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THE CHILTERN RAILWAY COMPANY LIMITED 

Directors' report 
for the year ended 31 December 2011 

The directors present their report and the financial statements for the year ended 31 December 20 II 

Prmc1pal activities 

The Chi Item Railway Company Limited IS a wholly owned subsidiary of M40 Trams Limited 

The pnnc1pal activity of the company IS the operatiOn of passenger railway services pnmar1ly between towns m the M40 
corndor and London Marylebone and between Aylesbury and London Marylebone 

There have not been any significant changes m the company's prmc1pal actiVIties m the period under review The directors 
are not aware at the date ofth1s report, of any maJor changes m the company's actiVIties expected m the next year 

Busmess review 

The company's profit and loss account on page 7 shows a loss on ordmary activities before taxatiOn of £57 8m compared 
to a loss m 20 I 0 of£ 17 Om This IS mamly due to 1mparrment charges, relatmg to the tangible fixed assets, of £34 7m m 
the penod (2010 £186m) The Imparrment charge has been measured by comparmg the carrymg value of the fixed assets 
m the mcome generatmg umt with the higher of the assets net realisable value and discounted future cash flows (m order to 
estimate the value muse) A pre-tax, nommal discount rate of 10 2% has been applied to the forecast future cash-flows 

The turnover for the year showed significant growth but not as much as forecast The forecast growth was adversely 
Impacted by weekend construction work for ProJeCt Evergreen 3, mcludmg two full blockades of the \me The new 
enhanced timetable was mtroduced on 5 September 2011 The company suffered a significant shortfall agamst budget m 
passenger mcome due to the severe disruptiOn to Its weekend services, as well as much lower levels of GOP growth and the 
depressed state of the economy 

The company's underlymg performance showed a growth m passenger mcome of 7 2% over the previous year after 
adJustmg for the 52 week penod m 20 II compared to a 51 week penod m 20 I 0 

The balance sheet on page 9 shows that the company's financial posiiion at the penod end reflects a net deficit of £67 5m 
(20 I 0 net deficit of£ II 8m) This takes account of the actuanal loss of £9 I m on the pensiOn scheme and the net loss after 
tax of £46 6m The cash position has decreased by £7 3m on the previOus penod 

The directors believe that preparmg the financial statements on the gomg concern basis IS appropnate due to the contmued 
financial support of DB Mobility Logistics AG (an mtennedmte parent company, wh1ch IS a wholly owned subsidiary of 
Deutsche Bahn AG) The directors have received confirmatiOn that DB Mobility Logistics AG mtends to support the 
company for at least one year after these financial statements are signed 

Results and d1v1dends 

The loss for the year, after taxatiOn, amounted to £46,611,000 (2010- loss£ 16,475,000) 

The drrectors did not recommend the payment of any d1v1dends dunng the year (20 I 0 £NIL) 
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THE CHILTERN RAILWAY COMPANY LIMITED 

Directors' report 
for the year ended 31 December 2011 

Directors 

The directors who served dunng the year and up to the date of s1gnmg the financial statements were 

A Shooter (resigned 19 December 2011) 
AD Allen 
G P Cross 
C M MarJonbanks 
TMAbleman 
IS Baxter 
S J Murphy 
R W Bnghouse (appomted 16 May 2011) 
K E A Doughty (resigned 23 August 2011) 
A Furlong (appomted I January 2012) 
R W Holland (appomted I January 2012) 

Prmcipal risks and uncertainties 

The general uncertamty and lack of confidence m the UK economy, lmked to a high proportiOn of the cost base bemg fixed 
and competitive pressures could undermme the company's future profitability 

Key Performance indicators 

Passenger mcome growth of 7 2% (20 10 4 6%) This was after adJustmg for the 52 week penod m 20 II compared to a 51 
week penod m 2010 

Pubhc Performance Measurement was 92 8% (20 I 0 94 2%) The Pubhc Performance Measure IS a natiOnal mdiCator of 
the percentage of trams arnvmg at their destmatwn Withm 5 mmutes of scheduled time The natiOnal average IS 91 1% 
(2010 90 7 %) Customer Satisfaction Ratmg was 88% (2010 90%) The Customer Satisfaction ratmg IS another natiOnal 
performance md1cator conducted mdependently The average nationally for tram operatmg companies was 84% (2010 
84%) 

Future development 

Followmg ProJect "Evergreen I" m 2002 which re-mstated double track on the Ch1ltem mam lme between Aynho and 
B1cester and "Evergreen 2" m 2006 which Improved lme capacity between London and B1cester, mcludmg extra platforms 
at Marylebone StatiOn, "Evergreen 3" was agreed on 15 January 2010 

The Department of Transport ("OFT''), Ch1ltem Rmlways and Network Rail agreed to a £273m upgrade of the Ch1ltem 
mam lme This consists of two phases The first phase which started m January 2010 IS to dehver faster tram services from 
B1nnmghain to London Marylebone These mcluded upgrades to track, a new platform at BICester North, new cross-overs 
at three locatiOns and a new two-track railway through South Rmshp The second phase constitutes the upgrade of the 
ex1stmg lme between B1cester and Oxford and the creatiOn of a new hnk between the Ch1ltem lme and the B1cester to 
Oxford I me This will mclude the reconstructiOn of statwn at B1cester Town, and the creatiOn of a new statiOn at Water 
Eaton Parkway This IS scheduled for completiOn by 2014 
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THE CHILTERN RAILWAY COMPANY LIMITED 

Directors' report 
for the year ended 31 December 2011 

Future development (continued) 

The first phase of the proJect was fully commiSSioned and accepted mto serv1ce by Network Ra1l m December 20 II The 
company has rece1ved cla1ms from 1ts pnnc1pal contractor, BAM Nuttall, for Phase I amountmg to £50m These clauns 
have fa1led to be substantiated and are therefore repudiated by the company The company's adv1smg lawyers support th1s 
poSitiOn Followmg the legal adv1ce rece1ved and the directors' assessment of the validity of the cla1ms, no provisiOn has 
been deemed necessary w1thm the financial statements Furthermore the directors cons1der that there are potential counter 
cla1ms for liqUidated damages and other contractual clauns agamst BAM by the company to recover mcremental costs 
mcurred 

A Transport and Works Act order for the second phase IS expected to be made th1s summer The second phase of the 
proJect may alter m des1gn dependant on Government proposals for the new East-West raJ! hnk 

Impairment 

Lower sales growth due to lowermg econom1c forecasts and the planned delay m Evergreen 3 tnggered Ch1ltem's 
management to examme the carrymg value of 1ts assets aga]nst the1r recoverable amount (wh1ch IS the h1gher of net 
realisable value and forecasted future discounted cash flows to the end of the franch1se, m 2021) As a result an 1mpa1rment 
charge of £347m (2010 £186m) agamst tang1ble and mtang1ble assets has been recogn1sed The pre-tax we1ghted 
average cost of cap1tal used m these calculatiOns IS I 0 2% 

Financial r1sk management 

CompetitiVe pressure IS a contmumg nsk for the company The company manages th1s nsk by prov1dmg value added 
servtces to tts passengers It mamtams strong relatiOnshtps w1th Its customers and has a programme of contmuous 
Improvement and mnovatton m Its servtce provtsiOn Thts ts supported by mvestments on trams and enhanced car parkmg 
capactty, along wtth s1gmficant mvestment m marketmg support acttvlttes 

Pnce nsk 

Fare changes are a m1x of regulated (hnked to RPI) and unregulated fares Pay awards are linked to RPI 

The company IS also exposed to fluctuatiOns m fuel pnces In order to mitigate th1s nsk the company enters mto forward 
contracts to hedge 1ts position 

