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Foreword 
We have come to the end of an important year for the Office of Rail Regulation (ORR). 
This has been a year of challenges and change: challenge in holding Network Rail to 
account for performance, delivery and efficiency; and change because ORR has been 
preparing to take on two major new functions – monitoring the strategic road network and 
the regulation of the UK end of the Channel Tunnel. 

The year began with overseeing the start of a £38 billion enhancements, renewals and 
maintenance programme for the railways and ended with ORR taking on new functions as 
the joint economic regulator for the Channel Tunnel and the monitor for the strategic road 
network in England, also reflected in our new operating name of the Office of Rail and 
Road (ORR). Both of these are welcome developments and recognition of the depth and 
quality of the regulatory expertise we have to offer. 

We are proud of ORR’s contribution to an improving railway safety record. Over 80% of 
our stakeholders believe we are an effective health and safety regulator. Our inspectors 
have played a big part in making Britain’s railways one of the safest in Europe. However, 
they would be the first to counsel caution as this can quickly change. The emerging risks 
from the rapid growth in passenger numbers and ambitious enhancements programme 
need close and continuous attention. Overall we have put the experience of rail users at 
the heart of the way we regulate, and are determined to build on the progress made this 
year to ensure that the needs and expectations of rail users are well understood and are 
centre stage in the development of our railways. Similarly we are putting road users at the 
heart of the way we develop our role in monitoring England’s strategic road network. 

In April 2014, Network Rail embarked on a significant programme to deliver plans for a 
safer, higher performing and more efficient railway between 2014 and 2019. Network Rail 
accepted the stretching targets in the programme. At the end of year 1 of the programme, 
Network Rail has made good progress in reducing safety risk by implementing new 
technology and better systems, and has delivered good performance for the freight sector. 
However, it has delivered less work than it planned to do, in both maintaining and 
renewing the network. Network Rail has also fallen short of many day-to-day performance 
measures and faced challenges on its enhancement programme. 

ORR wants to see a railway that is run in the interests of its customers, both passengers 
and freight. Passengers meet over 60% of the annual running costs of UK railways and 
rightly expect value for money and good service. This year, we have agreed a code of 
practice on providing ticket purchasing information for customers and been instrumental in 
an industry action plan for providing better information during service disruptions. ORR has 
set up a freight customer panel in addition to its consumer panel. We continued to work 
with the rail industry and passenger groups to provide richer more accessible data by 
exploring new technologies and using social media and information graphics. We are 
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agreeing sstandards for more eeffective paassenger ccomplaints handling, and impro ving 
services for disabledd people. 

We have wworked witth our Euroopean parttners to inffluence EUU policy prooposals towwards 
open markets, comppetition andd inter-opeerability ac ross the CContinent inn a way thaat is 
beneficial for the UKK. Our hea lth and saffety model has been adopted bby the Euroopean rail 
agency ovverseeing ssafety andd our modeel for joint teeams with the Frencch regulato r on 
Channel TTunnel reggulation is tthe first of its kind in Europe.  

The skills , capabilityy and engaagement off our peoplle are funddamental too the effecttiveness 
of our reg ulation. Thhe annual bbenchmarkking study across thee civil serviice shows that we 
have madde substan tial and suustained immprovemennts in a nummber of areeas. We reecorded 
the highesst score in the civil seervice for ccommitmennt to our wwork and goot close to our target 
of being inn the top 225% for enggagement.. We are foortunate to have suchh dedicatedd 
colleaguees and we aare confideent that wee can meett our challeenges and continue t o develop 
and deliveer excellennce in regu lation for the benefit of the UK economy and publicc. 

This docuument givess a flavourr of what o ur progres s as a reguulator meaans for a beetter 
railway annd road ne twork, in thhe interest s of their uusers and ttaxpayers; and how wwe have 
gone abo ut it. We a re in a goood position to addresss the channges and c hallenges we 
anticipatee for 2015-116 and beyyond.  

Anna Waalker      Ricchard Pricce  
Chair     Chhief Executtive and  Acccounting  OOfficer  
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Strategic objective 1: Drive for a safer railway  
ORR is the health and safety regulator for all of Britain’s rail industry. In our annual health 
and safety report for 2013-14, published in July 2014, we recognise that Britain’s mainline 
railway continues to rank among the safest in Europe, particularly as passenger numbers 
continue to rise: up 6.7% to 429.8 million passenger journeys in Q3 2014-15 compared to 
Q3 2013-14. Our work this year shows that there needs to be improvement in the 
management of safety by companies to both sustain this position and reduce the number 
of adverse events. We will therefore continue to press the rail industry to achieve this and 
to meet the challenge of the anticipated continued growth in use of the railways. 

While there were no train accident-caused passenger fatalities in 2014-15, and no 
passenger train derailments for the second year running, past performance is not 
necessarily a good indicator of future performance. ORR and the industry cannot become 
complacent, especially in a low frequency and high consequence sector such as railways. 
Over recent years serious train accidents in Britain have become much less frequent – the 
last incident involving a fatality to a passenger was at Grayrigg in 2007. The risk of 
passengers coming to harm on the rail network due to accidents were reduced further (by 
12.8%) between the end of February 2014 and February 2015. However, as we saw in 
the tragic railway incidents across Europe and Canada in the summer of 2013, their 
consequences are extremely serious. Regrettably there were ten fatalities at level 
crossings, and four workforce fatalities in 2014-15. This indicates that management of 
safety risks can and must improve further in order to achieve our health and safety vision 
of zero workforce and industry-caused passenger fatalities, with an ever-decreasing 
overall safety risk. We cannot lower our guard. 

In 2012 we published our strategy for regulation of health and safety risk. Since 
publication we have adopted a rolling programme of review and identified the need to add 
additional key areas of risk. In 2014-15 we revised and republished the following chapters: 

  � Management of change 

 � Infrastructure asset safety 

 � Workforce safety programme 

  � Occupational health 

       
       

      
     

    

We have also published a new chapter on evolution of train control, and updated our risk 
scoring prioritisation. We continue to review our strategy to ensure it identifies and reflects 
emerging issues and what the industry is doing to address these. We can then adjust our 
regulatory approach to ensure that health and safety issues are addressed effectively and 
so far as is reasonably practicable. 
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Our inspectors have spent over half (53.8%) of their time carrying out proactive 
inspections targeted in line with our strategy on areas the industry needs to manage well. 
The amount of proactive inspection was temporarily reduced to deal with the submission of 
a larger number of level crossing order applications than anticipated, but we believe these 
will deliver medium to longer-term risk reduction benefits at the level crossings involved. 

As well as our formal enforcement role in checking the industry is managing safety, we 
have also dealt with improvements recommended by inquiries into events by the Rail 
Accident Investigation Branch (RAIB) where harm resulted. In 2014-15, we received 22 
RAIB reports containing 82 recommendations, and reported to RAIB on 158 
recommendations: 44 implemented; 61 implementation ongoing; 52 in progress; none not 
implemented; and one for another public body. 

In 2014-15, we have also: 

    � Launched our second occupational health programme, ‘Making It Happen’; 

    � Published position papers on musculoskeletal disorders, hand-arm vibration 
 syndrome, asbestos risks and stress management; 

   � Supported the first national rail conference on occupational health; 

       � Dealt with 1,826 train driver licence applications and issued 1,574 licences; 

     � Authorised 104 level crossing orders, 18 variations, 1 direction, 6 Christmas 
       directions, 3 traffic signs authorisations and 1 revocation;  

    � Introduced a comprehensive business management system that includes all our 
          processes for excellent health and safety regulation, and clearly identifies a process 
    owner and when each process should be reviewed; 

 � Published our health and safety regulatory strategy; 

     � Continued to use our Rail Management Maturity Model (RM3) to evaluate the  
     health and safety management capability of companies in the industry and to press 

   for improvements based on that evidence; and 

         � Supported the Red Tape Challenge by developing and consulting on simplified and  
 improved railway safety regulations. 

     
         

       
 

     
      

ORR uses a range of formal tools to address shortcomings in the management and control 
of health and safety risks. These include issuing 27 formal enforcement notices and, 
where appropriate, the prosecution of duty holders in the courts to ensure compliance with 
the law. Over the past year we successfully concluded four prosecutions over a variety of 
health and safety failures. These included workforce safety and a signal passed at danger. 
We also issued ten enforcement notices to stop an activity likely to pose a serious 
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personal rrisk. As prrevention iss always bbetter than addressin g issues a fter an inciident has 
occurred, we also isssued 17 immproveme nt notices where we identified wweaknessees in 
health andd safety coontrols. 

We will puublish our ffull annual health andd safety asssessmentt of Britain’ s railways for 2014-
15 in July  2015.  This will set oout ORR’s view of thee most crittical risks oon the railwway, the 
areas wheere the ind ustry is dooing well, aand key areeas that it mmust focuss on to impprove 
safety on Britain’s raailways furrther. 

Closinng the ggap 
Passenggers face thhe biggest risk of injuury or fataliity when traavelling byy rail 

when theey get on aand off the train or geet too closee to the plaatform edgee – the
 
‘platformm train interrface’ or PTTI.
 

Reducingg PTI risk hhad alwayss been appproached sseparately by operatoors and
 
infrastruccture owneers. In 20133, ORR woorked closeely with thee industry, bringing toogether 

operatorss and infraastructure oowners to develop a strategy too cope withh the presssures of
 
growing passengerr numbers and trainss. 


The PTI strategy laaunched in  January 22015 beginns by analyysing all thee accident data and
drawing conclusionns on the hhighest riskk areas. Ammongst othher things i t considerss human 
behaviouur; the des ign of platfforms and trains – inccluding ac cessibility;  performannce and 
efficiencyy; and crowwd manageement throough statioons. 

It providees an indusstry action  plan for thhe key areaas for imprrovement ssuch as thee optimum
design foor trains annd platformms; agreed standardss for train ddispatch annd station sstaff 
training; and promooting safe passengerr behaviou r with publlicity and signage. Shharing 
what is ddone well inn these an d other areeas is alreaady makin g improve ments.  

ORR reccognises thhat with a vvaried railwway estate the optimuum will nott always bee possible
But throuugh real coollaborationn and com mitment thhe strategyy has set thhe foundatiions to 
make thi ngs better . 
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Strategic objective 2: Supporting a better service 
for customers 
During 2014-15 we continued with work that was initiated during the period of our last 
annual report to improve rail passenger outcomes. 

Passengers are increasingly the main funder of the railways, and must be central to 
developing its plans for the future. They have contributed an increasing proportion of the 
rail industry's annual income relative to taxpayers over the past four years – up from 
55.6% in 2010-11 to 61.5% in 2013-14. ORR is therefore working to put passengers at the 
heart of the railways – working with the industry to: 

� Ensure passenger groups have a greater say in plans and delivery of new 
enhancements to the rail network; 

� Review the quality of information provided to passengers during the recent 
disruptions; and  

� Establish a code of practice on rail ticket selling. 

Having taken on responsibility for operators’ licence obligations relating to complaints 
handling procedures (CHPs) and disabled people’s protection policies (DPPPs) in 2013, 
we continued to develop and set out our approach. We published regulatory statements on 
both areas in July 2014 and continue to engage with stakeholders in establishing 
arrangements. We have published a consultation on revising the current guidance on 
CHPs and will continue discussions with individual operators on reviewing DPPPs. 

Our consumer panel, which brings together a range of academic, advocacy, consumer 
research and commercial expertise to give added insight to our policy work, met four times 
during the year. In March 2015 we also held the first meeting of our freight consumer 
panel. 

We also continued with our work overseeing the development of a code of practice on 
retail information and with our retail review; two projects that came out of the Department 
for Transport’s October 2013 report on fares and ticketing. 

On the code of practice, we commissioned research to help understand what information 
is important to passengers and how its presentation impacts on their decisions. This 
informed the draft principles on which we consulted in September 2014. The code, which 
was published by the Rail Delivery Group in March 2015, provides clarity for retailers on 
their obligations and how they can meet these to ensure that passengers have the 
information they need when choosing, buying and using rail tickets. 

ORR launched an investigation after more than 115,000 passengers were affected by 
overrunning engineering works when travelling into or out of King's Cross and Paddington 
stations between 27 and 28 December 2014. ORR's investigation was aimed at learning 



 

      

  
  

    

     
    

  
  

    
     

    

 
   

       
    

 
     

   

   
  

 
        

     
 

 

  

lessons with a view to preventing similar disruption happening again. It was informed by 
direct feedback from passengers, evidence from Passenger Focus, London TravelWatch, 
Network Rail, and all of the affected train operators. 

We found that Network Rail had delivered more than 98% of the complex engineering 
works planned for the Christmas and New Year period on time. However, our detailed 
analysis showed that there were significant weaknesses in the planning and oversight of 
the King's Cross and Paddington works, and how communication was managed when 
overruns occurred. The plans failed to put the impact on passengers at the centre of 
decision making, and this meant the service passengers received during the course of 
disruption led to widespread confusion, frustration, discomfort and anxiety. 

ORR is pressing Network Rail to work with train operators and develop clear contingency 
plans which help passengers if works overrun. Network Rail needs to continue undertaking 
large-scale engineering projects in order to renew and enhance Britain's railways. The 
effective planning, management and communication of this work is essential to the 
delivery of a safe and reliable railway. We carried out a pre-possession review on behalf of 
the Secretary of State for the Easter 2015 works, to ensure that our recommendations 
from the Christmas over-run investigation were being embedded. 

Looking across all ORR’s passenger facing responsibilities, including CHPs, DPPPs, PIDD 
(passenger information during disruption) and consumer law, we began to focus on the 
development of a compliance monitoring framework, writing to all operators in January 
2015 and holding a workshop in February 2015, on our plans to establish a core data set 
for CHPs and DPPPs. As we move into the next financial year we will continue to progress 
this work and develop our compliance framework more generally across these important 
passenger-facing obligations, and will work closely with stakeholders in doing so. 
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Puttingg  passengers  ffirst 
In early  22015 ORRR welcomedd  a major 
step forwward in induustry effortts to  
improve informatio n for passeengers 
when traain servicess are disru pted. The 
Rail Delivvery Groupp agreed  440 actions  
for train  ooperators aand Netwoork Rail to  
impleme nt followin g an ORR 
commisssioned repoort by Passsenger 
Focus in  2014.  Thee importan ce of  this tto  
passeng ers was highlighted  oonce againn  
by ORR’s investigaation into CChristmas 
engineerring work ooverruns. TThe  
Associattion of  Trai n Operatinng  
Companies (ATOCC) told the 
investigaation that, i f implemennted, 16  
actions wwould havee had a possitive effecct 
on the paassenger eexperiencee during the e 
incidentss  on 27 De cember 20014.  

Train opeerators siggned up to  an industryy  
code of ppractice forr passengeer 
informatiion during  disruption (PIDD) 
when ORRR introdu ced the liccence 
conditionn in 2012. IIn 2014,  OORR-
commisssioned reseearch by  PPassenger 
Focus cooncluded thhis had no t resulted iin 

ssufficient immprovemeent and wass not 
mmeeting paassenger eexpectationns in a 
mmobile commmunicatioon age.  ATTOC  
aaccepted t he recommmendationss from the 
rreport and  in Autumnn  2014 devveloped an n 
iindustry acction plan.  In Januaryy 2015 it 
wwas signedd off on  beehalf of the   industry 
bby the Raill Delivery  GGroup and  is now 
bbeing impleemented. TThis requirres all 
ttrain operaating comp anies (TOCCs) to  
iincorporatee  the actio ns into theeir local  
pplans whicch should thhen be pubblished.  

TThe compaany runnin g London  
oovergroundd services (LOROL) is the first 
tto do  so1. 

AAll TOC plaans will neeed to follow w 
LLOROL’s lead in settting out thee actions 
iin ATOC’s  list and hoow and wh en these  
wwill be put in place loocally. Accoording to  
AATOC’s timmetable, TOOCs shoulld  
ccomplete  aaround threee quarterss of  the 
aactions by the end off 2015. On ce these  
aare in placce it will  meean a signi ficant 
iimprovemeent in the qquality of innformation  
aavailable too passeng ers when  sservices  
aare disruptted. 

                                            
1  SSee http://wwww.lorol.co.uuk/go/travel/ppassenger-

iinformation  

http://www.lorol.co.uk/go/travel/passenger-information


 

      

 
   

       
   

     
  

   
     

    

   
   

   
   

            
     

        

      
    

  
       

    
    

     
      

    
       

    
      

Strategic objective 3: Secure value for money for 
the railway users and funders 
Holding Network Rail to account for performance 
The first year of the new control period 2014-15 to 2018-19 (CP5) has proven a 
challenging one. The overall picture of Network Rail’s performance is that it did not meet 
the targets it was funded to deliver during the year. Network Rail did achieve notable 
successes: delivering significant enhancements to the network (notwithstanding poor 
handling of passengers over Christmas), improving freight sector performance and putting 
in place the foundations for improved health and safety. 

Health and safety 

The plan to improve management of health and safety risk is well thought through. 
Network Rail has implemented deep dives, corporate health and safety audits, and 
analysis of risks and control measures to provide a robust understanding of the 
effectiveness of their controls. A major change to risk control is underway through the 
business critical rules and planning and delivery of safe work programmes. Similarly, the 
management of risk at level crossings continues to improve. We also noted good progress 
on occupational health with the appointment of specialists to each route, improved data 
collection and management, and the initial implementation of the strategy on occupational 
health. However, this improving framework now needs to translate to consistent control of 
risks like ballast dust, asbestos and hand-arm vibration out on the network. 

Asset management 

We saw weaknesses in asset management which have led to formal safety enforcement 
on drainage, track quality and vegetation. This has not been helped by missing 
maintenance and renewals targets. As well as under delivery of both maintenance and 
renewals volumes, Network Rail admitted that it did not have sufficiently reliable data to 
monitor progress on asset management improvement. Richard Price wrote to Network Rail 
to highlight poor quality asset and management data generally. 

Train performance 

There were some positive performances in 2014-15 on specific routes, notably London 
North East. Performance for the freight sector was also above the target set in the CP5 
final determination. However, punctuality as measured by the public performance measure 
(PPM) moving annual average (MAA) for England and Wales at the end of 2014-15 was 
89.6%, 1.4 percentage points (pp) below target. Reliability as measured by cancellations 
and significant lateness (CaSL) was 2.9%, 0.5 pp above (i.e. worse than) target. 
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We were expecting performance shortfalls since Network Rail had already admitted it was 
unable to meet all performance targets for the first two years of CP5 as a direct 
consequence of where it finally exited CP4. It developed its CP5 performance plan to close 
this gap by the end of the control period. So far delivery of the milestones in the plan has 
been broadly met. 

We are continuing to hold Network Rail to account for the commitments agreed with 
operators in the performance strategies which it agrees with each train operating 
company. Taken together these commitments add up to the trajectory in the performance 
plan. In the CP5 determination we set a threshold of 2.0pp for PPM and 0.2pp for CaSL. 
Provisional data indicates that some operators exceeded these thresholds. ORR is 
investigating whether any licence agreement breaches have occurred. 

