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Response to ORR’s first consultation on the financial framework for the 2018 periodic review of Network Rail (PR18)
This pro-forma is available to those that wish to use it to respond to our consultation. Other forms of response (e.g. letter format) are equally welcome. 
Please send your response to pr18@orr.gsi.gov.uk by 13 April 2017. 
	Full name
	

	Job title
	

	Organisation
	

	Email*
	

	Telephone number*
	


*This information will not be published on our website.

	Chapter 1: Network Rail’s business structure and funding
We invite stakeholders to comment on the questions set out at the end of the chapter and/or provide any other comments they consider relevant.

	· Do you have any views on our proposed use of a building block approach to calculate Network Rail’s revenue requirement at route level for CP6?




	Chapter 2: Financial policy issues
We invite stakeholders to comment on the questions set out at the end of the chapter and/or provide any other comments they consider relevant.

	· Have we identified all the important financial issues that need to be addressed in PR18?




	Chapter 3: Enhancement funding, a five year control period, the building block approach, and the cost of capital for CP6
We invite stakeholders to comment on the questions set out at the end of the chapter and/or provide any other comments they consider relevant.

	· Do you have any views on the ways that enhancement projects should be financed/funded in CP6?

· Have we identified all of the possibilities for private sector partnerships and financing/funding arrangements that might arise?

· Which aspects of the financial framework do you think might be relevant to third party/private sector financial participation?

· What do you consider should be done to address cross-border funding/benefit mismatches with respect to enhancements?

· Do you agree with the reasons we have given for the continuation of the five year control period and the building block approach for calculating Network Rail’s revenue requirement?

· Which cost of capital approach do you think should be used for Network Rail in CP6?

· Have we identified all of the issues relevant to the choice of cost of capital approach?




	Chapter 4: Other financial issues for CP6
We invite stakeholders to comment on the questions set out at the end of the chapter and/or provide any other comments they consider relevant.

	· Do you think we should change our approach to the calculation of amortisation allowances in light of:

· Network Rail’s reclassification and the likelihood of a fixed borrowing limit in CP6?

· the possible developments to enhancement financing/funding set out in chapter 3?

· financial sustainability requirements?

· Do you think we should include an ‘early start’ mechanism in the PR18 process?

· Do you consider we should make any changes to our PR13 policies on inflation?

· Do you have any views on the corporation tax and VAT issues we have set out?

· Do you have any views on how we should treat the proceeds from disposals that

· are made in the normal course of business?

· are made in response to the Hendy report?

· Do you think we should make any changes to the treatment of traction electricity, industry costs and rates that we applied at PR13?

· Do you have any views on the use of any outperformance amounts that arise during CP6?

· Do you have any other views on the financial issues set out in this chapter?
· Do you think there are any other financial policy issues we should be considering for CP6?




	Chapter 5: Financial sustainability and risk management under a route level determination
We invite stakeholders to comment on the questions set out at the end of the chapter and/or provide any other comments they consider relevant.

	· Do you think we have identified the important financial risks applicable to Network Rail in CP6 and that the main risk relates to expenditure levels?

· Do you agree with the approaches we have identified for managing expenditure level risks?

· What protocols do you think might be necessary to govern the reallocation of financial resources between routes during CP6?

· Do you think that the level of Network Rail’s debt is a financial sustainability concern?

· Do you consider that any changes will be needed to financial licence conditions or re-opener provisions?




	Chapter 6: Financial incentives for CP6
We invite stakeholders to comment on the questions set out at the end of the chapter and/or provide any other comments they consider relevant.

	· Should we retain the RAB roll forward incentive mechanism for CP6 – could it be improved?

· Could we develop incentives linked to Network Rail’s route scorecards?

· Should we develop the spend to save mechanism for CP6?

· Are there any other financial incentives you think we should consider?




	Chapter 7: Financial performance assessment for CP6
We invite stakeholders to comment on the questions set out at the end of the chapter and/or provide any other comments they consider relevant.

	· Have we identified the key limitations and possible improvements for financial performance assessment in CP6?

· If the RAB roll forward incentive mechanism is retained, should we continue to apply the 25% adjustment to FPM?

· Have we identified the key principles that should apply to the assessment of Network Rail’s financial performance?

· Should financial performance measures be treated as a regulated outputs or indicators in CP6?

· Should we introduce mechanisms to update efficiency assumptions during the control period?

· How could we develop our FPM reporting to reflect our move to route level regulation?
· Would it be helpful to provide more context for Network Rail’s financial performance in our annual reporting, by comparing the performance of the wider railway industry to the assumptions in the governments’ SOFAs?
Are there any other approaches we should consider so that we can effectively assess Network Rail’s financial performance and hold it to account?



	Any other points that you would like to make




Thank you for taking the time to respond.