Liquidity nsk 

DB Mob1hty LogistiCS AG prov1des all of the DB Regw UK group's (wh1ch compnses of The Ch1ltem Ra1lway Company 
L1m1ted, DB Regw Tyne and Wear Limited, M40 Trams L1m1ted, and DB Regw UK L1m1ted) fundmg fac1ht1es Th1s 
mcludes fundmg for proJects workmg capital, capital expenditure and any tradmg losses 

DB Mob1hty Log1s!Jcs AG also acts as financ1al guarantor on all performance and hqUJdJty bonds to the OfT LiqUidity nsk 
IS managed w1thm the busmess v1a regular workmg cap1tal and cash flow analysiS, wh1ch IS rev1ewed at board level 

As noted above there IS a potential exposure to cla1ms agamst the company relatmg to the Evergreen 3 proJeCt However, 
the company fully reJeCt the vahd1ty of these cla1ms 

Company's policy for payment of cred1tors 

It 1s the company's pohcy to settle the terms of payment with suppliers when agreemg the terms of the transactiOn, to 
ensure that supphers are aware of these terms and to ab1de by them Trade creditors at the penod end amount to 38 (2010 
29) days of average supphes for the penod 
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THE CHIL TERN RAILWAY COMPANY LIMITED 

Directors' report 
for the year ended 31 December 2011 

Employee mvolvement 

The company recogmses that 1ts employees are key to 1ts success and 1s committed to creatmg a workmg environment 
where everyone has the opportunity to learn, develop and contnbute to the success of the company, workmg wtthm a 
common set of values 

The company contmues to atm to be an employer of chmce and to employ a dtverse workforce with the sktlls, abthttes and 
attitudes to meet bus mess objectives and needs The company's aim IS to provide appropnate remuneratiOn, benefits and 
conditions of employment whtch Will serve to attract, retam, motivate and reward such employees 

The company has, subject to the restramts of commercial confidentiality, contmued tts pohcy of employee mvolvement, by 
makmg mfonnatwn available to employees on a regular basts regardmg recent and probable future developments and 
busmess achvtties 

Going concern 

The directors believe that prepanng the financial statements on the gomg concern basts IS appropnate due to the contmued 
financial support of DB Mobility Logtsttcs AG (an mtennedtate parent company, whtch IS a wholly owned substdtary of 
Deutsche Bahn AG) The directors have received confirmatiOn that DB Mobility Logtsttcs AG mtends to support the 
company for at least one year after these financial statements are stgned 

Statement of dtrectors' responsibilities 

The directors are responsible for preparmg the Directors' report and the financial statements m accordance wtth applicable 
law and regulatiOns 

Company law reqmres the dtrectors to prepare financial statements for each financtal year Under that law the dtrectors 
have prepared the financial statements m accordance wtth Umted Kmgdom Generally Accepted Accountmg PractiCe 
(Umted Kmgdom Accountmg Standards and applicable law). Under company law the directors must not approve the 
financial statements unless they are satisfied that they gtve a true and fair vtew of the state ofaffatrs of the company and of 
the profit or loss of the company for that penod In preparmg these financial statements, the directors are reqUired to 

• select sUitable accountmg policies and then apply them consistently, 

• make JUdgments and accountmg estimates that are reasonable and prudent, 

• state whether applicable UK Accountmg Standards have been followed, subject to any matenal departures 
dtsclosed and explamed m the financ13l statements 

The dtrectors are responsible for keepmg adequate accountmg records that are sufficient to show and explam the 
company's transactiOns and dtsclose wtth reasonable accuracy at any time the financial position of the company and enable 
them to ensure that the financtal statements comply wtth the Compames Act 2006 They are also responsible for 
safeguardmg the assets of the company and hence for takmg reasonable steps for the preventiOn and detectiOn of fraud and 
other megulanttes 
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THE CHIL TERN RAILWAY COMPANY LIMITED 

Directors' report 
for the year ended 31 December 2011 

Provision of mformatwn to auditors 

Each of the persons who are dtrectors at the ttme when thts Duectors' report IS approved has confirmed that 

• so far as that director IS aware, there IS no relevant audtt mfonnatton of which the company's auditors are unaware. 
and 

• that duector has taken all the steps that ought to have been taken as a dtrector m order to be aware of any 
mfonnat10n needed by the company's audttors m connectiOn with preparmg theu report and to estabhsh that the 
company's audttors are aware of that mformat1on 

Th1s report was approved by the board on 26 Apnl 2012 and s1gned on 1ts behalf 

A Furlong 
Dtrector 

Page 5 



THE CHILTERN RAILWAY COMPANY LIMITED 

Independent auditors' report to the members of The Chiltern Railway Company Limited 

We have audited the financial statements of The Chi Item Railway Company Limited for the year ended 31 December 20 II 
which compnse the profit and loss account, the statement of total recognised gams and losses, the balance sheet and the 
related notes The financial reportmg framework that has been applied m their preparatiOn IS applicable law and Umted 
Kingdom Accounting Standards (Umted Kmgdom Generally Accepted Accountmg Practice) 

Respective responsibilities of directors and auditors 
As explamed more fully m the statement of directors' responsibilities set out on page 4, the directors are responsible for the 
preparatiOn of the financial statements and for being satisfied that they g1ve a true and fair VIew Our responsibility IS to 
audit and express an opm10n on the financial statements In accordance With applicable law and InternatiOnal Standards on 
Auditing (UK and Ireland) Those standards reqmre us to comply With the Auditing Practices Board's Ethical Standards for 
Auditors 

This report, Including the opiniOns, has been prepared for and only for the company's members as a body m accordance 
with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose We do not, m g1vmg these opmwns, 
accept or assume responsibility for any other purpose or to any other person to whom this report IS shown or mto whose 
hands It may come save where expressly agreed by our pnor consent m wntmg 

Scope of the audit of the financial statements 
An audit mvolves obtammg evidence about the amounts and disclosures In the financial statements sufficient to give 
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or error 
This mcludes an assessment of whether the accounting policies are appropnate to the company's circumstances and have 
been consistently applied and adequately disclosed, the reasonableness of significant accountmg estimates made by the 
directors, and the overall presentatiOn of the financial statements In additiOn, we read all the financial and non-financial 
InformatiOn In the Directors' report to Identify matenal mconsistencies With the audited financial statements If we become 
aware of any apparent matenal misstatements or mconststenctes we constder the tmphcatiOns for our report 

Opmion on financ1al statements 
In our optmon the financtal statements 

give a true and fair view of the state of the company's affairs as at 31 December 2011 and of Its loss for the year 
then ended, 
have been properly prepared m accordance With Umted Kmgdom Generally Accepted Accountmg Practice, and 
have been prepared m accordance with the requirements of the Companies Act 2006 

Opimon on other matter prescnbed by the Compames Act 2006 
In our opm10n the mfonnat1on given m the directors' report for the financial year for which the financial statements are 
prepared IS consistent With the financial statements 
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THE CHILTERN RAILWAY COMPANY LIMITED 

Independent auditors' report to the members of The Chiltern Railway Company Limited 

Matters on which we are required to report by exceptiOn 
We have nothmg to report m respect of the followmg matters where the Companies Act 2006 reqmres us to report to you If, 
m our opmton 

adequate accountmg records have not been kept, or returns adequate for our audit have not been received from 
branches not VISited by us, or 
the financtal statements are not m agreement w1th the accountmg records and returns, or 
certam dtsclosures of dtrectors' remuneration spectfied by law are not made, or 
we have not received all the mformatwn and explanatiOns we require for our aud1t 

