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NORTHERN RAIL LIMITED 

DIRECTORS' REPORT 

The directors present their annual report and the audited financial statements for the penod ended 8 January 20 I I 

PRINCIPAL ACTIVITIES 

The pnnc1pal activity of the company IS Ihe operatiOn of pa;senger railway services m the north of England under a 
Franchise agreement awarded by the then Strategic Rail Authonty The franchise commenced on I 2 December 
2004 and will operate until September 2013 Northern Rml Holdmgs Limited, the company s parent company IS a 
JOint venture company owned by Serco Group pic and Abelho Tran>port Holdmgs BY 

Northern Rml Limited ("Northern') employs around 4,800 people, run 2,500 tram serviCes every day, with a 
portfolio of 462 statiOns The Northern operatiOn represents 20% of the total of Bntam's natiOnal rail network 
Operations range from smgle-track branch hnes wtth very stmple track, stgnalhng and station mfrastructure, to 
multi-trafficked high speed and densely used parts of the network 

Northern's tram services are operated by a fleet of 294 trams compnsmg 13 different types of diesel or 25kV AC 
electnc multtple umts These generally operate as two, three or four coach trams, wtth some peak hour servtces 
strengthened to be longer than this and some rural branch hnes served by smgle carnage trams Northern mamtams 
most of the rolhng stock fleet at three large depots at Manchester (Newton Heath), Leeds (Neville Hill) and 
Newcastle (Heaton) 

Northern's operatwns serve three regwns With a combmed populatiOn of 14 2 milhon The North West, North East 
and Yorkshlfe and HumbefSlde regwns represent 21% of the UK's GDP Eight city regwns provide the powerhouse 
for economtc prospenty across the North These cthes, as well as bemg large employment centres, have also 
expenenced economtc and soctal regeneration Northern has a cnttcal role to play m provtdmg accesstble transport 
that can be rehed upon for commutmg, le1sure and busmess purposes Northern's serv1ces also provtde access to and 
from remote rural and coastal commumttes, offermg an Important method of -;octal mcluswn for local restdents 
They provtde a sustamable mean~ of travel for the many vtsttor~ to tounst locattons 

BUSINESS REVIEW 

Northern u'e busmess plannmg proce5'es based on the European FoundatiOn for Quahty Management (EFQM) to 
dehver our short and long-term busmess obJectives Thts section sets out the stgmficant progress and achievements 
of 20 I 0, which was the Sixth full tradmg year for Northern Key achievements mcluded the followmg -

INITIATIVES 

We have made excellent progress m dehvenng key operational performance targets and were delighted that m May 
2010 we were granted an automatic two-year franchise extensiOn from September 201 I to September 2013 In order 
to achteve a franchise extensiOn we had to meet three performance targets m the year to Apnl (servtce delivery 
mmutes, cancellatiOns, and capacity), which were agreed with the Department for Transport at the start of the 
franchise 

When Northern began the Franchise m December 2004 the pubhc performance measure (PPM) movmg annual 
average, which represents the number of trams on ttme over the prevtous 12 months was 83 79% Workmg wtth 
Network Ratl, the owner and operator of the ratl mfrastructure, the movmg annual average figure had nsen to 91% 
by the end of 2009 In the first mne penods of 2010 our PPM averaged 93 4% and mamtamed a movmg annual 
average PPM at over 91% for more than a year 

Northern work closely with Network Rail through our Jomt Performance Improvement Plan (JPIP) and contmue to 
focus on 1mprovmg the rehab1hty and avadab1hty of our fleet This mcludes a project to provide lugher quahty 
mformatton on fleet conditiOn and related Issues to engmeenng staff The atm IS to ensure eng meers' attentiOn ts 
focused where the busmess needs tt most and where It will have maximum Impact on performance 

Northern have also mtroduced a new system of 'mteracttve 1mpact reports', whiCh gtves our engmeers the spectfic 
mformatton they reqmre on the condttton of each tram as and when they need It Smce the system was mtroduced 
there have been Improvements m the performance of the tram fleet and m the speed of dealmg with safety-related 
reports 

In 20 l 0, Northern have delivered a host of new factltttes for our customers that choose to cycle to our statiOns 
Based on the Dutch concept brought to the UK by Abelho, worlong m partnership with West Yorkshue PTE, 
Network Rail and Department for Transport, we have created the UK s first CyclePomt m Leeds The new hub 
provtdes secure storage for 300 btcycles, cycle rental, retatl and reparr facihttes and mformatton and access to the 
Leeds C1ty Regwn cycle network In additiOn to CyclePomt we have enhanced cyclmg facilitieS and secunty at 
more than I 00 stations on routes mto Leeds thanks to a £I mdhon award from the Cyclmg England's Cychng 
Demonstration TOC Challenge Fund 
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NORTHERN RAIL LIMITED 

DIRECTORS' REPORT 

Fmally, we contmue to work with the Oepanment for Transpon (OfT) to mtroduce addtttonal carnage< to the tram 
fleet between now and 2014 The OfT pubhshed tts rolhng stock plan m January 2008, however tmplementatlon was 
put on hold pnor to the general election and the coahuon government announced a revtsed schedule m December 
2010 Electnficatwn of the hne between Ltverpool and Manchester was confirmed m the government statement and 
we wtll be workmg with the OfT to undeNand how our customers wtll benefit, tt ts hkely that Nonhem wtll recetve 
vehtcles from other franchtse'l. when new trams are mtroduced elsewhere m the country 

RECOGNITION 

Our achvthes and mtttatives have been commended m a vanety of natiOnal awards and several of our employees 
have also been recogmsed mdtvtdually for the umque contnbutwn that they make to the mdustry The followmg are 
of particular note 

The way that Nonhem worked m panner<htp wtth colleagues m the rat! mdustry and local government, provtdmg a 
vttal hfehne for commumtte< m Cumbna followmg the devastatmg floods m November 2009, was recogmsed on 
several occastons Along wnh Network Rail and the vanous local authonties, we receJVed awards for teamwork at 
both the NatiOnal Transpon Awards and the Nattonal Rat! Awards 

Our Commumty Safety programmes contmue to flounsh, the Nonhero Ftlm Challenge won the PR campatgn of the 
year m the Ever<holt Rat! Busmess Awards m February, and m 2010 we ran an Engmeenng Challenge whtch 
provtded students on engmeenng courses (14 - 19 years old) wtth a real hfe busmess project to create the ultimate 
21st century tram carnage 

Nonhero's performance m occupattonal health and safety was once agam recogmsed dunng 2010 by wmmng two of 
the largest UK safety award< These were the Transpon Sector Award for the second year and a Gold Award for the 
thtrd year at the RoSPA (Royal Soctety for PreventiOn of Acctdents) Awards and the JOSH Best Health and Safety 
Achievement m Tran~port and Logtstic~ Award 

Dunng 2010, Nonhero have also achteved some stgmficant envtronmental accredttatwns, mcludmg ISO 14001 
(environmental management systems) and BS EN 16001 (energy management system) centficatwn Nonhero also 
won the Btg Ttck Award m the chmate change category at the 2010 BtTC Awards for our Environmental 
Sustamabthty Strategy, and a Stiver ratmg as our first entry mto the BtTC Corporate Soctal Respon<tbthty Index 

