
Published by the Office of the Rail Regulator 

Third Edition 

September 1995 

 

 

GUIDANCE ON LICENSING OF 
OPERATORS OF RAILWAY ASSETS 



Guidance on licensing of operators of railway assets 



Guidance on licensing of operators of railway assets 

Contents 

Regulator’s foreword............................................................................................................1 

1. Contents and general information...................................................................................3 

Introduction to third edition ...........................................................................................3 

Requirement to hold licences .........................................................................................3 

Scope and subject matter of the licences .......................................................................4 

Purpose of licensing.......................................................................................................4 

Confidentiality ...............................................................................................................5 

Related legislation and other documents .......................................................................5 

Contents of guidance......................................................................................................6 

Further information........................................................................................................7 

2. The licence application process .......................................................................................9 

Process outline ...............................................................................................................9 

Initial stage...................................................................................................................10 

Checking the application/initial decision.....................................................................10 

Statutory consultation ..................................................................................................11 

Final decision ...............................................................................................................12 

Granting the licence.....................................................................................................13 

Statutory register..........................................................................................................13 

3. Licence requirements....................................................................................................15 

Agreements and arrangements required as a condition of licences.............................15 

Insurance against third party liability...........................................................................16 

Claims allocation and handling arrangements.............................................................17 

British Transport Police agreement..............................................................................18 

Through-ticketing and related arrangements ...............................................................19 

Complaints handling procedure...................................................................................20 

Policy statements requiring the Regulator's approval after licences come into force..20 

Summary......................................................................................................................21 

4. Additional information requirements ...........................................................................23 

Introduction..................................................................................................................23 

Additional financial information..................................................................................23 

Annual licence fee........................................................................................................23 



Guidance on licensing of operators of railway assets 

Additional non-financial information ..........................................................................24 

5. Change of control..........................................................................................................27 

Introduction..................................................................................................................27 

Change of control.........................................................................................................27 

Notification to the Regulator of change of control ......................................................28 

Appendix 1: Section 4 of the Railways Act 1993..................................................................31 

General duties of the Secretary of State and the Regulator .........................................31 

Appendix 2: The Railways (Licence Application) Regulations 1994....................................35 

Citation and commencement........................................................................................35 

Interpretation................................................................................................................35 

Manner of making licence applications .......................................................................36 

Lodgement of applications...........................................................................................37 

Fee payable with applications......................................................................................37 

Documents to accompany applications........................................................................37 

Manner of publishing applications...............................................................................38 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Guidance on licensing of operators of railway assets 

 

 

 

 

 

 

 





Guidance on licensing of operators of railway assets 

OFFICE of the RAIL REGULATOR • September 1995 1 

Regulator’s foreword 

1. While the railway industry was vertically integrated and all within the ownership of the 

British Railways Board, it was the Board's responsibility to set the standards and forms of 

behaviour which the different parts were expected to follow. With the restructuring of the 

industry into independent companies, such central direction can no longer apply. But the 

need to establish standards and to ensure conformity with them remains. 

2. The Railways Act 1993 provides that one of the main ways of meeting this need is through 

the licensing of operators of railway assets. Licences can be granted by the Secretary of 

State, or by the Regulator in accordance with a General Authority from or with the consent 

of the Secretary of State. The General Authority gives the Regulator the power to licence 

subsidiaries of British Rail and private sector applicants. Licences place important 

obligations on operators both towards other operators, and towards meeting the needs of end 

users. They are a vital means of ensuring that the industry is restructured on terms, which 

meet the public interest. 

3. This guidance document explains to applicants the processes to be followed in applying for a 

licence, and the requirements which have to be satisfied. It is the third edition of the 

guidance and brings together for the first time the guidance on different types of licence in a 

single volume. The format has changed in another respect. While I expect that much of the 

substance will remain unchanged for some time to come, in some areas the guidance has 

been incorporated in a form which allows is to be replaced easily to allow for the further 

development of policy. It is therefore essential that all those who make use of the guidance 

should check with the Office that the material they have is complete, and that they have the 

latest edition. 

4. The amendments, which have been made to this edition, have been based on our experience 

over recent months and the helpful suggestions made by licence applicants. I hope that all 

prospective applicants and those with an interest in the licensing regime will find it useful. 
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` My Office would welcome comments on the guidance and stand ready to answer any 

questions which licence applicants and others may have. 

 

 

 

 

JOHN SWIFT QC 

Rail Regulator 

September 1995 
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1. Contents and general information 

Introduction to third edition 

1.1 These guidance notes are intended to assist applicants for and holders of licences granted by 

the Regulator. They also deal with the relationship between operating licences and other 

arrangements which require the Regulator's approval. 

1.2 These notes are descriptive and do not themselves form part of the legal framework. While 

they aim to be as comprehensive as possible, applicants will need to refer also to the relevant 

legislation and to other documents mentioned in this Part (the "enclosures"). The Office of 

the Rail Regulator (ORR) is ready to advise or hold informal discussions on any aspect of 

the licensing procedure, either before or after an application has been made, though this will 

not bind the Regulator in relation to his decision on any application, which will always be on 

its individual merits.  

1.3 The timescales for the procedures set out in this guidance represent the minimum timescales 

within which the Regulator would expect to deal with applications. While every effort will be 

made to handle licence applications as expeditiously as possible, completion of the process 

to a particular deadline cannot be guaranteed. 

1.4 This edition of the guidance incorporates a number of changes in format and content 

compared to the last edition published in October 1994. The main change is that the four 

separate guidance notes previously published on licensing of passenger train, non-passenger 

train, station and light maintenance depot operators have been combined into a single 

document with additional information about the network licence. Most other changes are not 

material and are designed primarily to make the document easier to use and to clarify a 

number of matters on which users of the earlier editions have sought guidance. Users should, 

however, note that material changes have been made to the Guidance on Insurance Against 

Third Party Liability (Enclosure 2). Users should not rely on the earlier edition. 

