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i C Long Distance Diesel B G. Very High Speed Electric

W D. Shorter Distance Electric
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Billion Tonnes Km
2006 | 2019 | 2030 | Average annual growth
2006 to 2030
Solid Fuels 8 6 5 -2%
Construction 4 4 5 1%
Metals & Ore 3 3 3 0%
Ports: Intermodal 4 10 17 6%
Domestic: Intermodal | 1 6 12 11%
Other 3 3 3 0%
Total 22 32 45 3%
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Vision and goals

Our vision: we are becoming the world’s leading mobility and logistics company

Sustainable business success and social acceptance

© 0
!
Dimension Economic ‘ ‘
Profitable market leader
As a profitable market leader, we offer

our customers first-class mobility and
logistics solutions

O customer @ Profitable (¢}
Strategic and quality growth
direction
Customer satisfaction Profitability
Product quality Market position
Top goals Innovation Financial stability
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Selection top targets ) 2012 2013 2020
Profitability - ROCE (%) 83 6.8 =10
Market position - revenue (€ billion) 39.3 39.1 70
Financial stability - redemption coverage (%) 221 20.5 =30
Employee satisfaction - index 2} 3.6 = 4.0
Employer attractiveness - rank 3} 31 22 =10
Noise reduction - track kilometers noise
remediated in total (km) 4.5) 1,200 1,300 2,000
Noise reduction - share of freight cars
refitted with whisper brakes (%) 47 8.9 10.7 100

2

3

4)

5

Not presented: customer satisfaction (not yet available for all business units),
product quality (target value currently stillunder revision), innovation activities
(deferred ), demographic preparedness (includes proportion of women, health
status and coverage of external staffing needs; not yet available in a standardized
form in the Group), reduction in specific COz emissions (values for 2013 are not
yet available) as well as material and resource efficiency (structuring not yet
completed).

On ascale from1 (“completely disagree™ ) to 5 (“agree completely™ ). Because no
survey was conducted in the year under review, the proxy indicator “follow-up
workshop implementation rate” (97.9 %) is used.

See page129.

The goal of cutting noise by half by 2020 for the entire rail transport sectorin
Germany is included in DB Group key figures presented.

Values are rounded.
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5% 0O German reunification investment

W Special funds for HSL
investment

B Payments for capital invesiment

m Debt senice and restructuring

@ Staff and pensions

W Infrastructure maintenance and

operations

O Freight / combined trans port

W PS50 passenger senices

15%
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Figure 1. National Investment in Rail Infrastructure, Selected Countries, 2008
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Gross investment spending in rail infrastructure, in euros at current prices

Rail infrastructure gross investment spending (in million Euros at current prices)
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Maintenance expenditures spending in rail infrastructure, in euros at current prices

Maintenance expenditures in rail infrastructure (in million Euros at current prices)
4000

3500 -
3000
2500 -

2000 -

1500 -
1000
500

[
1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

—+—France —s—Germany —a—GreatBritain  —=—The Netherlands ——5S5weden —e—Switzerland

Note: plot based on OECD, ITF data

)



25 50 )18 i Syge S DSz Ly 5 o sk 4 il gl )9aS azog aslsl o

to b1 -Y
sl cdled 5 (dgo o ail )byl lae sl IS 51 (0S5 Ojg0 4 j9iS (pl b Caio a0y
0391 pj g 4 VIV-VY Jlo jo g0 hSeS g o aje ‘J.AT)Q PRI W E R e

INDUSTRY INCOME, EXPENDITURE AND
GOVERNMENT FUNDING APRIL 2012 - MARCH 2013
NETWORK @(- COther income £0. Gbn)
S I—
‘ £4.0bn RAIL _’ﬂ
Network Grant
£2.7bn
GOVERNMENT ~ £2.0bn e Total Costs
( l Sther charges sl F6.0bn
£1.9bn £7.5bn
Franchise Receipts Financing
l ;)ﬁ TRAIN Costs
< || OPERATORS f:.’aies.:g:'..'m
£7.9bn
Franchise Payments
Passenger £2.3bn Total Costs /;"

Staff Costs
£1.5bn BADEd Ty

Rolling Stock
Charges

£2.5bn

Other Costs

Income

£0.7bn

Other
Income

e cost of running Britain's railways was £12.3bn in 2012-13, a real terms increase of 2.1% co!
to 2011-12 and a real terms increase of 0.1% compared to 2010-11. After adjusting for passenge
industry expenditure increased very marginally from 2011-12 (up 0.2%), but decreased