Nonhem opened tt's first Eco-Statwn at Accnngton, wtth an Eco-Statton repon bemg completed for use on new 
mfrastructure projects We have also had 200 sman meters tnstalled across the estate gtvmg accurate electnclty and 
gas consumptiOn figure, whtch will help Northern achteve better control over the reductiOn of our Carbon Footpnnt 
A hghtmg timer project wa< earned out dunng 20 I 0, wtth all ;tatwns havtng a dtgttal 7 day ttmer fitted to the 
platform hghl< and photo sensor; to ensure that the hghts are only on when necessary There were also ;orne 
stgmficant achtevements wtth commumcattons m 2010 wtth two new envuonrnental governance groups bemg set up 
to dnve the sustamabtltty strategy forward 

HEALTH AND SAFETY 

Northern takes tts safety re">ponstbthty very senouo:.;ly and has numerous processes and mtttattves to protect tts 
employees and passengers There ts close mvolvernent of Dtrectors and Trade Umon Safety Representative~ to 
contmuaUy revtew progress and mctdents that could be of concern One of the many mtttattves bemg pur~ued 
mcludes work wtth dnvers to reduce the number of stgnals passed at danger (SP ADs) 

TRADING RESULTS 

The Otrectors are sattsfied with the performance of the company dunng the penod Turnover was £571 9m, whtch 
was a decrease of 7% on the prevtous penod (2010 £614 7m) A change m the Control Penod (CP4) chargmg 
arrangements with Network Rat! resulted m a £53 I m reductiOn both to OfT grant revenue and Network Rat! 
charges There has been no tmpact on the operattng profit as a result of thts change Operatmg profit of £3 7 9m 
represented an mcrease of 25% on the previOus penod (20 I 0 £30 3m) 

Cumulattve passenger revenue ts up 4 5% year on year adjusted for the changes m penod length Thts has dehvered 
an extra £29m net of the revenue share agreement with OfT Franchtse recetpts have reduced by £49 2m, due to the 
reduction m fundmg requrred by the OfT followtng the change m Network Rat! charges m Control Penod 4 

Other revenue mcreased by £2 6m due to the strong performance of engmeenng sales made to other Tram Operatmg 
Compames usmg our depots dunng the year 
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NORTHERN RAIL LIMITED 

DIRECTORS' REPORT 

In the pnor year, there was an ongomg dtspute wtthm the mdustry between several Tram Operatmg Compames 
("TOCs'') and the Bntlsh Transport Pollee AssocJatJOn ("BTPA") regardmg the chargmg methodology for thetr 
Transport Pollee Servtces The prmctpal tssue related to changes m the chargmg ba't; mtroduced by the BTP A wtth 
effect from I Apnl 2007, whtch were bemg dtsputed by a number of TOC; on the basts that the changes were 
unlawfully tmplemented The dtspute was settled on the 12 March 2010, whtch resulted m a credtt to the profit and 
loss account of £7 72m relatmg to the settlement ofpnor penod Transport Pohce servtces 

Capt tal mve~tment m the year amounted to £2 lm Thts mcludes the contmuatton of the mstallatton of ticket bamers, 
whtch have now been tmplemented at Blackpool, Leeds, Manchester Oxford Road and Bradford stations StatiOn 
and staff accommodatwn refurbtshments have also been taken out tmprovmg the surroundmgs and servtces for both 
customen. and employees There has also been the tmplementatton of vanous lnfonnatton Systems solutions, and 
also the mamtenance of current systems 

OUTLOOK 

Northern ts contmumg to achteve good levels of revenue growth, parttcularly around the urban hubs It wtll constder 
further use of ticket bamers and other revenue protectiOn methods where there ts clear evtdence of fare evaston 

Commerctal opportuntltes wtll be carefully assessed and progressed where appropnate The cost base wtll contmue 
to be carefully managed 

RISKS AND UNCERTAINTIES 

In common with most tram operators the mam competitor to our busmeo;;o;; 1s the car, taxts and bus operators To 
mitigate the nsks from these pressures, Northern worko., with stakeholders, shareholders and wider commumty 
groupo;; to en~ure that Northern senrices meet and exceed the requirements of our pao.,sengers Tram servtce 
performance contmued to tmprove dunng the year wtth the rat! mdu<try mea<ure of performance- PPM at 91 53% 
for the year to 8'h January 2011 

The dtrectors of Northern have revtewed the gomg concern a~~umpt1on and are confident that the Busmeso;; IS we\1 
placed to trade ;uccessfully through the condtttons brought about by the economtc rece'5ton and beyond In 
reachmg thts concluston, the Dtrectors have performed an analy<IS of detatled tradmg and cash flow forecasts that 
extend beyond the 12 month penod of constderatton requtred by the ;tandard The cash flow forecasts reflect both 
natiOnal and local econom1c growth factors published by recogmsed authonttes and demonstrate the company's 
abthty to contmue to servtce tts debts as they fall due Thts ts despite the con'tderable downward senstttvtttes that 
have been apphed, and hence the net current habihttes positiOn at the balance sheet date ts no cause for concern 
Key factors constdered by the dtrectors also mclude the franchtse end date, whtch runs unttl September 2013 

Where posstble, Northern wtll fix costs gomg forward to achteve certamty Thts 1s achteved through the u<e of 
hedge mstrument< for dtesel fuel and longer-term contracts for uttht1es 

RESULTS, DIVIDENDS AND TRANSFERS TO RESERVES 

The company made a profit after taxatton of £28,258,000 (2010 £21, 172,000) 

The dtrectors recommended a final dtvtdend of £8,000,000 (2010 £14,458,000), whtch was patd on 24 December 
2010, together wtth mtenm dtvtdends of £3,100,000 whtch were patd on 30 March 2010, £8,000,000 patd on 29 
June 2010 and £3,150,000 patd on 24 September 2010 

DIRECTORS AND THEIR INTERESTS 

The dtrectors who served durtng the penod and up to the date of approval of these financtal statements were as 
follows 

Ian Bevan 
Dommtc Booth 
Lesley Batty 
Peter van Toor 
Hetdt Mottram 
Alan Wtlson 
Armajtt Kang 
RudolfHaket 
Joanna North 
Jeroen Weimar 

(restgned 26th February 2010) 
(restgned 30th March 20 I 0) 
(restgned 25th February 2010) 

(restgned 27th January 2010) 
(restgned 5th March 2010) 
(appomted 8th March 2010) 
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NORTHERN RAIL LIMITED 

DIRECTORS' REPORT 

Jamte Buries 
Matthew Brown 
Chns Mannmg 
Stephen Butcher 

(appomted g<h February 20 I 0) 
(appomted 25th February 201 0) 
(appomted I" January 201 0) 

(appomted I" March 2010) 

No duectors had any benefic tal mterest m the ts.;;ued share cap1tal of the company or the tmmedmte parent company 
dunng the year ended 8th January 2011 

CREDITOR PAYMENT POLICY 

It ts company policy to pay suppliers m accordance with agreed terms and condttlons of purcha>e provtded that the 
'uppller complies wtth all relevant term' and condttwn' The policy developed ts to pay mvmces at the end of the 
month followmg the month m whtch the goods are delivered or the servtces are performed The average time taken 
to pay purcha>e mvmce' by the company was 57 days (2010 50 days) 