R l".lA <V\.a.~ 
B1ll MacLeod (Semor statutory aud1tor) 

for and on behalf of 
PncewaterhouseCoopers LLP 

Chartered Accountants and Statutory Auditors 

89 Sandyford Road 
Newcastle upon Tyne 
NEI 8HW 

27 Apnl2012 
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THE CHILTERN RAILWAY COMPANY LIMITED 

Profit and loss account 
for the year ended 31 December 2011 

TURNOVER 

Cost of sales 

GROSS PROFIT 

Admtmstrattve expenses 

Other operatmg mcome 

Other operatmg expenses 

EXCEPTIONAL ITEMS 

lmpatrment of tangtble fixed assets 

lmpatrment of mtangtble fixed assets 

OPERATING (LOSS)/PROFIT 

Interest recetvable and stmtlar mcome 

Interest payable and stmtlar charges 

LOSS ON ORDINARY ACTIVITIES BEFORE TAXATION 

Tax on loss on ordmary actiVIties 

LOSS FOR THE FINANCIAL YEAR 

All amounts relate to contmumg operations 

Note 

1,2 

3 

4 

4 

12 

12 

8 

9 

10 

19 

Year ended 31 
December 20I 1 

£000 

I28,8I2 

(I26,727) 

2,085 

(I4,382) 

66,718 
(76,868) 

(22,447) 

(34,700) 

(57,147) 

1,874 

(2,573) 

(57,846) 

ll,235 

(46,6ll) 

51 weeks ended 
31 December 

2010 
£000 

123,080 

(106,809) 

16,271 

(12,632) 

56,041 
(57,418) 

2,262 

(18,076) 

(567) 

(16,381) 

1,564 

{2,155) 

(16,972) 

497 

(16,475) 

There ts no matertal dtfference between the results stated m the profit and loss account and thetr htstortcal cost equtvalents 

The notes on pages II to 30 form part of these financtal statements 
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THE CHILTERN RAILWAY COMPANY LIMITED 

Statement of total recognised gains and losses 
for the year ended 31 December 2011 

Year ended 31 

LOSS FOR THE FINANCIAL YEAR 

Deferred tax attributable to actuarial loss 

Actuanalloss on pensiOn schemes 

TOTAL RECOGNISED GAINS AND LOSSES RELATING TO 
THE YEAR 

The notes on pages II to 30 form part of these financial statements 

23 

23 

December 20 II 
£000 

(46,611) 

3,214 

(12,300) 

(55,697) 

51 weeks ended 
31 December 

2010 
£000 

(16,475) 

(2, 1 00) 

(18,575) 
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THE CHILTERN RAILWAY COMPANY LIMITED 
Registered number: 3007939 

Balance sheet 
as at 31 December 2011 

2011 
Note £000 £000 

FIXED ASSETS 

lntangoble assets II 

Tangoble assets 12 17,261 

17,261 

CURRENT ASSETS 

Stocks 13 2,567 

Debtors 14 43,942 

Cash at bank and m hand 974 

47,483 

CREDITORS: amounts falhng due wothm one 
year 15 (56,158) 

NET CURRENT (LIABILITIES)/ ASSETS (8,675) 

TOTAL ASSETS LESS CURRENT LIABILITIES 8,586 

CREDITORS: amounts falhng due after more 
than one year 16 (71,586) 

PROVISIONS FOR LIABILITIES 

Net pensoon (deficot)/surplus (4,525) 

NET LIABILITIES (67,525) 

CAPITAL AND RESERVES 

Called up share capotal 18 2,150 

Profit and loss account 19 (69,675) 

SHAREHOLDERS' DEFICIT 20 (67,525) 

2010 
£000 £000 

41,205 

41,205 

2,506 

35,263 

8,243 

46,012 

(45,292) 

720 

41,925 

(58,853) 

5,100 

(11,828) 

2,150 

(13,978) 

(11,828) 

The financoal statements were approved and authonsed for ossue by the board and were sogned on Its behalf on 26 Apnl 
2012 

A Furlong 
Director 

The notes on pages II to 30 form part of these financoal statements 
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THE CHILTERN RAILWAY COMPANY LIMITED 

l. ACCOUNTING POLICIES 

Notes to the financial statements 
for the year ended 31 December 2011 

l l Bas1s of preparation of financial statements 

The financml statements are prepared on the gomg concern bas1s under the h1stoncal cost conventlon, and m 
accordance w1th The Compames Act 2006 and apphcable accountmg standards m the Umted Kmgdom A 
summruy of the pnnc1pal accountmg pohc1es adopted by the d>rectors, IS shown below The accountmg 
pohc1es have been apphed consistently other than where 1t has been disclosed that other pohc1es have been 
adopted 

The directors beheve that prepanng the financ1al statements on the gomg concern bas1s IS appropnate due to 
the contmued financ1al support of DB Mob1hty Log1st1cs AG (an mterrned1ate parent company, wh1ch IS a 
wholly owned subs1d1ruy of Deutsche Bahn AG) The directors have receiVed confirrnatwn that DB Mob1hty 
Log1st1cs AG mtend to support the company for at least one year after these financ!al statements are s1gned 

1.2 Cash flow 

The company IS a wholly-owned subs1d1ruy of Deutsche Bahn AG and 1s mcluded m the consohdated financ1al 
statements of Deutsche Bahn AG, which are pubhcly ava1lable Consequently, the company has taken 
advantage of the exemptwn from preparmg a cash flow statement under the terms of FRS I 

1.3 Turnover 

Turnover IS the amount receiVable relatmg to the penod by the company for goods supphed and serv1ces 
prov1ded, excludmg Value Added Tax and trade d1scounts All turnover IS denved m the Umted Kmgdom 
Any amounts rece1ved not relatmg to the penod are deferred and released w1thm the penod they relate to 
Income IS accrued for any serv1ces prov1ded and not yet b11led 

Turnover reflects the followmg 

(1) Passenger mcome represents agreed amounts attnbuted to the company by the mcome allocatwn 
systems of the Ra1lway Settlement Plan L1m1ted prmc1pally m respect of passenger rece1pts, based on deta1led 
surveys of passenger flows The attnbuted share of season t1cket mcome IS deferred w1thm creditors and 
released to the profit and loss account over the hfe of the relevant season t1cket 

(n) Revenue m UK Ra1l mcludes franch1se subs1dy rece1pts from the Department for Transport (Off) and 
amounts rece1vable under franchise revenue support arrangements Franch1se premmm payments to the DIT 
for amounts due under the terms of a franch1se are mcluded w1thm cost of sales 

(m) Income IS also denved from car park mcome, catenng, commtsstons, compensation from projects and 
other serv1ces and IS recogmsed m the profit and loss account upon completwn of the serv1ce 

1.4 Intangible fixed assets and amortisation 

Intangible assets are held at cost net of 1mpa>rment charges and amortised over the remammg hfe of the 
franch1se At 3 I December 20 I I, these assets were fully 1mpa1red 
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THE CHILTERN RAILWAY COMPANY LIMITED 

Notes to the financial statements 
for the year ended 31 December 2011 

I. ACCOUNTING POLICIES (continued) 

1.5 Tangible fixed assets and depreciation 

Tangible fixed assets are stated at cost less accumulated depreciatiOn Depreciation IS provided at rates 
calculated to write off the cost of fixed assets, less their estimated residual value, over their expected useful 
hves on the followmg bases 

Leasehold Improvements 
Plant and eqUipment 

Freehold land IS not depreciated 

straight lme between 5 and 50 years 
straight I me between 3 and 40 years 

Infrastructure Improvements under construction are not depreciated until commtsstoned 

Impairment charges have been mcurred on tangible fixed assets m the current year and pnor year 

The Impairment charge has been measured by comparmg the carrymg value of the fixed assets m the mcome 
generatmg umt With the higher of the assets net realisable value and discounted future cash flows (m order to 
estimate the value m use) A pre-tax, nom mal discount rate of I 0 2% has been apphed to the forecast future 
cash-flows 

