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Regulator’s foreword 

1. In this document, I am setting out the conclusions of my Review of Railtrack's 1998 
Network Management Statement and publishing the commitments which Railtrack 
has given following that Review. 

2. Condition 7 of Railtrack's Network Licence was modified in September last year to 
place Railtrack under important new obligations to publish and deliver plans for the 
maintenance, renewal and development of the network which meet the reasonable 
requirements of train operators and funders.  The 1998 Network Management 
Statement was the first to be published under the terms of this new Condition.  As 
such it was an important milestone in demonstrating whether Railtrack has adequate 
plans to deliver on its new accountability.  In other words, for the first time since 
1994, Railtrack was accountable under its licence for its plans, not just under its 
contracts with its customers, for its day-to-day performance.  

3. When the 1998 Network Management Statement was published, I welcomed the 
greater detail it provided about Railtrack's plans but expressed my concern that, as it 
stood then, it contained very few firm commitments to deliver significant 
improvements across the network.  I announced that I wished to seek the views of 
train operators and funders on the Statement.  That consultation produced weighty and 
considered responses.  I decided that, having regard to Railtrack's performance and its 
plans, there was a need for immediate action in four key areas of concern where 
Railtrack needs to take action to secure that it will comply with its obligations under 
Condition 7.  Those four areas are:  

(a) Performance - much more demanding targets to reduce delay than were 
provided in the 1998 Network Management Statement; 

(b) Track quality - the elimination of poor quality track within a defined timescale 
and without any reduction in the overall levels of track quality; 

(c) Network capacity - the timely development of options to address all of the 
current and foreseen capacity problems identified in the 1998 Network 
Management Statement; and 
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(d) Requirements of operators and funders - better processes for establishing their 
reasonable requirements in drawing up plans for maintaining, renewing and 
developing the network.  

4. Railtrack's formal commitments agreed between us as appropriate and necessary are 
set out in full in this document.  I believe delivery of these actions will result in better 
railway services within a framework of more demanding targets for improved 
performance and track quality and I will hold Railtrack accountable for that delivery.  
Railtrack and train operators must work constructively together to deliver better 
quality and value for money to their customers and to taxpayers.  I am pleased that 
Railtrack has responded constructively to my conclusions. 

5. I am also today publishing my second consultation paper on the Periodic Review of 
Railtrack's access charges.  These two documents are closely linked.  The first is on 
price:  the second on what Railtrack must deliver at that price.  Thus Ra iltrack's plans 
- as reviewed in this Document - must contain commitments which properly address 
the reasonable requirements of train operators and funders if they are to provide a 
sound basis for my decisions on the Periodic Review of its future charges.  Together 
the objective of both reviews is to contribute to the delivery of a better and more 
efficient railway in the first decade of the 21st century.  Railtrack has a critical role to 
play in this delivery. 

 

 

 

JOHN SWIFT QC 
Rail Regulator 
July 1998 
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1. Introduction 

1.1 This document sets out the conclusions of the Rail Regulator’s Review of Railtrack’s 
1998 Network Management Statement (NMS), published on 25 March 1998 and 
publishes in full the commitments as given following that review.  It provides the 
background to the joint announcement by the Regulator and Railtrack on 16 July 
outlining those commitments.   

Railtrack’s obligations under condition 7 of its network licence 

1.2 The 1998 NMS was the first to be published since Railtrack’s Network licence was 
modified in September 19971.  As modified, Condition 7 requires Railtrack, in its 
maintenance, renewal and development of the network, to meet the reasonable 
requirements of train operators and funders of the railway as to the quality and 
capability of that network.  These obligations must be discharged in a timely, efficient 
and economic manner, in accordance with best practice, having regard to all relevant 
circumstances, including Railtrack’s ability to finance its licensed activities, and cover 
stations and depots as well as the track infrastructure.  The annual NMS sets out 
Railtrack’s plans for complying with the licence obligations. 

The Regulator’s review 

1.3 On publication of the NMS the Regulator welcomed the increased level of detail 
provided as to Railtrack’s plans.  However, he expressed concern about the level of 
commitment contained in the NMS and announced that he proposed to review it, and 
the processes underpinning it, and to consult train operators and funders as to the 
extent to which their reasonable requirements were being met. 