EMPLOYEE INVOLVEMENT AND DISABLED EMPLOYEES 

The company gtves full and fa.r constderatwn to appllcatwns for employment from d"abled people havmg regards 
to the.r parttcular aptitudes and abiltttes Efforts are made to contmue the employment of those who become 
dtsabled dunng thetr employment, and trammg, career development and promotion 1s, as far as posstble, tdenttcal 
for all employee' m accordance wtth the.r sktlls and abtllttes 

The company also has a pohcy of commumcatmg and consultmg wtth Its managers and employees to ensure thetr 
actJVe mvolvement 

CHARITABLE CONTRIBUTIONS 

Dunng the year the company made chantable donatwns of £52,676 (2010 £11,736), pnnctpally relatmg to local 
chanties servmg the commumues m whtch the company operates 

FINANCIAL INSTRUMENTS 

The company operates passenger ratlway serviCes m the UK and, as such, IS exposed to movements m fuel pnces 
and related exchange rates To protect cash flows, the company enters mto forward contract~, currently on a rolhng 
monthly basts, to hedge a proportion of 1ts expo,ures to fuel pnce and related foretgn exchange movements 

AUDITORS 

Each of the d.rectors at the date of approval of thts report confirms that 

• so far as the dtrector IS aware, there IS no relevant audtt mformatton ofwhtch the Company's auditors are 
unaware, and 

• the dtrector has taken all the steps that he/,he ought to have taken as a dtrector to make him,elf/herself aware of 
any relevant audn mformatlon and to establish that the Company s audttors are aware of that mformatton 

Thts confinnauon ts gtven and ~hould be mterpreted m accordance With the proviSIOns of s418 of the Compames 
Act 2006 

A resolution for the reappomtment of Delonte LLP as audttors of the company ts to be proposed at the forthcommg 
Annual General Meetmg 

Approved by the Board of D.rectors \ 
and st d on behalf of the Board on 2\ Apri 2..0 \1 . 

Duector 
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NORTHERN RAIL LIMITED 

DIRECTORS' RESPONSIBILITIES STATEMENT 

The dtrectors are responstble for prepanng the Annual Report and the financtal statements m accordance wtth 
applicable law and regulatiOn. 

Company law reqmres the dtrectors to prepare financial statements for each financtal year Under that law the 
dtrectors have elected to prepare the financial statements m accordance with Umted Kmgdom Generally Accepted 
Accounting Practtce (Umted Kingdom Accounting Standards and applicable law) Under company law the directors 
must not approve the financtal statements unless they are satisfied that they g1ve a true and fatr vtew of the state of 
affairs of the company and of the profit or loss of the company for that penod In prepanng these financml 
statements, the dtrectors are requtred to 

• select suitable accounting policies and then apply them consistently, 
• make JUdgments and accountmg esttmates that are reasonable and prudent, 
• state whether applicable UK Accounting Standards have been followed, subject to any matenal departures 

dtsclo~ed and explamed m the financtal statements, and 
• prepare the financtal statements on the gomg concern haMs unless 1t 1s mappropnate to pre~ume that the 

company w1ll contmue m busme"s 

The directors are responsible for keepmg adequate accountmg records that are sufficient to show and explam the 
company's transactiOns and disclose with reasonable accuracy at any ttme the financial position of the company and 
enable them to ensure that the financml <tatements comply w1th the Compames Act 2006 They are abo responsible 
for safeguardmg the a"ets of the company and hence for takmg reasonable <teps for the preventiOn and detectiOn of 
fraud and other ~rregulantles 
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF NORTHERN RAIL 
LIMITED 
We have audited the financml statements of Northern Rail Limited for the penod ended s" January 2011 WhiCh 
compnse the Profit and Lo'5 Account, the Balance Sheet, the Statement of Total Recogmsed Gams and Losses and 
the related notes I to 25 The financml reportmg framework that has been apphed m theu preparation " applicable 
law and Umted Kmgdom Accountmg Standards (Umted Kmgdom Generally Accepted Accountmg Pract1ce) 

Th1s report IS made solely to the company's members, as a body, m accordance with Chapter 3 of Part 16 of the 
Compames Act 2006 Our audit work has been undertaken so that we m1ght state to the company's members those 
matter.;; we are requrred to state to them man audttors report and for no other purpose To the fullest extent 
penn1tted by law, we do not accept or assume respons1hlitty to anyone other than the company and the company's 
members as a body, for our audit work, for th1s report, or for the opmtons we have formed 

Respective responsibilities of directors and auditors 
As explamed more fully m the Directors' Respons1b1ht1es Statement, the d1rectors are responsible for the 
preparatiOn of the financml statements and for bemg sat1sfied that they g1ve a true and fa1r v1ew Our re<pons1bd1ty 
IS to aud1t and express an opmwn on the financml statements m accordance with applicable law and Internatwnal 
Standards on Aud1tmg (UK and Ireland) Those standards reqUire us to comply w1th the Aud!lmg Practices Board's 
Eth1cal Standards for Auditors 

Scope of the audit of the financ1al statements 
An audtt mvolves obtammg evtdence about the amounts and dt<iclosures m the financtal statements sufficient to gtve 
reasonable assurance that the financtal statements are free from matenal mt~statement, whether caused by fraud or 
error Thts mcludes an assessment of whether the accountmg pohctes are appropnate to the group's and the parent 
company s Circumstances and have been consistently apphed and adequately dtsclosed, the reasonablene~s of 
s1gmficant accountmg estimates made by the directors, and the overall presentation of the financtal statements 

Opm10n on financtal statements 
In our opmton the financial statements 

• g1ve a true and fmr v1ew of the state of the company's atfa1rs as at gru January 20 I I and of the company s 
profit for the penod then ended, 

• have been properly prepared m accordance w1th Umted Kmgdom Generally Accepted Accountmg Pract1ce, 
and 

• have been prepared m accordance w1th the requirements of the Compames Act 2006 

Opinion on other matters prescnbed by the Companies Act 2006 
In our opmton the mfonnat1on gtven m the Dtrectors· Report for the financtal year for whtch the financtal 
statements are prepared IS conststent with the financtal statements 

Matters on "h1ch we are reqmred to report by e•cephon 
We have nothmg to report m respect of the followmg matters where the Compames Act 2006 requues u• to report to 
you t f, m our opmwn 

• adequate accountmg records have not been kept by the company, or returns adequate for our audtt have not 
been recetved from branches not vtsited by us, or 

• the financtal statements are not m agreement wtth the accountmg records and returns, or 
• certam dtsclosures of directors remuneratiOn spectfied by law are not made, or 
• we have not recetved all the mfonnatwn and explanation~ we reqmre for our audtt 

Chnstopher Powell FCA, For and on behalf of Deimtte LLP 
Chartered Accountants and Starutory Auditors 
Leeds, Umted Kmgdom 

Dated 
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NORTHERN RAIL LIMITED 

PROFIT AND LOSS ACCOUNT 
Period ended 8 January 2011 

TURNOVER 

Operatmg expenditure 
- Restructunng costs 
- Other operatmg mcome 
- Other operatmg expenditure 

Total operatmg expenditure 

OPERATING PROFIT 

Net finance mcome/(expense) 

PROFIT ON ORDINARY ACTIVITIES 
BEFORE TAXATION 
Tax on profit on ordmary acttvtttes 