Management have proJected the cash-flows to the end of the franchise m 2021 Management have used their 
latest budget which sets out a detailed plan for the years 2012 to 2016 as a basis for the cash-flow proJeCtiOns 
A constant growth rate of 6 0% has then been apphed to revenues for the penod 2016 to 2021 This figure has 
been denved by means of analysmg forecast economic growth and mflatwn, along w1th the past performance 
of the company relative to these measures Operatmg costs have been proJected to mcrease at the forecast rate 
of 4% to support the revenue hoe and at the rate of mflatwn for all other costs 

As a result of managements assessment, the recoverable amount for the purposes of the 1mparrrnent 
calculations was deemed to be the net realisable amount of the assets In estimatmg the net realisable amount, 
the directors beheve there IS no matenal difference between the book value and the market value of the 
freehold land 

1.6 Operatmg leases 

Assets held under finance leases and other similar contracts, which confer nghts and obhgatwns similar to 
those attached to owned assets, are cap1tahsed as tangible fixed assets and are depreciated over the shorter of 
the lease terms and their useful hves The capital elements of the future lease obhgatwns are recorded as 
habihties, while the mterest elements are charged to the profit and loss account over the penod of the leases to 
produce a constant rate of charge on the balance of capital repayments outstandmg All other leases are 
regarded as operatmg leases and the payments made under them are charged to the profit and loss account over 
the lease term 

1.7 Stocks 

Stock IS stated at the lower of cost and net realisable value on a FIFO basis In determmmg the cost of raw 
matenals, consumables and goods purchased for resale, the h1stoncal cost 1s used 
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THE CHILTERN RAILWAY COMPANY LIMITED 

Notes to the financial statements 
for the year ended 31 December 2011 

I. ACCOUNTING POLICIES (contmued) 

1.8 Deferred taxation 

Full proviSion IS made for deferred tax assets and liabilities ansmg from all t1mmg differences between the 
recogmt10n of gams and losses m the financial statements and recogmtiOn m the tax computatiOn 

A net deferred tax asset IS recognised only If It can be regarded as more hkely than not that there will be 
suitable taxable profits from which the future reversal of the underlying timmg differences can be deducted 

Deferred tax assets and liabilities are calculated at the tax rates expected to be effective at the time the llmmg 
differences are expected to reverse 

Deferred tax assets and liabilities are not discounted 
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THE CHILTERN RAILWAY COMPANY LIMITED 

Notes to the financial statements 
for the year ended 31 December 2011 

1. ACCOUNTING POLICIES (continued) 

1.9 Pensions 

Defined benefit schemes The company operates a defined benefit scheme prov1dmg benefits based on final 
pensiOnable pay under the term of the franchise agreement The company became the relevant tram operatmg 
company m 2002 as designated employer of The Ch1ltem Railway Company Limited sectiOn and The Chi Item 
Railway Company Limited (Mamtenance) sectiOn of the Railways Pension Scheme ("RPS") and must make 
contnbutwns durmg the franchise term to both sections m accordance with the contnbutwn schedule agreed 
between the company and the Trustees 

On transfer of a franchise, the only obligation of the franchisee IS to have paid the required contnbutwns 
durmg the franchise penod Therefore, the surplus or deficit m the sectiOn ex1stmg at the end of the franchise 
IS taken on by the subsequent franchisee As the franchisee has no obligation m relatiOn to pensiOn 
contnbutwns after the expiry date of the of the franchise, only the proportiOn of the deficit expected to be 
funded by the franchisee over the franchise term IS recognised on commencement of the franchise and at 
subsequent balance sheet dates At the commencement of the company's franchise, a surplus was recogmsed 

The company has no nghts or obligatiOns m respect of the sectiOns of the RPS penswn scheme followmg 
expiry of the current franchise Therefore the pension deficit (or surplus) recognised for relevant sectiOns of 
the RPS only represents that part of the net deficit (or surplus) of each section that the company IS obliged to 
fund (or expected to recover) over the hfe of the franchise to which the section relates Where the surplus IS 
fully recoverable over the life of the franchise, no restnctwn to surplus IS made 

The company accounts for the defined benefit schemes m accordance With FRS 17 "Retirement Benefits" The 
obligatiOns are measured at discounted present value whilst plan assets are recorded at market value The 
operatmg costs of such plans are mcluded w1thm operatmg profit and the financmg costs are mcluded m 
finance mcome, servtce costs are spread systematically over the hves of the employees and financmg costs are 
recognised m the penods m which they anse Actuarial gams and losses are recognised Immediately m the 
statement of total recogmsed gams and losses 

A full actuanal valuatiOn IS undertaken tnenmally for the RPS with the surplus/deficit bemg updated annually 
by mdependent actuaries usmg the projected umt credit method The nature of the agreement means that the 
Company will not be responsible for fundmg any deficit remammg w1thm the Scheme at the end of the 
franchiSe penod, nor Will the company receive any benefit from any surplus existing at the end of the franchiSe 
penod As such, the deficit (surplus) w1thm the Scheme m each year has been calculated as the amount that 
expected future company contnbutwns exceed (fall short ol) expected future company service costs over the 
expected penod of the franchise 

When the conditiOns relatmg to the award of a franchise require the company to assume legal respons1b11Iry for 
any penswn deficit or surplus that exiSts at that pomt in time, the company recognises an asset or 1Iab11Iry 
representmg the fair value of the related pensiOn deficit or surplus that the company expects to fund dunng the 
franchise penod When a pensiOn surplus exists at the start of the franchise as a result ofbemg able to reduce 
future contnbut1ons to the scheme, a correspondmg liability (classified w1tlnn accruals) IS recogniSed 

Defined contnbutwn scheme The company commenced operatmg a defined contnbutwn scheme m 2003 
The cost of a defined contnbutwn scheme IS equal to the contnbutwns payable to the scheme for the 
accountmg penod The cost IS recogmsed w1thm operatmg profit m the profit and loss account 

Further mformatwn on pension arrangements IS set out m note 23 to the financial statements 
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THE CHILTERN RAILWAY COMPANY LIMITED 

Notes to the financial statements 
for the year ended 31 December 2011 

1. ACCOUNTING POLICIES (continued) 

1.10 Capital grants 

Capital based government grants are mcluded w1thm accruals and deferred mcome m the balance sheet and 
credited to the profit and loss account over the estimated useful economiC hves of the assets to which they 
relate 

1.11 Capitalised mterest 

Interest costs on borrowmgs used to fund the constructiOn of mfrastructure assets are cap1tahsed durmg the 
constructiOn penod Capttahsahon ceases on commisstomng 

1.12 Evergreen 3 project 

Accountmg for the contract w1th Network Rail ("NR") has been spht mto two elements 

The first element relates to the physical constructiOn of railway mfrastructure which IS fully subcontracted The 
second element relates to the rendenng of proJect related serv1ces to Network Rail by the company 

The construction element of the contract with NR IS divided mto specific milestones each of which relates to 
NR takmg mto possessiOn spec1fic dehverables Each deliverable has been accounted for as a fixed pnce 
construction contract 

Income IS recogn1sed on confirmatiOn of completiOn of the deliverable from Network Ra1l as management do 
not believe they have sufficient VISibility over the percentage completiOn of the deliverable to make an 
accurate estimate of the percentage completed until s1gn off 1s ach1eved Costs m respect of each deliverable 
are recognised wtthm financtal assets upon recetpt of the mvmce from the subcontractor Once the mcome for 
the deliverable ts recogmsed wtthm other operatmg mcome, the financial asset IS recognised as an expense 
w1thm other operatmg expenses 