: . since 2010-11 (down by 6.2%). d
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Financial Central Passenger Transport Executive Direct rail
Government

year grants (PTE) grants support
1985/86 849 78 0
1986/87 755 70 0
1987/88 796 68 0
1988/89 551 70 0
1989/90 479 84 0
1990/91 637 115 0
1991/92 902 120 0
1992/93 1,194 107 0
1993/94 926 166 0
1994/95 1,815 346 0
1995/96 1,712 362 0
1996/97° 1,809 291 0
1997/98 1,429 375 0
1998/99 1,196 337 0
1999/00 1,031 312 0

\RJ

Other Government
support

61

22

-251

-175

232

440

562

870

535

-464

-1,643

-1,044

25

53

75

£ Million

Freight
grants

15

29

29

23
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2000/01 847 283 0 84 1,214 1,616 36
2001/02 731 306 684 105 1,826 2,366 57
2002/03 935 304 1,166 183 2,588 3,276 49
2003/04 1,359 414 1,670 179 3,622 4,498 32
2004/05 878 389 2,370 154 3,791 4,582 26
2005/06 879 332 3,367 24 4,602 5,462 23
2006/07 1,456 313 4,463 76 6,308 7,278 30
2007/08 1,123 310 3,673 187 5,293 5,957 18
2008/09" 237 317 4,266 356 5,176 5,667 21
2009/10"® 450 316 3,564 38 4,368 4,653 20
2010/11® 51 207 3,492 345 3,993 4,146 20
2011/12"® 131 214 3,745 708 4,536 4,604 17
2012/13 -420 164 3,780 1,536 5,060 5,060 17
Government support to the rail industry r 8o

£ billion 2012/13 prices

%E
g 8

1987/88
1988/89
1986/90
1590/91
1991/92
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1993/94
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1595/96
1996/97
1997/98
1996/99
1996/00
2000/01
2001/02
2002/03
2003/04
2004/05
2005/06
2008/07
2007/08
2008/08
200810
2010/11
2011712
201213
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Government expenditure on transport

Breakdown of public sector expenditure on transport in the UK by mode in 2010/11
(Tables TSGB0117 to TSGB0120)

Other Transport
4%

National Roads
16%

Railways
33% £7,606million

Local Roads
25%

Local Public Transport
1
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Other National Roads

Transport 159%
8%

Total !:)Uhhc Local Roads
expenditure on 26%
transport in

2013/2014 was at
£20.2 billion.
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2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13

Track and Signalling 106 8 2 -4 0 1 3
Rolling Stock 326 400 345 423 274 369 352
Stations 155 78 28 12 28 33 35

Other Investment 156 79 79 29 74 929 80
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Private investment in the rail industry — chart
Great Britain data 2008-09 to 2013-14
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Infrastructure investment Rail Euro, 1995 - 2011

France 2011

5 148 160 000 _-~
5.0G Euro

245G /.
—
4.0G
e
3.5G
2.0G - o
Sm————
/‘ \.——-/.
255G \
o
1996 1998 2000 2002 2004 2006 2008 2010
199s 1996 1997 1998 1999 2000
France 2 962 839 589 3 024 174 844 2 879 043 723 2 891 270 600 2 954 750 000 2 443 638 000
2001 2002 2003 2004 2005 2006

3 044 642 000 = 633 564000 32680498000 4117 816 000 4 214 080 000 4 505 000 00O

2007 2008 2009 2010

5119422000 5046915694 4914813171 S 148 160 000

Note : Plot based on OECD

Infrastructure maintenance Rail Euro, 1955 - 2011

France 2011

8 3 804 000 000 =
Euro
-/
3.6G
—
3.4G -’
/.
3.2G -’
3.0G
Y,

2.8G
256G ——— e *

~\./

1996 1998 2000 2002 200a 2006 2008 2010
1995 1996 1997 1998 1999 2000 2001
France 2 561 143 490 530 653 686 2 621 665 749 2616 787 381 2 641 800 000 2913 500 000
2002 2003 2004 200s 2006 2007

3411 200000 =591 700000 3 567 900000 = 225000000 3 376 500 000 = 672 000 000

2008 2009 2010

3 730 000 000 =3 770 000 OO0 3 804 000 00O

Note : Plot based on OECD
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15,551 15.172 18.657 16.648 15.956 14.643 14.077 13.749 13.779 13.966 14.007