Requirement to hold licences 

1.5 Section 6 of the Railways Act 1993 requires operators of trains (whether for carrying 

passengers or goods or for any other purpose), stations, networks and light maintenance 
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depots to hold a licence granted by the Secretary of State or the Regulator, unless a licence 

exemption has been granted under section 7 of the Act. Section 6(2) of the Railways Act 

1993 provides that " `operator', in relation to any railway asset, means the person having the 

management of that railway asset for the time being". It is a criminal offence to operate 

railway assets without a licence or an exemption. 

1.6  Operators who believe that an exemption might be appropriate should contact the ORR 

contacts shown in the list of contact points (Enclosure 3) for an initial discussion.  

Scope and subject matter of the licences 

1.7  Each licence contains a section (Part 1 - Scope of the Licence) setting out the types of asset 

the licence authorises the licence holder to operate and the purposes for which they may be 

operated. Schedule 2 (Subject Matter of the Licence) of the network licence further lists the 

types of networks covered by the licence. The station and light maintenance depot licences 

contain a list in Schedule 2 (Subject Matter of Licence) of the stations and light maintenance 

depots covered by the licences. There is a procedure for modifying the list. The passenger 

and non-passenger licences place no restriction on where in Great Britain trains may be 

operated. Models of each of the five types of licence which this guidance covers are in 

Enclosure 1 a-e. 

Purpose of licensing 

1.8 A licence granted under the Act is an authorisation to operate railway assets. It sets out the 

conditions with which an operator must comply to obtain and retain his authorisation and 

also sets out the circumstances which might lead to the revocation of the licence. 

1.9 In granting a licence, the Regulator must have regard to his general duties set out in section 4 

of the Act. A copy of the text of section 4 is at Appendix 1. The Regulator will wish to see 

evidence of the suitability of the applicant to operate railway assets and his ability to comply 

with the various requirements that will be placed on him (see Part 3). The grant of a licence 

does not provide any form of assurance upon which third parties may rely in relation to the 

competence or financial standing of the licence holder. 

1.10 A key piece of evidence about an operator's general competence and fitness will be his 

ability to obtain acceptance of his safety case. As a matter of policy, the Regulator will not 
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normally grant a licence until he has received confirmation from the Health and Safety 

Executive (HSE) that the operator's safety case has been accepted. In certain circumstances, 

it may be possible for a licence to be granted before a safety case has been accepted, but in 

such instances, the licence will not come into force until confirmation of acceptance of the 

safety case has been received. The Railways (Safety Case) Regulations 1994 describe the 

arrangements for obtaining acceptance of a safety case from the relevant infrastructure 

controller. The relevant infrastructure controller for most operators will be Railtrack. 

Applicants for a licence should consult the infrastructure controller in the first case about the 

information requirements and timescales for acceptance of safety cases. The contact point at 

Railtrack is given in Enclosure 3. 

1.11 In order to operate a service train operators will normally also need the benefit of access 

rights. Separate guidance notes on the procedures for obtaining the Regulator's approval of 

access agreements are available from the Office of the Rail Regulator. 

Confidentiality 

1.12 Section 145 of the Railways Act 1993 provides for information obtained under the Act to be 

disclosed in connection with legal proceedings or statutory functions. Subject to the 

provisions of section 145, information provided by applicants in relation to a licence 

application will be treated as confidential, unless the applicant agrees otherwise. 

Related legislation and other documents 

1.13 The legislation and other legal documents which form the basis of the railway licensing 

system are: 

• The Railways Act 1993; 

• The Railways (Licence Application) Regulations 1994; 

• The Railways (Safety Case) Regulations 1994; 

• The Railways (Class and Miscellaneous Exemptions) Order 1994; 

• The Railways (London Regional Transport) (Exemptions) Order 1994; 
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• The Railways (Registers) Order 1994;  

• The General Authority issued by the Secretary of State to the Regulator on 1 April 

1994. 

1.14 The Guidance to the Regulator issued by the Secretary of State on 1 April 1994 also refers to 

licensing. Copies of statutes, regulations and orders are available from HMSO. Copies of the 

General Authority and Guidance are available on request from the Librarian, Office of the 

Rail Regulator (see Enclosure 3 for address and telephone number), who also produces a list 

of all publications issued by the office. 

Contents of guidance 

1.15 The remainder of this guidance describes the licensing process and related issues as follows: 

Part 2. Licence application process: 

  describes the stages of the procedure, the publication and consultation requirements laid 

down in the Railways Act, and the manner in which the Regulator will normally expect to 

deal with representations and objections. 

Part 3: Licence requirements: 

  describes the standard licence conditions, including those which involve arrangements which 

must be approved by the Regulator and which must be in place from commencement of 

licensed operations. 

Part 4: Additional information requirements: 

  describes the information required from applicants and covers both information which is a 

requirement of the Railways (Licence Application) Regulations 1994 and other information 

which will assist the Regulator in reaching well-informed decisions. 
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Part 5: Change of control: 

  describes how the Regulator will normally expect to deal with changes in control of a licence 

holder, and summarises other circumstances in which a licence may be revoked. 

Further information 

1.16  For further information on licence application procedures or to arrange an informal 

discussion, please contact the ORR contacts shown in Enclosure 3. 
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2. The licence application process 

Process outline 

2.1 This Part describes the normal procedures which the Regulator expects to follow and 

illustrative timescales for each stage of the procedure. A summary checklist for licence 

applicants is in Enclosure 8. The first column is the minimum timescale for straightforward 

applications where all necessary information is provided in the correct form. The second 

illustrates possible timescales for more complex or contentious applications or where 

additional information is requested from the applicant. 

