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Performance Repord — Overview, How we nave performed

Overview:
How we have performed

Our purpose for this report

This Performance Report is based on the for the pecple who depend on it: supporting a strong,
strategic objectives set out in the Department’s Single preductive economy and the jcbs and homes pecple
Departmental Plan (SDP} which was updated in June need. Figure 1 on page 15 sets out the strategic

2019. This focused on ensuring that the UK bas a safe,  objectives stated in the July 2019 SDP and how we
secure, efficient and reliable transport system that works  planned 1o deliver those objectives.

Our investment in rail, roads, maritime and
aviation will make journeys better, simpler, faster
and more reliable.

1_Performance_Report_2020.ndd 10 6— 16/08/2020 1505 |
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How we are organised

DIT Group comprises the central Department
(DfTcy and a number of public bodies, which are
classifiec according 1o the level of ministerial control
required for them to best perform their functions. Many
of these organisations have their own governance
structures and publish annual reports, with their
accounts consolidated into the Department’s Annual
Report and Accounts.

Executive agencies act as an arm of DfTc and
typically carry out services or functions with a focus
on delivering specific outputs, with policy set by
Ministers. Non-Departmental Public Bodies (NDPBs)
and Non-Ministerial Departments {(NMDs) are separate
legal entities from DfTc. The Department usually sets
their strategic framework, appoints the chair of their
Board, approves all non-executive Board member
appointments and is consulted on the appointment of
the Chief Executive Officer (CEQ).

The wider Departmenta! family inclugdes
other public bodies that work with us to achieve our
chjectives, but have more autonomy over their own
policies and are not consolidated into the Group’s
financial statements. An overview of BfT Group and

wider family is shown at Figure 9 DIT Group and Family

{organisational classifications) in page 104.
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Porfarmance Report — Overviow: row we have pertonmed

DfT Group and Family
(accounting boundaries)

Wider Departmental Family

Consolidated Departmental Group

Central Department for Transport (DfTc)

5 Director General-led Groups: Roads, Places and Environment Group;
Rail Group; High Speed Raif and Maijor Projects Group; Aviation, Maritime,
international and Security Group (inciuding 3 Accident and Investigation
Branches), Resources and Strategy Group and Non-Group comprising of legal,
Group communications and Strategy Unit.

Other entities accounted for within the Central department:
Office for Low Emission Vehicles; Centre for Connected and Autonomous Vehicles
Disabled Persons’ Transport Advisory Committee, Cycling and Watking
investment Strategy Advisory Group, Advisory Group on Education in Transport,
Air Insolvency Review, Rail Strategy Advisory Board, DfT Scisnce Advisory
Council; Independent Commission on Civil Aviation Noisa

Executive Agencies:
Driver and Vehicle Licencing Agency
Vehicle Certification Agency
Maritime and Coastguard Agency

Other Government Owned Companies:
Highways England, Network Rail (including

its subsidiaries as listed in Note 26 tg the
Financial Statements), LCR Finance plc,
CTBRL Secticn 1 Finance ple, BfT OLR
Hoildings Ltd® (including its subsidiary
Train Fleet (2019) Ltd}, Air Safety Support
International Ltd

Public Corporation and Regulator:
Civil Aviation Authority

Non-Ministerial Department and
Regulator:
Office of Rail and Road

Other Public Corporations:
Trust Ports as listed in Note 26 to the financial
statements;
[TSO Ltd and TS0 Services Ltd

Executive Non-Departmental Public
Bodies:

Transport Focus (including its subsidiaries
Transport Focus Scotland L.id and Transport
Focus Wales i1d), British Transport Police
Authority, Trinity House Lighthouse Service,
Narthern Lighthouse Board, Commissioners
for Irish Lights, High Speed 2 Ltd, Directly
Operated Railways Lid, East West Railway
Company L.td

Other consolidated entities:
Air Travel Trust Fund

Trading Fund and Executive Agency:
Driver and Vehicle Standards Agency (DVSA)°

Public Corporation and
Government owned company:
London and Continental Railways Ltd, Crossrail
International Ltd; LNER Lid; Northern Trains Ltd

1 In Marcr 2020, ONE reciassified DIiT OLR Holdings Ltd to Pubiic Corporation

2 DVSAIs an Executive Agency and Trading Fund. in 2020, ONS reclassified DVSA to Central Government DVSA will be consolidated mio
the Departmental Group accounts from 1 Apnl 2021, once s Trading Fund status has been formally revoked 1 legislation DVSA also
consohdates the Traffic Commissioners for Great Britar, wnich Is a Tribunal NDPB.
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Our vision

connecting
pegple

Delivering for Today,
Ambitious for Tomorrow:

our priorities necessarily evolve, but making

connections will always be af the core of -
what we do.

A vision ylatement is the formal expression of an orgenisation’s
overarching mission. Our vision needs {0 simply 8nd auccinctly
express why we exlst and what we are aiming for across all
modes of ransport.

Values are enduring, passionate and distinctive core beliefs. They
guide our conduct, acbvities and goais They are about identifying

what every person in DfT shares, both in terms of

Cur values are the standards and principles that

we share, rapresenting what is most important to us and

guiding us towards this vision. They reflect the best of
what we are now and what we aspire to be in the future.

1_Performance_Repon_2020indd 13
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Performance Report

confidence

to chafienge | 1o take action | to innovate )
Whan DfT is at its best, we are confidant - confident in our ability
to challenge ourselves and others, 1o take action and to do things
differently where naaded

excellence

in cur professionallsm | in cur deflvery | in our kaming

Staff toedback was fuil of brilllant words and phrases about our wark, our
purpose, our impact and our reputation. This evoked a shared standarc
of axcellence when we do the things wa are here to daliver.

teamwork

we are inciusive | we collaborite | we support sach other

It s our people fat ultimately define the cutture and sucoass of DIT,
Many organisations talk about the vatue of teamwork, in DT we truly five
it in how we pull together to pet things done, whilst also recognising the
vital importance of being inClusive and mupporting each gther.

where we are now and where we wani to be in the future. DiT's
values could therefore only be created based on feedback and
input from our people.

To achieve these aims, our values need to be

embedded in everything we do. Our vakues were co-
ureated with our people and they reflact our activities.

16/09/2020 15:05



Pettormance Renott — Overview, How we rave peoiomed
Our governance

The Department’s gaovernance arrangements which ensure that our processes and procedures are
reflect best practice and the importance of giving robust. These are summarised in Figure 2, below.
Parliamen confidence that we use our resources The full Governance Staternent can be found in the

cost-effectively, and meet our strategic objectives. The Accountability Report, from page 92.
Department 1s subject 10 internal and external audits,

Figure 2; Overview of the Department’s governance structures

Parliament

Checks and chalienges the work of the Department through questioning ministers,
debating and committee work.

Checks and approves Departmental spending.

Secretary of State for Transport
Appointed by the Prime Minister.
Has overall responsibility for the Department and its delivery bodies.

Makes policy decisions based on advice from officials, presents and accounts for policy
publicly and in Parliament.

Permanent Secretary and Principal Accounting Officer
Permanent Secretary: is responsible for the effectiveness and efficiency of the

Department’s work to support ministerial polices and objectives, She is also responsible
for the Department’s leadership, management and staffing.

Principal Accounting Officer: is responsible for the propriety and regularity of the
Departmental up's expenditure.

DfTc’s Board

Advisory body that supports and challenges beth the Department’s minlsters and the
Principal Accounting Officer.

Provides strategic focus by advising on the operational implications and effectiveness of
policy proposals.

DfTc’'s Executive Team

Consists of the Permanent Secretary and directors general.

Suppaorts the Parmanent Secretary in the management of the Department's businass
in ling with ministerial prior

internal and External Audit

Reviews our processes and procedures to help us improve our risk management,
control and governance.

Internal Audit: provides independent assurance 1o the Permanent Secretary and
Departmental Board.

[
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Our vision

Performance Report

rlectmg
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Whaen DIT Ig at its best, we are confident - confident in our ability
1o chafienge ourselves and cthars, 1o take action and fo oo things
differently where naeded

S

Delivering for Today, excelience

H . in our professionalism | in our daltvery | in our learning
Ambitious for Tomorrow' Stafl feedbatk was fuil of briliant words and phrases about our work, o

purpage, our Impact and our reputation. This avoked & shared standard

our priorities necessarily evolve, but making of excallence when we do the things we are here to deliver.
connactions will always be at the core of | s s
what we do. teamwork

_ . we are inclusive | we collaborate | we support sach other
A vigion statement is the formal expression of an grganisation’s It ks our people that ultimately define the culture and sucoess of DIT.
overarching missian. Qur vision neads to simply and succinetly . Many organisatians tatk abotf the value of teamwork. In DT we truly live
exprass why we exist and what we are aiming for across aff it in how we pul logsther to get things done. whilst also recognising the
modes of transport. : vitad nporance of bging intlusive and aupporting each other.

Values are enduring, passionate and distinctive core beliefs, They  where we are now and where we wani to be in the future. DfT's
guide our conduct, activities and geals. They are about identifying values coukd therefore only be created based on feedback and
what every perscn in DT shares, both in terms of input from our people.

Our values are the standards and principles that o To achieve these aims, our values need 1o be
we share, representing what is most important to us and embedded in everything we do. Our values were co-
guiding us towards this vision. They reflect the best of created with our peaple and they reflect our activities.

o

what we are now and what we aspire to be in the future.
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Portormane Report — Overview How we havt peformed

Looking ahead: Our strategy

The recent General Election and new manifesto

commitments, as well as the effects of COMID-19 on
policy and delivery and the forthcoming Spending
Review, has led us to evdlve our objectives. We are
focused on connecting people and places through five
central objectives:

Improving transport for the user: Work with the
sector to builld confidence and enhance transport
users’ experience and make the network safe, reliable
and inclusive.

Decarbonising transport: Tackie climate change
and improve air quality by decarbonising transport.

Levelling-up the economy: Improve connectivity
acrass the United Kingdom and grow the economy
by enhancing the transport network.

tncreasing our global impact: Boost our influence
and maximise trade by having an outward-facing
approach and being a world leader in the futura of
transport.

An excellent Department: Be a well-run department
that focuses on delivery, drives value for money and
embiodies our vatues in all that we do.

1_Pedormance_Peport_2020 ingdd 14
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Figure 1: The Department’s strategic objectives

Strategic Objective 1:
Support the creation

of a stronger, cleaner,
more productive economy

Strategic Objective 2:
Heip to connect people
and places, balancing
investment across the
country

Strategic Objective 3:
Make journeys easier,
modern and reliable

Strategic Objective 4:
Make sure transport
is safe, secure and
sustainable

Strategic Objective 5:
Prepare the transport

system for technological
progress and prosperous
future outside the EU

Strategic Objective 6:
Promote a culture

of efficiency and
productivity in
everything we do

1_Performance_Report_2020.indd 15
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Deliver infrastructure projects across road, rail and aviation

Deliver the transport elements of the cross-government

Industrial Strategy

Performance Report

Support the UK's maritime and aviation sectors strategies

Work across the UK local, regional and devolved partners

to meet national and regional armbitions and maximise

public investments

Support the delivery of new digital technology to improve

journeys

Work to develop the transport network across the country
Work with MHCLG to support the creation of new housing

Put the citizen and the businass user at the heart of a reliable,

accessible and cost efficient transport network

improve the ticketing systems and information to enable

passengers 1o access the best fares more easily

invest in road and rail maintenance and renewals

Maintain the safety and security of the transport system

Ensure sustainability underpins future transport investment
including prometing new technologies to reduce emissions

To increase the number of cycling and walking jourmeys

Secure the best possible outcome for transport users and

businesses in Brexit negotiations

Position the UK as a giobal leader in future mobility

technology and services

Help establish a separate, distinct infernational trade policy

in preparatton for leaving the EU

Ensure culture of efficiency and delivery savings within DIT

and its public bodies

Ensure corporate functions to support DfT work are efficient,
effective and secure

Deliver the cyber security Infrastructure Efficiency Strategy

16/09/2020 15:06 }
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Pertormance Repud Overview How we have narformoed

Our governance

t+ The Department’s governance arrangements which ensure that our processes and procedures are
reflect best practice and the importance of giving robust. These are summarised in Figure 2, below.
Parliament confidence that we use our resources The full Governance Statement can be found in the

cost-effectively, and meet our strategic cbjectives. The Accountability Report, from page 92,
Department is subject 10 internal and external audits,

Figure 2: Overview of the Department’s governance structures

Parliament

Checks and challenges the work of the Department through guestioning ministers,
debating and committee work,

Checks and approves Departmental spending.

Secretary of State for Transport
Appointed by the Prime Minister.
Has overall responsibility for the Department and its delivery bodies.

Makes policy decisions based on advice from officials, presents and accounts for policy
publicty and in Parliament.

Permanent Secretary and Principal Accounting Officer

Permanent Secretary: is responsible for the effectiveness and efficiency of the
Department’s work to support ministerial polices and objectives. She is also responsible
for the Department’s leadership, management and staffing.

Principal Accounting Officer: is responsibie for the propriety and regularity of the

Advisory body that supports and challenges both the Department’s ministers and the
Principal Accounting Cfficer.

Provides strategic focus by advising on the operational implications and effectiveness of
policy proposals.

Supports the Permanent Secretary in the management of the Department's business
in line with ministerial priorities.

internat and External Audit

Reviews our processes and procedures to help us improve our risk management,
control and governance.

Internal Audit: provides independent assurance to the Permanent Secretary and
Departmentat Board.

External Audit: undertakes a statutory audit of DfT's consolidated Annual Report and Accounts.

1_Peromance_Report_2020indd 16 _#_
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Our risks

Risk management is an integral part of the
Department’s work, from how we manage our
programmes and our maney, to how we develop our
policies and work with the Departmental family. These
risks represent the Department's view of its overall risk
profile, taking into account the risk carried and managed
by our public bodies.

1_Performance_Report_2020.inad {7 -‘-

The Governance Staterment contains a full
report on our internal controls and risk management

Performance Report

appreach, and sets out the tog risk themes faced by the
Department in 2019-20. The report includés the actions

we are taking to mitigate these risks.

16/09/2020 1505
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Performance Report — Financial Overview

Performance Report

Financial
VErview

1_Performance_Report_2020.indd 19 Y 16/09/2020 15:05 | '




Parformarce Bgport — Financial Qverview

Financial overview from
the Director General for
Resources and Strategy

Total Managed Expenditure Total Managed Expenditure {TME) represents

the tetal funds availabie to the Department based on a

The Department's spending plans for 2019-20 series of different budget types as detalied in

were based on the fourth and final year of the Spending Figure 3 and these values correspond 1o the Statement

Review 2015. The Department's Main Estimate in of Parliamentary Supply from page 162.
June 2019 set out the plans for 2019-20 and the

Supplementary Estimate in March 2020 provided a

further update to those plans.

Figure 3: Total Managed Expenditure split by budget type (as defined in Annex A)

oe.

(o
of whech

£4.6on Network Rail
€3 2bn Highways Fngiandg

(of which
£2 Bpn Highways England
£6.40n Network Rail

£2.5bn Highways Cnaland . £2 gt HSZ
£0 4o Maritne & Resource DEL Capital DEL £1.80n grants 10 loca.
Coastauard Agency Quitturn: £11.4bn Qutturn: £14.2bn authorities

£0.4bn gramts 1o loca athottes £0 9bn loan to Crossrar

£0.30n H32 Budget: £11.6bn Budget: £14.7bn

Underspend: £0.2bn 1% Underspend: £0.5bn 3% Vanance: detferral
of some ralway
enhancement projects

Vanance: reduCed depreciabon
for Highways Engand assets

Ichange in caculation

rmethodologyt and changes N———
N some ralway project plans ) Outturn: £27.5bn
Budget: £29.4bn  Undarspend: £t.8on 7%
=
Resource AME Capitat AME
Outturn: £1.8bn L
RS &1 -
of which W Variance lower provsions than
£1 Bon Network Ral - ) estimated for HS2 land and
sloEn s ' praperty purchases

Varnance. ower than articipatec
MVEMSNTS N gervatives,

Source: Staternent of Parliamentary Supply, Total Qutturn 2018-20. Figures may not add up due to rounding
gifferences,

20
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Comparison between Budgets and
Outturn

Figure 3 and Table 1 summarise the
Department’s performance against the Voted budgets
authorised by Parliament for 2018-20. At the start of the

year we estimate our costs for each budget type and we

monitor against these throughout the year, The size and
complexity of our budget. along with econemic, social
and environmental changes means there will inevitably
be some variances for our Estimates. Explanations for
the underspends shown in Figure 3 and Table 1 can
be found on page 168. A number of the underspends
relate to movements in non-cash items, such as
depreciation, derivatives and provision movemeants,
rather than underspends ¢n cash spending. such

as gocds, services and infrastructure. The values
correspond to the Vioted figures within the Statement of
Parliamentary Supply.

Table 1. Outturn against Budgetary
Control Totals voted by Parliament

Budget | Cutturn Variance

Enanc.gs Dverview

Control total £m £m £m %
Resource DEL 11,672 11,426 146 1%
Of which: 306 295 17 4%
Administration

Capital DEL 14,694 14,242 452 3%
Resource AME 2,658 1,816 842 32%
Capital AME 501 10 491 98%
Net Cash 21,543 20,172 1,371 6%

Source: Statement of Parliamentary Supply, Voted
Estimate and Qutturn 2019-20.

Where we spent our money

The majority of our budget is used to invest
in, maintain and operate national and local transport
infrastructure. Spending on road and rail accounts for
arcund 82% of the Department’'s overall budget. This
split of budget to transport sector and/or use elsewhere
is shown in Figure 4.

Figure 4: Summary of Departmental spending by Estimate line

Network Rail
£12,628m

Passenger

High Speed Rail, inc. H52
£2.912m

H Ral
- AVl tina % L
T B Road
E
B Local Transport
M Fundmg ot Are s
Leputh Bodies !
st [ EEAICU M O
Hernagraen
Highways England
£5,713m
et b Sy

Local Authority Transport
£2,150m

Bus Suhsidies & Concesswonary Fares

Source: Statement of Parliamentary Supply. The diagram presents the aggregation of cutturn data in
Notes 1.1 (Resource spending) and 1.2 (Capital spending) by Estimate line, excluding Estimates lines that
generated more income then expenditure. The ‘Tolled Crossings’ Estimate Line is not shown in the

diagram as this generated £121m of net income.

1_Performance_Report_2020.indd 21

Performance Report

16/09/2020 1505




Performarce Report — Finangial Overvicw

Summary of the financial
statements

This section summarises what the Department
owns, owes, receives and spends, and how this has
changed since the previous year.

Assets

The Department owns £4820bn of assets as
at 31 March 2020, of which £332bn relates to the
Railway Network across Britain and £129bn relates to
the Strategic Road Network in England, which are the
responsiblility of Network Rail and Highways England
respectively.

As shown by Figure 5, the value of the
Department's asset base increased by £13bn batween
31 March 2019 and 31 March 2020°. This was driven
by £11bn of additions and £8bn of revaluation gains
to infrastructure assets, which were offset by £7on of
depreciation.

Additions to the railway network included
renewals and enhancements that will increase the
capacity of the network. Major schemes included
improvements on the Midiand Main Line between
London and Coerhy, Trans-Pennine improvements,
substantial compietion of the Great Western
Electrification programme and Thameslink. East Coast
Main Line improvements, and in Scotland improvements
relating to Inverness to Aberdeen and Edinburgh to
Glasgow lines. There was ¢.1,100 km of new and
replaced track as weli as renewals to signalling,
structures, electrification assets, buildings, stations. T,
drainage, and plant and equipment.

Additions to the strategic road network included
£2bn on capital enhancements (including investrment
in major projects, and delivering safety and congestion
relief schemes) and £1bn of renewal schemes. Renewal
schemes are usually small {less than £10m) and they
are usually completed within six to eighteen months.
The most significant addition during the period was the
continuing work on the M5 Oldbury waterproofing for
£53m.

The revaluations gains, which equate to 1.6%
of the infrastructure asset base at the start of the year,
arise from revaluations relating to the estirmated annual
increase of building a modern equivalent infrastructure
asset. The Department’s approach 1o revaluing these
assets and the sources of uncertainty are explained
in Notes 1.4.3 and 1.4.4. Given the high value and
often specialised nature of the assets, the Department
considers these estimates o be subject 1o a significant
ameunt of uncertainty as shown in Notes 5.1 and 5.2.

Most of the “other” reduction to the Rail Network
relates to the transfer of £0.5bn of infrastructure for the
Core Valleys line to the Welsh Government.

1 Loans increased by £1bn as a result of the
support package for the Crossrall project agreed in
December 2018, which comprised £1.3bn of loans to
the Greater London Authority (GLA) and £750m 1o be
made available to Transport for London (TfL). The GLA
utilised all of its ioan facility between February 2019 and
April 2020, whilst TiL has been drawing down loans
since April 2020.

Adoption of a new leasing accounting standard
{(IFRS 16)on 1 April 2018 led to £1bn of right-cof-use
assets being recognised for the first time on the balance
sheet. This is matched by £1bn of lease liabilities, as
noted below.

Further details can be found in Notes 5-9 and 11-18
to the Financial Statements,

Further details may also be found in the following
NAQ reports that consider assets consolidated in this
account:

» A progress report examining the stewardship of HS2,
January 2020¢

» A progress report on the A303 upgrade at
Stenehenge, May 2019¢

» A report evaluating Network Rail's sale of a major part
of its commercial real estate portfolio, May 2019*

» Acreport examining Lhe causes of the cost increases
and delays to Crossrall, May 2019°

1 The asset base includes' property. plant and equipment; intangible assets: nght of use {leasedt assets: wmvestment properties: imventory and

firanciai assets

oo W N
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Figure 5: The asset base grew during 2019-20

)

M ncrease Values in £ billions
H Decrease
§ Tota
Balance Revaluatons Addtons  Depreciation Other Revaluations  Additons Depreciation HS52 Rights. Loans Balance
on Addtions of Use {manty on
1 Apnl . . Assets Crossrall 31 March
P Rail Network Strategic Road Network ok

Liabilities

The Department has £49bn of liabilities as at 31

March 2020 (2019: £48bn}, of which the most notable
elements are:

» £25bn of debt is payable by Network Rail reflecting

third party borrowing entered into before the company
joined the departmental group, which is set to be paid
off gradually between now and 2052;

P4bn comprises net pension liabilities relating to
employees, which is £1kbn less than last year due to
changes in financial assumptions, in line with actuarial
ASSESSMENTS across government pension schemes:

F4bn of debt is payable to institutional investors
holdings bonds issued by the Department’s finance
companies (LCR Finance plc and CTRL Section 1
Finance pfc);

C4bn of tax liabilities are deferred, which increased by
£1bn due to a change in the corporation tax rate from
17% to 19%;

£2bn is provided for potential liakilities, of which £1bn
is earmarked for land and propeny purchases along
the H3Z route; and

& Figures may not add up due to rounding differences

» £1bnis due for the lease of assets which were
recognised on the balance sheet for the first time
in 2019-20 owing to the adoption of a new leasing
accounting standards (IFRS16) on 1 April 2019. As
noted above, this was matched by £1bn of right-
of-use assets which. when combined, leaves an
insignificant impact on net assets.

Further details can be found in Notes 14, 13-23 and
25 to the Financial Statements.

The Department also has £2bn of contingent
liabllities and £13bn of remote contingent liabilities,
compared to £2bn and £14bn last year, many of which
are designed to promote investment in transport assets
by offering guarantees and indemnities to the supply
chain in the event that the assets do not produce the

expected revenues. The value of the contingent liabilities

tends to decrease over time as many are based on the
remining vaiue of the assets, such as rolling stock and
depots. It also has a number of contingent liabilities that
cannot be guantified.

Further details can be found in Note 24 to the
Financial Statements and on page 175 of the section
on Parliamentary Accountability.

Income and Funding

The Department recognised £27bn of income
and funding in 2019-20, which is £3bn more than
2018-18. The Department received £20bn in Supply
funding from HM Treasury, alongside £7&n of income
from other sources, principally income from Train

Operating Companies (TOCs) (2018-19: £17bn and £6bn

respectively).t

16409/2020 15 05 ‘
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»

Funding from HM Treasury increased by £3bn
to finance increased spending in many areas including
passenger rall services, Highways England, HS32,
Crossrail, Sustainable Travel, the Transport Development
Fund and the repatriation of Thomas Cook customers.

The main reason for the £1bn increase in income
from other scurces was an increase 1o the Franchise
Track Access income collected by Network Rail from
TOCs. Network Rail collected mors Franchise Track
Access income in order to offset a slight planned
reduction in central government subsidy which is in line
with the rail regulater's determination of charges.

Other movements in income include £0.2bn paid
by insurance companies to the Department (specifically:
the Air Travel Trust Fund) to cover the cost of the
Thomas Cook collapse {shown in ‘Fees & charges to
external customers’) and a £0.2bn decrease in income
from TOCs which was caused by the implementation of
the Emergency Measures Agreements in March 2020 in
response to COVID-19,

Further details can be found in Note 4 to the
Financial Statements and in the NAQO’s investigation
into the Government’s response to the collapse of
Thomas Cook, March 2020.7

Expenditure

The Department recognised £23bn of
expenditure in 2019-20 compared to £2061 in the
previous year. Figure 6 shows the breakdown of
expenditure and year-on-year changes.

Depreciation continued to increase in proportion
with the increasing value of infrastructure assets.

Spending on goeds and services included
£0.3bn of payments to TOCs following the renewal
of some franchises and the COVID-19 Emergency
Measures Agresments in March 2020 (impacting the
‘Support for Passenger Services' expenditure line).

The increase in grant expenditure is mainly due
to the transfer of the Core Valleys rallway from Network
Rail to the Welsh Government as noted in the assets
section above.

Other costs increased by almost £1bn due to the
change in the corporation tax rate from 17% to 19%,
which also led to an Increase in deferred tax liabilities,
as noted in the fiabilities section above. Aimost all the
deferred tax arises from Network Rail.

Further details can be found in Notes 3 {expenditure)
and 22 (deferred tax) to the Financial Statements.

The value of non-cancellable contractual
commitments for the Department stood at £7bn on 31
March 2020 (2019: £10bn), which will be payabie over
a number of years. Cn 31 March 2019, the Department
estimated its commitments to TOCs to be around £3bn,
however, the necessity to instigate temporary support
measures across the rail sector in response to the
COVID-19 pancemic {through Emergency Measures
Agreements) and the uncertain short to medium term
operating and demand environment have led to a
malterial leve! of uncertainty in estimating future costs
and revenues. The Department paid approximately
£600m to £700m every four weeks to the TOCs
between March and July 2020. The full cost over the
EMA period will depend on the extent to when and how
restrictions on travel are lifted, changes in customer
behaviour and impacts on costs and revenues,

Figure 6: Categories of expenditure recognised in 2018-19 and 2019-20
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A £1bn decrease in lease commitments, which
are now recognised on the balance sheet following the
adoption of a new accounting standard for lease (IFRS
16), is offset by a £1bn increase in the amount that
Network Rail and Highways England are committing to
spend on building and enhancing infrastructure.

Further details can be found in Note 10 to the
Financial Statements.

Within the amounts reported, the Department
incurred £150m of Losses and Special Payments in
2019-20 (2018-19: £221m, 2017-18: £129m). Most of the
year-on-year variations since 2017-18 have been caused
by EU exit contingency planning. which cost £83m in
2018-19 and £27m in 2018-20. These figures comprise:

» £50m paid to ferry companes, when the departure
date was postponed from 31 March 2019 to
31 October 2019;

» £33m paid to Eurotunnel,

» £15m for lorry parking facilities in Kent;

» 211m paid to ferry companies, when the departure
date was postponed from 31 October 2019 to 31
January 2020; and

» £1m to stand down public information activities that
would have been required had the UK ieft the EU
without a deal.

The Department incurred two significant types
of loss in 2019-20: £37m on the Dartford Thurrock
River Crossing Charging Scheme and £41m on the
Intercity Express Programme (2018-19; £48m and £53m
respectively). The Department alsc paid £13m to settle
241 industrial disease and injury claims from former
British Rait employees {2018-19: £13m to settle 315
claims).

HMRC charged HS2 Ltd £12m for late paymeant
of VAT, As this represents an internal transfer within
Government, it does not change the net cost o the UK
taxpayer of delivering HS2.

Further details can be found on page 176 of the
section of the Parliamentary Accountability Report
and in the NAO’s memorandum examining the
Department’s settlement with Eurotunnel (May 2019)3
and its report considering the wark undertaken at
the border to prepare for a no-deal EU exit (October
2019).°
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Long term expenditure trends

Figure 7 shows that the Department’s net
spending {inc. capital expenditure but exc. depreciation)
has increased by £9bn or 77% hetween 2010-11
and 2018-20 and that capital investment in transport
infrastructure has driven almost all of that increase;
rising from £6bn to £14bn. The impact of COVID-19
on the Department’s spending plans for the current
2020-21 financial year has been significant. The
Department obtained £3bn of funding via the Main
Estimates {included in Figure 7) and the Department
expects significant adjustments to the Department’s
budget during the Supplementary Estimates to fund the
measures listed in Note 32 to the Financial Statements.

Performance Report

Capital investment

The Department’s racent capital investment
included the Network Rail enhancements programme.,
the construction of HS2, and the continued delivery
of the Roads Investment Strategy (RIS) by Highways
England. It also includes a number of capital projects
for various trangport modes across the country. The
capital investment enables the Department to improve
transport for users. level-ug opportunities across the
country and decarbonise transport. Figure 8 shows
how this iIncrease is split between three main areas of
capital spenading: Network Rail, Highways England and
HS2.

» On 1 April 2019 Network Rail began its latest 5-year
planning cycle (known as Contrel Period 6 or CPg)
with a commitment to spend £48bn on the rail
network {of which £35bn will be grant funded). The
scope of this funding covers operation, maintenance,
renawal and enhancement of the existing rail network,

» Further details can be found here:

- oL

» On 1 April 2020 Highways England began its latest
5-year Road Investment Strategy (known as RIS2)
with 2 commitment to spend £27bn on the strategic
road network. The scope of this funding covers
operation, maintenance, renewal and enhancement of
the strategic road network.

» Further details can be found here:
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Figure 7: Tota! net expenditure {exc. depreciation) is shown split between capital and

resource net expenditure
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Sources: 2010-2020 actual cutturn— Departmental Financial Statements, 2020-21 plans — Main Estimate. The
Mair Estimates does not cover the full cost of the Department’s response to COVID-19. Further funding will be
sought in the Supplementary Estimates to cover the measures listed in Note 32 to the Financial Statements, The

Comprehensive Spending Review 2020 will set the resource budget for 2021-22 to 2023-24 and capital budgets for

2021-22 until 2024-25.

Figure 8: Key areas of capital investment
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Sources: 2010-2020 actual cutturn- Departmental Financial Statements, 2020-21 plans — Main Estimate.
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» Spending up to and including 2019-20, as shown in
Figure 8, relates to preparation for the Phase 1 route
between London and the Wast Midlands. The start
of constructicn in April 2020 causes the increase in
2020-21 shown in Figure 7.

L1

The Budget will increase following Parliamentary
scrutiny of the Hybrid Bills, which will permit Phases

2A (West Midlands to Crews) and 2B {{o Manchester,

Leeds and beyond) to go ahead. The High Speed
Rall (West Midlands — Crewe) Bill for Phase 2A is
proceeding through the House of Lords currently.

The impact of COVID-19 on 2020-21
spending plans

Figure 5 shows a rapid increase in spending in

2020-21 which is partly due to the COVID-19 pandemic.

2020-21 planned spending is based on the Main
Estimate that the Department prepared in Aprit 2020
and Parliament approved in July 2020™. As outlined in

the Department’'s Memorandum o the Transport Select

Committeg'":

» Resource DEL is increasing primarily due to the

emergency measures to support Rail Franchises due

to the challenges of the COVID-18 pandemic (which
was estimated at £2.9bn but will increase In the
Supplementary Estimates); and

» Capital DEL is increasing due to the expected
ramping up of delivery for HS2 (£2bn), £1bn more
for Highways England reflecting the stant of Road
Investment Strategy 2 (RIS2} and £1tn for local
authority roads.

Since the Main Estimate was prepared,
the impact of the COVID-19 pandemic on the rest
of the transport sector has become clearer. The
Supplementary Estimates, which will be prepared in
late 2020, should increase the Department's budget
significantly to fund public transport COVID-19
related pressures. This includes Ermergency Measure
Agreements and their replacements in Rail, grant
support to Transport for London, suppert for bus and
light rait operators, and cycling and walking measures.

10
11
12
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Spending Reviews

Spending Review 2015 (SR15) was the budget
settlernent agreed in 2015 with HM Treasury up to and
including 2019-20. Additional funding was secured
during subsequent fiscal events that provided funding
for road related projects, low-emission vehicles, clean
air, digital rail signalling, and smart ticketing. The

primary objactives of the increased funding are to tackle

congestion, reduce our emissions footprint, improve
air quality and help keep the UK at the forefront of new
transport technology to secure highly skilled and well-
paid jobs.

In September 2019 the Chancelior announced
the outcome of Spending Round 2019 which set
departmental spending plans for 2020-21.¢

in July 2020 the Chancellor launched the
Comprehensive Spending Review 2020. The Review,
which will be published in the autumn, will set out the
government's spending plans for the parliament.

Statistical reclassifications

The Cffice for National Statistics (ONS) made
a number of decisicns that impact the Department’s
2019-20 financial statements:

» In 2019, the Department established Train Fieet
(2019) Ltd to purchase and operate a fieet of trains
under historic contractual arrangements. The
ONS designated Train Fleet as centrai government
and therefore Train Fleet is consolidated into the
Department's 2019-20 accounts.

» In March 2020, the Secretary of State took the
Northern Rail franchise into public ownership and
established Northern Trains Ltd {NTL) to operate
these rail services. The ONS classified NTL as a
public corporation, therefore NTL is recorded an
investment of the Department in these 2018-20
financial statements.

16/09/2020 1505
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» As described in Note 28 to the Financial Statements.
in summer 2020 the ONS roviewed the statistical
classification of the 12 Train Operating Companies
who hold franchise agreements with the department
and reclassified them from private sector to
public corporation status from 1 April 2020 under
the Emergency Measures Agreements. While
public corporations are outsicle the departmental
group boundary, this classification formalises the
department’s contral for accounting purposes cver
these entities and designates them as public sector
entities under the EMAs. The TOCs are therefore
included as non-consolidated controlied entities in the
dapartmental accounts under the EMAs {see Note
28}. Noting the temporary nature of the emergency
contractual arrangements for Train Operating
Companies during the COVID-19 pandemic, the
Department expects that the ONS may review the
statistical classification of TOCs again in due course.

The ONS has also made decisions that impact
the Department's financial statements in the future:

» In 2019, ONS reclassified DVSA from a public
corparation (trading fund) to a central government
body. DVSA will be consolidated in these
departmental accounts from 2021-22, once DVSAS
trading fund status has been formally revoked in
legislation.

» In 2020, ONS reclassified DFT OLR Holdings
Ltd (DOHL} from central government to public
corporation. DCHL is the parent company for
LNER and Northern Traing Ltd. Accordingly,
DOHL will be deconsolidated from the
departmental accounts in 2020-21.

Nick Joyce
Director General,
Resources and Strategy

160972020 15086 | l
|

1_Performance_Report_2020.indd 28




rview

-
&
o}
=3
jib}

T
(o]
(o]
o
)
£
£
=]

e
el
@

a

1_Performance_Report_2020.indd 29




Performance Report — Parformance Analysis

.

K Ling

V. BN

1_Perdermance_Report_202D.indd 30 168/09/2020 15:05




Performance Report — Performance Analysis

Performance Report

Performance
Analysis

This section sets out in more
detail how the Department
is performing, and reports
progress against each of
the SDP strategic objectives
and supporting sub
objectives, and the SDP’s
indicators as at the end of
March 2020 and COVID-19
until 30 June 2020.
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Performance Report

in keeping with HM Treasury guidance, the
performance report tracks progress against the
obiectives set out in the SDP for DT, The SDP was
published in June 2019, and sets out the Department’s
strategic objectives to 31 March 2020 and its plans for
achieving them. The overall mission was {o continue
working to create a safe, secure, efficient and reliable
transport aystem that works for the people who depend
on it; supporting a strong, productive economy and the
1obs and homes people need.

The Department has had a full, and ambitious
programme of delivery designed to support these
objectives. A guiding principle at the core of that
programme was to put the needs of the road, rail and
air trangport users at the heart of policy development,
decision-maxing andg delivery. The Department will
achieve this working collaboratively with the public
bodies, including Highways England and Network Rail.
with a focus on efficiency and productivity and through
an increasingly diverse and inclusive workforce.

1_Perlormance_Report_2020.indd 32

Much has happened since the pubilication of
the SDPF, not least a new Prime Minister and a general
election. This report focuses on the SDP for 2012-20
and reporting on COVID-19: significant areas of activity
not covered by the SDP have also been reported.

During March 2020. following the increase
in giobal infections of COVID-19, the government
announced a lockdown of the United Kingdom to
contain and delay the spread of the virus. Given the
significance of these events, this report will open with
a report on the activity of the Department in response
to the COVID-19, covering activity from March 2020
until the end of June 2020, the first first full quarter of
management report. This report will then set out the
Department’s activity in 2019-20, grouped by SOP
indicator. Aside from this COVID-13 section, reparting
on cther areas of work undertaken in 2020-2021 will be
covered in the Annual Report and Account next year.,

. ’.
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Responding to COVID-19

Initial response phase

In late January 2020, the Department began to
work with Whitehall colleagues to monitor the spread of
a new infectious disease criginating in Wuhan, China.
As the situation evolved rapidly, the Depariment’s
Transport Security Operations Centre co-crdinated the
Department’s response, focussing on the repatriation
of British nationals from overseas; supporting industry
partners engage with port health measures, andg
ramping up the Department's modal and departmental
pandemic contingency planning.

As COVID-19 spread across the world, the
Department’s officials were embedded into Foreign and
Commonwealth Office (FCO) and Department of Health
and Social Care (DHSC), to ensure that the transport
position was at the heart of cross-Whitehall decisions.
The repatriation of British nationals from the Diamond
Princess cruise ship in February 2020 and from Wuhan
province in China were the first of many repatriation
exercises. The Department was also able to work with
DHSC and Public Health England {PHF) to produce
guidance for the transport sector and the traveling
puBlic on staying safe.

Alongside the response effort, 2 team began
to prepare the Department for the likely effects of a
pandemic spreading across Europe and the UK and
began to engage with key operators to ensure plans
ware in place for the disruptive impact of a pandemic.

Department Operations Centre

Following the spread of COVID-19 in the UK,
and the implementaticn of public health measures In
mid-March 2020, the Department formally stood up its
Departmental Operations Centre (DOC) to co-ordinate
its response to COVID-19. Alongside the Operations
Cell, focusing on operational management of DOC,
information management and produgction of the daily
Situation Reports (SitReps;) =, there was an enhanced
Policy Hub, responsible for co-ordinating the policy
response acress all transport modes and preparing
ministers and seniar officials for cross-government
meetings to manage the whole of government
response, along with a transport support unit.

DOC operated from 0700 to 2200 daily for
two months, seven days a week and in that time
produced 90 SitReps. and significant volumes of
ministerial briefing. Over 200 individuals from across the
Cepartment worked shifts in DOC, following a significant
reprioritisation effort acrass all work areas.

As the focus moved from an immediate response
to economic restart and recovery, the Policy Hub
focused on co-ordinating the ongoing efforts working
closely with teams across the Department.

The focus throughout the response has been
on delivering three key priorities: keeping the transport
system moving: supporting the repatriation of British
rationals; and supporting companies and organisations
in distress.

13 StReps provides Up to date daily inteligence and data on how the transport systern 1s operation. as well as montaring reports frorm tradiional

and social media.
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Keeping the transport system moving

Since March the Department has ensured that
services have continued for essential travel, such as for
critical workers so that they can trave! to and from work,
In the early phase of the response the Department
worked with its partners to put in place arrangements to
ensure that rail, bus and other local transport services
were sustained at appropriate levels. Drivers’ hours
rules were relaxed so that supermarkets could complete
more home deliveries, and temporary changes were
made to the Certificate of Professional Competence
(CPC) reguirements ¢ maintain driver capacity 1o kesp
goods moving throughout the country. Additional freight
movements were put in place to support the flow of
goads by taking advantage of reduced rail timetables.
Funding worth almast £400 million was committed to
protect bus services and light rail services to maintain
capacity for essential journeys including for key workers.

The repatriation of British nationals

The Degartment worked closely with FCO
and the trave! sector to ensure that British nationals
could return to the UK. The government repatriated
over 38,000 British nationals on over 180 flights,
and supported the repaltriation of over 18,000 British
nationals from cruise ships. The Department alse
worked with FCO to support a partnership with
airlines to fly home stranded British travellers, which
allowed passengers to change tickets at little to no cost.
including between operators, where commercial fights
could operate. Where cormmercial flights were not an
option, the Department spent £75 miflion to charter
special fights to repatriate British nationals.

Supporting companies and other
organisations in distress

The government workad with key transport
operators, such as airlines and alrports. ferry companies
and seaports, and rail. bus and coach cormpanies,
to ensure that firms providing vital services remained
operational during the pandemic. The Department took
a number of measures {0 support the transport sector
ncluding extending time to pay, providing financial support
for employees, and encouraging the use of the Bank of
Englana’'s COVID Corporate Financing Facility (CCFF).
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Nermal rail franchise agreements were
suspended, fransferring all revenué and cost risk to the
government for an initial six months {more information
can be found on page 285). The Department is in
discussion with TOCs and their Owning Groups about
the arrangement that will apply when the initial six-
month period ends. The Department worked with the
aviation sector to consider the situation of individua!
firms that needed financial support when all other
government schemes had been explored. and all
commercial aptions exhausted, inciuding raising capital
from existing investors. The Department designed and
paid out new grants of emergency funding to support
bus and light rall operators maintain vita! services. This
emergency funding ensured services continued by
making up for the substantial fall in revenue experienced
by these operators over the lockdown penod. Page 295
lists the funding measures supporting critical transport
Services.

The Department also ook careful steps to help
the nation to restart and recover, to reduce the pressure
on the public trangport system, and influence long term
active travet changes. In June 2020, the Department
formally created a COVID-19 Directorate 10 manage the
safe restart of the transport system, and o assist with
capacity management on public transport while social
distancing was in effect, and 1o try and lock in long term
health and enviranmental benefits.

Safe and green restart

The Department produced detailed guidance on
how 1o travel safely during the COVID-19, and from 15
June 2020 made it mandatery for all pecple travelling
on public transport to wear a face covering, unless they
have a medical exempticn or are under the age of 11,
Guigance was also circulated 1o local authorities on
reallecating road space to achieve a more appropriate
pbalance.

A longer-term cycling and walking nrogramme
totaling more than £2 billion was announced, as was
a £225 million emergency active fravel fund tc help
councils build the infrastructure o support active
travellers, inciuding pop-up bike ianes, widened
pavements, and cycle and bus-only corridors. E-scodcter
trials were increased, 1o opén new ways to travel, as
well as easing the burden on the transport network. A
further £25 million was announced {0 help people get
thelr bikes repaired 10 halp them return to cycling. At
30 railway stations across England, £2.5 million was
allocated 1o 1,180 cycle parking spaces to encourage
people to include cycling as part of a longer journey
ance travel restrictions are relaxed.

Leaders from aviation. environmental groups
and government were brought together 1o form a Jet
Zero Councll, charged with making net zero emissions
possible for future fiights.

IS S S TN I S A B BE DA s
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Support the creation
of a stronger, cleaner,
more productive economy

Transport is essential to the United Kingdoms'
economy, connecting peaple and goods to businesses,
jobs and commerce. The Department plays a key role
in the delivery of many of the government's priorities
inciuding levelling-up the economy and is responsible
for one of the largest capital budgets in government,
and an extensive portfolio of nationally significant
infrastructure projects. The sector is in a pericd of rapid
innovation involving new technologies and business
models, which are both bringing about and coinciding
with significant changes in behaviour.

The UK has a mature transport network, offering
generatly good connections between our towns, cities,
and our gateways to the rest of the world. However,
COVID-19 has had a disproportionate impact on communities
across the country, with some less well-connected
places at risk of being hit hardest by health and econcmic
impacts of COVID-19.

Deliver infrastructure
projects across road, rail
and aviation

The second Road Investment Strategy (RIS2)

In March 2020 the government announced the
second Road Investment Strategy (RIS2), committing
£27.4 billion of investment in England’s strategic rcad
network between 2020 and 2025. The funding will
provide for the operation. maintenance, renawal and
enhancement of the network and, in particular:

» A programme of proactive maintenance that fixes
ageing rocads before they fall inte disrepair, and
ensures that the network is brought to @ more
modern, high-performing standard. This includes
fixing bridges, renewiny safety barriers and starting
the retirement of old-style concrete road.

» Completing the work of the first RIS, finishing 48
important upgrades such as upgrading the A428
Biack Cat interchange and dualling more of the Al in
Northumbzerland.

» Ring-fenced funding for specific priority issues: the
environment and welibeing; users and communities;
innovation and modernisation; and safety and
congestion.

» A number of new enhancement schemes where
adding capacity is the best way to address problems
of congestion and a lack of resilience in the network.
These include dualling the ABB. connecting the two
dual carrfageway sections of the A417 near Birdfip
Gloucestershire and upgrading the A46 around
Newark.

Highways England is making progress on three
major projects along the A303/A358 corndor; the A303
Amesbury to Berwick Down (Stonehenge), the A358
Taunton to Southfields and the A303 Sparkford to
lichester dualling scheme. The Stonehenge scheme
completed its six-month public examination, assessing
the environmentai, cultural, haritage, and community
impacts.

e
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A14 Cambridge to Huntingdon improvement scheme

The Al4 is one of the most significant schemes
in Highways England portfolio. With an investment of
£1.5 hilion the scherme will upgrade a 21-mile saction
of the Al4 trunk road and widen part of the A1. Thig
scheme will provide a real transformation for customers,
involving a new bypass and widening and installing
naw link and access roads to turn this route into a
safer, more comfortable and less congested journey for
motonists, in Decernbier 2019, a 12-mile bypass south of
Huntingdon opened to traffic, a year ahead of schedule
and the main scheme opened on 5 May 2020.

Other work which has progressed includes
publishing an 18 -point package of measures to improve
safety and public confidence on smart motorways. The
package includes abolishing confusing ‘dynamic hard
shoulder’ motorways and substantially speeding up the
deployment of ‘stopped vehicie detection' - a radar-
hagsed system which spots stationary vehicles — s¢ that
it is installed across the entire smart motorway network
within 38 months.

A new pedestrian and cyciist bridge which will
shape the future of Hull and connect key sites in the city
is now in place over the AB3. The bridge is the first part
of the £355 million A63 Castle Street road improvement
scheme, which will help ink the city’'s marina with the
southern end of Princes Quay Dock. A £78 million
upgrade of junction 10 cf the M6 to remove bottlenecks
and improve safety was started in January 2020.

Highways England is developing a long-term
solution to handie traffic disruption on the M20 in Kent and
from December 2020. a concrete barrier that can be set up
within hours will be available to keep Kent's roads moving.

A66 Northern TransPennine

! A key national and regicnal strategic routs,
the Department s investing over £1 billion te dual
the remaining single carriageway sections of the AGE
between the M8 and A1M) in the North of England.
Due to its location stretching across the Pennines,
developing the ABE will boost regional and national
connectivity, Improving tourism and freight journeys.
The new scheme will reduce barriers between local
communities and provide betfer inks to employment
centres. Safety and reliability issues will also be tackled
through the creation of a more seamless route.
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Network Rail has continued to detiver operations,
maintenance, and challenging enhancements across
the rail network during 2019-20. Projects have included:

Midland Main Line

Work has continued on Key Output 1 of
the Midland Main Line upgrade, which includes
electrification to Kettering and Corby, station, track and
capacity works along the route (London to Nottingham
and Sheffieid), and a new sixth path into London. This
will enable increased capacity and improved long-
distance journey times. The impact of restrictions
wntroduced as a result of COVID-19 has caused the
realisation cf these benefits, originally scheduled for the
December 2020 timetable change, 1o be delayed to the
May 2021 timetable change.

East Coast Main Line (ECML)

Waork on the Fast Coast Main Line Enhancements
Programme progressed to plan through the majority
of the year but the introduction of COVID-19 social
distancing measures in March 2020 has delayed the
King's Cross Remadelling, Werrington Grade Separation
and Stevenage Turnback projects. A critical power
supply upgrade near Doncaster came into use in
October 2019, enabling London North Eastern Railway
(LNER) to withdraw all their diesel-only rolling stock from
service. In addition, the compistion of infrastructure
works at Harrcgate Station aliowed LNER to introduce
five extra services per day between London and
Harrogate in December 2019,

The North of England {NoE)

NoFE has made progress with 15 schemes
with various stages of development and up 10
completion over the past financial year. The Narth-West
Electrification Programme enabled electric trains to
provide passengers with more seats on the upgraded
Manchester ¢ Blackpool route from May 2018, The
completion of upgrade works at Liverpool Lime Street
station has also enabled more and longer trains to run
following the May 2019 timetable change, while Wigan
Springs Branch Depot opened in December 2020,

A Cross-Industry Manchester Recovery Task
Force was formed in January Y020 o consider options
to improve the performance and capacity of the raitway
and services through Greater Manchester, including a
range of potential timetable and infrastructure changes.
Capacity and performance options atse continue to be
assessed mn Leeds.

Sheffield to Rotherham Tram Train Pilot

In April 2019, Transport Focus reperted that the
service had achieved 100% passenger satisfaction for
overall experience and journey time; with 92% satisfied
with its value for money.
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The TransPennine Route Upgrade (TRU)

TRU is a multi-billion-pound investment
programme 10 upgrade the railway between
Manchester, Leeds and York. It will deliver increased
capacity. reduced journey times and greater service
reliability for passengers and is the biggest planned
investment on the existing railway in the next five years.
Network Rail has continued to develop the scheme
ahead of the next investment decision, expected in
2020.

Chase Line

A full electric service was introduced on this ling
between Rugeley Trent Valley and Birmingham New
Street. This marks the successful conclusion cf the
electrification and platform lengthening programme on
the line with enhanced service frequencies and lenger
trains.

Midlands Rail Hub

Midlands Rall Hub is major scheme aimed at
improving links between the kay cities in the region,
allowing people to access HS2 and creating additional
rail capacity In Central Birmingham. The Department.
Network Rall and Midlands Gonnect are working
together to develop the proposal.

Elsewhere in the region the Department is
working ciosely with West Midlands Rail Executive
on their proposals for new stations on the Camp Hill
Ling, Willenhall and Darlaston, and the redevelopment
of Unversity Station, which delivers benefits across
the East and Waest Midlands {including Nottingham,
Leicester, Derby and Birminghami.

East West Rail

The Central Secticn (Cambridge-Bedford) was
designated & Nationally Significant Infrastructure project
in 2019 and the preferred route was announced in
January 2020. The Western Section (Bicester-Bedford)
Transport and Works Act Order was published in
February 2020,

Great Western

Both the route infrastructure and rolling stock
have been modernised to increase capacity and
provide greener, faster and more reliable journeys, while
also improving connections across South and South-
Western England and South Wales.

As a response to the severe weather in 2014
construction commenced in June 2019 on enhancing
the sea wall at Dawlish, with the first stage completed
and open to the public in July 2020 and a second phase
starting later in 2020 expected to be complete in 2022.

1_Perlormance_Report_2020.indd 37 §

Electrification of the Great Western Main Line
to Cardiff

The final sections of electrification are now
operational, thereby enabling electric services 1o
operate between Paddington and Cardiff, The Great
Western Railway December 2019 timetable change
enabled substantial improvements in South Wales to
London journey times, with new Intercity Express Trains
being able 1o run at much faster speeds. Additionally,
this has provided a 30% increase in high speed GWR
services, and 10,000 more seats in the mormning peak
into Paddingten compared to 2015.

Wessex route

Recpening platforms 20-24 of the former
Waterioo International Terminal and extending platforms
acress the network to allow longer 10-car trains to run.

West Anglia Main Line

The West Anglia Main Line capacity
enhancement was delivered in May 2018, This included
the creation of a third track between Lea Bridge and
Meridian Water. a brand-new station at Meridian
Water and major upgrades ncluding step free access
and additional platforms at Tottenham Hale and
Northumberland Park stations. The enhancemeants have
allowed for an additicnal 2 traing per hour to operate in
the peak.

Gatwick Airport Station

A £150 million upgrade started in May 2020
and is currentty under construction, It is on course 1o
be completed in 2023. although improverments will
be brought on stream sooner as they are completed.
The scheme is intended to remodel the airport railway
station to provide more capacity for pedestrians.

Cambridge - Kings Lynn line

There has been enhancement of three platforms
with extensions at Littleport, Waterbeach and King's
Lynn. The construction of new sidings at King's Lynn
will aliow crowded four car trains to be doubled 1o eight
cars on the full routs, removing the need to split the train
for services beyond Cambridge. Operation of the eight
car services are expected to start from December 2020,
relieving capacity constraints between Cambridge and
King's Lynn.

In August 2019 the Chairman of H32 Ltd
published his Stocktake identifying significant coast and
schedule challenges. in August 2019 the government
commissioned Douglas Cakervee to undertake a review
of whether and how the scheme should continue.
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This reported alongside an NAO update on progress
including the Depariment’s updated estimates of the
budget and schedule ranges. After careful consideration
of the review's conclusions, the Prime Minister
confirmed government's support for HS2 in his speech
to Parliament on 11 February 2020. This included the
delivery of Phases One (West Midlands to London and
Za (West Midiands 1o Crewe) of the scheme. In addition,
the Prime Minister also announced that an integrated
plan for rail (the integrated Rail Plan) in the North and
Miglands would be developed to assess how Narlher
Powerhouse Rall and HS2 Phase 2b (between Crewe
and the North on the western feg and West Midlands
and the North on the eastern leg) can be delivered
better and more effectively, recognising that better East-
West connections are a pricrity for iocal feaders.

On 15 April 2020, the HS2 Phase One business
case was approved by the government, confirming
that this part of the scheme would proceed with a
signfficantly increased budget for Phase 1 and delayed
entry into service data. Alangside this approval,

HS2 Lid Issued Natice to Procead to its main works
civil cantractors, giving the formal 'green-tight’ for
construction along the Phase One route 1o begin.

As a pre-condition of the decision to proceea.
several measures were identified to improve the control
and oversight of the project. This included new and
enhanced governance arrangements; appeinting a full-
time minister with specific oversight and accountability
for H32 and Northern Powerhouse Rall; and setting
up a new Ministerial Task Force o provide strategic
oversight, suppert and challenge Phases 1 and 2a o
the delivery of Phase 1 and 2a o time and budget,

Since April progress has continued to be
made on the H32 project. This hag included hybrid
bill development for the Phase 2b Western leg route
into Manchester (in line with the Oakervee Review
congclusion that Phase 2b would be better legislated in
maore than one Bill); achieving local planning approval for
stations at Oid Oak common and Birmingham Curzon
Street; and further acquisitions of land and property
across the three phases of the programme.

- Crossrail Stage 5A (services between Paddington
and Reading} launched successfully on 15 December
2019 in addition to the services already in operation
between Liverpool Street and Shenfield operating as TiL
Rail. While reduced-length trains {(seven cars) were used
initially and were swapped for the full-length nine car
traing in March 2020, due to safsty issues these were
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removed from service, and the reduced-length units
temporarily reintroduced.

© On 21 August Crossralt Ltd (CRL) and Til
announced that the opening of the central section will
not occur during the summer 2021 window previously
announced on 10 January 2020. The CRL Board's latest
assessment, based on the best available programme
information at the August Board meeting, is that the
ceniral section between Paddington and Abbey Wood
will be ready to open in the first half of 2022. The latest
cost estimate presented to the Board shows that the
cost to complete the Crossrall project couid be up
to £1.1billion above the Financing Package agreed in
December 2018 2450 million more than the upper end
of the range announced in November 2019). Work Is
ongoing to finaiise the cost estimates.

COVID-19 has further exacerbated the schadule
pressures due to a pause of physical activity on sites
during lockdown ta keep the warktorce safe and
significant constraints on ongoing work and productivity
due to the reduced numbers that can work an site
to meet strict social distancing requirements. To help
recover some of the lost time. Crossrall is undertaking
a period of intensive construction activity {referred to as
the blockade} during August ang September to complete
the remaining construction works in the routeway for Trial
Bunning. The construction blockade is progressing well
and achieving targeted levels of proguctivity,

On 3 September 2020, the Intercity Express
Programme (EP) accepted the last train on the East
Coast Main Line. This major milestone marks the
delivery of 122 new trains, 65 on the East Coast Main
Ling and 57 on the Graat Western Main Line {fleet fully
operational since 2018).

P With the full fleet delivered, |ERP contract will
transition 10 an operational phase for the next 20+
years and will continue to deliver the passenger benefits
from associated upgrades including more capacity,
improved reliability, reduced journey times and better
environmental performance from Lendon to other major
terminals in the UK offering through-trains from non-
clectrified lines without the need to change or attach a
locometive.

The decision to designate the Airports National
Policy Statement {ANPS) in 2018 — which set out the
needs case for a new runway at Heathrow Airport - was
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subject to judicial review by both the High Court and
the Court of Appeal. The Court of Appeal judgment

on 27 February found that the Secretary of State

had acted unlawfully in failing to consider the Paris
Agreement on climate change. the effect of non-CO2
aviation emissions, and post-2050 emissions. The Court
ordered that the ANPS had no iegal effect unless and
untit the government undertook a raview of it under

the Planning Act 2008. The government did not seek
permission to appeal the judgment.

Deliver on transport elements
of the cross government
Industrial Strategy

And

And

The Future of Mobility: Urban Strategy, published
in March 2019, underpins the government’s approach to
facilitating and shaping innavation in urban mobility for
freight, passengers and services.

The Department continues to support the
development of new types of vehicle through the Centre
for Connected and Autonomous Vehicles (CCAV). which
has invested over 200 million since 2015, match-
funded by industry. to accelerate the safe development,
testing and deployment of connected and automated
vehicle technologies in the UK. The government has
also launched a £125 million government investment
in the Industrial Strategy Ghallenge Fund Future Flight
Chailenge, which will be matched by a £175 million
investment from industry.

©  The Department is alsc considering new types
of vehicle through its reviews of the reguiation of
innovative transport technologies and business models.
Between October 2019 and February 2020, the Law
Commission for England and Wales and the Scottish
Law Commission ran a second consultation as part
of their review 1o prepare driving laws for self-driving
vehicles. The Law Gommission published its analysis of
responses in May 2020. A third consultation is planned

towards the end of 2020, The government is consulting
on bringing forward the end to the sale of new petrol
and diesel vehicles to 2035, or earlier if a faster
transition appears feasible. This consultation closed
on 31 July. The Future of Transport Regulatory Review
is asking fundamental questions about how transport
is regulated. A further call for evidence on regulatory
considerations for micromaobility, flexible bus services
and Mobility as a Service (MaaS) ran from 16 March 10
3 July 2020. Responses are being analysed and next
steps will be published in autumn 2020.

In addition, the government has also launched
trials of rental e-scooters hosted by {ocal authorities.
These trials are designed to help understand whather
e-scooters reduce mator traffic, as well as their impacts
on safety for their users and others.

Data is key to the delivery of new services and
to enhancing consumer benefit. To help address
the benefits of data access and sharing and foster
innovation, the Department is developing a Transport
Data Strategy. For consumers, a significant benefit of
data sharing is toc make journey pianning easier. The
launch of the bus cpen data platform in January 2020,
for examgple. will facilitate the development of new
passenger-focused apps.

The Future Transpoert Zones (FTZs) provide an
opportunity to test these new approaches in real-world
settings. The Department is investing £90 million in
four areas for globally significant demonstrators of
new digitaily enabled mobility services. modes and
business models. West Midlands Comined Authority
is the pathfinder FTZ. The first stage of applications
for funding took place between March and May 2019,
Second stage applications closed on 30 September
2019. Winning bids were announsed ¢n 16 March. These
are West of England Combined Authority, Portsmouth
and Southampton, and Derby and Nottingham. These
areas. with West Midlands, are the four FTZs.

The Transport Infrastructure Skills Strategy,
published in 2016, set clear recommendations to
address skills gaps across both infrastructure and
transport bodies. These included stretching ambitions
to create 30,000 apprenticeships in road and raif
bodies. Employers are also being challenged to improve
the diversity of the sector, notably to work towards
20% of engineering and technical apprenticeshios to
be filled by women, and far a 20% increase in BAME
representation.

- The Strategic Transport Apprenticeship Taskforce
(STAT) was set up to enable leading employers to
meet these ambitions; it reports annually on progress.
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Collaboratioh across the sector has enabled employers
to develop intelligence about skills needs and gaps,
share haest practice and drive innovative solutions

to shared challenges, In July 2019 the ‘Transpart
infrastructure Skills Strategy. Three Years of Progress’
was published. Since STAT began its work:

» 8,200 apprenticeships have been created in road and
rail bodies and their supply chain as a direct resuft of
oublic sector procurament.

» Irncrease in commitments to thousands more
apprenticeships from leading transport employers ~
notably doubling the numiber of apprentices at
Heathrow to 10,000, linked to expansion of the airport.

» BAMFE representation now stands at almost 22% aof
apprentice intake, from a starting point of 14%.

» The proportion of women taking up technical and
engineering apprenticeships is now over 15%.

. Thereis also an increase in degree level
apprenticeships, with women proportionately better
represented at these higher levels than men. Higher
fevel apprenticeships will support efforts 1o drive
productivity in the sector.

In 2019's Annual Report. STAT noted the
chalienge in driving the volumes of apprenticeships that
had been envisaged in the Transport Infrastructure Skills
Strategy. Peaks and froughs in the investment cycle
have affected recruitment in the sector and specific
challenges remain for smaller supply chain businesses.
While employers within the STAT membership are
nvesting sigrificantty in apprenticeships through the
apprenticeship levy, employers across the economy
continue to report concerns about its implementation.

The Annual Report also set out clear
cammitments by STAT o further develop work on skills
in the year ahead to help address challenges, including:

*» Promoting commercial models which support
closer working with the supply chain to faciitate
collaboration on skills and 1o increase productivity.

» Piloting a pre-emgloyment training programime to
support those tacing significant barriers to entry inte
jobs and trairing.

» Piioting two data hased shared apprenticeships to
improve digital readiness in the sector (Level 4 ang
Level 6 Data Analyst/Scientist).

Support the UK’s maritime and
aviation sector strategies
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Maritime 2050 set out a high-level vision for
government and industry to maximise the potentia!
for UK's maritime sector to 2080 and beyond. The
government's ambition includes: being at the forefront of
decision making in international fora; leading the way on
clean maritime growth and the transition towards zero
emission shipping; and transfarming and growing our
maritime workforce.

The Department published the "Clean Maritime:
Plan” in July 2019, setting out how the Department
would reach its ambitious decarbonisation targets. The
Plan underpins the Department’s long-term vision for
Zero emission shipping, focusing on future clean growth
opportunities for and seeking 1o place the UK as a
global leader in clean shipping. ' taunching the Clear
Maritime Plan, the UK was one of the first countries
to publish a nationat action plan to reduce shipping
ernissions following the agreement of ambiticus global
decarbonisation targets at the International Maritime
Organization. Progress includes:

» Grant support for early stage research projects related
to clean maritime.

» The launch at London International Shipping Week
2019 of a biennial maritime green finance forum.

» Took actions to realise the reccmmendations set
out in the Technoiogy and Innovation in UK Maritime
Route Map including.

» Providing £1.5 million to support innovative maritime
projects through the MarRI-UK Technology and
nnovation in UK Maritime Catl.

3 Supporting the faunch of the first Maritime 2050
Innovation Hub at the Port of Tyne.

» Providing regulatory support, tvough MAR Lab,
for the first unmanned crossing of the North-Sea,
undertaken by Sea-Kit's USY Maxlimer.

- In September 2019, the Jepartment published
the "Pecple Route Map” setting out how govermiment
and industry will work together to grow the maritime
workforce and equip tham with the skills needed for the
future. Progress includes:

» £300,000 funding 1o establish a Maritime Skills
Commission bringing skilis experts and academics
together to repart on the changing needs of the
sector, and chaired by Professor Graham Baldwin.

» £250,000 funding fo create of a single INndustry body
known as the Maritime Careers Taskforce. bringing
greater caordination and coherence to maritime
careers promotion. It is chaired by Catherine Spencer,
Cheef Executive of Seafarers UK.
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» 240 thousand awarded to run the Maritime and Me
campaign, highlighting the exciting ang rewarding
maritime careers on offer, especially to the next
generation of young women.

» Establishing an enhanced Diversity in Maritime
Taskforce.

The Department announced the Port
Infrastructure Fund, a £30 million government
scheme to bolster ports across England. £10 million
was awarded to 16 successiul bidders to the Port
Infrastructure Resilience and Connectivity (PIRC) fund.
£5 million was awarded to Local Resilience Forums,
and £15 million was committed on the development
of longer-term projects to boost road and rail links to
ports and help more freight can get where it needs 1o
be faster.

In partnership with Associated British Ports
(ABP) Port of Southampton, the Department launched
the UK's first Port Economic Partnership (PEP). PEPs
represent a new approach through which government
and the port sector is looking 1o create a greater
cooperation between private and public-sector
investment.

London International Shipping Week, held in
September 2019, was the leading glcbal maritime event
of the year with 20.000 top government and industry
decisions makers from across the globe attending 200
plus events. The Department hosted and supported
events promoting the UK as a world leading maritirme
centre and emphasising the government’s ambitions
for a Giobal Britain, to the international maritime
community. The events included:

» Workshops with domestic and international
stakeholders to discuss work on Free Trade
Agresments.

» Clean Maritime Plan showcase and announcement of
pians for progressing green initiatives by accelerating
investment flows towards zerg emissions shipping.

» The launch, by Trinity House, of a Vessel Replacement
Project to commission the design and build of a
vessel to replace THY Patricia.

» A Tech Showcase aboard the RFA Lyme Bay.
enabling 30 exhibitors to showcase some of the
ground-breaking technology being developed in the
UK to the international audience.

» A joint reception with Maritime UK for ministers from

across government, industry leaders and international
delegates.
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- Looking torward, the Department was successiul
in its bid to host the Giobal Maritime Forum's (GMF)
2020 Annual Summit bringing together maritime top
executives, policymakers, experts, NGOs and other
influential decision-makers tc share their ideas on the
challenges facing the maritime industry. Although this
is now postponad due to COVID-19, the Department is
engaging with GMF on alternative dates for the UK to
host the Annual Summit.
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- The Aviation Strategy aims fo set out the
government’s long-term vision for aviation to 2050 and
beyond, emphasising the significance of aviation o
regional growth and the UK economy.

Through the first half of 2019 the Department
undertook an extensive consultation on the Aviation
2050 green paper, published in December 2018. This
green paper set out the government's proposed policy
approaches to meet the objectives of the strategy and
sought to consult with the aviation industry and wider
stakeholders to gan feedback on the options identified.
The Department arranged three regiocnal consultation
events in Belfast, Inverness and Cardift to directly hear
the views of stakeholders on the proposals in the green
paper. 880 responses to the consultation were received
by the Department frem a wice range of organisations
and individuais. The Department analysed the
responses in detail ang using the feedback to further
refine the government's future vision for aviation.

Y

.+ In September 2019, Lord Deben, the Chair of the
Committee on Climate Change wrote to the Secratary
of State for Transport making several recommendations
in respect of aviation, with regard to meeting the
Climate Change Act target reduction in emissions by
100% (or net zero) by 2050. It is important that the
Department considers these recommendations fully.
The Department is planning to consult before the end of
the year to update the government’s position on aviation
and climate change. It is critical aviation plays its part in
delivering the Department’s nat zero ambitions, so that
the aviation sector can continue to thrive,

0On 15 January. the government announced a
review of regional air connectivity to ensure all nations
and regions of the UK have the domestic transport
connections local communities rely on — including
regional airports. This review, led by the Department,
will consider all options to ensure good regional air
connectivity continues. The Department will work
closely with the aviation industry, local regions and
devolved nations to identify how to support connactivity.

|
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Help to connect people and
places, balancing investment
across the country

Transport aims to connect peopie and goods
1o places. both locally and at a national level. The
Department is responsible for developing the transport
network to ensure people and goods move efficiently. it
works across the UK with local, regional and devolved
partners to meet national and regional. ambitions o
maximize the vaiue of pubfic investment to improve
connectivity.

- Part of this is about deffvering the government's
ambitions for devolving maore power to cities. Working
with regional partners to agres a more tailored,
place-based, appreach is critical in meeting local
leaders’ aspirations for integrated transport. The Local
Recovery and Devolution White Paper, setting out
the government’s strategy for unlocking the potential
at England’s regians, provides plans far powers
for Mayoral Combined Authorities. Working across
government, and with the Devolved Administrations,
the Department will deliver the long-term solutions
the country needs to further increase productivity and
recover from the COVID-19 crisis, taking a placed based
approach fo best meet the needs of communities.
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Work across the UK with local,
regional and devolved partners

to meet national and regionai
ambitions and maximise the value
of public investment

Through its network of Area Leads, the
Department’s Regions Cities & Devolution {RCD) has
continued 10 work constructively with a wide range
of partners 10 support the government's driorities
on levelling up and improving local and regionat
connectivity. This has included working closely with
Mayoral Combined Authority areas, and prospective
argas, on their plans for future devolution. This has
included working to secure a devolution deal for
the West Yorkshire Combined Authority which will
resuft in the election of a Metro Mayor in 2021 and
local connectivity for the competitive slement of the
Transforming Cities Fund, as well as co-developing
directly with 12 cities their proposals for competitive
Transforming Cities Fund.

© The Transforming Cities Fund will address
weaknesses in city trangport systems in order o raise
productivity and spread prosperity. It wil fund new local
transport links, making it easler 1o trave! between often
more praosperous city centras and freguantly strugaling
suburs. This will help make sure people across the
country have hetter options to combine different modes
of transport — supporting projects which will improve
connectivity, reduce congestion, carbon emissions, and
intradice new transport services and technology.
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In 2019-20 the Department centinued to support
places with their ambitions regarding devolution deals.
This has included working with HM Treasury and Ministry
for Housing Communities and Local Government
(MHCLG) in support of devolution with Sheffield City
Region {to help unlock the 2015 Sheffield City Deal) and
the West Yorkshire Combined Authority in securing its
first Devolution Deal at Budget 2020. The Departmeant
also supported MHCLG with the delivery of The Greater
Manchester Combined Authoerity (Functions and
Amendment) Order 2019, which was made on 3 April
2019, and conferred additional local transport functicns
onto the Metro Mayor. The North of Tyne devolution deal
was also implemented in 2019, with the election of the first
Metrc Mayor for the region {Jamie Driscoll) in May 2019.

In 2019-20, £180 million was paid to six mayoral
combined authorities as deveoived settlements from the
Transforming Gities Fund. This funding is not ringfenced
and it is for Mayors and their Combined Authcrities
10 determine how 1o invest as part of their Single Pot.
Mayoral Combined Authorities are expected to assure
schemes iocally according to their Single Pot Assurance
Framework and publish valug for money statements
regarding these decisions.

*-. The Department is committed 1o supporting cities
to develop and promote local growth through the £2.5
billion TCF. The fund is aimed at driving up productivity
through investments in public and sustainable transport
infrastructure in 18 of England’s city regions.

Since the taunch at Autumn Budget 2017, and the
expansion of the Fund in Budget 2018, the Department
has allocated arcund half of the Fund (£1.08 billion)
to six Mayoral Combined Autherities (MCAs) on a per
capita and devolved basis.

As part of the mayoral allocation, in 2019-20 the
Department has received delivery plans in June 2019
from all six MCAs. For example:

» Cambridgeshire and Peaterborough decided to
allocate £16.4 million to fund Kings Dyke evel
cressing and £1 million to develop proposals on the
A47 Dualling Study.

* Greater Manchester is investing £180 million of their
allocation to the icenic cycling and walking Bee
Network.

» Liverpool City Region is investing in a new and cleaner
Mersey Ferry fleet

» West Midlands is committing £207 milion of their
allccation to build the Brierley Hill extension to the
Midland Metro tram network, expanding the route to
Dudley.

The other half of the Fund (£1.28 billion) has peen
allocated via a two-tranche process to 12 shortlisted city
regions. The Department has awarded circa 260 mitlion
of this to an initial 10 shortlisted English city regions as
part of Tranche 1 of the Fund in 2018-13. Since then
two further city regions were shortlisted at Budget 2018,
making a total of 12 eligible cities for Tranche 2. As part of
Tranche 2 of the Fund, in 2019-20 the Department has:

» Invited the 12 shortiisted cities to bid for a share
of the remaining £1.22 billion via a process of co-
development which sped up the development of
businass cases and ensured that the schemes were
of the highest guality.

» Worked closely with shortlisted city regions to develop
programmes of investment via low, medium and
high funding 'asks’ which are deliverable by 2023,
meet the profile of the Fund, and ambition of the area
thereby improving access to job, reducing congestion
and caron emissions. and improving air quality.

» Received 12 programme-level Strategic Outlineg
Business Cases (SOBCs) in November from the
shortlisted city regions.

» Assessed the 12 SOBCs and provided advice to
minsters on the level of funding that each city region
should receive.

» At Budget 2020, the Chancellor announcad funding
levels awarded to nine cities, with three places held
back for further work before funding will be released.

» Tranche 2 funding levels awarded at Budget 2020
were as follows:

» 78 million for Bournemouth, Christchurch & Pooie,
including four new cycle freeways and new bus
priority infrastructure.

» C161 million for Derby & Nottingham, inciuding cver
25 million for bus rapid transit in Derby and over £10
millicn for a new cycle route between Nottingham,
Derby and East Midiands Airport.

» £33 millicn for Leicester, including £8 million for the
development of a sustainable transport corridor from
St Margaret's to Birstall.
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£198 million for the North East, inciuding £95 million
far frequency and refiability improvements across the
Tyne and Wear Metro sysitem and o complement the
government's recent £.337 miflion investment in new
raling stock.

£251 miifion for Pymouth, including £36 mifiion for an
icanic new Central Park cycling and walking bridge.

£40 miilion for Preston City Region, including £25
million for a new station at Cotlam Parkway on the
Preston-Blackpool iine.

£166 milion for Sheffield City Region, including a new
Bus Rapid Transit fink in Barnslay and a new tram
stop an the Tram-Train line to Rotherham at Magna.

£57 milion for Southampton. including new Rapid
Bus links.

£317 million for West Yorkshire, including £35.9
miltion for Halifax delivering a new bus station,
improved rail station and other improvements to
complement the revitaiisation of the fown centre and
£30 million for active and sustanabie travel across
Bradford.

A further £317 million for Portsmouth City Region,
Norwich and Stoke-on-Trent subject to further
business case approval, which could fund a range

of projects, including a multi-modal transport hub at
Stoke-on-Trent station.

» England’s Economic Heartland (pre-stafuiory basis)
» Midtands Cannect (pre statutory basis)
» Transport East {pre-statutory basis)

» Transport for the North {statutory basis since
1 April 2018

» Transport for the South East (pre-statutory
hasis, formal application submitted)

» Western Gateway (pre-statutory basis)

» Peninsula Transport (pre-statutory status)
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: 7-x The Department has sponscred seven
subnational transport bodies (STBs) across England to
identify strategic regional transport investment priorities
to inform the Department’s decision-making. The
Department’s sponsorship has focused on ensuring
that STBs offer added-value by performing functions
that are best suited to being carried out at the: regional
lavel: developing a regicnal evidence base and transport
strategy; taking forward the proposals in their transport
strategy through area or corridor studies; and agreeing
a Strategic Investment Pipeline of priority fransport
schemes for thar region that is credible and evidence-
based.

©o In 2019-20, the Deparfment asked STBs to
pricritise funding recommendations for the Major Road
Network. STBs have alsc input to the Road investment
Strategy and Rail Network Enhancements Pipeling,
and worked with partners on a range of other priorities.
Several STBs have identified decarbonisation and
transport innovation as a priority for their region and
are exploring options to meet fulure fransport needs
while reducing carbon emissions and maintaining and
erhancing the guality of our naturat environment.

As part of our sponsarship activity in 2018-20 the
Department has:

» Met reguiarly with STBs to review their progress and
plans.

» Attended STB Partnership Boards, warking groups
and other forums where relevant.

» Provided advice and guidance, including analytical
support and quality assurance of STB evidence base
and developing transport strategies.

» Facilitated join-up with other government departments
on areas identified as cross-cutting priorities by STBs,

» Provided funding support to Transport for the North
(TN}, Midlands Gonneact, England’s Economic
Heartland and Transport for the South East, and
congidered future funding requirements of other
STBs.

To ensure value for public money the Cepartment
has adopted an approach that the work of STBs shautd
be regionally specific and not duplicate work underway
elsewhere within governmant. To support this, the STBs
have astablished a Joint STB Liaison Group 10 work
together on areas of common interest.
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Transport for the North

17 The Department has continued to support TiN's
aim to boost economic growth across the north and
deliver their programmes, including by sponsering
TfN's Integrated and Smart Travel programme and
co-clienting the Northern Powerhouse Rall programme.
TiN's Integrated and Smart Travel programme is
successfully delivering Phases 1 (smart cards on rail}
and 2 (bus open data). TfN is currently exploring. with
the Department, options for continuing to deliver the
benefits of the IST programme intc the next Spending
Review period.

