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1 Introduction

1.1 Background and overall objective

In the past, international rail services were carried out with low performance. Never-
theless, on specific lines (e.g. linking plants of the automotive industry or large inter-
modal terminals) the quality of service could be increased considerably. However, like
in the forwarding industry, in shipping and in the air transport industry, a network of
international dimension cannot be employed and efficiently operated only by single
parties. Forming of alliances could be a solution, even for smaller market partners with
local or regional scope to participate in international freight services.

Against this background TREND workpackage B6 is aiming at the elaboration of Busi-
ness Models for international co-operation with respect to corridor specific frame-
works. The opportunities of creating such Business Models will be examined, taking
into account the area of conflict between co-operation and competition as well as experi-
ences gathered from existing initiatives. Finally, the development of such a Business
Model has to be validated against platforms of technical rules (like the Technical Speci-
fication on Interoperability (TSIs)) and legal issues.

Workpackage B6 is positioned within the TREND project as shown in Figure 1-1. The
main influences will be derived from innovative Rail freight services (workpackage B3)
and the legal framework as elaborated in workpackage A2.

Figure 1-1: Positioning of workpackage B6 within the framework of

TREND
Al B1
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Collection Best Practices | 3
.......................................... éﬁ}
v
A2 B2 >
Evaluation »| Application to B6 >
of Progress _| new Corridors Business Model
for international B7
| oo Co-operation Conclusions
< \* * Recommendation
v
A3 B3 >
Comprehensive Innovative RFS | B4
Picture to targeted )
Markets ——————p (Quiality Standards—’
IM/RU, RU/RU,
rl RU/CU
Ve
~ S >
> B5
P Infrastructure >
HT. Feernrmacr s e en e ’ Development
SRS = main input for conclusions, recommendation

main input for other work packages
.......... other input

7‘ Hacon Introduction Page 6 of 210



e
- Contract N° 51350 D
= = Business Model for international Co-operation e T :

—

1.2 Summary

This report summarizes the work of TREND workpackage B6, reflecting on the elabora-
tion of Business Models for international co-operation.
To fulfill this task, substantial studies were carried out by the TREND B6 team under
the project leadership of HaCon, which can be structured into the following main is-
sues:
= Definition of basics terms and objectives (e.g. different forms of co-operation
and Business Models),
= Detailed description of existing agreements and operating models; as a core
result of this working step a list of components as possible instruments for
Business Models was derived.
= Analysis of the terms of usage (incidence, specific conditions) of these compo-
nents in order to deduce their suitable applications and furthermore to gener-
ate the framework for the creation of Business Models on TREND corridors.
= Development of a Business Model on an example corridor Benelux - Tur-
key/Greece.
= Verification of this Business Model against European competition law and other
legal conditions as well as against the influence of TSI.
Within a detailed description of existing agreements and operating models_30 existing
co-operations were analyzed. They cover the whole range from mere agreements to
daily practiced transport services, from passenger traffic to freight transport, from rail
freight services to road, air and other modes’ transports (see Figure 1-2).

Based on this analysis, 51 co-operation components have been derived. These com-
ponents can be interpreted as the basic instruments for Business Models.

Figure 1-3 provides an overview of these components, assigned to the main “depart-
ments”

» Headquarter / Management
* Administration with the components
* Business with the main components
= Resources with the main components
analogue to the theoretical case of a “co-operation company”.

Figure 1-2: Cluster of analyzed co-operations
Co-operation Cluster Co-operation name | Type of involved partners
I Passenger co- 1 Eurostar Railway Undertakings (incumbents, new entrants)
operations (rail) - - -
2 Thalys Railway Undertakings (incumbents)
II General agreements 3 COTIF States
(rail freight) -
4 Rail Net Europe Infrastructure Managers
III Freight co-operations 5 BoxXpress Railway Undertakings (new entrants), terminal op-
(rail) erator

7‘ HaCon Introduction Page 7 of 210
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Co-operation Cluster

Co-operation name

Type of involved partners

6 Brenner Rail Railway Undertakings (incumbents)
Cargo Alliance
7 CORTAX Intermodal Operators
8 European Bulls Al- | Railway Undertakings (new entrants)
liance
9 European Rail Railway undertaking (new entrant), alliances with in-
Shuttle cumbent and new entrants
10 Kombiverkehr - Intermodal Operators
ICA
11 Netzwerk Privat- Railway Undertakings (new entrants)
bahnen
12 Rail Euro Concept | Railway Undertakings (incumbents)
13 Rail Traction Com- | Railway Undertakings (new entrants)
pany/Lokomotion
14 Railion North- Railway Undertakings (incumbents, new entrants)
South-route
15 SIBELIT Railway Undertakings (incumbents)
16 Systemcargo Forwarder, Railway Undertaking
17 UIRR model intermodal operators, Railway Undertakings (mostly
incumbents), road transport companies, freight for-
warders, logistic companies
IV Freight co-operations 18 Air Cargo Interlin- | national, continental and intercontinental airlines
(non rail) ing
19 Antwerp Intermo- | Port development company, transport companies,
dal Network terminal operators
20 Bonamare- Five owner masters, leasing ships belonging to five
Bonatrans limited partnerships where the owner masters hold
shares themselves
21 Cargo-Line/ABX mid-size freight forwarders co-operation, trans-
port/logistic service provider
22 China Cargo Al- Medium-sized freight forwarding companies
liance
23 City Logistics (Ex- | Freight village development company, freight for-
ample: Bremen) warding companies
24 Colog Medium-sized freight forwarding companies
25 Deep-freeze food | manufacturers of deep-freeze food, logistics provider
logistics specialized in handling and transporting refrigerated
food
26 eWit transport companies with strong focus on inland wa-
terway transport, companies for consulting/technical
support
27 On road network Road transport companies, freight forwarding com-
pany
28 Star Alliance Passenger airlines (carriers) of various sizes
29 System Alliance Medium-sized freight forwarding companies
30 The New World Al- | Shipping companies with main focus on container

liance

shipping
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Figure 1-3: Overview of co-operation components
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With respect of the development of Business Models it is important to understand, that
the usage of the described components is suitable only under dedicated conditions (no
“ideal” Business Model). In summary, these conditions cover a (corridor) specific
framework with the criteria

= Business cases,
= Infrastructure,
= Actors/Players,
= Other Prerequisites.
Figure 1-4 shows the spectrum for each of these criteria, divided in several aspects.

Figure 1-4: Specific framework for Business Models

< ] Spectrum | >
Criteria
1. Business Cases 1 2 3 4 5
Service affected new extended links between
existing ones
IMarkets affected specific market several market
segments segments involved
Competition intermodal intramodal intermodal/intramo|
dal
Competition in same level higher than lower than
Jcharging schemes competitors competitors
Geographical worldwide Europe corridor limited number of region
Coverage countries (1...5)
2. Infrastructure 1 2 3 4 5
Ownership / Access public / free public / regulated | private / external | private / owned by| external / owned
unlimited access |access (regulation) owner one partner by several
partners
Charging system free of charge fixed charges to be negotiated
Infrastructure free of charge Marginal costs Full infrastructure | Full cost (internal
Charging costs + external)
3. Actors / Players 1 2 3 4 5
Number of parties bilateral multilateral Alliances open network
affected
Leadership Same level strong leader
Nature (level of identical - similar complementary
creation of value) (horizontal) (vertical)
4. Other 1 2 3 4 5
Prerequisites
Geographical national international within international
Coverage EU (common
(political borders) framework)
Legal / Contractual individual general framework legal framework
Framework (sector-specific) (e.g. international
law)
Intensity of merging merging parts of Restriction to
Cooperation businesses the business / specific geo-
partner largely graphical area (fullff
independent indepen-dence
beyond this
reqaion)
Financial equal shares unequal shares own costs
Committment
IRisk sharing egual shares unequal shares own risk
I __
'/‘ HaCon Introduction Page 10 of 210
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By assigning the analyzed 30 co-operations to this framework and overlaying their ac-
tually used components, clusters for suitable component applications for new corridor
Business Model can be gathered.

Generally this procedure can be adopted on all (TREND) corridors. With respect to the
envisaged Integrated Project (IP) the proposed CREAM corridor has been chosen as an
example for developing corridor specific Business Models.

The CREAM corridor complies for the most part with TREND corridor C. The main dif-
ference lies in the extension to Benelux, to Greece and to Italy, including the option to
continue to Asia via Turkey (see Figure 1-5).

Figure 1-5: Example corridor for a new Business Model

(N>

{nt‘terdam
=

Istanbul
iy
@ Major Town il Thessaloniki
Ljubliana T oy hame .

= EC/External Border !
= Mayor Railway Corridor
—* Extention / Links
Base Map: TEM-T Priorities

According to the described procedure suitable components for the example corridor
have been chosen and specified. In summary the Business Model for this corridor can
be described as follows:

= Potential involved Partners: Regarding the project consortium of CREAM as the
“core” co-operation, it consists of 25 partners from 14 European countries,
thereof

o 14 Railway Undertakings (RU),

1 Infrastructure Manager (IM),

4 Intermodal Operators (I0),

1 Technology Provider (TP),

4 Consultant and Research companies (CR),
1 Association (AC).

O O O O O

7‘ HaCon Introduction Page 11 of 210
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* Main objectives/Strategic background

The CREAM Project has been designed to respond to the increasing demand for
rail-based logistic systems, and the implementation of change in the European
railway area, which has been initiated by the European legislation. Against the
benchmarking business models of logistic service providers CREAM will design
and validate advanced customer-driven business models (ABM) for Railway Un-
dertakings and intermodal operators. CREAM will analyze the operational and
logistic prerequisites for developing, setting up and demonstrating seamless
rail freight and intermodal rail/road and rail/short sea/road services on the
Trans-European mega-corridor between the Benelux countries and Turkey, in-
cluding field validation.

» Legal / contractual basis

In order to minimize administrative efforts — especially in the start-up phase -
it is not intended to establish a formal company for the demonstration of the
ABM.

The partners’ role within the CREAM business model will be defined in the de-
liverables of the respective workpackage and by additional contracts amongst
the partners of the co-operation. Also additional partners, which are not in the
CREAM consortium, can become part of the business model (e.g. customers) by
additional contracts. One important part of these contracts will be the allocation
of train capacity shares. Every partner will be responsible for the risk of capac-
ity utilization of his share.

= Market segments

Following the general objective to offer joint services with defined contractual
obligations for each partner, the "String-of-pearls" concept has been chosen to
be the example transport service on CREAM corridor.

This means that long haul trains covering the complete corridor route with or
without intermediate stops are supplemented by other trains to travel on dedi-
cated corridor sections.

Within this concept the trains will consist of container wagons and conventional
wagons, without general restrictions regarding commodities, as long as no spe-
cial and not available facilities are required.

= Coverage
The activities within the project lifetime will cover the following areas:
o Research/concept developing,
o Technological development,
o Prototyping/demonstration and
o Training
within the fields of (output of other TREND workpackages)

o Innovative rail-based supply chains including intelligent rail and multi-
modal operation models,

o Quality management system,

7‘ HaCon Introduction Page 12 of 210
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o Efficient corridor capacity management,

o Interoperability and border crossing,

o Integrated telematic solutions for train control, tracking & tracing of
shipments and customer information,

o Rail logistics for temperature-controlled cargoes,

o New technology for the transport of unaccompanied semi-trailers in in-
termodal transport.

To ensure the feasibility, the elaborated Business model was checked against the legal
framework, mainly consisting of the two aspects

= compatibility with European competition law and
= verification against common legal issues.

The respective analyses have been carried out with the collaboration of juristic experts
and lead to the core result, that no severe juristic obstacles against the CREAM Busi-
ness Model are to be expected.

7‘ HaCon Introduction Page 13 of 210
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1.3 Workpackage organization and structure

The work of this study has been executed in the period January 2005-June 2006.
Within this timeframe, representatives of the four TREND partners and several experts
contributed their specific knowledge to this report (see Figure 1-6).

Figure 1-6: Companies and representatives involved

No | Company Country Representatives
1 | HaCon (workpackage leader) Germany Marian Gaidzik
Lars Deiterding
Jan Hildebrandt
2 | CER - Community of European Railways Belgium (int.) Jaques Dirand
Pierre Reinhardt
3 | IVE - Institut fir Verkehrswesen, Eisenbahnbau und | Germany Bernd Seidel
—betrieb der Universitat Hannover Silke JanBen
4 | UIRR - International Union of Combined Road-Rail Belgium (int.) Martin Burkhardt
Transport Companies Eric Feyen
5 | EKonsult Germany Eckhardt Kuhla
6 | Independent consultant France Werner Breitling
7 | Independent lawyer Germany Kurt Fuchs
TREND partner
Experts

The content of this study has been broken down into a couple of tasks, which were
combined to a structured workflow as shown in Figure 1-7.

Figure 1-7: Structure and workflow of TREND workpackage B6

Analysis of existent
forms of cooperations

Loy )

New corridor

( Corridor ) specific Com ;
ponents for Buisness Model
framework for Business Models ’ for new Corridor
Business Models
Check
- Legal issues
¢ - Influence TSI
Suitable application
for components
Results and
recommendations
—» Phase |: Analysis of existents cooperations / Busin ~ ess Models

—» Phase II: Transfer to new Corridor Business Model
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In Phase I a detailed analysis of existent forms of co-operation has been performed.
Within this working step 30 Business Models of both rail and non rail co-operations
were examined, resulting in

= alist of 51 components as the instruments for composing Business Models,

= the usage of these components within the existing co-operations,

= the elaboration of a general (corridor) specific framework for Business Models,

» the classification of the existing co-operations within this framework.

By overlaying these results, clusters of suitable application for the components can be

derived.

In Phase II these component applications have been applied to a new (example) corri-
dor. Reflecting on the specific framework of this new corridor, the respective compo-
nents could be specified and composed to a Business Model for international co-
operation. This model was subsequently checked against legal issues and the technical
framework of TSI.

The working steps of this procedure have been discussed and agreed at several meet-

ings (see Figure 1-8).

Figure 1-8:

Meetings of TREND workpackage B6

Date Location Subject Participants

23.02.2005 Brussels Official Workpackage kick-off TREND partners

15.02.2006 Hanover First working meeting TREND partners

10.03.2006 Brussels Adjustment of tasks, Selection of examples TREND partners

28.03.2006 Hanover Working meeting regarding the component list TREND partners, experts

04.04.2006 Hanover Comprehension of the TSI TREND partners, experts

26.04.2006 Hanover Coordination of activities — First results of the TREND partners, experts
analysis

09.05.2006 Hanover Finalization of component list TREND partners, experts

29.05.2006 Paris Finalization of analysis, Coordination with TSI TREND partners, experts

13.06.2006 Hanover Finalization of component list and framework for TREND partners
Business Models, example corridor

19.06.2006 Paris Interactions of the chosen business model with TSI | TREND partners, experts

10.07.2006 Hanover Improvement of the component description for the | TREND partners, experts
report
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1.4 Definition of basics

With respect to the title of TREND workpackage B6 a couple of basic definitions have
to be made in order to generate a common sense of understanding mainly concerning
the items

* Business Model (BM) and
= Co-operation.

1.4.1 Business Models (BM)

In technical literature there are numerous definitions for a Business Model. Generally a
BM is an individual, company specific framework, which simply answers the question:
“How does a company earn its money?”

Actually every company has its own Business model. In summary they all contain the
following main components:

* Value proposition: Definition of the company ‘s benefit for
o customers (e.g. new and/or better transport services, cost reduction)
o partners (e.g. access to new markets and customers, synergy effects).

= Creation of value: Pointing out
o what kind of services will be generated by the company (and how?)
o on which markets theses services will be provided?

= Revenue model: Description
o of the sources (services, customers) for revenues,

o of the amount of revenues to be expected.

The main reasons for a company to develop a Business Model are

= to analyze the own business in order to detect weak points and to distinguish
against competitors,

» to structure and demonstrate new business ideas, including success evaluation.

1.4.2 Co-operations

Cooperative business models - within the framework of TREND B6 - have to be coordi-
nated connections of several modes and means of transportation, transport services,
transport companies and/or transport technologies. Further on they must be

= target-oriented,
* long term designed,
= committing
and must give planning reliability for all partners and customers.

|Il

By fulfilling these criteria, “real” co-operations can be distinguished from casual “ad
hoc” collaborations, in which a harmonization of the single parts of the transport chain
does not take place.
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Cooperative business models can be realized on different levels,
= either structured by function:
o infrastructural co-operation (e.g. using a common transshipment point),
o operational co-operation (e.g. producing a transport service jointly),
o informational co-operation (using common tools of data processing etc),
0

technical co-operation (e.g. developing or using special equipment for a
common transport service),

o organizational co-operation (e.g. founding of a common transport com-
pany).
» or structured by creation of value:
o horizontal co-operation (based on the same level of creation of value)
o vertical co-operation (based on different levels of creation of value).

In practice, cooperative business models often combine several co-operation levels
(e.g. horizontal model with operational, plus informational and/or plus organizational
co-operation).

With regard on the envisaged IP, TREND B6 mainly focuses on operational (horizontal
and vertical) co-operations. The other forms of co-operation are included as well, as
far as they are necessary to describe the entire transport concept and/or include sin-
gle components, which may be transferable to the recommended corridor specific
Business Model.

1.4.3 Co-operations as an appropriate Business Model for
TREND
The spectrum for Business Models can be fixed at two extreme position (Figure 1-9):

= The “Integrator”, who provides all services along the entire transport chain
from one source, either by own capacities or by taking over other companies.

= the “Forth party logistic provider”, who disposes of no own capacities and
therefore has to purchase all services casually (bilateral contracts with other
companies).

Figure 1-9: Spectrum for Business Models

< >

Integrator Co-operations/ Fourth party
Alliances logistic provider
Area for TREND
Business Models

Within this framework co-operations or alliances are placed. In a suitable composition
of components they can work like a “virtual integrator”.
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2 Synthesis of international treaties, bi-/trilateral
agreements and best practices from other trades

2.1

Introduction

2.1.1 Competitiveness of the rail freight industry

International rail Freight ought to be the natural market for the Railway companies,
because of the cost structure of the industry, giving a clear advantage to long dis-
tances. But international operations are hindered by a number of well known reasons,
summarized in the next section.

So there is a first interrogation about the viability of Rail Freight in general, even with-
out the complications inherent to international traffic. European railways operate un-
der exceptional conditions anyway, with a rather high part of international activity. In
the rest of the world, rail freight is mainly a domestic business.

Some countries are not primarily interested in the economic performance of
their railway system. This is the case when there is almost no intermodal com-
petition so far, for example when the road network is underdeveloped. Another
factor can be the weight of the human factor, when sometimes millions of peo-
ple depend directly or indirectly from the payroll of big railway administrations.
China and India are typically part of this category, and among the biggest em-
ployers worldwide. This is also the case of Russia, even if the Russian authori-
ties envisage now that their railways could be more part of the European and
even transcontinental systems.

In some other countries, mainly in North America (USA and Canada), there ex-
ists a profitable Rail Freight business, with a high modal share for rail. The
American situation represents an example and a hope for almost all the Freight
Railway companies elsewhere in the world.

In many countries, including some European countries, rail freight business is
now quite marginalized, with market shares under 5%. As an example, this is
the case in countries where single wagonload is non-existent, like in Greece
and to some extend in Spain (although the situation is changing rapidly in the
latter due to renewed state investment in the rail infrastructure).

Finally, there is the case of the European countries with a strong tradition in
railway activities. There are of course differences to be observed, but the aver-
age situation is a stabilizing modal share (after years of decline) and, in many
countries, a dwindling profitability. Independently from the overall framework
conditions applicable to transport as a whole (which have a structural impact
on the competitiveness of rail) the present report will concentrate on how inno-
vative business models can contribute to restore both acceptable financial mar-
gins and rail freight growth.
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2.1.2 Operational and/or commercial co-operation in interna-

tional rail freight services

Beside the general problems of the rail freight business explained above, there are
distinctive characteristics of international rail freight, as it is run presently.

Operational priority is generally given to passenger traffic. This problem, which
is also felt in national traffics, is sometimes proposed to be solved with the help
of a dedicated freight network (like in the United States). A totally new network
dedicated to freight, with its huge investment costs, however seems out of
reach, in the current geographic and financial set-up in Europe. Some main
lines are already, or are going to become, dedicated to freight traffic; but the
difficulty of interaction and mainly saturation at nodal points and on some criti-
cal sections remains. The alleviation of congestion at nodes and on some sec-
tions would render the recourse to priority rules less necessary. Of course,
there is also the theoretical possibility to guarantee some operational priorities
to rail freight services on existing mixed lines, but this would have to be done
to the detriment of services, which today enjoy the highest priority (passenger
services).

Insufficient technical, operational and administrative interoperability and juxta-
position of several national traffic organizations is another problem. The lack of
interoperability (with, notably, the need to change locomotives and drivers at
borders) has generally rendered the “Operational Co-operation Model” between
railways necessary and unavoidable. If the traditional “Commercial Co-
operation arrangements” between National Railways is politically less welcome
today (as “subcontracting” is getting political preference), the necessity to co-
operate at operational level (even when using the “Subcontracting Model” at
commercial level) will probably remain necessary for quite some time. Today,
even new comers on the international market are sometimes obliged to coop-
erate with other companies when there is no possibility to run trains through
the borders end-to-end.

Co-operation at commercial level: In the past, this model was used by the rail-
ways as a means to simplify administrative and commercial procedures be-
tween themselves. In a liberalized environment, this model is look upon with
suspicions, because of alleged possible cartel behavior. In fact, there is little
justification for totally eliminating this model, as long as the market is open
and other models are allowed like “competition end-to-end” and “subcontract-
ing”. The main disadvantage of the "Commercial Co-operation” model, as it ex-
ists today, is that liability tends to be diluted between the subsequent carriers
and that the customers tend to have no single interlocutor (but, sometimes, as
many as carriers).

The market parties feel that operational co-operation is sometimes still necessary
while the different forms of commercial co-operation are not, in all cases, adapted
to the new requirements of the transportation market.
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2.1.3 Creation of an intra modal competitive environment by
the European authorities

The great ambition of the European Commission has been, in the last 15 years, to
change the previously described situation, mainly by deeply altering the institutional
set up.

The idea was and still remains to create an internal European market for the railway
sector, with the help of the first two “railway packages" and the accompanying direc-
tives and regulations. As explained in Part A of the TREND research project, various
tools have progressively been put into place in almost every country of the European
Union: Accounting and/or institutional separation of infrastructure management and
operations, regulatory bodies, safety authorities, capacity allocation bodies, charging
bodies, notified bodies for interoperability.

Facilitating the access to the market was the goal, and many efforts have already
been made with the setting up of framework agreements, network statements, clear
procedures for train path allocation and capacity of terminals and marshalling yards
allocation.

The separation of accounts between infrastructure management and operations is one
of the cornerstones of the new system. Although not required by existing legislation,
the European Commission strongly encourages countries to realize a full separation
between infrastructure and operations. This however leads to some specific difficulties,
because of a strong interdependence between operational and infrastructural activi-
ties. This will be explained in more detail in the next chapter.

On the other hand, one can say that the field is now ready for new players. The
“game” can be played by one single player, or in joining forces with others.

The probability of success will be better if all the parties involved are aware of some a
priori limitations due to the present environment, principally that:

= the new institutional set up has not allowed so far to improve fundamentally
the consistence, the state and the capacity of the infrastructure.

= Intermodal competition only concerns a minority of market segments (most of
them being a matter for one mode of transport only, usually road), and an in-
crease in intramodal competition will not change this fact.

2.1.4 “Integrated” and “non integrated” railways

As seen earlier, one way chosen by the European lawmakers to create a single market
was to separate infrastructure management and railway operations from an account-
ing point of view. A certain number of countries went beyond the strict EU require-
ments and enforced a full separation between operations and infrastructure..

Institutional separation is however not the only way to allow an increased intra modal
competition: the North American example has shown that competition can also be ef-
fective among integrated railways under the auspices of a strong regulatory body.
However, one decisive reason why the American railways remained integrated (with-
out imposing open access) was the fear that competition would have pulled rail freight
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prices down to only covering variable costs, hence depriving the rail system as a
whole of its capability to cover its fixed costs (i.e. notably capital investment into the
infrastructure). For this reason, the capacity of the system to self-finance itself has
been privileged over open access, with the result that some areas are indeed only ser-
viced by one rail operator (or alternatively by trucks and other means of transport).

There was actually no opportunity in Europe to have an open discussion on these mat-
ters, the American example just being considered as non-relevant for Europe. It is
true that the legal, financial and business backgrounds are not the same in Europe
and in the USA, but some basic principles nevertheless remain the same, especially
concerning the fundamentals of the railway industry:

Railways need much higher levels of capital investments than other industries
(in the USA, the figures are 3,5 % of revenue on average across industries and
18% in the case of the railway sector). One difference with America is that
Europe’s rail is not allowed to decide on infrastructure investments and to raise
the needed resources. In theory, it is admitted that it is the State’s role to in-
vest in rail infrastructure, in the same way as in road infrastructure.

In practice, the states have been unable, or unwilling to provide the necessary
resources, with the practical result that on average the European railway infra-
structure network is in not too good a state, that there are problems of capac-
ity and even some safety issues.

The European railway industry needs to find more resources to maintain and
develop the infrastructure; in the USA, this is the task of the Railway Undertak-
ings themselves; but even with a much better productivity, and a favorable
fare level (they are the reference on their market for quality and efficiency),
they can hardly cover their costs, hence some long term questions for the qual-
ity of infrastructure too. The situation is of course worse in Europe, and no so-
lution is at hand for the moment.

Free access will certainly lead to lower rates for the most powerful shippers
(most of which are typically more profitable than the Railway Undertakings
themselves). By driving rates down, intra modal competition strips also the
railway system of investment capital and prevents it from earning enough to
cover its full cost (including the cost of providing equipment and safe service).

Control by integrated railways of all the elements of rail transportation has, in
the case of the American railways, resulted in significant cost savings that have
been passed on to rail customers in the form of lower rates (Measured in reve-
nue by ton-kilometer, average rail rates in the USA have fallen 60 percent in
inflation adjusted terms since 1980).

It is true also that the present open access policy in Europe (with separated in-
frastructure management) has brought specific administrative complications
(concerning, among others, the priorities for the use of tracks, operating condi-
tions and investment policies) and has consequently increased the “transac-
tion” costs between the operating part and the infrastructure management
part. In addition, the complex coordination between track owners and opera-
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tors could have safety ramifications, as problems in the United Kingdom have
shown in the past.

» In the USA, the deregulation brought in 1981 by the Staggers Act did not
change the fundamentally integrated nature of the railway industry. It was
nevertheless very successful both for the railways and their customers: From
1980 to 2004, rail traffic volume rose 81 percent and productivity 180 percent;
nearly all of these productivity gains have been passed through to rail custom-
ers through lower rates. At the same time, rail market share is up and the rail
accident rate is by now the lowest ever.

» Once again, it should also be reminded that intra modal competition is not the
only or the main competitive force that matters. The reality is that rail faces
extensive competition (notably from road) for the vast majority of its business,
including when a customer is served only by one railway.

= An obvious result of the “non integrated” approach was the creation of a con-
siderable amount of “new entrants”, and it may be interesting to measure to
what extent the increase of the number of players has fostered market growth
or not.

The European Commission indeed makes a link between the development of rail
freight and early market opening. As an example, in its 2006 report on the Implemen-
tation of the First Railway Package, the Commission writes:

"A country-by-country analysis clearly indicates that the Member States which were
the first to reform their railways by introducing competition in the rail freight trans-
port sector recorded the biggest increases in volume (tkm) between 1995 and
2004: the UK (70%), Germany (24%), Netherlands (67%), Sweden (8%), and Aus-
tria (36%)".
The Commission supports these observations using figures, which compare the devel-
opment of rail freight (since 1993) and the market share of new entrants in each
Member State.

However, on a closer look, it appears that the Commission’s conclusion that market
development is closely linked to market opening is not really supported by the actual
data, A thorough analysis has been carried out (see Appendix 2. 1) using the data to
be found in the Commission’s report: no statistical evidence has been found of a cor-
relation between rail freight growth and market opening. This is because other criteria
have also to be taken into account, like low rail infrastructure charging (Netherlands),
high road infrastructure charging (Switzerland, Austria), significant government sup-
port to the infrastructure (United Kingdom, Spain), good general state of the infra-
structure (Sweden, Finland), cancellation of rail infrastructure debt (Germany), etc. Of
its own liberalization is not enough to foster market growth. Its effectiveness can only
be demonstrated when combined with other essential elements of rail revitalization
(like in the United Kingdom, in the Netherlands, in Sweden and, above all, in Switzer-
land).
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2.2 The main players — present situation and strategies

2.2.1 The Infrastructure Managers

Railway infrastructure (track, signaling and telecommunication networks) remains
mostly public property. With some exceptions, like in Switzerland, infrastructure man-
agement is a monopolistic, state owned activity. The liberalization of the European rail
transportation system has not reached, for obvious reasons, the physical network it-
self. If infrastructure performance is not good enough for structural reasons, as it of-
ten happens, this has to be accepted by the Railway Undertakings, because normally
no competition exists among Infrastructure Managers (again with some exceptions,
like possible alternative routes belonging to separate Infrastructure Managers.)

Many Infrastructure Managers actually complain about the fact that the funding for
track maintenance is insufficient. In some countries, this shortage has already had se-
rious consequences, going from speed limitations to neutralizing some parts of the
network (e.g. France). It has to be reminded that speed limitations do not only play
against direct performance, but at the same time reduce the capacity of the affected
lines.

Another question is to know whether some parts of a network are saturated or not.
Saturation in the railway business is not an obvious concept: most Infrastructure Man-
agers will explain that their network is, in general, not saturated, meaning that not all
paths offered to the Railway Undertakings are effectively used. A closer look at the
situation reveals that there are recurrent difficulties at certain nodal points, which
usually affect other parts of the network.

The mixing of passenger and freight traffics has also negative consequences for both
categories; for the latter, if there is the slightest delay, freight trains may be obliged
to be stabled a very long time until a whole battery of passenger trains, going faster,
has passed them. The feeling of saturation can be different, according to the type of
traffic.

UIC has tried to define exactly the notion of saturation (UIC leaflet n° 406), but this
definition was mainly made for administrative reasons.

Interoperability is primarily an infrastructure problem. It is also a top priority for the
European Commission, and the new Technical Specifications for Interoperability will be
very helpful in a near future for improving a not so good situation. There is also a cost
for interoperability and the return of investment should be assessed before a decision
is made on investments.

Infrastructure Managers have now, and more than ever, to face the following chal-
lenges:

= Improve their networks,
= Establish an effective international co-operation with their colleagues from
other countries. (RNE is a further step in that direction),

* Propose attractive, and if possible, harmonized prices for the use of infrastruc-
ture to the Railway Undertakings.
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2.2.2 The Railway Undertakings

2.2.2.1 The incumbent railways

The dominant railways, usually the former national railways, are, as explained before,
in an uneasy situation: their commercial and financial results are stagnating.

There are however different categories of incumbent railways, with different kinds of
problems to solve and also with different strategies:

Huge organizations (Railion, SNCF Fret) and smaller companies (Cargas Renfe,
CFL);

With different levels of recovery of the railway sector’s historic debt (in some
countries, the historic debt still burdens the whole rail system);

In countries with very different levels of effective liberalization of the railway
sector;

With either a rather good market share against other modes (SBB, Rail cargo
Austria) or much smaller ones (sometimes under 5%);

Having a good level of integration with logistic partners or not.

It is not surprising then to observe a variety of behaviors among these incumbents
railways, depending on the factors listed above. These behaviors are mainly one or
more of the following:

Concentrate on saving costs;

Accept a relative decline, in order to deliver good quality of service for the re-
maining traffics;

Seek a dominant position, because it is expected that only a few players will
remain in the market, and that one wants to be one of them;

Stick to the former co-operative ways (with the necessary adaptations to avoid
conflicts with the European and national competition authorities).

2.2.2.2 The new entrants

Not all “new entrants” are actually “new”. Under this name, one finds all the compa-
nies which are not the “incumbents”. This is why, among hundreds of non incumbent
railways, only a minority is made of really recently created entities. At the same time,
not all the new entrants are potential competitors for the incumbent railways, some of
them specializing in complementary services. One typology for new entrants could be:

“Short line” operators. They are often former regional or city railways, carrying
passengers and (sometimes) freight. These companies act in most cases as
feeder lines for bigger players;

Former industrial railways (used to operations in the steel and chemical indus-
try, mining etc.). Sometimes these entities decide to leave their mostly private
network and to set up a business on “main lines”. The main purpose of theses
companies is to reduce the transportation costs for themselves;

Traction companies;
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* New competitors, some of them small, some of them part of important groups
(like CONNEX-VEOLIA). The strategy of these new players is often “cherry pick-
ing” block train services (single wagon load traffic being too complicated and
costly to organize and with little profitability prospects);

= And not to be forgotten, incumbent companies entering markets outside their
historic territory, by extending block train services, or by acquisition of invest-
ments in existing railways.

Owners of these “new entrants” are local and regional authorities, port authorities, in-
dustrial companies, transport operators, former employees of the incumbents, mem-
bers of logistic groups, professionals from the transportation industry and historic
railways themselves.

2.2.2.3 The Authorized Applicants

Authorized Applicants (port authorities, forwarders etc.) are allowed, in certain coun-
tries (where national law makes it possible), to access to the infrastructure by buying
train paths. Then these Authorized Applicants can organize tenders and subcontract
traction to a selected Railway Undertaking.

2.2.3 The emergence of logistic companies and operators in in-
ternational transport

Organizational and commercial leadership is key to success in the transport industry.
It is necessary to understand and fulfill the customer’s expectations, and it brings a
better added value to the business. Thus it was not surprising to observe in the recent
years that the more dynamic companies, especially in road transportation, developed
from simple carriers towards transport organizers, taking charge of the multiple de-
mands of the market at an early stage, and with an improved understanding of the
needs of their customers.

The transportation market has now evolved in such a way that customers are used to
a wide range of logistic services, beside a good quality of service for transport itself;
Just in time delivery is only one aspect of this evolution. More important is that the
production processes of the client and the organization of transport by such a logistic
company are now very often part of a continuous process. It is as if the overall value
of the produced goods was reached only after delivery to the final buyer or user, and
that transport was in fact part of the production process (but has nevertheless to be
subcontracted to a third party, not belonging to the core business of most industrial
companies.)

For all these reasons, some railway companies among the biggest wanted also to pre-
sent themselves as logistic companies, directly or through subsidiaries.

2.2.3.1 The need for co-operation in the transport sector

For a long time, the transport and logistics market was dominated by mid-size compa-
nies, adapted to respond to the requirements of their customers, mostly at national
level. International transport services were provided in sequential processes by a se-
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ries of service providers on a case-by-case basis, often also on a customer-related ba-
sis (same repeated procedures for one customer).

In an internationalized and liberalized transport market global transport and logistics
providers evolved to better cope with complex international transport requirements.
The portfolios of these “global players”, according to their marketing departments,
comprise every logistics service shippers might think of. Nevertheless, mid-size ser-
vice providers still have an important role to play, usually developing into all-rounders
also offering specialized or niche services beside a range of standard services.

Smaller players in the transport market are therefore very often related to the follow-
ing attributes, constituting clear benefits to customers in a fast changing and highly
competitive market:

= simple decision procedures,

= short response times,

» flexible transport solutions,

= personalized customer relations,

= high regional competence and market closeness.

But the structure of mid-size companies also encompasses some negative effects,
tending to play a crucial role in today’s transport and logistics markets:

» little geographical coverage,

= market experience largely restricted to country of origin (regulations, financing
etc.),

= restricted capabilities to respond to large contracts and complex project re-
quirements,

= high specific effort required for the implementation of modern IT equipment,
= weak position in procurement negotiations (vehicles, equipment, fuel etc.).

In some cases, disadvantages of particular service providers may also result from le-
gal restrictions such as denied licenses to operate on designated routes in the aviation
sector, which are usually agreed on a bilateral basis between countries.

To overcome the weaknesses of individual companies, co-operations have proven to
be a suitable means to improve the position in the market, to capitalize on economies
of scale or to increase efficiency of processes.

2.2.3.2 Adaptation of the Railway Undertakings
As far as international rail services are concerned, most railway companies typically
present both the positive and negative characteristics listed above.

Even without a specific logistic demand beyond transport, international rail freight
presents a range of challenges due to the juxtaposition of several successive carriers:

= different languages,
= lack of operational and administrative interoperability,
» Lack of a common information system.
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The question is to know whether a Railway Undertaking is able, and under what condi-
tions, to provide the logistic services expected by modern customers, and even, in a
more modest way, to deliver a good quality product in cross-border traffic.

