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INTRODUCTION

BY OUR CHAIR \

chair, 13 July 2023

(e \~—V

Over the past year we
experienced industrial
disputes on the railway
of a scale not seen for a
generation. But we also
saw some powerful
reminders of how
rail connects people \ Jats
when it matters most.

As an industry we can be enormously proud
of our role in making the Birmingham 2022
Commonwealth Games a huge success.
Through meticulous planning, and with the
help of 300 brilliant volunteers, two million
people passed through Birmingham New
Street station during 12 days of amazing
sporting action.

Last summer rail also played a vital role in
bringing the country together to celebrate
Her Late Majesty Queen Elizabeth II’s
Platinum Jubilee. And it was with great
sadness that just three months later
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Strategic report \

we delivered hundreds of extra services as the country
mourned her death. Thousands of colleagues were on
hand to receive millions of passengers wishing to pay their
respects, and all our managed stations in London opened
24 hours a day to provide shelter and keep people safe as
they waited for their train home.

The exceptional expertise and commitment shown by
colleagues during these major events gives me confidence
that we can remain optimistic and ambitious for the
future of our railway, despite the many challenges we
continue to face.

Key to realising this future is continued progress on
essential industry reform needed to bring about a simpler,
better railway for everyone. I was therefore delighted at the
Bradshaw lecture in February 2023 to hear the Secretary of
State for Transport, Mark Harper, renew the Government’s
commitment to creating Great British Railways, bringing
track and train, and cost and revenue, together, driving
better service for passengers and freight, reducing costs and
increasing revenue, enabling us to truly realise rail’s crucial
role in driving economic growth, jobs, housing and social
cohesion, and sustainability.

Of course, we must also do our utmost to deliver on these
priorities within the industry structure we have right

now. This year we have continued work to deliver major
projects such as the multi-billion-pound TransPennine
Route Upgrade which is on track to provide faster and
more frequent journeys between Manchester, Huddersfield,
Leeds and York, as well as welcoming into service the
Elizabeth line. Such continued investment underlines the

Government’s confidence in our railway to deliver real
improvements to economic growth and the quality of life
for millions of people across Britain.

Rail continues to stand out as an attractive option for large-
scale infrastructure investment as one of the lowest-carbon,
greenest ways to travel, contributing just 1.4 per cent to
total UK transport emissions. This year we have moved
forward in delivering a comprehensive range of initiatives
aimed at achieving net zero emissions by 2050, which is the
foundation of our Environmental Sustainability Strategy.
This includes further electrification of key lines and our drive
to be powered by renewable energy.

Demonstrating rail’'s green credentials is a vital part of
attracting passengers onto rail after the pandemic, but can
only be built on top of a relentless focus on meeting our
passengers’ and freight customers’ needs and on value for
money. This means delivering a safe and reliable service

as we strive to improve customer experience, while driving
down costs and securing better value wherever possible.

It has been a difficult year with sustained industrial action
and extreme weather events causing service disruption.
Thank you to our colleagues, contractors and suppliers

for responding to these challenges with their customary
dedication and skill. Our executive leadership team, led by
Andrew Haines, has worked really hard to deliver the best
possible service for passengers and freight customers, whilst
managing during, and settling, the industrial action; thank
you to them too. There is always room for improvement,
but I passionately believe we can look forward to a bright
future for rail.

Annual Report and Accounts 2023 \ Network Rail Limited \ 07
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A MESSAGE

FROM OUR CHIEF

EXECUTIVE

ANDREW HAINES, OBE

chief executive, 13 uly 2023 /070 .70 70 270 2 i

Bl o

For our railway the last
year will be remembered
for one issue almost
exclusively, strikes.

The period of industrial action at Network
Rail was deeply bruising, not only for our
relationships with colleagues, but for our
passengers and freight customers right
across Britain. It therefore feels appropriate
to focus on this subject in my foreword

as [ believe 2022/2023 will be seen as a
defining moment in setting the course for
the future success of Britain’s railway.

As we emerged from the pandemic, industry
costs were rising, revenue had stalled at
roughly 75 per cent of pre-pandemic levels
and the railway could no longer rely so
heavily on government handouts.

Reform was therefore essential.
Modernising and stripping out old-
fashioned working practices were key
to building a more efficient and safer
railway and to help fund a fair pay deal
for our people.

08 / Network Rail Limited / Annua! Report and Accounts 2023
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We entered into negotiations with our trade unions
optimistically, hoping to reach a settlement that
recognised the vital change needed in our industry and
that would help our colleagues in managing the cost
of living crisis.

1 deeply regret the strike action that followed,
and the harm it inflicted on our passengers
and freight customers, on our industry as a
whole, and on colleagues and teams right
across the business.

However, I am proud of the agreement
we ultimately reached. That agreement
not only gives a fair pay deal that
recognises the enormous contribution
colleagues make, but is also affordable
and supported by vital and long-
lasting changes to our business which
will make us more productive, more
customer-focused and safer too.

That we were able to agree this deal
was in no small part down to the
extraordinary resilience of thousands
of colleagues who went the extra mile
to prevent a total shutdown of the rail
network.

Thousands of contingent managers
across England, Scotland and Wales
stepped up and were trained to safely and
competently operate signal boxes and to
provide support in our managed stations.
We kept key routes open, connecting major
towns and cities and ensuring that critical

Strategic report \

freight routes could continue to flow. This relentless focus
on continuity has undoubtedly strengthened the resilience
of our national rail network for years to come.

I should also acknowledge the consistent support provided
by our shareholder, the DfT, throughout this period.

Strike action hit our industry finances hard and knocked
passenger confidence, but I passionately believe our
perseverance and determination to agree the right deal has
set up the railway for a brighter future.

Now, a new chapter lies ahead and it is our shared
responsibility to heal from this period of industrial action
to build a stronger, more resilient and safer business. At all
levels across Network Rail, we are working to strengthen
relationships and build better engagement with colleagues.
This will be one of Network Rail’s most important journeys
yet, and I am excited to get going.

The Government’s decision to commit significant
funding for rail for CP7 represents a vote of confidence
in rail’s future. Nonetheless, we expect the coming

five year period to be more challenging as a result of
inflation pressures and the imperative to keep investing
to maintain asset condition.

While last year certainly had its challenges, we should also
celebrate some outstanding achievements by Network Rail
colleagues. Delivering the Elizabeth line alongside Transport
for London, the Commonwealth Games in Birmingham

and our response following the death of Her Late Majesty
Queen Elizabeth I are each moments we can be proud

of. As I look towards the future, I know there will be many
other stand out moments where colleagues across the
railway rise to meet such enormous challenges.

Annual Report and Accounts 2023 \ Network Rail Limited \ 09



/ Strategic report

2 2 /)r //’ 2

SIGNIFICANT
EVENTS

B EESSS —

J A Elizabeth line ©
(N Towdrds Abbey Wood
and Shenfietd via
Central London

Elzabeth line services
towards Heathwow 4 and
figading depart from
pogton National Rail
UNPE-RE 4

Sy ot vy
Her Majesty The Queen

- Sy 7 e 28
W e gy e nsy s Pymass hbn

S LT _
e A N
-

ELIZABETH LINE OPENING

In May 2022 in one of her last public engagements, Her Late Majesty Queen Elizabeth II officially opened the Elizabeth
line. Following £19bn of investment, including Network Rail as a major delivery partner, the tunnels under London were
opened to passengers for the first time. Queues to board the first trains stretched around the corner. The enthusiasm for
the service has continued with more than 100 million people having now used the service. In May 2023 the final stage was
opened, enabling passengers to get directly from Reading and Heathrow Airport in the west, through central London to
Stratford, Shenfield and Abbey Wood in the east.

10 / Network Rail Limited / Annual Report and Accounts 2023
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COMMONWEALTH GAMES 2022 TN

To support the success of the Birmingham 2022 Commonwealth Games, colleagues in Network Rail’s Central route coordinated
an industry plan to build excitement and keep passengers moving safely and reliably during the Games. This involved years

of planning with all parts of the business, train operators and wider industry partners to improve train performance, provide
operational resilience and support moving a high volume of passengers on the rail network. Over 12 days of sporting action,
more than two million people passed through Birmingham New Street station, helped by more than 300 railway volunteers.

i a8 TR TR R R - K i

INDUSTRIAL
ACTION

(s

2022/23 was a challenging year
for the rail industry as it faced the
biggest industrial action in recent
history, in a dispute over pay and
modernisation. The industrial

EXTR E M E W EATH E R action saw contingent staff and
teams work together, over 11

months, to deliver a service for

During the summer, Britain had some of its highest temperatures ever our passengers and freight users.
recorded, over 40 degrees Celsius. This weather put a huge amount of Following a referendum in March
pressure on our infrastructure, staff, and passengers. With extreme weather 2023 the dispute between Network
events becoming more frequent as our climate continues to change, we Rail and the RMT was resolved
need to make our railway as resilient as possible. That's why we launched a and we are now working on the
new extreme weather resilience task force, spearheaded by leading global implementation of new working

experts, to tackle the effects of hot weather on the railway. This task force practices relating to productivity.
will investigate and make recommendations on how we can develop our
approach to resilience during extreme weather.

Annual Report and Accounts 2023 \ Network Rail Limited \ 1
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MONUMENT

Members of the Windrush generation and their Royal Highnesses the Duke and Duchess of Cambridge unveiled the National

Windrush monument. The monument’s location,

London Waterloo station, was chosen due to its significance in the Windrush

story as thousands of people who arrived from the Caribbean passed through the station on their way to start their new lives

across the country.

VOO

HER LATE MAJESTY
QUEEN ELIZABETH II'S
FUNERAL

The rail industry came together to help peopie travel to commemorative
events, pay their respects and celebrate the extraordinary life of Her Late
Majesty Queen Elizabeth II. We worked closely with all train operators to run
extra services through the day and into the night and opened our managed
stations 24 hours a day to provide shelter so people could safely wait for their
trains to get home. This was the biggest public transport operation since the
London 2012 Olympic and Paralympic Games.

12 / Network Rail Limited / Annual Report and Accounts 2023
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NETWORK RAIL’'S STORY

VISION, VALUES, STRATEGY, PERFORMANCE

7 7 7 T

Network Rail exists to get people and goods where they need to be and to support our country’s economic prosperity. We do this
by running a safe, reliable and efficient railway that serves our customers and communities. To be successful, we need to be a
company that is on the side of passengers and freight users. This is why we developed our vision of Putting Passengers First.

®®
OUR VISION @

OUR VALUES
— > —

Our regions make sure that their services Our values — how we behave - allow
and decisions meet the needs of the us to deliver our vision. We empower
passengers, customers and communities our people to always be safe, care

they serve. about the railway, its users and each

other, and put teamwork at the heart
of all that we do. This means that we
Put Passengers First.

hll

STRATEGIC PRIORITIES S PERFORMANCE

—_——
The key elements of Putting Passengers First are grouped Our scorecard allows us to measure
under our six strategic priorities: how well we're doing against our
o Safety « Sustainable Growth strategic priorities.
e Train Service Delivery » Customers and Communities
« Efficiencies « People

The linkages between our vision, values, strategic priorities and performance are explained more in About Network Rail on
page 15.
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ABOUT NETWORK RAIL

VP77

Who we are and what we do

We own, operate and develop railway infrastructure in
England, Scotland and Wales. This covers approximately
20,000 miles of track; 30,000 bridges, tunnels and viaducts;
and thousands of signals, level crossings and stations.

Our rail network spans the country, providing a service for
passengers and freight users that underpins daily life and
economic growth. We also manage 20 of the busiest train
stations and we're responsible for timetabling.

The rail network consists of five high-speed main lines
(the West Coast, East Coast, Midland, Great Western and
Great Eastern), which radiate from London to the rest of
the country, augmented by regional rail lines and dense
commuter networks within the major cities. High Speed 1
(the line from London St Pancras to the Channel Tunnel) is
operationally separate from the rest of the network.

Our purpose is to get people and goods to where they need
to be, and in turn to support the UK’s economic prosperity.
Our role is to run a safe, reliable and efficient railway,
serving our customers and communities. We oversee the
running of the railway as an entire system and work closely
with train operators to deliver train services as safely,
reliably and punctually as possible. We lead the industry’s
planning for the future of the railway, and we’re committed
to a sustainability agenda.

We own land throughout the island of Great Britain, the
vast majority of which is used for operational purposes.
Where possible, we make land no longer required for
operational purposes available for housing development.
In addition, we consider ourselves to be Britain’s biggest
neighbour and we take care to be considerate to our
lineside neighbours.

Annual Report and Accounts 2023 \ Network Rail Limited \ 15
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by Network Rail

V4

e 20,000
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bridges, tunnels and
viaducts

VS

Our funding

Network Rail Limited is a company limited by guarantee. It does not
have share capital and therefore does not issue shares. As such, we don’t
pay dividends to shareholders. Our profits are re-invested into improving
the railway network and providing a better service for passengers and
freight users.

Network Rail is also a public sector arm’s length body. While we don’t
have shareholders, the Secretary of State for Transport is our sole
‘member’. Our framework agreement with the Department for Transport
sets out how we’ll work together in terms of corporate governance and
financial management.

The Office of Rail and Road (ORR), our independent regulator, then
fixes the amount we can charge train operating companies for using the
railway network. The amount charged to train operating companies is
reduced by grants received from the UK and Scottish Governments.

Income

Our income is a mix of grants from the UK and Scottish Governments;
payments from train and freight operators that use the railway; and a small
amount of income from our real estate portfolio, e.g.,, rental income from
shops at stations. We also work closely with organisations willing to pay for
projects that benefit them, our passengers and our freight users.

Funding cycles

We work in five-year funding cycles called Control Periods (CP). The UK
and Scottish Governments let us know what they need from the railway
network in each CP and how much they can afford to pay for it. The
2022/23 financial year is the fourth and penultimate year of CP6, which
runs from 1 April 2019 to 31 March 2024 It is our responsibility to deliver
a railway which is efficient, reliable and safe. We must deliver reliable train
performance daily and we’re held to account for this throughout the CPs.

Our vision - Putting Passengers First

We’re continuing to implement our vision to be a company that’s on the
side of passengers and freight users. We want to be considered efficient,
dependable and a company people are proud to work for. We've embedded
a customer service mindset across our business to support this vision.

We developed our Putting Passengers First vision to address feedback
received from customers, stakeholders and employees in 2018. It accords
with our intention to deliver a more sustainable, efficient and joined-up
railway. We identified six strategic priorities for delivering our vision and
we describe these below. They're a vital consideration in the stakeholder
actions we take.

16 / Network Rail Limited / Annual Report and Accounts 2023
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Our strategic priorities

To help us deliver our Putting Passengers First vision, we've identified six strategic priorities. Our key performance indicators
(KPIs) are based on these strategic priorities. See How we performed on page 22 for more information on our performance

against these KPIs.

Safety
@ Our safety vision is Everyone Home Safe Every Day. Safely running the country’s railway is of
—— paramount importance to us. Our safety vision applies to passengers; other members of the public (for
example, those living and working near the railway); our employees; and our contractors. Safety is a
vital factor in the decisions we make during our works on the railway. We regularly measure our safety
performance to help us to continually improve and work towards achieving our safety vision.
Our KPIs:
Passenger Safety (Train Accident Workforce Fatalities and Personal Accountability
Risk Reduction) (TARR) Weighted injuries (FWI) for Safety (PAFS)
Measures achievement of the key An index representing workforce A measure of how much we are
milestones and metrics to reduce safety, using fatalities and non-fatal improving our culture and behaviours
train accident risk. TARR is made up injuries per hour worked. A lower FWI to help keep ourselves and our
of milestone targets and volume represents better performance. colleagues safe. The measure assesses
targets, both of which have different the combined reduction in (i) Breaches
achievement weightings. of Life Saving Rules, and (ii) High
Potential events.
Yo V4
— Train service delivery
T We understand that passengers want a punctual and reliable train service. We're focussed on reducing
g;%ﬁ:; delays and disruption for passengers and freight users by seeking to stop faults occurring. Improving
both how we work and the technology we use to quickly find and fix faults means that we can return
service levels to normal as promptly as possible.
Our KPIs:
On time Passenger satisfaction Freight cancellations
The percentage of Recorded Station Reported as a mean score of The number of Network Rail and
Stops called at on time (early or passenger journey satisfaction on a Other Operator-caused cancellations,
<1min late). scale of 1-10 (1 poor - 10 excellent). as a percentage of freight trains run.
Yo o4

Efficiency

The delivery of an affordable and efficient railway is a key priority. A substantial proportion of our
funding comes from taxpayers. We understand our responsibility to spend this money wisely and to
work as efficiently as possible to deliver value to our customers. The greater our efficiency, the more
money we have to invest in providing an improved service for passengers.

We're continuing to use the latest technology and practices to speed up our work safely, both on and

off the track. Completing improvement work more quickly means we're saving money and causing less
delay and disruption for passengers and freight users.

Annual Report and Accounts 2023 \ Network Rail Limited \ 17
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Efficiency continued

Our KPIs:
Financial performance measure Enhancement Milestones and Effective Volumes
{FPM) . - . . . - Accelerations ' ' A measure of how much additional life
An assessment of how Network Rail An index measure consisting of our renewals activities add to our assets,
has performed compared to the (i) the per cent of milestones which provides a medium-term view of
financial targets set out in the CP6 completed ahead of time or on time, sustainability. Calculated as a weighted
Business Plan. The measure is an (ii) cost saved through application of aggregation of renewals volumes, where
aggregation of the three individual SPEED principles, and the weighting distinguishes between
FPM measures from prior years (P&L, (iii) time saved through application of activity types and their different
Renewals and Enhancements). SPEED principles. impacts on asset life.
Ve &4
Sustainable growth
It remains the case that one of our priorities is to work to improve the railway infrastructure where
there is a strong business case to do so.
We reported on our Environmental Sustainability Strategy 2020-2050 in 2021/22. It commits us to
delivering a low emission railway (we’ve set ourselves a reduction in carbon emissions target to be met
by the end of the current Control Period); a reliable railway service that’s resilient to climate change,
with improved biodiversity of plants and wildlife; and minimal waste and sustainable use of materials.
See the Environmental Sustainability section on page 82.
Our KPIs:

Environmental Sustainability Index

An index representing performance against four key environmental measures:
(i) per cent of waste recycled,

(ii) per cent of waste diverted from landfill,

(iii) per cent reduction in carbon emission, and

(iv) per cent reduction in non-traction energy usage.

Y4

Customers and communities
We're continuing to improve the service we provide to our customers and communities by listening
& to what they need and responding appropriately. We’ve set ambitious targets to assist in terms of
Putting Passengers First and being a more collaborative partner. We've also prepared detailed plans
g @ Q ﬁ for various train station improvement works.

As reported last year, we're working closely with lineside neighbours - the people and businesses who
live and work next to the railway - and looking to minimise the impact our track works may have on
them. We've also continued to reduce the time it takes us to respond to any complaints we receive. We
met our ambitious target for 2022/23.

Our KPIs:

Complaints Handling

An index calculated from

(i) the number of complaints,

(ii) the average age of open service requests,

(iii) quality assurance score for complaints handling, and post contact customer survey score.

18 / Network Rail Limited / Annual Report and Accounts 2023
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We're reliant on our people to ensure that we can implement our vision to put passengers first. Our
corporate values accord with our customer service mindset and our Putting Passengers First vision.

Our customer service mindset applies to Network Rail colleagues, irrespective of the part of the
business they work in, and to other stakeholders. We have consistent communications with Network
Rail employees to ensure that they are all aware of our vision and to encourage them to think about
how best they can serve users of the railway.

We empower our people to always be safe, to care about the railway, its users and each other, and to
put teamwork at the heart of all we do. Our corporate behaviours include accountability, challenge,

collaboration and customer focus.

We recognise the importance of having a diverse workforce and of providing an environment in
which everyone can feel content, achieve their best, and, we hope, feel proud to work for us. We're
very supportive of mental health initiatives and have set a target to reduce work-related mental

health absences.

We strive to ensure our people feel safe without the fear of discrimination. A diverse and content
workforce will, we believe, reflect the diversity of our passengers and of the communities we serve and
operate in. We believe this will enable us to understand and address what our stakeholders need from us.

Our KPlIs:

Employee engagement

An index representing the proportion of employees surveyed who responded favourably to key questions on engagement.

O O e ———————

Our operating model -
how we’'re organised

See page 21 for an infographic showing our operating
model on a page.

We're organised into five geographical regions, each

with its own managing director who is a member of the
Executive Leadership Team: see the map on page 33.

Those regions are sub-divided into a total of 15 routes. As

a result of our devolution programme, many decisions that
were previously taken centrally, now take place at region

or route level. The people making the decisions are closer
to their passengers and freight users and have a better
understanding of what they need. This enables us to deliver
any changes more effectively.

Regions
The five regions lead on local resourcing strategy and
planning activities, bringing together engineering

capability and management of our assets: these include
track, bridges, signals, cuttings, etc. The regions are
accountable for improving the railway network within their
geographies, and are responsible for aspects of longer-
term planning, including timetables and project business
case development.

For more information on each region, please see their
individual reports:

Eastern on page 34

North West & Central on page 40

Scotland’s Railway on page 46

Southern on page 52

Wales & Western on page 58

Routes and Route Services

Routes are responsible for the daily running of the railway,
thereby bringing decision-making closer to passengers.