PROFIT ON ORDINARY ACTIVITIES 
AFTER TAXATION FOR THE FINANCIAL 
PERIOD 

All amounts relate to contmumg operatiOns 

52 weeks ended 
8 January 

2011 
Note £'000 £'000 

2 571,930 

3 (1,102) 
4 7,720 

(540,658) 

4 (534,040) 

4 37,890 

5 2,280 

40,170 
7 (11,912) 

18 28,258 

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES 

52 weeks ended 
8 January 

2011 
Note 

£'000 

Profit for the financial penod 28,258 
Actuanal (loss)/gam relatmg to penswn scheme 20 (2,900) 
UK deferred tax attnbutable to actuanal 781 

loss/(gam) 

Total recogmsed gams and losses relatmg to the penod 26,139 

53 weeks ended 
9 January 

2010 
£'000 £'000 

614,694 

(1,673) 

(582,746) 

(584,419) 

30,275 

(347) 

29,928 
(8, 756) 

21,172 

53 "eeks ended 
9 January 

2010 

£'000 

21,172 
1,697 
(478) 

22,391 
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NORTHERN RAIL LIMITED 

BALANCE SHEET 
8 January 2011 

2011 2010 
Note £'000 £'000 

FIXED ASSETS 
Intangtble assets 9 3,599 5,457 
Tangtble assets 10 12.550 14,676 
Investments II 

16,149 20,133 
CURRENT ASSETS 
Stocks 12 4,294 3,734 
Debtors 13 30,168 28,807 
Cash at bank and m hand 60,448 49,777 

94,910 82,318 
CREDITORS: amounts falhng due wtthin one year 15 (101,597) (97,437) 

NET CURRENT LIABILITIES (6,687) (15,119) 

TOTAL ASSETS LESS CURRENT LIABILITIES 9,462 5,014 

CREDITORS: amounts falhng due after one year 16 (2,303) (3,881) 

NET ASSETS EXCLUDING PENSION LIABILITY 7,159 1,133 

PENSION LIABILITY 20 (2,191) (54) 

NET ASSETS INCLUDING PENSION LIABILITY 4,968 1,079 

CAPITAL AND RESERVES 

Called up share capttal 17 
Profit and loss account 18 4,968 1,079 

TOTALSHAREHOLDERS'FUNDS 19 4,968 1,079 

The'e financtal 'tatements were approved by the Board of Dtrectors 

ed on behalf of the Board ofDtrectors (/'{\ 2\ Apt')\ 2..01\. 

Dtrector 
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NORTHERN RAIL LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 
52 weeks ended 8 January 2011 

I. ACCOUNTING POLICIES 

The pnnctpal accountmg pohctes are summansed below 

Basts of preparatiOn 

The financtal statements are prepared under the htstoncal cost conventiOn m accordance wtth apphcable 
Umted Kmgdom accountmg standard• The dnectors of Northern have revtewed the gomg concern 
a5'umptwn and are confident that the Bu,mess IS well placed to trade succe"fully through the condttiOn' 
brought about by the recent economtc recessiOn and beyond In reachmg thts conclu'\IOD, the Dtrecton, have 
performed an analysts of detailed tradmg and cash flow foreca>ts that extend beyond the 12 month penod of 
con'itderatwn requtred by the standard The cash flow forecasts reflect both natiOnal and local economtc 
growth factors published by recogmsed authonttes and demonstrate the company s abthty to contmue to 
servtce tiS debts as they fall due Thts " despite the constderable downward sen"t!V!ttes that have been 
apphed, and hence the net current ltabthties posttiOn at the balance .;;heet date ts no cau ... e for concern Where 
posstble, Northern wtll fix costs gomg forward to achteve certamty Thts " achteved through the use of 
hedge mstruments for dtesel fuel and longer-term contracts for utthttes 

Turnover 

The company recogmses turnover from three sources Passenger mcome represents agreed amounts attnbuted 
to the company by the 10come allocation systems of the Ratlway Settlement Plan Ltmlted, ma10ly 10 respect 
ofpas~enger rece1pts Grant mcome relate~ to net ra1l support from the Department for Transport m respect of 
pa~~enger ~erv1ces and amounts rece1ved from Passenger Tran~port Executives Grant mcome 1s recogmsed 
tn the profit and los~ account m the penod to whtch tt relates Other mcome an~es from the prov1~1on of 
anctllary servtces to external parttes A change 10 the Control Penod (CP4) charg10g arrangements with 
Network Rat! resulted 10 a £53 lm reductiOn both to OfT grant revenue and Network Ratl charges There has 
been no Impact on the operat10g profit as a result of thts change 

Intangtble fixed assets 

Franchtse goodwtll anse~ on transttton of a ra1l franchtse, representing the fatr value of the proportwn of the 
penston scheme defictt the company 1~ expected to fund over the franchtse term and any excess of the fatr 
value of the constderatwn gtven over the fatr value of the tdenttfiable assets and habthties acquired 
Franchtse goodwtll was capttahsed and wntten off on a stratght hoe basts over the hfe of the franchtse of 6 Y. 
years Francluse btd costs levted on the company were capual"ed and amorttsed over the hfe of the franchtse 
of 6 Y. years Thts was extended dunng 20 I 0 to reflect the extensiOn of the Franchtse to September 2013 and 
amorttsauon adjusted accordmgly 

Tangible fixed assets and depreciation 

Tangtble fixed assets are stated at cost, net of deprec1at1on and any provtswn for tmpatrment 

Deprectatwn ts provtded to wnte off the cost less restdual value of tangtble fixed assets on a stratght hoe 
basts over the remammg franch1se penod of 2 ~ years as appropnate 

TaxatiOn 

Current tax ts provtded at amounts expected to be patd (or recovered) us10g the tax rates and laws that have 
been enacted or substantively enacted by the balance sheet date 

Deferred taxation ts provtded m full on ltmmg dtfferences that have ong10ated but not reversed at the balance 
sheet date where transactwns or events that result m an obhgauon to pay more tax m the future or a nght to 
pay less tax 10 the future have occurred at the balance sheet date Ttm10g dtfferences are dtfferences between 
the company's taxable profits and Its results as stated m the financtal statements that anse from the mcluswn 
of gams and losses m tax assessments m penods dtfferent from those m whtch they are recogmsed m the 
financtal statements 

A net deferred tax asset ts regarded as recoverable and therefore recogmsed only when, on the basts of all 
avatlable evtdence, It can be regarded as more hkely than not that there wtll be suttable taxable profits from 
whtch the future reversal of the underly10g t1m10g dtfferences can be deducted 

Deferred tax ts measured at the average tax rates that are expected to apply m the penods m whtch the ummg 
dtfferences are expected to reverse based on tax rates and laws that have been enacted or substantively 
enacted by the balance sheet date Deferred tax ts measured on a non-dtscounted ba~1s 
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NORTHERN RAIL LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 
52 weeks ended 8 January 2011 

I. ACCOUNTING POLICIES (contmued) 

Leases 

Operatmg lease rentals are charged to profit and loss m equal annual amounts over the lease term 

Stocks 

Stocks are stated at the lower of cost and net reahsable value Cost ts purcha11e colit on an average cost bast,;; 
Net realisable value ts the value at whtch the stock can be reahsed m the normal course of busmes.., ProvtsJon 
IS made for slow movmg and obsolete tterns 

