western Peripheral 
Route and the proposed A9 dual-
ling will be a big boost for road 
hauliers and will put rail at a signifi-
cant disadvantage.”

He added: “It’s vital that Victorian 
elements of our inter-urban railway 
network are upgraded to ensure 
that rail can compete on a level 
playing field. We need more track 
capacity for freight on our inter-

urban routes and better clearance 
under bridges and tunnels to 
accommodate the modern genera-
tion of wider and taller containers 
which can travel anywhere on the 
road network. 

He concluded by saying: 
“Enhanced rail freight connectivity 
(and associated modal switch from 
road haulage) will play a key role in 
securing sustainable economic 
growth, offering substantial carbon 
advantages and enabling rail freight 
to play a much bigger role in the 
supply chains of key export sectors 
such as food & drink (including in-
ternal Scottish whisky movements) 
and forest products (including tim-
ber). Looking to the future, rail –
with its lower exposure to oil price 
increases – can provide a resilient 
long-term alternative to road haul-
age, provided we significantly de-
velop the strategic connectivity of 
the network.” •  

More details: www.rfg.org.uk/news/
scotland’s-rail-freight-network-needs-
strategic-upgrades.

Carl Sargeant, Minister for Local 
Government and Communities in 
the Welsh Government chaired the 
first meeting of a reconvened 
Wales Freight Group on Thursday 
17 January 2013.

The previous Wales Freight Group 
had been instrumental in compiling 
and publishing the Wales Freight 
Strategy in 2008, 

but although charged with deliver-
ing the Strategy the Group had not, 
in fact, met since early 2010. 

After a sustained campaign by RFG 
and other groups, the Welsh Gov-
ernment invited a small number 
from the original lengthy mailing list 
to a first meeting of the reconvened 
Group. Present were 16 represent-
atives of the freight industry and the 
main Institutes and Academia in 
Wales, along with three from Local 
Government (representing three of 
the four RTCs in Wales) and 8 
Welsh Government Officers. 

Rail freight interests were repre-

sented by Network Rail, Rail 
Futures and RFG who had been 
asked to represent the wider rail 
freight community. Similarly, road 
freight was represented by FTA and 
RHA.

The Minister was keen to encour-
age the new Group to raise its pro-
file and to play an active role in the 
development of updated transport 
policies for Wales. At present these 
are set out in the 2007 Wales 
Transport Strategy (a predominant-
ly passenger transport focussed 
strategy which the Wales Freight 
Strategy sits alongside) and the 
2011 Wales National Transport 
Plan (which is also predominantly 
passenger transport focussed de-
spite RFG’s efforts to encourage a 
more holistic approach).

Carl Sargeant said the National 
Transport Plan would soon be up-
dated to take account of the oppor-
tunities presented by electrification 
of both the Great Western Main 
Line through to Swansea and of the 
Valley Lines network and by the re-
franchising of the passenger ser-
vices throughout Wales scheduled 
for 2018. A reinvigorated Wales 
Freight Group has the chance to 
ensure the interests and needs of 
both the users and the providers of 
freight transport in Wales are fully 
taken into account in the updating 
process. 

Among the papers considered at 
the meeting were Recommenda-
tions on how the Wales Freight 
Strategy can also be updated to en-
sure it is more clearly focussed on 
practical, deliverable solutions, and 
on what are the Future Priorities for 
freight that need to be met.

The meeting was notable for a free 
flowing discussion embracing all 
the different interests represented. 
Evident was a clear commitment to 
make the newly reformed Group, 
and any sub-Groups that may also 
be set up, an effective voice for the 
transport industry within the Welsh 
Government. It is to be hoped the 
new Group will foster the holistic 
approach needed both within 
freight transport and in a joint ap-
proach to the challenges facing 
both freight and passenger 
transport. 

It is likely that the previous Rail 
Working Group will be re-
established at some stage to take 
forward specific elements of the 
Strategy and also to inform the de-
velopment of the future vision for 
freight transport in Wales. That will 
provide RFG members with the op-
portunity to make their contribution 
to this welcome development in the 
evolution of appropriate, effective 
and viable transport policies for 
Wales. • 

Carl Sargeant, 
Minister for 
Local Govern-
ment and Com-
munities

Minister chairs first meeting of reformed Wales Freight Group

Scotland’s rail freight network needs strategic upgrade
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Network Rail 
outlines five-year 
spending plan
Network Rail’s published strategic 
business plan promises a devel-
opment programme that promises 
to deliver huge benefits for the 
sector. 

On 8 January, NR submitted its 
plan to the Office of Rail Regula-
tion (ORR) on how it hopes to 
spend some £37.5bn on manag-
ing and expanding Britain’s rail-
ways between 2014 and 2019.

Proposed benefits include:

● A strong emphasis on the need 
to deliver better industry value for 
money, building on recent pro-
gress made by the industry, 
through continued efficiency 
gains by 
Network Rail and potential further 
contributions from train operators.

● A major programme of network 
improvements worth £11bn 
(including electrification) which, 
together with a 15% increase in 
the size of the passenger rolling 
stock fleet, will increase capacity 
for passengers and freight users, 
as well as sustaining high
levels of safety and performance.

● Other industry-wide strategies, 
for example, on station improve-

ments and customer information 
which can further improve cus-
tomer satisfaction; on sustainabil-
ity, to support other interventions 
to reduce environmental impact; 
and to stimulate more innovation 
on a whole-industry basis in de-
veloping technical solutions to 
rail’s challenges in CP5 and 

beyond
● A series of six ring-fenced in-
vestment funds with an aggregate 
value of nearly £1.2bn over CP5, 
dedicated to support a range of 
outcomes and industry wide strat-
egies, such as a £206m fund to 
support the development of a 
Strategic Freight Network. • 

Chunnel tests for 
Vectron loco
Eurotunnel has tested the Sie-
mens Vectron locomotive to 
prove its compatibility with the 
systems and safety rules in the 
Channel Tunnel, to boost cross 
channel rail freight.