The responsibilities of our routes include maintenance and
renewal work, for example carrying out repairs to our assets
over the short to medium-term.
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Our Route Services directorate supports our routes, regions
and functions. This is accomplished by providing network
operations, freight, telecoms and technical expertise, and a
number of different customer-focussed services to regional
customers and other parts of our business.

Route Services includes, among other teams: commercial
and procurement; supply chain operations; business
services; IT services; asset information services; and
engineering services. The team oversees the delivery of
national programmes and initiatives. It focuses on the
provision of services for the benefit of passengers and
also freight customers. Its work complements our Putting
Passengers First vision.

Network-wide directorates

System Operator

This takes a whole-system view of the railway and
provides industry leadership in the development of long-
term network strategies and advice to funders. Its work
integrates the railway service we hope to deliver and the
production of the railway timetable.

Technical Authority

This directorate has network-wide accountability - in
accordance with our Licence to Operate and Safety
Authorisation - for setting and monitoring compliance with
the policy, strategy and control frameworks relating to the
following:

« safety

» engineering

+ asset management

e security

« environment and sustainability.

Core professional functions

CFO directorate

This is made up of eight functions:

e Group Finance

¢ Property

« Legal and Corporate Services, including Corporate
Commercial Services

¢ Audit and Risk

« Planning and Regulation

« Corporate Finance and Business development

o the Rail Investment Centre of Excellence.

These functions drive effective financial management

and deliver the company’s legal reporting and compliance
requirements with our independent regulator - the ORR -
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and with third parties. They also lead the development and
delivery of the network strategy and our business plan.

In addition, the CFO directorate provides professional
leadership and assurance on capital delivery affordability
and holds the business to account for delivering
sustainable efficiencies.

Human Resources (HR)

This function leads the development and delivery of our
people strategy and policies across the business. It works
with the regions and functions, according to need and
demand, to provide professional HR leadership and services.
The team also delivers strategic transformation initiatives.

In this reporting period our HR function has played a key
role in industrial relations, workforce engagement and

in the implementation of workforce reforms. We explain
further in the Corporate Governance report, page 118
(see the ‘Modernising Network Rail’ sub-heading on
page 119) and in the How we Engage with Stakeholders
report, page 109.

Communications

The Corporate Communications function is responsible for
ensuring Network Rail presents a consistent narrative which
places our customers at the heart of everything we do. It
operates a business partnering approach with national
functions and services; our devolved organisations have
their own communications teams.

Measuring our progress

We assess how well we're doing in delivering our

vision through our scorecard measures. Our progress
measurements align with the strategic priorities described
above. See the ‘How we performed 2022/23’ report on
pages 22 to 27 for more information on our scorecard and
the ways we measure progress.



OPERATING MODEL
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In 2022/23 we continued to emerge from the
unprecedented impact of the pandemic. We also faced

the challenge of prolonged industrial action, during which
our focus was on delivering a safe and reliable service for
our passengers including key workers and freight users.

Our operating model enabled us to serve and meet the
changing needs of passengers and freight users and quickly

respond to external changes.

Our funding
comes from:

¢ UK Government
¢ Transport Scotland

e Charging train operators
to use our track

e Income from our
property assets.

We are held to
account by:

o The Office of Rail and
Road - our economic and
safety regulator

o UK Government:
Department for
Transport, HM Treasury

o Transport Scotland.

Our key stakeholders
include (in no particular
order): lineside neighbours,
national and local
government, our supply
chain, train and freight
operating companies, trade
unions, Transport Focus,
Rail Accident Investigation
Branch, British Transport
Police, industry partners.
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We continue our journey to being more customer-focussed

and service driven. Putting passengers first is our priority, with
our efforts concentrated on delivering a more sustainable,
efficient, joined-up railway that is on the side of passengers
and freight users. Our operating model reflects that we all
work directly for the benefit of passengers and freight users,
or we work to support those that do.

PASSENGERS AND
FREIGHT USERS

OUR FIVE REGIONS

SERVICE DIRECTORATE

NETWORK-WIDE

Eastern; North West
& Central; Scotland’s
Railway; Southern;
Wales & Western -
make sure services and
decisions will meet
the needs of their
passengers, customers
and communities.

These regions are sub-
divided into 15 routes,
whose focus is on running
services and maintaining
the railway infrastructure.

DIRECTORATES

EXECUTIVE
LEADERSHIP TEAM

NETWORK

RAIL
BOARD

Route Services - leads
network operations and
strategy, and provides
essential operational and
business services.

System Operator - brings
together timetables,
network and industry
strategies and plans.

Technical Authority

- provides technical
leadership and specialist
expertise.

Finance, HR,
Communications

- provides financial
management and
professional support to
our regions and functions.
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HOW WE PERFORMED

7 7 7 /D

The National and Regional scorecard targets are shown in the centre circle. The figure below is the actual performance
achieved. The achievement figure above the circle shows where actual performance sits within a taper range. Against
each of our metrics we have a lower taper (our lowest permitted level of performance), a target (what we aim to achieve
throughout the year) and an upper taper (the level at which we are considered to be outperforming).

Where we achieve anything below our lower taper, we get an achievement score of zero. Performing to target will get us
an achievement score of 100 per cent. Outperformance (above target) means we’re achieving above 100 per cent up to a
maximum of 200 per cent.

Our national scorecard outturn for financial year 2022/23 was 20.4 per cent.
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Passenger safety- train accident risk reduction (TARR):
This measures achievement of the key risk reduction
activities planned in the year, this includes vegetation,
drainage and fencing management and other activities
that monitor our infrastructure. The TARR metric is made
up of milestones and volumes, all of which have individual
achievement weightings and targets. A higher figure
represents a better performance against target.

The target was to achieve 95 per cent over the year. We
completed the year at 86.3 per cent, falling short of our
targets for train-borne monitoring, which helps us detect
track defects, generally due to having some fleet reliability
issues which are we looking to improve next year and Road
Vehicle Incursion (RVI) site management, which are sites
which have high risk of vehicle intrusion across a third-party
boundary onto the railway infrastructure. We continue to
work with the highways authority to deliver interventions
to mitigate this. We continue to outperform in our
maintenance interventions that support our risk reduction.

Workforce fatalities and weighted injuries (FWI): This
is a measure of workforce safety. This includes Network
Rail employees, contractors and our supply chain. It is an
index measure based on how many injuries or fatalities
our people suffer while at work. Each incident is weighted
depending on the severity and the measure is calculated

Train service delivery "/ S/ /7 /7 777777777777 777777777 (B3
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per million hours worked. A lower figure represents a better
performance against target.

We missed our target of 0.054 and felt the tragic loss of two of
our contractor colleagues in Southern and Scotland. We remain
committed to safety in all aspects of our work and continue to
make further improvements. This year we recorded the fewest
number of specified and non-specified injuries. We continue to
embed our safety framework aimed at improving safety across
our workforce and network and promoting safety culture.

Personal accountability for safety (PAFS): Thisis a
measure of how well we’re improving our culture and
behaviours to help keep ourselves and our colleagues
safe, as with FW], this includes Network Rail employees,
contractors and our supply chain. The measure assesses
the combined reduction in breaches of Life Saving Rules
(these are rules that are in place to keep us safe) and high
potential events. In this metric a lower number is better as
it means there have been fewer breaches and incidents.

Our performance in this area continues to improve. This

is predominantly driven by a reduction in Life Saving Rule
breaches due to a reduction in speeding offences. The roll
out of the In Cab Safety System (ICSS), now in 97 per cent
of the Network Rail vehicle fleet having realised the benefit
in driver awareness and monitoring improvements.
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Train service delivery "/ /7 /77 77 77 S 77777 PSSP IS PSS S ;@
North West & Scotland’s Wales &
Central Railway Southern Western

Freight cancellations

National Eastern

6.95% | 7.69% | 9.40%

On Time: This measure is the percentage of recorded station stops called at early, on time, or less than one minute late.
This measure is a mixture of various levers of performance including passenger numbers, timetable, dwell times, asset
failure rates, extreme weather conditions and seasonal weather such as autumn leaf fall approximately 60 per cent are
owned by Network Rail e.g., infrastructure failures, the remaining 40 per cent is owned by operators e.g., fleet failures.

We finished the year behind target (73.1 per cent) achieving 67.8 per cent of trains On Time. This has been a challenging
year for the rail industry. We felt the effects of severe weather affecting our infrastructure, the extreme heat in the summer
months meant that we enforced blanket speed restrictions in some areas. The very hot and dry weather affected our track,
this included shrinkage of clay subsoils, with the soil moisture index lower than in summer 2018 and led to the imposition
of track related speed restrictions, which although are reducing, are still in place in some areas of our network. Other factors
have included the availability of train crew, track incidents and growth in passenger numbers affecting station dwell times.
Regions have performance recovery plans in place for next year and are working with industry partners to establish a
National Performance recovery programme.

Passenger satisfaction: This measure is reported as a mean score of passenger journey satisfaction on a scale of 1 to 10 (1
being poor, and 10 excellent). It’s based on outputs from the ‘wavelength’ surveys: ‘Overall, how satisfied were you with this
particular journey on a scale of 1-10?’ Passenger journey satisfaction finished the year with a score of 7.72 against a target
of 7.94. Drivers for satisfaction continue to be, declining train performance, severe weather events that cause delays, and
specifics such as not being able to get a seat. Given the strong correlation between On Time and Passenger Satisfaction, our
scores are often reflective of any changes in performance. We have undertaken a study around the drivers for satisfaction

in order to identify trends and areas of improvement. Some of our other initiatives aimed at enhancing the customer
experience include; free toilet access in our managed stations, access to free water and a focus on accessibility to improve
passenger experience.

Freight cancellations: This is the number of Network Rail and other operator caused cancellations, as a percentage of
freight trains run. A lower figure represents a better performance against target.

The target was to maintain the level of freight cancellations at last year’s strong performance. Industrial action had the
most significant impact with 71 per cent of all freight cancellations (over 10,000 trains). This year also saw one of the
hottest summer periods resulting in a large number of cancellations. Of all cancellations 8 per cent related to severe
weather events. We ended the year at 7.62 per cent, worse than our overall target of 1.17 per cent (2021/22 outturn of
1.65). We're working with our regions and Freight Operating Companies (FOCs) to understand how we can improve our
performance going forward.
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Financial performance measure (FPM): This measure

is an assessment of Network Rail’s delivery against the
previous year's business plan (2022/23). The measure is an
aggregation of the three individual FPM measures (profit

and loss, renewals, and enhancements).

We finished the year significantly behind our target for
FPM by £865m. We've been impacted by a number of
factors this financial year including industria! action, train
performance and our rising renewals costs (work we do to
operate and maintain our network).

Enhancement milestones and acceleration: This measure
has two components. The first component is the number of
milestones on enhancement projects completed ahead of
plan or to plan, as a percentage of all milestones planned for
delivery in the year. For reasons outside of our control, we had
to move four of our original 25 milestones, out of 2022/23. We

104%

have delivered 17 of our 21 milestones either ahead of or in
accordance with our planned delivery dates. These milestones
are designed to enhance and improve the network. We
continue towards achieving the milestones that are overdue.

The second component is acceleration, which relates to
tracking cost and scheduling efficiencies in our projects.
Acceleration is managed under project SPEED (Swift, Pragmatic
and Efficient Enhancement Delivery) which has two core
principles at its heart — to reduce the time and cost of project
delivery. We are currently performing well with this initiative.

Effective volumes: This is a measure of how much
additional life our track renewal activities add to our assets,
which provides a medium-term view of sustainability. It’s
calculated as a weighted aggregation of renewals volumes,
where the weighting distinguishes between activity types

and their different impacts on asset life.
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We have achieved circa 91 per cent of the volumes of our
budgeted renewals work. Whilst additional works were
delivered, particularly on Track Switches and Crossings,
Bridges and Earthworks, this did not offset the impact of

disrupted delivery (including impact of Industrial Action) on
Track (Plain Line) and Signalling works. The under delivery of
these works is replanned for recovery early in the future year.
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Environmental sustainability index: This is an index
representing performance against four key environmental
measures: percentage of waste recycled, percentage of waste
diverted from landfill, percentage reduction in carbon emissions
and percentage reduction in non-traction energy usage.

We're taking great strides in meeting out targets in this
area. We've achieved 120.5 per cent of our target. We have
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had some data issues from energy suppliers which we’ve
been trying hard to resolve to ensure our numbers are more
robust and accurately reflect our position. We continue to
work closely with our regions to achieve our targets. We

are continuously employing sustainable solutions when
undertaking new building works and looking for ways to
improve our existing practices to meet our carbon and

energy targets.
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Complaints handling: This measure is calculated from four separate elements: the number of complaints received, the
average age of all open cases, the average score of our customer surveys and the average score of our internal case
monitoring, relating to Network Rail's activities and not train services.

We achieved 96.4 per cent against our target of 100 per cent. Our customer contact levels are increasing following a return
in services post Covid-19. The top complaint types we receive relate to noisy engineering work, no advance notice and

driving/vehicle issues. We continue to seek ways to improve our relationship with our lineside neighbours and customers to
address concerns raised and are aiming to launch a new digital notification service to help keep our communities informed.
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North West & Scotland'’s South Wales &
Central Railway outhern Western

Employee engagement

National Eastern

Employee engagement index: This is a measure representing the proportion of employees surveyed who responded
favourably to key questions on engagement. It is calculated using the ‘say, stay, strive’ methodology, which measures
if employees are speaking positively about the organisation, have a desire to be a member of the organisation and are
motivated to exert extra effort that contributes to the organisation’s success.

The full Your Voice survey in April - May 2023 provided an engagement score of 49 per cent. Encouragingly 60 per cent of
our colleagues took part, which means a large proportion of colleagues provided valuable feedback. We have introduced
some new initiatives to support our workforce these include; new employee focused policies launched — Carers policy and
hybrid working policy, family focus employee network embedded with a view to create a workplace where all employees feel
supported on their journey through family life.

Regional Performance /7 / /7 /7 /7 7/ P P/ /S SIS P IS/ S ST/

Each region is responsible for their own scorecard and performance. The individual region sections in this document will
provide more detailed information on how they performed. Below is a high level summary of scorecard outturn:

Eastern: Scorecard performance was at 62 per cent. We have outperformed on our safety metrics, with fewer Personal
Accountability for Safety (PAF) breaches and lower Fatalities and Weighted Injuries (FWI). We have also had strong
performance against our Environment Sustainability Index and Effective Volumes targets.

North West & Central: Scorecard performance was at 43.8 per cent. We completed all our enhancement milestones and
delivered for our customers through the customer scorecards; particularly, the implementation of joint safety initiatives.

Scotland’s Railway: Scorecard performance was 62.7 per cent for the year. We've performed well in our personal
accountability for safety, complaints handling and environmental sustainability index measures. Industrial action had an
adverse impact on our financial position and freight.

Southern: Scorecard performance was at 50.3 per cent. We performed well in relation to our customer measures particularly
complaints handling and in other areas including Train Accident Risk Reduction (TARR), and effective volumes. We've
outperformed our targets in relation to our enhancement milestones.

Wales and Western: Scorecard performance was at 47.4 per cent. We've met our targets in relation to Train Accident Risk

Reduction (TARR), enhancement milestones and environmental sustainability index. We also performed well in relation to
our complaints handling measure.
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CHIEF FINANCIAL
OFFICER’S REVIEW

2022/23

chief financial officer, 13 July 2023

QQ(N; vecore

The year ended 31 March 2023 was the penultimate
financial year of Network Rail’s five-year control period,
covering the period from 1 April 2019 — 31 March 2024.
This review will look back over the last year which has seen
Network Rail impacted by a series of strikes by employees,
severe weather events and changes in rail usage as we
emerge from the pandemic.

Government continues to support our industry and our
direct customers, the passenger and freight operating
companies, have continued to pay amounts owed to
Network Rail as they fall due.

The resolution of the industrial dispute, in March 2023, was

vital to help the industry regain the trust and confidence of

our customers and in doing so improve revenues and reduce
the railway'’s reliance on taxpayers’ subsidies.

Network Rail has reported a significant loss this year as a
result of the impact of high inflation on the valuation of our
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RPI-linked bonds. These revaluations have no impact on our
in-year cashflows. Cash generated from operations remains
strong and every penny of these cashflows has been used
to fund our railway investment programme.

Network Rail remains focussed on reducing its ongoing cost
base and is on course to meet its five-year target of £4bn
planned efficiencies.

Our original £3.5bn five-year efficiency programme was
increased to £4bn as we sought to improve the level of
efficiencies we are achieving from our 2019 cost base. We

are on course to achieve the revised £4bn target and have
delivered a further £0.9bn this year through productivity
improvements, securing more efficient track access to conduct
work, and through leveraging modermn technologies. This
means that over £2.9bn of the £4bn target has been achieved
in the first four years of this Control Period, in line with our
plans. So, despite many challenges this Control Period, we
continue to deliver our plans and meet our challenging targets.




Key financial highlights

(The financial statements start on page 183)
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« Revenue increased to £10.0bn from £9.6bn. Increases in regulated charges to train and freight operators, retail income
from shop units at stations and revenue grants from governments were offset by less train performance regime income,
mainly as a result of compensation paid to train and freight operators for cancelled services due to industrial action, and

the impact of severe hot weather in summer 2022

« operating costs increased from £6.6bn to £7.0bn as a result of inflationary pressures

« operating profit was £3.0bn, the same as in 2021/22

o loss before tax was £1.1bn (2021/22: profit £0.3bn). The decrease relates to increases in the value of Retail Price Index

(RPI)-linked bonds previously issued to fund the railway
 investment was £6.5bn compared-with £6.1bn in 2021/22

¢ net debt increased to £59.1bn from £56.1bn due to increases in the valuation of RPI-linked bonds.

Financial summary

This review will focus on financial performance in 2022/23.
Despite falling behind our Financial Performance Measure
(see below) by £574m we achieved operating profits of
£3bn both this year and last. However, this year we made
a loss before tax of £1.1bn (2021/22: profit £0.3bn) The
decrease was due to the additional indexation uplift of
£1.4bn when valuing the legacy RPI-linked debt. The non-
cash increase in the indexation uplift is due to inflation
being much higher compared with last year. Revenue was
£0.5bn higher than last year and operating costs showed
net increases of £0.4bn, through inflationary pressures and
additional depreciation.

Profit movement (£bn)

£bn
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The graph above shows how profit moved from this year
to last showing a £0.5bn increase in income, an increase in
operating costs of £0.4bn and Financing and other costs
increasing by £1.5bn. The result being profit before tax fell
from £0.3bn to a loss of £1.1bn.

Revenue
Revenue increased in the year to £10,014m (2021/22:
£9,553m), an increase of £461m. Grants increased by

£1,002m as we required more grant funding to meet
operating and finance costs. For further details, see Grants
recognition policy on page 190. Track Access Charges
increased by £149m largely due to RPI indexation of
agreements. However, passenger franchise revenue was
reduced by Schedule 4 and 8 performance and access
regime income decreasing in the year by £791m. Train
performance declined largely as a result of industrial action,
weather events and increased traffic as the timetable
returned to more normal levels.

Our other income increased by £6m as a result of the
recovery in retail income from shopping units at stations
as we emerge from the pandemic, being offset by

freight revenue reductions as a result of the impact on
performance of strikes, weather-events and increased
traffic. Network Rail passes through the electricity costs for
the railway network, and this amounted to an additional
£95m this year.

Revenue movement (£m)
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The graph above shows how revenue changed year-on-
year. This shows an increase in Grant income of £1,002m,
an increase in track access charges of £149m, a fall in
Schedule 4 and 8 incomes of £791m, an increase in
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electricity recovery of £95m and an increase on other
income (including property) of £6m. As a result, revenue
increased from £9,553m last year to £10,014m this year.

Operating costs

Net operating costs this year were £7,040m. This
increased by £446m from last year's expenditure of
£6,594m, net of efficiencies. The year-on-year movement
was largely driven by higher energy costs of £115m
including electricity costs for the railway network of
£95m, £149m on external maintenance costs including,
strengthening and delivering core . maintenance, as

well as cost inflation on plant materials and utilities,

and Digital Railway costs incurred in freight and train
operator assets; staff costs reduced by £144m (see
below). There was also a reduction in the cost of Network
Rail teams used to deliver capital projects by £121m.

In addition depreciation (net of grant amortisation)
increased by £150m reflecting increased investment in
the railway.

Employee costs

Staff costs reduced by £144m, around five per cent.

This was because of the reduction in headcount, from
initiatives such as modernising management, offset by pay
settlements in the year.

Tax

We have significant brought forward tax losses (£2.3bn),
not recognised as a tax asset in the accounts (see note 9

to the financial statements). As we made a loss this year
no corporation tax is payable. We are also due a refund for
tax paid in 2021. The tax credit of £504m (2022: charge of
£925m) comprises of a carporation tax £50m credit (2022:
£10m charge) and a deferred tax credit of £454m (2022:
charge of £915m.)

Financing costs

Finance costs for the year were £4,198m. This is higher
than last year's charge of £2,844m, largely because of the
impact of much higher inflation, increasing the value of
RPI-linked bonds and higher prevailing interest rates.

Investment

This year we delivered £6.5bn of railway investment
(2021/22: £6.1bn) in the form of renewals and
enhancements. Enhancements that will increase
the capacity of the network have amounted to
£2.4bn (2021/22 £2.2bn). This included £1.8bn of
DfT-funded schemes, £0.2bn funded by Transport
Scotland and £0.5bn of other grant-funded projects.
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Major schemes included TransPennine improvements,
East West Rail, Midland Main Line improvements,
East Coast Main Line improvements and in

Scotland, improvements relating to the Inverness

to Aberdeen and Edinburgh to Glasgow lines.