PensiOn costs 

The Rallwayo; Pens10n Scheme provtdes pen,..wn benefits to the substantial rnaJonty of current employees on 
a defined benefit bas1s The company's mam obhgauon m respect of the Railway Penswn Scheme IS to pay 
contnbut1ons as agreed wtth the scheme actuary and tru,;,tees over the francht~e tem1 

The deficit reflected m the balance sheet reflects only that poruon of the defic1t that 1s expected to be funded 
over the franch1se term, net of deferred ta>. A 'franch1se adjustment IS made to the deficit on this bas1s The 
franchiSe adjustment 1s the projected defic1t at the end of the franchise term wh1ch the company w1ll not be 
requtred to fund, dtscounted back to present value On transitiOn of a rail franchtse an mtang1ble a~set ts 
recogm-.d, wh1ch exactly off;ets the 1011131 recogmt10n of the port1on of the deficll the company " expected 
to fund, net of deferred tax Th1s 10tang1ble asset 1s subsequently amort1sed on a stra1ght hne ba<~s over the 
franchtse term 

The current o;;ervtce cost IS charged to operatmg profit The finance cost of habthlleo;; and expected return on 
assets are shown as a net amount of other finance charges or credtts on the face of the Profit and Loss 
account The servtce cost IS mcluded as part of staff costs m note 6 The actuanal gam/los.;; t<; charged 
through the Statement ofT otal Recogm;ed Gams and Losses 

The pem.wn scheme a~sets are measured usmg fair values whilst the pens10n scheme habthlles are mea,!,ured 
uo;;mg a proJected umt method and dtscounted usmg an appropnate dtscount rate 

Government grants 

Government grants relatmg to tang1ble fixed assets are treated as deferred 10come and released to profit and 
Io-.s over the useful economic hfe of the assets concerned 

Cashflo" statement 

The company 1s exempt under Fmancml Reportmg Standard I from 10cludmg a cashflow statement 10 1ts 
account• as 1t " a wholly owned ;ub<~dmry of Northern Ra1l Holdmg• L1m1ted a company mcorporated m 
the Umted Kmgdom, wh1ch has 10cluded a consolidated cashflow statement m 1ts financ1al statements 

2, TURNOVER 

3 

The company has one pnnctpal class of bus mess bemg the operation of passenger ratlway servtces 

Turnover 1s analysed as follows 
2011 2010 

£'000 £'000 

Passenger mcome 182,109 177,238 
Grant 339,883 390,069 
Other 49,938 47 387 

571,930 614,694 

RESTRUCTURING COSTS 

Restructunng costs of £1,102,000 (2010 £1,673,000) were mcurred by Northern Rml L1m1ted as a result of 
restructunng 
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NORTHERN RAIL LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 
52 weeks ended 8 January 2011 

4 OPERATING PROFIT 

Operating profit is stated after chargmg/(creditmg): 

Oeprectatwn of tangtble fixed a"et' 
AmortisatiOn of mtang1ble fixed assets 
Rentalmcome recetvable 
Access and related charges payable to Network Rat! 
Operatmg lease rentals - Rolhng stock 

- Property leases 
-Other 

The analysis of aud1tor's remuneration IS as follows: 

Fees payable to the company s audttors for the audtt 
company's annual accounts 

Total audtt fees 

Other services 

Total non-audtt fees 

Analysis of operatmg expenditure m the period: 

Raw matenals and consumables 
Staff cosb 
-Wages and salanes 
- Socml li\ecunty costs 
- Other pension costs 

Other external charges 
DepreciatiOn and other amounts wntten off tangtble 
and mtangtble fixed ac;;sets 
Re~tructunng costs 
Other operatmg mcome- Bnttsh Transport Pohce 

of the 

2011 2010 
£'000 £'000 

4,178 3,469 
1,858 3,026 

(I ,064) (869) 
125,258 166,971 
34,340 35,531 
18,660 20,997 

498 262 

107 95 

107 95 

52 33 

52 33 

46,535 34,386 

151,119 151,380 
II ,337 11,108 
17 494 14,516 

308,137 364,861 

6,036 6,495 
I, 102 1,673 

(7,720) 

534,040 584,419 

In the note above, the exceptional credit related to an ongomg dtspute wtthm the mdustry between several Tram 
Operatmg Compames ('TOCs') and the Bntish Transport Police Association (BTPA) regardmg the chargmg 
methodology for their Transport Pohce ServiCes The pnnctpal tssue related to changes m the chargmg basts 
mtroduced by the BTPA with effect from I Apnl 2007 whtch were bemg dtsputed by a number of TOCs on the 
basts that the changes were unlawfully Implemented The dtspute was settled on the 12 March 2010, whtch resulted 
m a credtt to the profit and loss account of £7 72m relatmg to the settlement of pnor penod Transport Police 
servtces 
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NORTHERN RAIL LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 
52 weeks ended 8 January 2011 

5. NET FINANCE INCOME/(EXPENSE) 

Bond costs 
Interest receivable and similar mcome 
Net return/( charge) on pem10n 'cheme ('ee note 20) 

6. INFORMATION REGARDING DIRECTORS AND EMPLOYEES 

Dtrectors' remuneration 
Total directors emoluments for the penod (excludmg penswn) 
Total directors penswn contnbuuons 

Number of directors who are members of a defined benefit scheme 

Remuneration of the highest paid director 

Emoluments of the highest paid director (excludmg penswn) 
Pen<;IOD coo;;ts m reo;;pect of the htghest patd dtrector 

2011 2010 
£'000 £'000 

(333) 
193 

2,420 

(331) 
184 

(200) 

2,280 (347) 

2011 2010 
£'000 £'000 

476 770 
52 41 

528 811 

Number Number 

3 3 

£'000 £'000 

189 194 
21 24 

The amount of the accrued pen"on of the highe>t paid duector at 8 January 2011 was £40,359 (2010 
£13,776) The amount of the accrued lump sum of the highest paid director at 8 January 2011 was £30,653 
(2010 £8,755) 

Dommie Booth, Ruud Haket and Lesley Batty were remunerated through Abelho Transport Holdmg' Ltd 

Peter Van Toor was remunerated through Abelho Transport Holdmgs BV 

Alan Wilson, AnnaJit Kang, Jeroen Weimar, Matthew Brown and Chris Manmng were remunerated through 
Serco Limited It I<; not pracucable to ascertam what proportion of thetr emoluments relates to the company 

Average number of persons employed (mcludmg directors) 
Operatwnal 
Engmeenng and mamtenance 
Admmistratwn and support 

Number 

3,377 
778 
619 

4,774 

Number 

3.473 
718 
561 

4,752 
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NORTHERN RAIL LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 
52 weeks ended 8 January 2011 

2011 2010 
£'000 £'000 

Staff costs durmg the year (mcludmg directors) 
Wage" and salanes 151,119 151,380 
Social secunty cost~ II ,337 11,108 
PensiOn cosb 17,494 14,516 

179,950 177,004 

7. TAX ON PROFIT ON ORDINARY ACTIVITIES 
The tax charge compnses 2011 2010 

£'000 £'000 
Current tax 
Umted K10gdom corporatiOn tax 12,230 8,579 
Adju,tment 10 respect of pnor penod; (72) (117) 

Total current tax 12,158 8,462 

Deferred tax 
Ongmatwn and rever~al of tlmmg dtfference" (314) (170) 
Movement m pensiOn provtston (7) 676 
Adjustment 10 respect of pnor penod' 75 (212) 

