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Passenger traffic in Europe: a MIXED picture

Rail financing I s KEY |to

But financing is lacking!

Will rail passenger market liberalisation help?

What prospects for rail passengers, then?

What should we fight for?

3 CER



Snapshot: SWEDEN an example of best implementation N
of White Paper principles, leading to rail growth. CER

______
The Voice of European Railways

Rail growth 2002-2007 Rrail Modal Share 2007

Passenger: rail +16% (EU15: +9%) All +4%  Passenger: 9% (EU15: +7%) C +11%
Freight: rail +21% (EU15: +17%) All +14% Freight: 36% (EU15: +15%) C +6%

Source: ETIF 2009, European Commission Source: ETIF 2009, European Commission
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SWEDEN:an exampl e of RI GHT 1 mpl ementati

- low access charges & high investments in infrastructure, starting in 1990,
- attracting new entrants into the market since 1995

(1) Public financing = Infrastructure financing + PSO compensation (annual average per track-km); (2) Access charges: estimate based on progression between 2005 and 2008
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Snapshot: DENMARK successful implementation of the N
White Paper principles (in passenger business). CER

______
The Voice of European Railways

rail growth 2002-2007 Rall Modal Share 2007

Passenger: rail + 8% (EU15: +9%) All +9%  Passenger: 9% (EU15: +7%) A -1%
Freight: rail - 5% (EU15: +17%) All -7% Freight: 8% (EU15: +15%) A +2%

Source: ETIF 2009, European Commission Source: ETIF 2009, European Commission
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Market opening started in 5th-highest intensity of ralil Low access charges for EU15
passenger services financing in Europe standard

DENMARK: High rail financing and low access charges allowed passenger

services to increase and rail to keep up modal share. Due to the small size of the
country, freight services are very much subject to international traffic variations.

(1) Public financing = Infrastructure financing + PSO compensation (annual average per track-km); (2) Access charges: estimate based on progression between 2005 and 2008
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Snapshot: POLAND implementing the First Railway N
Package will not be suffi CER

______
The Voice of European Railways

Rail growth 2002-2007 Rrail Modal Share 2007

Passenger: Rail -6% (EU25: +8%) All: +32% Passenger: 7% (EU10: +7%) C -28%
Freight: Rail +16% (EU25: +18%) All: +60%! Freight: 26% (EU10: +28%) C -27%

Source: ETIF 2009, European Commission Source: ETIF 2009, European Commission
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In Europe, one of the highest Railway financing is Access charges for freight are
penetrations of new entrants extremely low in Poland extremely high.

POLAND: In spite of a good penetration of new entrants, rail performance becomes

very fragile. Rail modal share is collapsing. Infrastructure charges for freight are
too high compared to road. And rail financing is one of the lowest in Europe.

(1) Public financing = Infrastructure financing + PSO compensation (annual average per track-km); (2) Access charges: estimate based on progression between 2005 and 2008
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Snapshot: ROMANIA an example of lacking White Paper N
principles implementation, leading to rail decline. CER

______
The Voice of European Railways

Rail growth 2002-2007 Rall Modal Share 2007

Passenger: Rail -12% (EuU25: +8%) All +14%  Passenger: 9% (EU10: +7%) C -23%!
Freight: Rail +4% (EU25: +18%) All +89%! Freight: 19% (EU10: +28%) C -45%!

Source: ETIF 2009, European Commission Source: ETIF 2009, European Commission
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Market opening effectively Lowest investment level in Access charges ABOVE
started in 2004 in freight infrastructure in Europe EU average AND going up!!!

ROMANIA: With high access charges and no financing for rail, market opening was

counterproductive, driving block train prices down and undermining the already
limited ability of the rail system to finance itself. Rail modal shares collapsed!

(1) Public financing = Infrastructure financing + PSO compensation (annual average per track-km); (2) Access charges: estimate based on progression between 2005 and 2008
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Passenger traffic in Europe: a MIXED picture

financing 1 s

But financing is lacking!