Investing in the railway 

Despite the considerable challenges and difficulties in delivering major enhancements on 
one of the world’s busiest networks, Network Rail has delivered schemes to bring tangible 
benefits to customers and passengers. These include: 

    � Upgrades to Reading and Edinburgh Haymarket stations 

    � Power supply upgrades and works to facilitate longer trains in Wessex 

    � Electrification projects in the North West of England and Scotland 

    � Capacity improvements on East Coast and Barry to Cardiff lines   

   
         

  
  

       
           

      
  

    
   

 
     

             
 

However, there were shortcomings with the delivery of the enhancements programme. 
More than a third of completion outputs and regulated project developments were missed. 
Slippage in the project development programme contributed to delays in Network Rail’s 
ECAM (enhancements cost adjustment mechanism) submission plan. There was also a 
general trend towards cost escalation. Network Rail put in place an improvement plan to 
address these issues but it had not had significant impact by year end. 

Customer satisfaction 

The National Rail Passenger Survey published in January 2015 showed that nationally the 
percentage of passengers satisfied with their journey overall was 81%. This is down two 
percentage points – a statistically significant decline – on a year ago. The proportion of 
passengers satisfied with punctuality/reliability and provision of information during the 
journey showed similar falls. Satisfaction amongst Network Rail’s customers (the TOCs 
and FOCs) decreased from 58% in 2013 to 40% in the 2014 survey. 

More positively, as far as the freight customers are concerned, satisfaction with Network 
Rail improved from 47% in the previous survey to 52%. 
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Economic performance 

Britain’s railway is funded each year by around £9 billion from fare-payers and £4 billion 
from Governments. ORR works to ensure that this money is spent as efficiently as 
possible and delivers the best value for money. We improve the efficiency of Britain’s 
railways by setting and overseeing Network Rail’s funding, closely monitoring investment 
projects and encouraging better ways of working. 

In 2014-15 ORR scrutinised Network Rail’s economic and financial performance for 2013-
14, the final year of control period 4 (CP4). We examined the amount of money that 
Network Rail spent in CP4 and what it provided in return for the funds that it received from 
train operators and Governments. Our analysis showed that Network Rail implemented a 
number of initiatives – such as rationalising its signalling and control centres and reduced 
use of sub-contractors – to improve its operating, maintenance and renewals expenditure. 
However, the company did not make the level of efficiency gains that we thought were 
achievable and also fell short of its wider regulatory requirements in a number of areas 
such as train performance. 

For the five year period 2014-15 to 2018-19 we have required Network Rail to bring down 
its cost of running the network by around a further 20%. In 2014-15 the company has 
found this challenging but we and Network Rail are working on how it can best deliver 
efficiency initiatives such as the implementation of new technologies, better management 
of the railways, and more efficient ways of working in the future. 

High Speed 1 (HS1) 
This year we concluded ORR’s periodic review of High Speed 1 (‘PR14’), the first such 
review of the London-Channel Tunnel route. This assessed the regulatory framework on 
the HS1 network, HS1 Ltd’s approach to asset management, its operating costs, and track 
access charges for both passenger and freight operators. 

In our approval document published in May 2014 we approved a reduction in regulated 
access charges to run passenger services by more than 10%, and a reduction of over 30% 
in regulated freight charges. These reduced charges came into effect at the start of HS1’s 
second control period on 1 April 2015, and will last for five years. 

PR14 was novel in many ways, and not just because it was the first such review of HS1. 
The HS1 network comprises modern, high-speed infrastructure, and HS1 Ltd is a fully 
private infrastructure manager which receives no direct public subsidy. Further, the 
network is largely self-contained and has a limited number of customers. As such, our 
review of HS1 through PR14 is very different from our reviews of the classic Network Rail 
network. Following a number of robust discussions with HS1 Ltd, Network Rail (High 
Speed) Ltd, who carry out the operation and maintenance of the HS1 network, all of HS1 
Ltd’s customers and other stakeholders, we were able to approve HS1 Ltd’s Five Year 
Asset Management Statement with only minor amendments. 
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Channel Tunnel regulation 
ORR and the French rail regulator ARAF signed an agreement in March 2015 to work 
together to promote fair competition, full transparency and non-discriminatory access to 
the Channel Tunnel. ORR will take new responsibilities for regulating the UK half of the 
Channel Tunnel later in 2015. At the same time ARAF will become responsible for the 
French part of the link. 

ORR and ARAF have set up a collaborative regulatory approach that will lead to robust 
and consistent independent regulation across the entire Channel Tunnel network. The two 
bodies will work together to promote competition in the rail services market in the Tunnel; 
ensure that charging is compliant with the legislation; investigate and determine appeals, 
and ensure compliance with their decisions. 

Office of Rail Regulation | June 2015 Annual report 2014-15 | 19 



 

   Office of Raail Regulationn | June 20155 Annual reeport 2014-155 | 20 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  
 
 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 
 
 

  

 

 
 

 
 

 
 

  

Establlishingg efficieent cossts of eenhanccementts
 

It is ORR’ s job to maake sure thhat Networrk 
Rail adds project coosts to its aasset base 
that are e fficient, so  that futuree grants 
from Goveernments aand accesss charges 
from train  operators  are good value. A 
key to thiss is incentivvising the company tto 
continuouusly look foor ways to eeliminate 
unnecesssary costs aas projectss are 
developedd and delivvered. We normally 
set this fraamework aat a periodiic review 
but this timme around  (PR13) mmany 
projects wwere at succh an earlyy stage of 
developmment we feltt there wass too muchh 
risk to taxxpayers andd customeers; 
therefore we establi shed the  

enhancemeents cost 
addjustment mechanismm (ECAM)). 
This year wwe have asssessed 13 projects 
and concludded £2,9111m worth oof CP5 
coosts, reduccing Netwoork Rail’s eestimates 
byy £251m. FFunding raailway projeects is 
coomplex an d people aare understtandably 
coonfused abbout the in dustry’s prrocesses. 
WWe have seet up a deddicated webbpage 
htttp://goo.gll/fJU6Da too ECAM wwhere we 
publish late st developpments. Th e focus 
foor the year ahead is tto complet e ECAM 
foor the portffolio of CP55 projects so that 
NNetwork Raail can pushh on and ddeliver the
effficiency chhallenge thhat was se t. 
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Scotland 
Performance in Scotland started the year in a relatively strong position, with PPM MAA 
exceeding the levels specified in the ScotRail Performance Strategy during the first four 
periods. Whilst the Commonwealth Games caused a notable performance dip in period 5, 
we recognised that both Network Rail and ScotRail acted pragmatically during this time to 
ensure the successful movement of passengers. Performance was recovered well enough 
by the end of quarter 2 for Scotland’s PPM MAA to be 0.1pp short of target. The latter half 
of 2014-15 however, saw a steady performance decline and by the end of period 13, PPM 
MAA in Scotland was 1.5pp below its regulatory performance target of 92%. 

Enhancements 

The Edinburgh to Glasgow Improvement Programme is making progress largely to 
schedule, with a cost of work done to date of £286m and all advanced route clearance 
works now complete. The project delivering the redevelopment of Buchanan Galleries has 
been given priority access to the Queen Street site, creating a key dependency for the NR 
project and leading to some increased programme risk. The possible cost implications are 
under review. 

Borders Railway is due to commission in June with the first services running in September 
2015. The project is currently on target to come in on time and to budget and is seen as a 
good success story for the industry with a relatively high media profile. 

Following the decision to run high speed trains (HSTs) on the Aberdeen to Inverness route 
a timetabling exercise was undertaken in order to establish the infrastructure interventions 
required to deliver the capacity and journey time improvements. This process has now 
been completed with the desired outcomes and a scope of works agreed. Preliminaries 
and design work are currently underway, with the project being phased to complete the 
works at the west end of the line initially and the more complex east end second. 

Highland Mainline underwent a similar timetabling exercise to determine the impact of 
HSTs on journey times. The results have been less conclusive and further planning work is 
currently underway to try and achieve the stated aim of a ten minute improvement. 
Discussions are also currently underway to explore synergies between the rail project and 
the A9 road dualling project that occupies a number of sites close to the railway. 

Safety  

During 2014-15 safety indicators in the Network Rail Scotland route showed improvement 
in some key areas. Compared to 2013-14 there were fewer near misses between trains 
and vehicles at level crossings, and fewer near misses with pedestrians. There were also 
fewer infrastructure wrong side failures and there was less route crime. 

Office of Rail Regulation | June 2015 Annual report 2014-15 | 22 



 

      

    
      

              
 

 

              
     

      
     

 
    

    
 

  

Following an ORR enforcement action in 2014, there has been a steady improvement in 
track quality, with an overall reducing trend in immediate action track geometry faults and 
repeat faults. We continue to engage with the Scotland team and to promote its application 
of a safety management system to the track asset which will ensure that risks are properly 
controlled. 

The number of signals passed at danger (SPADs) in the most serious category has 
remained steady. However, the Scotland route has experienced an increase in overall 
numbers of SPADs. The route experienced a deteriorating trend in workforce and 
contractor safety and has introduced a number of initiatives to address this. 

ORR continues to engage with the Scotland route team to secure credible arrangements 
which will deliver long term vegetation and boundary control measures. We particularly 
highlight the significant steps taken by the team to manage risks arising from extreme 
weather. 
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Wales 
Performance in Wales has been steady in 2014-15 although slightly worse than at the end 
of 2013-14. Arriva Trains Wales (ATW) exited 2014-15 with a PPM MAA of 93% and a 
CaSL MAA of 2.6%, this was 0.5pp and 0.1pp worse than target respectively. Network 
Rail-caused delay minutes to ATW were 3.5% better than target, although we note that 
performance of non-track assets, in particular signalling, worsened during the year.  

Enhancements 

Electrification of the mainline from Bristol to Cardiff and Swansea has now been added to 
the main Great Western project, overseen by DfT rather than the Welsh Government. 
However, as for the project in England, the delivery will be later than planned. Cost 
escalation on the route is a problem and work is underway to consider savings that can be 
made in Wales. 

The Cardiff area signalling renewals (CASR) project has continued to be affected by 
commissioning delays and in late 2014 the project was re-planned. The new phasing will 
see the delivery of the new platform at Cardiff Central delayed until 2017. The delivery 
plan needs to be updated to reflect the new dates. CASR will be followed by the re-
signalling of Port Talbot West, a precursor to electrification, in 2018. 

Following clarification of the funding arrangements in November 2014, the Valleys 
electrification project is currently under review. The Welsh Government is examining 
options but this will delay the delivery of the scheme which is currently on hold. 

Safety  

Headline safety indicators on Network Rail's Wales route were broadly favourable, with 
fewer significant infrastructure failures, fewer SPADs, fewer workforce serious accidents, 
and less route crime. There were fewer near misses between trains and vehicles at level 
crossings, though more near misses with pedestrians. 

We note the route's local identity and sense of ownership of its railway, and its willingness 
to tackle safety issues innovatively. Good examples we have seen include: 

� Off-track, where the route took up ORR's challenge to evaluate its workbank 
and resources, and identified management and staffing changes; 

� Continued and effective focus on managing risks from adverse weather, 
following ORR intervention in previous years; and 

� A holistic approach to drainage management. 

Despite this good performance, three serious incidents took place in which minimal harm 
occurred but disaster was narrowly avoided. These served as a reminder of the need to 
manage closely the performance of assets and staff. 
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Europe 

ORR has continued to influence the development of EU policy towards open markets, 
competition and inter-operability across the continent. Throughout the year, ORR has 
reviewed, analysed and contributed systematically to all emerging European legislative 
proposals, whilst ensuring it is beneficial for UK users, funders and industry. This included 
commenting and participating in the negotiations of several implementing Acts, freight 
corridor regulation and the Fourth Railway Package. 

ORR engaged in particular in the discussions on the Fourth Railway Package that 
European institutions and member states are currently debating. This package of policies 
focuses on fully opening up the European rail market. ORR has engaged with Members of 
the European Parliament and European institutions to improve their understanding of rail 
issues in the UK. We promoted the UK rail sector model of cooperation between 
infrastructure owners and train operators with the regulator having oversight. 

We have also been successful in getting the European Rail Agency Regulatory Monitoring 
Matrix to be based on ORR’s regulatory maturity model (RM3) to monitor and benchmark 
the performance of national safety authorities. This has involved training agency officials in 
how we use RM3 in the UK. The EU Rail Agency (ERA), responsible for heading the 
safety and interoperability work in Europe, conducted pilot audits in a number of Member 
States and the UK was one of those selected. The findings of the audit largely endorsed 
ORR’s regulatory approach. We are also taking the lead to prepare the new cooperation 
arrangements with ERA that will be needed with national safety authorities once the Fourth 
Railway Package is adopted. 

ORR has continued to pursue actively its cooperation with other rail regulatory bodies in 
Europe through IRG-Rail, a unique platform for exchange of information, experience and 
best practice between national European railway regulators. IRG-Rail focuses on 
cooperation with a view to existing and upcoming regulatory challenges in European 
railways, and endorses a consistent application of the European regulatory framework. 
Alongside our work with stakeholders in Europe, we are also talking to domestic 
stakeholders, and in particular to the Department for Transport, to develop consistent rail 
positions on EU policies and legislative responses. Interest in the UK models of safety and 
market regulation continues to be growing and we are regularly engaged in briefing and 
advising European partners on how the UK system works. This learning works both ways 
– our new highways monitor role may well benefit from experience in France, Sweden and 
Italy who have different models of combining rail and road regulation. 
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Strategic objective 4: Promote an increasingly 
dynamic and commercially sustainable sector 
Holding Network Rail to account 
ORR has changed its approach to regulating train punctuality and the performance of the 
network – focusing on the indicators that will tell us more about Network Rail's likely 
performance trajectory. Our analysis also suggests that the quality of data that Network 
Rail relies upon to plan and manage works on Britain's railways is currently in places 
unreliable, and that this may be hindering its efforts to meet its funded targets. We wrote to 
Network Rail emphasising these concerns in November 2014 and the management at the 
company made it clear that it shares our concerns, and committed to address these 
issues. 

We have worked proactively with Network Rail to ensure timely delivery of the Route 
Resilience Plans and the prioritisation of the London South East Resilience funds on 
projects that will improve future performance of the railway. We have developed our 
approach to analysing Network Rail’s data at a route level, including specific reviews with 
the route managing directors, to inform our analysis of the company’s performance. 

ORR also pushed Network Rail to submit a clear programme of works to structures and 
assets such as tracks and drainage for the next few years. 

In taking enforcement action for the funding period ending 2014, we adopted a fresh 
approach to the use of our powers to further the interests of the industry, funders and 
customers. So where we had little choice but to levy a large financial penalty, we put a lot 
of effort into discussions with the Department for Transport and HM Treasury to try to 
ensure the money from the penalty was to benefit rail users. We also accepted Network 
Rail’s improved resilience plan instead of levying a penalty in relation to other licence 
breaches, to achieve a long-lasting improvement for funders, passengers and the industry 
as a whole. 

Our investigation into the Christmas engineering overruns found that contingency planning 
did not fully consider the impact of potential overruns on passengers and that this needs to 
change. In future, plans will address the impact on passengers as well as engineering and 
train operation issues. Network Rail committed to ensuring all work undertaken over 
Easter had a robust contingency plan, and to implement all recommendations in time for 
engineering works planned over Christmas 2015. 

Track access 
One of our economic functions is to approve train operators’ contracts for access to track, 
stations and depots on Network Rail infrastructure. Ultimately we are responsible for the 
fair and efficient allocation of network capacity. This is especially important when there are 
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several possible uses for scarce capacity which cannot all be accommodated. We are 
currently considering proposals from several operators to run services on the East Coast 
Main Line. In these situations we consider such factors as the impact on current and 
prospective passengers (including train performance) and the implications for funders, 
when deciding the best overall use of the network.  

This year we approved over a hundred amendments or extensions to existing contracts or 
new contracts for track access and over six times that number for access to stations and 
depots. Overall, 70% of respondents to a customer survey we conducted said that they 
were either satisfied or very satisfied with the way we dealt with access and licensing 
casework, with most others having a neutral opinion. Our work included a 3-year extension 
of Hull Trains’ track access contract to December 2019 and a new 10-year contract for 
Grand Central from 2016 to 2026 (related to investment in rolling stock and station 
facilities). We rejected an application from Great North Western Railway to run services 
between London and Blackpool and Leeds on the West Coast Main Line. While we 
recognised the proposed new services would bring some passenger benefits, these were 
outweighed by concerns including whether the new services would generate sufficient new 
revenue, their impact on uncertain trans-Pennine infrastructure works and on the funds 
available to the Secretary of State. 

Competition 
We have continued our work to promote competition in the sector, including through the 
ongoing investigation into the carriage of freight by rail. We have reviewed how well the 
orders imposed by the Competition Commission have operated in the rolling-stock market 
and assessed a number of applications for new services. This led to new services being 
approved and benefits in terms of new destinations and greater competition on fares and 
on service. 

We are also working to increase the role of competition in the rail sector. We are doing this 
by working closely with the Competition and Markets Authority on its study into on-rail 
competition. We are also exploring how our regulation of Network Rail might involve 
greater use of comparison between routes to help drive improvements in network 
performance and cost, and we are investigating how well the rail ticket market works in the 
interest of consumers. 

Transparent and accessible information 
Over the past year, ORR has made great strides in increasing access to rail industry 
information. We have encouraged train companies to be more transparent and proactive in 
providing information to passengers and customers. ORR has also worked hard to make 
its own work easily understandable to the wider public through the use of infographics, 
animations and digital media platforms. 
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ORR encouraged the rail industry to improve passenger information during disruption and 
develop a new action plan following concerns raised in a Passenger Focus report 
'Passenger information when trains are disrupted,' which was commissioned by ORR to 
understand whether passengers receive timely, accurate and accessible information when 
they face delays to their journeys. 

In 2012, ORR introduced a new condition on the provision of information for passengers 
into train operator and station licences. To ensure the code is delivering benefits for 
passengers, and to address issues highlighted in the report, ORR has worked with the rail 
industry throughout 2014-15 to develop a list of improvement actions to ensure 
passengers get the information they need when services are disrupted, at the right time, 
and through appropriate channels. 

In October 2014 we hosted a cross-sector workshop at the Open Data Institute to explore 
with key stakeholders the opportunities that open data provides, to inform the development 
and provision of better disabled access to the UK rail network. 

The workshop aimed to: 

� Identify the challenges faced by disabled people when travelling by rail; 

� Identify which datasets would need to be open to improve disabled access, and 
understand what is required for them to be published; 

� Examine the delivery of information provided by Network Rail and train 
operators and how it can be improved, particularly in times of disruption; and 

� Examine how datasets can be better integrated for maximum (re)use, such as 
Passenger Assist and Darwin. 

In the past year, ORR has built an engaged following on LinkedIn and Twitter, by using 
these platforms to amplify our messages. Our team responsible for ORR statistical 
releases has helped develop infographics to accompany our major statistical releases. We 
have also engaged passengers through Twitter Q&As, particularly on subjects such as 
station usage and regional usage of the rail network. Publications such as the GB Rail 
Industry Financials Information Report, and Network Rail monitors have benefited from 
infographics to explain what are otherwise dense reports. 

In order to make passengers aware of their rights and aid transparency in the rail industry, 
ORR also produced helpful animations to explain to passengers the things they could 
consider when they buy rail tickets and provide them with information on ticket types. 
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Revieewing tthe tickket retaail mar ket 


ORR launnched a prooject in February 20114 
o consideer the tickeeting markeet, focusingg 
on how w ell it is worrking for thhe benefit oof 
passengeers. We gatthered eviddence fromm 
a broad raange of orgganisationss with a 
potential i nterest in ttackling th e problem 
or potentiaally taking advantagee of the 
opportunitty. This inccluded webb 
companiees, third pa rty retailer s, mobile 
applicatio n developeers and paassenger 
groups ass well as traain operatiing 
companiees (TOCs). We also uundertook 
our own aanalysis annd researchh that 
ncluded pprimary ressearch on wwhat 
passengeers think annd want froom ticketingg. 