Work to develop the transport
network across the country

.

The Major Roads Network (MEN) and Large
Local Majors (LLM) programme will provide increased
focus and funding certainty to the most important local
authority roads.

- Improving the roads on this network will enable
more reliable travel for road users and more capacity
for the journeys which are the lifeblood of our econcmy.
MRBN will deliver schemes that reduce congestion,
support economic growth, unlock housing development
and support all road users,

The LLM programme was established in 2016
to fund those exceptionally large local road schemes
that are unaffordable from other funding scurces. The
LLM programme has now been merged with the MBN
programme.

In summer 2019, 8TBs and regional groups
submitted their top priority MRN and LLM schemes to
the Department for consideration in July 2018.

© Schemes submitted included major junction
improvements, structural renewals, bypasses and
widening of existing roads. Safety improvements
and measures which will support increased walking,
cycling and bus ridership were included in the schemes
submitted.

ti- 111 schemes are still in the programme at various
stages of development. They range from the A38
Manadon Interchange in Plymouth, the Arborfield Cross
Relief Road in Wokingham, to the Tyne Bridge renewal
in Newcastle and Gateshead.

The A38 Bromsgrove Route
Enhancement Programme

This scheme Is designed te upgrade a 7.7 miles
corridor on the A38 between the Worcester

Road to the south, and M5 Junction 4 to the
north, through a package of highway and active
travel improvements. The A38 in Bromsgrove is
an important corridor for both national and local
traffic, but currentty suffers from congestion and
unreliable journey times and has poor acceassibility
for cycling and walking. These problems are
expected to worsen without any intervention.

Once deliverad, the £50 millon scheme will
reduce congestion and improve journey reliability,
improve conditions for cyciing and walking,
support over 10,000 homes and help to unlock
30 hectares of employment land. The scheme
was awarded £850,000 in development funding
to enable Worcestershire County Council to
develop the scheme.

» STBs and regional groups worked across local
authority boundaries to provide the evidence
base for investment across their regions.

The result was 103 bids for schemes across
England, &l of which are evidence-led and will
meet the key MRN and LLM objectives.

» At Budget 2020, 15 schemes were announced
to go forward for further development.

*» MRN and LLM prioritisation process has
provided a strong pipeline of investment for
2020 to 2025 and beyond.
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» £13 million in development funding has been
committed to help local authorities work up
their schemes.

» 97 schemes of the schemes submitted for
consideration by the $TBs across England are
still under consideration.

» Over 3,500 miles of lpcal roads are eligible 1o
be considered for improvemeants =5 part of tho
MRN programme.

And

The local road network accounts for 98% of
roads in England {outside London) and is ¢ritical to
communities and businesses. Ensuring the safe and
effective maintenance of this netwark remains a key
priority for the government. Local authorities are funded
10 maintain their local road networks, with sustained
grant funding (awarded on a needs-based formula)
and cther incentive-driven competitive schemes. The
government fs ailocating a total of £7.1 bilion from 2015-
16 to 2020-21, including the £298 million Pothole Action
Fund, and £500 mifiion from the new Pothole Fund
announced at Budget 2020, to look after the local road
network.

in May 2018, the Department faunched its £22.8
milion funding for research and trials on new surface
materials or pothole repair through the ADEPT Live
Labs programme. The Pinch Point and Maintenance
Challenge Funds were launched in 2019, enabling local
authorities 1o bid for larger local roads and bridges
mamntenance praject funding. £193 million has been
allocated to successful Challenge Fund bids i 2020-21.
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During 2020-21, the Department has provided
££1.88 billion 1o Iocal authorities in England to help with
the maintenance of the local road network through
the Transport Infrastructure Investment Fund, of which
£0.65 hitlion is formuta distribution of the Highways
Maintenance Challenge Fund and the Pothole Fund.
This includes £258 million to iocal authorities in England,
outside London, through the Integrated Transport Block
for small scale transgort schemes, including cycling and
walking facilities. There is also £323 million in Private
Fimance initiative credits to support 33 straet lighting
projects, five highway maintenance projocts and five
major schemes.

These schemes include:

» extending the test of plastic derivatives in road
construction (Cumbria).

» the application of guiley sensors to help
improve efficiency in highways maintenance
(Buckinghamshirel.

» testing a "Power Road” solution to use geothermal
energy to de-ice car parks/bus stations in sub-zero
waather conditions (Central Bedfordshire).

» alocal highway asset management technology
incubator to enable more efficient highways
maintenance service {Kent).

Two of the schemes funded through the Local
Growth Fund and Large Local Majors Fund are open
including Ely Southern Bypass, 22 schemes are under
construction, including Preston Western Distributer, and
17 are in development.

- - The Oxford-Cambndge Arc prasents a unigue
oppertunity for the government and local and regional
partners to defiver a transformational economic legacy.
with a focus on quality, connected and sustainable
placemaking. Transport connectivity, including for
gast 1o west journays, and capacity on some strategic
and lecal networks has been identified as a barrier
to achieving transformational growth in the Oxford 1o
Cambridge Arc,
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© . The right infrastructure and interventions are
required to make sure communities and businesses
are better served, and better connected. Strategic
infrastructure in the Arc, including East-West Rail (EWR),
will improve access to jobs and services for existing and
new communities. To support this the Department has
been an active member of the cross-Whitehall Oxtord
to Cambridge Arc Working Group and Portfolic Board,
to provide strategic transport input. Transport has
therefore been part of the wider discussion on place
making, productivity, connectivity and environment
workstreams that the MRCLG is taking forward in
collaboration with the Department, the Department for
Environment. Food and Rural Affairs (Defra} and local
partners,

The government has allocated £920 million
between 2018-2024 to EWR Western Section Phase
2, linking Oxford to Milton Keynes and Bedford, and
Aylesbury to Milton Keynes, and is working to securing
a final investment decision later this year (2020} to go
into delivery. The government provided £20 million for
the East West Railway Company Limited to develop
a Strategic Outline Business Case for & new ling and
staticns between Bedford and Cambridge (EWR Central
Section). The government announced in January 2020
the preferred route for the Central Section, which will be
taken forward for further development wark. This will
lead toward to the government making a final decision
on whether to take the proiect forward,

© On the Oxford to Cambridge Expressway, the
government has investigated the potential for a new
high-guality link road between the M1 and M40 which
could support growth and examined the costs and
benefits of a range of options, taking account of the
views of local authorities and residents in the Arc. The
government confirmed in March, as part of the second
Road Investment Strategy, that further develcoment of
this scheme has been paused while it focuses on other
potential road projects in the Oxford to Cambridge Arg,
and benefit people who live and work there.

- The Department has continued to engage
on transport projects with Cambridgeshire and
Peterborocugh Combined Authority 1o support their
delivery of the Devolution Deal and with Oxtordshire
County Gouncil on their Oxfordshire Housing and
Growth Deal.

- The Department worked with the Oxfordshire,
Buckinghamshire and South-East Midlands Local
Enterprise Partnerships and the Business Beoard of the
Cambridgeshire and Peterborough Combined Authority
1o ensure transport forms a key part of their Local
Industrial Strategies to support economic growth.

During 2019-20, the Department has continued
working with TfN to develop the business case for
Northern Powerhouse Rail (NPR). NPR is the flagship
programme of the government's Northern Powerhouse
agenda which seeks to transform the economy in the
Nerth of England. its aim is to dramatically improve
connectivity across the north by delivering faster and
more freguent journeys and improved rall capacity
between the north's major cities. This will help crive
economic growth by deepening and widening labour
markets, improving business to business connectivity
and boosting access to Manchester airport.

In July 2019, the Prime Minister anncunced a
strong and clear commitment to the NPR project, with
a pledge to bring forward the Mancheaster - Leeds part
of the network. In February 2020, the Prime Minister
reaffirmed his commitment to Northarm Powerhouse
Rail and announced a dedicatec minister for NPR
and HSZ as well as an integratad plan for rail in the
North and Midlands, which will look at how to deliver
both Narthern Powerhouse Rail. The Integrated Rail
Plan, which the Department 15 developing, will look at
how best to sequence, scope and integrate Northern
Powerhouse Rail with HS2 Phase 2 ang other major
projects such as the Transpennine Route Upgrade
The Secretary of State is also setting up a Northern
Transport Acceleration Council to press progress with
NPR alongside other local schemes.

The Department has invested over £40 million this
year to develop infrastructure options (@ combination
of new lines and upgrades) for NPR. Reflecting the
high levet of government commitment, NPR has been
allocated a budget of £75 million for the 2020-21
financial year, representing a 50% increase on the
previcus year.
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Work with the Ministry of Housing,
Communities and Local Government
to support the creation of new
housing

* 1. The Department works ciosely with MHCLG

to unlock new housing developments with good
transport connections, in places that pecple want to
live. Transport infrastruciure makes a real difference

1o people’s lives and i s vilal that new homes are

well connected, with transport infrastructure enabling
access 1o jobs and services, allowing the community 10
thrive.

“ . During 2019-20 the Department has worked with
MHCLG to integrate decision making on investrents in
government funded housing and transport projects. it
compigted the assassmant of bids submittad by local
authorities from across England to MHCLG's Housing
infrastructure Fund (HIF), resufting in 34 successiul bids
funded, inciuding £2.5 billion in transport infrastructure
of a total of £4.1 bilion. The Department also
established working practices with Highways England
and Network Rail for the assessment of proposed
hiousing schemes with an impact on the strategic road
and rail networks, ensuring all successful schemes have
the support of the appropriate delivery bodies,

Evaluations of lessons learnt across the HiF
process with counterparts in the public badies and
MHCLG will help ensure even better integration of
housing and transport investments in the future, This
will inform the Department’s input to the development
of MHCLG's new Single Housing infrastructure Fund.
Likewise, joining up policies acress government and
public bodies is essential to embed and promote better
integration of sustainabile transport and new housing.

During 2019-20 the Department:

» Contributed to the Garden Communities prospectus
to ensure high standards of sustainable transport
were included, and worked with MHCLG to tailor a
support package for these new garden comimunities
which would promote integrated transport planning
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» Set up a cross-organisational working group with
representatives from the Department, MHCLG,
Homes Engiand, Highways England and Network Rail
to improve the joint defivery of housing and transport.
The working group identified and implemented
coliaborative processes for planning, analysis and
strategy, for an integrated approach o housing and
transport schemes across all organisations. For
promoters of housing and transport schemes, this
will simplify interactions with central government and
public bodies, and also help to maximise the benefits
of schemes.

» Worked with MHCLG and transpoit delivery bodies to
identify opporunities for housing development at and
around railway stations.

As a major landowner, government plays a crucial
role in increasing the supply of land for housing. The
Department’s public bodies continue to work hard
to contribute to this objective despite the onset of
COVID-19 and challenging property market conditions,

The Department considers future operational
requirements before refeasing transport iand from
operational use — especially as increased housing brings
an increased demand on transport services. Challenges
to the retease of land for housing include: planning
approvals; regulatory consent; costs of reprovision: and
funding, among others.

- Since 2015, the Department has collaborated
with MHCLG, Homes England, Greater London
Authority (GLA), and other stakeholders to overcome
barriers to releasing and developing public sector land.
Network Rall also signed partnership agreements in
2019 with Homes England and LCR to combine their
expertise going forward to maximise the delivery of
public fand for housing.

The 2015-20 Public Sector Land {PSL)
Programme is the Department’s key machanism
for releasing surplus land for housing. Working in
partnership with its public bodies, fand for circa 10,000
new homeas has been disposed. The onset of COVID-19
has affected property markets and has hindered
preparatians for the new programme. However. the
Department continues to make progress parinering
with stakeholders on new and estatlished schemes to
release further land for housing.
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» By aiso facilitating the delivery of homes

beyond the Public-Sector Land Programme,
Network Rail and the Department’s other
public bodies have released key pieces of fand
that have helped thirg-parties unlock housing
developments for over 30,000 homes since
2015,

The Department’s public bodies have raised
over £300 million since 2015 through the
sate of land t¢ enable housing development.
These receipts will support the delivery of key
transpart services for the public.

The Department has fed into the development
and assessment of Housing Infrastructure
Fund schemes to bring forwarag £2.5 billion

of trangport infrastructure, unlocking housing
across the country.
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Make journeys easier,
modern and reliable

Improving the transport user experience
gontinues 1o be a central focus for the Department,
as supporting the delivery of new digital technology 1o
improve journeys and work 1o reform rail and the future
of the wider network to improve accessibitity, refiability
and efficiency. At local levels this includes transformative
work on improving buses ‘a better deal for bus users’,
and increasing the network of cycle lanes, whilst at the
national level enhancements to the raiiway network are
improving the refiability of trains. The ongoing work to
expand pay as you go, and contactless ticketing, in the
south east and the North of England will increasingly
make transport easier to use.

Making journeys reliable and more attractive for
USErs is alse an essential aspect of the recovery from
COVID-18. Testing on e-scooters. for exampte, is now
being fast-tracked as a possible clean and convenient
form of travel.

Support the delivery of
new digital technology to
improve journeys

And

1_Pedarmance_Report_2020.inad 50

The transition 1o zero emission vehicles will help
meet greenhouse gas reduction goals, contribute to
reducing poor air guality in our towns and cities and can
contribute to economic growth in the UK by providing
skilled jobs in the automotive sector.

HM Treasury launched the £400 milion Charging
Infrastructure Investment Fund (CUF). The fund will
catalyse and diversify investment in public chargepoint
infrastructure with £200 million from government tc be
match fundad by private investment. The first investment
of £70 million is expected o result in a further 3,000
new rapid chargepoints by 2024, To improve customer
experience of recharging, the government announced
the ambition for new public rapid chargepoints to offer
‘pay as you go’ debit or credit card payment from spring
2020. Atthough, the government acknowledgses the
improvements that have been made in this area with
the majority of newly installed rapid chargepoints now
providing contactless card payment, more needs o be
done to ensure that consumers can charge efficierntly
and safely. The government will consult on using its
oowers under the Automated Electric Vehicles Act
te mandate minimum standards, such as requiring
contactiess payment for rapid chargepoints. to improve
the consumer experience.

The Department has consulted on reguiring
chargepoints to be built in alf new homes with a
parking space, and on smart reguirements of private
chargepoints to help manage the impacts on the
electricity system. The Department confirmed that
funding will be quadrupled to £20 million for the
installation on chargepoints on residential streets
in 2020-21. This could help fund another 7,200
chargepoints across the country and make charging at
home and overnight easier for those without an off-
streat parking space.

-

1
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The Budget included £500 million over the
next five years to support the rollout of infrastructure
for electric vehicles. The Department has set out a
vision for a core infrastructure network of rapid and
high powered chargepeints along the strategic road
network in £ngland. The vision will be supported by a
Rapid Charging Fund, which is part of the £500 million
commitment for EV charging infrastructure anncunced
at Budgeit.

In Jurne 2018, the UK became the first major
gtobal economy 1o pass a law that requires us to
achieve net zerc greenhcuse gas (GHG) emissions by
2050, ending the UK's contribution to gloioal warming
within the next 30 years. Ending the sale of new
conventional petrci and diesel cars and vans is a key
part of the answer to our long-term transport air quality
and greenhouse gas issues. Cars and vans accounted
for 70% of domestic UK transport emissions in 2018. To
achieve net-zerc emissions in 2050, the Committee on
Climate Change recommended an end 10 sales of new
petrol and dieset cars and vans by 2035, and preferably
earlier (e.g. 2030). They have subsequently amended
their recommendation to 2032 at the latest. They also
recommended that all new vehicles soid after that date
should be zero emission.

in February 2020 the Prime Minister launched
a consuitation on bringing forward the end 1o the sale
of new petrol and diesel cars and vans from 2040 to
2035, or earlier if a faster transition appears feasibie,
as well as including hybrids for the first time. As part
of this consultation, the Department is asked what the
accompanying package of support will need to be
to enable the transition and minimise the impacts on
businesses and consumers acress the UK, building
on the significant demand and supply side measures
already in place. The Department concluded the
consultation on 31 July 2020. A decision is planned to
be announced in due course.

- During 2019-20 the Department has taken
several steps to increase the uptake of ultra-low ana
Zero emission vehicles, support innovation in zero
emission vehicle technology, and create a fit for purpose
charging infrastructure network:

» HM Treasury announced that all zerc emissicn modeis
will pay nc company car tax in 2020-21, 1% in 2021-
22 and 2% in 2022-23 - a significant tax saving for
employees and employers. At March Budget the 2%
rate was extended by a further two years tc 2025.

» The government endarsed the National Franchised
Dealers Asscciation (NFDA) Electric Vehicle Approved
{EVA) scheme. This includes a set of standards for
electric vehicle retall and aftersales to ensure that the
automotive industry is prepared for the electrification
of the UK car market.

» The Department ran a new Go Ultra Low advertising
campaign, ‘The car’, with a wider consortium of
members than ever before, including new vehicle
maanufacturer members and for the first-time energy
providers.

» In June 2020, following consultation, the Department
announced Green Number Piates wouid be
introduced for zero emission vehicles to raise
awareness and help normalise cleaner vehicles and
increase their uptake.

» The March 2019 Budget included cver £530 millicn
extra funding to keep plug in vehicle grants for
another three years to 2023.

OLEV awarded £25 miliion through the Integrated
Delivery Platform 15 R&D competition in a humber of
projects focused on power electronics and motors
which are key technologies for electric vehicles. The
Department is investing almost £40 million in projects
to support innovation in wireless and on-street charging
technclogy t¢ encourage uptake of electric vehicles. In
addition, it is investing almost £30 million in supporting
vehicle to grid technologies that could enable electric
vehicles to deliver etectricity back to a smart grid
and £20 million to demonstrate low emission freight
technology.

And

Digital Railway is the industry's plan to modernise
the UK railways through targeted use of digital signalling
and associated technologies to deliver improvements in
safety, performance and capacity.

Performance Report
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Manage and control

ke trains better

Digital Railway can increase capacity by allowing trains 1o run
closer together and improve performance by reducing the impact

of disrupticn.

Manage physical
infrastructure better

‘® A
The systems provide data that can be used
o operate and maintain these assets in
a predict and prevent way, thus reducing

disruption of the railways

Provide better information

The open data generated by a digital railway

P/ will aflow third parties to provide better, more

> targeted information about delays and real-time
detail about the locations of trains between

stations to passengers.
-~ PAssen

The Digital Raitway Strategy, which drives
introduction of digital signalling and associated
lechnologies, such as Traffic Management, remains
a pricrity for the Department in helping to modernise
Great Britain's raifway {o reduce delays and increase the
number of services. The Depariment has started work
o introduce digitai signalling on the Northern City Line,
between Drayton Park and Moorgate, as a pathfinder
scheme far a much larger digital signafling programime
on the East Coast Main Line. This pathfinder scheme 15
expected to commence operation in 2023.

Following on fram the Digitat Rallway Strategy
and the publication of the Digital Railway Long-Term
Deployment Plan in June 2019, the Department is
working with Network Rail to identify the best locations
1o start the delivery of the plan and are preparing for
the plan's commencement in 2024. The Department
will soon be entering into a formal agreement with
Network Rail to commit 1o these programmes, to
start the detailed planning of the deployment for both
track and trains and to establish robust governance
arrangements for the plan. This will complement the
introduction of digital signafling cn HS2 and on other
major programmes where digital signalling Is heing
actively considered.

. There are now three Traffic Management systems
in operation on the network at Cardiff, Upminster and
one distributed across Swindon and Didcot. These
systems provide high levels of real time information
that is enabling signafiers and controllers ta make
better and faster decisions about the operation of
the railway, in turn contributing to fewer defays and
petter performance. QOver time these systems will be
developed further to increase the level of information
available and to enable maore proactive management of
the network.

The Department has recently announced a
signfficant tranche of funding for the wider East Coast
Digital Programme. This funding will enable detailed
design work o be undertaken and trains to be fitted
with digital signalling eguipment, ready for the new
gystem to be introduced later in the decade. The East
Coast Digital Programme will act as a catalyst for the
roll-out of digitai signaling across the GB network, by
initiating rolling stock fitment and bearing the brunt of
one-off capital costs associated with digital signaling.

This East Coast Digital Programme is supported
by a number of key enabling projects. These projects
are establishing mstallation designs far the different
types of trains that operate on the route and upgrading
a test facility at Melton Mowbray t0 the latest standards
ngcessary to enable fitted trains {0 enter service satety
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Put the citizen and business user at
the heart of a reliable, accessible
and cost-efficient transport
network

And

Activity in Franchising in 2019-20

" The rail franchising programme of competitions
was paused while awaiting the outcome of the Williams
Rail Review. The Department activated the Operator
of Last Resort on the Northern Franchise, taking over
services from 1 March 2020, as a result of the existing
operator no longer being financially sustainable.
Through close working with the Network Rail Tmetable
Programme Management Cffice (PMO), the May 2018
and December 2019 changes were delivered smoothly,
while the May 2020 timetable change was postponed
due to COVID-19 and its effect on the industry.

Putting Passengers First (PPF)

Roll-out of the Putting Passengers First {PPF}
programme has continued ¢ make substantal
progress over the last 12 months, supporting Network
Rail's ambition to have the skills, culture and focus
to put passengers and freight users at the core of its
business. Multiple phases of the programme have
been completed over 2019-20 resutting in the formation
of 14 new routes across 5 regions, bringing Network
Rail closer 1o its customers, alongside the building
of effective support functions to support the regions,
including Network and Route services directorates. All
Putting Passengers First programme structural changes
are expected to be made by the end of 2020. The
Department continues to work closely with Network
Rail to ensure that PPF is closely aligned with both
Departmental and wider HMG objectives.

1_Performance_Report_2020.ndd 53 \#

Emergency Measures Agreements

-+ In response 1o the nationwide lockaown,
and the consequent fall in passenger demand, the
Department and train operators entered into Emergency
Measures Agreements (EMAs) on 01 April 2020 (with
costs backdated to March 2020) for an initial period
of six menths. EMAs suspended the normal financial
rmechanisms of franchise agreements and transferred all
revenue and cost risk to the government, with operators
continuing to run the day-to-day services for a small,
pre-determined management fee. Further information
can be found on page 285.
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By 30 June the level of service had increased to
circa 70% of the envisaged May 2020 timetable. From
April to June performance was significantly improved,
seeing on time performance increase from around 63%
in March to a high of approx 88%.

Rail Reform

Keith Williams was cocmmissioned by
the government in September 2018 to chair
the independent Wiliams Rail Review, the first
comprehensive review into the British Raitways in
a generation. This provides an opportunity for the
Department to accelerate the modernisation of the
railway. Keith has been supported throughout by a
Departmental secretariat.

COVID-19 has delayed the publication of Keith
Williams' recommendaticns. The Department is now
considering how to set the future direction of travel
for Rail. While the exact reform priorities are being
determined, the Department aims 1o deliver benefits to
passengers and improve the capability of the Railway.

- The Access for All programme continues to be
successfully delivered. The pragramme was launchad
in 2006 and has already delivered more than 200 step
free routes, and smaller scale access improvements
at a further 1500 stations. The programme has been
extended across CP6 (2019-2024) with an additional
£350 miltiors of funcing. which wilt deliver more than 100
accessible step free routes by 2024,

© . Since Aprit 2018, 14 stations have received a
step free route. In addition. in February the Department
announced a further 124 stations that will get smaller
scale access improvements over the next four years,
such as accessible toilets and customer information
screens,

"~ '+ These improvements form part of the wider Inclusive

Transport Strategy and supports the government's ambition
of achieving egual access for all on public transport.
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Stations improved in since Apil 2018:

Butnham 28/05/2019
Cadoxton 23/07/2020
Carshaiton 05/07/2019
Coulsdon South 28/02/2020
Ewell West 11/10/2019
Headingley 29/04/2019
Kilwinning 23/08/2019
Lichfield Trent Vialley 17/06/2020
Meots 23/01/202G

Selhurst 19/06/202C
Stechford 13/07/2020
Totnes 14/12/2019
Tottenham Hale 03/06/2019

Woest Hampstead 14/08/2019
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In July 2019 the Departrment published The
Inclusive Transport Strategy —~ summary of progress'
setting out the commitments achieved during the first
year of the Strategy. The Transport Accessibility Minister
alsc wrote to Pariament to provide an update on
progress. This included highlighting the invitation issued
in April 2019 for Molurway Service Areas to apply for a
share of a £2 million fund for the installation of Changing
Places toilets - facifities for the maore than guarter of
a milion-disabled people in the UK that cannot use
standard accessible toilets. The Department partnered
with Muscular Dystrophy UK to award the funding for
Changing Places toilets, which are expected 1o be ready
in the early 2020s.

“ 1 Delivery of the remaining inciusive Transport
Strategy commitments continues, although at a slower
rate than hoped due to the impact of COVID-19.

* o Bikeability is the Department’s national cycie
training programme for schoolchildren in England,
providing the next generation of cyclists with the skills
and confidence to cycle independently.

In October 2019, the government announced
investment of £13 million 0 extend the Bikeability
programime for the financial year 2020-21, so that even
more children at school can enjoy the health benafits
of cycling. The Secretary of State marked the occasion
Ly visiting St Philip Howard Primary School in Hatfield
where he met with teachers and Bikeability instructors
and took part in some training with the children. 2018-19
saw a record yvear of delivery with more than 411,000
training places detivered. More than three million
children have now received Bikeability training since the
programme's ingeption in 2007

© The government has since committed to offer
Bikeability traming to all schocichildren. This will see
an additionai 400,000 training piaces offered on the
scheme each year, providing chitdren with the core skills
o cycle safely and confidently on the road.
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The Department has delivered a £2 million
package of support to 46 local authorities to
enabie them to develop Local Cycling and Walking
Infrastructure Plans (LCWIPs). LCWIPs enable local
authorities to take a strategic approach to planning
their future Infrastructure needs for cycling and walking
trip in their local areas. Through this programme
local authorities have received support with technical
transport planning, training on software tools, and best
practice. To date, the Department has received 40 draft
plans from local authorities which will help to establish a
national pipeiine for future scheme investment.

Six strategic studies were announced as part of
the first phase of the Road Investment Strategy (RIS1)
published in 2014. Strategic studies are a method
to tackie problems that are too large to be resolved
through one single project; or where the impacts of
action are more complex or conditional, and must
be considerad in ways that are not standard. The
development of RIS2 has used this tool to consider
what can be done at scme of the most difficult points
on the network, and the findings have led to committing
to complex projects in RIS2. The studies announced
with RIST are as follows:

» The Trans Pennine Tunnel study locks at the
performance of the current route between Greater
Manchester and the Sheffield City Region (A57/
AB28/AB16/A61) and the degree to which this is an
obstacle to improving journey times on the network
and supporting locatl economic growth.

» Manchester North West Quadrant is looking at
ways to ease cengestion and make journey times
more reliable between junctions 8 to 18 of the MB0O,
currently the second busiest of section of read
outside the M25, The scheme is evaluating a series of
interventions on the MB0 North West Quadrant.

» The ABG is a key Fast-West route in the North of
England linking local communities and supporting
a high number of freight trips across the country.
In 2019 the projsct completed research to dual the
remaining sections of single carriageway. which
will improve journey times and safety. To support
the identification of a Preferred Route. a public
consuitation was heaid to seek views on the different
options.
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» The A1 it Bedfordshire has profound impacts on the
people who live on or near to it and would limit growth
in the area. The study shows that congestion and
safety issues on the route are not substantial enough
in their own right to justify the full costs of moving the
road to a new, more appropriate location, Substantial
growth plans could change this, and further work
on the project will be considered if development
becomes likely.

» The M25 between Junctions 10 and 16 is the busiest
saction of the UK road network and our study has
considerad how congestion can be relieved on this
route. The study recommends against conventional
widening of the existing road but has identified
options for getting more capacity out it, which we will
review alongside developing plans for Heathrow.

» The Oxford to Cambridge Expressway has concluded
that there is not yet a case for building a high-
capacity road across the Oxford to Cambridge Arc.
However. the current performance of the existing
network suggests that road interventions of some
kind may be necessary to manage exsting issues -
notaily to the south of Milton Keynes and on the A34
north of Oxford. The Department will now work 1o
identify options to improve existing infrastructure that
supports sustainable and integrated transport that
works for the benefit of people who live and
work there.

Improve ticketing systems and
information to enable passengers to
access the best fares more easily

- Greater Anglia, Great Western Railway. East
Midlands Railway, Avanti West Coast, Southeastern and
TransPennine Express all introduced DR15 in 2018-20.
This has enabled more passengers across the country
to claim compensation for delays of 15 minutes or more.

- As aresult of the Department’s continued roll-out
of Delay Repay 15 in 2019-20, over 90% of passenger
journeys on DIT-let franchises are now covered
by improved compensation for 15-minute celays.

The Department is committed to improving delay
compensation arrangements for passengers across the
rail network. During 2019-20 the Department worked
with train cperators 10:
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2 coniinue io implement improved compensation
schemes so that more passengers can claim for
delays from 15 minutes.

» make i easier for passengers {0 access the
compensation they are entitled to when they
experience defays.

» improve the timeliness of compensation payments.

The Department has continued 16 cnoourage
train operators {0 increase passenger awareness of
Delay Repay. This included supporting operators to
introduce automated processes which make it easier for
passengers o claim compensation. An additional four
train operators introduced automated claims processes
in 2019-20: TransPennine Express, East Midlands
Rallway, Avanti West Coast and South-Western Railway,

The Department worked with the Office of
Rait and Raad (ORR} and train operatars to improve
claim processing times and rectify large variations
in pertormance between different operators. ORR
published figures show that the number of claims
processed within the industry target of one month
increased from an average of 95.4% nationally in
2018-19 to 98.6% in 2019-20.

Season Tickal i uw:

e 1SEP2

Number:
CRZMANSCO0000484
¥ssued-

Criline

leauad 1o

Mr Terry James

To be charied on 8 louimeys. Scotfsl & C Sleaper

- On 2 January 2012 the previcus Secretary
of State announced that a new railcard would be
introduced for young people aged 16 and 17 and that it
would provide a 50% discount off most aduft fares. This
became known as the 168-17 Saver and was launched
on 20 August to provide discounted rall trave! from 2
September 213, By 1 February 2020 over 61,500 16-17
Saver cards had been sold.

1_Perlormance_Rapon_2020.indd 58

@

-« Delivering the 16-17 Saver was a joint effort
between the Department, the Rafl Delivery Group
{RDG) and train operators. ROG played a key role in
developing and implermenting the rallcard, putting in
place agreements with suppliers for the digital and
physical railcard, and developing the website and app
functionality. The Department negotiated with train
cperating companies to secure their participation in the
new ratcard scheme, with thig achieved on time and to
budget.

In delivering the raiicard the Departmant and train
operators had to overcome a number of challenges:

» limescales - the 16-17 Saver was a novel proposition
providing 50% off standard adult tickets including
season tickets, with no minimum fare in the peak
pericd. It was a challenging ask to deliver this in under
nine months.

» System capacity — following the extremety popular
launch of the 26-30 railcard, the 16-17 Saver went
on sale a tull 10 days betore the first day of travel
to ensure railcard systems were able 1o deal with
demand from passengers.

» Scope - the project team worked with devolved
administrations and open access operators to ensure
the railcard was valid across the majority of the GB rail
network.

» Ticketing infrastructure upgrades — in addition to the
develppment of the physical cards. the 18-17 Saver
project also required upgrades to booking office and
ticket purchasing systems such as websites and
Ticket Vending Machines.

Invest in road and rail maintenance
and renewals

© The second Road Investment Strategy (RIS2) was
published with the Budget on 11 March 2020 1t sets
cut the performance specification and investrment plan
for the strategic road network between 2020 and 2025,
and the funding available to Highways England to deliver
them. tt atso places this infarmation in the context of
a long-term strategic vigion for the network looking
out towards 2050. It details the ambitions for now the
network will provide a better service for road users and
local communities, while also minimising its impact an
the natural. bullt and historic environment,

r I
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RIS2 is the result of four years’ worth of
close collaboration with Highways England, ORR
and Transport Focus. It also draws on extensive
engagement and consultation with people and
organisations across the country as we sought to
identify the priorities for improving the performance of
the network. In respense, RIS2 has confirmed:

» £27.4 billion of funding for the operation.
maintenance, renewal and enhancement of the
strategic road network to ensure it performs to @ more
modern, high-performing standard.

» Upgrades at more than 100 junctions and work to
improve road links to 21 ports and airports.

» Significant enhancements to the AGS across the
Pennines, the A46 around Newark and the A303
connecting the South West to London and beyond.

» Dedicated funding to secure benefits for: the
environment and wellbeing; users and communities;
innovation and modernisation; and safety and
congestion.

The government has an ambitious programme
of investment to improve and upgrade the rail
network between 2019-24, 48 billion of expenditure
is committed, with significant spending planned on
maintenance and renewals to maintain safety and
imprave reliability for rail users. ORR's Report into the
first year of CP6 ("Annual agsessment of Network Rail
2019-20" showed that Network Rail has made good
progress in renewing its network, but asset resilience
needs to improve. To actively work closely with ORR to
monitor Network Rail's delivery of the CPB settlement,
working with Network Rail and ORR 1o identify any
delivery risks early and support corrective action that
Network Rail can take. so that it efficiently delivers its
commitments to improve our railway. The Department
will continue to develop this to adapt 1o the changing
delivery environment. working closely with Network Rail
and ORR.

®:
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Make sure transport is safe,
secure and sustainable

~ ¢ The sustainability of the transport secior is
a government priority. The Department has set out
the scale of challenge in the published document,
‘Decarbonising Transport: Setting the Challengs’
and is continuing to work 10 deveiop the Transport
Decarbonisation Plan, 1t brings together work to-date
on raducing transpoart emissions and setting out the
scale of additional reductions needed to meet carbon
pbudgets and to deliver a net zero economy by 2050. |t
will provide the input for future decisions on measures
which could be implemented o decarbonise the raiiway.
Maintaining the securily of the transport system has
continued to be a critical priority for government and
the Department.

The Department is also working to ensure that
sustainability underpins future transport investment
including promaoting new technologies o reduce
emissions in areas such maritime. Reducing carbon
emissions supports the global agenda for slowing
climate change, whilst reducing particulates in
emissicns and impreving air quality in areas of
concentrated traffic directly improves public health. It
is therefore also an imporiant priority 10 promote active
travel and increase the number of cycling and walking
journeys. COVID-19 has directly impacted delivery of
Clean Air Zones, due to pressure placed on the capacity
of local autharities caused by the COVID-18. Changes
to future behaviours of car and local transport usage,
commuting and other trips ceased by COVID-19 may
also have a long-term impact on carbon emissions.
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Maintain the safety and security of
the transport system

The Department is committed to impraving the
safety of all road users and minimising numbers killed
and injured on our roads, which is reftectad in the
progress that has been made in taking forward actions
from the Road Safety Staiement. During 2019-20 the
Department completed 11 of the 74 actions, started
48 others, with the remaining 17 actions scheduled to
commence shortly. Completed actions include:

» supporting the Child Acecident Prevention Trust's
annual child safety week between 3-3 June 2019,
and confributed by providing positive support for the
youngest road users,

» rafreshing DVSA's ‘Learning to Drive' publication and
going five with an online driver record on 11 February
2020.

» working with road safety groups to understand who
are the car occupants that are not wearing seat befts.
The Parliamentary Advisory Cauncil for Trangport
Safety (FACTS) report 'Seatbeits: The forgotien
prionty” reveals the problem of seat belt non-wearing
in the UK and adds to our evidence base on errant
drivers.
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The Department undertcok to commissicn
an inspsection of roads policing and to publish a call
for evidence to run alongside that inspection. Good
progress was made by working in collaboration with
tha Home Office, the National Police Chiefs’ Council
and other agencies including devolved administrations,
academics, Traffic Commissioners, as well as DVLA,
DVSA and Highways England, whao are key members of
the Governance Board for the roads policing review.'
Together the Departmental agreed the contents of a
departmental call for evidence on policing document
which was published on 13 July 2020 with a closing
date of 5 Cctober 2020. We expact to publish the
summary responses 10 the consultation in Spring 2021,
The Roads Pelicing Review Governance Board will then
consider any recommendations.

" The Department has sponsored the RAC
Foundation to conduct a road cotlision investigation to
establish whether there 18 a business case for putting
more resource into the investigation of read crashes
and if there is. to identify how best to develop it. The
RAC recommendations, together with leaming from the
cngoing roads policing review will provide the evidence
base necessary for an informed assessment to be
made.

On 9 May 2020 the Department announced a
£2 billion funding commitment to encourage more
cycling and walking including measures to improve cycle
safety, including pop-up bike lanes with protected space
for cycling, wider pavements, safer junctions, and cycle
and bus-only corridors. One of the key actions from
the CWIS safety review was to review those aspects of
The Highway Code which relate to safety for vulnerable
road users, including cyclists, pedestrians and horse-
riders. In 2019-20 the Departrment was proactive in
agreeing the scope and delivery of this review, which is
being conducted in consultation with our stakeholders,
according to the Department’s usual practice. A formal
consuitation on the proposed changes will follow the
review,

Progress on the commitments in the Cycle and
Walking Investment Strategy itself are reported on
{see page 58).

© The Department remains a core part of the
UK's national security system. Transport security and
resilience work significantly contributes to the UK's
economy, prosperity and the UK's international position.
Qver the last year, the Department has implemented
its strategy for working with industry and across
government to manage the national security risks to
transport, including terrorism, cyber-attack, and civil
and natural hazards, balancing this against the need for
an efficient and effective transpert netwark.

When significant incidents happen in the UK or
overseas, transport is either affecied or is a major part
of the response. The Transport Security Operations
Centre (TSOC) plans for and co-ordinates the
Department’s response to major incidents affecting the
transport network. This year, numerous incigents had a
direct effect on the transport sector.

During 2319-20 T50C and the Department
supported:

» Defra in the response to the severe flooding in
Lincolnshire.

» The Civil Aviation Authority. to lead the response
to the collapse of Thomas Cook. repatriating more
than 140,000 people back 1o the UK over two-weeak
period.

» HMG activity to respond to the seizure of a British il
tanker in the Strait of Hormuz.

» Cross government planning to respond 1o the
emerging COVID-18 threat.

© .. In preparing for Brexit, the Dapartment
delivered bespoke crisis response training 1o over
500 Departmental staff and has developed its crisis
response training package for a departmental staff
response surge pool.

14 List of all OGD collaborated with: Office of Trathe Commussioner: Association of Police & Crime Commissioners. Forensic Scrence Regulator,
Roads Policing Academic Network, Home Office. Transport Scotland. National Police Cheefs' Coungil. Highways England, DVLA, DVSA,

Crown Prosecution Service. Welsh Government.

A d
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Land Transport Security

©. - The Department has responsibility for protective
securily, compliance inspections and testing of the light
and heavy rail networks across the UK. The Department
also works with European partners to ensure the
security of the Channel Tunne! is maintained. Through
collabaoration with industry, the Department develops
guidance for the bus and coach sector and design
proportionate measures to mitigate the risks around the
usa of vehirlas as weapons.

-+ During 2019-20 the Department has:

» Continued to review the National Railways Security
Programme to ensure it aligns with the developing
threat picture.

» Commenced a root and branch review of the light rail
security poticy regulations and guidancs.

» Worked with Curopean pariners in detalled treaty
negotiations on security relating 1o the new Eurostar
Amsterdam to London route.

» Launched the Boad Transport Security Parinership
Programme to set out the framewark and regulatory
measures for the industry to enhance ang improve
road transport security.

» Worked with the road transport sector to develop
guidance and proporfionate measures to mitigate the
risks around the vehicle as a weapon threat.

» Continued to improve security culture and embed
security best practice within arganisations through the
Rental Vehicle Security Scheme and accomganying
10-point Code of Practice.

Aviation Security

" The Department works with the International
Civil Aviation Organization (ICAQ) to share knowledge
and experience around the world, building the UK's
reputation and ability to export its skilis, expertise and
technology 1o strengthen inbound aviation security.
The Department’s diverse work continues to deliver
major security improvements to the traveling public.
The Department atso works overseas to protect the
UK. through its network of International Aviation Liaison
Officers.

*. .~ During 2013-20 the Oepartment has:
» Used the Aviation Security Strategy to deliver a major

programme of work in partnarship with industry to get
ahead of the threat to aviation

» Worked ciosely with infernational pariners, multilateral
bodies and industry to strengthen the global gviation
security baseline and to address the threat from
insiders,

» Worked collaboratively across government to publish
the Counter-Unmanned Aircraft Strategy. The Air
Traffic Managernent and Unmanned Alrcraft B will
provide the police with more powers to respond to
and investigate malicious unmanned aircraft use.

» Delveted &t eatensive capacity Aervelopment
programme to improve aviation security standards
globally, through the continued provision of 300
explosive trace detection units to enhance detection
capabilities.

» Rolled out the Overseas Aviation Security Information
System (OASIS) data management system, ailowing
us to analyse security performance in a flexible way.

Maritime Security

- The UK’s National Strategy for Maritime Security
drives the advancement and protection of the UK's
naticnal interests. at home and abroad, through the
active management of risks and opportunitigs in and
from the maritime domain o strengthen and extend
the UK’s prosperity, security and resifience and to help
shape a stable woerld. The maritime security team deliver
this via a range of programmes, working with partners in
government and inaustry.

During 2018-20 the Department has:

» Provided guidance to the shipping and port sectors
on mitigations and response actions to counter-
terrorism risks,

» Conducted port security inspections at over 400
port facilities, 14 British Qverseas Territorias and four
Crown Dependencies.

» Worked with industry and partners e.g. Border Force
and the police, to reduce terrorism risk to UK ports
by reviewing security measures and ensuring vital
infrastructure remains protecied.

» Worked with priority countries 10 advise and assist in
building capability, supporting their improverment of
port security, reducing the risk from terrorism.

» Played a lead role in ranaging risks to the shipping
industry cperating in the Gulf region.

» Coeordinated the maritime security Brexit response
through the Joint Maritime Security Centre (JMSC),
providing risk agsessments, prioritisation and
caordination of assets and surveillance.

+5 Paused pecause of COVID-19 and will be back on track ir September 2020

g
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National Security Science and Research

i The Department’s scientific research programme
supports all this work and continues to contribute to
the safety and security of our transport systern using
evidence and the provision of advice to policy teams.
During 2019-20 the Department:

» Focused our research on understanding the impact of
threats, risks and hazards through the application of
naw technologies to further improve our capatility 1o
protect transport systems.

» Continued to fund a range cf innovative research
projects through the Department’s science and
technology programme.

» Continued to support the £25.5 million Future Aviation
Security Solutions programme which seeks new
solutions to strengthen Aviation security.

The Department leads the government’s
international work to strengthen aviation security
for inbound flights to the UK. Since April 2019, the
Department has undertaken 87 assessments in
25 ceountries and 55 last points of departure. The
Department used the results of these assessments to
inform our strategic activities in the Host States.

Tne Departmeant manages a capacity
development programme to assist in mitigating identified
vulnerabilities and has provided training, equipment and
strategic support t¢ improve aviation security standards
globally. In addition, provided over 280 explosive trace
detection units to enhance detection capabiiities and in
2019-20 have delivered over 100 courses and trained
over 1200 security personnel. The training delivered also
included activities towards sustainable improvement in
Host State capabilities, including mentoring, aviation
security animated training films and work to support
the implementation of Internaticnal Civil Aviation
Organization's ICAQ's) Global Aviation Security Plan.

-0 The success of the international engagement is
reflected through the reassurance from the programme
to support the resumption of British Airways flights from
Islamabad in 2019 and the remaval of the restrictions
on direct flights 1o the UK from Sharm el-Sheikh. The
regular engagement on HMG priorities through the
programme activities also assisted in ensuring a security
focus to the 2019 ICAQ Assembly. The Department’s
aviation programme and security capability continues
to be among the best in the world, showing an upward
trajectory of performance, building confidence for the
travelling public and improving passenger perception at
locations of heightened risk. The cooperative approach
to working with host states means we remain a credible
global partner in aviation security with host states.

COVID-13 curtailed & small amount of Capacity
Development work at the end of the financial year and the
impact on more usual activities is anticipated to continue
for the foreseeable future. However, innovative ways of
delivering support and assurance are being prioritised.

The Department’s cybar security team support
the delivery of the government’s National Cyber Security
Strategy, helping to mitigate and respond to the threat
to the transgort sector. Alongside this, the Department’s
cyber compliance team ensure transport operators of
essential services are compliant with the Network and
Information Security {(NIS) Regulations 2018, During
2019-20 the Department has:

» Continued implemeantation of the NIS Regulations 2018
across the transport sector by supporting operators of
essential services to self-assess their cyber resihence.

» Delivered the annual cyber work programme,
including projects to improve our understanding of
the cyber security of critical systems in the transport
sector.

» Through a cyber incident response exercise
prograrnme, tested respense plans 1o cyber incidents
across all modes of transport.

» Worked across the Department and sector to
raise cyber security awareness including through a
number of publications and internal communications
channels.

» Centinued to work coflaboratively with international
partners to develop global regulations for cyber
security for automated motor vehicles.

» Established an agreement with the United States’
Transport Security Administration for the secondment
of UK and US technical experts with the aim of
strengthen UK-US Transport Security collaborations
in the area of security equipment research and
development.

» launched the Transport Sscurity and Resilience
Science & Technology Strategy to ensure effective
exploitation of science and technology to assure the
security and resilience of transport networks.
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The Air Traffic Management and Unmanned
Aircraft Bill (formerly the Drones Bill) was introduced
into the House of Lords on 9 January 2020. The
Department has worked with the police and other
government departments fo prepare the Bill which
completed Committea Stage in the House of Lords
in February 2020. The Bill will make journays quicker,
guieter and cleaner through modernisation of our
airspace and improve public safaty through greater
police enforcement powers, detarring unlawfur use
of unmanned aircraft and ensuring that offenders are
quickly dealt with in the appropriate manner.

The Bill provides:

» Power for the Secretary of State (delegable to the Civil
Aviation Authority - CAA) to direct airports and other
persons involved in alrspace change to bring forward
an airspace change proposal where this has been
identified as importart through the overall Airspace
Modernisation Strategy.

» Measures to modermise the licensing framework
for en-route air traffic control to enable the CAA to
regulate NERL (NATS En Route Picj more efficiently to
deliver change.

» The power for the police to require an unmanned
aircraft to be grounded.

*» 5top and search powers for the police when certain
offences (specified within the Bill are committed using
an unmanned aircraft,

» Police powers of entry and search of premises under
warrant, and seizure, in respect of certain cffences
relating to or involving unmanned aircraft,

*» The power for an "authorising officer’ (as defined
in the Bill) to authorise property interference or
interference with wireless tefegraphy at airports,
nuclear sites and prisons (only custodial institutions),
for example, in order to prevent or detect specific
offences involving the unlawful use of unmanned
aircraft that do not fall within the definition of ‘serious
crime’.

» Police powers relating o reguirements under the
Air Navigation Order 2016 (ANO 2016) regarding
mandatory registration and competency tesiing which
came into force in November 2019.

» The power for the police to request provision of
avidence of permissions and exemptions as provided
for under the ANO 2018,

» The power to issue fixed cenalty notices for certain
offences relating to or invotving unmanned aircraft,
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Prepare the transport system
for technological progress and a
prosperous future outside the EU

- Following the UK’s departure from the EU, the
Department is playing an important part in ensuring
the UK is able to secure good trade deals with the EU
and across the world. This includes work on future
agreements with EU in areas such as road haulage
and new traffic rmanagement arrangements. This
work also involves close work with other Department
across government and partners across the sector, to
make sure the Department builds an outward facing
union, including by supporting negotiations cn free
trade agreements with countries around the world and
securing the best possible outcome for transport users
and businesses in Brexit negotiations.

Work to increase our global impact is a priority for
the Department. The International Strategic Framewocrk
and development programme now also takes account
of the current international focus on COVID-19. in
particuiar, the UK is continuing 1o position itself as
a globai leader in future transport technology and
SEervices.

Secure the best possible outcome
for transport users and businesses
in EU Exit negotiations

© The Department has maintained its preparedness
for negotiations throughout the year, with roles identified
and a programme of training and development
undertaken. Following the UK's formal exit from the
EU on 31 January 2020, the government gublished
its approach to negofiations on the UK's future
relationship with the EU, which included the negotiating
position for transport. Negotiations are being led by
the government's Chief Negotiator and his team, with
the active involvement of the Department’s officials
on the transport elements. Arrangements have been
established toc ensure the approach to neggctiations is
fully co-ordinated both within the Department and with
other parts of government.

© Ahead of the UK’s exit from the EU on
31 January 2020, the Department did not identify
any new immediate primary legislative needs. During
the transition period. the scope of potential primary
legislation is dependent upon the details and nature of
the future relationship between the UK and EU.

.- 77 Brexit related Statutory Instruments {Sis)
were iaid by the Department ahead of 31 January
2020. These Sls were required to ensure that UK law
continued to function cerrectly in all exit scenarios
and no regulatory gaps existed, Scoping work was
completed in the first part of 2020 to identify the Sis that
may be required in order 1o prepare the UK for the end
of the transition period.

Performance Report
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- . Faoflowing 31 January 2020, the Department
laid 12 EU Transition Related Sls, with a further 23 Sis
remaining to be laid ahead of the end of the Transition
Period. As officials continue to work to combine Sis and
indeed as negoliations develop further, it is conceivable
that this number may change.

Position the UK as a global leader
in future mobility technology and
services

In the Future of Mobility: Urban Strategy,
published 19 March 2019, the Department launched
a wide-ranging Regulatory Review. The Review asks
fundamental questions about how we regulate transport
across eight initial areas of focus:

» Zero Emission Vehicles

» Self-Driving Vehicles (through an existing project with
the Law Commissions)

» Drones and Future Flight

» Innovation in Maritime

» Micromaobility Vehicles

» Transpon Data

» Mobility as a Service (MaaS)

» Buses, Taxis and Private Hire Vehicles.

A number of consultations have been published
cn elements of the Zerc Emissions Vehicies, Self-Driving
Vehicles and innovation in Maritime workstreams, These
addressed. for example, the regulation of autormated
passenger services, and electric vehicle smart
chargopoints. In the Future of Trangport Regulatory
Review, a further call for evidence on regulatory
considerations for micromobility, flexible bus sarvices
and MaaS ran from 16 March to 3 July. Responses
are being analysed and next steps will be published in
autumn. which could lead tc changes to legislation.

Help establish a separate, distinct
international trade policy in
preparation for leaving the EU

The Department is fully involved in the
development of the UKCs trade policy, working with the
Department of International Trade (DIT) to ensure the
interests of transport stakeholders are met in future
Free Trade Agreements (FTAs). To deliver this amibition,
there is a Transport Services Working Group attended
by departments with an interest in this area to ensure
coordinated policy development. A Transport Expert
Trade Advisory Group (ETAG) is iointly chaired by DIT
and the Department to gather the views of stakeholders.
To embed trade policy development in the Department
a DIT Trade Policy Working Group which develops
trade policy for each of the transport modes and
gets clearance for this work through the International
Strategy Board was set up.

The Department has alsc been working closely
with DIT, DEXEU and FCO to deliver continuity of trade
and non-trade agreements, ensuring continuity and
stability for businesses, consumers and investors.
Ffforts are now primarily focused on the negatiation and
implementation of new FTAs which will deliver benefits
for the UK transport secter by reducing barriers to
trade and investment and helping businesses to access
markets they previcusly were not able to.

© 7+ Alongside work on trade policy. the Department
continued 1o develop our rofe on export promotion,
We have initiated engagement with a number of Her
Majesty’s Trade Commissioners (HMTCs), sharing

our knowledge of the strengths of the UK transport
and infrastructure supply chain and building an
understanding of the HMTCs' pricrities in their own
geographical areas.

Working with DIT and the British Aviation
Group the Department has estabiished an Aviation
Exports Board 1o enable strategic engagement
between government departments and senior industry
representatives within the aviation sector to facilitate
growtih of UK exports.

16 Micramobility Vehicies (small devices designed to carry one or two people. of for last mile deliveries E-scooters are an exampie of

micromobiity vehicies;
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* The Department has a leading role in showcasing
UK transport innovation as part of the UK's participation
at Dubai Expo 2020. Expo has been postponed until
Octeber 2021, and the UK pavilion will host a "how
we will travel” event during the Expo event, which
will provide the opportunity to show how the UK is
stimulating innovation, creating new markets and
securing a 21st century transport system. Cver the
course of 2018, the Department supported UK expertise
and innovation at international trade events such as the
26th World Road Congress 2019 in Abu Dhabi, London
international Shipping Week 2019 and TRAKO 2019 to
name a few.

Crossrail International {Cl) was established
in September 2017 to boost UK transport and
infrastructure exports and to help cities around
the world provide worid-class transport networks
by leveraging the expertise develcped through the
Crossrail programme. Managed by a small core team,
Cl utilises experts from Crossrail to provide advisory
and consultancy services to governments and transport
authorities glotally. Through utilising the Crossrail
brand and forming conscrtia with UK based firms,
Cl works closely with the supply chain in the delivery
of its services to maximise benefits to the UK.

Clis now a supplier on six multi-contract
frameworks and has secured consultancy contracts to
support maior nfrastructure projects in a wide variety
of international cities including Auckland, Hong Kong,
Lima, Melbourng, San Francisco, Sydney and Toronto.
Cl's consortia approach and international engagement
has helped UK based companias. both larger firms
and SMEs. secure over £45 millicn in contracts
internationally. The past year has also seen a significant
increase in international engagement; with recent inward
visits inctuding ministers from Canada and Indonesia, as
well as delegations from Israsl, Mexico and Serbia.

- As Cl continues to expand its internaticnal
engagement and offer, the Company is working to
derive greater bensfits from the cpportunities created
by its consultancy work. In line with the government's
ambitions for UK exporters, over the next year Cl
and the Department are seeking to complete internal
preparations for a complementary operating model that
would target larger, longer-term contracts for the UK
ransport and infrastructure supply chain. If successful,
this model will enhance HMG's support for the sector
and strengthen our global competitiveness.
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Crossrail International -
Professional and Consulting
Services, Greater Toronto
Airports Authority, Ontario,
Canada
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The Greater Toronto Airports Authority (GTAA),
operator of Toronto Pearson International Airport,
Canada's largest airport and North America’s
second largest international passenger airport,

is planning a new Regional Transportation and
Passenger Centre, & multi-modal transportation
huty and passenger facility to be located at the
airport.

Cl was instrumental in assembling a UK
consortium offer that has been selected for
inclusion on GTAA's Consultant Roster for
providing professional and consulting services on
an ‘as-and-when' basis in support of the airport’s
new facility.

The team, ted by transport advisers Direx
Solutions, comprises Cl, London and Continental
Railways (LCR), Manchester Airports Groug
(MAG) and Volterra Partners. The synergies
between the teams wil provide significant 4
additional value to GTAA through cross-functional
integration and sharing of international good
practice, benchmarking and lessons learned.

The strength of the UK consortia facilitated by
Cl for GTAA highlights the Company's support

for the Government’s export ambitions and for
strengthening the UK infrastructure supply chain.

G2
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Performanse A-alysis

Promote a culture of
efficiency and productivity
in everything we do

© The Department continues to work towards
efficiency and excellence in the way it works. Across the
sector work continues to speed up the delivery of major
infrastruciure projects and to improve working practices
through the delivery of the Transport Infrastructure
Ffficiency Strategy. In the way the Depariment works,
values of Confidence, Excellence and Teamwork have
become a central to the staff culture, in areas such as
attraction and recruitment, iearning & development,
reward and recognition and heafth and wellbeing.
Empowerment and inclusivity also run throughout
the Department’s vision, values and are another way
in which health and wellbeing of all colleagues is
prioritised, including within its public bodies.

New ways of working, aligned with the
government’s CCOVID-19 advice and the advice provided
by the NHS, and building on developments in digital
services and infrastructure, has enabled the Department
to respond rapidly to the crisis and to work closely with
the sector and other government departments and
delivery partners to restart transport in the UK.

1_Parformance_Report_2020.indd 66

Embed a culture of efficiency and
delivery savings within DfT and its
arm’s length bodies

The Transpoert Infrastructure Efficiency Strategy
(TIES) is a collaboration between the Department,
Transport for London, Highways Engiand, HS2 Ltd.
Network Rail, and East-West Rail. Thrcugh this
collaboration, it aims to ensure transport users and
taxpayers get the best possible returns on every pound
spent on infrastructure by improving the setting up
of projects to deliver better cutcomes; building our
shared benchmarking capability to enable a deeper
understanding of whole life project performance and
costs: and enabiing the wider adoption of innovation.
technology, and modern methods of construction
to drive up productivity and secure greater strategic
benefits,

- TIES is part of the suite of interconnacted
government and sector wide intiatives aimed at
transforming the construction sectar and driving the
post-COVID 18 economic recovery. It's “Living Lab
demonstrator’ 1s operaticnalising this strafegy and
offers a strategic. scalable, sector-wide approach to
maximise the opportunities to drive efficiency savings,
tackie the systemic issues that inhibit change. establish
best practice and enable the delivery of key strategic
cbjectives such as levelling up and net zero.

o\“»
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- The 'Living Lab’ is a transformative collaboration
that also aims to harness the vast quantities of
intefigence that UK infrastructure projects generate to
help identify those modern metheds of construction
that will drive down infrastructure delivery times, reduce
our carbon footprint and improve safety and skilis for
construction workers. Its consortium comprises clients,
the supply chain and academic partners and is part-
funded through the Transforming Construction Industrial
Strategy Chalienge Fund. Over the next two years these
partners will invest more than £16 million in new tools,
processes and data systems to build on, and establish,
best practice in the way we design. build and integrate
innovations within transport assets.

Highlights from Year two included the ministerial
launch of TIES Living Lab', the completion of a high-
impact benchmarking programme to address the needs
of ongoing infrastructure programmes, and the piloting
of a new challenge pane! activity to embed TIES themes
within existing projects. Progress will be detailad in the
TIES Two Years On' report, intended for publication
in the Autumn, This will outline the Strategy’s Year 3
commitments, which will include the Living Lab’s Year 1
milestones.

- The Department’s SME Action Plan was
published in August 2018, The Action Plan outlines how
the Department will meet its aspiration of ensuring that
33% of all procurement spend will be with SMEs by
the end of 2022. The Action Plan includes incremental
in-year targets of spend with SMEs, see Table 2 for
actual and forecasted performance. The Department
has an SME Lead, who coordinates and measures
the effectiveness of the SME activities against the
measures set out in the Department’s SME Action
Plan. The Department's SME Working Group includes
representatives from DT(c), its executive agencies, its
public bodies and trade associates, who meet to share
good working practices and resolve issues to eliminate
barriers 1o SME take up.

To increase the visibility of supply chain
oppcertunities and enhance visibility of spend with
SMEs in its suppty chains, the government published
Procurement Policy Note (PPN} 01/18: Supply Chain
Visibility. The Department’s standard Terms and
Conditions have been amended to incorporate the
additional clauses recommended by PPN, and the
recommendations set out in the Note have been
cascaded across the Department and discussed at
the Department's Procurement Knowledge Networks.
The Department's SME Lead identifies in-scope
opportunities to measure compliance.

Table 2 SME Action Plan performance of the central Department and our Executive
Agencies during 2019-20

SME Spend SME Actual Direct Spend Direct Spend indirect Indirect
Target Performance Actual/ Actual/ Spend Actual/ | Spend Actual/
Forecast Forecast Forecast Forecast
% % %

2015-16 22% 23.8% 11.00% £1.3bn 12.80% £1.5bn
2016-17 24% 29.9% 11.00% £1.2bn 18.00% £2.1bn
2017-18 26% 31.3% 10.50% £1.2bn 20.80% £2.4bn
2018-19 29% 32.6% 12.60% £1.7bn 20.00% £2.76n
2019-20° 31% 10.50% £1.5bn 20.50% £2.95bn
{approx} {approx)
2020-21 32% 10.75% £1.6bn 21.25% £3.2bn
(Bpprox {approx)
2021-22 33% 11.00% £1.7bn 22.00% £3.3bn
(approx) {approx)

1 Due to COVID-19, Cabinet Office has postponed the collation of the FY 2018-20 data unti October 2020. The information will be available

January 2021,
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Preriormarce Report — Pertarmarce Analysis

Where possible, and where on balance it makes
good commercial sense 1o do so, the Department
disaggregates contracts into smaller lots to make
them more accessible to SMEs. For those contracts
where disaggregation is not possible the Department
encourages SME involverment within the supply chain,
for example through consideration in procurement
evaluation processes of SMFE involvement. The
Department’s spend with SMEs for 2018-19 was 32 .6%.
against an in-year target of 29%. This represented an
overall increase of 1.3% on cur previous 2017-2018
spend with SMEs (31.3%).

Regular cashflow is crucial for a SME; the Department's
standard Terms and Conditions for the supply of goods
and services specify payment within 30 days of receipt
of a valid invaoice, and the Department's aim is 10 pay
all valid inveices within five working days of receipt.

In 2019-20. the Department paid 95% of undisputed
supplier invoices within the five-working day target,

and 99% within the thirty-day target. Table 3 shows
performance of the central Depariment and our
executive agencies during 2019-20.

+ 1 2016’s Trangport Infrastructure Skills Strategy set
clear recemmendations 1o address skills gaps across
infrastructure and transpart bodies. These included
streiching ambitions 1o ¢reate 30,000 apprenticeships
in road and rail bodies. Employers are also being
challenged to improve the diversity of the sector, notably
to work towards 20% of engineering and technical
apprenticeships to be filled by women, and for a 20%
increase In BAME representation.

The Strategic Transport Apprenticeship Taskforce
(STAT) was set up to enable leading employers to work
collaboratively to meet these ambitions and reports on
progress annually. Working collaboratively across the
sector has enabled employers to develop inteligence
about skiils needs and gaps, share best practice and
drive innovative sclutions to shared challenges. In July,
the ‘Transport Infrastructure Skills Strategy: Three Years
of Progress’ was publishad. Since STAT began its work:

» 8,200 apprenticeships have been created in road and
rail bodies and their supply chain as a direct result of
public sector procurement.

» The Department has seen commitments to
thousands more apprenticeships from leading
transport employers - notacly doubling the number
of apprentices at Heathrow to 10,000, linked to
expansion of the airport.

» BAME representation now stands at aimost 22% of
the Department's apprentice intake, from a starting
point of 14%.

» The proportion of women taking up technical and
engineering apprenticeships is now over 15%.

» The Department has also seen an increase in degree
level apprenticeships, with wormen proportionately
better represented at these higher levels than men.
Higher level apprenticeships will support efforts to
drive productivity in the sector.

++ In 20189's annual report, STAT noted the challenge
in driving the volumes of apprenticeships that had been
envisaged in the Transport infrastructure Skills Strategy.
Peaks and troughs in the investment cycle have had
an impact on recruitment in the sector and specific
chalienges remain for smaller supply chain businesses.
While employers within the STAT membership are
investing significant sums in apprenticeships through
the apprenticeship levy, employers across the economy
continue o report concerns about its impiementation.

Table 3: Compliance with the SME Prompt Payment Policy 201%-20

Organisation

Within 5 working days
(Target: 80%)

Percentage of targets met

Within 30 working days
(Target: 100%)

Dffe 96% 99%

DVLA 94% 100%

DVSA 96% 100%

VCA 94% 100%

MCA 93% 99%
1_Pertormance_Report_2020.indd 68
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Performeance Heporl — Performance Anglysis
- STAT annual report alse set out clear .
commitments to further develop work on skills in the '
year ahead to help address challenges, including: S .
- page 139

» Promoting commercial models which support
closer working with the supply chain to facilitate
collaboration on skills and to increase productivity.

» Piloting a pre-employment training programme 1o
support those facing significant barriers to entry into
Jjobs and training.

» Piloting two data based shared apprenticeships to
improve digital readiness in the sector {Lavel 4 and
Level 6 Data Analyst/Scientist).

Ensure corporate functions that
support the DfT's work are efficient,
effective and secure

The Departmeant invests in the learning and
development of all its pecple and across all professicns,
and continued to strengthen the pipeline of commercial
skills with a further cohort of successful Commercial
Developmeant Programme. As part of the wider Project
Delivery improvement Programme the Department is
now focused on both buying and growing more project
delivery skills, as well as ensuring we have the right skills
10 support our work.

" - The Department career pathways and associated
competency frameworks guide individuals in their
professional development, and offer professional
gualifications and accreditation. A Head of Profession
is responsible for ensuring those within their profession
are appropriately skilled and qualified — linking in o
cross government professions, professional bodies and
academia. The Department also has active participants
in cross-government talent and diversity schemes,

Cross government talent and development programmes I Cross government early talent and diversity programmes

The Department offered 20 placements on the foliowing
programmes:

» Future Leaders Scheme (FLS), Senior Leaders Scheme
(SL.S) and High Potential Development Scheme {HPDS).
In 2019 19 individuals were selected for FLS, 4 SLS
and 1 HPDS.

» In 2019 we developed a refreshed departmental
apprenticeship strategy.

The Department values diversity and inciusion
in our warkforce culture and is actively working to
develop a socially inclusive transport system. The
Department is committed to developing an organisation
that is diverse and inclusive, where the staff are treated
fairly and feel able to be themselves. These aims are
central to the Department's business and working
relationships. The work 1o progress the Diversity and
Inclusion Strategy ensures that as an organisation the
Department is working to suppoert these values. In 2019,
the Department agreed new organisational values:
Confidence, Excellence and Teamwork. Becoming the
most inclusive employer, the Department can be, is at
the core of these values.

© The 2019 Gender Pay Gap report was published
in January 202¢C. The mean and median gender pay gap
for 2019 across the Departrmental family, inciuding our
executive agencies, is 13.8%, a 1.8 percentage point
deduction from 2018. The mean bonus gap is 17% and
the median bonus gap is 15%. In the core Department
the mean pay gap is 8%, the median pay gap is 9.7%.
The mean bonus gap is. -1.3%, and median bonus gap
I8 -6.2%, both in favour of women. Each organisation
is focused on a number of actions to tackle the gender

pay gap.

» Civil Service Work Experience — as part of the civil service

schools outreach work, we had five students from lower
socic-economic backgrounds.

» Autism Exchange Programme.

» Summer Diversity Internship Programme.

&3
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it is important that the Department operates within
an internal controi environment that enables timely and
effective decision making while safeguarding taxpayers'
money. Although all those in management roles across
the Department have a responsibility in ensuring
compliance with internal controls, the Commercial and
finance professionals aim to facilitate this by placing
themselves at the heart of decision making.

The Commercial and Finance functions review
and advise on ail significant investment decisions
and support the Investment, Portfolio and Delivery
Committee {the commitiee responsitle for approving
high value and/or high-risk investment proposals
(see page 70)). The functions ensure that the Board
members are aware of the key issues including:
providing Accounting Officer assessments (where
necessary); and evaluation of proposals with reference
to Managing Pubilic Money and other HM Treasury
guidance. During the year, the Committee has
considered several significant investrment proposals
including issues surrounding the collapse of Themas
Cook, the Northern Rail franchise agreement as well as
a range of interventions related to COVID-19.

The commercial and finance functions also
ensure that there is a high level of input and control over
the work that ali government departments are required
to undertake. This includes; working with budget
managers to populate the Main and Supplementary
Estimates, working closely with HM Treasury throughout
the year across a whole range of resource and
governance issues, providing managers with Delegation
of Responsibilities letters so that they understand their
budgets, resources and the control environment in
which they must operate.

The Department is making good progress in
developing a replacement to the existing enterprise
reporting planning. This will enable staff across the
Department and its agencies to access a wide range of
maodern financial, Human Resources and commercial
support services that are essential for the day to day
operations of the organisation,

1_Pettormance_Report_2020.ingd 70

-. The Department has taken steps to improve its
understanding and response to cyber security threats,
and in addition changed its approach to IT service
continuity. The cyber security landscape changes
continually and to ensure we remain able to defend
against threats the Department has initiated security
improvement programme, with three main goals:

» Alignment to best-practice cyber security standards.

» Policy review to ensure appropriate risk-based
policies are in place.

» Training, education and awareness for staff on cyber
threat.

" Investment has been made in the modearnisation
of core technologies and extension of avallable
capability from existing suppliers. The intent has been to
reguce legacy 1T rigk and exploit new technologies that
allow us 10 adopt a changed posture in the face of new
threats. Alongside this, the Department continues to
build its Information and Cyber Security capabiity.

Improvements have also been made in T service
continuity with significant investment in new equipment
and online services. During March 2020, as a result of
the UK-wide lockdown in response to COVID-19, the
Department moved to a remote-working mode with
the majority of its staff working away from the cffice.
Improvements made in the IT service provision meant
that the Department was able to run seamlessly and
staff continued to deliver their work without disruption.

e .
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CIn April 2018, the Department ce-published a
report with the Infrastructure and Projects Authority
(IPA}- ‘Lessons from transport for the sponsorship
of major projects’. This identified 24 practical lessons
across five major themes to increase corfidence that
future transport. infrastructure and wider government
projects are delivered with control, predictability and
professional excellence. The key themes arising from
the report were:

3 Accountability must be unambiguous

» Behaviour matters more than process

» Control schedule and benefits as well as coslts
» Deal with systems integration

» Enter service cautiousty.

Foliowing this, the Department. in collaberation
with IPA, investad resource and expertise into the
Project Delivery Improvement Programme {PDIP) to
implement and embed the lessons learmned. To date the
Department has;:

» Supported delivery organisations that deliver nine of
the Department’s major projects, including HS2 Ltd
and Crossrail Ltd. to have undertaken a review of their
activities against the 24 lessons and started to make
changes accordingly.

» Launched a new investment oversight process — an
Investment, Portfolic and Delivery Committae (PDC}
- which considers the Department’s major project
pertfolio, and the delivery of in-flight projects.

» Developed key principles for the governance of major
projects, including designing three main archetypes
for govemance structures, and providing guidance
for roles and responstbilities — in particular, the role of
the Department. and the expectations of the public
bodies, client sponscrs and shareholders.

» Developed behavioural expectations for the Project
Delivery Protfession, aligned to the Department's
corporate values.

» Begun training internal facilitators to run workshops
that aim to instil positive behaviours and promote a
culture of active challenge in the way the Department
runs projects.

» Developed an initiat action plan to meet capacity

and capability gaps, building on the existing Project
Delivery Professicn strategy in the Department.
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© The focus is now on improving project delivery
and the new Portfolio and Project Delivery Directorate
will lead a transformation programme that monitors,
embeds and expands on the key lessons to ensure
the Department is in the strongest possible position t©
oversee successful delivery of significant portfolios.

Performance Report

During 2019-2G, the Department produced
11 Management information (Ml) packs to update
the Board and the Executive Committee on the
Department’s financial position; workforce; priority
milestones; key risks; and external obligations.

Financial information is provided to enable the
management of the Department’s budget through
central case forecasting and the monitoring of
financial risks and opporiunities. Information on key
Departmental risks and mitigations completes a robust
systemn of risk monitoring and moderation, including
updates from the Departrment’'s new risk committee,

Milestones are monitored and rated on
deliverability throughout the vear, to monitor delivery
against objectives. Workforce information is considered,
consisting of actual, forecast and budgeted FTE and
pay costs, and average working days lost across
the central Department and its executive agencies.

The report alse covers performance information on
Freedom of Information requests, Ministerial and official
correspondence, Parliamentary Questions and prompt
payments,

The Degpartment also has a portfolio management
reporting process for major projects, which provides
clear metrics on the costs, schedules and benefits of
projects and the overall portfclio. in addition, delivery
confidence assessments are provided by project SROs.
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Single Departmental Plan
Indicators

+ The foliowing tables sat out, against the SDP
objectives, the latest published position for each of the
SDP indicators. This year's current and previous
data vary betwesn indicators description for each table.

DIT appraised project spend assessed to Be high or very high vim (current = data not yet
published prewous = 2018}

Number of public funded transport mfrastructure programmes in constructlon

Number of transport schemes from NICP currently in construction in England {current =
NICP was nol updated in 2019, previous = end 2018)

Boostlng skms number of apprentlceshlps dellvered

Number of apprenticeships in road and rail - TISS progréss to 2022

Table 4: Support the creation of a stronger, cleaner, more productive economy

Value for money

n/a

na

annuai fngure {current = Maroh 2020 previous = June 2()19)

3,238

curnu\anve ﬂgure (currem = March 2020, prewous = March 2019)

Savmgs to business as a result of deregulatlon since begmnmg of thls
Parliament, £°
{current = since 12 December 2018, previous = 8 June 2017-11 December 2019)

Apprentceship numpers are nol comparable year o0 year due to the clanfication of apprentice starts, with some figures moving from year

ny
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11,254

no qualifying
measures 1o
date

The BIT Is a cross-government target for the reduction of reguiation on business Tne Department had no qualfying measures in eitner
2018-19 or 2016-20 Figures represent the cumulative total measures against the BIT i the the fe of the Parliament, No gualtying
measures were noled in the previous or in the current Parliament to date
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Table 5: Help lo connect people and places, balancing investment across the country

Total passenger kilometres traveiled {all modes)

DfT Passenger transport by mode staustncs km. bilion

Current

Previous

e Arayss

Performance Report

-Average minimum travel tlme to key services in Englra'nd
DT Journey time statistics: 2017 {revised) ~ (current = 2017, previous = 2016)

(il Public transport/walking
{iy Pedal cycle
{iiij Car

Tabte 6: Make journeys easier, modern and reliable

National Rail Passenger Survey, Great Britain: passengers satisfied with their
journey (%)

fcurrent = autumn 2019, previous = auturmn 2018}

808 807
18 18
15 15
1

11

Pravious

fiy Journey 82% T9%

{iiy Station 80% 80%

i) Tramn 78% 76%

National Road User Sastisfaction Survey {replaced by Strategic Roads User Survey)}

{current = March 2020, previous = 2018-19)

(i) Strategic Road Networi 81% 88%

i) Very or farly satished with
(a} Safsty 92% 0%
{0 Upkeep (previous): Surface gualitty icurrenit) 83% 85%
{c) Information provision (replaced by (d) and {e) below) n/a S2%
{d) Permanent Signs (replaces (c) above) 91% n/a
(e} Electronic Signs 85% n/'a
{fy Jourrey Time 79% 87%
(g} Roadworks management 68% 651%

Percentage of trains running on time

The key statistic for train performance was previously the Public Performance Measure

{PPM). which measures punctuality within 10 minutes of a train's scheduled arrivar at

its destination. The 'On-Time' measure which measures tran punctuality to within one

minute at each recorded scheduled stop was introduced in April 2019 and 1$ now the man

statistic used to assess rail performance.

Pubiic Performance Measure 86.2% 86.3%

On-Time 64.8% 63.4%

{ourrem 2013-20. prevuous = 2018 19)

Proportlon of non-frequent bus sServices running on tlme, England

On Time punctuality measure: sarly or less than one mimute after the scheduled time n/a 83%

{current = data not pubhshed previous = 2018- 19)

Average delay on strategnc roads and average delay on local ‘A'roads, England

minutes

(current = 2019-20, previous = 2018-19)

(i) SEN 9.3 9.4

(if Local A Roads 43.7 43.1

Proportion of flights on time (early to within 15 minutes), UK {%)"

(current 2019, previous = 2018) 75% 71%

Use of Smartphones/apps for journey planning

n/a

(currem Questron not asked since prewous prev OusS = December 201 8)
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. The current work the Departrment is undertaking
to develop a Transport Decarbanisation Plan and
accelerate the shift 1o zerp carbon transport builds
on a series of policy interventions, incentives and
strategic decarbonisation initiatives the government
has implemented over the past couple of years. Some
examples of this work have been listad below,

Road transport

Road transport makes up nearly 90% of
domestic transport em|SS|ons .

S - It is therefore
vital that the UK remains at the foretront of the transition
to zero emission vehicles. The Office for Low Emission
Vehicles (OLEV) is & joint unit between the Department
and BEIS which in March 2020 was allocated over
1 biflion at Budget to support the transition to zero
emission trangport on the HIK roads. Funding includes
over £500 million to keep plug in vehicle grants to 2023
and 2500 million over the next five years to support the
roll out of charging infrastructure. As a result, OLEV is
now investing nearly £2.5 bilion to support the uptake
of zero emission vehicles, with grants available for
plug-in vehicles (cars, vans. taxis. trucks, buses and
motorbikes) and associated charging infrastructure
{at home, at the workplace, for taxis and private-hire
vehicles, on residential streets and across the key
strategic road network). OLEV led a consultation which
closed on 31 July on bringing forward the end to the
sale of new petrol and diesel cars and vans frcm 2040
1o 2038, or earlier if a faster transition appears feasible,
as well as ncluding hybrids for the first time. GLEVY
are considering résponses ta the consuttation in detail
and the government response will be published in due
course.

+ Technical measures, such as the need for rapid
renewal of the road vehicle fleet with zero emission
vehicies will deliver substantial reductions in greenhouse
gas emissions. but the Department is also warking
proactively fo consider how people and goods travel 10
help deliver the carbon emissions reductions needed to
meet carbon budgets and net zero.

" In February 2020, a £5 bilion package of new
funding for buses, cycling and walking was announced.
This investment will complement numerous projects and
funds already available. Theseg include the £20 milion
fund to support demand-rasponsive bus services in
rural and suburban areas, part of a wider bus package
announced in September 2019; the £2.5 billion
Transforming Crties Fund to tackle congestion and foster
public transport networks: and the £10 bilion Sngle
Housing infrastructure Fund to support local authorities
in the dehvery of their cycling and walking mfrastructure
prionty and plans.