Will rail passenger market liberalisation help?

What prospects for rail passengers, then?
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Financing & Charging account for 55% of rail Passenger

absolute growth. Competition for only 0.01%.

Traffic growth
in p.km betw.
2002 and 2007
(in %)

3

8
B

20%

-
CER

The Voice of European Railways

OTHER Drivers ?

Rail FINANCING Rail CHARGING

Best data fit is reached via a
logarithmic correlaction (curved line)
y =0,039Ln(x) - 0,0975
R?=0,4982

Financing in 000u/Track.km/Yr
(Year average 2002 - 2006)

R2 = 0,4982 (logarithmic cor.)
Rail FINANCING
explains 50% of ralil
passenger absolute
growth variation !

y =-0,0336x + 0,1391
R?=0,0472

20%

10%

-10%

-30%

Other factors may

also drive growth:

- Difference in charging
between modes;

- Economic growth;

y =0,0004x + 0,0599
R?=0,0001
WARNING: EC data does not
reflect true passenger market
opening! See explanation above
UK, LV excluded

EE: market share corrected to 0%

] - Infrastructure
investments in other
modes;

- Quality-price-productivity

-Rai |l hi storijc

TAC in 0/Train.km in 2007
(weighted average)

R2=0.0472
Rail CHARGING
explains only 5% of

rail passenger
absolute growth

% of t.km made by
New Entrants in 2007

R2 = 0.0001

459% of variation
remains to be
explained by other

drivers than
financing, charging

variation (PSOs!). variation ! or market opening.
— L J J
Y Y Y
55% - Rail FINANCING & CHARGING is a 0% - Market opening Which other driver?
PRIMARY DRIVER of rail passenger growth. very much LESS so. No EC data !

CER



Financing & Chargingaccount for 58%of rail Freight

relative growth. Competition for less than 0.001%. CER

The Voice of European Railways

OTHER Drivers ?

Rail FINANCING Rail CHARGING

Difference betw. 0%
Rail Freight . Other factors may
Growth and © L% y =0,0001x - 0,0835 X :

Total Freight e e 005050071 | R? = 0,000009 also drive growth:

Growthin % . R?=0,1008 o - Difference in charging
betw. 2002-2007 . ‘e . o betneen modes:
. o : e, o - Economic growth;

100 200 300 a0 sho 1000} * oo e - e . - . * = Infrastructure
-y : e Sy - . investments in other
wd X o - . 4 modes;
o J=00019¢-0318 | o - e . - Quality-price-productivity
- R?=0,4807 o i: -Rai | historijc
o Financing in 000u/Track.km/Yr - ';'AC in 0/Train.km in 2007710% % of t.km made by
(Year average 2002 - 2006) (weighted average) New Entrants in 2007
Rz = 0.000009 0 iati
R? = 0,4807 R2 = 0.1008 g0 pf vtarlgtlon
Rail FINANCING Rail CHARGING remla'_”s dob € .
explains 48% of rail explains 10% of rail gx_p alneh e
freight relative freight relative f_nvers_ ! anh _
growth variation ! growth variation. A Jle ol LGl i
variation ! or market opening.
— _/ . J J
Y Y Y
58% - Rail FINANCING & CHARGING is a 0% - Market opening Which other driver?
PRIMARY DRIVER of rail freight dynamism. very much LESS so. No EC data !
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Rail financing I s KEY |to

But financing is lacking!
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What should we fight for?
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But rail financing is lacking : 35% of Public Service

Obligations not compensated in EU 10 CER
h f I
. The Voice of European Railways
Average EU10 State Compensation P g
(as % of difference between expenses and ticket revenue)
100%
A A a A
90%
80% 41% state financing 39% 34%
45% shortfall
70% v
\ 4 v
60%
v
50%
40% 66%
59% 61%
0
30% 550
20%
10%
0%
2005 2006 2007 2008
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Rail financing is also lacking, due to poor level of 3
iInvestments in rail infrastructure , compared to road. CER

______
The Voice of European Railways

In EU15, between 1970 and 2005
- road traffic more than tripled

- rail traffic also increased, but NOT as much. WHY?