Week Initial stage 

0 ORR acknowledges receipt of application and application fee, informs applicant 

whether publication of application needed (see para 2.3 below) and identifies ORR 

contact. 

Weeks Checking/initial decision 

0-2/0-4 ORR checks application for completeness, seeks further information as necessary and 

takes initial decision. 

Weeks Statutory consultation 

2-6/4-8 ORR publishes a notice stating that the Regulator proposes to grant the licence (giving 

his reasons) and inviting representations or objections.  Applicant submits information 

as necessary on arrangements required to be in place on commencement of 

operations 

Weeks Final decision and grant of licence 

6-10/8-16 Representations and objections (if any) considered and discussed with the applicant. 

Regulator decides in the light of these whether to grant licence or hold further formal 

discussions before caking a final decision. Applicant submits evidence of approved 

safety case and participation in other relevant approved industry arrangements.  
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2.2 If there are no representations or objections and the applicant has provided all the 

information necessary in the correct form which would enable the Regulator to grant a 

licence, he may be able to do so within two weeks of the end of the statutory consultation 

period. 

Initial stage 

2.3 The Railways (Licence Application) Regulations 1994 are at Appendix 2. A licence 

application form with explanatory notes is enclosed separately (Enclosure 5). All intending 

applicants are encouraged to contact ORR for an initial briefing before submitting a licence 

application (see Enclosure 3 for contact names and telephone numbers). 

2.4 Section 8(3)(c) of the Railways Act 1993 requires the applicant to publish his application if 

so required by the Secretary of State. Regulation 7 of the Railways (Licence Application) 

Regulations 1994 prescribes the manner of publication. The Secretary of State does not 

currently require applications to be published. 

2.5 Every application must be accompanied by the application fee of £250.00 per licence 

prescribed in the Railways (Licence Application) Regulations 1994. 

2.6 The ORR contact identified at this stage will manage the progress of the application and will 

be the initial point of contact for any questions relating to progress or the process itself. 

Checking the application/initial decision 

2.7 Within two weeks of receipt, ORR will check the application for completeness and to ensure 

there is sufficient information for the Regulator to decide whether he is minded to  approve 

or reject the application. 

2.8 Where there are gaps in the information requested or further clarification is needed, ORR 

will aim to inform the applicant as quickly as possible, and will usually expect to allow two 

weeks for any additional information to be provided - or longer if the applicant wishes.  
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Statutory consultation 

2.9 After the 2-4 week period for the application to be considered, the Regulator will decide 

whether he is minded to approve or reject the application. If he is minded to reject the 

application, the applicant will normally be given four weeks to make further representations 

and hold discussions, after which period the Regulator will reach a decision. A decision not 

to grant a licence does not preclude a further application being made at a future date. 

2.10 If the Regulator proposes to approve the application, the applicant will be informed of the 

way in which the statutory consultation will be handled, and of the preferred timescale for 

submission of the documents and arrangements required by the licence and which the 

applicant must have in force at the commencement of licensed operations (in this guidance 

referred to as "day one arrangements"). 

2.11 The Regulator is required by section 8(4) of the Act to publish a notice saying that he 

proposes to grant a licence, giving his reasons, and specifying a period of at least 

twenty-eight days for representations or objections to be made. The notice will also normally 

list the licences for which the applicant has applied and state the applicant's address and the 

names of its directors. Twenty-eight days will normally be the specified period, but ORR 

will consult the applicant in advance if the Regulator considers that a significantly longer 

period would be more appropriate. 

2.12 The Regulator's notice must be published in a manner he considers appropriate for bringing 

it to the attention of those likely to be affected by the grant of the licence. It is likely that the 

notice will be published in the London and/or Edinburgh Gazettes, a national newspaper, a 

local government journal or publication and, in appropriate cases, a major regional 

newspaper. The notice will also be sent to: 

• The applicant; 

• Railtrack; 

• Other operators the Regulator considers may have an interest; 

• The Health and Safety Executive; 
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• The Franchising Director; 

• Local authority representative bodies; 

In the case of passenger train and station operators the notice will also be sent to: 

• Any relevant Passenger Transport Executive; 

• The Central Rail Users' Consultative Committee; 

• Any relevant Rail Users' Consultative Committee. 

2.13 Representations and objections received will normally be copied to the applicant for 

comment as they arrive unless the Regulator has been asked to treat them as confidential. 

2.14 The Regulator will normally request the applicant to submit information on third party 

liability insurance, proposed claims handling arrangements and other relevant "day one 

arrangements" as set out in Part 3, during the statutory consultation period so that there is 

sufficient time for him to consider whether to approve them. Where licensed operations are 

planned to begin some time after the licence is granted, a different timescale for submission 

and approval of "day one arrangements" may be agreed with the Regulator. All "day one 

arrangements" must be approved before the licence comes into force. 

Final decision 

2.15 Once the statutory consultation period has ended, the Regulator will consider any 

representations and objections received, have discussions as he considers necessary with the 

applicant and aim to reach a final decision within two weeks. Where representations bring to 

light any significant regulatory or other issues, the Regulator may wish to hold discussions 

jointly with the applicant and relevant third parties, or give third parties the opportunity to 

respond to the applicant's comments on their representations. The Regulator will aim to 

complete any such discussions and reach a final decision within eight weeks, though this 

could be longer if particularly complex or contentious issues are raised. 
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Granting the licence 

2.16 Before granting a licence, the Regulator will normally wish to have confirmation from the 

HSE that the applicant has an accepted safety case. The Regulator will, at the same time as 

he grants the licence, confirm approval of the "day one arrangements" relevant to the 

applicant's operations, as set out in Part 3. He will also ask the applicant to confirm that there 

have been no material changes to any of the information submitted since the date of the 

licence application. The ORR contact will normally provide a letter in template form to be 

completed and signed by the applicant confirming this. 

