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(a) Data on past and future devel opments of rail passenger and goods traffic

BELG UM

Traffic products for the year 1997 increased by 6.1% over the previous
year, and included 6.2% for passenger traffic and 4.0% for goods traffic in
compl et e wagon-1oads and 14.9% in partial |oads.

Passenger transport, expressed in numbers of passenger-kil onmetres,
i ncreased by 2.9% conpared with 1996. This increase derived both from
domestic traffic (2.8% and its two conponents (tickets and train cards), and
frominternational traffic (3.3%9. |In international traffic it was the result
of an increase in Eurostar traffic (16.5% and the major devel opnent of Thalys
traffic (25%if the last seven nmonths of 1997 and 1996 are conpared, bearing
in mnd that the service started in June 1996), while conventional traffic
showed a drop of 22.3% (transfer to Thalys).

Goods traffic in conpl ete wagon-1oads recorded an increase of 3.1%
overall conpared with the previous year. There was a large increase in the
transport of netallurgical products (20.4%, internodal traffic (15.7% and
foodstuffs (12.19% . Some types of traffic decreased, however: solid fuels
(-22.6%, ores and scrap for the netallurgical industry (-19.2%, fertilizers
(-18.1% and agricultural products (-10.7% . The increase in overall traffic
came basically frominternodal traffic, since transport for heavy industry
and for light industry remained relatively stable at -0.6% and -0. 3%

ABX Transport traffic (partial |oads) recorded a | arge increase
of 18.3%

Units 1997 1996 Difference Difference %

Number of passengers millions 143.6 141.7 1.9 13
Domestic 133.3 130.8 25 2.0
International 10.3 10.9 -0.6 -6.3
Number of passenger-km millions 6 984 6 788 196 2.9
Domestic 5837 5679 158 2.8
International 1147 1109 38 3.3
Tariff products millions F 16 841.3 15855.0 986.3 6.2
Domestic 12 252.2 11 431.7 820.5 7.2
International 3479.7 3282.6 197.1 6.0
Miscellaneous 1109.4 1140.7 -31.3 2.7
Complete wagon-loads

Tonnage taxed milliers t 58 849 57 095 1754 3.1
Number of tonnes-km millions 7 465 7244 221 3.1
Tariff products millions F 11501.9 11 059.7 442.2 4.0
Partial loads

Traffic milliers of 6 605 5584 1021 18.3

consignments
Product millions F 2706.1 2 355.0 351.1 14.9
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FRANCE
1.1 Passenger traffic results

The followi ng table gives SNCF passenger traffic since 1990:

of billions of passenger/ 1990 1991 1992 1993 1994 1995 1996 1997

kilometres

Main network 53.77 52.35 52.94 48.58 49.46 47.08 50.90 52.86
(including TGV) (14.92) (17.87) (18.96) (18.92) (20.51) (21.43) (24.77) (27.17)
lle-de-France 9.97 10.02 10.06 9.85 9.48 8.48 8.87 9.05
All passenger traffic 63.74 62.37 63.00 58.43 58.93 55.57 59.77 61.91

SNCF traffic, which had been stable or had varied only slightly from one
year to another since 1989, dropped sharply in 1993 as a result of a difficult
econom ¢ situation in that year and problems with the entry into service of
the new ticket distribution systemon the main |ines.

In 1994, the situation inmproved very slightly with a traffic increase of
0.9% main-line traffic inproved by 1.8% while traffic in the Il e-de-France
region fell by 3.8% giving a significant decrease for the second year
runni ng.

In 1995, the situation deteriorated overall because of the three-week
rail way workers’ strike fromthe end of Novenber to m d- December.

In 1996, there was a slight inmprovenent. |In fact, traffic remained
stabl e conpared with traffic data for 1995 after correction for the strikes.

In 1997, the inprovenment was definitely confirmed, as main-line traffic
i ncreased by 3.8% and |l e-de-France traffic by 2%

Overall, TGV traffic performed positively during this period.
1.2 Devel opment prospects in passenger traffic

SNCF passenger traffic is linked to overall economc activity but it
al so depends on the success of the conpany’s comrercial efforts.

The upturn in traffic registered in m d-1994 continued and i nproved even
further during 1995, but was halted by the strikes at the end of Novenmber and
Decenber 1995.

After a stable year in 1996, 1997 showed positive progress in traffic.