Rail track VS Motorway length in EU15 since 1970 In 35 years MOTORWAY

400

350

In 35 years,
RAILTRACK length

300

100

Similar growth levels
can be reached by rail
0 ‘ ‘ ‘ ‘ ‘ ‘ ‘ | with similar levels of

1970 1975 1980 1985 1990 1995 2000 2005

e Railway 8- Motorway investments as road.

50 +
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In this context, it is surprising that rail managed to 3

keep up 1 ts modal shar e S i | e
CtEk
aQ
14% i
EEU15
OEU12
12% Lo
11.0%
i 1 t02%
10% | - gge,  939%
° m 1 9.3%
8.6% 8.4%
8% 11 1 2% e
7.1% ] 71% 7.0%
1 65% | 66% | 66% |65% | 66% | 674 | 67% | 65% | 5o | 6ood | OB &2E 669
6% {1 P P e e e
4% {1 P P e e e
2% {1 P P e e e
D% [ | | | | | | | | | | | | | |
o o o 0 © M~ © o) o - o ) <+ 10 © ~
[ (0] [m)] [m)] [m)] [m)] [m)] [m)] o o o o o (o] o o
> > > o > > > > S o o S o o o o
- — — — — — - - d (] (Y] d (] [ ] (Y] o

14 Source: ETIF 2009 CER



Why? In a context of poor financing, rail managed to 3
maintain its modal share through productivity gains . CER

The Voice of European Railways

f in Europe (in 1000s)

Rail freight volu
(in billion ton.km |

400.0

380.0

360.0

300 1

200 A —&— Western Europe
—i- Eastern Europe
100 A

T T T T T
1 2002 2003 2004 2005 2006 ®

éince 2001 \ Labour productivity (milion rail traffic | EU15 )
, . unjts / railway staff)
-é freight v oO,SJ umes In 10 years, labour

grew on average by productivity in EU15
2.2%lyear. /\/’ _ increased by +46% |
-é Modal sh M/ : EU10 R

In 10 years, labour
productivity in EU10

0.30

rail in land transport
picked up from
Q6'8% to 17'6%' / 000 1995 ‘ 1996 ‘ 1997 ‘ 1998 ‘ 1999 ‘ 2000 ‘ 2001 ‘ 2002 ‘ 2003 ‘ 2004 ‘ 2005 ‘ 2006 ' \ increased by +53%

4

Source: ETIF 2006 (Energy and Transport in Figures), Eurostat
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Market opening has started in some countries

according to European Commi LLR
_______
20% The Voice of European Railways
Zero % in Belgium, Bulgaria, Greece, Spain,
Finland, France Ireland, Lithuania, Slovenia
60% - 57.7%
Data missing Sweden, Italy, Portugal,
Czech Republic and Luxemboura
50% - 02006
l 2008
40% -
30% -
20% -
12.0%
: . T 11.1%
10% - 9.0% 9.1%
1.1% 1.8% 2.0%
0% | et — . | | | |
RO HU NL DK LV DE PL AT EE

17 Source: RMMS Communication 2009, SIKA 2009%er



But EC claim that market opening creates growth is N
misleading (and contradicts EC own data) e.g. freight CER

The Voice of European Railways

Commissionclaims: A T h e ma frdightthas fl@ady been opened, a process that has been
associated with I ncr eaBuahamlygstaflmarkeheatry against o r
relative rail freightgrowth (us i ng Co mmi_s s i) showd so corelationdfattcar. line).

Source: European Commission, ETIF & RMMS i Year 2007
180% 2

Growth is also observed in | ~~_uf =L
countries where competition 109 |
Is low. In most of them, 1o0sb |
growth may result from high
rail financing and/or low
access charges.

/| Commi ssionds |c
on 4 countries. But, these
countries also show highest
level of rail financing and/or
lowest access charges.
Are these not the true
causes of growth?