1.4 This consultation exercise involved a series of questions which the Regulator put to 
train operators and key funding bodies (the Franchising Director and the Passenger 
Transport Executives), and to Railtrack.  These were intended to help the Regulator 
reach a view on the extent to which Railtrack had complied with its licence 
obligations.  The consultation questions focused on the processes by which Railtrack 
had determined the reasonable requirements of train operators and funders, and the 

                                                 
1  Railtrack ’s investment programme – Statement by the Rail Regulator, May 1997 

Railtrack ’s investment programme: Increasing public accountability – Consultation on proposed 
modification to Railtrack ’s network licence, July 1997 
Railtrack ’s investment programme: Implementation of new licence condition, September 1997 
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extent to which it was meeting those requirements.  Copies of the responses are 
available for inspection in the ORR library. 

1.5 Following responses to the consultation the Regulator identified four key areas of 
concern: 

(a) the processes for establishing the reasonable requirements of train operators 
and funders; 

(b) the targets for Railtrack performance; 

(c) the plans for improving the quality of track on Railtrack’s network; 

(d) the plans for dealing with capacity bottlenecks. 

1.6 Although the Regulator does not consider that Railtrack is currently in breach of its 
licence obligations, the Regulator has concluded that unless Railtrack takes 
appropriate action in the four areas above, it is likely to contravene the requirements 
of Condition 7 of its Network Licence. 

1.7 Under Section 55 of the Railways Act, if the Regulator concludes that Railtrack is 
likely to contravene its licence, he must (having regard to his statutory duties) take 
appropriate enforcement action, unless Railtrack commits to and takes appropriate 
action to secure compliance. 

Railtrack’s commitments following the regulator’s review 

1.8 Railtrack has given commitments to such action in the four areas set out above. The 
Regulator considers that carrying through these actions is necessary to secure 
compliance with the Condition 7 of the Network Licence.  He welcomes these 
commitments by Railtrack which he is satisfied, for the purposes of Section 55 (5)(b) 
of the Railways Act 1993, secure compliance for the present.  This document 
accordingly constitutes notice to that effect for the purposes of Section 55 (6) of the 
Railways Act.  In considering the appropriate enforcement action in the event of 
failure by Railtrack to comply with these commitments, the Regulator would expect 
to have regard to his statutory duties, the reasons for failure, the extent to which 
Railtrack had  endeavoured to meet the commitments, and the materiality of any 
failure. 

1.9 The commitments given by Railtrack and formally agreed between Railtrack and the 
Regulator are set out in Annex A.  The remainder of this document sets out in more 
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detail the results of the Regulator’s review in each of the four areas set out above, the 
commitments given by Railtrack, and the associated expectations the Regulator has of 
Railtrack and others. 

The Periodic review of Railtrack’s charges 

1.10 At the same time as he is publishing this Review, the Regulator is also publishing his 
second Consultation Document on the Periodic Review of Railtrack’s charges2.  The 
overall objective of the Periodic Review is to establish a financial framework which 
provides challenging targets for future efficiency and for improvements in network 
performance and capability and strikes an appropriate balance between Railtrack, its 
customers and its funders. The NMS Review  has highlighted some key issues for the 
Periodic Review and, in particular, the importance of ensuring that the 1999 NMS: 

(a) demonstrates that Railtrack has in place effective arrangements to assess the 
condition of all its network assets; and 

(b) enables the effectiveness of Railtrack’s stewardship of the rail network to be 
assessed through better measures and targets for the outputs of the network, as 
well as the underlying health of the assets. 

The Regulator is discussing with Railtrack how this work should be taken forward. 

                                                 
2  The periodic review of Railtrack ’s access charges: The framework and timetable and further 

consultation on financial issues, July 1998 
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2. Railtrack’s processes for establishing the 
reasonable requirements of train operators 
and funders 

Findings of the Regulator’s review 

2.1 Train operators and funders generally felt that the 1998 Network Management 
Statement (NMS) was not underpinned by effective consultation processes to 
establish their reasonable requirements, although most reported there had been some 
meetings with Railtrack on issues concerned with the maintenance, renewal and 
development of the network.  A number of respondents, including the Franchising 
Director, the West Midlands Passenger Transport Executive (Centro), and freight 
operators, expressed concern about the adequacy  of consultation by Railtrack on the 
West Coast Main Line Passenger Upgrade 2 (PUG 2) project. 

2.2 Nevertheless, many consultees did notice signs of recent improvement in Railtrack’s 
processes for establishing their reasonable requirements.  Railtrack, in its response, 
emphasised its commitment to improve the processes through development of account 
plans for train operators.  It stated that the processes which it had in place for 
consultation on the 1998 NMS were designed before the modified licence condition 
came into force in  September 1997, and that the 1998 NMS could not, therefore, be 
expected to be based on a full consultative process in the time available. 