In some cases the answer is “yes”; especially when its main customers, themselves,
belong to big traditional industries like the steel industry. These industries used to
have their own transport and logistic organization, and sometimes their own (private)
railway network. This kind of customer generally has a good understanding of the
functioning of railway transport. Actually, it is usually their Transport Department,
which plays the role of a logistic company, being the interface between the carrier
and, let’s say, the steel company.

International traffic is not a too complicated issue in this case, traffic flows being usu-
ally concentrated on a small number of well known consignees; The problem is that
the importance of these traditional flows has been decreasing for many years, and
that even these industries prefer now to concentrate on their core businesses and to
subcontract logistics to third parties or subsidiaries.

The rail sector is responding in various ways to the challenges of international trans-
port and international logistics:

» Historic companies carry on cooperating with each other at operational level.
However, at commercial level, the company holding the commercial contact
with the customer may sometimes claim the full responsibility for the whole in-
ternational transport chain, using “subcontracting” rather than “traditional co-
operation”.

= Similarly, new entrant companies adopted operational co-operation between
themselves as a means to operate trains internationally (e.g. European Bulls).
However, at commercial level, new entrants tend to systematically apply the
“sub-contracting” mode among themselves.

» Historic companies are also diversifying their co-operation activities by entering
into contract with new entrant companies outside their traditional territories,
using the sub-contracting mode (e.g. Railion Deutschland cooperated with BLS
in Switzerland). Sometimes, they even chose to integrate operators abroad
(whether small or big) into their own organization (e.g. Trenitalia bought a
large share in TX Logistics. Railion Deutschland bought majorities in NS Cargo
and DSB Cargo).

= These cooperative activities and merger/acquisitions are sometimes used by
individual companies as a launching pad for operating trains end to end into
foreign territories (e.g. after cooperating with BLS in Switzerland, Railion chose
to operate trains on its own between Germany and Switzerland).

In the field of logistics, various strategies are also being applied:
= Some historic railways were already part of a group including logistic compa-
nies (e.g. SNCF partly owns a logistic company, Geodis, however the railway
operator and the logistic operator are not in a link of subordination between
them).
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Some other historic railways chose to integrate themselves into a logistic pole.
This was the case of DB when acquiring Stinnes.

Some other historic railways (like SBB Cargo) have chosen to simply concen-
trate on their core business (rail operations).

New entrants have sometimes a more obvious link with logistics being often
themselves an emanation of a logistic group or of a shipper (TX Logistics,
Rail4Chem).

In the past, in Central and Eastern Europe, marketing and sales matters were some-
times totally separated from the Railway Undertakings, and given to some state
owned forwarders.

2.2.3.3 The leading professionals

Logistic companies (providing logistic services like storage, final distribution
etc.) have strongly developed in the last 20 years. For them, it is very natural
to be “road oriented”, because of the intrinsic flexibility of that mode. This
represents a huge competitive disadvantage for the railway mode not being
any longer the mode of reference.

Integrators, like UPS and DHL. These companies have a global geographic
coverage and utilize every transport mode. Their activity is based on distribu-
tion around aeronautical hubs. It is typical for them to use shuttle trains be-
tween airports or important economic centres. Their quality requirements are
very high.

Wagon owners. Some of them do more than renting wagons to their custom-
ers: they sometimes play the role of a logistic company, and act as an interface
between customers and Railway Undertakings.

Forwarders. Historically, forwarders were mainly customs agents; their activ-
ity concentrated on border crossing questions; but as it was very complicated
for a railway customer to organize international transportation with successive
railways, it became soon natural for him to hand over to the forwarder the
whole negotiation, including fares, quantity discounts and so on.
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2.3 International rail freight: elementary aspects

The railway business can be split into a certain amount of elementary tasks. The tradi-
tional Railway Undertakings perform, sometimes implicitly, all these tasks.

A simplified list of them could be:
» Headquarters responsibilities

o Strategy and market research. Strategy cannot be shared, and should
normally not be made public.

0 Logistics. Some Railway Undertakings deal with logistics, some other
are simply carriers. Sometimes the department of logistics is integrated
in the Railway Undertaking, sometimes it is a separate company in a
transport group. For the final customer, it makes of course a big differ-
ence to be obliged to handle logistical matters by himself, or to rely on
third parties, like forwarders or the carrier.

o Administration and finance.
o Marketing and sales, after sale.
= The interface with Infrastructure

An ideal solution would be to have the same simplicity of use of the infrastruc-
ture in railways as in road transportation. But things are more complicated in
the case of railways:

o because of the interaction between infrastructure and operations, a
permanent interface is needed in order to monitor the question of ca-
pacity.

o Infrastructure charges may be another matter of negotiation, prices be-
ing not always “fixed”.

= Rolling stock (locomotives and wagons), drivers
0 maintenance,
o dispatching,
o drivers.
= Operations

o planning,
day to day operations,
terminal operations,
border crossing,

O O O O

human resources in operations.

These elementary activities are normally handled by every Railway Undertaking. If two
or more RU’s co-operate, they share some of them, and keep the others under their
own responsibility. Thus, there are many arrangements possible, going from a rather
weak commitment (for example in common communication or lobbying) to a fully in-
tegrated Railway Undertaking.
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2.4 Possible organizations and examples

In summary 30 existent co-operations have been included in the analysis of possible
organizations. These models were clustered and described on the basis of dedicated
examples within the following chapters.

Figure 2-1 provides an overview over these 30 analyzed example co-operations with
some of their main characteristics. They cover the whole range from mere agreements
to daily practiced transport services, from passenger traffic to freight transport, from
rail freight services to road, air and other modes’ transports.

A detailed description of all example co-operation can be found in Appendix 2. 2,
structured in the main aspects:

1. Involved partners

2. Type of partners

3. Owner relationship between the partners
4. Main objectives

5. Legal/contractual basis

6. Geographical coverage

7. Market segments

8. Coverage

9. Strategic background - evaluation

10. Volume of business

Further examples of co-operations were contributed by Trenitalia. Due to missing the
deadline of this working report they could not be integrated in the detailed description.
Nevertheless they were included in Appendix 2.3.
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Figure 2-1:

Analyzed example co-operations

Co-operation name

Type of involved partners

Geographical coverage

Main market segments

1 Eurostar Railway Undertakings (incum- | Dedicated destinations: London-Paris and London- Brussels routes | Leisure, business segments
bents, new entrants)

2 Thalys Railway Undertakings (incum- | Dedicated destinations: Paris-Brussels, Paris-Netherlands, Paris- Leisure, business segments
bents) Cologne, Paris CDG and Disneyland-Brussels

3 COTIF States 42 countries, mainly European, but also in North Africa and in the Passengers and freight

Middle East

4 Rail Net Europe

Infrastructure Managers

Almost all of Europe

Pre constructed and tailor made paths

5 BoxXpress

Railway Undertakings (new en-
trants), terminal operator

Dedicated destinations: German north seaports - Southern German
economic centers

Block trains of overseas containers

6 Brenner Rail
Cargo Alliance

Railway Undertakings (incum-
bents)

Corridor Munich - Verona

Joint production of all services: Block trains, com-
bined transport, “Rollende LandstraBe”, wagonload
traffic, by maintaining the individual commer-
cial/sales responsibility

7 CORTAX

Intermodal Operators

Belgian terminals through the Ronet hub to South of France, Italy
and Spain

All kind of consignments: mainly swap bodies and
containers but also semi-trailers

8 European Bulls Al-
liance

Railway Undertakings (new en-
trants)

All of Europe, but mainly in the countries of the founding compa-
nies (Benelux, Germany, Italy, Austria, Czech republic and Slova-
kia)

Containers, Cereals, chemicals in tank cars, coal,
petroleum coke, Cement etc.

9 European Rail
Shuttle

Railway undertaking (new en-
trant), alliances with incum-
bent and new entrants

Mainly from and towards Rotterdam, but also from and towards
Hamburg and Bremerhaven

Destinations are almost every country on the North South route:
Belgium, Germany, Switzerland, Italy, Czech Republic, Slovakia,
and also Poland, Hungary, Slovenia.

Intermodal block trains for maritime containers

10 Kombiverkehr -

ICA

Intermodal Operators

Germany (based on the national network KombiNetz2000+) - Aus-
tria — The Netherlands - Italy — Eastern countries

Merging of seaport hinterland and land transport
flows of mainly swap bodies and containers but
also semi-trailers

11 Netzwerk Privat-

bahnen

Railway Undertakings (new en-
trants)

Germany and neighbor countries

All types of goods/commodities
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Co-operation name

Type of involved partners

Geographical coverage

Main market segments

12

Rail Euro Concept

Railway Undertakings (incum-
bents)

Originally, Woippy- Manheim with only one border crossing (For-
bach). In a further stage, enlargement to the hinterlands (Ruhr Re-
gion in Germany, Area of Lyon in France). One possible long term
option is for the REC to handle part of the German Spanish traffic

All kinds of goods, but only in full trains (single
wagon load is not concerned)

13

Rail Traction Com-
pany/Lokomotion

Railway Undertakings (new en-
trants)

Originally the Brenner route, but actually all the German-Italian
traffic via Austria

Combined transport, steel, automotive

14

Railion North-
South-route

Railway Undertakings (incum-
bents, new entrants)

All countries from Finland, Norway, Sweden and Denmark to Italy
and the South east of Europe

Combined and conventional transport, mainly block
trains

15 SIBELIT Railway Undertakings (incum- [ SIBELIT is in charge of operations between Muizen and Bale. But All traffics
bents) improvement of the Antwerp-Milan, and more generally Benelux-
Italy route is the final goal
16 Systemcargo Forwarder, Railway Undertak- National traffic on dedicated German destinations: Ham- Primarily time critical system traffic
ing burg/Bremen/Osnabriick/Hannover - Frankfurt/Karlsruhe/ Nirn-
berg/ Regensburg/ Landshut
17 UIRR model Intermodal operators, Railway | Most continental countries of Europe Mainly the continental market of loading units com-
Undertakings (mostly incum- ing from the road side.
bents), road transport compa-
nies, freight forwarders, logistic
companies
18 Air Cargo Interlin- | National, continental and inter- | Worldwide. Often corridor-oriented Air cargo, all commodities

ing

continental airlines

19

Antwerp Intermo-

Port development company,

Services start and end in the port of Antwerp. Services operate in

Transport of intermodal transport units, mainly

dal Network transport companies, terminal | Belgium, the Netherlands and Germany (Rhine only). container services (intermodal)
operators
20 Bonamare- Five owner masters, leasing Europe, all navigable waterways as from class Va Inland waterway transport
Bonatrans ships belonging to five limited Commodities: bulk goods, building materials, con-
partnerships where the owner tainers/swap bodies, hazardous materials, heavy
masters hold shares them- loads, disposal transport
selves
21 Cargo-Line/ABX Mid-size freight forwarders co- | Germany Road transport: National consolidated cargo

operation, transport/logistic
service provider
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Co-operation name

Type of involved partners

Geographical coverage

Main market segments

22 China Cargo Al-
liance

Medium-sized freight forward-
ing companies

China: all major ports and cities closed to the coast. Less than five
branches in the Chinese hinterland.

Worldwide: south Asian coast range (Indian Ocean), Europe, USA,
Australia (South East), South America (west coast)

Mostly maritime transport, all market segments

23 City Logistics (Ex-
ample: Bremen)

Freight village development
company, freight forwarding
companies

City and region of Bremen

Road transport; mainly groupage freight

24 Colog

Medium-sized freight forward-
ing companies

Focus on Franken (Franconia) in Central Germany, activities and
partner companies all across Europe

Road transport: automotive, glass and beverage
logistics, relocation/removal and furniture trans-
port, export/import air, shipping and rail transport
services, general goods for national and interna-
tional shipping

25 Deep-freeze food
logistics

Manufacturers of deep-freeze
food, logistics provider special-
ized in handling and transport-
ing refrigerated food

Germany, Benelux: three times per week per region, Great Britain,
South of Europe, East of Europe: one to two times per week

Road transport: Deep-freeze food products

26 eWit

Transport companies with
strong focus on inland water-
way transport, companies for
consulting/technical support

The river Danube serves as an example in the application and
stands for any inland waterway in Europe.

All market segments except for express services.
All modes, focus on inland waterway transport.

27 On road network

Road transport companies,
freight forwarding company

The network serves 19 hubs spread across Sweden

Road transport, focus on general cargo

28 Star Alliance

Passenger airlines (carriers) of
various sizes

842 destinations in 152 countries

Air traffic, focus on passenger traffic

29 System Alliance

30 The New World Al-
liance

Medium-sized freight forward-
ing companies

Shipping companies with main
focus on container shipping

Germany, Europe via the SystemPlus co-operation

Major East-West container trade lines: Trans-Pacific, Trans-
Atlantic, and Asia-Europe

Consolidated goods (packaged and palletized).

Maritime transport; Worldwide container shipping
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2.4.1 Co-operative models

The spirit of the new organization of the railway market fostered by the European
Commission is rather competition than co-operation. However, this does not mean
that co-operation will disappear. Technical and operational co-operation will probably
still be necessary for quite some time, as a means of overcoming interoperability bar-
riers.

However, it is likely that traditional commercial co-operation will diversify towards
other forms of partnerships (notably based on subcontracting, merger acquisitions or
other types of co-operation agreements). The various ways of cooperating have been
described in general terms in chapter 2.2.3.2.

A few examples of how this is done practically are given below. Some co-operation ar-
rangements may be loose, i.e. involving little commitment and very light structures
(e.g. European Bulls). Others are more structured, involving the set up of dedicated
organizations (RailEuroConcept, Thalys). Whatever the agreement is, these arrange-
ments always comprise one ore more “bricks” of the elementary activities described in
chapter 2.3 above.

The relationship can also be a looser one, with some contractual arrangements or
simply a charter of good behavior. Some examples of this model can be found in
Appendix 2. 2.

2.4.1.1 The "European Bulls” model

There is no specific legal structure involved. If there is the need to prepare a common
offer to a customer, one of the members of the alliance will take the lead and subcon-
tract with the others, if necessary, or even with parties outside the alliance. Actually,
and in the case of European Bulls, only a small amount of new traffics has been real-
ized so far under its flag.

This is because the main goal of European Bulls is lobbying and external communica-
tion. Most of its activities so far has been press conferences and press releases, with a
good media coverage; this is at the same time useful for each individual member of
the alliance: being medium sized or small companies, compared with the incumbents,
some extra publicity is always needed.

2.4.1.2 The "Rail Euro Concept”(REC) model

Here we have a legal structure, in fact a limited company. Its size remains very small
(about 30 staff), compared to the mother companies, Railion and SNCF. Actually, the
stakeholders do not want it to be or to become a Railway Undertaking: each big rail-
way keeps its own business orientation, commercial services and production system.

REC was created with the aim to be a coordinator in the operational processes. The
“bricks” devolved to Rail Euro Concept are:

= Studies (Medium term),

= Production planning,
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= Day to day production follow-up,

= Cross border facilitation.

There is a trilateral contract between Railion, fret SNCF and REC, detailing the respon-
sibilities of each party. But despite these written rules, pre-eminence of the 2 stake-
holders is structurally overwhelming and unanimity is needed for most decisions

2.4.1.3 The "Thalys” model

Thalys is of course a passenger venture, but the model can be used easily for freight
too. The main point of course is that Thalys was, from the beginning, a success story.
This must be underlined, because most business cases in the freight area were and
remain less promising.

Thalys has also always had, like Eurostar, a very strong image as a product. Its
shareholders have accepted to differentiate Thalys completely from “normal” trains
(with specific and high profile advertising, yield management of prices, differentiated
design for the train sets, specific catering and frequent traveler programs, on board
magazine and so on).

The legal structure linking SNCF and SNCB in a Belgian co operative, is not particularly
binding in itself. If the joint venture is already able to work in many aspects like a real
Railway Undertaking, it is probably because of a very effective (and double) delegation
of powers:

= from the shareholders to the board of directors,
= from the board of directors to the managing director.

Thus many responsibilities are already managed by the latter, like the definition of
general strategy and commercial policy: pricing, yield management and consistence of
service (frequencies, time tables) and also

= Communication, press releases, lobbying, marketing, brand names, advertis-
ing, image, customer service; market research, service standards in trains and
terminals, common training for the staff, quality measurement;

» Safety framework (drivers, conductors and maintenance), co-ordination of op-
erational services of the two partner companies, co-ordination of maintenance
works, operational co ordination in day to day activities;

= Co-ordination of strategic projects.
2.4.2 Competitive models

2.4.2.1 One company with global geographical coverage

This is the model we can observe in road transport, with a fairly homogeneous Euro-
pean infrastructure used by all and trucks delivering an end to end service. This can
happen, but very rarely, for railway transport too, for example in the case of a block
train crossing a border and destined to the private siding of a big industrial company.
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The fact is interoperability has not developed enough to allow this to become usual:
Normally, or very often, locomotives and or drivers have to be changed at the border
station, due to specific regulations, language problems and further difficulties already
described.

This is why, in most cases, a partner with a good knowledge of the particularities of
the neighboring country, is needed.

2.4.2.2 One company with subsidiaries

This is the way chosen by Railion some years ago. Subsidiaries were set up in the
Benelux and Denmark, and shares taken in Railway undertakings in other countries. In
theory partners combine flexibility and geographical coverage in doing so. The insuffi-
cient level of interoperability remains of course the same as before.

2.4.2.3 One company with subcontractors

Contractual law will replace shareholder’s influence in this case.

The main contractor can use its subcontractor on a permanent basis, or on an ad hoc
basis. One can also imagine a kind of symmetry in subcontracting; it may be that the
same company is the main contractor for one traffic and a subcontract for another
one.

For the final customer, the situation is clearer, notably as far as liability is concerned,
with only one party responsible towards him, even if, exactly like in the past, the ser-
vice will be performed by 2 or 3 subsequent companies.

This is, for example, the case on the North south route with BLS Cargo and Railion,
(despite the fact that Railion has a share of 20 % in BLS Cargo). Railion calls this type
of arrangements where subcontracting partnerships are formed with the intention to
compete with other players "Competition”.

Finally, subcontracting traction only can be an option (like with RTC and Lokomotion).
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2.5 An analysis of non rail co-operations

An analysis of co-operations in transport and logistics sectors other than rail have re-
vealed a range of practices that may stimulate the development of co-operation
strategies in the rail freight sector. The competitive forms of organizing transport ser-
vices already listed at the end of the previous chapter do also exist in other transport
and logistics sectors. They shall not be discussed in detail again as the “co-operative”
elements are often facing a strong controlling position of a lead partner. The competi-
tive forms of organization are:

= One company with global geographical coverage. One service provider provides
full service along the transport chain;
= One company with subsidiaries. The lead partner has full control of the part-
ners;
= One company with subcontractors. Partners are bound by contracts regarding
the performance and possible sanctions. Subcontractors may lose a contract in
case of bad performance or dissents.
In the following, the co-operative forms of organization are presented and discussed.
They were clustered in four categories:
» Customer driven co-operations,
» co-operations of service providers,
= co-operations of service providers with central sales and marketing elements;
and
= co-operations with indirect effects on market development.

2.5.1 Customer driven co-operations

The businesses of shippers, being the customers of the transport and logistics indus-
try, highly depend on the quality of transport and logistics services. Furthermore,
shippers have a high interest in keeping transport and logistics costs down to improve
their competitiveness in the market. Some shippers and their commissioned freight
forwarders have therefore initiate co-operation in the operation of their transport and
logistics processes. The main objective is the concentration of freight flows and the
capitalization on economies of scale. But also further effects may result:

» reaching critical transport volumes for the implementation of new processes
and/or technologies;
* increasing capacity utilization by either joining freight flows being complemen-
tary in time and/or by route (backloads!).
Three examples may highlight common practice, where customers co-operate to en-

hance the efficiency of transport and logistics services.
2.5.1.1 Deep-freeze food logistics

Three deep-freeze food manufacturers from the Osnabrlick region (Germany), offering
all different product ranges, agreed on joint order acceptance, storage, packaging and
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distribution (transport). The production volumes being highly complementary in time
(ice cream in summer, bakery products in winter) allow to reduce overall storage ca-
pacity and lead to high capacity utilization of assets along the overall logistics chain.
The transport logistics provider in this case is owned by one of the customers.

Transport logistics of three companies where fully integrated due to the non-
competitive position of the partners involved. Further more, economies of scale may
be achieved in common procurement processes.

2.5.1.2 Antwerp Intermodal Network (AIN)

Port hinterland services of the port of Antwerp highly depend on road services. To in-
crease the share of alternative transport modes to make better use of transport infra-
structure and to increase the quality of hinterland services, the port of Antwerp took
the initiative to foster inland waterway transport and rail as a means to improve cus-
tomer satisfaction among port users.

The port of Antwerp therefore acts as a mediator between final transport customers
(shippers) and transport service providers and co-ordinates the implementation of new
services by inland waterway transport and rail. Operators keep their high degree of
independence.

2.5.1.3 On road Alliance

In Sweden, the On road Alliance was created on the initiative of a major freight for-
warder Kihne + Nagel. Kihne + Nagel, not delivering road transport services in Swe-
den themselves, was unsatisfied with the services provided by the competing full ser-
vice providers. The On road Alliance was hence set up, joining a range of regionally
operating road transport providers, operating also national long-haul services. The
new national network is fed by Kihne + Nagel transport volumes, operates under
harmonized quality standards and runs a common IT platform. Regional activities by
the partners are not affected. Members are granted full independence.

As in the AIN project, the co-ordinating partner takes over some administrative tasks
but does not seem to dominate the group.

2.5.2 Co-operations of service providers

Transport and logistics providers freely acting on the market tend to join capacities
and know how to improve their market position and to capitalize on economies of
scale. Nevertheless, they may wish to maintain a high degree of independence while
co-operating in certain parts of the business.

Three examples may highlight common practice in the transport sector, which all have
in common that marketing and sales largely remain with the particular partners. Some
common central administrative services are usually provided by a service provider be-
ing more or less closely linked to at least one of the partners.
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2.5.2.1 Interlining in air freight services

Interlining is @ means for air freight carriers to extent their network without operating
on additional links themselves. Carriers agree to co-operate in a way that they provide
transport capacity on their routes to the partner, taking on board freight acquired by
the partner. An interline agreement between two carriers covers billing procedures,
the handling of claims, arbitration procedures in case of disagreements, and waybills
and other documents. Transport rates are agreed separately.

The IATA interline agreement, the annual update being negotiated under the lead of
IATA, is the most popular document interlining is based on. Carriers wishing to inter-
line with another carrier have both to access the agreement and need to manifest
their will to interline with this particular partner. Clearing house services are also pro-
vided by IATA.

Bilateral interline agreements do not involve IATA although the IATA interline agree-
ment is often the basis for the contract agreed among the two partners. Billing is di-
rectly handled by the two partners.

2.5.2.2 The New World Alliance (TNWA)

The New World Alliance consists of three major container shipping companies jointly
optimizing their networks, for example: ports served, and schedules. Sharing trans-
port capacities on their vessels, this form of co-operation is similar to interlining in air
freight services.

Obviously no major common sales and marketing activities are ongoing, no joint body
is known which has been set up for support services

2.5.2.3 Cargoline and ABX Deutschland: Integration of networks

Two less-than-truckload (LTL) networks for consolidated/grouped goods were partly
merged after a long awkward economical period of the ABX Deutschland network.
CargolLine hence opened its network to ABX LOGISTICS at the beginning of 2006, tak-
ing over ABX’ business (transport volumes). Six ABX branches were fully integrated
into the CargolLine network, the others were otherwise sold or closed. CargoLine qual-
ity standards and product range are implemented.

ABX gave up its own LTL network in Germany but gained a reliable strategic partner in
its international network. Both the European CargolLine network and the European and
international network of ABX LOGISTICS are not affected by the co-operation at na-
tional (German) level.

Compared to completely selling ABX Deutschland, ABX does not have to give up its
LTL business in the most important European market. Instead, ABX has got a reliable
partner. CargolLine improves its network and largely benefits from increased transport
volumes.

7‘ Hacon Synthesis of international treaties, bi-/trilateral agree- Page 39 of 210

ments and best practices from other trades



i
- 4 Contract N° 513504 )
Ei = Business Model for international Co-operation e T

2.5.3 Co-operations of service providers with central sales and
marketing elements

2.5.3.1 Star Alliance

The Star Alliance is the first close alliance in the passenger air transport sector,
founded in 1997. Its main objectives are:

= extending the services offered to the customers by each carrier by interlinking
the partner networks and services;

»= usage of synergy effects at service and operational level;
= fostering innovation and setting of industry standards;
» capitalizing on economies of scale and alliance bargaining power.

Five years later, the Star Alliance Services GmbH was founded steering the many pro-
jects implemented by Star Alliance members. Examples are the optimization of flight
schedules, optimizing passenger transfer between Star Alliance flights in terminals and
the development of a common information technology platform.

Complex marketing structures have been established including joint ticket offers (by
continents, the “Around-the-World Ticket” etc.), linking frequent flyer programs and
sales procedures.

2.5.3.2 Bonamare - Bonatrans

The inland waterway shipping market is to a large extent characterized by owner mas-
ter operated units (owner and master of a vessel being identical) fully bearing the
economical risk of their ship and operations. Due to the limited capacities of one single
ship (and its owner), no strategic approach to marketing and acquisition of contracts
is possible. Many shippers hence practice a hand-to-mouth living or have their ship
chartered by forwarders and the like.

Bonamare overcomes this critical situation by establishing a shared risk community
which now survived almost 30 years and was able to cope with rising fuel prices and
heavy competition with eastern European ship owners so far. The major objectives of
Bonamare are therefore:

= bundling capacities for the centralized joint acquisition of bigger and more
complex contracts;

= capitalizing on economies of scale (fuel, etc.);

= sharing of economical risk of commercial activities, especially repair.

2.5.3.3 Colog AG, Bayreuth, Germany

Six partners from the freight forwarding business jointly founded ColLog AG (plc.) in
2005 to provide mainly the regional supply industry with a competent partner in con-
tract logistics. CoLog is intended to provide qualified services in the fields of intralogis-
tics and transport logistics, being a close link between shippers and freight forwarders.
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ColLog is a central element of a new strategy, offering services that go far beyond the
services provided by each partner so far:

=  bundling existing know-how of the partners for the provision of value-added
services such as process analysis and consulting and

= provision of one face to the customers (marketing/ sales) as regards complex
tasks and contracts.

2.5.3.4 System Alliance

The System Alliance provides a co-operative transport network for consolidated/
grouped freight. The group are seeking chances to compete with internationally oper-
ating logistics service providers. The establishing of the System Alliance network is
therefore an appropriate means of extending the geographical coverage of each of the
partner’s services.

Joint marketing, internet presence and sales activities are central elements of the alli-
ance. All partners seem to keep their independence as regards the provision of ser-
vices in other than the consolidated cargo sector.

2.5.4 Co-operations with indirect effects on market develop-
ment

The two following examples shall demonstrate co-operations that only indirectly affect
the success of businesses in the freight transport sector. The China Cargo Alliance
supports professional networking in a quite new and non-transparent market but may
have significant short-term effects. eWIT improves the knowledge about inland water-
way and intermodal transport and will hence only have a mid- to long-term effect.

2.5.4.1 China Cargo Alliance (CCA)

CCA members from China seek to co-operate with freight forwarding companies from
abroad. CCA provides the Chinese forwarding industry with a network of international
freight forwarders who not only handle their export shipments, but who allow to de-
velop international business all over the world.

The main objectives of international partners are access to the Chinese market at re-
duced risk. Chinese partner companies provide a good knowledge of the Chinese mar-
ket or of at least their port or region. They are able to provide the full range of ser-
vices in China, extending the facilities of non-Chinese forwarders not having the ca-
pacities or not whishing to set-up own offices and networks in China themselves.

CCA enables their members to compete with large multinational forwarders by having

a reliable international forwarding network and thereby providing good services at
competitive prices.
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2.5.4.2 eWIT - Web-based Intermodal and Inland Waterway Transport
Training for Europe

The project eWIT pursues three main objectives:

= provision of a consolidated source of information about intermodal inland wa-
terway transport (IWT);

= provision of modern and attractive learning tools in the sector of logistics edu-
cation and training on intermodal IWT;

® increase of awareness for intermodal IWT in the European logistics sector.

In order to improve the use of multimedia technologies in education on Inland Water-
way Transport, eWIT has implemented a new web-based approach to logistics train-
ing. Web-based applications have been developed which will provide European trainers
and learners with up-to-date training methods and content on intermodal IWT. The
tool shall replace current methods and content which is mostly reduced to a few out-
dated technical and nautical issues. Instead, eWIT provides users of the new platform
with information displayed in several formats: text, graphs, audio and video anima-
tion.
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3 Component analysis and generalization

3.1 Deduction and structuring of co-operation components

From the analysis of existent co-operation models (see chapter 2.4) 51 co-operation
components have been derived. These components can be interpreted as the basic in-
struments for appropriate Business Models.

As shown in chapter 1.4.1, a Business Model is the strategic framework of a company.
Under this condition it is suitable to structure the components analogue to the organi-
zation of a company with its main “departments”

= Headquarter / Management with the components
o0 Strategic planning,
o Logistical capabilities,
o Market research,
o Standard setting,
0 Moderation of interests and conflicts.
= Administration with the components
o Billing, accountancy,
o Financing, Controlling,
o Allocation of transaction costs.
= Business with the main components
o Marketing and sales,
o Customer services,
o Operations,
o Know-how-management,
o IT-Systems.
Most of these components are specified in one or even two further levels.
= Resources with the main components
Traction / movable assets,
Wagons / movable assets,

o O O

Personnel,

o Infrastructure.
Most of these components are specified in one further level.
All components have been assigned to these four main categories. As a result Figure
3-1 shows the maximum case of a “co-operation company”. This is a theoretical case
and shall provide a complete and structured overview of all components. A deeper

analysis has to show, which composition of components will in summary lead to a
suitable corridor specific Business Model.
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Figure 3-1:

Structured overview of co-operation components (maximum case)

I Headguarter / Management [F—— Administration |
] | | ]
Strategic Logistical Market research Standard Moderation of Billing Financing Allacation of
planning capabilities Access o new setting interests and conflicts Accountancy Caontralling transaction
I Business | I Resources |
] I
| | ] 1 | | | ]

Marketing Customer Operations Knowe How- IT Systems Traction \Wagons Fersonel Infrastructure
and sales services management]
Product "oss" Yalume bundling Information platform Qrderingd Ordering! Stafftraining, (Low-cost
definitian, - Customer coordinétion (Weh-sitey comman camman pravision of sterminals
sales, - Background coordination procurement procurerment services,
adverising coardination
Frequentuser Information platform Interlining Disposition Allocationd Fool management Staff provision Transshipment
programs, (Hatline, paperawark) {resources) dispatching facilities
wield
Lobbying After sales Diaw ta day operation, Dispatching Maintenance Maintenance Laading paints

dispatching (operation) (customers)

- Mutual acceptance of

locos, wagons, personal

Tracking and tracing - Failure mangement Slot management

Guality agreements

- Continuous train
supervising

- Ad-how resources
Management

Guality management
- Liability For damages,
delays ete.

Slntbnokinﬁ and usaﬁe

Terminal operation

Cross horder

transportation

- Customs clearing

- Train controlling vs.
mutual trusting

-Handling of transport
documents

Time table
canstruction

Guality management

ccountanc

Data management

Interfaces
data exchange

Booking
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3.2 Description and definition of the co-operation components

Figure 3-4 provides another (listed) overview of the components with a short descrip-
tion in order to get a common sense of understanding what is actually included in the
respective components.

However, the analysis of the co-operation models showed, that three of the compo-
nents (including their interdependences) can be expected to have an outstanding im-
pact to the planned corridor related new and optimized rail freight services and will
thus be described more detailed:

= volume bundling,
* interlining and
» yield management.
Volume bundling can be done in two steps (see Figure 3-2):

= “Classical bundling”, i.e. bundling via sales management activities to fill own
cargo capacities.

= “Interlining”: This alternative, coming from the cargo airline business, is filling
spare capacities a certain short time before departure with cargo from the
,competitor® (and vice versa) in an interaction process. This action should take
place actually after the first step, in due recognition of one’s own capacity be-
fore departure.

Figure 3-2: Principle of volume bundling and interlining

1. Step . clfassical bundiing”
Filling of own allotments with ,,own™ cargo

Illlll || . || | |

Operator A Operator B

2. Step “Interining”
Filling own allotments with “external” cargo

Operator A Operator B
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Another instrument to get volume is yield management. It is first of all a tool of pric-
ing (see Figure 3-3). A fundamental precondition is the knowledge of one’s clients be-
havior concerning their ordering process dependant on their flexibility of order time.
An optimal situation for yield management is a container block train. It could be seen
as a ,virtual® platform with predefined allotments as “booking units”.

Figure 3-3: Principle of yield management

Time | baoking b
frame start erlu:l Train dep.
I
I
I
"Flex |
Price !
offer!)

Yolume —_aﬂﬁhmxxhx
Cost

I
I Coverage
| (=Tul=Tui NP

MNormal
Frice

E |
Wollme ___ffff”“;:;::==h

¥ Preconditions
- "higtory" date base (concerning volume [ price correlation)
- train = ficed, defined capacity

Both tools above are good examples for setting of business rules:

= for the classical bundling no common business rules are necessary for any sort
of co-operation. The train capacities of each operator are contracted for a cer-
tain duration. Thus each operator will apply his internal rules to get cost cover-
age.

= for the interlining process common business rules are definitely necessary.
They have to be contracted between the train partners to create a win / win
situation on each side.
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Figure 3-4:

Definition of the co-operation components

Component
level 1

Component level 2

Component level 3

Component level 4

Definition, Remarks

Headquarter /
Management

Strategic planning

Adapting long-termed action schemes

Logistical capabilities

Using different logistical capabilities of different partners for one lo-
gistic offer

Market research, ac-
cess to new markets

Common market research resulting in volume bundling

Standard setting

E.g. branding of one common product

Moderation of inter-
ests, conflicts

Neutral and competent instance to

moderate interests of the partners,

balance interests of partners and customers,
conciliate in case of conflicts amongst the partners.

The relevance of this component increases with rising number of
partners/customers.

Administration

Billing, accountancy

Agreement on common systems,
One leading accountant company

Financing, controlling

see above

Allocation of transac-
tion costs

Distribution of transaction costs amongst the partners,
Search and information costs,

Bargaining costs,

Policing and enforcement costs.

Business

Marketing and sales

Product definition, sales, advertising

Common agreement in order to be recognized as ONE product

Frequent user programs, yield man-
agement

see separate description above, see also Star Alliance Program

Lobbying Cooperation enforces a better recognition and acceptance. Being
done preferably by the “Lead Partner”, e.g. like European Bulls
Customer services *0ss” customer coordination "external" co-operation between the "one face" and the customer

7‘ HaCon
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Component Component level 2 Component level 3 Component level 4 Definition, Remarks
level 1

Background coordination

"internal" co-operation amongst the partners as a necessary pre-
requisite to create a “one face”

Information platform

e.g. Hotline, paperwork, ...

After sales

Common evaluation of Customer’s satisfaction

Tracking and tracing

Continuous (online) information about localization and status of the
transportation load

Quality agreements

Cooperation on equal standards as basis for quality control

Operations

Volume bundling

see separate description above

Interlining

see separate description above

Day to day operation, dispatching

Mutual acceptance of
locos, wagons, personel

Administrative co-operation to avoid time loss and operational ef-
fort

Failure management

internal responsibility for failure (amongst the partners) and failure
regulations between the partners and the customer(s)

Continuous train super-
vising

permanent localization and target/actual comparison

Ad-hoc resources man-
agement

Management of resources in daily operation, also in case of opera-
tional problems. Not to be mixed up with the mid or long term re-
source planning

Quality management

e.g. Liability for damages, delays etc.