For 1998, the SNCF Budget anticipates an increase in passenger traffic
of approximately 1.7% conpared with 1997.
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2. Goods traffic

2.1 Devel opment of goods traffic during the period 1991-1997

in billion of tonnes/km 1991 1992 1993 1994 1995 1996 1997
Complete train load 24.4 23.8 224 23.7 22.8 23.2 24.8
Combined transport 7.7 8.3 8.4 10.2 10.8 12.2 13.9
Grouping 17.2 16.1 12.8 13.3 12.8 12.9 13.8
TOTAL 49.3 48.2 43.6 47.2 46.4 48.3 52.5

The devel opnent of goods traffic derives both fromconpetition fromthe
roads and an econom ¢ context which, while inproving, continues to be
difficult, and fromthe need for SNCF to inprove the quality of its services
in order to neet customer demand nore satisfactorily. The results obtained
over the past two years reveal a definite inprovement.

2.2 A new approach

In view of the problematical devel opnent of rail freight, SNCF has given
i n-depth consideration to rail transport in general.

In the context of its industrial project it has defined the main |ines
for recapturing the freight nmarket.

Quality of service must be inmproved for “conplete train-loads” (TENOR
project) and, for individual wagons, progress from“at |latest” delivery to a
firmcomitnent to delivery tines (RESOLIS project), and the efficiency and
cost of term nal services nmust be inproved (COLLECTI OV DI STRI BUTI ON proj ect).

Other activities are aimed at devel opi ng resources for goods traffic
(freight locomotives for the future, specialized freight lines) so as to
i ncrease the productivity of the production system

For conbined transport, efforts should involve an increase in
mar shal 1 i ng capacity with shorter tines and | ower costs.

In all, SNCF believes that by the year 2000 it can slightly increase
traffic on conplete train-loads, stop the deterioration in individual wagon
traffic and enable a considerable increase to be made in conbined traffic.

SW TZERLAND

Passenger traffic, like goods traffic, on the Federal Railways (CFF) has
becone a matter of great concern because of the erosion in passenger-kilonetre
revenue. Although the 1997 figure of 12.4 billion passenger-kilonetres, with
an increase of 6.2% constituted an absolute record, rail products declined by
20 million francs conpared with the previous year. This developnent is due in
part to the transfer of earnings to new operators (Cisal pino SA for exanple)
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and to the price reductions resulting fromspecial offers (day cards for the
150t h anniversary of the Swi ss railways, two-year half-price season tickets,
etc.). Passenger traffic products ambunted to 1,555.3 million francs.

In goods traffic, for the first tine in four years during which the
turnover declined constantly, it was possible to stabilize revenue. The
vol unmes carried increased by 7.7% and tonnes-kilonetre by 10.6% Products

ampunted to 943.1 mllion francs. It is interesting to note that transit
traffic with individual conplete wagon-I|oads perforned better than conmbi ned
transport. It may be nentioned here that an absolute record for the

Sai nt - Got hard was achi eved in Decenber 1997 with 147,608 gross tonnes of goods
in one day.

Fut ure devel opnents in passenger traffic conprise several parts,
i ncluding i mprovenment of regional traffic services, increased revenue from
passenger-kil ometres, continuation of the tinetable inprovenents programre
(Rail 2000) and introduction of new ideas in distribution.

In goods traffic, stress will be laid on capturing new markets, meking
avail abl e gl obal 1 ogistical solutions, inmproving transport quality and
i ncreasing productivity. Aware of their position as a key network for transit
traffic, the CFF intend to ally thenmselves with the Italian State Railways
with a viewto a joint inmprovenent in the quality of international transport
and marketing which targets the econonic sectors. The CFF are al so
participating in the devel opment of European goods transit corridors.

For fuller information on the figures mentioned above, statistica
document ati on on the transport of passengers and goods has been submtted to
the secretariat and can be consulted there.

(b) New devel opnents to be observed subsequent to the reorganization of the
rail sector and the experience gained with these new organi zati onal
arrangenent s

BELG UM

The detailed studies preparatory to setting up the new structure,
initiated on 1 September 1996, continued in 1997. The new structure becane
operational on 1 January 1998. The principles underlying the new conpany
concept and the structure in terns of the centres and units anmong which
activities are distributed were defined in the “Objective 2005” plan, adopted
in 1996.

These principles involve maintaining the unity of the conpany and the
powers of SNCB's | egal nanagenent bodi es and ensuring that budgetary, materi al
and human resources are established and used as efficiently as possible.

The railway company’s main activities are entrusted to and managed by
activity centres (CA) and supply and support functions are organi zed by
service centres (CS). All the centres operate under the direct authority of
t he Board of Management assisted by central coordination units (UCC)
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The activity centres are organized around three areas: production,
managenent and operation. The four production centres handle infrastructure
mai nt enance and the long-term nediumterm and short-term mai nt enance of goods
and passenger rolling stock. The mission of the three managenent centres is
t he enhancenent of the value of conpany property, management of the network
and managenent of notive power and passenger equi pment. The four operating
centres define and market domestic passenger offers, international travel,

B- Cargo (conpl et e wagon-1oads) and ABX (partial |oads).