2.3 Train operators and funders also expressed concern about the difficulties they faced in 
taking advantage of potential synergies between the implementation of enhancement 
projects and Railtrack’s renewal programmes.  They argued that Railtrack’s 
consultation processes needed to be improved to make this possible.  Railtrack 
indicated in the NMS that it aspired to give train operators the opportunity to consider 
possibilities for enhancement works which could, with advantage, be carried out in 
conjunction with planned renewals.  Train operators and funders also wished to see 
greater transparency in Railtrack’s costs for undertaking enhancement projects, noting 
that in a number of cases the cost of works had increased significantly since Railtrack 
was established, that non-construction costs appeared unduly large, and that it took a 
long time to obtain quotations for work. 

2.4 Several train operators indicated that uncertainty about whether works constituted 
renewal (funded through existing access charges) or enhancement (for which 
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additional charges would be levied) had proved an obstacle to the process for 
establishing their reasonable requirements, particularly for stations. 

The Regulator’s conclusions  

2.5 The Regulator notes the improvements made in recent months to Railtrack’s 
processes for establishing the reasonable requirements of train operators (through the 
development of its account planning process), and also for establishing those of the 
Franchising Director and Passenger Transport Executives (PTEs).  He accepts that 
Railtrack only had limited time between the introduction of the licence modification 
and the publication of the 1998 NMS.  However, he concludes that unless Railtrack 
makes and carries out specific commitments to improve the processes in order to 
underpin the 1999 NMS, addressing the concerns raised by operators and funders, 
(including the specific points set out in paragraph 2.3 above), it would be likely to 
contravene its licence obligation to meet the reasonable requirements of train 
operators and funders.  This is because there would not be a fully effective means to 
establish what those reasonable requirements were in the first place.  On an integrated 
network, where the requirements of train operators and funders will impact on each 
other, it is essential that the processes are implemented to a similar high standard 
across the network.  

Railtrack’s commitments 

2.6 Railtrack has agreed to give specific and timetabled commitments to improve these 
processes.  These are set out in paras 5 to 8 of the Schedule to Annex A to this 
document.  In  brief , it has agreed to: 

(a) complete statements of the requirements of train operators and PTEs by 15 
September 1998; 

(b) turn these into statements of reasonable requirements of train operators and 
PTEs by 15 January 1999; 

(c) report on progress with these to the Regulator; 

(d) develop and comply with appropriate procedures to ascertain the reasonable 
requirements of the Franchising Director. 

2.7 Railtrack has agreed to include in each statement of reasonable requirements its plans 
for meeting the requirements and the measures and targets for outputs.  The Regulator 
expects for example, that a key focus of the statements will be on the results (in terms 
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of performance and track quality, or in terms of quality of facilities) of Railtrack’s 
maintenance and renewal programmes funded through access  charges.  To the extent 
that enhancement investment is committed and funded, he would expect this and its 
results to be defined. 

2.8 Railtrack has also agreed that the statements of reasonable requirements will include 
procedural arrangements to deal with the two matters of specific concern set out in 
para. 2.3 above. 

2.9 The Regulator believes that action by Railtrack to deliver this commitment can build 
upon the account planning and route strategy processes which Railtrack is already 
developing for train operators, and which were welcomed in a number of responses to 
his consultation.  He believes that it is particularly important that the 1999 NMS is 
effectively underpinned in this way because of its importance for the Periodic Review 
of Railtrack’s charges. 

Related expectations  

2.10 Railtrack has agreed, at the Regulator’s request, to review its Criteria for maintaining, 
renewing and developing the network.  It is required to produce these under Condition 
7 of the Network Licence.  Railtrack intends to revise them by the end of September.  
The Regulator  believes these revised Criteria will be a key element in decisions by 
Railtrack as to what constitute reasonable requirements, and how they can be met in a 
timely, efficient and economic manner. 

2.11 In particular, the Regulator expects the Criteria to contain a clearer statement of what 
constitutes renewal paid for in access charges to address the concern mentioned in 
para. 2.4 above.  Because of specific concerns which have been expressed by train 
operators and funders about maintenance, renewal and development of stations he is 
asking Railtrack to accelerate its work on Criteria in respect of stations. 