This is part of Eurotunnel’s strate-
gy to develop “normal” rail freight 
between the UK and continental 
Europe, without relying on Class 
92 locomotives.

For the test, the Vectron loco, in 
standard configuration and haul-
ing wagons with a total weight of 
1,350 tonnes, entered the Tunnel 
via the French portal at 22:42 and 
completed a series of traction, 
braking and pantograph tests. 

The Vectron is equipped with four 
axles, instead of the six on the 
Class 92, which is currently used 
in the Tunnel. 
It exited at Folkestone before set-

ting back to France for a second 
phase of tests, which was com-
pleted without difficulty around 
06:00.

Michel Boudoussier, deputy chief 
executive of Eurotunnel, said: 
“The approval of new rolling stock 
is the vital counterpart to the 
open access model put in place 
by Eurotunnel. I am delighted that 
our cooperation with Siemens will 
open the way to new international 
rail freight flows”. • 

Women in Rail 
launch event
Women in Rail gets its official 
launch on 10 April 2013. The 
group comprises women from a 
wide range of undertakings and 
stakeholders involved in the UK 
rail sector. 

It brings women together and, 
through topical events, gives 
them an opportunity to connect 
and debate current issues relat-

ing to the UK rail industry.

The group also aims to provide 
support to women involved in the 
rail industry and, in time, develop 
a coaching and mentoring 
scheme where women will share 
their experiences and receive 
help to develop their full career 
potential. Women in Rail also 
hopes to increase awareness to 
the issues facing women in the 
rail industry and, over time, to be 
instrumental in improving gender 
balance. •  

More details are available from the 
Women in Rail LinkedIn group.

Tomorrow’s 
Transport event in 
Derby 
The annual DDRF conference will 
take place on Friday 8 February 
2013 at Derbyshire County Crick-
et Club. 

Key note speaker will be the Rt 

Hon Patrick McLoughlin, Secre-
tary of State for Transport. Rich-
ard Brown, Chairman of Eurostar, 
and Maggie Simpson, Executive 
Director, of the RFG will also be 
speaking. 

The event is an opportunity for 
the DDRF to showcase the rail in-
dustry in the area. • 

For more details visit: 
www.derbyrailforum.org.uk/DDRF-
Conference-2013

Swindon-Kemble 
redoubling
The £45m project to reinstate the
second track between Swindon 
and Kemble was officially 
launched on 11 January at Kem-
ble station. The upgraded route 
will have capacity for up to four 
trains/h in each direction, which 
NR says will be ‘essential’ to
accommodate services diverted 
from the Great Western Main 
Line during electrification work at 
Bristol Parkway. • 

Norman Baker drops in 
on Stobart’s Multimodal 
Gateway at Widnes

Transport Minister Norman Baker MP visited 
Stobart Group’s Multimodal Gateway in Wid-
nes following the Government announcement 
of the 211-mile northern Phase Two route of 
HS2. Met by Stobart Group chief operating 
officer, William Stobart and Stobart Rail MD, 
Liam Martin, the Minister was shown around 
the company’s vast rail operation at the Mer-
sey Multimodal Gateway (3MG). 

Norman Baker MP said: “This is a transfor-
mational announcement that will change the 
geography of the country and bring a huge 
economic boost to the North West. Stobart is 
doing a very important job in the region with 
the extensive rail freight operation here at 
3MG. With the West Coast Mainline freed up 
for more freight capacity as a result of HS2, 
there is a great opportunity for businesses 
such as Stobart in the North.” 

William Stobart added: “Today’s announce-
ment makes 3MG even more appealing as a 
base for distribution centres. It inspires long-
term confidence in the region’s rail capability 
and as a national logistics hub. 

“HS2 is set to create thousands of jobs locally 
and also bring exciting opportunities for busi-
nesses such as Stobart Rail that operate in 
the rail infrastructure and engineering sector, 
” he added.

Stobart Rail Freight, in partnership with 
Tesco, runs the largest FMCG rail operation 
in the UK, with national and international 
transport links spanning a network from Inver-
ness to Valencia. • 

Norman Baker MP at Stobart Group’s 
multimodal gateway in Widnes. 

http://www.derbyrailforum.org.uk/DDRF-Conference-2013
http://www.derbyrailforum.org.uk/DDRF-Conference-2013
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DB Schenker is Britain’s largest rail freight operator. Named Business of the Year 2012 at 
the Rail Freight Group’s annual Awards ceremony, we aim to provide customers with indus-
try leading levels of customer service and innovation.  During 2013, we look forward to 
operating intermodal services from London Gateway from the first day the UK’s newest port 
becomes operational.  As well as serving all parts of the UK, we have extensive coverage 
across Europe utilising our pan-European rail freight network. 
To find out more about our services please visit: www.rail.dbschenker.co.uk ● 

Bircham Dyson Bell is a leading UK law firm and consultancy with a particular 
focus on the promotion of rail and other infrastructure projects. 
Our team of lawyers, public policy and communications advisers is uniquely 
placed to help you, from successfully negotiating the complexities of the ever 
changing UK planning system through to delivery of your project.  