Slot booking and usage

Cooperation is securing a better position for slot negotiating It is
the result of common volume bundling

Terminal operation

Integration of terminal infrastructure and operation; co-ordination
between train and transshipment operation

Cross border transportation

Customs clearance

“one side” responsibility for customs clearance, online customs
clearance

Train controlling vs. mu-
tual trusting

Mutual trusting to avoid time loss due to technical examinations

7; HaCon
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Component Component level 2 Component level 3 Component level 4 Definition, Remarks
level 1
Handling of transport common set of documents, common platform for electronic trans-
documents port data exchange
Time table construction coordination of time tables amongst the partners and between the
partners and the customers.
Know-how- On line access for each partner of all methods, results of thee pro-
management ject, collection in a data bank
IT-Systems Information platform (Web-site) Common web-site
Disposition (resources) graphically supported online disposition of resources
Dispatching (operation) graphically supported online disposition of rail and road long/short
distance traffic and shunting movements
Slot management Common tools for slot purchasing, management and selling
Quality management Common tools for quality management
Accountancy Common tools for accountancy
Data management Common tools for continuous standing data management
Interfaces, data exchange Common interfaces for data exchange between the co-operation
partners and between co-operation/customer
Booking Management and viewing of train capacities, electronic booking for
customers
Resources Traction (for rail) / Ordering / common procurement Common ordering (with an agreement on one common specifica-

movable assets (for all
other modes)

tion) is securing better pricing

Allocation / dispatching

Agreement on a relevant back office with common business rules
and assessment tools

Maintenance

On the basis of a common maintenance rules agreement on a
common depot strategy

Traction (for wagons)
/ movable assets (for
all other modes)

Ordering / common procurement

see above “traction”

Allocation / dispatching

see above “traction”

Maintenance

see above “traction”
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Component Component level 2 Component level 3 Component level 4 Definition, Remarks

level 1

Personel Staff training, provision of services Installing common training centers with a common program
Staff provision Using the same pool
Infrastructure (Low-cost)terminals Transshipment points (terminals, hubs, ...) owned by the co-

operation or by one of the partners

Transshipment facilities

Transshipment facilities owned by the co-operation or by one of the
partners

Loading points (customers)

Integration of customers’ loading points into the operational con-
cept

7‘ HaCon
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3.3 Applications of the co-operation components

In a further working step it was analyzed, which components were actually used in the
30 existent co-operation models. This kind of evaluation can be used to identify suit-
able components for the development of new Business Models with similar framework.
This procedure will be executed in chapter 4.

Figure 3-6 provides an overview of the usage of the components in the respective co-
operations and furthermore shows their assignment to the components groups. In
summary all 51 components and 30 analyzed co-operation models resulted in 500
identified component nominations. This means that the "“average” analyzed co-
operation model consisted of 16-17 used components; actually the spectrum reached
from minimum 1 to maximum 33 used components.

Within a deeper analysis it was examined, what kind of components were used in
dedicated kinds of co-operation forms

For this analysis the co-operations were structured into four clusters:

= Cluster I: Passenger co-operations (2 examples analyzed),

= Cluster II: General agreements (rail freight) (2 examples analyzed),

= Cluster III: Freight co-operations (rail) (13 examples analyzed),

= Cluster IV: Freight co-operations (non rail) (13 examples analyzed).
The components were aggregated to level 1 (see also Figure 3-4):

» Headquarter/Management,

= Administration,

= Business,

= Resources.

Figure 3-5 shows the relative frequency of usage of the components in the respective
co-operation cluster. This type of presentation takes into account, that the co-
operation clusters and the components level have different sizes (numbers of co-
operations/components) and that not all components are usable in non rail co-
operations.
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Figure 3-5: Relative frequency of component usage in different forms of
co-operation models

O Passenger co-operations O General agreements (rail freight) O Freight co-operations (rail)
O Freight co-operations (non rail) O All co-operations

1,00

0,90

0,80

0,70 - —

0,60 —

0,50

0,40

0,30 —

0,20 —

i { :‘_‘T
0,00

Relative frequency of usage

Components (level 1)

The main results from this evaluation show

= a notably high frequency of usage within the passenger co-operations; this ap-
plies to all components. However it has to kept in mind, that this sample is
rather small; therefore the results remain uncertain.

= that the usage of resources components is smaller than within other compo-
nent levels;

= that the frequency of component usage within “rail” and “non rail” co-operation
is about the same.
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Figure 3-6:

Usage of co-operation components in existing Business Models

Passenger co- General agreements _ - r
operaiio:s (rail) (rail 'ﬁ?eight) Freightco-operations (rail)
1 2 3 4 5 ] ) 8 a 10 11
Eurostar Thalys COTIF Rail Met Box- Brenner | CORTAX | European | European | Kombi- | Netzweark
Lomponent [Component Component Component Europe ¥press |Rail Cargo Bulls Rail verkahr Privat
avel 1 level 2 level 3 level 4 Alliance Alliance Shutde -ICA b ahnen
Strategic planning + + " " [ [ +
Headgquarter /| Logistical capabilties H H H H
Managernent [Market razearch, Access to new markets " " " "
Standard setting N H
Moderation of interests and conflices H H H H
Billing, Accountancy H H H
Sdrninistratio) Financing, Contralling H H H "
Aloc transaction costs
Product det,, sales, advertising H H H H H H W H
Marketing and sales Frequent users, vield manag, H H
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"ogg" Customer coordination H H H H H “
B ackqround_coordination H H H H 4 4
Intorm. platarm (Hodine, paper) " " = A
Custarer services After zales H H H H H "
Tradking and tracing ¥ " M "
Cuality agreements H H H H H H H
“olurne bundling H H " "
Interlining
Mutual acceptance of H H H
locos waqens, personal
Day to day operation, Failure managernent B B B " " " "
dispatching Cantin, frain supervising " H H H H
Ad-hoc resources manag. H H H " "
Busziness Cparations Cuality rmanagemant Liability for damagas ete, " ] ] "
Slot booking and usage H H H N H H H
Terminal operation H H
Cross border transportation Customns dearing ® ®
Mutual trusting "
Handling of decuments H H
Tirne table construction 4 " 4 H H H H
Enow How-managernent H
Information pladorm (Web-site) " " 3 " N 3 N N "
Crisposition (resources)
Dizpatching (operation] ® ®
Slat management H i H u i "
IT Sustems Quality management " H = H H
Acoountancy H H
D ata managament H 4 H 4 H
Interfaces, data enchange " " H " " H H " "
Baoking H H H = H H
Tracton [general: Orderingfcormmon procurement " " x
rmovable aszets) Allocation dispatching ¥ ¥
Maintenance H H
WWagons (qeneral: |orderingfcommon procurement = "
rmovable assets) Pool management H I
Resources Maintenance H H
Perzanel Staff fraining provision " "
fi
“ “
[ Low -cost-Iterminals A
Infrastructure Transshiprment faciliies
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Usage of co-operation

components in existing Business Models (continued)

Freightco-operations (rail)

Freightco-operations (non rail)

12 13 14 15 16 17 18 19 20
Rail Eure (Rail Traction Railion SIBELIT System- UIRR Air Cargo Antwerp | Bonamare-
Component |[Component Component Component Concept Company/ North- cargo Model Intedining | Intermodal | Bonatrans
evel 1 level 2 level 3 level 4 Lokom otion | Southroute MNetwark
Strategic planning ® H H H ® [l
Headquarter /| Logistical capabilities H H 4 H
Management [Market rezearch, Access o new markers " H H " i
Standard setting H H =
IModeration of interestz and conflicts i H H H i
Billing, Accountancy ® H H H
Administratiod Financing, Controlling " H H
Alloc transaction costs H
Product det,, zales advertizing H H H = N "
Marketing and sales Frequent users, yield manag.
Lobhbying H H H
= Customer coordinaton H H H H H H
Brackqround_coordination 4 4 H H H H [#]
Inform. plattarm [Hodine, paper) " N =
Customer services After zales # A
Tradcing and tracing H " u H
Quality agreements H H H H
Volurme bundling H " H H H H
Interlining H
lMutual acceptance of " " " " Mo trelevantfor non-rail co-operations
acos wagons, personal
Cray to day aperaton, Failure management H H " o H H H |
dispatching Contin, train supervising H H “ H Notrelevantfor non-rail co-operations
Ad-hoc resources manag. H " Y b
B siness Cperations CQuality management Liability for darmages et 3 3
Slot booking and uzage H H H i =
Terrminal operation " M M
Cross border transportation Customns dearing
Mutual rusting ® ® ® ® Notrelevantfor nen-rail co-operations
Handling of documents H
Time table constructon " " " H H H
Know How-rnanagernent =
Information platform (Web-ste) ® ® ® =
Dispesition (resources] H " H H
Dizpatching [nperation] H H i
Slot ranagement " A "
ITSystems Cuality management H H H
Acoruntancy ] H
Drata management H
Interfaces, data enchangs H H
B ogking =
Traction (qeneral: Crdering/commaon_procurerent 4 4
mowable azsets) Allocations dispatching b H A H
Maintenance
Wagans (general: Crdering/common_procurement H Notrelevantfor nen-rail co-operations
mowable assets) Pool management 0 Notrelevantfor non-rail co-operations
Fesoupces Maintenance H Notrelevantfor non-rail co-operations
Perzonel Staff waining, provision "
lof_services, coordination
Staff prowisian H H
[Low -cost-1terminals H
Infrastructure Transshipmentfacilites H N
Loading points (custarmers) H
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Usage of co-operation components in existing Business Models (continued)
Freightco-operations (non rail)
21 22 23 24 25 26 27 28 20 30
Cargo- China City Colog AG Deep- aWIT On road Star System The New
Component [Component Component Component Line/ABX Cargo Logistic freeze food neberork, Alliance Alliance World
evel 1 level 2 level 3 level 4 Alliance logistics Swreden Alliance
Strategic planning H H H H H H H H
He adquarter /]Logistical capabilies u H H H
Managerent [Market research, Access to new markets ) ) ¥ ¥ ) ¥
Standard setting H
IModeration of interests and corflices H H H H
Billing, Accountancy N " = " " = "
&dministratiof Financing, Controlling H P H “ H “
Alloc transaction costs A H = H = H
Product def,, sales advertising H H H H ® = H H
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Slot booking and uzage =
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Tirne table canstruction " " H " I
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Cispatching [operation) H H = H
Slot rnananement
IT Sustam s (Quality managament ] H H
Aco0 U nta iy " M b
Drata managament ) b
Intertaces, data exchange " M ¥
Booking " M
Traction [general: Crdering/common_procurement
movable assets) Allocations dispatching H H ] H H
Maintenance H H
Wagons (qenerak |Crderingfcommeon procuremert, Notrel xrations
movable assets) Pool management Notrelevantfor non-rail co-operations
Resources Maintenance Notrelevantfor non-rail co-operations
Perzanel Staff waining provision 3
of sarvices, coordination
Staff provision
[ Low -cost-Tterminals " ¥ ¥ ¥ ¥
Infrastructure Transshipment facilities N H H H H
Loading points Custamers] "
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4 Conduction of components to a comprehensive Busi-
ness Model

4.1 Methodical approach

The development of TREND Business Models is subject to two main groups of influ-
ences (see also Figure 4-1):

1. General objectives of the TREND approach, such as
= Seamless transport from customer to customer with respect to infrastructure,
operation, information and organization;

* “One face to the customer”;

= Competitiveness to mere road transport as a necessary prerequisite for modal
shift effects

2. A corridor specific framework, consisting of main criteria as

= Business cases,
» Infrastructure!?,
= Actors, players,
= Other prerequisites.

Figure 4-1: TREND Business Models — Methodical approach

General objectives \

Business
CASES

Business

Compaonents
P model

Adors,
players

The usage and composition of components - as the instruments for Business Models -
has to be reflected on this framework.

As a conclusion it has to be stated, that there will be no “ideal” Business Model, which
fits for all, but “comprehensive” Business Models, whose suitability has to be evalu-
ated within the respective (corridor specific) framework.

! It is preconditioned, that all railways are separated into operation and infrastructure departments
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4.2 Specific framework for existents co-operations

Following this argumentation the four main aspects of the specific framework have
been split up in representative criteria by the workpackage team during a meeting on
June 13™ 2006 in Hanover.

Further more the spectrum for each of these criteria has been defined by (minimum)
two to (maximum) five specifications. Figure 4-2 shows the result of this discussion.
Within a next working step all 30 examined co-operations (see chapter 2.4) have been
assigned to the specific framework scheme by four expert teams from

» CER: co-operation forms 1-6, 8-16
= HaCon: co-operation forms 16, 23, 29
= IVE: co-operation forms 18-22, 24-30
= UIRR: co-operation forms 7, 10, 17

The result is shown in Figure 4-3. The quantitative evaluation is according to the
scheme in Figure 4-2 and covers a spectrum from 1 to 5.

The result of these classifications is the specific profile of the respective co-operation
model. These profiles can be used to classify a new Business Model. By identification
of similar specific profiles of the existent and the new example, suitable components
and their specification can be derived. These working steps will be executed in the fol-
lowing chapter for the development of a Business Model of an example corridor.
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Figure 4-2:

General spectrum of specific framework for Business Models

< | Spectrum >
Criteria
1. Business Cases 1 2 3 4 5
Service affected new extended links between existing ones
Markets affected spedific market segments several ".”arket segmerts
involved

Competition intermodal intramodal intermodalfintramodal
Competition in charging schemes same level higher than competitors lower than competitors
Geographical Coverage wiordwide Europe corridor limited nurrgtfersc;f countries region
2, Infrastructure 1 2 3 4 5
Ownership / Access public / free unlimited public / regulat_:ed ACCESS private / external owner private / owned by one external / owned by several

access (regulation) partner partners

Charging system

free of charge

fixed charges

to be negotiated

Infrastructure Charging

free of charge

Marginal costs

Full infrastructure costs

Full cost {internal + external)

specific)

3. Actors / Players 1 2 3 4 5

Mumber of parties affected bilateral multilateral Alliances open network

Leadership Same level strong leader

Mature {level of creation of value) \de(nht;cra‘nlzo—ns:;rlw;lar complementary (vertical)

4, Other Prerequisites 1 2 3 4 5

Geographical Coverage national international within EU international

(political borders) (common framework)

Legal / Contractual Framewaork individual general framework (sector- legal framework (e.g.
international law)

Intensity of Cooperation

merging businesses

merging parts of the
business / partner largely

Restriction to specific geo-
graphical area {full indepen-

independent dence beyond this region)
Finandial Committment equal shares unequal shares own costs
own risk

Risk sharing

equal shares

unequal shares
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Figure 4-3:

Specific framework for the Business Models of existing co-operations

Quantitative spec-

trum from 1 to 5
(see figure 4.2)

Criteria 1 2 3 4 ] 6 7 8 9 10 11 12 13 14 15
Euro- | Thalys | COTIF |Rail Net| Box- | Brenner | CORTAX (Euroj Europ Kombiver- | Netzwerk|Rail Euro| Rail Traction Railion SIBELIT
star Europe | Xpress [Rail Cargo Bulls Rail kehrICA | Privat- | Concept| Company/ North-

Alliance Alliance | Shuttle (ERS) bahnen Lokomotion | South-route

1. Business Cases

Service affected 1 1 14345 | 14345 | 143 5 14345 143 143 14345 | o | 35 1 14345 143

Markets affected =3 =3 =3 =3 1 =3 1 =3 1 1 =3 =3 =3 =3 =3

Competition 1 1 1 1 1 3 1 3 3 1 3 1 3 3 1

Competition in 3| 3 3 3 3 3 3 3 3 3 3 3

charging schemes

Geograph. Coverage 4 4 1 1 4 3 4 4 4 4 4 4 3 3 3

2. Infrastructure

Ownership / Access 5 | s 2 2 4 5 1 {rail), 5 4 1 {rail), 5 5 5 4 5

5 (terminal) 5 (terminal)
. non non 3 (rail) 3 (rail) non

Charging system 5 5 relevant | relevant 5 5 5 (terminal) 5 5 5 (terminal) | relevant 5 5 5 5

Infras_tructure 3 3 non non 3 3 445 3 3 445 non 3 3 3 3

Charging relevant | relevant relevant

3. Actors / Players

Number of parties 142 | 142 | s 5 4 1 2 4 4 1 4 2 1 2 2

affected

Leadership 1 1 nen 1 5 1 1 5 5 1 1 1 1 5 1

relevant

Mature {level of 1 1 non 1 5 1 5 1 5 5 1 1 1 1 1

creation of value) relevant

4. Other Prerequis.

Geograph. Coverage 3| 3 5 5 3 3 5 3 3 5 3 3 3 3 3

{political borders)

Legal / Contractual 1 1 5 3 1 1 1 3 1 1 3 1 1 1 1

Framewaork

Intensity of 143 | 143 | MO0 | onmen fg 5 5 5 3 5 5 3 3 5 5

Cooperation relevant | relevant

Financial non non

Committment 3 3 relevant | relevant 3 3 3 3 3 3 5 ! 3 5 3

Risk sharing 1 1 nen | non 3 1 3 1 3 3 5 1 1 3 1

relevant | relevant

General agreements {rail freight) Passenger cooperations {rail} Freight cooperations {rail}

Freight cooperations {MNon rail)
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Specific framework for the Business Models of existing co-operations (continued)
Criteria 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
System- UIRR Air Cargo Antwerp Bonamare-| Cargo- | China Cargo City ColLog Deep- eWIT On road Star System | The New
cargo Model |Interlining| Intermodal | Bonatrans | Line/ Alliance Logistic AG freeze food network, | Alliance | Alliance World
Network (AIN) ABX (CCA) logistics Sweden Alliance
1. Business Cases
Service affected 3+5 14345 5 14345 5 5 1 3+5 3+5 5 1 145 5 3+5 3+5
Markets affected 1 1 1 1 =3 1 1 1 =3 1 =3 =3 1 1 1
Competition 1 1 3 5 5 5 [ 3 5 3 3 5 3 3 3
Competition in 3 1 345 5 345 N/A 1 345 1 5 1 1 1 1
charging schemes
Geograph. Coverage 4 2 1 4 2 4 1 =3 =3 4 2 4 1 2 1
2. Infrastructure
2 (rail), 1 irail), 1 [water), 1 (road), 1 (road), 1 (road),
Ownership / 42855 |y o minaly |5 fterminal)| 2 2 (rail ! ! NI StHob! | ' | 4 (storager | ! 2 5 {Hub) !
. 3 (rail)
Charging system 35 5 (terminal) 3 143 1 3 AR, 1 3 3 1 1 3 1+3 3
Infrastructure 2.4 445 F) 1/2+4 1 4 [REN 1 4 4 1 1 4 1+4 4
Charging
3. Actors / Players
MNumber of parties " 3 143 2 2 q 5 4 2 2 2 4 4 4 2
affected
Leadership 1 145 1 5 1 5 1 1 1 1 5 1 1 1 1
Naturs (level of 1 145 1 1 1 1 1 1 145 145 5 145 1 1 1
creation of value)
4. Other Prerequis.
Geograph. Coverage
{political borders) ! 5 5 3 3 ! 5 ! ! 3 3 ! 5 ! 5
Legal / Contractual 1 1 ()43 1 1 1 1 1 1 1 1 1 1 1 1
Framework
Intensity of 5 345 3 5 3 1 5 3 3 3 3 5 3 3 3
Cooperation
Financ_ial =3 3 =3 =3 3 unknown AR, unknown | unknown | unknown 3 1 unknown | unknown | unknown
Committment
Risk sharing =3 3 =3 =3 3 unknown AR, unknown | unknown | unknown | unknown 1 unknown | unknown | unknown
General agreements {rail freight) Passenger cooperations {rail} Freight cooperations {rail} Freight cooperations {Mon rail)
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4.3 Development of an exemplary corridor Business Model

The preceding working steps should not only be understood as a state-of-the-art-
documentation, but can also be used as a basis of the development of corridor specific
Business Models.

A “guideline” for this procedure can be described as follows:

1. Choice of an example corridor;
2. Description of the main characteristics of the Business Model;
3. Definition of the specific framework of the chosen corridor and classification

within the general framework scheme according Figure 4-2. The result will
be a “corridor profile”.

4, This corridor profile can be compared with the profiles of the existing co-
operations (according Figure 4-3), clusters of similar characteristics be-
tween the existing and the new co-operation cases can be identified. In a
next step analogue conclusions can be drawn between the new corridor and
the actually used components of existent co-operations (see chapter 3.3)
with similar corridor profiles. Based on these conclusions it can be esti-
mated, which components may be suitable for the Business Model of the
new corridor.

4.3.1 Choice of an example Corridor

Generally the described procedure can be used on all (TREND) corridors. With respect
to the envisaged Integrated Project (IP) the proposed CREAM corridor has been cho-
sen as an example for developing corridor specific Business Models.

The CREAM corridor complies for the most part with TREND corridor C. The main dif-
ference lies in the extension to Benelux, to Greece and to Italy, including the option to
continue to Asia via Turkey (see Figure 4-4).

Figure 4-4: CREAM-Corridor

otterdam
* i

Biratizlava @
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5

Ay Country

2 hdajor Town
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& EC/External Border |
= tdayor Railway Corridor
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Base Map: TEN-T Priorities
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4.3.2 Main characteristics of the example Business Model
Due to an easier comparableness a similar structure has been used as for the descrip-
tion of the existent co-operation models (see chapter 2.4).

4.3.2.1 Involved Partners

The “core” co-operation consists of 25 partners from 13 European countries (see
Figure 4-5). The co-operation will be open to additional partners, e.g. to offer short
sea ferry services between Turkey and Italy.

Figure 4-5: Co-operation partners on CREAM corridor (consortium)

Ne Organization name Type |Country

1 HaCon Ingenieurgesellschaft mbH CR |Germany

2 Bulgarian State Railways RU [Bulgaria

3 Romanian National Railway Company for Freight Transportation RU |Romania

4 Intercontainer Austria Ges. mbH I0 |Austria

5 Knorr-Bremse Systeme fiir Schienenfahrzeuge GmbH TP  |Germany

6 KombiConsult GmbH CR |Germany

7 Kombiverkehr Deutsche Gesellschaft fiir kombinierten Giterverkehr mbH &| IO [Germany
Co KG

8 Lokomotion Gesellschaft fir Schienentraktion mbH RU |Germany

9 Hungarian State Railways Corporation RU |Hungary

10 National Technical University of Athens CR |Greece

11 Hellenic Railways TU |Greece

12 Delft University of Technology / OTB Research Institute CR |Netherlands

13 Betuweroute Exploitatiemaatschappij (BREM) IM Netherlands

14 Rail Cargo Austria AG RU  [Austria

15 Railion Deutschland AG RU |Germany

16 Railion Nederland N.V. RU [Netherlands

17 Rail Traction Company SpA RU [Italy

18 Stinnes AG 10 Germany

19 Turkish State Railways RU |Turkey

20 Transport Route Wagon - Transport Rail Weg 10 Belgium

21 Balnak FW  [Turkey

22 Serbian Railways RU [Serbia

23 Slovenian Railways RU [Slovenia

24 Union Internationale des Chemins de Fer RU France/ int.

25 Macedonian Railways RU [Macedonia

4.3.2.2 Type of partners
The co-operation partner can be assigned to the following types (see also Figure 4-5):

= Railway Undertakings (RU),
» Infrastructure Managers (IM),
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= Intermodal Operators/Freight Integrators/Customers (10),
= Forwarders (FW),
= Technology Providers (TP),

= Consultants and Research (CR).

and thus cover a large variety regarding spectrum of services and competence, geo-
graphical provenience, size of enterprise and new incumbents/entrants.

4.3.2.3 Main objectives/Strategic background

The CREAM Project has been designed to respond to the increasing demand for rail-
based logistic systems, and the implementation of change in the European railway
area, which has been initiated by the European legislation. Against the benchmarking
business models of logistic service providers CREAM will design and validate advanced
customer-driven business models for Railway Undertakings and intermodal operators.
CREAM will analyze the operational and logistic prerequisites for developing, setting up
and demonstrating seamless rail freight and intermodal rail/road and rail/short
sea/road services on the Trans-European mega-corridor between the Benelux coun-
tries and Turkey, including field validation.

4.3.2.4 Legal / contractual basis
In order to minimize administrative efforts — especially in the start-up phase - it is not
intended to establish a formal company.

The partners’ role will be defined by contracts between the co-operation (consortium)
and the European Commission, between the co-operation and customers and amongst
the partners of the co-operation. These contractual binding will be the basis of the
proposed Business Model. One important part of these contracts will be the allocation
of train capacity shares. Every partner will be responsible for the risk of capacity utili-
zation of his share.

The deciding processes within the co-operation are described in chapter 4.3.4.3.

4.3.2.5 Geographical Coverage
see chapter 4.3.1

4.3.2.6 Market segments

Following the general objective to offer joint services with defined contractual obliga-
tions for each partner, the "String-of-pearls" concept has been chosen to be the ex-
ample transport service on CREAM corridor.

This means that long haul trains covering the complete corridor route with or without
intermediate stops are supplemented by other trains to travel on dedicated corridor
sections (see Figure 4-6).

Within this concept the trains will consist of container wagons and conventional wag-
ons, without general restrictions regarding commodities, as long as no special and not
available facilities are required.
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Figure 4-6: Principle of “String-of-pearls” operating concept
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4.3.2.7

Coverage

The activities within the project lifetime will cover the following areas:

Research/concept developing,
Technological development,
Prototyping/demonstration and
Training

within the fields of

Innovative rail-based supply chains including intelligent rail and multimodal op-
eration models,

Quality management system,
Efficient corridor capacity management,
Interoperability and border crossing,

Integrated telematic solutions for train control, tracking & tracing of shipments
and customer information,

Rail logistics for temperature-controlled cargoes,

New technology for the transport of unaccompanied semi-trailers in intermodal
transport.

7
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4.3.2.8 Volume of business
For the first step it projected to generate an additional volume for rail service in the
corridor region of 200 Mio tkm.

4.3.3 Specific framework for the example corridor

The specific framework for the CREAM corridor has been elaborated by HaCon and was
discussed, harmonized and confirmed with the whole workpackage team. The result is
shown in Figure 4-7.

4.3.3.1 Business cases

Service affected: The example case concentrates on the “String-of-pearls” as
rail operating concept on the corridor. In summary this extends the already ex-
isting rail transport services on the example corridor.

O Service affected = “extended”

Markets affected: The rail operating concept allows for mixed trains consisting
of combined transport or conventional wagons. General restrictions to dedi-
cated commodities are not intended as long as no special and not available fa-
cilities are required.

O Markets affected = “several market segments involved”

Competition: Due to the general objectives the main competitor will be road
transport. Beyond it the CREAM transport service will have to compete with
other rail transport services on the corridor as well.

O Competition = “intermodal/intramodal”

Competition in charging schemes: Keeping in mind that circumstances are dif-
ferent in the respective corridor countries, the general tendency that rail prices
are higher than road prices, taken road transport as the main competitor.

O Competition in charging schemes = “higher than competitors”
Geographical coverage
0 Geographical coverage = “corridor”
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Figure 4-7:

Corridor specific framework for a Business Model on CREAM corridor

< | Spectrum >
Criteria
1. Business Cases 1 2 3 4 5
Service affected e extended links between existing ones
Markets affected specific market segments sexeral market el
involved

Competition intermaodal intramodal intermodal/fintramodal
Competition in charging schemes same level higher than competitors lower than competitors
Geographical Coverage wiorldwide Europe corridor ralzei nurr(ﬂfersc;f countries region
2. Infrastructure 1 2 3 4 5
Ownership / Access public / free unlimited public / regula;ed access private / external owner private / owned by one external / owned by several

access {regulation) partner partrers

Charging system

free of charge

fixed charges

to be negotiated

Infrastructure Charging

free of charge

Marginal costs

Full infrastructure costs

Full cost {internal + external)

specific)

3. Actors / Players 1 2 3 4 5

Mumber of parties affected bilateral multilateral Alliances open network
Leadership Same level strong leader
Mature (level of creation of value) |de(nht(|jcr?lzc—ms;;r|1)|lar complementary (vertical)
4. Other Prerequisites 1 2 3 4 5
Geographical Coverage national international within EU Pl el A
{political borders) {common framewark)

Legal / Contractual Framewaork individual GRS R ieant Mot g,

international law)

Intensity of Cooperation

merging businesses

merging parts of the
business / partner largely

Restriction to specific geo-
graphical area {full indepen-

Risk sharing

equal shares

independent dence beyond this region)
Financial Committment equal shares unequal shares oW costs
unequal shares o risk
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4.3.3.2 Infrastructure

Ownership / Access: Along the complete corridor only railway lines owned the
state authorities are used. Therefore and due to European law the access to rail
infrastructure is generally possible and restricted only by operational frame-
work (e.g. time tables).

O Ownership / Access = “public / regulated access”

Charging system: In all traversed corridor countries defined slot charges have
to be paid.
0 Charging system = “fixed charges”

Infrastructure charging: The charging of infrastructure differs in the corridor
countries. In summary it lies somewhere between “Marginal costs” and “Full in-
frastructure costs”.

O Infrastructure charging = not defined (between “Marginal costs” and “Full in-
frastructure costs”)

4.3.3.3 Actors / Players

Number of parties affected: The actual constellation includes multilateral co-
operations with more than two partners as well as alliances, where all partners
are involved.

O Actors / Players = not defined (between “multilateral” and “Alliances”)

Leadership: Again this criterion cannot be assigned clearly: On one hand all co-
operation partners will have the same rights and duties. On the other hand ex-
perience proves that in every co-operation some partner will show more activ-
ity than others.

O Leadership = not defined (mixture of “same level” and “strong leader”)

Nature (level of creation of value): In the first operating phase the new service
will concentrate on cooperative rail transport, which is a classic case of horizon-
tal co-operation. This includes the option to expand to a vertical co-operation in
a later stage.

O Nature = “identical - similar (horizontal)

4.3.3.4  Other prerequisites

Geographical coverage (national borders): As not all corridor countries are EU
members the geographical coverage is mostly within EU, but includes further
international components.

0 Geographical coverage = not clearly defined (mixture of “international within
EU” and “international”)

Legal / Contractual framework: The contractual obligations of the partners will
be mainly based on international law, which includes the possibility for further
individual contracts within this general framework.

O Legal / Contractual framework = “legal framework (e.g. international law)”
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= Intensity of co-operation: In order to minimize overhead efforts (costs, decid-
ing processes etc.) especially in the start-up phase it is not recommended to
establish a new company or to merge business parts of the partner companies.
On the contrary, apart of the cooperative transport service, every involved
partner will remain an independent enterprise.

O Intensity of co-operation: = “Restriction to specific geographical area (full
independence beyond this region)”

*» Financial commitment and Risk sharing: The Business Model intends to allocate
train capacity shares to the operating partners. Every partner will be commer-
cially responsible for his respective share.

O Financial commitment and Risk sharing: = “"Own costs” and “Own risk”

4.3.4 Components of the Business Model

Based on this framework and on an analogy to other existent co-operations with a
similar profile the following Business Model for the CREAM corridor has been developed
by the workpackage leader and was discussed and adjusted with the other partners of
the TREND B6 team.

4.3.4.1 Specification of the components

The following tables specify the components of the Business Model, subdivided into the
main Business areas (i.e. component level 1) “Headquarter/Management”, “Admini-
stration”, “"Business” and “Resources”. Under the term “specification” all functions and
processes are summarized, which are planned to be included in the Business Model.

4.3.4.1.1 Headquarter / Management

Figure 4-8: Specification of the Headquarter/Management components

Component level 2 | Component level 3 | Component level 4 | Specification

Strategic planning No common "Strategic planning de-
partment", strategic issues are cov-
ered by steering committee

Logistical capabilities Not intended
Market research, ac- Corridor specific market research for
cess to new markets joint services, but no overall market

coordination

Standard setting Steering committee for agreement
on technical, commercial and other
rules/standards

Moderation of inter- Independent expert panel, members
ests, conflicts without own commercial interest, no
CREAM partners
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4.3.4.1.2 Administration

Figure 4-9:

Specification of the Administration components

Component level 2

Component level 3

Component level 4

Specification

Billing, accountancy

Responsibility of the respective OSS-
partner for customer billing and for
internal cost/revenue allocation.

Common rules for cost and revenue
allocation to be agreed in the steer-
ing committee according to "Stan-
dard setting"

See also "Business/Customer ser-
vices/OSS"

Financing, controlling

Financing and controlling during pro-
ject lifetime done by the coordinator,
afterwards by independent account-

ing office

Allocation of transac-
tion costs

Allocation of transaction costs ana-
logue to train capacity shares

4.3.4.1.3

Business

In order to provide high quality rail and road competitive services, it is absolutely nec-
essary to offer an integrated information and communication system, consisting of in-
formation (general information, time-tables, tracking/tracing, prices etc.) and interac-
tive functions (booking, hotline, accountancy etc). Such a system is planned for the
CREAM Business Model as well. Nevertheless this integrated system has been split up
in the following figure to allow a more detailed and description of the specification.

Figure 4-10:

Specification of the Business components

Comp. level 2

Comp. level 3

Comp. level 4

Specification

Marketing and sales

Product definition,
sales, advertising

Common product definition and adver-
tising.
Sales by respective OSS partner

Frequent user pro-
grams, yield man-
agement

Rules/framework set by "Standard set-
ting"

Establishment of joint working group
(project lifetime) or common depart-
ment for execution of rules and defini-
tion of negotiation framework

Lobbying

Common conferences and articles.

Joint appearance against political and
economical authorities

Customer services

\\OSSH

Customer coordina-
tion

Usual OSS functions and services

Special task force for the corridor with
branches at the partners, integrated in
the existent OSS network and struc-
tures

Background coordi-
nation

See above

Also coordination with managerial, com-
mercial and operational issues
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Comp. level 2

Comp. level 3

Comp. level 4

Specification

Information plat-
form

Hotline function performed by the re-
spective 0SS

Common brochures and other informa-
tion paperwork by the coordinator (pro-
ject lifetime)

After sales

Located at the respective OSS, working
according common rules, defined by
"Standard setting" in coordination with
"Quality management"

Tracking and tracing

Joint customer information service, e.g.
BRAVO-CIS, developed by project part-
ner or external consultant

Technical framework defined by "Stan-
dard setting", operated by one of the
partners (one must be responsible)

Quality agreements

Framework defined by "Standard set-
ting"

Standard or individual, customer related
agreements, handling by OSS

Operations

Volume bundling

Joint services to optimize train capacity
utilization with defined contractual obli-
gations per partner.

"String-of-pearls" operating concept
Mixed trains consisting of container
wagons and conventional wagons

No general restrictions regarding com-
modities, as long as no special and not
available facilities are required.

Allocation of train capacity shares.
Every partner is responsible for the risk
of capacity utilization of his share.

Interlining

Interlining amongst the partners to fill
up train capacities. Operational man-
agement by corridor dispatcher, busi-
ness rules by Headquarter/ Manage-
ment

Day to day opera-
tion, dispatching

Mutual acceptance
of locos, wagons,
personnel

Setting up working group

- to define framework for mutual accep-
tance,

- to check of compliance with frame-
work,

- for permission of mutual acceptance

Failure management

Coordination between operation and
cross border centers

Continuous train
supervising

Coordination group for

- definition of technical and operational
framework

- coordination between existent systems
Informational supervising by 0SS

Operational supervising by corridor dis-
patcher, authorized to advise national
control centers

Ad-hoc resources
management

Done by corridor dispatcher, authorized
to advise national resource manage-
ments
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Comp. level 2

Comp. level 3

Comp. level 4

Specification

Quality manage-
ment

Setting up working group to define
framework and operational guidelines
for

- preventive measures (e.g. software
tests).

- detection of responsibilities in case of
failures, damages etc,

- fulfilling QM guidelines (e.g. ISO 9000)
Each partner company nominates one
QM responsible person, authorized to
take all necessary measures.
Nomination of one QM corridor supervi-

sor to coordinate the work of the QM
managers

Slot booking and
usage

By corridor dispatcher in coordination
with "Market research", "Marketing" and
IlOSSII

Terminal operation

Coordination of rail services and termi-
nal operations already in the planning
phase.

Coordination of operational procedures

between corridor dispatcher and the op-
erators of the partner terminals

Cross border trans-
portation

Establishment of cross border centers

Customs clearance

Simplified customs clearance by mutual
trusting between border authorities

Train controlling vs.

mutual trusting

Generally mutual trusting of trains

Handling of trans-
port documents

Unique standard transport documents

Intention to transfer document data
electronically

Time table construc-
tion

Corridor wide coordinated and agreed
time table planning process

Providing of adequate, through going
slots

Know-how- Installation of a common knowledge
management management system
IT-Systems Information plat- Common Web-site

form (Web-site)

- for presentation of offer profile,

- as a platform for customer information
(tracking/tracing system, pricing,
booking),

- as an internal discussion and informa-
tion exchange platform (knowledge
management)

Disposition (re-
sources)

Agreement about TSI conform Disposi-
tion systems, probably development
and integration in one corridor wide sys-
tem

Dispatching (opera-
tion)

Agreement about TSI conform Dispatch-
ing systems, probably development and
integration in one corridor wide system
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Comp. level 2

Comp. level 3

Comp. level 4

Specification

Slot management

Agreement about TSI conform Slot
management systems, probably devel-
opment and integration in one corridor
wide system

Quality manage-

Agreement about TSI conform Quality

ment management systems, probably devel-
opment and integration in one corridor
wide system

Accountancy Agreement about TSI conform Accoun-

tancy systems, probably development
and integration in one corridor wide sys-
tem

Data management

automatically included due to TSI

Interfaces, data ex-
change

automatically included due to TSI

Booking Agreement about TSI conform Booking
systems, probably development and in-
tegration in one corridor wide system

4.3.4.1.4 Resources

Figure 4-11:

Specification of the Resources components

Component level 2

Component level 3

Component level 4

Specification

Traction (for rail) /
movable assets (for
all other modes)

Ordering / common
procurement

Joint definition and optimization of
technical specifications

Better prices by purchasing similar
locos

Allocation / dispatch-
ing

Loco pool, fed by the partner rail-
ways

Maintenance

Corridor wide harmonized level of
maintenance

Traction (for rail) /
movable assets (for
all other modes)

Ordering / common
procurement

Common wagon ordering/renting by
corridor dispatcher

Allocation / dispatch-
ing

Not intended

Maintenance

Not intended

Personnel Staff training, provi- Joint training for cross border opera-
sion of services tion
Staff provision Personnel staff provided by the part-
ner railways
Obligation for the partner railways to
provide a defined pool of qualified
personnel
Infrastructure (Low-cost)terminals Not intended

Transshipment facili-
ties

Not intended

Loading points (cus-
tomers)

Not intended
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4.3.4.2 Realization level of the components

Figure 4-12 provides an overview of the components and their usage within the
CREAM Business Model, subdivided into

= components to be realized mainly on a communication/coordination level (c),

= components to be realized mainly on an operation level (0) and

= components not intended to be realized (-).