2.12 The Regulator recognises the important role of local authorities as funders of the 
railway. In this context  he notes that Railtrack and the Association of Transport Co-
ordinating Officers have published guidance for local authorities on participation in 
the development of the network setting out procedural arrangements3.  He welcomes 
this initiative, and does not propose to take any further action at this stage, but will 
want to ensure the arrangements remain fit for purpose. 

                                                 
3  Railtrack/Association of Transport Co-ordinating Officers: Partnership in railway development, 

October 1997 
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2.13 Concerns have also been expressed to the Regulator about the processes for 
negotiation of new access rights, and in particular the arrangements for negotiating 
charges.  This is not an issue directly relevant to the obligations in Condition 7 of the 
Network licence, but does come within the ambit of the Regulator’s other functions.  
The Regulator has asked Railtrack to consult upon, and implement, a Code of Practice 
dealing with these issues, and would expect that where appropriate, it should be 
linked with the statement of reasonable requirements process. 
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3. Performance of the network 

Findings of the Regulator’s review 

3.1 A number of train operators believed that Railtrack’s commitments to reducing train 
delays were insufficiently challenging, a view which the Franchising Director shared.  
Some train operators sought targets specifically tailored to their needs (including 
where appropriate a focus on performance against operator's Passenger Charter as 
opposed to minutes delay caused by Railtrack) rather than an overall target for 
performance.  Freight operators questioned why Railtrack had set percentage targets 
for reducing delays to freight services that over three years were lower than for 
passenger services. 

3.2 Several train operators and funders expressed serious concern about the adverse 
effects on train punctuality and reliability of the outputs of maintenance and renewal 
work.  In addition, a particular concern raised by a number of operators was about the 
adequacy of Railtrack’s current planning and management arrangements for 
engineering possessions, which often resulted in unnecessary disruption as a result of 
possessions not being taken up, or over-running.  In some cases this was exacerbated 
by possessions being “handed back” for operation at speeds significantly less than the 
normal line speed. 

3.3 Railtrack has recognised the benefits to itself and its cus tomers of improved 
performance, and is adopting a more systematic approach to this.  It has appointed a 
Performance Director, and has stated that it is promoting a company-wide focus on 
sharing best practice, intended to produce measurable performance improvements. 

Conclusions  

3.4 The Regulator welcomes Railtrack’s statements about its new focus on improving 
performance.  However, Railtrack’s formal commitment on performance is that 
contained in the 1998 NMS where Railtrack has committed to a 3.2% reduction in 
passenger train delays and a 4.1% reduction in freight train delays in the current year.  
It has further committed to cumulative reductions of 16.1% and 9.7% respectively by 
2000/01.  On the basis of the responses to his consultation, the Regulator concludes 
that the achievement of targets at this level would not be sufficient to secure 
compliance with Railtrack’s licence obligations. 
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Railtrack’s commitments 

3.5 Railtrack has now committed itself to improve the targets.  It has agreed to amend the  
1998 NMS targets for Railtrack infrastructure-caused delays (i.e. excluding those 
caused by Railtrack’s scheduling and operation of the network, security alerts, 
fatalities, fires etc, or by train operators) to a 7.5% target reduction in delays per train 
for the current year applying equally to passenger and freight services.  For 1999/2000 
and 2000/2001, Railtrack has agreed to develop revised performance targets for the 
1999 NMS, in the light of the process to establish requirements of train operators and 
funders set out in Chapter Two.  These commitments are set out in paras 1 and 2 of 
the Schedule to Annex A to this document.  The Regulator expects Railtrack to 
commit to challenging targets for future years, based on requirements of its customers 
and effective analysis, as a result of this process. 

Related expectations  

3.6 The Regulator expects that the account planning process outlined in Chapter Two 
should be the means by which individual train operators and funders are able to agree 
targets with Railtrack, although he recognises that difficulties with monitoring 
systems will create constraints in the short term as to what can be measured.   In 
addition, both the Regulator and the Franchising Director recognise the level of train 
operator-caused delay as a proportion of overall delays.  They believe that there 
would be significant benefits if commitments by train operators to reduce delays they 
caused were included in the account plans.  The Regulator has written to train 
operating companies suggesting that this would be an important way of taking 
forward mutual aspirations for a better railway. 
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4. Track quality 

Findings of the Regulator’s review 

4.1 A number of train operators expressed concern that track quality was deteriorating 
and that this was reflected in poor ride quality for passengers on some routes. 

4.2 Railtrack recognised this concern, and in the 1998 Network Management Statement 
(NMS) said it had a programme of appropriate renewal and maintenance work for 
track which did not meet the required standard.  It did not, however, include any 
targets for improvement of track quality. 