0.3978 0.377 0392 0384 0378 0378 0.302 0.316 0.316 0.25 0.226

41 42.569 70.514 42.102 42.846 40.138 40.324 39.882 34.439 34.478 30.225

1991 10.863 10.608 10.731 12.143 10.135 9.492 9987 8.781 7.266 7.226

6.4 2.698 8.309 29 2705 1091 1.081 1.085 0.552 1.088 1.089

85 74 129 79 75.2 68.2 67 65.6 59.5 57.7
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205 145 211 213 215 21.0 210 232 242 258

0.5 0.5 0.3 0.5 0.5 0.6 0.5 0.5 0.5 0.4

48.2 575 547 533 571 589 60.2 608 579 59.8 557

234 147 82 136 162 149 142 152 148 126 133

7.5 3.6 6.4 3.7 3.6 1.6 1.6 1.7 0.9 1.9
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Railway Budget
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2014
Accounts Safety and | Railroad Current Rail Service | Railroad Research, | Total
Operations | Research and | Passenger | Improvement | Development
Development | Rail Program and Technology
Service
Budget 1845 353 2700 3660 54 8 6634.5
2013
Accounts Safety and | Railroad Network System Total
Operations | Research and | Developm | Preservation
Development | ent and renewal
Budget 196 36 1000 1546 2698
2012
Accounts Offsetting Safety and | Railroad Network System Total
Collection Operations | Research and | Developm | Preservation
Development | ent and renewal
Budget 80 223 40 4000 4046 8309
2011
Accounts Offsetting Railroad Amtrak Railroad Network Total
Collection safety Research and | Developm
Development | ent
Budget 50 50 1637 40 1000 2880
2010
Accounts Service & | High Speed | Amirak Railroad Total
Operation Research and
Development
Budget 169 1000 1502 34 2705
2009
Accounts Safety & | Amtrak Program Railroad Total
Operation imitiative Research and
Development
Budget 154 900 5 32 1.086
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2008
Accounts Safety & | Amtrak Railroad Total
Operation Research and
Development
Budget 148 200 32 1.081
2007
Accounts Safety & | Amtrak Railroad Total
Operation Research and
Development
Budget 151 900 35 1.085
2006
Accounts Safety & | Amtrak Railroad Total
Operation Research and
Development
Budget 146 360 46 552
2005
Accounts | Safety & | Amtrak Railroad High Total
Operation Research and | Speed
Development
Budget 140 200 36 10 1088
2004
Accounts | Safety & | Amtrak Railroad High Total
Operation Research and | Speed
Development
Budget 131 900 35 23 1089
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Note: 2010 figures are estimates.
Sowrce: Turkish Railways.
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Sources: Turkish Under-seeretariat of the Treasury, IMF,
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Three institutional models of railways in Europe

Complete separation
(the Swedish model)

Holding company
(the German model)

Separation of key powers
(the French model)

Britain
Finland
Denmark
Lithuania
Netherlands
Norway
Spain
Portugal
Slovakia
Sweden

Austria
Belgium
Germany
Italy
Latvia
Poland
Greece

Czech Republic
Estonia
Hungary
Slovenia
Luxembourg

Note: Ireland and Northern Ireland remain vertically integrated

Source: CEC, 2006, and Nash, 2008
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Department for Transport
(setting of national strategy for railways)

direct arrangements on
performance and capacity

Office of Rail Regulation (ORR)

franchise
contracts . .
for price regulation
transport for rail infrastructure
services

Network Rail
(infrastructure operator)

joint working at local
level

charging of
infrastructural use

Rail operators
(franchisees for transport services)

Source: SCI Verkehr GmbH. 2005
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e NGO

Industry 3 Association of German Transport Operators (VDV) | Lobby group of passenger rail, rail freight and road
passenger transport operators
Association fiir Competition in the Rail Sector Lobby group of the main competitors of Deutsche
(Club of DB-competitors)) Bahn AG, main activities in passenger rail transport
German Railway Industry Association VDB rail vehicles and equipment producers’ lobby
user 4 Consumers Union consumer organisation, in the rail sector mainly

focussed on passenger rights

Transport-Club Germany

founded as an alternative to traditional clubs of
carusers, supports generally evironmentally friendly
transport, main activities in the rail sector concern
passenger rights, user-friendly fare-systems and the
reform of the legal framework in the German rail