Our findinngs – whichh we’re currrently 
consultingg on – sugggest that aalthough it is  
working wwell in somee respectss, the retail 
market coould be doi ng more too bring 
about incrreased chooice of retaailer, sales 
channel, tticket formaat, and prooduct (e.g. 

paart-time seeason tickeet), 
wwhich passeengers havve 
inndicated ann appetite ffor. To hel p address
thhis, we are  proposingg some neaarer-term 
reemedies too improve ttransparenncy over 
thhe ticket seelling regimme, and whhere 
neecessary, to provide more overrsight. We
are seekingg stakeholdders’ viewss on the 
exxtent to whhich this coould encouurage 
mmore compeetition and  innovationn. We are
also seekingg views onn the possi ble longer
teerm optionss such as aallowing reetailers to 
coompete onn the retail element off the 
price. We are also disscussing w ith 
sttakeholderrs whether we shouldd focus on
thhese optionns for remeedies in thee short 
teerm. 

WWe have alrready seenn some siggns of 
progress, wwith TOCs aagreeing inn 2014 to 
a pilot for thhird-party reetailers to sell 
seeason tickeets, for exaample.  
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Strategic objective 5: Be a high performing 
regulator 
Developing the organisation 
Following the development of ORR’s strategic priorities, a programme of work to introduce 
the necessary organisational change was put in place in 2012-13. The organisational 
development programme is a planned, systematic approach to improving our effectiveness 
– one that aligns strategy, people and processes. The programme has been informed 
throughout by ORR’s staff representation group, with union and non-union representatives, 
and by consultation groups on individual elements of the programme. 

In 2014-15, the majority of the changes introduced are now part of the business as usual 
and the focus has been on finalising our smarter working programme and starting work on 
a new structure for roles and remuneration based around what we are calling ‘career 
families’. This is part of wider work on how we reward and recognise the skills and 
experience of our staff more effectively within Government pay constraints. We need to be 
able to recruit and retain skilled professionals, especially to deliver new areas of work like 
our highways monitor function. We also continued to extend our programme of leadership 
development and training this year. 

This year’s major milestones included: 

      � Our smarter working programme, completed on time and on budget, has helped us 
      meet our cost reduction targets. ORR’s head office refit has been promoted by the 

      Government Property Unit as an exemplar of the benefits of smarter working. 

     � We have re-launched our intranet to improve our connections for mobile working  
       and for involving employees. This is based on a platform which will be common to 

     other ORR applications and services to save on support costs. We have re-
   tendered our mobile phone contract to realise further savings as well as taking  

   advantage of new technologies that link us better to the industry we regulate.  

     � The results from the 2014 people survey continued to show improvements in the  
     areas targeted for action within the programme – understanding of strategic 

  priorities, leadership and managing change and learning and development. ORR 
   had the highest score in the whole civil service on commitment to the work of the 

   organisation (87% positive). ORR’s overall engagement score went up from 56% to 
        61% bringing us close to our target of being in the top quartile of the civil service. 

                Out of the 57 core questions only 5 showed reduced scores – the biggest falls being 
   responses on pay and benefits. Following publication of the results, one of our 

     teams has been used as a case study by the Cabinet Office because it 
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At 31 Marrch 2015,  oour total heeadcount ccomprised  the followi ng staff:  

Male Female 
FTE FTE 

Directors 7 2 
Senior man nagers 
Employees s 

7 
168 
182 

3 
102 
107 

Enqui ries FOOI requuests, ccorresppondennce 
ORR receeives numeerous enquuiries and rrequest forr informatioon from thee general ppublic 
(under thee Freedomm of Informaation Act, oor FoI) andd Memberss of Parliamment. We aare 
committedd to meetinng our targgets for ansswering all of these ppromptly annd accurattely. This 
year we hhandled 1,4444 public enquiries, of which 11,313 (91%%) were ressponded too within 
the 20 woorking day ttarget. Wee received 168 FoI re quests, of which 1488 (88%) weere 
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answered within the 20 day statutory target, responded to 47 letters from MPs, of which 36 
(77%) were answered within the 20 working day target. 

Developing our strategic thinking 
Better regulation  
We have continued with our commitment to making our regulation of Britain’s railways both 
focused and effective and to benchmark ourselves against regulatory best practice and 
better regulation principles. We are required by legislation to keep our functions under 
review and ensure that in exercising them we do not impose or maintain unnecessary 
regulatory burdens. 

Over the past year, we have reviewed a number of our policies and processes to ensure 
that the principles of better regulation are embedded in our decisions and processes. For 
example, as part of the Government’s Red Tape Challenge to reduce unnecessary 
secondary legislation, we consulted (on behalf of the Secretary of State) on our review of 
three existing railway safety regulations and the proposal to replace these with one new 
set. The effect of this will be to reduce the burden of compliance by retaining and updating 
key provisions that are important to the control of risk on the railway, while removing those 
that are out of date or have served their purpose. The regulations will be made later in 
2015, subject to ministerial clearance. In May 2014, acting on our advice, the Department 
for Transport (DfT) updated the ‘general authority’ given to us by the Secretary of State in 
1994, which governs our licensing of railway operators under the Railways Act. The 
update simplifies the arrangements, reduces the constraints on us and brings greater 
consistency with our licensing of operators under EU legislation. It is published in the 
licensing section of our website. 

To further the principles of economic regulation and ensure that the decisions we make 
are evidence-based, transparent, proportionate and accountable, we have worked with the 
Department for Business, Innovation and Skills, DfT and the UK Regulators Network 
(UKRN) to further develop the principles of good regulatory practices. Our work with UKRN 
supports the Government’s interest in encouraging collaboration and shared approach 
between regulators, to benefit consumers and the economy. 
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UK Reegulatoors Nettwork (UKRN)) 

We took a leading role in collaborating ggroup. Thiss work 
with otheer economiic regulatoors to pprogrammee included 
successffully establlish the UKKRN in pprojects onn cross-secctor infrasttructure, 
March 20014. UKRNN ensures effective cconsumer engagemeent and swwitching, 
cooperattion and st rengthens work aaffordabilit y, resiliencce and seccurity, cost 
across seectors withhout cuttingg across thhe oof capital, oorganisatioonal develoopment 
independdence of e ach regulaator and aand regulaating for quuality. ORRR has 
their abil ity to makee the best judgmentss aactively paarticipated in most of these -
for the seectors theyy regulate. pparticularlyy benefits oof econom ic 
Membersship has n ow gone uup to eleve n rregulation,  cross-secctor infrastrructure, 
originallyy from ninee and the first year haas rregulating for quality and crosss-sector 
seen a nnew level oof collaboraation rresilience. Initial objeectives havve been 
between  the membbers. ddelivered wwith the puublication oof the 

IInfrastructuure Investoors Guide iin 
Richard Price, Chieef Executivve of ORR,, NNovemberr 2014 and phase 1 reeports 
as the in augural chhair of the nnetwork haas iinto affordaability, cos t of capitall, 
led the CChief Execuutives’ gro up to set iinnovation and crosss-sector invvestment. 
the overaall strategicc direction of the MMost of theese worksttreams aree planned 
network and the deelivery of thhe UKRN’ss tto move in to phase 22 in the UKKRN’s 
program me of workk for 2014--2015 22015-20166 programmme of workk which 
supporteed by the s enior repreesentativess wwas consuulted on in January 20015. 

UK Commpetitioon Netwwork 

The CMA , ORR andd the other sector reggulators haave put thee new UK CCompetitionn Network 
on a firm ffooting. Thhe networkk aims to enncourage sstronger coompetition across thee 
economy for the bennefit of connsumers annd to preveent anti-coompetitive bbehaviour in the 
regulated industries . 

We are w orking clossely with thhe CMA annd the otheer regulatorrs to ensurre consisteent 
applicatio n of compeetition law,, enhance our capab ilities and share bestt practice. To this 
effect, ORRR officialss attend reggular meettings of thee UK Comppetition Neetwork whicch are 
held at vaarious levells. Dependding on thee level of mmeeting, disscussions cconsider mmajor 
issues of strategy abbout comppetition in thhe regulateed sectors , issues cooncerning tthe 
principles and pract icalities of concurrenncy, and isssues and kknow-how of commonn interest. 

Office of Raail Regulationn | June 20155 Annual reeport 2014-155 | 33 



 

      

     
    

  

     
      

    
    

   
    

     
  

      
    

    

       
   

    
    

     
 

    
    

Accountability to Parliaments 
ORR is accountable to the Government and Parliament for its role as an independent 
health and safety and economic regulator of the railways and monitor of the strategic road 
network. 

We offer expert and impartial information and advice to Government and parliamentarians 
so they can make informed decisions about a wide array of transport choices. We also 
provide independent assessment of delivery across key transport strands. ORR also 
actively engages with Parliamentarians on issues which are of interest to them and their 
constituents, through briefings and proactive engagement. 

Formal contributions to the parliamentary process at Westminster in this reporting period 
have included senior ORR officials giving oral and written evidence to the Transport Select 
Committee inquiries, including, ‘Investing in the Railway’ and ‘Rail Network Disruption over 
Christmas 2014’ as well as to the Parliamentary Advisory Council for Transport Safety on 
safety in the railways. ORR also provided support to Parliament in reaching its decision to 
confer new duties on it through the Infrastructure Act 2015. This included submitting 
evidence to the ‘Better Road’ inquiries and providing various briefings to parliamentarians. 

ORR has contributed expertise to parliamentary debate. We have pursued an active 
programme of engagement to promote better understanding and greater transparency of 
the railways amongst members and Parliament and their staff. This has included an open 
briefing session held jointly with the Royal Statistical Society and the House of Commons 
Library. We have also participated in All Party Parliamentary Group discussions on 
occupational health and rail. 

There has also been a regular programme of briefings and meetings between ORR and 
ministers and officials from the Scottish Government and Welsh Government. 
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Looking to the future 
ORR and the Rail Delivery Group (RDG) are starting early to think about how future 
access charges could be improved to better align industry incentives from April 2019. ORR 
and RDG are independently posing some fundamental questions about the behaviours 
which the pricing structure for access to the network should be driving. An emerging theme 
is that we need a more detailed picture of what the true costs of using the network are in 
order to improve the structure of charges in a way which will ultimately benefit rail users 
and funders. 

ORR has welcomed the industry taking the lead in forming its own views on the future 
charging structure because its experience and understanding of the business realities is 
essential to arriving at a proportionate, practical and workable proposal for the future 
charging structure. The big step forward is that ORR and the industry are engaged on this 
issue from the start. Whilst ORR has to retain independence and is the ultimate decision-
maker on the framework of the future charging structure, we will do the job far better if we 
have understood the options in the context of real industry views and experience. 

Shared aspirations for the future charging structure are already emerging, along with 
understandable differences of emphasis as well. ORR will have to use its independent 
judgement to assess any differences and to determine how these differences should be 
recognised.  An important consideration will be how best to protect new entrants to the 
network in the interests of fair competition. ORR is the guardian of public, taxpayer and 
customer interests and wants to increase transparency and value in the system as far as 
possible. Ultimately ORR wants the new charging structure to give industry decision-
makers the information they need to make the best decisions and to achieve the best 
outcomes for rail users and funders. Working with the industry well in advance of 
determining and implementing a new charging structure is proving a good way to start. 

Developing the highways monitor 
In 2014-15 we carried out a significant amount of work to develop and prepare for new 
responsibilities with respect to monitoring Highways England (previously the Highways 
Agency) and its management of the strategic road network – the motorways and main ‘A’ 
roads in England. Our new responsibilities, which we took on from April 2015, represent a 
hugely important national role and allow us to apply our expertise in monitoring monopoly 
infrastructure suppliers for the benefit of the road sector. 

During the year we extensively engaged DfT, Highways England, Transport Focus and 
wider stakeholders to develop the emerging framework, including legislation, DfT’s road 
investment strategy and statutory directions and guidance (the ‘licence’), and Highways 
England’s strategic business plan and delivery plan. 
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We also eengaged sttakeholderrs to start t he processs of develooping our mmonitoring,, 
interventioon and enfforcement policies. Inn January 22015 we h eld a stakeeholder woorkshop to 
discuss o ur highwayys role andd how we mmight impleement it. T he worksh op was atttended by 
a wide rannge of inte rested parrties and prroved extreemely usefful in deve loping our thinking. 
In March 22015 we ppublished oour first hig hways connsultation ddocument, ‘Monitorinng 
Highwayss England’ which setss out our n ew role, ouur strategicc objectivee, our propoosed 
approach to monitorring and ennforcemen t, and the next stepss in developping the roole. The 
consultation runs unntil 19 Junee 2015. 

Richard PPrice 
Accountinng Officer 

28 May 20015 
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What ORR has acchieveed as aan inddependdent 
regulaator 
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Income 
  Deferred income from prior year  

    Licence fees and safety levy income 
    Roads preparatory work recharge  

  Other income  

 2014-15 

£000 
 

(1,474) 

(28,156) 

(446)

(413) 

2013-14 

£000 
 

(1,143)

(28,683)

 (29)

(403)
   Total income 
    Less income deferred to future years  

   Net income 

(30,489) 
 1,166  

(29,323) 

(30,258) 
            1,474  

(28,784) 
 Expenditure  

    Staff costs 

   Other costs 
19,763  

9,563

29,326

          19,083 

  9,704
   Total costs
 

    Net operating deficit (as voted by Parliament) 


 
Reconciliation between resource outturn and resource budget outturn (£000) 

  Net resource outturn  

    Net operating costs 
  Resource budget outturn 

 

   3  

 3

 3
 3

  

           28,787 

3 

  3 

  3 
  3 

 

  
 

   
  

    

Directors’ report 
Financial commentary 
ORR is an independent regulator funded almost entirely by the railway industry – broadly 
train and freight operating companies, plus Network Rail. We work within a defined budget, 
and charge the industry via a safety levy and an economic licence fee. We also cover our 
regulatory costs relating to the Channel Tunnel and HS1 by charging Eurotunnel and HS1 
Ltd respectively. Our charges are based on a full economic cost model, therefore without 
profit. Our combined charges and other income meet our costs in full, bar a ‘token’ 
resource budget provided by Parliament. 

A summary of our expenditure and income over the past two years is shown below. 

Income 

Income comprises mainly licence fees, safety levy, income from HS1 and Channel Tunnel, 
and recharges for roads monitoring preparatory work. 

Licence fee income was £13.4m (2013-14: £13.8m), including £0.8m carried forward from 
2013-14. £0.9m has been deferred into 2015-16. This includes income from HS1. Safety 
levy income was £16.2m (2013-14: £16.0m) including £0.7m carried forward from 2013-
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14. £0.3mm has beenn deferred iinto 2015-16. This in cludes Ch annel Tun nel incomee. We 
rechargedd £446k in 2014-15 too the Depaartment forr Transportt (DfT) for preparatorry work for 
our new roole as highhways monnitor (20133-14: £29k)). 

In additionn £413k (22013-14: £4403k) of otther incomee arose maainly from sub-lettingg of the 
3rd floor i n our Kemmble Street offices, feees for secoonded staffff and othe r costs reccovered 
from succcessful prossecutions and safetyy inspectionns. 

Expend iture 

Total expeenditure inn 2014-15 wwas £29.3mm, comparred to £28..8m in 201 3-14. Exccluding the 
effect of rooads moni toring exp enditure, tootal expennditure wass comparabble, in nomminal 
terms, to 22013-14 att £28.9m ( 2013-14: ££28.8m). SStaff costs accountedd for £19.88m 
(67.4%) oof this total,, comparedd to £19.1mm (66.3%) in 2013-144. Our aveerage staff cost per 
full-time eequivalent iin 2014-155 was £71,4440 compaared to £711,600 in 20013-14. Thhis reflects 
a slight chhange in thhe compos sition of staaff. 

The consuultancy speend in 201 4-15 was ££228k (13%%) lower thhan in 201 3-14 at £1 .5m 
comparedd to £1.7m.. This wass offset by £110k highher IT provvider costss and £78k higher 
depreciatiion. The reemainder oof our expeenditure remmained brooadly in linne with 201 3-14. 

Analysis of 2014-1 5 costs 

8% 

5% 

4% 

8% 

8%% 

67%% 

Staff costs 

Accomodati 

Consultancy 

Non cash co 

IT costs 

Other costs 

ion costs 

y costs 

osts 
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Expenditure comparison with Estimate (Parliamentary Supply) 

  Expenditure by core function  

  Estimate 

£000 

 2014-15 

Actual 

£000 

 

 Variance 

£000 

Actual 

£000 

 2013-14 

Year on 
year 

variance 

£000 

 Economic regulation, admin, and other expenditure  13,413 12,681 732  13,021 (340) 

 Safety regulation, admin and other expenditure 16,557 16,199 358  15,736 463 

 Other regulation, admin and other expenditure  2,750 446 2,304             30 416 

Total  32,720 29,326 3,394  28,787 539 

  

During the year, ORR continued to undertake preparatory work for our new role as 
highways monitor from 1 April 2015. During 2014-15 the cost of the preparatory work was 
£446k and £445k was recharged to DfT, resulting in a token cost of £1k. The variance of 
£2,304k compared to the Estimate of £2,750k was caused by an overestimation of the 
costs required in 2014-15. 

There was an underspend in both economic regulation and safety regulation compared to 
the Estimate, being £732k for the former and £358k for the latter. Compared to budget, 
there were underspends in staff costs of £479k and unspent contingency of £376k. We 
were also able to charge £147k of overhead costs to DfT for roads monitoring preparatory 
work. 

Prompt payment 

We are committed to the prompt payment of our suppliers and seek to pay all valid 
invoices as soon as possible. During 2014-15 100% of invoices were paid within 30 days 
(99.1% in 2013-14) and 93.8% paid within 10 days (59.0% in 2013-14). This improvement 
reflects the fact that we set ourselves more stretching internal targets for prompt payment 
in 2014-15, aiming to pay 100% within 30 days and 80% within 10 days. 

Information systems and management 

Our information system continues to be managed by Capita Secure Information Solutions. 
We maintain a strong relationship with our service provider and work with them to make 
continuous improvements to the service that ORR receives. We have experienced one 
information risk incident which may need to be reported to the Information Commissioner 
in 2015-16, as set out in the governance statement on pages 63-64. 
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Estates and facilities 

As a national organisation, ORR has six offices around the UK, with a headquarters in 
London in space leased from the Civil Aviation Authority. ORR holds the direct lease on an 
office in Glasgow whereas offices at Bristol, Birmingham, Manchester and York are in 
space in other Government departments’ buildings held under Memorandum of Terms of 
Occupation (MOTO) agreements with the lead department. ORR owns no property. 
Average accommodation costs in 2014-15 were comparable with 2013-14 at £8,140 per 
head. 

Sustainability report 

We continue to work with Network Rail on their environmental sustainability requirements, 
and, wherever possible, ORR will adhere to Government guidelines. 

Developments 

We carried out a comprehensive review of all sustainable development duties in summer 
2013. In September 2013, our Executive Committee decided to focus activities on 
monitoring how Network Rail embeds the rail industry’s sustainable development 
principles and increases resilience of rail infrastructure to climate change and extreme 
weather. 