Conclusions  

4.3 The Regulator made clear in para 16 of his statement for Railtrack’s prospectus that in 
his decisions on Railtrack’s access charges he had set charges so as to provide 
sufficient income to maintain the existing capability of the network, and, where 
necessary to carry out renewal in modern equivalent form .  In the light of this, the 
Regulator considers that train operators and funders have a reasonable expectation 
that track quality will at least be maintained, and, overall, improved during the period 
covered by the existing framework of charges (i.e. the period to March 2001). 

4.4 The Regulator is concerned that Railtrack has not significantly reduced the proportion 
of track which does not meet its own 100% line standard for ride quality.  He further 
notes that the 1998 NMS indicates that there has actually been a slight deterioration in 
overall track quality since 1994.  Moreover, the NMS did not contain any targets for 
improvement.  The Regulator considers that, in the absence of committed targets for 
improvement, Railtrack would be likely to contravene its licence obligations in 
respect of the reasonable requirements of train operators and funders. 

Railtrack’s commitments 

4.5 Railtrack has agreed to reduce the amount of track which does not meet its 100% line 
standard for quality to the greatest extent reasonably practicable over the period to 31 
March 2001.  To the extent this involves improved maintenance it will be achieved by 
31 March 2000; to the extent it involves track renewal it will be achieved by 31 
March 2001.  This will not be at the expense of allowing overall deterioration in the 
proportion of track in the good and adequate categories (the 50% and 90% standards). 
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4.6 Railtrack will produce a plan with timescales for the achievement of its commitment 
to reduce the amount of track not meeting the 100% standard by 15 January 1999.  
This will involve  consultation with train operators and funders about priorities and 
milestones, and about what is reasonably practicable having regard to the availability 
of possessions, via the process set out in Chapter Two.  These commitments are set 
out in para 3 of the Schedule to Annex A of this document. 
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5. Capacity of the network 

Findings of the Regulator’s review 

5.1 The 1998 Network Management Statement (NMS) identified a number of existing 
and potential bottlenecks on the network where capacity was inadequate to meet 
likely future demands.  However, several train operators (including both major freight 
operators) and funders expressed concern at the lack of commitment in the NMS to 
improve capacity.  This concern was shared by the Central Rail Users' Consultative 
Committee and the London Regional Passengers' Committee. 

5.2 Railtrack has stated that it has in hand a programme of studies to inform the 1999 
NMS. 

Conclusions  

5.3 The Regulator recognises the work put in hand by Railtrack to identify solutions for 
capacity bottlenecks and welcomed the initial analysis contained in the 1998 NMS.  
However, he is concerned that the NMS contained very few commitments to develop 
options for dealing with current and predicted bottlenecks.  He notes that where 
solutions to such problems would involve investment, lead times for development and 
implementation are long.  Therefore, the Regulator concludes that unless Railtrack 
commits to firm dates for completion of assessments of technical options, it is likely 
to contravene the licence requirement to act in a timely and efficient manner to meet 
the reasonable requirements of train operators and funders in respect of the capability 
of the network. 

Railtrack’s commitments 

5.4 Railtrack has agreed to complete studies of the technical options for dealing with the 
capacity bottlenecks identified in the 1998 NMS by 30 November 1998.  This 
commitment is set out in para 4 of the Schedule to Annex A to this document. 

5.5 The Regulator considers this is an important first step, and will want to discuss with 
Railtrack and the Franchising Director what steps should be taken in the light of the 
initial work on options. 
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Associated expectations of Railtrack 

5.6 As part of the process of regulatory approval of the West Coast Main Line Passenger 
Upgrade 2 (PUG 2) agreement, Railtrack gave undertakings to conduct a review of 
options to increase capacity on that route4.  The Regulator stated at the time of giving 
his approval to the agreement that he considered that satisfying these requirements 
was a necessary condition of Railtrack being compliant with its obligations under its 
Network licence.  These commitments are reproduced in Annex B to this document.  
The Regulator expects this work to be done in parallel with that committed to by 
Railtrack following this Review, but with appropriate linkages being made. 

                                                 
4  The Regulator’s conclusions on the proposed tenth supplemental agreement between Railtrack 

PLC and West Coast Trains Ltd (the PUG2 agreement), June 1998 
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Annex A 
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Annex B 

1. West Coast Main Line Passenger Upgrade 2 Agreement: undertakings given by 
Railtrack PLC respect of future capacity provision. 
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