Rail Passengers’ Assiciation

Association of German Rail Clients

Trade union 3 German Rail Workers’ Union biggest and most important union in the rail sector,
in the actual political discussions they vote for the
integration of the DB Group but against selling parts
of it at the stock market

Union of Locomotive Drivers
Transport-Union 80%-90% of the railway workers is union member
Enviromental |1 Association for Protection of Environment and pro environmental friendly transport, against new
Natyre High-Speed-Lines
Other 1 Allianz pro Schiene Membership organisation promoting the

environment by promoting railways
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Development of competition in individual segments
Market share in %

B Competitors
I Deutsche BahnAG

Freight transport

Long-distance passenger transport
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Organizational structure DB Group

Deutsche Bahn Group
Compliance, Privacy, .
CEO and Chairman CFO Legal Affairs and Personnel - Technt.zlogy Infrastructure
: and Services
Group Security
DB Mobility Logistics sub-group Business units
DB Netze Track
Compliance, Privacy, DB Netze Stations
CEO and Chairman CFO Legal Affairs and Personnel
Group Security DB Netze Energy
Transport and Rail Technology
PassengetTransport Logistics and Services

Group functions

[ I

Service fi

unctions

Business units

DB Bahn Long-Distance

DB Schenker Rail

DB Services

DB Bahn Regional

DB Schenker Logistics

DB Arriva

DBAG , ol cas
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DB Netz Track AG bt g o s collig e 388 4 S~ Leth o Line Operated :33,295 Km
Wsd2| Railway Bridges ;24,982
DUSS GmbH -G glell e o oy g o Jlae Y6 Copon Sl Tunnels 2695

3 fit Sty o i sl || 7] Crogsing - 13,890

. b of 6300 041 |nferlocking :3256

DBRafrueglnste Gt | bl col el ydy Sonalyed i o itk and Crossing 69,400
vy

DB RegioNetz e kil g b Joion
Infrastruktur GmbH
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DB Station & Service AG gl & by e e 5 Lalil U] TTAIN StOp per day : About 400,000
Stations :5,373
Mobility Assitance and Service Provided :
550,000 Per Year
Lost and Find ltems Per Year :250,000
Platform Surface Area : About 6,000,000 M2
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Traction Current Grid : 7,888 KN
ol slo o854 Power Convertor and Transformer Stations : 53
Rectifiiers ; 113GAs Station :194
Mean Voltage Networks Woth Transformers :188
Train Preheating Plants : 302
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ICE trains: 253 (59 ICE 1, 44 ICE 2, 67 ICE T, 19 ICE TD and 64 ICE 3)
Locomotives: 266 ,Passenger cars: 1,854

Seats: 204,524 (43,523 in 1st class and 161,001 in 2nd class)

Trains per day: 1,351

ol sl o5
DB Fernverkehr AG adlia, el s g (Ao (5 pilie gliung s
DB AutoZug GmbH 3 Sylt Shuttle g all glajlhad g L) 5990 Su e
Wangerooge island rail
DB Bahn Regional-DB ML AG 4,5 ¢ v (claasls
S5 YEVAY & iy olows 9,9 S,k AA s alIls el il s cJlad 059>
-Locomotives: 1,039 (884 electric locomotives and 155 diesel locomotives)
Multiple units: 3,654 (1,587 S-Bahn (metro) trains, 1,433 diesel multiple units
and 634 electric multiple units)
Power cars: 9,899 —Passenger cars: 4,076 —Seats: 990,512
(73,418 in 1st class and 917,094 in 2nd class)
Trains per day: 23,770 —Buses: 13,696
>.Lo| 6[.@ J).w
DB regio AG byl Jslo g ile J&5 oo
DB Arriva-DB ML AG o485 (¢ o5 (cloas,
S5 FEVAA i p olaws 9590 9,Lbe TV aslIle .x.oT)o Solo s codlsd 059>
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OB st
—Buses: 16,128 —Multiple units: 711 (60 $-Bahn (metro) trains, 445 diesel multiple
units, 44 trams and 162 electric multiple units)

—Power cars: 1,931 —Locomotives: 19 —Passenger cars: 96
—Seats: 119,123 (3,494 in 1st class and 115,629 in 2nd class)

ol sl oS
DB Arriva AG o] Jliai g U clnlSons] (o ilonns J5 ¢ Jor
DB Schenker Logistics -DB ML AG o4,5 (¢, ¢lausls
FFN t iy ol 03 bl VEA il selye iy Jom g St : Colad 035>
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—DB Schenker Legistics is a leading global legistics services provider