Whether you are embarking on a rail project of local, regional or national signifi-
cance, with our specialist knowledge of the new Development Consent Order 
regime under the Planning Act 2008 and our long standing experience of the 
sector, we are ready to advise you on how best to plan and deliver important 
new infrastructure, from strategic rail freight terminals to new or re-opened rail lines. 

For more information please visit: www.bdb-law.co.uk 

DP World London Gateway, the new global shipping 
port and logistics park, will open in the fourth quarter 
of 2013.  By locating Britain’s most environmentally 
friendly major new port and what is set to become Eu-
rope’s largest logistics park on London’s doorstep, UK 
business will soon be able to take advantage of a 
more cost effective, greener way of getting the nation’s 
goods to consumers.

For more information please visit: 
www.londongateway.com

A warm welcome to our new Sponsor Partners for 2013 who are able to offer up additional support for our 
activities and events across the year, and without whom we would be less able to offer up our calendar of 
activities. 

Since launching our Sponsor Partners scheme, we have seen an extremely positive uptake from members 
and 2013 is no different. The companies involved represent a wide range of key stakeholders in the sector 
and we welcome their on-going support. 

We are very grateful for the continued support and commitment given by all of our members ● 

One of the UK's leading ports group, Associated British Ports (ABP) owns and operates 21 ports in England, Scotland, and Wales, and han-
dles approximately a quarter of the country's seaborne trade. ABP's 21 ports, together with the other transport-related businesses that con-
stitute the ABP group, form a UK-wide network capable of handling every conceivable type of cargo. 

ABP is backed by investment in modern facilities and equipment, and supported by experienced staff. The group's other activities include 
rail terminal operations (Hams Hall), ship's agency, dredging (UK Dredging Ltd), and marine consultancy (ABPmer).  Each port also offers a 
well-established community of port service providers. ● For further information go to www.abports.co.uk
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dynamic and profitable logistics company with 
a modern fleet of locomotives, rolling stock 
and lorries. Having provided rail solutions for 
some of the UK’s largest blue chip organisa-
tions we have established ourselves as a 
leader within the rail freight industry; not only 
in the UK, but now extended to Europe and 
Australia, setting standards, introducing new 
thought processes and industry firsts. 

For more information please visit: 
www.freightliner.co.uk • 

Kalmar is a global manufacturer and supplier of container and heavy 
duty materials handling equipment, automation and related services. 
With an industry leading product range, Kalmar is the world's leading 
supplier of cargo handling equipment to ports, terminals, intermodal 
and industrial facilities. Forklift trucks, Container Handlers, Cranes, 
Terminal Tractors, and bespoke maintenance solutions form the core 

business solution, plus spreaders and Terminal Operating Systems. 
Kalmar is the only company of its kind to offer a single source suppli-
er model to Ports, Terminals and Industrial applications. Kalmar UK 
is the fastest growing, dynamic company of its kind in the UK today 
and is part of the Cargotec Corporation. 

For more information please visit: www.cargotec.com • 

A member of the SNC-Lavalin group of companies, Interfleet Technology 
is an international rail technology consultancy group. 

Founded in 1994, we have a proven track-record over many years, deliver-
ing business benefits for our clients in the areas of rolling stock, railway 
systems and strategic railway management. We can do the same for you.

With 600 staff and 25 offices across 9 countries world-wide, we have 
unrivalled knowledge of national rail systems, coupled with a detailed 
understanding of international best-practice and strength in depth of 
resources. 

Our parent-company, SNC-Lavalin, is one of the leading engineering and construction groups in the world, with 28,000 staff and offices in 
over 40 countries.  For more information please visit: www.interfleet.co.uk

We are the specialist team of railway experts within the Lloyd's Register Group. From our offices in the UK, 
Europe, the Middle East and Asia we provide a range of advice and assurance services to improve the safe-
ty, performance and asset management of rail systems across the world. In addition to our renowned 
independent assurance and certification services, we offer expertise in rolling stock design, signalling 
systems, safety engineering, human factors, energy efficiency, project management, software testing, power 
systems, civil engineering and management systems.

Safety has been at the heart of our work since 1760 and we invest our time, money and resources to fulfil 
Lloyd’s Register’s mission: to protect life and property and advance transportation and engineering educa-
tion and research. Through our impartial advice, broader knowledge, deeper experience and closer relation-
ships we help ensure a safer world. • 

For more information about how we can help you, visit www.lr.org/rail

May Gurney is a support services company. We are committed to helping our clients in 
the public and regulated sectors deliver sustainable improvements to front-line services 
across the UK. We make sure that the road, utility, rail and waterways networks and 
public buildings are well maintained and that household refuse is collected, managed 
and recycled. 
These essential maintenance services, which are based on long-term contracts, are the 
ones that are visible to local communities and make a very real difference to the quality 

of life. They keep the country running. We believe that we can be the leading support services business in the UK, in our chosen sectors, 
by delivering these services in a way that’s smarter, more client-centred, more outcome focused and more efficient than anyone else. 
Through developing deep, long-term collaborative relationships with our clients and local communities we’re able to design and deliver ser-
vices that meet their needs.  For more information please visit: www.maygurney.co.uk • 
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Victa Railfreight provides a wide range of services to customers and 
suppliers in the freight industry throughout the UK.

Freight on Railway. Whether you're a shipper wondering how your cargo 
can be shipped by rail, a developer looking for advice on terminal design 
and regulatory matters or a rail operator looking for trained operational 
staff, Victa Railfreight can help you. 

