A ‘franchise’ is a contract for
passenger rail services, advertised
by Government and awarded via
a process of competitive tender.

A franchisee usually takes most
of the commercial risk, and
some have been forced to
surrender their contracts when
revenue fell short. The contract
often includes premiums payable
to the DfT, but subsidies may

be agreed in some cases.

A typical franchise lasts seven
years, but some last as long as
15 years (the longest yet
awarded was for 20 years) and
others can be for two years or
even less. Such short terms are
usually only offered when the
DfT is attempting to plug a gap
in its franchising timetable.

This infographic shows the
main parties with which a
franchisee must deal.

Franchises should be
distinguished from concessions.

Concessions include little or

no commercial freedom, and
oblige the operator to provide

a tightly-specified service for a
management fee. However, some
modest incentives or penalties
for significant variations in
expected performance are usual.

British rail passenger franchises

Parliament provides
statutory and other
authorities, such

as powers to make
bylaws. MPs can also
question operators

Office of Rail and Road issues

operating licences, monitors

and enforces safety, makes L )
decisions about train ‘paths’

(slots) in consultation with

Network Rail and settles industry disputes e

Passenger Focus and London TravelWatch ®
are statutory consumer protection
groups who represent train, tram

and bus passengers. @) They consider
complaints only where there is no
agreement between the operator and
the aggrieved passenger LN
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Fares paid by passengers are the main source
of revenue (plus subsidies if these are due from
the DfT). An operator can decide the level of
‘unregulated’ fares, which include advance fares
and off-peak journeys but generally exclude
season tickets and reduced-fare saver’ returns

Some revenue also comes from station traders’ rents, car park charges and the

sale of advertising spaces on trains and stations, but operators must pay for train
and building leases and maintenance, fuel, staff uniforms, insurance, administration
overheads, legal fees, marketing and communications. A franchise contract often
includes commitments to invest in some assets, such as upgrading stations or trains

Department for Transport sets objectives,
runs franchise competitions, monitors
performance and contract compliance, and
either receives premiums or pays subsidies.
The DfT Rail Accident Investigation Branch
inquires into accidents but does not

try to allocate blame or decide liability. The
DfT subsidiary Directly Operated Railways is
the ‘operator of last resort’ if a franchise fails

Staff are employed
on trains, at stations
- and traincare depots,
and also for office
administration. Many

are members of one
of several unions
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ROSCOs (rolllng stock leasing
companies) charge for
providing the trains

Network Rail charges fees for track, station
THIIT and depot access, regulates train movements
R AR and maintains the infrastructure

Department
for Transport
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Delays caused by operators — through

train failures, for example — incur charges
payable to Network Rail. If delays are caused
by infrastructure problems, such as faulty
signals or points, then Network Rail is

liable. ‘Delay attribution’ minutes are
calculated regularly and a balance is struck
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