2.17 In cases where licences are granted before the safety case has been accepted, the licence will 

come into force once the safety case has been accepted or from the date of commencement 

of operations, whichever is the later. In the latter case, the Regulator will provide the 

applicant with a timescale for submission of relevant "day one arrangements" for approval 

before the date on which the licence is to come into force. 

Statutory register 

2.18 Section 72 of the Railways Act requires the Regulator to maintain a register of the provisions 

of every licence granted and every requirement imposed, or consent or approval given, by 

him under a licence. The register is open to public inspection between 10.00 and 16.00 on 

working days. It would be helpful if intending visitors could telephone the contact shown in 

Enclosure 3 in advance to make an appointment. 



Guidance on licensing of operators of railway assets 

September 1995 • OFFICE of the RAIL REGULATOR 14 



Guidance on licensing of operators of railway assets 

OFFICE of the RAIL REGULATOR • September 1995 15 

3. Licence requirements 

Agreements and arrangements required as a condition of licences 

3.1 This Part is in three sections: 

• paragraphs 3.5 to 3.14 cover the agreements and arrangements required as a 

condition of all the licences covered by this guidance; 

• paragraphs 3.15 to 3.21 cover additional agreements and arrangements required as a 

condition of some of the licences only; 

• paragraphs 3.22 to 3.24 cover the policy statements which must be established by the 

licensee within six months of the licence coming into force. 

3.2 Enclosure 1 contains model licences for operators of passenger trains non-passenger trams, 

stations, light maintenance depots and networks. It is not envisaged that licence conditions 

will vary to any significant extent between operators, although every case will be judged on 

its merits. 

3.3 There are a number of legally binding arrangements which operators of railway assets will 

be required to enter into as conditions of their licences and which are to have effect from the 

date the licence comes into force (in this guidance referred to as "day one arrangements"). 

They must be approved by the Regulator. The relevant arrangements and agreements are: 

• insurance against third party liability; 

• participation in approved claims allocation and handling arrangements; 

• participation in British Transport Police Agreement; 

• participation in approved arrangements for through-ticketing, telephone enquiry 

bureaux, settlement and conditions of carriage; 

• arrangements for handling complaints. 
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3.4  The Regulator will wish to have confirmation that the relevant "day one arrangements" are in 

place before the licence comes into force. In cases where licensed operations are planned to 

commence on the grant of a licence or shortly thereafter, applicants will normally be 

required to submit "day one arrangements" no later than a week after the applicant has been 

notified that the Regulator proposes to grant the licence. In other cases, a different timescale 

may be determined. 

3.5 The following paragraphs explain in more detail what the Regulator will expect to require 

from operators to approve these arrangements. 

Insurance against third party liability  

3.6 This is required under condition 2 of the passenger, non-passenger, station and light 

maintenance depot licences and under condition 1 of the network licence. 

3.7 The Guidance on Third Party Liability and Insurance at Enclosure 2 outlines the normal 

minimum requirements for such insurance to be approved. All operators will normally be 

expected to arrange cover of no less than £155 million. There is an insurance facility 

available, details of which are available from the contacts shown in Enclosure 3. The terms 

of all insurance arrangements in respect of licensed activities, including self-insurance, must 

be approved by the Regulator. 

Self-insurance 

3.8 Where an applicant is proposing to self-insure, by an excess or any other means, for any part 

of his third party liability, the information described in the paragraphs on self-insurance in 

the Guidance on Third Party Liability and Insurance must be provided. 

• summary of statistical analysis of historic and/or projected third party risk; 

• amount of self-insurance proposed; 

• total self-insurance carried on all policies held; 

• auditor's certificate certifying the ability of the applicant to meet his obligations 

under any self-insurance. 
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3.9 This information should be submitted on the form at Enclosure 6 (Notification of Intention 

to Self-Insure Part of Third Party Liability), as soon as possible and preferably no later than 

a week after the applicant has been notified that the Regulator proposes to Guidance on 

Licensing of Operators of Railway Assets approve the application. Consideration of the 

information can therefore proceed during the statutory consultation period, thereby 

minimising the risk of extending the licensing process. A different timescale may be agreed 

with the Regulator if the applicant wishes. 

Submission of insurance documentation 

3.10  At least 15 days before the commencement of licensed operations and before the licence 

comes into force, operators must submit a certificate of insurance as set out in the Guidance 

on Insurance Against Third Party Liability. Operators who are not buying into the central 

insurance facility and are making alternative arrangements are advised to submit details of 

those arrangements at the same time as the information on self-insurance to ensure that the 

Regulator has sufficient time to consider whether the proposed insurance is satisfactory and 

should be approved. Operators who are buying into the central facility need provide only the 

certificate of insurance mentioned above. 

3.11 The ORR contact will normally provide two letters in template form, one to be completed by 

the applicant and the other by his insurance broker, which serve to confirm that the 

above-mentioned arrangements have been made and which cover the documentation 

required. 

Claims allocation and handling arrangements 

3.12  This is required under condition 3 of the passenger, non-passenger, station and light 

maintenance depot licences and under condition 2 of the network licence. 

3.13 All licensed operators are required to have claims allocation and handling arrangements 

approved by the Regulator. Railway Claims Limited (RCL), a subsidiary of the British 

Railways Board (BRB), operates approved allocation and handling arrangements as agent 

for BRB, Railtrack and BRB subsidiaries. All operators may become parties to these 

arrangements if they wish by entering into an agreement with RCL. Operators who elect to 

do this must provide the Regulator with evidence satisfactory to the Regulator that 
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appropriate arrangements are in place. Further information about RCL may be obtained from 

the contact shown in Enclosure 3. 