For more information please visit: www.victa-railfreight.com •  

Railway Vehicle Engineering Limited is a specialist rolling stock 
maintenance, overhaul and engineering company based at the 
Railway Technical Centre, Derby. Our impressive engineering 
facilities include three extensive workshops as well as a sizea-
ble yard. We can undertake heavy overhaul of an entire fleet of 
trains or one off modifications to a single vehicle, depending on 
requirements. RVEL is the UK and Ireland exclusive distributor 
for NREC manufactured parts for EMD 645 and 710 engines. 
We hold a wide range of parts and consumables ready for in-
stant despatch. We are ISO 9001 and 14001 certificated and 
have Link-up approval for a wide range of product groups. 

For more information please visit: www.rvel.co.uk

VTG Rail UK Ltd is a subsidiary of VTG AG, Europe’s leading wagon hire and 
rail logistics company, with around 50,000 wagons, plus rail and tank contain-
er logistics operations. 

As part of this group, VTG Rail UK has access to huge experience and re-
sources, underpinning its UK operations. The UK fleet comprises of a Bulk 
sector, with wagons for dry and solid products, and a Tank sector containing 

specialist wagons for liquids, chemicals and compressed gases. 

New wagons are added regularly as part of a continuous replenishment process and are chosen to meet customer’s specific requirements, 
with interfaces designed to speed the flow of goods through loading and unloading points. VTG can supply purpose built or modified vehicles 
as required, with flexible leasing arrangements for short and long-term hire. With its popular purchase & leaseback offerings, and its ability to 
facilitate additional services like loading, discharge or haulage, VTG remains the number one choice for independent wagon provision. • 

For more information please visit: www.vtg-rail.co.uk

The RFG’s annual rail freight sector awards are now open for entry. These awards 
recognise and celebrate all those who have strived to deliver even greater successes in an 
increasingly demanding rail freight market. 

Last year we were encouraged by the excellent quality of entries we received and the 
judges all commented that it had been a very difficult task in choosing the winners and 
runners-up.

We encourage all our members to consider entering this year in what has 
become not only a valued industry award, but also a great night out to celebrate your 
achievements.

Winners will be presented with their trophies at an informal ceremony and dinner on 
Tuesday 10 September 2013 at the Shendish Manor Hotel, Apsley, Herts. 

The Awards dinner takes place the evening before the RFG Annual General Meeting and 
Annual Policy Meeting.

For the full Awards criteria, please visit the RFG website www.rfg.org.uk. 

If you require any further information please do not hesitate to contact Phillippa O’Shea at 
phillippa@rfg.org.uk  • 

RFG Awards 2013: Now open for entry
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Scottish Conference – Glasgow - 13 February

The RFG’s 19th Annual Scottish Conference 'Rail freight in Scot-
land: a Strategic Perspective for the next 5 years' will take place 
on 13 February 2013 at The Glynhill Hotel, 169 Paisley Road, 
Renfrew, PA4 8XB. With Government confirming future invest-
ment funds for rail freight, and the freight joint Board for Scotland 
now established, we are pleased that Aiden Grisewood, Rail 
Director at Transport Scotland, and Nigel Wunsch of Network 
Rail have agreed to speak on their plans for developing freight 
infrastructure.

Detlef Golletz from the Institute for Sustainability will also discuss 
the role of European funds in assisting Scottish Infrastructure 
development. We will also be looking at new and emerging traffic 
flows, and areas for development, with speakers confirmed from 
The Malcolm Group, Frank Roach of HITRANS and Alasdair Fer-
guson from the Ferguson Group sharing their experiences. 
Following lunch delegates will also be able to participate in a tour 
of The Malcolm Group’s rail linked facilities. 

On the previous evening, 12 February 2013, there will be a social 
event kindly sponsored by The Malcolm Group. To book please 
contact Phillippa O’Shea at phillippa@rfg.org.uk.

RFG Group Meeting – Multimodal – 24 April

Following last year’s success, we will again be holding our Group 
Meeting within the Multimodal exhibition, on Wednesday 24 April 
2013.

Rail Freight Conference 2013 - London

The Annual Rail Freight Conference, in conjunction with Water-
front, has been confirmed as 4 June in London.

We are delighted that Rt Hon Simon Burns MP, Minister of State 
for Transport has agreed to be our keynote speaker.
Further details will be released shortly. 

RFG Awards Dinner - 10 September

The Awards Dinner is a very popular event in the industry calen-
dar and this year will be held at Shendish Manor, Hertfordshire. 
Accommodation is available but is limited so anyone interested is 
advised to book early to avoid disappointment. if you are plan-
ning to attend. The AGM and Annual Policy Meeting follows the 
awards dinner. For further details visit: http://www.rfg.org.uk/
news/rfg-awards-2013-now-open.

Annual General Meeting – 11 September

The AGM and the Annual Policy Meeting is the highlight of the 
year for the RFG and gives members the chance to directly feed 
in to the way that the RFG is being run and get first-hand feed-
back on the policy decisions, the responses to consultations and 
government decisions that are affecting the rail freight sector. 

Christmas Lunch - 11 December

The lunch will be held at the Lancaster hotel, London. Book your 
table now to avoid disappointment.

RFG EVENTS CALENDAR 2013
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How to start making high 
speed rail work for the 
freight sector 
The announcement of the route of the second phase of HS2, and the 
on-going Government commitment to the development of the high 
speed route has been welcomed by most in the rail industry. As well 
as the benefits of reduced journey time, the rhetoric from Govern-
ment has had a particular focus on the economic benefits of effective 
rail transport links, and also on the need to enhance the capacity of 
the UK rail network, both areas which RFG strongly supports.