The noderni zati on of the structures is ained at ensuring that the
operating centres have a conpetitive presence in the market. All the centres
and units have contractual -type relations which specify the transfer costs,
volumes and quality |level of the services requested.

The service centres ensure support services in the areas of personne
adm ni stration and the managenent of social affairs, computerization, facility
managenent, purchases and tel ecommuni cati ons.

The functions of the central coordination units concern the genera
strategy and devel opnent of the conpany, finance, safety and the environnent,
human resources and social relations policy, internal and externa
communi cation, legal affairs and the general secretariat.

FRANCE

In 1997 the railway sector underwent its nost inportant reorganization
since the establishnent of the SNCF in 1937.

Act No. 97-135 of 15 February 1997, establishing the French Rail Network
as a public corporation with a viewto the renewal of rail transport
establ i shed on 1 January 1997 a public industrial and comrercial corporation
responsi ble on behalf of the State for the rail infrastructures owned by it.

This reformwas a response to the crisis in the French railways caused
by the decline in traffic and in their share in the nmarket conmpared with other
transport nodes and the constantly growi ng debts and deficits requiring
i ncreasingly higher public contributions.

The debts of the SNCF, which were over 200 billion francs at the end
of 1996, meant that any attenpt to rectify the conpany’'s accounts were dooned
to failure.

The solution could only be a structural reformwhich would clarify the
responsibilities of the State and the SNCF with reference to infrastructures
and relieve the SNCF of a large part of its debt.

Tracks, marshalling yards, signalling equipnent and points were
therefore transferred to the RFF, while the SNCF kept the equi pment needed for
transport services and stations where there was direct contact with the users.
The detail ed specification of the various assets and their assessnment in
accounting terns were validated by an international firm of auditors.
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In exchange for taking over the assets constituting the infrastructure,
the RFF accepted the 134.2 billion franc debt contracted by the SNCF for the
financing of this infrastructure.

The new public corporation’s mission is to inprove, devel op and exploit
the national rail network.

In view of SNCF' s recogni zed know how and the resources available to it,
it has been entrusted with the management of the infrastructure, i.e. the
mai nt enance of the technical facilities and the managenent of traffic and
traffic operation.

Three decrees for the inplenmentation of the Act were signed
on 5 May 1997 and published in the Journal Officiel on 7 May 1997

The first concerned the mssions and the status of the RFF and
establ i shed the main principles governing its relations with SNCF for the
managenent of the infrastructure, and |listed the respective m ssions and
obligations of the two corporations. A convention was drawn up between them
in order to define this franework in operational terns. The second
establ i shed the neans of determ ning the property coning under the ful
ownership of the RFF and the third set out the rules for determ ning the
charges linked to the use of the national rail network which include “tolls”.

The revenue of the RFF comes fromtraffic charges for traffic on the
national rail network and financial contributions fromthe State, in
particular the contribution to infrastructure charges previously paid to SNCF
and grants which will enable the transferred debt to be covered.

For 1997, the capital contributed to the RFF anpunted to 8 billion
francs. The RFF may al so receive contributions fromterritorial bodies, such
as, for exanple, subsidies for network investnents in the context of the
St at e- Regi ons devel opnment contract.

Its expenses are constituted for the nost part by conpensation fromthe
SNCF for infrastructure managenment, by investnments for the devel opment of the
network and by the burden of the debt taken over from SNCF.

This reform enabl es SNCF to devote itself fully to its conpany
objectives. It has outlined an industrial project predicated on w nning back
its passenger and freight custoners, returning to a sustainable balance in
each of its activities as a rail carrier and constantly inproving the
i nfrastructure managenent it performs for the RFF

The Act also includes a section concerning experinents in regionalizing
passenger services in six volunteer regions.

All in all, this reformhas led to a major change in rail transport
capabl e of ensuring a renewal in a transport node the collective advantages of
whi ch are obvi ous.
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It is still too soon to be able to answer the second part of the
guestion, concerning the experience gained with these new organi zationa
arrangenents.

SW TZERLAND

On 20 March 1998, the Swiss Parliament adopted a new | aw on the reform
of the railways, scheduled to come into force on 1 January 1999

In April 1997, the CFF carried out the nost inportant restructuring
since their establishment. Under the heading of “conpany reform they split
infrastructure and transport into two, giving each sector its own bal ance
sheet and its own result account in the context of an integrated conpany. At
the same tine, they redefined the notion of “infrastructure” which henceforth
includes the installations and the personnel to operate them and
responsibility for the overall tinmetable. These changes have enabl ed the CFF
to respond to the requirenments of the European Union as regards right of
access and right of transit, as specified in Directive 91/440.