On 31 October 2013 we published our final determination for control period 5 (2014-2019). 
In this document, we said: 

� we would review the plans Network Rail was making to enable resilience 
against climate change and extreme weather. 

Update: these plans are now complete, and we will now monitor how Network 
Rail delivers these plans over the remainder of the control period. 

� we would monitor the development and use of a suitable carbon accounting 
methodology. 

Update: a carbon tool has been developed and Network Rail will take steps to 
implement it. 

� that there would be indicators in the following areas: 

� scope 1 and 3 CO2 emissions associated with Network Rail’s own 
operations (traction, non-traction and total); 

� carbon embedded in new infrastructure; and 
� sustainable development key performance indicators. 

Update: these are due to be published in Network Rail’s annual report in 2015. 
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Procurement 

Sustainable procurement involves the management of internal demand to ensure that only 
appropriate goods and services are obtained from third parties, selecting suppliers that 
have appropriate sustainability credentials where relevant to the contract, utilising 
eTendering and opening up procurements to Small and Medium Enterprises.  Examples 
over the last twelve months include: 

� utilising Crown Commercial Services frameworks that have sustainability as a 
key criterion for the provision of multi-functional print devices, office supplies 
and print services; 

� issuing documentation for all tenders electronically and requiring all proposals 
to be submitted electronically; and 

� encouraging small and medium-sized enterprises participation in tenders 
through highlighting the suitability of tender opportunities on contracts finder. 

ORR performance and policy 

Our environmental performance in 2014-2015 is shown in the table below. We have 
presented the data as transparently as possible, and provided notes to explain where it 
has not been possible to obtain some information. 

Our carbon footprint was restated last year in accordance with guidelines. The same 
conversion factors have been applied to 2014-15. 

Emissions, waste, water and finite resources figures apply to London and Glasgow offices 
only (where available). Our other offices, held on MOTO agreements as explained above, 
should be reported by the lead department. Much of our utilities are provided and 
controlled by our building landlords or lead tenants, therefore we do not set targets for the 
measures set out below. 

The data on travel applies to the whole organisation. 
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  Based on 2014-15 Defra conversion factors 2012-13 2013-14 2014-15 

   Greenhouse gas emissions (tonnes CO2) 
 Electricity (scope 2) 

Oil (scope 2) 
 Gas (scope 2) 

 Travel:

221 
76 
10 

241 
54 

6 

210 
42 

n.a 

  Car (personal vehicle) 
  Air 

73 
52 

63 
49 

73
50

  Train 100 83 100
  Hire car 11 11 5 

  Gross emissions total 543 507 480 
  Total net emissions                -                 -              -
     Gross emissions of official business travel (tonnes CO2) 236 206 228 

 Expenditure (£) 
 CRC gross expenditure (£) 

 Expenditure on accredited offsets (£) 
Expenditure on official travel (£) 
Waste (tonnes) 
Total waste 

49,895 
               -

607,471 

26 

        
53,485 

        -
616,511 

28 

71,316 
             -

571,994 

34 
Hazardous waste                -                 -              -
Non-hazardous to landfill 1 1 2 
Non-hazardous recycled 

 Non-hazardous incinerated/energy from waste 
Cost of waste collection (£) 
Water 

8 
                 17 
               -

8 
18 

5,840 

8 
24 

4,852 

Water consumption (m3) 
 Water supply costs (£) 

 Finite resources 

1,664 
4,065 

2,125 
4,078 

2,228 
4,639 

Electricity non-renewable (Kwh) 
Electricity renewable (Kwh) 
Gas (KwH) - Glasgow (estimated) 
Oil (Kwh) 
Total energy expenditure (£) 

39,193 
456,883 

51,350 
279,000 

63,848 

28,117 
512,744 

33,088 
198,127 

73,439 

29,127 
410,303 

n.a 
169,919 

71,316  
 n.a – not available 
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Stakeholder management 

We strive for collaborative reciprocal relationships with stakeholders through which we 
discuss key issues, seek views and explain our approach. Through our engagement and 
communication activities we proactively support public scrutiny of railways and roads. 

In addition to extensive day-to-day working level contacts we hold regular formal meetings 
with Network Rail and Highways England, train operators, the supply industry, passenger 
bodies, funders and other stakeholders with an interest in the sectors we regulate. We run 
regular workshops and briefings on core issues, speak at industry conferences and 
engage with the Parliaments in London, Edinburgh and Cardiff.  

To complement our programme of face-to-face engagement we make broad use of 
contemporary digital approaches to extend the scope and reach of our conversations to 
include wider audiences and issues. This better ensures that we are providing 
opportunities for stakeholders to engage with us on issues which matter to them. For 
instance the use of Twitter has brought wider insight into the experiences of passengers 
and has solicited views which we have considered as part of key work strands such as 
disabled peoples’ protection policies (DPPPs) and train operator complaints handling. 

As we have prepared to take on responsibility for regulating Highways England’s 
management and development of the strategic road network from 1 April 2015 we have 
ensured broad engagement with those who have an interest in our new role, speaking with 
key players across the roads landscape. 

We regularly assess the effectiveness of our engagement activities through independent 
review to further refine our approach and improve our professional dialogue with our broad 
stakeholder base. For instance in 2014 we commissioned the Penny Boys report into the 
effectiveness of our stakeholder engagement during PR13. This independent assessment 
provided valuable insight into where our engagement was most effective and identified 
opportunities for improvement in the 2018 Periodic Review including further use of new 
technologies to facilitate participation and restructuring the way we organise complex 
consultations. 

Register of interests 

Details of company directorships and other significant interest held by the board are 
available on request. 

Better regulation 

Our work on better regulation in 2014-15 is explained on page 32. 

Complaints to the Parliamentary Ombudsman 

No formal complaints were made in the course of the year. 
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Our peeople 
Equalityy and divversity 

We are coommitted too the princciples of eqquality and  diversity aand aim to ensure thaat nobody 
receives l ess favourrable treatmment particcularly on tthe basis oof age, disaability, gennder re- 
assignmeent, pregnaancy and mmaternity, raace, religioon or belieff, gender aand sexual 
orientationn. We use the ‘two ticcks’ positivve about d isability acccreditationn to show wwe 
encouragee applicatioons from ddisabled peeople and ssupport theem when i n employmment. 

We engagge with ourr Staff Reppresentativ es Group oon a regulaar basis to  share infoormation 
on the orgganisation and on all aspects cooncerning employmeent. The m inutes of thhe bi-
monthly mmeetings a re shared wwith all staaff, and twi ce yearly tthe meetinggs are opeen for staff 
to attend aas observeers. 

Health aand safetty 

We fully reecognise aand acceptt our legal responsibiility in relattion to the health, saffety and 
welfare off our emplooyees and for all peoople using oour premisses. We coomply with the 
Health & SSafety at WWork Act 1 974 and a ll other releevant legisslation as aappropriatee. 

We are coommitted too the posittive promo tion of acccident prev ention andd the eliminnation of 
incidents involving ppersonal innjury, illnesss or dama ge. We acctively monnitor and m anage ourr 
staff attenndance, ennsuring tha t staff receeive the su pport and advice theey need froom an 
occupatioonal health professionnal when aappropriatee. 

The annu al working  days lost per emplo yee througgh sicknesss in 2014-115 were 3. 3 (2013-
14: 3.2). 

Health aand wellbbeing 

During 20014-15 we have contiinued to immplement oour health aand wellbeeing strateggy and to 
work with our new ppartners: ouur occupattional healtth providerr and empl oyee assisstance 
service. OOne third oof employeees have taaken up thee offer of aan annual hhealth asseessment 
and flu vaaccination.  In additio n, we held  workshopps for staff on buildingg personal 
resilience . We prommoted heal th campaiggns in our fortnightly staff e-newwsletter annd 
introducedd an onlinee wellness assessmeent for stafff. We are ccommitted to the ‘pubblic health 
responsibbility deal ppledges’ whhich are a Governmeent initiativee to improvve employeees’ 
health andd wellbeingg and prommoted by thhe Departmment of Heealth. 

Richard PPrice 
Accountinng Officer 
28 May 20015 
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Resource accounts 2014-15 
These accounts cover the operation of the Office of Rail Regulation for the period 1 April 
2014 to 31 March 2015. They have been prepared on an accruals basis in accordance 
with International Financial Reporting Standards, the Government Resources and 
Accounts Act 2000 and HM Treasury’s 2014-15 ‘Financial Reporting Manual’. 

The totals of expenditure and income have to be planned through the Treasury and 
accounted for to Parliament through the Estimates process. The Chief Executive is the 
Accounting Officer for these funds. 

Introduction 
The Office of Rail Regulation (ORR) was established by the Railways and Transport 
Safety Act 2003 to replace the Office of the Rail Regulator. It is a non-ministerial 
department, funded predominantly through licence fees and safety levies, the level of 
which are set by ORR. Its functions were broadened by the Railways Act 2005, which 
established ORR as the combined safety and economic regulator for the railway industry. 

ORR is independent of, but works closely with, the Department for Transport (including the 
Rail Accident Investigation Branch), the Health and Safety Executive and the Rail Safety 
and Standards Board. 

From 1 April 2015 ORR took on a new responsibility for the monitoring the development of 
the strategic road network. During 2014-15 we undertook preparatory work for this role, 
funded by DfT. 

In so far as the Accounting Officer is aware, there is no relevant audit information of which 
our auditors are unaware. The Accounting Officer has taken all the steps that he ought to 
have taken to make himself aware of any relevant audit information and to establish that 
our auditors are aware of that information. 
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Remuneration report 
Remuneration Committee 

The Remuneration Committee’s role relates to the pay and performance of ORR senior 
civil service (SCS) staff, and, since 20 October 2009, it also has a strategic oversight of 
the approach to remuneration, performance, reward and other terms and conditions of all 
staff. It consists of non-executive members of the Board. For 2014-15 these were Stephen 
Nelson (committee chair until 30 September 2014), Michael Luger (committee chair 1 
October 2014 to present), Peter Bucks (member until 30 June 2014), Anna Walker and 
Tracey Barlow. 

The committee’s role is to review the remuneration packages of ORR’s SCS staff; to keep 
under review the criteria for allocating individuals to performance tranches and awarding 
bonuses; to make recommendations to the Board on pay decisions for senior civil 
servants; to recommend to the Board broad pay policy in relation to all aspects of 
executive remuneration and to monitor the operation of the pay system. Our civil service 
pay strategy accords with parameters set by the Cabinet Office for the SCS following 
recommendations by the Senior Salaries Review Body. 

Service contracts 

The Constitutional Reform and Governance Act 2010 requires civil service appointments 
to be made on merit on the basis of fair and open competition. The recruitment principles 
published by the Civil Service Commission specify the circumstances when appointments 
may be made otherwise. 

Unless otherwise stated below, the officials covered by this report hold appointments 
which are open-ended. Early termination, other than for misconduct, would result in the 
individual receiving compensation as set out in the civil service compensation scheme. 

Further information about the work of the Civil Service Commission can be found at 
www.civilservicecommission.org.uk. 

Remuneration policy 

Remuneration of senior civil servants is set out in their contracts and is subject to annual 
review taking into account the recommendations of the Senior Salaries Review Body, and 
subject to Government approval. The notice period for all senior members of ORR does 
not exceed six months. 

Each senior civil servant participated in a bonus scheme (using the annual Cabinet Office 
guidance ‘Managing performance within the senior civil service’), which takes into account 
the recommendations of the Senior Salaries Review Body and is subject to Government 
approval. 
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The bonus is based on the individual’s performance. Bonus payments are non-
consolidated and non-pensionable. 

The remuneration of the Chair and non-executive directors is set by the Secretary of State 
for Transport. Remuneration of non-executive board members is by payment of salaries 
and they have no entitlement to performance related pay or pension benefits. The Chair is 
entitled to pension benefits but has not exercised that entitlement to date. 

The arrangements for early termination of contracts of senior civil servants are made in 
accordance with the service contract of the relevant individual. Each contract provides for 
a payment in lieu of notice depending upon the reason for the termination, based on the 
provisions of the Civil Service Compensation Scheme. No early termination payments 
were made to senior civil servants in 2014-15 (2013-14: one executive totalling £156,000). 

Salary and pension entitlements 

The following sections provide details of the remuneration and pension interests of the 
most senior management of ORR, and have been subject to external audit. 
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Remuneration (salary, benefits in kind and pensions) 

Salary 
(£000) 

Bonus 
payments 

(£000) 

Benefits in 
kind (to 

nearest £100) 

Restated 
Pension 

benefits (£000) 

Restated 
Total 

(£000) 

2014-15 2013-14 2014-15 2013-14 2014-15 2013-14 2014-15 2013-14 2014-15 2013-14 

Richard Price 

Chief executive 

Cathryn Ross 

Director, railw ay markets 

and economics (to 13/10/13) 

Juliet Lazarus 

Director, legal services 

Ian Prosser 

Director, railw ay safety 

Michael Beswick 

Director, rail policy (to 14/6/13) 

John Larkinson 

Director, railw ay markets 

and economics 

(permanent promotion 20/1/14) 

Alastair Gilchrist 

Director, corporate operations 

(to 31/10/13) 

Alan Price 

Director, railw ay planning 

and performance 

Richard Emmott 

Director, communications (to 31/1/15) 

Daniel Brow n 

Director, strategy & policy 

Tom Taylor 

Director, corporate operations and 

organisational development 

(from 21/10/13) 

Joanna Whittington 

Director, railw ay markets and 

economics - chief economist 

(from 3/3/14) 

Peter Antolik 

Director, highw ays monitor 

(from 16/3/15) 

140-145 140-145 

- 70-75 

85-90 85-90 

120-125 120-125 

- 20-25 

120-125 105-110 

- 60-65 

160-165 160-165 

100-105 120-125 

120-125 120-125 

120-125 50-55 

100-105 5-10 

5-10 -

5-10 -

- 10-15 

- 10-15 

- -

- -

10-15 10-15 

- -

- -

- -

- 10-15 

5-10 -

- -

- -

- -

- -

- -

- -

- -

600 600 

- 400 

- -

- -

- -

- -

- -

- -

27 31 

- 4 

28 37 

46 47 

- na 

96 90 

- 25 

60 61 

39 -

27 314 

95 72 

120 9 

2 -

178 172 

- 88 

117 137 

171 170 

- 24 

231 211 

- 87 

222 222 

143 122 

149 448 

223 126 

224 17 

7 -

na – pension information not available from MyCSP 
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The 2013-14 pension benefits figures have been restated as incorrect data was included 
last year. 

Salary includes gross salary; overtime; reserved rights to London weighting or London 
allowances; recruitment and retention allowances; private office allowances; and any other 
allowance to the extent that it is subject to UK taxation. This report is based on accrued 
payments made by ORR and thus recorded in these accounts. 

Bonus payments are based on performance levels attained and are made as part of the 
performance appraisal process. Bonuses reported in 2014-15 relate to performance in 
2013-14 and comparative bonuses reported for 2013-14 relate to performance in 2012-13. 

Benefits in kind comprise subsidised gym membership. 

Pension benefits are shown on page 53. No senior managers exercised the option to 
take extra salary to invest in a pension scheme of their own choice rather than participate 
in a civil service pension. 

Richard Emmott left ORR on 31 January 2015. His full year equivalent salary was in the 
range of £125,000 - £130,000. 

Peter Antolik joined ORR on 16 March 2015. His full year equivalent salary was in the 
range of £120,000 - £125,000. 

The full-year basic equivalent salary for Joanna Whittington (who works part-time hours) is 
in the range £135,000 to £140,000 (2013-14: £135,000 to £140,000). 

The full-year basic equivalent salary for Juliet Lazarus (who works part-time hours) is in 
the range £125,000 to £130,000 (2013-14: £120,000 to £125,000). 

Pay multiples 

Reporting bodies are required to disclose the relationship between the remuneration of the 
highest-paid director in their organisation and the median remuneration of the 
organisation’s workforce. 

The banded remuneration of the highest-paid director in ORR in the financial year 2014-15 
was £160,000 - £165,000 (2013-14: £160,000 - £165,000). This was 3.2 times (2013-14: 
3.0) the median remuneration of the workforce, which was £50,601 (2013-14: £54,486). 

In 2014-15, nil (2013-14: nil) employees received remuneration in excess of the highest-
paid director.  

Total remuneration includes salary non-consolidated performance-related pay and 
benefits-in- kind. It does not include severance payments, employer pension contributions 
and the cash equivalent transfer value of pensions. 
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Civil service pensions 

Pension benefits are provided through the civil service pension arrangements. From 30 
July 2007, civil servants may be in one of four defined benefit schemes: either a final 
salary scheme (classic, premium or classic plus); or a whole career scheme (nuvos). 
These statutory arrangements are unfunded with the cost of benefits met by monies voted 
by Parliament each year. Pensions payable under classic, premium, classic plus and 
nuvos are increased annually in line with pensions increase legislation. Members joining 
from October 2002 may opt for either the appropriate defined benefit arrangement or a 
‘money purchase’ stakeholder pension with an employer contribution (partnership pension 
account). 

Employee contributions are salary-related and range between 1.5% and 6.85% of 
pensionable earnings for classic and 3.5% and 8.85% for premium, classic plus and 
nuvos. Benefits in classic accrue at the rate of 1/80th of final pensionable earnings for 
each year of service. In addition, a lump sum equivalent to three years’ initial pension is 
payable on retirement. For premium, benefits accrue at the rate of 1/60th of final 
pensionable earnings for each year of service although there is no automatic lump sum. 
Classic plus is essentially a hybrid with benefits for service before 1 October 2002 
calculated broadly as per classic and benefits for service from October 2002 worked out as 
in premium. In nuvos a member builds up a pension based on his or her pensionable 
earnings during their period of scheme membership. At the end of the scheme year (31 
March) the member’s earned pension account is credited with 2.3% of their pensionable 
earnings in that scheme year and the accrued pension is uprated in line with Pensions 
Increase legislation. In all cases members may opt to give up (commute) pension for a 
lump sum up to the limits set by the Finance Act 2004. 

The partnership pension account is a stakeholder pension arrangement. The employer 
makes a basic contribution of between 3% and 12.5% (depending on the age of the 
member) into a stakeholder pension product chosen by the employee from a panel of 
three providers. The employee does not have to contribute, but where they do make 
contributions, the employer will match these up to a limit of 3% of pensionable salary (in 
addition to the employer’s basic contribution). Employers also contribute a further 0.8% of 
pensionable salary to cover the cost of centrally-provided risk benefit cover (death in 
service and ill-health retirement). 

The accrued pension quoted is the pension the member is entitled to receive when they 
reach pension age, or immediately on ceasing to be an active member of the scheme if 
they are already at or over pension age, based on reckonable service to date. Pension age 
is 60 for members of classic, premium and classic plus and 65 for members of nuvos. 
Further details about the civil service pension arrangements (and reforms to it) can be 
found at the website http://www.civilservicepensionscheme.org.uk 
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New career average pension arrangements will be introduced from 1 April 2015 and the 
majority of classic, premium, classic plus and nuvos members will join the new scheme. 
Further details of the new scheme are available at 
http://www.civilservicepensionscheme.org.uk/members/the-new-pension-scheme-alpha/ 

Some employees are covered by the provisions of the Railway Pension Scheme (RPS), 
which is contributory and funded. The scheme is a defined benefit scheme with obligations 
met by the RPS trustees. Details of the RPS scheme statements and other financial 
information can be found in the annual report and accounts of Railway Pensions Trustee 
Company Limited (www.railwaypensions.co.uk). 