3.14 Operators who wish to have different claims allocation and handling arrangements must 

provide the following for the Regulator's approval: 

• general description of arrangements; 

• formal agreement between operator and RCL on allocation of liability, procedures 

for resolving disputed liability and procedures for handling joint liability; 

• procedures to ensure that uncontested claims will be settled promptly, without 

waiting for any allocation of liability between operators to be agreed;  

• procedures to be followed to ensure that wrongly addressed claims are redirected to 

RCL or to the relevant operator; 

• arrangements for publicising the claims procedure. 

3.15 In general terms, the Regulator will normally expect any alternative arrangements to provide 

at least the same or comparable standards of service and settlement to claimants as that 

provided by RCL. 

3.16 To ensure sufficient time for alternative arrangements to be considered, applicants are 

advised to submit their proposals no later than one week after they have been notified that 

the Regulator proposes to approve their applications, or at such later date as the Regulator 

agrees. The ORR contact will normally provide a letter in template form to be completed and 

signed by the applicant confirming that the above-mentioned arrangements have been made 

and covering the documentation required. 

British Transport Police agreement 

3.17 This is required under condition 4 of the passenger, non-passenger, station and light 

maintenance depot licences. It is not a condition of the network licence. 
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3.18 All operators are required to enter into an agreement approved by the Secretary of State for 

the provision of core police services by the British Transport Police. The relevant contact 

points are in Enclosure 3. The Regulator will require confirmation that an applicant is party 

to an approved agreement before the licence comes into force. The ORR contact will 

normally provide a letter in template form to be completed and signed by the applicant 

confirming that the above-mentioned arrangements have been made and covering the 

documentation required. 

Through-ticketing and related arrangements 

3.19 Condition 7 of the passenger licence requires passenger train operators to participate in and 

comply with arrangements approved by the Regulator for: the sale and honouring of 

through-tickets and other tickets; 

• settlement of amounts due from the sale of through and other tickets; 

• telephone enquiry bureau services; 

• conditions of carriage for through-tickets. 

3.20 Operators may participate in the arrangements already approved by the Regulator under 

BRB's passenger licence. Further information about these arrangements may be obtained 

from the ATOC contact shown in Enclosure 3. 

3.21 Applicants proposing to operate services into London must also have approved arrangements 

for through-ticketing on to the London Underground Limited (LUL) system. A key 

additional requirement in this respect is the technical compatibility of tickets with LUL's 

automatic gating system. The Regulator has approved LUL's through-ticketing 

arrangements, including its agreements with BRB in respect of Travelcard and 

throughtickets, and will request LUL to facilitate participation in these arrangements by 

other operators. Reimbursement of LUL's reasonable costs in so doing is on the same basis 

as set out for the BRB arrangements in para 3.16 above. Further information about the LUL 

arrangements may be obtained from the contact shown in Enclosure 3. 
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3.22 The ORR contact will normally provide a letter in template form to be completed and signed 

by the applicant confirming that the above-mentioned arrangements have been made and 

covering the documentation required. 

3.23 Applicants who believe that different arrangements would satisfy this licence condition 

should consult the Regulator's office as soon as possible, so that the Regulator's requirements 

can be explained in detail. 

Complaints handling procedure 

3.24 Condition 11 of the passenger and station licences requires the licence holder to establish 

and comply with a complaints handling procedure approved by the Regulator. Subject to 

that, applicants are free to set up whatever procedures they consider best meet the needs and 

expectations of their customers and their business. The summary of principles in Enclosure 4 

provides guidance on the issues the Regulator will expect to be covered in the complaints 

handling procedures submitted to him for approval. Applicants should note, in particular, 

that the Regulator will expect the relevant Rail Users' Consultative Committee(s) to have 

been consulted on the procedures and will also expect to see specific proposals for 

publicising the procedure. Applicants are encouraged to submit their proposed procedures as 

early in the application process as possible. 

Policy statements requiring the Regulator's approval after licences come into force 

3.25  There are two licence conditions which require policies to be established by the licensee no 

later than six months after the licence comes into force:  

• Environmental Policy; 

• Disabled People's Protection Policy. 

3.26 The Environmental Policy is required under condition 5 of the passenger, non-passenger, 

station and light maintenance depot licences and under condition 4 of the network licence. 

The Disabled People's Protection Policy is required under condition 10 of the passenger and 

station licences. It is not a requirement of the non-passenger, light maintenance depot and 

network licences. 
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3.27  Environmental Guidance from the Regulator and the Regulator's Code of Practice for 

Disabled Passengers must be taken into account in preparing the two policy statements. The 

guidance documents will be sent to applicants on request. 

Summary 

3.28 The following table summarises the “day one arrangements” and “6 months policies” 

required under each licence. 

 Passenger Non-

passenger 

Station LMD Network 

“Day one arrangements”      

Third party liability insurance ü ü ü ü ü 

Claims allocation & handling arrangements ü ü ü ü ü 

British Transport Police Agreement ü ü ü ü  

Through-ticketing and related arrangements ü     

Complaints handling procedure ü  ü   

“6 months policies”      

Environmental policy ü ü ü ü ü 

Disabled People’s Protection Policy ü  ü   
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4. Additional information requirements 

Introduction 

4.1 The application form enclosed (Enclosure 5) provides a consistent format for the core 

information required by the Railways (Licence Application) Regulations 199.4. This 

information is needed to enable the Regulator to understand the scope of the proposed 

operations for which a licence is required and to provide the general financial, operating and 

organisational background of the applicant. 

4.2 This section deals with other information which is desirable in the interests of a well 

informed decision, and to enable the Regulator to calculate the annual licence fee. 