Total deferred tax charge (246) 294 

Total tax charge on profit on ordinary achvthes II 912 8,756 

The d1fferences between the total current tax charge shown above and the amount calculated by apply10g the 
standard rate of UK corporatiOn tax to the profit before tax 1s as follows 

2011 2010 
£'000 £'000 

Profit on ordmary actlvtttes before tax 40,170 29,928 

Tax on profit on ordmary acttvttles at standard UK corporation 
tax rate of28% (2010 28%) 11,247 8,380 

Effects of 
Expenses not deducllble for tax purpo,es 412 929 
Capt tal allowances m excess of deprecl3tiOn 564 68 
Movement m short term ttmmg dtfferences 7 (798) 
Adju,tment 10 respect of pnor penods (72) (117) 

Current tax charge for the perwd 12,158 8,462 
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NORTHERN RAIL LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 
52 weeks ended 8 January 2011 

8. DIVIDENDS 

Patd · £5 56 mtlhon per ordmary share (20 I 0 £6 94 mtlhon per 
ordmary share) 

2011 2010 
£'000 £'000 

22,250 27,758 

The d~rectors recommended a final dtvtdend of £8,000,000 (2010 £14,458,000), whtch wa; patd on 24 
December 2010, together with mtenm dtvtdends of £3,100,000 whteh were patd on 30 March 2010, 
£8,000,000 patd on 29 June 2010 and £3,150,000 patd on 24 September 2010 

9. INTANGIBLE FIXED ASSETS 
Franchise Franchise 

b1d costs goodwill Total 
Group £'000 £'000 £'000 

Cost 
At 9 January 2010 and 8 January 2011 3,712 17,181 20,893 

Amortisation 
At 9 January 2010 2,785 12,651 15,436 
Charge for the penod 324 1,534 1,858 

At 8 January 2011 3,109 14,185 17,294 

Net book value 
At 8 January 2011 603 2,996 3,599 

At 9 January 2010 927 4,530 5,457 

15 



NORTHERN RAIL LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 
52 weeks ended 8 January 2011 

10. TANGIBLE FIXED ASSETS 

Short 
leasehold Plant and Assets under 
buddmgs machmery constructiOn Total 

£'000 £'000 £'000 £'000 
Cost 
At 9 January 20 10 1,012 22,501 246 23,759 
Addl!lons 1,949 103 2,052 
Transfer 246 (246) 

At 8 January 20 II 1,012 24,696 103 25,811 

Accumulated depreciation 
At 9 January 20 I 0 603 8,480 9,083 
Charge for the penod 111 4,067 4,178 

At 8 January 20 II 714 12,547 13,261 

Net book value 
At 8 January 2011 298 12,149 103 12,550 

At 9 January 2010 409 14,021 246 14,676 

A ..,~ets under constructton relate to vanous ongomg statiOn developments and other capt tal tmprovement 
prOJects 

II. INVESTMENTS HELD AS FIXED ASSETS 

One share m each of the followmg compames IS held by Northern Rail Limited and all were acqUired for ml 
constderatlon 

ATOC Limited (4p ;hare) 
Rail Staff Travel Limited (4p share) 
Rail Settlement Plan Limited ( 4p <hare) 
NRES Limited(£ 1 share) 

Number of 
shares 

ATOC Limited IS the contractmg arm of ATOC, the Association of Tram Operatmg Compames Rail 
Settlement Plan Limited operates the mcome allocatiOn and settlement routmes on behalf of A TOC Rail 
Staff Travel Limited manages staff travel arrangements m the mdustry on behalf of ATOC NRES Limited 
provides rail related mformatiOn to the pubhc 

12. STOCKS 
2011 2010 

£'000 £'000 

Raw matenals and consumables 4,294 3,734 

There ts no matenal dtfference between the balance sheet value of stocks and thetr replacement cost 
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NORTHERN RAIL LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 
52 weeks ended 8 January 2011 

13. DEBTORS 
2011 2010 

£'000 £'000 

Trade debtor> 15 836 13 720 
Other debtors 3,637 5,610 
Deferred taxatwn (see note 14) 296 57 
Prepayments and accrued mcome 10,399 9,420 

30,168 28,807 

14 DEFERRED TAXATION 

The amounts of deferred tax habihty recogmsed are as follows 

£'000 

At 9 January 2010 57 
Credit to the profit and loss account 239 

At 8 January 2011 296 

The analysiS of the deferred tax habihty I> as follows 
2011 2010 

£'000 £'000 

Capital allowances m excess of deprectatwn 296 57 

296 57 

15. CREDITORS AMOUNTS FALLING DUE WITHIN ONE YEAR 
2011 2010 

£'000 £'000 

Trade creditors 26,876 24,252 
Corporation tax 9,497 6,883 
Other credttor..., 4,322 4,602 
Taxat10n and socml secunty 6,999 6,950 
Accrual"i and deferred mcome 53,303 54,150 
Loans payable 600 600 

101,597 97,437 
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NORTHERN RAIL LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 
52 weeks ended 8 January 2011 

16. CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR 

Grants not yet credited to the profit and loss account 
Other credttor~ 
Loan• payable 

17. CALLED UP SHARE CAPITAL 

Authonsed: 
75 'A' ordmarysharesof£1 each 
25 'B ordmary shares of £1 each 

Called up, allotted and fully paid: 
3 'A ordmary shares of£ I each 
I 'B ordmary shares of£ I each 

2011 2010 
£'000 £'000 

1,317 2,244 
156 205 
830 1,432 

2,303 3,881 

2011 2010 
£ £ 

75 75 
25 25 

3 3 
I I 

4 4 

'A' ordmary shares of £1 each and B ordmary shares of £1 each carry equal voting nghts and rank pan 
passu mall respects w1th the exceptiOn that d1rectors appomted by 'A' shareholders shall appomt one ofthe1r 
number to be chatrman of the Board of Dtrectors In the case of equahty of votes, the chamnan shall have a 
second or castmg vote 

18. RESERVES 

At 9 January 2010 
Retamed profit for the financtal penod 
Actuanal lo~~ relatmg to Pen:-.ton Scheme 
UK deferred tax attnbutable to actuanallo;s 
D1vtdends 

At 8 January 2011 

Profit and 
loss account 

£'000 

1,079 
28,258 
(2,900) 

781 
(22,250) 

4,968 
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NORTHERN RAIL LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 
52 weeks ended 8 January 2011 

19 RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS 

20. 