All of these schemes will improve connectivity, reduce Great
Britain’s carbon footprint and drive economic development.
For example, the TransPennine Route Upgrade will improve
journey times, enhance the reliability of this busy part of
the network and enable a reduction in greenhouse gas
emissions in the region.

We have also invested £4.0bn (2021/22: £3.9bn)

on renewals this year. This included £1.1bn of track
renewals, which delivered 830km of new track and
replaced nearly 300 switches and crossings. In addition,
£0.9bn was spent on signalling renewals, £0.7bn on
structures, including around 13,000 square meters of
bridges, £0.4bn on electrification assets, £0.3bn on
buildings and property including improving stations for
passengers, and £0.6bn on other renewals including
telecoms, IT, plant and equipment, drainage, intelligent
infrastructure and faster electrical isolation equipment.
In the year, we delivered 91 per cent of our seven key
renewal volumes (2021/22: 104 per cent).

Financial performance
measures and efficiency

Financial performance measures and Efficiency are two
methods of measuring how Network Rail has delivered
better value for money for our customers and funders.

Our key performance indicator, the financial performance
measure (FPM), measures our performance against the
regulatory determination and our in-year targets. This
means our baselines for FPM already include the targeted
efficiency savings for the Control Period. FPM also includes
revenue whereas efficiency (originally £3.5bn) focuses on
our running costs.

Meanwhile Efficiency, as required to meet the £4.0bn
target, is measured against the like-for-like costs at the
end of the previous Control Period. Efficiency reporting is
focussed on the day-to-day costs of running the railway
(operating expenditure, maintenance and renewals)
while the financial performance measure assessment also
includes turnover and enhancements. We are constantly
working to reduce the cost of the work that we deliver.



Overall, FPM finished £865m behind our plan (2021/22:
£41m ahead of targets). This £865m result was the net
position as we underperformed on the profit and loss target
by £574m, the renewals target by £271m and the target on
the enhancement programme by £20m.

Profit and loss FPM was behind target primarily due to
higher train delay costs as a result of industrial action and
extreme hot weather in summer 2022, partially offset

by savings on controllable operating costs from various
efficiency initiatives throughout the organisation.

Renewals’ underperformance of £271m on expenditure of
£4.0bn was due to lost productivity as a knock-on impact of
the strikes, some sites being more complex than expected
and requiring additional resources to deliver works.

The £20m underperformance in enhancements is due to
deliverability complexities and design changes offset by
various initiatives such as better contracting strategies.

Looking at our five-year efficiency programme for
operations, maintenance and renewals, we built on the
first three years, with further savings of £949m, meeting
our target in the fourth year of the Control Period, adding
to over £1.9bn achieved by the start of this financial
year. So, it is now costing more than £2.9bn less, on a
like-for-like basis, to run the railway in this Control Period
than the prevailing cost base in 2018/19. Key elements
of this programme are commercial savings, early supplier
engagement benefits, improved access, industry reform,
and productivity related gains from modern technologies.

Enhancement efficiencies also remain on target to deliver
£2.6bn in cost reductions, making our delivery around 19
per cent cheaper across the control period than prevailing
rates in 20189.

Financial framework

The railway network that we own and have a licence

to operate is included in the accounts at a value that
represents what a third-party purchaser would pay for it.
This valuation uses an income approach. The basis of this
valuation is set out in note 10 to the accounts and comes
from an assessment of the cash flows that are forecast to
arise from the asset.

Cash flows arise from the asset as it amortises. The starting
point for this valuation is the regulatory asset base (RAB).

Strategic report \

Subject to certain criteria established by the ORR, each year
capital expenditure is added to the RAB, and amortisation
is deducted. ORR uses amortisation to calculate the
regulatory income requirement and our charges to
customers or grants from governments.

The impact on the RAB of index inflation at £8.2bn,
partially offset by the rate at which the RAB amortises
faster than depreciation of £1.8bn and an adjustment
for the difference between the market cost of capital
and regulatory return of £1.7bn, resulted in the valuation
of the railway network increasing by £4.8bn (2021/22:
increase £1.8bn). After considering the changes in
valuation, depreciation, additions and disposals, the
year-end valuation of the railway network was £82,733m
(2021/22: £75,890m).

An alternative valuation method for the railway network,
depreciated replacement cost (DRC), is used in DfT Group
accounts. Applying a DRC valuation to the railway network
results in a higher carrying value than Network Rail’s
income-based valuation, as it reflects the replacement cost
for the entire network.

This includes significant elements funded before the RAB
was introduced, such as earthworks, long-life structures,
and operational land. Together, they comprise much of the
value for DRC purposes and are essential to the operation
of the railway network.

This cost-based approach therefore exceeds the monetary
returns receivable by the holder of the railway network
licence. The DRC approach is used in Network Rail’s
accounts solely to derive the weighted average asset

life of the railway network which is used to calculate the
depreciation charge.

Financing arrangements

Since becoming a public sector body in September 2014,
Network Rail has borrowed directly from Government and
no longer issues debt on the capital markets. Investments
are funded by grant and from cash generated from
operations, and fresh borrowing is used only for refinancing
maturing loans. The regulatory settiement for CP6 provides
strong security for future income and the DfT loan
agreement provides a robust loan refinancing platform for
all of Network Rail’s debt portfolio. We have not undertaken
any new net borrowing during this control period and do
not expect to do so in the next year. Instead, our activities
are funded by grants from DfT, Transport Scotland, and
revenue from train and freight operators.
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We have a loan facility with DfT for £32.3bn, which is used
to refinance maturing government and external debt in the
period 2019-2024. During the year ended 31 March 2023,
we borrowed £2.7bn using the DfT loan facility to refinance
maturing borrowing with DfT of £2.7bn. RPI-linked bonds
increased in line with the RPI index. As a result, net debt
rose from £56.1bn to £59.1bn.

Grant agreements with Department for Transport and

Transport Scotland

Separate grants are in place between Network Rail

Infrastructure Limited and DfT/TS. These grants are:

« with DfT: network grant; enhancements grant; GBRTT
grant; British Transport Police grant; financing costs grant
for DT interest; financing costs grant for external interest
(bonds and swaps); and corporation tax grant

» with TS: network grant and enhancements grant.

Risk management: interest rates and currency

We manage our interest and foreign exchange risk by
using derivative financial instruments (hedges). All these
arrangements were entered into prior to us becoming an
arm’s length public body and will reduce over time as our
external debt is retired.

We measure our hedges for accounting purposes at
their market value as required by International Financial
Reporting Standards. A market value is determined by
comparing the original value of the hedges against the
current market rate. We do not intend to trade these
hedges but use them to minimise our financial risks.

If the hedges are economically effective (i.e., they offset
changes in the cost of existing and/or future loans), their
value at any point in time should not be a key focus when
assessing our financial position. By qualifying to use hedge
accounting rules, we match gains or losses in the market
value of hedges to fluctuations in the hedged item (i.e.,
Bonds). The gains on debt and derivative valuations taken
through the income statement were £92m (2021/22:
£157m). This gain represents the reduction of the fair value
of interest rate derivatives liabilities as swaps mature.

Pensions

Network Rail is party to two defined benefit pension
schemes. Costs are shared with pension scheme members
on a 60:40 basis. Pensions are measured differently for
IFRS than for actuarial funding reports. IFRS is more
conservative, and discounts expected future liabilities to

a present value, using a ‘risk-free’ borrowing rate, and
compares this with current asset valuation. Our accounting
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deficit as at 31 March 2023 decreased to £215m (2021/22:
£2,259m) as changes in financial assumptions were
augmented by gains on assets. On a funding basis, the
schemes have seen the value of their assets increase in

the year and they are still fully funded, meaning that

the value of pensions assets is expected to grow to meet
pension obligations as they fall due. Both Network Rail and
members continue to contribute to the schemes.

Post balance sheet events

Since the year-end there have been no post-balance sheet
events.

Summary

Network Rail will continue delivering the efficiency plans
that have helped us to shrink the cost base over the last
four years by around £2.9bn. Our achievements so far mean
that we are on target to meet our £4bn five-year stretch
target. Given the huge challenges faced by the rail industry
over the last four years this is a credible performance and
shows evidence that a focus on delivering value-for-money
is embedded in our way of doing business.

This has put Network Rail on a firmer footing as we look
forward to our next five-year control period (CP7).

Government has committed increased funding in CP7.
Nevertheless we expect that five year period to be more
challenging due to inflation and the need to keep investing
to maintain asset condition.

Our strategic business plans are in place for CP7, showing
how we set out to deliver the railway the country needs
whilst achieving further efficiencies. In doing so making
effective use of the funds committed by governments in
Westminster and Holyrood.

The railway continues to show it can adapt in a world that
has changed significantly since we embarked on this control
period in 2019.
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managing director,
Eastern

13 July 2023
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Eastern is formed of four devolved routes: East Coast, North & East, East Midlands and
Anglia. Collectively, they span approximately one-third of the network, covering a broad
stretch of England from the Essex coast to the Scottish border, serving key population
centres including London, Leeds, Newcastle, Cambridge, Derby, Norwich and Sheffield.
The region is a diverse mix of commuter routes, as well as long-distance high-speed
services on the East Coast Main Line connecting Scotland and England’s capital cities.
Eastern is also the backbone of the UK freight rail network, connecting UK cities to
major ports at Felixstowe, Immingham, Harwich, Tilbury, and London Gateway.
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Safety

2022/23 has seen positive progress on our safety

performance, demonstrated by 50 per cent improvement in

our headline performance indicator the Fatalities Weighted

Index (FWI) now at the lowest historic level recorded of

0.047, and a 15 per cent reduction in breaches of our life

saving rules. However, there’s still much more work to do to

make it inevitable that everyone goes home safe and well
every day. Significant changes made this year to enable this
journey include:

-e enhanced leadership support to those investigating
accidents and events, including the creation of a review
panel to look at every high potential (HiPo) safety event

« helping those looking after specific health, safety, and
environmental risks to better understand findings of
assurance activities like our inspections and audit regimes
that are used to plan improvements and direct further
assurance

« using the opportunities presented by greater devolution
to harness local risk assessments and safety plans to
empower those most directly in control of such risks to
better control them

o further embedding our regional campaign aligned to the
Track Worker Safety Task Force to eliminate the practise
of working on the track whilst relying solely on a person
to spot and warn of an approaching train.

These build on work completed last year to improve
cultural and organisational maturity through a regionally
coordinated culture change framework and adoption

of the Risk Management Maturity Model (RM3) which
was developed by the Office of Rail and Road (ORR) in
collaboration with the rail industry.

We continue to deliver on our promise to look after the
health and wellbeing of our people and successfully
meeting our target of 30 per cent of all managers
undertaking mental health awareness training in the year
has been a challenge due to the impacts of industrial
action. This work should help us going forward to take more
proactive steps to spot and treat signs of ill health before a
person takes time off.

In relation to passenger safety, we’ve delivered 91 per cent
(vs target of 95 per cent) of our initiatives aimed at Train
Accident Risk Reduction (TARR) plans this year. In doing

so we have attained a decrease in our lead indicator of
public safety, the Public Train Accident Precursor Model,

of 0.1 FWI (now standing at 0.63). By working with our
railway partners to manage the risk they share with us we
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have maintained a downward trend in train accident High
Potential (HiPo) events compared with last year.

We are proactively responding to the recommendations
emerging from the Carmont tragedy (2020) and
subsequent investigation. A key aspect of this is a step
change in our activities and resources to support greater
levels of drainage inspection and maintenance across
our region and ensure effective exchange of information
between key parties.

- More generally, we continue to-engage with our lineside

neighbours and wider community to reduce the risk of
trespass, suicide, vandalism, and level crossing misuse.
2022/23 witnessed a noticeable increase in cable theft
which is not just an issue for train performance and
finances but a significant public safety concern.

Train service delivery

2022/23 has been a difficult year for our railway where we
have strived to deliver for our passengers amidst a period of
considerable and, in some cases, unprecedented challenges.
At the start of the year we challenged ourselves to maintain
the On Time performance achieved in 2021/22, setting a
target of 75.6 per cent. The outturn achieved at the end

of the year has failed this target coming in at 70.6 per

cent with only East Midlands Railway and Greater Anglia
bettering targets for On Time and cancellations in the year.
All lead operators serving the region have seen their On Time
moving annual averages (MAA) fall from the start of the
year, and although Eastern continues to have the highest

On Time MAA nationally - with Anglia route continuing to
deliver the highest On Time performance across all routes

on the network - this is recognised as an unsatisfactory
performance outcome. To compound this, the ORR have
escalated a concern to us around declining passenger and
freight regulatory performance measures — both of which sit
below the regulatory floor set. In 2022/23 too many areas
of our performance simply did not meet the standards our
passengers and users deserve. However, we have robust
performance improvement plans in place for all of our routes,
which will be a primary focus for us and operators in 2023/24,

The volume of train services operated across Eastern
remains below pre-Covid levels and has been impacted
throughout the year by industrial action affecting many
operators as well as Network Rail. In some circumstances
this has led to an increase in unplanned cancellations
due to causes such as train crew availability, and in other
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periods full strike action led to significantly reduced train
services over prolonged periods.

The performance and resilience of our network’s
infrastructure - as measured by the number of asset and
equipment failures creating train delays known as Service
Affecting Failures (SAFs) - has been mixed in 2022/23 with
almost all non-track asset categories bettering their targets,
such as our signalling and electrification equipment. Track
faults (including where we have imposed temporary speed
restrictions) have come in over target by 21 per cent and
.are adrift from the levels achieved in 2021/22.

The extreme hot weather experienced in summer 2022
generated a high volume of delays and cancellations, as
speed restrictions and unprecedented main route closures
(e.g., The East Coast Main Line in July 2022) impacted the
train service across the region. The longer-term effects of
a hot, dry summer have been visible as incidents linked to
earthworks and track condition have impacted performance
in the following months, especially in areas of certain soil
types such as those found in parts of the southeast of the
region. Our commitment to offering a safe, reliable service
throughout the seasons demands increased resilience to
warmer and wetter winters, hotter and drier summers, and
more frequent and intense weather events. Significant
progress has been made on improving our weather
resilience plans, taking advantage of lessons learned in
2022, and we are confident of an improved performance
across the network in 2023,

The impact of external incidents such as trespassing, cable
theft, and vandalism has continued to be the leading
cause of train service delay on North & East and East Coast
routes, and we remain committed to working with industry
partners and stakeholders to prevent and limit the impact
of such events. Equally, the knock-on effects of industrial
action leading to a lack of driver availability and missed
shifts with on track plant/machines have also exacerbated
the situation for passengers.

Through our Control Period 7 (CP7) planning process we are
looking to arrest the decline in performance that we have
seen since the end of the pandemic and deliver consistent
high performance over the next six years.

Efficiencies

Eastern region has committed to £1bn of efficiencies across
our Operating, Maintenance and Renewals (OM&R) funding
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through CP6 by adopting new technology, ways of working,
optimising access strategies, and modernisation amongst
other initiatives. The region has exceeded the planned
efficiency trajectory for 2022/23 by £15m, in delivering
£279m of efficiencies this year. A key area of focus has
been developing our CP7 efficiency aspirations with
internal stakeholders as well as firming up the confidence in
our plans for CP6 year 5 against a backdrop of considerable
financial risk.

We've also made progress against our enhancements

. efficiencies programme which delivered £332m in 2022/23

and is now planning to achieve £1.4bn of efficiencies
across CP6. One key enabler of this is Project SPEED (Swift,
Pragmatic, and Efficient Enhancement Delivery) which
seeks to apply lean principles to cut the cost and duration
of capital delivery projects.

This year we’ve invested £3.4bn to operate, maintain,
renew, and enhance our network, which was in line with
the annual budget. However, our revenue (£0.4bn) was
significantly below budget by £0.2bn. This was dominated
by Schedule 4 & 8 compensation which has been impacted
by prolonged industrial action and a challenging year for
train performance.

Overall, Eastern delivered 113 per cent of the renewals key
volumes annual budget, with considerable outperformance
achieved across earthworks, structures, and track switches

and crossings (S&C), standing at 232 per cent, 128 per cent
and 121 per cent respectively. Key projects delivered this

year include complex work on the Royal Border Bridge in
Northumberland and digital signalling implementation around
London. Our most notable key volume metric failing to hit
target was in overhead line equipment renewals, in which we
only achieved 73 per cent of target levels in the year.

Our focus for year five of the control period will be driving
workforce reform plans to fruition and managing our
challenging fiscal targets in the face of considerable cost
inflation and shortfalls in turnover sustained in 2022/23.
Collaboration with the wider industry to develop cross
industry efficiencies and maturing our plans for CP7 will be
key to supporting this and our financial sustainability.

Sustainable growth

Over the past year we've continued delivering significant
enhancements, with several major interventions providing
a better network for our customers. The next phase of the
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electrification of the Midland Main Line is now underway
between Kettering to Wigston.

The TransPennine Route upgrade has delivered some
significant milestones this year. This includes the
approval of the largest Transport and Works Act Order
(TWAO) Network Rail has ever promoted, giving powers
to complete the work between Huddersfield to Westtown
(Dewsbury), increasing capacity as well as significant
station and track work to achieve higher line speeds,
longer platforms, and electrification. Additionally, the
programme has completed two major blockades at
Morley, moving and rebuilding an accessible footbridge
making way for new track alignment, and at Stalybridge
to remodel the track to give greater operational
flexibility and higher line speeds.

Our East Coast Digital Programme (ECDP) has secured over
£1bn of new investment and is now well into the delivery
phase that will see digital train operations start in 2023. Wood

Green, New Barnet, and Northern City lines have completed
which provides a vital step towards operating passenger trains
with digital signalling between Finsbury Park and Moorgate
later this year. Multiple digital upgrades to vehicles are
underway across the passenger, freight, on track machine, and
heritage and charter sectors and over 150 cover drivers have
been recruited to support conversion to a digital railway.

In our Anglia route, the Barking-Riverside extension
successfully entered into service in July 2022 which extends
the North London Line to an exciting new development
generating growth and housing in the area. Working
collaboratively with operator Greater Anglia, we have
completed the necessary infrastructure to enable the full
delivery of new rolling stock revolutionising passenger
experience on the route. Works have also commenced on
two flagship schemes to deliver a new station at Cambridge
South and at Beaulieu Park in Essex which will become the
first railway station to be built on the Great Eastern Main
Line for over 100 years.
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Our teams continued to deliver station improvements,
including a new footbridge at St Albans which is helping to
ease congestion on Thameslink’s busiest train station north
of London. Luton Airport Parkway Direct Air to Rail Transit
(DART) was formally opened to the public in March 2023,
in addition to an accessibility upgrade at Northallerton,
offering step-free access to the station’s platforms. At
Finsbury Park station, we have installed two new lifts,
allowing step-free access from the street to the National
Rail platforms for the first time.

Our business development activity continues to grow; we've
attracted £324m of new third-party investment to the
railway this year, which takes our total to over £860m in the
last four years.
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Customers and communities

In 2021/22 we made significant improvements to the
service we provide our neighbours and stakeholders. We're
pleased to report these have been maintained throughout
this year.

We currently have around 330 active enquiry cases which
is comparable to levels we had at the end of last year, and
one we feel is a manageable caseload. This means we

can continue to respond to our neighbours promptly with
active requests currently tracking at an average of 24 days
against a target of 25.

We’ve engaged political stakeholders across the region,
meeting 144 MPs and 163 senior stakeholders. Additionally,
we sent over 400 proactive updates to these groups about
our work throughout the year. We’ve responded to 300
pieces of correspondence from MPs, taking an average of
seven days, and 196 pieces of other senior stakeholder
correspondence replying in an average of just five days.

Our managed stations responded to the death of Her Late
Majesty Queen Elizabeth II, ensuring extra staff were on
hand to guide and support passengers. We developed
enhanced customer messaging, including digital and
physical posters in stations to support those who wished
to pay their respects. Body worn cameras were introduced
at Liverpool Street station this year as part of the ‘Be
Kind’ campaign for passengers to recognise the team

as ‘real’ people. The take up of this among staff has

been successful - currently at 90 per cent - and is being
monitored with a view to consider wider expansion across
our managed stations.

Looking forward, we're working with cross-industry partners
to improve how we communicate with passengers during
disruption to normal service. This will include a new app

to give customers access to an on-line dashboard via a QR
code; providing real-time train information, including arrivals,
departures, onward travel options, and station facilities.

People

Our people strategy is focused on attracting, developing,
and retaining the best people and is delivered through
four pillars — leadership capability, talent and succession,
strategic workforce planning, and industrial relations.
Underpinning the four pillars is diversity and inclusion,
which is at the core of everything we do.



Our diversity amongst under-represented groups continues
to improve. In 2022/23, the proportion of female
employees increased by 1 per cent to 15.65 per cent and
those from Black, Asian, and minority ethnic groups by
0.5 per cent to 7.8 per cent. Our new Diversity & Inclusion
programme was implemented in late 2022 and focuses
on reasonable adjustments, improving workplaces, non-
inclusive behaviours, learning to improve, and improving
recruitment process. Actions in these areas will improve
engagement, performance, safety, and attract and retain
people from all backgrounds.