100%

80%0 1

ght Growth and

ight Growth (betw. 2002-2007) in %
ey
(=}

*

% | Fl

! DK/PT
Most underperforming \&E\
countries in freight are also g
underfinanced (esp. on
infrastructure for freight ).

e Flat correlation line

— % of t.km made by
New Entrants in 2007

Low rail financing and high
access charges may
provoke decline, which
competition may accelarate!

> O orrejation pe e alrket ope 0 anda ra 2l0 aro 9 al other 1acto AVE
0 0 e 0 0 e e 0 0 0 s A (
D & s O 0 D P O 0 o e O D €
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In freight , lack of correlation betw. market opening

and volume growth has been apparent since 2006. CER

The Voice of European Railways —
|l n 2006, I n 1 ts reacti|ln2009,the study on « Experiences from |6 s
review of the 1st Railway Package, CER implementing the first EU railway
already reported on the lack of correlation package » by the SIKA institute in Sweden
between the market share of new entrants pointed to the lack of correlation between
in freight and rail freight volume growth, the level of deregulation and the growth of
based on Commi ssi ono§$ |railfreight volumes.

Figure 4.17 shows the correlation between ideal type and change in the number of
tonne km. If ideal type | is included, no correlation is visible in the material. If
this ideal type is excluded, the market with a higher extent of deregulation has a

140% more positive development for rail freight transport than countries with a lower

l 120% ¢ Estonia extent of deregulation.
3
] 100% - S~ - 250
o 4 ~
= 80% /& Spain . RN -
s / 4 o Austria So
[} 60% I e Portugal ~
3 | ¢ Sbvenia o Netheriangs Great Britain & 200 =
3 40% l S
T S Flat
o I izerand — — - S e e ) .
E 20% ll;reeceo A ;?’Enhuam%e o S e Y, Ir_egressmn g . L NI
& S B ine E150 De « Uk
< -13% -10% 5% 1 0% 5% 10% 15% NU’WB}’ZO% _ /Zﬁ/u 30% 35% E * Lt
s -20% + sl
g ‘\Irelanq Slovakia : Poland ~ = - ;_3 E. it + Hu . Po Se
O 4% \ _ Czeth Repubic _ — =~ 5100 pi Be ‘ E
---- 4 Ro 1 8o Dk
-60% H Sk
c
E Lu . Fr
@«
—| Market share of new entrants in 2004 |—> 250
5
Note: source data taken from the European Commission& review of the 1st Railway o
Package (Annex 117 figures 11.3 and 11.4). Market share of New Entrants in 0 i T T
Estonia corrected to correspond to reference period of market growth data 0 1 2 3 4 5 6 7 8

Ideal type

Figure 4.17: Ideal type and change in number of tonne km. 2000-2007
Source: SIKA 2009.
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countries on an equal par with regard to liberalisation

Bi g asymmerildfinamcelg ¢ nd@ NOT p 'y i
CER

The Voice of European Railways

Level of Rail Financing(1) in 000u per track.km per year
(Yearly average over the period 2002 - 2006)

EU25 116 EU25 116 (1) DG TREN « rail finanCing » data
includes:
EU15 186 EU15 186 - money paid by public authorities in
compensation of PSOs, as well as
—— A —— - - state funding of infrastructure
1 | LUXEMBOURG (2) 509 14 | FINLAND 55 operations, maintenance, upgrades,
renewals and new constructions
2 | NETHERLANDS 450 15 | SPAIN (5) 54
3 | BELGIUM 432 16 | HUNGARY (4) 47 (2)  For Luxembourg, figure is blown up,
notably by high investments in
4 | ITALY 260 17 | SLOVAKIA (4) 18 ERTMS.
5> | DENMARK 255 18 | PORTUGAL 15 (3) For Greece, railway funding was
6 | IRELAND 225 19 | CZECH REP. (4) 13 mainly financed by debt, which
remained within the railway system
7 | FRANCE 175 20 | ESTONIA (4) 6 and is now likely to bear on its
8 | UNITED KINGDOM 169 21 | LATVIA (4) 4 development.
9 | GREECE (3) 137 22 | POLAND (4) 4 (4) For CEECs, European
Commi ssioné6s figures
10 | GERMANY e 23 | BULGARIA (4) 2 contributions from Cohesion Funds.
11 | SWEDEN 85 24 | LITHUANIA (4) 1
(5) For Spain, these figures do not
12 | SLOVENIA (4) 75 25 | ROMANIA (4) 0 include investments in the High
13 | AUSTRIA 63 Speed Network!