Figure 4-12:

Component overview of CREAM corridor Business Model

Component level 1 | Component level 2 | Component level 3 | Component level 4 | Realization
level
Headquarter / Man- Strategic planning C
agement L s
Logistical capabilities -
Market research, ac- o]
cess to new markets
Standard setting C
Moderation of inter- c
ests, conflicts
Administration Billing, accountancy o
Financing, controlling o
Allocation of transac- o
tion costs
Business Marketing and sales | Product definition, o]
sales, advertising
Frequent user pro- C
grams, yield man-
agement
Lobbying o
Customer services “0Sss” Customer coordina- o]
tion
Background coordi- o}
nation
Information platform o]
After sales o]
Tracking and tracing o
Quality agreements o]
Operations Volume bundling o]
Interlining o]
Day to day opera- Mutual acceptance of | c
tion, dispatching locos, wagons, per-
sonnel
Failure management |o
Continuous train su- |c, o
pervising
Ad-hoc resources o]
management
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Component level 1

Component level 2

Component level 3

Component level 4

Realization
level

Quality management c,0
Slot booking and us- o}
age
Terminal operation C
Cross border trans- Customs clearance o]
portation . .
Train controlling vs. | o
mutual trusting
Handling of transport | o
documents
Time table construc- o]
tion
Know-how- o]
management
IT-Systems Information platform o
(Web-site)
Disposition (resour- o]
ces)
Dispatching (opera- o
tion)
Slot management o]
Quality management o]
Accountancy o
Data management o
Interfaces, data ex- o
change
Booking o
Resources Traction (for rail) / Ordering / common c,0
movable assets (for | procurement
all other modes) - -
Allocation / dispa- o)
tching
Maintenance c
Traction (for rail) / Ordering / common o]
movable assets (for | procurement
all other modes
) Allocation / dispatch- -
ing
Maintenance -
Personnel Staff training, provi- o]
sion of services
Staff provision o]
Infrastructure (Low-cost)terminals -

Transshipment facili-
ties

Loading points (cus-
tomers)
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4.3.4.3 Controlling and deciding structures
The controlling and deciding processes will be managed by a three-level-composition,
consisting of

the first level with the Steering committee, which will be responsible for the
strategic planning as well as for the agreement on commercial/organizational
rules and the setting of technical standards. A further core responsibility lies in
the coordination of the working groups.

The Steering committee is supported by the Project Coordinator (during the
project lifetime), being responsible e.g. for controlling and information issues,
and by external experts, who will have an advisory and moderatoring function
within the co-operation and continue the Coordinator’s work after the project
lifetime.

joint working groups, representing the second level of the co-operation organ-
izational structure. In these boards the main coordination and communication
work will be done. In detail, joint working groups are intended for

o market research,

frequent user programs / yield management,

Corridor OSS,

technical framework and probably execution of software development,
mutual acceptance of locos, wagons and personnel,

O O O O O

framework and coordination for train operation/dispatching and terminal
operations,

o guidelines for Quality Management,
o coordinated time table construction,
0 resources mahagement.

the operational control, settled on the third level. Here we find institutions like
cross border centers, OSS or corridor dispatcher.
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5 Verification of the Business Model

5.1 Verification against competition law

The Business Model, elaborated within workpackage B6, is most favorable to the im-
plementation of innovative railway services in trans-European railway corridors. The
business model is based on an analysis of business components involved in the man-
agement and operation of railway services and on a description of the co-operation
framework, identifying the key elements setting out the framework for the business
development.

Basing on these and further TREND findings, the above-explained integrated project
for setting-up advanced international railway services was developed. The so-called
CREAM project, which will be funded by the European Community within the 6%
Framework Programme, will set up a strategic alliance of around thirty partners from
about a dozen European countries. CREAM is intended to implement fast and reliable
intermodal rail services between the ports of Antwerp and Rotterdam as well as indus-
trial areas in Western Germany and Turkey.

The partnership will involve Railway Undertakings, intermodal operators, traction pro-
viders, the railway supply industry, port and ferry operators and consultancies. The
partnership is intended to develop, implement, and demonstrate new and/or improved
solutions for the operation of international intermodal rail services. The service fre-
quency will be up to six train pairs per week on the key leg between Wels (AT) and Is-
tanbul (TY). The results shall pave the way for a new quality in international rail
freight.

Given the current structure of the railway market, cross-border co-operations are for
an unforeseeable time expected to be required for the proper and reliable operation of
international rail services. Depending on the structures of the service and the co-
operation, such projects may influence competition on the railway market. TREND has
therefore requested a “Legal opinion on alliances in European rail freight services”
from a German layer (Rechtsanwalt Kurt Fuchs, Cologne) in late 2005 (see Appendix
5). The following analysis compares the findings of this legal opinion to the planned
structure of the CREAM project.

5.1.1 Strategic alliances

Strategic alliances are defined as “co-operations between legally independent compa-
nies that exceed a single business transaction or a normal business relationship”. Fur-
thermore, strategic alliances in the rail freight sector are defined as being a “co-
operation between at least two legally independent railway companies that exceeds a
normal business relation in connection with rail freight services”. The CREAM partner-
ship hence fully complies with this definition of a strategic alliance as the consortium
involves at least one Railway Undertaking from each country involved, two intermodal
operators, and traction companies.

Given the exemplary character of CREAM, this project encompasses most of the possi-
ble objectives presented in the legal opinion:
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= access to new markets (Central Europe - Turkey);
= extension of lines served (Western Germany - Austria/Hungary);
» aggregation of rail freight services (consolidation of freight in Wels);

= improvement of rolling stock circulation and utilization (significantly reduced
journey times);

= optimization of personnel allocation (significantly reduced journey times).

The objective of gaining access to rolling stock is not important in this respect, as the
intermodal operators involved own a sufficient nhumber of intermodal wagons. All ob-
jectives mentioned are compatible with European competition law.

5.1.2 Structures of strategic alliances

Alliances in which all partners belong to the same level of the value chain are called
horizontal alliances (compared to vertical alliances). CREAM may be classified belong-
ing to horizontal alliances as most of the partners involved in the operation of the ser-
vice are Railway Undertakings. The intermodal operators may be assigned to the level
of Railway Undertakings, operating railway services together with the traction compa-
nies. Many other partners involved in CREAM participate mainly to the R+D character
of the project.

The co-operation agreement (consisting of the “accession” of each partner to the core
contract with the European Commission and the “consortium agreement”) between all
partners, realizing the project under the leadership of a co-ordinating partner, is the
basis for all action to be undertaken. All partners fully retain their independency.
CREAM is no incorporated partnership.

5.1.3 Antitrust and competition law

European legislation sets out the framework for competition in the open European
market. It is intended to rule out (art. 81, par. 1 of the Treaty of the European Com-
munity-ECT):

= market players affecting trade between Member States;

= prevention, restriction and distortion of competition.

Strategic alliances do fall under the cartel prohibition rules according to this article,
and so does CREAM. But the legal opinion points out that no case of violating competi-
tion law under the given circumstance became known so far. The activities of such co-
operations do not affect trade among Member States as long as the agreements are
not limited to regional services, which can in no way "be offered by competitors from
another Member State”. This is always the case if the services are operated in an open
standard gauge infrastructure network, providing sufficient opportunities for competi-
tors.

Therefore, the key criterion for the evaluation of legal conformity is the prevention,
restriction, and distortion of competition. In the case of CREAM this criterion is not
given as the framework may be judged as such:
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» The participating consortium members do not restrict themselves in their own
freedom of action. Given the small scale of the project (one train per day and
direction), the consortium partners are by nature and size to operate a signifi-
cant number of further rail services.

= Other companies operating similar railway services will not be derogated. One
train per day and direction occupies less than 1 % of infrastructure capacity of
a double-track railway line. Even if two thirds of the capacity were restricted to
passenger services, one single train would not use up more than 3 % of the
freight capacity (and the intra-modal market share).

It has furthermore to be stated that especially on the South-Eastern railway corridor,
rail remains to be a little developed transport mode. Given the overall fast growth of
road freight traffic and its negative impacts on society, a stimulation and strengthen-
ing of the rail mode is a political European objective. Co-operation among Railway Un-
dertakings is therefore generally welcome.

Exemptions from this general valuation of co-operations are expected in the case were
at least two dominant (formerly State) railways co-operate in such a close manner
that competitors are as good as excluded from a specific market. CREAM also involves
a significant number of former State railways. However, the service covered by the co-
operation agreement will not by any chance dominate the market for railway services
on the corridor concerned.

5.1.4 Other provisions in competition law

Art. 82 ECT prohibits any abuse of a dominant position by one or more Railway Under-
takings. For the time given, only former State railways are rated fulfilling the criteria
of a dominant position. As CREAM involves a significant number of dominant Railway
Undertakings, the alliance has to be evaluated under various angles:

= The CREAM co-operation agreement does not exclude contracts between either
consortium members and third parties, or third parties among each other. This
is especially true as the CREAM project is under public EU surveillance during
the funding period.

= The restricted scope of the project does not unduly restrict capacity utilization
in the corridor used (see above).

The CREAM project is intended to develop a new quality in rail freight services: simpli-
fied processes, faster and reliable operations. Therefore the close integration of many
partners is required to develop and demonstrate the feasibility of the service. By na-
ture of the intermodal rail service, an intermodal train operator would be primarily re-
sponsible for the operation and marketing of the train. The involvement of most of the
other partners will be of inferior importance once the service will be regularly estab-
lished. Therefore, the service and the particular roles of the co-operation partners
would require a review given the standard framework for regular services.
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5.2 Verification in the light of the legal and administrative con-
ditions and prerequisites taking into consideration the ne-
cessity of competition

5.2.1 The CREAM model

The “comprehensive Business Model”, as well as the analysis of its components is de-
scribed in chapter 4. Not surprisingly, it is more or less the same as the CREAM model,
which is more or less a concentrate of the main best practices revealed by the TREND
project.

Logistical service providers (LSP), like forwarders or road operators are used to organ-
ize and perform door-to-door transport services for shippers out of one hand even if
they subcontract components of the services, for example to a trucking company.
They are keen to keep the direct relationship with the customer for all purposes such
as pricing, ordering, quality monitoring or claims, and do not wish any interference by
service partners or subcontractors (“one face to the customer”).

Compared to that business philosophy (one strong leader in the transport chain), to-
day’s business model in international rail services, which in fact is typical for railways
all over Europe, is characterized by a co-operative approach both in marketing and
operations, and a distribution of responsibilities and contacts. Particularly in case of ir-
regularities this relationship generates a lack of clarity of who is responsible for doing
what, and often shifts the burden of integrating the service to the customer.

Against the benchmarking LSP business model the CREAM project will investigate into
the design of an appropriate, innovative business model for rail freight and intermodal
services on the project corridor, and develop a concept for transforming the current
model into a more road-competitive and customer-oriented business relationship.

CREAM is no usual co-operation model between two or three Railway Undertakings,
but a much more complex grouping of intermodal companies, logistic service provid-
ers, industrialists dealing with rolling stock, infrastructure and signaling equipment,
Railway Undertakings, forwarders, academics and consultants. The whole concept is
linked to one specific “mega corridor” going from Germany to Turkey.

But of course the actual CREAM corridor is only an example, the same thinking could
have applied to the Scandinavia-Spain or the France-Poland corridor.

Due to the complexity and the length of the corridor, and considering also the amount
of partners involved, the business model is neither simple nor linear:

= Many market segments are concerned, as no one is hormally excluded from the
model.

= The model is set up against intramodal as well as intermodal competition.

* CREAM is open to multilateral cooperation (more than two partners), but also
to alliances of all partners.

= Normally, all the partners should be at the same level of responsibilities, but in
fact some big players could want to become stronger leaders than others. In
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the case of the Germany-Turkey corridor, this will happen with the Deutsche
Bahn Group, particularly with Railion.

» The ge

ographical coverage is international with countries belonging already to

the European Union or not.

5.2.2 The components of the CREAM model

The main question is to know whether a component will be handled commonly or

separately by
or if some of t

two or more partners, and also to check if all components are relevant
hem are not belonging to the scope of the venture.

= "Co-operative” components:

(0]

O O O o o o o o o o

o

(0]

Corridor specific marketing research for joint services,

Steering committee for definition of technical and commercial rules and
standards,

Product definition,

Advertising,

Lobbying,

Customer service (corridor task force),

After sales (common rules and standards),
Tracking and tracing (technical standards level),
Operation planning (string of pearls concept),
Day to day operations (common dispatcher),

Quality management (working group for framework and operational
guide lines),

Setting up of cross border centers,

Common web site for customer information and knowledge manage-
ment,

Agreements about TSI conform systems (dispatching, disposition, slot
management quality management and accountancy),

Pool of locomotives.

= Partner specific components:

(0]

O O O O

= Non rel
o}

(0]

Strategic planning,

Billing, Accountancy,

Sales,

Customer services (except corridor task force),
After sales (except rules and standards).

evant components:

Logistic capabilities are not considered in the model,

infrastructure matters (terminals, transshipment facilities and loading
points),
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o pool management and maintenance of the wagons.
To sum it up:
= Sales and strictly commercial activities are not made in co-operation;

= Most part of the technical components, from product definition to after sales,
are shared;

= Specific common entities have to be set up in order to organize all the co op-
erative interfaces, like for instance:

o Steering committee for definition of standards,
o Corridor dispatching office,
o Cross border centers.

5.2.3 The legal rules and regulations in the concerned coun-
tries

It has to be checked now, if there are legal barriers, especially as far as the co-
operative components are concerned.

TREND workpackage A3 has concentrated on the openness of the market of each of
the selected countries; it has however to be understood that the level of openness of
the market is not always a precondition to have a successful corridor model, as in-
cumbent partners may in some cases perfectly handle corridor issues.

On the other hand, an open market will facilitate the emergence of many new players,
and enhance the probability of successful combinations of these players.

The main results of workpackage A3, as far as corridor development is concerned, es-
pecially with the above mentioned co operative components, are the following:

= Institutional set-up

The institutional set-up (evaluation of commitment of national policies for mar-
ket opening and fair policy, regulatory body, safety authority, separation of in-
frastructure, capacity allocation, charging body and notified bodies) can be
considered, when complying with the EU directives, as a pre-condition, rather
than a factor, for the integration of rail freight markets and operations. Some
countries like France, Poland, the Czech republic and Slovenia score poorly in
this aspect. It has to be noticed that the countries forming the CREAM corridor
have actually a rather good ranking as far as institutional set-up is concerned.

= Access to the market
Licensing and safety certification issues, as well as the structure of track
charges do not seem to represent any longer a decisive barrier. The right of ac-
cess remains sometimes a limiting factor.

The allocation procedure for terminals and marshalling yards represents in
some cases a critical issue. A higher level of standardization and co-ordination
may be required in the future.

Concerning labour supply, the availability of locomotive drivers is often a prob-
lem, especially in the “old” EU Member States.
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= User rights
User rights are strongly related with quality issues. At the present stage, these
rights are very low for Railway Undertakings vs. Infrastructure Managers, and
score a little bit better for shippers vs. Railway Undertakings.

= Discriminatory practices and competitive distortions
These are not linked to administrative and legal barriers, but rather to the in-
sufficient strength of existing rules to prevent abuses.

The fact is, that proven discriminatory practices are actually very rare; some
potential of discriminatory practices has however been detected in areas like
access to terminals and electricity, as well as access of rolling stock to the net-
work and access to ancillary services and service facilities.

These elements do not represent major elements on which it is worth while to
focus, according to the interviews the experts had with the concerned parties.

5.2.4 The limitations required by the European Commission

Without entering into to many details, it has also to be checked whether our co-
operative model is complying with the overall European rules governing open competi-
tion. Even the rail sector, despite its difficulties, has to be in line with the concerned
regulations and directives.

We will consider here only the oldest and most general regulation, which is COUNCIL
REGULATION (EEC) No 1017/68 OF 19 JULY 1968.

The regulation states in its article 2:

Subject to the provisions of Articles3 to 6, the following shall be prohibited as
incompatible with the common market, no prior decision to that effect being re-
quired: all agreements between undertakings, decisions by associations of under-
takings and concerted practices liable to affect trade between Member States which
have as their object or effect the prevention, restriction or distortion of competition
within the common market, and in particular those which:

(a) directly or indirectly fix transport rates and conditions or any other trading con-
ditions;

(b) limit or control the supply of transport, markets, technical development or in-
vestment;

(c) share transport markets;

(d) apply dissimilar conditions to equivalent transactions with other trading parties,
thereby placing them at a competitive disadvantage;

(e) make the conclusion of contracts subject to acceptance by the other parties of
additional obligations which, by their nature or according to commercial usage,
have no connection with the provision of transport services.
(a) and (c) are particularly important, as no “commercial®
the partners.

activity can be shared by

But a range of technical arrangements is formally allowed in article 3 of the same
regulation:
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The prohibition laid down in Article 2 shall not apply to agreements, decisions or
concerted practices the object and effect of which is to apply technical improve-
ments or to achieve technical cooperation by means of:

(a) the standardization of equipment, transport supplies, vehicles or fixed installa-
tions;

(b) the exchange or pooling, for the purpose of operating transport services, of
staff, equipment, vehicles or fixed installations;

(c) the organization and execution of successive, complementary, substitute or
combined transport operations, and the fixing and application of inclusive rates and
conditions for such operations, including special competitive rates;

(d) the use, for journeys by a single mode of transport, of the routes which are
most rational from the operational point of view;

(e) the coordination of transport timetables for connecting routes;
(f) the grouping of single consignments;
(g) the establishment of uniform rules as to the structure of tariffs and their condi-

tions of application, provided such rules do not lay down transport rates and condi-
tions.

The CREAM model seems to be in line with regulation 1017/68, under the condition to
limit co-operation to technical agreements, setting up of standards and product defini-
tion, but without commonly fixing prices or sharing markets.

5.2.5 Conclusions

The CREAM model is not an open model: players from different backgrounds and skills
freely decide to join and to share the risk in a common venture. The number of play-
ers may be quite high, for instance over 20 in the actual CREAM project. There is al-
most no chance for an single “new entrant” to play a role on the same corridor. Actu-
ally intramodal competition is not obvious to organize on complex corridors.

There are remaining legal and administrative barriers, as clearly shown in TREND
workpackage A3.

But these barriers mainly hinder outsiders trying to enter the market in one or two
countries; the business case here is very different, because of the many countries and
players involved: There are several players in each countries, each of them having a
strong position in its country and in its field of competence (RU, forwarder, traction
company, etc.). Knowing perfectly the local situation and the right people, these play-
ers will have no trouble to overcome local difficulties if any.

More obstacles are linked with interoperability questions, at technical and administra-
tive levels. These problems cannot be solved in the short term, with the exception of
“administrative” interoperability: Sometimes this kind of problem only appears be-
cause of different rules among the RU's and/or IM’s; but then progress can be
achieved more easily with co-operation structures like steering committees and the
same.
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Thus the main problem of this kind of Business Model will be one of organizing co-
operation among numerous partners in several countries and not legal barriers.

On the other hand, if the partnership is successful, it will become very hard to have in-
tramodal competition on the same corridor, except in rare cases when the market is

big enough for two competitors. The CREAM model is mainly a weapon against inter
modal competition.
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6 Evaluation of the influence of the Technical Specifi-
cation for Interoperability ("Telematic Applications
for Freight Services") on the realization of opera-
tional Business Models

6.1 General

The TSI Telematic Applications for Freight Services (TAF TSI) was drawn up with ref-
erence to Directive 2001/16/EC - Interoperability of the trans-European conventional
rail system.

The scope of this TSI was defined in view of the fact that the efficient interconnection
of the information and communication systems of the different actors, Infrastructure
Managers and operators, represents an important element of interoperability. Per-
formance levels and quality of service of the railway system depend directly upon such
interconnection,

This applies especially for the freight business where a multitude of actors, Railway
Undertakings, Infrastructure Managers, wagon keepers and others, must act in a co-
ordinated manner to be able to satisfy the customer's requirements.

More information's on the main content of the TSI (esp. scope, involved entities, im-
plementation) are given in Appendix 6.

6.2 Implementation of the TAF TSI

At present, the freight business is characterized by several different modes of co-
operations set up between these actors including incumbent railways and more recent
organizations as well as new entrants, mostly on a national or regional basis as well as
for specific cross-border links. This means that a multitude of information and com-
munication systems is already in place.

In this context, it has to be highlighted that the TAF TSI is a functional TSI in accor-
dance with Article 2(c) of Directive 2001/16/EC. This means that no technical solutions
but only procedures are prescribed. Consequently, existing information and communi-
cation systems can be maintained.

As laid out in the Annex, at present a Strategic European Deployment Plan (SEDP) is
set up by the European representative bodies from the railway sector (CER, EIM to-
gether with UIC) involving relevant experts from RUs and IMs. It is the common un-
derstanding of these experts that the SEDP is to be based on a "mapping of the TAF
TSI functionality set against the freight business requirements”. This means that the
implementation of the TAF TSI Requirements should be business oriented to avoid
wasting money, therefore only those TAF TSI requirements shall be implemented
which are strictly necessary for the interoperability of the network.

This approach does not change the TSI, but better supports the various entities im-
plementing the requirements of the TSI by interpreting the TAF TSI implementation to
the real business needs.

Evaluation of the influence of the Technical Specifica-
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This is underlined by the TSI itself which says in Art. 4.2.14.2:

"Networking in this case means the method and philosophy of communication
and does not mean the physical network.

Rail interoperability is based on a common Information Exchange Architecture,
known and adopted by all participants, thus encouraging and lowering barriers
for new entrants, especially customers."

Practically, the only mandatory element is the so-called "Common Interface" which is
specified in the TAF TSI as follows (Art. 4.2.14.7):

"The Common Interface is mandatory for each actor in order to join the rail in-
teroperability community.

The Common Interface has to be able to handle:

message formatting of outgoing messages according to the metadata,
signing and encryption of outgoing messages,

addressing of the outgoing messages,

authenticity verification of the incoming messages,

decryption of incoming messages,

conformity checks of incoming messages according to metadata,

O O O o o o o

handling the single common access to various databases."

Figure 6-1 shows the co-working between the common parts of the system and the
existing systems via the "Common Interfaces".
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/‘ Hacon tion for Interoperability on the realization of operational Page 86 of 210

Business Models



]
—— Contract N° 513504 D
E‘i = Business Model for international Co-operation ‘

Figure 6-1: General Architecture Solution
(Source: TAF TSI, 01/16-ST02 part 2, 23.11.2004, Annex A, index 5, 1.5)
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6.3 Conclusion
The facts that

= the TAF TSI is a functional TSI which does not require the potentially un-
economic replacement of existing systems,

» the implementation of the TAF TSI by the means of the SEDP is defined by the
relevant experts representing the experience and expertise needed to follow
strictly a business-oriented approach,

allow the conclusion that no constraints are to be expected
= nor for the set-up of adequate freight business models,
»= neither for the access of new entrants in the freight business.
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7 Evaluation of advantages and disadvantages of im-
plantation with respect to business cases

In the framework of TREND workpackage B3 several business cases of successful in-
ternational rail freight services have been presented by the stakeholders (Railway Un-
dertakings and rail freight customers). Most of the cases are related to international
combined transport of containers, swap bodies and semi-trailers, which was obviously
the most dynamic rail market in the eyes of the railways. Further cases are dealing
with chemical products in tank wagon, finished cars on double-deck car carrier wagon,
and bulk cargo in wagon dedicated to the transport of a particular commodity. In par-
ticular railways from central and Eastern Europe argued not to forget agricultural
products and fertilizers as a seasonal commodity. Almost no attention was paid to
general cargo. Typical production forms responding to the business cases mentioned
are block trains customer-to-customer, or terminal-to-terminal in the particular case
of combined transport. Only a few, mostly Intermodal operators such as Kom-
biverkehr, reported on more complex operating systems like group trains or “"Gateway
Systems” in which bundling of cargoes takes place in intermodal terminals where the
loading units are shifted between domestic and international (block) trains.

Figure 7-1: Business Cases
Business Case Intermodal Industr|a7ectorlal
- Fal=mT Tk’
Production Form -
Block Train Competitive : .
o o Market Vertical Partnership
Network

CT-Operator
as Integrator

The business cases are becoming more and more complex since the roles of custom-
ers and railways are changing. The changing relates to both the relation among rail-
ways and the relation between railways and customers. Furthermore the customers
are changing: some try to - at least temporally - become railways, while others are
concentrating on their core business. In the light of this Railway Undertakings are ex-
periencing some strategies to maintain or expand their market position in international
rail freight services.

( Evaluation of advantages and disadvantages of implan-
/‘ Hacon tation with respect to business cases Page 88 of 210



]
—_—— Contract N° 513504 EﬁLﬂ_\l D
40 » Business Model for international Co-operation B i

—

Figure 7-2: Strategies of Railway Undertakings in international rail freight
business
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In order to reply to the ever increasing trend towards international freight services
Railway Undertakings (RU) have a variety of options starting with the traditional
model in which the customer (CU) organizes the entire railway transport by contract-
ing different railways (one for each country) in succession (see Figure 7-2, case (3)).
A further option that takes account of the opening of the European railway markets in
international transport is illustrated in Figure 7-2, case (1). In that case the Railway
Undertakings acquires for licenses (personnel and equipment) in the corresponding
countries (networks) and produces the whole service for the customer on own account
by own assets. In case that the railway which holds the contract with the customer is
not able to expand its own license (personnel or equipment) into the requested coun-
tries it can subcontract railway services in the corresponding countries and it becomes
a “lead Railway Undertaking” with full responsibility to the customer (Figure 7-2, case
(2)). If the relationship to the corresponding Railway Undertakings is not only for one
service but includes general agreements for the exchange of services we are already
stepping towards a co-operation of “alliance” (Figure 7-2, case (4)).

Scientifically, co-operations are grouped by the role of the stakeholders into vertical
co-operations, if companies from different levels of the value creation chain are work-
ing together in the partnership as “virtual integrator”, whereas a horizontal co-
operation is composed of companies of the same level. A co-operation among Railway
Undertakings would thus be a horizontal co-operation, or “alliance” (see Figure 7-3).
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Figure 7-3: Vertical and horizontal co-operation in rail freight business
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The “Virtual Integrator” tries to fulfill different roles in the supply chain between pick-
up of freight at the consignor until delivery at the consignee. In this case the railways
get in conflict with real integrators (all services within one company or group of legally
and financially related companies) and classical forwarders, which are also acting as
their customers for the pure rail section of the journey.

In the alliance typically processes are widely co-ordinated and unified. The activities
can be limited to procurement, production or include marketing and sales. In the latter
case the alliance acts as a one-stop-shop to the customer. The predominant motiva-
tion to establish a co-operative environment and to enter an alliance is always to real-
ize efficiency gains through rationalization of workflow and economies of scale. Thus
the main purpose is to bundle sufficient volumes to run the fix-cost oriented rail busi-
ness more effective.

Advantages of the proposed alliance model are thus expected in the following business
cases (see Figure 7-4).

tation with respect to business cases
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Figure 7-4: Advantages of the alliance model in business cases
Individual Alliance Advantages for Alliances

Short hauy Long haul | Rational use of personnel and
equipment on subsections
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Single train -~ Multiple trains | Economies of scale
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Regular demand ‘/Ibeak demand | of resources

Short Term /T_gng Term (Durable)
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The Alliance shows clear advantages in long haulage where personnel and equipment
of different partners of the alliance can be used for the relevant subsection, and where
the partners employees have country specific knowledge e.g. for customs inspections,
organizing the last mile or obtaining return freight. The efforts to set up an alliance
are normally not justified for single trains with clearly defined roles, but for multiple
train which are brought into the alliance by different partners. An individual company
can become a specialist for single commodities but gets also dependent on that indus-
try, whereas a Railway Undertaking alliance can attract different commodities of dif-
ferent customers and become thus more independent from single industries. Only in
exceptional cases it might be useful to create a railway alliance for single commodity
e.g. chemical products. The same applies for the quantity of cargoes: Alliances are
aiming at bundling unbalanced, irregular ‘less-than-train-load’ cargoes of the respec-
tive partner’s regional domain in order to generate sufficient volume to continuously
exploit the alliance’s resources. Finally the alliance allows to realize economies of
scale, which is essential in a fixed-cost business like international rail freight transport.

In contrast to this transaction costs fro creating and maintaining the alliance against
the prevailing competition in other market segments or corridors should be consid-
ered.
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8 Recommendations of further procedures

The workpackage B6 studies have shown a great variety of Business Models, each of
them with different components and suitable applications. For the TREND specific task
to elaborate a corridor oriented business model, the special framework of such a geo-
graphical restricted example had to be considerated. The respective procedures to de-
fine and to set-up Business Models in the selected corridor, can easily be transferred
to other corridors. So the described working steps can be used as a common template
for the investigation of a corridor specific framework.

This applies for the common table of components as well; taking both main inputs
(framework and components) in summary, the TREND work can also be used for the
definition of Business Models on other corridors. A direct transfer of the selected Busi-
ness Model from the CREAM corridor to other corridors is not possible, as there is no
“Ideal Business Model”.

For the selected corridor an alliance, consisting of several Railway Undertakings on the
same level (no “leading” company) plus additional operating partners (Intermodal Op-
erators / Forwarders) has shown the best preconditions in order to provide new and
improved rail freight services with higher quality. This model will allow the partners to
set up international services, which are competitive to road transport and which will
meet the request of the customers.

Besides the pure implementation of new joint services, the closer cooperation of the
partners will assist the general optimization of railway operations, which is indispensa-
ble to improve the quality and the performance on the corridor.

It is therefore recommended to realize the proposed Business Model on the respective
corridor. Due to this purpose, an Integrated Project (IP) will be the suitable basis to
adjust and support such an innovative business model, especially in the starting
phase.
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Appendix 2. 1: Correlation between market shares and market
development

NOTE: The following statistical analysis has been made using the data presented in
Annex 11 of the European Commission’s 2006 Report on the Implementation of the
First Railway Package. The following pages only concentrate on a strict analysis of the
data (on a purely technical level). Interpretations and conclusions to be drawn from
this technical analysis are presented in Chapter 2.1.4.

In order to analyze the link between Market Share of New Entrants and Traffic Growth,
it is useful to plot each country’s data on a map, where the market share of New En-
trants is recorded on the “X axis” and the traffic growth is recorded on the “Y axis”.

There is no obvious link between
market share of new entrants and overall traffic growth
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Hote: source data taken from the « interim » European Commission's review of the 15t Railway Package (Annex 11 —figures 11.3 and
11 .4). Market share of NewEntrants in Estonia corrected to cone spond to reference penod of market growth data

From a first superficial observation of the map, it is possible to see that there is no
obvious link between the two variables. Indeed, the individual country points are not
more or less plotted along a clear distinct line. Rather than this, we can observe an
apparently indistinct cloud of points within a “tipped-over cone shape”.

Two countries (out of 25) appear to fall outside this cloud: Estonia and Great Britain.

Estonia is an odd case, because the traffic growth data provided covers a period (1993
to 2004) which preceded the massive take over of the market by big Russian compa-
nies in mid 2004 (leading to a 29% market share of new entrants, in 2005 only!). In
addition, the remarkable growth figure in this country is directly linked to a dramatic
increase of Russian exports between 1995 and 2000 (i.e. well before massive new en-
tries into the market). The market share of new entrants has therefore been corrected
accordingly (from 29% in the Commission’s data to 0%).
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The case of Great Britain is more complex. According to most market observers, the
market growth in this country is very much linked to an above-average growth rate in
Britain (compared to European average) and to the fact that massive financial support
from the Government since 2001 has led to substantial improvement of infrastructure
management (i.e. free additional capacity on the existing network). In addition, it
should be underlined that the market share of new entrants includes “Freightliner”,
the historic intermodal part of British Rail and that, during at least a number of years,
EWS and Freightliner remained on their respective market niche with little competition
between them.

A regression analysis of the Commission’s data shows that there is no
correlation between rail freight growth and market shares of new entrants
(the regression line is indeed almost flat). This demonstrates that other
criteria have to be taken into account to explain market growth or decline.
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Hote: source data taken from the « interim » European Commission's resiew of the 15t Railway P ackage (Annex 11 — figures 11.3 and
11 .4). Market share of MewErntrants in Estonia corrected to core spond to reference period of market growth data

In order to nevertheless try to establish a statistical link between the two variables
(market share of New Entrants and traffic growth), it is possible to run a regression
analysis of the data. A regression analysis identifies the line which minimizes the dis-
tance from all the points to itself. In simpler words, it attempts to summarize the data
along a general “trend” line.

Here, the regression analysis has been carried out on all countries (including Estonia
and Great Britain). The regression shows that the line summarizing the link between
market share of new entrants and growth rate is nearly flat (with only a very slight
“downward” orientation), which typifies a lack of correlation between the two vari-
ables. If the two were positively correlated (i.e. if traffic growth would grow with mar-
ket share of new entrants), the dots would indeed be much more grouped around a
line going clearly up?.

2 Note: According to this analysis, an increase of 10% of New Entrants market share would lead to a 1%

decrease in overall volume. A similar analysis, excluding the “odd values” (i.e. Estonia and Great Brit-
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A cluster analysis of the data confirms that overall market growth or decline is not
linked to the level of market share of new entrants. Looking into details, it is possible
to single out several clusters of countries.

A cluster analysis of the Commission’s data confirms that overall market
growth or decline is not linked to the level of market share of new
entrants.
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The majority of countries (14 in total) are countries where the market share of new
entrants is medium to nil and where traffic growth has been medium to high (see
three top-left clusters in mapping above).

Conversely, two clusters towards the bottom right (4 countries in total) contain coun-
tries with relatively higher market shares of new entrants but with only medium to
negative traffic growth figures.

On the bottom left, there is a “disparate” cluster of countries with low to zero market
share of new entrants coupled with either negative or close-to-zero growth figures.
From a strictly analytical point of view, this cluster could in fact be split into two sub-
clusters (one for the zero-growth-rate countries and one for the negative growth rate
countries).

Outside of this, a cluster of two countries remains with high market shares of New En-
trants and high growth rates. Out of these two countries, however, and as seen be-
fore, the case of Great Britain verges on “aberration” (from a data analysis point of
view).

ain), exactly leads to the same conclusion. However, these results should be taken with great care, ow-
ing to the fact that the data is extremely dispersed, which renders any regression analysis rather weak.
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Appendix 2. 2: Description of the analyzed co-operations
Appendix 2. 2- 1: Eurostar

1. Involved partners:
= Eurostar UK Ltd,

= SNCF,
= SNCB.

2. Type of partners:
» Eurostar UK Ltd is the British RU in charge of the Cross Channel passenger rail
traffic in UK;

* SNCF and SNCB are the main RU’s respectively in France and in Belgium.

3. Owner relationship between the partners.
* SNCF and SNCB are independent companies;

= Eurostar UK Ltd belongs to LCR, the consortium in charge of building the new
high speed line in Britain, but is operated by ICRR (Inter Capital and Regional

Railways);
» ICRR shares are with National Express (40%), SNCF (35%), SNCB (15%) and
BA (10%).
Eurostar Group Ltd
Eurostar UK Ltd SNCF SNCB
National Express SNCF SNCB British Airways
40 % 35 % 15 % 10 %
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4. Main objectives:

To run the high speed services between Britain and the Continent, especially between
London and Paris and London and Brussels. The logic of the business is that of the air-
line industry (compulsory seat reservation, yield management).

5. Legal / contractual basis:

Eurostar UK Ltd, SNCF (via its subsidiary French railways Ltd) and SNCB are partners
in Eurostar Group Ltd, a GEIE « Groupement d’intérét économique Européen » with
respective shares of 33%, 62% and 5%.