Additional financial information 

4.3 In order to carry out his licensing functions effectively and in accordance with his statutory 

duties, the Regulator wishes to have a sound understanding of the nature of the applicant's 

business. Because of the numerous interfaces and interactions between licensed operators 

and the scope for operators to affect essential industry-wide arrangements, the Regulator 

needs to be assured that the applicant understands the financial and other implications of 

railway operations and has appropriate financial standing. 

4.4 It is anticipated that these requirements will generally be satisfied by the provision of a 

banker's reference in respect of new entrants to the railway industry. The banker's reference 

should be in a form satisfactory to the Regulator (see note 56 in the Application Form 

Explanatory Notes). 

4.5 If an applicant, for any reason, cannot or does nor wish to provide a banker's reference, the 

Regulator should be notified as soon as possible so that he can consider, with the applicant, 

other proposals for gaining the assurance he requires. 

Annual licence fee 

4.6 Section 9(1)(b) of the Railways Act 1993 provides that licences may contain a condition 

requiring a fee to be paid. It is Government policy that the costs of regulation should be 
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borne by the licence holders. Licensed operators will therefore be charged an annual fee 

based on a scale determined according to turnover. A single fee will be charged in respect of 

all licensed activities taken together. Applicants are therefore asked to provide an estimate of 

their gross turnover on licensed activities for the full financial year in which the application 

is made. Where the application is made part way through a financial year, ORR will 

calculate the relevant proportion of the annual fee and notify the applicant once the licence 

has been granted. The licence application fee will be deducted from the first annual fee in 

cases where the application is successful. The scale of fees for the current financial year is at 

Enclosure 7, together with a definition of turnover. A revised scale of fees will be published 

before the beginning of each subsequent financial year. 

Additional non-financial information 

4.7 The Regulator, in carrying out his functions, has duties in relation to: 

• the protection of the interests of users of railway services; 

• the need to protect all persons from dangers arising from the operation of railways; 

• the effect on the environment of activities connected with the provision of railway 

services. 

  This means that the Regulator needs information on the competence and good repute of both 

the applicant and its senior management. He will therefore wish to have information about 

any legal or enforcement proceedings against the applicant or its senior managers. 

Applicants will be asked to provide the following information: 

• details of any criminal or legal proceedings against directors, company officers or 

major shareholders; 

• details of any current or pending litigation against the applicant; 

• details of any prosecutions or enforcement orders made by environmental agencies, 

local authorities, or the Health and Safety Executive, together with a description of 

remedial action taken or proposed. 
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4.8  Applicants should note chat the Regulator will consult the HSE in respect of any 

prosecutions or enforcement orders disclosed which appear to him to have health and safety 

implication. 



Guidance on licensing of operators of railway assets 

September 1995 • OFFICE of the RAIL REGULATOR 26 



Guidance on licensing of operators of railway assets 

OFFICE of the RAIL REGULATOR • September 1995 27 

5. Change of control 

Introduction 

5.1 Change of control of the licence holder is one of the events which may lead to a revocation 

of the licence. The change of control condition of the licence requires the licence holder to 

notify the Regulator as soon as practicable if any person obtains control of the licence 

holder. This section covers the procedures the Regulator expects to follow on a change of 

control of a licence holder in order to decide whether or not to approve that change of 

control. Schedule 1 of the licence sets out this and other circumstances in which a licence 

may be revoked by the Regulator. In most cases, not less than three months' notice of 

revocation is required, although a serious breach of the Railways (Safety Case) Regulations 

1994 is grounds for an immediate revocation. Where the licence holder is a franchise 

operator, the Regulator must consult the Franchising Director before giving notice of 

revocation. Further detailed guidance is contained in Enclosure 9 (Change of Control of 

Passenger Train Operators: Criteria and Procedures). 

Change of control 

5.2 In carrying out his licensing and other functions, the Regulator is obliged to do so in 

accordance with his statutory duties. In determining whether or not to grant a licence, the 

Regulator will treat each case on its individual merits and in doing so will give due 

consideration to a number of matters. The provision of information to him as to these matters 

and his judgements on the basis of the submitted information are important parts of the 

licence award process. In some respects, particularly in relation to financial matters, the 

Regulator requires information concerning not only the applicant, but also its parent and 

ultimate holding companies. 

5.3 A change of control of a company which already holds a licence does not necessitate the 

award of a new licence. The legal entity holding the licence remains the same. It is the 

identity of the shareholders, or at least one of them, which has changed. However, these 

changes may have a significant effect on the ability of the licence holder to continue 

properly to discharge its licence obligations. In principle, therefore, the Regulator will expect 

to approach the consideration of the exercise of his powers on a change in control in a 

number of respects as if the licence holder were in fact applying for a new licence. For 
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example, the financial information required in a new licence application will also be required 

to be submitted in the case of a change of control.  

5.4  If the alteration in its shareholdings would not, had a new licence in fact been sought, have 

led the Regulator to make a decision on the award of the licence which is different from his 

original decision to grant it, the licence holder may expect that the Regulator will approve 

the change in control.  

5.5  It is possible, however, that the change in control alters the suitability of the licence holder to 

continue to be authorised to operate railway assets of the kind covered by the licence, or 

causes the terms or conditions of that authorisation to require amendment. It may also be that 

the licence holder's arrangements to comply with certain requirements of the licence, for 

example in relation to third party liability insurance and the extent of the self-insured excess 

on its insurance policies, require alteration. If the Regulator considers that the circumstances 

following the change of control are such that it would be appropriate to revoke the licence he 

may, as an alternative, consider, in consultation with the licence holder, what amendments to 

the terms of the licence would be appropriate in order to remedy the perceived defects. It 

will be for the licence holder to decide whether or not it wishes to agree any such 

amendments as an alternative to the licence being revoked. 

5.6  The definition of "control" for the purposes of this section can be found in Part II 

(Interpretation) of the model licences in Enclosure 1. 