The former rail regulators’ and former Chair’s pensions are by analogy with the Principal 
Civil Service Pension Scheme. During 2014-15 there was no active member (2013-14: no 
active member). The accruing cost of providing for the members’ future benefits, which is 
based on actuarial advice, is charged to the Statement of Comprehensive Net 
Expenditure. A provision for the expected future liabilities for the former rail regulators’ and 
Chair’s pension scheme is disclosed as a liability on the Statement of Financial Position. 

Cash Equivalent Transfer Values 

A Cash Equivalent Transfer Value (CETV) is the actuarially assessed capitalised value of 
the pension scheme benefits accrued by a member at a particular point in time. The 
benefits valued are the member’s accrued benefits and any contingent spouse’s pension 
payable from the scheme. A CETV is a payment made by a pension scheme or 
arrangement to secure pension benefits in another pension scheme or arrangement when 
the member leaves a scheme and chooses to transfer the benefits accrued in their former 
scheme. The pension figures shown relate to the benefits that the individual has accrued 
as a consequence of their total membership of the pension scheme, not just their service 
in a senior capacity to which disclosure applies. 

The figures include the value of any pension benefit in another scheme or arrangement 
which the member has transferred to the civil service pension arrangements. They also 
include any additional pension benefit accrued to the member as a result of their buying 
additional pension benefits at their own cost. CETVs are worked out in accordance with 
The Occupational Pension Schemes (Transfer Values) (Amendment) Regulations 2008 
and do not take account of any actual or potential reduction to benefits resulting from 
lifetime allowance tax which may be due when pension benefits are taken. 

Real increase in CETV 

This reflects the increase in CETV that is funded by the employer. It does not include the 
increase in accrued pension due to inflation, contributions paid by the employee (including 
the value of any benefits transferred from another pension scheme or arrangement) and 
uses common market valuation factors for the start and end of the period. 
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Senior management pension benefits 
Accrued 

pension at 
pension age as 
at 31/03/15 and 

related lump 
sum 

£000 

Real increase in 
pension and related 

lump sum at 
pension age 

£000 

CETV as 
31/03/15 

£000 

Restated 
CETV as 
31/03/14 

£000 

Real 
Increase 
in CETV 

£000 

Richard Price 35-40 0-2.5 611 562 16 

Chief executive lump sum 115-120 lump sum 2.5-5 

Juliet Lazarus 

Director, legal services 

15-20 0-2.5 264 229 18 

Ian Prosser 

Director, railw ay safety 

20-25 2.5-5 274 222 27 

John Larkinson 35-40 2.5-5 624 525 70 

Director, railw ay markets 

and economics 

(permanent promotion 20/1/14) 

lump sum 105-110 lump sum 12.5-15 

Alan Price 

Director, railw ay planning 

and performance 

5-10 2.5-5 102 54 30 

Richard Em m ott 

Director, communications (to 31/1/15) 

0-5 0-2.5 29 - 20 

Daniel Brow n 

Director, strategy & policy 

15-20 0-2.5 194 167 7 

Tom Taylor 30-35 2.5-5 437 359 55 

Director, corporate operations and 

organisational development 

(from 21/10/13) 

lump sum 90-95 lump sum 12.5-15 

Joanna Whittington 20-25 5-7.5 347 246 83 

Director, railw ay markets and 

economics - chief economist 

(from 3/3/14) 

lump sum 60-65 lump sum 15-17.5 

Peter Antolik 

Director, highw ays monitor 

(from 16/3/15) 

0-5 0-2.5 1 - 1 

The 2013-14 CETV figures have been restated as incorrect data was included last year. 
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Fees of non-exeecutive bboard meembers  

2014-15 5 201 13-14 
£ £ £ 

Anna Walke er 121,200 0 120 0,000 
Bob Holland d (from 1/1/1 5) 5,444 4 -

Justin McC Cracken (from  1/8/14) 14,517 7 -

Michael Lug ger (from 1/8/ /14) 14,517 7 -

Mark Fairba airn 21,776 6 21 1,776 
Mike Lloyd (to 31/10/13 ) -- 12 2,703 
Peter Buck s (to 30/6/14 4) 5,444 4 21 1,776 
Ray O'Toole  e 21,776 6 21 1,776 
Stephen Ne elson (to 30/9 9/14) 10,888 8 21 1,776 
Steve Walk ker (to 31/12/ 13) -- 16 6,332 
Tracey Barl low 21,776 6 21 1,776 
Melvyn Nea ate* 4,000 0 4 4,000 

 

 

*independentt  Audit and Ri sk Committeee member  

In additionn  to the ammounts shoown above , non-execcutive direcctors are a lso entitledd to 
receive reeimbursemment of exp enses incuurred in rel ation to theeir duties. ORR mee ts the  
cost of thee tax due  oon  these taaxable ben efits. The  liability is ppaid  in the  year followwing the 
benefit.  

 

 

2014-15 
£ 

2013-14 
£ 

Benefits pa id or due 7,608 7,532 

Tax l iabil it  y 6,822 6,753 

 

 

Richard  PPrice  
Accountinng Officer  

28 May 20015 
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Statement of Accounting Officer’s responsibilities 
Under the Government Resource and Accounts Act 2000, ORR is required to prepare 
resource accounts for each financial year, in conformity with a Treasury direction, detailing 
the resources required, held, or disposed of during the year and the use of resources by 
ORR during the year. 

The resource accounts are prepared on an accruals basis and must give a true and fair 
view of the state of affairs of ORR and of the net resource outturn, resources applied to 
objectives, recognised gains and losses and cash flows for the financial year. 

The Treasury has appointed the Chief Executive as ORR's Accounting Officer with 
responsibility for preparing ORR's accounts and for transmitting them to the Comptroller 
and Auditor General. 

In preparing these resource accounts, the Accounting Officer is required to comply with the 
‘Government Financial Reporting Manual’ prepared by the Treasury and, in particular, to: 

� observe all relevant accounting and disclosure requirements, and apply suitable 
accounting policies on a consistent basis; 

� make judgements and estimates on a reasonable basis; 

� state whether applicable accounting standards, as set out in the ‘Government 
Financial Reporting Manual’, have been followed, and disclose and explain any 
material departures in the accounts; and 

� prepare the financial statements on a going concern basis. 

The relevant responsibilities of the Accounting Officer (including his responsibility for the 
propriety and regularity of public finances for which an Accounting Officer is answerable, 
for the keeping of proper records and for safeguarding ORR's assets) are set out in 
‘Managing Public Money’ published by the Treasury. 
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Governance statement 
This statement explains the governance arrangements of ORR, including the management 
of risk and resources. ORR is the independent safety and economic regulator for Britain’s 
railways, established on 5 July 2004 under the Railways and Transport Safety Act 2003. 

The board 

ORR is a non-ministerial Government department led by a statutory board currently 
consisting of non-executive directors (including the Chair) and executive directors 
(including the Chief Executive). The Secretary of State for Transport makes appointments 
to the board for a fixed term of up to five years, which is renewable, but can only remove 
individual members for grounds specified under section 1(3) of the Railways Act 1993. 
The board provides support and challenge on the effective running and long term strategy 
of ORR as well as on the department’s performance and risk management, and progress 
against delivery of our objectives and priorities. Members’ duties and responsibilities are 
set out in a code of conduct included in the board’s rules of procedure2. The board 
objectives are aligned to key business and risk management activities. The board held ten 
meetings in 2014-15.  

As part of a wide-ranging agenda during the year, the board: 
� considered regular reports on health and safety risks across the industry; 
� monitored the performance of Network Rail; 
� began to develop our thinking for the next periodic review (PR18); 
� discussed and determined applications for access to the network; and 
� took a close interest in development of a new function in relation to highways. 

Membership of ORR’s board as at 31 March 2015 was as follows: 

Non-executive directors 
Anna Walker (Chair), 5 July 2009 – reappointed until 31 December 2015 
Tracey Barlow, 1 February 2010 – reappointed to 30 April 2019 
Ray O’Toole, 5 September 2011 to 4 September 2015 
Mark Fairbairn, 5 September 2011 to 4 September 2015 
Michael Luger, 1 August 2014 to 31 July 2019 
Justin McCracken, 1 August 2014 to 31 July 2019 
Bob Holland, 1 January 2015 to 31 December 2019 

Left during the year: 
Peter Bucks, 5 July 2004 to 30 June 2014 

2 At http://orr.gov.uk/about-orr/who-we-are/the-board 
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Stephen Nelson, 5 September 2011 to 30 September 2014 

Executive directors  

Richard Price (Chief Executive), 16 May 2011 to 15 May 2016 
Ian Prosser (railway safety), 26 September 2008 to 25 September 2018 
Alan Price (railway planning and performance), 26 November 2012 to 25 November 2016 
Joanna Whittington (railway markets and economics), 3 March 2014 to 3 March 2019 

The board’s work is informed by a number of advisory committees with clearly defined 
terms of reference. The activities and functions of these committees are described below. 
Papers submitted to the board are normally scrutinised by one of the advisory committees 
first. Minutes of our board meetings are published on our website. 

Audit and Risk Committee 

The Audit and Risk Committee supports the board in its responsibilities for issues of risk 
control and governance and associated assurance. Its role is to review the 
comprehensiveness of assurances in meeting the board and the Accounting Officer’s 
assurance needs, and the reliability and integrity of those assurances, as well as to 
provide an opinion on how well the board and Accounting Officer are supported in decision 
making and in discharging their accountability obligations (particularly in respect of 
financial reporting and risk management). 

The Audit and Risk Committee comprises two non-executive directors (one of whom chairs 
the committee) and an independent member. Membership of the committee is reviewed 
every three years. 

The committee met five times during the year and areas considered included: 

� internal and external audit plans and progress against those plans, including 
progress made in implementing audit recommendations; 

� the robustness of ORR’s current risk management and control processes, and a 
proposed new risk management process for 2015-16; 

� the annual report and accounts and the governance statement; and 
� business critical processes and internal health and safety arrangements. 

Remuneration Committee 

The Remuneration Committee maintains a strategic oversight of the approach to 
remuneration, performance and reward, as well as other terms and conditions for all staff. 
It also has a specific role in reviewing the remuneration packages of ORR’s senior civil 
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servants including the Chief Executive. The committee comprises three non-executive 
directors, including the ORR Chair. 

The committee met five times during the year and areas considered included: 

� the performance of ORR’s senior civil servants during 2013-14; 
� ORR directors’ personal objectives for 2014-15; 
� ORR’s pay policy and non-consolidated performance-related pay awards for its 

senior civil servants; and 
� potential changes to the reward and grading arrangements for employees below 

SCS level. 

Safety Regulation Committee 

The Safety Regulation Committee’s role is to develop, maintain, review and update ORR’s 
health and safety regulatory strategy and the overall adequacy of arrangements to meet 
ORR’s statutory duties. It consists of a mix of non-executive and executive members. 

The committee met five times during the year and areas considered included: 

� ORR’s strategic approach to health and safety regulation; 
� emerging technical trends and safety challenges; 
� review of tools and processes for health and safety regulation; and 
� planning for ORR’s health and safety activity in 2015-16. 

Nominations  Committee  

Notwithstanding the Secretary of State’s responsibility for making appointments to the 
ORR board and the Chair’s role in leading the board, the purpose of the committee is to 
assist the Chair in developing recommendations to the Secretary of State for the 
recruitment and appointment of non-executive directors, developing succession planning 
for board committees and advising the Chair on reappointments of board members. The 
committee consists of non-executive members only and is chaired by the board chair. 

The committee met twice during the year to discuss: 

� induction arrangements for new non-executive directors; 
� membership of committees; 
� preliminary advice to the Department for Transport on recruitment of a new 

Chair; and 
� senior executive team succession planning. 

Office of Rail Regulation | June 2015	 Annual report 2014-15 | 58 



 

      

       
     

   
    

         
    

    

 
 
   
 

 
        

               
     

        
 

 

      
    

    
        

  
  

 

      
    

    
   

      
   

 
     

Board effectiveness 

The board and its standing committees are governed by the board’s rules of procedure. 
Committee chairs report formally to the board on their effectiveness and there is a formal 
appraisal system for all board members. The Chair’s performance is appraised by the non-
executive directors, led by the deputy Chair. The board and standing committees are 
required to review their own performance annually, and in June 2014 the board secretariat 
carried out an effectiveness review of the board to meet this. The report was considered 
by the board in October and covered four areas, namely: 

� decision-making and focus; 
� meetings management; 
� preparation, planning and agendas; and 
� membership and members. 

The review highlighted a wide-ranging, complex workload, and significant changes in 
personnel over the last two years, as key challenges to address. Work has also been 
undertaken during the year to improve internal processes to support more effective 
decision making at board level. A further review will be carried out in spring 2015. 
Board attendances are summarised on page 65. 

Conflicts of interest 

The board’s rules of procedure include strict guidelines on conflicts of interest. A register 
of board members’ interests is available on request, and members declare interests on 
agenda items at the start of every board and committee meeting. On the rare occasion 
where there is a conflict of interest the board must decide whether or not the relevant 
member must withdraw from the meeting during discussion of the relevant item and this is 
recorded in the minutes. 

Compliance with the corporate governance c ode 

ORR is a non-ministerial Government department with its functions vested in a statutory 
board appointed by the Secretary of State. On that basis, there are some departures from 
the model envisaged in the ‘Enhanced Departmental Board Protocol’ for ministerial 
departments, as follows: 

� the board reserves to itself any changes in its governance and scrutiny thereof, 
so there is no committee with responsibility for governance. The board reviews 
its governance and effectiveness annually. 

� the board does not include a finance director. 
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� the Remuneration Committee has a role in deciding individual reward for senior 
civil servants. This approach adds a useful element of independence and 
objectivity given the small size of the department. 

These exceptions aside, the board considers that ORR is compliant with the principles 
established in the corporate governance code. The board and senior team operates 
according to the recognised precepts of good corporate governance in business, namely: 
leadership; effectiveness; accountability; and sustainability. 

The executive 

As Chief Executive, I head ORR, and am also the Accounting Officer. Executive 
governance arrangements are based around three committees. Each committee involves 
a sub-set of executive directors as appropriate. 

� The Executive Committee meets weekly and oversees operational issues such 
as progress against the business plan and allocation of resource for business 
planning. 

� The Policy Committee meets fortnightly and oversees the development and 
implementation of regulatory policy. The committee is concerned with policy 
substance and alignment with strategy. 

� The Regulatory Interventions Committee meets fortnightly and oversees a 
range of enforcement issues across economic and safety functions. 

Business plan  

ORR produces and publishes an annual business plan, setting out resource requirements 
and key outputs planned for the coming financial year. Monthly internal reports on delivery 
of planned outputs form an important part of the assurance process, allowing the board 
and the executive to monitor the delivery of ORR’s objectives. This is drawn from a 
business management system which requires the input of milestones against all activities 
contributing to ORR’s strategic objectives. 

I sub-delegate budgets to directors as appropriate and hold quarterly meetings with each 
director to hold them to account for their expenditure against these delegated budgets, and 
their progress against business milestones. Each director has a number of officers to 
whom s/he may sub-delegate financial and purchasing authority. Records of these 
authorities and associated signatures are maintained within the finance team and are 
refreshed as required. 
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New roads function  

During 2014-15 legislation was passed to add a new function of strategic road network 
monitor to the ORR’s existing rail responsibilities. Necessary preparatory work during this 
process was undertaken by ORR staff, funded by the Department for Transport under the 
provisions of the Ministry of Transport Act 1919. Other than the funding treatment, the 
work was undertaken in line with all ORR’s existing controls and processes. 

Whistleblowing  

ORR’s whistleblowing policy is available to all staff on the intranet. There have been no 
whistleblowing complaints during 2014-15. In 2015-16 we intend to increase awareness of 
both the Civil Service Code and the whistleblowing policy, as good practice. ORR is a 
prescribed person under the Public Interest Disclosure Act 1998. 

Risk management strategy   

The board considers the key risks facing ORR annually as part of the business planning 
process. Management of these risks is delegated to the Executive Committee. The Audit 
and Risk Committee is responsible for assuring the Accounting Officer and the board on 
the adequacy of risk management processes. The board receives quarterly updates from 
the Audit and Risk Committee, which cover risk management. 

Strategic risks are recorded in a high level risk register (HLRR). This identifies risk owners 
(at director level) and describes mitigating actions along with progress and next steps on 
these. The HLRR is reviewed monthly by the Executive Committee and quarterly by the 
Audit and Risk Committee. HLRR risk owners are regularly invited to the Audit and Risk 
Committee to discuss the specific risks for which they are responsible. 

The assessment of operational-level risks and the identification of appropriate controls 
also form a key part of the business planning process. Each directorate considers these 
aspects and includes them in the working level planning documentation as appropriate. 
Risk owners have the opportunity at regular team and Executive Committee meetings, to 
escalate risk from project and activity to directorate level and from directorate level to the 
HLRR if necessary. 

During 2014-15 nine high level risks were identified, covering a wide range of issues from 
industry safety and Network Rail performance to ORR’s own capability. 

On safety, there has been no significant change in the risk landscape across both the 
mainline railway and London Underground. There has been a slight reduction in overall 
system risk and a notable, planned, reduction in level crossing risk. The UK rail network 
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remains one of the safest in the world with no major reported incidents this year, although 
there is never room for complacency. A number of tragic incidents on the railways in other 
countries in 2014-15 remind us that maintaining safety requires constant vigilance. 

There have been some concerns over train service performance and the reliability of data 
used by Network Rail during the year. Network Rail has also made less progress than 
expected on maintenance, renewals and enhancements. We continue to monitor these 
risks closely, taking appropriate action where necessary. In 2014-15 this has included 
formal safety enforcement on drainage, track quality and vegetation. We also launched a 
formal investigation into Network Rail’s enhancement delivery, and another into train 
performance, specifically for Southern and Govia Thameslink Railway, as well as 
Scotland. 

The reclassification of Network Rail to the public sector in September 2014 has created a 
new risk to ORR in terms of the public perception of the value of our role as the 
independent regulator of a public sector body. 

We have made good progress on our new skills and capability project in 2014-15, which 
will inform our workforce planning going forwards. 

Information assurance   

ORR maintains an information management strategy which sets out how we manage our 
information as a combined safety and economic regulator. We maintain a risk register on 
information risk and oversee our compliance with our Government information assurance 
requirements through an information security forum chaired by our senior information risk 
owner. This forum meets quarterly (or by exception) to monitor breaches in information 
security, recommend follow-up actions as appropriate, and to provide a central 
management point for matters relating to information assurance. 

ORR follows the requirements of Government’s security policy framework, and submits a 
report on information assurance annually to Cabinet Office. This year, our focus has been 
on ensuring that we are applying the right impact levels to the information we hold 
throughout the organisation. As a result of this work we are able to ensure that we have 
the appropriate security controls in place (both physical and electronic). We also continue 
to ensure that a good risk-appropriate security culture is embedded at ORR. With the 
removal of the business impact levels by the Cabinet Office we now hold information 
categorised as ‘official’ and have recently reaccredited ourselves with the public service 
network code of connection.  