Eurostar group is only in charge of the commercial policy and some other specific
tasks (see below). Commercial, operational and financial relationship among partners
are described in confidential contracts.

6. Geographical coverage ~ J e ()
London-Paris anc! Lon.clor?- N London ﬁ; (\
Brussels routes (with periodic Tl o . Hﬁfﬂﬂ(
additional services e.g. from / AT TN A B
T o s Brusse(s

Britain to the French Alps in " “’/ (ﬂfﬂd) ':‘\_L
winter time). o " Tlille

NG

Yy Mg .
7. Market segments Q;W-f'l—\_‘_ﬁ_ Ji Pﬂﬂ_f 'ngﬂgyfqnd ~
Mainly leisure and business L Resort - Faris
segments. -

i~

8. Coverage }
The three owners delegate to \
.-'ﬂ'

Eurostar group Ltd the defini- | Bours- ¢

. N

tion of general strategy and \

commercial policy: pricing, .

yield management, consis- / ;,H
tence of service (frequencies, _ . _,-/ Avignone \:ly"
time tables). Final decisions ' Al /,ﬂ‘& “ -

are taken by the board of di- TN { ~

rectors.
Are part of the shared responsibilities:

= Commercial: (i) communication, press releases, lobbying (ii) marketing, brand
names, advertising, image, customer service; (iii) market research (iv)service
standards in trains and terminals, common training for the staff, quality meas-
urement.

= Operational: (i) safety framework (drivers, conductors and maintenance), (ii)
co-ordination of operational services of the 3 partner companies, (iii) co-
ordination of maintenance works (iv) operational co-ordination in day to day
activities

= Co-ordination of strategic projects (like the change from Waterloo to St Pancras
Station in 2007)
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9. Strategic background - evaluation
Eurostar is not a Railway Undertaking.

In the beginning, each partner wanted to keep a tight control on the business, and the
process of decision taking was painful and inefficient. The big issues like sharing reve-
nues were theoretically dealt with in general (and complicated) agreements, but noth-
ing was foreseen for day to day problems.

Later, and progressively, more and more areas of relative autonomy were given to the
common entity, but the base of operations still remains with the Eurostar UK, SNCF
and SNCB. (operations, relationship with the IM’s, drivers, maintenance of train sets,
terminal services).

Operational results are satisfying, but global financial results are not, because of the
amount of fixed fees to be paid annually to Eurotunnel, based on a very high number
of passengers (due to optimistic initial traffic previsions).

10.Volume of business
About 7 million passengers/year, with a market share of 65%, compared to the Air
traffic.
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Appendix 2. 2- 2: Thalys

1. Involved partners:
= SNCF and SNCB are partners in Thalys International

= DB and NS are associated to Thalys International on the routes to Germany
and Netherlands.

2. Type of partners:
= SNCF and SNCB are the main RU’s respectively in France and in Belgium.

= DB and NS are the main RU’s in Germany and Netherlands.

3. Owner relationship between the partners.
SNCF and SNCB are independent companies.

4. Main objectives:

To run the high speed services between Paris and Brussels, with continuation to Co-
logne and Amsterdam. To be as independent as possible of the operational and com-
mercial rules of the shareholders without being a new Railway Undertaking.

5. Legal / contractual basis:

Thalys International (formerly Westrail International) is a Belgian Co operative com-
pany, belonging to SNCF (70%) and SNCB (30%). It handles commercial and opera-
tional matters.

The scope of the responsibilities, as well as the financial rules and the decision taking
procedures are described in internal and confidential documents.

6. Geographical coverage P i

Paris-Brussels, Paris-Nether- T/?-ﬁf(, < ﬁaﬂfe’j / > .
7 | The Nethertands |

,.*'J Aariterdeane

lands, Paris-Cologne, Paris CDG
and Disneyland-Brussels.

The main stations are: Paris,
Brussels, Antwerp, Amsterdam,
Rotterdam, Liege, Aachen, Co-
logne.

-

7. Market segments
Mainly leisure and business
segments.

8. Coverage

The 2 owners delegate to Tha-
lys international the definition - Luxemboursh
of general strategy and com-
mercial policy: pricing, vyield Charles De Gaulte firport
management, consistence of Faris @ EuroDPisney
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service (frequencies, time tables). Final decisions are taken by the board of directors.

Are part of the shared responsibilities:
= Commercial: (i) communication, press releases, lobbying (ii) marketing, brand
names, advertising, image, customer service; (iii) market research (iv) service
standards in trains and terminals, common training for the staff, quality meas-

urement;

= Operational: (i) safety framework (drivers, conductors and maintenance), (ii)
co-ordination of operational services of the 2 partner companies, (iii) co-
ordination of maintenance works, (iv) operational co-ordination in day to day
activities;

= Co-ordination of strategic projects.

9. Strategic background - evaluation

Thalys is not a Railway Undertaking, but from the beginning, the owners admitted a
rather high level of autonomy for the joint venture. Thus a strong image of a specific
product appeared very soon thanks in particular to:

= efficient and consistent advertising,

= original and good quality catering organization,

= trilingual staff (on board),

= frequent travelers bonuses,

= excellent reliability, with a permanent monitoring of quality, including customer

satisfaction measurement.

The use of a specific infrastructure (high speed line) and in practice, a certain priority
given over other trains is a big asset.

The construction of new high speed lines in the Benelux and the linking between Tha-
lys and the German high speed network have created a new European perspective,
concerning the coverage of Thalys and symmetrically of the German ICE. There are
certainly some competition issues at stake in the medium and long term, but for the
time being, DB and NS envisage to become partners in Thalys International.

10.Volume of business
About 6 million passengers/year.
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Appendix 2. 2- 3: COTIF

1. History:

COTIF has its roots in the late 19th century when the first international convention on
harmonized rules for international rail goods traffic was signed. The rules have been
periodically revised ever since. They were extended to passenger transport in 1924.
But while the purpose of the Convention has been to facilitate international through
transport by rail, it has always been possible for Member States to include ancillary
road and shipping legs of international journeys within the scope of the uniform rules,
so providing for a single contract for the whole journey.

At the 1980 revision conference the institutional provisions of the original convention
were subject to a fundamental reform which led to the creation of an international in-
tergovernmental organization with legal personality - OTIF - of a modern form and
structure. This new Convention concerning international carriage by rail came into
force on 1 May 1985. This version of the Convention - 'COTIF 1980' - is that currently
in force There are currently 42 signatory states to COTIF drawn from Europe, North
Africa and the Middle East..

COTIF 1980 contains two appendices setting out rules, known as "Uniform Rules",
which make provision on the content of:

= contracts for the international carriage of passengers (known as the CIV Uni-
form Rules).

= contracts for the international carriage of goods (freight) (known as CIM Uni-
form Rules) with annexes dealing with, amongst other things, the carriage of
dangerous goods (known as RID Regulations) and international haulage of pri-
vate owners' wagons (RIP Regulations).

A substantial work program to revise the Convention took place in the latter half of the
1990's. The Protocol of Vilnius signed on 3 June 1999 presents a new version of the
Convention (COTIF 1999) which:

» amends certain aspects of how the organization functions: in particular

o replacing the 'central office' with a 'General Secretary' as the official
body of the organization,

o increasing the frequency of General Assemblies, and election of the
General Secretary,

o introducing English as a working language, alongside French and Ger-
man,

o altering the system of financial contributions to COTIF's costs so as to
be closer to the UN system in which GDP plays a significant part - both
the last two changes are likely to make it easier for additional countries
to join COTIF.

= provides new versions of the CIV Uniform Rules (Appendix A to COTIF 1999)
and CIM Uniform Rules (Appendix B to COTIF 1999);
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= Significant changes are: increased scope to bring in all contracts for interna-
tional carriage, increases to the default (i.e. unless the parties otherwise agree
higher) maximum compensation limits for loss of luggage, goods etc; new pro-
vision for default maximum compensation for delay to passengers; new provi-
sions clarifying responsibility when a train operator subcontracts carriage to
another train operator; revised provisions on information to be included on
tickets.

» makes RID a free standing regulation (Appendix C to COTIF 1999), so that the
application of these rules is no longer contingent on the existence of a CIM con-
tract.

Recognizing the importance of these issues for facilitating international traffic in a lib-
eralized environment COTIF 1999 also introduces new appendices setting out Uniform
Rules for:

= Contracts of use of vehicles in international rail traffic (CUV) (Appendix D)

It has to be signaled that a new general agreement called GCU (General Con-
tract of Use) will also be established in the near future. It is based on a volun-
tary participation of wagon owners, and will take precedence in international
rail traffic over the CUV Uniform Rules (Annex D to the 1999 COTIF) and in
domestic rail traffic over any national regulations that may be applicable, to the
extent that this is admissible. This contract will apply only among participants
to the GCU.

= Contracts of use of infrastructure in international rail traffic (CUI) (Appendix E)

= The validation of technical standards and prescriptions applicable to railway
material intended to be used in international traffic (APTU) (Appendix F)

= The technical admission of railway material used in international traffic (ATMF)
(Appendix G)

2. Type of partners:
States: COTIF is an intergovernmental treaty.

3. Main objectives:
The revised COTIF establishes uniform rules (some new, some revised) for a number
of key processes and contractual relationships in international rail transport in this
more liberal environment. In doing so, the revised Convention aims to reduce transac-
tions costs and facilitate entry into, and operation of, international rail transport in this
changed environment.

4. Legal / contractual basis:
COTIF 1999 will come into force three months after the 27™" Member State has ratified
it. This is currently forecast to occur on July 1, 2006.

COTIF 1999 includes provisions allowing Member States to derogate from, or declare
that they will not apply, certain parts of the Uniform Rules.

The European Community has external competence in this Convention as its subject
matter includes matters on which the Community has legislated or could legislate un-
der the EC Treaty. COTIF 1999 includes, unlike its predecessor, provisions to enable
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regional economic integration organizations such as the European Community to ac-
cede to it and exercise their competence of behalf of their Member States. Subject to
the agreement of the European Council, the Community will accede shortly after CO-
TIF 1999 enters into force.

COTIF 1999 includes provision designed to ensure that, for European Community (and
European Economic Area) Member States, their obligations under the EC Treaty pre-
vail over their obligations as signatories to the Convention.

5. Geographical coverage
42 countries, mainly European, but also in North Africa and in the Middle East.

6. Market segments
Passengers and freight.

7. Coverage

= provide a new transparent process for agreeing technical rules applying to, and
technical acceptance of, vehicles used in international traffic - thus making it
easier for new entrants to enter and operate in the international rail market;

= provide a new set of uniform rules for contracts for the use of infrastructure for
the purpose of carriage of international passengers and freight - a key contract
in operating international rail services in countries where the Infrastructure
Managers is a separate legal entity from any train operator; and

= ensure clarity as to the responsibilities of individual train operators to custom-
ers in view of the more varied contractual arrangements between train opera-
tors that may be possible in conveying a passenger from origin to destination in
liberalized markets (e.g. through haulage by one operator, subcontracting
haulage, as well as traditional 'sequential’ haulage by different operators).
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Appendix 2. 2- 4: Rail Net Europe

1. Involved partners:
29 Infrastructure Managers, comprising almost all of Europe, with the exception of ex-
Yugoslavia. (Croatia is joining soon).

2. Type of partners:
Infrastructure Managers are sometimes “independent” from the former national rail-
way companies, sometime part of still integrated organizations.

3. Owner relationship between the partners.
Infrastructure Managers are usually State owned and are independent (from other In-
frastructure Managers).

4. Main objectives:
= increase the rail traffic on the European rail infrastructure network,
= enable easy and fast access to the European rail infrastructure,
= enhance the quality of the rail services offered and
= raise the efficiency of the related timetabling and operations processes.

5. Legal / contractual basis:

The European Infrastructure Managers (IM) have signed an agreement on a common
sales and marketing organization for international infrastructure capacity called Rail-
NetEurope (RNE).

These Infrastructure Managers have set up One Stop Shops (0OSS) working as a net-
work of customer contact points within the framework of RNE. For international path
requests, the customer needs only to contact one of these 0SS, which will initiate the
whole international path allocation process.

There is a Rail Net Europe Joint Office based in Vienna, conducting the day to day
business of the association in compliance with the decisions of the Rail Net Europe
general Assembly and under the control of the Management Board.

6. Geographical coverage

29 Rail Infrastructure Managers from 23 European cou  ntries are today members of
RNE — serving a network of 230.000 km rail infrastruc  ture.

Rail 'Net Europe

‘b. w

&
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7. Market segments
Pre constructed and tailor made paths.

8. Coverage

= offer to the customer support and information on the full product and service
range of the Infrastructure Managers,

= supply all the information required to gain access to the infrastructure of any
Infrastructure Manager participating in RNE,

= handle requests for any international train path within RNE,

= make sure that requests for the next timetable period are duly taken into ac-
count in the yearly timetabling process,

= provide train path offers for the whole international journey.

9. Strategic background - evaluation

RailNetEurope is the consequent step from bi- and multilateral co-operations among
European rail infrastructure companies towards one common organization with a
European focus. The members of RailNetEurope together harmonize conditions and in-
troduce corporate approaches to promote the European rail business from the rail in-
frastructure point of view: to the benefit of the entire rail industry.

“Normal” customers are Railway Undertakings; but now some “authorized applicants”,
like port authorities, envisage to have direct access to Infrastructure.

Of course, this new organization is not sufficient to prevent some major difficulties in-
herent to the lack of interoperability.

10.Volume of business
= About 230000 km railway infrastructure,
= 120 customers.
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Appendix 2. 2- 5: BoxXpress

1. Involved partners:
= ERS European Rail Shuttle Holding B.V., Rotterdam, (47%)
= ERS is a subsidiary of Maersk Line
= Eurogate Intermodal GmbH, Hamburg.(38%)
= TX Logistik AG (15%)

2. Type of partners:

= ERS (and its subsidiary ERS Railways) operate shuttle trains from Rotterdam
and the German ports to various countries in Europe.

= Eurogate is a logistic group and number one Container terminals owner in
Europe.

= TX logistic AG is a new Railway Undertaking, controlled by Trenitalia (51%),
handling intermodal and conventional traffic, mainly on the German Italian
route.

3. Owner relationship between the partners.
The three partners are independent companies.

4. Main objectives:
BoxXpress is a licensed private rail operator specialized on the reliable and fast trans-
port of overseas containers between the German seaports and inland destinations.

Since June 2000 BoxXpress has developed a constantly growing network of block
trains, with the aim of offering tailor-made and cost efficient transport solutions to
their customers.

5. Legal / contractual basis:
BoxXpress is an independent company.

6. Geographical coverage

Since it’s start in June 2000 BoxXpress connects the German seaports of Bremerhaven
and Hamburg overnight with the economic areas in and around Stuttgart, Munich and
Nuremberg. The successful concept consists of mostly direct operation of block-trains,
which provides a maximum in transport efficiency.

Today’s network connects Bremerhaven, the Hamburg terminals Burchardkai, Euro-
kombi and CTA with the inland terminals Konwestheim Ubf, Augsburg Oberhausen,
Munich-Riem, Nuremberg-Harbour, Mainz Frankenbach and Ludwigshafen Triport.
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st European Rail Shuttle

FPort Destination Freguency Transittime
Hamburg Munich 5 times 13 hours
Hamburg Angsburg 5 times 11 hours
Hamburg Nurnberg 5 times 12 hours
Hamburg Stuttgart 5 times 13 hours

Bremerhaven Munich 5 times 13 hours
Bremerhaven Augshurg 5 times 11 hours
Bremerhaven Nurnberg £ times 12 hours
Bremerhaven Stuttgart 5 times 13 hours

7. Market segments
Block trains of overseas containers.

8. Coverage
BoxXpress is a pure traction company, the business part and the bookings being made
through ERS, Eurogate and TX Logistics.

9. Strategic background - evaluation

ERS wanted to expand its activity in Germany in the same way it had been developed
before in the Netherlands. The reason was that the shipping lines involved in ERS were
not satisfied with the pricing and quality of service of existing solutions.

BoxXpress has specialized in inland transport within Germany.

On a more general note, BoxXpress represents an original case of competition for the
incumbent railway in Germany:
= ERS belongs to Maersk Line, which shows the major role now played by the
maritime sector;
= Eurogate is the main competitor of HHLA (which in turn is closely connected to
DB);
= Trenitalia has now a predominant share of TX Logistics.

10.Volume of business
Global capacity of 280000 TEU (yearly).
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Appendix 2. 2- 6: Brenner Rail Cargo Alliance

1. Involved partners:
= Rail Cargo Austria,
= Railion Deutschland,
= Trenitalia.

2. Type of partners:
Three incumbent Railway Undertakings.

3. Owner relationship between the partners.
Independent companies.

BRC is a small company with only 6 employees (2 from each RU), based in Innsbruck.

4. Main objectives:
= To improve steadily the quality of service of the Brenner Route.
= To increase the rail market share against the road.

5. Legal / contractual basis:
A trilateral “alliance” contract was signed on Jan. 1, 2003.

6. Geographical coverage
The 450 km between Munich and Verona.

7. Market segments
Block trains, combined transport, “Rollende Landstrasse”, wagonload traffic.

8. Coverage

= Quality management.(day to day and medium term) with monitoring ofquality
standards,

= Cross border procedures,

= Optimization of time tables,

= Information systems.

9. Strategic background - evaluation

Competition is fierce on the European North South routes, firstly with the road trans-
port. Nevertheless Rail has a competitive advantage due to the Alpine transit and limi-
tations enforced in Switzerland and Austria against road traffic.

There is also intra modal competition among Railway Undertakings, several routes be-
ing possible (via Brenner, Gothard, Simplon etc.)

The main RU’s are not prepared to globally hand over their North South operations to
a new full scale RU. BRC is a partial attempt to monitor quality on the whole route
with 3 successive partners in charge of the operations.

BRC is also used as a communication tool, to demonstrate the efforts made by three
important incumbent companies on a major corridor.

10.Volume of business
unknown
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Appendix 2. 2- 7: CORTAX
Concentration et Redistribution des Trafics par Axe

1. Involved partners:
= Cemat (Italy),
= Novatrans (France),
=  TRW (Belgium).

2. Type of partners:
= Cemat is the leading CT operator in Italy offering national and international
services. The company is also managing more than 30 CT terminals in Italy.
= Novatrans is the leading CT operator in France (national and international traf-
fic). The company manages also their own fleet and terminals.
= TRW is the leading CT operator in Belgium offering mainly international ser-
vices to Italy and Spain.

3. Owner relationship between the partners.
= CEMAT: -
= NOVATRANS: participation of 2% for Cemat
= TRW: participation of 21% for Novatrans and 21% for Cemat.

4. Main objectives:

The CORTAX system was developed in order
to concentrate a part of the Belgian CT traffic
coming from different local terminals (for ex-
ample Antwerpen, Liége,..). on a main rail-
way hub (named Ronet). From this hub, in-
ternational block trains are built bound for
France, Italy or Spain. The CORTAX network
serves as starting point for building direct
point-to-point trains. If a traffic is sufficiently
developed, the CT operators can decide to
adapt the CORTAX network by offering a di-
rect train service (for example Liege-Novara).

5. Legal / contractual basis:

It is an operational and commercial agree-
ment between different CT partners. A special
regime has been developed for this concept.

6. Geographical coverage

The CORTAX network links local Belgian ter-
minals through the Ronet hub to South of
France, Italy and Spain.
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7. Market segments
All kind of consignments: mainly swap bodies and containers but also semi-trailers.

8. Coverage

The CORTAX system is mainly a strategic collaboration between several CT operators
to organize their traffic by harmonizing their operations (for example by creating a
common wagon pool, creating common procedures) and commercial activities (prices
and timetables) on some relations. This system allows the CT partners to offer to their
different European customers destinations, which could normally not be proposed.

9. Strategic background - evaluation

The hub system has shown its growth limit and its difficulty in the daily operations (for
example when TRW had to change the hub from Schaerbeek to Ronet in 2004). But
the system is still proving its advantage: attracting small traffic day by day to finally
build direct trains, which is the final objective for all CT operators.

10.Volume of business
unknown
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Appendix 2. 2- 8: European Bulls Alliance

1. Involved partners:
= Ferrovie Nord cargo (Italy),
= LTE Logistik und Transport (Austria),
= Rail4chem (Germany),
= Viamont (Czech Republic),
= COMSA Rail Transport (as associated member, Spain).

2. Type of partners:
= Ferrovie Nord cargo, LTE Logistik und Transport, Rail4chem and Viamont are
Railway Undertakings,
= COMSA is a company specialized in railway construction,
= COMSA Rail Transport, its subsidiary, is also a newly created Railway undertak-

ing.

3. Owner relationship between the partners.
There is no owner relationship between the partners, which are totally independent
companies.

4. Main objectives:
= To offer the demand side of the market reliable, high-quality international rail
freight products and related services.
= To facilitate lobbying efforts for new entrants.

5. Legal / contractual basis:

The general pattern of the legal arrangements is that one partner is the contractor
(responsible towards the final customer), one or several others acting as subcontrac-
tors of the former. For the customer, there is only one interlocutor (one stop shop-
ping), even if the product is delivered in association.

6. Geographical coverage
All of Europe, but mainly in the countries of the founding companies (Benelux, Ger-
many, Italy, Austria, Czech Republic and Slovakia).

7. Market segments
Containers, cereals, chemicals in tank cars, coal, petroleum coke, cement etc.

8. Coverage

The European Bulls Alliance is very flexible in essence: the form of co operation will
evolve from one transport operation to the next. One single partner runs international
open-access services for the alliance whenever this is technically and legally possible.

Partners will share experience and resources, plan services jointly, optimize capacity
and integrate IT systems. The also plan to combine their purchasing and to use Eng-
lish as a common language.
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As an example, each company owns its own locomotives, but there is a common view
on new interoperable rolling stock: In this way LTE bought in April 2005 a new diesel
locomotive, in European Bulls design”, with permits and safety packages for Germany,
Austria and Slovakia.

There is also a common back office for marketing, contracting processes and quality
management at large.

9. Strategic background - evaluation

The Alliance is modeled on airline groupings such as Star Alliance: It is mainly a co-
ordination and marketing platform; The objective announced are very high (+ 35% a
year, market share of 35 % of European rail Freight by 2015).

One partner is responsible to the customer for handling the whole international ser-
vice. Via European Bulls, each partner can guarantee that in all countries in which it
does not operate itself there are partners ensuring under its responsibility the uniform
quality of the transport services provided.

The highest expectations in added value come from cross border reliability, which has
long been one of the major failings in the international rail freight operations.

There is another, more political goal for European Bulls to achieve: to be the voice of
small or medium sized new entrants, especially where technical and administrative
hurdles remain and hinder a quick and efficient access to a truly open market.

10.Volume of business
unknown
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Appendix 2. 2- 9: European Rail Shuttle (ERS)

1. Involved partners:

European Rail Shuttle B.V. (ERS) was established in 1994 by its founders Royal NedI-
loyd, Sealand Service and P&0 Containers, with the aim to transport containers
throughout Europe in an effective - and cost efficient way. Soon after the start of the
operations also Maersk joined the joint venture As per March 2000, after various re-
organizations within the shareholders, ERS' shareholders became Maersk Sealand and
P&O Nedlloyd. As per 13 February 2006 ERS became a fully owned subsidiary of
Maersk Line.

2. Type of partners:

The shareholders were from the beginning shipping companies. These companies were
dissatisfied with the quality of service given by the traditional carriers and wanted at
the same time put some pressure on the price level.

In 2002, ERS Railways, a new railway company and full subsidiary of ERS was estab-
lished, with its own rolling stock and drivers.

ERS and ERS Railways has established a set of selective alliances Through Europe, in
order to run efficient operations:

= ERS Railways has its own trains in Benelux.

= In Germany, most of the traffic is handled by BoxXpress, which belongs (47%)
to ERS.

= For the southbound traffic to Italy, SBB was the chosen partner.

= ERS is open to other partnerships, depending on the needs and opportunities,
e.g. with PKP Cargo for the new traffic to Warsaw.

3. Owner relationship between the partners.

There are no relations of that type among partners, with the exception of ERS Rail-
ways itself, totally owned by ERS. This situation brings a core business to ERS Rail-
ways. Nevertheless, and from the start, ERS has offered services to third parties.

4. Main objectives:
= To give the strongest possible position to the port of Rotterdam with a high
level transportation service for its hinterland.
= To expand to Germany with the help of BoxXpress.
= To rely on a high reliability, good frequencies, connections and reasonable
rates.

5. Legal / contractual basis:
Commercial agreements between partners.

6. Geographical coverage
Mainly from and towards Rotterdam, but also from and towards Hamburg and
Bremerhaven.
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Destinations are almost every country on the North South route: Belgium, Germany,
Switzerland, Italy, Czech Republic, Slovakia, and also Poland, Hungary, Slovenia.

7. Market segments
Intermodal block trains for maritime containers.

8. Coverage
Global direct operations with ERS Railways or selected partnerships.

9. Strategic background - evaluation
To get a better control on pricing and quality of service.

10.Volume of business
unknown
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Appendix 2. 2- 10: Kombiverkehr - ICA

1. Involved partners:
= Kombiverkehr (Germany)
= Intercontainer Austria (Austria)

2. Type of partners:
= Kombiverkehr is the leading CT operator in Germany offering national and in-
ternational CT services (mainly direct trains)
= Intercontainer Austria is a CT operator offering mainly international unaccom-
panied CT services (wagonload and direct trains).

3. Owner relationship between the partners.
= Kombiverkehr: -
= ICA: participation of 26% of Kombiverkehr

4. Main objectives:

The mutual agreement between Kombiverkehr and ICA allows both partners to offer a
much larger range of CT services. The idea is that one partner can use the CT ser-
vices, network (for Germany: KombiNetz2000+), resources (set-up of a common
wagon pool) and know-how of the other partner (CT market of different regions and
countries). The partners buy and sell in close collaboration the CT services (direct
trains) to their own ‘national customers’, which are using international lines for trans-
porting their units. This reduces the commercial risk for the CT operators (often repar-
tition of the risk 50% per partner). Each partner is then responsible to contribute with
his loading units from his network and his customers in order to fill in the common
trains.

5. Legal / contractual basis:
It is an operational and commercial agreement between Kombiverkehr and ICA.

6. Geographical coverage

The countries concerned by this agreement are (international relations from/to): Ger-
many (based on the national network KombiNetz2000+) - Austria - The Netherlands
- Italy - Eastern countries.
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7. Market segments

Kombiverkehr and ICA are offering direct trains (with Gateway connections). All kind
of consignments are concerned: mainly swap bodies and containers but also semi-
trailers.

8. Coverage
See main objectives.

9. Strategic background - evaluation

This is a typical commercial collaboration in the CT market. This allows to share all the
costs (and benefits) of the commercialized trains and to extend the CT network of
each partner by offering much more CT relations by relying on the expertise of its
commercial partners. This kind of collaboration can also be concluded with more than
2 partners (in case of very long CT relations).

10.Volume of business
unknown
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Appendix 2. 2- 11: Netzwerk Privatbahnen

1. Involved partners:
= Boxpress GmbH , Hamburg
= D&D Eisenbahngesellschaft mbH, Lagenow
= Dillen & Le Jeune Cargo n.v., Deurne (B)
= Duisport rail, Duisburg
= EKO Transportgesellschaft mbH (EKO Trans), Eisenhiittenstadt
= Eisenbahnbetriebe mittlerer Necker GmbH, Kornwestheim
= European Rail Shuttle BV , Rotterdam (NL)
= Heavy Haul Power International, Erfurt
= InfraLeuna Infrastruktur und Service GmbH, Leuna
= Havellandische Eisenbahn AG, Berlin
= Logistik Service GmbH, Linz (A)
= LTE Logistik- und Transport- GmbH, Wien (A)
= MEV Eisenbahn- Verkehrsgesellschaft mbH, Mannheim
= Mittelweserbahn GmbH (MWB), Bruchhausen-Vilsen
* rail4chem Eisenbahnverkehrsgesellschaft mbH, Essen
= RCN Logistik GmbH, Nirnberg
= Regental Bahnbetriebs-GmbH, +Regental Cargo, Neuenmarkt
= Rhein-Sieg-Eisenbahn GmbH, Bonn
= Rhenus Rail Logistics GmbH, Duisburg
»= SRS Rail Service GmbH, Offingen
= Transport- und Logistik GmbH, Griindau
= TX Logistik AG, Bad Honnef
= Westfalische Almetalbahn GmbH, Altenbeken

2. Type of partners:

The 23 members mainly present private freight railways based in Germany, with the
exception of four. Those are based in neighbor countries but may also be active in
Germany.

3. Owner relationship between the partners.
None, independent companies.

4. Main objectives:
= Promotion of intra-modal competition;
= to counterbalance the dominant position of the incumbent railway;
= to promote the necessary improvements of infrastructure and in procedures af-
fecting the everyday business.
Hence, lobbying is the main objective, practical co-operation another one, but with
minor priority so far.

5. Legal / contractual basis:
Netzwerk Privatbahnen is an association based on German Law. The Netzwerk has
now an office and few staff in Berlin.
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Decisions are taken by a board of Directors chosen among the representatives of the
members. The annual budget is agreed by the members in an annual general meeting.

The board of Directors is assisted by a secretary.

6. Geographical coverage
Germany and neighbor countries.

7. Market segments
Rail freight services and related businesses. All types of goods/commodities.

8. Coverage

Communication to shippers that NP members are capable of providing high-
quality and reliable rail services at national and international level:
representation of NP members vis-a-vis policy makers, authorities and the rail-
way supply industry;

development of a framework for fair on-rail competition in Germany and
Europe. Initiation of discrimination-free practice with regard to railway infra-
structure, rolling stock, international services and rules and regulations;
fostering constant exchange of information and experience among partners;
practical co-operation of partners in regard to joint on-call service, procure-
ments, insurances, public relations.

9. Strategic background - evaluation

Netzwerk Privatbahnen and their members practice a very lively co-operation. This
concerns the more practical aspects of operations etc. as well as joint efforts to im-
prove the framework conditions.

In several legal proceeding NP members successfully fought against discriminatory
practice regarding charging by Infrastructure Managers, the charging of electricity and
the like.

10.Volume of business

The consolidated amount of revenues of the members is bout 400 Million Eu-
ros.

The total number of staff is approximately 1 000.

70 % of the turnover of non-DB rail freight services is generated by Netzwerk
partners.
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Appendix 2. 2- 12: Rail Euro Concept (REC)

1. Involved partners:
= Rail Euro Concept belongs jointly to Railion Deutschland and Fret SNCF. It is a
limited company (Société anonyme simplifiée), with a staff of about 25, includ-
ing CIFFA (centre d’interopérabilité fret franco-Allemand) .
= REC is located in Paris, the CIFFA in Forbach, the French-German border sta-
tion.

2. Type of partners:
= Railion Deutschland is former DB Cargo, the biggest rail freight operator in
Europe.
= Fret SNCF is the freight division of SNCF.

3. Owner relationship between the partners.
The repartition of shares in REC is 50% for each partner. Decisions are taken by the
board of directors.

4. Main objectives:

The main objective of REC and CIFFA is to enhance the quality of service (punctuality
and reliability) of international services between Germany and France. Railion and fret
SNCF having different production systems and rules (technical and administrative),
the role of REC and CIFFA is to erase the negative effects that these differences have
on interoperability.

5. Legal / contractual basis:

REC only deals with production matters. Strategy and commercial policy are not in the
scope of the responsibilities of REC. There is a general (and non published) agreement
between Railion and fret SNCF about the role and functioning of REC.

6. Geographical coverage
Originally, Woippy- Manheim with only one border crossing (Forbach).

In a further stage, enlargement to the hinterlands (Ruhr Region in Germany, Area of
Lyon in France).

One possible long term option is for the REC to handle part of the German Spanish
traffic.

7. Market segments
All kinds of goods, but only in full trains (single wagon load is not concerned).
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8. Coverage
REC and CIFFA have 2 levels of responsibility:
= planning:
0 a specialized team studies new interoperability rules to replace national
and often contradictory ones.
o production planning (drivers and rolling stock)
= day to day coordination of production.

9. Strategic background - evaluation

Cooperation between the two big incumbent railways has often be difficult, each part-
ner wanting the leadership for himself. Performance used to be especially bad in the
Ruhr-Lorraine area, despite a huge potential of traffic (steel, coal, chemicals).

Hence the idea of a common entity to smooth up the day to day and the medium term
performance.

The owners of REC are not ready to set up a full scale new Railway Undertaking to

handle completely the German-French traffic, each one wanting to keep its own com-
mercial teams and, as a matter of fact, its own “national” production system.

Two ways of evolution could be followed in the future:

= deepen the scope of responsibilities of REC (Marketing, production staff)
= extend the geographical coverage (all the border points between Germany and
France, Spain and Portugal etc.)

10.Volume of business
unknown
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Appendix 2. 2- 13: Rail Traction Company/Lokomotion

1. Involved partners:
= RTC (Rail Traction Company) S.p.a., Rome
= Lokomotion Gesellschaft fiir Schienentraktion mbH, Munich

2. Type of partners:
RTC and Lokomotion are new Railway Undertakings specialized in traction on the
Brenner route (Munich-Verona).

3. Owner relationship between the partners.
The shareholders of RTC are mainly STR (34%),controlled by Autostrada del Brennero
and Railion (30%), the other shares being split between smaller shareholders.

Lokomotion belongs to Railion (30%), RTC (30%), Kombiverkehr (20%) and STR
(20%), a project and financial company.

4. Main objectives:
The two companies, working in partnership, each one in charge of one side of the
Brenner, aim to deliver a high quality product/service.

5. Legal / contractual basis:
Co-operation agreements (for planning and monitoring operations).

6. Geographical coverage
The Brenner route, but actu-
ally all the German-Italian
traffic.

Newly some trains on the
Tarvis route.

RTC has also initiated a do-
mestic service in Italy.

LUBECK

7. Market segments
= Combined transport,
steel, automotive.
= Customers are Stin-
nes, Kombi Verkehr,
Cemat, ATG and the
Swedish steel indus-

try.

SALTBURG
., T

TARVISIO

8. Coverage

. . CERVIGHAND
Pure traction of block trains.
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9. Strategic background - evaluation

The Brenner Corridor is one of the most loaded international transit corridor, where -
on a length of only 448 km between Munich and Verona - three countries and thus
railway infrastructures and the Alps (inclination Brenner north ramp 26 %o) have to be
bridged.

To distinguish from the existing services, RTC and Lokomotion positioned their product
as a high quality service. Meanwhile both partners have increased their traction vol-
ume to approx. 60 trains per week.

Despite - or may be, because of - the disadvantageous conditions for small Railway
Undertakings, Lokomotion and RTC developed innovative rail traction and locomotive
staff employment schemes. These schemes were a substantial prerequisite for their
major success so far: They achieved to improve the rate of punctuality of intermodal
services on the Brenner corridor significantly.

10.Volume of business
= Market share on the Brenner route: 35% (50% in combined transport) in 2004.
= About 60 trains/week
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Appendix 2. 2- 14: Railion North-South-route

1. Involved partners:
= Subsidiaries: Railion Netherlands, Railion Denmark, Railion Italy.
= Associates :BLS Cargo, TRC, Lokomotion, etc.

2. Type of partners:
= Railion Netherlands, Denmark and Italy are former RU’s which were purchased
by the DB organization from the incumbent national railway company in the
Netherlands and Denmark, and from a private company called SFM in Italy.
= BLS Cargo is the former freight division of BLS, the biggest private RU in Swit-
zerland,, and in which Railion Deutschland has acquired a share of 20%.

3. Owner relationship between the partners.
Railion Deutschland has direct or indirect control over all partners on the North South
route (via the east bank of the river Rhine)

4. Main objectives:

To be able to propose a unified and “one shop stop” approach to the customers, to
improve the level of quality and to be the head runner in the competition on the
North South routes.

5. Legal / contractual basis:
Railion is the owner or has a controlling power on the involved partners.

6. Geographical coverage

All countries from Finland, Norway, Sweden and Denmark to Italy and the South east
of Europe. The transit through Switzerland is privileged, but a particular effort is also
made via the Brenner (with a specific “"Brenner” Alliance).

7. Market segments
Combined and conventional transport, mainly block trains.

8. Coverage

Railion and its partners on the north south route co operate as Rail Carriers mainly.
The main objective is to deliver an improved quality of service, in order to resist to the
inter and intra modal competition.