1_Performance_Repart_2020.indd 84

- Further investment priorities were setl out inthe
long-term cycling and walking plan, published in July
2020, which includes a range of actions to increase
active travel, including through £2 tillion of dedicated
investment over the next five years, to meet existing
aims and targets to double cycling, increase walking
activity and increase the percentage of children that
usually walk fo school by 2025, Actions cover a range
of infrastructure and behaviour change interventions,
including provision of safe and direct cycling and
walking netwnrks and cycle training. The £5 billion
package also includes a commitment 1o at least 4,000
Zerc-emission buses, 10 make greener trave! the
convemem opﬂon o - :

' The Department Is als¢ working with the freight
industry to promote practical action that heavy goods
vehicles operators can take to improve efficiency
and meet their voluntary commitment to reducing
greenhouse gas emission by 15% by 2025, based on
2015 levels.

The Department is investing in the existing
strategic road network to secure safer and more reliable
journeys for all users, be they pedestrians or cyclists,
drivers or passengers, for work, leisure or transporting
freight. Additional capacity 1s being created where
necessary to create more resilient and free-fliowing
iinks, especially at key junctions. These enhancements
can help reduca emissions by minimising the amount
of stationary traffic with its associated braking and
acceleration.

The Department expects the additional
contribution to greenhouse gases of the new road
schemes funded by the second Road investment
Strategy wili be around 0.27 MtCG2e through to the
end of 2032 (for reference, domestic gresnhouse gas
emissions rom transport in 2018 were 124.4 MICO2a),

These additional greenhouse gas emissions
are expected to be offset by the significant emissions
reduction expected to be achiaved through the other
elements of the Department’s pian to decarbonise road
trangport
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UN Sustainable

Development Goal

8. Decent work and
economic growth

Promote sustained, inclusive
and sustainable economic
growth, full and productive
emplayment and decent work
for alf

DIT activity

»

Commissioned and considered the independent advice of the Oakervee Review and
corfirmed in February 2020 that the H32 project will go ahead, heiping to improve
connectivity and rebalance the economy. The evidence makes clear that the scheme will
contribute towards sustainable growth spreading prosperity and opportunity more evenly.
S A AR G L JOVETTTTIRNE DG AT I DIME eSS e thy?

Introduced a 2500 milhon fund to remstate local rail services in England and Wales, and
reopen train stations. Ten bidders have been successful in their apglication during the first
round of funding and are now developing a business case. 50 bids from across England
and Wales were submitted as part of the sacend round of fund;ng in June 2020 T
SON TS0 Lol hoahioas e T2ty LEeT s v matne ity Al e

i Shrn Sra ned-nnk Sl one
Workung WI‘{h interested local authormes tc determine how the Bus Services Act 2017
powers, including cpen data powers, can best support bus networks and operators in
their areas.

Alongside BEIS, announced £36.7 million (March 2020) to foster a green supply chain
for the transport manufacturing industry and create four new, cutling-edge centres

of excellence — based in Newport, Nottingham, Strathclyde and Sunderland — which
will bring together climate change picneers to electrify transport machines, such as
planes, shlps and cars and their components RIS W A OV ak, OWPITIMBNL 1 4%
G2 aernment Lanks Jleanerpifiah - anc-aui e ey e AT amy N by

9. Industry, innovation and
infrastructure

Build resilient infrastructure,
promote inclusive and
sustainable industnalization and
foster innovation

»

As set out in the Decarbonising Transport: Setting the Chalienge document (March 2020),
continued to work 1o utilise the UK’s worid-leading scientists, business leaders and
innovators 10 position the UK as an internationally recognised leader of environmentally
sustainable technology and innovation in transport.
Announced £300 million of joint investment with industry, through the Future Flight
Challenge {August 2019) to support the development of innovative aviation systems, the
infrastructure, and regulations needed to support them S e e
WS M- AT Tele RIS v ants g 4 A g -ty -HU-; TUR N TSRS TTE
Awarded over £1.6 million of funding to a range of rait decarbonlsatmn prcjects in 2019
and 2020, including the Hydro FLEX project that will see the UK's first operating hydrogen
train tested on Network Rail’s maintine infrastructure.
Awarded £6.5 million 1o two innovative ranewable fuel projects through the Future Fuels

for thht and Freight Competmon (December 2019). nhins: wews GOk, Yo
(’ ‘\ W rl}‘-\ \IJI’ H l t’ 'I (‘1 f\( l f»" A ’ { J‘E_,( :ﬁi, M_I |1(A ‘ ;'t ’H—‘ r\l J a
Announced a £3.4 million |nvestment in tnals far wareless charging of electnc taxis in

Nottlngham {January 2020) RITA S g LEsl 6w slecinc-has 1o go
R R PR TR O RN Rt WA R g
Suppomng smart ideas and early stage R&D projects to enable a better transport system
in the UK through the Transport-Technology Research Innovation Grants (T-TRIG). i,
RAEGT L GUVETTIMIEN GUBDRCATONS transnorn techncicyy esearch INnoVE 00 g
[?'i_r,_;'hlr‘-'j"' g WO
Provided £2.6 million for the Clean Maritime Awards, supporting clean maritime innovation
through MarRI-UK.
l_aunched a call for evidence {March 2020) to inform the Future of Transport Regulatory
Review, ensuring that our regulatory environment is robust but innovative, flexible and
data-driven to support the testing and deployment of innovative transport technologies.
The call for evidence closed in July 2020 and the Department is reviewing responses.
hitps://assets.publishing. service. gov.uk/government/uploads/system/uploads/
attachment_datafile/87 3363/future-of-transport-regulatory-review-call-for-evidence. pdf
Committed £27.4 billion for the operation, maintenance, renewal and enhancemant
of strategic roads in England from 2020 to 2025 to improve safety and reliability of
journeys across the country. This funding will deliver benefits for all road users, including
pedestrians and cyclists; it secures environmental and air guality improvements and
includes a dedicated innovation fund.

I 1_Perlgrmance_Report_202Cindd 7%
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UN Sustainable DIT activity

Development Goal

11. Sustainable cities and »
communities

Make cities and human

settlements inclusive, safe,

resilient and sustainable b

Running the £2.45 billion Transforming Cities Fund to drive up productivity through
improved connections between urban centres and suburbs. Supplementary guidance
for shortiisted cities was published in March 2019, s < vawawy gov ax government,
rubcatons apply -tor the-r VUL ES UnS
Announced £5 billion in February 2020 to support bus services, cycling and walking and
make every day journeys easier, greener and more convenient. Tha first stage of this
investment was allocated to local authorities in July 2020 as an Emergency Active Travel
Fund (£250 million) to support, amang other initiatives, the deployment of pop-up bike
lanes with protected space for cycling, wider pavements, safer junctions and cycle and
bus-only corridors. "*i;v% : Fgow U QOVETTIMENT DU CATONS EMergensy-autve - Ira o
anc-leo s hansport -aathar Ty iocat-ons Announced a multimilion deal for bus users
(September 2019), which includes plans for Britain’s first all-electric bus town for which
local authorities were invited to bid for funding from February to June 2020. hitps:
gov.ugoUament Lublnatons & petter deal-fornus users a-better deal-tor-nd 5
Supported the registration of over 243,000 uitra-low emission vehicles (ULEVS) since 20?0
on UK roads, helping make the UK the third largest market for ULEVs in Europe in 2019.
Consulted on amending building regulations to include requirements for electric vehicie
chargepoint in new residential and new and existing non-residential buildings (2019).
PSS T b 30y LIRS gove; IOeNLCoNsUTATONS SIBCTIC cenitie chageporas In-residentzi-
and-non-ragicdenta; oldngs
Supported 86 iocal authorities to date in the roll-out of electric vehicle chargepoints
through a boost to the On Street Residential Chargepoint Scheme (now £20 million} and
continuing 1o support local authorities in the deployment of zero emission buses through
the £48 million Ultra-Low Emission Bus Scheme. hilps s Qo U GOVE! NIMen i ewss,
wunckeg-for- an-shrest-chargepzts -Goulizd-10-1eil cnarge-un-e-8cingG hicle rovoiabon
With other Government departmenits, put in place a £3.8 billion plan to reduce harmiul
emissions from road transport, including £880 million to help locat authorities to develop
and implement local air quality ptans.
Alongside Defra, we are providing financial and expert support to 61 tocal authorities to
develop innovative plans to improve air quality, including Clean Air Zones (CAZs).
Published the Future of Mobility: Urban Strategy (February 2019} to set out the
Government's approach ta maximising the benefits from transport innovation in cities and
towns.

o

FTL

13. Climate action »
Take urgent action to combat
climate change and its impacts  »

Developing a comprehensive and cross-modal Transport Decarbonisation Plan to look at
how the transport sector can be decarbonised.

Published ‘Decarbonising Transport: Setting the Chailenge’ document (March 2020)
which sets out the scale of the action needed for a net zero transport system in the UK by
20850, building on previous work undertaken by the Department to fostar green transport,
including the 2019 Ciean Maritime Plan, the 2018 Road to Zero Strategy, the 2018
Aviation Green Paper and the 2017 Cycling and Walking Investment Strategy. hitos:
WA OV LK/QOVErMITEnt DURicalons, Sreating the: ransport-aecarhon saton-pian
Running the Renewable Transport Fuel Obligation (RTFQ), a certificate trading scheme to
support low carbon fuels, which saved 2.88 milion tonnes of CO, emissions in just the last
three quarters of 2018 (the equivalent of taking 1.8 million vehicles off the road for a fult
vear) and expected to save further nearly 85 million tonnes of CO, from 2017 to 2032.
Working with Defra and transport operators to look at the interdependencies and potential
for cascading failures from more severe and frequent climate events {e.g. flooding).
Commissioned the Met Office 1o review the worst-case scenarios behind the Department
climate change risk assessment models, to ensure these are robust.

Supporting local Highways Authorities through the £578 milion Locai Highway
Maintenance Incentive Fund to improve behaviours and efficiently address emerging
climate change issues.

Advocating for ambitious and giobal cooperation at the International Civil Aviation
Organisation {{CAQ) and International Maritime Organisation (IMO), aiming to reduce
carbon in a global economy, ane of our strategic priorities set out in the Decarbonising
Transport: Setting the Challenge document

1_Performance_Repori_2020.ndd 60
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UN Sustainable

Development Goal

15. Life on land

Protect, restore and promote
sustainable use of terrestrial
ecosystems, sustainably
manage forests, combat
desertification, and haft and
reverse land degradation and
halt biodiversity loss

DFT activity

Working with Defra to introduce an ambitious Environment Bill which will provide the
framework for setting new, legally binding long-term environment targets, including on air
quality and biodiversity.
Comrnitting Highways Fngland and Network Rai! to achieve no net loss in biodiversity
across their existing enhancement projects and roadside estate by 2025 and to achieve
biodiversity net gain by 2040.
Anncuncing a £345 milion Environment and Wellbeing ring-fenced fund 1o invest in
measures to improve environmental outcomes as part of the Road Investment Strategy
2020-2025 (March 2020). i s AW s GOy s 30 -TINEND LT e Gied - =
slatogy sl -0 e T
Working closely with HS2 [td to realise no net loss to biodiversity and minimise the impact
HS2 wilt have on the environment by creating 33 square kilometres of new and existing
witdlife habitat (an increase of around 30%), planting seven million new trees and creating
or translocating at feast 400 kilometres of hedgerows.
Empowering local communities to realise their own landscape, conservation and
environmental objectives. This includes £7 million awarded to local groups in the Chiltterns
and the Colne Valley, £40 milion committed to the Community & Environment (CEF) and
Business & Local Ecenomy Funds (BLEF), and a £7 mition Woodland Fund offering grants
1o support landowners and communities to create new native woodland and restore
plantation on ancient woodland sites which wilt offset the environmental impacts of HS2
further,

1_Performance_Report_2020.indd 81
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Policy development

= Transport is the largest emitting sector in the
UK, contributing 28% of domestic greenhouse gas
{(GHG) emissions in 2018, Transport emissions are 3%
lower than in 1890, The Department acknowledges the
urgent need to tackle GHG emigsions from the sector.

[

[

-+ In June 2019, the UK passed a law to reach net
Zero GHG emissions by 2050. in response to the net
zero legislation in Octolber 2019, the Secretary of State
for Transport announged that the Department wouid
cevelop a Transport Decarbonisation Plan. The plan will
take a holistic and cross-moda! approach to transport
decarbonisation. It will consider where and how people
and goods travel and sets out in detail what will be
neaded to deliver significant emissions reduction in the
sector, including through place-based solutions and the
use of technology.

"~ In March 2020, ‘Decarboenising Transport: Setting
the Challenge’ was published. This document is the
first step tc developing the policy proposals of the full
Transport Decarbonisation Pian. The cross-modal
docurnent presents transport modes and their current
GHG emissions, the existing strategies and policies
already in place to deliver against our current targets
and any future activity or work already committed
or underway. The document sets a vision for a net
zero transport system and six cross-cutting strategic
priorities (figure 1).

1_Pedormance_Report_2020.indd 82

i The 'Decarbonising Transport: Setting

the Chailenge’ document marked the start of a
comprehensive stakeholder engagement process

1o assist the development of the full Transport
Decarbonisation Flan and its vision for a net zerc
transpoert system in the UK. 1t also announced the
faunch of net zero Transport Board, which convened
for the first time in June 2020, to offer external
advice on the Department's approach to transport
decarbonisation.

The Department is working with other
government departments, all communities and
incdustry around the country to develop the Transport
Decarbenisation Plan - to make our towns and cities
better places 1o live, help 1o create new jobs, improve
air guality and our health, as well as taking urgent action
on climate change. Alongside Defra, improving air
quality also remains a top priority for the Department.
The Department continues to take robust and
comprehensive action to improve air quality in the UK
and minimise public health impacts. especially during
the recovery from COVID-19, aiming to use the powar of
transport to make Britain a better and greener place 1o
lve.

Waorking closely with BEIS, FCO and Cabineat
Office, the Department is alsc making strides to
strengthen international cooperation with foreign
governments, cities, industry, businesses and civil
society, aiming to cocrdinate global action, align
transport decarbonisation policy and targets and
accelerate the shift to net zero transport ahead of
COPZ6 in Glasgow in November 2021.
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Figure 9: Strategic Priorities

Accelerating modal

E '-Q shift to public and
&

active transport

+ Help make public transport and active
travel the natural first choice for daily
activities

* Support fewer car trips through a
coherent, convenient and
cost-effective public network; and
expiore how we might use cars
differently in future

* Encourage cycling and walking for
short journeys

¢ Explore how to best support the
behaviour change required

Decarbonising how
we get our goods

* Consider future demand and changing
consumer behaviour for goods

¢ Transform ‘last-mile’ deiiveries —
developing an integrated, clean and
sustainable delivery system

» Optimise logistics efficiency and
explore innovative digitally-enabled
solutions, data sharing and
collaborative platforms

and innovation

* LHilise the UK's worid-leading
scientists, business leaders and
innovators to position the UK as an
internationally recognised leader of
environmentally sustainable
technolagy and innovation in transport

* Build on expertise in the UK for
technolagy developments and
capitalise on near market quick wins

1_Perlormance_Report_2020.ndd 83

UK as a hub for green
transport technology

Decarbonisation of
road vehicles

Support the transition to zero emission
road vehicles through:

regulatory framework

strong consumer base

market conditions

vehicle supply

refuelling and recharging infrastructure

energy system readiness
Maximise benefits through investment
in innovative technology development,
and development of sustainable
supply chains

Place-based
solutions

Consider where, how and why
emissions occur in specific locations

Acknowledge a single solution wilt not
be appropriate for every location

Address emissions at a local level
through local management of
transport solutions

Target support for local areas,
considering regional diversity and
different solutions

Fine

"{1#,"")' Reducing carbon in

4,@ a global economy

Lead intemational efforts in transport
emissions reduction

Recognise aviation and maritime are
international by nature and reguire
international solutions

Harness the UK as a global centre of
expertise, driving low carbon innovation
and global leadership, boosting the UK
economy
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i1 14 The current work the Department is undertaking
to develop a Transport Decarbonisation Pian and
accelerate the shift to zero carbon transport buiids

on a series cf policy interventions, incentives and
strategic decarbonisation initiatives the government
has implemented over the past couple of years. Some
examples of this work have been listed below.

Road transport

Road transport makes up nearly 90% of

dOmCquC trans port cmigsions. e,

e T ot e g b :

Co N It|stherefore
vital that the UK remains at the forefront of the transition
to zero emission vehicies. The Office for Low Emissicn
Vehicles (OLEV) is a joint unit between the Department
and BEIS which in March 2020 was allocated over

21 bilion at Budget to support the transition to zero
emission transport on the UK roads. Funding includes
over £600 million to keep piug in vehicle grants to 2023
ang £500 millon over the next five years to support the
roll out of charging infrastructure. As a result, OLEV is
now investing nearly £2.5 billion to support the uptake
of zero emission vehicles, with grants availlable for
plug-in vehicles (cars, vans, taxis, trucks, buses and
motorbikes) and associated charging infrastructure
{at home, at the workplace, for taxis and private-hire
vehicles, on residential streets and across the key
strategic road network). OLEY led a consultation which
closed on 31 July on bringing forward the end to the
sale of new petrol and diesel cars and vans from 2040
to 2035, or earlier if a faster transition appears feasibis,
as well as including hybrids for the first time. OLEV

are considering responses 1o the consultation in detail
and the government response will be published in due
course.

i Technical measures, such as the need for rapid
renewal of the road vehicle fleat with zero emission
vehicles will deliver substantial reductions in greenhouse
gas emissions, but the Department is also working
proactively to consider how peopie and goods travel to
help deliver the carbon emissions reductions needed to
meel carbon budgets and net zero.

" In February 2020, a £5 billion package of new
funding for buses, cycling and walking was announced.
This investment will complement numerous projects and
funds already available. These inciude the £20 million
fund to support demand-responsive bus services in
rural and suburban areas, part of a wider bus package
announced in September 2019; the £2.5 billion
Transforming Cities Fund 1o tackle congestion and foster
public transport networks; and the £10 billion Single
Housing Infrastructure Fund to support local authorities
in the delivery of thair cycling and walking infrastructure
priority and plans.

Hi
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1.« Further investment pricrities were set out in the
long-term cycling and waiking plan, published in July
2020, which includes a range of actions to increase
active travel, including through £2 billion of dedicated
investment over the next five years, 1o meet existing
aims and targets to double cycling, increase walking
activity and increase the percentage of children that
usually walk to school by 2025, Actions cover a range
of infrastructure and behaviocur change interventions,
including provision of safe and direct cycling and
walking networks and cycle training. The £5 biliion
package &also includes a commitment to at least 4,000
zero-emission buses, to make greener travel the
convenient option, ~ e v s e
!+ The Department is also working with the freight
industry to promote practical action that heavy goods
vehicles operators can take to improve efficiency

and meet their voluntary commitment to reducing
greenhouse gas emission by 15% by 2025, based on
2015 levels.

The Department is investing in the existing
strategic road network to secure safer and more reliable
journeys for alt users, be they pedestrians or cyclists,
drivers or passengers, for work, Ieisure or transpariing
freight. Agditional capacity is being created where
necessary to create more rasilient and free-flowing
links, especially at key junctions. These enhancements
can help reduce emissions by minimising the amount
of stationary traffic with its associated braking and
acceleration.

" The Department expects the additional
contribution to greenhouse gases of the new road
schemes funded by the second Road investment
Strategy wili be around 0.27 MICO2e through to the
end of 2032 {for reference, domestic greenhouse gas
emissions from transport in 2018 were 124.4 MtCO2¢).

- These additional greenhouse gas emissions
are expected 1o be offset by the significant emissions
reducticn expected o be achieved through the other
elements of the Department’s plan to decarbonise road
transport.
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Air Quality

The most immediate air quality challenge
is tackling the problem of nitrogen dioxide (NO,)
concentrations around roads ~ the only statutory air
guality limit that the UK is currently failing 1o meet.
The 2017 UK Plan for Tackling Roadside Nitrogen
Dicxide Concentrations sets out how we will achieve
compliance in the shortest possible time. Alongside
Defra. the Department, through the Joint Air Quality
Unit, is working closely with 61 English local autharities
and has placed legal duties on them to tackle their
NO, exceedances. This work is being supported by
government investment of £880 million and through
the provision of financial and expert support to local
authorities to develop innovative plans that include
measures such as traffic management, charging zones
and support for vehicle upgrades/retrofitting.

Rail

- The Department recognises the contributicn of
the railway to decarbonising transport by attracting
passengers and goods from more polluting forms of
transport. The Dapartment will spend £48 billion on the
railway between 2019 and 2024, improving its safety
and relability so it continues to contribute in this way.
Funcing has also been introduced across England and
Wales to reinstate jocal rail services.

- Work continues to reduce carbon emissions
through ongoing electrification and introduction of
new rolling stock. The Department is working closely
with Network Rall and industry stakehoiders tc further
reduce the railway's carbon emissicns, including
determining which parts of the netwerk where diesel
trains currently run are best suited to use of hydrogen or
battery trains, or further electrification.

Aviation

- The Department is considering the aviation
agvice of the Cormmittee on Climate Change received in
September 2019, The government’s position on aviation
and net zero will be published for consultation later this
year.

* - The Department is investing £1.95 billion from
2013 to 2026 in aerospace R&D, but also supporting
the develcpment of the infrastructure and systems
needed to foster aviation innovation. In August 2019 the
Department announced £300 million of joint investment
with industry, through the Future Flight Challenge. This
will support the development of innovative aviation
systems, and the infrastructure and regulations needed
{0 support them.

The aviation industry’s decarbonisation roadmap
suggests that air traffic management and operationat
improvements are likely to reduce CO._emissions from
UK aviation by around 4.6% by 2050 relative 1o 2016,
with the potential for additional savings from future
innovations. As we develop alternative technology. the
Department recognises that airspace modernisation can
play a key role in reaching net zero by 2050. Mare direct
routes, faster climbs and reduced need for holding
stacks can bring capacity benefits for airports, reduce
costs for airlines and reduce delays for passengers,
while creating opportunities to reduce carbon emissions
and noise. The Department is working closely with
the UK Civil Aviation Authority (CAA} to promaote
airspace modernisation and is currently reviewing the
recommendations of the Airspace Change Organising
Group (ACOGY's report to understand what changes
o existing regulation and policy may be needed,
especially after the challenges to the aviation sector
brought about by the COVID-19 pandemic. ' .

Shipping

In 2019 the Department published its Clean
Maritime Plan, which set out the UK's pathway to
zero emissions shipping. It identifies ways 1o tackle
alr pollutants and greenhouse gas emissions while
securing growth opportunities, placing the UK at the
forefront of the global transition to clean shipping. In
publishing the plan, the UK became one of the first
countries to publish a strategy on domestic action to
reduce shipping emissions.

~ Implementation of the Clean Maritime Plan
is underway. The Department has fundad two
competitions for earty stage innovation projects in
clean maritime, and will launch soon a consultation, on
whether and how the RTFO could be used to encourage
the uptake of low carbon fuels in maritime, and a call
for evidence on the role of economic Instruments in
supporting the transiticn 1o zero emission shipping.

16/09/2020 15:05 -
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Climate change adaptation and
resilience, and impact on rural
areas

Transport networks across the UK must be
resilient against a wide range of incidents including
those caused as a result of climate change. We must
continue to work on transport policies and adaptation
plans that are robust with the aim of ensuring a resilient
transport sector for the future.

© The National Adaption Programme published
in July 2018 sets out the government's adaptation
measures, including a range of actiocns which will
increase the resllience of the UK to extreme weather
events. The Department works closely with its public
bodies, transport cperators. stakeholders and the wider
sector on climate change risk assessment, mitigation
and resilience. For example, the Department liaises
with the maritime trade associations regularly 1o ensure
ports are kept aware of the potential effects of climate
change, such as more frequent severe weather, or
increased risks of fidal surge, and can assess risk and
what mitigation might be needed.

The Department will keep incorporating
adaptation into its major plans and strategies, thereby
ensuring that infrastructure project management and
appraisals take adaptation into account. which will
ensurg sustainable economic growth. For example, in
consultation with the aviation industry, the Department
will produce guidance on the mimmum expected
resllience standards for the aviation sector, and
recommendations on how toc best future-proofing
airport operations against severe climate change related
events.

The Department has also incorporated Defra’s
refreshed 2017 National Rural Proofing Guidelines into
its appraisal system. Policy makers address particular
questions and actions at each stage of the policy cycle,
including design, develcpment and the implementation.
This rural-proofing impact assessment is designed
to cperate as a checklist to ensure key impacts are
picked up for further consideration as part of the
comprehensive appraisat system.

© -1 The Department also provides extensive
appraisal guidance for investments in transport
schemes n the form of the Web-based Transport
Analysis Guidance (WebTAG), which highlights in several
places the need to consider rural iImpacts,
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Performance Report

Sustainable
Development

The Department continues to strive to deliver © - Network Rail will come within the scope of GGC
a more sustainable transport system, recognising its reporting from the next iteration of GGC targets, due to
own estate, and business travel should be managed in start in 2021,

an eqgually sustainable manner. There are government
drivers in the form of the Greaning Government
Commitments {GGC), which provides the structure and
standard of sustainability performance to be achieved.

Summary of performance

© -+ In 2019-20, the Department made very good

The Department has an Operations Sustainability progress in three GGC target areas:

Strategy that encompasses the central Department
and its public bodies {excluding Network Rail). This
details how each organisation will contribute to the
achieverment of GGC targets, A new five-year Strategy
will be developed in 2020-21, to show how the
Department proposes to deliver on the next iteration of
GGC targets, due to start in April 2021, and start the
development of a trajectory towards net zero for the
Department's estate and business travel.

» Reducing Greenhouse Gas Ermissions
» Reducing Domestic Business Flights
» Reducing Paper Usage.

The Department is on track to meet the 2021
targets for Greenhouse Gas Emissions. Domestic
Businass Flights, and Paper Use. There has aiso been
improved performance against the Waste to Landfil,
and Water targets in comparison to 2018-18. aithough
the Department is currently achieving the target in
gither of these categories. Details of the Department's
sustainability performance metrics are set out in
tables 10-13.

ExCo receives regular updates on the
Department ‘s performance against GGC measures
The Department also repart perfermance against GGC
targets on a quarterly basis to Defra, who collate returns
across central government, to produce a consolidated
picture of performance. The data provided in this report
covers the central Department, DVLA, VCA, DVSA,
Highways England, MCA. British Transpert Police and
HS2 Ltd. While this report will highlight some of the
activities undertaken by these public bodies. to improve
sustainable performance. more detail can be found in
the individual Annual Reports and Accounts for each
organisation.

Table 10: Target (by 2019-20 compared to GGC 2009-10 baseline)

Progress to Date

Reduce Greenhouse Gas (GHG) emissions by 44% 48.30%
Reduce domestic business flights by 37% 45.22%
Reduce the amount of waste going to landfill by 10% 14.40%
Reduce total estate water consumption by 9% Increase of 4.13%
Reduce paper use by 56% 58.40%
&
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Tabie 11: Greenhouse gas emissions

Greenhouse Gas {GHG} . 7 »
Emissions 2014-15 20161 2017-18 20

Scope 1: Direct

emissicns 16,585 16,618 20,481 18.667 22 831 18,978
GTQSS Scope 2: Indrrect
Emissions BMIsSIoNs 125,493 104,944 94.437 93,836 74,096 64,759
{tonnes e - i -
CO & Scope 2: Busmess
‘ Travel emissions 6,927 8217 8,705 9,682 13.367 13,642
Total Emissions 149,015 132,779 123,623 122,185 110,294 98,379
Estates electnoity
{kWh) 67.014.564 66302021 62280588 62560792 53890162 50,875,879
kWh per head 2,683 2.478 2,271 2,188 1,995 1,857
Relatad Estates (HE roaq
GConsumption network) electncity
Data {(kWh} 172.988.660 165,404,778 175280.000 188,760,000 206,503,380 202,486,564
Private car usage
(million road miles) 574 8.43 6.47 838 1461 14.36
Hire car usage
{(milion road mies) 11.90 10.76 10.22 9.93 14.51 14.75
Total energy
expenditure £37,240,817 ©31,056.916 £32.151.988 (35,975,506 €43.175,106 £44,545675
Financial CRC related
Indicators expenditure £2.432,.242 £2.463.084 L2001,105 £1.855443 01696223

Exbendﬂure on
business travel £11,043926 £12,689,336 £11,801.809 L£12,207.647 11535754 £11,773,080

Direct
Impacts

Scope 1 — this includes direct consumption of gas, LPG and Gas Qil to our bullt estate and fuel consumption by vehicles
owned by the central Department and its delivery bodies.

Scope 2 - this covers electncity supphies to our buildings. cur surplus property portfolo and the Strategic Road Network.
Scope 3 - Business travel undertaken by staff using 3rd party transport including hire car use).

indirect
impacts

Road transport accounts for the largest share of the UK's transport greenhouse gas emissions. The Department and its public
bodies are working to reduce this impact through policy change that encourages the use of zero emissions vehicles. promotes
the installation of electnc vehicle chargepoints and supports the modal shift to active travel and public transport.

1 tonnesCO e = tonnes of carbon dioxde eguivalent emissions
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.+ The Department's consumition across mary
indicaters has decreased when compared to 2018-19,
as reduction measures and initiatives implemented in
previous years begin to take effect. The Department
continually seek to improve the management: and
understanding of water and energy use with the aim
of reducing both overall and FTE consumption.

Table 12: Water sustainability

e iess | areis | e

The volume of waste generated from administrative
estate increased slightly when compared to 2018-19. The
increase is attributed to construction waste, from projects
that are providing a more flexible and adaptable working
environment, which negated what would otherwise have
been a 1% decrease in waste generated.

Performance Report

ir-n | _oiat0 2o |

Estates water 170.743 199,706 204,027 220,937 233,029 209,499
Non - m° per head 6.84 7.46 7.44 7.76 8.49 7.59
Financial = ‘ kf T T
InGicators missions from
waler consumption
{tonnes CO.e) 58.75 68.72 70.21 76.02 80.16 72.07
Table 13: Waste sustainability
Wese [ oiets | aoiete | e s _oiado | o
Total admin waste 3.774.65 3.832.02 4 740.68 4.648.68 3,710.75 3,726.57
TF\'C'“ - Recycled wasle 236140 237376 2.702.56 274366 2.694.91 2763.29
Inanciat e —
Indicatars Ko per head 137.95 131.00 156.44 163.29 136.25 136.01
Percentage recycled 52.56% 60.37% 57.01% 59.02% 72.62% 74.17%

Direct and indirect Impacts

Highways England continues to collect more than 150.000 sacks of litter each year on the Strategic Road Netwark.

.+ Approximately 74% of our waste generated
was sent for racycling. We continually seek to
minimise the amount of wasie that goes to landfil
by segregating waste at our sites and working with
facilities management providers and waste contractors
to understand exactly which nor-landfiil waste streams
they are utilising for disposal.
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Sustainable procurement

T The Department's procurement function is
managed through a collaborative aperating modei,
which includes the central Department, executive
agencies, government owned companies and NDFBs.
As a group, the Department recognise the significant
impact procurement decisions have on sustainabllity
outcomes, and are committed to ensuring that the
supply chain supports sustainable development goals,

The Department 1§ working towards the target
in the Greening Government Commitments to ‘buy
greener products and services'. The Department
is committed to embedding sustainability into its

» Cabinet Office’s Procuring for Growth Balanced

Scorecard helps procurers conslder criteria such

as cost balanced against social, economic and
environmental considerations. It is mandated for
construction and infrastructure contracts above

£10 million ag part of the Industriat Strategy. In the
Department, the Balanced Scorecard s embedded
within the commercial case guidance. and the
ongoing Commercial Lifecycle Assurance process,
thereby helping ensure it (s taken into account at the
eartiest stages of projects.

An area of focus in 2018-20 has been growing

procurement processes, and has developed a number spend through Small and Medium Enterprises (SMEs).
of tools to support this, including: The Department’'s SME Action Plan (published August
2018) outlines how the Department will meet the
» Guidance — available to all procurement and contract government’s aspiration of ensuring that 33% of all
management staff on the Department's extransat, procurement spend will be with SMEs by 2022. The
the Knowledge Hub, the Procurement Professionals Action Plan includes incremental in-year targsts of
Library. This is regularly checked and updated when spend with SMEs.
policy changes.
-~ To defiver this, the Department is working
» Training - alt staff involved in procurement have closely with the public bodies and their supply chains,
access to the Sustainable Development el earning including Network Rail, Highways England and HS2 Lid.
on Civil Service Learning and are actively encouraged During 2019-20 the Department has:
to undertake it. Some exacutive agencies include

sustainable procurement in their annual performance » Introduced a DT SME Working Group to enhance

targets for procurement officers, and contract
managers, while others provide general sustainable

procurement training to all commercial staff. Staff with

maore respansibility for sustainable procurement have
undertaken advanced training.

strong engagement across the supply chans;
markets through '‘Meet the Buyer', and Trade events,
engaging with Trade Associates and Local Enterprise
Partnerships: holding regional and national events,
where jocal businesses are encouraged to bid for

1_Performance_Repon_2020.ndd 90 o

emerging opportunities.
» The Commercial Lifecycle Assurance function - the
team provides assurance of ali major procurement » The Department has a full time SME fead, who
processes in the Department, to provide confidence coordinates and measures the effectivenass of tha
to Investrment Boards that they are being managed SME activities against the measures set out in the
effectively, efficiently and complantly, This includes Department's SME Action Plan.
consideration of the inclusion of relevant sustainability
targets, by ensuring consultation with appropriate » Disaggregated contracts and frameworks into smaller
sustainability experts at appropriate points in the lots where possible.
procurement phase.
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» Worked with tier 1 contractors to share procurement
pipelines and advertisement of supply chain
opportunities and sub-contracting opportunities on
Contracts Finder.

During 2018-19, the Department’s spend with
SMEs was 32.6% against a 28% in-year target.

The Department complies with the Chartered
Institute of Credit Management's Prompt Payment
Code. While standard terms and conditions for the
supply of goods and services specify paymeant within
30 days of receipt of a valid invoice, the Department
aims to pay all valid invoices within five working days
of receipt. In 2018-20, the Department paid 95% of
undisputad supplier invoices within the five-working day
target, and 99% within the thirty-day target. Table 14
shows performance of the central Department and our
executive agencies during 2019-20.

Table 14: Compliance with the Prompt Payment Code 2019-20

Performance Report

Organisation . Percentage of targets met
Within § working days Within 30 working days
(Target: 80%} {Target: 100%])

DfTc 96% 99%
DvLA 94% 100%
DVSA 96% 100%
VCA 94% 100%
MCA 3% 99%

Bernadette Kelly CB
10 September 2020

Permanent Secretary and Principal Accounting Officer
Department for Transport

Great Minster House

33 Haorseferry Road

London SW1P 4DR
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The Accountability Report

“DfT Non-Executive Board
Members continue to be

engaged across the Department,

providing support, chalienge,

valuable expertise and an

independent voice across

governance and assurance,

business improvement, policy
gicvelopment and programme
" delivery.”

lan King

| | 2-Ascountabity_Repors 2020incd 34 2
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Report from the Lead
Non-Executive Board

Member, lan King

Non-Executive Directors are engaged across the
Department in providing, support, challenge, experience
and expertise. They also offer an independent

voice across governance and assurance, business
improvement, policy development, investment cases
and project delivery.

During 2019-20, the Department continued to focus
on the efficient and effective delivery of its large-scale
transport portfolio and on the provision of safe and
accessible services 10 the public and businesses.

This was set against the backdrop of preparations for
the new relationship with the EU and the UK's other
trading partners including implementing contingency
plans to manage potential disruption to the transport
systems both within the UK and its borders, and the
Department's COVID-19 response.

The Rt Hon Grant Shapps MP was appointed as the
Secretary of State in July 2019, and during the year the
Department saw significant changes with the Ministerial
team. The current ministers are Andrew Stephenson (MP),
Chris Heaton-Harris (MP}, Robert Courts (MP),

Rachet Maclean (MP) and Baroness Vere of Norbiton.

The Non-Executive Directors have not changed since
last year, helping to provide continuity and support to
the Department. We continue in our role of providing
additional challenge and scrutiny, as well as being
members of the assurance and governance committees
of the Board.

in addition to the above, we have acted as independent
members of interview panels as well as supporting
officials on a wide range of activities including Rail
Franchising, the Williarns Rait Review, HS2 main work
civils procurement, HS2 capability and the Future of
Transport Advisory Group.

A key area of focus has also been the Proiect Delivery
improvement Programme (PDIP) and the cross-Whitehall
infrastructure Steering Group. The Group Audit and Risk
Assurance Committee (GARAC) has also been engaged
on the Department’s risk management, internal control
and group assurance processes.

At the executive level, Patricia Hayes took up a position
in the Home Office in February 2020 and Emma Ward
took over Patricia’s role as Director General {DG) for
Roads, Places and the Environment.

A key priority of the Department is 1o strengthen

and improve its project delivery capability given the
government’s ambitions across infrastructure, Levelling
Up and Decarbenisation, in all of which the Department
is heavily engaged.

The Board Investment Commercial Committee

{BICC} was reset in January 2020, as the investment,
Portfolio and Detivery Committee {(IPDC), a reflection
on the need to cover both the Investrment and Delivery
phases of programmes as well as the overail Portfolio
of the Department. This committee is responsible for
taking investrnent decisions, scrutinising programme
performance and reviewing the Department’s portfolio.

BICGC and IPDC met 29 times in the year, and covered
a diverse range of projects from HS2, Crossrall, Ralil
Franchises, Airport Capacity, Road Enhancements,
Brexit, the repatriation of Thomas Cook customers,
and the COVID-19 pandemic.

The Board, Executives and Non- Executives Meeting
{ENEM) and IPDC are provided with management
information (MI) by the Department to help enable
advice, scrutiny and challenge on the Department’s
strategic direction and operational and business
effectiveness.

The Management Information report continues to
develop and improve with emphasis currently on
portfolio dependencies as well as on project schedule,
cost and benefits.

The Board and ENEM have considered and reviewed
several key areas this year including the impact and
response to COVID-19, Brexit planning, climate change,
and strategic programmes.

The Department has a key role in the government’s
response to COVID-19, and has processes in place to
deal with the crisis. Resources have been reallocated,
and other projects reprioritised to support the phases
covering operational response, interventions required to
ensure criticai transport and freight capacity and restart.
The overall impact of COVID-18 on the Department’s
broad portfolio is currently being assessed but will be
significant.

The Department is realistic about the challenges ahead,
including planning and rescurcing to deal with its broad
portfolio, against a backdrop of striking new trading
relationships and the current volatile economic and
operational environments, balancing the need for staff
to return 1o the office and work from home, making sure
staff welfare is considered before making any decision,

The year ahead will require continued diligence, resolve
and focus.
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The Accountability Report

Corporate
Governance

Report

The Corporate Governance
Report explains the
composition and organisation
of the Department’s
governance structures

and how they support the
achievement of our objectives.
It is comprised of thre
sections: |

» Directors’ Report

» Statement of Principal
Accounting Officer’s
Responsibilities

» The Governance Statement

97
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Corporate
Governance
Report

Directors’ Report

How we were structured

The Secretary of State for Transport. appointed
by tha Prime Minister, has overall respeonsibility for the
Department and its public bodies. The Permanent
Secretary is responsible for the effectiveness and
efficiency of the Department's work to support
ministerial policies and objectives. The Permanent
Secratary is the Principal Accounting Officer,
responsible for the prepriety and reguiarity of the
Department’s group expenditure. Further information
about the Principal Accounting Officer's responsibilities
is set out on page 106.

The Departrment's funding sits in several
categories and HM Treasury holds the Cepartment
accountable to agresed funding limits for each category.
Detail of outturn against these funding limits is shown in

the Statement of Parliamentary Supply (from page 162}

The Permanent Secretary is also responsible for the
Department’s leadership, management and staffing.

2_Accountabiity_Report 2020.indd 88

Senior decision-making fora

The Secretary of State is supported by the
Permanent Secretary, ministers, Non-Executive Board
Members and exsacutive directars general. The structure
of these fora is set out in figure 10. The composition of
the Board is set-ocut on page 100.
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Departmental Board members as at 31 March 2020

Ministers

Rt Hon Grant Shapps MP Chris Heatan-Harris MP Andrew Stephenson MP Baroness Vere of Norbiton
Secretary of State for Transpor: Mrsier of State #inister of State Farharmentary Undes Secretary
PR uly 201G - presen: 13 Feb 2020 - prosent 23 fpr 2019 - present

28 July 2019 - presen

Ministers

Racheal Maciean MP Kelly Tolhurst MP tan King Tony Poulter
Parlamentany, Uncer Socraetary Parramertary undnr Secretary Non-Executive Director Mo Frecutive Director
30keh 2020 - 8 Saptermber 2020 20 Sep M6 - present Ot POIE - present

>

14 Fek 2020 - presant

Non-Executive Board Members

Richard Keys
Nan-Executive Directar
© Dec 2017 present

Executive Board Members

Berradelie Kelly CB
Perrmanent Seorotary
1R Aprl 2077 - present
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Richard Atken-Davies Tracy Westall
MNon-Fxecutive Director Non-Exacuiive Director
© Ney 2077 - prasen + Nov 2017 - present

Zeoreth Davies otk Iy Thve Maswell
Director Gengral Avatins Mantime Dirsctor Ganeral Sorporate Dellvary Direcior General High-Speed Rail
I~ternahonal and Senunty Groun Grenr Projects Groap
Bay 209 - prosert R Dec 7577 - prase 20 Now 2017 - present
- 16/08/2020 1502
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Directer General Rait Group:Jot: Snare Dractor General Group Job Share Director General Roads, pmaces

Der 2017 - preseat Dac 2637 - present March 2020 - presen’

Other DFT Board Members who served during 2019-20

R1 Hon Chris Grayling MP Jesse Noerman MP Nusral Ghant MP Rt Hon Michael Ellis QC MP
Secretary of State for Transport Mirastar of State for Transport Parharncntary Under Seceetary of Mewster of State for Transport ‘i
14 Jule 2B 29 Julv 201% 12 Nov 2078 - 28 May 2018 State for Transpart 23 May 2039 - 22 July 201% '

O.dan 2008 15 Feb 2019

Andrew Jonas MP Baroness Sugg CBE Paut Maynard Lucy Chadwick
Parligrmentary Under Secratary for Parlamertary Jnder Secratary Parhamentary Under Secretary of [hrecter General, international
Transpor of State State for Transport Securry and Ervironmert Groun

C2 New #0018 - 26 Ju1 2000 700 2078 2% Agr 2T CEJaly 2015 - 1a Fet 2ot 2(12- 50 Agrl 201

Patricia Hayes
Durector Gene-al. Roads
Placas ann Fnvirnment
206 - Fek 2020

Biograpnies for each board member are available on: Department for Transport GOV.UK
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The Departmental family

The Departmental family, as set out in Figure 9,
consists of the central Department and its public bodies
that deliver, reguiate or advise on a vast portfolio of
functions. The Cabinet Office and Office for National
Statistic {ONS) classify public hodies into three broad
categories:

1. Central Government: Includes Executive Agencies
{(EAs). Executive Non-Departmental Public Bodies
{Executive NDPBs), Advisory Non-Departmental
Public Bodies {(Advisory NDPBs) and Non-Ministerial
Departments (NMDs). These are also collectively
known as public bodies.

2. Public Corporations: Market bodies controfled by
eithar Central Government or Local Government.
These include any type of public entity that is a
market body. Market bodies are defined as entities
that gain over 50% of their income from purely
commercial activities.

3. Local Government: Includes those types of public
administration that only cover a spacific locality
and any non-market bodies controlied and mainly
financed by them.

2_Accountabiity_Report_2020undd 102

The Department aiso works in partnership
with several other entities such as expert committees
and advisory groups. These bodies/entities operate
independently but are accountable to the central
Department. The central Department is organised
into five groups, each led by a director general
{Rail Group is led by a job share), with some areas of
work reporting directly to the Permanent Secretary.
The main responsibilities for these groups are set out
in Figure 8.

During July 2020, the Department restructured
its Rescurces and Strategy Group to become the
Corpoerate Delivery Group, which now includes Group
Communications which praviously reported to the
Permanent Secretary. Strategy and Private Office,
Analysis and Science, and the Chief Scientific Adviser's
Otfice have joined a new COVID-19 directorate within
the Aviation. Maritime, International and Security Group.

The Department operates in a broad and
complex fandscape, with large infrastructure and
ministerial priorities, and much cf its business is
conducted with and through its public bodies. Within
the central Department, sponsor, client and shareholder
teams manage the relationship with the public bodies
at a working level by following the principles set out in
framework documents,
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Figure 8: Overview of the Department’s organisational groups, as of 31 March 2019

Rail Group

[ eads on overall strategy for rail, working with
Network Rail on major rail projects and delivering our
franchising programme. Manages our relationshios
with the Office of Rail and Road, the British Transport
Police Authority and Transport Focus,

High Speed Rail and
Major Rail Projects

Responsible for oversight of the High-Speed Rail
programme, working closely with High Speed 2 |Ltd.
Supports the deveicpment of major projects
including Crossrail 2 and East West Rail,

Roads, Places and
Environment Group

LLeads on driving and rcads related activities,
including our relationship with the motoring services
agencies (DVLA, DVSA and VCA) and Highways
England. Manages our relationship with local
Government, including sub-national transport bodies
and devolved administrations. Leads on environment
and tachnology policy.

Aviation, Maritime, International
and Security Group

Leads on aviation, maritime, safety and security, and
our departure from the EU. The Group includes our
independent accident and investigation branches (for
Rail, Air and Marine), and manages our relationship
with the Maritime and Coastguard Agency, General
Lighthouse Authorities and GAA.

Resources and Strategy Group'

Leads on finance, human resources, digital
governance, commercial, property and analytical
matters. Manages the corporate governance
relationship with Network Rail, HS2 Ltd and Highways
England. Includes Strategy Unit and Private Office.

Non-Group

Comprised of Legal and Group Communications.

1 From & July 2020. Resources and Strategy Group was renamed Corporate Delivery Group, when Group Communications moved from

Non-Group

Register of interests

- The register of ministers’ nterests is maintained
by the Cabinet Office. Non-Executive Board Members
are asked 1o declare any persconal or business interests
that may cause a conflict of interest; influence or
appear to influence their judgment in performing their
obligaticns to the Department, and a central register is
maintained by the Board Secretariat.

«  Richard Keys is a Dirgctor of NATS Holdings.
He registered the conflict formally with the Department
in 2018, and. in his capacity as a Departmental non-
executive director recused himseff from discussions
within and by the Department in connection with or
concerning NATS and does not receive associated
papers or minutes.
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Tony Poulter is the Non-Executive Chair of the
Pensions Infrastructure Platform Ltd (PIF). Be notified
the Department in mid-2017 of a possible acquisition by
PIP of a portfolio of assets that included minority stakes
N two project companies that were each party to a
local authority highways PFI contract. He registered the
confiict formally with the Department and recuses himself
from discussions of the projects at PIP. Mr Poulter also
recuses himself from discussions on ali local authority
PFI centracts at the Department’s Investment, Portfoho
and Delivery Committee and does not receive associated
papers or minutes. In additon. Mr Poulter, through PIP,
has an indirect relationship with Red Funnel, the Isle of
Wight ferry operator. In view of this Mr Poulter recuses
himself from discussions in relation to the Department’s
GCOVID-19 Maritime Interventions at IPDC. and does not
receive associated papers or minutes.

** No other members of the Board have informed
the Department of company directorships, or other
significant interests that could conflict with their
departmental responsibilities in 2019-20.
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Personal data related incidents

The Department helds personal data on many
millions of the UK population, including drivers, vehicle
keepers, those taking driving tests, driving instructors,
and seafarers. Every year we process millions of
transactions involving this and other personal data, and
take very sariously our responsibility to keep the data
secure.

This year the Department engaged with the
Information Commissioner’s Office (ICQ) on reporting
requirements for data breaches, within DfTe and all its
exacutive agencies, and consequently reviewed and
documented our revised approach. The Department
submitted a total of 199 breach notifications to the 1CO,
who did not require the Department to take further
action on any of them.

The Department continues to take proactive
steps with the aim of reducing the number of all kinds of
personal data related incidents. whether they need to be
notified to the ICC or not.

Auditors

» This section sets cut the costs of auditing the DT
Group accounts along with the costs of auditing the
organisations which form part of the DIT Group. Audit
fees are not included in this secticn for other entities
who are outside the Department’s consolidation
boundary. The Comptrolier and Auditor Generat
carries out the audit of the consclidated accounts of
the Departmental group (including DfTc), as well as
the audits of the following executive agencies:

» Maritime and Coastguard Agency
» Driver and Vehicle Licensing Agency
» Vehicle Certification Agency.
These audits are conducted under the

Government Resources and Accounts Act 2000, at an
annual notional cost of £675,000 (2018-19: £718,000).

i+ The audits of the following entities are completed
by the Comptroller and Auditor General, but incur a cash
or real charge of £1,218,000" (2018-19: £1,146,500):

» Netwaork Rail Ltd (and its substantial subsidiary
bodies, Network Rail Infrastructure Ltd and Network
Raif Infrastructure Finance plc)

2 Highways England Company Ltd

» British Transport Police Authority

» HSZ Ltd
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» Transport Focus

» CTRL Secten 1 Finance PLC
» LCR Finance PLC

» Fast West Rail Ltd.

PwC audits the following entities, providing audit
assurance to the Comptroller and Auditor General as
the group auditor. These audits incur a reéal cost charge
of £162,000 (2018-19: £100,550):

» Directly Operated Railways Ltd
» Smaller Network Rail subsidiary bodies

» DFT OLR Holdings Ltd, including its subsidiary Train
Fleet (2019) Ltd.

Deloitte audits the following entity. providing audit
assurance to the Comptroller and Auditor General as
the group auditor. This audit incurs a real cost charge of
£100,000 (2018-19: £63,000):

» Air Travel Trust Fund.

BDO LLF audits the following entity, providing
audit assurance to the Comptroller and Auditor General
as the group auditor. This audit incurred a real cost
charge of £6,500 (2018-19:™ £6,000):

» Air Safety Support international Ltd.

The National Audit Office (NAQO) in its work to
scrutinise public spending for Parliament also performs
other work under statute, including Value-for-Money and
assurance work.

17 In addition to these entities the CRAG audit the accounts of the General Lighthouse Fund (GLF). which censclidates the General Lighthouse
Authorties (GLAS). Wnite the GLAs are consolidated into the DT group. the GLF 15 not consohdated As sucn. the audit tee for the GLF 15 not
ncluded 0 this total. The audt fee for the GLF for 2013-20 15 £100,000 (2018-19- £80,000).

18 Networic Rasl's audt fee of £571.000 includes £60 000 for other audit-related senvices including the audit of the Network Rall Regutatory ac-

counts
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Statement of

Principal Accounting
Officer’s Responsibilities

Under the Government Rescurces and Accounts
Act 2000 ithe GRAA), HM Treasury has directed me,
Bernadette Kelly, to prepare for each financial year,
consolidated accounts detailing the resources acquired,
used or disposed of, during the year by my Department
(including its executive agencies, sponsored non-
Departmental and other public bodies designated by
order made under the GRAA by Statutory Instruments
2020/17 {together known as the 'Departmental group',
consisting of the Department and designated bodies
listed in Note 26 to the Accounts).

The Accounts are prepared on an accruals basis
and must give a true and fair view of the Department
and the Departmental group and of the net resource
cutturn, application of resources, changes in taxpayers'
equity and cash flows for the financial year.

In preparing the Accounts, | have complied with
the requirements of the Government Financial Reporting
Manual and | have:

» observed the Accounts Direction issued by HM
Treasury, including the relevant accounting and
disclosure requirements, and agply suitable
accounting policies on a consistent basis

» ensured that the Department has in place appropriate
and reliable systems and procedures to carry cut the
conselidation process

» made judgements and estimates on a reasonable
hasis, inciuding those judgements involved in
consolicating the accounting information provioed by
non- departmental and other delivery bodias

2_Accountability_Report_2020.indd 108

» stated whether applicable accounting standards as
set out in the Government Financial Reporting Manual
have been followed, and disclose and explain any
material departures in the Accounts

» prepared the Accounts on a going coencern basis,

HM Treasury has appointed me as the Principal
Accounting Officer of the Department for Transpoert.

! have appointed the chief executive of each
sponsored delivery body as the accounting officer for
their delivery body.

As the Department’s Principal Accounting Officer,
| am responsible for ensuring that appropriate systems
and controls are in place to ensure that any grants
that the Department makes to its sponsored bodies
are applied for the purposes intended and that such
expenditure and the other income and expenditure of
the sponscred bodies are properly accounted for, for the
purposes of consolidation within the resource accounts.
Under their terms of appointment, the accounting
officers of the sponsored badies are accountable for the
use, including the regularity and propriety, of the grants
received and the other income and expenditure of the
sponsorad bodies.

The general responsibilities of an accounting
officer, which inciudes responsibility for the propriety
and regularity of the public finances for which the
accounting officer is answerable; for keeping proper
records; and for safeguarding the assets of the central
Department or non-Departmental and other delivery
bedies for which the principal accounting officer
Is responsible, are set out in full in section 3.3.3 of
‘Managing Public Money® published by HM Treasury.
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Disclosure of information to the
auditors

As Principat Accounting Officer, | have taken all
the necessary steps to make myself aware of any
relevant audit information, and to establish that
the National Audit Office has been made aware of
all relevant information connected with its audit.

insofar as | know, there is no relevant audit
information of which the National Augit Office is
not aware.

Fair, balanced and
understandable requirement

I confirm that the Accounts have been prepared
on a going concern basis, the Arnual Report

and Accounts as a whole are fair, balanced and
understandabie. | take personal responsibitity

for the Annual Report and Accounts and the
judgements required for determining that they are
fair, balanced and understandabie.

Bernadette Keily CB
10 September 2020

Permanent Secretary and
Principal Accounting Officer
Department for Transport
Great Minster House

33 Horseferry Road
London SW1P 4DR

The Accountabiiity Report
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The Governance
Statement

introduction

The Governance Statement describes how
the Board and its supporting governance structures
work and how they have performed. |t providss
an assessment of how the Department has been
managed. including the effectiveness of the systems of
internal control, risk management and accountaoility.

2_Accountability_Report_2020.indd 108

The system of corporate
governance, management and
internal control

We are governed by:

» the Secretary of State's overall responsibility for the
Department.

» the Permanent Secretary’s responsibility, both to the
Secretary of State and directly to Parliament, as the
Principal Accounting Officer for the Department’s
expenditure and management.

» the Departmental Board's collective responsibility
for overseeing the work of the Department and

providing layers of control. scrutiny and assurance 10

ensure that the Department is achieving its aims and
objectives with an appropriate level of control.

The system of coniro! includes the Departmental

Board sub-committees, the executive team and

its sub-committees and the Department’s delivery
bodies. These are governed by our controf framework,
which is supported by internal and external assurance

processes. Figure 10 provides an illustration of the top-

level committees that operate In the Department and
the chair of each committee.
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Departmental Board

The Secretary of State chalirs the Departmental
Board. The Board has oversight of five main areas:

» Performance
» Strategy

v Resourmes
» Capability

» Risk.

Table 11: Overview of the Board’s activity

Responsibilities of the Board Summary of discussions in 2019-20

It advises and challenges the Department on its
strategic direction, and on the operational implications
and effectiveness of its portfolio. The Board achieves
this by drawing on the commercial, operational and
political expertise of its members, which comprises
ministers, Civil Service leaders and Non- Executive
Board Members.

During 2019-20, the Departmental Board met
three times; due to the government’s reshuffle in
Fetruaty 2020, and the avdilalilily of ministers duc fo
Parliamentary business, the final planned Board meeting
of 2019-20 did not take place. Cne Board meeting
has taken place in 2020-21 to date. A summary of
the Board's discussions during 2019-20 is provided
in Table 11.

Performance Agreeing the Single Departmental  » Milestones and delivery are discussed at each mesting as
Plan and overseeing progress part of the Management Information report
Scrytinising the performance of » Corporate Governance Framework refresh
DfT’s delivery bodies
Setting standards and values
Strategy Setting the vision and ensuring Strategies and major policies including:
activities contribute towards it
Advising on major policies, » Wiliams Rail Review
projects and programmes » Brexit
» Pubiication of Road 1o Zero (July 2018)
¥ International Strategy
» \ision Strategy
» Heathrow Expansion
» High Speed 2
» local and Regional Transport
Resources Ensuring sound financial » Key financial data are discussed at each meeting as part of
management the Management Information Report
Considering the appropriate » The 2020 Spending Review
allocation of Departmenta! » The 2019-20 Business Plan
resources
Capability Ensuring we have the capability to  » People and resourcing data are discussed at each meeting
deliver as part of the Management Information report
Ensuring we plan to meet current
and future needs
Risk Setting the risk appetite » Department's top-level risks and updates from the GARAC

Reviewing key Departmental risks

Key Rail issues — this discussion highlighted the key risks
in the sectar

Ensuring controls are in place to
manage risk

Decarbonisation

COVID-19

Updates on COVID-19 began at the final Board meeting
af 2018-20

| | 2_Accounabiity_Repor_202c.indd 110
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Table 12: Board Sub-Committee activity

Summary of discussions in 2019-20

ExCo met between April 2019 and March 2020 and held regular discussions around key

Executive
Committee (ExCo)

themes including:

Braxit

Departmental strategy
Budget and finances
Management information
Sub-committee updates
Rail & HS2 reviews

=
Q
[s%
)
o
P
&=
=}
o
B
c
2
5]
g
<L
1]
=
=

Road projects

The relationships with our agencies
Security

Decarbonisation activities

Climate commitments

Pandemic Health Risk Planning

Executive and
Non-Executive
Meeting (ENEM)

3

3

Management Information

Brexit Readiness and 1 essons Learned

Post Brexit Relationship Preparations

Brigfing from Science Advisory Gouncil

Decarbonisation, Glimate Change and Environmental Strategy
HS2 Review

Saocietal Trends

Strategic Purpose and Priorities

Board Investment and Commercial

Committee (BICC)/
tnvestment, Portfolio
and Delivery
Committee (IPDC}
from January 2020

BICC considered business cases, investment decisions, and procurement activity across several
different areas. After a review of BICC, the committee has changed to the Investment, Portfolio and
Delivery Cermmittee (IPDC); it has taken a greater role in managing the Department’s project portfolio
by scrutinising projects during their delivery phase. Projects and programmes considered during
2019-20 included:

3

Rail franchising, digital raitway signalling and mobile connectivity on trains, rail asset divestment, the
Nexus Tyne and Wear Metro, Midlands rail hub, rolting stock ownership, the Transpennine Route
Upgrade, Midiand Mainline programme, Eurostar and COVID-19 and the Rail Industry

The High-Speed Rait 2 portfolio, including scope options, market engagement, Euston,
procurement strategy, rolling stock procurement interactions with |EP, lessons learned, project
ifecycle and baseline approvals, and scrutiny on costs, schedule and afferdability

Major transpoert schemes, such as intercity Express Programme, Thamesiink, Crossrail and
Crossrail 2 and the Oxford to Cambridge Expressway

HE's delivery of the Road Investment Strategy, including major road schemes such as the Lower
Thames Crossing, projects on the A358, A428, A303, A12, A417, Smart Motorways, and the
Transpenrine Tunnel

Heathrow Expansion Programme, freight capacity and UK Search and Rescue Helicopter Service
Portfolio reporting for the Department’s Tier 1 and Tier 2
Investrments, as well Highways England's Capital Portfolio

Interdependencies in scheme appraisal, common analytical scenarios, the Transforming Cities
Fund, benefits management and evaluation

2_Accountability_Report_2020.indd 111
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Table 12: Board Sub-Committee activity

Summary of discussions in 2019-20

Nominations
Committee

Group Audit and
Risk Assurance
Committee {GARAC)

2_Accouniability_Repori_2020.indd 112

The Nominations Committes is a sub-committes of the Department’s Board and provides assurance
to the Board that the Department has the capability to deliver and to plan to mest current and
future needs for talented people. It has an advisory role in scrutinising and challenging processes for

developing talent, succession planning, deciding reward and incentive strategies, anchored in a broad

understanding of the Depariment’s overall people strateqy.
The committee is respensible for:

» Scrutinising plans tor ihpleimeiling signifbeact réforma to organicational gtrurtire

» Scrutinising systems for identifying, attracting and selecting the most skilled and talented peopie to

work in the Department.

» Holiding the senior team to account for excellent talent management that champions diversity and

inclusion. This includes involvernent in and contribution to the annual talent reviews for the Directors

General and Dicectors.
» Supporting the deveioprent of functions and professions within the Department,

» Scrutinising plans for orderly succession of appointments of senior management, in order to
maintain an appropriate balance of skills and experience.

» Building a robust and diverse pipaline for the most senior roles in the Department (DG and above),
(GEOs and leaders of the largest ALBs (HE, H52 Ltd and NR} as well as developing a candidate
poot for Non-Executive Directors across the Group.

» Building capabiiity across all boards within the DT Group and public bodies.

» Scrutinising incentives and rewards for executive board members and senior officials, and advising
on the extent fo which these arrangements are effective at improving performance.

The Committee is advisory and will make recommendations to ministers and to the Permanent
Secretary. t does not have a role in deciding individual cases (for example the level of reward of a
senior executive).

GARAC considered:

*» Government Internal Audit Agency (GIAA} and National Audit Office updates, including final apinians

for the previous year.
» Interim financial audit results, Management Assurance and Annual Report and Accounts.
» Analytical assurance including report prepared for GIAA by Government Acluaries.
» Vehicle Excise Duty compliance.
» Risk and the Department’s risk management processes.
» Counter Fraud.
» Supply chain and procurement risks.

¥ Workforce planning risks.

160872020 15:03 |
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Table 13: Overview of Board and sub-committee attendance up to 31 March 2020

Name of Board Member Executive Executive | Group Audit [ Investment | Nominations
and Non- | Committee | and Risk Portfolio and

Executive {ExCo) Assurance Delivery | Governance

Meeting Committee | Committee | Committee

{ENEM) {GARAC) {(IPDC) {NGC) £
Rt Hen Chris Grayling MP! 2/2 c%
Jesse Norman MP? M ;‘%
Nusrat Ghani MP? 12 £
Michael Elis MP* 171 g
Andrew Jones MP® 2/2 2
Rt Hon Grant Shapps® 11 o
Chris Heaton-Harris MP? 11
Andrew Stephenson MP4 171
Baroness Vere® 2/3
Rachel Maclean MP'™ 1/1
Kelly Tolhurst MP™ 1/t
lan King 2/3 4/4 23/26 2/2
Tony Poulter 3/3 4/4 25/26
Richard Keys 3/3 3/4 7/8
Richard Aitken-Davies 3/3 2/4 8/8
Tracy Westall 3/3 3/4 2/2
Bernadette Kelly 3/3 4/4 36/46 1/8 23/26 2/2
Lucy Chadwick'? /0 0/C 373
Gareth Davies™ 3/3 3/3 33/41 19/23
Patricia Hayes™ 2/2 2/4 36/39 18/21
Nick Joyce 3/3 4/4 41/46 8/8 24/26 2/2
Ciive Maxwell 2/3 4/4 41/46 21/26
Polly Payne/Ruth Hannant 3/3 3/4 44/46 25/26
Emma Ward™ 0N C/0 3/3 212
Bridget Rosewell 6/8
(GARAC member only)
Armariit Atkar 7/8
(GARAC member coniy)
Kathryn Cearns 5/8
(GARAC member ondy)

Left 24 July 2018

Left 23 May 2019

Laft February 2020

23 May 10 24 July 2019

Left 26 July 2018

Appointed 25 July 2019

Appointed 25 July 2019

Appaintad 13 February 2020

Appointad 23 April 2019

10 Appointed 14 February 2020

11 Appointed 13 February 2020 {left 9 Septemer 2020)
12 Left 18 April 2019

13 Aphbointed 7 May 2019

14 Left 14 Fepruary 2020

15 Appointed 7 March 2020

Notes Robert Courts MP appointed 8 September 2020
Baroness Sugg left 23 April 2019

D00 M bk
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Compliance with HMT’s Corporate
Governance Code

The Department has assessed its compliance
with the Corporate Governance Code for Central
Government Departments and is compliant with the
spirit and principles of the Code. Dug to the timing of
the change in Board members and the focus of the new
Board on COVID-19, the Department did not conduct
a Board Effectiveness review in the last quarter of
2019-20. It will conduct a fuil review in January 2021.

There is a framework document in place with
each of the Department's public bodies. in line with
HM Treasury's guidance set out in Managing Public
Maoney and emphasis placed by the UK Corporate
Governance Code on the relationships between
companies, shareholders and other stakeholders.
Framework documents set out the purpose of the
relationship, the governance and accountability,
decision making and terms for financial management,
in 2018-19 the Department began a programme of
work to review the suite of framework documents which
set aut its relationship with its public bodies. During
2019-20 updated framework documents were agreed
for VCA and Network Rail.

Work continues in 2020-21 o update framework
documents between the Department and its public
bodies, including London and Continental Railways, the
Civil Aviation Authority, East West Raitway Gompany,
Highways England, DfT OLR Holdings Ltd and the
Independent Commission on Civil Aviation Noise.

Board appointments and diversity

Ministers appoint around 150 non-executive
board members including chairs 1o the Department’s
executive agencies and public bodies. These
appointments cover a wide range of the transport
seclor, including HS2, Network Rail. Highways England.
Cffice of Rail and Road, Civil Aviation Authority, British
Transport Authority and the Maritime and Coastguard
Agency. The appointments to these Boards provide
a link between the Department and its public bodies.
and are key to ensuring the government and the
Department’s obijectives are delivered. These ministarial
appointments provide additional independent expertise,
encouraging constructive challenge to ensure gocd
governance, and 1o raise the performance of bodies
and their Boards 1o enable delivery of government
objectives.

The majority of the Department’s public
appointments are regulated by the Office of the
Commissicner for Public Appointments (OCPA), in
compliance with the government's Governance Code
for Public Appointments. This ensures that recruitment
campaigns are run in an open, farr and transparent

2_Accountability_Repon_2020.ndd 114
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mannet, and that appointments are made based on
merit. Those appeintments which are not regulated by
QCPA are recruited in the spirit of the Code as a matter
of best practice.

As many public bodies have a big impact
on local communities, as well as nationally, the
government expects that these boards should be more
representative of the public they serve, and has set an
aspiration that by 2022, 50% of all public appointees
across government shauld be femaie and that 14% of
appointments should be from BAME backgrounds. This
would bring representation from under-represented
groups in line with the population of England and
Wales. A cross-government aspiration for appeinting
candidates with disabilities will be set when a stronger
set of data is available to base a target on. As of March,
30% and 4% of the Department’s pubiic appointees
were female and BAME respectively.

The historic lack of diversity in the transport
sector makes meeting the government's target
challenging, but one that the Department is fully
engaged to deliver. To meet this challenge the
Depariment’s Public Appointments Team has
developed a talent pool of credible and diverse
candidates with a range of skills and experience that
can enhance the performance of boards; premoting
the non-executive roles among diversily networks; and
participating In cross-government initiatives aimed at
attracting candidates and raising awareness of public
appointments. The talent pool consists of around 100
individuals, currently 50% female and over 10% from
BAME backgrounds, Members of the pool are notified
of live and upcoming roles, and offered advice on the
appointment Lrocess.

This has been reflected in an increased diversity
of both applicants for roles; those progressing to the
later stages of competitions and actual appeintments.
For example, a recently concluded campaign for HS2
Ltd had 15% BAME and 11% disabied applicants.

For the Department's high-profile chair roles, the
campaign for the Cwil Aviation Authority bad two
female candidates on the shortlist of six, while that
for Highways England had two BAME and two female
candidates on the shartlist of five. Dipesh Shah OBE
was appointed the new Chair of Highways England.

The Department has an important role to play
in this due to its sponsorship of the Disabled Peoples
Transport Adviscry Committee (DPTAC), which has a
majority disabled membership and a strong record of
attracting disabied candidates. DFTAC's experience
helped to inform the 2018 review by Lord Holmes of
Richmond into opening appointments to disabled
people. Accordingly. the Department has 11.5% of
appointees declaring a disability, which is the highest
proportionally across Whitehall,

16/09/2020 1503
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DfT's Risk Management Policy

The Department's Risk Management Policy
cutlines a 'no surprises, no biame’ culture, where well
managed risk taking is encouraged and managers
asked 1o lead by example, Risk management
behaviours should be embedded into all Departmental
activities, The Department's leadership understands
that considered and well-managed risk taking is
necessary 1o defiver business objectives. As a result,
there is regular monthly reporting of our tap risks to
ExCo and alsc additional reporting to ENEM and
the Board.

The Department is fully engaged on cross-
government improvement work to strengthen risk
managemeant - this is ied by the Government Finance
Functicn. The Departmental Risk Lead and Chief
Internal Auditor both sit on this cross-government
‘Heads of Risk Network', where best practice on risk
management, inciuding on the response to COVID-19,
is identified and promuigated. The DIT Risk Lead also
chairs the cross-government Risk improvement Group,
which works closely with the Heads of Risk Network.

The commitment to build staff capability
continues, with dedicated risk management training
being carried out dunng the year. This year there was
a focus on programme and project management
specialists.

The Department continues to work closely with
the public bodies, 1o ensure clarity on where risks
are managed, and the role of the Department in risk
management. The risk escalation protocol promulgated
in 2018 continues to give direction to the public
bodies on what they need to escalate to the Central
Department and when.

DfT Risk Committee

In 2019, ExCo directed that a new sub-
committee, chaired by a director general, should
be set up to strengthen the 'second line of defence’
in risk management. The DIT Risk Committee was
established. The role of this new commitiee is tC review
how well the Department is coping with the risks it
faces day-to-day, as well as anticipating and countering
prablems going forward, so that the Department will not
be surprised by things that could and should have been
foreseen. The Risk Committee is responsible for;

» Conducting deep dives into our top, cross-cutting,
risks.

» Reviewing the risks carried by each Group to ensure

the effectiveness of the mitigations and contingencies
in place.
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» Looking at ways to improve how the Department
undertakes risk management and identifying what
needs to be put in place to strengthen capability.

» Reporting to ExCo and the Board.

DfT Risk Committee started meeting in January
2020 rolling out a programme of deep dives into our top
cross-cutting risks to estabhsh whether the Department
is ready to meet these new and existing challenges,
how robust the contingency plans are and identifying
improvements to be made. Fach Group sends a
dedicated Risk Champicn to the Risk Committee, who
provides feedback on good practice,
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GARAC

GARAC provides cversight of the risk
management process as a third line of defence on
behalf of the Board. The Risk Commitiee repaorts to both
GARAC and ExCg on a regular basis.

Top-level risks themes

Table 14 DfT's top-level risk themes for 2019-20,
sets out the top-level risk themes that the Department
managed during the year. These risk themes represent
the Central Department’s view on the overall risk profile
of the Department at that time, taking into account the q
risks carried and managed by the public bodies.

A critical risk, COVID-18, crystallised during
2020. In risk terms the impact of GOVID-19 has been
to increase the severity of some of the existing risks as
welt as creating some new ones. including risk 1 in the
table below. This report covers the risk themes that
impacted on the Department throughout the period of
the accounts. i.e. from April 2019 till end March 2020,
additional COVID-19 related risks will be covered in
the 20-21 Annual Report. More information on the
Department’s immediate response to COVID-19 can
be found at the start of the Performance Report on
page 33.

The Department’s public bodies also have their
own risk management systems, and compile their
own top-level registers, of which the Department has
oversight. Under the framewaork agreements and the risk
escalation protocol, the Department exercises oversight
of its public bodies and their risks.

|
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Table 14: DIT's top-level risk themes for 2019-20

Mitigating activities taken during 2019-20

Direction of risk trend at year end and
explanation of rating and trend

1. The Public
Transport System is
severely impacted
by the COVID-19
pandemic, is unable
to support HMG's
restart & recovery
agenda, and/or

is insufficiently
prepared to respond
to further outbreaks
of infection

2. Adverse impact
on the environment
and public health if
UK Government’s
‘Clean Air' and
De-carbonisation
targets, greenhouse
gas emissions
{GHG) and air quality
targets are not met.
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Maximising Capacity:

* Service levels were initlally cut to coincide with reduced
demand during lockdown. Restart planning was informad by
behavioural science and PHE guidance.

* Urgent funding provisions for the transpert network in the
event of lockdown were identiied. A ral indussry support
package was put in place by 31 March 2020. Support
packages for other modes were also developed during this
time.

Managing Demand:

3 Explicit communications to aveid public transport to manage
demand as lockdown started.

* DIT provided guidance for using the network salely during
lockdown.

Social Distancing & Protective Measures:

» A Departmental Operations Centre (DOC) comprising a
muttimodal tearn of policy experts was established. Actions
were based on carefully balanced judgements informed
by data and analysis, including daily situation reports and
manitoring of the transport network, to ensure prompt and
appropriate responses o developments.

» Worked with operators to ensure they had the PPE and other
supplies needed to keep their workdorce and passengers safe,

*» Provided guidance cn implementing plans and strategies for
social distancing in stations and services,

The COVID-12 pandemic remains tha most
pressing challenge that the Department faces
currently,

The unprecedented nature of the outbreak
means it is difficult to predict how the public
will respond to policy changes or how long
the virus will remain prevalent for, meaning
demand forecasting and design of targeted
policy interventions is challenging; we will
cantinue to closely monitor developrments
G ensure we are prepared to respond
appropriatedy.

* Published “Decarbonising Transpert: Setting the Chalienge”
{March 2020) to start work on a cross-rmadal plan for
decarbonizing transport for publication by end 2020.

*  Addtiona! funding incluging £1bn to support the transition to
zero emission vehicles (on top of existing £7.5bn package),
£5hn for active trave! and public transport, including funding
for 4, 000 zero emission buses.

» Consulted on bringing forward the phase out date for petrol
and diesel cars and vans including hybrids to 2035 or eariier,
1o accelerate move to zero emission venicles (July 2020).

» Launched the net zero Transport Board {July 2020}, with
experts in behaviourai change, business, academia and
policy advising on a green recovery from COVID-19, the
creation of the Transpart Decarbonisation Fian, and wider
decarbonisation policy.

¥ Continued delivery cf the 2017 Air Quatity Plan for Nitrogen

Dioxide and transport elements of the 2019 Glean Air Strategy.

¥ Supported introduction of the Environment Bill (Jan 2020).

We continue 1o work hard to deliver aur
ambiticns for cleaner air and lower carbon
emissions. Domestic transport emissions in
2018 (124.4 Mt CO2e) decreased 1% over
2017 but transport remains the largest emitting
sector in the UK.

\We are stepping up the pace of progress

of decarbonisation work across the
Departrment, to defiver an ambitious Transport
Decarbonisation Plan. This plan will put the
transport sector on the nght path to meet our
legally binding carbon budgets and the 2050
niet rero greerhouse gas emissions target, set
in legislation in 2018.

COVID-19 couid see 2 drop in carbon emissions
(as well as cleaner alf) as a result of reductions
in car joumeys during the pandemic lockdown,
but this could well be balanced against reduced
use pf putlic ransport and greater use of cars
longer temm. The Departrment is working to put
a green recovery for transport at the heart of our
decisions, whilst leveling up the economy for the
benefit of the people and communities that need
it most.
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Table 14: DfT's top-level risk themes for 2019-20

Mitigating activities taken during 2019-20

Direction of risk trend at year end and

explanation of rating and trend

3. Risk of harm to the
public and disruption
1o our transport
system as a result

of a deliberate
malicious attack

on our transport
network.

A proportionate risk-informed approach to prioritising DAT and
transport sector’s work on Nationa! Security threats, drawing
on information from all stakehalders (DfT, other government
departments, security community, police ang industry).

Large risk-informed science and technology research
programme to improve security standards.

Modal specific protective and reactive Nationat Security
programmes including for counter-terrorism and cyber.

Public awareness campaigns such as 'See it, Say it, Sorted'
coordinated with Home Office and police forces.

Regular contingency planning and associated exercises
1o ensure we are best placed to respond to the variety of
incidents that could impact on transport.

The likelihcod of attack, whilst varied across
the modes and types of attacks, remains high
in certain aspects. Industry must continue to
implement effectively mature, modal regimes
to manage the resultant risks. We continue

to consider and review our approach and
regimes so that they meet changes to the
threat - lessons are being learned from
previous attacks to increase resilience and set
policy direction, including working with other
government departments and operational
partners.
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4, Adverse impacts
on transport

sarvices ~ both
passengers and
freight; associated
industries; and the
wider economy
arising from leaving
the EU, in the event
of a no-deal scenario.

]

Milestones, risks and delivery timelines developed for no-geal
projects.

Portfolic boards established to oversee negotiations, legislation
and contingency planning, reporting to senior leaders. Regular
scrutiny of progress, risk registers and dependencies to ensure
effective delivery.

Close involvernent with Border Delivery Group and proactive
contingency planning together with other government
departments.’

Dedicated resources to establish a Departmental Operations
Centra in the event of no deal.

The UK left the EU on 31 January 2020,
under the 1erms of the Withdrawal
Agreement, which removed the risk of a
'no deal’ Brexit.

The Department continues 10 actively
rmanage the risk of disruption to
transport services in the event of no
further agreement with the EU by

the end of the Transition Period. The
Department works across Government
to influence negoliaticns and deliver
contingency pians, acknowledging
continuing uncertainty.

5. Failure to deliver
the benefits of
future, strategic,
transport projects
for the public i key
programmes, such as
UK airport expansion
and major rail
projects - e.g. H52/
Crossrail - are not be
delivered to time and
cost.