On 28 March 2015 our electronic document management system, Mosaic, was seriously 
affected following some routine technical work, which led to users experiencing problems 
accessing files created before this date. Up to 10% of our documents were affected, but 
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only 5% of these are current documents. We continue to work with our partners to remedy 
the situation and restore documents where possible. However it is likely that a small 
proportion of the 5% of documents will be irretrievable. We will consider whether we need 
to report this incident to the Information Commissioner in 2015/16 once we have assessed 
the full extent of the problem. 

Personal  data  incidents  

We have experienced no information risk incidents in 2014-15 which we considered to be 
sufficiently significant for the Information Commissioner to be informed. We may need to 
report the Mosaic incident above once the full extent of the problem has been established. 

Internal  audit   

Our internal auditor, Grant Thornton, delivered a programme of audit reviews which was 
developed jointly with the executive and endorsed by the Audit and Risk Committee. The 
plan was designed to address the key risks facing the organisation and to provide 
assurance that ORR’s key business processes are fit for purpose. The most that the 
internal audit service can provide to ORR is reasonable assurance that there are no major 
weaknesses in those systems audited. In respect of the audits undertaken in the year to 
31 March 2015, their opinion is that ORR has adequate and effective systems over 
governance, risk management and control which provide moderate assurance regarding 
the effective achievement of ORR’s objectives. There are no significant issues to report. 
Recommendations made by Grant Thornton during the year have either been 
implemented already, or will be implemented in 2015-16. 

London fire  incident  

On 1 April 2015 a serious fire, caused by an electrical fault, took hold in the service tunnels 
underneath a road close to our London office. Extensive structural damage was caused to 
the tunnels such that all power, telephony and data cables for the nearby area were 
destroyed. Our business continuity procedures were successfully invoked, and staff were 
able to work remotely, either from home or from our contingency site. Staff were unable to 
return to the London office until 14 April 2015, but disruption to business delivery was 
minimal as a result of our contingency plans. We have incurred a small cost as a result of 
the incident but do not expect there to be any significant costs. 
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Accounti ng Officerr’s statemment 

As Accou nting Officcer, I am peersonally reesponsiblee and accoountable to Parliamennt for the 
organisatiion and qu ality of maanagementt in the deppartment, i ncluding itts use of puublic 
money annd steward ship of its assets. Thhe system oof internal control in place to suupport me 
in this cappacity accoords with a ll relevant HM Treas ury guidannce. 

My revieww of the effeectivenesss of the sysstem of inteernal contrrol for 20144-15 was innformed 
by assuraance statemments fromm directors across thee organisattion, and frrom the Auudit and 
Risk Commmittee. Th is is furtheer supporteed by indeppendent asssurances from internnal and 
external aaudit.  

I have connsidered thhe evidencce that sup ports this ggovernancce stateme nt and am assured 
that ORR has a stroong systemm of internaal control inn place to ssupport thee achievemment of its 
strategic oobjectives.  I have no disclosuree of contro l weaknessses to makke for 20144-15, 
other thann the Mosaaic documeent storagee issue discclosed aboove. 

Richard  PPrice  
Accountinng Officer  

28 May 20015 
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Board member committee attendances 


Member Board Audit & Risk 
Committee 

Remuneration 
Committee 

Safety 
Regulation 
Committee 

Nominations 
Committee 

Tracey Barlow 10/10 5/5 4/4 N/A 2/2 

Peter Bucks 3/3 N/A 2/2 N/A 1/1 

Mark Fairbairn 10/10 5/5 N/A 5/5 1/2 

Bob Holland 3/3 N/A N/A N/A 1/1 

Michael Luger 6/6 N/A 2/2 N/A 1/1 

Justin McCracken 6/6 N/A N/A 3/3 1/1 

Melvyn Neate* N/A 5/5 N/A N/A N/A 

Stephen Nelson 5/5 N/A 2/2 N/A 1/1 

Ray O’Toole 9/10 N/A N/A 4/5 2/2 

Alan Price 9/10 N/A N/A 5/5 N/A 

Richard Price 8/10 N/A N/A 5/5 N/A 

Ian Prosser 10/10 N/A N/A 5/5 N/A 

Anna Walker 9/10 N/A 3/4 4/5 2/2 

Joanna Whittington 10/10 N/A N/A N/A N/A 

*independent member of the Audit and Risk Committee 
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The certificate and report of the Comptroller and 
Auditor General to the House of Commons 
I certify that I have audited the financial statements of the Office of Rail Regulation for the 
year ended 31 March 2015 under the Government Resources and Accounts Act 2000. The 
financial statements comprise: the Statements of Comprehensive Net Expenditure, 
Financial Position, Cash Flows, Changes in Taxpayers’ Equity; and the related notes. I 
have also audited the Statement of Parliamentary Supply and the related notes. These 
financial statements have been prepared under the accounting policies set out within 
them. I have also audited the information in the remuneration report that is described in 
that report as having been audited. 

Respective responsibilities of the Accounting Officer and auditor  

As explained more fully in the Statement of Accounting Officer’s responsibilities, the 
Accounting Officer is responsible for the preparation of the financial statements and for 
being satisfied that they give a true and fair view. My responsibility is to audit, certify and 
report on the financial statements in accordance with the Government Resources and 
Accounts Act 2000. I conducted my audit in accordance with International Standards on 
Auditing (UK and Ireland). Those standards require me and my staff to comply with the 
Auditing Practices Board’s Ethical Standards for Auditors. 

Scope of  the audit of the financial statements  

An audit involves obtaining evidence about the amounts and disclosures in the financial 
statements sufficient to give reasonable assurance that the financial statements are free 
from material misstatement, whether caused by fraud or error. This includes an 
assessment of: whether the accounting policies are appropriate to the department’s 
circumstances and have been consistently applied and adequately disclosed; the 
reasonableness of significant accounting estimates made by the Accounting Officer; and 
the overall presentation of the financial statements. In addition I read all the financial and 
non-financial information in the annual report and governance statement to identify 
material inconsistencies with the audited financial statements and to identify any 
information that is apparently materially incorrect based on, or materially inconsistent with, 
the knowledge acquired by me in the course of performing the audit. If I become aware of 
any apparent material misstatements or inconsistencies I consider the implications for my 
certificate. 

I am required to obtain evidence sufficient to give reasonable assurance that the 
Statement of Parliamentary Supply properly presents the outturn against voted 
parliamentary control totals and that those totals have not been exceeded. The voted 
parliamentary control totals are Departmental Expenditure Limits (resource and capital), 
Annually Managed Expenditure (resource and capital), non-budget (resource) and Net 
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Cash Requirement. I am also required to obtain evidence sufficient to give reasonable 
assurance that the expenditure and income recorded in the financial statements have 
been applied to the purposes intended by Parliament and the financial transactions 
recorded in the financial statements conform to the authorities which govern them. 

Opinion  on regularity  
In my opinion, in all material respects: 

� the Statement of Parliamentary Supply properly presents the outturn against 
voted parliamentary control totals for the year ended 31 March 2015 and shows 
that those totals have not been exceeded; and 

� the expenditure and income recorded in the financial statements have been 
applied to the purposes intended by Parliament and the financial transactions 
recorded in the financial statements conform to the authorities which govern 
them. 

Opinion  on financial statements   
In my opinion: 

� the financial statements give a true and fair view of the state of the department’s 
affairs as at 31 March 2015 and of its net operating cost for the year then 
ended; and 

� the financial statements have been properly prepared in accordance with the 
Government Resources and Accounts Act 2000 and HM Treasury directions 
issued thereunder. 

Opinion on  other matters  
In my opinion: 

� the part of the remuneration report to be audited has been properly prepared in 
accordance with HM Treasury directions made under the Government 
Resources and Accounts Act 2000; and 

� the information given in the annual report for the financial year for which the 
financial statements are prepared is consistent with the financial statements. 

Matters  on  which I report  by  exception  

I have nothing to report in respect of the following matters which I report to you if, in my 

opinion: 
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� adequate accounting records have not been kept or returns adequate for my 
audit have not been received from branches not visited by my staff; or 

� the financial statements and the part of the remuneration report to be audited 
are not in agreement with the accounting records and returns; or 

� I have not received all of the information and explanations I require for my audit; 
or 

� the governance statement does not reflect compliance with HM Treasury’s 
guidance. 

Report   
I have no observations to make on these financial statements. 

Sir Amyas C E Morse 
Comptroller and Auditor General 

National Audit Office 
157-197 Buckingham Palace Road Victoria 
London SW1W 9SP 

3 June 2015 
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Statement of Parliamentary Supply 
In addition to the primary statements prepared under IFRS, the ‘Government Financial 
Reporting Manual’ (FReM) requires the Office of Rail Regulation to prepare a Statement of 
Parliamentary Supply (SOPS) and supporting notes to show resource outturn against the 
Supply Estimate presented to Parliament, in respect of each budgetary control limit. 

Summary of resource and capital outturn 2014-15 
2014-15 

£000 
2013-14 

£000 

Estimate Outturn 
Voted 

Outturn 
compared 

with 
Estimate: 
saving/ 
(excess) 

Outturn 

SoPS 
Note Voted 

Non-
Voted Total Voted 

Non-
Voted Total  Total 

£000 £000 £000 £000 £000 £000 £000 £000 

Departmental Expenditure Limit 
- Resource 
- Capital 
Annually Managed Expenditure 
- Resource 
- Capital 
Total Budget 
Non-Budget 
- Resource 
Total 

2.1 
2.2 

2.1 
2.2 

2.1 

3 
760 

-
-

-
-

-
-

3 
760 

-
-

3 
631 

-
-

-
-

-
-

3 
631 

-
-

-
129 

-
-

3 
798 

-
-

763 

-

-

-

763 

-

634 

-

-

-

634 

-

129 

-

801 

-
763 - 763 634 - 634 129 801 

Total Resource 
Total Capital 

3 
760 

-
-

3 
760 

3 
631 

-
-

3 
631 

-
129 

3 
798 

Total 763 - 763 634 - 634 129 801 
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Net cash requirem ent 2014-15 

SoPS note 2014-15 
£000 

Estimate 

4 2,000 

Administration costs 2014-15 

2014-15 
£000 

2014-15 
£000 

2013-14 
£000 

Estimate Outturn Outturn 
3 3 3 

2014-15 2013-14    
£000 £000 

Outturn Outturn 
compared 

w ith 

Outturn 

Estimate: 
saving/ 

(excess) 

(568) 2,568 1,989 

Figures in the areas outlined in bold are voted totals or other totals subject to 
parliamentary control. Although not a separate voted limit, any breach of the administration 
budget will also result in an excess vote. Explanations of variances between Estimate and 
outturn are given in SOPS note 2 and in the management commentary. 

Notes to the departmental resource accounts 
(Statement of Parliamentary Supply) 
SOPS1. Statement of accounting policies 
The Statement of Parliamentary Supply and supporting notes have been prepared in 
accordance with the 2014-15 ‘Government Financial Reporting Manual’ (FReM) issued by 
HM Treasury. The Statement of Parliamentary Supply accounting policies contained in the 
FReM are consistent with the requirements set out in the 2014-15 ‘Consolidated Budgeting 
Guidance and Supply Estimates Guidance Manual’. 

SOPS1.1 Accounting convention 

The Statement of Parliamentary Supply and related notes are presented consistently with 
Treasury budget control and Supply Estimates. The aggregates across Government are 
measured using national accounts, prepared in accordance with the internationally agreed 
framework 'European System of Accounts' (ESA95). ESA95 is in turn consistent with the 
system of national accounts (SNA93), which is prepared under the auspices of the United 
Nations. 

The budgeting system and the consequential presentation of Supply Estimates and the 
Statement of Parliamentary Supply and related notes, have different objectives to IFRS-
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based accounts. The system supports the achievement of macro-economic stability by 
ensuring that public expenditure is controlled, with relevant parliamentary authority, in 
support of the Government's fiscal framework. The system provides incentives to 
departments to manage spending well so as to provide high quality public services that 
offer value for money to the taxpayer. 

The Government's objectives for fiscal policy are set out in the charter for budget 
responsibility. These are to: 

� ensure sustainable public finances that support confidence in the economy, 
promote intergenerational fairness, and ensure the effectiveness of wider 
Government policy; and 

� support and improve the effectiveness of monetary policy in stabilising 
economic fluctuations. 

SOPS1.2 Comparison with IFRS-based accounts 

Many transactions are treated in the same way in national accounts and IFRS-based 
accounts, but there are a number of differences as detailed below. A reconciliation of the 
department's outturn as recorded in the SOPS compared to the IFRS-based SoCNE is 
provided in SOPS note 3.2. 

SOPS1.2.1 Receipts in excess of HM Treasury agreement 

This applies where HM Treasury has agreed a limit to income retainable by the 
department, with any excess income scoring outside of budgets, and consequently outside 
of the Statement of Parliamentary Supply. IFRS-based accounts will record all of the 
income, regardless of the budgetary limit. This situation may arise in the following areas: 
(i) profit on disposal of assets; (ii) income generation above department spending review 
settlements; and (iii) income received above netting-off agreements. 

SOPS1.2.2 Provisions - administration and programme expenditure 

ORR reports provisions as DEL non-cash expenditure when initially recognising or 
adjusting a provision and a cash transaction on releasing a provision. This is an 
exceptional arrangement agreed with HM Treasury and is in line with provisions 
recognised in IFRS-based accounts. ORR therefore does not recognise AME release of 
provision and does not require a reconciliation between the IFRS-based accounts and the 
Statement of Parliamentary Supply. 
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SOPS2. Net outturn 
SOPS2.1 Analysis of net resource outturn 

Spending in 
Departmental 
Expenditure 
Limit 
Voted: 

2014-15 £000 2013-14 £000 

Outturn Estimate Outturn 
Administration 

Total Net Total 
Net total 

compared to 
Estimate 

Net total 
compared to 

Estimate, 
adjusted for 
virements 

Total Gross Income Net 

A 12,681 (12,680) 1 1 1 - - 1 
B 16,199 (16,198) 1 1 1 - - 1 
C 446 (445) 1 1 1 - - 1 

Total 29,326 (29,323) 3 3 3 - - 3 

SOPS2.2 Analysis of net capital outturn 

Spending in 
Departm ental 
Expenditure 
Limit 
Voted: 

A 

B 

2014-15 
£000 

2013-14 
£000 

Outturn Estimate Outturn 

Gross Income Net Net 

Net total 
com pared 

to 
Estimates 

Net total 
compared 

to 
Estimates, 
adjusted 

for 
virem ents 

Net 

277 

354 

-
-

277 

354 

760 

-

483 

(354) 

-

-

361 

437 

C 

Total 

- - - - - - -

631 - 631 760 129 - 798 

Net resource outturn for 2014-15 was £3k, matching the Estimate of £3k. Net capital 
outturn was £631k. 
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SOPS2. Net outturn
SOPS2.1 Analysis of net resource outturn 

2014-15 £000 2013-14 £000

Outturn

Gross Income Net Total Net Total
Net total

compared to 
Estimate

Net total
compared to 

Estimate, 
adjusted for 
virements

Total

Spending in 
Departmental 
Expenditure
Limit
Voted:
A 12,681 (12,680) 1 1 1 - - 1
B 16,199 (16,198) 1 1 1 - - 1
C 446 (445) 1 1 1 - - 1

Total 29,326 (29,323) 3 3 3 - - 3

Administration
Outturn Estimate

SOPS2.2 Analysis of net capital outturn 
2014-15 

£000
2013-14 

£000
Outturn

Gross Income Net Net

Net total
compared

to
Estimates

Net total
compared

to
Estimates, 
adjusted

for
virements

Net

Spending in
Departmental
Expenditure
Limit
Voted:

A 277 - 277 760 483 - 361

B 354 - 354 - (354) - 437

C - - - - - - -

Total 631 - 631 760 129 - 798

Outturn Estimate

Net resource outturn for 2014-15 was £3k, matching the Estimate of £3k. Net capital 
outturn was £631k. 

 

      

 

 
 

 

 
 
 

 

 

  

 
 

 

 
 

 

 
 

 
 

 

    

 

      

  

SOPS3. Reconciliation of outturn to net operating cost and 
against administration budget 
SOPS3.1 Reconciliation of SOPS net resource outturn to SCNE net 
expenditure 

2014-15 2013-14 
£000 £000 

SoPS 
Note Outturn Outturn 

 Total resource outturn in statement of 
parliamentary supply Budget 2.1 3 3 

Net operating costs in Statement of 
Comprehensive Net Expenditure 3 3 

 

       

  

 

     
 

SOPS3.2 Outturn against SOPS final administration budget to SCNE 
administration expenditure 

2014-15 
£000 

2013-14 
£000 

Outturn Outturn 

Gross administration costs 
Gross income relating to administration costs 
Net outturn - administration costs 

29,326 
(29,323) 

3 

28,787 
(28,784) 

3 

Administration cost limit - Estimate 3 

The parliamentary control on administration costs applies to departments, agencies and 
other designated bodies. 
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SOPS4. Reconciliation of net resource outturn to net cash 
requirement 

 Net total 
outturn  

compared 
Estimate Outturn w ith  

 Estimate: 
 saving/ 

(excess) 
SoPS 
Note £000 £000 £000 

Resource outturn 2.1 3 3 -

 Capital outturn 2.2 760 631 129 
   Accruals to cash adjustments; 

Adjustments to remove non-cash items: 
Depreciation (882) (912) 30 

    New provisions and adjustments to previous provisions - (36) 36 
 Other non-cash items (67) (63) (4) 

      Adjustments to reflect movements in working balances: 
 Increase/(decrease) in receivables - (306) 306 

Decrease in payables 2,066 - 2,066 
 Use of provisions 120 115 5 

1,237 (1,202) 2,439 

 Net Cash Requirement 2,000 (568) 2,568 

 

         

      
 

SOPS5. Excess cash payable to the Consolidated Fund 
SOPS5.1 Analysis of income payable to the Consolidated Fund 

In addition to income retained by the department, the following income is payable to the 
Consolidated Fund (cash receipts being shown in italics). 