9. Strategic background - evaluation

Deutsche Bahn AG wants to play a major role in the freight transportation market in
Europe in the new deregulated market. DB Logistics was created to that effect, with 3
main pillars: Schenker, integrated logistics provider and worldwide forwarding com-
pany; Stinnes, in charge of combined transport services and freight logistics; Railion,
the main rail carrier in Europe. It has to be understood that Railion’s responsibility is
to provide a good quality service, Stinnes being in charge of the business side with the
customer.
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The north south route (From Scandinavia and Benelux to Italy) is much more impor-
tant than any other relation, and was worth of a special effort for Railion:

= 3 subsidiaries (of Stinnes) were created on the route, in the Netherlands, Den-
mark and Italy.
= partnerships/Alliances were established when necessary, especially with BLS
Cargo.
In this way, there is a continuous control of the freight division of DB on the North
South route (even if there exists now some competition with SBB and its own partners
on the same route).

10.Volume of business
The volume of business of Railion is about 5 MM €.
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Appendix 2. 2- 15: SIBELIT

1. Involved partners:

= SNCF 40%

= SNCB 40%

= CFL 15%

= CFF 5%
SIBELIT stands for “Société pour l'itinéraire Benelux, Lorraine, Italie” and was
launched on March 31, 2006.

2. Type of partners:
Incumbent RU’s

3. Owner relationship between the partners.
Sibelit has a registered office in Luxemburg, shares as shown above. The partners are
independent companies.

4. Main objectives:
= Better productivity.
= Better quality of service (punctuality and reliability).

5. Legal / contractual basis:
European GEIE “Grouping of Economic Interests”

6. Geographical coverage
SIBELIT is in charge of operations between Muizen and Bale. But improvement of the
Antwerp-Milan, and more generally Benelux-Italy route is the final goal.

7. Market segments
All traffics.

8. Coverage

Sibelit is mainly meant for improving co operation on the production side. About 300
trains weekly use the North south corridor between Belgium and Bale (via Luxemburg
and France). Several RU’s are involved in the logistic chain (SNCB, CFL, SNCF, SBB
and finally Trenitalia), with different production systems and different cultures. Inter-
operability is obviously a problem on a route with so many partners involved.

With the help of shared resources, the following areas will be optimized: decreasing of
the number of driver changes, better harmonization of the monitoring of the slots in
the various countries, creation of an international track and trace system for the
trains.

A certain level of quality will be guaranteed to the customer.
Sibelit is not a new RU and has for the time being no business goals.
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9. Strategic background - evaluation

The Benelux-Italy corridor has 2 main routes, via France and via Germany (there are
other routes of lesser importance via Austria or even central European countries. In
the last three years, 2.5 Million tons of traffic were lost to the left bank via Germany.

To improve the “French” route and create a competitive advantage against inter- and
intra modal competition.

There is also a long term possibility for Sibelit to be transformed into a RU.

10.Volume of business
300 trains each week.
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Appendix 2. 2- 16: Systemcargo

1. Involved partners:
= Hellmann Worldwide Logistics GmbH + Co. KG
= Stinnes Intermodal

2. Type of partners:
= Hellmann is a traditional company (family business) that has grown from its
northern German roots. They have already achieved a national presence via
regional partners.
= Stinnes Intermodal is part of Stinnes Freight Logistics. They offer national and
international combined traffic services.

3. Owner relationship between the partners.

4. Main objectives:

Since 2004 Hellmann shifted transport volume from road to rail. Therefore “System-
cargo”-trains run between Hellmann locations in Northern Germany and intermodal
stations in Middle and Southern Germany.

5. Legal / contractual basis:
It is an operational agreement between Hellmann and Stinnes Intermodal.

6. Geographical coverage
() Hamburg

Bremen .

Osnabriick .\A—. Hannover

@ intermodal station
A tuntable Hannover-
Linden (train splitting/
Frankfurt/M. composing via shunting)

() Nurnberg

Karlsruhe @ @ Regensburg

@ Landshut
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7. Market segments
Primarily time critical system traffic.

8. Coverage
Hellmann market the trains. The volume is from Hellmann and partners. The remain-
ing capacities will be offered to other forwarders.

Stinnes Intermodal orders the train paths and operates the trains.

9. Strategic background - evaluation

Hellmann loaded part load into wagons until the seventies of the last century. Then
they finished the dispatching because the transport by lorries became less expansive
and more flexible.

Hellmann and DB Cargo started again at the end of the last century shifting volume
from road to rail by using the CargoSprinter between Hamburg/Osnabriick and Frank-
furt/Main airport (Cargo City South). These transports stopped in 2000.

Nevertheless Hellmann wants to shift volume. Hellmann and DB Cargo developed the
project “Systemcargo” promoted by the BMFT. After a conception phase the demon-
stration phase started in January 2004 between six locations. Step by step the train
capacity for swap bodies and the number of participating locations has been increases.
The processes have been optimized during operation, so that the utilization of the
train could be increased steadily. At the end of the demonstrating operation each day
200 swap bodies could be shifted.

With the annual timetable change in December 2005, the demonstration has been
transferred to a regular service and by that established in the market.

10.Volume of business
The capacity of all trains are 240 swap bodies per day.
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Appendix 2. 2- 17: UIRR model

The following document describes the ideal-typical partnership in the continental com-
bined road-rail transport. This model was created at the end of the sixties and later
implemented in up to 15 European countries. In principle this modal of cooperation is
still valid today for about half of the combined road-rail transport in Europe. In the dif-
ferent countries there are variations and over the last decades, some developments
which will be discussed at the end of this documentation.

Contract N° 513504
Business Model for international Co-operation

1. Involved partners:
= UIRR and member companies (CT-operators)
= Traditional UIC member companies (Railway Undertakings)
= Road transport companies and their associations

The different actors and their role

Terminal

Terminal

[eai s

E :|IIIIIIIIImIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIE |
Short Trans- Main haul on rail Trans- Short haul
haul road shipment shipment road

Coverage of the physical intermodal transport chain by the different actors:

e -
=]

Logistic company, road haulage

Combined Transport Operator

>

‘ Railway Undertaking ‘

T T [NANERENENI
| Infrastructure manager |

UIRR co-operative model: CT operator organizes the traffic from terminal to termi-
nal on rail, the customer himself the terminal traction.

2. Type of partners:

Cooperative approach to the market with collaboration and work division between:
= Combined transport operators
= Railway undertakings
= Road hauliers, freight forwarders and logistic companies

3. Owner relationship between the partners.
Majority of the shares of the combined transport operator is typically held by road
hauliers, freight forwarders or their associations, so by customers.

Appendix 2.2
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A minority share is typically held by the traditional Railway Undertaking of the respec-
tive countries, so the suppliers of rail traction, and often of additional services, like
transshipments in terminals or placing wagons at disposal.

4. Main objectives:

Railways and road transport or logistic companies are normally competitors. So the
latter will not easily give their cargo to the railways as they must fear that Railway
Undertakings will directly try to take over the goods from the original shipper. The set-
ting-up of Combined Transport operators who are by a majority controlled by their
customers gives them the necessary guarantee to entrust the operator with their
transports. This coincides with the main philosophy of the UIRR companies never to
contact directly the shipper. UIRR companies did also not invest in loading units them-
selves and concentrated on the organization of the main rail part of the transport from
terminal to terminal: another guarantee that they would never compete with their cus-
tomers.

From the Railway Undertakings point of view, especially in the times when they had a
national monopoly of providing traction, the UIRR operators had the role of marketing
and selling companies for the market of continental traffic.

5. Legal / contractual basis:

Road hauliers, freight forwarders and railway’s participate as shareholders in the op-
erators companies. In principle the sharing of capital has often a character of a coop-
erative association. Legally some companies are stock corporations, others companies
with limited partnership, often with a great number of limited partners with sometimes
even equal shares.

Prices of railway services were in former times calculated on the basis of single wagon
units and now more and more in a way that it allows the operators to bear the risk of
complete trains and to do the necessary investments in wagons, terminals, EDI. It is
not the major objective of the CT-operators to make profit. The railways interest as
companies which have high fix costs is to sell their services at prices which allow the
development of combined transport. The market price is determined by the dominant
continental transport mode road. As a lot of customers are shareholders they want the
CT-operators to organize a good service for them at reasonable prices rather than to
gain on profits of the companies.

On the European level the co-operation is represented by the collaboration between
the organizations UIRR, regrouping the CT-operators and the UIC combined transport
group, regrouping the (traditional) railway companies of the same countries. The col-
laboration of both organizations is organized within INTERUNIT, an association without
legal identity. Interunit does legally take no part in the set-up of the business model,
but represents a platform for discussion between Railway Undertakings, CT-operators
and their customers in order to discuss conflicts and seek common solutions on mutual
trust.

Legally this co-operative manner of combined transport is road transport which is on
its major part rerouted on rail. For the shipper there is no difference if a transport is
handed over to normal road transport or of it makes use of this co-operative combined
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transport chain. Often the shipper does not even know if his logistic company will
route one transport over road only or if the truck which always is the interface to him
will only roll a short distance on road to the next terminal and will then be transported
on rail for the longest part. Anyway at the destination a truck of his contracting trans-
port company will pick up again the loading unit at the destination terminal and deliver
the units to the final address. Often the logistic company sends a part of the goods on
road, another part, where suitable, via combined transport. Especially this flexibility
allows a good service to the final customer, the shipper.

The UIRR companies have elaborated common General Conditions to harmonize the
legal situation of the customer, independent from his choice of the CT-operator and in
order to be unique interface for the customer to avoid that he has to treat with the dif-
ferent actors of the combined transport chain as Railway Undertakings, terminal- and
CT-operators.

International traffic is produced by normally two or (with transit country/company)
three CT-operators on basis of a specific commercial and operative agreement. (See
special description of the Business Model "CORTAX" or “KV-ICA".)

6. Geographical coverage
Most continental countries of Europe are concerned.
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In 2003 the UIRR has changed its statutes. From that time on it was for membership
not required any more that operators have a majority share of the road sector. The
new members CNC/Naviland Cargo, ICA and the associated member Eurotunnel are
based on another business model.
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7. Market segments
The UIRR companies are providing combined transport services in order to shift traffic
from road to rail. The main market is continental road transport.

In the first decades till end of the eighties when railways national monopoly was still
completely in place, there was a clear market separation between the UIRR companies
on one side and the container companies or railway companies on the other side in
Europe. The container traffic was organized either directly by the railway companies or
by typically hundred percent daughter companies like CNC in France, Transfracht in
Germany, or Intercontainer, a subsidiary of 28 railway companies for the organization
of the international maritime container traffic.

The UIRR companies only transported “road units” like swap bodies, semi trailers or
complete road trains on the rolling motorway. Initially there was even an interdiction
by the railways for UIRR companies to transport containers. This “technical” definition
of a market separation showed later difficulties as the differentiation between contain-
ers and swap bodies was fluid. Road transporters began to invest in non ISO standard-
ized containers or even in ISO containers for transporting liquid goods in continental
traffic. They wanted of course also to transport these units as all their others with
“their” CT-operators. This led even to situations where the upper corner fittings of
containers were hidden by a tarpaulin to let them appear as swap bodies.

On the other hand the railway companies or their container companies transported
more and more swap bodies. This created mistrust of UIRR companies and their cus-
tomers as they accused railway companies to give up their neutrality and give better
prices to their daughter companies than to the UIRR companies.

The strong market segmentation was abandoned at the end of the eighties on inter-
vention of the EU General Directorate for Competition. Since then all operators may
transport all kinds of loading units.

Nevertheless the main business of the UIRR companies still is the continental market
of loading units coming from the road side. The hinterland traffic with maritime con-
tainers is up to today an additional business outside of the mentioned Business Model.

8. Coverage

The UIRR co-operative Business Model covers the continental transports of loading
units in Europe. Because auf more favorable framework conditions by the alpine coun-
tries, mainly Switzerland two thirds of European combined transport is alpine crossing
transport. More than 2 million consignments (truck load equivalents = 2,3 TEU) are
transported each year.

9. Strategic background - evaluation

The UIRR business model is based on a co-operation of road and rail. This model had
an incredible success over four decades. The growing rates were always higher than
those of the container companies or the railways themselves, whose business model
towards the continental transport market was to provide the full door-to-door trans-
port including terminal haulage organized by themselves in competition to road trans-
port.
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We even see that in the fourth decade of combined transport, in the last years the
container companies came into big financial troubles and had to give up either com-
pletely or at least important parts of their traffic, whereas the co-operative model con-
tinues to show good growth rates.

If some railway companies try in the last years to increase their participation in UIRR
companies, there is a certain risk to leave the UIRR co-operative business model. It is
the success of this business model which creates a tendency by traditional railway
companies to counteract the initial philosophy: Combined transport has gained such
an important part of freight traffic that railways often want to take more control of this
strategic part of their traffic and want to increase their shares. An example is the
German Kombiverkehr where DB held initially a minority participation, has stepped
completely out of the company end of the nineties and has in the meantime increased
their shares to a 50% participation. But in this case contractual agreements have been
found to assure that road and rail shares vote separately so that no side may outvote
the other and the co-operative business model may still be continued.

The dependency between operators and railway companies may not be judged by the
part of the participation only. As long as there is for most traffic no free choice of rail-
way traction and only the traditional provider offers traction, the operators are de-
pendent on the tariffs and services of one Railway Undertaking. But with upcoming in-
tra-modal competition the participation gains of cause importance.

In some cases the co-operative business model is maintained when more than one
Railway Undertaking participate in the shares of the CT-operators. It is also main-
tained even with upcoming concentration of business, when bigger CT-operators par-
ticipate in smaller ones. Example: the Belgian TRW with participations of Cemat and
Novatrans. Often established CT-operators are ypaccompanied Transport 1996-2005
participating in the foundation of operators in (5%apbodies. Containers, Semi-trailers)
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Appendix 2. 2- 18: Air Cargo Interlining

1. Involved partners:
Airlines world wide:

= Air carrier, mixed passenger and freight
= All-cargo carriers

2. Type of partners:
Airlines providing air cargo services without regard to the nature of service: national,
continental, intercontinental.

3. Owner relationship between the partners.

Owner relationships may exist but do usually not exist. In case of existing owner rela-
tionships, more qualified co-operation agreements than interlining agreements are
probably governing joint commercial activities of the partners, for example Air France
and KLM.

4. Main objectives:

Air cargo operators wish to extend their networks offered to their customers without
operating flight themselves all over the world. Airlines therefore agree on terms and
conditions under which shipments acquired by one airline are transported to their final
destination by at least more than one operator. Operators hence improve their posi-
tion on the market by expanding their services.

5. Legal / contractual basis:
Interlining agreements provide the legal framework for the interlining of freight and
passengers. The agreements mainly govern the following principles:

= billing procedures;
= handling of claims;
= arbitration in case of disagreements;
= waybills and other documents.
Two types of interlining agreements exist:

= the Multilateral Interline Traffic Agreement (MITA) governed by IATA; and
» bilateral agreements between two carriers of which at least one has not signed
the MITA agreement.

The MITA is annually updated by a working group of the International Air Transport
Association (IATA). Airlines wishing to operate under MITA have to sign a MITA
agreement also indicating whether passengers and/or freight interlining is planned.
Furthermore, each carrier has to directly contact any other carrier with whom he
wants to interline passengers and/or freight. The contacted carrier will usually approve
the request. The request may be rejected, for example, if the solvency of the request-
ing carrier is in doubt.
Interline shipments have least priority after own and partner shipments. Billing and
payments are handled either by the IATA Clearing House (ICH) or the Airline Clearing
House (ACH). Rates are agreed on a case-by-case basis (special prorate agreement-
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SPA). If no SPA is agreed in time, published rates will be applied, which are usually
very high.

If a carrier does not want to work under the MITA agreement, he may enter into nego-
tiations with any airline and conclude a bilateral agreement. Bilateral agreements usu-
ally consist of an individually modified MITA. Direct billing of partners is the most sig-
nificant difference to MITA.

6. Geographical coverage
Worldwide. Often corridor-oriented.

Example of AirBridge Cargo and Emirates SkyCargo

AirBridge Cargo (ABC), the scheduled cargo airline subsidiary of Volga-Dnepr
Group, and Emirates SkyCargo signed an interline agreement in January 2006. The
agreement gives ABC the ability to offer its Russian customers cargo capacity to
destinations in the Middle East, India and Africa using the Emirates SkyCargo net-
work. In exchange, Emirates SkyCargo has the opportunity to extend its network to
Moscow's prime cargo hub at Sheremetyevo Airport by interlining through ABC's
Frankfurt and Amsterdam hubs.

The agreement is of particular value to the aerospace and technology sectors in
Russia, now better serving their clients in all the countries served by Emirates. With
its thriving Moscow hub and extensive network in Russia, ABC's services in return
enable Emirates SkyCargo to effectively serve the huge demand for pharmaceutical
products from the Indian subcontinent and carry large outsize shipments such as
machinery and equipment to offline points in Russia.

7. Market segments
Air cargo, all commodities.

8. Coverage
Interline Agreements cover the co-operation between two or more airlines for the car-
riage over particular routes. Details are listed under point 5:

= billing procedures;

= handling of claims;

= arbitration in case of disagreements;
= waybills and other documents.

9. Strategic background - evaluation
Interlining provides good opportunities for air cargo carriers to expanding their net-
works without operating new services on their own, bearing full costs and full com-
mercial risk of those services. Well designed co-operations enable the partners to im-
prove capacity utilization by matching transport flows and by enlarging the number of
destinations served by a service provider.

Multilateral interlining is based on conditions that have to match the requirements of
all partners involved. These conditions laid down in the MITA may therefore reject car-
riers from joining MITA. Air cargo carriers therefore more and more conclude bilateral
interline agreements to expand in areas which are strategically important to achieving
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company objectives. Due to the high specific benefit of the partners and synergy ef-
fects, conditions may be much more attractive than MITA conditions.

Freight forwarders voice that freight interlining may have negative effects on perform-
ance quality due to possible deficiencies in interface management. They will certainly
hold the first airline responsible in case of bad performance delivery.

10.Volume of business
Unknown. Dependant from the specific agreement.
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Appendix 2. 2- 19: Antwerp Intermodal Network (AIN)

1. Involved partners:
= Lead partner: Gemeentelijk Havenbedrijf Antwerpen, Belgium
= 18 other partners, mainly terminal operators, barge operators and the like
(10xBE, 1xDE, 3xFR, 4xNL)

2. Type of partners:

Large consortium with partners from Belgium, Germany, France and The Netherlands.
The lead partner is a port development company, leading a large team of professional
transport companies, all benefiting from transport volumes generated by the port.

3. Owner relationship between the partners.
Probably none.

4. Main objectives:

Provision of port hinterland services with non-road transport modes, mainly inland wa-
terway shipping. Transport of intermodal units between the port of Antwerp and vari-
ous inland container terminals by barge or train.

5. Legal / contractual basis:

The project is partly financed by the Marco Polo Program of the European Union. The
contract with the European Commission is based on the proposal submitted for selec-
tion by the consortium. An internal contract or memorandum of understanding defin-
ing tasks and budget exists.

6. Geographical coverage
Services start and end in the port of Antwerp. Services operate in Belgium, the Neth-
erlands and Germany (Rhine only).

7. Market segments
Transport of intermodal transport units, mainly container services (intermodal).

8. Coverage
As far as it is known, the project focuses on the organizational structure of services/
the project and the marketing of services.

9. Strategic background - evaluation

The co-operation is intended to provide port hinterland services over relatively short
distances (around 100 km). The project planned to benefit from heavy road construc-
tion activities on the motorway “ring” around Antwerp in 2004 and 2005, causing
heavy road congestions in and around Antwerp, also affecting port hinterland traffic.

It is known that the project fell behind the initial modal shift target but is also far from
failing. The only rail service between Antwerp and Kéln (Germany) had to be replaced
by a shipping service for reasons not specified.
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10.Volume of business
The project initially intended to shift 865 million tkm over a period of three years.

With an estimated average transport distance of 100 km (probably less) and an aver-
age net weight of freight of 10 t/TEU, this equals to 865 000 TEU moved in three

years (roughly 290 000 TEU par year).
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Appendix 2. 2- 20: Bonamare - Bonatrans

1. Involved partners:
= Bonamare, Kdln-based company representing five independent owner master
operated ships;
= Bonatrans, company assisting Bonamare members in mid- and long-term ac-
quisition of contracts.

2. Type of partners:
= Five owner masters, leasing ships belonging to five limited partnerships where
the owner masters hold shares themselves.
= Bonamare: GmbH (limited company).
= Bonatrans Handels- und Befrachtungs-GmbH (assisting to commercial activi-
ties): GmbH (limited company).

3. Owner relationship between the partners.

For the ships: limited partnerships. shareholders are Bonamare (average: 30 %),
owner masters (between 10 and 30 %) and external shareholdesr, obviously original
investors from the 1970s (time when the ships were built).

= Bonamare: Limited company owned by a single owner.

= Bonatrans: unknown, but probably also owned by the same owner.
At the beginning of 2006, the owner relationships were modified, integrating the five
independent limited partnerships into Bonamare. The leasing contracts and the owner-
ship relations regarding the ships are not affected.

The new, more centralized structure was established to improve the rating of Bona-
mare for the raising of private funds from banks.

4. Main objectives:
= (Capitalizing on economies of scale (fuel, insurances etc.);
= sharing of economical risk of commercial activities, especially repair;
» joint acquisition of contracts.

5. Legal / contractual basis:
Bonamare owns shares in the limited partnerships. Probably contractual agreement
regarding charges to be paid to Bonamare for acquisition and back-office tasks.

6. Geographical coverage
Europe, all navigable waterways as from class Va

7. Market segments
Inland waterway transport.

Commodities: bulk goods, building materials, containers/swap bodies, hazardous ma-
terials, heavy loads, disposal transport.
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8. Coverage
See. 4: Main objectives. Also:

= common marketing;
= central control of the implementation of technical innovation, especially elec-
tronic devices, for example for the minimization of empty runs;
= joint training.
Bonatrans assists Bonamare members in the acquisition of freight. Activities are fo-
cused on mid- to long-term contracts, for example on regular container services or on
calls for tender.

9. Strategic background - evaluation

The inland waterway shipping market is to a large extent characterised by owner mas-
ter operated units fully bearing the economical risk of their ship and operations. Due
to the limited capacities of one single ship (and its owner), no strategic approach to
marketing and acquisition of contracts is possible. Most shippers hence practice a
hand-to-mouth living.

Bonamare overcomes this critical situation by establishing a shared risk community
which now survived almost 30 years and was able to cope with rising fuel prices and
heavy competition with eastern European ship owners so far. For example:

= Bonamare members bundle capacities to take over bigger and more complex
tasks;

= Bonamare members jointly carry the risk of expensive, heavy maintenance and
repairs of ships.

10.Volume of business
Overall Bonamare group:
= Five ships;
= 31 staff (on-ship and in K6ln and Duisburg).
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Appendix 2. 2- 21: CargolLine/ABX

1. Involved partners:
= CargoLine GmbH, Germany
= ABX LOGISTICS Deutschland, Germany

2. Type of partners:

= Cargoline:

o co-operation of mid-size freight forwarders with focus on consolidated
freight (LCL network);

o 43 partners, thereof 15 shareholders and 28 franchise holders
0 44 locations incl. one hub

= ABX LOGISTICS:
o transport and logistics service provider with focus on consolidated goods
o formerly 30 locations in Germany
o part of the international ABX LOGISTICS network

3. Owner relationship between the partners.
None.

CargolLine branches operated under a franchise regime or owned by shareholders.
ABX Deutschland: a 100 % subsidiary of ABX LOGISTICS worldwide.

4. Main objectives:
Merging the activities of two LCL networks. Some sources talk about a merger already.
The following objectives are pursued:

= merging transport volumes of both companies, generation of synergy effects
and economies of scales;

= improving customer relations by enlarging the network ;

= optimization of two competitive networks with formerly 74 locations in total.

5. Legal / contractual basis:
Co-operation agreement signed by both companies in January 2006. CargolLine opens
it network to ABX, creating a single network and merging freight flows.

Franchise agreements were signed in January 2006 for the integration of six ABX loca-
tions into the CargoLine network. ABX is the franchise holder for these six locations
with the same rights and obligations as other franchise holders. Only these six ABX lo-
cation will remain. Other branches will be bought by CargoLine partners, sold other-
wise or closed.

The agreed locations will become part of the CargoLine organization. Integration has
to be negotiated with individual CargoLine partners.

6. Geographical coverage
Germany
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7. Market segments
National consolidated cargo (Germany)

8. Coverage

CargolLine is opening its network to ABX LOGISTICS. Six ABX branches will be fully in-
tegrated into the CargolLine network. CargoLine quality standards and product range
will be implemented.

ABX gives up its own network in Germany but gains a reliable partner in its interna-
tional network. Both the European CargolLine network and the European and interna-
tional network of ABX LOGISTICS will not be affected by the co-operation.

9. Strategic background - evaluation

ABX Deutschland was in deficit for a several years already. ABX Deutschland is the
successor of the former LCL branch of Deutsche Bundesbahn, now Deutsche Bahn AG.
Selling ABX Deutschland proved to be impossible for some time.

Compared to selling ABX Deutschland, ABX does not have to give up its business in
the most important European market. Now ABX has got a reliable partner.

CargoLine improves its network and largely benefits from increased transport vol-
umes.

Three questions remain open for the time being:

= Do ABX customers accept the deal?
= Will CargoLine be able to manage the increase in volume?
=  Will ABX Worldwide agree with the deal?

10.Volume of business

= Cargoline:
o Consignments: 6 million (intra-German consignments only)
o Trucks: 2 748 (2004)
o Turnover: 891 M€ (2004)

= ABX LOGISTICS:
o Consignments: 5 million (intra-German consignments only)
o Turnover: 700 M€ of which 300 M€ correspond to domestic road

services
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Appendix 2. 2- 22: China Cargo Alliance (CCA)

1. Involved partners:

113 members: 67 ‘International’ forwarders operating in 52 countries and 46 Chinese
Class-A or NVOCC forwarders operating in all ports of China with about 90 offices.
Apart from China, usually only one freight forwarder per country is allowed. Freight
forwarders from abroad shall not whish to set up own offices in China.

Founding members in 1999: Daniel Wong (Chinese freight forwarder), Christos Spyrou
(Spyrou Air Exelixi SA, Greece / Balkans), Stephan Haltmayer (Quick Cargo Service
GmbH, Germany)

2. Type of partners:

Medium-sized freight forwarding companies being able to provide the full range of
forwarding services in their home country. Most trade covered by CCA members is
maritime based (approx. 80 %).

3. Owner relationship between the partners.

CCA members pay an annual membership fee of 3 000 $ to the organization. CCA in
return provides a range of services to their members with a focus on networking,
analysis, information provision etc.

No owner relationship exists between the various partners.

4. Main objectives:

CCA members from China seek to co-operate with freight forwarding companies from
abroad. CCA provides the Chinese forwarding industry with an network of international
freight forwarders who not only handle their export shipments, but who allow to de-
velop international business all over the world.

The main objectives of international partners are access to the Chinese market at re-
duced risk. Chinese partner companies provide a good knowledge of the Chinese mar-
ket or of at least their port or region. They are able to provide the full range of ser-
vices in China, extending the facilities of non-Chinese forwarders not having the ca-
pacities or not whishing to set-up own offices and networks in China themselves.

CCA enables their members to compete with large multinational forwarders by having
a reliable international forwarding network and thereby providing good services at
competitive prices.

5. Legal / contractual basis:

The alliance claims to be neutral. All their members are free to trade their services
with other alliance members. Furthermore, member agents are free to conduct busi-
ness wherever and with whomever they choose.

CCA members agree on a kind of code of conduct which covers the following points:

= independency from exclusive agreement between any international and any
Chinese forwarder;
= fairness and reliability in trading;
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= adherence to strict confidentiality regarding all business relations;
= adherence to all contractual agreements.
Contracts are agreed on a case-by-case basis.

6. Geographical coverage
= China: all major ports and cities closed to the coast. Less than five branches in
the Chinese hinterland.
= Worldwide: south Asian coast range (Indian Ocean), Europe, USA, Australia
(South East), South America (west coast)

7. Market segments
All market segments.

8. Coverage

China is a new market unknown to many international trading companies. The freshly
deregulated transport market provides many opportunities to Chinese and foreign
companies but also holds many risks. A reliable network of local players and interna-
tional players therefore provides a solid basis for new contacts and contracts. The first
of both are claimed being indispensable to successful trading in China.

The S.A.F.E. (Security-Alliance-Fund-Engagement) is a CCA protection program which
will cushion outstanding amounts of Members that go out of business to agreed limits.
As reported in early 2005, this fund had not yet to be activated.

9. Strategic background - evaluation

CCA provides a platform for the establishment of new trading relations. Members
commit themselves only to the adherence to the “code of conduct” which itself may
serve as a quality criterion in the future. They retain their full independence and flexi-
bility. Both are essential to SME in a very competitive market.

CCA membership paves the way to new partners and businesses and provides a safe
framework for businesses in a market new to most partners.

The success of CCA lead to the launch of the China Worldwide Cargo Alliance (CWWA)
organized under the same roof and following the same principles. The CWWA intends
to attract air cargo forwarders which are not well represented in the CCA. The organ-
izers expect a significant share of forwarders becoming member in both organizations.
However, many partners will stick to only one membership.

10.Volume of business
Unknown. Volumes are agreed on a bilateral basis. All partners seem to frequently use
the network.
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Appendix 2. 2- 23: City Logistics (Example: Bremen)

1. Involved partners:

= 1991: Start-up of cooperation with six partners, located in the Freight Village
(FV) of Bremen

= 1994: Foundation of “City-Logistics Ltd”

= 1995: 9 partners (shareholders): Fiege, GVZ-E (Freight Village development
company), Hellmann, Henschen, Honselmann, Kogge, Kihne & Nagel, SGL,
Terratrans.

= 2000: FV forwarding agencies leave the “City-Logistics Ltd”

= 2002: Restart of City-Logistic within the framework of EU project “VIVALDI”
(VIsionary and Vibrant Actions through Local transport Demonstration Initia-
tives)

2. Type of partners:
Except for GVZ-E all shareholders listed above are Europe-wide shippers or even
global players, offering all kinds of logistic services, mainly based on road transport.

3. Owner relationship between the partners.
unknown

4. Main objectives:
On the basis of Freight Village Bremen as a

= common location of the shareholders,

= |ogistic consolidation area,

= gateway between long and short distance goods traffic
the main idea of City Logistics was to coordinate the road distribution of groupage
freight amongst the shareholders on common destinations for

= dedicated customers,
= the city of Bremen,
= dedicated districts in town,
= regional destinations and
= the harbor of Bremen
in order to

= improve the trucks’ load factor on distribution tours or

= reduce the necessary number of trucks for goods distribution respectively,

= offer additional services (e.g. warehousing for retail companies)

= release delivery problems (e.g. ramp waiting time) in customers’ and/or urban
areas,

= reduce the traffic load especially in the city.
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5. Legal / contractual basis:
see point 1 and figure beneath.
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Source: ISL, Bremen

6. Geographical coverage
Market segments see point 4.

7. Market segments
Mainly groupage freight

8. Coverage
see point 4

9. Strategic background - evaluation
This is a good example for rise and fall of many City-Logistics projects in Europe. The
main reasons for the failure of this kind of co-operation are:

Reducing City-Logistics performance to mere transport in practice, implicating a
strong interdependency between project success and transport price (which is
always a problem in the implementation phase of a new product). Profit contri-
butions from other services are not available;

Missing vertical cooperation (with customers);

Profitable services are done by single shareholders, “problem services” are
handed over to the cooperation,

Requested minimum volume not available or strong volume fluctuation;
Domination of single interests (of single partners);

Problems with allocating transaction costs;

Necessity to lay open internal data to the partners (e.g. purchasing prices, cus-
tomer contacts, cost structures);

Focus on short term profitability (*long breath” required).

7‘ HaCon Appendix 2.2 Page 148 of 210



i
A Contract N° 513504 )
= _,-' Business Model for international Co-operation e
On the other hand “success factors” can be described as follows:
= Neutral and competent moderator available;
= Active marketing and product image building;
= Start-up financing by public authorities;
= Use of existing structures within start-up phase possible;
= Offering of a variety of services;
= Implementation of new business areas;
= Local nearness of the cooperation partners.
10.Volume of business
1994 1995 1996 1997 1998 1999
volume [t/a] 4.400 13.700 15.100 14.900 14.000 10.000
used trucks 6 9 12 17 11 8

Data source: ISL, Bremen

current volumes: unknown
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Appendix 2. 2- 24: ColLog

1. Involved partners:
= Goller Internationale Spedition GmbH, Himmelkron
= Spedition Murrmann GmbH, Kulmbach
= Soéllner Logistics GmbH & Co. KGg, Tettau
= Spedition Steinbach GmbH & Co. KG, Bayreuth
= Spedition Vogel KG, Thurnau
= Wedlich-Service-Gruppe GmbH & Co. KG, Bayreuth

2. Type of partners:

Independent freight forwarders, medium-sized enterprises, with a total of 600 staff,
more than 500 road tractor units, more than 120 00 m2 storage and warehousing fa-
cilities.

3. Owner relationship between the partners.
None, as far as known.

4. Main objectives:

Six partners from the freight forwarding business jointly funded CoLog AG (plc.) in
2005 to provide mainly the regional supply industry with a competent partner in con-
tract logistics. CoLog is intended to provide qualified services in the fields of intralogis-
tics and transport logistics, being a close link between shippers and freight forwarders.

ColLog provides the following services:

= information about logistics systems;

= elaboration of strategies for controlling and managing internal and external
flows of material;

= evaluation of services and costs to make transparent the benefits of a co-
operation with Colog;

= planning of the implementation of strategies;

= control of the day-to-day logistics business.

5. Legal / contractual basis:
Public limited company (plc), the six partners holding equal shares.

6. Geographical coverage
Focus on Franken (Franconia) in Central Germany, activities and partner companies all
across Europe.

7. Market segments
= consulting,
= analyses and strategies,
= all kinds of warehousing and distribution logistics,
= procurement and disposal logistics,
= print- and media logistics,
= automotive, glass and beverage logistics,
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= relocation/removal and furniture transport,

= export/import air, shipping and rail transport services,
= general goods for national and international shipping,
= European land-bound transport services.

8. Coverage

See points 4. (Main objectives) and 7. (Market segments). CoLog bundles existing
know-how of the partners and provides one face to the customers as regards complex
tasks and contracts.

Consulting services and related tasks seem to be a new field in the partner’s portfolio.
ColLog mainly wants to pursue those companies to outsource their logistics manage-
ment remaining to be sceptical towards the large and very large logistics providers.

9. Strategic background - evaluation

ColLog partners intent to increase their share of added value in the logistic chains. The
Colog philosophy is “together we are stronger”. CoLog provides a one face to the cus-
tomer in terms of logistics. The individual partners to a large extent remain the exe-
cuting companies behind the scenes.

CoLog emphasizes that it has the competences and qualifications of a group but will
remain part of the “"Mittelstand”, the medium-sized companies.

10.Volume of business
More than 75 M€ annual turnover of all partners in 2004.
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Appendix 2. 2- 25: Deep freeze food logistics

1. Involved partners:
= apetito (manufacturer of deep-freeze menus)
= Conditorei Coppenrath & Wiese (manufacturer of deep-freeze bakery products)
= Roncadin (manufacturer of ice cream)
= Overnight Tiefkihl-Service GmbH

2. Type of partners:
= Three manufacturers of deep-freeze food (see above)
= One logistics provider specialized in handling and transporting refrigerated food
(Overnight Tiefkihl-Service GmbH)

3. Owner relationship between the partners.
Overnight Tiefkahl-Service GmbH is a 100 % subsidiary of Conditorei Coppenrath &
Wiese GmbH & Co. KG, Osnabriick, Germany.

4. Main objectives:

Optimization of the logistic chains of several manufacturers with almost identical logis-
tics requirements in the food sector such as storage and almost identical trading part-
ners.

The delivery of food to the trading partners (mostly retailers) is optimized by the con-
centration of flows and the optimization of capacity utilization. Synergy effects and
economies of scales may be achieved such as the increase of capacity utilization (lor-
ries).

5. Legal / contractual basis:
Unknown so far.

6. Geographical coverage
Frequency of delivery:

= Germany: twice a week nationwide, direct service to all partners
= Benelux: three times per week per region

= Great Britain: daily service

= South of Europe: one to two times per week

= East of Europe: one to two times per week.

7. Market segments
Deep-freeze food products

8. Coverage
Joint use of central storage and distribution facilities (hub) including the following
processes:

= order acceptance;
= storage;
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= packaging;
= transport.
Common procurement: package material, electricity, cols storage garments etc.

9. Strategic background - evaluation

Three food manufacturers took the initiative to optimize the performance of their dis-
tribution systems at minimum costs. Due to the similar requirements for storage and
transport, one single system is able to meet all requirements.

A further advantage of the co-operation is that customers of all manufacturers are

also almost identical. The variability of storage and transport demand of the partners
are highly complementary.