We need the right number of people, with the right skills,
when we need them, to allow us to deliver our strategic
plans. Route strategic workforce planning has been
embedded in the last 12 months to mitigate demographic
risk and address local business challenges. Our new
capital projects and programmes strategic workforce
planning programme was implemented to identify and
address long-term future workforce demand and skills
shortages in Eastern and its supply chain. The programme
is increasing the size of our future talent pipeline through
apprenticeships and other early careers roles, developing

Year ahead 2023/24
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a more pro-active approach to recruitment and attraction
and sees Eastern take a lead in facilitating the build

of supply chain capability using the Industry Wide
Apprenticeships (IWAs) initiative. Apprenticeship starts
increased from one per cent of headcount in 2021/22 to
over three per cent in 2022/23 and we’re committed to
increase this further, aiming for new starts equal to five per
cent of headcount in 2023/24,

One of our biggest challenges is to improve leadership
capability. Capability assessment and personal
development planning aims to unlock the potential

of our leaders, ensuring they have the right skills and
behaviours to embed safety, performance, and cultural
transformation across our business. All 1,200 line managers
will have been assessed and have a development plan in
place by June 2023. A bespoke leadership development
programme, developed by our four routes, will be critical
to ensuring that maintenance front-line managers have
the skills and capability to deliver and realise the benefits
of maintenance modernisation during 2023/24. Longer-
term, our focus will be defining what we mean by ‘great
leadership’ and how we continue to raise the bar.

Looking ahead to next year, our focus as ever will be on sustaining and improving the safety of our railway for users and
our people. However, we also look forward to embedding key workforce reforms to our business including implementing the
maintenance reform practices that have been developed and consuited extensively in the last year. At the same time, we
recognise we must take urgent steps to arrest the recent decline in train performance trends for our customers and work
with operators and the ORR to communicate and enact our plans to address this.

CASE STUDY

Safety has always been our number one priority, that’s why in last year’s annual report we stated we

would focus on our safety culture and performance in 2022/23. Last year saw some great strides forward

in embedding track worker safety practices, and this year has also shown encouraging regional safety
statistics. Highlights include our Fatality Weighted Index (FWI) where we've finished the year at 0.047
compared to 0.094 at the end of last year. Our record of high potential (HiPo) events this year is 8 versus 11
in 2021/22 marking a 27 per cent improvement. Similarly with our lead workforce indicator, our Life Saving
Rules breaches, we recorded 166 instances versus 207 in the same period in 2021/22, again over a quarter
less. This was in part achieved via technological tools such as our in-vehicle fleet telematics systems to help
drive down speed limit breaches, but also complemented by the persistence of safety culture campaigns

and awareness in the last 12 months.
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North West & Central (NW&QC) is the ‘Backbone of Britain’ — the busy mixed-use
West Coast Main Line is the economic spine linking London, Birmingham, Liverpool,
and Manchester. We work with our Train and Freight Operating Company partners
to connect workers with jobs, goods to market, and people to their loved ones.

Every week we move food, consumer goods, building materials, and fuel around the
country. We serve long-distance business travellers, commuters, and visitors to world-
beating destinations.
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Safety

Safety, health, and wellbeing performance is measured
across three areas: workforce, passenger, and public. Our
performance is tracked via a mixture of lagging indicators
including the Fatalities and Weighted Index (FWI), personal
accountability for safety and sickness absence, and leading
indicators including safety conversations, on-site protection
levels, and awareness events. Broadly, the performance of
lagging measures deteriorated over the year, whilst our
leading, proactive measures improved.

Passenger safety is primarily measured using station
accidents and the Train Accident Risk Reduction (TARR)
indicator. Station accidents reduced slightly this year with
our teams responding well to the change in passenger
usage to more leisure travel. We continued to improve
station safety this year, with a focus on accident data,
education, awareness, and process improvements. TARR
volumes and milestones were challenging, leading to
mixed performance. We met or exceeded our targets for
fencing, vegetation management, high risk scour sites,
signal over-run assessments (a process that assesses the
risk, consequences, and controls of trains passing signals
at danger), and professional competencies. However, we
fell short in completing drainage surveys due to the impact
of industrial action, the removal of hazardous trees and
reducing track geometry repeat twist faults and rail vehicle
incursion sites.

Public safety over the year was mixed. We have worked to
address level crossing risk by installing miniature warning
lights at passive level crossings (crossings without warnings
or protection when a train is approaching) and by closing

a level crossing at Cofton. However, safety risk at level
crossings rose slightly due to near misses, user error, and
deliberate misuse. Further installations of warning lights at
high-risk passive crossings will address these issues.

Workforce accidents increased with more than half of

our specified injuries from slips, trips, and falls, whilst the
remainder involved third-party road vehicles. The Track
Worker Safety programme successfully improved workforce
safety on site, with fewer unassisted lookout protections,
the closure of the ORR’s improvement notice, and
continued implementation of technology to protect our
workforce. Our personal accountability for safety measure
was averse, primarily because of speeding in road vehicles
and near misses with trains involving track workers. We'll
continue to develop the programme and deploy greater
use of automatic protection methods on site, alongside
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implementation of the In Cab Safety System (ICSS) to
improve road safety.

Record numbers of colleagues have engaged with health
assessment programmes this year, enabling Network

Rail to design better wellbeing interventions and provide
healthier working environments. We’'ll build on this
success in the upcoming year, with the construction of
four purpose-built Occupational Health Centres across our
region, providing more accessible and professional health
and wellbeing support.

Train service delivery

This year, we challenged ourselves to sustain the high levels
of train performance achieved in 2021/22. Our hot weather
preparedness and resilience plans worked well and we
delivered on our approach to keep the network open, keep
trains moving, and keep people safe throughout the periods
of extreme heat this summer. We also worked hard to keep
services running during industrial action.

Our preparations for the Commonwealth Games and the
period of official mourning for Her Late Majesty Queen
Elizabeth II delivered a positive passenger experience at
our stations and a reliable train service. To support the
success of the Birmingham 2022 Commonwealth Games,
we coordinated an industry plan to keep passengers moving
safely and reliably during the Games. This involved years of
planning with train operators and wider industry partners to
improve train performance, provide operational resilience,
and support moving a high volume of passengers on the
rail network. Over 12 days of sporting action, more than

2 million people passed through Birmingham New Street
station, helped by more than 300 railway volunteers.

However, train performance this year hasn’t been good
enough and fell well below our ambitious targets. Industrial
action, the impact of hot weather on tracks, train crew, fleet
performance, fatalities, and trespass have been the biggest
contributors to below target performance. In addition, the
reliability of our track deteriorated through rail defects
driving an increase in the number of failures that impact
passenger and freight services. The proportion of NW&C
On Time failures with an identified responsible type caused
by Network Rail in the year was 50.0 per cent, a reduction
of 1.4 percentage points on the previous year. By contrast
failures caused by train and freight operating companies
increased to 50.0 per cent from 48.6 per cent, with the
swing likely due to ongoing traincrew issues.
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To address these issues, improvement initiatives are in place
including joint industry seasonal preparations, delivery of

a passenger-focused December 2022 timetable, and the
recovery of the train crew and fleet position through a
whole industry working group. We held the first Industry
Performance Summit on 10 March 2023 to target declining
performance and to focus on improving the service we offer
our passengers and freight customers.

The reliability of our assets has not met our stretching
targets. The number of service-affecting failures (SAF)
increased by 6.6 per cent compared to last year. The main
contribution was from track in Central and West Coast
South, where ground shrinkage due to hot dry weather
resulted in temporary speed restrictions to reduce the risk
of derailment. We implemented targeted asset reliability
interventions later in the year to address performance
issues. This included our Track Insight tool, enabling us

to take better decisions around risk and asset condition.
Recogpnising the asset condition challenges on our Central
Route, we launched Project Greenlight to identify and
prioritise improvements. These have driven a marked
reduction in temporary speed restrictions, which combined
with additional focus on trespass and vandalism, has
improved performance over the latter part of the year.

Freight performance is lower than the same time last year
driven by industrial action, combined with several serious
external events including a burst water main and cable
theft. Areas such as Peak Forest, Kingsbury, and Wembley
yard have been identified as high-risk sites and form part of
targeted improvement plans for freight performance.

Efficiencies

Our financial performance was negatively impacted by
reduced levels of train performance and industrial action,
resulting in higher compensation payments due to delay
and disruption to operators.

Slow mobilisation in the first half of this year and
the impact of industrial action caused slippage

on some schemes, which resulted in below-target
expenditure on renewing our network. This position
improved as the year progressed with successful
blockades taken to deliver key projects.

Over 2022/23 we delivered £179m of efficiencies across

operating expenditure and capital expenditure, in-
line with our target for the year. This has been largely
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driven by £37m of savings from our workforce reform
programme: in particular, £12m from Management
Modernisation. Over CP6, we've increased the internal
delivery capability of our works delivery team, yielding
£27m in efficiencies this year.

In February we launched our new Intelligent Client
Operating Model (ICOM) in our Capital Delivery team,
changing how we manage our projects to make us more
efficient, increase productivity and deliver better value
for money.

Our NW&C Regional Industry Board has championed
whole industry collaboration across many areas, including
efficiency. A recent focus has been to develop broader
engagement of the efficiency agenda across all partners to
drive better outcomes for passengers and freight users.

For 2023/24 we're forecasting a saving of £186m. A
significant amount of savings has already been enabled, or
we have a high confidence of delivery. The biggest focus will
be £25m savings to be realised as part of our maintenance
modernisation programme.

Sustainable growth

We achieved all of our enhancements milestones.
Completion of resignalling at Birmingham New Street

in December 2022 was a significant milestone and the
culmination of a once-in-a-generation overhaul of the
station’s signalling equipment. We now operate one of
the most modern signalling systems anywhere in Britain,
providing a safe, reliable, and high performing railway for
decades to come. New track formation was completed
for East West Rail and we’ve started laying track between
Bletchley and Bicester. In addition, works progressed at
various interfaces with HS2, including installation of a
major new underbridge on the Stechford - Aston line.

In 2022/23 we introduced a SPEED (Swift, Pragmatic, and
Efficient Enhancement Delivery) measure on our scorecard,
which assessed the efficiencies against four enhancement
projects on the region.

The sustainability of our infrastructure is a key factor

to support sustainable growth. Delivery of renewals is
monitored using the Effective Renewals measure. During
2022/23 we delivered approximately 89 per cent of the
budgeted renewals, close to the national average. The
renewals targets were delivered for signalling and overhead
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line, while there were shortfalls for track, earthworks, and
under-bridges.

We continue to implement our structures examination
strategy to address the root causes associated with
resources, competency, and standards.

Customers and communities

We know that customers want punctual, reliable train
services, and our passenger satisfaction score was below
target this year, aligning to train performance levels.
With passengers returning to our network, we provided
an improved service offering at our managed stations,
with several initiatives completed this year or due to be
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completed in 2023. These included improved lounges,
additional seating, and installation of high-definition
information screens at London Euston station. We’ve also
sought to improve air quality and lighting at Birmingham
New Street through the addition of LED lights and
trialling a new air filtration system, and we’ll install the
popular Commonwealth Games ‘Raging Bull’ at the
station in the summer, to greet the station’s 800,000
weekly footfall of passengers and pedestrians.

Accessibility is vital to delivering an inclusive railway. We've
improved wayfinding design in Birmingham New Street
and introduced an app to revolutionise how customers
access and navigate our Managed Stations. Lifts, ramps,
and accessible toilets continue to be installed at several
stations, many delivered by Merseyrail and Northern Rail

Annual Report and Accounts 2023 \ Network Rail Limited \ 43



/ Strategic report

st e derRang SO
e

3

e 1574 wne b0
Newcnstie

TGUEH T sep
e aanan P00

VM7 ——

with considerable support from the Liverpool City Region
and Transport for Greater Manchester. We have continued
with our programme of tactile paving installations as part
of the national rollout. Our Liverpool and Manchester
station teams have been great examples of training our
people to be inclusive, with a focus on Deaf Awareness and
British Sign Language as well as receiving specialist training
from the Royal National Institute for the Blind.

We experienced an increase in the number of customer
complaints and the average open age of complaints,

in part, due to more people using the network. We
successfully rebuilt our customer teams to manage
complaints more effectively, providing a high-quality
response in a timely manner.

Our partnership with Shelter at Manchester Piccadilly and
Birmingham New Street has supported some of the most
vulnerable people in society, getting them back on track
with help to access health care and housing. We've also
supported 56 apprenticeships in our region.

Stakeholder engagement continued to support delivery of
outcomes that are important for our stakeholders - from
infrastructure project delivery, to joint train performance
plans, to community schemes at stations. As we continue
to work ever more closely as a whole industry, we've
established closer ways of working with our train and
freight operators to align our business plans to support
better outcomes for passengers and freight users.
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Our environmental performance is tracked through our
Environmental Sustainability Index (ESI) in three key areas:
waste management, non-traction energy use, and carbon
emissions. There have been challenges in the way that
energy data is managed which has impacted our overall
ESI score. We made progress in developing projects at our
maintenance delivery units to reduce energy usage and

we introduced trial zero emission vehicles to our road fleet
to reduce diese! use and carbon emissions. Environmental
incidents are also tracked and have seen a downward trend
as the year progressed. We have continued to mature our
approach to improving biodiversity, phasing in habitat
management plans such as on our vegetation works
associated with the Commonwealth Games. We shall
continue the further rollout in 2023/24.

We continued to develop our knowledge about

how climate change impacts the resilience of our
infrastructure. Reviews conducted following the extreme
heat in the summer identified that use of dynamic risk
assessments, proactive monitoring and maintenance,
summer preparation plans, and the use of technology
such as remote condition monitoring all contributed to
our successful management of that extreme event given
the temperatures faced. In addition, as part of our CP6
Weather Resilience & Climate Change Adaptation plan,
we introduced more drainage and vegetation surveys to
identify highest risk sites, and we’re introducing further
technologies to manage risks of earthworks failures.

People

It's been a challenging year in which we’ve delivered a
reduction in the size of the management organisation to
achieve operational cost savings and launched a significant
change programme in our maintenance organisation to
improve workforce efficiency. As a result of the latter, we’ve
endured a lengthy period of national industrial action, to
which our management team has responded brilliantly,
undertaking additional training to provide a contingency
workforce to protect our service.

The time and resources required to manage industrial
action has impacted the delivery of our management
development initiative. However, we have much to

be proud of. Our ‘One Team’ ethos now comes to life
through the senior leaders’ development programme,

we completed the roll-out of our All-Aboard colleague
roadshow, and we’ve continued to make improvements in
the diversity of our workforce.
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The number of women in our workforce is now over 15 per cent, the number of colleagues from ethnic minorities has
increased to 9.39 per cent, and the number of colleagues willing to share their personal data about their sexual orientation,
race, and disability has also improved. These are all positive indications that we’re moving in the right direction and truly
represent the communities that we serve.

Year ahead 2023/24

In response to feedback from colleagues for better clarity on our strategic direction and clear priorities that make sense to

everyone we launched our ‘Musts’. Aligned to the Network Rail's strategic themes and the government’s plan for rail, our

Musts explain what we absolutely must do to put passengers first:

« everyone home safe every day and fit for the future — no life changing injuries

» a value for money railway — improve how we do things to save public money each year

» a transport service of choice - flexible and reliable so that more people choose rail

« acleaner, greener railway that protects the environment and supports the economy

« one team where everyone plays their part - train, develop, and support our people to work together treating others with
respect.

Over the year ahead, we'll work closer with industry partners to improve train and freight performance and passenger
experience at stations, with joint action plans in place to deliver the service our passengers and freight users deserve. We'll
continue to develop our industry-wide collaboration initiatives and investigate opportunities for further efficiencies through
efficient possession planning and integration of Control and Property.

We're also building on the improvements made to the December 2022 timetable, with further improvements in the May
2023 timetable to increase capacity in the Snow Hill area and enhance the passenger offer.

TriLink is our major renewals programme focussing on getting the railway between Warrington and Carlisle ready for the
future. TriLink launched at the end of February 2023, with the support of passenger and freight operators, our supply chain,
and Government. It's a huge undertaking and over the next year we’ll involve everyone across the industry early to get
ready for successful delivery from 2024/25.

CASE STUDY

In last year’s Annual Report & Accounts, we highlighted that we needed to improve how we manage safety
of the stations within our region. Following the collapse of a gable wall at Northwich Station in 2021 we've
been working collaboratively with Northern Trains to develop an approach to managing the station assets
that will deliver improved safety and industry efficiencies.

The proposal involves combining the work currently undertaken separately by Network Rail and Northern
Trains into a combined team. This single team will be better placed to make the trade-offs between
maintenance and renewals and less distracted by managing the interface between different organisations.
As a result, station condition will be improved for the available funding and opportunities to make them

a more welcoming place that serves the wider community will be released. Our proposals have been
developed alongside wider rail industry reform proposals associated with Great British Railways.
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Alex Hynes
managing director,
Scotland’s Railway
13 July 2023

Scotland’s Railway keeps passengers and freight moving - and communities connected
- across a large and diverse network of more than 2,800 miles of railway including
world-famous structures such as the Forth Bridge and Glenfinnan Viaduct.

Our railway provides a vital lifeline, not just for commuters between our seven cities,
but for our rural communities and business customers too. Passenger numbers are
gradually recovering after the easing of lockdown, and we’re working hard with train
operators to attract more customers back onto rail.
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We've been working closely with our primary operator ScotRail Trains Limited, to develop a wide range of cross-company
initiatives including more joined up activity at stations and linking up back-office support functions to provide a more.

streamlined service for our customers.

Safety

The tragic loss of a member of our supply chain workforce
has rightly impacted our collective safety performance.
This accident happened off the rail network, but we
consider our supply chain part of our railway family and
feel this loss as a result. Significant and shock events

like this drive us to improve our health and safety across
the complexities of the railway whether in construction,
operation, or maintenance.

Slip, trip, and fall events continue to be our most prevalent
incident category causing injury to our workforce. It is a
persistent risk to our workforce and one that is tackled
regularly through safety campaigns.

Scotland’s Railway understands that poor management

of health and wellbeing-related risks can lead to negative
impacts on physical health, behaviour, commitment, and
productivity. We've created our health and wellbeing plan,
which will drive improvements in the assessment and
management of different health risks. We're also driving
change in our mental health and wellbeing approach to
become positively engaged and to raise awareness with all
colleagues.

Our safety culture change programme continues to
progress, with successful completion of a pilot in the north
of Scotland. Learning from the pilot has supported the
development of a revised approach, allowing the creation
of tailored culture interventions for each business area.

We continue to deliver robust risk assessments for level
crossings to allow us to understand and manage the risk to
level crossing users and the railway; deploying additional
controls to help mitigate risk where necessary. Our local level
crossing managers liaise with authorised users, the wider
public, the British Transport Police, and other interest groups
to promote education and improvements in level crossing
use. Each year, we're accountable for core milestones for the
closure or upgrading of level crossings, to ensure we continue
towards our goal of elimination of level crossing risk.

We deliver risk assessments to proactively identify signals
which pose a higher risk of a Signal Passed at Danger
(SPAD) event resulting in a collision or derailment, and

work with our asset management teams and with Train
Operating Companies, Freight Operating Companies and
on-track machine operators to implement engineering or
instructional control measures where necessary. With these
organisations, we also reactively attend Event Reviews
following SPAD and operational incidents.

Network Rail operates Glasgow Central and Edinburgh

Waverley - Scotland’s two busiest railway stations — and as
such, we're responsible for the health, safety, and welfare of
all users of these stations. Passenger numbers are forecast
to increase, and we remain focused on reducing station
accident risk which causes slips, trips, falls, and accidents at
the platform-train interface.

We manage crime and suicide on the railway in Scotland
and work with other travel industry partners, including

the British Transport Police, to introduce strategies which
combat and reduce the associated risk to the health, safety,
and welfare of all users of Scotland’s Railway.

The Passenger Safety Train Accident Risk Reduction (TARR)
metric is a key measure which comprises two elements:
volumes and milestones. Through our volumes delivery
we've contributed to TARR via successful delivery of our off-
track work banks comprising vegetation management and
drainage. Out of the key milestones, five have been met
and the remaining two are on track to be met by year end.

Train Service Delivery

At the start of 2022/23 Scotland’s Railway ran
approximately 2,000 train services per day. After the
May 2022 timetable was introduced, this increased to
around 2,150 services per day. However, industrial action
led to a reduction of circa 700 train services each day.
From July 2022 ScotRail reinstated the full May 2022
timetable service.

Our key train performance metric is the Public Performance
Measure (PPM). Scotrail’s agreed target of 90.6 per cent
has not been met and the PPM moving annual average
(MAA) currently stands at 89.0 per cent in the final weeks of
the financial year. This is a decline from last year’s result of
90.2 per cent.
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Severe weather, autumn, and structures were the biggest
contributing factors to ScotRail’s PPM loss. As a result of
blanket speed restrictions followed by flooding, severe
weather accounted for 70 per cent of this alone.

Subsequently, following changes to the Grant Agreement
between ScotRail Trains Limited and Scottish Rail Holdings,
Scotland’s Railway’s PPM MAA now excludes PPM failures
that have been attributed to blanket speed restrictions
specifically imposed because of forecasted rainfall. With
this exclusion, Scotland’s Railway’s PPM MAA result is

89.4 per cent at the end of period 12, a difference of 0.34
percentage points.

