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PR18 Initial Consultation

B We have published our first major document, preparing for the
regulatory settlement for Network Rail.

— This will likely cover the five-year period from 1 April 2019

B This document looks at how the context has changed, sets out our
Initial proposals for responding to these changes, and invites
comments and ideas from stakeholders.

B Forthcoming working papers:
— Route-level regulation and system operation
— Outputs

— Enhancements



Demands on
the Network

Digitalisation of the Railway

Reclassification
Digital Railway & Public
Spending

Context
for the
[ rocnmersons 3 review

Efficiency &

Shaw Review Performance

Political &
Operational
Devolution
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e Support the shift towards route-level decision making
e Encourages greater involvement from customers & regional funders
e Greater use of comparison between routes

e Encourage better use of the network
... eSupportimproved capability in terms of network analysis and planning
* Protect operators moving passengers and freight across route boundaries

e Respond to the increased diversity of funders
e Provide flexibility to funders
e Implies some change to the periodic review to make this work

New ways to treat

enhancements

Outputs & *Build on industry work to improve how we measure performance
Performance e Increased route-level monitoring & transparency
Monitoring e Continued protection of renewals volumes and asset condition

Our proposed priorities & approach

Cost transparency
& improved

incentives




Potential framework for the determination

Our determination for Network Rail

A ‘settlement’

Outputs
(what is expected to be delivered in
return for the funding)

Revenue requirement
(to operate, maintain, renew and
enhance the network)

Financial framework &
change control
(including how risk is managed
within the fixed borrowing limit)

Incentives framework
(encouraging efficiency and
effective use of the network)

Monitoring framework
(ORR and customer-led oversight,

- ncouraging good performance) |

for each route and
function / area

Scotland*

- v

In England &

/  Central system
operator (potentially a

separate settlement)

(approach to be
decided)

|

Core service activities

y

* The overall determination will distinguish between Scotland and England & Wales, reflecting the
legislative responsibilities of the Scottish Government and the Secretary of State.
#*We also note that Network Rail is considering how to implement the Northern route proposed by

the Shaw Report.
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Summary of key differences to PR13

Proposed for
Element PR13/CP5 PR18/CP6

Element

PR13/CP5

Proposed for

PR18/CP6

Route-level regulation

Business plans informed by
route-level customer
engagement

Separate outputs for each route

Specific funding and RAB
allocations

Incentive framework applying at
route level

Transparency over resource
transfers between routes

Charges reflect cost at
route-level

Monitoring at route-level

Partial

No

Indicative only?

Partial®

Partial

Partial*

Partial®

More
substantial

Yes

Yes
Yes

Full

Consider
scope for more

Yes

Regulation of system operator

Separate business plan
(informed by customer
engagement)

Separate outputs

Separate funding and RAB

Managementincentives linked
to system operator performance

Transparency and monitoring

No Yes
No Yes
No Yes
Partial
) Yes
(set nationally)
Partial
) Yes
(set nationally)
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How to get in touch

Please subscribe to our PR18 email alerts service and you will
receive our all latest news: http://eepurl.com/b1XI5H

oR e: PR18@orr.gsi.qov.uk

W: WWW.Orr.gov.uk/prl8

. . . . . 2018 periodic review of
Network Rail (PR18)
Initial consultat ion

May 2016
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