Notification to the Regulator of change of control 

5.7 All licence holders are strongly advised to notify the Regulator, if they are able to do so, of a 

planned or possible change of control at least 8 weeks before the change of control is 

expected to come into effect. This will, in most cases, allow sufficient time for the Regulator 

to consider whether any of the arrangements which have already been approved under the 

licence need to be changed, and for discussions on any such changes to be held with the 

licence holder, with the aim of reaching a decision on whether or not to approve the change 

of control before is comes into effect. Where a licence holder is not able to give prior 

notification, the Regulator should be informed of a change of control as soon as practicable 

after that change has taken place. 
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5.8 A different process is needed in the case of a possible change of control as a result of the 

award, by the Franchising Director, of a franchise. The Railways Act requires that the 

Regulator be consulted on the persons to whom an invitation to tender will be issued. The 

Regulator will therefore make arrangements to satisfy himself, at that stage, of the suitability 

of chose persons and the implications of their gaining control over the licence holder. 
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Appendix 1: Section 4 of the Railways Act 1993 

General duties of the Secretary of State and the Regulator 

4.-(1) The Secretary of State and the Regulator shall each have a duty to exercise the functions 

assigned or transferred to him under or by virtue of this Part in the manner which he 

considers best calculated − 

(a) to protect the interests of users of railway services; 

(b) to promote the use of the railway network in Great Britain for the carriage of 

passengers and goods, and the development of, that railway network, to the greatest 

extent that he considers economically practicable; 

(c) to promote efficiency and economy on the part of persons providing railway services; 

(d) to promote competition in the provision of railway services; 

(e) to promote measures designed to facilitate the making by passengers of journeys 

which involve use of the services of more than one passenger service operator; 

(f) to impose on the operators of railway services the minimum  restrictions which are 

consistent with the performance of his functions under this Part; 

(g) to enable persons providing railway services to plan the future of their businesses 

with a reasonable degree of assurance. 

 (2)  Without prejudice to the generality of subsection (1)(a) above, the Secretary of State and the 

Regulator shall each have a duty, in particular, to exercise the functions assigned or 

transferred to him under or by virtue of this Part in the manner which he considers is best 

calculated to protect- 

(a) the interests of users and potential users of services for the carriage of passengers by 

railway provided by a private sector operator otherwise than under a franchise 

agreement, in respect of 
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(i) the prices charged for travel by means of those services, and  

(ii) the quality of the service provided, 

in cases where the circumstances appear to the Secretary of State or, as the case may 

be, the Regulator to be such as to give rise, or be likely to give rise, to a monopoly 

situation in the passenger transport market; and 

(b) the interests of persons providing services for the carriage of passengers or goods by 

railway in their use of any railway facilities which are for the time being vested in a 

private sector operator, in respect of 

(i) the prices charged for such use; and 

(ii) the quality of the service provided. 

 (3) The Secretary of State and the Regulator shall each be under a duty in exercising the 

functions assigned or transferred to him under or by virtue of this Part− 

(a) to take into account the need to protect all persons from dangers arising from the 

operation of railways, taking into account, in particular, any advice given to him in 

that behalf by the Health and Safety Executive; and 

(b) to have regard to the effect on the environment of activities connected with the 

provision of railway services. 

 (4) The Secretary of State shall also be under a duty, in exercising the functions assigned or 

transferred to him under or by virtue of this Part to promote the award of franchise 

agreements to companies in which qualifying railway employees have a substantial interest, 

"qualifying railway employees" meaning for this purpose persons who are or have been 

employed in an undertaking which provides or provided the services to which the franchise 

agreement in question relates at a time before those services begin to be provided under that 

franchise agreement. 

 (5) The Regulator shall also be under a duty in exercising the functions assigned or transferred 

to him under this Part− 
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(a) until 31st December 1996, to take into account any guidance given to him from time 

to time by the Secretary of State; 

(b) to act in a manner which he considers will not render it unduly difficult for persons 

who are holders of network licences to finance any activities or proposed activities of 

theirs in relation to which the Regulator has functions under or by virtue of this 

 Part (whether or not the activities in question are, or are to be, carried on by those 

persons in their capacity as holders of such licences); and 

(c) to have regard to the financial position of the Franchising Director in discharging his 

functions under this Part. 

 (6) In performing his duty under subsection (1)(a) above so far as relating to services for the 

carriage of passengers by railway or to station services, the Regulator shall have regard, in 

particular, to the interests of persons who are disabled. 

 (7) Without prejudice to the generality of paragraph (e) of subsection (1) above, any 

arrangements for the issue and use of through tickets shall be regarded as a measure falling 

within that paragraph. 

 (8) For the purposes of this section, "monopoly situation" has the same meaning as it has in the 

Fair Trading Act 197311 (in this Part referred to as "the 1973 Act"), except that in relation to 

the passenger transport market− 

(a) the expression includes a monopoly situation which is limited to the passenger 

transport market in some part of the United Kingdom; and 

(b) in the application of section 7 of the 1973 Act (monopoly situation in relation to the 

supply of services) for the purposes of paragraph (a) above, references in that section 

to the United Kingdom shall accordingly be taken to include references to a part of 

the United Kingdom. 

 (9) In this section− 

                                                 

1   1973 c. 41  
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"environment" has the meaning given by section 1(2) of the 

Environmental Protection Act 1990;2 

"the passenger transport market" means the market for the supply of services for the 

carriage of passengers, whether by railway or any other 

means of transport; 

"through ticket" means- 

  (a) a ticket which is valid for a journey which 

involves use of the services of more than one 

passenger service operator; or 

  (b) a combination of two or more tickets issued at 

the same time which are between them valid for 

such a journey.  