10.Volume of business
Unknown
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Appendix 2. 2- 26: eWit
eWit = Web-based Intermodal and Inland Waterway Transport Training for Europe

1. Involved partners:
= via donau (Project Coordinator)
= Babbage Institute for knowledge and Information Technology (BIKIT)
= British Waterways
= Bureau Voorlichting Binnenvaart
= European Federation of Inland Ports (EFIP)
= European Intermodal Association (EIA)
= Fachhochschule Steyr
= Imagination Computer Services GmbH
= TINA Vienna - Transport Strategies GmbH
Further 12 partners from all over Europe have testing and advisory functions

2. Type of partners:

Three partners are public or semi-public (1/3/4) companies with a strong focus on
inland waterway transport (IWT). Two partners are associations of the IWT sector
(5/6), four partners are private commercial enterprises providing consulting and tech-
nical support.

3. Owner relationship between the partners.
None

4. Main objectives:
The project pursues three main objectives:

= Provision of a consolidated source of information about intermodal inland wa-
terway transport (IWT);
= Provision of modern and attractive learning tools in the sector of logistics edu-
cation and training on Intermodal IWT;
= Increase of awareness for Intermodal IWT in the European logistics sector.
In order to improve the use of multimedia technologies in education on Inland Water-
way Transport (IWT), eWIT has implemented a new web-based approach for logistics
training. Web-based applications have been developed which will provide European
trainers and learners with up-to-date training methods and content on intermodal
IWT. The tool shall replace current methods and content which is mostly reduced to a
few outdated technical and nautical issues. Instead, eWIT provides users of the new
platform with information displayed in several formats: text, graphs, audio and video
animation.

5. Legal / contractual basis:

The project is partly financed by the Marco Polo Programme of the European Union.
The contract with the European Commission is based on the proposal submitted for
selection by the consortium. An internal contract or memorandum of understanding
defining tasks and budget will probably exist.
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6. Geographical coverage

The project covers the transport mode inland waterway shipping and its intermodal in-
terfaces with other transport modes. It is intended to foster knowledge about the IWT
sector as a whole with a special focus on intermodal transport. The river Danube
serves as an example in the application and stands for any inland waterway in Europe.

7. Market segments
All market segments except for express services. All modes, focus on inland waterway
transport. Truly intermodal approach.

8. Coverage

Training covers all aspects of inland waterway transport: waterways, inland vessels,
ports & terminals, information services, market & information, intermodal inland wa-
terway shipping, policy & law.

9. Strategic background - evaluation

The project started with the assumption that insufficient knowledge about the inland
waterway sector, the opportunities it provides, the technologies which are available
etc. hinders the market from prospering. As IWT provides many opportunities in in-
termodal transport chains (e.g. port hinterland transport), a strong focus has to be on
intermodal interfaces with other transport modes. eWIT therefore needs to be re-
garded as a promotion project with positive long-term effects for the IWT sector.

Project completed in February 2006. Public access as from June 2006. The eWIT plat-
form will be maintained and updated by via donau. Follow-up projects are planned in
mid-term to enhance the tool. Mainly the integration of further corridors is envisaged.

10.Volume of business
= Overall budget: 720 00 EUR
= Marco Polo funding: 361 000 EUR
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Appendix 2. 2- 27: On road network Sweden

1. Involved partners:
= AA-Bolagen (Vara)
= Ekdahls Rkeri (Malmo)
= Ljungby Fjarrtransport (Ljungby)
= LBC Frakt I Varmland (Karlstad)
= Alltransport (Norrképing)
» Narkefrakt (Orebro)
= Gavleborgs Transprot service (Gavle)
= Vestberga Rkeri (Stockholm)
» Skellefted Lastbilsstation (Skellefed)
= Freight forwarder Kihne + Nagel AB, Sweden

2. Type of partners:
Ten road transport operators and road transport co-operatives with more than 600
lorries all together.

Freight forwarder Kihne + Nagel AB, Sweden, as lead partner of the co-operation
without own trucking capacities.

3. Owner relationship between the partners.

Road transport operators are independent. Some companies are jointly organized in
co-operatives. No relationship between Kiihne + Nagel and the road transport opera-
tors.

4. Main objectives:
Implementation of a road transport network, being a true alternative to the three
dominating service providers controlling 95 % of the road transport market:

= DHL (formerly ASG)

= Bilspedition (Schenker)

= Fraktarna (DFDS)
The initiative was taken by Kihne + Nagel in 2005, also relying on the services of the
incumbent operators.

5. Legal / contractual basis:

The co-operation comprises nine partners with equal rights, including Kilhne + Nagel.
Two operators are member of On Road but are not financially involved in the co-
operation.

6. Geographical coverage

Mainly Sweden. The new network is built up of partners operating national long-
distance services. The network serves 19 hubs spread across Sweden. Partners con-
tinue to provide local and regional services.

7. Market segments
Not specified. Obviously focus on general cargo. Special services unknown.
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8. Coverage

On Road is the selling brand of the joint activities of all On Road members. On Road
provides a portal for booking, billing, tracking and tracing. Common IT standards are
high, capacity and opening hours have to meet On Road standards.

9. Strategic background - evaluation

On Road is the new brand in Sweden for road transport services. The brand bundles
the joint activities of the partners, facing strong competitors dominating the Swedish
market so far. There is indication that undertakings operating on behalf of the incum-
bent companies as well as customers were not satisfied with the incumbents.

The initiative was by Kihne + Nagel (K+N), international freight forwarder, not pos-
sessing own vehicle resources to provide services in Sweden. This caused a high de-
pendency on the incumbent service providers. The new co-operation does not actually
allow K+N to control the business. But On Road partners probably very much welcome
transport volumes generated by freight forwarder K+N.

On Road strives to becoming no. 3 on the Swedish market.

10.Volume of business
Commercial data are kept secret.
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Appendix 2. 2- 28: Star Alliance

1. Involved partners:
Founding Members (1997):

= Air Canada (Canada)
= Lufthansa (Germany)
= SAS Scandinavian Airlines (Danmark, Norway, Sweden)
= Thai Airways International (Thailand)
= United Airlines (USA)
Other Members:

= Air New Zealand (New Zealand, joined in 1997)
= All Nippon Airways (Japan, 1999)

= Asiana Airlines (South Korea, 2003)

= Austrian Airlines Group (Austria, 2000)

= Bmi (United Kingdom, 2000)

= LOT (Poland, 2003)

= Singapore Airlines (Singapore, 2000)

= South African Airways (South-Africa, 2006)

= Spanair (Spain, 2003)

= Swiss International Air Lines (Switzerland, 2006)
= TAP Portugal (Portugal, 2005)

= US Airways (USA, 2004)

=  VARIG (Brazil, 1997)

2. Type of partners:
Passenger airlines (carriers) of various sizes. Austrian Airlines joined the alliance as a
group comprising the carriers Austrian, Austrian Arrows and Lauda Air.

3. Owner relationship between the partners.
Owner relationships exist in some cases:

= Swiss International Air Lines is a 49% subsidiary of Lufthansa which will be
transferred into a 100% ownership as soon as possible.
= The SAS-Group own 49% of Spanish carrier Spanair.

4. Main objectives:
The Star Alliance is the first close alliance in the airline sector, funded in 1997. The
main objectives are:

= extending the services offered to the customers by each carrier by linking the
partner networks and services;

= usage of synergy effects at service and operational level;

= fostering innovation and setting of industry standards;

= capitalizing on economies of scale and alliance bargaining power.

5. Legal / contractual basis:
Contractual.
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6. Geographical coverage
842 destinations in 152 countries. The 18 alliance members originate from 18 different
countries.

7. Market segments
National and international air passenger services and related added value services.

8. Coverage
Joint commercial and operational activities:

= co-ordination of flight schedules to permit almost seamless travel which may
include several different carriers within the alliance, on a single ticket;

= co-ordination of related services such as baggage handling to reduce transfer
times between flights;

= harmonization of customer service processes to promote a consistent experi-
ence by passengers;

= co-operation in the development of a common information technology plat-
form;

= joint acquisition of service rights for flight routes;

= joint acquisition of slots;

= joint purchasing or leasing of aircrafts;

= joint purchasing of spare parts for aircrafts.

Joint marketing activities:

= integration of individual frequent flyer programs;

= offering of extended services to frequent flyers under the labels “Star Alliance
Silver” and “Gold”;

= joint marketing of special products or bargains such as the “Around-the-World
Ticket”.

9. Strategic background - evaluation

Alliances in the airline sector are partly driven by the nationally oriented legal frame-
works of the sector. For example, bi-lateral agreements between two states (open-sky
agreements) may restrict services between the two states to services offered by carri-
ers originating from either country thus excluding foreign carriers. Co-operations may
at least partially overcome these limitations.

The Star Alliance is the first and still biggest alliance in the passenger aviation sector.
It is heavily based on the co-operation of partners of whom only one originates from
each participating country.

One of the most apparent benefits of the co-operation is the one-face-to the-customer
aspect, allowing each of the alliance partners to sell almost worldwide services. This
process is supported by activities such as code sharing.

The European Commission feared that the alliance’ activities might be the first ap-
proach towards a universal merger of air carriers. It has proven so far that this devel-
opment is not pursued by the alliance members.
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Computer reservation systems (CRS) and competition

In Global Distribution Systems, such as Amadeus, Galileo, Worldspan, or Sabre, the
practice of code sharing (see below) results in the same flight details, except for
the flight number. Where at least one alliance member (or code sharing partner)
provides good services (in general: direct and hence shortest service), these ser-
vices are displayed on computer screens excessively forcing other airlines flights to
be displayed on following pages where they may be missed by passengers search-
ing for required flights.

10.Volume of business
Services: almost 16 930 flights to 842 destinations in 152 countries daily. The alliance
operate 2 832 aircrafts which carry 390 M passengers per year.
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Appendix 2. 2- 29: System Alliance

1. Involved partners:
System Alliance GmbH (ltd.), Niederaula, Germany, owned by 14 mid-size logistics
service providers:

= Birkart Systemverkehre, Aschaffenburg
= Cordes & Simon, Hagen

= Cretschmar, Dusseldorf

= Wilhelm Diehl, Esslingen

= Elsen, Wittlich

= Hellmann Worldwide Logistics, Osnabrick
= Honold, Neu-Ulm

= IHG Logistics, Unna

= G. L. Kayser, Mainz

= Militzer & Minch, Hof

= Streck, Loérrach

= Transit Transport Flensburg, Flensburg
= Zufall, Géttingen

Three further co-operation partners;

= Kunze, Karlsruhe
= Lehnkering, Mannheim
=  Werndl, Minchen

2. Type of partners:
Mid-size logistics service providers. Most partners are active in the logistics sector be-
yond the System Alliance activities.

3. Owner relationship between the partners.
None, as far as known. IHG Logistics has recently been bought by Rhenus AG & Co,
KG (Rethmann Group), Germany.

4. Main objectives:

Opening up of new markets beyond regional activities: Provision of nation-wide trans-
port and logistics services for consolidated cargo (packaged and palletised goods).
European services via the European co-operation platform SystemPlus (System Alli-
ance being the German shareholder).

By the end of 2001 a refrigerated cargo service was established by the group.

5. Legal / contractual basis:
Co-operation agreement. No further details known.

6. Geographical coverage
Germany, Europe via the SystemPlus co-operation.
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7. Market segments
Consolidated goods (packaged and palletized).

8. Coverage
= Collection and distribution of consolidated cargo;
= procurement logistics;
= quality management;
= marketing;
= information technology/common IT platform;
= transport and system planning;
= hub organization;
»= accounting and clearing house.
Three internal working groups:
= marketing and sales;
= organization and quality;
= clearing rates.

9. Strategic background - evaluation

Regionally based logistics providers, often having evolved from road hauliers, are
seeking chances to compete with internationally operating logistics service providers.
The establishing of co-operation networks is therefore an appropriate means of ex-
tending the portfolio (here: geographical coverage).

Partners in co-operation networks may hence cultivate their regional competence
while expanding their business within the network.

10.Volume of business
= 1 central hub (Niederaula)
= 39 locations
= turnaround of 5,2 bn EUR
= 8,5 m national consignments
= 2,4 m tons lifted goods
= 6 000 vehicles in operation
= 10 000 staff
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Appendix 2. 2- 30: The New World Alliance

1. Involved partners:
= APL Limited (American President Lines)
= Hyundai Merchant Marine (HMM)
= Mitsui OSK. Lines (MOL)

2. Type of partners:
= Shipping companies, APL and HMM container shipping only.
= APL is subsidiary of the Singapore-based NOL group (bought in 1997).
= HMM is a joint-stock company shares being well spread among share holders.
= MOL is a subsidiary of the Japan-based MOL group.

3. Owner relationship between the partners.
None.

4. Main objectives:
= Broaden the global coverage of service networks;
= increase service frequencies;
= improving service quality for customers/ better responding to customers
needs;
* increasing economical efficiency.

5. Legal / contractual basis:
The current co-operation agreement dates from September 2005 and is valid until
2012. Further details unknown.

6. Geographical coverage
Major East-West container trade lines: Trans-Pacific, Trans-Atlantic, and Asia-Europe.

7. Market segments
Worldwide container shipping.

8. Coverage
= Co-ordination of schedules;
= co-ordination of ports/terminals served;
= sharing of vessel capacity.

9. Strategic background - evaluation
The co-operating companies seek better market penetration without expanding own
services, a practice which is also well known in the aviation sector. Partners seek to
benefit from co-ordinated networks and schedules.

The partners also capitalize on their high joint market power when negotiation port
charges, transshipment charges etc.
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Apart from The New World Alliance, two other alliances (Grand Alliance, CYKH Group)

were created to better withstand competition from four leading companies Maersk
Line, Evergreen Marine, MSC and CMA-CGM.

10.Volume of business
The partners:

= serve more than 40 ports;
= operate of more than 100 container ships.
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Appendix 2. 3:

Overview about TRENITALIA Business Models
Including detailed descriptions of each co-operation

TREND workpackage B6 Working Paper

Actual company structure:

Under the date of June, 13, 2006, Trenitalia S.p.A. has a Board of Directors composed
by five members. The legal representatives of the Company are the Chairman and the
Managing Director, the latter within and with the limits of powers given to himself by
the Board of Directors.

The Company is structured as follows (see the following organigramme):

Passengers domestic and international Direction, Passengers Regional
Traffic Direction, High Speed Direction.

They are respectively responsible of the services on medium and long distances
(Eurostar Italia trains, Intercity, Espress trains, Night), of wurban, suburban,
regional interregional and high speed services.

Industrial Planning Direction, that is responsible for the annual and plurian-
nual planning of the production resources and of the passengers business.
Passengers Care and Commercial Directions.

General Logistics Operative Direction, responsible for freight traffic.

In addition there is a number of staff structures (see the following organi-
gramme)
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Foma
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E ORGANIZZAZIONE
Roma

Luciane CARBONE
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Roberto TESTORE (interim)
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Gian Luca ERBACCI
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Relationship to the holding:

Trenitalia S.p.A. is a Company with a sole partner, subject to direction and coordina-
tion of Ferrovie dello Stato S.p.A.

Subsidiaries:

Under the date of June, 13, 2006, Trenitalia directly participates in twenty-eight com-
panies, having controlling interest in five of them. Moreover Trenitalia has an indirect
control of other eight companies through its controlled company FS Cargo S.p.A:,
which owns seventeen participations.

It has also to be pointed out that Trenitalia indirectly participates in many other com-
panies through its subsidiaries.

(see the following organigramme)
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Trenitalia is owned 100% by Ferrovie dello Stato S.p.a.

Cooperations (Overview/Tables):

See following sections
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Appendix 2. 3- 1: Hannibal

1. Involved partners:
= Sogemar (Italy)
= Trenitalia SpA (Italy)

2. Type of partners:
= Sogemar Spa, is a global logistic company, subsidiary of Contship Italia Group;
= Trenitalia is a leading Railway Undertaking in Italy.

3. Owner relationship between the partners.
Sogemar (Contship Group) 50%, Trenitalia 50%.

4. Main objectives:

Hannibal is MTO operator. It is active in organizing, managing and commercializing lo-
gistics services focused on intermodal technique to and from Contship Italia terminals
located in Italian seaports of Gioia Tauro, La Spezia, Livorno, Ravenna.

Hannibal offers to the ship owners many routes, on the basis of an efficient handling in
their Contship terminas and efficient containers delivering on the land by Trenitalia
Logistica.

Hannibal offer is very competitive in the transit time of the goods coming from Far
East and to centre Europe, with a reduction from 22 days to 14 days, on the route
through Gioa Tauro instead through Rotterdam.

5. Legal / contractual basis:
Joint venture.

6. Geographical coverage
Italy, Germany, Switzerland, Austria.

7. Market segments
International intermodal development to assure to their customers available and fast
service from South to Centre Europe.

8. Coverage
Melzo-Mannheim, Padova-Villach.

9. Strategic background - evaluation

This is a typical commercial collaboration in the CT market. This allows to share all the
costs (and benefits) of the commercialized trains and to extend the CT network of
each partner by offering much more CT relations by relying on the expertise of its
commercial partners.
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10.Volume of business
10 Thousand of TEU’s in 2005

With the new logistic model Hannibal expect to increase its traffic in volume by
100.000 TEU's in the next years.
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Appendix 2. 3- 2: TX Logistik

1. Involved partners:
= Trenitalia (Italy)
= TX Logistik (Germany)

2. Type of partners:
Transport and logistics companies

3. Owner relationship between the partners.
Trenitalia 51%,

4. Main objectives:

The majority acquisition puts Trenitalia Logistica in the position to offer its customers
out of one hand railway services, not only in Italy but, by TX, also in Germany, Aus-
tria, Switzerland and Sweden. In the next development steps is planned that TX will
also start activities in Netherlands, Belgium and France.

Trenitalia is the only railway company offering in Italy a nationwide service not only in
the North and Trenitalia is the only railway company with a nationwide single wagon
distribution network. In combination with TX and also some of the traditional Trenitalia
railway partners Trenitalia offers to its customers not only nationwide but also Euro-
pean service on a very high quality level.

In western Europe Trenitalia plans, in addition to the current partnership agreements,
to offer by its subsidiary TX new high quality services providing an attractive alterna-
tive for growing current road traffic flows.

5. Legal / contractual
basis:

Subsidiary Company owned
51 % by Trenitalia.

6. Geographical cover-
age

Italy, Germany, Scandina-
via, Netherlands, Belgium
(See map).

7. Market segments
Intermodal, sea container,
conventional rail goods traf-
fic, produced vehicles distri-
bution.
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8. Coverage
Licence Obtained:

=  Germany

= Switzerland
= Austria

= Sweden

9. Strategic background - evaluation

TX Logistik AG design and operates complex transport chains. We connect essential
performance components such as company-owned rolling stock, quality locomotives
drivers, procurements of tracks and power, integration of port and terminal operation
to one complete and transparent performance chain.

10.Volume of business

= Total turnover 70 m €

= Of which Domestic:

= Commercial forwarding and trucking 44% (11 m €)

= Railway 14 %(3,4l m €)

= Interplant traffic 42 % (10,7l m €)
The development over the last years shows that the most important growth potential
will be in the combined transport.
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Appendix 2. 3- 3: POL-Rail S.r.l.

1. Involved partners:
= TI/ FS Cargo (Italy),
= Trade Trans (Austria).
= PKP (Poland),
= KTF Viafer S.A. (Italy)

2. Type of partners:
= Trenitalia (Italy): Railway Undertaking
= FS Cargo: sub-holding of Trenitalia
= Trade Trans (Austria): The company consists of several, independently man-
aged forwarding and logistics companies. The emphasis is on rail transport.
= PKP (Poland): Polish Railways, Railway Undertaking
= KTF Viafer S.A. (Italy): organisation of freight rail transport

3. Owner relationship between the partners.
Share: 50% Trenitalia-FS Cargo / 25% Trade Trans / 21,77% PKP / 3,23% KTF Viafer
S.A.

4. Main objectives:

Pol-Rail is the ideal partner for all companies operating within the Eastern European
area. Its business is rail freight transport for any kind of merchandise on any type of
route.

Thanks to its structural and partnership network, Pol-Rail can offer an impressive
range of integrated logistics services to its customers, both in the industrial sector and
among international shipping companies.

5. Legal / contractual basis:
Limited company.

6. Geographical coverage
Poland, Hungary, Romania, Czech Republic, Russia.

7. Market segments
MTOs in the sector of rail freight transport to and from Eastern Europe.

Offer of complete transport management services.

8. Coverage
Romania Balcanik Area 31%, Czech and Slovakia Republic 8%, Poland 26 % Hungary,
Ukraine 35%

9. Strategic background - evaluation

Pol-Rail S.r.l. is a structure set up by the Italian Railways (Ferrovie Italiane FS) and
the Polish Railways (PKP) to develop rail freight traffic between the two countries and,
more in general, within Eastern Europe.
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The initiative aims to create new routes to provide an alternative for the flows of traf-
fic currently gravitating on other modes of carriage.

10.Volume of business
The customer Portfolio of Pol-Rail is quite concentrated: 20 big customers represent
almost 70% of the global turnover.

Year 2005:
= Turnover: 50,5 min of euros;
= Net Revenue: 753.241 euros;
=  Volumes: 1,75 mln of ton;
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Appendix 2. 3- 4: SIDEUROPA S.r.l

1. Involved partners:
= Trenitalia (Italy)
= SNCF (France)

2. Type of partners:
Both are Railway Undertakings

3. Owner relationship between the partners.
Trenitalia 50%, SNCF 50%

4. Main objectives:

To develop rail traffic of iron and steel products between Italy and France by an inte-

grated logistic offer “door to door”.

5. Legal / contractual basis:
Limited company.

6. Geographical coverage
Italy, France.

7. Market segments
Iron and steel products.

8. Coverage
see above

9. Strategic background - evaluation
Not applicable.

10.Volume of business

The company has a portfolio of 50 customers and handles about 300.000 tons per

year.
Year 2005:
= Turnover: 15,6 m euros;
= Net Revenue: 128.270 euros;
= Volumes: 300.000 tons
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Appendix 2. 3- 5: EAST rail S.r.l

1. Involved partners:
= Hungarian Railways (Hungary)
= Trenitalia (Italy)
= “Tommaso Prioglio S.p.A.” (Italy)

2. Type of partners:
= Hungarian Railways and Trenitalia are Railway Undertakings
= “Tommaso Prioglio S.p.A.” is a Logistic Operator.

3. Owner relationship between the partners.
Hungarian Railways (32%), Trenitalia (32%), “Tommaso Prioglio S.p.A.” (36%).

4. Main objectives:
The Company was founded with the main objective do develop freight traffic mainly on
rail between Italiy and Balkanian countries.

5. Legal / contractual basis:
Limited company.

6. Geographical coverage
Italy, Hungary, Balkan countries.

7. Market segments
Conventional and combined transport services.

8. Coverage
see main objectives

9. Strategic background - evaluation
A lack of efficient rail freight offer in the East Centre Europe Countries.

10.Volume of business

Year 2003
= Total Revenue: 2,4 mln euro
= |osses: -123.076 euro
= Volumes: 118.413 ton
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Appendix 2. 3- 6: East Gate Express

1. Involved partners:
= Trenitalia (Italy)
= SZ Freight (Slovenia)

2. Type of partners:
Both are Railway Undertakings.

3. Owner relationship between the partners.
Not applicable.

4. Main objectives:
The East Gate Express product results from successful cooperation between TI and the
Slovenian railways.

East Gate Express is a new integrated rail service offering rapid and flexible solution
for the transport of freight between Milan, Ljubljana Balkan & Eastern Countries linked
with Corridor V and X. The train takes just 15 hours to cover the distance between Mi-
lan and Ljubljana without stop and 48 hours for East.

5. Legal / contractual basis:
Marketing/Sales Co-operation.

6. Geographical coverage
Balkan & Eastern Countries (see map below).
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7. Market segments
Conventional transport services.

8. Coverage
see above

9. Strategic background - evaluation
A lack of efficient rail freight offer in the East Centre Europe Countries.

10.Volume of business
100.000 tons per year
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Appendix 2. 3- 7: East-West Rail Shuttle

1. Involved partners:
= Trenitalia,
= S7 Freight

2. Type of partners:
Both are Railway Undertakings.

3. Owner relationship between the partners.
Not applicable

4. Main objectives:
= Guaranteed and considerably shorter transportation time
= Reliability and regularity of transport
= Road time monitoring and supervision of consignment
= Simple ordering of services
= Shorter wagon turn-round times.

5. Legal / contractual basis:
Marketing/Sales Co-operation.

6. Geographical coverage
Italy, Slovenia, Balkan & Eastern Countries (See below).

Hungary
A Romania
Croatia Sethia
and
Basnia Muontenegro
and

Herzegavina
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7. Market segments
conventional and combined transport services

8. Coverage
see below

9. Strategic background - evaluation

The new East-West Rail Shuttle (EWRS) product results from successful co-operation
berween Trenitalia, and Slovenian Railways. EWRS ensures, from Tuesday to Satur-
day, reliable and fast direct daily connection between Slovenia and Italy. It runs be-
tween the Ljubliana Zalog and Bologna San Donato terminals.

It covers a route of about 400 km without any intermediate stops in a little more than
ten hours. The 550 metres long train can carry 1.000 tons of freight at a time. For
transportation of wagon consignment EWRS offers customers conventional and com-
bined transport services. Antennas are foreseen in the Slovenian and Italian territory.
EWRS is connected to the network of international train running towards the East and
the South-East Europe, while the Bologna terminal provide the distribution of con-
signment throughout Italy.

10.Volume of business
Year 2005:

= 290 trains

= 4,730 wagons

= 189.200 gross tons
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Appendix 2. 3- 8: New single wagon network

1. Involved partners:

Railion/Stinnes (Germany) and Trenitalia (Italy)
BLS (Stinnes holds a 20% share) (Switzerland)
Rail Cargo Austria (Austria)

2. Type of partners:
All are Railway Undertakings.

3. Owner relationship between the partners.
Not applicable

4. Main objectives:
Hub & Spoke system connecting the domestic networks of Stinnes and TI

Concentration of flows and reduction of complexity

Increased frequency of trains per relation
Optimization of resources and better quality

5. Legal / contractual basis:
Operational Co-operation.

6. Geographical coverage
All single wagon traffic between Italy and Germany as well as transit traffic from North
Europe passing through Germany (See below)
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|
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7. Market segments
Conventional single wagon traffic.

8. Coverage
see above

9. Strategic background - evaluation
Improve the quality of the single wagon traffic on the north/south axis and the com-
petitiveness of rail with respect to the road.

10.Volume of business
The TI/Stinnes single wagon traffic is about 3,5 min tons.
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I. Introduction

Rail freight services within the European Union are still governed by national rules
of law in respect of conditions of technical outline and concerning administrative
approval requirements that a company has to undertake.

The most attractive part of the market for rail freight services is the one on long
distance routes, crossing several European countries. In order to offer such ser-
vices usually an official national admission of each country that is crossed is nec-
essary. In addition interested railway companies need equipment, especially en-
gines, which meet all technical requirements for border-crossing railway traffic or
they need a separate engine for each country that is crossed.

These requirements lead to very high expenses in order to offer border — crossing
rail freight transportation in Europe, which often exceeds the economic possibilities
of small and medium sized railway companies. Therefore in this case such com-
panies depend on cooperation with foreign railway companies which already own
all required licenses and equipment. Cooperation can be structured very differ-
ently. There can be treaties concerning only one specific freight service, there can
be investments of capital between the companies involved or one company may
be merged with another or taken over.

Every form of cooperation has advantages and disadvantages concerning legal,
economic and organizational issues. Legal issues can arise out of antitrust and
competition law as well as out of questions concerning the contractual arrange-
ments of cooperation.

Organizational issues most of the time deal with allocation and coordination of
equipment and staff, as well as customers services. Economic issues can be the
acquisition of transportation orders or distribution of costs and revenue. Attention
has to be paid to economic and organizational matters already when contractual
arrangements for cooperation are concluded.

An interesting, but in rail freight transportation so far almost unknown form of co-
operation is the strategic alliance. This paper will present issues of antitrust and
competition law as well as contractual arrangements which are possible. Experi-
ences of strategic alliances on other carriers will be taken into consideration, es-
pecially for such alliances in civil aviation and maritime container shipping.
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II. Strategic alliances

There are strategic alliances in all economic branches and on all levels of the
value chain. Whether it is a new phenomenon or only a new expression for a spe-
cial cooperation between companies does not matter. By all means strategic alli-
ances are co-operations between legally independent companies that exceed a
single business transaction or a normal business relationship.

For rail freight haulage a strategic alliance shall be defined as cooperation be-
tween at least two legally independent railway companies that exceeds a normal
business relation in connection with rail freight services.

There can be numerous motivations for entering into a strategic alliance. Each al-
liance can have a very different structure.

1. Motivation for strategic alliances

A persistent improvement of the involved companies‘ economic situation is the ba-
sic motivation for each strategic alliance. Going into detail, there is much more dif-
ferent motivation for the foundation of an alliance. At the end all parts of motivation
support the basic motivation, though. In rail freight transportation the following as-
pects can lead to the foundation of a strategic alliance:

= Access to new markets

= Extension of the lines served

= Aggregation of rail freight services

= Access to rolling stock

= Improvement of rolling stock circulation and utilization
= Optimization of the personnel allocation

Access to markets is especially relevant in border-crossing rail freight transporta-
tion because a European railway company has not offhand access to the railway
network of a foreign European country. Entering into cooperation with an already
admitted company from an interesting foreign country can be useful in order to
avoid expenses of getting an admission as railway company in this country one-
self. Examples for this kind of alliance are “European Bulls” and the cooperation
between Railion and BLS Cargo.
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Especially small railway companies often have the problem that they do not have
enough rolling stock to offer attractive rail freight services to their customers. This
is why many railway companies that offer long distance connections in cargo busi-
ness cooperate for the first and for the last few kilometers of a transport service
with smaller, only locally working companies to extend the network, they can
serve. On the other hand the alliance “O.N.E. NRW?” is not aiming at the extension
of the network of the involved companies but at its aggregation. In addition to of-
fering block trains to the customers as it is done today, an offer in single waggon
services is wanted.

It is a typical problem of private railway companies to obtain appropriate freight
cars for a new traffic connection. Alliances with companies which offer freight cars
for rent and / or alliances with companies that produce freight cars can be useful in
order to have access to the rolling stock required for the expansion of business.

Finally, alliances can lead to a more efficient use of rolling stock as well as per-
sonnel.

Besides, motivation arising from other branches of business can lead to alliances
in the rail freight transportation business, too. For example the goal of “European
Rail Shuttle” and of “boxXpress” is to improve freight services between the sea
ports and their hinterland, especially for container transportation.

Motivation for strategic alliances that are not compatible with competition law of
the treaty of the European Community (ECT) is not considered in this paper.

2. Structures of strategic alliances
Possible structures of alliances can be as different as their motivation is.

There are horizontal and vertical alliances. Horizontal alliances are founded be-
tween companies belonging to the same level of the value chain, thus in rail freight
haulage between two or more railway companies to jointly provide rail services.
Vertical alliances are founded between companies of different levels of the value
chain. In rail freight transportation this could be an alliance between railway com-
panies on the one hand and companies renting or producing rolling stock or for-
warders and loaders on the other hand. Alliances between railway companies and
shipping companies or companies in road transportation cannot be allocated
clearly at one or the other category. But they tend to be horizontal alliances be-
cause the common carriers belong to the same level of the value chain: freight
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haulage.

Further there can be made a difference between incorporated alliances and those
that are not. “European Rail Shuttle”, “boxXpress” and “rail4dchem” are incorpo-
rated, the alliances “European Bulls” and “O.N.E. NRW” are not.

Goals of alliances differ, too. Regarding rail freight services this distinction is only
relevant in respect of specialized alliances. In these alliances the production proc-
ess is divided among the alliance members in such way that each part of it is of-
fered only by one member of the alliance. One company can for example hold staff
another company rolling stock at the disposal of the alliance or one company of-
fers long distance connections with high performance engines whereas the other
takes care of marshalling services, distribution and collection of freight cars.

3.  Critical aspects on strategic alliances

Strategic alliances can significantly improve the economic situation of many com-
panies, by providing access to new markets and business fields, allowing a more
efficient use of staff and rolling stock as well as giving access to capital for bigger
projects which would exceed the economic ability of one single company. Never-
theless more than half of all strategic alliances have to be regarded as failed.
There are numerous reasons. Some alliances fail already in scheduling, but most
of them fail due to mistakes in implementation.

Further to problems in implementation the following aspects can make a strategic
alliance fail:

= Different, mostly adverse goals of members of the alliance

» Wrong selection of the members of the alliance

» [Indistinct goals of the alliance

= Sketchy concept of implementation

= Differing or disproportionate expectations of the members of the alliance
= Cultural differences

Many horizontal alliances fail due to adverse goals of the members who are often
competing directly with each other. Vertical alliances often have problems with the
choice of the alliance’s members.

For an alliance to be successful goals have to be defined clearly. The concept of
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implementation needs to be clear and suitable for reaching the goals. Expectations
concerning the alliance must be realistic and congruent.

Moreover, it can be cultural differences which make an alliance fail that seemed to
be a perfect match. Partners need to take this problem into consideration. Cultural
differences do not only exist in international business but also in inter — regional
business even within one European country.

Most alliances fail due to mistakes in implementation, not to those in scheduling. A
classical mistake is to transfer too many tasks to the alliance without giving the re-
quired authority to the responsible persons. Also, the complexity of implementation
of a strategic alliance often is underestimated.

A lack in communication and information within the alliance as well as incompati-
ble data processing and information systems leads to significant additional ex-
penses and less revenue. This is often followed by distrust the members of the al-
liance, what deprives the alliance of its basis.

Finally the distribution of costs and revenue of the alliance between the involved
companies is the hyphenation point of every alliance. Clear rules of distribution as
well as clear rules for adjustment in changing circumstances are absolutely neces-
sary for a successful strategic alliance.

Strategic alliances are very fragile due to the reasons mentioned above. Often
there is a high fluctuation of members. The more members belong to an alliance
the more it looses its stability. Alliances in civil aviation and container navigation
show such a high fluctuation of members. In civil aviation the huge number of
members of alliances can explain this phenomenon.

There are also reasons outside of the alliance itself which can make it fail. One
member can for example get into economic difficulties and for that be unable to
fulfill its financial duties to the alliance. Or a member can be taken — over by a non
— member company.

[ll.Antitrust and competition law

Theoretically every kind of cooperation between companies which is more than a
single order can draw the attention of antitrust and competition authorities. Title VI,
chapter 1, section 1 ECT contains European rules on competition. These rules are
completed by the corresponding regulations.
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1. Art. 81 par. 1 ECT: Cartel prohibition

Under art. 81 par. 1 ECT all agreements between undertakings or concerted prac-
tices are prohibited as incompatible with the common market if they may affect
trade between the Member States and if they have as their object or effect the
prevention, restriction or distortion of competition within the common market.

a) Agreements between undertakings

Agreements on strategic alliances between two or more railway companies are
always agreements between undertakings according to art. 81 par. 1 ECT. There-
fore this criteria is given.

b) Affecting trade between Member States

The element of affects on trade between Member States through an agreement
between undertakings is of formal nature. No case has become know so far, in
which the Competition Directorate General has not assumed a violation of art. 81
par. 1 ECT because the agreement in question would not affect trade between the
Member States. This criteria is not given only if an agreement is limited to merely
regional services which can in no sensible way be offered by competitors from an-
other Member State.

Rail freight transportation on standard gauge lines therefore always affects trade
between Member States if these tracks are connected to the remaining European
network of railway lines. Accordingly, agreements between undertakings in this
business can affect trade. The same applies to the broad gauge networks in the
Baltic States, in Finland and on the Iberian Peninsula as they are integrated into
the European rail freight transportation system by gauge changing devices.

This is only different for isolated lines or for most European narrow-gauge rail-
ways. Most of the time, these railway lines are not directly connected to the rail
freight transportation system in the remaining network.

It is not necessary that all companies participating in an agreement have their
domicile in a Member State of the EU. Agreements between undertakings with
domicile in third countries can affect trade between the Member States in the legal
sense of art. 81 par. 1 ECT, too.
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c) Restriction of competition

For strategic alliances the key criteria is the one of prevention, restriction or distor-
tion of competition within the common market under art. 81 par. 1 ECT is the de-
ciding one. The Competition Directorate General treats it as uniform criteria of re-
striction of competition.

An agreement is seen as restricting competition if the involved companies restrict
their own freedom of action on the market by the agreement. Examples are price
arrangements, regional splitting of markets or agreements of exclusive coopera-
tion for production and services. In this case a restriction to competition can also
be given if the involved companies were not competitors at the time of the conclu-
sion of the agreement. It is sufficient that they were potential competitors in case
the agreement had not been concluded.