In respect of the service element of the contract, mcome IS recogmsed when the serv1ce has been rendered and 
1t IS deemed fully recoverable Th1s IS cons1dered to be the pomt at wh1ch the payment applicatiOn for the 
serviCe IS approved by NR Costs mcurred by the company relatmg to the particular serviCes rendered are 
deferred as financ1al assets until the pomt at wh1ch mcome relatmg to those serv1ces IS recogmsed 
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THE CHILTERN RAILWAY COMPANY LIMITED 

Notes to the financial statements 
for the year ended 31 December 2011 

2. TURNOVER 

An analysiS of turnover by class ofbusmess IS as follows 

Passenger mcome 
Car parkmg 
Lettmg 
CommissiOns receivable 
Other 

All turnover arose w1thm the Umted Kmgdom 

3. OTHER OPERATING INCOME 

ProJect related mcome 

Year ended 31 
December 20I 1 

£000 

I 13,340 
5,329 
2,152 
I,726 
6,265 

128,8I2 

Year ended 3 I 
December 20I I 

£000 

66,718 

51 weeks ended 
31 December 

2010 
£000 

105,776 
4,846 
2,339 
1,635 
8,484 

123,080 

51 weeks ended 
31 December 

2010 
£000 

56,041 

The company had proJect related mcome m the year m relatiOn to the Evergreen 3 proJect Accountmg for the 
Evergreen 3 proJeCt under the contract with Network Rail ("NR") has been split mto two elements 

The first element relates to the physical constructiOn of railway mfrastructure which IS fully subcontracted The 
second element relates to the rendenng of proJect related services to Network Rail by the company 

The constructiOn element of the contract with NR IS divided mto specific milestones each of which relates to NR 
takmg mto possessiOn specific deliverables Each deliverable has been accounted for as a fixed pnce constructiOn 
contract 

Income IS recognised on confirmatiOn of completiOn of the deliverable from Network Rail as management do not 
believe they have sufficient VISibility over the percentage completiOn of the deliverable to make an accurate 
esllmate of the percentage completed until sign off IS achieved Costs m respect of each deliverable are recognised 
w1thm financial assets upon receipt of the mv01ce from the subcontractor Once the mcome for the deliverable IS 
recognised WI!hm other operatmg mcome, the financial asset IS recognised as an expense w1thm other operating 
expenses 

In respect of the service element of the contract, mcome IS recognised when the service has been rendered and It IS 
deemed fully recoverable This IS considered to be the pomt at which the payment applicatiOn for the service IS 
approved by NR Costs incurred by the company relatmg to the particular services rendered are deferred as financial 
assets unlll the pomt at which mcome relatmg to those services IS recognised 
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THE CHILTERN RAILWAY COMPANY LIMITED 

Notes to the financial statements 
for the year ended 31 December 2011 

4. OPERATING (LOSS)/PROFIT 

The operatmg (loss)/profit IS stated after chargmg 

AmortisatiOn • mtang1ble fixed assets 
DepreciatiOn of tangible fixed assets 

- owned by the company 
Operatmg lease rentals 

- other plant, vehicle and machmery 
· property lease charge 

Year ended 31 
December 2011 

£000 

2,632 

125 
12,225 

51 weeks ended 
31 December 

2010 
£000 

33 

5,157 

55 
10,969 

Dunng the year the company paid rolhng stock lease charges amountmg to £17,970,000 (51 weeks ended 31 
December 2010 £14,922,000) and rail access charges of £27,194,000 (51 'weeks ended 31 December 2010 
£19,318,000) 

Dunng the year the company made a loss on disposal of fixed assets of £646,000 (51 weeks ended 31 December 
2010 £269,000) 

The company mcurred project related costs of £76,868,000 m relatiOn to the Evergreen 3 projeCt (see note 3) (51 
weeks ended 31 December 2010 £57,418,000) and had Impairment charges (see note 12) of £34,700,000 (51 weeks 
ended 31 December 2010 £18,643,000) These costs are shown as other operatmg expenses on the face of the 
profit and loss account 

5. AUDITORS' REMUNERATION 

Fees payable to the company's auditor for the audit of the company's 
annual financial statements 

Fees payable to the company's auditor and Its associates m respect of 
All other services 

Year ended 31 
December 2011 

£000 

98 

6 

51 weeks ended 
31 December 

2010 
£000 

94 

7 
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THE CHILTERN RAILWAY COMPANY LIMITED 

Notes to the financial statements 
for the year ended 31 December 2011 

6. STAFF COSTS 

Staff costs, mcludmg dtrectors' remuneration, were as follows 

Wages and salaries 
Social secunty costs 
Other pensiOn costs (note 23) 

Year ended 31 
December 2011 

£000 

33,438 
3,152 
3,582 

40,172 

51 weeks ended 
31 December 

2010 
£000 

29,342 
2,499 
3,639 

35,480 

The average monthly number of employees, mcludmg the directors, durmg the year was as follows 

Dnvers 
Engmeenng and mamtenance 
Ad!mmstratwn and other 

7. DIRECTORS' EMOLUMENTS 

Emoluments 

Company contnbutwns to defined benefit pensiOn schemes 

51 weeks ended 
Year ended 31 31 December 

December 2011 2010 
No. No 

233 229 
143 140 
392 376 

768 

Year ended 31 
December 2011 

£000 

1,250 

145 

745 

51 weeks ended 
31 December 

2010 
£000 

1,221 

140 

Dunng the year retuement benefits were accrumg to 6 directors (20 I 0 - 6) m respect of defined benefit pensiOn 
schemes 
The highest paid director received remuneratiOn of £367,000 (20 I 0 - £400,000) The accrued pensiOn benefit in 
respect of the highest paid director amounted to £78,000 (2010- £71,000) 
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THE CHILTERN RAILWAY COMPANY LIMITED 

Notes to the financial statements 
for the year ended 31 December 2011 

8. INTEREST RECEIVABLE AND SIMILAR INCOME 

Interest recetvable on pensiOn assets 
Bank mterest receivable 

9. INTEREST PAYABLE AND SIMILAR CHARGES 

Interest on amounts due to group undertakmgs 
Interest payable on pension scheme habihties 

51 weeks ended 
Year ended 3 I 31 December 

December 2011 2010 
£000 £000 

I,800 
74 

1,874 

1,500 
64 

1,564 

51 weeks ended 
Year ended 31 31 December 

December 2011 2010 
£000 £000 

773 
I,800 

2,573 

655 
1,500 

2,155 

The mterest cost capitalised durmg the year was £68,000 (51 weeks ended 31 December 20 I 0 £50,000) These 
borrowmg costs were mcurred to fund the constructiOn of assets 

10. TAX ON LOSS ON ORDINARY ACTIVITIES 

Analysis of tax ( credit)/charge m the year/period 

Current tax (see note below) 

UK corporatiOn tax (credit)/charge on loss for the year/penod 
AdJUStments m respect of pnor penods 

Total current tax 

Deferred tax 

OngmatiOn and reversal of timmg differences 
AdJustment m respect of previOus penods 

Total deferred tax (see note 17) 

Tax on loss on ordinary activities 

51 weeks ended 
Year ended 31 31 December 

December 2011 2010 
£000 £000 

(7,304) 

(7,304) 

(2,950) 
(981) 

(3,931) 

(11,235) 

818 

818 

(348) 
(967) 

(1,315) 

(497) 
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THE CHIL TERN RAILWAY COMPANY LIMITED 

Notes to the financial statements 
for the year ended 31 December 2011 

10. TAX ON LOSS ON ORDINARY ACTIVITIES (contmued) 

Factors affecting tax charge for the year/period 

The tax assessed for the year/penod 1s h1gher than (20 I 0 - h1gher than) the standard rate of corporatiOn tax m the 
UK of 26 5% (20 I 0- 28%) The differences are explamed below 

Loss on ordmary act1v1t1es before tax 

Loss on ordmary act1v1t1es mult1phed by standard rate of corporation tax 
m the UK of26 5% (2010- 28%) 