—Market positions: Mo. 1 in European land transport, No. 2 in global air freight, No.
3 in global ocean freight, No. 5 in global contract logistics

ol sl oS s

DB Schenker Logistics AG J Fr PSP SIS U PR

DB Schenker Rail-DB ML AG 4,5 ¢ s slausls

S YAYO : iy olass 503 Sk FA il welps L J&i 5 Joor s collad o35>
OB b
—Locomotives: 3,067 (1,284 electric locomotives and 1,783 diesel locomotives)

—Cars: 81,930 —thereof own rolling stock: 83,574 (16,869 covered cars, 27,873
open cars, 37,639 flat cars, 1,193 container cars)

—Load 5,514 thousand t—Trains per day: 4,891
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DB Services-DB ML AG 5,5 ¢ x5 slau>ls
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Operational business relationships in DB Group

DB Services
o |TServices © Telematics o Facility management o Vehicle maintenance o Fleetservice o Security © Vehicle cleaning

! ! !

DB Bahn Long-Distance,
DB Bahn Sales DB Bahn Regional, DB Arriva DB Netze Projects
o Ticket sales o o0 Business trips - o Project planning and management
o Employee trips

DB Netze Track
o Train-path utilization  © Facility utilization
DB Netze Stations
o Station utilization

DB Schenker Rail, DB Schenker Logistics
o Constructional transports and logistics e
o Other transport and logistics services
DB Netze Energy
o Tractioncurrent o Stationaryenergy © Diesel

DB Group-wide labor market

<«—— Fundamental DB intra-Group relationships.
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DB Group's internal business relationships from Group and service functions

Deutsche Bahn AG
Service functions Group functions
o Purchase o Corporate development
> o G Real Estate M, o Communication
o DB jobService © Technology
Q.. o ..
E
DB Mobility Logistics AG [
Group functions - ‘
4 Service functions i Business units Infrastructure
2 Persannel recrultment i 2y o D8 Netze Track
Groun thatketing B Tra 5 o DA Netze Stations
) H © D8 Netze Energy
Business units DB ML Group
DB Bahn Long-Distance B Bahn R [ [ henker Rail
DB Schenke i
4—— Group functions that are not directly attributable and not offset.
<—— Service functions that can be assigned and charged due to direct business relationship.
oslel ggi 3l g s slaasly bLs )|
Group financing
Money market Capital market
Market interest
Market interest DB Finance
Market interest
v
Deutsche Bahn AG
Market interest + credit surcharge Market interest
DB ML Group
DB Mobility Logistics AG Infrastructure
Market interest + credit surcharge » o DB Netze Track
B o DB Netze Stations
o DB Bahn Long-Distance <+ o DB Netze Energy
i +— 5
8 DeBahn Reglonal e 3 o DB Netze Projects
o DB Arriva €=
o DB Schenker Rail <+
o DB Schenker Logistics s
o DB Services <+
o DB Bahn Sales €55
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Profit and loss transfer and domination agreements

Federal Republic of Germany (owner)

Dividend

Deutsche Bahn AG
A4

DB Mobhility Logistics AG A—| Infrastructure

1 Eprres g P— o DB Netze Track

P o DB Netze Stations
[A— o DB Bahn Long-Distance D S it o DB Netze Energy
rae—gy o DB Bahn Regional Sty et G- o DB Netze Projects
E_3 O DB Arriva <+
(] o DB Schenker Rail se=c)
= o DB Schenker Logistics b
—] o DB Services Do TR
) o DB Bahn Sales b

<« Transferring profits and capital measures.
== Tax group; integration into the profit and loss transfer agreements of
DB AG with automatic transfer of profits and compensation of losses.
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RCHNT JOUS IV (194

Chemin de fer Francais

RFF

EPIC | SNCF Groupe @ EPIC
SNCF Infra / SNCF SNCF \ SNCF Geodis [| Gares et connexions
‘ Proximite Voyages ‘
i R -] nsport de merchandiseg Gestionnaire des
H'VJI'E public urbain, Transport de gares.
périurbain, et voyageurs longue .
Station