2011 2010 
£'000 £'000 

Profit for the financial penod 28,258 21,172 
Other recogmsed gams and losses (net) (2,119) 1,219 
D1v1dends (22,250) (27,758) 

Net mcrea~e m shareholders' funds 3,889 (5,367) 
Openmg shareholders funds I 079 6,446 

Closmg shareholders' funds 4,968 I 079 

PENSION LIABILITY 

The Company operates two sectwns of the Ra1lways Pens1on Scheme ("the RPS' ) Th1s prov1des benefits 
for employees based on final pen;wnable pay The members are expected to meet 40% of the cost of the 
emergmg benefit'i One sectwn of the Railways Pension scheme relate<; to the Eastern diVISIOn (ex Amva 
Trams Northern Limtted), and the other sectton relates to the Western dtviston (ex North Western Trams 
Company L1m1ted) The two ;ectwns are descnbed ;eparately below 

The Company's mam obhgat10n m respect of the two sections of the RPS IS to pay contnbutwns as agreed 
wtth the scheme actuary and trustees over the franchise tenn 

The deficit reflected m the balance sheet reflects only that portwn of the defic1tthat IS expected to be funded 
over the franch1se term, net of deferred tax A ''fi'anch1se adjustment'' 1s made to the deficit on th1s baSIS The 
franch1se adjustment IS the projected defic1t at the end of the franch1se term wh1ch the company Will not be 
reqmred to fund, discounted back to present value On transitiOn of a rat! franchtse, an mtangtble asset IS 

recogmsed, wh1ch exactly offsets the m111al recogmllon of the port1on of the defiCit the company IS expected 
to fund, net of deferred tax Thts mtangtble asset t!:> sub~equently amorttsed on a stratght hne basts over the 
franchtse term 

The moo;;t recent actuanal valuatiOns of the scheme assets and the present value of the defined benefit 
obhgallon were camed out at 14 January 2011 by Mercer Human Resources The present value of the 
defined benefit obligatiOn the related current servtce cost and past servtce cost were meao;;ured usmg the 
proJected umt method 

Combmed dn•JsiOns 

The followmg assumption' have been used for both diVISIOn; 

8 January 2011 9 January 2010 3 January 2009 

Discount rate 540% 5 70% 640% 
Rate of mcrease m salanes 3 90% 400% 315% 
Rate of mcrease m deferred pensiOns 290% 350% 2 65% 
Rate of mcrease m pensions m payment 2 90% 3 50% 2 65% 
InflatiOn assumption 340% 3 50% 2 65% 

The assets m the scheme and the expected rates of return have been calculated separately for each diVISIOn 
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NORTHERN RAIL LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 
52 weeks ended 8 January 2011 

20 PENSION LIABILITY (contmued) 

The assets m the o;;cheme and the expected rates of return were 

Eastern Div1sion: 

E>pected E>pected Expected 
rate of 8 January rate of 9 January rate of 3 January 

return at 2011 return at 2010 return at 2009 
8 January £'000 9 January £'000 3 January £'000 

2011 2010 2009 
Equ1t1es 7 95% 167,266 790% 152,243 7 35% 127,034 
Bonds 5 40% 25,711 4 60% 21,258 5 13% 17,129 
Property 620% 22,008 640% 17,935 5 85% 17,275 
Cash and other 050% 23,492 0 50% 20,122 300% 18,662 

Total market value of asset. 238 477 211,558 180,100 

Present value of ~cheme 
habihlles (333 675) (319,065) (210 677) 

Deficit m the ;cheme (95, 198) (I 07,507) (30,577) 
Members· share of deficit 38,079 43,003 12,231 
Franchise adJustment 55,870 64 504 16.060 

Company's share of deficit (1,249) (2,286) 
Related deferred tax asset 337 640 

Net penswn habihty (912) (I ,646) 

Western D1v1sion: 

Expected 
8 January 

Expected 
9 January 

Expected 
3 January rate of rate of rate of 

return at 2011 return at 2010 return at 2009 

8 JanuaQ £'000 9 JanuaQ £'000 3 JanuaQ £'000 

2011 2010 2009 
Eqmt1es 795% 144 274 790% 131,318 7 35% 111,073 
Bonds 5 40% 22 079 4 60% 18,172 513% 14,865 
Property 620% 19,541 6 50% 15,937 5 85% 15,350 
Cash and other 050% 20 267 0 50% 17,637 3 00% 16,168 

Total market value of assets 206,161 183,064 157,456 
Present value of scheme (261, 179) (251 ,592) (167,542) 

habihlles 

Deficit m the scheme (55018) (68,528) (10,086) 
Members' share of deficit 22,008 27,411 4,034 
Franchise adJu>tment 31,257 41,041 4,142 

Company's share of deficit (1,753) (76) ( 1.91 0) 
Related deferred tax asset 474 22 535 

Net penswn habihty (1,279) (54) (I ,375) 
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NORTHERN RAIL LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 
52 weeks ended 8 January 2011 

20. PENSION LIABILITY (contmued) 

AMOUNTS INCLUDED WITHIN OPERATING PROFIT 

Combmed dJvJswns 

Current ~ervtce cost 

Total mcluded WJthm operatmg profit 

AMOUNTS INCLUDED IN NET FINANCE INCOME 

Combmed diVISIOns 

Expected return on scheme assets 
Interest cost on scheme habthttes 
Interest on franchtse adjustment 

Net finance return 

2011 
£'000 

17,494 

17,494 

2011 
£'000 

16,200 
(19,800) 

6,020 

2,420 

2010 
£'000 

II ,902 

II ,902 

2010 
£'000 

13,140 
(14,640) 

1,300 

(200) 

ANALYSIS OF AMOUNT RECOGNISED IN STATEMENT OF TOTAL RECOGNISED GAINS 
AND LOSSES 

Combmed dtvtsions 

Actual return less expected return on assets 
Expenence gam' and losse< on habJhtles 
Gams and losses on change m assumptions 
Expenence gams and losses on franchtse adjustment 

Actuanalloss recogmsed 

2011 
£'000 

(14,554) 
(4,601) 
(2,383) 
24,438 

2,900 

2010 
£'000 

(22,769) 
3,152 

101,964 
(84,044) 

(I ,697) 

HISTORY OF THE EXPERIENCE GAINS AND LOSSES RECOGNISED IN STATEMENT OF 
TOTAL RECOGNISED GAINS AND LOSSES 

2011 2010 2009 2008 2007 
Combmed divisions £'000 £'000 £'000 £'000 £'000 

Difference between expected and actual returns 
on scheme assets 14,554 22,779 (136,834) (I ,060) 17,039 
Percentage of scheme assets 3% 6% -41% 02% 4% 

Experience gains and losses on scheme 
liabiitt1es (6,983) 105,116 (112,512) 8,649 9,634 

Percentage of scheme hab1htles -I% 18% -33% 2% 2% 

Total actuanal gam or loss recognised m the 
statement of total recogmsed gains and losses 
excludmg expenence gams and losses on 
franch1se adjustment 21,538 82,337 24,322 7,589 26,673 
Percentage of scheme habJhtJes 4% 14% 7% 2% 6% 

Total amount recogmsed m statement of total 
recogmsed gains and losses including 
exper1ence gams and losses on franchise 
adjustment 2,900 (1,707) 7,374 3,333 6,437 
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NORTHERN RAIL LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 
52 weeks ended 8 January 2011 

20. PENSION LIABILITY (contmued) 

ANALYSIS OF THE MOVEMENT IN THE SCHEME DEFICIT DURING THE PERIOD 

Combmed divisions 

Change m benefit obhgatoon 
Benefit obhgat10n at the begmnmg of the year 
Current ~ervtce cost 
Interest cost 
Actuanal gams/(losses) 
Benefits patd 

Benefit obhgat10n at the begmnmg of the year 

Change m plan assets 
Fatr value of plan as>ets at the begmnmg of the year 
Expected return on plan assets 
Actuanallosses 
Contnbuttons 
Addttlonal contnbutiOn'i - bras~ matchmg 
Benefits patd 