]

Put in place effective controls 1o ensure effective monitoring of
performance and progress across all the Major Rail Projects.
£nsured application of seund programme and project
management methcdologies in all aspects of the prejects

to maximise chances of meeting time, quality and cost
requirements.

Worked closely with the delivery organisations to ensure the
target pnces for all Major Rail Projects are feasible and that risk
is managed across the portiolic

Maintaining focus on all Major Projects being an integra part
of the future railway network as per the '‘One Railway’ strategy
and ensuring that risks that emerge due to integration with the
conventional railway network are managed.

We have worked with stakehoiders to consider delivery risks 10
Heathrow Expansicn and proposals for appropriate community
compensation. Stakeholders involved in these discussions
include Heathrow Airport Limited {HAL), the Civil Aviation
Authority, Heathrow Community Engagement Board, Heathrow
Strategic Planning Group, community groups and airfines.
These discussions have promoted constructive engagement
N expansion proposals.

The Department for Transport is working
closely with service providers to monitor
progress and ensure delivery.

The Court of Appeal ruled in February
2020 that when designating the Airports
National Policy Statement the previous
Government did not take account of the
Paris Agreement, non-CO2 emissions and
emissions post 2050; and that the Airporis
National Policy Statement is therefore of no
legal effect uniess and until the government
carries out a review under the Planning

Act 2008. HAL, as private promoter of the
scheme, are appeaiing the decision in the
Supreme Court.

1 Border Delivery Group moved from HMRC to Cabnet Office in June 202C and was renamed the Border Delvery and Protocol Group
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Table 14: DIT’s top-level risk themes for 2019-20

Mitigating activities taken during 2019-20

Direction of risk trend at year end and
explanation of rating and trend

6: Failure to deliver

effective and efficient

public transport

should a major travel

provider or major
supply chain fail.

»

7. The disruption of

effective and efficient

rail services to the
public, resulting
from either a failure
to manage new
rail timetabling
schedules or it
Network Rail's
{NR]) programme
of enhancements
becomes
unaffordable and
difficult to deliver.

8. Delivery of
future rail services
to the public is
adversely affected
as a result of

the impact of

the Rail Reform
Programme or if

a rail partnership/
franchise fails, or
if the partnership/
franchising
programme is

not delivered or
proceeded with.

Ongoing evaluation of top 15 strategic suppliers to ensure that
critical supplers and supply chain dependencies across DT
Group are managed.

Active engagement across modes with an cutreach program
to identify operators that may need financial support. This
nas enghler thn Depariment to target interventions 1o protect
services such as the provision of a minimum level of public
transport for key workers and securing criticai freight supplies
to and within the United Kingdom during CCVID-19.”

Reviewing and commissioning robust contingency plans
across DT Group.,

Further work is underway to review DIT Group supply chains
to increase visipility of the potential aggregate impact of
strategic supplier failure and the supply chain that sits beneath
them.

As part of the pre-timetabie change planning process, the NR
Timetable Programme Office (PMO) scrutinizes bias 1o ensure
proposition are viable.

The NR Timeatable PMO assurance process is working well
and ensured May 2018 and December 2019 changes were
dalivered smoothly. The PMO continues to provide assurance
tor timetabling changes.

Ongoing monitoring of infrastrycture and roliing stock delivery
o ensure these are completed as planned, and any issues
mitigated.

For Contral Period 6, we adopted an incremental pipefine
approach to rail enhancements. This aliows response to
affordanility challenges by slowing down or stopping projects
at one of three investment gateways, where overall affordability
is explicitly considered by the joint DfT/NR Portfolio Board.

Existing and forthcoming projects have been categorised and
rated in the rail network enhancements pipeling to aliow guick
and clear recommendations to ministers to facilitate funding
prioritisation decisions.

The onset of COVIN-19 created challrnging
conditiens for businesses across the transport
sectar. The Department has shown an ability to
respond to short-term challenges to ensure that
critical transport services continue.

Current work is focused on continued
engagement with industry to ensure active
monitoring of the sector continues whiie the
outiook for a return to pre-COVID-19 passenger
levels remaing highly uncertain aver the short-
term. This work also takes account of the end of
the transition period following the UK's exit from
the Eurapearn Union,

Further work proposed on the increased wse of
market intelligence tools and monthly pipeline
reviews with pubiic bodies and Cabinat Office to
assure market health.

The NR Timetable Programme Office (PMO)
will continue 1o provide assurance for timetable
changes, which rermain a complex underiaking
requiring close monitering by the Department
gaoing forward.

infragtructure have not encounterad any
significant affordability constraints to date in
Controt Period 6. However, an underspend in
2019-20 and forecasted underspend in 2020-21
could lead to significant funding pressures in the
fina! three years of Control Period 6.

DAT closely monitored Train Operating Companies {(TOCs) and
actively engaged with owning groups to maintain incentives to
deiiver benefits for passengers, inciuding better accessibfitty
and a more relizble service.

Analysis to understand the drivers of demand for rafl services
to better meet the needs of the passenger and encourage a
competitive market.

Contingency measures are in place to ensure the continued
provision of rait senices. For example, the introduction of
Emergency Measures Agreernent (EMAs) in response to
COVID-19 untit September 2020, which ensured the continued
running of a critical leve) of services and ta rminimise longer-
term disruption 1o the rail sector.

Waork continues to progress on finalizing the conclusions of the
Rail Review,

BT Group includes DIT and associated Puphc Bodies. incluting Network Rait and Hghways England
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Despite the challenging economic climate, there
is continued market engagement in new and
alternative delivery methods. The focus is on
ensuring that interest remains robust with UK rall
infrastructure and operations remaining stable
going forward.
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Table 14: DIT’'s top-level risk themes for 2019-20

Mitigating activities taken during 2019-20

Direction of risk trend at year end and
explanation of rating and trend
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9. The reliability » Ouring 2019-20 we completed the sign off and publication of
of future roads the second Road Investment Strategy, learning lessons from
and road services RIS1. The new strategy has a significantly more robust and
could be affected if trangparent baseline, a contingency reserve for unforeseen
one or both of the risks and a more systematic approach for developing potential
Road Investment future RIS schemes.
Strategies {RIS1 and : o B
2)i ngt delivered t ¥ We continued 1o oversee the final year of the detvery of Highways England 85 Sfear Delivery Plan
S Iv o RIST | : - ' . sets the baseline by which performance
the scale and pace 1, improving and strearniining working arrangements with ) . )
. - ) ) . will be measured in RIS2 and we will
expected. Highways England in order to identify and address specific tinue to devel itaring and
challenges, for exampie related to deliverabiity or value for continue to Svelop our monttoring &
morey risk management strategies to ensure
' they are effective. Going forward, regular
» Highways England's Central Programme Management function  risk reviews in appropriate fora are key, to
was significantly developed during RIST. check that necessary mitigating action is
' . . ! being taken and ministers kept informed
» Partfolio Delivery performance and risks are monitored formalty progress.
through monthly client meetings, quarterly monitoring and
reporting by CRR and biannual scrutiny by IPDC.
10. Service delivery » DIAT has in place governance and oversight arrangements for

to the public is
seriously impacted
should there be
contro! failures in
our delivery bodies,
such as Network
Rail, Highways
England or HS2 Ltd
if we fail to provide
clear frameworks
and delegations

or exercise robust
oversight of them.

the delivery bodies which include:

¥ Framework Agreements that reflect current Cabinet Office
and HM Treasury guidance, and that we monitor and

update regularly

» Quarterly shareholderffinance meetings with delivery
bodies and cycle of governance meetings between Board
members and senior DT officiais/Ministers 1o review and
challenge delivery bodies' own governance and decision-
making.

? Highways England, HS2 Ltd and Network Rait Boards have
shareholder-appointed Non-Executive Directors who work
with DIT sharebolder tearns to scrutinize and challenge
Board reporting.

» Annual management assurance exercises carried out
by each delivery body checks that the controls in place
are robust, being followed and steps put in place to
manage risk.

» Deglivery bodies risk registers, reported to DT, are reviewed
and monitored regulary in line with our own risk registers.

The steps in place ensure Boards are focused on the reguirement
to adhere 1o controls, whiist DFT monitor effectiveness and closely
work with bodies to ensure compliance:

3

Improvernents to internat sponsorship fora to share bast
practice and support sponsorship function, werking with
Finance and HR to raise awareness and increase the skills-
base of sponsors in DT and its public bodies.

Shared new risk management escalation protocol to ensure a
two-way dialogue on defivery body risks.

Departmental sponsorship and shareholding
functions are continuing to mature with a
focus on sharing best practice, coordinated by
DIT’s centre of excellence. DfT's governance

frameworks and oversight arrangements provide

the controls environment clarity for defivery
bodies.
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COoviD-19

The Department responded o the COVID-19
quickly, as sel out in the Performance Report (see
page 33). This had a significant effect on both the
Department’s resources and the focus of those
resources. The crisis response team evolved into
a wider policy and delivery team, which has now
become a COVID-19 Directerate. The programme
of interventions was governed at a strategic level by
ExCo; the Board was kept informed at every meetinyg,
and individual interventions with an investment or
caommercial elerment werea scrutinised by IPDC.

ExCo has held weekly items on progress
and developments across the response, restart
and recovery programmes, examinng both the
Department's corporate response as an employer, and
the inferventions made in the transport sector. IPRC
has scrufinised all interventions through an increased
meeting frequency; this has allowed projects 10 seek
assurance more quickly than in normal times. The
ENEM and Board have monitored the Department’s
policy and corporate response, and the GARAC had
considered the changes to the risk profile and appetite,
as well taking the mternal and external auditors'
views, While decision-making is being taken at pace.
assurance and controfs remain in place (o ensure value
for money and propriety.

Page 295 lists the funding measures supporting
critical transport services. As mentioned in page
120, the Accounting Officer sought a direction for
the spending required on the Emergency Measures
Agreements for rail. The Department’s Accounting
Officer Systermn Staterment will be revised to consider the
interventions during this period.

Accounting Officer System
Statement

In 2018, the Public Accounts Committee
recommended, as part of its wider work on
accountabiity to Parliament for taxpayers’ money.
that all depariments should prepare accounability
staterments. This statement ts now known as the
Accounting Officer System Statement (AOSS) and
should cover all of the accountability relationships
{including those with delivery bodies and third-party
delivery partners). systems and processes within a
department, making clear whao ts accountable for what
at all levels of the system from the Principal Accounting
Officer down.

" The Department’s current Accounting Officer
System Statement can be found

- It is being reviewed during 2020-21.
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The Department aims to respond to
correspongdence from members of the public in 20
working days. In 2019-20 10,600 cases werg responded
1o, and 91% of replies were sent by the target deadiine.

© .- The target respense time for correspondence
from MPs, Peers and key stakeholders {ministerial
correspeondance cases) was reduced from 20 working
days 10 7 working days in September 2019. The
Department received just over 8,UUU casks Juiing
the year and 74% of replies were sent by the target
deadline.

- During 2019-20, the Department and its executive
agencies received 2,195 requests for infarmation
under sither the Freedom of information (FO!j Act or
the Environmental information Regulations (EIR}, The
Department met the 20 working-day statulury responsce
deadlines in 94% of these cases.

The Department aiso answered 18,1271 valid
requests from individuals exercising their rights under
data protection legislation. These consisted mainly of
subject access requests, more than 98% of which were
answered within the statutory deadiine.

The central Department publishes a list of FOls
and EIR responses where some or all of the reguested
information has been disclosed. The Iist can be viewed
an the wabsite under Transparency and freedom of
information releases.

" The Department has continued to ensure that
regulation in the transport sector is proportionate and
does not impose unwarranted burdens on business.
Resources have focused on measures with the highest
impact to ensure that burdens are minimised. Small and
micro business assessments are carried out (o avoid
those businesses being disproportionately affecied by
regulation where possible.

The Better Regutation Unit is ensunng the
effects of the Department's regulations on innavation
in the transport sector are considered and impact
assessments are conducted o a consistent and high
standard.

- The Departrment has continued a roliing
programme of post-implementation reviews to check
regulations affecting business are working. The
Department also makes use of alternatives 1o regulation
where possible, far exampie through awareness
campaigns about drink and drug driving, and vuinerable
road users.
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" Inresponse to strong feedback from business,
the Better Regulation Unit works with the Department’s
public bodies and independent regulators to build
capability and ensure the regulations are proportionate
and do not impaose unwarranted burdens on business in
ling with the Better Reguiation Framework.

The Department has outscurced its Shared
Services arrangements with Arvatc until May 2023, This
piatform covers finance. human resources, procuremeant
and payroll transactions, and the supporting Enterprise
Rescurce Planning (ERP) platform, including hosting,
ticensing and service management. This arrangemant
provides services to over 18,000 users for the central
Department and its executive agencies. The Department
witl implement a replacement ERP system which is
more intuitive, ahead of establishing new shared service
arrangements from May 2023.

Table 16: Number of complaints

The central Department is committed to responding
to complaints within twenty working days. Public bodies,
including executive agencies have their own complaints
procedure. The number of complaints handled by the
Department and its public bodies during 2019-20 and the
previous three years is provided in Table 16. These show
no malor fluctuation overall, however there were reductions
in the motoring agencies, which is likely to be due to data
not being available from the Theory Test contractor to
DVSA. The impact of COVID-19 in the last month of 2019-
20 might also have impacted on staff ability to process and
record compilaints during that period. There were increases
in complaints at HE and HS2 in general.
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DfTe 7 5 8 23

DVLA 3,348 4106 3,987 4,495
DVSA 8,800 9100 6435 11853
VOA 9 - S
MCA 70 a0 YR s
Highways England 5,457 5000 5 031 age0

Mz lid 867 518 64 56
CAA ’ 105 _ 106 131 178 o
Network Rall 1,834 2405 ) 2 089 1917

ORR- 1,722 1638 1434 1.472

BTPA 0 0 I 1

Total 22228 23,072 19.204 24508

1 DVSA theory test complaint tata for 2020 - nat availanle at the time of publcation fromm the confractor due tc COVID-19.

2 ORR Complaints/enquires about ral (e.g. H&S, services), and far road operations (e.g. DartCharge. SMART motorways) ~ only 8 formal

compiaints against ORR,

2_Acceuntability_Report_2020.ndd  12g

16/08/2020 1503 |



Lessons from complaints handling
and improvements made during
2019-20

 The Complaints Tearn staff have focused on
improving the customer experience rather than just
acting as a 2nd line of defernce, through reviewing the
customer journey tollowing d complaint, identifying
the root cause and working with the business areas
to implement improvermnents that reduce poor service
ccourring that causes complaints.

*. DVLA's complaints team monitors the time
cases take to resolve and identifies those that remain
unresolved longest, so as to concentrate their efforts.
This has in turn reduced waiting times for fitness-to-
drive cases that require reference to medically qualified
personnel, This has in turm speeded up the decision
making for Drivers Medical cases for individual drivers.

DVSA has recognised a need 1o change their
approach o correspondence, by taking a customer
service orientated approach ensuring they acknow'edge
arror (where there 1s onej, apologising immediately for
any service failure and seeking an early resciution.

Correspondence is now written in accordance with
Clearly DVSA - an internal standard 1o support clear, useful
and trusted written communication standards, developed
1o improve the quaiity of communication which has made
it easier to understand and reduce misunderstanding
that has previously led to complaints. This has resolved
complaints more gquickly and reduced the numbers going
to the Department s independent Complaints Assassors.

Highways Engiand has underiaken an internal
audit of its complaints process and are implementing
changes te give clearer roles and responsibilities for
handting complaints across the business. Highways
England has developed a new customer service
standard ta improve the qguality and timeliness of how
they respond 10 their customers, in line with key drivers
and industry best practice.

i
LN

“ The remit of the Independent Construction
Commissioner (see below) has been exiended to cover
Phase 2a works which should ensure speedy resolution
of any complaints.

T Where a complainant feels that their complaint
fhas not been handled properly and is not satisfied with
the response, they can have the maiter reviewed by
an Independent Complaints Assessor ((CA) ICAs are
individuals experienced in resolving complaints through
reviewing the issues and recommending solutions o
remedy a complaint satisfactorily as a final stage in the
Department’s complaint handling process.

The number of complaints received for review
by the ICAs In 2019-20 and the previcus three years
is shown in Table 17. This shows a rise over 2018-

19 of 10%. though it is likely to have been greater.
ftis possible that COVID-19 meant cases from the
Department's public bedies did not get passed on as
quickly as usual in March. This is likely 10 show in the
data for 2020-21 when referrals catch-up.

Table 17: Number of complaints reviewed by ICAs

T
DiTc 3 4
DA T 282 e s 1ee
ovsa 47 s s e
voa 0 e
Moa e s
‘Highways England 46 - - Y
HS2 Lid 1 B T, T T e o
can 4 s a4
Network Rall 1 R
Total 296 246 252 273

1 Network Rail only use the Department's ICAs on a selected basis
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! The Parliamentary and Health Sorvice
Ombudsman (PHSQ) investigates complaints about
tne Departrment and its delivery bodies when referred
by a Member of Parliament on behalf of a complainant.
Generally, the PHSO will expect the ICAs to have
reviewed the matter before they consider investigating.

Where the PHSQO believes there is evidence that
there has been maladministration, unfar treatment, or
poor service. it will investigate the issues. review the
remedy provided, and may recommend further actions
to resolve the matter. All recommendations made by the

PHSO were implemented in the year by the Department.

Table 18: Investigations by the PHSO'

Organisation Complaints accepted for

investigation

Investigations upheld or
partly upheld

when PHSO concludes an investigation, it may
do soin the year(s) following when it was initiated. In
addition, there can be several recommendations made
to the Department or its public bodies to resolve a
complaint, and the time between the conclusion of an
investigation; issue of a report with recommendations,
and when those recommendations are complied with or
not can fall into a subseguent yvear. Table 19 includes
the number of recommengations made by PHSO and
those complied with in 2019-20.

Investigations
not upheld
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HE 1 - -
HS2 Ltd - . N
CAA - . _ - o
CAs - T R - S
Total 11 17 8 7 1
1 Further details are available hare: * 7 </ woay nm b v23miar 290 Lk

Table 19: Recommendation made by PHSO

Closed:
Complied With

No. of
Recommendations

Open:
In Compliance

No. of Cases with
Recommendations

Agency
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Health and Safety 1998) reports to the Health and Safety Executive for the
year 2019-20 and previous years. The figures for DVSA
. Health and safety remains a top priority for the remain in decline and ha\_/e been year on year for several
Department and its executive agencies. Table 20 years due ta continuous improvements. The figure also
sets out the number of RIDDOR (Reperting of Injuries, includes accident figures involving members of the
Diseases and Dangerous Occurrence Regulations gL\J/g: t?’tk‘”g their Module 1 moforcycle riding tests on
sites.

Table 20: Number of RIDDOR reportable

Organisation \ 2019-20 2018-19 2017-18 2015-16

DfTe 0 0 0 3
oA 8 e s s
ovsA 2 (staff) 2t t2a® 21
4 (non staff") 7 (third party”) 124 inon staff)
MCA - B T e T T e
VCA T ¢ 0 6] Mwwgb;_k o
Total . 2 21 45 37

1 Non staff mcludes those who have an inury on one of our sites. such as a visitar/contractor.
2 Third party 18 used in acadent scenaros where for example. a driving test veficle is nvolved in an inoident with a third party vehicle - for
example. nat the drving test car.
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Conclusion

As Principal Accounting Officer, | have
responsibility for reviewing the effectiveness of
the system of internal control. | am supported by
the work of Internal Audit, by the managerment
assurance reporting of the executive managers
within the Department, who are responsible for
the development and maintenance of the interna
control framework, and by comments made by
the external auditors in their management letter
and cther reports.

! have been advised by the Chair of the Group
Audit and Risk Assurance Committee of reviews
and recommendations carried out during the year
on governance, risk and assurance. A plan is in
place to address the weaknesses identified by the
Group Head of Internal Audits (HIA) to ensure that
continuous improvement is in place.

This includes improving the operation and
impiementation of key controls across the group,
setting-up the DIT Risk Committee to challenge
and direct risk management approaches and a
continued focus on delivery body governance.

i am pleased that the opinion remained at
moderate this year. | am encouraged by the
recognition that progress has been made, and |
am committed to continuing improvements over
the caming year.

Bernadette Kelly CB

Permanent Secretary and
Principal Accounting Officer
Department for Transport
Great Minster House

33 Horsefarry Road
London SW1P 4DR
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The Accountability Report — People and Remuneration Report

The Accountability Report

People and
Remuneration
Report
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Our People

Introduction

Our ambition is to have a highly professicnal,
skilled, diverse and motivateg workforce and a culture
which reflects our values of Confidence, Excellence and
Teamwork,

Our top people priorities in 19-20 were to:

» Ensure we have the right capacity tc deliver our
departmental priorities

» Build our skills and professional capability
» Support the wellbeing and engagement of our people

» Drive Diversity and Inclusion.

Ensuring we have the right capacity
to deliver our priorities

In 2013-20 the Department faced significant
demands on our peaple which included Brexit,
COVID-19 response, and the large Thomas Cook
repatriation, which brought with it people risks around
capacity, wellbeing, and engagement. Interventions
have included:

» Training of 1200 staff in crisis response, to support
Brexit contingency planning. The Department also
developed comprehensive plans to ensure we had the
right level of resourcing pipelines, and the right reward
interventions and wellbeing support in place.

» A huge Departmental wide rescurcing effort to
suppert the COVID-19 response. This included the
rapid deployment of people across the Department,
as well as providing support to other department's
COVID-19 resourcing demands. We enabled remote
working for the majerity of our peopie in the core
Department tc ensure no impact on productivity.

‘ ( 2_Aceountabity_Report_2020.indg 136

Building our Skills and Professional
Capability

We have made a significant investment in building
the skills and capability of all our people.

* -+ Qurlearning and development pricrities for the
year have been:

» Core skills: learning opportunities encompassing
the wide range of skills that all our peopis need to
perform well in our roles.

» Leading through change.

» Bullding leadership and management capability in
creafing a diverse and inclusive culture.

» Aftracting and growing professional capability with a
focus on commercial, projact delivery and digital skills,

-t We have delivered a Commercial Development
FProgramme aimed at developing future leaders with

a range of commercial skills, and supported a range
of development programmes for Project Delivery
professionals at all levels. This is to ensure we are
growing a critical pipeline to support the Department’s
varied and critical work in major transport infrastructure
projects, In addition, we are an active participant

of government talent schemes, the fast stream,
apprenticeships and the summer diversity internship
programmas.

Supporting the Wellbeing and
Engagement of our Peaple

We implemented a new wellbeing strategy in 2019-20.
This included a comprehensive employee assistance
offering, a network of wellbeing support across the
organisation. and implementation of interventions
including fiu vouchers.

16/09/2020 15:00
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Employee Engagement

© The annual Civil Service People Survey iooks at civil servants' attitudes to, and experience of working in
government departments.

Every year, a Givil Service benchmark report is published along with a summary of main department scores.
The Civil Service People Survey engagement score for the Department increased to 61% in 2019.

- This improvement was achieved through a 5 percentage points (pp) improvement at DVSA and a 2pp
improvement at DVLA.

The core Department remained a high performer for the 'My Work ‘Inclusmn and Falr Treatment Learning
and Deve\opment and Leadershlp and Managmg Change’ themes. ' : : :

Tabte 21: Civil Service People Survey engagement scores 2015 to 2019

Civil Servic

DfTe and agenc 61 56 &9 58 54

Dfe a 64 62 65 63 61

oviA 63 s 62 63 s
DVSA o 57 s 49 43 e
MCA 65 &5 65 Y 59

VCA 63 64 61 ez 62

Our staff numbers

© . The following sections on staff numbers and costs are subject to audit. Details on the average number of
whole-time equivalent perscns employed during the year, the staff costs and gender composition are set cut in the
tables below:

Table 22: Staff numbers (Departmental Group inciuding delivery bodies}'

2019-20 2018-19

Permanently

employed Special
Average number of staff Staff Others | Ministers advisers
Average number of persons employed 63,185 1,382 5 2 64,574 61.88¢
Of which
DiTe T 2,784 09 5 2 2,820 2618
Agencies o 6,649 144 - - 6793 6575
Other delivery bodies o 53752 1,200 - - 54961 52,696

Excluding DVSA whlcr IS OUIS\GE of the accounting boundary

During 2018-20, responsibility for the salaries and other costs of special advisors was passed to the Cabinet Cffice.
This change took place between July and September 2019, and special advisors are no longer employed by the Depariment.
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Table 23: Staff costs (Departmental Group including delivery bodies)

2018-19
Permanently |
employed Staff Other Staff |
£m em!
Wages and salaries 3,061 38 3,099 2,930
Social securlry oosts 333 - 333 314
Other pension rnats - 467 - 467 414
Sub-total 3,861 a8 3, 889 3,658
Less recoveries In respect of @ 2 b
outward secondments
Less Staff costs cap;tahsed {1,193 (16) (1,209) 3. 159)
Total staff costs recogmsed in
the Group Financial Statements 2,666 22 2,688 2,498
Of which: Core Department & Agencnes 467 12 469 425

‘Other staft includes mimisters and specia adwsers, who were pad £217k and £59Kk respectively (2018-19: £134k and £178k). Ministenal pay
has increased due to the addition of one ministenal post this year, and an increase in the number of ministers claiming the ministerial salary
o winch they are enhitled over and above ther parlamentary salary Special adwiser pay has decreased as responsiiiity for their pay was

centralised and transferred to the Catinet Office in-year.

Table 24: Number of persons of each sex who were employees of the Department and

its executive agencies as at 31 March 2020

Number of persons of each sex who were directors of the entity

Permanent Secretary and Directors General

Number of persons of each sex who were senior managers of the

entity Members of the Senior Civil Service {excluding above)

Number of persons of each sex who were employees of the entity

Employees in () DfTc and §i) DfT including agencies'

1 Excluding DVSA, which 1s outside the accounting boundary.

Staff redeployments
- This data refates to the central Department only.

Table 25; Staff Loaned in to DIT

Loaned | Loaned in
l in short | long term

i term (6 {more | Average
Total | months| than6| loanin
loaned in ! or less) | months) | (months)

2_Accountability_Repor 2020 indd 138

31 March 2020 31 March 2019
Men Women

3 3 4

62 112 68
i1 1,564 §1,116 1,633 it1,148
i) 3,291 iy 4,297 ii) 4,866 i) 5,358

- Staff loaned in are classed as an administration
cost. The cost of staff on loan to the Department in
2019-20 is L6005k (2018-19: £379k), Of the staff loaned
in to the department, 42 nat paid by DT, During 2019-
20, there was an increasing number and duration of
ioans into DfT, largely driven by additional resourcing
reguirements to support Brexit.

Table 26: Staff loaned out of DFT

Numbers

| Loaned | Loanedin

’ in short | long term

i term (6 {more | Average

\ months than 6 foan in
or less) < [months)
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Diversity and
Inclusion at DfT

The Civil Service 1s committed to becoming the
maost inclusive employer in the UK, and the Department
for Transport wants to lead the way in this commitment.
We are dedicated o understanding, respecting and
representing as broad a range of views and backgrounds
as we have in UK scciaty, We know that diverse
perspectives and experiences are critical to an effective,
modern Civil Service,

We know we need to go much further and faster
in tackling racial inequalities and have developed action
plans 1o address these very spocific issues.

This year we:

» Completed the Race at Work Charter at DfTc which
commits employers to driving. improvements in
the recruitment and progression of ethnic minority
employees.

» Launched the Ascend Sponsorship Programme for
ethnic minority and disabled Grade 6 and 7's with an
SCS sponsor.

» Achieved the Carer Confident Benchmark Level 2.

o+ The publication of our actions plan is only the
start, but will not be enough on its own. Success and real
change reguires sustained, active leadership on the part of
us all and our Action Plans have a large focus on building
leadership and management capability, ensuring we have
strong and effective leaders and managers who can create
a culture around our values of Confidence. Excelience and
Teamwork, and where individuals. from any background,
are supporied to thrive.

- -1 The Department punlishes its equality monitoring
dataannualy on: - e o e

Bernadette Kelly is the Social Mobility Champion
for the Civil Service. At Executive Committee avel
the Departmental senior champions take perscnal
responsibility for leading and supporting their area. The
champions are:

» Gender, age and carers (Ruth Hannant and
Polly Payne)

» LGBT+ (Nick Joyce)
» Disability and wellbeing {Clive Maxwell)
» Race (Emma Ward, was Palricia Hayes)
» Faith and belief {Nick Bisson}
» Social Mobility {Gareth Davies).
They act as change agents, responsible for
reiterating the central Departmant’s commitment to
becoming one of the leading government departments

in promaoting good practice on diversity and inclusion in
employment.

Race

The Department launched a Race Action Plan
2019-20, which buiids on the D&l action plan. The Race
Action Plan sets out a set of measures specifically
targeted to:

» Support and progress BAME talent in the
Department.

» Increase overall representation at senior levels and
ensure BAME voices are heard in our decision-making
bodies.

» Ensure that all BAME staff are treated fairty.
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. .= To drive deiivery and ensure that momentum is
not lost, iImplementation of this action plan is cverseen
by a new DfT Race Board, chaired by the DG level
Race Champicon. The Race Board is responsible for
moenitering progress aganst the action plan and those
areas of the D&! plan identified as being important for
making progress on race equality.

" .+ This year the Department will appointment Race
Champions within DG groups 1o help deliver these
commitments, and to recruit more Race Alles amongst
at all levels and from all backgrounds.

Exco is updated quarterly on progress in delivery
of the Race Acticn Plan, along with the D&l Dashboard.
All steps are taken 1o collsct and analyse data by sthnic
group to feed into the implementation plan.

Staff networks

There are a range of staff networks in the cantral
Department, providing support in many ways. They
are not just important for employees. These networks
also have the potential to provide a wide range of
benefits that come from having a collective voice, as
well as building a sense of community and cohesion,
The networks are strong partners of the Department's
diversity and inclusion work, including representing
pecpie, and engaging on matters including race,
faith, disability, gender, caring responsibiliies, sexual
orientation and identity, age, social mobility, working
pattern, working location and armed forces veterans,

Gender Pay Gap reporting

The Department’'s gender pay gap information
is published as part of the Department’s Gender Pay
Gap Report. The mean gender pay gap (GPG) is 13.8%
{(2018-19: 15.6%) and the median pay gap is 13.8%
(2018-19: 15.6%).

The Department’'s GPG is driven by different
levels of gender representation across ali grades and
across different lccations, as well as the fact that there
are fewer women in some of the specialist, technical
rcles, which attract additional alfowances, Work to tackle
the gap includes actions to: ensure the Department has
an inclusive culture where women can thrive; remove
barriers in attraction and recruitment; and support
women to develop and progress.

2_Accountability Repart_2020.indd 140

Promoting DfT as a Disability
Confident Employer

17U In 2017, the Department of Work and Pensions
accredited the Department as a 'Disability Confident
Leader Levet 3" employer. The Disability Confident
scheme encourages emplayers to become more
confident about employing disabled staff. DVLA has
been separately accredited as a ‘Disability Confident
! eader Leve! 3' emplover, so that they could be listed
separately and support Welsh organisations directly.

Since gaining accreditation, the Department
continues to be committed to supporting disabled
employers and promoting the Department as an
employer of choice for people with a disability.

During the recruitment process applications
are welcomed from individuals, and the recruitment
team makes sure to understand what adjustments
candidates require to perform at their best. In 2018, the
Department launched the new careers pages

v e oo on the Civil Service
Careers website, to showcase what it is like to work in
the Department and opportunities available. Following
the completion of an Inclusion Audit of recrutment
processes by The Clear Company, all staff in the
Departmental Rescurcing Group are now Accredited
Recruiters, having completed The Clear Company's
inclusive Recruitment and Selection programme.

The Department's hiring managers also undergo
unconscious bias training and becoming disability
confident training.

The Department wants to ensure that anyone with
a disability can develop, prosper and fulfil their potential
on a level playing field. The Workplace Adjustment
team and Cccupational Health provider are available o
help individuals identify what workplaces adjustments
they may require. It I8 alsG good practice to consider
a workplace adjustment for everyone who might
experience a barrier or difficufty at work, not just those
with a disability. These adjustments may be eguipment
or specialist software, or involve redesigning roles
around the needs of a specific disability.

During the COVID-19 response, the workplace
adjustments team worked with an external contracter 1o
deliver specialist office equipment from the workplace
tc employees’ homes. A trained assessor set the
equipment to the required specifications. To protect staff
classified as vulnerable aduits. or those shielding during
COVID-18, the Depariment offers virtual assessments
for home working environments.

15/09/2020 15:02
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- The Department supports statt members to keep
a record of adjustments on a workplace adjustment
passport. The purpose of the passport is 1o capture
all agreed workplace adiustment reguirements
of employees, whether physical or non-physical,
to minimise the need to re-negotiate workplace
adjustments when a staff member moves post or to
another government department, or is assigned a new
line manager.

There are disability networks across the
DIT family, each championed lozally by a board-
tevel champion. In the core Department, the Ability
Network and the Neurodiversity Network work to
ensure maximum exposure of messaging across the
organisation and have provided support on disability,
warkplace adiustments and accessible technology. Part
of the activities the Ability Network and Neurodiversity
Network deiiver include learning sessions, speakers and
other development for their members to build their skills
and confidence.

* The Department launched a Race Action Plan
this year. which builds on the D&l action plan. The Race
Action Plan sets out a set of measures specfifically
targeted to:

» Support and progress BAME talent in the
Department.

» Increase overall representation at senior levels and
ensure BAME voices are heard in cur decisicn-making
bodies.

» Ensure that all Black. Asian and Minority Ethnic staff
are treated fairly,

To drive delivery and ensure that momentum is
not lost, implementation of this action plan is overseen
by a new DIT Race Board, chaired by the DG level
Race Champion. The Race Board is responsible for
monitoring progress against the action plan and those
areas of the D&l plan identified as being important for
making progress on race equality.

This year the Department will appointment Race
Champions within director general groups 16 help
deliver these commitments, and o recruit more Race
Allies amongst at all levels and from all backgrounds.

- Exco is updated guarterly on progress in delivery
of the Race Action Plan, along with the D&l Dashboard.
All steps are taken to collect and analyse data by ethnic
group to feed into the implermentation plan.

r“,&

Employee Policy

The Department regularly consults with its
trade unicn representatives over the development
and implementation of employee policy. including the
introduction of a new dispute resclution policy. This
aims to resolve employee grisvances more quickly and
sattsfactorily. The unions were engaged over plans
to support the management of Brexit and to help
repatriate British holidaymakers following the collapse
of Thomas Cook.

Negotiations also took place over the annual
delegated pay award. and despite good progress being
made, two unions decided to reject the eventual pay
offer, which was implemented without agreemeant in
November 2019.

© The Department was nct confronted with any
large scale industrial action over the period, although
limited numbers of staff tcok part in strike action over
a range of local issues with the Driver and Vehicle
Standards Agency between August and December
2019. The action was managed in such a way as o
minimise the impact on public services.

- The Trade Union Side in the Department is made
up of the FDA, PCS, and Prospect unions. In addition,
drivers 1n the Government Car Service are represented by
Unite. Facility time is granted to accredited representatives
for trade union duties (TUD) and trade unicn activities
(TUA} in line with legislation, the Cabinet Cffice
framework on trade union faciities, and Departmental
policy as set out in the Staff Handbook. Paid time off is
permitted for TUD and unpaid time off for TUA. Trade
union representatives must also have an official role that
will normally take up at least 50% of their paid time.

. - TU representation — The number of TU
representatives employed by the department and the
caost of facility time is set out below:

FTE' employee
number

Number of employees who were

relevant union officials during the
relevant period

144 133.6

i Fult Time Equivalent

' Percentage of time spent on facility tima — How
employees who were TU representatives’ officials
employed during the relevant period spent their time.

Percentage of time Number of
employees

0% 28
1-50% 115
51%-99% 1
100% 0
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Percentage of pay il spent on facility time -
The cost to the Department of trade union facility time
represents 0.05% of the pay bill.

Total cost of facility time £0.23m

Total pay bill 673,191

Percentage of the total pay bill spent an 0.03%

facility time, calcuiated as: (total cost of

facitity time + total pay bill) x 160

1 Based an payroll data March 2014-Apnil 2020 1ar DTicurel,
DVLA, DVSA, MCA and VCA only,

Paid TU activities — Ag a percentage of total
paid facility time hours, how many hours were spent
by employees who were TU representatives during the
relevant period on paid TU activities.

Time spent on paid TU activities as a 0%
percerntage of total paid facility time hours
calcuiated as: {fotal hours spent on paid

TU activities by TU representatives during

the relevant period + total paid facility time
hours} x 100

1 Departmental policy 15 thal Trade Union Activity does not attract
pad facility time.

8.1 average working days were lost to sickness
absence for the 12-month period ending 31 March
2020 for the central Department and its executive
agencies. This is a small increase of 0.1 days ¢n the
year to 31 March 2013, All absence is reviewed to
ensure that support is offered and occupational health
reports, action plans and interventions are progressed
as appropriate. The Department is focused on improving
wellbeing, with a range of support in place that staff
Can access.
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Resourcing

The Department and its executive agencies have
control systems reguiring recruitment 1o be approved by
Departmental HR Directors and controlfed from a single
peint. 1,781 posts recruited externally during 2018-20.
During the reparting year, there were 52 exceplions
1o the general recruitment principles in relation to fair
and cpen competition. These were spread among the
exceutive agencies and the central Nepartment in a
manner consistent with recruitment volume. Temporary
appointments of up to two years remain the most
common use of exception, accounting for nearly halt
of the total (22).

Service contracts

o' The Constitutional Reform and Governance
Act 2010 requires Civil Service appointments to be
made on merit based on fair and open competition.
The Recruitment Principles published ty the Civil
Service Commission specify the circumstances when
appointments may be made otharwise.

Unless otherwise stated below, the officials
covered by this report hold appaintments which
are open-ended. Early termination, other than for
misconduct, would result in the Individual recelving
compensation as set out in the Civil Service
Compensation Scheme.

Further information about the work of the
Civil Service Commission can be found at

J
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Remuneration

Remuneration policy — Senior Civil
Service

- Senior Civil Service (SCS) pay and conditions
are not delegated to individual departments. The SCS
is a corporate resource, employed with a common
framework of terms and conditions across Government
departments.

Recommendations on SCS remuneration are
provided by the Review Body on Senior Salaries
(SSREB) in an annual report to the Prime Minister.
Further information abzout its work and copies of its
annual reports can be found at:+ - - e

The Government’s response to the
racommendations of the SSRB is communicated
to departments by the Cabkinet Office. and the
remuneration of the Department’s senior civil servants is
determined by the Department’s Pay and Performance
Committee in accordance with that central guidance.

Performance management
Ferformance against Cabinet Office-determined

core objectives, and relative to SCS peers, determines

allocation to a performance group, to which non-

consolidated variabie pay is Iinked. There are three

performance groups:

» top

» achieving

» {ow.

l 2_Accountabity_Repori_2020.ndd 143

To be allocated to the top performance group,
an individual must deliver to the highest standards in all
objective categories.

o The annual value of non-consolidated
performance pay and base pay s set within the
limits determined by the government's response to
the recommendations of the Review Body on Senicr
Salaries. In 2013-20, base pay increases were available
for members of the SCS who were in the "top' and
‘achieving' performance groups, in line with SCS Pay
Policy determined by the Cabinet Office.

Number of Senior Civil Service staff
by band

The number of SCS employed by the Department,
including its executive agencies, as at 31 March 2020,
is disaggregated in Table 27.
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Table 27: Number of Senior Civil Service (SCS) staff within the Department and its
agencies by salary range

Distribution of senior civil service salaries within the Department’

Salary Range?

Staff numbers®

| Salary Range?

Staff numbers®

£65,000-£69,999 i+ £115,000-£119,989 5
£70,000-£74,999 43 £120,000-£124,999 3
£75,000-£79,999 44 £125,000-£122,999 2
£80,000-£84,999 24 £13C,000-£134,999 B
£85,000-£89,999 12 £135,000-£139,999 1
£80,000-£04,959 19 £140,000-£145,989 1
£95,000-£99,999 7 £145,000-£149,999 1
£100,000-£104,996 10 £165.000-£169,999 1
£105,000-£109,999 7 £260,000-£264,999 1
£110,600-£114,399 8 Total SCS Staff Numbers 165

1 Information 1s for all SCS in the Department and its executive agencies as at 31 March 2020, including those on fixed-term contracts, and
paid loans in {excluding outward loans and secondments). Salary 1s the basic annual fuli-time equivalent salary effective from 31 March 2020,
and excludes non-consolidated performance refated pay.

2 The minmum annuat salary for SCS 15 £70,000.

3 Staff numbers are actual. not full-time eguivalents, so a part-time member of stafl counts as 1.

Pay and Performance Committee

This Committee cemprises the Department's Permanent Secretary {as Chair), all Director Generals, and the

Group HR Director. For the year to 31 March 2020, its members wers:

Bernﬁeﬁe‘Kélly Per?nanent Séc?reTa?yTEépartmem for Transport

Lucy Chadwick (to 01/05/2019} Director General, international, Security and Environment
Gareth Davies {from 07/05/19) Director General, Aviation, Maritime, International and Security
Clive Maxwell Director General, High Speed and Rail Major Projects

Nick Joyce Director General, Resources & Strategy

Polly Payne & Ruth Hannant Directors General, Rail

Patricia Hayes (to 24/02/2020)

Director General, Roads, Devolution & Matering

Christina Duncan

Group HR Director

1 Gareth Davies replaced Lucy Cradwick and the role title was changed dunng 2015-20

The Commitiee’s remit includes making pay and talent decisions for directars and deputy directors.

The Parmanent Secretary decides on pay faor Directors General.
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Remuneration (including
salary) and pension
entitlements

The following sections on executive board members’
remuneration and pension disclosures are subject to audit.

Executive members of the
DfT Board

‘Salary’ includes gross salary; reserved rights to
London weighting or Longon allowances; recruitment
and retention allowances. private office allowances and
any other allowance to the extent that it is subject to

Table 28: Officials’ remuneration’

2019-20

Bonus | Pension

Payments | Benefits | Benefits

Officials (£000)

o

{£000)

UK taxation. This report is based on accrued payments
made by the Department, and thus recorded in these
accounts.

- Bonuses are based on performance levels
attainad, and are made as part of the apprasal
process. Bonuses are paid in arrears, and relate to the
performance in the previous year, in which it is payable
to the individual. The bonuses reported in 2019-20
relate to performance in 2018-19 and the comparative
bonuses reported for 2018-19 relate to the performance
in2017-18.

The monetary value of benefits in kind covers any
benefits provided by the Department and treated by
HM Revenue and Customs as a taxable emoctument.
There were no benefits in kind reported in 2019-20 or
2018-13 for executive board members.

Pension Total
Benefits | Benefits
{£000) (£000)

Bernadette Kelly 165-170 - 245-250 160-165 - 74 235-240
(Permanent Secretary)

Lucy Chadwick 10-15 10-15 50-585 135-140 15-20 55 205-210
{Cirector General)

to 1 May 2019

Full Year Equivalent 135-140 -

Patricia Hayes 115-120 10-15 59 190-196 130-135 15-20 43 185-100
(Cirector General)

to 24 Fepruary 2020

Full Year Equivalent 130-135 -

Nick Joyce 140-145 5-10 57 200-205 135140 5-10 63 205-210
(Director General)

Clive Maxwell 145-150 5-10 52 206-210  145-150 5-10 44 180-195
(Crrector General)

Ruth Hannant? 75-80 - 40 115-120  75-80 134 210-215
(Director General)

Fult Time Equivalent 130-135 125-130

Polly Payne? 75-8C - 38 115-120  75-80 111 190-195
{Director General)

Full Time Fquivalent 130-135 125-130

Gareth Davies 123-125 5-10 37 160-165 - -
{Director General)

From 7 May 2019

full Year Equivalent 130-135 -

1 Pension data is provided by My CSP. The value of pension benefits accrued during the year 1s caloulated as (the real ingrease in pension
multipled by 20) pilus (the real Increase » any lump sumi less (the contributions made by the individual] The real increases exclude
increases due to inflabon or any INcrease or decreases due 1o a transfer of pension rights.

2 Ruth Mannant and Polly Payne share a Dhrector General role, Individual remuneration figures reflect part-ime working arrangements,
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Table 29: Pension benefits (officials)

Accrued
pension at Real increase L
Pension age as in pension and L
at 31/3/2020 and related lump Real
related lump | sum at pension CETV at CETV at | increase in
sum | age 31/3/2020 31/3/2019 CETV
Officials £000 £000 £000 £000 2000
Bernadette Kelly 70-75 255 1,511 1,389 52
Permanent Secretary Lump sum Lump sum
185-190 0-2.5
Lucy Chadwick 65-70 0-2.5 1,098 1,074 21
Director General
to 1 May 2019
Patricia Hayes 55-60 255 1,054 970 38
Director General Lump sum Lump sum
to February 2020 125-130 0-25
Nick Joyce 35-40 255 582 519 31
Director General
Clive Maxwell 55-60 255 988 a6 23
Director General Lump sum Lump sum
125-130 0
Ruth Hannant 30-35 0-2.5 526 480 21
Director General Lump sum Lump sum
75-80 0-2.5
Polly Payne 25-30 0-2.5 489 442" 23
Director General Lump sum Lump sum
55-60 G-2.5
Gareth Davies 45-50 0-25 677 629 15

Director General
from 7 May 2019

1 Polly Payne CETV updated for 31/03/2019 due to & retrospective change in service history
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Civil Service Pensions

Pension benefits are provided through the civil
service pension arrangements. From 1 April 2015, a
new pension scheme for civil servants was introduced
- the Civil Servants and Others Pension Scheme, or
alpha, which provides benefits on a career average
basis with a normal pension age equal to the member's
State Pension Age {or 65 if higher). From that date,
all newly appointed civil servants and the majority of
those already in service joined alpha. Prior to that date,
civil servants participated in the Principal Civil Service
Pension Scheme (PCSPS). The PCSPS has four
sections: three providing benefits on a final salary basis
{classic, premium or classic plus) with a normal pension
age of 80; and one providing benefits on a whole career
basis (nuvos) with a normal pension age of 65.

These statutory arrangements are unfundad, with
the cost of benefits met by monies voted by Parliament
each year, Pensions payable under classic, premium,
classic plus, nuvos, and alpha are increased annually
in tine with Pensions Increase legislation. Existing
members of PCSPS, who were within 10 years of their
normal pension age on 1 April 2012, remained in the
PCSPS after 1 April 2015, Those who were between
10 years and 13 years 5 months from their normal
pension age on 1 April 2012 will switch into alpha
sometime between 1 June 2015 and 1 February 2022.
Al members who switch to alpha have their PCSFS
benefits ‘hanked’, with those with earlier benefits in one
of the final salary sections of the PCSPS having those
benefits based on their final salary when they leave
alpha. (The pengion figures quoted for officials show
pension earned in PCSPS or alpha — as appropriate,
Where the official has benefits in both the PCSPS and
alpha the figure quoted is the combined value of their
benefits in the two schemes.) Members joining from
October 2002 may opt for either the appropnate defined
benefit arrangement or a ‘money purchase’ stakeholder
pension with an employer contribution {partnership
pension account).

- Employee contributions are salary-related and
range between 4.6% and 8.05% for members of classic,
premium, classic pius, nuves and alpha. Benefits in
classic accrue at the rate of 1/80th of final pensionable
earnings for each year of service. In additien, a lump
sum equivalent to three years initial pension is payable
on retirement.

i For premium, benefits accrue at the rate of 1/60th
of final pensionable earnings for each year of service.
Unlike classic, there is no automnatic lump sum. Classic
plus is a hyborid of classic and premium with benefits for
service before 1 October 2002 calculated broadly as
per classic and bhenefits for service from October 2002
calculated as in premium.

“ 1+ In nuvos, a member builds up a pension based
on pensicnable earnings during their period of scheme
membership. At the end of the scheme year (31 March)
the member's earned pension agcount is credited with
2.3% of their pensicnable earnings in that schemse
year and the accrued pension is uprated in line with
Pensions Increase legislation. Benefits in aipha build up
in a similar way 10 nuves. except that the accrual rate
N 2.32%. in all cases, members may opt to give up
{commute) pension for a lump sum. up to the limits set
by the Finance Act 2004,

The partnership pension account is a stakeholder
pension arrangement. The employer makes a basic
contribution of between 8% and 14.75% (depending
on the age of the member} into a stakeholder pension
product chesen by the employee from the appointed
provider, Legal & General. The employee does not have
to contribute, but where they do make contributions,
the employer will match these up to a limit of 3% of
pensionable salary {in addition tc the employer’s basic
contribution). Employers also contribute a further 0.5%
of pensionabie salary to cover the cost of centrally-
provided risk benefit cover {death in service and ll
health retirement).

The accrued pension guoted is the pension the
member is entitled 1o receive when they reach pension
age, or immediately on ceasing to be an active member
of the scheme if they are already at or over pension age.
Pension age is 60 for members of classic, premium and
classic pius, 65 for members of nuvos, and the higher
of 65 or State Pension Age for members of alpha. (The
pension figures quoted for officials show pension earned
in PCSPS or alpha - as appropriate. Where the official
has benefits in both the PCSPS and aipha the figure
quoted is the combined value of their benefits in the
two schemes, but note that part of that pension may be
payable from different ages.)

- Further details about the Civil Service pension
arrangements can be found at the website
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Cash equivalent transfer values

. A Cash Equivalent Transfer Value {CETV) is the
actuarially assessed capitalised value of the pension
scheme benefits accrued by a member at a particular
point in time. The benefits valued are the member's
accrued benefits and any contingent spouse’s pension
payable from the scheme. CETV is a2 payment made by
a pension scheme or arrangement 10 sacure pension
benefits in another pension scheme or arrangement
when the member leaves a scheme and chooses to
trangfer the benefits accrued in their former scheme.
The pension figures shown relate to the benefits that the
individual has gccrusd beacause of their total membership
of the pension scheme, not just their service in a senior
capacity to which disciosure applies.

. The figures include the value of any pension
benefit in another scheme or arrangement, which the
member has transterred ic the Civil Service pension
arrangements. They also include any additional pension
benefit accrued to the member hecause of their buying
additional pension benefits at their own cost, CETVS
are worked out In accordance with The Oocupational
Pension Schemes (Transfer Values) (Amendment)
Regulations 2008. and do not take account of any actual
or potential reduction 1o benefits resulting from Lifetime
Aliowance Tax, which may be due when pansion benefits
are taken.

Real increase in the value of the
CETV

-~ This reflects the increase in CETV that is funded
by the emplayer. It does not include the increase
in accrued pension due to infiation, contributions
paig by the employee {including the value of any
benefits transferred frorm another pension scheme
or arrangement} and uses common market valuation
factors for the start and end of the period.
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Ministers

The following sections on ministerial remuneration and
pension disclosures are subject to audit.

Salary

‘Salary’ includes gross salary, overtime; reserved
rights to London weighting or London affowances;
recruitment and retention allowances, private office
allowances and any cther aliowance to the extent that
it is subject to UK taxation. This report is based on
accrued payments made by the Dapartment and thus
recorded in these accounts.

-+ In respect of ministers in the House of Commons,
departments bear only the cost of the additional
ministerial remuneration: the salary for their services as
an MP [£79,468 from April 2018) and various allowances
to which they are entitled are borne centrally,

Benefits in kind

. The monetary vaiue of benefits in kind covers
any benefits provided by the Department. and treated
by HM Revenue and Customs as a taxable emolument.
There were no benefits in kind reported in 2018-20 for
ministers.

Compensation for loss of office

Chris Grayling MP left the government on
24 July 2019. He received a compensation payment
of £16,876. Andrew Jonaes MP left the government on
26 July 2018. He received a compensation paymernt
of £56,594.
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Full year equivalent salary

Table 30: Ministers’ remuneration

At Hon Grant Shapps MP
Secretary of State

{from 24 July 2019)

Full year equivalent salary

Salary (£)
46,273

67,505

2019-20

Pension
benefits
(to
nearest
£1000)

11,000

Total
benefits
(to
nearest
£1000)

58,00C

Salary (£}

2018-19

Pension Total
benefits | benefits
{to (to
nearest nearest
£1000) £1000)

Rt Hon Chris Grayling MP
Secretary of State

{from 14 July 2016 10

24 July 2019)

Fult vear equivalent salary

21,231

67,505

6,000

27,000

67.505

14000 82,000

Chris Heaton-Harris MP
Minister of State

ffrom 25 July 2019)

Fulf vear equivatent saiary

21,545

31,680

5,000

27,000

Andrew Stephenson MP
Minister of State
{from 13 February 2020)

4,096

31,680

1,000

5,000

George Freeman MP
Miruster of State

{from 26 July 2019 to

13 February 2020)

Fufl year equivalent salary

17,449

31,680

9,000

26,000

Rt Hon Michael Ellis QC
Minister of State

(from 23 May 2019 to

24 July 2019}

Full year equivalent salary

5,505

317,680

1,000

7,000

Rt Hon Jesse Norman MP
PUSS (from 14 June 2017 to
11 November 2018):

MoS (from (12 November 2018
to 23 May 2019)

Fuil year equivalent salary

4,513

31,680¢

1,000

6,000

05088

25,968

6000 32.000

Rt Hon Jo Johnson MP
Minister of State

(from 10 January to

9 November 2018}

Full vear equivalent salary

Baroness Vere
Parliamertary Under
Secretary of State funpaid)
(from 23 Aprit 2019 to

1 August 2019)
Parlizmentary Under
Secretary of State (paid)
(from 2 August 2019)

Full year equivalent salary
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Table 30 (continued): Ministers’ remuneration

2019-20 2018-18

‘ Pension Total \ Pension Total
~ benefits | benefits benefits | benefits
{to {to {to fto

N nearest nearest nearest nearest
£1000) £1000) £1000) £1000)

Kelly Tolhurst MP 2,893 1,000 4,000 - - -
Parliamentary Under

Secretary of State

{from 13 February 2020)

Full year equivalent salary 22,375

Nusrat Ghani MP 3,802 4,000 8,000 - 4.000 4,000
Assistant Chief Whip and

Parliamentary Under

Secretary of State®

(from 10 January 2018 to

13 February 2G20)

Ministers Salary (£)

Full year equivalent salary 22,375 - .
Paul Maynard MP 12,401 3,000 15,000 - - -
Paramentary Under

Secretary of State

{from 13 February 2020)

FUll year equivalent salary ] 22,375 s
Andrew Jones MP 7,157 2,000 38,000 8,638 2.000 11,000
Parliamentary Under

Secretary of State

{from 12 November 2018 to

26 July 2019)

Full year equivalent salary 22,375 22,375 ) L ]
Baroness Sugg CBE -4 1,000 1,000 - 15,000 15,000

Rarliamentary Under

Secretary of State

{from 27 October 2017 to

25 April 2019}

Full vear equivatent salary - -

1 The Full Year Equivalen! value provided for Jesse Norman's rale as Minister of State for Transport.

2 Baroness Vere role prior to £ August 2018 was unpaid.

3 Nusral Gham was until December 2019 remunerated by HM Treasury as a government whip and was not paid oy the Departrmant. Salary
and full-tme equivalent amounts Isted above relate 10 the penod between December 2019 and February 2020 wher she was paid for ner
departmental rale only,

4 Baroness Suga’s rale at OfT was unpad
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Ministerial Pensions

Pension benefits for ministers are provided by the
Parliamentary Contributory Pension Fund {PCPF). The
scheme is made under statute and the rules are set out
in the Ministers' etc. Pension Scheme 2015, available at:

. [ . |

Thase minigters who are Members of Parliamant
may also accrue an MP's pensicn under the PCPF
(details of which are not included in this report). A new
MP's pension scheme was infroduced in May 2015:
members who ware MPs and aged 56 or older on
1 April 2013 have transitional protection to remain in
the previous MPs’ final salary pension scheme.

Table 31: Pension benefits (ministers)

Benefits for ministers are payable from state
pension age under the 2015 scheme. Pensions are
re-valued annually in ling with Pensions Increase
tegislation, oth before and after retirement. The
contribution rate from May 2015 is 11.1%, and the
accrual rate is 1.775% of pensionable earnings.

The figure shown for pension value includes the
total pension payable tc the membear under Doth the
pre- and post-2015 Ministerial pension schemes.
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Real
Accrued Real l increase
pensionat | increasein ; in CETV
age65asat| pensionat CETV at CETV at funded by
31/3/2019 age 65| 31/03/2020 | 31/03/2019 taxpayer
Ministers £000 £000 £000 2000 £000
Rt Hon Grant Shapps MP
Secretary of State 0-5 0-2.5 52 40 §]
{from 24 July 2019
At Hon Chris Grayling MP
Secretary of State
ffrom 14 July 2016 to 1015 0-25 218 204 4
24 July 2019)
Chris Heaton-Harris MP
Minister of State -5 0-2.5 18 12 3
{from 25 July 2019)
Andrew Stephenson MP
Minister of State 0-5 0-2.5 11 1Cc 0
(from 13 February 2020)
George Freeman MP
Minister of State
{from 26 Juy 2019 to 05 0-25 9 12 5
13 February 2020)
Rt Hon Michael Ellis QC
Minister of State
(from 23 May 201% to 0-5 025 16 15 !
26 July 2019)
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Table 31 (continued): Pension benefits (ministers)

Accrued
pension at

age 65 as at
31/3/2019
Ministers £000

Rt Hon Jesse Norman MP

Parliamentary Under

Secretary of State

{PUSS from 14 June 2017 to 0-5
11 Novemnber 2018);

MoS {from 12 November 2018 to

23 May 2019)

Rea!
increase in
pension at

age 65
£000

0-25

Real
increase
in CETV

CETV at CETVat| funded by
31/03/2020 . 31/03/2019 taxpayer
£000 £000 £000

19 18 1

Baroness Vere
Parliamentary Under
Secretary of State
Parliamentary Under
Secretary of State (Unpaid))
(from 23 April 2019 to

1 August 2018}
Parliamentary Undar
Secretary of State (paid)
(from 2 August 2019)

Rachel Maciean MP
Parliamentary Under
Secratary of State

(from 13 February 2020)

Kelty Tolhurst MP
Parliamentary Undar
Secretary of State

(from 13 February 2020)

C-5

0-5

0-2.5

0-2.5

G-25

Nusrat Ghani MP
Asgistant Chiet Whip and
Parliamentary Under
Secretary of State

{from 10 January 2018 to
13 February 2020)

0-5

0-2.5

48 29 8

Paul Maynard MP

Parliamentary Under

Secretary of State 0-5
{from 26 July 2019 to

13 February 2020}

0-25

16 13 1

Andrew Jones MP

Parliamentary Under

Secretary of State 0-5
{from 12 November 2018 to

26 July 2019}

0-2.5

20 18 1

Baroness Sugg CBE

Pariamentary Under

Secretary of State 0-5
{from 27 October 2017 to

15 April 2019}

G258

24 23 1
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Cash equivalent transfer values

This is the actuarially assessed capitalised value
of the pension scheme benefits accrued by a member
at a particular point in time. The benefits valued are
the member's accrued benefits, and any contingent
spouse’s pension payable from the scheme. A CETV is
a payment made by a pension scheme, or arrangement
fo secure pension benefits, in another pension scheme,
or arrangement when the member leaves a scheme,
and chooses to transfer the pension benefits they have
accrued in their farmer scherme. The pension figures
shown relate to the benefits that the individual has
accrued because of their total ministerial service, not
just their current appointment as a minister. CETVs are
calculated in accordance with The Occupational Pension
Schemes (Transfer Values) (Amendment) Regulations
2008 and do not take into account any actual, or
petential reduction to benefits resulting from Lifetime
Allowance Tax, which may be due when pension
benefits are taken,

Real increase in the value of
the CETV

"~ This is the element of the increase in accrued
pension funded Ly the Excheguer. It excludes increases
due to inflation and contributions paid by the minister
(including the value of any benefits transferred from
another pension scheme or arrangerment). It is worked
out using comman market valuation factors for the start
and end of the pericd.

Non-Executive Board Members

The following sections on Nan-Executive
Board Members’ (NEBM) remuneration and pension
disciosures are sybject to audit.

- Each of the NEBMs, lan King, Richard Aitken-
Davies, Richard Keys, Teny Poulter and Tracy Wastall,
is entitied to claim annual fees, currentty £15,000 per
annum, and reasonable expenses (including travel and
supsistence in ling with the Department's policy on such
EXPEeNnses).

lan King, as the lead NEBM, receives an
additonal £5,000 in recognition of his role. Richard Keys,
as Chair of the Department’s Group Audit and Risk
Assurance Committee (GARAQC), receives an additional
£5.000 per annum in recognition of this role. Richard
Keys also receives emoluments as a non-axecutive
directar of NATS Holdings Ltd, which is an organisation
that DT has a 48.99% investment stake in (see page 257
of the financial statements for further information.

NEBMs are appcinted on fixed terms. Their fees
for 2019-20 are set out in the table below. In addition,
the membership of the GARAC includes the Chair of the
Highways England Audit Committee. the Chair of the
CVSA Board, and an independent member, who receive
a fee for attending and preparing for meetings.

Table 32: Non-Executive Board Members'
fees, 2019-20

Non-Executive Board 2019-20 2018-19
Member (£000) {E£000)

Mr lan King 20-25 20-25
Mr Richard Keys 20-25 20-25
Mrs Tracy Westall 15-20 15-20
Mr Anthony Poulter 15-20 15-20
Mr Richard Aitken Davies 15-20 15-20

Group Audit and Risk 2019-20 2018-19
Assurance Committee {£000) (£000)
member

Bridget Rosewell 0-5

Kathryn Cearns 0-5

{appointment began
17 October 2018)

Amarjit Atkar 0-5 0-5
David Hughes 0-5 0-5
{appointment ended

31 August 2018)
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Pay multiples for DfTc and its
executive agencies {including
agency staff and secondees)

The following section is subject to audil.

.. Reporting bodigs are required to disclose the
relationship between the remuneraticn of the highest-
paid executive board member in their organisation

and the median remuneration of the organisation’s
workforce. The banded remuneration of the highest
paid executive board member in the Department in the
financial year 2019-20 was £185,000-170,000 (2018-
19: £160,000-165,000). This was 6.2 times the median
remuneration of the workforce, which was £26,630
{(2018-19: 6.3 times and £26,227).

The ratio is calculated by taking the mid-point of
the banded remuneration of the highest paid executive
board member, and calculating the ratio between this
and the median remuneration of the Department's staff,
This ratio is based on the full-time equivalent staff of the

Department at the end of March on an annualised basis.

This calculation includes the central Department, DVLA,
MCA and VCA, DVSA is not included as it is outside the
consciidation boundary.

In 2019-20 one employee {2018- 19: cne
employee) received ramuneration more than the
highest paid executive board member, Remuneration
ranged from £17,275 1o £260,000 (2018-1%: £16,684 to
£260,000). Total remuneration includes salary, non-
consolidated performance-related pay and benefits in
kind. It does not include severance payments, employer
pension contributions and the cash equivalent transfer
value of pensions.

Pension arrangements across the
Departmental Group

*  Employees of entities included in these accounts
benefit from a range of pension scheme arrangements.
Some are members of employee-specific defined
benefit schemes, set cut in Note 25 to the Financial
Statements. Others may be members of the Principal
Civil Service Pension Scheme (PCSPS), or of defined
contribution arrangements. The key schemes and
associated costs for the Departmental group are
disciosed below.

The PCSPS is an unfunded mutti-emplayer
defined bengfit scheme but the Departrment for
Trangport is unable to identify its share of the underlying
hatilities. A full actuarial valuation was carried out as at
31 March 2012, Details can be found in the resource
accounts of the Cabinet Office: Cwil Superannuation
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-1 For 2019-20, employers’ contributions of £83
million were payabie to the PCSPS (2018-18: £61 milfion)
at one of four rates in the range 26.6% to 30.3% (2018-
19: 20.0% to 24.5%) of pensionable pay, based on
salary bands. The scheme's Actuary reviews employer
contributions every four years following a full scheme
valuation. The contribution rates are set to meet the cost
of the benefits accruing during 2020-21 to be paid when
the member retires and not the benefits paid during this
period to existing pensioners,

Ermployees can opt to cpen a partnership
pension account (a stakehoider pension with an
employer contribution). For 2019-20, employers’
contributions of £752,869 (2018-19: £688,594) were
paid to Legal and General. Employer contributions
are age-related and range from 8% 10 14.75% of
pensionable pay.

© - Employers alse match employee contributions
up to 3% of pensionable pay. In addition. employer
contributicns of £25,756, 0.5% {2018-19; £15.7186,
0.5%)} of pensionable pay, were payable to the PCSPS
to cover the cost of the future provision of lump sum
benefits on death in service and ill health retirement of
these employees.

. The core Department and its executive
agencies {excluding DVSA which is outside the
accounting boundary) neither owed or had prepaid any
contributions to partnership pension providers as at 31
March 2018 and 2020,

- There were nine early retirernents as a result of
ili-health (2018-19: six).

"~ Network Rail has two defined pension schemes.
The RPS and CARE schemes are both shared cost in
nature, so the cost of benefits being earned and the
cost of funding any shortfall in the schemes are normally
split in the proportion 60:40 betwesn the group and the
members. In practice, the contributions are adjusted at
each triennial valuation to reflect the funding position
of the schemes at that time. For 2019-20, the current
service cost was £283 million (2018-19: £257 million).

On 1 April 2004, a defined contribution pension
scheme was introduced, the Network Rail Defined
Coentribution Pension Scheme (NRDCPS}. This is an
auto-enroiment scheme for all new empioyees of
Network Rail, except those who have the legal right to
join the Railway Pensicn Scheme (RPS), in compliance
with regulations made under the Pensions Act 2008,
Any employee who wishes to transfer from the Network
Rail section of the RPS to the NRDCPS i1s entitled to do
so. For 2019-20 employers’ confributions of £23 milion
were payable into this scheme {2018-19: £20 milhon).

e
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" The Highways England Pensicn Plan is a defined
contribution Group Personal Pension Plan administered
by a third-party provider. Highways England matches
employee contributions to personal pension plans on
a 211 kasis, up to a maximum of 10% of gross salary.
The default contributions are 5% (employee) and 10%
{employer). In addition, life insurance cover is provided
for members of the plan at an average cost of 0.55% of
gress safary. This meets Highways England's statutory
obligation to provide a workplace pension under current
legislation.

- As this is a defined contribution scheme,
Highways England incurs no liability for future pension
costs of members of the pension plan. For 2019-20.,
employers’ contributions of £11 million (2018-19: £9
millicn) were payable to the plan.

. The Federated Pension Plan — Highways
England section (FPP) is a master-trust defined benefit
pension plan, administered by PAN Trustees, Employer
contributions are set between 41.0% and 41.5% of
pensionable earnings (dependent upon contractual
employee contribution rates at the time of transfer).
Employer's contributions of £0.2 million were paid
to FPP during 2019-20 (2018-19: £0.2 millior). The
contribution rates were set based on an actuarial
valuaticn of the scheme at inception in July 2016.

~ Severn River Crossing Pension Plan - In 201819
the company started a transitional arrangament for the
staff transferred from Severn River Crossing plc. These
staff contributed to an existing private pension scheme
whilst arrangements were sought to bring them into one
of the existing three pians. The scheme closed during
2019-20. Employer's contributions tc the scheme during
the year were £0.1 million (2018-19: £0.4 million).

Table 33: Expenditure on consultancy and temporary staff

£

Network Rail 78,689,642 83,936,164 162,625,806
DITC 73,838,432 5,882,719 79,721,152
High Speed 2 238,604 12,107,742 12,346,346
East West Rail 6,671,343 2,270,268 8,941,611
DVLA 2,064,447 2,300,343 4,364,790
Highways England 2,800,000 3,100,000 5,900,000
BTP 2,443,115 1,052,220 3.495,335
MCA 988,661 1,589,929 2,578,590
VCA 631,729 1,104,512 1,736,241
Northern Lighthouse Board - 667,748 667,748
Trinity House - 323,182 323,182
Passenger Focus - 184,404 184,404
DfT OLR Holdings Limited 16,500 95,089 111,589
Commigsion for Irish Lights 8,18C 50,888 59,068
ATTF - - -
Directly Operated Railways Ltd - - -
LCR Finance Company - - -
CTRL Finance Company - N -
Air Safety Suppoert International - - -
Department Total 168,390,654 114,665,208 283,055,862

During 2018-20, the Department and its delivery
bodies used consultancy services and employed a
number of temporary staff,

-~ Consuitancy is the provision of objective
advice relating to strategy. structure, management
or operations of an organisation in pursuit of its
purposes and objectives. Such advice is provided
outside the ‘business-as-usual’ environment when
inhouse skills are not available and will be time-limited.
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Consultancy may include the identification of options
with recommendations, or assistance with {but not the
delivery of} the implementation of solutions.

- Consultancy costs are incurred primarily on
specialist transport-related activities across the Group,
notably in Network Rail and the Core department.
Temporary staff costs are incurred primarily in major
infrastructure programmes across the Group, notably in
Network Rail and High Speed 2.

18/09/2020 15:.03

T
Q
=3
1]

1
oo

S

Fe]
2]
=
c
2
o
o

<€

£
=

N



Off-payroll appointees

- As part of the review of tax arrangements
of public sector appointees published by the Chief
Secretary to HM Treasury on 23 May 2012, Departments
and their public bodies were asked 1o report on their
off-payroll engagements, Data on these appointments
are set out in Tables 34 to 36.

- The Department, its executive agencies, and
public bodies have clearly defined governance and
challenge processes in place to ensure they are
compliant with the off-payroll {IR35) working rules.
The Departmental Approvals Committee provides
independent challenge and seeks assurance from
the Group that: every effort is being made 1o reduce
its refiance on off-payroll resource; that a process is
in place to transfer skills from off-payroll rescurce to
permanent staff, and that alternative resourcing options
have been considered.

. The Department undertakes a risk-based
sampling exercise where a selection of engagements,
which include those previcusly assessed as being out-
of-scope, are reassessed for consistency to ensure that
the status of the role has not changed, which would
thus deem it 1o be in-scope of IR35 legisiation.

Table 34 below, shows the number of engagements
that were reassessed for consistency purposes during
the 2019-20 financial year.

o Ve Departmant confirma that all the
engagements reported in Table 34 and Table 35 have
been considered using HMRC's IR35 assessment
tool, apart from those in HS2 Ltd, which automatically
assessed all roles as being in scope of the off-payroli
working rules and that it only used the assessment too!
when a role was identified to be out of scope to assess
its compliance against the legislation.

Table 34: Off-payroll engagements as of 31 March 2020, for more than £245 per day and

that last for longer than six months

BTPa | DVSA |DVLA |HE |{HS2 |MCA “- EWRco | Total
Ltd

No. of existing engagements
as of 31 March 2020

Of which:

No. that have existed for 18 10 26 7
less than one year at time of
reporting

7 4C 1 553 4 3 679

No. that have existed for 9 4 2 3
between one and two years
at time of reporting

1 16 - 175 8 7 225

No. that have existed for 7 - 3 -
between two and three years
at time of reporting

No. that have existed for
between three and four years
at time of reporting

No. that have existed for - - - -
four or more years at time of
reporting

2_Accountability_Report_2020.ndd 156

16/09/2020 1503] ,I



Table 35: New off-payroll engagements, or those that reached six months in duration,
between 1 April 2019 and 31 March 2020, for more than £245 per day and lasts longer

than six months

Dffc | BTPa |DVSA |DVLA | HE HS2

No. of new engagements, 23 16 12 10
or those that reached six

maonths in duration, between

1 April 2018 and 31 March

2019

MCA | NR VCA | EWRco | Total

Ltd
7 60 8 538 4 10 688

Of which:

No. assessed in scope 21 15 11 10
of IR35

7 53 - 534 - 10 661

T
G
a
@
o
P
=
a
£
€
e
g
o
<
o
=
l,.._

No. assessed as out of 2 1
scope of IR35

No. engaged directly - - - -
(via a personal service

company contracted to the

Department) and are on the

Department's payroll

No. of engagements 10 2 3 3
reassessed for consistency /

assurance purposes during

the year *

No. of engagements whose - 1 1 -
IR35 status changed
following reassessment

" These figures represent the number of new engagements, or those that reached six months In duration. between * April 2018 and 31 March 202C.

which were reassessed during the period to ensure comphance with the IR35 legislation.

- DfTc - all engagements deemed in-scope of
the: legislation are recruited through the Public-Sector
Resourcing framework and placed on the payroll of the
Department’s chosen commercial framewcrk supplier
10 ensure tax deductions are taken at the scurce. Ten
engagements were reassessad for consistency and
compliance without resulting in a change to their initial
status,

" BVLA — quarterly reviews were undertaken by
DVI.A 1o assess all engagemeants deemead out-of-
scope of the IR35 legislation. Three engagements were
reassessed for consistency and assurance purposes,
without resulting in a change to thair initial status.

DVSA - all engagements assessed cut-of-
scope of the legislation are monitored and challenged
prior to recruitment. During the financial year 2019-
20, DVSA identified one out-of-scope engagement.
This assessment went through two levels of internal
challenge, which included re-assessment and a
submission to the Departmental Approvals Committes
far a further review. Three engagements were
reassessed for consistency and assurance, which
resulted in one being brought into scope of IR35
{egislation.
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MCA - the agency operates a robust recruitment
process where the business is challenged on the use
of off-payroll engagements. This requires managers
to critically consider alternative resourcing options
including, looking at in-hcuse capability before off-
payrcll engagements are approved. Eight engagements
were re-assessed for consistency and assurance
purpeses, resulting in three with a change to their initial
status. The MCA have updated their processes to have
a monthly check on IR35 to ensure continuity and re-
assess where necessary.

-+ VCA - of the fourteen engagements at year-
end for VCA. the majarity were for the ongoing ICT
Transformation. This requires a varied and high-level
skillset which is why contractors have been hired to
meet this demand. Once this skills demand curtails. the
number of contractors will decrease.

- BTPA - All engagements deemed to be out-of-
scope of the IR35 legislation are usually referred for
legal advice as part of the assurance process. Two
engagements were reassessed for consistency, and
compliance which resulted in one being reclassified as
outside of the scope of IR35 legislation.
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_ . i EWR - all requests for, and extensions of, off
payroll engagements have to be submitted 1o EWR
Cabinet Office Spend Approvals Committee for
authorisation. This committee is chaired by the CEO.
Ali engagements are scrutinised and, if approved,
are arranged on the basis of being inside 1835. Ten
engagements were reassessed for consistency and
assurance, without resulting in a change to their initial
status.

-+ Highways England - a robust governance
process was in place to challenge and control the use of
off-payroll engagements and ensure compliance. Seven
engagements were reassessed for consistency and
assurance, without resulting in a change to their initial
status.

HS2 — a central recruitment authorisation panel
ensured robust governance and challenge for the
recruitment of off-payroll workers. A process was aiso
in place to provide independent assessment of roles
proposed as outside IR35 to ensure compliance. Fifty
engagements were reassessed for consistency and
assurance, which resuited in two being brought nto
scope of IR35 legislation

- Network Rail — Network Rail uses robust
processes dnd provedures 1o datermine the status of
off-payrolf workers within the 1R35 legisiation, which
have been shared and agreed with HMRC. Random
reviews of determinations are carried out during the year
to ensure accuracy. This provides assurance to NR that
all workers engaged In the business are being correctly
paid and fulfiling all income tax and national insurance
obligations. Two engagements were reassessed for
consistency and assurance purposes, without resulting
in a change to their initial status.

Table 36: Off-payroli engagements of board members, and / or, senior officials with
significant financial responsibility, between 1 April 2019 and 31 March 2020

No. of off-payroll - -
engagements of board

mermbers, and/or, senior

officials with significant

financial responsibility,

during the financial year

st
har
o
7]
I
2

&8 Total

Total no. of individuais that L] 9 - 5 9
have been deemed 'board

membpers, and/or, senior

officials with significant

financial responsibility’,

during the financial year.

This figure should include

both on payrell and off-

payroll engagements

11 4 13 8 20 9 4 5 6 181

* DOR does not have any officials; all inancial decision making 1s undertaken by DIT officials.

© Details of the exceptional circumstances that led
to the above off-payroll engagement with significant
financial responsibility. and the duration of the
engagement are as follows:

Highways England - from 30 September 2019
to 31 March 2020, the post-holder was appeinted
on an interim basis due to the urgency in filing the
Chief Information Officer role while Highways England
conducted a campaign to permanently fill the role.
Accounting Officer approval was received for the
temporary engagement,
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© HS2Z - from 28 July 2019 to 31 Decemnber 2019,
an Interim Chief Information Officer was engaged tc
cover the gap created due 1o the previous post-holder
leaving the organisation and while a campaign 1o
permanently fili the roie was conducted. Accounting
Officer approval was received for the termporary
engagement.