The route of the second phase connects to the first section near to 
Birmingham, with two arms, one serving Manchester the other Leeds.  
New stations are planned at Manchester, Manchester Airport, East 
Midlands (near Toton), Meadowhall and Leeds.  High speed trains 
will also continue on the conventional network, serving destinations 
up to Scotland.

With work on the Hybrid Bill for phase one already underway, DfT 
has committed to consulting in detail on phase two this year, with the 
Hybrid Bill scheduled for after the next election. There seems little 
chance of bringing forward the timescales significantly with full open-
ing not planned until 2032.

So what does any of this mean for freight?  Well, there is a growing 
acknowledgement that a good part of the benefit case for investing in 
high speed rail comes from the released capacity on the existing net-
work.  Greengage 21, who have studied the carbon benefits in some 
detail http://www.greengauge21.net/publications/the-carbon-impacts-
of-hs2/ concluded that using some of the released capacity on the 
West Coast added 55% to the direct carbon savings of HS2. Phase 2 
extends the possibilities for using released capacity to include the 
major conurbations in the East Midlands and North of England, where 
rail freight already has an established and growing market.  Network 
Rail, along with Passenger Focus, are tasked with evaluating how 
released capacity could be used for phase 2, as they did for phase 1, 
and we will be looking closely at the progress and results of this work.

One of the difficulties is that by 2032 the network for rail freight could 
look quite different to today.  

The development of the electric spine for example could mean a 
much greater use of the Midland Main Line for freight than today, as 
could the reopening of East West rail.  The changing market, with 
reductions in power station coal but growth in retail traffic will also 
change the shape of service provision.  Network Rail will need to be 
clever in assessing how and where the released capacity is most 
useful for future growth.  

Another consideration is capacity on the conventional network where 
high speed trains re-join it.  This is raising particular questions for the 
West Coast Main Line north of Birmingham in phase one, where it is 
still unclear whether there will be a net reduction in capacity, and, as 
a minimum, whether there will be room for growth to the north west 
ahead of phase two.  

The rail freight sector is also keen to understand how released 
capacity will be safeguarded for freight use. HS2 are reported to be 
considering access options for the paths they will need on the con-
ventional routes, and it would be an easy addition to include freight 
paths in that, as was done for Crossrail.  

We are also pressing to ensure that the connection between HS1 and 
HS2 is fit for purpose.  Although there is a commitment to connect the 
routes, the quality and capacity of that connection is critical, if through 
traffic to and from mainland Europe is ever to be encouraged.  
This brings us to the use of HS2 by freight.  Clearly nothing in the 
current plans makes provision for freight although we understand that 
the basic construction should not preclude it technically. There is 
certainly no case for not permitting high speed freight – such as the 
services under consideration by the CAREX consortium.  HS2 will 
link many of the UK’s airports – Manchester, East Midlands and 
Birmingham to name but three, and could really play a role in devel-
oping this concept. In the longer term, the possibility of use by high 
gauge conventional traffic ought not to be precluded either if we are 
become a more efficient part of European logistics.

For now, we congratulate Government on its bold announcement, 
and for recognising that the development of high speed rail in the UK 
offers opportunities for freight too.  

In the coming months, we need to work to ensure that these opportu-
nities are realised in practice. • 

RFG OPINION ARTICLE 
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The Periodic Review 2013 
continues apace, with 
around 6 months remaining 
until the Office of Rail Reg-
ulation issues its draft de-
termination – the document 
consolidating the work and 
setting out the basis of the 
settlement which will apply 
from April 14. Much work 

remains to be done in this period.

Strategic Business Plan 
In early January, Network Rail published its 
Strategic Business Plan (See P5).  
This important document sets out how they 
intend to respond to the Government High 
Level Output Statement, issued last summer, 
and their financial requirements for the next 
five year period.  The document is complex, 
with multiple documents and supporting evi-
dence, but is critical to ensuring that the right 
set out outputs are achieved. ORR will now 
be working with Network Rail to challenge 
this document and to reach an agreed posi-
tion on the financial requirement. ORR have 
also asked for industry comments on the 
plan, which must be submitted by 13 Febru-
ary.

Incentives
ORR are continuing with their review of the 
industry incentive structures.  A major consul-
tation on the performance and possession 
incentive regimes (so called Schedules 4 and 
8) recently closed. Although the ORR’s inten-
tion is to update, rather than reform, these 
regimes, there are certain aspects of the pro-
posals which appear to increase the risk to 
freight operators.

ORR are also consulting on the so called 
‘Volume Incentive’ which rewards Network 

Rail if the level of traffic on the network 
increases.  This aims to encourage them to 
work to accommodate more traffic, which 
they otherwise may not be incentivised to do.  
The Volume Incentive has not paid out for 
freight traffic in recent times, yet its presence 
remains an important consideration.  This 
consultation also makes reference to a longer 
term review of charges, which is to be led by 
the Rail Delivery Group. 

Other Charges
Aside from the ORR’s conclusions on access 
charges for freight traffic (see P12), Network 
Rail have continued to consult on other 
aspects of the charging structure which 
applies to freight.  For the coal sector, a 
bespoke ‘coal spillage charge’ applies to 
recover the additional costs of coal dust 
which can get stuck in trackwork requiring 
additional maintenance action.  The consulta-
tion proposes a significant increase in this 
charge, despite considerable action from the 
operators and major coal customers aimed at 
reducing spillage.  

Network Rail has also consulted on further 
analysis which will be used to determine the 
actual level of the variable usage charge with-
in the cap set by ORR.  This work also sets 
the framework for differentiating charges by 
wagon type.  