Funded <latus 
Unrecogmsed net actuanal gams 
Franchtse adjustment 

Net amount recogm'ied 
Related deferred tax asset 

2011 
£'000 

(570 657) 
(28,574) 
(33,000) 
21 377 
16,000 

(594,854) 

394,622 
27,000 
14,554 
23,588 

874 
(16 000) 

444,638 

(150,216) 
60,087 
87,127 

(3,002) 
811 

(2 191) 

Cumulattve gams smce the adoptton of FRS 17 amount to £14,184,000 (2010 £17 084,000) 

21 CONTINGENT LIABILITIES 

2010 
£'000 

(378,219) 
(19,222) 
(24,400) 

(159,796) 
10,980 

(570,657) 

337,556 
21,900 
22,779 
22,445 

922 
(10,980) 

394,622 

(176,035) 
70,414 

105,546 

(75) 
21 

(54) 

Northern Rat! Ltmtted, as the franchtsee, has procured two performance bonds m favour of the Strategtc Rat! 
Authonty These bonds took effect from 18"' October 2004 for the franchtse terrn and for a penod of 7 
reportmg penods after the end of the francht<e 

The mtttal exptry date of the franchtse was 18"' September 20 II However, dunng the year thts was extended 
to 15"' September 2013 The performance bond amount as at 8"' January 2011 was £29,232,296 (2010 
£29 ,232,296) 

In addttton Northern Rat! Ltmtted, as the franchtsee, has procured two season ttcket bonds m favour of the 
Strategtc Rat! Authonty The bonds are dated 3"' December 2004 and took effect from the franchtse 
commencement date of 12'' December 2004 The total season ttcket bond value as at 8" January 20 II was 
£3,074,000 (2010 £2,574,000) 

22 



NORTHERN RAIL LIMITED 

NOTES TO THE FINANCIAL STATEMENTS 
52 weeks ended 8 January 2011 

22 OPERATING LEASE COMMITMENTS 

On 4 February 2005, the company <tgned an agreement wtth Network Rat! Infrastructure Ltd for acce" to the 
railway Infrastructure The agreement, whtch conststs of fixed and vanable charges. expues m the end of 
2010 With a new contract bemg agreed dunng 2010 A new contract was signed on 6"' January 2010 whtch 
took effect from 12"' December 2010 The vanable charges cover track usage, traction, and EC4T, and are 
pnmanly dependent upon tram miles run 

The company has contracts whtch commit 1t to lease rolhng stock from Angel Tram~ Contracts Ltmned, 
West Yorkshire Passenger Transport Executive and Porterbrook Leasmg Company Limited 

At 8"' January 20 II the company was commuted to makmg the followmg payments dunng the next year m 
respect of operatmg lease~ 

Leases whtch exptre 
Wtthm two to five year~ 

23. RELATED PARTY TRANSACTIONS 

Property 
£'000 

19,464 

19,464 

Rolling 
stock 
£'000 

35 109 

35,109 

Other 
£'000 

351 

351 

The company has taken advantage of the exemptions contamed m FRS 8 "Related Party Transactions'' 
paragraph 3c not to dtsclo'" transactiOns With fellow group compames 

TransactiOns wtth related parties outside of the group, as defined by Fmanctal Reportmg Standard 8, the 
nature of the relatJOnshtp and the effect of the transactiOns w1th them are summansed below 

Expense recharges 
Interest 

2011 
£'000 

55 
176 

2010 
£'000 

1,466 
152 

All of the above expenses were payable to Serco Group pic and Its sub<tdtanes, whtch are related parties by 
virtue of Serco Group pic ownmg 50% of the ISSued share capital of the company's Immediate parent 
company At 8"' January 2011, amounts due to Serco Group pic amounted to £2,000 (20 10 £157,000) 

2011 2010 
£'000 £'000 

Executive salanes 132 150 
Expense recharge 56 68 
Interest 176 152 

All of the above expenses were payable to NV Nederlandse Spoorwegen and Its substdtanes, whtch are 
related parties by virtue of NV Nederlandse Spoorwegen owmng 50% of the Issued share capital of the 
company's tmmedtate parent company At 8"' January 2011, amounts due to NV Nederlandse Spoorwegen 
amounted to £33,000 (2010 £66,000) 
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24. IMMEDIATE PARENT COMPANY AND ULTIMATE CONTROLLING PARTIES 

The ultimate controlhng parttes of Northern Rail Limited are NV Nederlandse Spoorwegen and Serco Group 
plc The'e compames each own 50% of the share capt tal of Northern Rml Holdmgs Limited under a JOint 
venture agreement Coptes of the financtal statements of NV Nederlandse Spoorwegen are available from 
Laan Van Puntenburg 100, 3511 ER, Utrecht, Netherlands Coptes of the financial statements of Serco 
Group pic are available from Dolphm House, Wmdmtll Road, Sunbury-on-Thames, Mtddlesex, TW16 7HT 
The tmrnedtate parent company of the smallest group, whtch mcludes the company and for whtch group 
accounts are prepared IS Northern Rat! Holdmgs Limited, a company mcorporated m the UK Copies of the 
financtal statements of Northern Rat! Holdmgs Limited are available from Serco House, 16 Bartley Wood 
Busmess Park, Bartley Way, Hook, Hampshire, RG27 9UY, Umted Kmgdom 

25. FINANCIAL INSTRUMENTS NOT INCLUDED AT FAIR VALUE 

The company operates passenger railway servtces m the UK and, as such, 1s exposed to movements m fuel 
pnces and related exchange rates To protect cash flows, the company enters mto commod1ty swap contracts, 
currently on a rollmg monthly ba,IS, to hedge a proportiOn of ItS exposure' to fuel pnce and related foreign 
exchange movement' Three commodity 'wap contracts were m place dunng 20 I 0 between Northern Rail 
Limited and Calyon, an mvestment bank 

The first commodity swap contract IS cash settled and runs from I January 2007 to 15 September 2011 The 
total volume for the contract IS 124,166,400 htres, at a fixed rate of £0 2895 per htre for the term of the 
contract Calyon pays a floatmg rate on the contract The floatmg rate IS calculated as the datly 0 2% CIF 
NWE pnce m USD per tonne converted mto IItres and then mto GBP at the datly spot rate 

The second commodity swap contract IS cash settled and runs from I October 20 I 0 to 30 September 20 11 
The total volume for the contract was 14,026,114 htres, at a fixed rate of £0 3970 per htre for the term of the 
contract Calyon patd a floatmg rate on both these contracts The floatmg rate was calculated as the datly 
0 I% CIF NWE pnce m USD per tonne converted mto htre' and then mto GBP at the datly spot rate 

The thtrd commodity swap contract IS cash settled and runs from I October 2011 to 18 September 2013 The 
total volume for the contract IS 74,175,460 htres, at a fixed rate of £0 4296 per htre for the term of the 
contract Cal yon pay' a tloatmg rate on both these contracts The tloatmg rate IS calculated as the datly 0 l% 
CJF NWE pnce m USD per tonne converted mto htres and then mto GBP at the datly spot rate 

The fatr value of the fuel hedge was calculated usmg a discounted cash flow methodology The forward rate 
for Gas Otl has been calculated on a monthly basts for the duratiOn of the contract, and was then converted 
back mto GBP usmg the forward rate 

The fmr value of the fuel hedge habthty at gth January 2011 was calculated to be £5,408,120 (2010 
£3,276,031) 
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