From 19 July 2019 to 31 March 2020, the initial
engagement for six months was extended due to
ongoing review and evolving requirements for Phase
Two delivery. Accounting Officer approval was received
for the temporary engagement.
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Exit packages

The following section is subject to audit

Tabte 37: Reporting of Civil Service and other compensation schemes - exit packages

©
Core Department ant Agencies’ Departmental Group 8_
Compulsory Other departures Exit packages by Compulsory Other departures Exit packages by c}:"
redundancies agreed cost band redundancias agreed cost band =
Exit %
package 2019-20 2018-16  2019-20 2018-1¢  2019-20 2018-19 2019-20 2018-19  2019-20 2018-19  2019-20 2018-19 b
cost band 8
210,000 - 27 3 27 3 104 134 80 15 154 149 §
£10.000- e R @
£05.000 1 11 5 11 £ a1 142 39 26 130 1658 |.£_
£25.000- ) ]
C50.000 3 [ 3 3] 114 123 32 7e 146 195
£50.000- -
£100.000 10 ) 10 s} 37 25 25 38 82 €3
£100.000- -
£150,000 1 1 1 1 5 4 5 3 10
£450.000- B o
£200.000 5 5
=[200.000 4 4
Total
flurmber - 1 52 23 52 oz 360 428 151 16¢ 511 582
of exit
packages
201920
Total cost - 1,220,284 1,220,264 11,380,674 4,255,624 15,616,208
® .
2018-19 22176 1,043,552 1.062.77 9.268.568 5.167.692 e 15.436.260

1 Fxclading DVSA wno are outside of Ine accounting bourdary

- - Following the changes to Cabinet Ministers
in July 2019 and the Dissolution of Parliament in
November 2018, special advisors wera entitled to
receive a severance payment in line with the terms of
their contract.
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- One severance payment was made o a central
Depariment special advisor during 2012-20. this was
within the £10,000-£25,000 exit payment band.
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The Accountability Report

The Accountabiiity Report

Parliamentary
Accountability an

Audit Report

- |
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Statement of
Parliamentary Supply

+ The Government Financial Reporting Manual
(FReM) requires the Depariment to prepare financial
statements under an IFRS-based accounting
framewaork, and a Staternent of Parliamentary Supply
{(SOPS). The SOPS and supporting Notes are key
accountabllity statements that show, in detail, how an
entity has spent against their Supply Estimate.

" Supply is the monetary provision {for resource
and capital purposes) and cash {drawn primarily from
the Consofidated Fund) that Parliament gives statutory
authority for entities to utilise. The Estimate details
Supply and is voted on by Parliament at the start of
the financial year. The format of the SCPS mirrors
the Supply Estmates, published on gov.uk, 10 enable
comparability between what Parliament approves and
the final outturn.

=7 The S0PS and related notes are subject to
audit, as detailed in the Certificate and Repaort of the
Comptroller and Auditor General to the House of
Commons.

S+ The SOPS contain a summary table. detailing
performance against the control limits that Parliament
have voted on, cash spent (pudgets are compiled on an
accruals basis and so outturn wen't exactly tie to cash
spent) and administration.

“ Governmertt departments should not exceed
the values that Parfiament autherises in the Supply
Estimate. These voted totals, or budgetary control
{otals, are outlined in the tables below. Any breach of
thase control totals will result in a qualified audit opinion
due to an Excess Vote. Non-voted expenditure does not
require additional Parliamentary authority but is included
for completeness.

2 Accountability Report_2020.ndd 162

.+ The supporting notes detat the following:

» Qutturn by Estimate line, providing a more detailed
breakdown {0 %t 1),

» a reconciiiation of outturn to net operating expenditure
in the Staterment of Comprehensive Net Expenditure,
to tie the SOPS to the financial statements (-1 1o . );

» & reconciliation of outturn to net casn requirermant
(- ), and

» an analysis of income payable to the Consolidated
Fund { .t ).

+n SOPS 1, spending is split into departmental
expenditure timits (DEL) and annually managed
expenditure (AME), and within these categorles
spending is further split between resource and capital.

© o AME includes areas of spending that HM
Treasury deems unpredictable, difficult to controt and of
a size that departments would have difficulty managing
within DEL budgets.

. DEL is usually set over a four-year period at
the spending review, whereas AME is forecast on a
yearly basis. Departments are set annual budgets split
between resource/capital and DEL/AME.

- - A glossary of these financial terms can be found
oo s
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Summary of Resource and Capital Outturn 2019-20

I Y TR

Outturn
vS.
Estimate
saving/  Prior Year
Outturn Estimate (excess) Qutturn
Non- Non-
Voted Voted Total Voted Voted Total Voted Totat
SOPS note £m £m £m em em £m jalgs) £m
Departmental
Expenditure

_Limit {DEL) B o

— Rescurce 1) 11406 13 11439| 11572 13 11,585 146 2.902
- Capital 1.2 14,242 - 14,242 14,694 P 14,696 452 8,274
Total 25,668 13 25681] 26,266 15 26,281 598 12,176
Annually Managed
Expenditure (AME)

- Resource 1.1 1,816 11 1,827 2,658 11 2,662 842 7.456
- Capital 1.2 10 - 10 501 - 501 401 5,168
Total 1,826 11 1,837 3,159 11 3,170 1,333 12,624

- Resource 11] 13242 24 132668] 14,230 24 14,254 988 11,358
- Capital 1.2 14,252 - 14,252 15,185 2 15,197 943 13,442
Total Budget Expenditure 27,494 24 27518 20425 26  29.451 1,931 24,800

- Figures in the areas outlined in thick line cover the voted control limits voted by Parliament. Further information
about the Supply process and control limits voted by Parliament can be found in The Estimates Manual.

Detailed explanations of significant variances between Estimate and Net Resource Qutturn are shown after
SOPS Note 1,2.

Net Cash Requirement 2019-20

The Net Cash Requirement is the limit voted by Parliament reflecting the maximum amount of cash that can
be released from the Consolidated Fund to the Department in support of expenditure in its Estimate.

SOPS note £m £m

Estimate - o 91,543 20,111
Outturn T o 3 20172 17,352
Under/{over) spend against Estimate 131 2,759

Administration Costs 2019-20

- - The Administration Budget is a Treasury controf on resources consumed by the Departrment that forms part
of the Departmental Expenditure Limit (DEL). The administration budget is not a separate voted Iimit, but any breach
of this limit will alsc result in an Excess Viote, Administration costs include items not directly associated with frontiine
service delivery such as staff costs, accommodation and utilities,

I T T
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SOPS note £m £m
Estimate 306 282
Outturn o 11 295 279
Under/{over) spend against Estimate 11 3
The SOPS Notes on pages 184 to 171 form part of these statements.
| 2_accountability_Repori_2020.ingd 163 ..+ 16/09/2020 15-03;
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@ . .
SOPS 1.2 Analysis of net capital outturn by Estimate line '
I T T
Qutturn Prior l
vS. Year
Qutturn Estimate Estimate Outturn -
Neti S Total inc. saving/ '
Gross Income Total Total Virements viremems [excess) Total
£m £ £m m m £m cm £m
Spending in Departmental l
Expenditure Limit (DEL):
 Votea: - S /
? Tolled Crosalngs———ﬁ - (-Z\TM - {2) T o - 7;7 o '
v;Loca1 Authority Transport - 1.758 T 1,758 _EF%T T E 1,769 “‘-—‘.- ﬁT_BE
G vignwaysEngand ey 8232 3282 3215 18 3238 1 259
O Funding of other ALBs (nety 144 - s 217 7y ws 1 10 I
'E. Other Ralways 544 [470) 74 o8 98 I
F Sustanebe Tmel | 4s1 (3 48 4 4 4 om :
"G Bus Subsdies & Concessorary Fares 10 - o w n 1 8 I
"H. GLA Transport Grants T e ) 31 a1 @y
TEZQSTEN T 889__ 889 7_;_55—5;—;_; 25 890 o i o RSTT l
J: g\;;s:;jn Mantme, Security and 55 53 63 B9 16 5
K Mamme and Coastguard Agency (7 - w6 - 6 2 1z
L Motorng Agences 4z @) a8 s 1 % l
M- Ejfcr;j;&;jesearch and Support a0 a2 a3 a3 s 3
‘N Central Admwvstraton 4t - 4 4 1 2 17 l
'O Support For Passenger Rait Serices - T T T
P HighSpeesdRal 302 - 08 406 406 03 554 '
d Transport Development Fund 344 344 rhWSSO T 360 WT(; 1,};
R High Speed Two Umited (neti 2,048 2046 253 2311 85 2088
'S EastWest Ral Company Limited et + 1T 4 R I
1. Network Rail (net 4620 ap22  Aves azes 14 -
Total Voted Capital DEL 14,733 {d91) 14,242 14,694 - 14,694 452 8,274
Non-Voted: l
U Fundng of ALBS ey L e T 2z - ‘
Tota) Capital DEL 14,733 €91) 14,242 14,606 - 14,696 454 8.274 l
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Qutturn Prior
Vs, Year
Outturn Estimate Estimate Cutturn
Net T Total inc. saving/
Gross Income Total Total Virements virements (excess) Totat £
i £m £m Crni £m £m £m tm gt%
Spending in Annually Managed %
_E_x_penditure {AME): 'c:g
voted: o é
'3 Hlé-r;ways England {(net) R _(91 )] T 45 - 45 . 54 133 §
v OtherRawways - T , S . -
Z g»a-lfa;sn, Mantime, Secunty and 20) (20) 20) i 20} i 20)
"AD: Hgh Speed Ral - 57 : a7 475 T 473 436 8
TE“I /"ﬂg]h Speed Two Limited {net] - 2 - 2 o 1 2> 3 i o 1230)
Netwaork Rail (net) - . - : : - 5383
Totail Capital AME 30 (20} 10 501 - &01 491 5,168
Totai Capital 14,763 (617} 14,252 15,187 - 15,197 845 13,442

The total Estimate columns include virements. Virements are the realiocation of provision in the Estimates
that do not require parliamentary authority (as Pariament does not vote to that level of detail and delegates o HM
Treasury). Further information on virements can ke found in The Estimates Manual.

The “Cutturn vs Estimate”™ column is tased on the total including virements. The Estimate total prior to
virements is included to provide comparison 1o the Estimates as laid before Parliament.

In line with HM Treasury's guidance on Supply Estimates. spending in arm's length bodies appears net of
income, and is denoted by the suffix “(net)” in the table above.
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Variances

At the start of each year, the Department estimates the costs for each budget type and monitors these
throughout the year. The size and complexity of the budget, along with economic, environmental and social changes
means there will inevitably be some variance against Estimates. Significant variances between Outturn and Estimates
before virements are:

Variance
(£m)
Gutturn | Estimate | (overy/
Expenditure Line £rm) [3gp)] under | Explanation of variance
Resource DEL
G Highways England 2.533 2,736 203 The variance was primarily driven by changes to the method used to
(net} calculate depreciation.
N: Central 278 363 85 Funding held for potential HS2 pr property mpalrmems was not
Administration requ\red n year.
O: Support ior i 373 85 {288) Durmg March. the Departmen prowded support to Train Operatmg
Passenger Services Comparies under the Emergency Measures Agreements as part of
the Government's response 1o the COVID-18 cutbreak. The spend
was properly authonsed but eccurred too late in the financial year for
adjustments to budgets and fundmg
T: Network Rail 6 357 6 453 136 Fundmg held for potem\al projects was not requwred in year
Resource AME o
W Network Rail (het) 1.649 2,328 679 This underspend is related to derivatives on financial iInstruments
movmg £720m less than the funding set aside for such movements.
7 Avat tnon Mérmme (52) (2\ 50 Utilisation of it the fre freight capacity provision resulted in a £50m credit 1o
Security and Safety AME and £50m detit to DEL
AC: Central 2 g5 93 The underspend relates to valuations of Railway Pension liabilites
Administration being lower than anticipated.
Capital DEL
o Fundmg of other 144 217 73 Re-profiling of project and programme activity in light of the
ALBs (net) COVID-19 outbreak resulted in underspends in year.
P Hugh Speed 'Rail 303 406 303 The underspend relates 1o fundmg heid agams Depart%ﬁtat risks
that did not materialise.
R. H\gh Speed Two o E ZATS o 3 375 - ﬁBT ﬁe Notice 10 Proceed and prorurernem actlwhes with long lead
Limited (net) tmes were finalised after the cauticus assumptions used for budget
setting which led 1o a modest underspend agalnst budget
T Network Rér(het_) _—4@_77!68 " 146 Enhancement prmzﬂt?were re- proﬂled to the next financial year.
Capital AME
V: Highways England 9} 45 54 The underspend is due to write back of capital provisions.
net}
AD: High Speed Rail e ars 4@8 “The ur ‘Lderspend is due o movermnents in provrsrons for land and
property being lower than anticinated.
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SOPS 2. Reconciliation of outturn to net operating expenditure

As noted in the intreduction to the SOPS above, outturn and the Estimates are compiled against the
budgeting framework, which is similar to, but different from, the IFRS-based FReM accounting framewaork.

Therefore, this reconclliation bridges the resource outturn to net operating expenditure, linking the SOPS to the

financial statements.

©
Q
Q
D
e
MNote £m £m E
o
Total resource outturn in Statement of Parliamentary Supply 1.1 13,266 11,358 §
a
. e . g
Add:  Capital Grants 33 3,125 2,485 o
Sl o R T I, e
Resgearch and development 3.2 54 &0
Research and development grants 3.3 13
EU Grants T 33 12 :
NATS non-buaget movements - 1 -
Other adjustments 5
less:  Capital income (432) 291}
Non-Budget CFER income i (194) (1708
Other adjustments - (48)
Net expenditure in the Group Statement of Comprehensive Expenditure SOCNE 15,850 13,304

- Capital Grants, Research and development and EU Grants are budgeted for as C-DEL but accounted for as
spend on the face of the SOCNE, and tharefore function as a recenciling item between Resource and Net Operating
Expenditure, Material capital grants were 1ssued to Local Authorities and to the Welsh Government for the transfer

of the Core Valleys Line (se2 Note 3.3 and 5.1).

Capital Income is budgeted for as C-DEL but accounted for as spend on the face of the SOCNE, and

therefore functions as a reconciting item between Resource and Net Operating Expenditure. Network Raill and

Highways England received material levels of capital income.

The Non-Budget CFER income of £184m comprises £216m of CFERs (as shown on the face of the SOCTE)

less £20m of General Lighthouse Fund loan repayments on the balance sheet (see Note 11) and £2m of loan
interest that are classified as R-AME.
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SOPS 3. Reconciliation of Net Outturn to Net Cash Requirement

7 Asnoted in the introduction to the SOPS above, outturn and the Estimates are compiled against the
budgeting framework, not on a cash basis. Therefore, this reconciliation bridges the resource and capital outturn to
the net cash requirerment.

| Net Outturn
Estimate | Net Outturn | vs. Estimate
Note £m £m £m
Resource outturn SOPS 1.1 14,284 13,266 988
“Captaioutun  sopstz 15,197 14,252 945
Totaf outturn 26,451 27,518 1,933
Accruals ta cash adjustrments for
Core Department & Agencies
DepreciaTon. amortisation and mpa?r;lem—ts T _“”73'4_-_'—__('235_"__“—_(_18_7)_—_—_'—_@"
Provisions (non-cash movementsi 23 @81) (279) (702)
Other nonwcash tems - Y 7 20) 13
;gj;;é;gto reffect movements in working T
capital batances in Core Department & Agencies
Increasef(decrease} in recevables ) BRE - (328) 328
Increase)/decrease in payables  19.20 248 (694) 448
LTtiHs—an;\—;f-@@—o\ns‘ T T T T T 425 369 56
RS 16 adustonent : 436 (436)
#T@uﬁ?engfojm}ﬁ?férgﬁgdles S
‘Remove: voted resource and capeal (22,555) (21,322) (1,233)
“Add: Grant-n Ad. grants and bans 0 ALBs 3.3 11 15,271 26,924 (11,653
Less repayments from ALBs to DFT 11 . 112,246) 12,246
F?émovaf of ﬁ V\Fte;j‘b:ﬂjgje_rrlr:@r;{sﬁ T
“Remove non-voted spending (26) (24) @
'CFERincome mcluged m budgets - 22 22)
A@r adjustments - - 3 (3)
Net Cash Requirement ’ 21,543 20,172 1,371
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SOPS 4. income payable to the Consolidated Fund

SOPS 4.1 Analysis of income payable to the Consolidated Fund

In addition to income retained by the Department, the following income is payakle to the Consclidated Fund

(cash receipts being shown in italics): 5

o

i

£m £m m £m E

Income Receipts Income Receipts §

I i T g

Operating ncome outside the ambit of the Estimate — Resource 196 1895 179 179 ﬁ

T - e s o

Operating income outside the ambit of the Estimate ~ Capital 20 20 20 20 =
Tatal income payable to the Consolidated Fund 218 215 199 199

The ncome above includes fees of £150m relating to the sale and transfer of personalised registration marks by the Drver and Vehicle Licensing
Agency (2018-19; £150m); £22m in loan repayments and interest payments made to the Department from the General Lighthouse Fund (2018-
19 £23my. £14m in Ipan interest payments made 1o the Department in respect of Crossrall (2018-19' n/a) and £8m  penalties charged on the

Dartford toll crossing (2018-18: £13m)

SOPS 4.2 Consolidated Fund income

The Consolidated Furd income shown in SOPS 4.1 above does not include any amounts collected by the
Department where it was acting as agent for the Consolidated Fund rather than as principal. The amounts collected
as agent for the Consolidated Fund (which are otherwise excluded from these financial statements) were:

S A A )

£m £m

Licence fees, penalties and fines a8 102
Costs of collection - where deductible o (40) - . (743_)
Amounts payable to the Conscolidated Fund 58 59
Balance held at the start of the year 7 16
Payments ino the Consolidated Fund ' (60) ) (68)
Balance held on trust at the end of the year 5 7

Most of the income arises from late licensing penalties and enforcement activities refating the Vehicle
Excise Duty collectad by the DVLA. In addition to the values above, the DVLA collects Vehicle Excise Duty and
pays it directiy to the Consolidated Fund. Further details are given in the Trust Statement within the DVLA financiai

statements,
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Parliamentary accountability disclosures

-7 In addition to the Statement of Parkamentary Supply, all of the following sections are subject to audit, i.e.
losses and special payments, fees and charges, and remote contingent liabilities.

Losses and special payments

This section reports the totai number of cases and value of losses and special payments, and details of any
iosses or special payments that exceed £300,000.

Losses statement

.-+ Losses may relate to cash and store losses, bookkeeping losses, logses arising from a failure to make
adequate charge for the use of public property or services, fruitless payments, claims abandoned and frauds.

2019-20 2018-19

Total number ' Total amount Total number ‘ Total amount

of cases {EQD0} of cases {£E000)

Care Ogpartment - intercity Express Programme 1 41,118 2 53,224
Caore Department - Rwver Grossing Scheme 1 36,777 7 45956
Care Department - EU Exit Contingsncy Planning 4 27,441 7 53,231
Core Department - other 8 5,347 23 545
“Agences 16,169 784 18146 762
Core Department & Agencies 16,181 111,478 18,173 150,718

Highways England 543 4,324 1,052 16,091
Network Rail - 42,286 5,450 38183 3084
wsz 7 12526 6 78
“Other arm's length bodies 65 e sz 79
Departmental Group 55,082 134,097 s 7,476 1?0,50?

Intercity Express Programme

.7 Under the Railways Act 1993, the Secretary of State has the power 10 issue guarantees to promote
mvestment in ratlway assets. These guarantees include hearing the risk of increased costs owing to delays in
glectrification; and in contracts relating to the Intercity Express Programme (JEP) the Department accepted the risk
retating to delays in the provision of key infrastructure on the Great Western line. where this could not reasonably be
transferred to the contractor.

Subseguent delays in Great Western slecirification impacted the introduction of iEP trains intc passenger
service. This meant that the Secretary of the State was contractually ebliged to pay Agility Trains for the train usage
payments foregone from Train Qperating Companies as a result of the delay. Foliowing commercial negotiations in
summer 2017, the Department agreed to pay Aglity Trains payments totalling £134,693.011 1o be recognised over
the period until all the roling stock enters service {expected to end in 2020). The Department paid £41.119,000 to
Agility this year {2018-19: £53,223,730).

Dartford-Thurrock River Crossing Charging Scheme

" Untii 30 November 2014, drivers using the Dartford-Thurrock River Crossing had to stop at barriers in order to
pay the road-user charge, which resultad in significant levels of congestion. From 1 December 2014, a new scheme
was introduced, which was a key deliverable in the Department’s Business Plan for 2012-2015. The scheme introduced
a barrier-less, free-flowing charging operation (Dart Charge) which requires drivers to pay for their crossing during
chargeable hours, either in advance or by midnight the day after using the crossing. Road users have access 1o a variety
of methods to pay the charge including: payments online: via phone; at retail outlets, or by registered custormer accounts.
if 2 payment is not made in the aflotied time, the scheme operator will 1ssue a Penalty Charge Notice (PCN). If required,
penalty and recovery processes are employed to enforce the charging scheme and collection of charges. In November
2014, the predecessor 1o Highways England, the Highways Agency. awarded a 7 year contract for collecting and
enforcing payment of road user charges to Emovis Operations Leeds Ltd.
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After a period of time, when the schemc operator considers that it 1s no longer able t¢ collect the PCN, it then
regards the charge as being ‘irrecoverable’ and writes off the amount that was due.

- The 2012-20 losses include £36,777,000 in relation to 2018-19 Dartford Crossing charges (2018-19:
£45,856,000 in relation to 2017-18), Of this, £34.477,000 relates to the write-off of receivables for both road user
charges and PCNs that became irrecoverable, and an estimated £2,300,000 relates to PCNs that were not issued
{2018-19: £42,956,000 & 53,000,000 respactively in relation to 2017-18). There are several circumstances in which
PCNs are not issued, including: vehicle keeper details not being available; poor images; mis-read number plates;
system errors and illegal activity/evasion (e.g. cloned vehicles).

- - Write-offs have reduced gue to improvements in PCN recovery rates and a reduction in the number of cases
assessed for write-0ff (2.9, cases relating to foreign vehicles) within the financial year.
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EU exit - contingency pltanning

During 2018-19 and 2019-20 the Department entered inio contracts to provide additional freight capacity
should the UK leave the EU without a deal. The postponements of the UK's departure from the EU meant the
capacity was no longer required at that time. The Department reached negotiated settlements for the termination
of these contracts resulting in a £50,230.866 payment t¢ the ferry companies in 2018-19 when the departure date
was postponed from 31 March 2018 to 31 October 2019, and £11,434,000 in 2019-20 when the departure date was
postponed from 31 October 2019 to 31 January 2020,

-~ During 2019-20 measures were put in place to deal with the potential for disruption to haulage in the event
of a no deal exit from the EU. These inciuded rental, security and staffing of additional torry parking near Ashford
{£6,724,913) and Mansten (£7,.807,804) as well as certain costs for pop-up advice centres to provide advice to
hauliers and others on the changes at the border and the diffarent documentation requirements had the UK left the
EU without a deal (£1,475,685). As a no deal exit did not transpire, these parks and centres were not required and
these are recognised as constructive losses in the table above.

Core Department - Other

Four bidders that were disqualified from tendering for rail passenger service franchises began legal action
against the Department. The Department settlied one claim, brought by Arriva, for £5m before tnal. The agreed
settlement represented a very small proportion of the losses claimed by Arriva. Despite our confidence in the
processes followed in these franchise competitions, it is both pragmatic and sensible for government o explore
alternative dispute resolution to deliver value for money and act in the best interests of taxpayers. We remained
confident in our franchise competition process and subsequently successfully defended the claims by the remaining
three bidders,

Network Rail

.+ Network Rail incurred three iosses exceeding £300,000 in 2019-2C. Network Rail obtained confirmation that
it would not receive any of the £856,486 owed to it by a firm that went into liguidation. The second case relates to
the abandonment of a claim against a supplier for £774,562 as the costs associated with pursuing the claim were
estimated tc exceed any amount awarded by a court. The third case relates to equipment stolen from a depot with
an estimated cost of £400,000.

Highways England
- Highways England incurred two constructive losses over £300,000 in 2019-20. The first relates to non-

refundable deposits on hotel bookings in preparation for EU exit in October 2019, which cost £497,315. The second
relates to a border readiness contract to provide personnel and check vehicles, which cost £495,613.
High Speed 2

- = HMRC charged HS2 Ltd £12,486.000 for late payment of VAT following its change of VAT status. As this
represents an internal transfer within Government. it does not change the net cost o the UK taxpayer of delivering HS2.
Special Payments

- Special payments include extra-contractual, special severance, ex gratia and compensation payments.,

. - |
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2019-20 2018-18
Total number \ Total amount | Total number \ Total amount
of cases | {£000) | of cases |

Core Department — Eurotunnel - - 1 33,000
Core Department - industral clams 241 3222 316 12696

“Core Department _ other 15 85 o 4 se3
Agences 1,609 328 st oa8
Core Department & Agencies_— , 1,865 13,635 ?(;; ——R——ESS?

Arm’s Length Bodies 188 2,377 = 3,547

Departmental Group 2,053 16,012 2,201 50,754

industrial disease and injury claims

A total of £13,222,056 was paid to settte 241 industrial disease and injury claims from former British Rall
employees (2018-18: 316 cases totalling 1£12,696,241). 5 cases for industrial related diseases exceeded £300,000,
the highest of which was £528.000. Note 23 of the financial statements provides further information about these
clams.

Highways England

;. Highways England incurred two special payments more than £300,000 in 2018-20. The first for £220,000
related to the infringing of a Development Consent Order on the Al4 Cambnidge to Huntingdon scheme. The
second for £300,000 related to an environmental stipulation of a project to buy land to sow crops for migratory birds
which is outside the contractual terms for building the road.

Fees and charges information

© - The majority of the Departmental Group's income, described at Note 4, arises either under contract or
resulting from raifway industry reguiation. The table beiow describes the subset of the Departmental Group's income
refating 1o fees and charges made directly to public service users, which are within the scope of Managing Public
Money, and describes both the income relating to those services, along with the fuil cost of providing them. it does
not constitute an IFRS 8 (Operating Segment Reporting) disciosure.

2019-20 [ 2018-19

| Surplus/ l ‘ Surplus/

!
{Deticit) l Income Full Cost . {Deficit}

Maritime and Coastguard Agency (MCA)

Marine surveys 8 6 - 5 5 -
Registration of ships 1 1 R 1 1 .
Sealarers’ examination and certification 2 2 - 3 3

Vehicle Certification Agency (VCA)

Product certification 23 23 - 21 15 6
Driver and Vehicle Licensing Agency (DVLA) T T
) Fees and charges o B 414 291 123 \‘ﬁﬂ;é“ ﬁ—HEBO\ o ﬁﬁef
446 323 123 46 204 142

MCA and YCA fees and charges are set In ne with a full cost recovery oojective. in ing with The Department for Transport (Drver Licensing and
Yenicle Registration Fees) Order 2003 DVLA 1S required to target full cost recovery cf it fees and charges on a pooled basis for core senice
delvered As described in Note & at . the feas racerved for cherished transiers are payatie to HM Treasury
and the core Department
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- Additional information regarding these fees and charges (including hie linancial objective and performance
against financial objective] can be found in the published financial statements for each of the individual agencies.

Infarmation is alse available for Driver and Vehicle Standards Agency (DVSA) in respect of driving tests and
HGV testing charges, and published in its financial statements, but not summarised here since DVSA is outside the
Department’s accounting boundary {see Notes 1.3 and 26 fo the financial statements for the rationale).

Remote centingent hiabilities

Contingent liabilities are presented here where the likelhood of a transfer of economic benefit in settlement
is judged remote. Because of this, they do not meet the IAS 37 (Provisions, Contingent Liabilities and Contingent
Assets) criteria for disclosure in the financial statements but are presented here for ransparency purposes. These
predominantly relate to situations where guarantees or indemnities have been entered into by the Department, but
where there are no indications that these will be drawn upon. While all mitigating actions have been and wiil be
taken tc minimise the risk and exposure, the risk cannot be removed altogethar. Contingent liabilities for which the
probability of crystallisation is rated as greater than remote are disclosed in Note 24 in the Financial Statements..

Quantifiable remote contingent liabilities

- This table summarises guantifiable contingent liabilities by their nature and purpose, with the amounts
disclosed reflecting the highest reasonable estimate of the possible liability.

£m tm

Inter City Express Rolling Stock

In 2012 the Secretary of State agreed to quanthable (chsclosed) and unquantifiable

assurancas. warranties. indemnities and potential losses under the Inter City Express

Reiling Stock contracts with Agiiity Consortium and Network Rall, which decrease

steadity until they expire 1n 2043, 5,900 £.075

HS1

The H51 Concession Agreement between the Secretary of State and HS1 Ltd

specifies that the Secretary of State would be lable to pay compensation if the

contract were terminated due to legal changes, either in the UK or Europe {'Change

in Circumstances’) or a change directed by another part of the Government

(*Government Change’). The amount payable 18 formahsed in the Agreernent, but

depends on the cause of the termination, and includes capiial expenditure. increases

in operating costs and losses of revenue, 4,705 4,753

Passenger Rail Franchise Agreements - Rolling Stock

Railways Act 1993, Transport Act 2000: Contingent habilities arise from signing of

new, replacement and extended passenger rait franchise agreements, along with

other agreements to encourage railways investment. The value of this kability is

based on the remaining value of rolling stock and depots, which tend to decrease

over time. This liability could increase if new roling stock or depots are introducsd. 1,275 1,914

Thameslink
To support the Thameslink programme. in 2013 the Secretary of State agreed to
guantfiabie {disclosed) and unguantfiable assurances, warranties, indemnities and
potential insses with the major stakeholders: Siemens. Network Rail and Cross
Londeon Trains. This reflects assurances. warranties and indemnities covering
ongoing contracts between the stakeholders 774 1,047

Passenger Rail Franchise Agreements - Legacy
Guarantees were given by the Strategic Rail Authority (and previously by the Director

of Passenger Rail Franchising), and novated to the Department. in relation to new.

replacement and extended passenger rail franchise agreements, 132 134

©
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Channel Tunnel Restoration

The Department has a statutory liability under the Channel Tunnel Act 1987 thal

if, after termination of the Charnnet Tunnel concession, |

t appears to the Secretary

of Siate that the operation of the Tunne!l will not be resumed n the near future, he
shall take the necessary steps to ensure that the fand is left in a suitable condition in

accordance with the scheme.

100 100

Premises {or the International Maritime Organization (IMO)

The Department provides premises in London for the IMO, a United Nations agency.
Inview of the fact that government departments generally seli-insure. a guarantee
has been given 1o the IMO that should the bullding Le portally or complataly
destroyed. the Department would be abliged to reconstruct the building, or suspend
or reduce the rent for a penod of three yaars and fund alternative accommodation.

7Network Rail

Guarantees issued by Network Rall to its affiliate entities which are not consciidated

in these accoums. These obligations primarily relate 1o

iformation about the entities can be found i Note 27,

Business indemnities

banking facilities. Further

Indemnities 1ssued 10 businesses at ral privahsation by the British Rall Board
{Residuary) ! td, which ware transferred to the Departmernt when the Board closed

in 2013

Transport disaster indemnities
t ettars of comfort fiave Deen Issued, providing an ingde

o 91

50 59

20 20

mnity in relation G legal

action taken aganst the judge, counsel, soicitors and secretariat {o the Thames
Safety inquiry and the Victim ldentification Inguiry. which reported in 2000 and 2001

respectively. following major transport disasters.

Non-executive member indemnities

Indemnities have been 1ssued 10 non-executive members of the departrmental board.
and ta civit servants appomnted to represent the Department on the boards of other

organisations.

Qther contingent liabilities, including legal claims

12 32

Total

13,067 14,233

2_Accountability Report_2020.indd 176

16/09/2020 1503 *

' N N e S N WS B BE EE E S s B U N I B B .

-



b
I BN -GN S Ny S T B T A e

Unquantifiable remote contingent liabilitics

"+ The Department has obligations under agreements entered into by the Office of Passenger Rail Franchising
{alsoc known as the Director of Passenger Rail Franchising} prior to privatisation which indemnified rolling stock
companies for the costs of industrial disease claims, personal injury claims and property damage claims. On
abolition of the Cffice of Passenger Rail Franchising in 2001, the obligation novated to the Strategic Rail Authority.
On abolition of the Strategic Rail Authority in 2006, the obligation novated to the Department.

t. Highways England holds indemnities embeadded within some procurement contracts. These indemnities
are a promise by the company to compensate another for losses (such as asset damage, contamination or loss
of income) suffered as a conseqguence of works undertaken on the strategic road network. The maost significant
indemnities relate to construction that occurs near 1o gas and electricity infrastructure, or requires infrastructure to
be moved. The approximate value of these indemnities is dependent upon the cutcome of uncertain events and as
such they cannot be accurately estimated.
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. The Department is party to a NATO agreement relating to indemnification of civil aircraft in respect of their use
on NATO tasks in times of crisis and war.

- Marine and Aviation Insurance Act 1952, s1. Government war risk reinsurance for British ship owners insuring
their vessels with the British Mutual War Risks Associations (Clubg). Under the current agreement with Clubs,
the Government provides 95% reinsurance for Queen’s Enemy Risks {QER). A contingent fiability arises from the
continuous QER cover for the hull and machinery vaiue of British flag vessels entered with the Clubs.

- The Department has statutory responsibility for the maintenance of all raitway structures. The contingent
liability for this responsibility appiies to structures that have been sold to. and are contralied by, third parties. There
have been no claims and there is no reasonable basis under which to quantify this risk.

Exiting from the European Union

On 28 March 2017, the UK Government submitted its notification to leave the EU in accordance with Article )
50. On 31 January 2020, the Withdrawal Agreement between the UK and the EU became legally binding and the
UK left the EU. The future relationship between the FU and the UK will be determined by negotiations taking place
during a transition period ending 31 December 2020.

© Any subseqguent changes in legislation, regulation and funding arrangements are subject to the ocutcome of
the negotiations. As a result, an unguantifiable contingent liability is disclosed in Note 24, relating to the Connecting
Europe Facility.

COVID-19 Pandemic

In November 2019 a novel strain of coronavirus was detected and spread rapidly, leading the World Health
Organisation to declare a pandemic on 11 March 2020. The pandemic caused significant economic disruption just
before the financial year end.

-~ The ongoing disruption caused by the pandemic has created significant economic uncertainty, and this
uncertainty is expected to continue throughout 2020. The most significant impacts on the Departmental Group’s
financial statements include uncertainty over the valuation of property and certain ¢gebt instruments {(Notes 1,
12.2 and 25 refer), the rate used to discount pension liabilities (Note 25 refers) and increased payments to Train
Operating Companies (Notes 1.24.3 and 3.2 refer). No contingent liability existed on 31 March 2020 in respect of
the pandemic. Note 32 provides an overview of measures provided since 1 April 2020

Bernadette Kelly CB
10 September 2020

Permanent Secretary and Principal Accounting Officer
Department for Transport

Great Minster House

33 Horseferry Road

London SW1P 40R

e |
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The Certificate and Report of the Comptroller and
Auditor General to the House of Commons

Opinion on financial statements

i certity that | have audited the financial statements of the Department for Transport (DIT) and of its Departmental
Group for the year ended 31 March 2026 under the Gavernment Resources and Accounts Act 2000. The
Department comprises the Core Department and its agencies. The Departmental Group consists of the Departrment
and the bodies designated tor mclusion under the Government Resonrces and Accounts Act 2000 (Estimates and
Accounts) Qrder 2019. The financial statements comprise: the Department’s and Departmental Group's Statenienis
of Comprehensive Net Expenditure. Financial Position, Cash Flows, Changes in Taxpayers’ Equity; and the related
notes, including the significant accounting pelicies. These financial statements have been prepared under the
accounting policies set cut within them.

i have alse audited the Statement of Parliamentary Supply and the related notes, and the information in the
Accountability Report that is described in that report as naving béen audited,

In my opinion the financial statements:

¥ give a true and fair view of the state of the Department for Transport’s and the Departmental Group's affairs as at
31 March 2020 and of the Oepartment’s net expenditure and Departmental Group's net expenditure for the year
then ended.

» have been properly prepared in accordance with the Government Resources and Accounts Act 2000 and HM
Treasury directions issued thereunder.

Opinion on regularity
in my opinion, in all material respects:

» the Staternent of Parliamentary Supply properly presents the outturn against voted Parliamentary conirol totals for
the year ended 31 March 2020 and shows that those totals have not been exceeded; and

» the expenditure and income recorded in the financial statements have been applied to the purposes intended by

Parliament and the financial transactions recorded in the financial staternents conform to the authorities which
govern them.

Conclusions relating to going concern

| have nothing to report in respect of the following matters in relation 10 which the [SAs (UK) require me to report 1o
you where:

» the Department for Transport's use of the going concern basis of acceunting in the preparation of the financial
statements is not appropriate: or

» the Department for Transpert have not disclosed in the financial statements any identified material uncertainties
that may cast significant doubt about the company's ability 1o continue to adopt the going concern basis.
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Basis of opinions

| conducted my audit in accordance with International Standards on Auditing {ISAs) (UK] and Practice Note 10
‘Audit of Financial Statements of Public Secter Entities in the United Kingdom'. My responsibilities under those
standards are further described in the Auditor's responsibilities for the audit of the financial statements section

of my certificate. Those standards require me and my staff to comply with the Financial Reporting Councit's
Revised Ethical Standard 2016. | am independent of the Department for Transport In accardance with the ethical
requirements that are relevant tc my audit and the financial statements in the UK. My staff and | have fulifled our
other sthicat responsibifities in accordance with these requirements. | believe that the audit evidence | have obtainad
is sufficient and appropriate to provide a basis for my opinion.

The regularity framework described in the 1able below has been applied.

Reguiarity Framework

Authonsing legislation Government Resources and Accounts Act

Parliamentary authorities Supply and Appropriations Act

HM Treasury and related authorities Managing Public Money

Overview of my audit approach

Key audit matters

Key audit matters are those matters that, in my professional judgment. were of most significance in my audit of the
financial statements of the current period and include the most significant assessed risks of material misstatement
(whethar or not due to fraud) that | identified.

| consider the following areas of particular audit focus to be those areas that had the greatest affect on my overall
audit strategy, the allocation of resources in my audit and directing the efforts of the audit team in the current year.
These matters were addressed in the context of my audit of the financial staterments as a whole, and in forming my
opinion thereon. and | do not provide a separate opinion on these matters.

This is not a complete tist of alt risks identified by my audit but only those areas that had the greatest effect on my
overall audit strategy, allocation of resources and direction of effert. | have not, for exampie, included information
relating to the work | have performed in respense to the mandatory audit risk on the potential for management
override, or the risk in respact of Parliamentary Gontrol Totals: in both areas. my wark has not identified any matters
to report.
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1. Infrastructure asset valuations

Description of risk

The Departmental group directly owns significant operational transport infrastructure, including the Strategic Road
Network (England} and national Rail Network (Great Britain), These do not include infrastructure networks owned
by other authorities (e.g. local authority roads, London Underground, the Core Valley Lines transferred in year to
the Welsh Government) or dealt with separately under infrastructure-inclusive concession arrangements (HS1).
The Strategic Road Network (SRN) includes in these accounts the Severn River Crossing and M6 Toll, as well as
those assets reparted on the same basis in the accounts of Highways England.

The infrastructure networks on the Departmental group’s Statement of Financial Position are — as described

in Notes 1.4.3 and 5 - vaiued in these financia statements using Depreciated Replacement Cost (DRC). This
provides a proxy for their fair value in the absence of income- or market-based sources. At 31 March 2020, the
Department valued the SRN at £128.5bn and the Rail Network at £332.3bn

The valuations are significant estimates, built up on the basis of the replacement cost of the current network
functionality on a modern equivalent basis, adjusted using a measurement of their actual condition. Management
discusses the nature and extent of estimation uncertainty, which is a continuing feature of these accounts, in
Nates 1.4.3 and 5. Unicertainty arises principally in respect of the appropriateness of costing rates and the
condition adjustment, since the quantities of assets required in the replacement can be based on the known
canfiguration of the network.

Revaluation of Strategic Road Network costing rates

As well as the factors above. which affect both networks, specific audit risk arcose this year in respect of the

SRN due to a full revaiuation of the costing rates used to build up the DRC for the pavement (road) construction
component, which forms the majority of the SRN asset. Land was also revalued but due to the level of risk and
balance of audit effort falls outside the scope of this key audit matter. Highways England construct these rates

by analysing previous scheme costs and making adjustments in line with DRC principles, such as the use of

a greenfield basis. as well as adjusting for different network features (e.g. through an uplift to costs for Smart
Maotorways to reflect their higher build cost). Management alsc consider other evidence on cost estimation as they
apply the new rates.

2_Accountability_Report_2020.indd 180 . 16/08/2020 1503




i
I
I
I
i
!
I
I
1
1
'
I
!
1
I
!
1
1
[
i

EEEN .

How the
scope of

my audit
responded to
the risk

My procedures on the infrastructure valuations are geared towards evaluating the
reasonablanass of management's estimate of the networks’ DRC values, including reviews of:

» the reasonableness of costing rates and cost indexation factors applied in-year; and

» the adjustments made in respect of the network’s condition based on the available evidence
from asset management activities, amongst other key assumptions.

| also considered whether any of my findings were indicative of management bias. and test
whether volumes / guantities to which costing rates are applied reflect the current states of
gach network.

Costing rates

The greatest part of my audit effort was directed towards the complex revaluation of road
costing rates for the SBN asset. On this, my team:

» engaged an auditor’s expert to review the appropnatenass of the cosling rates and the main
uplifts applied,

» assessed the reasonabienass of management'’s statistical analysis which transforms
historically derived rates for the most common road types to the full set of road types:

» with the assistance of the auditor's expert, evaluated the appropriateness of 'moedern
equivalent’ costing rates in the context of actual network characteristics. principally in valuing
the technical valuation adjustment in respect of central reservation barriers; and

» reperformed management’s calculation of the costing rates from underlying data and their
application in the valuation model.

A full revaluation of costing rates for the Rail Network was last performed in as at 31 March
20138, at which point | performed enhanced audit work supported by an auditor's expert. My
team continues to rely on this work, and has evaiuated the Department's assertions on the
continued appropriateness of underlying assumptions — including on the nature of a modern
equivalent ~ and confirmad these where appropriate with the independeant regulator.

Condition adjustments

For the Rail Network, | evaluated the reascnablenass of the asset condition assessment for
key network components based an Network Rail's own data drawn from operational systems,
foilowing an enhanced exercise in 2019, | also reviewed the consistency of these estimates
against service performance data and regulatory publications.

For the SRN. | assessed the reasonableness of the use of new condition indicators in the
valuation of the road network, as well as addressing the reliability of key source data. In
respect of SRN structures, following a change in methodology, | engaged a civil engineering
focused auditor's expert to assist me in respect of the reasonableness of management's
transformation of its inspection data intc a financial adjustment.

Key observations

During the year, the Rail Network valuation has been relatively stable, with an increase of 0.8%
the net result of incremental indexation. additions, depreciation and the disposal of the Core
Vailey Lines. Testing results were satisfactory.

The SRN valuation increased by 4.4%, driven by the full revaluation of the road asset and
having taken audit findings into account. In the course of completing my work, | found that the
valuation reqguired adjustment to property reflect the overall network, to reflect both the specific
features of schemes used to construct costing rates, and where the modermn equivaient
differed from the features of the actual network. Following these adjustiments. | concluded
testing results were satisfactory.
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2. Defined Benefit Pension Schemes - valuation of deficit
Description of risk

The group is party 1o several pension schemes. Based on risk and value, | focused my work mast heavily on the
Network Rall section of the Railway Pensions Scheme [RPS), and secondarily on the ex British Rail 1894 Section
and British Transport Police Force Superannuation Fund. All of these are funded schemes with significant assets
managed by RPMI/Railpen, for which gross and net positions are described in Note 25. The pension schemes of
the Train Operating Companies, which are not consolidated in the Department’s accounts, are not included herg
but are discussed at Note 28 — my work on these falls within the scope of Key Audit Matter 3.

There is significant compiexity, and inherent estimation uncertainty, in the valuation of the net position of the
recoghised schemes, in respect of both the underlying assets and liabilities. | have focused particularly on the
valuation of the scheme assets this year foliowing the onset of the COVID-18 pandemic and the market volatility
which followed in Q4. The impact of that volatility on asset values has been more than compensated for by a
decrease in scheme liabiliies, caused principally by changes in assumptions for future inflation, the net result of
which is a reduced financial statements deficit across the group as at 31 March 2020 of £4,066m (31 March 2019:
£4,873m).

Scheme movements are presented on an aggregated basis in Note 25. For some schemes - including Network
Rait's - the responsibility for addressing any funding deficit is shared between the employer and members on

a 6040 basis. Where scheme management supports a shared cost basis, figures in Note 25 and telow are
reduced accordingly to reflect the employer's share of assets and liabilities only.

Scheme liabilities

As with all defined benefit pension schemes, an actuarial estimate of the liability refiecting amounts to be paid out
1o scheme members in the future {£12,210 million for all group pension schemes as at 31 March 2020) involves
significant astimation, for exampile in respect of key financial assumptions.

Scheme assetls

In respect of assets, an accurate and timely valuation is needed of the various asset classes held in the pension
funds administered the group's behalt (28,144 milion as at 31 March 2020).

This has been further impacted as a result of COVID-19, particularly for assets classified at Level 3 in the fair
value hierarchy (i.e. those whose prices are not readily determinable based on observations of an active market).
Note 25 inciudes an analysis showing the extent of these assets.

The valuation of the property held by the scheme is also atfected by potentially material uncertainty following
the market reaction to CCVID-19 which was highlighted to the group’s pension fund managers by professional
valuers,
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How the
scope of
my audit
responded
to the risk

‘Scheme liabilities

I contacted the relevant actuaries 1o obtain an up to date understanding of the methodology
used to calculate the main financial assumgptions, and to understand the methodology and
level of uncertainty involved in roll-forward calculations.

l engaged an actuarially gualified auditor's expert to examine the assumptions, methodology
and source data used to value the obligations.

With this expert, [
» evaluated the reasonableness of assumgtions and methodology applied by the key

components on advice from their actuaries, including on whether financial assumptions were
within reasonable ranges; and
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» considered the integrity of membership data, including in respect of roli-forwards.

Scheme assets

My waork an scheme assets is informed by the results of the 31 December statutory audit of
the results RPS financial statements, which are independently performed by another firm,
but | derive most of my assurance from direct substantive procedures to validate 31 March
valuations. These included extensive sample testing over the distinctive asset classes within
the Funds in which group entities are invested, as follows.

» For quoted and actively traded assets, | independently agreed valuations to observable
market prices.

» For pooled investment assets, | agreed valuatons to the investment manager valuation
report and reviewed relevant observable active market data to evaluate its reliability. | have
also considered potential indicators of unrecognised fair value moverments in the asset
valuation.

» For directly held property investments, | have reviewed the independent third party property
valuation performed for the scheme asset manager, and made direct inquiries with their
valuation experts to enable me 1o understand the nature of the material uncertainty and the
basis on which valuations were derived on a best estimate basis.

Additionally, for private equity and non-exchange-traded pocled investment vehicles.

I challenged management's expert on the extent to which standard valuation practice

would take account of COVID-19 since there was the potential for variance arising from
non-coterminous fund manager or professional valuations. This resulted in additional work
undertaken by the asset manager to model an impact for assats which they had not yet
received a valuation. | performed sample testing to validate the valuation methodology
undertaken and understand the nature of the investment as well as consideration for indicators
of unrecognised fair value movements.

Key observations

My testing results were satisfactory.
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3. Train Operating Company arrangements including Emergency

Measures Arrangements
Description of risk

The Uepartment contracts with Train Operating Gompanies (TOTs} for the pravision of mast passenger rail
services on Network Rail's infrastructure. TOCs lease rofling stock, employ train crews and other operationat and
support staff, and discharge pension obligations, In the past. most TOCs have retained passenger revenues, and
following commercial negotiation with the Depariment either pay a prermium or receive a subsidy in return for the
rights and abligations associated with running a particular franchise to the Department’s specification. Contracts
typically last around seven years, subject to early w@rminalivn through events of defaiift, such as operator
insolvency. In such cases the contract can be re-let, or its rights and obligations transferred to an Operatar of Last
Resort (OLR) company directly owned by the Department.

During the pandermic, rail franchises became financially unsustainacle in their current form due to a collapse in
demand for rail services, leading the Department to enter into Emergency Measures Agreements [EMAg) with
non-OLR TOCs. Under these agreements, which started in March 2020, the Department has assurmed all revenus
and cost risk, with the operator continuing 1o run passenger services in return for a predetermined management
fee. In the 2020-21 financial year. operators will aiso be able to earn an additional performance payment. subject
fo their performance against a set of critetia.

Given the significant realignment of the Department's relationship with TOCs in March, | recognised in my risk
assessment the need 1o consider the appropriatenass of management’s freatment of these revised arrangements in
terms of control ana the timing of recognition for the related expenditure. As in previous years, | also assessed a risk
around correctly accounting for revenue (and subsidy) recognition in respect of these contracts, particularly around the
year-end accruals position and the judgement the Departrnent makes in respect of ongoing commercial negotiations.

The Departrment reported Income from TOCs refated to these contracts for 2019-20 of £1,010m (Note 4} and supbport
for TOCs of £°1,318m (Nete 3.2) giving a net subsidy position of £309m {£018-19: net premium of £222m}. The financial
impacts of the pandsmic account for the majority of the £531m adverse movement, including direct cost of the EMAs
described in Note 3.2 as well as other movements in premium/subsidy on both OLR and non-OLR TOCs.
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How the | reviewed the terms of the EMAs in detail and exchanged technical papers with the Department

scope of based on IFRS analysis of whether the TOCs should now be treated as controlled by the

my audit Department for financial reporting purposes. While the TOCs remain subject to separate legal

responded control by ther directors and parent companies, the EMAs substantially imit the variability of

to the risk their return as investees, following the transfer of risk and reward to the Department. These
discussions also took into account the reporting requirements on the Department from HM
Treasury’s Financial Reporting Manual (FReM).

Following the conclusion of these discussicns, | worked with the Department to ensure sufficient
and accurate disclosure to inform users of the financial statements about the nature and impact
of the change. | performed a focused review of the disclosures in Note 28 using the published
accounts of the relevant companies, and considering the completeness of disclosures based on
known franchise change events.
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In respect of income and expenditure recognised, |I:

r reviewed passenger rail contracts with the TOCs and used specific clauses as wel as published
indexation sources to form an expectation of the majority of income and expenditure streams,
informing a detailed substantive analytical procedure;

» Used sampling for any contract elements not susceptible to this approach; and

» carried out procedures to ensure that accruals accurately refiected the state of commercial
relations, using both internal and external evidence sources,

Key observations

Foliowing our exchanges, management have classified the EMA TOCs as non-consolidated
controlied entities in these financial statements. alcngside the OLR TOCs legally controfied by
the Department. Neither class of TOC is consolidated intg the group financial statements, since
they are not included on the Government Rescurces and Accounts Act 2000 (Estimates and
Accounts) Order 2019 which forms the basis of the Departmental consolidation boundaries as
reguired in the FReM. Note 28 also provides important disclosure on the variable cost of the
EMAs; and on items on the TOCs' Balance Sheets, including pension liabilities, which are not
consolidated on the Departmental Group Statement of Financial Position but which represent a
financial exposure.

‘ ‘ |

Having considered these enhanced disciosures, | concluded that the results of testing in this area
was satisfactory.

I .
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4. Valuation of HS2 compulsory land acquisition balances
Description of risk

Working through HS2 Limited, the Department is in the middle of a significant programme of compulsory
acquisition for land and proparty along the London - West Midiands HS2 corrider. The Secretary of State acts
as the acquiring authority, and the reiated balances appear in the Core Department & Agencies Statement of

Financial Position,

with HS2 Limited acting as agent.

As described in accounting policy Note 1.21.2, obligation for compuisery purchases arises fully at the point
of a General Vesting Declaration (GVD) being served on the couriterparty. Serving a GVD is a statutory trigger
point for the Department to pay the counterparty 80% of the Department’s own valuation of the property at
issue. However, especially in complex cases, there can be significant uncertainty at this point over how much
the acquisition will ultimately settle for, and therefore on the best estimate of economic outflow required as
the basis of previous measurement. Management base valuations on the assessment for the holding in the
most recent Property Gost Estimate for this phase of the HS2 route, or — where available — a more detailed
surveyors' estimate. | assessed an audit risk resulting from the resulting measurement uncertainty for both
provisions (Note 23} and the related asset under construction (Note 5.3). At 31 March 2020, the Department

valued HS2 Land

The Department also acquires HS2 land and property through other routes including discretionary schemes which

and Property provisions at £1,041m {31 March 2019: £1,003m),

give rise to inventory (Note 16) measured at the lower of cost and net realisable value. The Department valued
this inventory at 31 March 2020 at £591m. While | coverad these items in the course of my audit, they are outside
the scope of this key audit matier because of the reduced estimation uncertainty arising from their measurement
basis. and the fact that they relate to completad transactions rather than iive negctiations with counterparties.

How the NTy procedures included:

scope of

my audit »
responded
to the risk »

testing of the reconciliations between cperational acguisition records and financial records;

detailled review of vaiuation evidence for a sample of compulsory purchase orders where final
settlement had not been reached,

use of an auditor's expert 1o assess a sub-sample of detaled valuation reports. as well as
1o support continued refliance on the most recent Property Cost Estimate, which my expert
assessed for the first time in 2019;

a ‘back testing’ review, comparing the results of detailed valuations to the assessment made
in the previous Property Cast Estimate;

detailed inquiry in respsct of the progress of high value cases, and

a consideration of the impact of the market volatility which followed the onset of the
COVID-19 pandemic.

Key observations
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5. Highways England PFl contract review

Description of risk

Following recognition in previous years, the group has on its Statement of Financial Position £1,448m of PFI
liabilities as at 31 March 2020 {31 March 2019: £1,467m). Material items within this balance relate to Highways

England contracts. In 2018-19, | performed a detailed periodic review of the three largest — M25, AT(M1) and At é
Darrington to Dishforth - to ensure that the accounting medels continued to reflect available evidence and IFRS T
requirements. During 2019-20. Highways England reviewed their accounting mode! for the remainder for any £
anomalies, and against the financial close models which describe the basis on which unitary payment streams f’g
were origindlly set. A number of thase contracts are nearly 25 years old and management was reguired to make ]
judgements using the best information availabie. .;-%
@
Further information on PFI contracts is included in Note 10.2. =
How the In respect of PRl contracts on which | had not performed a detailed periodic review in the prior
scope of  vear I
my audit

responded » reviewed the financial close models, and using information from these, calculated an auditor's

to the risk range for the plausible closing balance obligations at 31 March 2019 and 31 March 2020 for
each contract (the key variable being the extent of apportionmeant of the contractor's profit
element to capital elements of the contract); and

» reviewed the disclosures made in the financial statements against each model and supperting
information.

Key cbservations

| identified for some contracts for which the end dates per Highways England's accounting
models were not consistent with the financial close model, or the company's forecast payment
schedule. Management made an adjustment to correct this,

Following adjustment for the above issue, and having considered whether there was material
prior year error arising as a result of the incarrect end dates, | considered my testing resuits
satisfactory.
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6. First time adoption of IFRS 16 Leases
Description of risk

Across the group, management implamented the new IFRS 16 *Leases’ accounting standard this year. The new
standard requires iessees to recognise nearly all leases on the Statement of Financial Position which will reflect
their right of use of an asset for a period of time and the associated liability for the payments. The Departmental
group recognised a material balance of £987m of lease llabilities on transition, together with asscciated right of
use assets, as described in Note 7.

Implernentation challenges have varied across the group. he Core Department and Agencies have a relatively
low number of high value leases refating to key buildings and the Maritime and Coastguard Agency’s search and
rescug helicopters; whereas Network Rail's analysis has had to cover a large number of property and operational
asset lgasing arrangements. Especially in these circumstances, the implementation is data-intensive. with
managernent having to identify ali appiicable arrangements, coliate data and make judgements, for example, on
the appropriate incremental borrowing rate; and whether they are reascnably certain that break/extension ciauses
will be enacted to determine the lease term.

ﬁl-ka_w; the iCompleteness

?rfyo gﬁd‘:: Based on my risk assessment, | focused work on the high value items in the Cors Department
responded and Agencies, and at Network Rail on completeness since Network Rail's interactions with

to the risk suppliers take place both within centrat delivery units and the decentralised Regions.

| reviewed the process and controls that Network Rail implemented to capture and assess
arrangements that could contain a lease. [ then investigated high-risk areas of business using
assets that could be leased, to better understand the contractual arrangements with third parties.
This was combined by a data analytics led approach to sample contracts displaying lease-like
attributes. These samples did not identify any issues, but supplermnentary waork identified two
omitted leases - immaterial in total — across the crganisation.

Application and Judgements

Qutside my focus on completeness at Network Bail, | performed a risk-based sample test of
leases both at transition and newly entered into during the year, in all significant components and
at the Maritime and Coastguard Agency. | also reviewed management's judgements around the
appiicability of IFRS 16 (e.g. the terms of potential substitutions) as well as lease terms, including
the relative certainty surrounding the use of break clauses. | also reviewed the appropriateness
of the incrementat borrowing rate, which for Network Rait is driven by actual borrowing
arrangements, and for the rest of the Department is informed by HM Treasury's rate.

Key ohservations

The results of my testing in this area were satisfactory.
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7. Impacts of COVID-19 pandemic including property valuations

As group auditor | recognised during Q4 2019-20 the significant potential for financial statements impact from the
market volatility and government interventions resulting from the pandemic and have worked with component
auditors 1o ensura these impacts are properly addressed.

in agdition to the risks already described above in respect of pension assets and the Emergency Measures
Agreements with train operators — which had the greatest impact on my audit - | also assessed risk arising in
respect of the foliowing.

a Non-HS2 property valuations, as a result of material uncertanty clauses provided by many valuers as a result
of limited transaction volumes arcund the year end. Assets potentially exposed 1o this uncertainty include
tand and buildings with a net bock value of £941m (Note 5}; Network Rail investment properties valued at
££227m (Note 8); and the £362m investment valuation of property-heavy LOR Ltd (Note 12); as well as pension
talances already described above, As the Department describes at Note 1.2, these clauses describe only a
reduced certainty attached to valuations, rather than suggesting they cannot te relied upon.

b The patential for changes in the Department’s expected cradit losses on its assets including loans (Note 11 -
£1,379m) and receivables (Note 17 — £1,992m). The Department describes its credit risk at Note 30.1.

‘How the Property valuations

ﬁ.‘l:yogﬁdcg The majority of property balances arise in group entities. As group auditor | relied on the results
responded of component audits acting under the same engagement director, each of which considered the

to the risk impact of material uncertainty clauses from valuers.

At group level | have considered the results of component testing, considered the completeness
of management disclosures principally at Notes 1.2 and 12.2, and performed specific inquiries
of non-NAC component auditors in respect of the LCR investment.

Expected credit losses

| updated my understanding of the Department’s credit risk following the year end, and evaluated
judgernents on key balances by reference to the post-pandemic situation of counterparties.

Key observations

The results of my testing in this area were satisfactory.
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Application of materiality

| applied the concept of materiality in both planning and performing my audii, and in evaluating the effect of
misstatements on my audit and on the financial staterments. This approach recognises that financial statements
are rarely absolutely correct, and that an audit is designed 1o provide reasonabig, rather than absolute, assurance
that the financial statements are free from material misstaterment or irreqularity. A matter is materiai if its omission
or misstatement would, in the judgement of the auditor, reasonably influence the decisions of users of the financial

statements.

In agdition to group and parent materiality, | use an additional materiality at group level to guide the extent of my
testing. This is based on my assessment that as well as having an interesl in the valuations of infrastructure assets
which dominate the accounts in value terms and inform my overall group materiality, financial statements users have
an additional interest in the aspects of the Departmental group's accounts which reflact taxpayer-backed financral
activity. | apply this additional materiality to substantially all of my testing cutside my work on the valuation of the
infrastructure asset, including applying it to the testing of capital additions on the infrastructure networks.

Group materiality

Additional group
materiality

Parent materiality

Overall materiality

How | determined it

£4.700m

value of the infrastructure
assets (Note 5)

Why [ chose this
benchmark

The infrastructure assets

are the largest item in

the Departmental group
Statement of Financal
Pasiticn. Significant econcmic
activity reles on the road and
rail networks, and there s
significant user interest in the
extent and condition of those
networks.

£240m

Approximately 1% of net boak  Approximately 1% of group

gross expenditure excluding

depreciation and impairment.

and including capitai
additions

1.4% of gross expenditure

To refiect the sensitivity of
financial staterments users {o
transactions and balances
reflecting taxpayer-backed
financial activity Capial
additions are included since
these reflect cash spending,
and depreciation 1s excluded
1o avoid double-counting.

Aside from intra-
Departmeantal loan
balances, expenditure is the
most significant financial
statements element for

the parent and a far proxy
for user sensitivity given
DiT's role as a spending
Department. | 1olerate a
higher % than at group level
since IN my judgement the
typical user 18 agnostic 1o
whether money is spent at
parent or group level.

As well as guantitative materiality there are certain matters that, by ther very nature, would if not corrected influence
the decisicns of users, for example, any errors reported in the Accountability Report. Assessment of such matters
would need to hava regard to the nature of the misstatement and the applicable legal and reporting framework, as

well as the size of the misstaterment.

} appled the same concept of materiality to my audt of regularity. In planning and performing audit work in

support of my opinion on regularity and evaluating the rnpact of any irregular transactions. | took Into account both
quantitative and qualitative aspects that | consider would reascnably influence the decisions of users of the financial
statements.

I agreed with the Group Audit and Risk Assurance Committee that | would report to it all uncorrected misstatements
identified through my audit in excess of £300,000, as well as differences below this threshold that in my view
warranted reporting on qualitative grounds.

Total unadjusted audit differences reported 1o the Audit Commitiee for the Departmental Group would:

» inrespsct of the infrastructure asset valuations, decrease net assets by £540m, with this difference affecting
revaluation surplus and having no impact on net expenditure. and

» in respect of transactions and balances affected by my additional materiality, increase net assets and decrease net
expenditure by £9m.
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Responsibifities of the Accounting Officer for the financial statements

As explained more fully in the Statement of Accounting Officer's Responsibilities, the Accounting Officer is
responsible for the preparation of the financial staternents and for being satisfied that they give a true and fair view,

Auditor’s responsibilities for the audit of the financial statements

My responsibility is to audit. certify and repcrt on the financial statements in accordance with the Government
Resources and Accounts Act 2000.

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to
give reasonable assurance that the financial statements are free from matertal misstaternent, whether caused by
fraud or error. Reasonatle assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with 13As (UK) will ahways detect a material misstatemeant when it exists. Misstaterments can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with I1SAs (UK). | exercise professional judgment and maintain professional
scepticism throughout the audit. | also:

» identify and assess the risks of matenal misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting fraom error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

» obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
approgriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
group's and the Department for Transport's internat control.

» evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by managemeant.

» evaluate the overall presentation, structure and content of the financial statements. including the disclosures. and
whether the consolidated financial statements represent the underlying transacticns and events in a manner that
achieves fair presentation,

» obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Group to express an opinion on the group financial statements. | am responsible for the direction,
supervisicn and performancs of the group audit. | remain solely responsible for my audit opinion.

| communicate with those charged with governance regarding. among other matters, the planned scope and timing
of the audit and significant audit fingings, including any significant deficiencies in internal control that | identify during
my audit.

| also provide those charged with govarnance with a statement that | have complied with relevant ethical
reguirements regarding independance, and to communicate with them all relationships and other matters that may
reascnably be thought to bear on my independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, | determine those matters that were of most
significance in the audit of the financial statements of the current pericd and are therefore the key audit matters. |
describe these matters in my auditor's report unless law or regulation precludes putlic disclesure about the matter
or when, in extremely rare circumstances, | determine that a matter should not be communicated in my report
because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
henefits of such communication.
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| am required to obtain evidence sufficient to give reasonable assurance that the Statement of Parfiamentary
Supply properly presents the cutturn against voted Parliamentary control totals and that those totals have not been
exceaded. The voted Parliamentary contral totals are Departmental Expenditure Limits (Resource and Capital},
Annually Managed Expenditure {Resource and Capital), Non-Budget (Resource) and Net Cash Reguirement. | am
also required to obtain evidence sufficient to give reasonable assurance that the expenditure and income recorded
in the financlal statements have been applied to the purpeses intended by Parliament and the financial transactions
recorded in the financial statements conform to the authorities which govern them.

Audit scope

The scope of my Group audit was determined by obtaining an understanding of the Group and its environment,
including Group wide controls, and assessing the risks of material misstaterment at the Group level.

The Department for Transport Group has total assets of C482bn. The group’s largest components are the
Network Rail Limited group (excluding Network Rail Insurance Limited which in accordance with the FReM is not
consolidated) and Highways England Company Limited. These components holding the two key infrastructure
assets.

| have audited the full financial information of the Core Department. as well as the group consolidaticn. | have
gained assurance from the auditors of the significant and material components and engaged reguiarly on the group
significant risks such as valuation of the infrastructure assets and the pension schemes,

I covered 94.4% of the group’s gross expenditure through audit of the significant components, with the remainder
covered by analytical procedures performed on non-significant compenents.

For most of these non-significant components, audit of the financial statements was complete or well progressed
at the point of my analytical procedures. Together with audit work on censolidation adjustments, for example on the
transformation of the rail network valuation from the separate basis used in Network Rajl's statutory accounts, this
work gave me the evidence [ needed for my opinicn on the group financial statements as a whole.

Other Information

The Accounting Officer is responsible for the other information. The other information comprises information
included in the annual report, but does not include the parts of the Accountability Report described in that report
as having been audited, the financial statements and my auditor’s report thereon. My apinion on the financial
staterents does not cover the other information and | do not express any form of assurance conciusion thereon. In
connection with my audit of the financial statements, my responsibility is to read the other information and, in doing
s0. consider whether the cther information is materially inconsistent with the financial statements or my knowledge
obtained in the audit or otherwise appears to be materially misstated. If, based on the work | have performed, i
conclude that there is a material misstatement of this ather information, | am required to report that fact. | have
nothing to report in this regard.

2 Accountabilty_Report_2020indd 192 f

16/09/2020

15:03



Opinion on other matters

In my opinion:

directions made under the Government Resources and Accounts Act 2000;

» in light of the knowledge and understanding of the greup and the parent and its environment cbtained in
the course of the audit, [ have not identified any material misstatements in the Performance Repaort or the
Accountability Report; and

the information given in the Performance and Accountability Reports for the financial year for which the financial
statements are prepared is consistent with the financial statements.

Matters on which | report by exception
I have nothing to report in respect of the foliowing matters which | report to you if, in my opinion:

» adequate accounting records have not been kept, or returns adeguate for my audit have not been recetved from
branches not visited oy my staff;

» the financial stalements and the part of the Accountability Report to be audited are not in agreement with the
accounting recerds and returns; or

» | have not received all of the information and explanations | require for my audit.

» the Governance Statement does not reflect compliance with HM Treasury’s guidance.

Report

miE o |
-

| have no observations 10 make on these financial statements.

Gareth Davies
16 September 2020
Comptrolier and Auditer General

National Audit Cffice

157-197 Buckingham Palace Read
Victoria

London SW1W 95P
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Group Statement of Comprehensive Net Expenditure

for the year ended 31 March 2020

| 20152 2018-13

Core Core
Department Departmental Department  Departmental
& Agencies Group & Agencies Group
Note fm £m m £m
income from sale of goods and services 4 (165) {2,974) {240) 2.755)
“Other operating income 4 (2,323) (3.658) (2519 (3575
Total Operating Income {2,488} {6,632) (2.759) {6,320)
Staff costs 3.1 469 2,688 425 2.498
‘Purchase of goods and services ' 3.2 2,549 6270 2128 5658
Grants ' 33 19,227 4033 12,976 3,368
V6éprecwa{\on and \mpanr@ chargéé_ Y 187 7,240 121 6.925
'Prov=s<on expense T T 35 51 531 T ‘é?r\ o 10?
Otner operating expenditure 36 65 409 o424 (156)
Total Operating Expenditure 22,446 21,11 19,961 18,392
Net Operating Expenditure 19,958 14,539 17,202 12,082
Share of {profit) / loss of associate 4,15 (30} 30) {40) {409
“Fnance income 4 (733) @3 ©80)  (24)
Finance expense i T ) 3.7 346 1,434 —;_;ZOT‘R@E
Net Expenditure 19,581 15,850 16,686 13,394
Other Comprehenswe Net Expenditure
Itef;\a;imi not he reclasémito nei - T
operating costs
First-time adopt\on of \FRS 16 (5) 2)
“Net {g {galn )/ loss on revaluation of pr DropeTty“ T S
plant & eguipment 5 (249) (7,463) (104) (29.250)
meloss on—rev;altﬁmof_mtang.ﬁgd 6 1 -y
Share of assomatﬂ%mpr?enswe - o
net (lncome) / expendlture 15 43 43 62 62
Actuanal {gain) /' loss on pension schemes ’ S (117) (1,134) ——;175-4 _1?—;37
\mpawménts through Revaluatlon Reserve S 4 o
“Deferred tex movemer o ez - 18 - 443
‘Reversiorary interest on M8 toll 1oad SoCTE @1) ey © >
ltems that will or may subsequently be 7 ' -
reclassified to net operatmg costs:
Fm%;\assets - net Change in fair vaiues T SoCTE (13) (39) {79) (97T
Cash fiow hedge affective pomon offair T
vaiua change SaCTE - ()] 36
Total Comprehensive Net Expenditure 19,179 7415 16717 (15,252)

Grants wete classified under “Other operating expenditure” in the 2018-18 Annual Report and Accounts,

The Notes on pages 204 to 296 form part of these financial statements.
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Group Statement of Financial Position

as at 31 March 2020

Core Core
Department & Departmental Department &  Departmental
Agencies Group Agencies Group
Note £m £m £m m
P Property\ lant and sguipment 5 9,538 474,005 ) __%7_5____ 463 40@
investmemt properties 8 - 227 - 233
Right of use assels n - 7 365 930 S
Intangible zssets 5] 58 208 42 g2
Loans ) 11 30,964 1379 30,395 500
lvestment in equites B ) 12 463 723 " 449 T 674
Public divdend capital _ B 13 33 33 33 &3
__Der!vatNgE - 14 - 474 o - 340 %
Investm@nr in associates 15 338 338 3580 380 g
Trade and other recevables o 17 433 32 - E%é B 14 %
inventories 16 596 586 539 539 :!;
Total non-current assets 42,788 479,035 41,599 466,313 g
Assets held for sale 9 - 36 o1 28 -
Invemori;as i 18 - 315 277
Derivatives 14 - 10 - 11
Trade and other receivables B 17 338 1,960 a3 20m
Cash and cash equivalents 18 531 974 213 814
Total current assets 866 3,295 627 3,162
Total Assets 43,657 482,330 42,226 469,475
Trade and cther payables 19 (2,009) (5,311) (1,297) {5.703)
Borowings T 20 172) (1,297) BTERT 19
Dervatves - 14 - @s - 52}
Provisionsg o3 (577) {864) {513) ) 721
Total current liabilities {2,758) {7,520} (1,821) (6,595)
Total Assets less net current liabilities 40,899 474,810 40,305 462,880
Pravisions 23 (777) (941) @62) {1,146
Other payables 19 (1,162) 2,737) (1,239) (2.982)
“Borowings L 20 (4,258) (28,857) (3.942) ~ (28,547)
Financial guarantee contracts 21 (3,938) - {4,066)
Dervatwves 14 - (847) . @81)
Deferred tax habilties 22 (3,580) - {3,003)
Total nan-current liabilities {10,135} (36,956) {10,209 (36,759}
Assets less liabilities excl. pension liabilities 30,764 437,854 30,096 426,121
Pension liability 25 (1,416) (4,066) (1,525) (4.873)
Assets less liabilities 20,348 433,788 28,570 421,248
Taxpayers’ equity and other reserves:
General fund T (26,294) (82,425) (25,777) 77112)
Revalualion reserve (2.606) (850.544)  (2.358)  (343381)
_Hedging reserve - 3 8
Financial assets at fair value through QCI reserve {448} (822) (435) (783)
Total equity and other reserves {29,348) {433,788) (28,570) (421,248)
Th? Glrrlogp has adopted IFRS 16 'Leases’ from 1 Ap;il 2019 As Bernadette Kelly CB
e St e P 10 Septermoer 2020
information on the impact of the change N accounting policies,
Permanent Secretary and Accounting Officer,
The Notes on pages 204 to 296 form part of these Department for Transport. Great Minster House,
financial statements. 33 Horseferry Road, London SW1P 4DR
16/09/2020 1507 '
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Group Statement of Cash Flows I
for the year ended 31 March 2020
Core Cors
Department & Departmental Department &  Departmental
Agencies Group Agencies Group l
Note £m m £m £m
Cash flows from operating activities
Net expenditure for year (19,541) {15,850) {16,686) (13.394) l
Adjustmente for non-cash transactions other than
penswon schemes 3.4 (36) 8,437 B {1_!21 4 6§88
Ad)ustments for non-cash Iransacnoﬂs related to
pene:om schemes 3,4 7 327 73_ 368
{Increase) / decrease In inventories 16 (57 (95) (108) (128)
less impairment of inventory (15) k) (4) 4
(Increase) / deorease in trade and other recelvables 17 329 54 3,3;4 (25@) I
iess movements in receivables relating to items not
passing through the Statement of Comprehensive
Net Expenditure 20 4 (4,084 7 (11) l
“ncrease / (d (decrease) n trade and other payab)es
and borrowings 19, 20 583 (191) 8§ 94)
less movements in payables relating to tems not
passing through the Statement of Comprehensie I
Net Expenditure (2586) (104) _ 14_ ) {289)
(Increase) / decrease in denvat)ve assets 14 - (133) B - ) 145
increase / (decrease) in denvahve labiities 14 - (138) - (1 34) l
less non-cash movements in derivatives - 271 - a2y
Use of provnsmns 23 (369) (1,039) (364) 3 {448}
Ad)ustment for capltal and mterest elemem of
PFl payments 3 19 2 80
Net cash outflow from operating activities {19,332} {8,453) {13,513 (7.184)
Cash ﬂows from mvestmg actwrtres
Purchase of property, plant and eqmpmem - I
additions 5 (340 (10,915) (368) {11,835
Purchase of property. plant and equwpmem -
non-cash adgditions 21 20 2 2
Adjustments for movernent in capital accruals
relatmg to additions 3 (676) - 229
Purchase of intangible assets - cash addrtlons & 22 @4 (14) (15)
Proceeds of dlsposa lof assets and assets l
held for sale o] 8 546 - 1,478
Purchase of Gther investments N {1 i1 0 i3
Proceeds of disposal of investments and
Investment property - 8 - ) 14
Cap)tal element of lands provision 331 463 245 212
Loans 1o other bodies 11 (12,618) {899) {6,450 (365}
Repayments from other bodies 11 12,049 20 2.959 20
Repayments to National Loans Fund - - (1) (1)
Net cash outflow from investing activities {573) {11,468} (3,628 {10,262} '
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Core Core
Department & Departmental Department & Departmental
Agencies Group Agencies Group
Note £rn £m £m £m
Cash fiows from fina_a_'ncing activities )
From the Conschdated Fund (Supply) - current year 20,487 20,487 17.429 17,429
Advances from the Contingencies Fund 3,600 3,600 B -
Repayments to }he Contingencies Fund {3,600) (3,600) B -
Repaymem; ofilganisfﬁam the National Loans Fund - - 1 1
Repayments of principal on leases {48) {174) -
Capitat element of payrmenis in respect of finance leases - - o 2
Caprtal element of payments in respect of
on-balance sheet PFI contracts @ (19) (2) (80)
Net financing 20,436 20,204 17,428 17,348
Net increase / (decrease) in cash and 2
cash equivalents in the period before F
adjustment for receipts and payments 5
to the Consalidated Fund 531 373 287 {98} %’
Payments of amounts due to the Consohdated Funa (213} 213 (221 (221) g
Net increase / {decrease} in cash and cash §
equivalents in the perjod after adjustment s
for receipts and payments to the
Consolidated Fund 318 160 66 (319
Cash and cash equivalents at the beginning
of the period 213 814 147 1.133
Cash and cash equivalents at the end of
the period 531 o974 213 814

The Notes on pages 204 to 296 form part of these financial statements.
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Group Statement of Changes in Taxpayers’ Equity

as at 31 March 2020

Financial
assets at
fair value
through
General Revaluation Hedging ocClI Total
Fund Reserve Reserve Reserve Reserves
Note £m Lm oy i Zm
Balance at 31 March 2018 (73,3700 (314,531) 28) 686) (388.615)
Net (gairy} / Ioss on revaWuat;on of property
plant and eqmpment 5 - {29,250) - - (29.250)
Net (gam) /oss on revaluation of
intangib\e assets 6 - {11 - - (11}
Chdnge in fa|r value of denvatives 14 - - 36 - 36
Net galn) / Ioss on revaluatlon of mvestments 15 a4 - - - a7 97}
Non- cash Charges audltors remuneratwon 3.2 {1 - - - {1}
Transfers between reserves for excess
depremanon {125) 125
Nat expendlture for the year 13.384 - - - 13,394
Reverswnary mterest on M6 toll road 2} - - - 121
Deferred tax movemema 22 - 443 - - 443
Actuarlal (gam) / loss recognised in
pension scherme 25 173 - - - 173
Share of other comprehensive net (incomey /
expenditure of associate 15 62 - - - 62
Other movements (@1 (137 - - (228}
Balance as adjusted by income and expense
for 2018-19 (%Q 960) (343, 361) 8 {783 (404 Qo8]
Net Parlwamemar‘y Fundmg drawn down {1 7 429) - - - (1 7 429)
Net Parhamentarv Funding — deemed (108) - - - (1 08)
Suppr payab!e / (reoewab e) adiustment 186 . - - 186
CFERS payabie to the Consohdated Fund 199 - - - 199
Ba\ance at 31 March 201 9 (77.112) (343,361 8 (783} {421,248)
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Financial
assets at
fair value
through
General Revaluation Hedging oci Total
Fund Reserve Reserve Reserve Reserves
Note £m £m m £m £m
Balance at 1 April 2019 (T7,112) {343,361) 8 (783) (421,248)
First-time adoptlor of IFRS 16 2) - - - (2
Net (gamn) / \oss on revaluanon of property. plam
amd aquipment 5 - (7,463} - - {7.463)
Net (galn) /loss on reva\uatlon of \ntanglble assets 6 - 1 - 4
Ghange in far value of derivatives 14 - - {5) - {5)
Net {(gain) / loas on revaluahon of Ivestments 15 34 - - (39) (39)
Non-cash charges aud\tors remuneratron 3 2 (N - - - (1)
Transfers between reserves (254) 254 - - -
Net expend\ture for the year 15,850 - - 15,850
Reversnonary Interest on M6 toll road (21) - - - (21)
Deferred tax movememis:ﬁ - 22 160 21 - - 181
Actuanal (gain} / |Oss reoogmsed 1N PENSIon
scheme 25 (1,134) - - (1,134
\mpalrments through Revaluation Resewe 5 - 4 - - 4
Share of other comprehensive net (mcomej /
expenditure of associate 15 43 - - - 43
Balance as adjusted by income and
expense for 2019-20 {62,471) (350,544) 3 (822) {413,834)
Net Parllamentary Funding — drawn down (20,487) - - - (20,487}
Net Par!\amentary Funding - desmed (186) - - - (186)
Advances from the Contingencies Fund (3,600) - - - (3,800)
Repayments to the Contmgencses Fund 3,600 - - - 3,600
Supply payable ad;ustmem 503 - - - 503
CFERs payable to the Comsohdateci Fund 216 - - - 216
Balance at 31 March 2020 {82,425) {350,544) 3 {822) {433,788)

The General Fund serves as the chief operating fund.
The General Fund is used to account for all financial
resources except those required to be accounted for in
another fund.