In addition it is seen as restriction to competition if the position of companies not
involved in the agreement is derogated. Contracts between automobile manufac-
turers and authorized dealers are an example for such agreements because usu-
ally the dealers cannot sell other brands than those manufactured by their main
contractual partner. They are bound to one brand by treaty. Consequently, it is
very difficult for an automobile manufacturer to build up a network of dealers and
enter a new market. The first attempt of Kia Motors to enter the German market
failed in the 1990ies due to this problem.

The Competition Directorate General has stated that in general an agreement be-
tween companies can only restrict trade if the companies involved have a market
share of at least 5% of the market in question. But this is only supposed to be a
benchmark; it is not binding to the commission or to the European Court of Justice
(ECJ) in specific cases. Due to the Announcement of Cooperation some agree-
ments are never treated as restricting trade. For rail freight services this applies to
jointly use of storage and transportation equipment as well as marketing and sale.
The Announcement of Cooperation only applies to horizontal alliances though, not
to vertical ones. In addition the announcement is not applicable to agreements that
contain more provisions than published in the announcement. Therefore the An-
nouncement of Cooperation is not very relevant for rail freight services.

In the opinion of the Competition Directorate General the market situation in rail-
way transportation is a special one. Competition on this market is completely un-
derdeveloped. Every agreement that might improve competition is rated positively.
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The Competition Directorate General distinguishes the market by common carrier
other than some national authorities of competition who distinguish by goods
transported. The take—over of RAG Bahn und Hafen by Railion would have been
rated much more critical by the Competition Directorate General. The Federal Car-
tel Authority approved the take-over imposing only few duties, whereas the Com-
petition Directorate General would have imposed much stricter duties. It would
also have been possible that the Competition Directorate General would have pro-
hibited the take-over.

The distinction of the market by common carrier by the Competition Directorate
General is consistent with European rules on railway business, especially directive
91/ 440/EEC that aims on the enforcement of competition in railway sector in order
to strengthen this carrier. Agreements between companies are incompatible with
European law if they restrict competition in the market for railway service. The dis-
tinction of the market by common carrier can also be observed in respect of spe-
cial regulations of the Competition Directorate General on competition law in civil
aviation and ocean shipping. Taking this into consideration the approval of the
take—over of RAG Bahn und Hafen by Railion has to be judged as mistake.

In either case agreements between private railway companies will remain unobjec-
tionable regarding competition law in the next time. This is independent from the
location of their domicile within the same or in different Member States. Agree-
ments between a former state railway and a private railway company from a differ-
ent Member State are seen positively for the development of competition in rail
freight transportation. Only agreements between at least two former state railways
are treated as restricting trade. This applies also to agreements between one for-
mer state railway and one or more private railway companies from the same coun-
try, if their agreement directly leads to restrictions of competition. Such restriction
takes place for example, when two companies that were competitors before they
concluded their agreement offer services jointly. No restriction of competition is
given, if a former state railway transfers specific traffic to private railway compa-
nies, though. Co-operations dealing only with utilization of staff and rolling stock
are generally unobjectionable according to competition law.

d) Legal consequences

According to art. 81 par. 2 ECT all agreements prohibited under art. 81 par. 1 ECT
are void. In addition third parties may take action against the parties of the contract
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to cease and desist and sue for damages. Finally, according to regulation 1/ 2003
EC the commission can order the companies in question to cease cooperation
which is prohibited under competition law. The order can be enforced by adminis-
trative fines. These fines can be reduced, if an affected company is willing to co-
operate with the commission and by actively contributes to the clarification of the
circumstances. If a company refuses to cooperate with the commission, fines can
be increased.

2. Art. 81 par. 3 ECT: exemption from cartel prohib ition

Exemptions from cartel prohibition are found in art. 81 par. 3 ECT. Agreements are
permitted if they contribute to the improvement of production or distribution of
goods. For rail freight services this exemption could only apply to agreements be-
tween at least two former state railways because at the moment they are the only
ones who could conclude an agreement prohibited under art. 81 par. 1 ECT. Art.
81 par. 3 ECT can apply because in case two former state railways cooperate,
there can be an improvement in competitive ability of rail freight services in com-
parison to other common carriers.

The exception would only apply though, if the agreement was limited to improve-
ment of coordination between the companies involved, to rationalization of opera-
tional procedure or to cooperation in sales of transportation services.

3.  Other provisions in competition law

Out of other clauses in European Competition law especially art. 82 ECT and
regulation 1017/ 68 EEC are relevant to rail freight transportation.

a) Art. 82 ECT: Prohibition of abuse

Under art. 82 ECT any abuse by one or more undertakings of a dominant position
within the market is prohibited. At the moment such abuse is only possible by one
or more former state railways. Any deliberate use of a dominant position in order
to place competitive disadvantages on competitors, customers or suppliers is pro-
hibited. However normal activity in the market is not an abuse. Specific advan-
tages resulting directly from the market position of an undertaking are legally al-
lowed, whereas imposing unfair purchase or selling prices is an abuse as well as
concluding exclusive agreements with specific companies in order to prevent them
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doing business with third parties.

Concerning the prohibition of abuse the Competition Directorate General distin-
guishes the market by common carrier, too. Agreements or measures concluded
by former state railways that are aiming at the prevention of contracts between
other railway companies and shippers are prohibited under art. 82 ECT. The threat
of a former state railway that it would stop servicing a shipper in single-car-traffic if
he cooperated with another railway company in block train services is abusive un-
der art. 82 ECT. Orders for network access by former state railways, which were
not actually needed and which lead to capacity constraint of infrastructure are
abusive, too.

b) Regulation 1017 / 68 EWG: Competition law in overland transportation

Regulation 1017 / 68 EEC is a special rule of competition concerning overland
transportation and therefore is applicable to rail freight transportation. It was based
on art. 71 and 83 ECT (former art. 75 and 87 ECT) and contained some proce-
dural rules and some specific rules in competition law concerning overland trans-
portation. These rules were only applicable to specified agreements, which were
named in art. 1 of the regulation. They are congruent with art. 81, 82 ECT in refer-
ence to the contents discussed in this paper.

Only in terms of the exceptions from cartel prohibition there are provision in art 3
of the regulation in addition to the blanket clause found in art 81 par. 3 ECT that
except agreements on the joint utilization of rolling stock and infrastructure facili-
ties as well as agreements on joint labour utilisation from cartel prohibition. Further
more agreements on the joint realisation of single car services are excepted from
cartel prohibition.

For the rest the predominant part of regulation 1017/68 EWG, especially art. 2 and
all rules on proceedings were revoked by regulation 1/2003 EG. Therefore art. 81
and 82 ECT does apply directly to rail freight haulage.

4.  Proceedings in European competition law cases

The procedure concerning the enforcement of European rules on competition used
by the Competition Directorate General has been changed in its basics by regula-
tion 1/ 2003 EC. There is no more duty of application for agreements of coopera-
tion. There is moreover no longer a declaration by the Competition Directorate
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General according to art. 81 par. 3 ECT which is binding to the commission and to
the ECJ. Consequently the Competition Directorate General will no longer con-
sider a specific agreement nor will it supply a “comfort letter” declaring an agree-
ment in line with competition law.

According the new procedural rules competition law embodied in the ECT is di-
rectly applicable. Therefore companies involved in an agreement of cooperation
have to check themselves whether or not an agreement is restricting trade accord-
ing to art. 81 par. 1 ECT. In case it does they have to check whether or not an ex-
ception according to art. 81 par. 3 ECT applies. One could say that nowadays
there is a “do-it-yourself-competition-law” in Europe.

This kind of rules lead to a great legal uncertainty for companies involved. In case
the Competition Directorate General does not share their view concerning the na-
ture of an agreement in competition law, fines according to regulation 1 / 2003 EC
menace. Therefore an informal procedure of consultation with the Competition Di-
rectorate General is offered to affected companies. In this procedure the Competi-
tion Directorate General presents its appraisal of an agreement. Nevertheless
such appraisal is not binding to the Commission and to the ECJ.

In case the Competition Directorate General opens proceedings due to violation of
competition law and in case companies involved offer concessions these conces-
sions may be declared binding for the company according to art. 9 of the regula-
tion by formal decision of the Competition Directorate General. The decision must
contain a declaration that due to the companies binding concessions there is no
longer a violation of competition law.

Finally, the Competition Directorate General can — under art. 10 of the regulation —
state by formal decision that a specific agreement does not violate art. 81 par. 1
ECT or that the requirements of an exception according to art. 81 par. 3 ECT are
met. Such decision is only made ex officio and only in case it is demanded by pub-
lic interests. Companies cannot request such decision, they cannot file a claim for
a decision either even if the corresponding substantial requirements of art. 81 ECT
are met.

In connection with announcement 2004 / C101 / 08 the Commission has published
guidelines concerning the application of European competition law. It is an orienta-
tion for companies which are evaluating their plans from the point of view of com-
petition law. Hitherto jurisdiction of the ECJ offers numerous hints for interpretation
of the rules in question, too.
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IV. Contractual Alternatives

If a strategic alliance is admissible by matters of competition law the question of
defining its contract arises. The legal form of the alliance itself has to be taken
care of as well as of the contents of the implementation contract.

1. Legal form

There are different possible legal form available for a strategic alliance, some of
them with, others without a separate legal personality:

» The alliance can be founded by agreement of cooperation concluded by
the companies involved. In this case the alliance is not incorporated.

= The alliance can be founded as European Economic Interest Grouping
(EEIG) to which regulation 2137 / 85 EC is applicable.

= The alliance can be a corporation according to the law of one Member
State. In this case the national rules of the state, in which the corporation’s
domicile is, do apply.

*= The alliance can be a European Company (SE). The relevant rules for a
SE are found in regulation 2157 / 2001 EC, directive 2001 / 86 / EC and
the national incorporation law of the member state in which the SE has its
domicile.

A merger of the companies that are involved in a strategic alliance under a na-
tional law or European law is not taken into consideration here, because then
there are not two legally independent companies, which are necessary for a stra-
tegic alliance due to the definition given above.

Even if an alliance is incorporated, it does not necessarily execute the operational
business. The alliance can only be dealing with administrative questions. It can
also only be founded to own specific rights such as trademarks.

a) Cooperation agreement

The legal basis for a strategic alliance can be an agreement of cooperation be-
tween the companies involved. Corresponding examples are the alliances “Euro-
pean Bulls” and “O.N.E. NRW”. Such alliances are not incorporated. Legally bind-
ing decisions of the alliance can only be made with the approval of all members for
each single question. This can lead to problems in daily business. The members of
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the alliance can solve the problem by granting power of decision to a single person
or to only a small group of persons. These persons could then act legally binding
for the alliance in daily business. Their decisions would bind all members of the al-
liance, too. In case of an agreement of cooperation staff is employed and rolling
stock is owned by the members of the alliance.

A disadvantage of an alliance that is not incorporated is that it cannot be litigant in
a trial itself but instead all members of the alliance have to enforce claims against
third parties together for the alliance. Moreover business partners of the alliance
cannot assert a claim directly against the alliance. They can only file a claim
against all companies participating in the alliance. Consequently, there is a great
legal uncertainty when executing a contract that was concluded by the alliance. If
the contractual party is not clearly recognizable potential customers might hesitate
to do business with the alliance.

On the other hand an agreement of cooperation is the fastest and easiest way to
establish a strategic alliance.

b) European Economic Interest Grouping (EEIG)

From a formal point of view an EEIG is the ideal structure for a strategic alliance
between small and medium size companies. This is what the EEIG was made for.
regulation 2137 / 85 EEC and the corresponding national implementation laws are
its legal basis.

The EEIG is a legal entity and has legal duties due to art. 1 par. 2 of the regulation
and can file a suit in its own name and it can be sued in all Member States of the
European Union, no matter in which country it has its domicile. The EEIG has
been the only uniform legal structure within the European Union prior to the intro-
duction of the European Company (SE), which guaranteed easy transnational co-
operation to the participating companies without significant legal problems.

According to the regulation an EEIG may be only of ancillary nature to the compa-
nies participating in the alliance. It must not replace the economic activities of its
members. Under art. 3 par. 1 of the regulation it is not the purpose of an EEIG to
make profit for itself. That does not mean that it cannot make any profit, though.

So far these restrictions have not been of importance. But they could lead to legal
problems in railway business. It is for example possible that authorities of EU
Member States deny admission as railway company with regard to the ancillary
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nature of the alliance. So far there have been no judgments concerning the admis-
sionable extent of business activities of an EEIG. An answer to this question can
only be found by the ECJ. There is no statement of the juridical literature on is
problem either.

According to art. 3 par. 2e of the regulation an EEIG cannot be member of another
EEIG. It also must not hold shares of any kind of a member company whereas it
can hold shares of third corporations as long as this is done on behalf of its mem-
bers.

The EEIG must comprise companies that have their domicile in at least two differ-
ent Member States (art. 4 par. 2a of the regulation). In compliance with art. 3 par.
2c of the regulation an EEIG itself can employ no more than 500 persons.

An EEIG is legally treated like a partnership. Details concerning the partnership
are according to the applicable national law. The EEIG must be listed in the regis-
ter provided by the Member State of its domicile.

It is an advantage of the EEIG that is can be founded easily. Because of the
treatment as partnership there is no minimum capital required for the foundation.
The EEIG can have branches in all EU Member States. Within the EU the legal
rules applying to the EEIG are basically uniform.

Theoretically, it is possible that legal restrictions presented above influence the
EEIG’s business activities in a negative way, but there is no known case in which
these restrictions would have been of any relevance.

c) Corporations according to the law of a Member State

The members of an alliance can found a corporation according to the law of one
Member State of the EU. Such corporations are for example “rail4chem” which
was founded according to German law and “European Rail Shuttle” which was
founded under Dutch law. Minimum requirements and expenses differ significantly
from one Member State to the other and also depend on the selected legal form. It
is impossible to describe all advantages and disadvantages in this paper.

After the rulings of the ECJ concerning freedom of establishment of corporations
according to art. 43, 48 ECT many disadvantages coming up when founding a
corporation according to a national law do not exist anymore. The judgments in the
cases “Centros” (C-212/97), “Uberseering“ (C-208/00) und “Inspire Art“ (C-167/01)
are most important on this topic.
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According to this jurisdiction a corporation which has its domicile in a Member
State and which was founded under the law of this Member State may have
branches in all other Member States without having to found affiliated companies
under the law of the state in which the branch will be. So in theory every corpora-
tion which was founded according to the law of one Member State can start up
business activity throughout the EU. Therefore for example every corporation
could obtain an admission as railway company in every Member State. So far no
company has tried doing so, yet. Significant reservation in some national licensing
authorities is here to be expected, what can lead to substantial problems in imple-
mentation of such concept.

Moreover it is possible according to the above mentioned jurisdiction that a com-
pany founded under the law of one Member State can transfer its domicile to an-
other Member State without having to adjust its legal structure to the national law
of the Member State the domicile is transferred to. A “private limited company”
(Ltd.) founded in Britain can for example transfer its domicile to the Netherlands
while keeping the legal structure of an Ltd. Furthermore each corporation with
domicile within the EU can sue and be sued in each Member State.

So far there is only “European Rail Shuttle b.v.” respectively its affiliated company
“ERS Railways b.v.” that does business in two Member States without having
founded another legally independent company. This is due to art. 10 par. 2 of di-
rective 91 / 440 EEC though. which applies only to combined traffic. It can be ex-
pected that a railway company founded under the national law of one Member
State that applies for admission as railway company in another Member State will
find strong resistance, if it does not only provide intermodal services and therefore
can avail the above mentioned provision.

From the legal point of view after the rulings of the ECJ a corporation founded un-
der the national law of a Member State with domicile in another Member State is
not restricted in its business activities within the EU anymore. But there are many
legal problems developing out of the new rulings of the ECJ. Due to their extent
they cannot be illustrated in this paper. For most of the problems solutions have
not been found, yet.

d) European Company (SE)

As regulation 2157 / 2001 EC became effective a year ago, it is now possible to
found a corporation under European law. For the first time there is a uniform legal
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form in company law in Europe without any legal restrictions for its business activi-
ties in comparison to corporations founded according to the law of one Member
State. This is the difference to a company founded under a national law. Therefore
the SE is significantly different from the EEIG.

An SE can be founded in each Member State of the EU, it can have its domicile
anywhere in the EU and transfer the domicile to each Member State. It can be
founded by merger of at least two stock corporations with domicile in two different
Member States. It is also possible to merge a stock corporation and its affiliated
company with domicile in another Member State to an SE. Moreover two legal
persons from at least two different Member States can found an affiliated company
as SE.

According to art. 4 par. 2 of the regulation the minimum capital of an SE is 120.000
€. The shareholders of the SE can choose between the Board-System and the
Dual System consisting of supervisory board and executive board.

From the shareholders point of view it is a big advantage of the SE that the na-
tional rules for worker’s participation do not apply to a SE under certain conditions.
Details can be found in directive 2001/86 EG and the corresponding national im-
plementing law.

An SE can be admitted as railway company in every Member State. Practical ex-
periences do not exist, yet. Most probably national licensing authorities will at least
require the SE to have a branch in the country for which it applies for license.

2.  On the content of a corporate charter

Many aspects have to be taken into consideration in reference to the content of an
alliance agreement. Many of them depend on the kind of the members of the alli-
ance and on the alliance’s goals. Some points are relevant for all strategic alli-
ances though. These points are:

= Strategic goals of the alliance

= QOrganization of the alliance

= Allocation of costs among the members of the alliance
= Division of revenue among the members of the alliance

= Access to resources of members of the alliance
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It depends on the individual circumstances, which other aspects have to be con-
sidered in an alliance agreement. Overall the agreement should give as little rea-
son as possible for dispute in daily business to ensure an unobstructed daily busi-
ness of the alliance without unnecessary quarrel.

a) Strategic goals of the alliance

As discussed above a strategic alliance can only be successful if goals are clear.
Therefore the goals of the alliance have to be expressed in the alliance agreement
as the goal of an agreement is one of the most important criteria of interpretation
in lawsuits and in case there is a loophole in a contract. Courts always consider
the goal or purpose of an agreement for its interpretation.

It has already been discussed in the context of motivation for the foundation of an
alliance that strategic alliances in rail freight transportation can have numerous
goals. It is very important that these goals are expressed clearly and comprehen-
sible in the agreement and that the members of the alliance agree on the goals as
they are expressed in the contract.

b) Organization of the alliance

Special regard has to be dedicated to the organization of the alliance, as many al-
liances fail because of deficient organisation. First of all methods and tasks to
reach the alliance’s goals have to be determined. Then the alliance has to be pro-
vided with enough staff and equipment to fulfill its tasks. It is absolutely necessary
that at least one person is only taking care of tasks arising out of the alliance’s
business activity. This person needs to be free of tasks arising out of the daily
business of the members of the alliance. This is even if tasks of the alliance are
modest.

Tasks have to be allocated clearly within the alliance. If the alliance is incorpo-
rated, is can act on its own behalf in business. The agreement has to include clear
provision whether the alliance executes its business activities itself or partly been
taken over by the alliance members. If such a provision is not appropriate because
the corresponding requirements are not foreseeable, proceedings have to be de-
termined in the agreement that provide the alliance management with a possibility
to allocate tasks and is suitable for daily business.

In addition the management of the alliance must be provided with the competence
to make decisions adequate to goals and extent of the activity of the alliance. The
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agreement needs to determine who has which power of decision or it has to de-
termine proceedings how authority can be given within the alliance. These pro-
ceedings also need to be suitable for daily business.

In the agreement on an incorporated alliance it is not necessary to deal with all
aspects of organization. This is true for the actual agreement of cooperation con-
cerning an alliance that is not incorporated, too. Usually the top — management of
the members of the alliance make framework decisions whereas the lower man-
agement makes more detailed decisions. In a framework contract information on
procedural aspects and on the competence of each deciding body can be found.
Alliances in civil aviation and container navigation have several deciding bodies on
each level of organization. The closer it gets to daily business the more often
these deciding bodies meet in order to make decisions fast enough.

In the alliance in container navigation for example the “Prinzipal Committee” con-
sists of the members of the board of each member of the alliance. It meets twice a
year. The “Executive Committee” consists of the higher management of the mem-
bers. It meets four times a year. Finally, there are several “Operational Commit-
tees” which deal with different tasks in coordination and handling of the alliance’s
daily business. Consequently, under the “Alliance Agreement” which sets the
framework there are several contracts dealing each with all necessary tasks of the
alliance. The framework contract only states who is responsible for the preparation
of which rules and it states how agreements are made legally binding.

c) Allocation of costs

Distribution of costs among the members of an alliance is one of the most critical
aspect in each alliance agreement. Many provisions are possible in detail.

It has to be made a difference between alliances that are incorporated and those
that are not. If the alliance is incorporated, it is an obligation to keep books accord-
ing to the relevant rules of law. In this case the question arises of whether of not
losses of the alliance have to be compensated by the members of the alliance and
who has to pay how much, what can be determined by a permanent or variable
key. A fixed key can be determined congruent with the shares of the members of
the alliance for example, a variable key by the amount of freight, the personnel
provided or the rolling stock kilometres accomplished.

Is the business of the alliance operated by the alliance members, as it is always
the case when the alliance is not incorporated, the question of the allocation of
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costs originating from the alliance business arises.
Basically, there are three methods of distribution of costs available:
= Distribution of all costs among the members of the alliance
= No distribution of costs at all
= Distribution of parts of all costs among the members of the alliance

Shall all costs be distributed among the alliance members, they have provide spe-
cial accounting and reporting for all costs deriving for the alliance business. The
distribution of costs itself results from a prior determined key as mentioned above.
This option causes a considerable amount of administrative effort and holds a sig-
nificant potential for quarrel in terms of the question, which costs can be imputed
to the alliance, even if this question is already considered in the alliance agree-
ment. There is a great attempt for the alliance members to impute as much costs
to the alliance as possible.

For this reason many alliances forego distribution of costs at all. This minimises
the administrative effort of course. Furthermore each alliance partner can keep
economic advantages arising from own efforts for itself and does not need to
share them with other alliance partners that mostly have not contributed to these
advantages. A disadvantage of this option is that in can lead to unjust results due
to a disproportionate allocation of costs as a result of the allocation of tasks within
the alliance.

In order to avoid such unfair results some alliances have agreed on distribution of
parts of the alliance’s costs. Only administrative costs can for example be shared
whereas each member bears its own operative costs. Distribution is done by a key
that has been determined in advance.

In any case expenses for distribution of costs have to be deliberated about the ex-
pected benefit. The benefit can also be a greater satisfaction of the alliance mem-
bers and therewith connected a greater commitment to the alliance.

d) Division of revenue

Just like the distribution of costs the distribution of revenue is a critical aspect, too.
Mostly it is possible to find an independent key for the distribution of revenue from
the one for distribution of costs. In transportation business there are so far only
two methods of revenue distribution. Either there is no distribution of revenue or all
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revenue is collected and finally distributed among the members of the alliance ac-
cording to a key.

Depending on the structure of the alliance it can make sense not to distribute
revenue. In container shipping each member of an alliance usually market a share
of the capacity on a liner service operated by the alliance. The share of each ship-
ping company depends on the share that its ships represent in reference to the to-
tal capacity of the liner service. In rail freight transportation two railway companies
could offer a shuttle service running six sets of trains each week. One company
could operate two sets of trains, the other four. Consequently, one partner could
market one third of each train’s capacity (for example in form of container posi-
tions) whereas the other partner could market two thirds. By this way each alliance
member can gain the results of its own marketing and does not need to share
them with a partner, whose marketing may be less successful. If one company
needs more capacity than it is entitled to, it can buy the extra capacity from the
other partners, if they have some left. Moreover, a motivation for the abdication of
a division of revenue lies in the resulting minimal administrative effort.

The other option of division of revenue is the so called “common cash box”. In this
case the complete revenue goes in a kitty. Then either first all costs of the alliance
are paid and the potential surplus is distributed among the members of the alliance
or each member bears its own costs and the entire revenue is distributed among
them.

A critical aspect in terms of the division of revenue can be that certain members
benefit indirectly in their own business from the alliance activities. These benefits
cannot be imputed to the alliance directly. They can result from a positive image or
business contacts arising from the alliances activities. Are these benefits spread
very unequally among the alliance members, this can hold a potential for quarrel.
Eventually it can be necessary to provide a compensation for such benefits to
maintain the alliance. The precise definition of such a compensation is very diffi-
cult, as the correlation of the respective benefits to the alliance causes substantial
problems.

As for the allocation of costs there has to be an analysis of benefit and expenses
arising from the division of revenue. The advantage of a common cash box is a
better sense of connection among the employees of the alliance members that in-
creases significantly their motivation to contribute to the success of the alliance.
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e) Access to resources of members of the alliance

As mentioned above it can be the goal of an alliance in rail freight transportation to
optimize utilization of rolling stock and staff. In this case it has to be discussed at
which level of priority the alliance has access to resources its members. If it is the
only goal of the alliance to improve circulation of rolling stock and personnel allo-
cation it can make sense that the alliance has access only to free capacity of its
members, which they do not need for their own business outside the alliance. In
case the alliance needs more capacity it has to find it on the market or it has to set
from the business activity in question aside. The alliance ,O.N.E. NRW*" is basi-
cally structured in this way.

If the business activity of the alliance represents a large part of the members* ac-
tivity it can be useful to guarantee highest priority to the alliance. Consequently, if
all capacity within the alliance is in use, members of the alliance might have to find
extra capacity on the market for their own business activity.

As the alliance can be of different economic importance to its members, individual
graduated provisions can be reasonable. The cooperation between BLS Cargo
and Railion for example has a significant greater economic importance to BLS
Cargo than it has to Railion. Therefore, it is sensible for BLS Cargo to provide the
cooperation with resources at a high priority whereas Railion estimates the priority
of the services in this cooperation somewhat lower.

A clear provision on this point in the alliance agreement is necessary to avoid sig-
nificant and unnecessary dispute about resources for the alliance’s daily business.
Such dispute can wear out the alliance.

V. Conclusion

Railway companies can improve their competitive strength significantly through
strategic alliances. They can combine their resources, optimise the utilisation of
the resources and thus generally improve their productivity. Efficiency can in gen-
eral be improved by an optimum and collective use of resources. Especially small
railway companies can access new markets and new business fields, which were
inaccessible for them alone. The special charm of strategic alliances for these
companies consists in the opportunity to broaden business activity without loosing
legal independence.

On the other hand strategic alliances are very fragile entities. They can only be

7‘ HaCon Appendix 5 Page 203 of 210



e
- Contract N° 513504 D
= = Business Model for international Co-operation e T :

successful, if all partners strive for the same goals, agree upon the way, how to
reach these goals and the concept to implement the alliance is deliberate and real-
istic.

Most strategic alliance are not successful economically due to a multitude of most
different reasons. It is impossible to avoid all of these reasons by good scheduling
and good implementation. Strategic alliances can fail for example because of the
personal animosity of the top managers of two participating companies. But many
reasons for failure of strategic alliances can be avoided by choosing a legal form
that is suitable for the goals and tasks of the alliance and by elaboration the legal
basis of the alliance. This legal basis has to provide clear rules for all critical as-
pects but it also has to grant enough tolerance for adjustment for the case of
changing circumstances. It can be difficult in certain cases to find an agreement to
a contract that meets all of these requirements. These difficulties can be an indica-
tor for a difference in the goals of the potential alliance partners that would endan-
ger the success of the alliance. In either case, a thorough preparation of a strate-
gic alliance ensures an early discovery of problems for the potential alliance part-
ners and thus a reliable basis for the decision whether the project shall be contin-
ued or not for all participants.

From the point of view of the Competition Directorate General strategic alliances in
rail freight transportation can presently only be a problem if two or more members
of the alliance are former state railways. Though such cooperation is not in any
case inadmissible due to competition law. But it is recommended to have such co-
operation examined concerning incompatibility with competition law by the Compe-
tition Directorate General in a consultation procedure. The decision depends on
the structure of the cooperation in each single case. Problems can also arise from
cooperation between a former state railway and another railway company with
domicile in the same Member State as the state railway in question, since the
Competition Directorate General determines the relevant market in accordance
with European railway legislation by common carrier to judge a cooperation in rail
freight services in terms of its compliance with the European competition law. Thus
the relevant market is the one for rail freight services and not the market for over-
land transport and also not the markets for the transportation of certain goods.

The Competition Directorate General of the Commission of the EU explicitly ap-
preciates all other strategic alliances in rail freight transportation, as they
strengthen competition in this traffic sector. Therefore strategic alliances in rail
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freight transportation are also welcome from the economic point of view. They lead
to an increase in competition, strengthen the efficiency in this transport sector and
thus improve the entire European transportation market.

Ko6ln, October 28th, 2005
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Appendix 6: Technical Specification for Interoperability
(TSI), Telematic Applications for Freight Ser-
vices

1 Content of the TSI Telematic Applications for Freight

1.1 Scope
1.1.1 General

The commercial operation of trains, wagons and Intermodal units throughout the
European rail network requires efficient interchange of information between the in-
volved actors as Infrastructure Managers, Railway Undertakings and other service
providers. Performance levels, safety, quality of service and cost depend upon the
quality of such interchanges.

The purpose of this TSI is to ensure that efficient interchange of information is at all
times best adapted, with regard to quality and quantity, to changing requirements so
that the transport process may remain as economically viable as possible and that
freight transport on rail recovers its hold on the market against the intense competi-
tion it has to face.

The interfaces between the various partners involved in freight transport are seen as
critical points: to manage shipments under the conditions of so many interfaces by
means of information exchange is the final goal of the TSI Telematic Applications for
Freight.

1.1.2 Functions

Functions within the scope of the TSI

= Applications for freight services, including information systems (real-time moni-
toring of freight and trains),

= Marshalling and allocation systems, whereby under allocation systems is under-
stood train composition,

= Reservation systems, whereby here is understood the train path reservation,

= Management of connections with other modes of transport and production of
electronic accompanying documents.
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Functions outside the scope of the TSI

= Payment and invoicing systems for customers are not within the scope of this
TSI, nor are such systems for payment and invoicing between various service
providers such as Railway Undertakings or Infrastructure Managers.

= Also the long term planning of the timetables is out with the scope of this
Telematic Applications TSI.

1.2 Involved Entities

This TSI takes into account

= the present service providers and
= the various possible service providers of the future involved in freight transport
as they are for (this list is not exhaustive):

= Wagons
= Locomotives
=  Drivers

= Switching and Hump shunting

= Slot selling

= Shipment management

= Train composition

= Train Operation

= Train monitoring

= Train controlling

= Shipment monitoring

= Inspections & Repair of Wagon and / or Locomotive

= Customs clearance

= Operating Intermodal Terminals

= Haulage management
Some specific service providers are defined explicitly in the directive 2001/14/EC and
2001/16/EC (1.2.1); others were defined following the functional requirements
(1.2.2):

1.2.1 Entities as defined by Directives 2001/14/EC and 2001/16/EC

Infrastructure Manager (IM):

Infrastructure Manager (IM) means any body or undertaking that is responsible, in
particular, for establishing and maintaining railway infrastructure. This may also in-
clude the management of infrastructure control and safety systems. The functions of
the Infrastructure Manager on a network or part of a network may be allocated to dif-
ferent bodies or undertakings.

Based on this definition, this TSI regards an IM as the service provider for the alloca-
tion of paths, for controlling / monitoring the trains and for train / path related report-
ing.

According to Directive 2001/14/EC the body or undertaking to which an IM allocates a
path is defined as an applicant:
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Applicant:

Applicant means a licensed Railway Undertaking and/or an international grouping of
Railway Undertakings, and, in Member States which provide for such a possibility,
other persons and/or legal entities with public service or commercial interest in pro-
curing infrastructure capacity, such as public authorities under Regulation (EEC) No
1191/69 and shippers, freight forwarders and combined transport operators, for the
operation of railway services on their respective territories.

Railway Undertaking (RU):

A Railway Undertaking (RU) is defined as any public or private undertaking, licensed
according to applicable Community legislation, the principal business of which is to
provide services for the transport of goods and/or passengers by rail with a require-
ment that the undertaking must ensure traction; this also includes undertakings which
provide traction only.

Based on this definition, this TSI regards the RU as the service provider for operating
trains.

1.2.2 Functional entities

Fleet manager, Keeper:

The provision of wagons is a service that can be related to a Fleet manager. If this
service for a transport is one of the services offered by the RU, the RU acts also as
Fleet manager. A fleet manager again can manage his own wagons and / or wagons
from another Keeper (another service provider for freight wagons). The needs for this
kind of service provider are taken into account independent of whether the legal entity
of the fleet manager is an RU or not.

Lead Railway Undertaking (LRU):

When taking into account the needs of a customer, one of the services is to organise
and manage the transport line according to the commitment to the customer. This
service is provided by the Lead Railway Undertaking (LRU). The LRU is the single point
of contact for the customer. If more than one Railway Undertaking is involved in the
transport chain, the LRU is also responsible for the co-ordination with the other Rail-
way Undertakings.

This service can also be undertaken by a forwarder or by any other entity.

Intermodal service integrator:

The involvement of an RU as LRU can differ from one type of transport flow to an-
other. In the Intermodal business the managing of capacity in block trains and the
preparing of waybills is done by an Intermodal service integrator, who could then be
customer for the LRU.

This TSI does not create new legal entities and does not force an RU to involve exter-
nal service providers for services which the RU itself offers but it does name, where
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necessary, a service by the name of a related service provider. If the service is offered
by an RU, the RU acts as the service provider for that service.

1.3 Considered Processes

The main point, however, is that the RUs and the IMs and all other Service Providers (
in the sense as defined above ) must work together, either through co-operation and /
or open access, as well as through efficient interchange of information, to deliver
seamless services to the customer.

This TSI for the railway freight transport industry is limited according to Directive
2001/16/EC to the processes to be carried out by IMs and RUs / LRUs with reference
to their direct customers.

2 Implementation of the TSI
2.1 Modalities of Application of the TAF TSI

This TSI is oriented to provide information support to the rail freight business process
that can lead to a major enhancement of the quality of transportation services. As
such its application is independent from the notions of new/upgrade or legacy infra-
structure or rolling stock assets as it is usual in other TSI called for by Directive
2001/16.

Due to its pervasive nature the impact of this TSI will be profound on the business and
operational processes of the whole of the European rail industry. Moreover, the con-
tinuous growth of international freight transport demands a European-wide informa-
tion management perspective. These facts compound to call for the set-up of a coher-
ent trans-European implementation plan for this TSI. This plan should provide both a
vision of what is to be achieved when implementing the TSI and the way and timing to
migrate from the present framework of fragmented information systems towards a
comprehensive European-wide information highway that can provide value-added to
all rail transport stakeholders - Infrastructure Managers, Railway Undertakings, freight
forwarders and ultimately the client alike.

Set against this background the concept of a Strategic European Deployment Plan
(SEDP) is mandated. The SEDP defines the target system that is to be achieved in or-
der to implement this TSI together with its underpinning rollout plan

2.2 Legal character of the TSI

The TSIs are mandatory rules which supersede within their scope any existing national
rules.

Normally, TSIs are published as "Decisions of the European Commission" requesting
the Member States to apply and enforce the rules. For the TSI Telematic Applications
for Freight, the EC decided to publish it under the form a "regulation" addressing di-
rectly the actors involved. The reason is given in the Part 1 of the TSI:

"(15) The TSI Telematic Applications for Freight has a functional nature. As a conse-
quence, the main addressees of the provisions contained in the TSI will be the mar-
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ket actors. A Regulation addressed to a suitable range of actors is more appropriate
than a Decision addressed to the Member States, in view of the implementation of
the provisions of the TSI."

Consequently, the TSI addresses firstly the professional representative bodies from
the railway sector acting on a European level to set up a European strategy for the
implementation of a Telematic TSI.

2.3 Implementation Procedure

As required by the TSI (Article 7), the European representative bodies from the rail-
way sector (CER, EIM together with UIC) have started to set up a Strategic European
Deployment Plan (SEDP). At present, this work makes good progress; the SEDP will be
presented in time to the Member States and the Commission at the end of 2006, what
is about one year after the date of publication of this Regulation.

2.4 Involvement of the actors

For the purpose of the elaboration of the SEDP the following requirements do apply:

= Railway Undertakings and Infrastructure Managers shall contribute by providing
functional and technical information about the existing individual Telematic ap-
plications for freight3 ;

= Once the Strategic plan is completed, all activities related to the implementa-
tion of the subsystem Telematic Applications for Freight have to be justified
against this deployment plan.

= Any proposed non-adherence by a RU or IM should be justified in the imple-
mentation dossier submitted to the Member State, to the European Railway
Agency and to the EC.

3 Existing telematic applications for freight are telematic applications for freight that are already in service

before this TSI enters into force
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