\.manager_“

A

RESEAU FERRE DE FRANCE

oS Sy yo anilp oy JB 5 Jo> pias

FRENCHRAILWAY SYSTEMAT A GLANCE

Operators
N, SNCFPROXIMITES
Y sNervovaGES

FRET

Other operating Companies

N
EURO CARGO RAIL
S—

o

Safety body
epsfy

Regulatory body
ARAF

Stations management

Gares&
connexions
Infrastructure
. _;“‘“ Maintenance contract
SNCF/ N'fm M

£ CIRCULATION FERROVIAIRE M

\ a4

Payments
for paths

Infrastructure Manager

RESEAU FERRE DE FRANCE
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SOME OF THE ACTORS OF THE SYSTEM

'

CIRCULATION FERROVIAIRE SNCEJ N fra

‘

RO

epsty =

RESEAU FERRE DE FRANCE "oy
RF.F. E.PSF. ARAF ~ DCF
Réseau Ferré de France Etablissement Public de Autorité de Régulation Dlrectlo; delaCirculation SNCF Infrastructure
Shcuritberroviaiey des Activités Ferroviaires erroviaire

- Maintains the
network

- Created in 1997 - Created in march 2006 Jll- Created by law in
December 2009

- DCF still belongs to
SNCF, however has
some kind of an
independent status

- Owns the network - European directive
2004/49 - Regulatory body for
- Took over €20 .4b of e nalvay; socor
historical SNCF - Monitors safety issues

- Manages
investment works on
- Its director is named behalf of RFF

directly by the

debt (SNCF on the national railway - Should be in place

retained €7b) network before the end of 2010 il 9ovemment

- A maintenance
contract is signed
between SNCF and
RFF since 2007

- DCF works for RFF
and is responsible for
Traffic Control

- A performance
contract was
signed with the
State in November
2008
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Source: Authors, compiled from various official documents, including Sétra (2009), using a framework by
Merkert et al (2008)
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GROUPE SNCF

I 1
SNCF SNCF GARES &
PROXIMITES VOYAGES CONNEXIONS

SNCF VOYAGES

Parent company Subsidiaries
Parent PR Parent .
Subsidiaries
I3 Eurostar Thalys
1 Westbahn Alleo
S {
& Elipsos NTV
—_— Auto-Train
Luxembourg-Basel
Special trains
voyages-sncf.com
s CRM Services
Rail Europe
8 Avancial
Rail Solutions
W Parent tdiark
Divisions company Subsidiaries
-
GARES &
CONNEXIONS
o —

Parent company Subsidiaries
Management and
development of
French train
stations

Naviland Cargo
Rail freight and multimodal Captrain  VFLI
transport Lorry Rail
Akiem
e

AREP Group

A2C Group
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.Summary of current ownership situation of incumbents in the case countries

IM Passenger sector | Freight sector
France (SNCF) State owned State owned . State owned
Germany (DB) State owned State owned State owned
Great Britain (BR) Sold to other parties Sold to other parties Sold to other parties
The Netherlands (NVS) State owned State owned Sold to other parties
Sweden (SJ) State owned State owned State owned
Switzerland (SBB) State owned . State owned | State owned
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Summary of provisions for access to the French rail market

Passenger services No access for external operators

Freight services Open since 2003 but effective in 2006

Source: Compiled by authors, Quinet (2005), SETRA (2009), Quinet (2010)
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CRF (Camité de regulacion ferroviaria)

Statut indépendant, régulation.
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Ministére des travaux public
Ministerio de Formento

Ministére des
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La RENFE

Gestionnaire infrastructure
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wanSPOrt de passagers.

Ministére des transports ‘

Réseau général | Les comm ités aut
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Concen-

trated

+ Asset own-
ership and
operation
integrated
in MOR

Decentralization to Regional competition model Discussion on MOR reform

regional bureaus + New proposal fo allocate assets + Some discussions on MOR's

* Asset ownership and and operations to regional reform, e.g. split between
operation decen- bureaus, and encourage cross- regulator and operator, merge
tralized to regional region competition into Ministry of Transportation,
bureaus + Denied by State Council, which decentralization fo regional

+ Recentralized in wanted to concentrate resources bureaus
1992 due to safety fo support aggressive railway +» All voices quieted due to an
issues expansion plan accident last July

[
Until 1986

s ) °
Until 1992 1998 2003  Since 2005 Since 2011 May 21, 2012>

| ! |

Split between infrastructure and railways piloted Open up to other Latest rumor

+ Aproposal to split MOR into 1 infras. operator, 5-7 PAX, investors + Limited rumor that govern-
2-3 cargo and 2-3 specialized (e.g. cold-chain) railways <+ Opened up to other ment would push sepa-