The Revaluation Reserve reflects the unrealised element
of the cumulative balance of the revaluaticn adjustments
to property, plant and eguipment and intangible assets.

The Hedging Reserve records the cumulative fair value
gains and losses on certain derivative instrumnents {to the
extent that the hedge is effective). The cumulative gains
and losses are recycled to income and expenditure
when the hedged transaction affects income and
expendrure.

The Financial Assets through Other Comprehensive
Income (OCI) Reserve records the cumuiative gains and
losses con financial assets held at fair value through OCi
respectively,

There are no Charitable Fund reserves in the Group.

The Notes on pages 204 to 296 form part of these
financial statements.
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Statement of Changes in Taxpayers’ Equity

Core Department and Agencies
as at 31 March 2020

Financial
assels at
fair value
through
General Revaluation QCI Total
Fund Reserve Reserve  Reserves
Note £m £m £m £m
B Lanoe at 81 March 2018 (25 660} (2.118) (358) (28 134
Ne{ (gam} / ross on revaluatlon of property, Dramt and
equwpmem 5 - (104} (104}
Net (gam) / voss on reva1uanon of mvestrner\ts 12 - - (79) (79)
Nonfcash charges - auditor‘s remuneration 3.2 (1 - - m
Transfers between raserves for excess depreuaﬁon M 1 -
Net expemd\lure for the year 16,686 - - 16,686
Revers;onary nierest on M6 1ol road ) - - {2}
Actuaral {gain) / Eoss recogn\sed in pension scheme 25 154 - - 154
Share of other comprehensive net (incoma) / expendriture
of assomate 15 62 - - 62
Other movemems 137 {137} - -
Balance as ad}usted by income and experase for 201 8-19 (8 625) 12, 358) 435) {11 418)
Net Parhamentaw Fundmg drawn down (1 7 429) . - (17,429)
Net Parhamentary Fundmg deemed (108} - - {108)
Supply payab\e (recezvabie} adjustment 186 - 186
CFERS payabfe to the Consondated Fund 189 - 189
Batance at 31 March 2019 (25 777 (2 358) {435) (28 570;
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T - Financial
assets at
fair value
through
Genera! Revaluation ocCl Total
Fund Reserve Reserve  Reserves
Note £m rm £m £m
Balance at 1 April 2019 (25,777) (2,358) {435) {28,570)
First-time adopnon of IFRS 16 (5) - - ()
“N; {gan) / Ioss on revaiuaTlc);_of;J"ropeny plamt éﬁcﬁiiiwr )
eqmpmem 5 - (249) - (249
Net (g;m)i;o;;n reva\uatloiriwwof]vestmems 12- - - (13) (13)
Non cash charges - audwto_rs remuneratlom o 3.2 1) - - {1}
Trar;sfér;, between resenves T N 1 - -
Tﬂexpendlture for the year o o 19,541 - 19,541 2
Reversionary mterest on M6 toll road - @1y - - (21 ’é
;7.&;uanal (gamn) / i0ss recog_ﬁ]%g _m pension schame ﬁ 25 {117} - (117 §
Share of other comprahensive net {income) / expenditure of ,Tg
associate 156 43 - - 43 S
__C-)%érrﬂgc:@mems - o ) - - @) &
Balance as adjusted by |ncome and expense for 2019 20 {6,340) {2,606) (448) (9,394)
Net Parhamentary Fundmg drawm down (20,487) - (20,487)
Net lsa;hamentary Funding - deemed - (186) - {386)
Eaincgs*f‘rom the Contingencies Fund o (3.600) - - (3.600)
_Rt_e_[)ayments to the Contingencies Fund - 3,600 - - 3,800
S—LJDp!y payabie / (rece wvable) ads ustmem o o 503 - - 503
CFERs payable to the Consolidated Fund o 216 - - 216
Balance at 31 March 2020 (26,204} {2,606) {448) (29,348)
The Notes on pages 204 to 296 form part of these financial statements.
¢ 1640912020 15:07
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Notes to the Financial
Statements

Neotes to the financial statements provide additional
information required by statute and accounting
standards to explain a particular feature of the financial
statemants. The Notes which follow will also provide
explanations and additional disclosure (o assist readers’
understanding and interpretation of the financial
statements and expand upon the accounting policies

in Note 1.
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1. Statement of Significant
Accounting Policies

This Note sels out the accounting policies that
determine the recognition and valuation of material
assets, liabilities, income and expenditure. Disclosures of
crifical judgements, accounting estimates and sources
of estimation uncertainty are presented within gach
accounting poiicy note.

As the Staterment of Financial Fosition and Note 5
indicate, the Departmental Group’s most material

assets are the Strategic Road Network and the Railway
Network. Depreciation and maintenance of those assets.
disclosed in Note 4, are also material expenditure items.
These assets are both specialised and complex and so
their valuation requires a significant degree of judgernent
and use of estimates. Estimation uncertainties may
therefore result in material adiustments to the values of
the assets and the amount of depreciation recognised in
future accounting periods. These issues are discussed
further in Note 1.4 and in Note 5.

The baiances and transactions that are materially
exposed te estimation uncertainties Include: property.
plant and equipment {and the resulting depreciation
charge): investments in equities; provisions; and defined
benefi t pension deficits {and the related actuanal gains
and losses). Whaere their potential impact is significant
these uncertainties are discussed in Note 1 (at 1.4.3,
1.4.4, 1.20.2 and 1.21.2); sensitivity analyses reflecting
the bounds of estimation uncertainty are presented in
the relevant Neotes (Notes 5 and 25).

1.1 Basis of preparation

These financial statements have been prepared in
accordance with the 2019-20 Government Financial
Reporting Manual (FReM) issued by HM Treasury and
accordingly are drawn up to give a true and fair view

on that basis, The accounting policies contained in the
FReM apply International Financial Reporting Standards
{IFRS} as adapted or interpreted for a public sector
context.

Where the FReM permits a choice of accounting
policy, the Department has selected the policies which
are judged to be most appropriate to give a true and
fair view of the circumstances of the Department for
Transport Group. They have been applied consistently
in dealing with items that are considered matenal to the
financial statements.

in addition ta the primary statements prepared under
IFRS, the FReM requires the Departrment to prepare

a Statement of Parliamentary Supply and supporting
Notes showing the outturn against Estimates for

the net rescurce requirement and the net cash
requirement. These are included within the Parliamentary
Accountability secticn in this document,

The presentation and functional currency is pounrds stering.

IFRS 16 Leases became effective for periods beginning
on or after 1 January 2019, however the FReM deferred
adoption uniil 2021, The Department for Transport

and the Department for Digital, Culture, Media &

Sport contain material components that prepare thelir
accounts in accordance with IFRS rather than the FReM,
therefore the components had io adopt IFRS 16 this
vear. To ease preparation of these group accounts, HM
Treasury permitted these Departments to adopt IFRS
16 in 2019-20. The cumuiative catch-up method has
been used; this is described in more detail in Note 1.6.
Conseqguently. the comparatives for 2018-19 reflect the
requirements of IAS 17 Leases.

1.2 Accounting convention

These financial statements have been prepared on a
going concern basis under the historical cest convention
modified by the revaluation of ceriain categories of non-
current assets and financial instruments.

Valuation bases

Property, plant and equipment and intangible assets
are held at revaiued amounts, 1o produce comparable
and current values for assets and their components
that have been accumulated over many decades

or, in some cases, centuries, whose costs would be
matenally affected by inflation. This incentivises good
asset management and enables the reader to assess
the performance of the leadership team against this
objective.

Certain balances and transactions in these statements
are underpinned by surveyors' vaiuations of land

and buildings, including £232m of the mvestment in
LCR Ltd (Notes 12.2 and 27.1); significant land and
buildings (Note 5}, and £498m of pension assets
{Note 25). Surveyors have reported that COVID-18 is

a source of "material valuation uncertainty” as defined
by the Royal Institute of Chartered Surveyors (RICS)
Valuation — Global Standards, effective 31 January 202C.
The following inference is made: that this does not
mean that their valuations cannot be relied upon. but
rather that less certainty should be attached to those
valuations. The Department does nat consider the limit
of uncertainty on the total value of these balances to be
material,

Where assets are held for their service potential, they
are valued on an existing use basis, which necessitates
the use of depreciated replacement cost for specialised
assels, most significantly the Strategic Road Network
and the Raitway Network, as discussed in Note 1.4,
This valuation basis is a cost approach, as defined

by IFRS 13, and gives the maximum amount that an
acquirer would pay. It reflects the fact that specialised
assets are rarely sold on an arm’s fength basis and rarely
acquired and held to generate income. This is consistent
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with the FReM.

Under IFRS 13, assets and liabilities are fair-valued
using a market-based approach, an income approach
or a cost approach. determined by which approach
maximises the use of relevant cbservable inputs.

The Group evaluates the inputs and the resulting
valuation 1o categorise the valuation within the three-
levet fair value hierarchy, depending on the lowest-ievel
significant input.

» Alevel 1input is a guoted market price for an identical
asset or liability (for example, the price of a bond).

» Alevel 2 input is not a quoted price, but is still
observable, directly or indirectly {for example. bond
yield curves).

» Alevel 3 input is unobservable (for example,
internally-generated forecast cash flows, or technical
specifications).

Note 31 discloses valuations by their category in this
hierarchy.

Going Concern

The future financing of the Department’s liabilities is met
by Supply funding voted by Parliament and income.
which are approved annually by the passing of the
Supply and Appropriation (Main Estimates) Act. The Act
for 2020-21 was approved by Parliament and received
Royal Assent in July 2020. The Department considers
there is no reason to believe that future approvals wil
not be forthcoming. Hence, the going concern basis is
considered appropriate for these financial statements.

1.3 Basis of consolidation

In accordance with the FReM, these financial statements
comprise a consolidation of the core Department, its
agencies {the “Core Department and Agencies”) and
those other entities which fall within the Departmental
boundary defined by Statutory Instrument 2020 No. 17
made under the Government Resources & Accounts Act
2000 (together known as the "Departmental Group”).
Note 26 lists all the entities within the boundary, and
separately lists entities that are sponscred by the
Department but are net consolidated, including Public
Corporations ang Trading Funds.

On 31 July 2020, the Office for National Stahistics
reclassified twelve Train Operating Companies as

Public Corporations, with effect from 1 April 2020.
These companies were contracted to deliver passenger
rail services under franchise agreements with the
Department. The reciassification decision assessed that
the additional powers the Department obtained under
the Emergency Measures Agreements gave it control for
accounting purposas over these companies. However,
the companies do not meet the criteria for consolidation
as set out in the FReM and summarised above. Instead.
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these accounts provide the disclosures required by 1FRS
12 for entities that are controlled but not consolidated.
These are st out in Note 28.

On 31 July 2020, the Office for Naticnal Statistics
reclassified twelve Train Operating Companies as

Public Corpcrations, with effect from 1 April 2020.
These cempanies were contracted to deliver passenger
rall services under franchise agreements with the
Department. The reclassification decision assessed that
the additional powers he Departrment cbtained under
the Emergency Measures Agreements gave ft contrai for
accounting purposes over these companies. However,
the companies do not meet the criteria for consolidation
as set out in tha FReM and summarised above. Instead.
these accounts provide the disclosures required by IFRS
12 for entities that are controlled but not consolidated.
These are set out in Note 28,

Where two columns are included in the accounting
notes, the first containg amounts for the core
Department and its Agencies and the second contains
amounts for the Departmental Group ({the Group).
Accounting policies are harmonised across the Group
and material intra-group transactions are eliminated
on consolidation. Within this Note, the terms “the
Departrmment” and “the Group” are used to refer to
balances, transactions and policies applicable to thg
core Department and its Agencies and to the Group
respectively.

rollowing the FReM, Transfer by Absorption accounting
is applied to all transfers of functions (and entities)
between public-sector bodies, including those with
local government, with public corperations and within a
departmental group. Conseguently, the values of assets
and liabilities are not adjusted to fair value, and there is
no recognition of goodwill.

1.4 Property, plant and equipment

Prcperty, plant and equipment is described and
analysed in Note 5.

1.4.1 Recognition

Agsets are recognised initially at cost, which comprises
purchase price or construction cost. any costs directly
attributable 10 bringing the assets into the location and
condition necaessary for them to be capabile of operating
in the manner intended by the Group.

For proposed new infrastructure projects, costs are
expensed until reasonable certainty of go-ahead is
achieved: thereafter, capitaiisation commences. Further
information is given in Notes 1.4.2 and 5.3, Assets
Under Construction.

Land and property reguired to construct new
infrastructure assets is acquired through several legal
processes. It is recognised as an asset when the Group
has an abligation to purchase it. The recognition points
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depend on the process used; the most significant
processes and recognition points are:

» Compulsory purchase — General Vesting Declaration:
Signature of the General Vesting Declaration by the
Secretary of State, simultanecusly with service of
notice on the property owner;

» Compulsory purchase — Notice 10 Treat: Service of the
Notice of Entry on the owner,;

» Compensatory processes, such as Statutory Blight:
The owner's demonstration of compifance with
the requirements and acceptance of the owner’s
application:

» Discretionary processes, such as Need to Sell:
The owner’s demonstration of compliance with
the requirements and acceptance of the owner's
application.

Costs of construction include the cost of access to
adjacent land, where this is required for construction
purposes. Access is typically obtained through
Temporary Possession; under this process, the owner
receives compensaticn for any losses sufferea.

During construction, land and properties that are on the
route of the infrastructure are recognised as part of an
asset under construction. Those that are either outside
of this boundary, acquired under discrationary purchase
schemes rather than for construction, or are subject to
Statutory Blight in Phase 2B are classified as inventory.

At the recognition peint, a balancing amount is also
recognised as a liability; sither as a provision, where the
timing or amount of the payment is subject to material
uncertainty, or otherwise as an accrual. In some cases,
liabilities relating to capital expenditure will persist for
some time, for example, pending the final settlerment of
legal disputes over the amount of compensation due to
the former owners after a compulsory purchase.

1.4.2 Ciassification

The Group categorises property, plant and equipment
into Infrastructure Assets, Assets Under Construction,
Land and Builgings, and Other Assets. Brief descriptions
are on the next page, with fuller disclosures in Note 5.

Infrastructure Assets {including renewal and
enhancement works in progress)

This category comprises the Railway Network, the
Strategic Road Network and the HS1 concession. They
are Networked Assets, which are integrated networks
servicing a significant geographical area. They display
some or all the following characteristics:

» They are specialised in nature with no alternative uses;

» They are immovable; and

¥ They may be subject to constraints on disposal.

With effect from 1 April 2018, renewal and enhancement
works in progress on the Strategic Road Network

and the Railway Network are recorded against the
strategic road network asset ana the railway network
asset respectively from the commencement of the
works; previously, enhancements to the Strategic

Road Network and renewals and enhancements of

the Railway Network were recorded as Assets under
Construction. Similarly, the reversionary interest in the
M8 Toll, which was also previously presented under
Assets under Construction, is now also presentsed under
the heading of the Strategic Road Network. This change
is considered to better reflect the integrated nature of
these networked assets.

The Strategic Road Network (SRN) comprises the
motorways and ali-purpose trunk reads in England,
which form a single integrated network. It consists of:
carriageways, including earthworks; tunneliing and
road pavements; roadside communications; bridges
and other structures, and land and buildings within the
highway's perimeter.

The Railway Network comprises the infrastructure
supporting the operation of Great Britain’s national rail
system. It consists of: track; earthworks; signalling;
power; plant; telecommunications; bridges; fencing;
coastal defences; stations and operaticnal property and
land. It includes only these assets controlled by Network
Rail. Other assets including London Underground and
other regional systems, and heritage railway lines are
recorded in the financial statements of the organisations
who control them.

Further information alzout capitalisation and valuation
policies can be found in Notes 1.4.1, 1.4.3 and
51-53

Assets under Construction

Assets under Construction represents discrete items
or projects, outside the footprint of the networked
infrastructure assets. The most significant item
comprises preparatory work for construction of HS2.

Renewal and enhancement works in progress to the
Infrastructure Assets are now recorded against the
strategic road network asset and the railway network
asset from the commencement of those works.

Land and Buildings

This includes properties outside the networks'
perimeters and fighthouses recognised by the General
Lighthouse Authorities.

Other Assets

This includes Plant and Machinery; Fixtures and Fittings;
and Information Technology Harcware.,
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1.4.3 Valuation

The valuation approach used for specific assats
depends on their function and materiality.

Infrastructure assets - Networked assets
(including renewals and enhancements)

The Group's main networked assets {the Strategic
Road Network and the Railway Natwork, but not H31)
are valued at Depreciated Replacement Cost (DRC),
because they are specialised and are used to deliver

a service to the public. DRC aims to reflect the cost in
today’s money af constructing a new netwark that could
deliver the same service capacity as the existing asset.
This involves three significant sets of judgements:

» the type of asset that would be constructed:
» the cost of constructing that asset; and
» the service capacity of the existing asset.

The DRC is calculated by determining a gross
repiacement cost (reflecting the first two sets of
judgements) for each Network which is then adjusted

(or “depreciated”) to reflect the Netwaork's condition

and capacity (reflecting the third set of judgements},

as described below. The determination of the gross
replacernent cost follows guidelines issued by the Royal
Institute of Chartered Surveyors. These guidelines
require certain assumpticns, including: a modern
equivalent asset, which the Group considers to be a
network identical in function, scale and connectivity, but
constructed using modern specifications and methods;
and instantanecus build on a green-field site. The
adjustment to DRC reflects management'’s best estimate
of the Network’s congition and capacity. A full valuation
is commissioned every five years at least; in interim
periods, it is updated by adjusting a standard price list of
the Network's components using input indices.

Renewals and enhancements to networked assets

are recognised initially at cost. However, 1o conform to
DRC vatuation assumptions, the difference between
the cost and DRC of renewal and enhancament

works in progress is reflected in the valuation of the
relevant Netwark at each year-end. This typically
results in a downwards revaluation, due to the specific
costing assumptions required for DRC valuations and
the inherent difficulty of adding value to a complex,
integrated live asset; 1.e. it is more expensive to upgrade
infrastructure whilst maintaining a full timetable than

it would to close lines temporanily or build lines from
scratch on a greenfield site. This is recognised in Other
Comprehensive Net Expenditure 1o the extent that a
revaluation surplus is available. This is presentaed as
"Adjustment of renewal and enhancement works in
progress to DRC” n Note 5.
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The Railway Network {including renewal and
enhancement works in progress)

Differences in accounting framework

Network Rail's own financial statements hold the Railway
Network at fair value using an income approach. This
differs significantly from the DRC of the Railway Network
included here. This is considered appropriate for the
following reasons.

Network Rdil uses an income-bascd approach
because it is a regulated entity that prepares financial
staternents under un-adapted IFRS, in accordance
with the Companies Act. Having elected to account

for the Railway Network on a revaluation basis, it must
determine the Network’s fair value on an IFRS 13 basis.
The income approach assesses the discounted future
cash flows that are expected 1o be generated by the
rail network, including an assessment of under and
outperformance against the current 5-yaar regulatory
determination. The RAB is, however, lower than the
replacement cost of the Network. This method of setting
charges has been applied to the Railway Network
since privatisation and is widely used in other regulated
industries. This regulated income comprises track
access payments from Train Operating Companies,
under the network licence, and a grant from the Group.

The Group values infrastructure Assets, including the
Railway Network, using DRC, which is mandated by
the FReM and applied by all government departments
for inclusion in the Whole of Government Accounts. It
reflects the basis on which public services are funded.

Applying a DRC valuation to the Railway Network in
these financial statements 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 netwark. This cost-based
approach therefare measures the significant economic
benefits of the entire network to Great Britain, which
exceed the monetary returns receivable by the holder of
the railway network licence.
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In 2019-20 the averall upwards rovaluation of the
Railway Network of £3.8bn in these accounts is driven

by the following factors. Upwards movements of £7.3bn

are caused by increases in costing rates. Offsetting
downwards revaluation movements are caused by:
write-down of the Core Valleys line from DRC value to

its RAB-based market value upon transfer to the Welsh

Government (£1.9bn); and write down of AUC to its
proxy-DRC value {£1.6bn).

Defining the modern equivalent asset

A modern equivalent asset that is a network identical in

function, scale and connectivity to the actual network
is deemed tc contain the same quantity of track and
termini as the actual network. It is also assumed to
use standardised assets, systems and technoiogies
wherever possibie. Alternative designs are assumed
only where the standard designs are deemed
impossible, following review by a qualified engineer.
These standardised assets, systems and technologies

constitute repeatable components, or “building blocks”,

which are aggregated to form the network. Finally,
the modern ecuivalent naetwork reflects technological
advances only where they represent value for money.
For example, electrification is assumed only wherge
the benefits would exceed the costs under current

economic conditions, In practice, it is assumed only for
lines that are already electrified, or whare electrification

is underway. This is reflected by defining categories
for different technologies and allocating the modem

equivalent network’s components into those categories.

Costing the modern equivalent asset

Costings are taken from a range of sources, involving
estimation. Estimates are adjusted to refiect a risk
allowance consistent with project maturity and

contingencies for costs that vary between projects. The

risk allowance assumes a high initial understanding of

the project scope. In some casos, the cost of a modern
equivalent component may not he mere expensive than

the actuai component.

The sources for costings include: final costs of recent
projects; contractors’ Framawork Rates: Project Cost
plans; first-principie estimation technigues: and actual
costs from other UK contracts. Indirect construction
costs ceme from appropriate benchmarking studies;
ORR has reviewed and endorsed the principles and
ranges. Costs have been benchmarked against actual
costs of recent projects where possibie; however,

this is less feasible for components that are routinely
maintained rather than fully replaced. In 2018-19,

the cost data inputs used in the DRC valuation were
comprehensively reviewed by professional experts
and will form the baseline cost data until the next full
valuation exercise.
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Land compensation

The land valuation includes an assessment of land
purchase compensation costs. As Network Rail rarely
purchases large parcels of land, this estimate of -65%
reflects the experience of Highways England.

Greenfield assumption

Comparative costs for constructions on greenfield sites
may be difficult to find, so it is sometimes necessary to
start with a comparative cost for construction in a live
operational environment, which 1s more expensive, and
reduce it to a greenfield cost by an estimate of 32%.

Cost risk factor

After aliowing for known costs in constructing assets
there remain unknown and localised costs that are
captured using a risk factor of 22.7%. This assumption
is subject to a sensitivity analysis based on the range of
potential agjustments.

Sensitivity to estimation uncertainty

These accounting estimates are subject to material
estimation uncertainty. The following boundaries are
used in the Sensitivity Analysis in Note 5.1 to indicate
the potential impact of the given level of uncertainty:

Accounting Boundary
estimate (+/4)

Land 10% Maximum and minimum

compensation compensation adjustments

adjustment of -75% and -55%

(normally

-65%)

Greenfield 10% Maximum and minimum

assumption adjustments of -42% and

adjustment -22%

(normally

-32%

Cost risk 10% Maximurm and minimum

factor, currently risk factors of +32.7% and
+12.7%

+22.7%

The Strategic Road Network {including renewal
and enhancement works in progress)

Defining the modern equivalent asset

Judgerent is required to adjust the gross replacement
cost of a modern equivalent road network that includes
some use of “smart” technologies, to DRC. This is done
by categorisation: the road pavement's compaosition

is a standardised design; a “smart” motorway is
categorised as a standard pavement, supplemented by
traffic management systems, which are categorised as
separate components.
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Costing the modern equivalent asset

The Group considers that the best costing approach
for the modern equivaient asset is to use rates derived
from actual construction costs, for schemes completed
recently. At each full revaluation, costing rates are
derived for specific asset types, for example, bridges

classified by width and length according to their function.

Using this data requires judgements on its relevance
and contemporaneity, considering the type of scheme;
its location, and the amniint of time subsequently
elapsed. if there is ho recent data for a specific road
type, it is produced by extrapolating data for other road
types, based on known costing relationships. For non-
standard structures, actual cost data is updated using
professional judgement.

Full and interim valuations

During the year, a quinquennial review of the valuation
of pavements and lands was performed. This resulted in
an improved valuation methodology as well as updated
costing rates. Several construction-related indices are
applied to the costing rates for various elements of

the SRN, both in full revaluation exercises 1o update
actual scheme information to current cost and in interim
valuations to revaiue overall SRN components. The
Group chooses the indices which, in its view, are most
relevant to the components’ replacement costs and

to the extrapolation of data to produce an estimated
standard cost valuation. One significant output of the
review was the use of the Highways England Capital
Enhancement Cost Index (HECY) which replaced the
Road Construction Resource Cost index (ROCOS}.
HECI will be produced biannually by RICS and more
accurately reflects the costs experienced by Highways
England. Further quinguennial reviews of other elements
of the SRN, including structures and technology, will
take place in future years.

Between revaluations, values are adjusted using regional
land and building indices calculated by engineering
consultants on behalf of Highways Engiand, using the
Roval Agricuftural University rura) land indices (previously
the RICS Rural Land Market Survey) and the Land
Registry Office House Price Survey urban land indices.

The adoption of HEC! to replace ROCOS, and of the
Royal Agriculfural University rural land indices to replace
the RICS Rural Land Market Survey are regarded as
changes in accounting estimates and are therefore
reflected prospectively in thesea financial statements.

In 2019-20 the overall upwards revaluation of the
Strategic Road Network of £3.5bn is driven by the
following factors. Upwards movements are caused

by: the quinguennial review of pavements and iands
{£9.9bn); and movement in the ROCOS index (£0.9bn).
Offsetting downwards revaluation movements are
caused by: technical valuation adjustment reflecting
modern specificationt of the central reservation (£3.4bn};
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reductions in the location factors applied to construction
costs (£2.6bn); and write down of AUC 1o proxy-DRC
value {£1.3bn).

Sensitivity to estimation uncertainty

These accounting estimates are subject tc material
estimatian uncertainty. The following boundaries are
used in the sensitivity analysis in Note 5.2 10 indicate the
potential impact of the given level of uncertainty:

Accounting | Boundary
estimate {+/7)

Costing rates  10%

i Comment

Sensitivity of the valuation
to extrapolations is imited
since recent actual costs
are usually availabie for the
most commonly used asset
types. which represent

a large proportion of the
asset value.

10 points The agset valuation is
sensitive to other indices.
but HEC!1s the most
significant.

Infrastructure assets - HS1

The HS1 rail link infrastructure was originally constructed
by HS1 Ltd (then a subsidiary of London and Continental
Railways Limited} under a 99-year Private Finance
Initiative concession. The Secretary of State acquired
tondon and Continental Railways Ltd in June 2008 to
restructure the business and renegotiate the concession.
HS1 Lta was sold to Borealis and the Ontario Teachers’
Pension Plan in November 2010 and continues to
operate the infrastructure, It is classified to the private
sector by the Office for National Statistics.

Under the renegotiated concession, now ending

in 2040, HS1 Ltd maintains the infrastructure and
generates track access charges from domestic and
international Train Operating Companies with no public
subsidy. At the end of the congession, the infrastructure
reverts 10 the Group, with the expectation that a further
congession will then be granted.

The nfrastructure is held to maximisé returns to the
Group, ard s&is valued on an income basis. The gross
book value is the_ sumof: -

» £1,686m for the current concession period, based
on the impaired value-in-use of the asset, reported n
London and Continental Raitways Lirmnited's financial
statements as at 31 Decernber 2009. This value
refiects the net present value of future cash flows up
to 2040. A cerresponding liability was recognised in
deferred income.
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» £1,860m for the infrastructure’s estimated remaining
life (to 2086): reflecting the estimated present value of
proceeds from subsequent concessions, based on
the price paid by Borealis and the Ontario Teachers’
FPension Plan to acquire HS1 Ltd and the concession,
which remains the best estimate of the income the
Group will receive in 2040 and beyond.

This asset has not been revalued, as no subsequent
changes have occurred that would increase the benefits
that the Group can control. For the current concession
period, while HS1 Ltd subsequently reversed part of
the 2009 impairment, this reftected a reduction in the
company's borrowing costs and therefore produces
no benefits to the Group. For the remaining part of the
asset’s life, we consider that it is premature to review
the valuaticn, given the current state of engineering
knowledge about the infrastructure, which is still
refatively new.

The asset is depreciated on a straight-line basis over its
remaining useful economic life, which is judged to be the
length of the original concession ending in 2086.

Assets under Construction (other than carried as
part of a network asset)

Assets under Construction are typically held at cost until
completion. HS2 is held at cost until its future operating
model becomes sufficiently clear to adopt an alternative
basis. Seme components of these costs represent

besl estimates pending the conclusion of commercial
negotiations and the related hakilities are therefore
recognised in the provisions nate initially.

Other assets, including Land and Buildings

Non-networked assets are held either at fair value or
DRC thrcugh regular formal valuation or the apgplication
of indices and estimated asset lives. The approach used
for specific assets depends on their function and value.

If the nat asset value has increased, the gain is
recognised in Other Comprehensive Net Expenditure
and accurmulated in equity in the Revaluation Resarve.

If the net asset value has decreased, the causes of the
decrease are analysed to determine whether it arises
from a clear consumption of economic benefits, which
includes cases of physical damage, or a policy decision
to use the asset for 2 less specialised purpose. The
latter is the central government equivalent of a reduction
in the asset’s value-in-use. Decreases caused by a
clear consumption of economic benefits, or which
reduce the value of the asset below its historic cost, are
treated as impairments and recognised in Net Operating
Expenditure, with the reduction then transferred from
the General Fund 10 the Revaluation Reserve. within
Taxpayers’ Equity. Other decreases are recognised in
Other Comprehensive Net Expenditure.

1.4.4 Depreciation

Assets or definable components with a determinable
useful economic fife are depreciated on a straight-line
basis at rates calculated to write off their value over
their expected useful economic lives. Freehold fand is
not depreciated. Note 5 provides furthar information
on the weighted-average asset lives used to depreciate
components of the major networked assets. The lives of
non-networked assets vary from 60 years or more (for
some freehold structuras), 1o three years (for some T
assets). Where material, lives are reviewed annually to
reflect the latest engineenng trends.

The calculaton of depreciation for the Networked assets
is described below.

The Railway Network: Determining the remaining
lives and condition of asset components

Given the complexity of the Netwark's structures, the
estimated remaining useful economic lives are tygpically
weighted averages. based on management judgements
of the remaining fives for detallec categorisations of

the underlying components. They are disclosed in the
tabie below:

Earthworks 99

_é}ructures o 61
Flectrification. plant & sgnals 33
Operatonal property 32
Track TS
Te\ecorrir;sii I 13_ -
land - -

Thig is a critical judgement based on the available data,
including that used for Network Rail's whole-life costing
assessments. Howaver, careful judgement is sometimas
required, especially for components that are rarely
replaced, such as structures and earthworks. Some are
capable of very long lives, however, for this valuation,
lves are capped at 100 years due to inherent uncertainty
beyond that period.

Sensitivity to estimation uncertainty

The condition of asset components is assessed using
a range of methods, including physical inspection

and the use of electronic sensors. However, for some
types of component there is only a limited amount of
data available, thus requiring the use of judgement
and estimation. This causes a degree of estimaticn
uncertainty. The following boundaries are used in the
Sensitivity Analysis in Note 5.1 to indicate the potential
impact of the given ievel of uncertainty:
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1.6.4 Lease expenditure

Expendiiure includes interest, straight-line depreciation,
any asset impairments and any change in variatie lease
payments not inciuded in the measuremant of the fiability
during the period in which the triggering event cccurred.
Lease payments are debited against the liability. Rental
payments for leases of low-value items or for those
shorter than twelve moriths are expensed.

1.6.5 The Group as lessor

Where the Group acts as lessor, it assesses whether
those leases are finance or operating leases. For finance
leases, it derecognises the asset and recogrises a
receivable. Interest is accrued throughout the financial
year and s recegnised in income. For operating leases.,
rental income is recognised on a systematic basis,
usually straight-line, over the lease term.

1.6.6 Transitional arrangements

The Group has made the following determinatons:

» To adopt IFRS 16 retrospectively, without restatement
of comparative balances. Consequently, the
Statement of Comprehensive Net Expenditure and
the Statement of Financial Position for 2018-19 reflect
the requirerments of 1AS 17;

» Not to reassess the classification of contracts
previously classified as leases or service contracts
under 1AS 17 and IFRIC 4. However, new contracts
have been classified using the IFRS 16 criteria:

» For leases previously treated as operating leases:

» 10 measure the liability at the present value of the
remaining payments. discounted by the incremental
cost of borrowing as at the transition date:

» To measure the asset at an amount equal to the
liability, adwusted for any prepayment or accrual
balances previausly recognised for that lease;

» To exclude leases whose term ends within twelve
months of first adoption;

» To use hindsight in assessing remaining lease terms:

» For leases previously identified as onerous and
provided for, to use the prachcal expedient of
adjusting the right-of-use asset by the amount of
that provision.

» For leases previously treated as finance leases:

» To use the carrying armount of the lease asset and
hatitity measured immediately before first adoption
under IAS 17 as the carrying value of the right-of-
use asset and lease liability as at first adoption.
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» Where the group is an intermediate lessor, 1o re-
asseass the classification of the sub-lease as an
operating or finance lease. Arrangements previously
treated as operating 'eases now found to be finance
leases have been treated as new leases, commencing
at first adogtion.

In addition, the Group has made the following
determination.

» Not to adjust for leases previously treated as
operating leases, where the assel was an investment
property measured using the 1AS 40 fair value model.

1.6.7 Estimates and judgements

For embedded leases, the Group determines the
amounts 1o be recognised as the rnight-of-use asset
and lease liability based con the stand-alone price of
the lease component and the non-lease component
or components. This determination reflects the prices
iy leasea of tho underlying asset, where these are
observable; otherwise, it maximises the use of other
obiservable data, nctuding the fair values of similar
assets, or prices of contracts for similar non-lease
components.

Some contracts cover both a lease of land which the
iessee controls ana rights of access through adiacent
land which the lessee does not control. In more remote
locations. where stand-alone prices are not readily
observable, the Group has elecied to take the practical
expedient of freating the entire contract as a lease.

The FReM requires that right-of-use asset held under
“peppercam” leases should be measured at existing use
value. These leases include historic, long-term leases

as well as more recent arrangaments. To identify such
leases, the Group has distinguished consideration that 1s
nominal from consideration that is fow, but proportionate
to the asset's value {for example, the lease of a small
area of land with few alternative uses). This distinction
reflects. so far as possible, recent, observable market
arrangements for comparable assets (for examole,
current rentals); otherwise, based on the Group's own
arrangements.

Where an existing use value 1s required, it is calculated
ta reflect the term of the arrangement: for example,
the existing use value of assets under long-term leases
will reflect purchase price. while the value of assets
under shorier-term Jeases will reflect the present value
of market rentals for comparable assets. where data s
available.

1.68 Accounting for leases under |1AS 17 {2018-19)

Arrangéements canveying the right to use an asset
are treated as leases. regardiess of their legal form.
Leassgs are classified as finance leases if the risks and
rewards of ownership are transferred to the lesses.
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exercise and any termination options that the Group is
reasonably certain not to exercise).

1.6.2 Imbial recognition

At the commencement of a lease {or the IFRS 18
transition date, i later), the Group recognises a right-of-
use asset and & lease liability.

The lease liabiitty is measured at the payments fer

the remaining lease term (as defined above), net of
irrecoverable valug added tax, discounted either by

the rate implicit in the lease. or. where this cannot be
determined, the Group's iIncremental cost of borrowing.
The payments includged in the liability are those that are
fixed or in-substance fixed. excluding changes arising,
for example, from future rent reviews or changes in an
index. For most Group members, the incremental cost
of borrowing is the rate advised by HM Treasury which is
set on a calendar year basis (1.99% for 2019 and 1.27%
for 2020); however, Network Rail undertake axternal
borrowing independently of the Exchequer and their
incremental cost of borrowing is calculated to refiect this
(2019-20: 2.245%). The lease liability is presented within
the Borrowings note to the accounts.

The right-of-use asset 1 measured at the valug of the
habiiity, adjusted for: any payments made or amounts

accrued before the commencement date; lease
incentives received; incremental costs of obtaining
the lease; and any disposatl costs at the end of the
lease. However, where the lease requires nominal
consideration {a type of arrangement often described
as a "peppercorn” lease), the asset is measured at its
existing use value.

1.6.3 Subsequent measurement

The assetl is sulbsequently measured using the fair valug
maodel. The Group considers that the cost model is a
reasonable proxy for the fair value model for leases of
items other than land and property, and for leases of

land and property with regular rent reviews. For other
leases, the asset is carried at a revalued amount. in these
financial statements, right-cf-use assets held under index-
linked leases have been adjusted for changes in the
relevant index. while assets held under peppercorn or nil
consideration have been valued using market prices or
rentals for equivalent land and properties.

The lability is adjusted for the accrual of interest,
repayrments, reassessments and modifications.
Reassessments and modifications are measured by
re-discounting the revised cash flows; the impact is
reflected in the liability and either in the asset valuation or
expenditure as follows:

Reassessment

The Group becomas or ceases to be reasonably Revised Asset”

certain 1o exercise an extension or termination

option, dug to a significant event or change In

crreumstances

The non-cancellable period changes Revised Asset”

The amount payable under a residual valug Originai Asset”

guarantee changes

There is @ movement in an index or rate that Ornginai Asset”

will alter the cash r floating-rat ,

flows texcept for floating-rate (with an adjustment to any revaluation surplus where

arrangements) .
a change in the hability has already been reflected in
the value of the assst)

There is a change in the variable lease paymerts. Originat Expenditure

that was not Included in the measurement of the

lease payments during the period in which the

triggering event otcurred

Modification

Other leased assets are included, priced on a New Asset

standalone basis ) ‘ ‘
{this is presented as the creation of new right-ci-use
assets and lease liabitities, discounted by a new rate)

The scope 1s decreased Revised Asset and Expenditure
{the asset is remeasured proportionate to the
recduction in scope; any difference between the
change in the value of the asset and liability 1s
recognised as a gain or [0ss)

The lease term is Increased Revised Asset”

The consideration is changed Ravised Asset’

* Where the amount of a reduction 1o the assel exceeds the carrying value of the asset. the excess amount is recognised in expenditure
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164 Lease expenditure

Expenditure includes interest, straight-line depreciation,
any asset impairments and any change in variable lease
payments not inciuded in the measurement of the liability
during the period in which the triggering event occurred.
Lease payments are debited against the liability. Rental
payments for leases of low-value items or for those
shorter than twelve months are expensed.

1.6.5 The Group as lessor

Where the Group acts as lessor, it assesses whether
those leases are finance or operating leases. For finance
leases, it derecognises the asset and recognises a
receivable, Interest is accrued throughout the financial
year and is recognised in income. For operating leases,
rental income is recognised on a systematic basis.
usually straight-iine, over the lease term.

1.6.6 Transitional arrangements

The Group has made the following determinations:

» To adopt IFRS 16 retrospectively, without restatement
of comparative balances. Consequently, the
Statermnent of Comprehensive Net Expenditure and
the Statement of Financial Position for 2018-19 reflect
the requirements of 1AS 17:

» Not to reassess the classification of contracts
previously classified as leases or service contracts
under I1AS 17 and IFRIC 4. However, new contracts
have been classified using the IFRS 16 criteria;

» For leases previously treated as operating leases:

» To measure the liabifity at the present vaiue of the
remaining payments, discounted by the incremental
cost of borrowing as at the transition date;

» To measure the asset at an amount equal to the
liability, adjusted for any prepayment or accrual
balances previously recognised for that lease;

» To exclude leases whose term ends within twelve
months of first adoption;

*» To use hindsight in assessing remaning lease terms;

» Forieases previously identified as onerous and
provided for, to use the practical expedient of
adjusting the right-of-use asset by the amount of
that provision.

» For leases previously treated as finance leases:

» Touse the carrying amount of the lease asset and
liability measured immediately before first adoption
under IAS 17 as the carrying value of the right-cf-
use asset and lease liability as at first adoption.

3_Financial_Statements_2020.1indd 214

» \Where the group is an intermediate iessor, to re-
assess the classification of the sub-lease as an
operating or finance lease. Arrangements previousily
treated as operating leases now found to be finance
leases have been treated as new leases, commencing
at first adoption.

in addition, the Group has made the following
determination:

» Not to adjust for laases previously treated as
operating leases, where the asset was an investment
property measured using the IAS 40 fair value model.

1.6.7 Estimates and judgements

For embedded leasas, the Group determines the
amounts to be recognised as the right-of-use asset
and lease liability based on the stand-alone price of
the lease compenent and the non-lease compenent
or components. This determination refiects the prices
for isases of the underlying asset, where these are
observabile, otherwise, it maximises the use of other
observable data, including the fair values of similar
assets, ar prices of contracts for similar non-lease
components.

Some contracts cover both a lease of land which the
lessee controls and rights of access through adjacent
land which the lessee does not control. In more remote
locations, where stand-alone prices are not readity
obiservable, the Group has elected to take the practical
expedient of treating the entire contract as a lease.

The FReM requires that right-of-use asset held under
“peppercorn” leases should be measured at existing use
value. These leases include histeric, iong-term leases

as well as more recent arrangerments. To identify such
leases, the Group has distinguished consideration that is
nominal from consideration that is low, but propertionate
to the asset's value (for example. the lease of a small
area of land with few alternative uses). This distinction
reflects, sc far as possible, recent, observable market
arrangements for comparable assets (for example.
current rentals): otherwise, based on the Group's own
arrangements.

Where an existing use value 1s required, It is calculatec
to reflect the term of the arrangement: for example,

the existing use value of assets under long-term leases
will reflect purchase price, while the value of assets
under sharter-tarm leases will reflect the present value
of market rentals for comparable assets, where data is
available.

1.6.8 Accounting for leases under |1AS 17 (2018-19)

Arrangements conveying the right to use an asset

are treated as leases, regardless of their legal form.
Leases are classified as finance leases if the risks and
rewards of ownership are transferred to the lessee.
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Finance leases are capitalised at the commencement

of the lease term at the lower of the fair value of the
leased item or the present value of the minimum lease
payments. Finance charges are allocated between
pericds to achieve a constant rate of interest on the
remaining liability balance and are charged directly
against operating expenditure. Capitalised leased assets
are depreciated aver the shorter of the estimated useful
ife of the asset or the lease term.

Other leases are classified as operating leases.
Operating lease payments are recognised as an expense
in Net Operating Expenditure on a straight-line basis
over the lease term.

1.7

The Group has other contracts under which private-
sector entities develop, finance, operate and maintain
an infrastructure used to deliver services to the public,
directly or ndirectly. The accounting treatment is
determined by the extent of control that the Group
has over the infrastructure, and the basis on which the
private-sector Operator recovers its investment.

Service concessions

If the Group controls or regulates the service (including
the price of that sarvice) and controls any significant
residual interest in the infrastructure, IFRIC 12 Service
Concession Arrangements applies. The Group
recognises the infrastructure as an asset, with 2
rmatching liability. The asset is accounted for as property
plant and equipment. The treatment of the liability is
determined by the basis on which the private sector
operator recovers its investment, either as a right to
receive consideration from the Group or, less commonly.
as a right to charge the public.

» Where the opérator has a right to receive
consideration trom the Group {usually as unitary
charges) the Group recognises a financial liability.
Interest on the liabllity and expenditure on services
provided undér the concession are recognised in
Net Operating Expenditure as they accrue. Unitary
charges are apportioned between three elements:
payments for services; payments of interest on the
liability; and repayments of the initial liability.

» Where the opérator has a right to charge the public,
(for examgpte, the HS1 concession) the Group
recognises a deferred income balance, which is
amortised to Net Operating Expenditure over the
concession term.

The Group does not contral or regulate the M6 Toll
Motorway, therefore this concession is cutside the scope
of IFRIC 12. However, the Group controls a significant
residual interest in it. The Group did not recognise

the infrastructure as an asset from the concession's
inception, but recognises the expected fair value of the
residual interest that reverts to the Group at the end

of the concession for no consideration iIncrementaily

through Other Comprehensive Net Expenditure over
the concession term, as an increase in the value of
the Strategic Road Network in Note 5. This ensures
the proper allocation of payments between the cost
of services under the contract and acquisition of the
residual interest.

1.7.1 Estimating the allocation of cash
payments for service concessions

The contractual payments must be apportioned
between capital, interest and (for most service
concessions) services provided by the operator. If the
contract or other information provided by the operator
does not delineate the apportionment, by setting out
the interest rate and the value of the asset and services,
the apportionment is estimated, making full use of the
information that the cperator provides, supplemented
with inputs including determinations of the fair values of
the asset and any services, using the Treasury discount
rate for investment appraisal purposes.

1.8

The most significant inventory type is land anc
properties. This comprises assets acguired for

the construction of infrastructure, typically under
discretionary schemes, but which are not reflected in the
asset under construction, because either:

inventories

bt
&
&
£
£
]
o
w
B
5]
c
3
£
il

» They are not reguired for construction (because they
fall outside the boundary of an infrastructure route): or

» the Group cannot prateed with construction, pending
further progress of the legislation. for example. HS2
Phase 2B Statutory Biight.

The most significant valuation bases by value are as
follows:

» Land and properties which fali cuiside the boundary
of the infrastructure route are valued at the lower
of cost and net realisable value, and are classified
as inventory because the intention is that they will
ultimately be sold.

» Land and properties that may fall within the toundary
of an infrastructure route but are recognised as
inventory pending further progress of the legislation
are also held at the lower of cost and net realisable
value, but this is determined on the assumption that
they will be re-sold in their current form and condition.

» Long-term inventories of special structures (such
as tunnels and bridges) are valued at estimated
replacement cost.

» The carrying value of excess or cbsolete inventory

holdings is reduced to the estimated net realisable
vatue.
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1.8.1 Critical judgements

The Group considers that, where its ability to carry out
construction of an infrastructure depends on further
progress of legislation, it should not recognise an
asset under construction until the Second Reading
has successfully completed. in the meantime, the
Group classifies land and properties already acquired
as inventory because, if the legislation did not receive
Raval Assent, they would be sola. As their net reaiisable
value is determined on the assumption that they would
be sold in their current form and condition, their net
realisable value is usually no lower than cost.

1.8.2 Use of estimation in the measurement of
land inventories

LLand inventories comprise individual properties held over
a dispersed area Their net realisable value is determined
by professional valuation, being a desk-top review
supplemented by a full revaluation of a roling 20%
sampie.

1.9 Investment properties and Assets
Held for Sale

Properties are classified as investment properties

where they are held for capital appreciation, or to earn
rentals, or both, They are held at fair value, with changes
recognised in Net Operating Expenditure.

Non-current assets are reclassified as held for sale when
they are available for immediate sale in their present
condition and are being actively marketed for sale. They
are held at the lower of their carrying amount at the point
of transfer and fair value less material selling costs and
are not depreciated.

1.9.1 Valuation of investment properties and
assets held for sale

The market values of the Group's investment properties
at 31 March 2020 are determined from a valuation
performed as at that date with Jones Lang LaSalle. Their
fair value is deemed to be the market value.

The valuation, which conforms to International Valuation
Standards, was performed by splitting the portfolio
between one-off individual properties, which are valued
separately (11 properties, representing 46% of the total
value; 2019: 8 properties, representing 36% of the total
value) and the remainder, which are valued under the
Beacon method, a process that stratifies them by type
and location, and applies appropriate vields to the rental
incomes specified by existing leases {assumed to reflect
market rents).

These assets are derecognised at the point of disposal,
when the recipient obtains control of the asset. If the
transaction reflects a sale and leaseback, the asget is
transferred from assets held for sale back to its previous
category.
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1.10 Investments in associates and joint
arrangements

Where the Group has significant influence or joint contro
over an investee which is classified to the private sector,
the investee is accounted for as an associate or a joint
arrangement using equity accounting.

The Group recognises its share of the investee's profits
and other comprehensive income in its Statement of
Comprehensive Net Expenditure. The investment is
recognised inftially at cost, then adjusted for the Group’s
share of the profits or losses and other comprehensive
income, and any distributions received.

1.11 Loans, and current and non-
current receivables

Loans, trade receivables and accrued income are
covered by the financial instruments standard IFRS 9.

Loans {Note 11) and receivables (Note 17) are
recognised initially at fair value, plus transaction costs.
Fair value is usually the contractual value.

Thersafter, these assets are held at amortised cost
where the Group's business model is to hold them

to collect the cash flows and where the cash flows

are solely payments of principal and interest on the
outstanding principal. Measurement at amcrtised cost is
achieved by discounting the contractual cash flows by
the effactive interest rate. This is the rate that, at the start
of the arrangerment, discounts contractuai cash flows
back to the initial fair value. ssue costs are typicaily
amortised cn a straight-line basis, which is materially
consistent with an amortised cost measurement.

They are derecognised when the rights to the cash
flows expire: when the assets (together with control over
those assels and the risks and rewards of ownership)
have been transferred; or when the assets have been
written off because there is no reascnable expectation
of recovering them. A significant modification 1o the
terms and conditions of a receivable may necessitate
the derecegnition of one asset and, patentially, the
recognition of a new financial asset. During 2018-19.
the Department derecognised a material receivable
balance. the Financial Indemnity fee due from Network
Rail. following a policy decision to remcve the fee. This is
described in more detail in Note 17.

No credit loss allowances are recognised for
arrangements with other central government
departments (including their executive agencies).

the Government's Exchequer Funds and the Bank

of England. The Group considers that credit loss
allowances for loans between Group members are
immatenal, because the core Department is ultimately
responsible for funding all other Group members and
would therefore prevent credit losses from arising in
practice. For other arrangements, credit loss allowances
are recognised where material.
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Credit loss allowances for trade receivables and similar
arrangements are measured at the lifetime expected
credit loss. Those for formai loans are measured at

the twelve-month expected credit loss. The Group
considers that none of its loans have either experienced
a significant increase in credit risk since origination or are
credit-impaired in 2012-20 (2018-18: nil).

1.12

The Group’s equity investments in non-consolidated
nvestees, other than those classified as associates, are
financial iInstruments within the scope of IFRS 9. All are
classified as equity instruments heid at fair value through
other comprehensive net expenditure.

Investments in equities

Thay are recognised initially at fair value plus any
transaction costs. The transaction price is regarded as
indicating the fair value at the point of recognition.

Thereafter, equity investments are held at fair value, as
the cash flows are not solely payments of principal and
interest. For all eguity investments, the Group has made
an irrevocable election to recognise changes in fair
value through other comprehensive income. investees
nclude LCR Ltd. Network Rait Insurance Ltd. London
North Eastern Railway Ltd (LNER), and investments

in deadiocked joint ventures. These instruments are
measured at fair value using the fair value hierarchy set
out in Note 1.2. Gains and losses are not reclassified
from Other Comprehensive Net Expenditure to
Operating income or Expenditure. On digposal, any
cumulative balance is transferred to the General Fund as
a transfer between reserves. This is further described in
Note 12.3.

In valuing instruments for which there is no active
market, the Group uses estimation techniques which
reflect, so far as practicable, those that would be

used by market participants, making maximum use

of observable inputs. The investees operate in many
sectors, therefore a range of techniques are used. They
are described more fully in Note 12, accompanied by
sensitivity disclogures. The use of accounting estimates
gives rise to estimation uncertainty. While a change in
the assumptions could affect the value recognised, the
impact is considered immaterial.

The Group derecognises these assets when its rights
o receive cash flows expire or have been transferred,
provided that the transaction also transfers substantially
all the risks and rewards of ownership and control of
asset.

1.13 Public Dividend Capital

Public Dividend Capital is a form of redeemable
investment in public-sector bodies, such as trading
funds, which yields dividends based on the investee’s
financial performance.

As it is found only in central government, the FReM
interprets the financial instrument standards, and
requires that it should be recognised at historical cost,
less any subsequent impairment. It is derecognised on
redemption,

1.14  Derivatives and other financial
instruments held at fair value through
profit or loss (net operating expenditure)

The Group’s financial instruments held at fair value
through profit or loss mostly comprise:

» financial instruments that are reguired to be held
at fair value through profit or loss because they
are classified as held for trading (predeminantly
derivatives not designated and effective as hedging
instruments under IFRS ). or

» financial instruments designated to be held on
this basis to prevent an accounting mismatch
for example, bond fiabilities that share a risk with
derivatives held, that gives rise tc changes in fair value
that tend to offset each other).

These instruments are initially recognised at fair
value. The transaction amount is deemed to be the
best evidence of fair value at initial recognition. Any
transaction costs are expensed.

They are re-stated to fair value at the end of each
reporting period. The change is typicalty recognised

in Net Operating Expenditure, except for derivatives
used in a hedge of cash flows, covered in Note 1.16.
Where they are not actively traded, valuations are
estimated. Estimates for derivatives and borrowings
are constructed from predicted cash flows, reflecting
forecast interest rates, exchange rates or inflation rates.
This entails some sensitivity to estimation uncertainty.
The Group considers that its exposure to exchange
rates is fully hedged and so does not include a sensitivity
analysis for this risk. However, Note 30.3 includes a
sensitivity analysis of the impact of changes in interest
rates and inflation rates of 1%, which is considered to
be reasonably possibie.

Financial instruments held at fair value through profit

or loss are derecognised when all rights to cash flows
expire {for assets}; or when all obligations are settled (for
liabilities); or when control or the risks and rewards of
ownership are transferred.

1.15 Borrowings

The Group has long-term borrowings in the forms

of bonds and notes, mainly issued by Network Rail
Infrastructure Finance plc, which is part of the Network
Rail group, but also by LCR Finance ple and CTRL
Section 1 Finance plc. Network Rail is predominantly
debt-financed. Prior to its reclassification to the central
government sector, and therefore before it became a
member of the Group, it raised debt finance by issuing
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bonds under the Debt Issuance Programme. All three
Group members have ceased external borrowing. Some
of these instruments are held at fair value to prevent an
accounting mismatch, and their accounting treatment is
set out in Note 1.14,

These financial liabilities are recognised initially at fair
value, plus transaction costs. The transaction amount is
deemed to be indicative of fair value at the transaction
date. Thereafter, any that are not held at fair value are
held at amortised cost. Issue costs may be amortised on
a straight-lne basis, where this does not differ materially
from the effective interest method. Finance costs are
disclosed in Note 3.7 as cash interest, for index-linked
debt, accretion on the outstanding principal is disclosed
as a non-cash cost.

Borrowings are derecognised when all obligations have
been satisfied.

1.16 Hedge accounting

The Group’s hedging arrangements originate from
Network Rail, whose legacy borrowings expose it to
financial risks, such as interest rate risk and foreign
exchange risk. To manage those risks and to comply
with its capital management target set by ORR and
applicable to the end of Control Peried 5 on 31 March
2019, Network Rall purchased derivatives to cover debt
to be raised during Control Period 5. Network Rail's
pre-existing portfolic of derivatives to hedge borrowings
is being allowed to unwind. However, it may continue
to purchase derivatives to manage the risks on other
transaction types, mostly purchases of equipment

in foreign currencies, with a lower level of materiality.

A more comprehensive analysis of Network Rail's
performance against its capital management target is
presented in its own financial statements.

Some of these arrangements qualify for hedge
accounting in Network Rail's financial statements.
However, hedge accounting cannot be applied in

these statements to derivatives hedging loans from the
Department, as the hedged items are eliminated on
consofidation, s¢ these derivatives are held at fair value
through profit or loss. Therefore, at a Group level, heage
accounting primarily covers Network Rail's external debt.

Under IFRS 9, an arrangement gualifies for hedge
accounting if, at inception, the Group formally
designates and documents the hedging relationship,
which includes: the risk management objective and
strategy for undertaking the hedge; identification of the
hedging instrument; the hedged item; the nature of the
risk being hedged and how the hedge’s effectiveness
will be assessed. To continue to qualify for hedge
accounting, the hedge must remain highly effective

in offsetting changes in fair value or cash flows of the
hedged tem. There are two types of hedge accodnting:
fair value hedges and cash flow hedges. Their
accounting treatment is described as follows.
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If a hedging arrangement is not highly effective, it does
not qualify for hedge accounting. If the item attributable
to the hedged risk is a financial instrument, such as a
bond liability, the Group may designate that financial
instrument as held at fair value through profit and

loss, where this treatment will provide more relevant
information. Both the derivative and the financial
instrument will be fair-valued potentially achieving a
degree of offsetting.

Disclosures of financial risks and how they are managed
are presented in Note 30, with fair value disclosures
provided in Note 31.

1.16.1  Fair value hedges

Under a fair value hedge, both the hedging instrument
(the gerivative) and the hedged item are held at fair
vajue. The change in the fair vaiue of both the hedging
instrument and the hedged ftem attributabie to the
hedged risk are recognised as gains or losses in Net
Expenditure.

1.16.2 Cash flow hedges

Under a cash fiow hedge, the hedging instrument
(derivative) is held at fair value. The change in its fair
value is compared with the change in the fair value of the
hedged item and the effective part is recognised in Other
Comprehensive Net Expenditure, Any ineffective part is
recognised immediately in Net Operating Expenditure.
The matenal hedged events for Network Rail have

now occurred and there will be no new debt hedging
programme. The cumulative gain or loss on the hedging
instrument that was recognised directly in equity is
reclassified to Net Expenditure over the period in which
the hedged transaction affects Net Expenditure.

Cash flow hedge accounting ceases when the hedging
instrument expires, is sold, terminated, exercised or

no longer meets the criteria for hedge accounting. The
accounting treatment depends on whether the hedging
instrument ceases to meet the criteria or the forecast
transaction is no longer expected to occur:

» Where the hedging instrument no longer mests the
criteria for hedge accounting, the cumulative gain or
loss on the hedging instrument that was recognised
directly in equity when the hedge was effective is
retained in equity untii the forecast transaction occurs:

*» Where cash flow hedge accounting is discontinued
because the forecast transaction is no longer
expected 1o ocour. the cumulative gain or loss on the
hedging instrument that was recognised directly in
equity when the hedge was effective is reclassified
immediately to Net Expenditure.
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1.17

Financial guarantee contracts

Financial guarantee contracts require the issuer to
make specified payments to reimburse the holder for a
loss incurred because a specified debtor fails to make
payment when due according to the terms of a debt
instrument. They are recogrised initially at fair value.
The Department’s only material financial guarantee
contract is the Financial indemnity Mechanism (FIM),
which covers instruments issued under Network Rail's
Debt Issuance Programme. Netwerk Rail was reguired
to pay a fee for the benefit conferred by the guarantes;
this was used to measure the Department's liability. On
25 March 2019, the Secretary of State determined that
Network Rall should no longer be reguired to pay this
fee, as It would be funded from grants provided by the
core Departrment, representing a circular flow of funds.
This resulted in an impairment of the receivable during
2018-18 (disclosed further in Note 17).

Financial guarantees are subsequently measured at

the higher of the initial amount, less any subseguent
amortisation where appropriate, or of the credit loss
allowance. As the FIM covers debt issued by a Group
member, the Department considers that the value of the
credit loss allowance for this guarantee is nil, because
the Department would provide funding to avoid a call.

The core Department determines the fair value of this
financial guarantee, shown in Note 21, as the estimated
value of the reduction in Network Rail's borrowing costs
achieved by the FIM. This estimation was pregared

by independent experts (Cambndge Economic Pclicy
Associates) for the ORR's Periodic Review 2013
icovering Control Period 5); the ORR confirmed in
Periodic Review 2018 that this remaing valid for Control
Period B. The liability is amortised to income, to reflect
the Department’s reducing exposure under the FIM, as
the outstanding debt reduces.

1.18

These are financial liabilities other than those classified
as held at fair value through prefit or loss (Net Operating
Expenditure) and financial guarantee contracts, mostly
comprising trade payables anc accruals.

Other payables

They are recognised initially at fair vaiue, typically the
transaction price. Thereafter, where the time value of
maoney is material, they are held at amortised cost. They
are derecognised when all obligations are settled.

1.19

Cash and cash equivalents comprise: bank balances
held, commercial paper and money market deposit
investments at varying rates. Their carrying amount
approximates to their fair value.

Cash and cash equivalents
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1.20 Pensions and other employee
benefits
1.20.1  Defined henefit plans provided by the

Principal Civil Service Pension Scheme

Past and present employees of the core Department
and its agencigs are generally members of the Principal
Civit Service Pension Scheme (PCSPS), which is an
unfunded multi-employer defined benefit scheme. It is
treated as a defined contribution arrangement because
there is nsufficient information to identify the Group’s
share of the scheme liakilities and costs.

The core Department and its agencies recognise
the contributions pavable to the PCSPS, which are
expensed as incurred. The PCSPS pays pansion
benefits and accounts for the liability.

Ministerial pension benefits are provided by the
Parliamentary Contributory Pension Fund.

The People and Remuneration Report in the
Accountability section provides further details for both
schemes.
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1.20.2 Other defined benefit plans

Past and present emplovees of other consolidated
entities may be members of defined benefit
arrangements. As shown in Note 25, there are currently
8 such arrangements. all of which are provided through
funded schemes that are legally separate from the
Group. On retirement, members' pensions are paid from
thase funds. The Group makes cash contributions to the
funds in advance of members’ retirement.

Every three years, each scheme is subject 10 a full
actuanal funding valuation using the projected unit
method based on assumptions agreed between

the employer and the actuary to be appropriate for
this purpose. Separate valuations are prepared for
accounting purpcses on an 1AS 19 basis as at the
balance sheet date. under which the liabilities are
measured using the projected unit method basad on
neutral assumptions and the assets at fair value, using
current market bid vaiues. The projected unit credit
method estimates the uitimate cost of the pension
benefit that employees have earned in the current and
prior years. This requires: the determination of how
much pension benefit is attriputable to the current year
and to prior years; the estimation (making actuarial
assumptions) of demograghic variables (such as
mortality) and financial variables {including changes in
earnings and inflation] that will affect the cost of the
pension benefit. The obligations are discounted at

the currant yigld on a high-quality corporate tond of
equivalent term and currency to the defined benefit
obligation. Thé assumptions that have a material impact
on this valuation are:

|
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» price iInflation (for pensicns linked to RPI or CPI);

» discount rates (selected to match the expected
duration of the liabilities and therefore influenced by
mortality assumptions),

» mortality assumptions {which affect the total amount
and timing of pension payments); and

» carninga assumptione (roflocting the linkage 1o final Ar
average salares).

The scheme actuaries advise the reasonable bounds
for uncertainty; those for the most significant schemes
are presented in Note 25, with a sensitivity analysis.
The assumptions vary between the schemes, to reflect
differences betwaen the benefits offered (some are
linked to CPI; others to RPI) and between the ages and
life-expectancies of scheme members.

The difference between the value of the pension scheme
assets and pension scheme liakilities represents

either a surpius or a deficit. A pension scheme surplus
is recognised as an asset to the extent that it is
recoverable, and a pensicn scheme defict is recognised
in full as a liability,

Changes in the surplus or deficit are categorised
between: () service cost (including current service cost,
past service cost, and gains and losses on curtailments
and settlements); (b) net interest expense or income and
{¢) re-measurement.

The Group presents the first two components in Net
Expenditure. Past service costs (including curtailment
gains and losses) are recognised in the period of a plan
amendment. Net interest is calculated by applying the
discount rate at the beginning of the pericd to the net
hability or asset.

Re-measurements, comprising actuarial gains and
losses and the return on plan assets (excluding interest),
are reflected immediately in the balance shest with a
charge or credit recognised in “Other Comprehensive
Net Expenditure”, which is not reclassified to “Net
Operating Expenditure”.

1.20.3 Early retirement

If employees retire early, ather than on approved medical
ground, the Group 1s required to pay (as termination
henefits) the cost of benefits, beycend the normal PCSPS
pensions. The Group provides for the full cost of benefits
lincluding pensions payable up to the normal retirement
age and lump sums) when it becomes damonstrably
committed to providing them.

1.20.4  Defined contribution plans

Some employees are members of defined contribution
plans, including the Network Rail Defined Centribution

3_Financial_Statements_2020.indd 220

Scheme. These are pest-employment benefit plans
under which the employer pays fixed contributions into
a separate entity and has no further legal or constructive
obligation. Contributions are recognised as an employee
benefit expense in “Net Operating Expenditure” in

the periods during which services are rendered by
employees.

1.21  Provisions and contingent liabilities

The Groug recognises provisions whereg, al the repuorling
date, it has a legal or constructive obligation arising from
a past event and where a reliable estimate of the amount
can be made. If the amount ¢of a present obligation
cannot be estimated reliably, the obligation is disclosed
as a contingent liability,

Descriptions of the significant provision balances

are given in Note 23. These include compensation

for industrial diseases and purchases of land and
property for the High Speed 2 programme. Specilic
recognition points for these are disclosed in Note 23.
Estimates and assumptions made in quantification are
discussed below. Land and properties purchased for
the HS2 project are owned by the Secretary of State;
consequently, liabilities arising from these purchases
are disclosed under the Core & Agencies classification.
HS2 Ltd is a non-departmental public body, so liabilities
arising from its activities are disclosed under the Group
classification.

Some provisions relate to purchase transactions, usually
for property, and are classified as provisions solely
because the timing or amount of cash consideration is
uncertain. The Group reclassifies these provisions as
accruals when the timing and amount of the payment
become materially, rather than absolutely, certain.
Consequently, part of the consideration for a specific
property may be reclassified, ieaving a residual amount
as a provision. The Group considers that the amount
becomes materially certain when its valuation reaches

a high degree of cost maturity. This occurs when the
Group approves an advance payment request, or makes
a time-limited offer.

The Group discloses potential future obligations arising
from past obligating events as contingent liabilities,
where their existence remains uncertain pending the
cutcome of future events cutside of its control. The
Group’s material classes of contingent labifities include
contractual mechanisms to accept risk, typically to
promote investment in railway assets, by delivering rail
infrastructure improvements with multiple stakeholders.
Contingent liabilities whose likelihood is other than
remote are disclosed in Note 24 as required by I1AS
37. Remote contingent liabilities are disclosed in the
Accountability Report to ensure that Parliament remains
aware of all arrangements that may require funding.
These incluge guarantees, indemnities and letters of
comfort reported to Parliament in accordance with
Managing Public Mcney.

|
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1.21.1 Classification of contractual risk-
transferring mechanisms

The Group analyses contracts to identify clauses that
transfer risk and to determine their accounting treatment.
Where a mechanism adjusts the price of future services,
the impact will be recognised in the relevant vear, since
future operating costs in respect of executory contracts
are outside the scope of |1AS 37. However, mechanisms
that have the substance of a guarantee or indemnity, for
example, requiring compensation for the adverse impact
of third-party actions, are within its scope.

1.21.2  Obligations to purchase land and
property: recognition, measurement and
classification

Provisions are recognised at the point when the
Secretary of State cannot withdraw from the obligation.
This point depends on the scheme or process. For
example, obligations arise for compulsory purchases
when General Vesting Declarations are signed and
served; and for statutory blight when the Secretary

of State confirms that the property owner meets the
scheme's eligibility requirements.

Provisions are typically measured at surveyors' estimates
of the land and property values at the point that t is
deemed to have been acguired from the previous
owners. However, provisions for specific agreements

are measured at the minimum value that the Group is
exposed t¢ if the scheme was cancelled. The actual
armounts that will be required tc settle the obligation are
uncertain, as property owners may submit their own
surveyors' estimates, and ultimately proceed to the
Lands Tribunal.

The provision for land and property reflects the most
reasonable estimate of claims for both active and
inactive cases. Active cases are those where a claim
is live or HS2 Ltd has commenced valuation activity
in anticipation of a claim. Inactive cases are all other
potential acquisitions.

For active cases, a detailed out-turn forecast is created,
and for inactive cases, the property cost estimate,
adiusted to reflect market conditions, is used. Claims
for both types of case couid ultimately settle for a
lower or higher value than the provision balance. This
risk is Managed at a portfolio level, and a quantified
cost risk assessment (QCRA) is undertaken at each
baseline. This QCRA ailowance forms part of the HS2
funding envelope and values the contingency required
for Phase 1 property acquisitions. While the provisicn
is valued according to the Group’s best estimate of
the consequences of the obligations existing at the
reporting date, including the outcome of detailed
valuations performed for active cases, this QCRA
value {1G% of the unadjusted property cost estimate,
including irrecoverable VAT, according to the latest
approved baseline) provides an indication of the extent
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of estimation uncertainty affecting both existing and
planned Phase 1 obiligations.

The Group also has obligaticns to the owners of land
under temporary possession. which wil be returned 1o
them. The amount payable includes compensation for
losses and the costs of restoring the land to an agreed
condition.

Sensitivity to estimation of uncertainty of HS2 land
and property provisions

This section provides further detail about the key
estimation factors affecting the valuation of land and
property provisions connected with Compulsory
Purchase powers, which represents the majority of the
HS2 provision included in Note 23.

Under Compulsory Purchase, owners are entitled to
receive market value for their interest. A small number
of properties. such as village halls or schools. will nat
have a market valug, so compensation will be assessed
on 4a re-instatement basis. Other statutory entitlements
may arise, including: compensation for business loss
or damage; relocation costs; professional fees: and
statutery loss. These are estimated using agreed
assumptions which provide a consistency of approach
across high velumes of cases, enabling risk to be
measured and contingencies carried untit knowledge
of individual cases improves. These assumptions are
based on specific legislative requirements; for exampie,
that market value assessment excludes the effect of the
scheme for which the compulsory purchase is made.

There is inherent uncertainty in estimating both the
guantum and timing of compensation claims. The
causes include: the extent to which the Group wil bear
irrecoverable VAT because counterparties 'opted to

tax'; the timing and extent of construction regquirements:
the acquisition method; the underlying land use; and
any proposals for development. Inherent uncertainty

is also higher in cases where a CPO has been issued,
but no claim has been receéived, or the claim received
provides very limited supporting detail: in either situation.
the Group must rely on its own valuation and risk
assessment, unable also to reflect a robust countarparty
position.

The Group assesses risk and bases provisions on its
view of a most likely settlement value, informed by
professional valuations.

For active cases, this is based on detailed valuation work
performed after a CPO on the relevant case, following
the principles above. Key assumptions, including VAT
treatment and development value. reflect the valuers’
advice on a case-by-case basis,

For inactive cases, the Group refies on desktop
valuations prepared to inform the HS2 Property Cost
Estimate (PCE). PCE valuations are prepared, covering
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the entire expected population of acgquisitions for Phase
1, and are regularly updated in line with HS2 business
needs. The valuations assume that the market value for
a property refiects its existing use, unless it is known that
development value is appropriate. HS2 Ltd staff review
the PCE line-by-line to contribute to development-
value assessments and to ensure that appropriate
adiustments are made. The PCE is prepared on an
interest-by-interest basis, enabling values to be used to
meagsure provisions for intorests an which a notice has
been served, but where a claim or detailed vaiuation is
not yet available.

Certain valuation assumptions for inactive cases are
set at a portfolio level, including the proportion of
counterparties who will opt to tax. Based on the rate
of election for VAT observed in the 2018-19 actuals for
commercial cases, the Group estimates that 24.5%

of the inactive cases by vaiue will opt 1o tax (2018-18:
17%,). Additionally, because the PCE for inactive cases
is based on 1Q2015 prices, the Group uplifts thern to
reflact market movements, by applying a blended rate
of indexation to reflect the mix of property prices and
locations.

For temporary possession claims, the amount ultimately
payable reflacts compensation for iosses (including loss
of rertal income ar profits from crop cuitivation) and land
restoration costs, Quantifying compensation for losses
requires estimation ot the revenues and expenditure that
the landowner would otherwise have experienced. The
cost of restoration works depends on the scope of those
works. This is negotiated with landowners. but ullimately
determinad by the Secretary of State.

1.21.3  Legal claims: classification

The classification of legal claims as contingent liabilities
or provisions, their valuation, and presentation as current
or non-current provisions. is based on legal and other
professional advice.

1.21.4 Measurement of incustnal diseases provision

Obligations to compensate former British Rail
employees for industrial diseases contracted during that
employment are valued using a model developed by
independent actuaries. based on the average cost of
settiements over the last 3 yvears and assumptions about
the dissases’ incidence and impact.

1.22

Grants payable are recognised when the underlying
event or activity giving entitlement tc the grant occurs.
Where the grants' conditions require a specified form of
verffication from the recipient, to evidence compliance
with grant terms and conditions, any subsequent
adjustments are recognised in the accounting pericd
when these conditions are fuffilled.

Grants payable

3_Financial_Statements_2020.indd 222

1.23
1234

Taxation
Corporation Tax

Sorme Group members are liable to corporation tax on
their taxabie profits, most significantly, Network Rail.
The tax expense comprises current and deferred tax.
The current tax liability is calculated using tax rates that
have been enacted or substantively enacted by the
reporting date.

Defarred tax is recognised in respect of temporary
differences between the carrying amounts of assels
and tiabilities for financial reporting purposes and the
amounts used for taxation purposes where these
will result in adverse or favourable tax effects on the
realisation of assets or settiement of liabilities.

Deferred tax is calculated using the tax rates expected
to be applied to tempoerary differences when they
reverse, based on the laws that have been enacted or
substantively enacted by the reporting date. Deferred
tax assets are recognised on all deductble temporary
differences to the extent that it is probable that there will
be taxable profits avallable against which the tempcrary
timing differences can be utllised. Deferred tax liabilities
are recognised for ail taxable temporary differences.
The valuation of the Railway Network to DRC is not
considered to represent a taxable temporary difference.
because it does not reflect conditions which are
expected 1o result in taxable amounts when determining
the taxable profits of future years,

Deferred tax is charged or credited in “Operating
Expenditure” except when it relates to items charged

or credited directly to Other Comprehensive Net
Expenditure, when the deferred tax is also recognised in
“Other Comprehensive Net Expenditure”.

1.23.2 Value Added Tax

The VAT rules for central government bodies differ from
those for companies. Government bodies may recover
VAT on specified goods and services only. Irrecoverable
VAT is deemed to be a levy within the scope of IFRIC

21 and is recognised at the point specified in legisiation,
which will typically be the point when the goods or
services are received.

It is presented as follows:

» Where the recognition point specified in legisiation is
the pcint when the goods or services are received, it
is charged to the relevant expenditure category and
accruals balance;

» \Where another standard requires it to be included in
the cost of an asset, such as inventores or property,
plant and equipment, it is recognised on that basis;

.“?}
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» Otherwise, it is presented as separate expenditure line
and accruals balance. This predominantly relates to
VAT on leases within the scope of IFRS 16.

Income and expenditure is otherwise shown net of VAT,

Other types of income and expenditure, including grants
or rait franchising premia and subsidies, are outside the
scope of VAT

1.24 Revenue and expenditure from rail
franchise agreements

1.24.1  Calculation of franchise premia and
subsidies

Passenger rail services are provided on a franchised
basis. Under franchise agreements, train operating
companies {also described as “franchisees”) receive the
right to deliver passenger services on part of the Railway
Network for a periog of time. Franchise agreernents

also require the franchisee to operate services at timas
or under conditions that might not be profitable, but
provide an essential public service. Franchisees collect
revenues, predominantly from passenger ticketing,
which offset their costs.

The Department alsp agrees with the franchisee either a
subsidy that it receives from the Group or a premium it
pays to the Group. This premium or subsidy is the key
output of a financial model used by the Department and
franchise bidders; modal inputs include bidder forecasts
for revenues, costs and the profit margin. At the
culmination of a pracurement, the premium or subsidy
is contractually agreed over the franchise term. Whether
a franchise operates on a net subsidy or net premium
basis usually reflects the region and market conditions in
which the service is provided rather than any differences
in the service that 15 provided.