Autumn 2022 itself was certainly a challenging season,

and ScotRail’s PPM was lower than the previous year during
this time. The proportion of failures due to autumn-specific
categories was slightly better, but when coupled with severe
weather, fleet, and asset reliability issues, we significantly
failed to meet our PPM target. Safety performance was
better overall, with a reduction in SPADs, station overshoots,
and the number of adhesion reports. Our Autumn
Improvement Plan highlights the mitigating actions that
will be taken ahead of autumn 2023.

Train fleet has also had a challenging year, influenced by
changes to maintenance cycles and adverse weather. Fleet
availability has been an issue for ScotRail and has resulted
in the production of the Fleet Recovery Plan.

Asset performance remains challenging and is currently
performing seven per cent worse than the PPM failure
target, with the number of service affecting failures tracking
one per cent worse. Signalling and points failures have
caused the most disruption. Recent improvement works
include the funding of the renewal of high-performance
switching system points equipment at Newbridge, Asset
Management reviewing a replacement of end-of-life
signalling, and interlocking and cable replacement on the
West Coast Main Line.

This year, we've had a decrease in fatalities and trespass
incidents. However, we're seeing a seven per cent increase
in delay minutes relating to these incidents. This correlates
with an increase in mental health-related trespass, currently
sitting at a six-year high.

As with ScotRail, our cross-border and freight operating
customers have also experienced similar challenges to us.
However, we've seen good underlying asset performance
and protocols have been reviewed and refreshed around
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cross-border incident management and control to control
communications. The Caledonian Sleeper Control function
has been successfully relocated into Scotland’s Railway’s
Integrated Control.

In response to current performance levels, we've devised
short-term actions that aim to arrest the current decline
in performance and seize the available opportunities

to improve performance. In 2022/23, the Performance
Improvement team made improvements in standardising
and refining the Incident Learning Review (ILR) process
for the benefit of all stakeholders of Scotland’s Railway
and we’ve conducted 35 ILRs and three Risk Management
Maturity Model for Performance (RM3p) assessments this
year which have led to various improvements.

Efficiency

This year we delivered £99m of efficiencies compared

to a plan of £121m. Renewals efficiencies reduced by
£12m in line with the programme deferrals. Operating
cost efficiencies reduced by £10m due to reduced benefits
through National Reform changes and delays in workplace
management schemes.

We've had a number of key financial challenges in the
year. Schedule 4, Schedule 8 (the financial compensation
scheme between Network Rail and train operators) and
variable track access were impacted by industrial action
throughout this financial year. Industrial action has now
been resolved and final compensation settlements are
currently being agreed with operators. In addition, extreme
adverse weather events and prolonged heavy rainfall over
the autumn period impacted our income.

Operating costs have risen within maintenance and
operations mainly due to the impact from industrial action
and inflationary pressures. This placed increasing demands
on our funding, with a limited level of risk funding for the
remainder of the business planning period. Some of these
pressures have been mitigated by identifying efficiencies
whilst the remainder have been offset against our risk fund.
We completed a major review exercise with the aim of
identifying additional spending reductions and developing
specific mitigations for all identified financial risks, to try
and mitigate the likelihood of further pressures. We're
engaged with the business on workforce reform which

will deliver financial savings through initiatives such as
agile working. These new ways of working within Network
Rail, and closer collaboration with ScotRail, will provide a
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better service for our customers while also delivering cost
reductions. Within renewals, spending demands are rising
because of increased cost pressures such as inflation.

Sustainable Growth

As our climate continues to change, so does the frequency
and severity of extreme weather events which challenge
the operation of our railway. Working to make our railway
more resilient against the weather and future climate
change is continuing and detailed in our Weather Resilience
and Climate Change Adaptation (WRCCA) Plan. Actions
delivered so far include a reduction in the number of
earthworks vulnerable to failure because of heavy rainfall
through targeted renewal and refurbishment of vulnerable
assets. We've also expanded our remote condition
monitoring capabilities with the installation of wireless tilt
meters at various locations across the route. A dedicated
WRCCA strategy manager has also been appointed to
deliver specialist climate science and adaptation services,
and to develop our WRCCA Plan for the new business
planning period which commences 2024. Of the actions
set out in our CP6 WRCCA Plan, 9 have been completed, 10
are on track for delivery as planned and 8 are on track to
be partially delivered in CP6 as a result of certain schemes
being deferred to CP7.

The Scottish Government has made clear that net zero
by 2045 is a priority and while rail is already a green
form of transport, we’re working to promote modal shift
from other means of transport onto trains and to deliver
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an even greener, more climate resilient and responsible
railway. Throughout 2022/23, we continued to deliver

our sustainability strategy which is made up of muitiple
delivery plans across ten priority areas. We’ve made good
progress throughout the year, with over 80 per cent of

our milestones being delivered or on track to be delivered
next year. Our environmental scorecard target is heavily
weighted to energy and carbon performance. Whilst our
energy reduction activities are progressing and have
resulted in reduced consumption, we’ve fallen short of our
ambitious target. This is because significant issues with our
supplier and their ability to provide accurate billing in a
timely manner, which has meant that we’ve been unable to
accurately monitor consumption throughout a significant
part of the year, which has made it difficult to target areas
of underperformance. We’ve worked hard with our supplier
to improve billing accuracy and our data quality has
improved significantly and is no longer based on estimates.

We've expanded the reach of the sustainable rail

network by opening new stations at Reston (serving the
communities in the south of Scotland) and at Inverness
Airport. We'll soon be opening a new station at East
Linton and have made good progress reopening the
passenger railway, providing two new stations at Leven
and Cameron Bridge in 2024 as part of the Levenmouth
project. Decarbonisation of the corridors to Barrhead and
East Kilbride has continued at pace, with development well
under way to decarbonise both the passenger and freight
markets between the Central Belt and Aberdeen. We're in
the process of developing a Sustainable Travel to Stations
strategy, enabling more collaborative working with our
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Regional Transport Partnership and Local Authority partners
to improve community access to our stations.

Customers and Communities

The Community Relations team has been working with our
teams across the business including contractors, to reduce the
number of complaints received. Pre-notification letters are
now provided for all overnight planned works which resulted
in a 29 per cent reduction in the number of advance notice
complaints against the previous year. New letter templates
have also been introduced to ensure relevant information

is provided; emergency work templated information has
been produced for the Network Rail national helpline who
can provide relevant information to callers so their query or
complaint can be closed at first point of contact.

Some headline deliverables from our Sustainability Strategy
include creating habitat at Allan Water and Glenfinnan,
giving out 2,000 reusable, vacuum water bottles to front
line staff to encourage them to stop using single use plastic
on site, bringing utilities billing, data management and
reporting into the region resulting in much improved, high
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quality data, developing a strategy to transition our road
fleet to zero emission vehicles over the next eight years,
and calculating our total carbon footprint for Network Rail
Scotland, including a baseline for our Scope 3 emissions.
We had three significant environmental incidents relating
to ancient woodland, nesting birds and a badger’s sett. All
three incidents have been fully investigated and actions
developed to prevent a re-occurrence.

People

Industrial action through 2022/23 has placed increased
demands on our people, managers and the HR teams
preparing and managing the implications of industrial
action which has impacted on delivering our people
priorities as planned.

We’ve focused on efficiency with a headcount steering
group supporting a review of our people asset, funding,
and headcount, bringing our headcount within our
budgeted forecasts. As part of modernising management,
we concluded a voluntary severance scheme during
April/May 2022 and we’re currently running a voluntary



redundancy scheme as we undertake modernisation
within our maintenance organisation. This is with the
aim of better more efficient working practices, use of
technology and improved efficiency moving into the new
business planning period.

The last 12-months have seen higher levels of resignations
than previous years and challenges in recruiting and
retaining critical skills, with industry supply and demand
imbalance and competition with private sector salaries
being key factors. We’re using flexibility within our reward
policies to mitigate risk and our Strategic Workforce
Planning programme with a specific focus on building our
own capability, more innovative attraction and resourcing
strategies will also help us address this continuing
challenge. We're working on broadening our apprenticeship
offering to meet current and future skills and workforce
demands, reviewing how we can drive forward our plans
and opportunities.

Our employee engagement remains at 57 per cent, the
highest across Network Rail. We've not carried out a further
employee engagement survey since 2021/22 due to the
prolonged industrial action. We are however surveying

our employee’s engagement with results expected by

the middle of June 2023 and recognise the importance

of all employees having their say about their work and
environment. The information we’ll obtain will help further
shape our training and programmes to support and
empower our teams across Scotland’s Railway. We are also
looking at the link between engagement and safety to
consider how we may be able to support a more pro-active
approach te poor culture.

We continue to connect with colleagues both in person
and across virtual platforms, with engagement levels

CASE STUDY

Achieving Net Zero in Scotland
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across our bi-monthly Microsoft Teams live events and
Yammer remaining steady. A series of in person chats
with Alex Hynes has launched to encourage collaboration
and open conversation. Future programmes look to
support line managers, women across the business, and
high-potential talent, with all programmes focusing on
mentoring, interpersonal development and key soft skills
as well as supporting technical development and expertise.
Senior leaders are being supported through the Scotland’s
Railway Leadership Group, and diverse talent is working
more collaboratively through our Scotland’s Railway DEI
(Diversity, Equity, and Inclusion) steering group.

We've introduced more flexible options for the way our
people work with hybrid working being introduced where
possible, along with a rationalisation of our main offices in
Glasgow and a restack of our head office to accommodate
a more agile and efficient work culture.

Year ahead 2023/24

Our key focuses for the year ahead are running a reliable
railway for our customers, Everyone Home Safe Every Day,
reducing costs and continuing to develop our plans for net
zero. Although industrial action and adverse weather brought
with it financial challenges, it has also given us an opportunity
to review the current operating model and identify new ways
of working to build back stronger for the future.

In addition, we're working on implementing our business
plans for the next Control Period and working closely
with our stakeholders inside Scotland’s Railway to ensure
that our priorities are aligned to meet the requirements
of our passenger and freight customers despite the
coming headwinds.

In our 2021/22 Annual Report we outlined our work on the development of strategies to deliver carbon
reduction. As part of this, and to assess how best to reduce emissions in Scotland, we calculated NR
Scotland’s full carbon baseline across all emissions scopes, so that we understand where our largest areas of
emissions are and therefore how tackle them. This work used Science Based Targets methodology and helps
us to determine the right way forward for Scotland. This work highlights that we need to change the way
that we think about carbon reduction in order to achieve Net Zero by 2045.
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Ellie Burrows

managing director,
Southern
13 July 2023

The Southern region comprises the Wessex, Sussex, and Kent routes. We link major
towns and cities, including Bournemouth, Southampton, Portsmouth, Brighton,
Canterbury, Ashford, and Dover to each other and London.

We operate the busiest and most congested rail lines in the country. Our performance
impacts the lives of millions of passengers, our lineside neighbours, and the freight
companies that depend upon us. Every day we carry large numbers of commuters to,
and from, the capital as well as serving Gatwick and Southampton air and seaports. We
manage several large stations including London Waterloo, London Bridge, and London
Victoria which are the three busiest stations in the UK.
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Our primary focus in 2022/23 was helping the railway emerge from the impact of the pandemic, to encourage passengers
back and to start to put the railway back onto a sustainable financial footing. As reported in 2021/22, we simplified our
operating model and the framework that we’ve used to drive the region forward is below:

BETTER TOGETHER )

SOUTHERN | . e
o_ Show you care

& i
@ Keep it simple

" Safety

+ Culture

» Our vision is to keep ‘Putting Passengers First’, achieved
by delivering four ambitions covering our safety, people,
efficiency, and service

 we've prioritised four change programmes of safety,
culture, modernisation, and Control Period 7 (CP7)

« we've launched and started to embed three principles:

» show you care
» listen, learn, and improve
* keep it simple.

Set against this, we’ve faced several challenges this year
including managing the impact of industrial action by
both our own staff and those of train operators. We've
also experienced a deterioration in train performance
and suffered a fatality on the Gatwick station
improvement project.

Safety

We care about our people and our passengers; whether it’s
getting our passengers safely to where they need to go,
delighting them at our stations with great customer service
and facilities, or going the extra mile for our staff, looking
after their well-being as well as their physical health. We
want to show we care. Health, safety, and wellbeing is a
crucial part of our cultural change programme, and an
improved culture is in turn the single most important part
of our plans to sustainably create a safer and healthier
environment for all.

5]

/,
N

Everyone feels valued
and takes pridein
their work

Everyone home safe
and well every day

e
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We meet the needs
of our passengers and
freight users

-
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QOur dusiness is

affordable, efficient
and better value

And yet, despite our efforts, one of our contractors was
tragically killed whilst supporting a tower crane lift for

the Gatwick station improvement project. We’re working
closely with the Rail Accident Investigation Branch

(RAIB) and the contractors to understand what lessons
can be learned from the incident, not just to the railway
environment but to the wider construction industry. While
the Gatwick fatality has meant that we missed our Fatality
Weighted Index (FWI) target for the year, excluding this
incident, we've achieved some of the best workforce
performance we have ever had. Whilst this is encouraging,
we're focused on making this sustainable through our
2023 Safety Framework plan which will continue to focus
on assurance, culture, behavioural safety, and embedding
and bettering the track worker safety improvements made
this year.

Personal Accountability for Safety (PAF) performance
also missed target this year following an increase in line
block irreqularities classified as high potential events.
Line block irregularities are where a train has been
erroneously signalled into a line blockage where workers
are expecting the line to be free of moving trains. Work

is underway to address this situation including dedicated
briefings for signallers and track colleagues, increased
assurance, and focus on implementation of additional
protection to track workers. More positively, life-saving rule
breaches, the other component of the PAF measure, have
showed positive performance. This is particularly true for
road vehicle speeding incidents which have significantly
reduced since the introduction and use of the In Cab
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Safety System (ICSS) that provides the driver with road
information and speeding alerts.

Our ambition to ensure all line managers undertake mental
health training by the end of CP6 is progressing well with
overall compliance at 83 per cent against a 75 per cent
target. We also launched our Hearts and Minds programme
with the vision to create a safe haven for our people to

talk openly and to break down the stigma associated with
mental health.

Train service delivery

Train performance was not good enough in the year with
the region 6.2 per cent down on its On Time performance
target (the number of trains arriving within one minute
of their planned arrival time). The causes for this included
large external trespass and fatalities incidents, traincrew/
driver non-availability, asset failures in critical locations
(notably the core Thameslink lines through London), and
higher levels of track issues and related speed restrictions,
many associated with the weather impact from the very
hot summer. Over winter, extreme cold and flooding also
caused performance loss.

Following the decline in train performance, the Office of
Rail and Road (ORR) challenged us to ensure that our plans
to address the matter were robust and compelling. Working
with our operator colleagues, additiona! focus was placed
on our performance plans through a number of dedicated
‘task forces’ and performance workstreams.

In Kent, a perfformance improvement programme was
developed from the timetable task force and was put in
place after the December 2022 timetable change. This
was designed to improve train performance and to reduce
the number of service affecting failures (SAF's) of our
assets. Notable deliverables included the roll out of thermal
imaging to prevent cabling and track circuit defects, an
additional track team at the key location of London Bridge,
and setting up the joint safeguarding strategy and trespass
mitigation group.

Wessex launched its joint performance task force with
South Western Railway (SWR), with early achievements
including the resolution of a challenging signalling issue

at Rowlands Castle, the efficient rectification of a major
landslip at Hook, and improvement in right time departures
from Waterloo.
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Sussex Performance Improvement Recovery Plans continue
to have particular focus on the Thameslink core, aided by
the additional track team at London Bridge, and service
recovery in the event of disruption.

As the year ended, whilst there remains much to be proud
of in 2022/23, we were encouraged by these green shoots
with performance improvement starting to be seen across
all routes. The region remains focused on delivering
improvement actions and recovering performance so that
we can provide the safe, reliable, and efficient railway that
our customers and funders seek.

Efficiencies

We delivered our efficiency target of £279m for the

year. This included realising opportunities from our
modernisation programme. In July 2022 we implemented
a simplified management structure generating savings of
£16m per annum. Work on modernising our maintenance
organisation also commenced. These plans are well
advanced and expected to be implemented in 2023
generating further savings for the region.

Whilst our underlying cost control was good, income
receipts were much lower than we had planned. Poor train
performance meant less Schedule 8 income from the
operator compensation regime and the industrial action
saw us pay out a further £64m in compensation to the
train operators. Despite the challenge of the industrial
action, we were pleased with our project delivery and
invested £886m renewing the network and achieving our
planned volumes. However, whilst Financial Performance
Measure (FPM) performance for renewals was improved
on last year, it still missed target. All asset categories

fell short of target with signalling affected by contract
pressures on the Victoria Phase 1V project, earthworks
experiencing high rates on several emergency projects
including addressing landslips at Wormley, Hook, and
Honiton and track affected by challenging tunnel works at
Penge and Mountfield. Our work for CP7 has helped us get
a better understanding of the cost drivers of our unit rates
and will help us achieve further improvements in efficient
delivery going forward.

In February 2023 we submitted our Strategic Business
Plan for CP7 for the region to the ORR ahead of the draft
determination published in June 2023. In a financially
constrained environment, we’ve worked hard to produce
a plan that maximises the outputs from our investment,



doesn’t lead to a decline in safety performance, and
delivers an acceptable level of service and performance

for freight and passengers to support us rebuild trust and
confidence in the railway. The plan strives to be innovative
and sees us continuing to modernise and forging ever closer
working with our train and freight operator colleagues and
the supply chain.

Throughout the five years of CP7, in our draft plan, we have
committed to £638m of efficiencies across our Operating,
Maintenance and Renewals funding (OM&R) by adopting
new technology, new ways of working; optimising access
strategies, and modernisation amongst other initiatives.

A key component of this, is the new approach to delivering
our capital works through closer integration with supply
chain using Project 13 principles. In February 2023, we
announced our four partners; VolkerfitzPatrick for Buildings
and Civils, Octavius for Electrification and Plant, VolkerRail
for Track, and Atkins for Signalling. These four partners,
along with our Works Delivery team, will form an innovative
performance-based alliance to deliver the Southern region’s
estimated £9bn renewals portfolio for the next 10 years.

The year also saw some progress generating cross industry
initiatives with our operators. Identified initiatives

include how we better utilise and commercialise our
combined property portfolios, looking at the delineation

of responsibilities at Network Rail owned but operator
managed stations, and continuing to extract system
benefits from the greater use of blockades for maintenance
and renewal activity. This will remain a key focus for us

in the run up to CP7 and the eventual transition to Great
British Railways (GBR).

Sustainable growth

Our enhancement milestone delivery and acceleration
measure were met except for Thanet Parkway (where

the opening was delayed until 30 July 2023) and Catford
‘Access for All' (which opened in May 2023). At our Gatwick
Airport station project, we commissioned platform 5/6 into
use in January 2023 and, together with a new track layout
and new timetable, this has significantly improved journey
times and train performance. The date for the new airport
entrance concourse will be reprogrammed to November
2023. This will make it easier for passengers to pass though
the station to the airport with improved access to the
platforms with new lifts and escalators. The year also saw
the opening of several ‘Access for All’ schemes in the region
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including Crowborough, Chatham, St Mary Cray, Eridge,
and East Grinstead, with the installation of lifts and other
improvements making it easier and safer to use the station
for many more people including those with mobility issues,
travelling with children, or carrying large luggage.

Customers & communities

In 2021/22 we made significant improvements to the
service that we provide our neighbours and stakeholders.
We are pleased to report that there has been further
improvement in 2022/23. Our focus on engagement was
reflected in our complaints handling performance which
saw us better our targets by 25 per cent and satisfactorily
closing out complaints in a timely manner.

This year we missed our wavelength (passenger
satisfaction) target with train performance and the
disruption seen by the continued spell of industrial action
being the main factors. Our communications team worked
hard to explain our side of the arguments of the Network
Rail industrial relations dispute, clearly setting out the
rationale for the need to modernise and the affordability
constraints that the industry faces with lower passenger
numbers. We also collaborated well with train operators
in amplifying travel advice; engaging passengers and
stakeholders to keep them informed and aware of the
impact to them.

Despite the negative impact of strike action, we sought
to proactively engage our passengers, stakeholders,
and communities to showcase investment on the
railway and rebuild confidence post-Covid. We kept
everyone informed through a variety of extreme
weather challenges, including the landslips at Lingfield
and Hook, which required a strong communications
response lasting several weeks. We ran campaigns to
raise awareness for 14 separate extended line closures,
or blockades, including the Portsmouth Direct Upgrade,
the Feltham and Wokingham resignalling campaign, the
South-East upgrade, and many more — not to mention
various closures over bank holidays.

We played a vital role in supporting Her Late Majesty
Queen Elizabeth II's Jubilee celebrations and made
passengers’ journeys even more exciting with station
street parties, brass bands, and flash mobs amongst the
variety of customer experience enhancing activities we
put on. We then supported the state funeral with our plans
enabling thousands of visitors to the capital to pay their
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respects. We also marked the region’s role in Brighton
Pride where our colleagues built a train float and joined
the parade.

We have made significant improvements in delivering

our sustainability plan, with benefits realised in carbon
reduction, biodiversity enhancements, and social value.
Despite this, our energy reduction performance remains
behind target, although this is largely due to ongoing issues
with national and regional energy data. Following these
data issues, the Office of Rail and Road (ORR) challenged
us to ensure that our data and systems were reliable and
robust. We have responded to this by creating a data
quality improvement plan. We've validated our data and
have identified faulty utility meters that will be repaired
this year. We fell just short of our carbon target for similar
reasons but exceeded our targets in waste diverted from
landfill and waste reused or recycled.