2014-15  2013-14 
Income 

£000 
Receipts 

£000 
Income 

£000 
Receipts 

£000 

  Excess cash surrenderable to the Consolidated Fund 568 568 - -
Total 568 568 - -

 
 SOPS5.2 Consolidated Fund income 

2014-15  2013-14 
£000 £000 

   Balance of Intergovernmental Commission levy due to be 
paid 
Total 

1,274 
1,274 

1,127 
1,127 
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Financial statements 
Statement of Comprehensive Net Expenditure 
For the year ended 31 March 2015 

2014-15 2013-14 
Note £000 £000 

Administration costs 
Staff costs 3 19,763 19,083 
Other administration costs 4 9,563 9,704 
Operating income 5 (29,323) (28,784) 

3 

3 

Total 3

Net operating cost 3

Net loss on:

 - Actuarial movement in year 38 45 

45 

48 

Total other comprehensive net expenditure 

Total comprehensive expenditure for the year ended 31 March  

38 

41 
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Statemment off  Finanncial Poositionn  
As at 31  MMarch 201 5
  

2015 2014 
N Note £000 £000 

 Non-current assets: 
Property, plan  nt and equipme ent 6 1,870 1,963 
Intangible ass sets 7 763 951 
Total non-cu  urrent assets 2,633 2,914 

 Current asse ets: 
 Trade and oth  her receivables s 8 603 909 

 Cash & cash equivalents 9 1,842 3,116 
 Total curren  t assets 2,445 4,025 
 Total assets 5,078 6,939 

Current liabi ilities: 
 Trade and oth  her payables 10 (7,072) (8,340) 

Provisions 11 (104) (228) 
 Total curren  t liabilities (7,176) (8,568) 

 Non-current assets less n net current liabbilities (2,098) (1,629) 

 Non-current liabilities 
Provisions 11 (670) (609) 
Other payable  es >1 year 10 - (6) 

 Pension liabil lities 11 (573) (528) 
(1,243) (1,143) 

 Assets less liabilities (3,341) (2,772) 

Taxpayers' e equity: 
General fund (3,485) (2,938) 
Revaluation r reserve 144 166 
Total taxpay y  ers' equity (3,341) (2,772) 

  

 

Richard  PPrice  
Accountinng Officer  

28 May 20015 



 

      

  

Statement of Cash Flows 
For the year ended 31 March 2015 

Note 2014-15 £000 2013-14 £000 
Cash flows from operating activities 
Net operating cost 2 (3) (3) 
Adjustments for non-cash transactions 4 1,011 1,048 
Decrease in trade and other receivables 8 306 1,376 
less movement in receivables relating to items not passing through 
statement of comprehensive net expenditure 8 

- (1,045) 

Increase/(Decrease) in trade and other payables 10 (1,274) 1,659 

 less movements in payables relating to items not passing through 
statement of comprehensive net expenditure 10 

1,355 (1,898) 

Use of provisions 11 (99) (284) 
Use of provisions - by analogy pension (16) (15) 
Net cash outflow from operating activities 1,280 838 

Cash flows from investing activities 
Property plant and equipment additions 6 (507) (497) 
Intangible non-current assets additions 7 (205) (352) 
Net cash outflow from investing activities (712) (849) 

Cash flows from financing activities 
From the Consolidated Fund (Supply) - current year - 2,000 
From the Consolidated Fund (Supply) - prior year - 1,045 
Advances from the Contingencies Fund 10,000 10,000 
Repayments to the Contingencies Fund (10,000) (10,000) 
Net financing - 3,045 

Net increase in cash and cash equivalents in the period 
before adjustment for receipts and payments to the 
Consolidated Fund 568 3,034 
Payments of amounts due to the Consolidated Fund (3,116) (1,164) 
Amounts due to the Consolidated Fund -  and not paid over 1,274 1,127 

Payments of amounts due to the Consolidated Fund (1,842) (37) 
Net increase/(decrease) in cash and cash equivalents 
after adjustments for receipts and payments to the 
Consolidated Fund (1,274) 2,997 
Cash and cash equivalents at the beginning of the period 9 3,116 119 
Cash and cash equivalents at the end of the period 9 1,842 3,116 
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Statement of Changes in Taxpayers’ Equity 
For the year ended 31 March 2015 

General fund 
Revaluation 

reserve 
 Total 

reserves 

Note £000 £000 £000 

   Balance as at 1 April 2013 (2,963) 188 (2,775) 

   Net parliamentary funding - drawn down 2,000 - 2,000 

   Amounts issued from the Consolidated Fund for 
 supply but not spent at year end (1,989) - (1,989) 

  Comprehensive net expenditure for the year 2 (3) - (3) 

    Actuarial loss relating to pension provision 11 (45) - (45) 

 Auditors remuneration 4 40 - 40 

 Additional depreciation charged for revaluation on 
assets 6 22 (22) -

   Balance as at 31 March 2014 (2,938) 166 (2,772) 

   Net parliamentary funding - drawn down - - -

 Excess cash surrenderable to the Consolidated 
Fund 10 (568) - (568) 

  Comprehensive net expenditure for the year 2 (3) - (3) 

    Actuarial loss relating to pension provision 11 (38) - (38) 

 Auditors remuneration 4 40 - 40 

 Additional depreciation charged for revaluation on 
assets 6 22 (22) -

   Balance as at 31 March 2015 (3,485) 144 (3,341) 

 

     
 

Note 1.15 describes the accounting treatments within the general fund and the revaluation 
reserve. 
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Notes to the departmental resource accounts 
1. Statement of accounting policies 
These financial statements have been prepared in accordance with the 2014-15 
‘Government Financial Reporting Manual’ (FReM) issued by HM Treasury. The accounting 
policies contained in the FReM apply International Financial Reporting Standards (IFRS) 
as adapted or interpreted for the public sector context. Where the FReM permits a choice 
of accounting policy, the accounting policy which is judged to be most appropriate to the 
particular circumstances of the ORR for the purpose of giving a true and fair view has 
been selected. The particular policies adopted by the ORR are described below. They 
have been applied consistently in dealing with items that are considered material to the 
accounts. 

In addition to the primary statements prepared under IFRS, the FReM also requires the 
department to prepare an additional primary statement. The Statement of Parliamentary 
Supply and supporting notes show outturn against Estimate in terms of the Net Resource 
Requirement and the Net Cash Requirement. 

ORR does not exercise in-year budgetary control over any other public or private body. 
ORR is a single entity department whose entire operations are within the accounting 
boundary reflected in these accounts. 

1.1 Accounting convention 

These accounts have been prepared under the historical cost convention, modified to 
account for the revaluation of property, plant and equipment. 

1.2 Basis of preparation 

The presentational and functional currency of ORR is pounds sterling. The financial 
statements are presented in thousands of pounds sterling (£000). 

1.3 Applicable accounting standards and interpretations issued but 
not yet adopted 

The final version of IFRS 9 ‘Financial Instruments’ was issued in July 2014. This replaces 
IAS 39 ‘Financial Instruments: Recognition and Measurement’. The effective date is 1 
January 2018. Endorsement by the EU is expected in the second half of 2015. It is 
expected that the application of IFRS 9 will have no significant impact on ORR’s financial 
statements. 

IFRS 13 ‘Fair Value Measurement’ has been endorsed by the EU and will be adopted by 
the FReM from 1 April 2015. IFRS 13 defines fair value and provides guidance on fair 
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value measurement techniques and disclosure requirements. It is not expected to have a 
significant impact on ORR’s financial statements. 

1.4 Tangible non-current assets 

Tangible non-current assets comprise fitting out costs, furniture, office and 
telecommunications equipment and computers, and are initially recognised at cost. The 
minimum level for capitalisation of a tangible non-current asset is £5,000. The grouping of 
assets below the threshold has been restricted to IT and fit-out costs. 

Tangible non-current assets are carried at fair value. Depreciated historic cost is used as a 
proxy for fair value as annual revaluations would not create a material difference to the 
carrying value of the assets. 

1.5 Depreciation 

Depreciation is provided at rates calculated to write off the valuation of tangible non-
current assets by equal instalments over their estimated useful lives. Lives are normally in 
the following ranges:  

Fitting out  costs (limited  to p eriod o f  remaining lease)   up to  15  years  
Furniture,  office  & t elecom e quipment     5 -  10 y ears  
Information technology  & purchased so ftware lic ences   3 - 5 years  

Depreciation is provided in the month after purchase or on bringing the asset into use. 

1.6 Intangible assets 

Purchased computer software licences and software development costs are capitalised as 
intangible non-current assets where expenditure of £5,000 or more is incurred. Software 
licences are amortised over the shorter of the term of the licence and the useful economic 
life. Software development costs are amortised over 5 years or the life of the asset, 
whichever is shorter. The useful economic life for software is normally 3 - 5 years. Website 
costs are amortised over 5 years. Amortised historic cost is used as a proxy for fair value 
as annual revaluations would not create a material difference to the carrying value of the 
assets. 

1.7 Cash and cash equivalents 

Cash and cash equivalents comprise cash in hand and current balances with banks. 
These are readily convertible to known amounts of cash and are subject to insignificant 
risk of changes in value, and have an original maturity of three months or less. The 
carrying amount of these assets approximates their fair value. 
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1.8 Operating income 

Operating income relates directly to ORR’s operating activities. It comprises licence fees, 
concession fees (HS1), road monitoring recharges, safety levies, safety related income 
and rental income which in accordance with FReM is treated as operating income. 
Operating income is stated net of VAT. 

Since all costs are recovered via licence fees, the safety levy or from the Department for 
Transport, which are invoiced based on estimated costs, any over-recovery is treated as 
deferred income within current liabilities, and any under-recovery is treated as accrued 
income within current assets. 

1.9 Administration costs 

Administration costs reflect the costs of running ORR. This includes both administration 
costs and associated operating income. 

1.10 Foreign exchange 

Transactions which are denominated in a foreign currency are translated into sterling at 
the rate of exchange ruling on the date of the transaction. Monetary assets and liabilities 
which are denominated in a foreign currency are translated at the closing rate of exchange 
at the year end date. 

1.11 Pensions 

Past and present employees are covered by the provisions of the Principal Civil Service 
Pension Scheme (PCSPS). The defined benefit schemes are unfunded. ORR recognises 
the expected cost of these elements on a systematic and rational basis over the period 
during which it benefits from employees' services by payment to the PCSPS of amounts 
calculated on an accruing basis. Liability for payment of future benefits is a charge on the 
PCSPS. In respect of defined contribution schemes, ORR recognises the contributions 
payable for the year. 

In addition, five present employees (2013-14: six) are covered by the provisions of the 
Railways Pension Scheme (RPS) which is contributory and funded. The scheme is a 
defined benefit scheme with the obligations met by the trustees. The benefits of the RPS 
are ultimately guaranteed by the Secretary of State. The amount paid in respect of these 
pensions is shown under staff costs in the Statement of Comprehensive Net Expenditure. 

Past rail regulators have separate pension arrangements that are broadly analogous with 
the PCSPS. Like the PCSPS, the pension arrangements are defined benefits and 
unfunded schemes. A provision to meet ORR's liability for future payment is included in 
these accounts. The provision is based on actuarial valuations carried out by the 
Government Actuary's Department. The amounts paid and provided under these pension 
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arrangements are included in the Statement of Comprehensive Net Expenditure and 
shown in note 11. 

1.12 Leases 

Operating leases 

Rentals due under operating leases are charged to the Statement of Comprehensive Net 
Expenditure over the lease term on a straight-line basis, or on the basis of actual rentals 
payable which fairly reflects the usage. Future payments, disclosed at note 12, 
‘commitments under leases’, are not discounted. 

Finance leases 

A finance lease is one that transfers substantially all the risks and rewards incidental to 
ownership of an asset. Interest charges due under finance leases are charged to the 
Statement of Comprehensive Net Expenditure. Future payments, disclosed at note 12, 
‘commitments under leases’, are discounted at the rate specified in the lease. 

1.13 Provisions 

ORR provides for legal or constructive obligations which are of uncertain timing or amount 
at the balance sheet date of the expenditure required to settle the obligation. Where the 
effect of the time value of money is significant, the estimated risk-adjusted cash flows are 
discounted using the real rate set by HM Treasury; currently short term (-1.5%), medium 
term (-1.05%) and long term (2.2%). 

The discount rate applied to provisions for voluntary early retirement and for past rail 
regulators' pension commitments is the Treasury’s post-employment benefits rate, which is 
1.30% net of price inflation (2013-14: 1.80%). 

1.14 Value added tax (VAT) 

Most of ORR’s activities are outside the scope of VAT and in general output tax does not 
apply and input tax on some purchases is not recoverable. Irrecoverable VAT is charged 
to the relevant expenditure category or included in the capitalised purchase cost of non-
current assets. Where output tax is charged or input VAT is recoverable, the amounts are 
stated net of VAT. 

1.15 Reserves 

The revaluation reserve was created to record historic increases in the value of certain 
fixed assets (fixtures and fittings and fitting out costs). When these assets are 
depreciated, the reserve is reduced by the amount of depreciation that relates to that part 
of the asset that was previously revalued. 
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The general fund records elements of the accounts which are not charged to the industry, 
and therefore do not pass through our income and expenditure account. These include, 
the effect of changes in accounting policy, actuarial gains and losses relating to our 
pension provision, auditors remuneration, cash to be returned to the Consolidated Fund 
and our token annual £3k operating cost for the year voted by Parliament. 

1.16 Going concern 

The Statement of Financial Position at 31 March 2015 shows a negative taxpayers’ equity 
of £3.341 million. This reflects the inclusion of liabilities falling due in 2014-15, including 
the repayment of surplus cash to the Treasury’s Consolidated Fund. Any liabilities in 
excess of cash receivable in year are financed mainly by drawings from the Contingencies 
Fund. Drawings from the Consolidated Fund are from grants of supply approved annually 
by Parliament, to meet ORR’s Net Cash Requirement. Under the Government Resources 
and Accounts Act 2000, no money may be drawn from the Fund other than required for the 
service of the specified year or retained in excess of that needed.  All unspent cash, 
including that derived from ORR’s income is surrendered to the Fund. 

In common with other Government departments, the future financing of ORR's liabilities is 
accordingly to be met by future grants of supply and the application of future income, both 
to be approved annually by Parliament. Such approval for amounts required for 2015-16 
has already been given. It has accordingly been considered appropriate to adopt a going 
concern basis for the preparation of these accounts. 

1.17 Contingent liabilities 

A contingent liability is a possible obligation arising from past events whose existence will 
be confirmed only by uncertain future events, or it is a present obligation arising from past 
events that are not recognised because either an outflow of economic benefit is not 
probable or the amount of the obligation cannot be reliably estimated. 

In addition to contingent liabilities disclosed in accordance with IAS 37, the department 
discloses for parliamentary reporting and accountability purposes certain statutory and 
non-statutory contingent liabilities where the likelihood of a transfer of economic benefit is 
remote, but which have been reported to Parliament in accordance with the requirements 
of ‘managing public money’. 

Where the time value of money is material, contingent liabilities which are required to be 
disclosed under IAS 37 are stated at discounted amounts and the amount reported to 
Parliament separately noted. Contingent liabilities that are not required to be disclosed by 
IAS 37 are stated at the amounts reported to Parliament. 
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Economic 
regulation 

£000 

Safety 
regulation 

£000 

Roads 
monitoring 

£000 

2014-15 

Total 
£000 

Economic 
regulation 

£000 

Safety
regulation 

£000 

 Roads 
monitoring 

£000 

2013-14 

Total 
£000 

Gross expenditure 

Gross income 

12,681 

12,680 

16,199 

16,198 

446 

445 

29,326 

29,323 

13,021 

13,020 

15,736 

15,735 

30 

29 

28,787 

28,784 

Net expenditure 1 1 1 3 1 1 1 3 

2. Statement of operating costs by operating segment 


Short description of segments 

Economic regulation – as the economic regulator of the mainline railway, ORR sets 
Network Rail’s funding to enable it to carry out its work efficiently, ensuring that it delivers 
the agreed outputs whilst improving its own efficiency. 

Safety regulation – ORR regulates the health and safety of the entire mainline network in 
Britain as well as London Underground, light railway, trams and heritage sector. 

ORR is a combined safety and economic regulator for the rail industry. The segments 
above have been established by reference to the cost of work carried out in respect of 
these two functions, plus corporate activities allocated to safety and economic regulation 
on the basis of their direct costs. 

No individual train operating company contributes more than 10% of ORR income. 
However Network Rail paid £4.1 million in safety levy in 2014-15 (£4.1 million in 2013-14). 

Roads monitoring – in 2014-15 ORR continued to undertake preparatory work on behalf 
of the Department for Transport (DfT), to assess the feasibility of cost and efficiency 
monitoring for a possible new strategic roads authority. ORR has recharged DfT on a full 
cost recovery basis for this work, less £1k which is the token amount voted by Parliament 
for this activity. 

The analysis of services for which a fee is charged is provided for fees and charges 
purposes, not IFRS 8 purposes. 
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3. Staff numbers and related costs 
Staff costs comprise:  

 

2014-15 2013-14 
£000 £000 

Permanently 
employed 

staff Others Total Total 
Wages and salaries 14,835 669 15,504 15,106 
Social security costs 1,385 26 1,411 1,459 
Other pension costs 2,962 - 2,962 2,912 
Sub Total 19,182 695 19,877 19,477 
Less recoveries in respect of outward secondments (114) - (114) (394) 
Total net costs* 19,068 695 19,763 19,083 

*2014-15 no staff costs  have been capitalised in 2014-15 
*2013-14 £43k staff costs not included above have been capitalised and appear in Note 7 

 
All of ORR staff and related costs are char ged to  administration bu dgets. 
 
The Principal Civil Service Pension Scheme (PCSPS) is an  unfunded multi-employer  
defined benefit scheme  in which ORR is u nable to identify  its share of the  underlying  
assets and  liabilities. The  scheme actuary (Hewitt B acon &   Woodrow)  valued  the  scheme  
as at  31 M arch  2012. Details can  be foun d in  the resource accounts  of  the Ca binet Office: 
Civil Superannuation3. 
 
In 2014-15,  employers’ contributions of £2,850,532 we re payable to t he PCSPS (2013-14: 
£2,820,565) at one o f  four r ates in t he range 16.7% to 24.3%  (2013-14: 16.7% to  24.3%) 
of pensionable pay,  based  on salary bands. The scheme’s actuary reviews employer 
contributions  usually every four years following a  full scheme valuation.  The contribution  
rates reflect  benefits  as they are  accrued, not  when  the costs are actually incurred, and  
reflect past  experience of the scheme. 
 
Employees can opt  to open a partnership pension account, a stakeholder pension with  an  
employer contribution. Employers’  contributions of  £11,984 were paid to   one or  more of  a 
panel of two appointed stakeholder pe nsion  providers (2013-14: £23,162). Employer  
contributions  are ag e-related and  range  from  3% to 12.5% of  pensionable pay.  Employers 
also m atch  employee contributions up to 3% of pensionable pay.  In ad dition, employer  
contributions of £521 (0.8%) of pensionable  pay, were  payable to the  PCSPS to cover the 
cost  of the future provision of lump sum  benefits on death in service or ill health re tirement 
of these employees (2013-14: £1,803, 0.8%).  There were n o co ntributions due to the 
partnership pension providers at 31 March  2015 (3 1 March 2014:  £8,311). 

                                             
3  http://www.civilservicepensionscheme.org.uk/about-us/resource-accounts/  



 

      

 
  

 
 

     
  

  
       

      
      

     
        

   
 

    
   

    
   

 

      

 

 

   

 

One person (2013-14: no persons) retired early on ill-health grounds. There were no 
additional accrued pension liabilities (2013-14: £nil). 

The Railway Pension Scheme (RPS) is a funded multi-employer defined benefit scheme 
administered by Railway Pensions Trustee Company Limited. This is a defined benefit 
scheme which prepares its own scheme statements. Details of the RPS pension 
statements can be found in the annual report and accounts of the RPS 
(www.railwaypensions.co.uk). Employer contributions of £57,631 were paid to the trustees 
of the RPS in 2014-15 at a rate of 1.525 times the individual member's contributions, on 
the basis of actuarial valuations (2013-14: £77,307, 2.374 times). ORR matches some of 
the BRASS2 contributions (an AVC scheme) made by the members. In 2014-15, matching 
contributions of £2,608 were made (2013-14: £2,405). 

With regard to the accrued pension costs for former Chairs and past rail regulators, no 
notional contributions (as advised by the Government Actuary) have been charged to the 
Statement of Comprehensive Net Expenditure, (2013-14: £nil). The liability at 31 March 
2015 is estimated at £573,000 (31 March 2014: £528,000). 