» Founded some PAX railways as a pilot, but severe partners to support ration between infra-
internal conflicts with infrastructure operators MOR's financing structure and frain opera-

+ Reintegration of infras. and train operators in 2002, as needs tor (separation of requlator
State Council believed it hurt efficiency + Operation still highly and railway preferred)

controlled by MOR
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Chinese government

Is part of government

A

Ministry of Railway

(MOR)

Are part of MOR « Invests in infrastruciure
* Procures and allocates Loco and
PAX cars .
Iz share-
Regional bureaus of MOR « Oversee JV and ! holder <
regianal railways ] .
+ Procure cargo wagons « Collect and allocate * Regulates industry
+ Own and operate revenue (inter- * Supervizes (safety, senvice
infrastructure and trains in netwaork) qualtyete)
corresponding region - Share network » Executes planning and
' scheduling of trains
+ » Manages conflicts between

Regional railways

« Typically founded and owned
by local governments

+ Invest in infrastructure and
trains

« Own and operate
infrastructure and trains

<

b Joint venture railways

= Typically founded and owned by
MOR, local governments and
other partners

s Iwvest in infrastructures and trains

« Own and operate infrastructure
and trains

entities

» Seis senice prices for shippers
and passengers

= Sets inter-charge policy between
players

Ol oo ) 0 A ez o2l ol 0 )b g s 8lee BESL 5l g,l8 5 0000 5 c L cuSIle o

Regional
_ MOR JV railroads
Infrastructure
ownership Route length 48% 91,178 km
[2010]
Passenger 961 bn pkm
0.1%
Operation
[2011]
Cargo 93.8% 2,947 bn tkm
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Share in overall tkm
i e e —— o
(1566) (1725) (1929) (2o73) (2195) (2380) (2511) (2524) (2764)  (2947)
Regional  0-4% 0.4% 0.5% 0.5% 0.5% 0.6% 0.6% 0.5% 0.4% 0.5%

companies 3
JVS—/

MOR 97.2% 95.5% ¥ 09.6%

2002 2003 2004 2005 2008 2007 2008 2009 2010 2011
4 Traffic in tiom bn
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Share in overall pkm

(497 (are) (srt) (eos) (esz) (rz) (r8) (re) (ew) (961)
Regional 0.1% 0.1% 0.1% 0.1% 0.1% D.1% 0.1% 0.1% 0.1% 0.1%

Companies
Vs

MOR 6.2% 5. 6% 99.5%

2002 2003 2004 2008 2006 2007 2008 2009 2mo 2011

—
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Tkm bn
8,000 7242 Total
! 5 893 6,618 cargo
6,000 5288 508 o traffic
' 4231 4664
3810 :
4,000 {2008 3,215 2 754 2947 Rail
1566 1,725 1629 2,073 2,185 2,380 2,511 2,524 . cargo
2,000 i ! = traffic
o
Share of tkm across modes
2% 2% 2% 3% 4% 4% 4% 4% 4%, 4% Other
26% 24% |:23%:| IZZZ%:‘ ’:229{::‘ ZE‘N:ZI 2‘2%:| FQS%:‘ FES%:‘ !:23%:‘ Road
20%, Inland
19% - 24% 26% 28% 20% 31% 319 32% 33% | waterways/

Sea

Cans a o .
54% 51% 49% 47% 45% 449, 439 420 419% Rail

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
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Pkm bn
4,000 ~ 3314 Total
3,000 2,095 tprgfns;enger
2,000 11413 1381 .
1,000 { 407 479 571 806 662 722 778 788 878 %61 ;t:sllsenger
traffic
]
Share of pkm across modes
9% 9% 11% 12% 12% 13% 12% 14% 165% 16% | Air
st a6% 4% =EE e 53% 54% 54% 56% 56% | Road

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
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4 inspection

> investigating

® enforcement
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Department for Transport & Transport for Scotland

Specty and fund rall services in England\Yales and Scotiand respectively

Work togethor

Funding Network grant
Revenuo from Office of Rail Regulation
PAsSANYers 4nd
froght veens Reguiaion monopoly and health & salety
(ndependont of Governmant)
TOCs & FOCs Network Rail

Train Operatng Companies (TOCs) Operates, maintans and
Fronght Operating Companios (FOCa) ronews the radway
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