At the same time as addressing the errors in our energy
and carbon data, we have also delivered a number of other
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carbon improvements including the installation of solar
panels at two maintenance depots, installing electric vehicle
charging points at seven maintenance depots and the
introduction of our first 40 electric vehicles, and completing
energy efficiency surveys at our 20 highest consuming sites.
To support our commitment to protecting and enhancing
biodiversity, we’ve planted over 75,000 trees in partnership
with The Tree Council to support rewilding and the creation
of green spaces in local communities and established
twenty-five nature reserves totalling almost 200 hectares

to either provide community access to designated green
spaces or provide a protected site for high-value biodiversity
to thrive. We have delivered a number of other sustainability
improvements which include achieving ISO 14001
certification for our Environmental Management System,
launching our first rough sleeping outreach programme at
some of our managed stations in partnership with Shelter
to provide housing and employment support to homeless
people, and creating our first supply chain sustainability
charter to focus our top ten suppliers on driving
sustainability improvements through our supply chain.



People

Our people strategy focussed on attracting, developing, and
retaining the best people.

Engagement, Diversity, and Inclusion: we strive for an
employee population that mirrors the people that use our
services and an inclusive workplace where all people can
have their voices and views heard. Inclusion events were
held during the year celebrating all forms of diversity and
we developed a recruitment campaign targeting women to
apply for jobs in seven of our roles where there is significant
under-representation. This year the proportion of female
employees increased by 0.5 per cent and we finished the
year with 16.4 per cent female representation and 3.7 per
cent of colleagues declaring a disability. The percentage

of people from under-represented ethnic groups remained
steady at 15 per cent.

Talent, Development and Performance: the region hosted
Science, Technology, Engineering, and Mathematics (STEM)
events focussing on unlocking the potential and curiosity
of young people to careers in engineering and we launched
our Leadership Development Programme. Over the next 18
months we will put all line managers through this three-day
programme providing them with targeted development
plans for continued self-improvement.

Resourcing and Workforce Planning: our work planning
focussed on the key areas of signalling and electrical
control. The year saw a concerted effort to increase the

CASE STUDY
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numbers of signallers employed and reduce the reliance

on overtime and rest day working to increase business
resilience. Eighty-eight signallers were recruited in the year
with a recruitment campaign for electrical controllers due to
start in early 2024.

Employee Relations: we concluded the reorganisation
and modernisation of our management structure and
concluded the local consultation stage of maintenance
modernisation. The plans will be safety validated in early
2024 for implementation later in the year.

Through all the events and activities, we are constantly
reinforcing our culture principles of Show You Care, Listen,
Learn, and Improve, and Keep it Simple.

Key focus for 2023/24

2023/24 is the last year of the current control period and
so our focus must be getting ready for CP7, preparing
for the transition to GBR and unlocking the benefits
that will bring at the earliest opportunity. Whilst we
need to convert our Strategic Business Plan for the
region into a locally owned delivery plan, in 2023/24 it
is imperative that we set the business up to have the
best possible chance of success in CP7. That means
improving train performance for passengers and freight
users, successfully implementing our maintenance
modernisation plans, and the effective mobilisation of
our new capital delivery model.

In last year’s report, we set out our plans for 2022/23 including our four business change priorities

of Safety, Culture, Modernisation, and CP7. We've made great strides across all four of these areas.
Our CP7 Strategic Business plan has been submitted and we’re on track to implement our new

capital delivery model. We've modernised our management structure and plans are ready for the
maintenance organisation. We launched a new safety framework based on the six national elements
and have recently refreshed this for 2023. Lastly, on our quest to improve our culture, we immersed
over 2,000 colleagues in our three principles of Show You Care, Listen, Learn, and Improve, and Keep it
Simple. Recognising that achieving true cultural change is hard, and yet so important to all we want to
achieve, this remains at the top of our agenda to ensure that we deliver a sustainably safe and reliable

railway in the Southern region.
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Handforth L L 4
managing director,
Wales & Western
13 July 2023

AL D

Connecting two nations and two capital cities, we serve people, businesses, and
communities the length and breadth of Wales and Borders, Oxfordshire and the Thames
Valley, west of England, and the south-west peninsula. We connect people and freight to
international airports and ports, including Heathrow. Our current priority is to deliver a
more reliable railway for passengers and freight users, running even more trains on time.
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Safety

2022/23 remained challenging for colleagues faced with
economic difficulties, industrial disputes, and increased
numbers returning to offices after Covid-19 restrictions.

As part of our commitment under the Rail Mental Health
Charter, colleagues continued to receive support from more
than 300 trained mental health first aiders (MHFA) within
our region. We're planning further training in 2023/24 to
add a further S0 MHFA.

Total workforce accidents reduced by 10 per cent in the
past 12 months. Our fatality weighted index (FWI) did
not meet the target we set ourselves due to a number of
accidents causing more severe injuries than the previous
year. Tragically, this included a fatal road traffic accident
which occurred when returning home from work.

As part of our Track Workforce Safety programme, our
teams are no longer relying solely on human intervention to
warn of train movements while working on the track. We've
introduced new technology to provide additional train
warning protection and improvements at locations where
our teams access the railway has resulted in fewer slips,
trips, and falls. This has included additional lighting, new
signage, and access steps.

To improve our personal accountability for safety (PAFS)
measure, we've installed 1,320 speed warning systems

into our road vehicle fleet and established a road safety
working group. This has supported a significant reduction in
speeding incidents.

Passenger safety has improved at our managed stations,
but as more members of the public started to use our level
crossings post Covid-19 lockdowns, we’ve seen an increase
in level crossing incidents, including an accidental fatality in
Wales and Borders route.

Using the risk management maturity model (RM3),

we continue to move from reactive, incident-led safety
improvements to planned and preventative actions. The
average RM3 score is better than last year, with more than
a 16 per cent maturity improvement.

Train service delivery

Delivering a great, reliable train service every day remains
challenging. The number of trains arriving on time
hasn’t been at the level we want to achieve or what our
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passengers and freight users expect. Industrial action,
trespassing, and the impact from extreme heat and storms
have caused major disruption to passengers and freight.
Planning for and running the railway during sustained
periods of industrial action has required a huge focus
across all teams. This has meant less time to deliver alt the
improvements we wanted to make during the year.

We supported the delivery of additional passenger services
during Her Late Majesty Queen Elizabeth II's Lying-in-State.
Regrettably, an overhead line equipment (OLE) failure on the
day of the funeral caused significant passenger disruption.
An independent review was conducted into the regional and
industry response to this incident. We, and industry partners,
are making the improvements identified in this review.

On strike days we successfully ran our pre-planned
timetable for our key routes; safely running the maximum
number of trains possible and delivering excellent
customer service to passengers, primarily at stations.
When strike action was cancelled, we maobilised quickly
to re-instate services where possible, particularly in Wales
and Border route.

The Office of Rail and Road (ORR) has escalated concerns
with us for passenger and freight performance. The

ORR responded positively to the actions we're taking to
improve performance with our industry partners, and

we recognise we must now deliver against these plans.
These plans include additional anti-trespass measures,
weather resilience improvements, removal of dead, dying,
and diseased trees, plus the removal of temporary speed
restrictions which increase journey times. Our Wales and
Borders route has entered into a collaborative agreement
with Transport for Wales (TfW) and their infrastructure
partner Amey, focused on delivering a high performing
train service.

Despite the operational challenges we successfully
delivered many passenger improvements. We went live with
the next stage of the Elizabeth line on 6 November 2022,
providing a direct service from Reading to Abbey Wood via
central London. We've also supported the implementation
of new trains in North Wales working with TfW.

We successfully completed platform extensions on the
St Ives line in Cornwall allowing Great Western Railway
to run longer trains, providing 25 per cent more seats.
This improvement followed passenger feedback in

“summer 2021 and was implemented in April 2022.
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Efficiency

We continue to manage our business within our Control
Period 6 (CP6) funding settlement, despite significant
financial pressures from industrial action, train service
delivery, and inflation. To remain within our CP6 funding
settlement we've made difficult but well considered

choices, which included reprioritising £50m of renewals

into future control periods. However, our scorecard financial
performance measure was £219.5m negative, £156m
relating to the cost of industrial action and train service
delivery. This measures our performance against the budgets

we set in 2022/23 not our overall CP6 financial management.

We delivered our plan of £159m efficiency in 2022/23.
We're planning to deliver an additional £65m of efficiency
during CP6, delivering £539m in total. Modernising how

we work is key to achieving these additional efficiencies.
Our management modernisation programme is now
complete, delivering £13.4m of annual savings and we’ve
started consultation with our trade unions to modernise our
maintenance teams in the next 12 months.

We're working with Train Operating Companies (TOCs)

to deliver efficiencies. We're developing local profit and
loss accounts so we can understand the levers to generate
additional revenue and efficiencies and we continue

to focus on optimising access, challenging commercial
arrangements, and using new technology to drive
efficiencies further.
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We submitted our strategic business plan for Control Period
7 (CP7 2024-2029). Our plan is focused on delivering a
great, modernised regional railway. Throughout 2023/24
we'll develop this into a delivery plan to ensure a successful
start to CP7.

Sustainable growth

We’ve continued to focus on delivering and securing
investment whilst also achieving our scorecard key
investment commitments. This includes work to make
our railway more resilient to weather as well as building
infrastructure to meet passengers’ needs and prepare for
future growth.

On the South Devon coast, construction of the new seawall
has been completed in Dawlish. The wall will provide
greater protection to the railway and town from coastal
erosion, and extreme weather for generations to come.

A new rockfall shelter is under construction between
Dawlish and Teignmouth which will protect trains from
loose material falling from the cliffs above. Elsewhere, cliff
stabilisation work has been carried out on a three mile
stretch between Lydney and Gloucester to prevent landslips
affecting the track below.

Following the success of the reopening of the Dartmoor line
in 2021, the completion of infrastructure works has enabled
passenger services between Exeter and Okehampton to
become hourly since May 2022,
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The MetroWest programme secured planning consent to
construct a new railway line between Bristol Temple Meads
and Portishead and is now undergoing detailed design.
We've started construction on a new station at Ashley
Down in Bristol, which follows on from Portway Park and
Ride, which is due to open for passenger services in 2023.

At Barry station in South Wales, a brand-new, fully
accessible footbridge and lifts were opened in July 2022
making access to the island platforms easier and safer for
passengers. We also delivered infrastructure improvements
to enable new TfW trains to come into operation,
increasing capacity to improve customer experience.

We secured an investment commitment of over £150m
from the Department for Levelling Up and Communities
to deliver new entrances at Bristol Temple Meads, Mid
Cornwall Metro, and Okehampton Parkway, a new station
on the recently opened Dartmaor line.

During 2021/22 we experienced challenges in the delivery
of our capital works portfolio. The improvements made
since have enabled us to deliver £160m more renewals
than planned in 2022/23 which will support greater asset
reliability. We failed to deliver our overall renewals volume

target due to delays to a major signalling project in Port
Talbot. Following robust testing of the new technology
needed to deliver a reliable train service, the work was
successfully delivered in May 2023, three months later
than planned. The second phase of this project remains
on time for delivery in 2024.

We achieved our CP6 energy and carbon reduction
targets one year earlier than planned. Our Biodiversity
Implementation Programme (BIP) has delivered 15 pilot
sites aimed at demonstrating habitat management
techniques to enhance biodiversity on our lineside. We
are using the learning from these trials to support our CP7
delivery plans.

Customers and Communities

We’'ve consistently achieved our targets for how we
handle and respond to customer complaints, but,
unfortunately, we missed our passenger satisfaction
wavelength target this year with low scores for station
environments, and on-train crowding and cleanliness.

We will focus on these improvements with our TOCs as
well as continuing to improve the things we're doing well,
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such as the ease for passengers getting on trains and
access to information screens.

We won rail industry awards for projects that have delivered

significant benefits for customers and communities,

including:

¢ Outstanding Teamwork Award and Outstanding
Contribution to Society Award for the Dartmoor Line
(along with Great Western Railway, Devon County Council
and Devon and Cornwall Rail Partnership)

« Infrastructure Achievement Award of the Year for
Paddington Train Detection .

* Major Project of the Year Award for Bristol East Junction
Remodelling

« Civils Project of the Year at the Conservation and
Regeneration Awards for Barmouth Viaduct timber
renewal.

We increased our stakeholder engagement throughout
the year, hosting stakeholder breakfasts in the Oxford
and Thames Vailey areas and contributing to Western
Gateway Sub-national Transport Body's vision for better
transport connections in the south-west. We’ve also
worked with TfW to undertake community engagement
for works that will deliver additional train services on the
Ebbw Vale line.

Navigating Bristol Temple Meads for those visually
impaired has improved. Working with the Bristol Sight
Loss Council we launched a first-of-its-kind audio guide to
Bristol Temple Meads station, to assist blind and partially
sighted people.

We've created a local railway team in Devon and Cornwall
with the aim of driving local improvements in train service,
customer satisfaction, and colleague engagement by
empowering the team to make decisions that benefit the
customers and communities they serve and we’re working
on a similar model for the Cambrian line in mid-Wales.

People

Our PROUD employee recognition scheme celebrates the
great work our people undertake and the behaviours they
display. So far, over a hundred people have been recognised
for outstanding achievements, including ten at our first
annual awards ceremony.

We've continued our Fixing Your Workplace programme
for front line colleagues to make their accommodation
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and facilities safe, comfortable, and fit for purpose. During
2022/23 more than 2,400 people have been positively
impacted by these improvements.

Our cultural insights tool was launched to focus attention on
hotspots where levels of sickness, vacancies, disciplinaries,
and grievances are above average. Recognising that low
engagement can contribute to poor safety behaviours, the
objective is to introduce interventions to target issues before
avoidable accidents occur.

We have an objective to better represent communities

we work in as well as the passengers we serve and have
launched five working groups: Race Matters, Disability
Matters, Welsh Language Matters, Sexual Orientations and
Gender Identity Matters, and Gender Matters. All vacancies
in Wales are now listed in both Welsh and English and

early engagement activity in Welsh speaking communities
is being offered in Welsh. The five working groups are
sponsored by members of the regional executive team and
information for each network is shared with new colleagues
during induction.

Building on last year's commitments, the number of
women working in our region has increased from 17 per
cent to 17.6 per cent. Much more is needed to achieve
our targets set in the region’s three-year Diversity and
Inclusion (D&I) plan, but through our networks we strive
to promote equality giving everyone the same access to
jobs and development opportunities. We’ve highlighted
key locations within the region where there is a high
recruitment need and held early engagement events and
careers fairs in collaboration with colleges, local authorities,
and businesses.

As a region, we chose to run a short pulse survey to measure
the motivation and engagement of our colleagues. The
overall engagement score fell to 36 per cent, but we
continued to make progress in other areas such as safety
plus health and wellbeing support.

Planning for and running the railway during industrial
action put our people under additional and sustained
pressure, as we focused on providing the best possible
service to passengers and freight users. To support our
people, we fast-tracked recruitment where required,
undertook refresher training so those not on strike could
support passengers, and encouraged access to our network
of trained Mental Health First Aiders to those affected.
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Key focus for 2023/24

Our strategy for 2023/24 is to safely recover passenger and freight service performance, deliver our committed renewals
and enhancement projects, transform how we work, and motivate and reconnect with our colleagues.

We plan to strengthen our resources at vital signalling locations and focus on faster responses to incidents for quicker
recovery of the train service. We remain determined to make the railway more resilient to extreme weather and embrace
technology and innovative design to keep colleagues and passengers safe. To secure a sustainable future for the railway
we also need to make permanent reductions in our operational costs. This means modernising the way we work through
scrutinising current working practices and removing areas of inefficiency.

CASE STUDY

For the last 12 months the Fixing Your Workplace programme has focussed on delivering the biggest
improvement to front line accommodation in a generation. We’re proud to have delivered work that

has positively impacted more than 2,400 colleagues to date. Our workforce deserves a high standard of
accommodation to help day-to-day performance and we’ll continue to drive further improvements in the
year ahead.

Major upgrades

We've delivered three brand new purpose-built buildings at Ebbw Junction in Newport, Didcot, and
Thames Valley Signalling Centre (TVSC). We've also relocated employees based at Ranelagh Yard to new
accommodation nearby at Enterprise House in Paddington. These modern facilities include laundry and
drying rooms, lockers, showers, kitchen and break out areas, and meeting spaces.

Minor upgrades

We will achieve a minimum standard of accommodation for our colleagues across the region. To

do this we've upgraded our internet access in signal boxes and focussed on safety and security
improvements such as installation of new CCTV, intercom systems, new fire doors, and improvements
in cleaning and pest control. Some maintenance delivery units and signal boxes have only required
minor improvements, such as repainting, new flooring, new kitchen appliances, and modern furniture.

— 7
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ROUTE SERVICES
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Route Services works closely with our route and regional customers and supply chain to

deliver better outcomes for passengers and freight users.

We’re made up of six teams:

» Supply Chain Operations (SCO) delivers the materials, machinery and components. It keeps our railway moving by
ensuring everyone has what they need when they need it. The team also delivers national programmes on behalf of
Network Rail, including Electrical Safety Delivery, National Records management and Infrastructure Monitoring

« Information Technology (IT) and Telecom Services provides the IT infrastructure, digital services and the connectivity that

support the operational railway and the corporate estate

« Business Services (BS) manages the support systems needed to keep Network Rail working effectively. This includes

training and administrative services, such as payroll

e Commercial and Procurement (C&P) sources and manages our strategic contracts. This includes more than 3,600

suppliers and £3.9bn of spend every year

« Engineering Services (ES) improves performance and reduces risk through efficient and effective delivery of muilti-

disciplinary design and engineering services.

We're supported by our Safety, Health, Environment and Quality (SHEQ), Finance & Business Support and Human

Resources teams.

Our scorecard shows our performance in 2022/23 was 112 per cent. We've built on a strong start to the control period and will
continue to deliver for our customers, passengers and freight users through the final year of control period six (CP6, 2019-2024).

Safety

One of the ways we evaluate our safety performance is by
measuring the number and severity of injuries to our workforce
using fatality weighted index (FWT) as a metric. Our FWI
ended the year at 0.029, a further reduction from 0.044 — our
lowest yet. However, with two significant worker safety events
this year, we are mindful of our responsibility to do better.

We continue to develop decision support apps that provide
smarter insights from data, delivered by the Intelligent -
Infrastructure (II) programme. Greater understanding and
knowledge of our asset base helps us predict how it might
behave in the future — for example with extreme weather.
Apps such as geotechnical assets insights application
(GAIA) gathers geotechnical data from multiple sources
and extracts insights to help engineers evaluate the best
way to stabilise and repair any weaknesses that have the
potential to cause landslips and damage our infrastructure.
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GAIA also contributes towards the recommendations from
the Carmont tragedy in Scotland.

Our Safe Service programme, started in 2021, has shifted
from pushing safety improvements out from the centre,

to being locally led. The focus is on local plans based on
local cultures to nurture a more caring and inclusive ethos
and working towards a zero tolerance of risk. This year we
became signatories to the Rail Mental Health Charter led by
the Rail Safety and Standards Board (RSSB), as we continue
to encourage our colleagues’ health and wellbeing and
provide a work environment where our people can feel safe
and empowered to flourish.

Our safety culture is also supported by efforts to build
safety into our plant and machinery, following the tragic
fatality at our depot at Eastleigh. We've continued to’
deliver enhancements that make the equipment safer to
use and to ensure safety in our depots and worksites.



Train service delivery

We provide services that directly support our route and
regional customers in delivering their train service to
passengers and freight users. This includes renewing track
and overhead line equipment (OLE) using our specialist
train fleet, providing specialist skilled staff to renew and
maintain mechanical locking signalling equipment, and
delivering millions of tonnes of construction materials and
components to support our customers’ maintenance and
renewals activities.

During the year, we delivered more than 2m tonnes of
new ballast to worksites across the country. This is used on
renewals to improve the condition of our railway.

Each year we play an important role during autumn because
train performance is affected by leaf fall, resulting in adhesion
issues on the railhead. This year we delivered 927,000 miles of
treatment across the railway. Our fleet of trains deploys high
pressure water jets to remove debris from the rail to support
the safe and reliable delivery of the train timetable.

Some of our services, when they go wrong, can directly impact
our passengers by causing delays. We continually review how
best we can mitigate this by putting in place contingency
plans to make sure disruption is at a minimum. We delivered

15 per cent fewer delay minutes than our target for 2022/23.

Efficiencies

At the start of the control period we committed to
delivering £433m of efficiencies. We aim to exceed this
target to support the economic recovery of the rail industry.
In 2022/23 we had a target of £97m and exceeded that
with £184m of efficiencies delivered.

The main achievements this year have been:

« embedding changes from our reform programme

» working more closely with our supply chain to deliver
better and more cost-effective services

 improving our energy consumption and driving
decarbonisation - rolling out electric vehicles, solar power
and energy containment

« identifying further efficiencies to mitigate the impact of
rising costs of heavy materials

e training modernisation.

As well as this, Commercial and Procurement saved £280m
on behalf of our regional customers. This is £38m more
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than planned and was mainly achieved by sourcing new
contracts, smarter.