The amount of premium or subsidy for a financial year is
adjusted 1o reflect the franchisee’s performance during
that year. Franchise agreements include mechanisms
to adjust the premium or subsidy to reflect performance
and agreed events. For example, the subsidy or
premium for a month is adjusted to reflect cancellations
or delays during that month, and cash transactions

are made on a net basis. Rall franchising premia and
subsidies are recognised in the financial statements on
the same pattern. as to the Group considers this best
reflects its performance during the year. This pattern is
consistent with applicable IASB guidance on revenue
recognition, contained in IFRS 15.

At the end of March 2020, the Department and the
train operating companies signed Emergency Measures
Agreements 1o ensure the continued delivery of safe
passenger services in light of the COVID-19 outbreak.
Expenditure for the final month of the year has been
calculated in accordance with these Agreements, and
the accounting treatment is explained in Note 1.24.3.
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1.24.2 Recognition

IFRS 15 establishes a five-step model to account for
revenue arising from contracts with customers and
raquires that revenue be recognised at an amount that
reflects the consideration tc which an entity expects to
ke entitied in exchange for transferring goods or services
to customers.

The Group has exercised judgement, considering all
relevant facts and circurmstances when applying each
step of the model; this has the following implications:

Step 1: ldentify the contract with the customer

Each franchise agreement is deemed to be a single,
legally binding contract. Franchise agreements set

out mutually agreed assumptions about the operating
environment including changes expected during the
franchise, and the methods for addressing differences
between expected and actual changes. The amount of
net premium or net subsidy may need to be recalculated
to reflect the actual operating envircnment from the point
that it diverges from expectations. This is treated as a
termination of the existing contract and the creation of a
new one, because the future service is distinct and the
net premium or subsidy is calculated con a stand-alone
basis. Modifications are assessed on a case-by-case
basis. though given the Group's approach to allocating
the transaction price (see beiow), the differences
between treating modifications as affecting an existing
contract rather than creating a new cne would likely be
negligible.
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Step 2: Identify the performance obligations

A franchise agreement gives the franchisee the right

to deliver services on specified routes for a specified
number of “franchisee years”, which are periods starting
each 1 April and ending each 31 March, regardless of
when the franchise term begins or ends. “Franchisee
years” are therefore co-terminus with financial years.

While the franchisee is awarded the right to operate the
franchise for the entire tarm, it does not immediately
receive full control of that right or the ability to consume
the related benefits. Reliability and consistency of the
service over time is required by passengers and other
stakeholders. and necessitated by the finite capacity of
rolling stock fleets, stations and the workforce. These
factors are not static. and timetables may be altered
during the franchise to better meet passengers' needs,
Therefore, availability over time and preparedness to
adjust services are critical features of franchises.

The Group is responsible for overseeing the rait
sector across the entire franchise term and providing
adeguatety maintained infrastructure to enable
franchisees to run services. As the franchisee’s
performance is assessed over the course of each
“franchisee year”, the Group considers the “franchisee
year” to be a period during which the franchisee
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simultanecusly receives and consumes the service.
Consequently, the Group assesses that the service
for each "franchisee year” is distinct, but they are
substantially the same and have the same pattern of
trangfer.

Step 3: Determine the transaction price

The transaction price comprises the annual franchise
payments or recaipts, adjusted for performance, inflation
and profit-sharing. It is calculated tor each four-week
period, with a catch-up adjustment at the end of each
“franchisee year”. There is no significant financing
component, Some cash flows for each financial year

are linked to future events, such as an index, or to

the franchisge's profits, but not to any material extent.
Revenue recognised in the current year for performance
obligations met in previous years is jmmaterial.

Step 4: Allocate the transaction price o the
performance obligations in the contracts

As the right to operate passenger rail services In a
“franchisee year” is distinct from the rights to operate
themn in earlier or later years, the transaction price

for each “franchisee year™ has been allocated 1o the
performance obligation of operating the services in that
financial vear. Within each “franchisee year”, the right to
operate the services is transferred over time, because
the franchisee simultaneously receives and consumes
it. Progress is measured using a time-based method, to
reflect the way in which the franchisee benefits from the
service.

Step 5: Recognise revenue when (or as} the entity
satisfies a performance obligation

As revenue (and expenditure, for 2 net subsidy
franchise) is recognised over the course of each
“franchisee year”, the amount of expenditure or
income recognised in each financial year does not
differ materially from total payments or receipts during
the year. except where there are ongoing contract
negotiations which require expenditures to be accrued in
one year and paid in a subsequent year. These amounts
are presented as programme expenditure {Suppart for
Passenger Rail Services} and income (Income from Train
Operating Companies) respectively.

Accounting estimates and sources of estimation
uncertainty

Some premia or subsidies are linked to indices including
Gross Domestic Product. These are deemed to be
embedded derivatives; however, the Group doas nat
account for them as separate financial instruments since
they are closely related to the economic risks of the host
contract. and instead recogrises any price adjustment
in hne with the satisfaction of related performance
obligations. Where the indices are unavailable at the
reporting date. the Group assesses the single most
likety outcome. While the ONS has revised some indices
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subsequently, the most recent index remains the best
estimation basis, as these revisicns have not historically
indicated any bias.

Some premia or subsidies are linked to the franchisee’s
orciits, typically when the profits exceed a certain
amount. The exact value cannot be measured until

the franchisees' accounts have been audited. In the
interests of reliable reporting, and having considered the
values involved, the Group reserves adjustment until this
point.

Some franchise agreements ailow for the premium

or subsidy to be adjusted for events outside the
franchisee's control. There may be significant uncertainty
around the existence of the liability and the timing

and amount of any payments, for example, where it is
debatable whether the events mest the criteria, or the
amount of thelr financial impact. In such cases, the
Group makes its best estimate of the outcome, in line
with |AS 37 principles, where the uncertainty is material.

1.24.3 Recognition of expenditure under the Rail
Emergency Measures Agreements

The Rail Emergency Measures Agreements are designed
to reflect the change in operating reguirements to
address the risks arising from COVID-18. They amend
the existing rail franchise agreements, and have been
structured so that there is no overlap between the
Agreements and existing franchise agreements: for
exampie, a train operating company that performs welt
is rewarded either in accordance with the franchise
agreement or with the Emergency Measures Agreement,
but not both. Train operating companies are running
train services in accordance with the existing franchise
agreement where it is prudent to do so, to permit social
distancing. and are providing additional services, such
as more frequent cleaning 1o protect service users.
They also have a duty to conirgl costs. In return, the
Department is covering their net costs and, at the
conciusion of the Agreements, will pay a management
fee, with additional payments or repayments {o enable
the train operating companies to maintain adequate
cash balances until the end of the Agreements. A
performance fee is also being implemented subject to
the quality of service delivered from 1 April onwards.

These financial statements recognise expenditure
consisting of one month's net costs and management
fee. No accrual has been made for the performance fees.
as these do not reflect performance durng 2019-20.

1.25 Recognition of revenues from
other sources

In addition to rail franchising revenues, the Group earns
material revenues from track access income, and fees
and charges from other government departments and
other customers for various types of service.
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IFRS 15 (as interpreted by the FReM) covers revenues
arising from: contracts with customers; legislation and
regulations which enable the Group to obtain revenue
that is not classified as taxation by the ONS; or taxaticn.
fines and penalties that the Group is permitted 1o retain
by statute or Treasury consent. However, it does not
cover dividend and interast income {to which IFRS 2
applies}, the recognition of rental income {IFRS 16 or 1AS
17) or grants receivable frorm other government bodies.

For the Group, the revenues within the scope of IFRS 15
typically relate to the performance of services, including
revenues for access to the railway network, policing
services and access to river crossings.

Franchised network access and freight revenue

is recognised each pericd in the financial year.
Performance obligations are based upon fixed and
variable volumeé access to the raifway during the

refevant year. Performance obligations are satisfied by
providing track access over time in accordance with the
agreement with the train cperating companies. There are
no significant judgments applied tc determine whether
perfermance obligations have been satisfied. The input
method is applied based on time lapsed.

River crossings charges comprise two types: charges
for using the crossing and penalties for non-payment.
The tormer are recegnised when the vehicle uses the
crossing; the latter when the payment deadiine passes,
at which point the penaity notice is raised. The amounts
recognised reflect the probability that the consideration
will be collected. based on experience of non-payment.

Income from the sale of registration marks is recognised
on receipt of payment for fixed price sales and on

the fall of the auctioneer's hammer for auction sales.
Uncompleted sales are provided for after 90 days

and written off after twelve months, when the related
marks become available for resale. Fee income from
the assignment. transfer and retention of cherished
registration marks and for fee-bearing statutory services
is recognised on receipt, when the transaction is
processed.

1.25.1  Accounting estimates and sources of
estimation uncertainty

Track access contracts specify targets for raflway
network availability, and mechanisms for compensating
train operators {franchisees and open access operators)
when those targets are not met. This may result in
variable consideration.

1.26 Operating segments

Note 2 discloses the Group's net expenditure by
operating segment. The Group considers that its
reportable segments are its five Director General-led
groups, reflecting the organisation structure, because
this ig the basis on which financial information is reported
to the Executive Committee and the Board.

| 3_Financial_Statements_2020.indd 225
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1.27  Prior period adjustments

ltems are restated retrospectively to:
» correct a material prior year error;
» to apply 2 material change in accounting policy; or

» 1o reflect some types of change in consoligation
boundaries.

Changes in consolidation boundaries include: transfers
of functions between government departments and
retrospective reclassifications by the ONS (reclassifying
a body to, or from, central government with effect from
a date before the start of the comparative period).
Transfers of functions are refiected by recognising or
derecognising the related assets and liabllities from
the start of the comparative pericd. Retrospective
reclassifications will result in an entity being added

to, or removed from, the Statutory Instrument list of
entities required to be consolidated for a year, subject
to agreement with HM Treasury. The Group wilt start

or cease to consclidate the entity in the financial
statements for that year, but the effective date of
consolidation will be that specified by ONS.

Where an accounting policy has been changed.
adjustments are made to the opening baiance of each
affected component of equity for the earliest period
presented and other comparative amounts are disclosed
for each prior vear, presented as if the new policy had
always been applied, except where a new accounting
standard or FReM interpretation reguires or permits
different approaches. During 2019-20. [FRS 16 has been
impiemented using the cumulative catch-up method,
with no restatement of comparatives,

Where a material prior year error is identifiea. it is
corracted by restating the comparative amounts for
the prior years presented in which the error occurred,
or, where the error occurred before the earliest period
presented, by restating the opeéning balances for the
earliest prior year presented. I it is impracticable to
determine the period-specific or cumulative effects of
the policy change or errcr, re-statements are made to
the earliest practical period, which may be the current
pericd.

These financial statements adopt a revised format for
the Statement of Cash Flows, which provides a more
granular disclosure of debt repayments, in the financing
cash flows section. This change in presentation is not a
prior period adjustment.
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1.28 Adoption of new and revised
standards

2019-20

IFRS 16 will be adopted by the 2021-22 FRsM, however
HM Treasury has permitted the Department to adopt it
in 2018-20 as an early adopter to avoid a misalignment
of accounting standards across the Group because
some Group members are limited companies that must
adopt it thig year. The detailed accounting policies are
disclosed in Note 1.6.

Subsequent years

IFRS 17 Insurance Contracts requires a discounted
cash flow approach to accounting for insurance
contracts. Subject to adoption, it may become effective
for accounting periods commencing on, or after, 1
January 2021 and should be included in the 2021-22
FReM at the sarliest. The Group considers that it has
no contracts which mest the definition of insurance
contracts and intends to treat its financial guarantee
contracts as financial mstruments rather than insurance
contracts.

The Group does not consider that any other new. or
revised standard, or interpretation wilf have a material
impact.

3_Financial_Statements_2020.indd 228
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2.

Operating Segment

The core Department reports to the Beard in
accordance with its organisaticnal structure and

this is reflected in the segmental analysis. The core
Department’s operations are organised into five
Director General-ied groups. with some areas of work
reporting directly to the Permanent Secretary. The main
reportable segments combine outturn information of
the core Departmernit and its arm's length bodies for
gach segment. No operating segments have been
aggregated. The groups and associated delivery
bodies are described in more detai in the Directors’
report. During the year, the Department reaillocated
some functions between two groups: the group named
Roads, Places and Environment includes the functions
previously included under the Roads, Devolution and
Motoring, with the addition of the Environrment division;
the group named Aviation. Maritime, international and
Security includes the functions previously included under

Rail

i The key activities of this group are: support for

. passenger rail services; oversight of Network Rail's

" enhancement portfolio; developing the strategy !
and policy for rail, and sponsorship of Grossrall, f
Thameslink and the Intercity Express Programme.

Statement of Operating Costs by

International, Security & Environment, other than the
Environment division. The comparative Statement of
Operating Costs by Operating Segment has been re-
stated on this basis.

Allincome and expenditure has been attributed to the
relevant groups this year. To allow comparability, the
prior year figures have been restated.

The Board considers capital spending and liabilities by
moniicring outturn against the budgetary control totals
shown in the Statement of Parliamentary Supply; for
example, PPE additions score against capital budgets
and the utilisation of provisions causes an ocpposite
and equal impact on DEL and AME budgets. As a
consequence, the Department does not report asset
and lahility balances on an IFRS-basis to the Board.

@
E
o
E
o
]
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w
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g
=
i

-H"igh Speed and Major Prbjebts |

; This group supports the development of the HS2 !
. programme, in addition, the group is responsible ‘
. for the Northern Powerhouse Rail preiect, the |
i Department's joint work with Transport for London |
' on the development of Crossrall 2, and oversight of |
| the East Wast Rail Company that plans to reinstate a
" direct rail link from Oxford to Cambridge. !

'Roads, Places and Environment

| This group is responsible for driving and roads
related activities and laads on our transport energy
and environment strategy. It oversees the agencies
that celiver services relating to driving and vehicles,
including the Driver and Vehicle Standards Agency
which is not consolidated in these statements (see
Notes 1.3 and 26 for the rationale). The group also
includes oversight of Highways England and Sub-

Aviati&ri-, _lGlaritime, Internatiohglw_;nd |
Security ‘

This group 15 respensible for actvity regarding:
transport security; accident investigation;
impiementing the Brexit strategy; aviation and
maritime, including oversight of the Air Trave! Trust
Fund; the Maritime and Coastguard Agency and the
General Lighthouse Authorities.

Resources and_- Sfféiégy

This group supports the activities of the other groups.

It leads on: finance; human resources; procurement;
property: digital, analytical matters and the Secretary

of State’s shareholder interests in arm’s length bodies
such as Network Rail, Highways England and HS2 {1d.
For this analysis, this Group also includes units that
report directly to the Permanent Secretary, such as
Private Office, Legal and Strategy & Communications.

As noted in more detail in paragraph 2.6 of the ;
Corporate Governance Report, the Departrment '
restructured its Resources and Strategy Group in
| July 2020.
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Aviation,

Roads, Maritime, High Speed

Places and internationat Resources and Major Rail
Rail  Environment and Security  and Strategy Projects Total
£m £m em £m £m &m
Gross 14,028 6,476 1,344 432 325 22,605
income (5,439) (789) (410) (123) (14} (6,755)
Net Expenditure 8,589 5,707 934 309 311 15,850

2018-19 (restated)

Aviation,
Roads. Maritime, High Speed and
Places and International  Resources and Major
Rail Environment and Security Strategy Rail Projects Total
£m em &m £m £m £m
Gross Expenditure 12.283 5,645 1.074 469 317 19,788
Income (5.218) (886) (244) 46) - 6,394)
Net Expenditure 7.0B65 4,755 830 423 317 13,394
>
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3. Expenditure

The expenditure note has been re-presented, to align
with the classifications in the SoCNE and to provide
greater clarity over the Group’s expenditure and
cperations. An additional category for Grants has been
inciuded (previously included in Other expenditure). Pror
year values have not been restated.

31 Staff costs

informaticn on staff numbers, exit packages and

other relevant disclosures (including ministers), is
included in the People and Remuneration Report in the
Accountability Report.

Permanently E

employed ®

staff  Other staff* Total Total ..'g

£m £m £m em §

Wages and salaries 3,061 38 3,099 2.230 i
Social ;ecumy costs - ) o 333 - 333 314
Otherpension costs N 467 - 467 M4
Sub Total 3,861 a8 3,899 3.658
Less re—crox;er\es In respect of outward secondments 2 - @ (1)
Less capitalised staff costs (1,193) (16) (1209 (1159}
Total Net Costs 2,666 22 2,688 2,498

Of the total:

Core Departmant &_T’Agenmes 457 12 469 425
"Depart T 2,666 27 2,688 2,498

Departmental Group

*Other staff includes Ministers and special adwisers. who were paid
£217k and £59%k respectively (2G18-19: £*34k and £178k). Ministenal
pay has increased due to the addiion of one ministerial post this year
and an increase n the number of ministers claiming the ministerial
salary to which they are entitled over and above ther parlamentary
salary. Speciat adviser pay has decreased as responsibility for therr pay
was centrafised and transferred to the Catinat Office dunng Summer
2019
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3.2 Purchase of goods and
services

Foliowing the adoption of IFRS 16 with effect from 1
Aprit 2019, as explained in Note 1.6, “Rentais costs”
has significantly reduced compared to 2018-13 when it
disclosed the cost of all rentals under operating leases.
Note 3.4 includes a new ling “depreciation on right-
of-use assets”, while Note 3.7 refiects the increased
interest costs. Further disclosure is provided in Note 7.

“Suppoert for Passenger Rall Services” includes £289m
of contractual ¢osts under the Emergency Measures
Agreements (EMAs). The financial provisions of

these contracts took effect on 1 March 2020. The
Department agreed measures with 12 of the 14 rail
franchise operators in England. Rail services operated
by the Secretary of State and rail services under the

responsibility of the devolved administrations in Wales
and Scotland are not in-scope of these EMA contracis.

Following the collapse of Thomas Cook in September
2019, the Government repatriated an estimated 150,000
Thomas Cook customers, including those without ATOL
protection. The Air Travel Organiser's Licence (ATOL)
scheme assists the failled company’s ATOL-protected
customers only, These costs are disclosed separately in
these accounts:

» Repatriation costs of those customers who were
covered by the ATOL scheme are funded from the Air
Travel Trust Fund, and are reported in these accounts
as utilisation of provision in Note 23.

» Repatriation costs of non-ATOL protected customers
and liquidation costs totalling £96m are shown
against "Support Services” below.

Core Core

Department & Departmental Department & Cepartmental

Agencies Group Agencies Group

£m £m m £m

Cash items:
‘Support for passenger rail sevices 1,319 1319 1026 10%
Rai network mantenance - 1279 - 114g
Accommodaton 84 8 s B4
Road network current maintenance - 22 - 509
Professonal services S 50 aa4 3@ 386
‘Support sevges 191 a28 108 206
PR service charges o 19 344 S
Eurottﬁm@y;e:ﬁ_s- - 284 284 386 ﬁﬁ?&s_ﬂg
Information & communications technology 85 287 95 257
7@@377; - 75 164 o ;gETF - gﬁ?
‘Search & rescue helcopters 161 1 206 206
PRUmerestcharges 1 13 26 123
Research and development expenditure S 43 54 51 80
Taveland supsistence 16 55 13 57
VAT repayment 14 - s
Publicty - 17 2 8 18
Audiiors’ remuneration and expenses - > .
"Remat éosts o T 2 8 - 714 —giw
Otherﬁccsts T 213 418 ‘*vjﬁ? *¥NE1_
‘Non-cash items: o S
_AJuditors' ;emuneré‘;cjm;)tj_;c?)enses - 1 1 mv_‘lﬁ—‘_ i"if
2,549 6,270 2,128 5,658
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3.3 Grants

Grant expenditure incurred by the core Department has
increased since 1 Apnil 2019 due to a change in funding
arrangements with Network Ralil. In 2019-20. the core
Department paid Network Rail £7,607m {£4,228m in
Grant in Aid, £1,533m in current grants and £1,846m in
capital grants); whereas in 2018-19 the core Department
paid £4,050m as grants and £3,146m as loans (Note 11).

The Group transferred control of the Core Valley Lines
{CVL) rail asset from Network Rail to Transport for Wales,
a subsidiary of the Welsh Government, on 28 March
2020, enabling the Walsh Government o oversee and
control infrastructure investment and services. The Group
provided a capital grant to the Welsh Government of
£470m which was used to purchase the Core Valeys
railway from Network Rail. The asset transfer is shown as
a disposal in Note 5, Property, Plant & Egquipment.

Core Core
Department & Departmental Department & Departmental
Agencies Group Agencies Group
£m £m £m £m

Cash items:

GentnAd 11,816 - T}Sdﬁ
Caprtal grants 4,970 3,125 ) W27‘748 2,485
Current grants ) 2,153 620 7 648 648
Subsidies 263 263 - "--__-2;;5 23577
Research and developmerﬁ érén;[s_ 13 13 - o “_f
EU capital gre;{sﬁr - - 12 12 - - _—
19,227 4,033 12,978 3,368

3.4  Depreciation and
impairment charges

Following the adoption of IFRS 18, the majority of the
Group's leases are recognised on-balance sheet as
right-of-use assets and lease liabilities. Right-of-use
assets are dapreciated on a straight-line basis. over
the term of the lease. Interest on the lease liabilities is
included in Note 3.7. Further disclosure is provided

in Note 7. As explained in Note 1.6, the Group has
adopted IFRS 16 ‘Leases’ from 1 April 2019, As
permitied by the FReM, the Group has implemented
it prospectively, without restating prior year figures.
Most leases recognised as operating leasas until

31 March 2019 (as shown in Notes 3.2 and 10.2}
are Nnow recognised as 'ease assets and liabilities in
Notes 7 and 20, with the associated costs being
recognised in Notes 3.4 and 3.7.

Core Core
Department & Departmental Department & Departmental
Agencies Group Agencies Group
Note m £m &m om
Nan-cash items:
Depreciation 5 107 7,019 108 6,832
Depreciation on nght-of-use assets 71 59 163 - -
Amortisation 5] 6 17 8 19
Impairment of PPE and assets held for sale 15 55 - 3
Downward / (upward) revaluation of
FPE & Investment Properties - (3) 5 29)
Downward / (upward) revaluation of
joint ventures - a1 - (3}
187 7,240 121 6,922
16/09/2020 1507
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3.5 Provision expenses

Core Core
Department & Departmental Department & Departmeantal
Agencies Group Agencies Group
Note £m £m £m m

Non-cash items: ) )
Provisions (released) / provided m year 23 (56) 509 82 84
Unwinding of discount on provisions 23 5 5 5 5
Credit loss allowance - 17 - 13
(51) 531 87 102

3.6 Other operating expenditure

Core Core
Department & Departmental Department & Departmental
Agencies Group Agencies Group
£m m £m m
Cash items:
Eurocontrol payments 45 45 _48 B 48
Eurotunnel settlement - - 33 33
Non-cash items: I
Fair value loss / {gain) on far value hedges - - - 220
Fair value loss / (gam} on carrying value of
fair value hedged debt - - - (226)
Net (increase) / decreasea in fair value of
non-hedge accounted dabt - 4 - 3
Loss / {gain} on dervatives not hedge
accountsed - (236) - 214}
Net ineffectiveness ansing from cash fiow
hedge accounting - 19 {1
Loss / (gamj on disposal of PPE ) 27 - (274)
Pension scheme costs 7 139 3 199
Corporation tax {refund) / charge - 396 - 52
Write down In value of inventory 15 15 4 4
Write-off of the FIM fee recevable - - 4,066 -
65 409 4,224 (156)

The non-cash expenditure ling “Write-off of FIM Fee”
for the Core Department and Agencies during 2018-18
reflects the derecognition of the Financial Indemnity fee
receivable in Note 17. Further details were disclosed in
the 2018-19 Financial Staterments.
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3.7 Finance expenses The core Department has incurred a £2138m non-
cash interest charge in 2019-20 (2018-19: Cnily which
reflects changes in the vaive of the Financial Guarantee

Finance expenses include interest arising from .
Contract in Note 21. in previous years, these changes

borrowings. leases and the Financial Indemnity

Mechanism (FIM). were posted to the offsetting FIM fee receivable, which
was calculated on the same basis. The receivable was
Following the adoption of IFRS 16 with effect from written off in 2018-1% and therefore any changes in the
1 April 2019, the majority of the Group's leases are liability since that date are now reflected in expenditure.
recognised on-balance sheet as right-of-use assets The changes pre.dolnjmamly reflect the unyvinding of the
and lease liabilities. Interest on the lease liabilities is discount on the liability, but also changes in the forecast
refiected below. Further disclosure is provided in future amounts of gebt covered by the guarantee. As
Note 7 and Note 20. these amounts are intragroup, they eliminate to nil in

the Departmental Group. Amounts shown as non-cash
tems in the Departmental Group column reflect capital
accretion on Network Rail's portfolic of external debt.

Core Core ‘%

Department & Departmental Department & Departrental g

Agencies Group Agencies Group =

3]

£m £m £m £m g

=

Cash items; .g

U e . L
Finance expense 208 939 204 932

Non-cash items:
Finance expense 138 495 - 464
346 1,434 204 1,396
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4, Income

"Amartisation of deferred income” in 2019-20 includes
£267m in respect of the core Department’s Financial
Guarantee Contract (Note 21j. In previous years, this
was presented as “Fees and charges 1o other public
sector bodies”. The cash fee was waived with effect

from this financial year, and therefore the reduction in
value of the financial guarantee contract liability reflects
the reduction in the remaining term of the contract and is
presented as a non-cash amount.

Core Core
Department & Departmental Department & Departmental
Agencies Group Agencies Group
Note £m £m m £'m
Cash Items
_S;e_ of good and Vs;-ervnces - -
Franchlsed track access income - (2,504) S 2. 135)
Rental income T - @2 () (@2
mér Crossings charges - (165) (165) (239) i 9)_
Freight income: - @y {58)
Other |ncome - S -
‘Income from Tran Operating Companies (1,010) (1,219 (1,248) (1.460)
“Fees & Charges to external customers {602) {999) o (5§r ) —;(8—@
Transpori for Scotiand ~ SLA Recetpt o - (486) ' ) - ) {33§j_
Eurotunnel Recharge 274) ©74) ey e
Cap/!al grant income réceﬁed T (238} T o 1241;)
Eurocomrol Rece\pts {45) {49) i (48} (;15
EUincome i (26) (29} S \T)
C\atmﬁdamages grc?ad network o ) - 7) . T (977JW
_Fees & charges to other pubhc hodes a7 (18} ' ) (280) N(ﬁ
Other income - (28) (289) ‘@3 (333)
Sub Total - Cash items (2,167) (8.578) (2,708} 6.278)
Non cash items
_Amortisation of deferred ncome {821 (54) (54} B4y
Share of associate's operating (profit) / hoss 15 N (1) (11) 1Y
Sub Total - Non cash items (322) {55) 65) (65)
Operating Income {2480) {8,633) (2,770) {6,341)
Share of associate's non-operating (profit) / 1oss 15 29) 29) 29) (29)
Dividends recevable (26) (66) 8 - T
nterest recewable (707) @n 672) (16}
Totai income {3,251} {6,755} (3,479 (6,394}
income analysis
“Sale of goods and services T (165) 974 @4y (2755
" Other aperating income - (2,323) (3.658) 2519 (3578
Finance income ) T (733) (93) {680} ' - (24)
'Share of proflts ! (|oss) of asg(;ate S o 7 -
{compnses of cash settied and non-cash
alements above} 15 (30 (30 (40 40}
Total income {3,251) {86,7595) (3,479 (6,394}
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5 pro perty PI a I‘It a nd renewals of these assets are valued at depraciated
- ’

replacement cost, they are disclosed under the "Rall

i Network™ and “Strategic Read Network” headings in

Eq ul pment the table below. All other assets under construction,
which are valued at historic cost, are disclosed under

Following the adoption of IFRS 16 with effect from the “Assets under Construction” heading. which

1 April 2019, as explained in Note 1.6, assels previously i pradominantly the HS2 project. The prior year
classified as property, plant and equioment held under figures have been restated to show the effect of this
finance leases have been re-classified as right-of-use presentational change since 1 April 2018. There is no
assets and are disclosed under Note 7. mpact on the total net bock value of Property, Plant

and Equipment. The revaluation amount shown within
*Assets under Construction” is an adjustment to historic
balances.

The presentation of assets under construction related to
the Rail and the Strategic Road networks has changeo
since last year's account. As described in Note 1.4.3,

Group Infrastructure assets AUC Land, buildings & other
Strategic “
Rail Road Assets under Land and Other 5
Network Network HS1 Construction huildings assets Total E
&
£m om £m £m £m cm £m )
&
Cost or valuation §
_ =
At 1 April 2019 488,781 138,676 3,647 6,347 1,174 546 639,071 i
Addiions 4,954 3,171 - 2,836 3 150 10,914

Adiustment of renewal
and enhancement
works in progress
o Depreciated -

Repiacemant Cost {1,561} (1,268 - - - - (2,849) .
Dsposals E17) (36) - : (12) (26) {591)

Impairments - - - (41) {5) {18) (64)
Reclassifications (24) {17) - (38) (1) (10 (100}

uﬁevaluatlons 5,585 5,805 - 65 105 8 11,658

At 31 March 2020 497,218 146,401 3,547 8,960 1,254 650 658,039

Depreciation

At 1 April 2615 (158,950)  (15,605) (445) . (312) (351)  (175,663)

Charged in year (5,722) (1,174) @7) . (23) (53) {7,019)

Disposals - 7 - - 5 24 36

‘Impalrmentg - - - - 1 4 5
Reclssiicaions : : : : 17 % s

Revaluations (268) {1,080) - - m 3 (1,346)

At 31 March 2020 (164,940) (17,852) (492) - (313) {347) (183,944

Carrying amount at

31 March 2020 332278 128,549 . 3,068 8869 o4 303 474,005

Carrying amount at

31 March 2019 329,831 123,071 3,102 6,347 862 195 463,408
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Group Infrastructure assets AUC Land, buildings & other
Strategic
Rail Road Assets under Land and Other
Network Network HS1 Construction buildings assets Total
£m m £rn £m £m £em £m
Asset financing:
Owned 332,278 125,436 3,055 8,969 919 302 470,959
PFI & other service
Concession
arrangements - 3,113 - - 22 1 3,136
Carrying amount at . X
31 March 2020 332,278 128,549 3,055 8,969 941 303 474,095
Ownership:
Core Department - 2,982 3,055 3,016 327 15 9,395
Agencies - - - 4 97 42 143
Other designated
bedies 332,278 125,567 - 5,948 517 246 464,557
Carrying amount at '
31 March 2020 332,278 128,549 3,065 8,968 841 303 474,085
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2018-19

Group Infrastructure assets AUC Land, buildings & other
Strategic
Rail Road Assets under  Land and
Network Neatwork HS1 Constructon buldings  Other assets Total
£m £m m £m £m £m £m
Epﬁ or valuation o B
At 1 April 2018 448,303 132,924 3,546 4189 1,180 507 590,849
Additions 6,814 2,734 1 2,247 9 30 11.835
Adjustment of renewal
and enhancement
WOrKS N progress
to Dapreciated
_Replacement Cost (2,197) {1,206) - - (3,403)
Disposals (73 (1) (12} (B6)
Imparments A : - @ EI :
' Transfers (1) - (48) 4 18 (25) £
Reclassifications - - {1} 3 1 3 %
Revaluations 35.861 4,298 (42) @) 4 40,100 2
l At 31 March 2019 488,731 138.676 3,547 6,347 1174 546 630,071 é
Depeciation E
At 1 Aprit 2018 (144 996) (15,283) (399} - {312 (322) (161812)
l _9_{]31{9?9 in year (6.590) (1,232 (46} - {(19) (45)_74___ (6.932)
Disposals - 16 - 1 11 28
Revaiuations (8,364} 894 - 18 5 (7.447)
l At 31 March 2019 (158,950) (15.605) {445} (312) (351) (175.663)
Carrying amount at
31 March 2019 329.831 123,071 3.102 6.34?__ 862 195 %_6%408
Carrying amount at
31 March 2018 303,307 117,841 3.147 4189 868 185 426.337
Asset financing:
l Owned 329.831 120,423 3.102 8.347 835 167 460.705
Finance Leased - - - 1 26 27
PF1 & other service )
CONCEsson
arrangements - 2,648 - 26 2 2.676
Carrying amount at
31 March 2019 329,831 123,071 3,102 6.347 862 185 463,408
l Ownership:
Core Department - 2.834 3101 2.733 243 18 8,929
Agencies - - - 3 101 42 146
I Other designated
bodies 328,831 120,237 1 3.611 518 135 454,333
Carrying amount at
I 31 March 2019 325.831 123,071 3.102 6,347 862 195 463,408
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51 Rail Network

Disposal

The Group transferred control of the Core Valley
Lines (CVL]) rail asset from Network Rail to Transport
for Wales, a subsidiary of the Welsh Government, on
28 March 2020, enabling the Welsh Governmeant to
oversee and control infrastructure investment and
services. Whilst the net depreciated replacement cost
of CVL was £2,359m, £470m is shown as a disposal
in the table above as this i1g the valuation in Network
Rail's financial statements. The difference is classified

as revaiuations as permitted by the FReM. Note 1.4.3
explaing the difference in valuation methodologies
adopted by the Department and Network Rail.

Details of the valuation adopted by the
Department

The Railway Network was valued, as at 31 March 2020,
by Network Rail and Turner & Townsend (professional
valuers) using data provided by Network Rail.

The key componants of this valuation, associated
remaining lives and depreciation charges are shown in
the table below:

Depreciated

Replacement Remaining  Depreciation
Type Cost Life Charge
m Years £m
Asset Under Construction 578 N/A -
‘Stuctwes 54,466 59 840
7&;&@;@ [ 75,647 103 763
Jelecoms 2,494 12 239
Operatonal property 7 25,664 33 790
Electrifcation, plant and sgrels 45,093 29 1,661
—Triag-—”—m_{_m_-_ﬁ - 30,242 20 1,427

Targ - 98,094 N/A
TOTAL 332,278 - 5,722

Sensitivity analysis Scenario 3

The following sensitivity analysis reflects the sources of
estimation uncertainty disclosed in Note 1.4.3, showing
the impact of changes in assumptions at the reasonable
boundaries of uncertainty.

Scenano 1

Shows the impact of increasing or decreasing the
remaining asset lives of the compenents of the modern
equivalent raitway network by 10%.

Scenario 2

Shows the impact 7 the land compensation adjustment
(normally 65%) were to increase cr decrease by

10%: i.e. a compensation adjustment of 75% or 55%
respactively.

Shows the impact if the adjustment for building on a
greenfield site rather than in an opérational enviranment
{normally 32%; were 10 increase or decrease by 10%,
showing the impact of an adjustment at 42% and 22%,
This adjustment applies only to costing rates built up
using a methodology not already reflecting greenfield
build.

Scenario 4

Shows the impact of an adjustment to the risk factor
appted to the overall DRC valuations, currently 22%. by
an increase or decrease of 10%. effectively showing risk
factors of 32% and 12%.
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Depreciated Replacement Cost

2019-20

Depreciated Depreciated Depreciated
Replacement Replacement Replacement
Type Cost {-) Cost Cost (+}
£m £m £m

Base Case inc 22% risk - 332,278
Scenano?iiﬁii 7 o 308,918 355,639
sceraro2 326,333 338,223
Scenano 3 328,481 - 336,076
Scenario 4 B 313,240 351,317

Depreciation Charge

ol

=

£

Depreciation Depreciation Depreciation &

Type Charge {-) Charge Charge (+) &

£m £m £m Ta"

[ =

(]

Base Case inc 22% nsk - 5,722 - L%
Scenaric 1 5644 - 5812
Scenario 2 5,722 - 5,722
Scenang 3 5,565 - 5,880
Scenango 4 5,256 - 6,189
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5.2 Strategic Road Network (SRN)

Valuation approach

The Strategic Road Network (SRN) is valued using a Depreciated Replacement Cost approach. The valuation is
principafly built up using: an understanding of the extent of the network and its component parts on a moden
equivalent basis; the application of a nurnber of costing rates for those component parts, by type; and the condition
of the network. Key components of the SRN, their valuaticns, asset lives and associated depreciation charges are
included in the table below:

Depreciated Depreciation

Type Replacement Cost Asset Life Charge

£m Years £m

Assets Under Construction 2,372 N/A -

Roads 78,510 N/A 706

Sructwes 33,385 20-120 334
Technology o S 1,496 15-20 134

ﬁLan S 12,786 N/A -
128,549 - 1,174

Sensitivity analysis

The valuation relies on the accounting astimates and estimation uncertanties described in Note 1.4.3. The following
analysis shows the impact on the balance recognised for the SRN (inciuding the part under construction) of
alternative estimates. at the boundary levels of estimation uncertainty.

» The impact of increasing or decreasing the costing rates by 10%, would increase or decrease the DRC valuation
by £13,400m.

» The impact of increasing the Highways England Capital Enhancement Cost Index (HECI) by 10 paints (which
currently stands at 263) would increase the DRC valuation by £10,700m.

53 Asset under Construction

The material balances included in assets under construction were:

31 March
2019
£m £m

Preparatory work for construction of HS2 (core Department & HS2 Ltd elements) 8,793 6128

Hghways England fron SRN 129 50
o 7w
Total ] 8,969 6,347

The material additions 10 assets under construction were:

N = T

£m £m
Preparatory work for construction of HS2 (core Departmem & HSZ Ltd glements) 2,503 2118
HgweysEngand ronSRN) e 7T
over s =
Total 2,636 2,247
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Intangible Assets

Software Development  Assets under
Licences Expenditure  Construction Total
£m £m £m £m
Caost or valuation
At 1 April 2019 85 498 12 595
Additions 14 1 18 33
Disposals - 83) - 63)
Reclassifications 27 6 : {4) 29
Revaluations - (1) - (1)
At 31 March 2020 ' 126 441 26 503
Amortisation ) 2
At 1 April 2019 (50) (353) - {403) §
Charged in year . (10} @ - (17) 5
Disposals : - 1 - 61 g
Reclassifications (25) ) ] 26) $
At 31 March 2020 (85) {300) - (@s5) -
 Carrying amount at 31 March 2020 o & ¥ o) 208)
Carrying amount at 31 March 2019 35 145 12 192
Ownership:
Core Department 4 - 7 "
Agencies. ' 2 32 13 47
Otrer designated bodes 35 109 6 150
Carrying amount at 31 March 2020 41 141 26 208

All intangible assets are owned outright by the Departmental Group, and none are financed by lease or PFI
arrangements,
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2018-19

|

Software Devslopment Assets under
Licences Expenditure Construction Totai
£m £m £m £m
Cost or valuation
AUTApdl20t8 o 80 460 18 558
Additiors ) 1 1 13 s
Disposals - o a0 - )
Tansers S ) 7 20 2 s
‘Reclassificavers -
JF;e‘V;l’l:latiOﬂS S o i 7 - T 11 . - : “11—
At 31 March 2019 85 4488 12 595
Amortisation
At 1 April 2018 o (50) (347 - @
Chargedinyear _qam% @ - qag
Dsoosals T 4
At 31 March 2019 (50 (353 - {403
Carrying amount at 31 March 2019 35 145 12 192
Carrying amount al 31 March 2018 o 113 18 TR
Asset financing:
Owned T T T 2 a2 e
VPT:I--éE‘rother_ée’rE égncessioniaﬁiﬁéemems _______ 7 o 13 - 1 _ 7 - ) ?47
Carrying amount at 31 March 2019 35 145 12 192
Ownership:
Corel Depav:t‘r;wem - 2 R - - ?
Agené[es N - S 2 32 A 6 7 40
Other designated bodie S 3 s 8 180
Carrying amount at 31 March 2019 35 145 12 192
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» The Core Department’s most significant lease
7- Leases relates to its main headquarters building: this lease
commencead in December 2018 for a term of fifteen
As explained in Note 1.6, the Group has adopted years with no extension oplions, Rentals increase
IFRS 16 ‘Leases’ from 1 April 2019, As permitted by annually in line with the consumer price index, subject
the FReM, the Group has implemented it using the to a cap and floor. The value of the assst as at
cumulative catch-up method, without restating pricr year 31 March 2020 was £78m.

figures. Most leases recognised as operating leases until
31 March 2012 (as shown in Notes 3.2 and 10)are now 5 The MCA provides UK-wide services from ten

recognised as right-of-use lease assets and barrowings bases operating under the UK Search and Rescue
in Notes 7 and 20. with the associated costs being Heilicopter Service contract. This contract also
recognised in Notes 3.4 and 3.7. includes non-lgase components. The value of the

asset as at 31 March 2020 was £238m.
The Group's lease contracts comprise leases of
operational land and buildings, plant and machinery and  » Network Rail holds £230m of property leases and
mator vehicles. Most are individually insignificant. Three ©181m of other leases.
elements, however, are significant in their own right:

a
Right-of-use lease assets g
I N BT |
[+
tand and Gther Core &  Land and Other Departmental g
buildings assets  Agencies buildings assets Group &
£m £m £m £m £m £m
Cost or valuation
Initial recognition 110 311 421 345 167 933
Vﬁé(;\#ak%;@—cgaﬁons from PPE - - - - 26 26 P
Additions 18 1 19 66 66 151
Revaiuations } - - - @ @
Derecogniion i (19) (19) - - (19)
Remeasurement B 3 - 3 (1) - 2
At 31 March 2020 131 283 424 410 257 1,081
Depreciation
Charged in year (13) (46) (59) (56) 48) (163)
F{evaiuatiomé - - - - 2 2
At 31 March 2020 (19 (46) (59  {58) (46) (161)
Carrying amount at o : o :
31 March 2020 118 247 365 354 211 930
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tLease liabilities

Leases are recognised within Note 20, Borrowings.

A maturity analysis of contractual undiscounted cash
flows relating to lease liabilities is presented below.
The cash flows and balances are presented net of
irecoverable VAT,

Core Department Departmental
& Agencies Groupy
£m £m

Amounts falling due:
"Not later than one y;aar T o {70} (186)
Later than one year and not later than five years - (262) (590}
Later than fve years - (167) (299)
(493) (4,075}
Less: Unaccrued interest S 66 138
Balance as at 31 March 2020 {427 {837
cerent 62) 476
‘Non-curent (365) (761)
(427) 837

Amounts recognised in the Statement of Comprehensive Net Expenditure

Core Department Departmental

& Agencies Group

£m £m

Depreciation 59 163
Interesmt expens?ug; g 25
Low value and short term ieases T S 2 7
0 185

Amounts recognised in the Statement of Cash Flows

Core Department Departmental

& Agencies Group

£m £m

Cash flows S 25
E;[érest ex;;ense I 48 174
Repayments of principal on leases a7 199
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Group as a lessor

Network Rail has material operating lease payments
receivable: these are disclosed in the table below. Other
operating lease payments receivable, and finance iease
payments receivable, are not material to the Group.

£m

Within 1 year 433
‘Between Tand 2years 7 o 385
Between 2 and 5 years . - ) 761
VAI;treTS vears 7 2,184
Total 3,763

Reconciliation from the IAS 17 operating
lease commitment on 31 March 2019 to
the IFRS 16 opening lease liability on

1 April 2019

This table reconciles the amount of the Group's
operating lease commitments as at 31 March 2019,
shown in Note 10 to the iease liabilities as at 1 April
2019, immediately following adoption of IFRS 16.

The operating lease commitments figure has been
restated for arrangements not previously identified as
igases. Thereafter, the material reconciling items are an
adjustment for the impact of discounting and for the

differing assessments of the fease term ({the previous
operating lease commitment reflected amounts payable
during the non-cancellable lease period, while the

IFRS 16 lease term reflects the Group's assessment

of the likelihood that it will exercise lease extension or
cancellation options).

Cpening lease liabilities are greater than opening
right-of-use assets because some properties are
sub-let so the asset 15 classified as a receivable, and
operating lease accruals recognised under 1AS 17 are
de-recognised and deducted from the right-of-use
asset upon implementation of IFRS 16.

£m £m
Operating leases disclosed at 31 March 2019 878
Adiusiments (o leases. 1AS 17 basis 222 o
Re-stated operating lease commitments as at 31 March 2019 1,100
Adjustments from IAS 17 to IFRS 16:
Finance lease liabilities as at 31 March 2019 34
Impact of discounting (159)
Assessments of lease extension periods and break clauses 133
Low value and short term lease commitments {39
Service charges and other giements outside the scope of IFRS 16 (18)
Adjustment for irrecoverable VAT reported within 1AS17 64)
Sub-fotal, redgmoiling items - o (1 1_3ﬁ_
IFRS 16 opening balance lease liabilities 887
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8. Investment Properties

Departmental
Group
£m
Balance at 1 Apr) 2018 208
Disposals - m
Reclssficators a4
Revauatons g
Balance at 31 March 2018 233
Disposals S - - {®)
‘Reclssficatione )
Revaatons 3
Balance at 31 March 2020 227
Ownership Rental net income
All material Investment properties are controlled by The property rental income earned by the Group
Network Rail. from its investrant properties amounted to £16m

(2018-19: £18m). Direct operating expenseas arising
on the investment properties in the year amounted to
£3m (2018-19: L4m).

The Group's investment properties are let on a tenant
repairing basis. The Group's maintenance obligations are
fimited to common areas and vacant property units.
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9. Assets Held for Sale

Core Department Departmental
& Agencies Group
£ Cm
Balance at 1 April 2018 1 1.157
Additions o 22
Disposals o (1.148)
Reclassifications . {5)
Batance at 31 March 2019 1 28
Disposals o 1) (a7
Reclassifications - 25
Balance at 31 March 2020 - 36
pi]
<
£
Disposal - Sate 3
4
During 2018-19 Network Rail sold £1,146m of its B3
commercial estate portfolio for £1,.419m., which @
generated nat returns above the carrying value i
of £247m.
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10. Commitments

Core Core
Department & Departmental Department & Departmental
Agencies Group Agencies Group
Nots £m £m £m £m
Commitment Type

Capital 101 3 5,659 1 5,069
Operating Leases - 466 878
Finance Leases 13

PFI & other service concession
arrangements 10.2 15 1,448 17 1,467
Other financial 10.3 29,207 210 38,111 2,969
Total 29,225 7,317 38,595 10,386

Foliowing the adoption of IFRS 16 with effect from 1
Aprit 2019, the majority of the Group's leases are now
recognised on-balance shest as right-of-use assets and
lease tigbilities in Note 7. A small portfolio of short-term
and low-value leases are not recognised on-balance
sheet. As there have not been any significant changes to
this portfalio, the cost disclosed in Nete 3.2 repregents
a similar level of annual commitment going forward.

10.1 Capital commitments

Contracted and approved commitments at 31 March not

ctherwise included in these financial statemenis:

Core Core
Department & Departmental Department & Departmental
Agencies Group Agencies Group
£m £m £m £m
Property. plant and equipment 2 5,658 1 5,069
Intangible assets 1 1
3 5,659 1 5,059
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10.2 Commitments under PFI
and other service concession
arrangements

The obligations under on-batance sheet PFI contracts
are held by Highways Engtand and DVLA. These
arrangerments fall within the scope of {FRIC 12 Service
Concession Arrangements. Conseguently, a PEI liability
has been created tG refiect the work capftafised.

This fiability is reduced over the life of the contract

as payments are made. In accordance with FReM
requirements, the interest element of the unitary charge
relating to the assets capitalised has been calculated
using the actuaral method.

Highways England has 11 PF contracts for the design,
build, financing and operation of sections of the strategic
road network. Tha on-halance shest capital element

as at 31 March 2020 was £1,433m (2018: £1,450m).
Lease charge commitments under these contracts
comprise this capital element, future interest charges of
£1,016m (2019: £1,088m) and future service charges

of £7,767m (2019: £8,121m). During the year Highways
England reviewed s models to ensure that the end of
the obligation was correctly reflected. Amendments were
required to the current obligation: the effect of this has
been accounted in year by adjusting the level of interest.
service payment and capital repayment,

The most significant FFi contract is the 30-year M25
London Crbital Motorway contract that commenced
in 2009, which requires the confractor to: operate;
maintain; renew: reconstruct; repair and reinstate the
road facilities within the designated area. Fcr the
M25 contract specificalty, the on-balance sheet
capital element as at 31 March 2020 was £822m
(2019: £840m). Commitments under this contract
comprise this capital element; future interest charges
of £797m {2018 £862m); and future service charges
of £6,216m (2019: £6,362m}.

PFI commitments in the Core Department & Agencies
column refate to DVEA. On 4 Aprit 2005, DVLA entered
into a 20-year service concassion agreement with
Telereal Trilium (formerly Land Securities Trilium), to
provide property outsourcing solutions, including:
huildings management, maintenance and services 1o
DVLA. Revenue expenditure is recorded as a service
charge in the Statement of Comprehensive Net
Expenditure. The liability as at 31 March 2020 was
£15m (2018 £17m).

The future total Imputed charges under on-balance
sheet PFls to which the Department is committed are
grven in the table on next page, analysed according to
the peried in which the commitrment expires.
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Imputed obligations under on balance sheet PFl contracts comprise:

Core Core
Department & Departmental Departmant & Departmental
Agencies Group Agencies Group
£m £m £m £m

Rentals due:

‘Notlater than one year 3 1 3 188
T_mﬂwd not latér than five years/ ‘ 14 742 ﬁﬁﬂ ‘_?‘;87
aler than fve years - 1839 3 1@
17 2,466 20 2.558
less: mterestelement @ aow®) @  poen
15 1448 17 1,467

The capital element under on balance sheet PF| contracts comprises:

I ) S =]

Core Core
Department & Departmental Departrment & Departmental
Agencies Group Agencies Group
£m £m £m £m
Not later than one year 1 84 3 86
Later than one year and not later than five years 14 393 14 396
Later than five years - a71 - 985
15 1,448 17 1,467

The interest element under on balance sheet PFI contracts comprises:

Core Core
Department & Departmental Department & Departmental
Agencies Group Agencies Group
£m £m £m £m
Not later than one year 1 101 1 108
Later than oné%ar and not lateritr{;frivgiyars o 1 349 2 Y-
Later than five years - 568 - B33
2 1,018 3 1.091

Future charges to the Statement of Comprehensive Net Expenditure

GCore Core

Department & Departmental Department & Departmental
Agencies Group Agencies Group
m m £m £m
Not later than one year 22 422 21 352

Later than one year and nat later than five years 93 177 80 1608
“Later than five years . 5743 24 6277
115 7,882 135 8,257
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10.3 Other financia! commitments

The Departmental Group has enterad into non-
canceliable contracts (which are not leases, PFI
contracts or other service concession arrangements).
The payments, to which the Group is committed and
which have not been provided for in these accounts,
are as follows:

Core Core
Department & Departmental Department & Departmenta!
Agencies Group Agencies Group
£m £m £m £m
Not later than one year 6,813 78 6,624 896

Later than one year and not later than five years 22374 112 31.098 1884

Later %;%‘;}ve years 20 20 ) 389 289
20,207 210 38,111 2,969

Of which:

Network Rail T 29 091 - 35,166 R
Train Opera{;aé-Companles {see below) T - - n 2,824 2824
Other o 116 210 21 145

29,207 210 38,111 2,969

Core Departmental commitment to
Network Rail

In October 2018, the Office of Rail and Road announced
how much the core Department would fund Network
Rail in each year of Control Period 6. This funging is
excluded from the Group total as it is intra-group.

Train Operating Companies (TOCs)

The Department announced the temporary suspension
of its franchise agreements with TOCs on 23 March
2020, and transfarred them onto Emergency Measures
Agreements (EMA) from 1 April 2020 for an initial period
of 6 months, with options for further extensicn or earlier
cancellation. The financial provisions of the EMAs ware
backdated to 1 March 2020. The EMAS transferred all
revenue ang cost risk to the Department as part of the
approach to maintaining transport services foliowing the
COVID-18 putbreak. Operators ran services for a smal,
pre-determined management fee with the potential 1o
earn a performance payment intended to incentivise
reliability. punctuality and other targets. The financial
commitments for EMAs are subject to an ongoing level
of uncertainty, as costs are agreed at the end of each
rait period in arrears between the Department and the
TOCs. Average EMA costs in rall periods 1-3 of financial
year 2020-21 are disclosed in Note 28. The full cost over
the EMA period will depend on the extent to when and
how restrictions on travel are lifted, changes in customer
behaviour and impacts on costs and revenues.

The EMAs were implemented specifically in response to
the COVID-18 pandemic and are temporary in nature.
For most TOCs, the EMAs end on 20 September 2020.
The Department has statutory obligations under the
Railways Act 1993 to ensure ongoing provision of rall
sarvices. The arrangements for continuing to meet these
statutory cobligations beyond the initial EMA-contract
term, are currently under commercial negotiation.

When the franchise agreements were suspended the
Department had 14 franchise contracts with TOCs for
the provision of rail services. including 2 franchises under
public sector ownership. These contracts are not leases
or PFl contracts and are only canceliable prior to their
expiry or break date in certain circumstances, normally
following an event of default under an individual contract.
The figures in the table for 31 March 2019 include the
contract payments committed by the Department under
the suite of franchise agreements that it has entered

into. Further information on these commitments can be
found in the accounts for 2018-19. The annual amount
of subsidies paid and premiums received in respect of
the TCC contracts is shown respectively in the Core &
Agencies numbers in:

» Note 3.2 (suppont for passenger rail services); and

» Note 4 {inccme from Train Operating Companies).
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11.

The Department has provided interest-bearing loans
when the borrowar is expected to be able to service and
repay the debt and where the borrower’s customers
should cover the full cost {including financing).

Loans

The first table shows the locans external to the Group
whilst the second table shows all loans external to the
Core Department and Agencies. The second tabig
shows that there is significant intra-group borrowing.

In December 2018, the Depariment agreaed a new
funding package for the Crossrail project, comprising
foans of £1.3bn to the Greater London Authority

(GLA) and £750m ¢ be made available to Transport
for London {TfL). The GLA received its loan funding
between February 2018 and April 2020, whilst TfL
has bean drawing down loans since April 2020, The
Department does not consider there is any materia!
impairment of this loan as at 31 March 2020.

In August 2019, the Department loaned £114m to DFT
CLR Holdings Lid (DOHL} to purchase a fleet of trains
from a rolling stock company. DOKL bought the fleet
because lhe governmant had given an undertaking, as
part of the 1990s privatisation agreement, that it would
repurchase that fleet if certain conditions were met;
which occurred during 2018-20. The remaining £58m
was loaned to DOHL to support its Train Operating

Companies.

General
Lighthouse Departmental
Fund Crossrail Other Loans Group Total
£m £m £'m £m
Balance at 1 April 2018 130 - 25 155
Advances - 365 - 365
Repayments 20] - - 20}
Balance at 31 March 2019 1140 365 24 500
Advances - 8839 10 899
Repayments {2Q) - (20)
Balance at 31 March 2020 80 1,254 35 1,379
Core Core
Department Department
external loans Other DOHL  Network Rail & Agencies
£m £m £m £m £m
Balance at 1 April 2018 155 - - 26,749 26,904
Advances 365 80 - 6,005 6.450
Repayments (20} {80) - (2,859) 2,959)
Balance at 31 March 2019 500 29,885 30,395
Advances 889 172 11,567 12,618
Repayments {20) (12,029) {12,049)
Balance at 31 March 2020 1,369 - 172 20,423 30,964
The Departmental Group totai reflects all external loans
issued by the Group. The Core Department external
loans column reflects external loans issued by the Core
Department, excluding tcans issued by Arm's Length
Bodies.
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12. Equity Investments

Core Interests

Department in jointly
LCR Train Direct & Agencies Network Rail controlled Departmental
Ltd Companies Subsidiaries Total Insurance Ltd entities Group Total
tm £m £rn £m om m £m
Balance at 1 April 2019 357 12 369 170 47 586
Aclclitions - - 1 1 1
Revaluatons 1 68 - 79 30 (22) 87
Balance at 31 March 2019 368 68 13 449 200 25 674
Adcitions - . ) 1 1 - - 1
Revaluations ®) 19 - 13 34 1 48

Balance at

31 March 2020 362 a7 14 483 234 26 723

12.1  Valuation methodologies
and techniques

The following equity investments: LCR Ltd, LNER Lid.
Northern Trains Ltd and Network Rail Insurance Ltd,
are held at fair value and have been measured using
valuation technigues because the instruments are not
regularly traded on an active market.

12.2 London & Continental
Raitways Limited (LCR Ltd)

LCR Ltd is recognised at fair vaiue as at 31 March 2020
and 31 March 2019. The valuation is based cn four
compoenents: investment properties; cash and working
capital; property developrment around Stratford (through
its joint venture, Stratford City Business District Ltd); and
the Manchester Mayfield site.

The valuation was performed by selecting the valuation
techniques for sach component that a knowledgeable
investor would use. For the most part, these reflect
surveyors' valuations of properties. In performing these
valuations, surveyors make estimates and assumptions
arcund rental vields, voids, occupancy rates and rent-
free periods. Changes in these assumptions could
increase or decrease the reported valuations. It is
considered that all properties and developments are
currently being held or developed for their highest and
best use.

3_Financial_Statements_2020.indd 253
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The surveyors' valuations have identified COVIR-19

as a source of "material valuation uncertanty” as
defined by the RICS Valuation - Global Standards,
effective 31 January 2020. The surveyors make the
following inference: that this does not mean that their
valuations cannot be relied upon. but rather that less
certainty should be attached to those valuations. For
example, recent transactions for a specific type of
property in a specific location may not form as reliable

a precedent for a property’s current value as under
normat circumstances. Given the valuation approach. we
consider that the resulting valuation is tevel 3 in the IFR3
13 higrarchy.
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The valuation identified the following change of value,
which has been recognised in other comprehensive net
expenditure. The change in fair value in 2019-20 reflects
a dividend to the Department. offset by gains on the sale
of investment properties and inventories.

2019-20: (£6m)

2018-19: £11m

|
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12.3 Train Companies -~ London
North Eastern Railway Limited

London North Eastern Raitway Ltd (LNER) is a whally-
owned subsidiary of DOHL. The Secretary of State
terminated the passenger service franchise agreement
with Virgin Trains East Coast 1o operate the East
Caast Mainline on 24 June 2018. On that day, DOHL
took contro! of the franchise, Virgin Trains East Coast
transferred assets and liabilities related to the ranchise
and the East Coast Mainline was rebranded as the
London North Eastern Railway. Since that date, LNER
has operated the franchise under a contract with the
Secretary of State, which expires in June 2023,

Given the remaining duration of that contract, the
shareholding in LNER has been valued at the company's
net assets, which is considered to approximate to fair
value. These net assets chiefly comprise working capital
balances. Summarised accounts for LNER Ltd can

be found in Note 27.2. We consider that the resulting
valuation is level 3 in the IFRS 13 hierarchy. The Group
has efected to account for fair value movemenis through
ather comprehensive expenditure.

The valuation identified the following changes of value,
which have been recognised in other comprehensive net
expenditure:

2019-20: {£16mi
2018-19: £68m

12.4 Train Companies - Northern
Trains Limited

Northern Trains Ltd (NT) is a wholly-owned subsidiary of
DOHL. The Secretary of State terminated the passenger
service franchise agreement with Arriva Rail North Ltd
to operate the Northern network on 1 March 2020. On
that day, DOHL took control of the franchise, Arriva

Rail North Ltd transferred assets and iiabilities related

to the franchise. Since that date, NT has operated the
franchise under a contract with the Secretary of State.
which expires in June 2023.

Given the remaining duration of that contract, the
sharehoiding in NT has been valued at the company's
net assets, which is considered 1o approximate o

fair value. These net assets chiefly comprise lease
assets and fiabilities. and working capital baiances.
Summarised accounts for NT can be found in Note
27.3. We consider that the resulting valuation is level 3 n
the IFRS 13 hierarchy. The Group has elected to account
for fair value movements through other comprehensive
axpenditure.
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The valuation identified the following changes of value,
which have been recognised in other comprehensive net
expenditure:

2019-20; £35m
2018-19: n/a

12.5 Network Rail Insurance Limited

Network Rall ingurance Lid was estabiished by Network
Rait to act as a "captve” msurance carmpany, to have
direct access to reinsurance markets, minimising the
volatility of insurance premia and retaining profits within
the Group.

Network Rail Insurance Ltd is recognised at fair vajue
reflecting its role as a provider of insurance cover

for Network Rall and its subsidiares and associates.
wManagement aim to operate the campany at a break-
even level over the longer term, but results can fluctuate
materially from year to year.

The valuation was performead by KPMG using the
Adjusted Book Value (ABV) approach as at 31 March
2015, which has been updated for changes in net
assets between 1 April 2015 and 31 March 2020.

This is an accepted valuation technigue for ingurance
companies. The net assets of Network Rait Insurance
Ltd have increased due to profitable trading in the year
and the book values of assets and liabilities are therefore
adjusted to fair values. This includes adjustments to
reserves for claims reported and for claims incurred but
not reported to the mig-point of the range of reasonabie
estimates. Summarised accounts for Network Rail
insurance Ltd can be found in Note 27.5.

The valuation identified the following changes of value,
which have been recognised through &ither cperating
expenditure or other comprehensive net expenditure:

2018-20: £34m
2018-19: £30m

This is considered 1o be a level 3 valuation.

12.6 Interests in jointly
controlled entities

Network Rail's joint venture investments in the Station
Office Network, West Hampstead Square, and Sclum
were valued at an aggregated amount of £26m at

31 March 2020 (2019: £25m} and updated for changes
in net assets between 1 April 2019 and 31 March 2020.
Most of the net assets comprise properties that

are revalued annually. This resulted in an upwards
revaluation of £2m in 2019-20 that has been recognised
in other comprehensive net expenditure,

This is considered 1c be a level 3 valuation.
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13. Public Dividend 14. Derivatives
Capital (PDC) Before Network Rait was reclassified to the central

government sector in 2014, it ralsed debt finance
The core Department has invested £33m in DVSA as principally through the sale of bonds. To manage the
PDC (2019: £33m). In accordance with the FReM. PDC associated risks, such as foreign currency exchange
s carried at historical cost less any impairment. There is gk and interest-rate risk, it purchased derivatives
no indication of impairment as at 31 March 2020. which fix the exchange rate or interest rate. Similarly,
it purchased derivatives to manage risks associated
with the purchase of goods or services. It uses hedge
accounting for these arrangements where appropriate.
lts portfolio of derivatives includes those purchased
for debt raised during Control Period © before it was
financed by ioans and grants from the Department.
Network Rail now purchases derivatives only to manage
risks refated to the purchase of goods or services.
Note 30.2 shows when derivatives mature.

The fair value of derivatives is estimated by discounting
the future contractual cash flows using appropriate yield
curves based on guoted market rates as af the current
financial year end. These are considered to be level 2

valuations.
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Financial assets held at fair vatue through the SOCNE

Departmental Group Departmental Group —j
Fair Value Notional Fair Value Notional
amounts amounts
£m £m £m m
Cash flow hedges
Cross-currency swé:b‘éﬁto hedge debt issued uﬁa'eF ) o a
the Debt Issyrance Programme 138 128 126 128
Non-hedge accounted derivatives - -
Cross-currency swaps to nedge debt ssued under -
the Debt Issurance Programme 98 198 95 198
Interest rate swaps o 245 10,670 © s g
Forward foreign exchange cor;{ractss 3 1 S 2
484 10,997 351 11,039
included in non-current assets 474 9,396 340 9.550
inciuded n current assets 10 1,601 "o 1asg
484 10,897 351 11,039
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Financial liabilities heid at fair value
through the SOCNE

Departmental Group Deapartrmentat Group

Notional National

Fair Value amounts Fair Value amounts

£m £m £m £m

Derivative financial instrument liabilities

Cash flow hedges -
_In—te_;esi ra@ .swaps - (11) {130} —_V‘_ﬁﬂ?)_iiyg@)f
"Non-hedge accounted ' S
Interest rafe swaps 1o hedge debt issued under the S

Debt Issurance Programme {883) (12,380 (1,016} (19,852
Forward foreign exchange contracts (1) @ @ @8

{895} (12,532 (1,G33) {20,03G;

Inciuded in non-current liabifity (847} (9,343} @81 (15,055)
ncluded in currert labitty (48) 3188 B2 (4975

{895} 12,532 (1,033 (20,0930}
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15. Investment in
Associate

The Department holds an investment in NATS Holdings
Ltd (NATS). NATS is the sole provider of en-route air
traffic contral services to flights within the UK Flight
Information Regions and the Shanwick Cceanic Contrgl
Area and provides air traffic contral services to fourteen
UK airports, NATS is accounted for as an associate as
the Department holds the minority voting rights in NATS
{31 March 2019 and 2020: 48.9%).

In previous years, the Department recognised its

share of net assets, profits and other comprehensive
net income / expenditure based on the audited
financial statements published by NATS. NATS has

not published its 2012-20 financial statements to-date
and therefore the Depariment has estimated the full
year performance and position based on the unaudited
interim financial statements avallable to shareholders.
Using the net asset position as at 30 September 2019,
and movemeants to that date. the Department has then
adjusted for the interim dividend paid subsequently.
Given the significant uncertainties faced by the aviation
sector from March 2020 onwards in the context of the
COVID-19 pandemic, and the ongoing work of NATS.
the CAA and the Competitions and Markets Authority
to finalise NATS' regulatory settiement. the Department
has not made any estimate of profits or iterms of other

3_Fmancial_Statements_2020.indd 257

comprehensive income arising after 30 September.
NATS' accounts for recent financial periods demonstrate
that it typically generates most of its profits in first 6
months of the year. Whilst the Department recognises
there will be additional movements in NATS' Statement
of Financial Position between 30 September 2018 and
31 March 2020 which may be significant to NATS at

an individual entity-level, these are not expected to

be materiat to the Department's investment and these
Departmental Group accounts. NATS' actual financial
resuits for the year will be published by the end of 2020.
The value of the Department’s investment 1s shown on
next page, followed by the Department’s estimated
financial results for NATS (2018-13; actual audited
results).

The Department has made an assessment of whether
the carrying amount exceeds the invastment’s
recoverable amount and has concluded that no
impairment is required. In forming this conclusion, the
Department has considered the strategic importance
of air traffic control to the UK and the basis on which
NATS’ revenues are regulated, to achieve an efficient
return on its regulatory asset base.
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Note 4 discioses the share of the associate’s non-
opserating and cperating income/{expenditure) as

£29m and £1m respectively. The £29m represents the
dividend paid by NATS to the Department, and the £1m
represents the share of the profit/loss reported (£30m)
and the dividend paid (£29m).
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£m '
Balarce at 1 Agril 2018 431
Shareof profs /sy - w .
Share of impact of mmal appEaitrloTofﬁnggrﬁrlaF?Si 5\ I _—;7?
%:egot/her co?nprehenswe net income / :exgeﬂdlture} T H
Share of otner movements. inc. dividend paic fom NATS tooff @9 l
Balance at 31 March 201 9 380
Egare of proﬂts / {joss) o o - - 30
Share of other éomprehenSave net mcome_/(?q;ﬁtu-re\__ T ) 43) l
Dwidends | pald fomNATS o DT 29
Balance at 31 March 2020 338 I
| Financial resuts ofassooiate | 2000|2010
{September l
2019 !
position,
adjusted
for dividend l
payments {actual
to March auchted
2020) amaounts)
£m £m I
Balance at 31 March
‘Noncurentassets . qas a1 l
Gurent assets 407 1370
Curtent habiites - = = e
Nor curent labities ' " (856) & .
Net assets 861 778
Profitfor the yeart 62 82 l
Other Comgggensw‘ue |H;;?e£(expe;(;@el- for thé—y?ar T 89) __(137J
Dwidends paid durlng the year {59) o (595 7 l
771-:;15;3par1mem eqtlmales NATS ful\ y;r_rev;;s io&lﬂﬁa .arerﬂiaterlﬁsma{o Re for 20151\9017£886m -

. ! .
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16. Inventories

Core Core
Department & Departmental Department & Departmental
Agencies Group Agencles Group
£m £m &m £m
Raw materials, consumables & work-in-progress - 315 - 277
Current assets - 315 - 277
Properties acquired under the H32 exceptional
hardshp and related schemes 501 591 535 535
Raw matenals, consumables & work-in-progress 5 5 4 4
Non-current assets 596 596 539 539
. 2
The inventories disclosed under Core Department & &
Agencies for HS2 relate to land and properties acquired %
during the construction of High Speed 2. Inventories are (,%
classified as non-current assets because: )
[&]
c
» therg is no intention to selt the land and propertias in .E
the short-term, or
» they relate to Phase 2b of the programme and should
ke reclassified to AUC when the criteria for capitaiisation
have been met and legisiation has progressed sufficiently.
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17. Trade and Other Receivables

2019-20 2018-19

Core Core
Department & Departmental Department & Departmental
Agencies Group Agencies Group
£m £m £m £m

Amounts falling due within one year:

Trade receivables - 24 53 T w T sz

Trad;saé@]es - corntrac{;zgr-xrrtizuistomers 4 438 - _? - _E)O

Deoosits and acdvances 1 2 122
7VAT regenvab\‘es - 10 368 - 6‘* *éST
Other recevables 112 &7 2 41
Collateral placed with banking counterparties : saa - 727
Prepayments and accrued ncome 187 a3 215 408

Current part of NLF loan I - - T

Total current 338 1,960 413 2,082

Amounts falling due after more than one year:

Trader receivables c - 21 20 I
Other recevaples 2 T 2
‘Network Rail Golateral Faciity 410 - e -
—Fsrepayrﬁasr and a';crued-Tcome‘r - - 11 ST —_1?

Total non-current 433 32 686 14

Total current and non-current m 1,992 1,089 2,046

| | 3_Finarcial_Statements_2020.ndd 260
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18. Cash and Cash Equivalents
| e 201340

Core Core

Department & Departmental Department & Departmental

Agencies Group Agencies Group

£m £m £m m

At 1 April 213 814 147 1.133
Net change in cash and cash equivalents o 318 160 66 319

At 31 March 531 974 213 814
The fom:\;nng 'brélﬁances were held at: N -
Government Bankkné--sﬂe:\;ice 526 585 207 284_
‘C“,;;)'rrﬂmercuak banks and cashiir: hamd o 5 389 i ) -6 _58_6 '

At 31 March 531 974 213 814

The core Department sought additional Supply funding
in March 2020 to meet the cost of the Group’s response
to the COVID-19 pandemic at the end of March. The
payments for some of these responses. such as the
Emergency Measure Agreements (see Note 3.2),
occurred at the start of April. As a consequence,

the core Department carried a larger cash balance

at 31 March 2020 than it normally does. The balance
is offset by a liakilty in Note 19, "Amounts issued from
the Consolidated Fund for Supply but not spent at
year-end”, which is also higher than normal.
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19. Trade and Other Payables
Y ) )

Core Core
Department & Departmental Department & Departmental
Agencies Group Agencies Group
£m £m £m £m

Amounts falling due wuthm one year:

Trade payables - 320) 959) (109) (926
Otner payables (26) (317) s (@31)
T/AfT:t?}ér taxatwor?a?d SOC\ﬁal SeCL;ty T (7} (91) o 77\7(6? - a
ceas (1,081) @057 @) @394

Deferred income (71) {152) (79—)m &Uéa

Fnance leases : - - ©

PFl and other servicré conces-swo—r‘@r.rangemmjﬂ {3 (84) T) 7(86)

Col\atera\ receKred fromv t;n_kfﬁg Coumerpamés‘_“ - {120 (387)
Tkﬁounts ls;;:d from 1he_(?—@756m—aTeéde for ) T

supply but not spent at year end (603) {503) (188) (188)
"Consohdat?j_i:und Extra Recexpts d_uezihe ' '

Consohdated Fund (Received) (28 (28} 27 @7)

Total current {2,000) {5,311) (3,297) {5,703

Amounts falling due after more than one year:

Otrer payables (51) (147) 69) (261)
Deferred mcome (1,009) 1,2200 (1 15-?1')7‘ )
“Fnarce leases - - —(97
;l and other serv_ice concession- arrangememé 12 {1,364) T TSSiW 1,382

National Loan Fund loans - {1 (1)

Total non-current " (4,163 {2,131) (1,239 {2,982)

Total current and non-current {3,171) {8,042) (2,536) (8,685)
"Accruals” and "Deferred income” were presented in During 2019-20 HS2 Ltd paid £569m 1o HMRC (which

aggregate in prior years. Deferred income inciudes

£424m for contract balances in respect of deferred ruling on HS2's VAT status.

revenue from contracts under IFRS 15 (2018: £266m).
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20. Borrowings

Financial liabilities

Balances in the Core Department and Agencies column
relate to the core Department’s otligations to CTRL
Section 1 Finance plc and LCR Finance ple for their
external borrowings. These obligations are eliminated on
censolidation,

Departmental Group borrowings are instruments issued
by Network Rail, CTRL Section 1 Finance plc and LCR
Finance pic. Further information of the movement of
borrowings is available in the financial statements of
Network Rail. CTRL Section 1 Finance pic and LCR
Finance plc.

Lease liabilities

Following the adogtion of IFRS 16 with effect from

1 April 2019, as explained in Note 1.8, the majority of
the Group's leases, treated as operating ieases until

31 March 2019 (as shown in Notes 3.2 and 10.2). are
recognised on-balance sheet as nght-of-use assets

and lease liabiities. Further disclosure is provided in
Note 7. Lease liabilities are presented under borrowings,
because they have similar characteristics: they are
interest-bearing and have long-term maturities. However,
they are not financial instruments within the scope of

IFRS 8, and therefore are not subject to all the disclosure
requirements. Interest costs are disclosed in Note 3.7.

v
Core Core 5
Department & Departmental Department & Departrmental %
Agencies Group Agencies Group _'g?_
£m £m £m m §
1.085% sterting index linked bond due 2052 - (141) - (137} i
0% sterling ingex Iinked bond dug 2052 . (154) 129)
"2.334% Asset Backed Index Linked Notes due 2051 814) ®11) (791} (789)
5.19% stering ond due 2061 (1.107) (1,101 {1101 (1.101)
1.003% sterling index linked bond due 2057 - (27) S e
0,539 ; é{éﬁh'g index linked bond due 2051 - (136) - (133)
0.517% sterling index inked bond due 2051 - {136} - (133)
0% stering index linked bond due 2051 ) - (154) - (149)
0.678% steriing index inked bond due 2048 - {134} - (131)
1.126% sterlng indlex inked bond due 2047 ; (5.:819) - (6.685)
0% sterling index finked bond due 2047 - 99) 95)
1.1336% sterling index linked bond due 2045 - (55} - T 53)
1.6646% sterling index linked bond due 2044 - (308) - (209)
1.1565% stering index finked bond due 2042 - e - 60
T11795% sierling index finked bond { due 2041 - (75) - 73)
1.2219% sterling index linked bond due 2040 - (302) - c94)
1.2025% sterling index linked bond due 2039 - 82 ) (80}
4 5% sterlng bond due 2038 (428) (428) (428) 428
4.6535% sterling bond due 2038 (100) - g OO)
1. Eé%_é{éﬁnng index linked bond due 2037 - 5,717) o (5578)
' 5.234% Asset Backed Fixed Rale Notes due 2035 ' {424) (441) (498) - 516
4.75% sterling nond due 2035 i - (1,234) 1,232}
1.6492% sterling index linked bond due 2035 - (459) o 447y
4.375% sterling bond due 2030 . - 872 B72)
4.5% sterling bond due 2028 (1,236) (1,236) {1.235) (1235
1.75% sterling index linked bond due 2027 - (5,548) (5,435)
4.615% Norwegian krone bond due 2026 - (47) e
4.57% Norwegian krone bond due 2026 - (13) 15y
1.9618% sterling index Inked bond due 2025 ) - (389) T @re
4.75% stering bond due o024 - 743) . (742)
- (399) T (398)

3% sterling bond due 2023
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Core Core

Department & Departmental Department & Departmental

Agencies Group Agencies Group

£m £m m £m

2.76% Swiss franc bond due 2021 - (251) - (231)
2 315% .Japanese yen bond due 2021 - (77 T _Ef
2.28% Japanese yenbond ce 2021 - on 7 )
2.1 5% Japaﬂese yen bond due 2021 N - 77 I (;‘5
4.625% stering bond due 2020 - (1,000} - {1,000
“Index-inked European Investment Bank due 2036 B -
(£243m) and 2037 (£241m) - (514) - {(500)
Financial liabilities (4,003) (29,217) (4.053) (28,766)
Lease liabiltes ' ' 7 {427 (937) - =
Total borrowings {4,430) {30,154) (4,053) {(28,766)

Of which

Curent (172) (1,297) MT' 19y
‘Non-curent 4,258) (28,857) C o (2942)  (28.647)
{4,430} {30,154 {4,053) {28,766)

Current borrowings include bonds maturing in the next
12 months plus stage repayments of other bonds, and
lease liabilities due within the next 12 months.

The following table analyses the BDepartment’s exposure
to interest and inflation risk on the financial liablities
above, Note 31 analyses the financial liabilities by IFRS
9 treatment and the fair value hierarchy.

Core Care
Department & Departmental Department & Departmental
Agencies Group Agencies Group
m £m £m Cm
Analysis by interest rate and inflation risk exposure
Nominal ) ' ) (3,189) (8,096) (3.262) 8142y
Index-linked (814) (21,121) ’ (791) ) (20,624
{4,003} (29,217) (4,053} (28, 766)
£m
At 1 Apri 2018 (30.304)
Net cash paymems‘ 1 80?
‘Non-cash movements - - o o
Captalacoreton (520
Exchange diﬁerences T - —TS)
Far value and other moveméms - o o o ﬁ
At 31 March 2019 (28,766)
Wal cash payments - 74
Non cash movemer\ts ) )
Capna\ accretlon e e {535)
E;change dnﬁerences - o (19)
mkue and -E n;overnemé-—;i T 29
Change In lease labilities T {(937)
At 31 March 2020 (30,154)
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21. Financial guarantee contracts

Rail's debt holders, with a total outstanding debt as

at 31 March 2020 of £24,686m (2019: £24,196m).