Effects of: 

Expenses not deductible for tax purposes 
Cap1tal allowances for year/penod less than deprecmtwn 
Adjusl!Dents to tax charge m respect of prtor penods 
Group rehef obtamable from parent for no charge 
Unreheved tax losses earned forward 
Movement on FRS 17 penswn 
Other tlmmg differences 

Current tax (cred1t)/charge for the year/period (see note above) 

Factors that may affect future tax charges 

Year ended 31 
December 201 I 

£000 

(57,846) 

(15,329) 

2,031 
5,802 

195 
(3) 

(7,304) 

51 weeks ended 
31 December 

2010 
£000 

(16,972) 

(4,752) 

2,487 
1,647 

818 
(9) 

448 
140 

39 

818 

On 21 March 2012 the Chancellor announced that the UK CorporatiOn Tax rate apphcable from I Apnl 2012 would 
be 24% (as opposed to 25% wh1ch was substantively enacted on 5 July 20 I I) and that the prevwusly announced 
reductiOns of I% per annum would result m the UK Corporatwn Tax rate reducmg to 22% (as opposed to 23%) 
w1th effect from I Aprtl 2014 
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THE CHILTERN RAILWAY COMPANY LIMITED 

Notes to the financial statements 
for the year ended 31 December 2011 

11. INTANGIBLE FIXED ASSETS 

12. 

Cost 

At I January 20 II and 31 December 20 II 

Accumulated amortisation 

At I January2011 and31 December2011 

Net book value 

At 31 December 20 II 

At 31 December 20 I 0 

Licences 
£000 

600 

600 

The company acqmred the nght to operate and became the facthty owner of the Dorndge and Sohhull stations on 
12 November 2010 These assets were fully tmpatred dunng the pnor penod 

TANGIBLE FIXED ASSETS 

Infrastructure 
improvements 

Leasehold Plant and under 
Freehold land Improvements machmery construction 

£000 £000 £000 £000 

Cost 

At I January 20 II 2,657 31,405 37,643 7,535 
AddtttOns 935 13,830 
Dtsposals/transfers (51) (1,326) 

At 31 December 20 II 2,657 32,340 51,422 6,209 

Accumulated deprectalton 

At I January 20 II 13,621 24,414 
Charge for the year 847 1,785 
Impatnnent 9,200 19,300 6,200 

At 31 December 2011 23,668 45,499 6,200 

Net book value 

At 31 December 20 II 2,657 8,672 5,923 9 

At 31 December 20 I 0 2,657 17,784 13,229 7,535 
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THE CHILTERN RAILWAY COMPANY LIMITED 

Notes to the financial statements 
for the year ended 31 December 2011 

12. TANGIBLE FIXED ASSETS (contmued) 

Cost 

At I January 20 I I 
Add1t10ns 
D1sposals/transfers 

At 31 December 20 II 

Accumulated deprec1ahon 

At I January 20 11 
Charge for the year 
Impmrment 

At 31 December 201 I 

Net book value 

At 31 December 20 II 

At3l December2010 

Total 
£000 

79,240 
14,765 
(1,377) 

92,628 

38,035 
2,632 

34,700 

75,367 

17,261 

41,205 

Dunng the year, there were transfers of mfrastructure Improvements under constructiOn of£ l ,326,000 to plant and 
machmery m relatiOn to assets completed 

The 1mpmrment charge has been measured by comparmg the carrymg value of the fixed assets m the mcome 
generatmg umt w1th the h1gher of the assets net realisable value and discounted future cash flows (m order to 
est1mate the value m use) A pre-tax, nom mal d1scount rate of l 0 2% has been apphed to the forecast future cash
flows 

Management have proJected the cash-flows to the end of the franchise m 2021 Management have used the1r latest 
budget wh1ch sets out a detailed plan for the years 2012 to 20 16 as a bas1s for the cash-flow proJeCtiOns A constant 
growth rate of 6 0% has then been apphed to revenues for the penod 20 16 to 2021 Th1s figure has been denved by 
means of analysmg forecast economic growth and mflatwn, along w1th the past performance of the company 
relative to these measures Operatmg costs have been proJected to mcrease at the forecast rate of 4% to support the 
revenue line and at the rate of mflat10n for all other costs 

As a result of managements assessment, the recoverable a10ount for the purposes of the 1mpamnent calculatiOns was 
deemed to be the net realisable a10ount of the assets In est1matmg the net realisable a10ount, the directors believe 
there IS no matenal d1fference between the book value and the market value of the freehold land 

13. STOCKS 

Raw matenals and consumables 

2011 
£000 

2,567 

2010 
£000 

2,506 
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THE CHILTERN RAILWAY COMPANY LIMITED 

Notes to the financial statements 
for the year ended 31 December 2011 

14. DEBTORS 

Due after more than one year 

Other debtors 

Due w1thm one year 

Trade debtors 
Amounts owed by group undertakmgs 
Amounts owed by undertakmgs m whtch the company has a 

parttctpatmg mterest 
Group relief recetvable 
Rat! settlement plan debtors 
VAT debtors 
Other debtors 
Prepayments and accrued mcome 
Deferred tax asset (see note I 7) 

15. CREDITORS: 
Amounts fallmg due wtthin one year 

Trade creditors 
Amounts owed to group undertakmgs 
Soc tal secunty and other taxes 
Deferred season ticket mcome 
Other credttors 
Accruals and deferred mcome 

2011 2010 
£000 £000 

62 62 

1,771 1,659 
240 1,903 

43 
7,304 
1,586 181 
2,081 2,649 

23,977 19,615 
1,669 7,635 
5,252 1,516 

43,942 35,263 

2011 2010 
£000 £000 

9,605 12,594 
617 581 

1,801 1,752 
9,287 7,918 
3,093 2,123 

31,755 20,324 

56,158 45,292 

Amounts due to group undertakmgs are unsecured, mterest free, have no fixed repayment date and are repayable on 
demand 

16. CREDITORS: 
Amounts falling due after more than one year 

Amounts owed to group undertakmgs 
Accruals and deferred mcome 

2011 
£000 

67,099 
4,487 

71,586 

2010 
£000 

54,237 
4,616 

58,853 
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THE CHILTERN RAILWAY COMPANY LIMITED 

17. DEFERRED TAX ASSET 

Notes to the financial statements 
for the year ended 31 December 2011 

Deferred tax movement (excludmg pensiOn surplus) 

Deferred tax asset/(habihty) at I January 20 II 
Credit durmg year/penod 

Deferred tax asset at 31 December 20 II 

2011 
£000 

1,516 
3,736 

5,252 

The deferred tax asset (excludmg deferred tax on the pensiOn (defic1t)/surplus) IS made up as follows 

Accelerated capital allowances 
Other t1mmg differences 
Losses 

The deferred tax asset (mcludmg deferred tax on the pension (deficit)/surplus) IS 

made up as follows 

Accelerated capital allowances 
Other timmg differences 
Losses 

Deferred tax asset excludmg that relatmg to pensiOn (deficit)/surplus 
Deferred tax relatmg to pensiOn (deficit)/surplus 

Total deferred tax 

The movement m the deferred tax balance dunng the year was 

Deferred tax hab1hty at I January 20 II 
Amount credited to the profit and loss account (see note 10) 
Amount credited to the statement of total recognised gams and losses 

Deferred tax asset at 31 December 2011 

2011 
£000 

5,132 
120 

5,252 

2011 
£000 

5,132 
120 

5,252 
1,509 

6,761 

2010 
£000 

(1 ,699) 
3,215 

1,516 

2010 
£000 

(1,622) 
133 

3,005 

1,516 

2010 
£000 

(1,622) 
133 

3,005 

1,516 
(1 ,900) 

(384) 