Average number of persons employed 

The average number of whole-time equivalent persons employed during the year was as 
follows: 

Segment 

1. Economic Regulation 

Permanent 
Staff 

113 

Others 

3 

2014-15 
Number 

Total 

116 

2013-14 
Number 

Total 

119 

2. Safety Regulation 156 2 158 158 

3. Roads Monitoring 

Staff engaged in capital projects 

Total 

2 

-

271 

1 

-

6 

3 

-

277 

-

1 

278 

Included in  "Others" are: 

   

 

Others Number Cost (£000) 
Non-executive directors (NEDs) 9.0 267 
(taking into account NEDS who did not work a full year) 

Agency staff 3.6 
Specialist contractor 1.8 
Consultant 0.7 
Total (excluding NEDs) 6.1 540 
Total 15.1 807 
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3.1 Reporting of civil service and other compensation schemes – exit 
packages 

Redundancy and other departure costs have been paid in accordance with the provisions 
of the Civil Service Compensation Scheme, a statutory scheme made under the 
Superannuation Act 1972. Exit costs are accounted for in full either prior to the year of 
departure or in the year of departure. Where ORR has agreed early retirements, the 
additional costs are met by the department and not by the Civil Service Pension Scheme. 
Ill-health retirement costs are met by the pension scheme and are not included in the table 
below. 

2014-15 2013-14 
 Total number of Total number of  

Exit package cost band 

Number of  
 compulsory 

redundancies 

Number of other 
departures  

agreed 

 exit packages by 
 cost band (total 

cost) 

Number of  
 compulsory 

redundancies 

Number of other  
departures  

agreed 

 exit packages by 
 cost band (total 

cost) 
<£10,000 - - - - - -

£10,000 - £25,000 - - - - - -

£25,001 - £50,000 - - - - - -

£50,001 - £100,000 - - - - - -

£100,001 - £150,000 - 2 2 - - -

£150,001 - £200,000 - - - - - -

Total number of exit packages  - 2 2 - - -

Total resource cost £000 - 271 271 - - - 
 

    
   

             
   

     

One of the above redundancies elected to take early retirement, using their redundancy 
payment to buy out the actuarial reduction of their pension.  Under the Civil Service 
Compensation Scheme, if the compensation payment is insufficient to buy out the actuarial 
reduction, the employer must cover the shortfall. As a result, ORR incurred an additional 
cost of £44,355. This is included in the £271k above. 
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4. Other administrative costs 

2014-15 2013-14 

£000 £000 
Rental under operating leases: 
Hire of office equipment 9 1 
Other operating leases 912 912 

921 913 

Non-cash items: 
Depreciation 497 419 
Amortisation 415 430 

  Interest charges in respect of by analogy pension scheme 23 19 
 Auditors' remuneration and expenses 40 40 

975 908 

Provisions: 
 Provision for redundancy costs 10 24 

Provision for dilapidations 26 116 
36 140 

Other: 
Travel and subsistence 882 858 
Hospitality 81 82 
Consultancies 1,471 1,700 

 IT & Telecoms 2,368 2,214 
Landlord service charges & rates 1,105 996 

  Printing & stationery 118 154 
  Recruitment & training 455 522 

Staff-related (including staff restaurant) 152 259 
Building-related 225 284 
External services - internal audit, payroll, banking and finance 262 228 
External services - other 489 431 

 Other costs 23 15 
7,631 7,743 

9,563 9,704 

 

 
 

 
 

 

    
 

 

5. Income 


Licence fees 
Note 

2014-15 
£000 
13,419 

2013-14 
£000 
13,790 

Less: income deferred to future year 
Safety levy and related safety income 
Less: income deferred to future year 
Income from roads monitoring preparatory work 

10 

10 

(862) 
16,211 

(304) 
446 

(809) 
16,036 

(665) 
29 

Miscellaneous income* 413 
29,323 

403 
28,784 

*Miscellaneous income consists mainly of costs awarded to ORR arising from successful 
safety prosecutions, costs recovered from other organisations resulting from ORR safety 
inspectors being engaged to work on their behalf, and rental income. 
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6. Property, plant and equipment 

Fitting  Furniture, office 

out  equipment & Information 
costs telecoms technology Total 
£000 £000 £000 £000 

  Cost or valuation 
 At 1 April 2014 3,747 1,259 238 5,244 

Additions 226 83 95 404 
Disposals - - - -

 At 31 March 2015 3,973 1,342 333 5,648 

Depreciation 
 At 1 April 2014 2,112 1,103 66 3,281 

Charged in year 305 103 67 475 
Disposals - - - -
Revaluations 22 - - 22 

 At 31 March 2014 2,439 1,206 133 3,778 

   Carrying amount at 31 March 2015 1,534 136 200 1,870 
   Carrying amount at 31 March 2014 1,635 156 172 1,963 

 Asset financing 
Owned 1,534 132 200 1,866 
Finance lease - 4 - 4 

   Carrying amount at 31 March 2015 1,534 136 200 1,870 

Fitting  Furniture, office 
out  equipment & Information 

costs telecoms technology Total 
£000 £000 £000 £000 

  Cost or valuation 
 At 1 April 2013 3,425 1,152 116 4,693 

Additions 322 107 122 551 
Disposals - - - -

 At 31 March 2014 3,747 1,259 238 5,244 

Depreciation 
 At 1 April 2013 1,788 1,049 25 2,862 

Charged in year 302 54 41 397 
Disposals - - - -
Revaluations 22 - - 22 

 At 31 March 2013 2,112 1,103 66 3,281 

   Carrying amount at 31 March 2014 1,635 156 172 1,963 
   Carrying amount at 31 March 2013 1,637 103 91 1,831 

 Asset financing 
Owned 1,635 126 172 1,933 
Finance lease - 30 - 30 

   Carrying amount at 31 March 2014 1,635 156 172 1,963 
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7. Intangible assets 


System  Softw are  Assets under  Total  
developments licences Website construction £000 

Cost or valuation 
At 1 April 2014 1,799 418 151 - 2,368 
Additions 78 7 6 136 227 
At 31 March 2015 1,877 425 157 136 2,595 

Amortisation 
At 1 April 2014 1,058 357 2 - 1,417 
Charged in year 361 23 31 - 415 
At 31 March 2015 1,419 380 33 - 1,832 

  Carrying am ount at 31 March 2015 458 45 124 136 763 
  Carrying am ount at 31 March 2014 741 61 149 - 951 

Asset financing: 
Ow ned 458 45 124 136 763 

Carrying am ount as at 31 March 2015 458 45 124 136 763 

System  Softw are  Assets under   Total 
developments licences Website construction £000 

Cost or valuation 
At 1 April 2013 1,739 382 - - 2,121 
Additions 60 36 151 - 247 
At 31 March 2014 1,799 418 151 - 2,368 

Amortisation 
At 1 April 2013 721 266 - - 987 
Charged in year 337 91 2 - 430 
At 31 March 2014 1,058 357 2 - 1,417 

  Carrying amount at 31 March 2014 741 61 149 - 951 
  Carrying amount at 31 March 2013 1,018 116 - - 1,134 

Asset financing: 
Ow ned 741 61 149 - 951 

Carrying amount as at 31 March 2014 741 61 149 - 951 

£136k of costs have been included within ‘assets under construction’, for ongoing 
development of our ‘Sharepoint’ operating system. This will be brought into use in 2015-
16. 
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8. Trade receivables and other current assets 
8(a) Analysis by type 

31 March 31 March 
2015 2014 
£000 £000 

 Amounts falling due within one year 
Trade receivables 1 355 
Staff receivables 89 84 
Prepayments and accrued income 393 355 
HM Revenue and Customs (VAT) 119 105 

  Amounts falling due after more than one year 
Prepayments and accrued income 1 10 

Total at 31 March 603 909 

 

   
     

     

 

 
 

  

Included in staff receivables are travel season ticket loans for 58 employees totalling 
£80,095 (2013-14: £76,842 for 51 employees) and £8,449 relating to other advances 
made to 28 employees (2013-14: £7,474 to 32 employees). 

8(b) Intra-government balances 

 Amounts falling Amounts falling 
 due within due after more 

one year than one year 

£000 £000 
2014-15 2013-14 2014-15 2013-14 

Balances with other central government bodies 276 493  -  -
Balances with local authorities 23 11  -  -
Balances with bodies external to government 303 395 1 10 

 Total receivable at 31 March 602 899 1 10 
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9.  Cash and cash equivalents 

Balance at 1 April 
Net change in cash balances 

2014-15 2013-14  
£000 £000 

3,116 
(1,274) 

119  
2,997 

Balance at 31 March 1,842 3,116  

 
The following balances at 31 March were held at: 
Government Banking Service 1,807 3,102 

 Commercial banks and cash in hand 
 Balance at 31 March 

35 14  
1,842 3,116 

 
 

 
10. Trade payables and other current liabilities 
10(a) Analysis by type 

31 March  31 March 
2015 2014 
£000 £000 

Amounts falling due within one year 
Other taxation and social security 7 7 

 Trade payables 396 350 
 Other payables 759 740 

Accruals 2,896 2,579 
Deferred income 1,166 1,524 

 Finance leases 6 24 
     Balance of Intergovernmental Commission levy payable to the Consolidated Fund 1,274 1,127 

  Excess cash surrenderable to the Consolidated Fund 568 -
   Amounts issued from the Consolidated Fund for supply but not spent at year end - 1,989 

   Total current liabilities at 31 March 7,072 8,340 

 Amounts falling due after more than one year 
 Finance leases - 6 

- 6 

  Total trade payables and other current liabilities 7,072 8,346 
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10(b) Intra-government balances 

Amounts falling due 
Amounts falling due within   after more than one 

one year year 
£000 £000 £000 £000 

2014-15 2013-14 2014-15 2013-14 

 Balances with other central government bodies 1,849 3,166 - - 
  Balances with bodies external to government 5,223 5,174 - 6 

  Total payable at 31 March 7,072 8,340  - 6 

 

 

 
     

  
      

     
  

11. Provisions for liabilities and charges 
The provision for early retirement was established to provide for future retirement benefits 
of employees who have retired early. The provision for accommodation has been 
established in order to satisfy the obligation to return our offices to their original condition. 
The provision has been calculated on a cost per square foot basis and discounted from the 
end of the lease date. The ‘other’ provision is for a potential VAT liability. 

 Early 2013-14 

retirement Accommodation Other Total Total 

£000 £000 £000 £000 £000 

Balances at 1 April 2014 148 644 45 837 981
 
(No longer required)/provided for in year 9 31 - 40 143
 
Provisions utilised in the year (99) - - (99) (284)
 
Borrowing costs (unwinding of discounts) 1 (5) - (4) (3)
 
Balance at 31 March 2015 59 670 45 774 837
 

  

Analysis of expected timing of discounted flows 

 

  
   

   

 

 

Early 2013-14 
Retirement Accommodation Other Total Total 

£000 £000 £000 £000 £000 
Not later than one year 59 - 45 104 228 

Later than one year and 
not later than five years - 670 - 670 36 

Later than five years - - - - 573 

Balance at 31 March 2015 59 670 45 774 837 
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Only two individuals remaining as part of the early retirement scheme, which is expected 
to be fully utilised in 2015-16. 

Details for by-analogy defined benefit pension schemes 

As at As at 
31 March 2015 31 March 2014 

 Liability in respect of: 
  Active members 

£000 
 -

£000 
 -

  Deferred pensioners 
  Current pensioners 
Total present value of scheme liabilities 

244 
329 
573 

217 
311 
528 

 
 
 

 

     
     

       
    

  
 

        
     

 
   

 
    

 

As at As at 
March March 

2015 2014 
Liability calculation 
Present value of scheme at 1 April 
Current service cost (net of employee contribution) 
Employee contribution 
Interest cost 

£000 
528 

-
-

23 

£000 
479 

-
-

19 
Actuarial (gain)/loss 
Benefits paid 
Past service cost 

38 
(16) 

-

45 
(15) 

-
Balance at 31 March 573 528 

Former rail regulators benefit from a defined benefit pension scheme by-analogy with the 
PCSPS. An actuarial assessment was carried out on the scheme by the Government 
Actuary's Department (GAD) as at 31 March 2015. In 2014-2015 ORR contributed £23k 
(2013-14: £19k) in respect of interest costs. The current Chair has no pension 
arrangements with ORR. 

The pension provision is unfunded, with benefits being paid as they fall due and 
guaranteed by the employer. There is no fund, and therefore no surplus or deficit. 

ORR has recognised all actuarial gains and losses immediately through the general fund. 

As there are no active members in the scheme the estimated contributions for 2014-2015 
are nil. 
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History of experience losses/(gains) 
Year Ending Year Ending Year Ending Year Ending Year Ending 

31/03/2015 31/03/2014 31/03/2013 31/03/2012 31/03/2011 
Experience losses/(gains) 
arising on the scheme liabilities 
Amount (£000) (4) 5 1 12 11 
Percentage of scheme liabilities at end of year -0.7% 0.9% 0.2% 2.7% 2.5% 

Life expectancy at retirement 

Under IAS 19 employers are required to disclose any other material actuarial assumptions 
used for the assessment. Accordingly the life expectancies shown below illustrate the 
longevity assumption used for the assessment. 

Illustrative life expectancies at ages 60 and 65 for future pensioners as at 31 March 2014 
and 2015 are based upon members aged 40 at these dates. 

Current Pensioners  As at 31 March 2015 As at 31 March 2014 
Exact Age Men (years) Women (years) Men (years) Women (years) 

60 29.1 31.3 29.0 31.2 
65 24.2 26.4 24.1 26.2 

Future pensioners   As at 31 March 2015 As at 31 March 2014 
Exact Age Men (years) Women (years) Men (years) Women (years) 

60 31.4 33.6 31.3 33.5 
65 26.9 29.0 26.8 28.9 

  
      

  

Cumulative amount of actuarial gains and losses 

The cumulative actuarial loss for the year to 31 March 2015 amounts to £254,000 (31 
March 2014: £216,000). 

Present value of scheme liabilities 

Value at Value at Value at Value at Value at 
31/03/2015 31/03/2014 31/03/2013 31/03/2012 31/03/2011 

£000 £000 £000 £000 £000 

 Liability in respect of: 
Active members - - - - -
Deferred pensioners 244 217 189 168 152 
Current pensioners 329 311 290 278 269 

Total present value of scheme liabilities 573 528 479 446 421 
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12. Financial and capital commitments 
12.1 Capital commitments 

At 31 March 2015 ORR had capital commitments of £14k in relation to furniture and 
telecommunications. 

12.2 Commitments under leases 
12.2.1 Operating leases 

Total future minimum lease payments under operating leases are given in the table below, 
analysed according to the period in which the lease expires. 

Restated 
31 March  31 March 

2015 2014 
£000 £000 

    Obligations under operating leases comprise: 
Buildings 

   Not later than one year 
     Later than one year and not later than f ive years 
 Later than f ive years 

1,149 
4,237 

372 
5,758 

1,163 
4,471 
1,208 
6,842 

Other 
   Not later than one year 

     Later than one year and not later than f ive years 
 Later than f ive years 

14 
34 

-
48 

-
-
- 
- 

The 2013-14 operating leases figures have been restated to include irrecoverable VAT of 
£622k which had been incorrectly excluded. Obligations under operating leases had 
previously been reported as £6,220k. 

During 2014-15 we entered into an operating lease for the supply of printers, starting in 
May 2015. 

There is an implied operating lease in part of the contractual arrangements we have in 
place for the provision of information technology managed services to the organisation. 
ORR had a contract from July 2011 to June 2015 for the provision of a fully managed 
service for a complete range of information technology services. The contract has been 
extended for an additional two years. ORR pays an amount based on the number of users 
with a service charge per user depending on whether a desktop or laptop unit is used. 
However, the price per unit includes all other information services such as the provision of 
an offsite data centre (which is not exclusively used by ORR); the staffing of service desk 
support; TUPE arrangements for eight transferred staff; server infrastructure; local area 
network infrastructure; wide area network infrastructure; data and file storage; installation 
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and support of ORR software; office relocation and decommissioning work; security 
network compliance to ‘official’ (previously IL3) standard; the Government’s secure 
intranet; video conferencing and remote access arrangements; contract management and 
support. As a result, it is impracticable to separate the lease payments for the various 
items of hardware, from all other IS services paid under the contract. 

The estimated value of our information technology managed services (based on current 
levels of service delivery) is £1.808 million per annum. 

12.2.2 Finance leases 

Total future minimum lease payments under finance leases are given in the table below for 
each of the following periods. 

  

 
   

      
 
  

 

31 March 31 March 
2015 2014 
£000 £000 

Leases other than buildings 
Not later than one year 7 27 
Later than one year and not later than five years - 7 
Later than five years - -
Less interest element (1) (4) 

6 30 

 

     
   

 
      

   

     
  

    
     

      
  

The total amount charged in the Statement of Comprehensive Net Expenditure in respect 
of the service element of finance leases was £2,925 (2013-14: £3,912). 

12.4 Other financial commitments 

Apart from the capital commitments and lease commitments mentioned above ORR has 
not entered into any non-cancellable contracts for any new expenditure as at 31 March 
2015 (31 March 2014: £nil). 

13. Losses and special payments 
There were no losses or special payments in excess of £300,000, either individually or in 
aggregate, in 2014-15 or 2013-14. 

14. Financial instruments 
Because of the largely non-trading nature of its activities and its licence fee and safety levy 
financing structure, ORR does not face significant medium to long-term financial risks. 

As the cash requirements of the department are mainly met through the licence fee and 
safety levy, with advances from the Contingencies Fund to cover timing differences 
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between income and expenditure, financial instruments play a more limited role in creating 
and managing risk than would apply to a non-public sector body of a similar size. 

The majority of financial instruments relate to contracts for non-financial items in line with 
the department’s expected purchase and usage requirements and the department is 
therefore exposed to little credit, liquidity or market risk. 

Interest rates and foreign currency risks 

ORR is not exposed to any significant interest rate or foreign currency risks. 

Fair values 

The carrying amounts for current assets (Note 8) and current liabilities (Note 10) 
approximate to their fair value due to their short term nature. 

There is no material difference between the book values and fair values of ORR's financial 
assets and liabilities as at 31 March 2015. 

15. Contingent liabilities disclosed under IAS 37 
Under the terms of the lease on our One Kemble Street building, we are subject to a rent 
review, which can be backdated to 25 December 2014. Headlease negotiations have 
opened between the lead tenant of the building and the building owner. The outcome of 
the negotiations is likely to result in an increase to the rent paid by ORR. We are unable to 
reliably assess the quantum of the rent increase as it is dependent upon uncertain events 
in the future. 

We have been informed by an external consultant that there were errors in schedule 8 
payment rates that they calculated as part of the 2013 periodic review. We have informed 
the rail industry of the error and are working with the Department for Transport, Network 
Rail and the consultant to identify the scale of the problem, and to resolve this matter. We 
are currently unable to reliably assess the timing or quantum of any potential payments 
that may need to be made between the parties. 

16. Related party transactions 
In addition to balances due to the Consolidated Fund (see note 10) regarding excess cash 
and Intergovernmental Commissionaire levy, there have been a small number of 
transactions with other Government departments and other central Government bodies. 

No board member, key manager or other related parties has undertaken any material 
transactions with ORR during the year. 
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17. Events after the reporting period 
There have been no reportable events between the end of the reporting period and the 
date the accounts were certified, the authorised for issue date. 
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