 

                                                 

2  1990 c. 43 
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Appendix 2: The Railways (Licence Application) 
Regulations 1994 

STATUTORY INSTRUMENTS 

1994 No. 572 

TRANSPORT 

The Railways (Licence Application) Regulations 1994 

 Made 7th March 1994 

 Laid before Parliament 8th March 1994 

` Coming into force 1st April 1994 

  The Secretary of State, in exercise of the powers conferred on him by sections 8(3) and 

143(3) of the Railways Act 19933 and of all other powers enabling him in that behalf, after 

consultation with the Rail Regulator and the Director of Passenger Rail Franchising in 

accordance with section 8(8) of that Act, hereby makes the following Regulations:-  

Citation and commencement 

1.  These Regulations may be cited as the Railways (Licence Applications) Regulations 1994 

and shall come into force on 1st April 1994. 

Interpretation 

2.- (1) In these Regulations, 

"application" means an application for a licence; 

                                                 

3  1993 c.43. See section 83 for the definition of “prescribed”. 
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"the Act" means the Railways Act 1993. 

 (2) In these Regulations, any reference to a numbered regulation shall mean the regulation 

bearing that number in these Regulations and any reference in a regulation to a numbered 

paragraph is a reference to the paragraph bearing that number in that regulation. 

Manner of making licence applications 

3.- (1) Every application 

(a) shall be in writing; 

(b) shall specify in full the name of the applicant and his address (being, in the case of a 

company, the address of its registered or principal office); 

(c) shall specify the railway assets, or class or description of railway assets, of which the 

applicant wishes to be authorised to be the operator; 

(d) shall describe the activities which the applicant wishes to carry out pursuant to the 

licence; 

(e) shall specify every licence held, and every licence applied for, by the applicant; 

(f) shall be signed by or on behalf of the applicant. 

 (2) Every application shall specify any bankruptcy order, as defined in section 381(1) of the 

Insolvency Act 19864, which has at any time been made against the applicant, or, where the 

applicant is a company, against the directors for the time being of that company. 

 (3) Every application made by a company shall specify- 

(a) the amount of any issued share capital of that company and the full name and 

 address of every person owning more than 3% of that issued share capital; and 

                                                 

4  1986 c.45. [DET 6894] 
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(b) the full name and address of every director of that company; 

  and, where any such person or any such director is a company, the address shall be that of 

the registered or principal office of that company. 

Lodgement of applications 

 4. Every application shall be addressed to the Regulator and shall be delivered to or sent by 

pre-paid post to the principal office of the Regulator. 

Fee payable with applications 

 5. The fee to accompany an application shall be £250. 

Documents to accompany applications 

6.- (1) Subject to paragraph (2), every application shall include the following documents 

(a) the most recent audited financial statements of the applicant (in this regulation 

referred to as the "audited accounts"); 

(b) the audited financial statements of the applicant for the two financial years preceding 

that to which the audited accounts relate; 

(c) an interim financial statement whether audited or not for the period or any part of the 

period from the end of the financial year in respect of which the audited accounts 

relate, up to the date of the application. 

 (2) Where the applicant is a subsidiary undertaking, the application shall include the following 

documents 

(a) the most recent audited group accounts (in this regulation referred to as "the latest 

audited group accounts") in respect of the group of which the subsidiary undertaking 

forms part; 
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(b) the audited group accounts in respect of that group for the two financial years 

preceding that to which the latest audited group accounts relate; 

(c) an interim financial statement for that group, whether audited or not, for the period or 

any part of the period from the end of the financial year in respect of which the 

audited group accounts relate to the date of the application. 

 (3) The audited accounts, the latest audited group accounts, the audited financial statements 

referred to in paragraph (1)(b) and the audited group accounts referred to in paragraph (2)(b) 

shall include any audited consolidated financial statements or accounts for the relevant 

periods. 

 (4) In this regulation – 

"the 1985 Act" means the Companies Act 19855; 

"group"  has the meaning given by section 262 of the 1985 Act6; 

the expression  

"group accounts" has the same meaning as it has in section 227 of the 1985 

Act7;  

"subsidiary undertaking" has the meaning given by section 258 of the 1985 Act8. 

Manner of publishing applications 

7.- (l) If the Secretary of State requires that an application be published by the applicant pursuant to 

section 8(3)(c) of the Act, the manner of publication shall be in accordance with paragraph 

(2). 

                                                 

5  1985 (c.6)  

6  Section 262 was inserted by section 22 of the Companies Act 1989 (c.40)  

7 Section 227 was inserted by section 5(1) of the Companies Act 1989 

8 Section 258 was inserted by section 21(1) of the Companies Act 1989 
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 (2) There shall be published at least once in the London Gazette, the Edinburgh Gazette and in 

one or more newspapers whose circulation (together) covers the whole of Great Britain a 

notice containing the following particulars-- 

(a) a statement that the applicant has made an application for a licence under the Act; 

(b) the information referred to in regulation 3(1)(b) and (e), and a summary of the 

information referred to in regulation 3(1)(c) and (d), contained in the application;  

(c) a statement that the application has been sent to the Regulator and the address of the 

principal office of the Regulator. 

 

Signed by the authority of the 

Secretary of State for Transport 

 

 

 Roger Freeman

 Minister of State, 

7th March 1994 Department of Transport 
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EXPLANATORY NOTE 

(This note is not part of the Regulations) 

  These Regulations prescribe the manner in which applications for a licence to operate a 

railway asset under section, 8 of the Railways Act 1993 are to be made, including the 

documents which are to be submitted and the manner in which applications are to be 

published, if required by the Secretary of State under section 8(3)(c) of that Act. Every 

application for a licence is to be sent to the Rail Regulator whose principal office at the time 

these Regulations come into force is 1 Waterhouse Square, 138-142 Holborn, London  

EC1N 2QT. The fee to be paid with each application is £250. 

 

 