Total 
£000 

(384) 
3,931 
3,214 

6,761 

At 31 December 20 II the company had an unprovided deferred tax asset, calculated at 25% of gross amounts, of 
approximately £2,532,000 (2010 £ml calculated at 27%), compnsmg mamly surplus tax losses It IS not considered 
prudent to recognise the asset at the year end 
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THE CHILTERN RAILWAY COMPANY LIMITED 

Notes to the financial statements 
for the year ended 31 December 2011 

18. CALLED UP SHARE CAPITAL 

Authonsed, allotted and fully paid 

2,150,000 Ordmary shares of £1 each (2010 2,150,000) 

19. RESERVES 

At I January 2011 
Loss for the financial year 
Deferred tax attnbutable to actuanal loss 
Actuanal loss on penston scheme 

At 31 December 20 II 

20. RECONCILIATION OF MOVEMENT IN SHAREHOLDERS' DEFICIT 

Openmg shareholders' (deficit)/funds 
Loss for the financial year/penod 
Actuanal loss on pensiOn scheme mcludmg deferred tax 

Closmg shareholders' deficit 

21. CONTINGENT LIABILITIES 

2011 
£000 

2,150 

2011 
£000 

(11,828) 
(46,611) 

(9,086) 

(67,525) 

2010 
£000 

2,150 

Profit and loss 
account 

£000 

(13,978) 
(46,611) 

3,214 
(12,300) 

(69,675) 

2010 
£000 

6,747 
(16,475) 

(2, 100) 

(11,828) 

The company has received claims from the pnncipal contractor on the Evergreen 3 proJeCt, BAM Nuttall, 
amountmg to £50m In the opmton of the directors none of these clauns have been substantiated and are therefore 
repudiated by the company The company's advismg lawyers support this position Followmg the legal advice 
received and the directors' assessment of the validity of the claimS, no provisiOn has been deemed necessary withm 
the financial statements Furthermore, the directors consider that there are potential counter clauns for hqmdated 
damages and other contractual clauns agamst the prmcipal contractor by the company to cover mcremental costs 
mcurred 
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THE CHILTERN RAILWAY COMPANY LIMITED 

Notes to the financial statements 
for the year ended 31 December 2011 

22. CAPITAL COMMITMENTS 

Future commitments m respect of capital expenditure on car parks and vanous other projects for whtch no provisiOn 
had been made are as follows 

Contracted for but not provided m these financial statements 

2011 
£000 

2,600 

2010 
£000 

5,979 

Under an obligatiOn of the franchise agreement the company IS committed to spend £1 9m a year, mdex linked, on 
Improvements to the mfrastructure until the end of the franchise Thts amount IS not contracted as at the year end 
but IS part of tdenttfied capt tal expenditure to be spent dunng the next financial year 

The company has performance and LiqUidity Mamtenance bonds m place from Bayensche Landesbank to meet Its 
obligatiOns under the franchtse agreement amountmg to £38Om It also has a performance bond m place to cover 
the liabilities on Season Tickets purchased m advance The amount of this bond vanes throughout the year and m 
20 II was between £5 9m to £9 9m (20 10 £5 7m to £7 7m) 

23. PENSION COMMITMENTS 

Defined benefit pensiOn scheme 

The company operates a defined benefit scheme, whtch compnses of The Chtltem Railway Company Ltmtted 
SectiOn and The Chiitern Ratlway Company Limited (Mamtenance) Section, for the benefit of the employees and 
executive directors The assets of the scheme are admmtstered by trustees m a fund mdependent from the assets of 
the company 

The sections are part of the Railways PensiOn Scheme ("RPS") The RPS IS a defined benefit occupation scheme m 
which costs are formally shared between the employer (60%) and the employee (40%) The appropnate share of 
the assets of the shared cost sectmns are allocated accordmgly 

The only obligatiOn of the company is to have patd the reqmred contnbutwns durmg the franchise penod 
Therefore the surplus or deficit m the section extstmg at the end of the franchise IS taken on by the subsequent 
franchisee As the company will have no obligatiOn m relatiOn to pensiOn contnbutwns after the expiry date of the 
franchise, II IS considered appropnate that only the proportiOn of the deficit expected to be "made good" by the 
company over the franchise term IS recognised at the balance sheet date At the commencement of the franchtse m 
2002, a surplus was recognised 

The company has no nghts or obhgatwns m respect of the sectiOn of the RPS pensiOn scheme followmg expiry of 
the franchise Therefore, the surplus or deficit recognised for the relevant sectiOns of the RPS only represents that 
part of the net surplus or deficit of each sectiOn that the employer IS expected to recover, or obliged to fund, over the 
hfe of the franchise to whtch the sectiOn relates The actuaries have assumed that no members wtllleave the scheme 
before the end of the franchise where the contnbutwns demanded from the employees to mcrease stgmficantly as a 
percentage of salary 

The contnbutwns are determmed by a qualified actuary on the basts of tnenmal valuatiOns usmg the projected umt 
method The notes below are m accordance with the FRS 17 'Retirement Benefits' disclosure The latest full 
actuanal valuatiOn was earned out at 3 I December 20 I 0 

Durmg the year the government announced that the Consumer Pnces Index (CPI ) should replace the Retatl Pnces 
Index (RPI) as the mtlatwn measure to use m detennmmg the mmtmurn pension mcreases whtch must be apphed to 
statutory mdex-lmked features of retirement benefit The company has accounted for this as a change m accountmg 
assumptiOn and therefore any resultmg changes m scheme habthttes represent an actuarial gam or loss 
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THE CHILTERN RAILWAY COMPANY LIMITED 

Notes to the financial statements 
for the year ended 31 December 2011 

23. PENSION COMMITMENTS (contmued) 

AnalySIS of the amount recognised m the balance sheet 

(Deficit)/surplus m scheme 
Members' share of(deficit)/surplus 
Franchise adjustment 

PensiOn (deficit)/surplus 

Analysis of movement in the (deficit)/surplus during the period 

31 Dec 2011 
£000 

(23,41 7) 
9,367 

3 I Dec 2010 
£000 

I 1,700 
(4,700) 

___ ....::8:z:,O:.:I..::6 -----

--~<.::6•:.::;03::..4:.!) ___ ....:7.!:,0:.::0..::0 

The company's members' contnbut10ns are excluded from the net analysis of the movement m the (deficit)/surplus for the 
penod below 

Surplus at begmnmg of penod 
Current service cost (employer's share) 
ContributiOns 
Actuanal losses (employer's share) 

PensiOn (deficit)/surplus 
Deferred taxatiOn on pensiOn (deficit)/surplus 

Net pension (deficit)/surplus at end of penod 

31 Dec2011 31 Dec2010 
£000 £000 
7,000 9,900 

(3, 700) (3, 700) 
2,966 2,900 

(12,300) __ .....>;:(2;:.:, 1..::.00::..<) 

(6,034) 7,000 
___ .:..!1,::..50~9 __ ......>.:(I.z.;;,9..::.00::..<) 

----"'( 4c:::,5..::.25~) ___ ::..!5,.:..:1 0:..:.0 

Analysis of the amount recogmsed in the statement of total recogmsed gains and losses 

Openmg cumulative recognised gams 
Actuanal (loss )/gam on Chiitem scheme assets 
Actuanal (loss) on Chi Item scheme liabilities 
Franchise adjustment 

Actuarial loss m the penod 

Closmg cumulative recognised (losses)/gams 

Analysis of amounts charged to the profit and loss account 

Analysis of amounts charged to operatmg profit 
Current serv1ce cost 
Release of openmg pensiOn surplus on commencement of franchise 

Net amounts charged to operatmg profit 

Analysis of amounts credited/( charged) to net mterest payable 
Expected return on pensiOn scheme assets (employer's share) 
Interest on scheme liabilities (employer's share) 