Government
RFG submitted evidence to the Transport 
Select Committee’s Inquiry into Access to 
Ports.  Our paper highlighted the vital link 
between rail freight and ports, both for bulk 
and containerised traffic.  We noted the op-
portunities for growth,  for intermodal in mar-
ket share, from new locations such as Lon-
don Gateway and also in some circumstanc-
es from regional ports.  

For bulk we noted the opportunities of 
biomass by rail if the planned power station 
conversions take place.

RFG also gave evidence to the Transport 
Select Committee on Transport Security.  
Many thanks to Chris Dugdale who used his 
expertise to represent RFG on this occasion.

All of the RFG’s responses can be found 
at www.rfg.org.uk/policy/responses

The Transport Committee have recently pub-
lished their Rail 2020 report and the report 
into the West Coast Main Line. ’s Rail 2020. 
Details can be found at: www.parliament.uk/
business/committees/committees-archive/
transport-committee/

Centro
Centro have recently held two consultation 
exercises.  The first takes an overarching 
review of their Integrated Transport Network, 
the second looks in detail at the Metropolitan 
Freight Strategy.  RFG will be responding 
highlighting issues and opportunities for rail 
freight in the urban region.

ORR Business Plan 
ORR are consulting on their Business Plan 
for 2013.  The document can be found at 
http://www.rail-reg.gov.uk/server/show/
nav.67 . Whilst the document is interesting, 
there are no significant new issues for the 
freight sector.

Contact:
Maggie Simpson, RFG Executive Director
+44 (0) 20 3116 0007 / 07737 007 957
maggie@rfg.org.uk / www.rfg.org.uk

RFG POLICY UPDATE & CONSULTATIONS: Maggie Simpson email: maggie@rfg.org.uk

A model operation 

Direct Rail Services has 
unveiled the design of its future 
UKLight mixed traffic diesel-
electric locomotives with these 
amazing models.

Vossloh España is building 15 
locos in Valencia, with deliver-
ies scheduled to begin towards 
the end of 2013.
To be designated Class 68, the 
UKLight is based on the 
EuroLight freight and passen-
ger loco family.

Intended for both freight and 
passenger operation, the 21·5 
tonne axleload Bo-Bo will have 
a 2 800 kW Caterpillar C175 
engine and AC traction equip-
ment supplied by ABB.

Differences from the EuroLight 
design include a smaller-profile 
to suit UK loading gauge. • 

http://www.rail-reg.gov.uk/server/show/nav.67
http://www.rail-reg.gov.uk/server/show/nav.67
http://www.parliament.uk/business/committees/committees-archive/transport-committee/
http://www.parliament.uk/business/committees/committees-archive/transport-committee/
http://www.parliament.uk/business/committees/committees-archive/transport-committee/
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ORR concludes on freight 
charges but what signal 
does it send out to the 
sector ?
The ORR’s conclusions on freight track access charges, which came 
out in early January were an important step in confirming to opera-
tors, and their customers, how much they might expect to pay for use 
of the rail network from April 2014.  Long awaited, the conclusions 
made some positive steps from the initial proposals, but overall left a 
sense of disappointment at the ongoing uncertainty. Here we try to 
summarise the current position, and what work remains to be 
concluded.

The Variable Access Charge 
The variable access charge is the basic payment which all traffic 
makes for use of the network.  It recovers for Network Rail the wear 
and tear costs of accepting that train on the network.  The charge is 
set for each individual wagon type, and varies for loaded and unload-
ed traffic.

ORR have concluded that the overall average variable usage charge 
for freight traffic cannot rise by more than 23%. This comprises 
around 7% from increased costs, plus a 15% confidence interval.  
This cap is welcome, as it limits the potential exposure, but the level 
of the cap has been set reasonably high.  Network Rail are now 
charged with calculating the new charges by wagon type, and ensur-
ing that the average rise does not exceed the cap. This work is ongo-
ing.

The Freight Specific Charge
ORR have concluded that some commodity sectors can afford to pay 
a great deal more than the variable charge and have therefore con-
cluded that Network Rail should introduce a Freight Specific Charge 
for power station coal, spent nuclear fuel and iron ore. The level of 
the charge has been set below some of the consultation options, and 
the charge will be phased in, which helps to some degree to offset 
the worst impacts of the charge. However, there are still likely to be 
structural impacts for some parts of the sector, with the Scottish do-
mestic producers remaining particularly concerned.

ORR are shortly to consult on whether the freight specific charge 
should also apply to the movement of biomass, and at what rate.

Freight only line charge
The freight only line charge is again paid by ESI coal, other coal 
users, spent nuclear fuel and iron ore. Network Rail have previously 
consulted in potential increases in this charge. ORR’s upcoming con-
sultation is expected to consider whether a similar charge will apply 
to biomass.

Coal Spillage Charge
The coal spillage charge is paid by all coal traffic and is intended to 
recover the costs that Network Rail incurs from coal dust falling into 
the trackwork. Network Rail are leading work on this charge, their 

initial proposals show a rise, albeit from a modest base, as a result of 
costs which were not correctly included at the start of the last control 
period.

Capacity Charge
The capacity charge is paid by all traffic on the network, and aims to 
recompense Network Rail for the additional performance costs of 
extra traffic.  Since the last time this charge was reviewed, passenger 
train numbers have increased considerably, whilst freight train num-
bers have fallen. The recalibration of the charge is presently under-
way.

The race is now on to ensure that the remaining work can be thor-
oughly undertaken in time for the summer, when ORR conclude on 
the periodic review.  In addition to the charges, there is a similar work 
programme looking at incentive regimes that aims to conclude at the 
same time.