Sustainable growth

As the procurement and consumption of energy becomes
ever more critical in sustaining the delivery of the railway,
we’re moving our electricity consumption from traditional
grid supply into renewable generation. So far, 64GWh have
been moved to supply from solar and we’re working on
moving a further 1.5TWh into renewable generation. This
will be through Corporate Power Purchase Agreements

- ‘sleeving’ the green energy into our supply via the

grid. We're developing opportunities to feed large scale
renewable energy directly into our traction supply in both
the AC and DC network. At a smaller scale we’ve started on
site at Holgate depot installing solar panels onto the roof.
These will feed 0.8MWh of green energy directly into the
electricity supply on site.

The case study below reports our performance against our
targets for transitioning our road fleet to ultra-low emission
vehicles (ULEVs) or zero emission vehicles (ZEV).

Maintaining our focus on sustainability, more than 70,192
tonnes of used ballast has been recycled and reused to save
on primary material procurement. Likewise, 8,374 sleepers,
2,920 baseplates and 3,420 feet of rail removed from

the railway were recovered, processed and re-used on the
network infrastructure.

Customers & communities

In 2020, our SCO team kickstarted an initiative, in Parc
Prison, Bridgend, to offer a life-changing rail training
scheme. Through the redundant asset team, we donated
ballast, rails and sleepers worth around £6,000 to set up a
dedicated training facility in the prison.

Since then, 59 trainees have completed the eight-week
programme. Of the 49 who have been released, 24 are
currently employed by Network Rail, helping to plug the
industry’s skills gap. A new end of year report, this year, has
revealed that 84 per cent of people who completed the
course have not reoffended. The SCO team is also looking
at ideas to reach out to a women'’s prison, which would help
us attract more women to the industry and upskill even
more people.
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The SCO team also hosted a cohort of Year 10 students to
showcase Network Rail as a safe place to develop a lasting
career. Engineering Services gave an overview of track
engineering, software coding and system modelling, and
the students also participated in a bridge design challenge.

IT Services's Digital Factory team tasked students to build
an app. Students visited West Coast South training centre
to learn the importance of signalling and how a high-
altitude drone helps to patrol the track and respond to theft
and other serious incidents.

People

This financial year has presented the twin challenges of
modernisation and industrial action. It has been sad to say
goodbye to over 659 Route Services colleagues, but the vast
majority of those left voluntarily, achieving an outcome of
mutual benefit.

We have taken a critical look at the services we offer, taking on
board feedback from our regional customers and have plans
in place that enable us to be a better and more intelligent
partner. Key to this success is to nurture and develop our
people, to provide the environment to enable each of us to
deliver improvements for our passengers and freight users.

This year we delivered line manager training to 83 per
cent of our workforce, less than the 90 per cent target

CASE STUDY

Transforming the national road fleet

we set at the beginning of the year, but still a great step
forward and we will continue to focus on this next year.

To deepen our understanding of how to support each

of our colleagues to flourish, we carried out 22 cultural
assessments at worksites, more than the 20 we committed
to at the start of the year.

Every year we set ourselves targets to improve diversity

in Route Services. This year we aimed to increase the
proportion of female staff to 32.7 per cent and Black, Asian
and minority ethnic employees to 14.79 per cent. Although
we haven’t met the targets, we know some activities and
initiatives have been more successful than others, so we're
focused on a concerted and consistent effort to ensure a
positive outcome in the year ahead.

Year ahead 2023/24

Our number one priority is embedding the second phase
of our Safe Service programme. This includes focusing on
the localised, cultural aspects of safety and reducing our
tolerance of risk to zero.

We’'re also preparing Route Services for the industry
changes ahead, simplifying and strengthening our product
offering and focusing on the professional development of
our people, whilst identifying opportunities for those with a
desire to create the future.

We committed to transitioning 25 per cent of our cars to ultra-low emission vehicles (ULEVs) this financial year.
With over 26 per cent now either a ULEV or a zero-emission vehicle (ZEV), we are on target to have 100 per cent of

cars and vans ZEV by 2027.

The National Road Fleet Transformation Programme is delivering the charging infrastructure and business changes
needed to meet this target. At the end of March 2023 we had 77 ZEVs, and plan to have more than 500 by March 2024.

We're also committed to reducing our road fleet size by streamlining ways of working and providing tools to better
maintain a safe and roadworthy fleet. In the longer term we will not only see a reduction in emissions, but also

reduced operating costs and fewer short term hire vehicles.

We are working closely with the regions to coordinate the charging infrastructure in line with vehicle deliveries and
driver needs, minimising operational impact and making sure vehicles are fully utilised. By the end of 2023, 57

charge points will be installed at Route Services depots.
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SYSTEM OPERATOR
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System Operator (SO) is the operational heart of the railway. We operate the invisible
system that keeps our passengers and freight flowing seamlessly and the whole
railway performing safely and reliably. We integrate and deliver the national timetable
and provide intuitive leadership on operations, capacity, railway strategy and

customer relationships.

The operating model we launched in 2022 (below) has made us more agile and supports our role in integrating the industry
across key operational needs (for example, the national timetable) and change delivery (for example, network weather risk

management) while meeting licence obligations and being ready for industry reform —

including Great British Railways (GBR).
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We're proud of the many SO colleagues who supported the industry during a challenging year of industrial action and our
continued focus on delivery for passengers and freight customers has been constant throughout the last year.

Safety

Last year we reported how we’d reduced errors in the
timetable that presented safety issues. Over the last financial
year, we've reduced safety incidents caused by the timetable
even further, especially around conflicts with possessions
and operational issues with trains planned into platforms

or loops too short to accommodate them. We expect this

to drop from 192 issues in 2022/23 to a forecast of 183
(against a target of 288) in 2023/24. We plan to achieve this
through a relentless focus on the tools developed to pinpoint
issues, and timetable planning resource plans so we could
accommodate suitable validation time in the process.

The 21st Century Operations portfolio which was initially
set up to improve the management of competence within

the operations community, has successfully piloted two
digital signalling simulators and a Global System for
Mobile Communications-Railway (GSM-R) digital simulator
to support competence management and delivery of
continuous professional development for signallers.

These products are now available for route teams to use.
The portfolio has also delivered additional competence
frameworks for mobile operations managers and several
new training courses to support the continuing competence
management of our operational colleagues. The portfolio
has provided ‘best practice’ and ‘how to’ guides for line
managers carrying out assessments of their teams to
improve quality and consistency.

To deliver our freight safety strategy we’re working closely

with the freight sector and groups such as the national
freight safety group to address key factors involved in train
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accident risk, as well as lost time injuries, trespass, security,
and operational risks. Key schemes such as the Condition of
Freight Vehicles on the Network and the Freight.

Safety Improvement Portfolio (FSIP) forms part of the
Freight Safety Strategy, in conjunction with regional areas
of focus. Working collaboratively with the regions we will
also be implementing regional freight safety boards. FSIP
has allowed us to fund over one hundred separate schemes
to improve local conditions, for example, enhancements to
walkways and lighting for drivers at depots which improves
the safety of colleagues trackside. The fund is used to
address specific risks with network-wide initiatives. FSIP
enables industry solutions for innovative improvements,
and this appreach will continue into CP7.

Train service delivery

The better timetables for passengers and freight users
programme submitted a proposal to the Class Representative
Committee members to change Network Code Part D

and start transforming the way the timetable is produced,
executed and managed for everyone involved. These
changes included moving to a June and October timetable
change date, with an optional intervention in February, and
moving final publication of weekly amended timetables from
timetable week TW-12 to TW-8, along with several other
process improvements. Following an industry consultation
period in late 2022, these changes were discussed by the
Class Representative Committee on S January 2023. The
proposals received six out of eight industry votes in favour of
the change, on the condition that two specific issues raised
by the Office of Rail and Road (ORR) would be resolved
before formally making the change to Network Code Part

D. We're following up on the ORR items, making some small
Network Code Part D drafting amendments, and working
through the details of implementing the changes across the
timetable planning community, ready to use for the June
2024 timetable change date.

The Elizabeth line opened in stages in 2022. Through
running lines between the tunnelled ‘core’ section and
existing Network Rail infrastructure started on 6 November
2022, This was the culmination of an intense period of
preparation, testing, and scenario planning for the new
services, and was the result of close collaboration with
Transport for London, MTR Elizabeth line and suppliers. The
new service has been an instant success and is now used by
an average of 600,000 passengers each day, representing
over one in eight of all rail passengers on the entire
national rail network.
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Incident-learning reviews (ILR}) for freight specific incidents
(regardless of cause) have historically not been sufficiently
held by Network Rail, often only getting real traction when
the freight operating company brings necessary impetus

for incidents caused by Network Rail. To better understand
incident causes, recovery times and drive improvement, ILRs
need to be driven from within Network Rail. The Freight

and National Passenger Operators team has developed an
online ILR tool for all routes, regions and customers which will
support ILRs being held, clarify accountability for actions and
track them to delivery.

Efficiencies

The new SO organisation was formally launched on

4 July 2022 following a transformation and modernisation
programme to better integrate teams brought together
through the dissolution of Network Services in early 2021. We
successfully minimised instances of compulsory redundancy
and efficiency was mostly achieved through attrition and
voluntary severance measures. This resulted in approximately
20 per cent headcount reduction equating to around £14m
each year across the function. Due to its operational nature
Capacity Planning delivered a 10 per cent efficiency in order to
maintain and protect core parts of its operations.

Delivery of early benefits through the industry timetable
technical strategy programme has provided business
improvements through tools including:

e automated station working

- o electrification checks

« accurate routing of trains into the automatic routing systems

o improvements to timetable checks against the possession
plans

« validation of train length against platform and loop
lengths to reduce operational incidents.

These improvements have delivered a reduction in overall
signaller workload through production of better quality
timetables. It’s also directly reduced the level of safety risk
and train service delays associated with the timetable.

Another example of business efficiencies delivered by SO
is our operational data initiative ‘better data for better
operations’, which has overcome the historical barriers
to digital collaboration often associated with the use

of external software platforms. Work is underway to
establish a digital collaborative environment. The trials
are already demonstrating that by adopting new skills
and capabilities like a digital collaborative environment,
data engineering and data science can provide greater



insight and improve railway performance without having

to resort to costly systems engineering programmes. A

trial is being undertaken with South Western Railway

and Southern region to improve the speed of operational
decision making, by providing more detailed train location
information, without resorting to the costly development of
new software systems. Another trial is underway involving
conceptual timetable simulation for investment proposal
appraisal. This will test the use of advanced data analytics
using Al, machine learning and digital simulation.

Sustainable growth

Our mission for freight has been to accelerate the shift to rail
by delivering better, faster, more sustainable services. We've
worked hard to accommodate and promote freight on the
network, encouraging longer and heavier traffic, prioritising
freight services where possible and driving innovations such
as express freight. By the end of Control! Period 6 (CP6), the
overall tonnage of goods moved by rail freight is forecast to
have increased by 7.5 per cent compared to the start of the
control period in 2019. Rail freight is crucial to large-scale

civil engineering schemes, such as HS2, East-West Rail, and
Northern Powerhouse Rail. The establishment of freeports will
drive demand for increased intermodal services and we’ll work
closely with the industry to attract investment in facilities and
freight terminals to maximise rail's competitive advantage.
Together with the Great British Railway Transition Team’s
Strategic Freight Unit, we’ll pursue opportunities to boost
income and traffic through targeted enhancements.

The Weather Risk Task Force has grown in scope and
ambition to deliver against a clear vision ~ to run a safe,
affordable and more reliable service during adverse and
extreme weather. We've capitalised on our research to make
sure that our assets and operational processes deliver for
passengers and freight users. We are continuously improving
our systems as we better understand the risk weather

poses — for example, we’ve changed the rainfall thresholds
at which we apply speed restrictions to reduce disruption
whilst keeping everybody safe. This is positive progress as we
shift our culture away from letting the weather dictate our
service and toward defining the service we want to run and
amending our plans and interventions to achieve it.

Customers and communities

Our teams have continued to suppoart the response to
industrial action by the trade unions, planning the necessary
timetable changes and wider response to the disruption.
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SO will lead the co-ordination of Network Rail’s strike
readiness going forward, continuing to develop both our
contingent manager capability together with driving

the signaller workforce to a level that is as resilient and
sustainable as possible. This will serve to not only deliver
a more resilient railway, with better equipped operational
managers, but also play a key part in reducing both the
chances and the impact of future industrial action.

On 8 September 2022 after the death of Her Late Majesty

Queen Elizabeth II was announced, Timetable Production

set up its command structure to manage the timetable

response, which included:

e preventing the publication of the 8 September 2022
emergency industry action timetables for future strike action

« working with the heads of train planning across the industry
to produce a timeline for reinstating timetables due to the
removal of engineering operations from the network

« collaborating with routes and operators to establish a
viable timeline and plan for producing timetable plans.

In addition to the above, Capacity Planning worked

throughout the year to ensure the railway was open for

customers during strikes and that timetables were available

to freight and passengers at sufficient notice.

The Smarter Information programme has sought ways

to increase customer satisfaction and enhance travel
information delivery. The programme is cross-industry

and there is involvement from around 220 stakeholders
from 44 different organisations. We've worked with all
train operator companies and the ORR to agree a set of
standards to replace the no longer fit-for-purpose Approved
Code of Practice document.

SO is working directly with other functions to explore

how our routes can provide a better station experience

for everyone. We have a vision that stations should be
inclusive and welcoming places, encouraging more people
to travel by train. To support this vision, we’re delivering
Access for All — which supports 150 schemes at franchised
stations delivering accessible benefits to 253 stations across
England, Wales, and Scotland.

People

SO is made up of over 950 colleagues focused on delivery

- across the five core pillars of our operating model. The

commitment and agility of this organisation has been
tested in different ways over the past year and we’ve seen a
remarkable response to supporting the industry throughout
a sustained period of disruption. People are our biggest
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asset and looking to the future we're committed to taking
them on the journey of rail reform.

The interconnected structure and ‘whole railway’ mindset
of our operating model will support the transition to Great
British Railways (GBR) and over the past year we’ve been
actively engaged in driving industry reform within the rail
sector.

During the last year, we've assembled a diversity and
inclusion warking group to promote a culture of equity,
trust, care and fairness and increased.representation of the
communities, stakeholders, passengers, and customers we
serve within our function.

To do this our senior leadership team has set out the

following priorities to:

« increase diversity in senior leadership positions

« be an inclusive and fair recruiter

 create an environment where everyone can be themselves
and where people want to say, stay and thrive.

As well as the function’s regular whole team meetings we
also held an in-person event in November 2022 which saw
high attendance and positive feedback from colleagues.
The event included interactive ‘market stalls’ where teams
showcased their work, a discussion panel with SO leadership
and a keynote address from Jake Kelly, group director, SO.
We hope to make this a regular feature on the SO calendar.

Our key focus for 2023/24

During the final year of CP6 we’ll receive the final
determination from the ORR and determine a delivery plan
for the first year of CP7. Our effort as a function is to have
a relentless commercial focus driving cost-efficiency and
avoiding slippage.

Alongside this we’ll continue to be actively involved in

the development of GBR which aims to transform the rail
industry by bringing together the different elements of the
industry under a single, ‘guiding mind’. By collaborating
closely with our stakeholders, we aim to provide feedback
and input into GBR as it develops to align with industry
objectives and priorities. We’'ll continue to work with other
industry stakeholders to address key challenges in the rail
sector, such as enhancing the reliability and efficiency of
train services, improving customer experience, and fostering
innovation and growth in freight.
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Work is also continuing on continuous improvement to

the business’s framework for determining Network Rail’s
position on the sale of new or amended access contracts —-
including support to customer teams and the Sale of Access
Rights (SoAR) process and Panel. A new e-learning suite
has been developed to support customer managers and
executives, and a range of improvements to the Capacity
Allocation process will be agreed with ORR following the
reporting-out of an Independent Reporter Review. These
are likely to include process improvements such as; revising
SoAR paperwork to remove duplication of work and
simplify paper content, reviewing delegated authorities
and introduction / updating of internal guidance, efforts to
encourage earlier internal consultations, and an updating
of the ORR/Network Rail Working Practices Agreement.

CASE STUDY

While cost challenges persist, the post-Covid
constraints were a prominent challenge in
2021/2022. We took a decision to manage this
head-on in the SO and create opportunity in
2022/23 through a transformation programme
which incorporated the efficiency drivers of
management modernisation. Design principles
underpinning this change included better
integration of teams, a refocus on core deliverables
and where required new and/or different structures
to best support a new operating model.

Change of this nature is particularly unsettling.
However, Network Rail's managing people through
change process supported our programme

to minimise risk for our people and offered
opportunities such as voluntary severance and
redeployment for individuals to consider —
minimising compulsory measures.

The ambition for this programme was to save
£14m in operating expenditure costs which
equated to approximately 20 per cent of the
function. This ambition has since been realised
and we’re back to business-as-usual activities. We
supported employees who chose to leave through
voluntary means and remain committed to those
who chose to stay — particularly around developing
advocacy and understanding around the transition
to GBR.




TECHNICAL AUTHORITY
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The Technical Authority was established during 2020 as a centre of expertise,
accountable for setting technical guidance for Network Rail and the railway system. We
cover safety, health and wellbeing, environment and sustainable development, security,
engineering, technology, competence and capability, compliance, incident investigations
and the system authority.

Health, safety and quality

Systems authority

Engineering

Security

Research and technology

We find creative ways to apply technology for a better
railway, to cut red tape and to provide strong competence
and assurance regimes to manage the railway effectively.
To help us achieve that we're closely connected with UK
and international institutions and businesses, from the
Rail Safety and Standards Board to the International
Union of Railways.

High profile activities include tackling safety, health and
wellbeing risks to our workforce, reducing the carbon
emissions of the railway and adapting to climate change.
Our research, development and innovation (RD&I)
underpins improvements in these areas and is also critical
to drive a more cost-efficient railway. Our focus for this

Environment and sustainability

year has been scaling up the pace and impact of business
change led by Technical Authority teams. We've also
prioritised getting ready for the establishment of Great
British Railways, putting in place the means to deliver its
broader railway system objectives.

Safety

We've reactivated our Technical Authority safety vision.
We've run over 30 Everyone Home Safe Every Day
workshops with 320 colleagues from around the function.
The workshops have encouraged open and challenging
conversations about why safety matters to every one
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of us and how we can be confident in raising safety
concerns as a sign of caring for each other. More recently
we've introduced follow-on training designed to give all
colleagues across Technical Authority the confidence to
hold safety conversations.

Over the last three years Network Rail has made a
considerable effort to significantly reduce the use of
lookouts for trackside working. We've achieved a significant
reduction in near misses between track workers and trains
and have successfully closed the Improvement Notices
raised after the tragic fatalities at Margam in 2019. Each of
our regions has introduced an assurance plan to continue
to embed the changes made.

To complement the Safety Task force every region and
function has continued with making improvements to our
safety culture, tracking the changes using the industry

Risk Management Maturity Model. These assessments,
which are reported to our Board, focus upon leadership,
keeping people apart from moving trains and machines,
communications and front line assurance. Every region and
function has its own safety improvement plans supported
by expert advice provided by the Technical Authority and
Network Rail's Multiplier team. Our aim is to enable change
in our culture, not to dictate it.

We've made good progress on the improvements to first
line of defence assurance, with all national and route-
specific actions with the Office of Rail and Road (ORR) now
closed out. The steering group and the ORR continue to
drive the improvements into business as usual by sharing

good practice and reviewing assurance outputs each period.

We've made substantial progress this year on closing older
RAIB recommendations with robust updates to our risk
controls framework.

Fire safety is a matter that requires improvement across
Network Rail. We've implemented significant changes that
will deliver the necessary improvement:

« we now have a fire safety programme board to bring a
nationa! focus on fire safety risk assessments

» we are training our people to undertake the roles of
‘Persons Responsible for Fire Safety’

« we have improved the visibility of data to help the
business monitor progress and identify further
opportunities to improve the way we manage fire
safety risks

Improvements to public safety have retained a sharp
focus within our work. We've embedded our work on gross
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disproportion factors to make sure that our investment

in level crossings is appropriate for our safety risks. We're
looking to extend the use of these principles as there are
benefits to be gained from applying them to our asset
management strategy. We’ve continued to implement
change to reduce trespass and suicide events. The learning
from the tragedy of Harrison Ballantyne’s death in a freight
yard in 2017 has been shared across the industry. The
Samaritans have worked with us on Small Talk Saves Lives
which was re tweeted by the Prime Minister, Rishi Sunak.

We've closed two electrical safety improvement notices
related to (1) proving electrical equipment is isolated before
work commences, and (2) the demarcation of electrical
isolations. Closing the improvement notices was achieved
through delivery of an updated standard for a single
approach to isolations and introducing Reminder of Live
Equipment (RoLE) across our regions. This was a significant
piece of work which included briefing and assessing over
3,000 of our workforce, procurement of over 5,000 RoLE
devices and the development of a new sustainable process
for ‘test before touch’.

The health of our people is an important factor for
Network Rail. This year we’ve overhauled our approach

to drugs and alcohol testing. We've increased our testing
regime as an enabler to better health, with better support
services. Mental health has been a consistent focus for

us, with people better able to report concerns and access
support. We've achieved an 18 per cent reduction in mental
wellbeing-related sickness although we’re likely to miss our
full Control Period 6 target of a 25 per cent reduction.

