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Presentation plan
-

1. European view on railway infrastructure
charging
2. Rallway infrastructure charging in France

3. Project financing in the railway sector in
—rance




European view on railway
Infrastructure charging

Directive 91/440/EEC on the development of the community's
railways;

Directive 95/19/EEC on the allocation of railway infrastructure capacity
and the charging of infrastructure fees;

Green Paper (1995) nTowards fair

White Paper (1998) nFair payment
approach to a common transport infrastructure charging framework in
the EU";

White Paper (2001) "European transport policy for 2010: time to
deci den;
Directive 2001/14/CE on the allocation of railway infrastructure

capacity and the levying of charges for the use of railway infrastructure
and safety certification.



Directive 2001/14/EC
G

Article 6: [ €] ,the accounts of an I M shall at
charges, surpluses from other commercial activities and State funding on the one hand,

and infrastructure expenditure on the other.
[ €], a Member State may require the I M to bal

Article 7: [ é]shallbésetatthk ecosttha is difecly incurred as a result

of operating train service.

Article 8: In order to obtain full recovery of the costs incurred by the IM a Member State
may, if the market can bear this,levwmark-u ps [ é] The ¢ hsahalgréspegtthe y st e

productivity increases achieved by RU.

Any given | M6bs average and marginal <charges f
comparable and that comparable services in the same market segment are subject to the

same charges.



Principles of charging
-

Marginal use cost: maximize optimum without
externalities

Marginal social cost: maximize optimum with
externalities

Long run marginal cost (LRMC) vs short run
marginal cost (SRMC)

Ramsey-Boiteux: maximize optimum subject to a
constraint on public funds (yield management SNCF)
Congestion charging: scarcity of capacity (train
paths)



European comparison on railway
Infrastructure charging
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Raillway network in France
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Railway infrastructure charging in
France
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Cost recovery by traffic activity
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Total Cost TC= Average Cost AC + Capital Cost K
Average Cost AC = Fixed Cost (CF) + Marginal Cost (Cm)
Capital cost K = InvestmeqPaying off; Subvention




Marginal cost estimation
-

1. Bottom-up approach: life cycle cost
management;

2. Top-down approach: econometric
estimation, I.e.:

ln C = U In T + b Y CV
C: maintenance cost

T: traffic
U ,b: regression param



Types of charges In raillway sector

. Public service charges,;

. Competition charges,

. Subvention charges (shadow toll);
. Ramsey-Boiteux charges.



Public service charges
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Competition charges
-
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Subvention charges (freight trains)

receipt

Legenda:
— Toll
A Toll
C Fixed costs
Subvention compensation
T* Traffic forecasting
T traffic




Ramsey-Boiteux charging (TGV)

Equalization
system

Traveldistance

400 km D

A : cash flow surplus

B : cash flow deficit

Equalization system:

C : contribution proportional to cash flow surplus
D: subvention to deficit service




PROJECT FINANCING IN THE
RAILWAY SECTOR IN
FRANCE



Main railway projects in France
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Investments assessment
iIndicators

Net present value (NPV)
Internal rate of return (IRR)

Discount rate Opportunity cost
Socio-economic 4% (up to 30 years) | Public-funding
(France) scarcity coefficient
(1,3)
Financial (RFF) 5-8% (20-60 years) WACC (7,7%)




Project financing for new lines
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Risk analysis in project appraisal
-
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Demand function, user surplus
and revenue
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Social welfare variation and the
public-funding scarcity coefficient

(AU) = — 1)dp+ {1 — 2¢)p

Source: Bonnafous 2009