Source: European Commission, DG TREN 2009 statistics
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countries on an equal par with regard to liberalisation

Asymmet r Aess Ghargingp do NOT p N i
CER
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Level of Track Access Charging in U per train.km
Average for (intercity and regional/local) passenger trains in 2007 (1)

EU25 209 EU25 209 (1) Track access charges levels for
: : 2007 have been derived from a
EU15 1,95 EU15 1,95 linear progression between 2005
levels (based on OECD-ITF 2005
— — — — data) and 2008 levels (based on
1 | FINLAND 0,46 14 | ROMANIA 2,49 OECD-ITF 2008 data).
3 | DENMARK 0,52 16 | LITHUANIA 2,90 access charges had to be
recalculated based on a
4 | CZECH REPUBLIC 0,93 17 | BELGIUM 3,08 « weighted » average between
charges for intercity trains and local
5 | ESTONIA 0,99 18 | HUNGARY 3,27 trains. Assumption was 3/4
6 | SPAIN 1,00 19 | LATVIA 3,45 regional/local trains against 1/4
intercity trains.
7 | POLAND 1,27 20 | SLOVAKIA 3,60
8 | NETHERLANDS 1.40 21 | GERMANY 3,75 (2) Level of track access charges for
Luxembourg, Ireland and Greece
9 | PORTUGAL 1,45 22 | FRANCE 3,77 was not available in OECD-ITF data
10 | BULGARIA 1,55 (2) | LUXEMBOURG n.a.
11 | SLOVENIA 2,12 (2) | IRELAND n.a.
12 | UNITED KINGDOM 2,33 (2) | GREECE n.a.
13 | AUSTRIA 2,44

Sources: OECD - ITF 2005 and OECD - ITF 2008
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Asy mmet r Aeess Ghargingd dntercity trains N
create uOmEugAcaEsso obet ween co CER

The Voice of European Railways

Level of Track Access Charging in U per train.km
Average for INTERCITY passenger trains in 2008

EU25 236 EU25 236 (1) Level of track access charges for
. . Luxembourg, Ireland and Greece
EU15 2,24 EU15 2,24 was not available in OECD-ITF
EU10 2,51 EU10 2,51 reports
1 | DENMARK 0,25 14 | AUSTRIA 2,35
2 | FINLAND 0,80 15 | HUNGARY 2,50
3 | SWEDEN 0,80 16 | ROMANIA 2,50
4 | POLAND 0,95 17 | ITALY 2,90
5 | CZECH REPUBLIC 1,40 18 | BULGARIA 3,50
6 | PORTUGAL 1,40 19 | LATVIA 3,90
7 | SPAIN 1,50 20 | GERMANY 4,00
8 | NETHERLANDS 1,65 21 | LITHUANIA 4,60
9 | ESTONIA 1,75 22 | BELGIUM 6,75
10 | SLOVAKIA 1,80 23 | GREECE (1) n.a.
11 | FRANCE 2,20 24 | IRELAND (1) n.a.
12 | SLOVENIA 2,20 25 | LUXEMBOURG (1) n.a.
13 | UNITED KINGDOM 2,30

Source: OECD i ITF report 2008
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Cost Coverage: Target % of total cost covered by TACs N
(remainder covered by public support) CER

The Voice of European Railways

Source: OECD/ITF 2005
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