A new devel opnent, also inspired by the above Directive, is the
financial stabilization of the network. This is crucial for ensuring the
competitiveness of the company vis-a-vis the conpetition energing particularly
in the goods sector. Both the liabilities inherited fromthe past and those
linked to the CFF' s pension and assistance fund will be elimnated in the
context of the reformof the rail ways.

(c) Investments in (i) rail infrastructure and (ii) railway rolling stock
BELG UM
1. Preanbl e

The 1997 financial year was part of a ten-year investnent plan covering
the period 1996-2005, with five nain objectives:

Construction and bringing into operation on Belgian territory of the
hi gh-speed railway network |inking Paris (Lille), Brussels, Ansterdam
and Col ogne;

Purchase of rolling stock for high-speed traffic;

Renovation and noderni zati on of the infrastructure of the conventional
rail network, for domestic passenger transport and for goods transport;

Purchase of nodern rolling stock principally intended to increase
passenger confort.

The overall investnments progranmed for the period of the 10-year plan
ampunt to BF 370 billion (at 1994 prices).
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2. | nvestnents in 1997
Total investments amount to BF 45.4 billion at 1997 prices. They can be
broken down under the follow ng i nvestment headi ngs.
2.1 Tov
Infrastructure : BF 9.2 billion
Rol I'i ng stock : BF 2.3 billion
Tot al : BF 11.5 billion
2.2 Donmesti c network
2.2.1 Infrastructure
The total anpunts to BF 13.5 billion, assigned to the main objectives:
Moder ni zation of the railway junctions of Brussels, Anvers, Ghent,
Li ége and Charleroi and inprovenent of Brussels-Zaventem Airport
services: 1.4
Moder ni zation of the main railway lines principally used for domestic
passenger transport: 4.2;
Moder ni zati on of the additional lines used to carry both passengers and
goods: 1.2;
Moder ni zati on of secondary tracks in stations: O0.3;
Moder ni zation of lines intended for the transport of goods and the
railway installations serving the main Belgian ports (Anvers, Chent,
Zeebrugge): 1.9;
Renovati on and noderni zati on of safety equipnent on lines and in
stations: 0.8;
Moder ni zati on of passenger buildings and facilities: 1.5;
Adapt ati on of production tools: 2.2.
2.2.2 Rolling stock

Total investments amount to BF 18 billion and have for the nobst part

been allocated to the purchase of:

Mul ti pl e-voltage electric |locomptives (3kV direct, 25 kV alternating);
Di esel -el ectric shunting | oconotives;

El ectric power cars;
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Di esel power cars;
Coaches for donestic passenger transport;
Goods wagons;

and the transformati on of coaches and wagons to adapt themto the denands of
t he customers

FRANCE
(i) Infrastructure of the national rail network (RFF perineter):
MIlions of FF at 1995 1996 1997
current prices
Mai n net wor k 7 201 10 222 11 269
- including TGV
devel opnent 1 844 4 633 5 602
Il e-de- France
net wor k 2 597 1 976 2 013
Tot al 9 798 12 198 13 282

(ii) Rolling stock,

stations, vehicle nmaintenance shops (SNCF perineter):

MIlions of FF at 1995 1996 1997
current prices
Mai n net wor k 6 288 6 244 5 795
- including TGV
devel opnment 2 499 2 617 1 490
Il e-de- France
net wor k 2 205 2 291 2 465
Tot al 8 493 8 535 8 260
SW TZERLAND
Infrastructure investnent: CHF 1 683 million
Rol 1'i ng stock investnent: CHF 467 mllion

The project to create piggyback corridors across the Al ps may be
consi dered to have been conpleted as far as the lines in Switzerland are
concerned. On the Italian side, work is proceeding well on the
I sel | e- Donndossol a section. The inplenentation of the Rail 2000 project is
advancing rapidly. The wi dening of the Aarau-Rupperswil line to four tracks,
t he upgradi ng of many stations and the bringing into service of new signa
boxes have contributed considerably to increasing capacities and freeing
traffic flow
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| mportant decisions are to be taken concerning the new Al pi ne crossings

and exploratory galleries are currently under construction. |In order to nake
a clear separation of areas of conpetence, Al p Transit Gothard has been
transferred to an i ndependent branch, Alp Transit SA, which will be

operational as from May 1998.

In the rolling stock sector, the conversion of InterCity trainsets
and through trains run on a reversible basis with the addition of a
driving-control trailer should be nentioned. This system enables savings to
be made both in respect of the rolling stock and the production staff and
contributes to inproving timetable stability.

The bringing into service of the new doubl e-decker air-conditioned
| C 2000 coaches has enabl ed a consi derable inprovenent to be nade in the
passenger transport offer. The trainsets are initially being run on the
Interlaken Ost-Bern-Zirich-St.Gall |ines and between Basel and Coire. A
second series of 144 coaches will supplement the 58 coaches delivered in
late 1997.