To achieve Network Rail’s vision of a railway ‘Fit for the
Future’ we’ve made big strides towards delivering an
in-house high quality occupational health service to
proactively manage our people’s immediate and long-term
health and wellbeing. We've selected a technology platform
for managing appointments, holding medical records and
tracking referrals. We’re in the process of setting up 22
Occupational Health centres across our network and have
started to recruit occupational health professionals ready
for the launch of the new service later in 2023.

Train service delivery

We’ve continued to develop intelligent infrastructure
technology solutions designed to provide our maintenance
teams with high quality information about the condition of
our assets, so they can more effectively target maintenance



to prevent faults which disrupt the timetable. For example,
we've launched new tools across our network to manage
the condition of track, drainage, signalling and operational
property (our station and lineside buildings). We're currently
testing a new decision support tool for our structures.
Overall, these solutions are expected to generate £20m per
year of savings from April 2024 onwards.

The first site installation of a new point operating
equipment design, which sets points to allow trains to move
between tracks, has been completed in Western route. The
new design has features which remove.the main reasons for
equipment failure. Every site fitted with the new equipment
will be more reliable and will improve train service reliability
for our passengers. :

The extreme temperatures of 18 and 19 July 2022 had

a significant impact on train services, with no trains
running on two of our main lines for several hours; an
unprecedented event. In response we’ve been supporting
the Lord Oakervee review of our standards for managing
periods of hot weather. Early actions taken in response to
the investigation include updates to our track maintenance
standards to cater for higher air and rail temperatures and
to reflect the best practice we've identified in other global
railway infrastructure managers.

New risk-based maintenance standards have been released
for signalling, track and plant. These updates build on
previous reliability centred maintenance studies and make
use of the increased coverage of train-based infrastructure
monitoring and sensors fitted to our assets. Applying the
new standards enables our maintenance teams to focus
their inspections on locations and types of equipment

with the highest risk of failure, resulting in more effective
maintenance planning and less disruption to trains.

Part of our product acceptance process, the Design for
Reliability (DFR) process has won a Global Excellence Award
(the Combined Kepner Tregoe Technologies Excellence
Award). This award confirms the importance of our DFR
process, which makes sure that new products introduced

to the railway system deliver high levels of reliability in our
challenging operating environment.

Efficiencies

Research, development and innovation (RD&I) plays a
vital role in unlocking opportunities in Network Rail and
the wider rail sector to reduce costs. The RD&I programme
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in Control Period 6 (CP6) has already delivered seven
technology solutions that are helping regions upgrade
and maintain our infrastructure at lower cost. For example,
research into how closely we can fit high voltage overhead
lines to structures such as bridges is already benefitting
electrification projects on the TransPennine and East
Midlands Main Lines, with projected savings of £15Tm.
The changes have been documented in our electrification
standards so all similar projects can benefit from the same
cost reductions. We've developed lower cost alternatives
for safety systems at user-worked level crossings — saving
£500,000 per installation and resulting in more level
crossings being upgraded more quickly, with greater
benefits for everyone using these crossings.

We only gain the benefits from our RD&I projects when
they are rolled out across our regions. We’re investing

a greater proportion of our available RD&I funding to
accelerate the introduction of new technology to improve
the safety of our workforce on track, for automating
inspection of our assets and for installing sensors that
detect changes in water level in our drainage systems

and help us prevent the railway flooding during periods of
prolonged or heavy rain.

Most of our RD& is delivered in partnership with suppliers
and other organisations. We've leveraged our direct
investment in RD&I with £63m funding from project
partners to-date in CP6. Our combined resources not only
allow us to work on a wider range of technology projects
but also strengthen the capability of our supply chain and
contribute towards Government targets for investing in
small and medium enterprises and generating economic
growth across Great Britain.

The cost of renewing and maintaining railway infrastructure
is a major part of Network Rail spend. Sophisticated
modelling software developed by our teams has been used
by regions to prepare their Control Period 7 (CP7) strategic
business plans. Technical Authority engineers have used

the same tools to assess the regional plans against tests

for value for money and whole life asset sustainability, with
feedback being used to update and refine the final regional
plans for CP7.

Customers and communities

We achieved a milestone with the successful delivery of
the £10m Rail Aid for Ukraine project, the first of a kind
for Network Rail. We specified and procured eight modular
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bridge spans, two bridge launch noses, 60 bridge trestles,
1,000m2 of tunnel lining kits, six JCB excavators and other
tools and equipment needed to construct replacement
bridges - in total over 1,100 tonnes of equipment and

- materials. Working with authorities across Europe, the
Technical Authority team managed the delivery of two
special freight trains to Ukraine, the first in December 2022
and the second in March 2023, less than nine months from
the project start date. The materials provided everything
needed to support Ukrainian railway engineers to repair
war-damaged railway infrastructure. In addition to the
procurement and delivery of the materials, a seven-day
training programme has been given to Ukrainian engineers
in the UK to maximise the value of the donated aid.
This training was attended by the Secretary of State for
Transport and the Ukrainian Ambassador, both of whom
were very complimentary of the project.

People

We've completed the reorganisation of the Technical
Authority, creating a more efficient function. The transition
to the new organisation has helped us to reshape our
priorities and reduce waste whilst delivering real value
through efficiencies for the regions.

Our update of the occupational competence framework for
signalling technicians so it is risk-based and sustainable for
the long-term has continued during 2022/23. We've assessed
all Network Rail maintenance team holders of signal
maintenance competences, delivering practical assessments
to over 1,500 signalling technicians and engineers. The result
is a significant reduction in the number of signalling wrong
side failures due to human error.

The diversity of the Technical Authority team continues to
be monitored and has shown small positive changes in the.

CASE STUDY

last 12 months. Recruitment and retention activities are
key to achieving a more diverse team, so we’ve introduced
inclusive leadership training for all our line managers. This
training has been delivéred to nearly 50 per cent of this
group. We've also scaled up activity to create widespread
ownership for a more inclusive environment, for example by
growing our network of diversity and inclusion champions
across all of our teams and by the creation of team-based
diversity and inclusion action plans.

We're encouraging our teams to make use of our volunteer
leave opportunity, which enables them to take up to five days
per year leave to support charitable work. This activity helps
our local communities and supports the mental health and
wellbeing of our teams. So far we’re well ahead of our target
for the number of people engaged in this activity.

Year ahead 2023/24

The Technical Authority will continue creating new solutions

in many parts of our business, for example:

« we will replace Victorian railway detonators with signal
disconnections, delivering productivity and safety benefits

» we will provide regions with a new tool to assess the
safety risk to earthwork assets during extreme rainfall.
This will enable us to select the optimum operating speed
to balance both the safety risk and the need to provide
good service to our passengers

o we will continue to develop our RailHub safety planning
system, providing better data to our planners and
simplifying the arrangements for safe track access.

We’'ll also focus on getting ready for CP7, developing
more detailed plans so we're ready to begin our work on
standards, competence frameworks and RD&I as soon as
we enter the new funding period.

The first installation of the creative Flow bridge design funded by our RD&I was completed in Wales route,
enabling the closure of a local farm crossing. As a new standard design, it will be delivered at a lower cost
than conventional foot bridges, improving safety for people crossing over the railway and also reducing
carbon embodied in our assets. A further six installations are being planned in Scotland region and we're
developing design options to provide step-free access across the railway.
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Occupancy at our managed stations 90.1%
(86.2 % Business Retail Consortium)

Retail sales growth like-for-like 29%
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“Every day, across Britain, we touch the lives of close to a billion people through
our managed estate. They travel through our stations, live and work in our
neighbourhoods, shop with our brands and eat in our restaurants. The opportunity to

transform our portfolio is huge.”
Realising Real Estate

The regeneration of railway land supports the delivery

of new homes, workspace, retail and public realm for
communities. Unlocking value from our land across the
UK regions allows us to make a stronger contribution to
both communities and wider economic growth. We create
successful strategic partnerships across both the public
and private sector to enable this regeneration and the
continued delivery of vital infrastructure.

Exceptional Spaces

Network Rail generates income from its extensive property
portfolio from retail lettings at the 20 stations it manages
and from national partnerships across its advertising sites.
This income is reinvested back into the railway.

Despite the slow increase in office working alongside the
continued impact of industrial action, there has been an
increase in both passenger footfall and spend per passenger
across our major stations. Despite continued industrial

action during the period footfall was up two per cent (footfall
excludes London Bridge and London Victoria) year-on-year.
Increasing the breadth of our customer offer across our

" destinations and a recovery in leisure passengers has seen an
uplift in spend by 29 per cent to £696.8m for the 12 months.

Over the past year we opened 21 new retail units and

welcomed new brands to the Network Rail portfolio such as:

« Maraugame, the global udon noodle brand, took a prime
restaurant on the balcony level at Waterloo to extend our
casual dining offer

e The London North Western, opened at Birmingham New
Street, saw us introduce the largest pub across our estate
at 8,000 sq ft with outside garden space

« Soul + Grain at Victoria delivered an independent grab
and go concept, which started out in 2007 roasting
coffee from a garden shed in Bristol.

Robin Dobson, Director of Property, Network Rail

In addition, 31 new pop-up stores also ensured our space

continues to offer customers something different on each

visit and at the same time drive additional rental income

of over £700,000. Our pop-up space allows independent

and smaller brands to have access to millions of customers.

Highlights during the period included:

 Childish Energy at London Bridge, the brand behind You
Tubers TGF8, launched their new energy drink giving
fans the opportunity to purchase merchandise alongside
meeting the founders

o The Barkery, at Leeds. A first for our estate, this brand
offered treats, toys and grooming products just for dogs
and tested a new market at our stations.

The focus on activating our space following the pandemic
has seen a reduction in the overall void rate in our managed
estate by 2.4 per cent to 9.9 per cent, ahead of the British
Retail Consortium’s benchmark vacancy rate of 13.8 per
cent. The retail sector remains challenging. Administrations
such as Paperchase in January 2023 highlights the
continued challenge across retail for our team. Targeting
the independent stationery brand, Postmark, which

was new to the Network Rail portfolio, the five former
Paperchase units were reopened and trading by May 2023.

Strategic Partnerships

During the year we entered a strategic collaboration

with TTL Properties, Transport for London’s (TfL’s) wholly
owned commercial property company. As two of the most
significant landowners in London, the agreement aims to
accelerate the delivery of regeneration and development
activity across the capital.

In May 2023, we announced our partnership with IJM
Land, one of Malaysia’s leading property developers to
explore development opportunities on land adjacent to
the railway and through oversite developments in Network
Rail’s portfolio. The Partnership is currently considering
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brownfield sites in Central London and the southeast which
can be developed into mixed-use schemes, residential,
commercial or logistics properties.

Maintaining a safe estate and rail network remains a
priority. The commercial filming team worked with The
Samaritans to host educational webinars for our partners,
including train operating companies and Heritage Railway
companies. The campaign highlighted the link between
suicide seen on screen and suicide rates and how limiting
storylines in the future can contribute to a safer railway.

Regenerating the rail estate

Across our strategic developments we continue to make
progress. At York Central, our major regeneration project in
partnership with Homes England adjacent to York Station, the
delivery of £100m of infrastructure improvements continues
including new roads, footpaths, cycleways, two new bridges
over the East Coast Main Line, and a new central park.

To transform one of London’s busiest rail stations, we

are partnering with Sellar and MTR on proposals for the
comprehensive redevelopment of Liverpool Street station to
create a new transportation hub and a seven-day-a-week retail
and cultural destination. This comprehensive scheme will be
delivered at no cost to passengers, or the taxpayer. A planning
application was submitted for the scheme in May 2023.

Across Great Britain we have taken a proactive approach to
development to kick start regeneration projects that deliver
housing and a mix of uses, creating jobs and investments
in cities such as Bristol, Cardiff, Newcastle and Oxford. All
of these opportunities demonstrate the pivotal role rail
infrastructure can contribute to development.

In parallel with this through our joint ventures of Solum
and Blocwork we have delivered over 15,000 homes over
the past five years through turnkey sales and through
partnering with local housebuilders in sites such as
Guildford, Bishops Stortford, Nottingham and Newcastle.
This is an area that has huge growth potential by unlocking
more brownfield land for development.

During the year the team was instrumental in supporting the
delivery of major infrastructure projects across the regions. The
property expertise and skill in areas such as planning, ensures
schemes and projects can be successfully delivered. Significant
milestones during the period include supporting the £1.3
billion rail upgrade between Huddersfield and Leeds which
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has seen works start on the full electrification of the line, and
initial land assembly for a new Cambridge South Station which
supports the growth of the biomedical industry within the city.

Our Planet

Supporting the end-to-end customer experience is key,

as is delivering on our sustainability priorities. We have
partnered with ZPN to install rapid electric vehicle charging
for passengers and local communities at our stations. This
partnership, the first of its kind in the industry, has the
potential to extend to up to 70 sites. It will continue to
lower the carbon footprint of passenger journeys and make
a positive contribution towards our Net Zero strategy.

Our focus on reducing energy consumption across the
business and for our customers saw us upgrade our office
in Milton Keynes, delivering improved efficiency and a

48 per cent reduction in energy from our lighting. During
the period we also installed SMART meters into 94 per
cent of the retail units across our managed stations.

To ensure our estate continues to enhance social value

in the neighbourhoods in which we operate, we mapped
underutilised land in communities across all 32 London
boroughs ahead of considering more sustainability
initiatives including biodiversity gains and renewable
energy sources. In North West & Central we also let two
sites to community groups for biodiversity enhancement.

Our People

Across the property team our achievements during the past
12 months mean we have a lot to be proud of. We have the
people and skills to continue to create a national property
business that is regionally empowered and supports our
operational colleagues. One that improves the experience
for customers, creating value and delivering income. Every
colleague in property at Network Rail plays an important
part in this journey.

The most successful teams from both a colleague and value
creation perspective are those that champion diversity. It
can deliver greater creativity and a deeper understanding
of customers. Our three colleague-led groups under our
People Panel across DE&I, Health & Wellbeing and Learning
have continued to raise awareness, create conversations
and highlight educational resources and support for these
important topics.
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In CP6, we started the path towards a service-led organisation through the Putting Passengers First programme which helped
us make decisions closer to our customers and minimised the number of steps between the chief executive and customers. In
2018 the Putting Passengers First initiative was launched and whilst the pandemic and the financial challenges that followed
have been really challenging for us, we have continued with this mission. We’ve continued to transform the value of work,
supporting our people to make systemic changes that will result in a better service for our passengers.

The financial challenges post-pandemic required us to accelerate pay and working practice reform. We had to freeze pay
during 2020/21 but protected job security and signed the enabling framework agreement with the trade union to jointly
commit to modernising the industry. We established joint working groups (coining the term of co-analysis with the trade
union). These groups studied the working practice challenges that we faced as we started to modernise such as technology,
planning, deployment, competence and change etc.
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However, the context became more serious and divisive. Significant increases in inflation were seen alongside a slow
recovery of passenger numbers. Changes to travelling patterns (increased working from home, changing nature of off-peak
etc) deepened the financial challenges. The costs of living challenge faced by our people worsened. Efforts to negotiate

a below-inflation pay settlement funded by working practice reform were met with difficulty. Our key focus during this
financial year has remained being resolute in achieving our mission to modernise and deliver a cost effective, safe and
sustainable railway. We agreed a pay deal with our management unions. Faced with strike action from other areas, we
implemented industrial action management and contingency training to maintain critical services. We pressed on with
reform and concluded all our pay deals, with the latest deal accepted in March 2023.

Whilst we were unable to offer our employees a pay increase in line with inflation due to affordability, we looked at
alternative ways to reward our employees to support them with rising economic pressures. This included the provision of

75 per cent discounted leisure travel for employees and their family members. We also made a commitment to improve the
fairness of managers’ pay to ensure they are not paid less than those they manage.

Despite much of 2022/23 being troubled by industrial action, we continued to make good progress in becoming a cost
effective, safe and sustainable railway. We continued to fix systemic problems, designing better work involving our frontline
leaders in particular. In this way, we continued to “invert the pyramid” of our organisational structure from a top down
‘command and control’ operating model to a customer-led one. We have been listening to what really matters to the frontline
who serve the customers. This enables us to focus on the work that will deliver the best outcomes for our customers.

Figure 1 Inverting the pyramid, so the organisation capability
improves to listen, respond and deliver what matters to customers
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To help achieve this we have supported the organisation to Throughout the year, we continued to modernise our

redesign and embed new operating models. This reduced working practices to become more efficient and make work
the costs of management and flattened the pyramid more rewarding. To attract and retain the best talent we
structure to a degree. This also included implementing a provided greater learning and development opportunities
new operating model for Group HR so we can better serve to build a rewarding working environment, nurtured our
our regions and functions to deliver for our passengers. future leaders and built a more diverse culture.

Moving from an engineering led to a customer and .
service led organisation that puts the needs of our Transformlng the value of work

passengers and freight users first is essential in
helping us achieve our goals. To do this, we needed (Better WOI'k)

to get closer to our people, particularly our frontline

colleagues and transform the value of work, build a To increase value for money and minimise disruption for
great employee experience, develop and sustain our passengers, in 2021 we started working more collaboratively
people for the future and invest in great leadership. with our frontline colleagues to work more effectively,
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efficiently, and safely. Our aim in 2022/23 was to build on
the case study started in 2021 and get even closer to the
people doing the work across different locations. To listen
and understand the challenges they face and identify root
causes of local issues to find better ways of working. As part
of this, we worked with local maintenance teams across
regions to identify ‘what the optimum looks like’ and have
started to develop a ‘model’ high performing maintenance
unit, perfecting ways of working, that can be replicated and
localised across Network Rail.

This work has connected leaders to hidden challenges,
showing them a true picture of the root-causes of
inefficiency in their part of the organisation, creating the
right environment for local decision making. By involving
the people who do the work in improving the work, the
work will become more satisfying and meaningful, the
effectiveness of leaders in making change happen will
improve and the introduction of technology will be easier.

Our vision is to be a customer led organisation with the
interests of people at the heart of our culture. We know
much more work has to be done to truly put the passenger
first and be able to respond fully to customers’ needs but
we are well underway with that journey.

Building a great employee
experience

Over the last year, we have increased our focus on creating
a safer, more engaging and inclusive working environment.
As well as creating better work, fixing complex issues at a
local level, our priorities have been to improve Diversity &
Inclusion, wellbeing, improve engagement and develop a
better safety cuiture.

Our systemic inclusion initiatives are continuing to remove
barriers for our people through continuous improvement
and systemic change. To address under-represented groups,
we have designed a number of programmes and initiatives.
We're making progress against our targets for improving
representation and increasing data sharing, but not at the
pace required to hit all our CP6 aspirational, super-stretch
goals. We know that a disproportionate number of females,
disabled, LGBT+ and Black, Asian and minority ethnic people
are leaving the business, so we will continue to increase our
focus on Inclusion. A new exit and entrance process is being
introduced to provide greater data and insights to identify the
reasons and how we can support people better.
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However, we have had some great successes. We've delivered
major improvements in the diversity of recruitment pipeline;
we have much greater representation of under-represented
groups in our leadership population, and we have exceeded
the national average for black representation in the
workforce compared to the country’s population.

Our employee networks have over 6,800 members. These are
proactively launching new initiatives, development initiatives,
services, awareness raising and policy changes on a frequent
basis. We have launched a new Armed Forces employee
network and have a growing wellbeing network. Collectively,
our employee networks continue to educate and challenge
the business to create a fairer and more inclusive workplace.
We dlso share events and programmes across the Industry
with Train Operating Companies and Supply Chains providing
opportunities for the industry to collaborate as one creating
better futures for our Industry.

We have retained our place in the Times Top 50 Employers
for Women, a prestigious list of the employers committed
to promoting gender equality. We've also been named

a Top 25 Employer in the Investing in Ethnicity Maturity
Matrix. This is the third time we’ve entered the benchmark
and each year we've moved up a level, showing how the
race matters project has matured and grown its reach and
impact. For the first time, Network Rail has reached the
top 100 employers in Stonewall’s inclusion index. This is

a notable benchmark and demonstrates the acceleration
in progress in the last year. This year we also achieved the
Armed Forces Covenant Gold status award.

We continue to publish our gender pay gap report and
voluntarily publish our disability and ethnicity reports. This
demonstrates our transparency and provides commentary
on our commitment to close the gap over time.

Figure 2. Network Rail’s Gender pay gap
compared to the national average
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Our gender pay gap for 2022/23 is nearly 11 per cent, a
drop of two per cent compared with last year and remains
lower than the UK gender pay gap.

Our ethnicity pay gap is just over six per cent, a slight
decrease from last year.

Our disability pay gap is just less than three per cent,

much lower than the national average of nearly 14 per
cent. However, this figure may change as more colleagues
are confident to share their disability or long term health
condition with us making pay gap reporting more accurate.

We have continued to provide well-being support to our
employees through our Occupational Health service and
have continued to develop and embed our Accommodation

* Strategy to make our facilities more accessible and inclusive
across the railway, e.g., introducing changing areas, toilets,
and walkways.

Engagement has been a key focus against a backdrop

of industrial action and organisational change. We have
focused on local level engagement through better face to
face engagement, adapting our communication plans to
engage more at a local level. The network wide Your Voice
survey approach has been reviewed to move to an annual
full survey instead of every two years. During the year
regions/functions deployed local pulse surveys to support
local engagement activity as required.

Our safety culture work has been far reaching and
deep. We have supported the safety task force and
implemented findings to ensure a greater safety