There is little doubt that the structure of freight charges and 
incentives is complex.  The work which is underway to review and 
determine them is doubly so, and is stretching all but the cleverest 
economists to the limit.  It is particularly difficult to understand how all 
the elements interact, and whether the combined effect actually deliv-
ers the change which ORR desire.

It is therefore helpful that the Rail Delivery Group are to lead a long 
term review of charges to consider options for charges which might 
apply in the future.  The scope and remit of this work is only just be-
ing developed, and we will be watching with great interest to ensure 
that simplicity is at the very heart of any future proposals. Meanwhile 
we remain engaged with the current work programme, and will 
update on progress. • 

RFG OPINION 

© nottsexminer

JOIN THE RFG AND HELP SUPPORT 
THE CONTINUED SUCCESS OF 

THE RAIL FREIGHT SECTOR

email phillippa@rfg.org.uk for details
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The financial landscape for 
rail, beyond West Coast and 
McNulty
By Jonathan Roberts, JRC Consulting

Amid the West Coast franchising debacle, the House of Commons’ 
Transport Committee has published a critique of the purpose of rail-
way subsidies and the affordability of future large scale investment, in 
its ‘Rail 2020’ report released on 17 December 2012.

It creates a political building block for the post-McNulty world, by ask-
ing the Government to be clear why  a successful railway should be 
entitled to receive about £4bn a year in funding for the immediate 
future through to 2020. The Committee also questions how durable 
HLOS2 will be, partly because of the franchising delays. Will railway 
capacity be constrained by problems partly resulting from DfT’s fail-
ures?

Rail 2020 begins positively, even if it can’t find a different word to the 
negatively-imbued  ‘subsidy’ – such as support or investment: “We 
welcome the Government's recent confirmation that there is a case 
for subsidising the railway, for environmental, social and economic 
purposes. It makes a welcome contrast from the understandable fo-
cus on reducing the subsidy, in the context of the UK's wider eco-
nomic problems.”

“However, the Government must do much more to explain why the 
taxpayer should subsidise rail and where that money is spent. At pre-
sent, the Government cannot demonstrate how the subsidy achieves 
the purposes it has set out and nor can it explain what level of subsi-
dy it thinks is appropriate.” Members of the Transport Committee 
were impressed by greater clarity in other European countries on 
what the financial support was there for.

The Committee recommends “that in developing a new framework for 
rail franchising the Government focus more on wider policy objec-
tives, such as the promotion of sustainable end-to-end journeys, the 
quality of the passenger experience, or economic or social develop-
ment, alongside the premium payments offered by train operating 
firms.”

There is a paradox: “In many ways the railway has been a success in 
recent years… passenger journeys almost doubled since privatisation 
[1.6 billion in 2011-12]... rail freight has expanded by over 60% to 
21.1 billion tonne kilometres per annum, so that 11.5% of freight is 
now conveyed by rail.” More expansion is under way.  Yet “Capacity 
constraints can rarely be resolved quickly and cheaply” and “Network 
Rail's status as a private sector organisation reliant on state funding 
and a Government guarantee for its £42bn debt is anomalous”.

Rail 2020 gives a warning note in para.76 that “If the savings identi-
fied in the McNulty report do not materialise we cannot rule out radi-
cal structural reform of the industry in future… The suggestion in the 
McNulty report that the Government's "predict and provide" approach 
to rail capacity might not be sustainable could provide the context for 
difficult debates in the next decade about how to cope with rising 
demand if extra capacity is unaffordable.”

The hardest-hitting comments are in Rail 2020’s Annex B, which is a 
comparative analysis of recent and projected incomes and expendi-
tures to 2020, prepared by the Committee’s specialist advisers, Bob 
Linnard and Richard Goldson. 

The advisers comment that “the key drivers [in the underlying costs of 
rail] have been the significant change in volume which has affected 
both revenue and TOC costs, and the impact of the burgeoning RAB 
[regulated asset base] which is itself driven by the volume of infra-
structure investment. In short the issues are the rate of growth, and 

the costs of accommodating that growth.” They remark that “securing 
the efficiency target implicit in the recent HLOS settlement will neces-
sitate difficult decisions by government as well as industry. The cur-
rent disorder in the franchising programme is deeply unhelpful.”

Their projection is that “subsidy is expected to continue at broadly its 
existing level of £4bn for the next expenditure period despite real 
growth of 20% (as predicted in the Initial Industry Plan). This implies 
(at least) three things.”

“There is… a major question mark over the achievability of TOC sav-
ings and hence over the realism of the HLOS targets”
”The government's cash limit assumes that the industry can reduce 
its annual costs by £3.5bn by 2019” vs. 2008/09, “But the problems 
with West Coast will delay the reletting not just of that franchise but of 
some or all of the other eight that expire over the next two years..”
“Slowing the rate of growth of Network Rail's RAB (and its attendant 
financing costs) is likely to become increasingly important”
“Financial pressures will probably mean that growth will need to be 
steered towards times and places where existing capacity (both roll-
ing stock and infrastructure) can absorb it, so that the costs of growth 
in future grow more slowly than revenue.”

“To the extent that in some places costs of growth will necessarily be 
higher than incremental revenues (services benefiting from the North-
ern Hub may well be a good example), then costs elsewhere on the 
existing network will need to be managed accordingly.”

The Transport Committee considers there is “more scope to delegate 
work to the Office of Rail Regulation so that it monitors and challeng-
es the efficiency of the whole industry, not just Network Rail.”