Net credit/( charge) to mterest receiVable and similar income 

31 Dec 2011 
£000 
6,400 

(2,104) 
(18,212) 

3 I Dec 2010 
£000 

8,500 
2,500 

(4,600) 

___ _:8'-'-,0'-'1..:.6 -----

( 12,300) ----"'(2;:.:, 1..:.00~) 

__ __,("-5,:;;_9.:..00"') ___ _;6c:.,4.;..:0..:.0 

31 Dec 2011 3 I Dec 2010 
£000 £000 

3,700 3,700 
(215) (210) 

3,485 3,490 

31 Dec 2011 3 I Dec 2010 
£000 £000 
1,800 1,500 

(1,800) (1,500) 
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23. PENSION COMMITMENTS (continued) 

Actuarial assumptions 
The assumptiOns used by the actuary are the best estimates chosen from a range of possible actuanal assumptiOns that, due 
to the timescale covered, may not necessanly be borne out m practice The mam assumpttons used by the actuary were 

Rate of mcrease m sa lanes 
Rate of mcrease for pensiOns m payment 
Dtscount rate 
Rate of mtlatton 
Rates of mcrease for deferred pens toners 

Post-retirement hfe expectancy 
Male currently aged 65, at age 65 
Male/female currently aged 60 at age 60 
Male/female currently aged 40 at age 40 

31 Dec 2011 31 Dec 2010 9 Jan 2010 
40% 
20% 
50% 
30% 
20% 

45% 
28% 
55% 
35% 
28% 

20 7 
25 4/27 8 
27 7/29 9 

47% 
37% 
55% 
37% 
37% 

20 6 
25 2/27 7 
27 6/29 8 

The weighted average hfe expectancy for mortality tables to deterrnme benefit obligatiOns m current year 

Member age 65 (current hfe expectancy) 
' 

Member age 65 (current hfe expectancy) 

~male 

-female 

-male 
-female 

31 Dec 2011 
Years 

17 
19 

18 
20 

The estimated amount of contnbuttons expected to be paid by the company to the schemes dunng the next financial 
penod IS £3 4 million 
Scheme assets 
The overall expected return on assets IS calculated as the weighted average of the expected returns on each mdividual 
asset class The expected return IS set by reference to market md1cators mcludmg pnce mtlatwn, diVIdend yields, 
economic growth, yields on mdex-hnked gilts and bonds and mterest rates The fair value of the scheme assets, which are 
not mtended to be realised m the short term and may be subject to significant change before they are realised, and the 
present value of the schemes' habihties, which are denved from cash flow proJections over long penods and are thus 
mherently uncertam, were 

Equilles- Pooled Fund 
Growth Pooled Fund 
Equity - Other 
Bonds 
Property 
Other 
Total market value of assets 

Present value of scheme liabilities 
Penston (deficit)/surplus mcluding members' 
share 

Expected rate 
of return 31 

Dec 2011 
% 

68 
46 

Valueat31 
Dec 2011 

£000 

71,279 
2,204 

Expected rate 
of return 31 

Dec 2010 
% 

8 5 
80 
40 

Value at 31 
Dec 2010 

£000 

57,200 
10,900 
2,000 

----------___ ___::0..::.5 ___ .....:..;30:..:.0 

6.3 73,483 
(96,900) 

(23,417) 

8.3 70,400 
(58,700) 

11,700 
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23. PENSION COMMITMENTS (contmued) 

Changes m the fair value of plan assets and present value of the defined benefit obligation 

Openmg fatr value of plan assets 
Expected return 
Actual return less expected return on penswn scheme assets 
Contnbutwns patd by employer 
Contnbuttons patd by members 
Benefits patd 

Closing fatr value of plan assets 

Openmg defined benefit obhgatton 
Servtce cost 
Interest cost 
Actuanalloss on scheme habthttes 
Benefits patd 
Total defined benefit obhgation 

31 Dec 2011 31 Dec 2010 
£000 £000 

70,400 60,500 
3,000 2,400 

(3,506) 4,000 
2,966 2,900 
2,523 1,900 

----"-'(1"',9..:.0.:..<0) -----"(1:.:::,3..:.0.:..<0) 

___ 7.;.:3:..:.,4.:..:8~3 ___ .:._70:..:.,4.:..:0..:.0 

31 Dec 2011 31 Dec 2010 
£000 £000 

58,700 44,000 
6,166 6,000 
3,000 2,400 

30,934 7,600 
-----"(1"',9..:.0"-"-0) __ ___,;(1:.:::,3..:.0.:..<0) 

----'-96-"''-9..;.0..;.0 ___ _.:.58-"'"-7..;.0.:.0 

Costs and mcome that have been reflected on the shared cost basts m the profit and loss account and statement of total 
recogmsed gams and losses have been grossed up to I 00% 

Amounts for current and previous four years 
2011 2010 2009 2008 2007 
£000 £000 £000 £000 £000 

Defined benefit obhgatton 96,900 58,700 44,000 57,700 61,000 
Plan assets 73,483 70,400 60,500 49,200 66,600 
(Defictt)/surplus (mcludmg 
members' share) (23,417) II, 700 16,500 (8,500) 5,600 
Actuanal (loss)/gam on Chtltem 
scheme habthttes (18,212) (4,600) (11,300) (5,700) 4,900 
Actuanal (loss)/gam on Chtltem 
scheme assets (2,104) 2,500 (3,400) 13,900 300 

Defined contributiOn pensiOn schemes 

The company has a defined contnbutwn scheme whtch ts open to new entrants and extstmg employees ahke The cost of 
the scheme tS equal to the contnbuttons payable to the scheme for the penod whtch were £97,000 (2010- £149,000) 
There were no outstandmg or prepatd contnbutwns at etther the begmnmg or the end of the financtal penod 
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24. OPERATING LEASE COMMITMENTS 

At 31 December 20 II the company had annual commltJnents under non-cancellable operatmg leases as follows 

Expiry date: 

Wtthm I year 
Between 2 and 5 years 
After more than 5 years 

Track access charges 

Land and buildings 
2011 2010 
£000 £000 

62 
30 

10,863 

84 
31 

11,367 

2011 
£000 

49,649 

Other 
2010 
£000 

50 
36,245 

The company has contracts wtth Network Rat! and London Underground for access to the ratlway mfrastructure 
These contracts are m place unttl the end of the franchtse The contracts may be term mated by JOint agreement 
between the compames The company ts commttted to pay charges of £34 6m m the next financtal penod 

Franchise subsidy/payment 

At the commencement of the franchtse a payment profile was agreed whtch mvolved recetpts from the Department 
for Transport ("Off") m the early part of the franchtse and payments to the Off m the later stages The net outflow 
m respect of such payments from the balance sheet date to the end of the franchtse ts £74 I mtllion 

25. ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY 

The tmmedtate parent ts M40 Trams Ltmtted 

The ulttmate parent undertakmg and controllmg party ts Deutsche Bahn AG, a company mcorporated m Germany 
The results have been consolidated m the financtal statements of thts parent undertakmg whose financtal statements 
are avatlable from tts address at Potsdamer Platz 2, I 0785 Berlin, Germany 

Deutsche Bahn AG ts the largest group to consolidate the financtal statements and DB Mobtlity Logtsttcs AG ts the 
smallest 

Information on The Chtltem Ratlway Company Ltmtted can be found at thetr registered address The Chtltem 
Ratlway Company Ltmtted, Great Central House, Marylebone StatiOn, Melcombe Place, London NWI 6JJ 

Transactions wtth other compames m the Deutsche Bahn Group are not spectfically dtsclosed as the company has 
taken advantage of the exemptton avatlable under FRS 8 'Related party dtsclosures' for wholly-owned substdtanes 
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