However it isn’t convinced by ORR’s present capabilities: “If ORR 
takes on this role it will need to develop a thorough understanding of 
the economics of the entire rail industry so that it can set appropriate 
savings targets and apply pressure in the right places to ensure that 
savings are made… We support the notion of a single economic reg-
ulator for the rail industry. It makes sense for the ORR to take on this 
role, but in doing so it must show it has the capacity and credibility to 
deliver savings across the board.” • 

Rail 2020: www.publications.parliament.uk/pa/cm201213/cmselect/
cmtran/329/32902.htm
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EUROPEAN NEWS News in Brief:

● The European Commis-
sion co-financed project 
Spider Plus has held its 
first meeting in Rome on 6 
December. The new pro-
ject is charged with creat-
ing a new Europe-wide 
‘2050 vision’ for passenger 
and freight mobility. 

● Paul Magnette, the Bel-
gian Minister of public bod-
ies, has officially an-
nounced a new structure 
for the Belgian railways 
that separates Infrabel and 
SNCB. The new structure 
is in line with the first rail-
way package and the fu-
ture fourth railway pack-
age. 

● CargoBeamer, the inter-
modal transport system 
has completed a test drive 
from Leipzig in Germany 
to Calais to demonstrate 
that it fulfils all technical 
and operational require-
ments to run on the Euro-
pean rail network
The system uses special 
wagons and terminals with 
a cargo handling system 
that allows all non-
craneable semi-trailers to 
be shifted from road to rail.

● Plans to build 50 Pow-
erHaul diesel locomotives 
in Eskişehir, Turkey over 
the next two years were 
announced by General 
Electric and Tülomsaş on 
14 January. Under the 
strategic partnership be-
tween the two companies, 
the Turkish builder is to 
assemble 20 locomotives 
for state railway TCDD 
and a further 30 for 
‘regional export markets’ in 
Europe, the Middle East 
and North Africa.

Fourth Railway Package: 
Merkel and Hollande want to 
keep their monopolies 
whilst preaching 
liberalisation elsewhere!
By Tony Berkeley, RFG Chairman

The European Commission’s fourth attempt in 20 
years to introduce the principles of the Internal Market 
to the rail sector is designed to ensure that there is fair 
competition above track; this in turn means that there 
must be full separation between the infrastructure 
managers and all train operators, and that there are 
no hidden subsidies flowing between them. The last 
month or so has seen massive lobbying by France 
and Germany against change to their monopolistic rail 
sectors.

France seeks to undo even the existing bad structure 
which allows liberalisation in name but prevents it in 
practice.  It is not surprising that SNCF were fined € 
60 m earlier this month for abuse of dominant position 
and other anti-competitive actions. In its proposed 
restructuring, whereas it is good that the Infrastructure 
Manager (IM) gets full control of all its activities, it is 
also to become closer in management terms to the 
incumbent operator SNCF, likely to create a new over-
all rail company SNCF SA. This is a step backwards in 
liberalisation which the EC must investigate.  It is per-
haps a coincidence that the Advocate General of the 
European Court of Justice recently published his opin-
ion on the current structure in France — that it does 
not even comply with the First Railway Package. 

In Germany: the European Commission sent a Letter 
of Formal Notice to Germany in December under its 
infraction proceedings, accusing the latter of disobey-
ing EU rules that require integrated companies to keep 
accounting separation and prohibit the transfer of 
funds related to infrastructure management or the pro-
vision of public service transport services to any other 
businesses. There is no transparency between the IM 
(DB Netz AG) and the train operators owned by DB 
due to a peculiar Profit Transfer Agreement that fore-
sees the transfer of all profits made by the subsidiaries 
to the holding regardless of the origin of the 
"profits" (e.g. public funds granted by the State to fund 
infrastructure development) or its intended use (to 
cross-finance commercial activities of the holding, to 
make acquisitions abroad. etc). Other competition is-
sues are also being considered, and the Commission 
believes that this would lead to the absurd result of 

independent operators financing their own competitors 
belonging to the holding company; these are the hid-
den subsidies that keep DB ahead of any competition.
Thus, the two member states pressing hardest to pre-
serve their monopolistic structures are themselves the 
subject of legal challenges for failure to implement the 
European laws they approved over ten years ago, 
fines for competition abuse or both.

The Fourth Railway Package is an essential prerequi-
site to successful completing the liberalisation of the 
rail sector and to attract private sector investment 
which the sector needs so badly. Unless there is real 
separation between train operators (railway undertak-
ings - RUs) and infrastructure managers (IMs), this will 
not be achieved. And IMs must be totally independent 
with the widest responsibility for delivery and manage-
ment – with full transparency between them and any 
RU.

All this is now at risk owing to the lobbying by France 
and Germany to stop the Commission publishing the 
Fourth Railway Package as originally approved by the 
College of Commissioners.  French Commissioner 
Barnier threatened wholesale industrial action if the 
Commission went ahead.  DBAG Chairman Dr Rüdige 
Grübe, having threatened Matthias Ruete, Director 
General of DG MOVE, then met Angela Merkel and 
threatened to resign if she did not get the Fourth Rail-
way Package stopped. Merkel phones EC President 
Barroso instructing him to do so. And, when the pack-
age was published last week, the text on separation 
was watered down, and the holding company model 
remained possible.

The Commission, of course, is supposed to look after 
the interests of Europe as a whole, and should not 
succumb to bullying by member states. Angela Merkel 
was quoted in the Financial Times (25 January) prais-
ing David Cameron’s stress on boosting European 
competitiveness, but she warned that “if the aim is to 
impose specific interests, every member of the EU has 
its own interests”.  Perhaps she should reflect on her 
own special interests in the case of the Fourth Railway 
Package! • 
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