The indemnity expires in 2052 and is recognised as a
financial guarantee contract. The indemnity reduces

the cost of borrowing for Network Rail. Network Rail
paid a fee to the Department until 31 March 2019 for
the aquivalent benefit of reduced interest charges on its
commercial gebt. The discountad value of the indemnity
over the remaining period is calculated to be as shown
in the table below.

Core Department and

Agencies
£m 2
Balance at 1 April 2018 11.044) E
Charge inyear o ) S o REER
Amortised to incomémm N 2866 g
--L};IW\ﬂdlrjg otdiscount N B (Tﬂ L%
Balance at 31 March 2019 (4.066)
Chargé?n year 12
Amortised 1o incorme - 266
Unwinding of discount o 7 (150) )
Balance at 31 March 2020 (3,938 N

I The Departmeant has given an indemnity to Naetwork

| 3_Financial_Staternents_2020.indd 265 '4”
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22. Deferred Taxation

Deferred tax relates to the activities of Network Rail
only. The liability balance relates principally o taxable
temporary ditferences arising because accelerated
capital allowances that affect the tax base exceed
accounting depreciation. NG adjustment is made in
respect of the revaluation of the Ratway Network in
these financial statements to Depreciated Reptacement
Cost. The Department befieves that the valuation of the
Railway Network in Network Rail's financial statements
{on which the deferred tax workings are based) provides
the best basis for assessing temporary differences that
would affect the future assessment of tax if the relevant
assets were realised.

No other deferred tax is recognised as the majority of

the Departmental Group’s activities are classified as non-

business.

Deferred tax at 31 March 2020 is calculated at a rate of
19% (2019: 17%;) based on tax rate expected to prevail
based on legislative enactments at the point temporary
differences resolve, [he amount at which temporary
differences crystallise is sensitive to the decisions cn
future tax laws to be taken by Parliament.

UK corporation tax is calculated at 19% (2019: 19%).

2018-19
Departmental Group Departmental Group

£m £m

AT April

(3,003)

Opearating gain / (0s3)

(396) (5

Other comprehensive income/(expenditure)

(181) {(443)

(2.508)

At 31 March

(3,680) (3,003}

Some deferred tax assets and fiabilities have been
offset. The following is the analysis of the gross
deferred tax balances.

Deferred tax habilities

(3,605) (3.123)

Deferred tax assets

25

120

{3,580) {3.003)

Under IAS12 deferred tax assets can only be
recognised where it is probable that taxable profits

will be available against which the deferred tax asset
can be utiised. As in 2019, it remains improbabile that
Network Rail will produce a level of taxable profits that
will aliow for recognition of a deferred tax assat relating
to the trading losses carried forward. Additionalty.

whilst laxable income does not exceed allowable
deductions in the vear, Network Rail claims only the
capitat allowances sufficient to claim for group relief and
available tax credits, The deferred tax asset on Network
Rail's tax Iosses of £3,142m (2019: £3,144m} and surplus
advanced corporation tax of £37m (2019: £37m) has not
been recognised as it has not been possible to forecast
future profits with sutficient certainty.

3_Financial_Stalements_2020C.indd 286
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Industrial Disease Claims

The British Railways Beard was a major employer

for some 50 years (with up to three-quarters of a
miliion employees at one time) and was responsibie
for industrial injuries, and other employment- and
environrment-related claims resulting from its activities.
Some industrial diseases are slow to develop, and
therefore the claims do not arise until many years after
he refevanl ennployrtienl ceases. 1t 2001, Tulluwing
privatisation, the responsibility and liability for these
claims transferred to British Rallways Board (Residuary}
Ltd (BRBR), and when BRBR was aholished in 2013,
they passed tc the Department for Transport.

During 2012-20. the value of this provision has decreased
from £279m to £241m. There has been a 27% decrease
in the numiber of outstanding disease and injury ciaims
{from 294 to 216 during 2019-20), which is offset by
unwinding the discount rate. resulting in g £26m credit

to the SOCNE (2019; £8m). £13m was paid out in
settlement of such claims during the year {2019: £13m).

National Freight Company Pension

The National Freight Company {NFC) was created by the
Transport Act 1980 to be a successor to the nationalised
transport company, the National Freight Corporation, in
anticipation of privatisation. The Government agreed 1o
fund some benefits already granted to employees. This
provision includes two elements:

» pension trustee (31 March 2020; £35m; 2019: £41m}
— reimbursement to NFC pension trustees in respect
of payments covering unfunded pension service with
NFC before 1 April 1975 (Part Ill. Transport Act 1980);
and

» travel concession (31 March 2020: £8m: 2019:
£om} — reimbursements to NFC and its subsidiaries
for providing travei concessions 10 staff previously
empioyed by the road transport division of British
Rail (321, Transport Act 1978 and Schedule € to the
Transport Act 1980}

HS2 Land & Property

The Department holds varicus provisions to cover

the purchase of land and properties acquired under
different HS2 schemes and processes (31 March 2020:
£1.041m; 2019: £1.003m). These include: compulsory
purchase orders (£824m); statutory blight legislation
(£107m); the Need to Seill scheme (£26m); Rurai
Support Zone Scheme (£5m) and specific agreements
with various corporate entities (£79m). The HS2 project
will be deiivered in three phases. The provision for
compulsory purchases currently reiates to the first
phase, whereas the provisions for statutory blight, the
Need to Selt scheme and Rural Support Zone cover
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all three phases. By value, the year-end provision for
Compulsory Purchases covers 62% “active” and 38%
“inactive” cases {2019: 51% active, 48% inactive).
Note 1.21.2 describes the key estimation factors
affecting the valuation of land and property provisions
connected with compuisory purchase orders, which
represent the majority of this balance.

VAT

During 2018-19, Highways England provided £98m for
outstanding HMRC rulings on specific tax regulations
governing its ability to reclaim VAT on ‘Design-Build-
Finance-Cperate’ schemes (£42m), Hybrid schemes
{£34m) and the National Roads Telecommunications
Service contract (£18m). During 2019-20 Highways
England settled liabilities of £31m. £56m and £42m for
each of those programmes above. The £44m provision
at 31 March 2020 relates to the potential over recovery
of VAT for preliminary works on Hybrid schemas.

The balance recognised for HS2 Ltd as at 31 March
2018 was transferred to accruals during 2018-18, and
settled in July 2019. H32 Ltd settled the final £12m of
VAT and interest charges after HMRC issued its final
assessment notice in February 2020. The Company
has successfully re-registered for VAT on non-business
activity effective 1 April 2020. A Statutory Instrument is
now in place to allow HS2 to reclaim VAT from 1 April
2020, initially under a HM Treasury Interim Direction as
agreed with HMRC,

Highways England Land & Property

Land and property acguisition provisions relate
principally to the estimated cost of: planning tlight;
discretionary and compulsory acquisition of property;
and compensation for property owners arising from
physical construction of a road scheme. It may take
several years from the announcement of a scheme to
completion of the road and the final settlement of all
liakiities (31 March 2020: £238m; 2018 £233m).

Air Travel Trust Fund (ATTF)

Thease financial statements disclose as a separate
category the balances and movements on the ATTF'S
obligations to the customers of faited tour operators,
which became a material category this year, The ATTF's
purpose. set out in itg trust deed. 18 t¢ compensate
customers who have purchased package holidays or
*fight plus™ holidays from a tour operator that holds

an ATOL (air travel organiser's licence) issued by the
Cwil Aviation Authority. These customers pay an ATOL
Protection Contribution to the ATTE which entitles them
to complete their holiday and then be repatriated fif
their holiday has commenced) or 1o be refunded (if it
has not commenced); these costs are met from monies
held by the ATTF. When a tour operator fails. the ATTF
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recognises a provision of the expected costs, as the
timing and amount of payments are uncertain. The
provision balance and movements have previously been
immaterial in the context of the group accounts, and
have therefore been reflected within “Cther provisions”.
On 23 Septermber 2019, Thomas Cook went into
liquidation, and ali flights and holiday bockings were
cancelled, with an estimated 150,000 Thomas Cook
customers overseas at the time. The Trust provided
£489m for the estimated costs of repatriation and
refunds. As at 31 March 2020, the Trust had paid
£437m in settlement of this obligation. and expect to
compensate all remaining customers within the coming
months. The cest of repatriating passengers stranded
abroad who had purchased flights only and therefore
not coverad by the ATTF scheme. was incurred by the
core Departrment on a discretionary basis. This cost is
disclosed in Note 3.2 and doss not form part of this
provision.

Other

‘Thase headings alsc cover a range of smaller provisions,
inctuding:

? In 2018-19 the Department provided £50m for
onerous contracts relating to freight capacity in
case the UK ieft the EU without a deal at the end of
2019, This was realised on 30 April 2019 when the
Department reached a negotiated settiement with the
ferry companies. Further informatian can be found
in the Losses and Special Payments section of the
Parliamentary Accountability section of this Report.

» |In 2018-19 the Department provided £30m for an
onerous contract with a rolling stock lessor that
obliged the Department to purchase a fleet of trains
originally procured by the British Railway Board,
subject to certain conditions. During August 2019,
those condition were met and the Group purchased
the fleet, thus satisfying the obligation.

» Until 2019-20, the Department recorded an cherous
lease on railway arches in Leake Street beneath
Waterloo station at a value of £31m. On adoption of
IFRS 16 on 1 April 2019, the balance was transferred
from provisions to reduce the value of the right-of-use
asset recognised for this property.

» British Railways Board's (BRB) ex-employees’
pensions (31 March 2020: £8rr; 2619: £8m) -
reimbursement from the core Department to trustees
of the British Transport Police Force Superannuation
Fund in respect of unfunded propartions of pensions
deriving from service with the BRB befare 1 January
1975 (Part |ll, Transport Act 1880y,

» Undertakings and assurances that could arise from
petitions raised by individuals and organisations
opposed to the construction of H32 (31 March 2020:
£8m; 2019: £'6mi.

(Qi

» Highways England has provided for cther liabilities
totalling £8m {2019: £11m). The majority of this is
an estimate of the value of claims received that will
require settlement. Claims arise from third parties
who have suffered damage or injury due to the rcad
network being damaged and are entitled te submit a
claim to Highways England for compensation.

16/09/2020 16:07

jiz)
2
£
@
&
o
&
94}
5
3]
[=
&
£
i




24. Contingent Liabilities

Contingent liabilities may resuit in an obligation

to transfer cash i the future depending on future
developments outside the Group's control. They are not
recognised in the Statement for Financial Position unless
it becomes probable that the group will need to transfer
cash, and are monitored carefully in the meantime. As a
government department, the Department for Transport
discloses contingent liabilities under requiraments

that are broader than those applicable to commercial
entities. This Note discloses contingent liabilities for
which the risk of crystallisation is higher than remote but
not probabte in accordance with 1AS 37. Where these
can be guantified they are disclosed in the table below;
where they cannot be quantified with any degree of
accuracy, they are disclosed in the paragraphs after the
table below.

Quantifiable contingent liabilities
disclosed under |AS 37

The Department has the following contingent liabilities
for which the risk of crystallisation is considered greater
than remote but is not thought probable. Amounts
disclosed reflect [he highesl reasunable eslirtale of he
possible liability. These are summarised by the nature
and purpose of the contingent liability:

31 March 31 March
2020 2019
£m m
Mersey Gateway 1,364 1,422
Commitment by the Department to fund any shortfall of toll revenue from the Mersey Gateway
Bridge to meet Halton Council's financial obligatrons under the Demand Management
Participation Agreement.
HS2 - Undertakings and Assurances 280 238
HS2 Ltd has given a number of undertakings and assurances where there is an uncertainty
aver whether a ‘prasent obligation’ (as defined by IAS37) exists at year end that could lead to
expenditure by HS2 {1d.
HS1 o 90 20
The HS1 Concession Agreement between the Secretary of State and HS1 Ltd specifies that
the Secretary of State would be llable 10 pay compensation following potential changes to the
Railways (Interoperability) Regulations.
Network Rail 125 35
Guarantees issued by Network Rail 1o financial institutions in respect of its own activities and the
actiities of businesses 1t whoily or partially owns.
Legal claims 114 168
From time to time, the Departrmental Group experiences legal claims and challenges which it
defends wherever appropnate. The change In exposure reflects changes in the volume and values
of active cases dunng the year.
Guarantees to promote investment in railway assets 96 440
Under the Railways Act 1993, the Transport Act 2000 and the Channel Tunnel Rail Link Act
1996, the Secretary of State has provided guarantess to premote nvestment in the rail sector.
Significant prograss was made towards achveving major milestones during 2019-20 (in particular,
on the Intercity Express Programmel, thus remowving significant components of the nisk that the
guarantees were issued t0 manage.
Total 2,069 2,323

Seme members of the Departmental Group provide
guarantees to other entities consolidated into the
Departmental Group; as these items are intra-group,
they are eliminated cn consolidation and not shown

in the table above. for example. the core Department
provides a guarantee to British Transport Police Authority
to cover the pension liabilities, which are shown in Note
25, Pensions,
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During 2019-20 Highways Engiand changed its palicy
with regards to the disclosure of contingent liabitities
relating to land and property acguisitions. Highways
England was recognising potential claims before a
preferred route had been announced, which led to the
value of contingent liabilities being inflated by £1,138m
on 31 March 2019.
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Unquantifiable contingent liabilities

The following guarantees, indemnities, statutory
obligations and letters of comfort cannot be guantified
with any degree of accuracy:

» Infurtherance of transport infrastructure projects,
the Secretary of State has incurred liabilities for
statutory biight. This includes obligations in respect
of Crossrail 2 and, since June 2018, Heathrow
expansion. Property owners within the affected areas
may be eligible to serve a Blight Notice asking the
Secretary of State 1o buy their property. As this is
unquantifiable, it is presented as a contingent fiability.

» Under the H31 Concession Agreement, the Secretary
of State would be liable for compensation in the
event of changes in law or other events eguivalent to
increases in operating costs or loss of revenues. 1t s
considered impracticable to provide a reliable single-
point estimate. However, the maximum potential
exposure during the remaining term of the current
Control Pericd is considered not to exceed £100m.
This has been reclassified frem being a remote
contingent liability as at 31 March 2019.

» The Department issued safeguarding crders in
2013 and 2017 for the proposed route of HS2. This
creates an obligation on the Department to purchase
properties which have been blighted. A provision
has been recognised for the cost of properties the
Department has accepted as blighted, and where the
purchase price has been substantally agreed. Any
remaining liability is classed as a contingent liability,

» As part of the normal course of business, HS2 Ltd
has given indemnities to individuals and companies
who could be impacted by the construction of
HS2. A number of Protective Provision Agreements
have been made with either special status or utility
companies that include indemnities in relation to HS2
Ltd's work as Nominated Undertaker for constructing
M52, These agreements go nc further than the
provisions made in the Phase 1 Hybrid Act and the
Phase 2A Hybrid Bill that provide for protection,
repair, compensation and indemnification from third
party claims,

*» Following the UK's decision to leave the European
Union, the Government announced in August and
October 2016 that EU funding streams would be
guaranteed. For the Department this covers its
activities under the Cornecting Europe Facility.

In recent years the Department has administered
variable amounts under this facility between C4m
and £13m per annum.

25. Pension Schemes

Past and present employees of the core Department and
its agencies are generally covered by the provisions of
the Principal Civit Service Pension Scheme. The Principal
Civil Service Pension Scheme and defined contribution
retirement benefit schemes are described in the People
and Remuneration Report in the Accountability Report.

Overview of the schemes

This Note provides disclosures on the Departmental
Group's obligations in respect of the defined benefit
pension arrangements for which it is the designated
employer. Al of the schemes are funded.

The Department applies IAS 19 to all these schemes;
conseguently. the share of any deficits or recoverable
surplus in the pension funds is recognised in the
Statement of Financial Position.

Network Rail and the British Transport Police Authority
are the designated employers for their own defined
benefit pension schemes, and the Secretary of State for
Transport fulfils the role of the ‘designated empicyer' for
the other four schemes listed on the next page.
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Key data

Network Rail (RPS)
{includes RPS 60 and
RPS 65)

Qpen ta employees
with five years' sefvice
(RPS 60 closed to
new joiners from 1 July
2012).

Shared cost
(employer’s share:
60%j) final salary-based
(subject to capping);
linked to CPI.

1/60 {RPS 60 and

RPS 65) average final
pensionable salary
minus 150% final basic
state pension (RPS 60}
or 756% final basic state
pensiorn.

¢ Normal retirement

Scheme N Openlcﬂ;sed Basi"s Accrual Rate ) ‘

age

Either 63 {for RPS &0}
or 65 {for RPS 65}
{reflected in contribution
rate).

Network Rail {CARE)* QOpen to all employees.  Shared cost 1/60 average BS
{employer's share: 60%} pensionable salary.
career average revalued
earnings, linked to RPI
up to 31 March 2016
and CP! thereafter.
1994 Section (RPS) Closed to new Fina! salary-based, Not applicabie, as 80
members and accruals:  linked to CPI. scheme is closed to
members are those new accruals.
who were pensioners
and preserved
pensioners of BR at the
time of privatisation.
British Raitways Closed to new Not applicable, as 60
Superannuation Fund members and accruals. schema is closed to
(BRSH) new aceryais.
British Raitways Shared  Open to eligible Shared cost 1/60Q final salary. 60
Cost Section (RPS) members. (employer's share:
60%), finai-salary
based, linked to CPL.
British Raitways (1974)  Closed to new Supplementary to other  Not applicable, as B0
Pension Fund members and accruals. RPS schemes. scheme is closed to
new accruals.
British Transport Police  Pre-2007 and 2007- Al schemes: Shared Pre-2007 scheme: Pre-2007 scheme:
Force Superannuation 2075 schemes: cost (employer's share  1/45 less /30 the 55.
Fund (BTPFSH)* closed to new 60%) basic state pension).
members. 2007-2015 scheme:
Pre-2007 scheme: 2007-2015 scheme: 55 ar 65 depending on
Post-2015 scheme: final salary-based. 1/70 final salary. circurnstances.
open to eligible
members. 2007-2015 scheme: Post-2015 scheme: Post-2015 scheme:
final salary-based. 1/55.3. B0 or 65 depending on
circumstances.
Post-2015 scheme:
caraer average revalued
earnings, linked to CPi.
British Transport Police  Open to new members. Shared cost 1/60 final average 60

Section of the Railways
Pension Scheme
{RPS)

(employer’s share:
609%}, final-salary
based, linked to CPI.

salary iess 1/40 of the
basic state pension.

*More details apout these schemes can be found in e accounts of Network Ral and the Brnsh Transport Police
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Formal actuarial valuations

A formal actuarial valuation of the 1884 Section as at
31 December 2019 will be undertaken by the joint
actuaries (Willis Towers Watson and the Government
Actuaries Department {GAD)) over the course of 2020.
The report relating to the previous actuarial valuation
as at 31 December 2016 was published on

31 December 20109.

A formal actuarial valuation of the BR Shared Cost
Section for funding purposes was undertaken by the
joint actuaries (Willis Towers Watson and GAD) using the
projected unit method with a valuabion date as at

31 December 2016. The final valuation report was
published on 1 June 2018. The next actuarial valuation
as at 31 December 2019 is underway.

The net pension liability by scheme

Department &
Agencies

i éf

A formal actuarial valuation of the British Railways
Superannuation Fund for funding purposes was
undertaken by the joint actuaries (Willis Towers Watson
and GAD) using the projected unit method with a
valuation date as at 31 December 2016. The final
valuation report was pubtished on 25 October 2017.
The next actuariai valuation as at 31 December 2019 is
underway.

A formal actuarial valuation of the Network Rail schemes
was undertaken by Willis Towears Watson using the
projected unit method with a valuation date as at 31
December 2016.

Core Core
Departmental Department &
Group Agencies

Departmental
Group

£m £m £m £m

2018-19

NR (RPS and CARE)

- (2,070) (2.566)

1994 Section

11,369) (1,369) (1.461) (1.461)

BR Shared Cost Section

(33) (a3) arn @7

British Raillways Superannuation Fuhd (BRSF)

11 A1) (14) T g

BR (1974) Pension Fund

@ @ @ @

BTP Force Superannuation Fund (BTPFSF)

] 480y - B4ty

BTP Section of the Railways Pension Scheme (-F_%F;S)

; (100) e (140)

Total deficit at the end of the period

{t.416) {4,088) (1,526) (4,873)

Shared cost schemes are accounted for using 100% of
the assets. liabilities and deficit positions are inciuded in
measuring pension-related balances except where the
scheme's rules and other circumstanceas fully support an
assumption that the employer will be iiable only for their
share of the deficit. The disclosures in this Note use the
100% basis with the exception of balances relating to
Network Rail.

Network Rail's RPS and CARE schemes are both shared
cost in nature, so the cost of benefits being earned and the
cost of funding any shortfall in the schemes are normally
split in the proportion 60:40 between Network Rail and

the members. These financial statements consolidate the
proportion that relates to Network Rail only.
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Core
Department &
Agencies Departmental Group
Deficit Asset Liabilities Deficit
I'm £m £m o
At1Apizone (1,099 8273 (12803)  (4.330)
_Curent servige Cost ingludng members’ share @ - 34y 347)
Past service costs (43) - {53) {53)
Ir\terest on pension deficwt T o 7@ j\TQd—N ﬁiwg—ﬂN ) ) (1_03)”
Administration expenses - 0) - (10)
“Return o plan assers greater (nan the discountrate 99 372 T G
muvar_la\ gain/(\oss) arising from changss in financial T
assumption (2485) - (B38) 838
“Actuarial gains/losses) on defined benefit oblgaten
due to demographic assumptions - - 40 40
Actuarial gain/(loss) arising from exoeri_ence S T
adjstments {7) - 53 53
Regular contriodtions by employer 3 s . od
Contributions by employees e )
“Benefits p paid e -—(EDT T 510 o
As at 31 March 2019 {1,526) 8.472 {13,345) 4.873)
Current service cost ncluding members share 2 - @arg) (378)
Past service costs S 23 - 23 23
Interest on pension deficn (30) 182 (288) (106}
Administration expgy? T - (11} B (1)
“Return on plan assels greater than the discount rate (100) (155) - (158)
“Actuanal gaT/ﬁcEs) ;smg from cgﬁénégs in firancial
assumption 246 - 1,062 1,082
" Actuarial gains/(losses) on defined benefit obligation
due to demegraphic assumptions - - 162 162
Actuaral gan/Goss) arising from experience
adjustmments {29) - 85 65
Regular?crnthJtEsE emp\oyer 2 145 - 145
“Conwibutions by employees - 16 (16) -
Benefts pad (505 505 -
As at 31 March 2020 {1,418} B,144 {12,210} {4,068)

As shown in the table above, the change in the net
pension labiiity is largely dictated by four factors:

*» actuarial gains or losses, which reduce or increase the
liability

» return on plan assets greater than the discount rate,
which reduce cr increase the liability

*» past service costs, which reduce or increase the
liability

» net interest costs, which increase the hability

The volatility of actuarial gains or losses is pradominantly
due to changes in assumptions, in particutar the
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discount rate net of inflation and demographic
assumptlions, such as iife expectancy. The "experience
adjustments” are caused by experience in the scheme
being different from that expected, such as the number
of retirements is more or less than that assumed.

The "return on plan assets” represents the interest and
gains or Icsses generated on assets that the scheme
irnvests in.

Past service costs anse when an employer undertakes

10 provide a different level of benefits than previously
promised. Follewing the Lloyds judgement in October
2018, pension schemes are reguired to egualise in respect
of Guaranteed Minimum Pensions (GMP} accrued after

17 May 1880. Analyses of the scheme memberships in
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the Group found that only a low number of members are
within the scope of this initiative, therefore, the schemes
made altowances of up to 1% of the total liakilities in 2018-
19 for the cost of GMP equalisation. As stated last year, the
1% was subject to change and in 2019-20 the allowance
has been revised down to 0.4% based analysis of recent
benefit payments including interest. This impact was
recognised as a past service cost in 2018-19 and as a past
service credit in 2019-20 to reflect the updated estimate.

Current service costs are an estimate made by
actuaries cf the benefit earned by employees in the year,
calculated using assumptions in line with IAS 19.

Net interest costs reflect the increase in the prasent
value of the pension liability during the year because
the benefits are one period closer to settlement. The
financing cost is based on the discount rate (including
inflation} at the start of the year and is calculated on the
gross fiability of unfunded schemas and the nat liability
of funced schemes. The expense from unwinding the
discount rate is recognised against net expenditure.

Impact of COVID-19

Pension valuations may be affected by risks arising from
the impact of the COVID-19 pandemic. in particular:
discount rate assumptions, fife expectancy and cartain
pension scheme assets. The value of private equity and
irfrastructure funds at 31 March 2020 may not fully reflect

the impact of the current COVID-19 pandemic as these
assets experience a lag in terms of their valuation. While
the full impact of the COVID-19 pandemic is not known
and will remain uncertain until further evidence has been
astablished, more information is provided in the relevant
sections below, including sensitivity analysis.

Analysis of scheme assets

The asset values disclosed refiect the Departmental
Group's exposure to undertying asset classes through
holdings of units of the pooled funds in which the
underlying assets are held. Underlying assets are
managed by the pension administrator. RPMI. and

the control over economic benefits for Departmental
entities is established through the unitisation of those
funds. The table below iliustrates the underlying assets
proportional to the Departmental entities’ unit holdings
in varicus pooled funds, and thelr position in the fair
value hierarchy of the underlying assets.

Level 1 and 2 assets include diversified exchange-
traded funds valued at open trading prices. Level 3
includes property, private equity and eguity in non-
exchange-traded pooled investment vehicles, which are
measured using valuation technigues that include inputs
based on unobservable market data {unobservable
inputs) and therefore are inherently more subjective than
Level 1 and 2 assets.

Level 1 Level 2 Level 3 Total
£m £m £m £m
Analysis of agsets in significant schemes:
Equites 2,715 - 39 2,754
_P_E-\M/;ite equity and non—exchange-iradéd pooled
investment vehicles - - 1,666 1,666
" Cash and current assets o 1,099 - - 1,009
Pooled invesmt';né'ﬁtﬁvehlc\es 835 - 835
UK property o - - 499 499
Fixed interest securiies 404 66 21 491
Index finked securities 224 - - 224
“Derivatives-futures - 28 - - 28
"Derivatives FX contracts - - (107} - (107)
Other 7 - 7
4,477 794 2,225 7,496
Assets in minor schemes:
Network Rail CARE N 154
Former British Rail schermes exc. 1994 Secton 319
BTPRPS o 175
Fair value of plan assets (Departmental Group) 8,144
3_Financial_Statements_2020.indd 275 »>
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As a result of the economic uncertainty following
measures undertaken in response to the global
pandemic, the valuation of assets held in UK property
and Private equity and non-exchange traded pooled
investment vehicles is subject to an increasad level of
estimation uncertainty at 31 March 2020. If the valuation
of these assets was 5% higher or lower this would
decrease/increase the defined benefit obligation by
£108m.

Amounts charged to operating costs

Core Core

Department & Departmental Department & Departmental

Agencies Group Agencies Group

£m £m £m £m

Gurrert service cost 2 378 2 342

“Pastseviecost 23) @3 a4 &

Nel mirest expense / fnoome) 30 )

7A-dminrstr-a?\;'"e costs and taxes - - 11 S 77)_

Total 8 472 76 508
OFf which:

‘Ermployer pension costs ncluded n Note 3.4 S

‘cther pension costs' 333 3 309

“Pension scheme costs per Note 36 e 73 199

Amounts recognised in other comprehensive expenditure

T T e )

Core Core
Department & Departmental Department & Departmental
Agencies Group Agencies Group
£m £rm £m £m
Return on plan assets greater than the discount rate (100) (155) 99) (372)
Actuarial gain / floss) ansing from changes In assumptions 248 1,224 246 598
Actuanal gam / foss! arsing from expenence adjustments {29) [55] 7 (53)
Total gain / floss) 17 1,134 154 173

16/09/2020 15:07 .

. ’ﬁﬁl



ﬁ ‘ |

Principal actuarial assumptions at the reporting date
(expressed as weighted averagej:

BTP Force

Superannuation
NR {(RPS) NR (CARE) 1994 Section  Fund (BTPFSF)

2018-19
Discount rate T 2.30% 2.30% 2 00% 2.35%
Future pension increases 2.20% 2.20% 2.40% 2.20%
Future pricas increase (CPI unless otherwise stated) 2.20% 2.20% 2.40% 2.20%
Rate of increase In salaries 3.20% 3.20% 3.40% 3.20%
2019-20
Discount rate 2.20% 2.20% 2.25% 2.30%
Future pension increases 1.80% 1.80% 2.00% 1.50% @
R e e J— . - E
Future prices ncrease (CPI unless otherwise stated) 1.80% 1.80% 2.00% 1.50% g
Rate of increase i salaries 2.50% 2.50% 3.00% 2.40% B
e — /4]
3
Scheme Average life expectancy on retirement §
=
Members aged 45 Members aged 65 i
Maies Females Males Females
1894 Section? va n/a 21.3 23.4
Network Rail (RPS and CARE) 228 24.6 211 22.7
BTPFSF 23.6 26.0 22.3 246
At this stage. the impact of the COVID-19 pandemic *The 1994 Section liabilities have been calculated using
cn iife expectations is not known and will remain full membership data provided as at 31 December 2017
uncertain until the effects on underlying population which has not yet been updated. This data was used to
health are known. There is a lag for mortality data to calculate the liabilities as at 31 March 2018, 2018 and
be processed 1o revise the models on which future 2020, The 1994 Section deficit calcuiation also reflects:
mortality expectations are based. As yet, there are no
firm conclusions on the impact on mortality, but this 1) asset valuations as at 31 March 2020 {31 March 2019);
ig expectad to emerge as more data is collected. The
sensitivity analysig on the next page estimates the 2) contributions received by the Section between
impact of changes to mortality assumptions. 1 January 2018 and 31 March 2020; and
3) pension benefits paid over the same timeframe.
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Sensitivity Analysis

The tabie below shows the impact of changes to
assumptions on the net pension deficit.

31 March 2020 31 March 20159

NR (RPS & NR (RPS &
CARE) 1994 Section BTPFSF CARE} 1994 Section BTPFSF
m £m £m £m £m £m
Discount rate
L02s% (547) ©0) ®) 603 azo (oh)
0.25% o 500 9 9a et 120 102
‘Life expectancy S
tyear 322 150 53 T SV
B (322) (150) 3 @9 usy (64
Em?gs increa—sew -
L025% 152 - N
025% {147 - T N
“Price inflation -
10.25% 555 70 88 619 120 97
o0os% 647) 70) ®  @m7e) g2 @7

It is considered that none of the cther schemes expose
the Department to risk of material changes in balances
and transactions ansing from factors surrounding the
actuarial assumptions and their sensitivites. As a result,
this data is not provided for those schemes,

Lower bound

discount rate

The COVID-19 pandemic led to an increased level of
volatility in the discount rate which is used to value the
pension scheme deficit. The table below shows the
lower and upper bound of the fluctuation between 1
March and 30 April 2020 on the same indices reported
in the Principal Actuarial Assumptions section above,
and what the scheme liabilities would be for each
scheme if they were valued using these aliernative
discount rates.

Liability
when using
lower bound

discount rate

Upper bound
discount rate

Liability
when using
upper bound
discount rate

Actual Liability
discount rate | using actual
used at 31 discount rate
March 2020
NR (RPS & CARE} 2.20% 8,241
1994 Section 2.00% 3,510
BTPFSF 1,819
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Risk analysis

Defined benefit scheme liahiiities expose the
Departmental Group to material financial uncertainty,
arising from factors such as changes in life expectancy
and in the amount of pensions payable, Seme scheme
nvestments, such as equities, should offer long-term
growth more than inflation, but are typically more volatile
in the shorter term than government bonds.

The cost of financing defined benefit pension deficits is
borne by a number of parties. For shared cost schemes,
such as the RPS shared cost sections, any increase in
contributions witl be met in part by the employees and
this element of the deficit is not recorded as a liability

on the balance sheet. In the case of the employer's
contributions to both the NR and BTP schemes, any
deficits will be met by increased cortributions by all

the employer participants of the schemes. Shared

cost arrangements resuft in a restriction of net deficit
recognition to the emplover's share, unless there

is a pattern of evidence of the employer accepting
responsibility, on a discretionary basis, for deficits arising
beyond their nominal sharg.

Potential obligation to Merchant
Navy Officers’ Pension Fund

As described in the staff costs disclosures, the General
Lighthouse Authorities wete Participating Employers of
the now closed Merchant Navy Officers Pension Fund
IMNOPF), a defined venefit scheme providing benefits
based on final pensicnable salary.

The MNOPF scheme was closed on 31 March 2016
by its trustees. therefore the Authorities’ employees

no longer participate in the scheme. However, the
Authorities could be liable to contribute towards
histaric deficits along with all employers who have ever
participated in the fund.

The MNOPF publishes full actuarial valuations on a
triennial basis and is unable to determine the proportion
of gross deficit attributable to the Authorities. The
MNOPF’s last fult valuation reported a gross deficit of
£73m as at 31 March 2018, Allowing for the present
value of deficit contributions due after this date, a net
deficit of £9m 15 reported. The trustees published a
recovery plan on 26 March 2019 in which an assumption
has been made for the Fund's assets to exceed the
average discount rate by (0.1%, eliminating the deficit by
30 September 2023. Accordingly, the MNOFF trustess
determined that no additional contributions would be
required in order to eliminate the deficit, The trustees
will review the need for additional deficit contributions as
part of the 31 March 2021 valuation,

26. Entities within and
outside the departmental
boundary

Within the Departmental
Accounting boundary

The foliowing entities were within the Departmentat
boundary during 2019-20 and are reported as part of
the Department’s financial statements. All these entities
publish their own annual report and accounts toc. Many
of these can be accessed from

Executive Agencies

Maritime and Coastguard Agency
Driver and Vehicle Licensing Agency
Vehicle Certification Agency

Arm’s Length Bodies (Executive
Non-Departmental Public Bodies)

British Transport Police Authority

Directly Operated Railways Limited (THis comparny
(069508179} is exempt from audit of its account by virtue
of $478A of Companies Act 2010}

DFT OLR Heldings Limited (reclassified in March 2020
as a Public Corperation by the Office for National
Statistics, which will take effect from 1 April 2020 for
accounting purposes)

East West Railway Company Limited

High Speed Two (HS2) Limited

The Commissioners of Irish Lights

The Commissioners of Nerthern Lighthouses

Trinity House Lighthouse Service

Transport Focus

Arm’s Length Bodies {(Other than
Non-Departmental Public Bodies)

Network Rail Group (Network Rail Limited and its UK
subsidiaries)

Highways England Company Limited

CTRL Section 1 Finance plc

LCR Finance plc

Air Safety Support International Limitad

Air Travel Trust Fund

Train Fleet {2019} Limited (commenced operations in
August 2018)

Transport Focus Wales Limited {commenced operations
in September 2019)

Transport Focus Scotland Limited {incorporated in
October 2019 but not yet operating)
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Not reported within the
Departmentai Accounting boundary

Financial information for the following entities can be
obtained fror thelr separately published annual reports
and accounts.

Public Corporations

London and Continental Raitways | imited
(see Notes 12.2 and 27.1 for further information)

London North Eastern Railway Limited
{see Notes 12.3 and 27.2 for further information)

Northern Trains Lirnited
(see Notes 12.4 and 27.3 for further information)

Crossrail International Limited
{see Note 27.4 for further information)

Civil Aviation Authority

ITSO Limited

ITSO Services Limited

Dover Harbour Beard

Mitford Haven Port Authority
Port of London Authority

Port of Tyne Authority
Shoreham Port Authority

Blyth Harbour Commissioners
Harwich Haven Commissioners
Poole Harbour Commissioners

As described in Note 28 the remaining 12 Train
Operating Companies nct controlied by DOHL were
reclassified as Public Corporations with effect from
1 April 2020.

Non-Ministerial Department and Regulator
Office of Rail and Road

Other Entities

Network Rail Insurance Limited (Guernsey)

(see Notes 12,5 and 27.5 for further information)
NATS Holdings Limited

(see Note 15 for further information}

Marine and Aviation Insurance (War Risks) Fund
Crossrail Complaints Commissioner

General Lighthouse Fund

VCA Southern Europe Sri.

Trading Funds
Driving and Vehicle Standards Agency

Trading funds are typically public corperations. However,
the Cffice for National Statistics reclassified DVSA as a
central government body in 2019, It will be consolidated
into this account from 2021-22, once DVSAR trading
fund status 1s formally revaked in legislation.
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27. Investments in
controlled entities that
are not consolidated

IFRS 10 requires the consolidation of all investees
controlled by the entity. Controi gives the entity the ability
to deploy assets and liabilities and allocate financial risks
and henefits hetween investees, to maximise the success
of the Group as a whole. Consaolidation ensures that the
financial statements reflect this process transparently.
Control is commonly evidenced by ownership of the
majority of voting shares in the investee. However,

for central government departments, consolidation
boundaries are defined by ONS sector classifications,
which are reflected in the Statutory Instrument that
dictates which entities are consolidated. This departure
from IFRSs 3 (Business Comisinations) and 10
{Consolidated Financial Staternents) is in accordance with
the FReM: see Note 1.3 for more detalls.

in some cases, the Department holds controling
shiarehicidings in entities that are not consolidated in

its financial statements. typically because the ONS has
classified them to sectors other than central government.
This could, in theory, permit the Department 1o re-allocate
financial risks or hengfits to these entities in a manner that
results in a materially different presentation of the financial
performance and position reflected in its consolidated
financial statements.

This Note provides a disclosure of these entities’ strategic
rolg, their financial performance and position, and their
transactions with the consolidated group.
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271 LCR Ltd

Strategic role

LCR Ltd was established by a consortium of investors to
deliver the Channel Tunnel Rail Link {(HS1) project. it was
brought into the public sector because the Department
had taken the majority of the project risk. The criginal
investors were bought out in 2008 to restructure the
project finances and the company now manages ard
develops properties with historic associations with the
rail sector (HS1 and former British Rail sites) to maximise
the commercial benefits to the taxpayer.

Financial performance and position

LCR Ltd's mest significant assets are investments in
property development partnerships, investment properties
and cash realised from property sales. These in turn drive
the most material components of its profits. The data
kelow comes from the company's financial statements
for the year ending 31 March 2020. These are prepared in
accordance with IFRS, and all items are measured on the
same basis as applied by the Department.

£m £m
Stratford City 64 69
Inves_t_%ént properties and PPE o . 232 210
Nan-current reééi(/ables from related parties ' 18 1é
7Currem assé"gr S o . 30 B “-1_17
Current habities - ) (15 (19)
Non-current laiies ) k @“1) ()
Net agsets 348 379
Revenue - B @2
Cost of sales o 7 (1) R
Adm{;iéYEat’:;g-é;Bénses . 9 - t65
Gainfloss) on revaluation of Investment propertes 23) T e3
lncrea@gggréégéjwn:?brows#ons o - 40
Net finance income o o o 1
Sﬂhéir’éﬂof gains of associates aﬁa ;(-)mrtr;ér;ture o - . ---———F
Profit before tax (11} 48
Tax o T (2) ”—[15
Profit for the year and Total comprehensive income (13) 33

The figures above are book values and wili nct agree
to fair value figures included in other Notes to these
financial statements.

Transactions with the consolidated group

Durng 2019-20 LCR Ltd paid a dividend of £18m to
the Department (2018-18: £nil). There were no other
material transactions with the group in 2018-19 and
2019-20. The company does not benefit from any
guarantees from the Department, and there are no
material financial commitments with the Department.

Carrying value of the Group’s investment
in LCR Ltd

The Group's investment in LCR Ltd is held at fair value
{see Note 12.2), with a carrying value of £362m as at
31 March 2020 (2019: £368m).
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272 LNER{td

Strategic role

LNER Lid was established by the Department to act as
an operator of last resort for a rall franchise. It is wholly
owried by DFT OLR Holdings Ltd and consolidated in
that company’s financial statements. It has operated
the east coast mainline franchise since June 2018. The
franchise is expected 1o be re-tendered in due course.

L won aw

Financial performance and position

The company's most significant assets are trade and
ather receivabies; cash and cash equivalents; property,
plant and equipment; and a defined benefit pension
asset. Most franchise assets are heid under operating
leases, Its most significant liabilities are barrowings from
its parent, and trade and other payables. Significant
iterns of income and expenditure include passenger
income, staff costs and lease rentals. The data below
comgcs from tho company's maost recent financial
statements. These are prepared in accerdance with
Financial Reporting Standard 101, 'Reduced Disclosure
Framework’ (FRS 101} and the Companies Act 2006
and therefore all material iterns are measured on the
same basis as applied by the Department.

£m £m
Non-current assets 407 75
Current trade and other recevables 83 137
7E.a-sh and (-:asre-quiva\em-s - o a3 7 R 33
Othercurrentassets 3 2
751'_9& tradeﬂaﬂd o?her paya-t-)lg--mh- S (313) 7 *7(1E
Non-current fabltes @2y ®)
Net assets 52 68
Reverue o g3s 681
_dther operating Cosg_ ‘ ' S (823 o (628577
Eat ﬂnange inoome/(cha@e} - o )] 1‘7
Profit before tax 8 54
Tax o T v T - m —_gAH
Profit for the year and Total comprehensive income 7 a2

Transactions with the consolidated group

Under the Services Agreement LNER is required to pay
a financial premium to the Department, which for the
year to the 31 March 2020, amounted to £94m {(2018-
19: £128m).

During 2019-20. LNER Ltd purchased £1m of services
from OfT OLR Holdings Ltd. LNER Ltd received £1m of
capital project contributions from the Department (2018-
19: £7m and £2m respectively). in addition, LNER paid a
dividend of £40m to DfT OLR Holdings Ltd.

As at 31 March 2020, LNER Ltd has a receivable of
£19m and a payabie of £0.02m relating to DT OLR
Holdings Ltd (2019: £41m and £4m respectively).

A full list of the transactions between LNER Ltd and
the consolidated group can be found in therr accounts.
which are filed at Companies House.
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Carrying value of the Group’s investment
in LNER Ltd

The Group's investment in LNER Lid is held at fair value
(see Note 12.3).
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27.3 Northern Trains Ltd

Strategic role

Northern Traing Ltd was established by the Department
to act as an operator of last resort for the Nerthern rail
franchise. It is wholly owned by DFT OLR Holdings Ltd
and consolidated in that company's financial statements.
It has operated the northern network franchise since
March 2020,

Financial performance and position

The company's most significant assets are trade

and other receivables; cash and cash equivalents;
leased assets, property, plant and equipment; and a
defined benefit pension asset. Most franchise assets
are held under leases. Its most significant liabilities are
borrowings from its parent, trade and other payables
and lease liabilities, Significant items of income and
expenditure include passenger income and staff costs.
The data below comes from the company's most recent
financial statements. These are prepared in accordance
with IFRS and the Companies Act 2006 and therefore
itemms are measured on the same basis the Department.

£m

Non-current assets 232

Current tr_‘aﬁde;and other receivables ) o &2

Cash and cash equivel-\ér'w‘fs o o 29

Other current assets o R i 6

-bﬁr;er;rrade and othé;rp;é;réb\es ) o (203)
NOH-CUFremt rabities T : @1
Net assets 35

‘Revenue - o o o 75
Other operatmg costs ) - 7 i {74)

Net finance snco;ﬁ—é/(wéiwarge) o B -

Profit before tax 1

Tax - -

Profit for the yvear and Total comprehensive income 1

Transactions with the consolidated group

Under the Sarvices Agreement Northern Trains receives
a "Fixed service payment” from the Department, which
for the year to the 31 March 2020, amounted to £52m.

As at 31 March 2020, Northern Trains Ltd has a payable
of £10m relating tc DfT OLR Holdings Ltd.

A fult list of the transactions between Northern Trains
Ltd and the consoficated group can be found in their
accounts, which are filed at Companies House.

Carrying value of the Group’s investment
in Northern Trains Ltd

The Group's investment in Northern Trains Ltd is heid at
fair value (see Note 12.4).
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27.4 Crossrail International Ltd

Strategic role

Crossrail International Ltd was established by the
Department in September 2017 10 share the knowledge,
expertise and lessons learned during the Crossralil
Project with International transport projects.

Transactions with the consolidated group

At 31 March 2020, Crossrall International’s sharg
capitalisation was £2m. with a further £1m formally
issued shortly after the year-end. CRI has not paid a
dividend.

Carrying value of the Group’s investment
in Crossrail International Ltd

The Group's investment in Crossrail international Ltd is held
at fair value {under Direct Subsidiaries in Note 12), with a
carrying value of £2m as at 31 March 2020 (2018 £1m).

27.5 Network Rail Insurance Ltd

Strategic role

Network Rail Insurance Limited was established by
Network Rall 1o act as a "captive” insurance company,
to have direct access {o reinsurance markets, minimising
the volatility of insurance premia and retaining profits
within the Group.

Financial performance and position

The company’s most significant assets are financial
assets held to meet insurance claims from the Network
Rail Group. Trade and other payables include the
company’s liabilities under insurance contracts. Premia
are cafculated to match the costs of settiing insurance
liabilties, with minimal profit margins. The data in the table
above comes from the company's most recent financial
statements. These are prepared in accordance with
International Financia! Reporting Standards as adopted
oy the European Union and therefore all material items
are measured on the same basis as applied by the
Department.
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2019-20 | 2018-19

£m £
“Cash and cash equvalents 291 23
‘Recewables from insurance contracts g 11
Trade ;E MotTer payables ) ?} :
Lianiities from msurance contracts 7o 95
Net assets 222 187
;rﬁum revenue ) S 11 - _37
Cnsurance cleims % -
Adminstatvs expenses )
Net gain before tax 36 30

Transactions with the consolidated group

The entirety of the company’s premium revenue and
insurance claims are transactions with the consolidated
group. In addition, the counterparty tc all liabilities under
insurance contracts is the consolidated group.

The company participates in cross-guarantees on
banking and other arrangements with cther members of
the Network Rail group.

Carrying value of the Group’s investment
in Network Rail Insurance Ltd

The Group's investment in Network Rail Insurance Lid is
held at far value (see Note 12.5), with a carrying value
of £234m as at 31 March 2020 {2019 £200m).

27.6 Joint Ventures

Network Rail has joint contrei over several entities,
including the Station Office Network and West
Hampsteaa Square, which are also presented in the
available-for-sale financial assets disclosure. Network
Rail's investment in these entities does not give rise 1o
raterial financial risk to the group.

No other investess give rise to material financial nsks or
benefits to the group as a whaie.
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28. Entities controlled
but not consolidated:
Train Operating
Companies for which no
investment is recognised
in the Statement of
Financial Position

On 31 Juty 2020, the Office for National Statistics {ONS)
reclassified the twelve train operating comparies which
were contracted to the Department under franchise
agreements. They were reclassified to the public sector
as Public Corporations, with effect from 1 April 202G,
following the commencement of the Emergency Measures
Agreaments (EMAs), This refiects ONS' view that the
EMAs gave the Department control over the companies,
as defined under the ESA 10 National Accounts
framework. In particular, the ONS notes that the EMAs
impose constraints on the TOCs' ability to raise funds,
set ticket prices and workforce fevels, and reguire therm
to maintain service levels when open access operators,
which are more exposed 1o market forces, suspended
operations. The ONS concluded that aimost all of the
financial risks were borne by government. In paraliel, the
Department had evaluated the nature of the powers it
had cbtained under the EMAs against the criteria set cut
in IFRS 10, and similarly concluded that it had obtained
control for accounting purposes over those comganias.
EMAs do not provide the Department with legal control
over these companies, and the legal arrangements for
those companies remains unchanged by the EMAs. The
Departrment has no other powers or basis for control
over the companies, for example, it does not hold any
equity instruments or other voting rights. Each of these
companies is a special purpose vehicle owned by its
respective owner group.

Crdinarily, an investor consotidates those investees that

it controls, However, in accordance with the FReM,
government departments consolidate only those bodies
that have been classified to the central government sector
and have been included on the Designation Order for

the relevant year. As this is not the case for 2019-20, the
companies have not been consolidated in these accounts.
As noted above, the Department does not hold any equity
instruments in the companies; while the EMAS expose the
Department to the costs and revenues of the companies’
operations, they do not give us a residual interest in the
companies' net assets, such as a right to a distribution

on liguidation. Accordingly, the Department does not
recognise any investrment in these entities in its Statement
of Financial Position. This treatment of EMAS differs

from the accounting requirements for the Depariment’s
shareholdings in LNER and Northern Trains Ltd (NTL). for
which the Department has a 100% equity interest and full

rights to any dividends or capital appreciation: accordingty,
our interests in LNER and NTL are recorded investment
assets measured at fair value, Within these financial
statermnents, the EMA costs have been recognised as
expenditure, following the accounting policy disclosed in
Note 1.24.3.

In order to mest the transparency reguirements of IFRS
12. the Department presents the disclosures required by
IFRS 12 for unconsolidated structured entities, which it
considers to be the best it for these circumstances.

Transactions and balances between the
Department and the Train Operating
Companies under the Emergency
Measures Agreements

The table on the next page gives a list of the companies
affected by the EMAs and the franchises they operate. The
table sets out the Department’s balances and transactions
with the companies under the EMAs since 1 March 2020
as the mechanism that transferred control for accounting
purposes to the Department. Atthough LNER and NTL

do not have EMAs with the Department, the transactions
between the Department and these companies have

been significantly impacted by COVID-18. Transactions
with LNER & NTL are therefore included in the table for
reference. This table provides an overview the Costs
incurred by the Department to support the passenger
services rail sector during the EMA contract period.

Upon implementation, the financial provisions of the

EMAs were backdated to 1 March 2020. Rail passenger
numbers declined from 97% of their normal levels in

the first week of March 2020, 1o 5% by 31 March 2020.
Consequently, the Departmeant's EMA costs for March are
not typical of the EMA costs incurred subseguently during
the EMA contract term. The table therefore aiso shows the
average monthly EMA cost for rail periods 1-3 of 2020-21.
This provides additional context of the EMA costs to the
Department over the EMA contract term.

For most TOCs, the EMAs expire on 20 September
2020. The arrangements for ensuring ongoing provision
of rall services beyond this date is currently under
commercial negotiation. Further information regarding the
Department’'s post-year end contractual commitments
towards the rail sector is set out in Note 10.3.

In the Supplementary Estimate for 2019-20, Support for
Passenger Rail Services was expected to produce a net
cost to the Department for the year of £85m, representing
an average cost of c.£7m per 4-week rail period. As
shown in the table on the next page, EMA costs {including
transactions with LNER & Northern) for March 2020 were
£337rm and in rail pericds 1-3 of 2020-21 average monthly
costs wers £668m. Rail passenger numbers for rail
periods 1-3 of financiai year 2020-21 averaged 8% of their
normal fevels.
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Franchisee name Aaif franchise Departmental | Department’'s|{ Average EMA
expenditure | prepayment/] subsidy in rail
on EMA for {accrual) | periods 1-3 of
2019-20 balance in 2020-21

{1-31 March respect of

2020} EMA, as at

i 31 March 2020
£m £m £m
The Chiftern Railway Company Limited Chiftern 4] (6) 14
XC Trains Limited Cross Country 19 (19} 37
Abelho East Angha Lmned East Anglia 4 4 28
Abe| io Fast Midlands anxted East Midlands 15 (15) 28
Trenﬁana c?c lened Essex Thamesude 3 (3 9
Frrst Greater Westem Ltmrted Great Western 70 {35) o2}
London and South Eastern Ranlway le\ted South Easiem 39 (39) 56
First MTR South Weslern Tra\ns L\m\ted South \Nestem 34 134) 65
Govna Thameshnk Ranway lewted Thamesiink, Southern 46 46) 108

and Great Northern

First TransPennme Expross lened TransPennine Express 18 {(18) 27
Flrst Trentaha West Coast Ran Lumlted West Coast Partnership 10 (10) 59
\Nesl Midlands Trams Limiled West Midlands 25 25) 35
Sub-total, companies under EMAs 289 {254} 557
Eo%e?uﬁmé Lmied  Nohem s 0 80
LNER Limitad East Coast (3 (19) 51
Grand total, EMAs and State-owned rail companies 337 {263) 668

Historic information on Train Operating
Companies' financial position and
financial performance

The table on the next page provides relevant data from the
TOCs' most recent published, audited accounts, These
maost recent published accounts pre-date the EMAs, which
may have a significant impact cn TOCs' own financial
results, Most TOCs have not yet publishied their accounts
for 2019-20, and many TOCs do not have a 31 March
year-end for their own statuiory accounts. As such, the
period for which the most recent published accounts are
available differs by TOC: details of the most recent relevant
period and the financial year-end is included for each
company in the table on the next page. For franchises
awarded during the year, the franchisee may not yet have
issued its first set of accounts; in this case, data is not

yet available and as such the most recent resuits of the
predecessor franchise are included separately.

Certain empioyees of the TOCs are members of a
section of the Railways Pension Scheme (RPS). These
sections are defined benefit, shared-cost arrangsments.
Defined benefit arrangements are usually accountad for
by recognising the net surplus/deficit on baiance sheet,
and recognising the cost of the additional benefits earned
during the year and net interest income/expenditure on
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the surplus/deficit. Train operating companies medify this
accounting approach. 1o refiect the term of their franchise
agreement, by recognising a franchise adjustrment, with
the effect that only the employer's contributions cver the
franchise term are recognised in the primary staternents.
The net surplus/deficit disclosed in the table on the next
page is therefore not recognised on the TOC's balance
sheet. and only a proportion of the pension scheme costs
is recognised in profit or [oss. The ampioyer's share of

the pension deficits and employer's pansion costs before
franchise adiustment are shown in the table. The balances
disclosed represent 60% of the full deficit of the relevant
sections of the RPS, in accordance with trustee guidelines
which detail how the scheme surpluses and shortfalls are
shared between the employer and scheme members.
These amounts represent the deficit as calculated for
accounting purpases only by TOCs in their mast recent
financial staternent disclosures n accordance with JIAS

19: these amounts may differ from the level of actuarial
surplus or deficit as assessed by the scheme's trustee and
actuary.
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29. Related-party transactions

The Department tor Transpori is a parent of the

In addition, the Department for Transport has had

executive agencies listed at Note 26 and a sponsor of various material transactions with other pubiic sector

the non-departmental public bodies and other central hodies. Most transactions have been with the Greater

government organsations listed there, Londan Authority, Transport for London, HMRG and HM
Treasury.

These bodies are regarded as related parties with which

the Department has had various materiat transactions During the year, no minister, board member, key

during the year. managcer or other related party has undertaken any

material transactions with the Department for Transport

except for the item reported below.

Richard Keys serves as a non-executive member at the
Department for Transport and was also appointed by
the Secretary of State for Transport as a non-executive
girector of NATS Holdings Ltd, in which the Department
owns a minority shareholding, as shown in Note 15. The
Department undertook the foilowing transactions with
NATS Holdings Lid and its subsidiaties, and has agreed

to pay £0.5m in 2020-21:

£m £rn
investment held by the Department in NATS Holdings Ltd 338 380
Dwidends received by the Department from NATS Holging Lt 29 2
Amounts paid by the Department to NATS Holdings Lid 05 08
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30. Financial Risks

This Note describes the nature and extent of risks arising
from financial instruments to which the Departmentai
Group was exposed during the period and at the end

of the reporting period, and how those risks were
managed. The specific financial risks borne by the
Departmentat Group are: Credit risk (described in

Note 30.1); Liquidity risk {described in Note 30.2) and
Market risk (incluging interest rate risk} (described in
Note 30.3).

_ Funding mechanism _ Downside Impact Residuat Risk

)
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=
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When entities experience any
shortfall in income or financing,
they need to consider reducing
their costs before seeking
additional funding from the

Core Depariment Supply and cash Liquidity risk.
drawn down from
Consolidated Fund
(voted by Parliament)
with further access
to the Contingencies
Fund as required,
Income from Train
Operating Companies
Network Rail, Vehicle  Income from delivery Liquidity risk;
Certification Authority,  of services, and credit risk.
Driver & Vehicle grants from the core
Licensing Agency, Department.
British Transport Police
Authority
Air Travel Trust Fund Taxation and levies. Liquidity risk

and the general
lighthouse authorities

Exchequer; were such funding Low

not availabie from Voted P
budgets, this could lead to an
excess vote and receiving a

qualfied audit opinion over the

Network Rail Debt financing {from Liquidity risk; credit !
core Department risk; market risk Statement of Parliamentary
and external lenders),  on index-linked Supply.
use of derivatives for borrowings; market
hedging. risk on ineffectual
hedges; foreign
exchange risk;
counterparty risk.
LCR Finance ple, Interest income from  Liguidity risk; credit
CTAL Section 1 core Department risk; market risk
Finance plc. to cover interest on index-linked
expenditure. borrowings.
30.1 Credit Risk has no outstanding balances due from the TOCs. None

Credit risk relates to financial assets. It is a risk that
entities will suffer a financial loss dug to counterparties
failing tc pay obligations.

The Departmental Group is exposed to credit risk
through the loan balances disclosed in Note 11
and trade and other receivables disclosed in Note
17. Most of these balances are with other public
sector bodies and the risk is considered to be low,
particutarly in the case of receivables where the
balance is not matarial. Ordinarily, the Department
is exposed to credit risk on receivables from some
Train Operating Companies (TOCs), but under the
Emergency Measures Agreements, the Department

3_Financial_Statements_2020.indd 285

of the loans disclosed in Note 11 are past due and
there has been no significant detericration of credit
guality. Conseguently, nc crediit loss allowance or other
adjustment is recognised in respect of these balances.

The Departmental Group is also exposed {0 credit

risk through the derivative arrangements disclosed
above in Note 14. Thase derivatives were acquired

by Network Rail to rmanage interest rate risk, inflation

risk and foreign exchange risk on their borrowings -
these risks are discussed in more detail in Note 30.3.
Network Rail applies hedge accounting to most of these
arrangernents in its financial statements, because they
are judged to be highly effective in accordance with IFRS
9. Hedge accounting cannact be applied on consolidation

(-
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to derivatives used to hedge loans from the Department.
The derivatives are therefore held at fair valug through
profit or loss.

The credit risk for all classes of derivative fimancial
instrurnents and other funds is iimited because
counterparties are banks with high credit ratings
assigned by international credit rating agencles.

The Network Rail treasury commitiee authorises the
nnfiry for setting counterparty limits based on credit
ratings. Network Rall spreads its exposure over several
counterparties and have strict policies on how much
exposure can be assigned to each counterparty. The
concentration and amount of the Group’s investments
varies depending on the level of surplus liguidity the
Group chooses to hold at any point in time. However,
hecause of the strict criteria governing counterparty
suftability, the risk is mitigated. The treasury committee
also authorises the investrment and borrowing
instrumients that can be used.

Where derivatives are purchased 1o hedge debt, but the
resulting hedge is not highly effective, it is possible to
achieve a degree of offset by designating the debt as fair
valua through profit or ioss (FVTPL). Once designated,
this debt cannot be reclassified. For FVTPL debt, there
has been no change in carrying value as a result of
significant changes in the Group’s credit risk. The fair
value is sensitive to changes the market expactations
of macro-economic and sovereign debt rating. Note 3
shows that the re-measurement of FVTPL debt tems
resulted in a2 C4m loss (2012 £3m loss), which are all
attributable to changes in market risk,

The credit risk regarding ail classes of derivative financial
instruments entered into before 1 January 2013, is
iimited because Network Rail has arrangements in place
which (imit each bank to a threshold {based on credit
ratings), which, if breached reguires the bank to post
collateral in cash or gligible securities. The members

of the banking Group are required to post collateral on
positive mark-to-markel swaps above the threshold. In
December 2012 Network Raii entered into new collateral
agreements n respect of derivative trades entered into
after 1 January 2013, Ungder the terms of the 2012
agreements Network Rai! posts collateral on adverse
net derivative positions with its counterparties. The new
agreements do not contain a provision for thresholds;
as such Network Rail or its counterparties are required
to post collateral for the full fair value of net “out of the
maoney” positions. At 31 March 2020 the fair value of
collateral held was £120m (2019: £38m). Network Rail is
the beneficial ownar of this collateral and s free to invest
or otherwise utilise the coliateral at its discretion, subject
to acting within the authority sanctioned by its treasury
committee. The balance of coilateral posted by Network
Rail at 31 March 2020 was £534m (2013: £727m).

3_Financial_Staternents_2020.ndd 280

30.2 Liquidity Risk

Liquidity risk relates to financial and lease liabllities. 't is
the risk that entities will not meet their obligations from
firancial and lease liabilities to be settled with cash.

As shown in Note 4, the Department receives material
levels of income from some Train Operating Companies
{TOCs), which is contingent upon various factors but
primarily passenger numbers.

The Department is exposed to liguidity risk through its
trade and other payables balances, ieases, borrowings
and requirements to place colateral under derivative
arrangements. As described above, the Department
can draw down cagh from the Consolidated Fund and
Contingencies Fund so its liquidity risk is fow.

Liguidity risk within Network Rail is managed on a
standalone basis for historical reasons to ensure that
the price of delivering the Railway Network is allocated
in accordance with ORR expectations. Network Rail
empioys an appropriate liquidity risk management
framewark covering its short, medium and long-term
funding and liquidity management requirements. Their
treasury committee establishes policies and provides
oversight designed to ensure liguidity is managed to
meet Network Rail's needs, while reducing financial
risks and prudently maximising interest receivable and
rninimising credit risk on surplus cash. Network Rail
manages liquidity risk by maintaining sufficient cash and
facilities (in the form of loans from the core departrment)
to cover at least cne year's working capital reguirement
by continuously monitoring forecast and actual cash
flows.

As noted above, Network Rail is required to post
collateral on adverse net derivative positions at the {full
fair value of net “out-of-the-money” positions. Collateral
placed is disciosed in Note 17 and coliateral held is
disclosed in Note 19. Whilst this may lead to uncertainty
in short-term cash requrements, the treasury function is
managed at a departmental group level.

The fottowing table details the Departmental Group’s
rermaining contractual maturity far its financial liabilities,
The values reflect the undiscounted cash flows of
financial liabilities, based on the earfiest date on which
the Group can be required to pay and therefore differs
from both the carrying value and the fair value. The table
inciudes both interest and principal cash flows.

s 16/09/2020 15:07



31 March 2020

Within
one year 1-2 years 2-5 years 5+ years Total
Group £m £m £m £m £m
Non-derivative financial liabilities
‘Bank loans and overdrafts. o - - M 522 (623)
‘Bonds issued under the NR Debt Issuance
Programme
- Stering derominated bonds (1,196) (150) (552 @37 (6.069)
 Stering denominated index-inked bonds (276) (284) 00) (34900)  (36.350)
_ Foreign currerTC; denorminatec oonds ) (14) 453) @ (62) (537)
_ggﬁds lssued by LCR Fmance plc and CTRL
Sectlon 1 Finance plc
~ Sterling denommnated bonds 229) (160) 509} (5078 (5.976)
- Sterllngﬂdenomln;t_c;d ndex-lnked bonds (19) (19) 61) (1,933  (2.033
- Trade and other payables
Derivative financial liabilities
Net settled denvative Céntracts . (189} M3 (149) (34) {485)
Gross settied denvative contracts - receipts 14 453 8 62 537
Gross settied derivative contracts — p: payments 3 (276) {3) (58) {340)
Total (1,912 {1,002} {3,175) (45,697)  (51,786)
| 3 Merch20i]
Within
one year 1-2 years 2-5vyears b+ years Total
Group cm £m £m m rm
Non- derwatwe financial Ilabliatles
"Bank loans and overdrafts - (6) ®) (18] a2 (6§2J_
Bonds issued under the NR Debt Issuancé .
Programme
- Sterling denominated bonds o (196) (1.196) 1600) 3273  (6.265)
_ Sterling denomnated index-nked bonds (268) (276} @52 (40993) 42,3891
- Foreign currency denommated b_onds (14) {14) ) {459) (66) (552_)
'Bonds issued by LCR Finance plc and CTRL - -
Section 1 Finance plc
~ Sterling denommated bonds S (230) (229) 522)  (65.205)  (6.206)
- Sterling denominated mdex-linked bonds ) ng (19) 59 (1958)  (2.052)
T Trade and other payat%s_mw o o -
Derlvative financial liabilities
Net setﬂ_ed—de;l_\-fgiwe comracts (231) (137} (247} @) (659)
Gross seattled denvative contracts - reoe|pts 14 A 14 459 65 —5:';2
.Grogs SEJttied de-r:vanve-;:omt:actst payments £3) 6 {278 (EOJ _EH
Total T ey (1,.869) (3.576) (52133  (58.580)
3_Financial_Staternents_2030 indd 291 '6

16/09/2020

o
a
[
QD
£
g
&
Jo
[42]
T
Q
[
o
j=
-

1507 '

!



30.3 Market Risk

30.3.1 Foreign exchange risk

The only material exposure to foreign exchange

risk comes from Network Rail, through its investing,
financing and operating activities. Foreign exchange
risk is managed using forward exchange contracts
and currency swaps {o imit the effects of movements
in exchangs rates on foreign currency denominated
liabilities,

As this risk arises from arrangements with external
counterparties, the position remains hedged on
consolidation. It is estimated that a general increase

of up to ten percentage points in the value of any
currency against sterling would have no material effect
on Network Rail's profit before tax or equity, due to alf
currency positions being 100% hedged so no sensitivity
analysis is produced.

30.3.2 Interest rate and inflation risk

Network Rail is exposed to changes in interest rates as
funds are borrowed at both fixed and floating interest
rates. The hedging strategy approved by the treasury
committee defings the appropriate mix between fixed
and fioating borrowings. Cross-currency and intergst
rate swap contracts are used to manage the fixed/
floating ratio. On consolidation, debt issued by the
Department is eliminated.

Network Rail has arranged or swapped debt with a
carrying value of £23,320m (2019: £30,532m) into fixed
interest rates. Network Rail has no more forward starting
interest rate swaps. These were used 1o hedge the
interest rate on borrowings in Control Period 5.

s

Network Rail has some debt issuances that are index-
iinked and so are exposed tc movements in inflation
rates. Network Rail does not enter into any derivative
arrangements to hedge its exposure to inflation in
relation 10 its index-linked debt, but rather to mitigate the
effects of inflation on Network Rail's retail price index-
linked revenue streams.

The Department also has exposure to inflation risk
through its wholly owned subsidiary, CTRL Section 1
Finance pic. which has oné tranche ol assel-bhacked
notes which are also index-linked. As the company's
liabilities are offset by an index-linked recgivable from
the care Department, this risk is transterred ta the core
Department, The level of risk to the core Department
is immaterial therefore mitigation of this risk does not
represent value for money.

Sensitivity analysis

The sensitivity analysis shown in the table below has
been determined based on the exposure to interest
rates and inflation for both derivative and non-derivative
financial instruments at the reporting date. A one
percentage point {pp) increase or decrease represents
management’s assessment of the reasonatly possible
changses in average interest rates and infiation.

A one pp decrease in the below rates would have an
equal and opposite effect.

Interest rate sensitivities have been calculated by
comparing the average rates of the derivative financial
instruments to the market rate for simiiar instruments.

The impact of a change in GBP RPI has been calculated
oy applying a change of one pp 1o the RPI at the
reporting date to the carrying value of the index linked
bonds issued by both Network Rail and CTRL Section 1
Finance plc.

Impact on impact on
Impact on net taxpayers’ Impact on net taxpayers’
expenditure equity expenditure eqiuity
£m £m £m Em
1pp increase 1N the interest rate 344 3 504
ipp increase in GBP RPI on index inked bonds {193) 8) {190} 81
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30.3.3 Other market risk

The Departmental Group has material investments in
entities irnvolved in the property sector. As discussed in
Note 27.1, the valuations of these investments are based
on expert valuations of their property assets, which
highlight that valuations as at 31 March 2020 are subject
to increased uncertainty resulting from the COVID-19
pancemic. The values of the investrments in those entities
will be influenced at least in part by changes in the
performance of the UK property market.

30.3.4 Offsetting financial assets and
liabilities
Financial assets

The foliowing financial assets are subject o offsetting,
enforceable master netting arrangements and similar
agreements. The balances have not been presented on
a net basls in the financial statements.

Gross
“:e";:‘;::z:; Related amounts not set off
Gross financial Net amount in the SoFP
amounts liabilities of financial Cash
of financial setoffinthe assetsinthe Financial collateral
assets SoFP SoFP instruments received Net amount
Cm £m £m m £m £m
31 March 2020 484 - 484 (369) 438 553
31 March 2019 351 351 (307) 413 457
Financtal liabilities
The following financial liabllities are subject to offsstting,
enforceable master netting arrangements and similar
agreemeants. The balances have not been presented on
a net basis in the financial statements.
amou{::so?f Related amounts not set off
Gross recognised Net amount in the SoFP
amounts financial of financial Cash
of financial assets set off liabilities in Financial collateral
liabilities in the SoFP the SoFP instruments paid Net amount
Zm £m £m fm £m £m
31 March 2020 (895) - {895) 369 {24) {550)
31 March 2019 {1,033 {1,033 307 276 {450

Cash flow hedges

Contractual payments on derivatives designaled as
cash flow hedges impact the income statement and will
all have matured by 2027

Borrowings

Details of the group's undrawn committed facilities and

typas of debt instrument used can be found in Note 20.
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31. Fair value disclosures

These financial statements include assets and liabilities This Note summarises the fair values disclosed
which are measured at fair value, and cthers which are or recognised in these financia! statements, their

measured on an alternative basis, but whose fair value classification in the fair value hierarchy, providing

is disclosed to enable the reader to assess historic comparability with carrying values where these are
and future financial performance of the entity and its measured on a different basis.

management.

Recognised at Carrying Fair Value

Basis Amount Total Level1 Level2 Level3

Group Note £m £m £m om £m

Assets
Property, plant and equiomen 5 Fairvalie 474,095 474,095 - - 474,095
Tavestmeﬁt- properties - o 8 Fair vaiue 227 207 - - 227

Intangible a_tssets i - }} Fair value 208 208 - - 208

Financial assets -

Loans and non-current receivables 11,17  Amortised cost 1,411 1411 - 1,411 -
Rést_r;e_r;ts"i;m equities - 72 Fair value 723 723 - - 723
?er—i;;wes (ﬁ&e b} - 14 Fair value 484 484 - 484 -

Financial liabilities

Borrowings 20  Amortised cost (28,926) (38,403) (7175) (31,228 -

Borrowings noea 20 Fair value (291) 29) - o -
Derivanves note by 14 Fair vaius (895) (895) - (898 -
] oMoz

Assets
Property. plant and equpment 5 Farvalie 463408 463408 - - 463.408

nvestment propertes 8 Fair value 233 23 A - 033
/I-ntangm\e assets - . 6  Fair \;alue 192 RREY: - o 192

Financial assets
Tc;ans and non—cur;ém recei\}ab\es m'f Amorﬁé,ed co-s;t—-- 77‘51; - 53? o iSMi o

Invastments in _;qu:rfes 12 Fair vatug &74 674 - - 674
7b’er\vatives ’(note b) 7 14 - Fair vailLIe 351 S (%T‘A 35“1_—;M*A

Financial liabilities
Borrowings ) 50 Amortisedcost  (28479) (37068 (6697 (30377 -

Sorrowings (note a; 20 Fair value (287) [287) - 1287} -

o3y ;

Derivatives (note by 14 Far value 1.033) (1.083)

Note a: These instruments are designated as fair value through profit and loss upon imitial recognition.

Note b: These instruments either meet the IFRS 9 definiton of held for trading or are designated and effective
hedging instruments. The fair values are disaggregated in Note 14,
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32. Events after the reporting period

Post-Balance Sheet Events

There have been no adjusting events between 31
March 2020 and the date the financial statements were
authorised for issue requiring an adjustment to the
financial statements.

Transport
Mode

On 11 March 2020, the World Health Organizaticn

deciared COVID-13 a pandemic. The Government

announced social distancing measures on 18 March

anc unprecedented ‘stay at home' restrictions began on
23 March. The government provided the following bespoke
funding measures across the transport sector to protect

critical trangport services. In addition to these measures,
the Department has provided funding for a number of
greener, active transport initiatives since 1 Aprit 2020,

Description of support measure

Period of
support
in 2020

Value of support
measure
announced to
date {Em)

o
Rail The Department put in place Emergency Measures Agreements with 1 March ~ ¢,800-700 per E
Train Operating Companies to support rail services from March 2020 for 20 September 4 week rail period £
an initial period of 8 months {see Notes 10.3 and 28). The Department o
has statutory obligations to ensure the ongoing provision of rail services. %
The arrangements for continuing to meet these obtigations beyond 20 ]
September are currently under commercial negotiation. a
£
Transport  The Government granted TfL up to £1,095m via the Department and a 1 April - 1,095
for London  ioan of up to £505m via the Public Works Loan Board, which must be 17 October
(L) drawn pro rata to any grant taken, assuming a total funding shortfall of
£1.68bn. The package covers the Til. rail periods 1-7 ending 17 October.
Buses The Department established a grant to support operators and maintain 24 March — 639
commercially unviable appropriate levels of service, 3 October
Light Rail Similar to buses, the Department established grants to support services 17 March — a3
and maintain commercially unviable appropriate fevels of service. 31 October
Services included: Greater Manchester, Sheffield, Nottingham, West
Midlands and Tyne and Wear.
Ferries The Department established grants to support specific {ifeline services Varies 12
and maintain certain commercially unviable minimum service levels. according to
route; from April
to July 2020 or
March 2021
Maritime The Department established grants to support services and maintain 11 May ~ 10
freight commercially unviable minimum service levels to ensure the vital supply 19 July
of freight and medicines.
Civit HM Treasury has permitted the Department to provide support of up to 1 April 2020 - 51
Aviation £51m fo the CAA to ensure service continuity. 31 March 2021
Authority
Airports Working in collaboration with the Northern Ireland Executive, the 30 April - 2
Department supported certain commercially unviable routes between 30 July
Northern Ireland and Great Britain, and Northern Irish airports.
Electric The Department offered grants to local authorities to install up to 7,200 10
cars on-street residential charge-points, which will encourage drivers to
purchase an electric car.
Cycling The Department brought-forward a package of measures to improve 250
cycling and walking infrastructure, most of which wil! be delivered via
local authorities.
3_Financial_Statements_2020.indd 295 ,L," 18/08/2020 15:07



As described n Note 28 the remaining 12 Train
Operating Companies not controlled by DT OLR
Holdings Ltd were reclassified as Public Corporations
from 1 April 2020.

On 12 August 2020, a passenger train derailed near
Stonehaven causing three fatalities. At the time of this
publication, the Rail Accident Investigation Branch
continues to review evidence.

Authorised for issue

These financial statements are laid before the Houses of
Parliament by HM Treasury. The Accounting Officer has
authorised these financial statements to be issued on
the same day as the Comptroller and Auditor General
signs the audit certificate,
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Annex A:

Glossary of financial terms

Accountrng Oﬁrcer

Administration budget

Annually Managed ~ AME
Expenditure

Arm's length body  ALB

A person appointed by HIVI Treasury or desrgnated by a department to be accountabre
for the operations of an crganisation and the preparation of its accounts. The appointee
is, by convention, usually the head of a department or cther crganisation, or the Chief

Executive of a non- departmental public body.

A Treasury budgetary contror that forms part of the resource Departmental Expendrture
Limit. It is normally spent on the running costs of the Department and its agencies,
|nc|ud|ng back office staff, accommcdation and ICT

A Treasury budgetary ccntrol AME is spending |ncruded in Total Managed Expendrture
which does not falt within Departmental Expenditure Limits (DEL). Expenditure in AME is
general\y less predictable and controllable than expendrture in DEL.

An NDPB, company in whrch the department has a significant shareholding, or other -
sponsored body

Budgetary controls

The means by whrch government plans and controls expenditure to meet |ts objectrves

Capital

Capital is for spendrng on assets and rnvestrnent' By havrng a seperate totai for Capital
DEL, funding for capital mvestrnent is both protected and controlled

. L]
Consolidated Fund T'ne Government’s current account operated by HM Treasury, through which pass most %
government payments and recerpts §
Consalidated Fund  CFER  Income, or related cash, received by a department that it is nor authorrsed o retain and
Extra Receipt which are surrendered/paid over to the Coneohdated Fund.
Depar‘tmental DEL A Treasury budgetary contral. DEL spendrng forms part of Total Managed Expendrture
Expenditure Limit and includes that expenditure which is generally within the departments controi and can
be managed with fixed multi-year limits. Some elements may be largely demand led.
Estimate Supply Estimates are the means by which Parllament gives approval to (and grants
resources for) Departmental Spending Plans. The amount approved by Pariament is
often termed the Vote. The resources granted in the Vote are specifically for the set of
Departmental operations covered under the ambits. The Vote also includes the Net
Cash Reguirement.
Budgets may be amended via the Supplementary Estimate. This allows the Department
to make various changes, including: taking account of new internal allocations;
increasing or decreasing the net cash requirement; and Reserve claims to increase
funding.
Most departmental net spending needs to be voted annually by Parliament but some
spending has separate standing legislative authority and does not need to be voted; this
s referred to as ‘non-voted'.
Executrve Agency A body estabhshed to undertake the executlve functions of government as dlstrnct from
policy advice. They are within central government and can be departments in their own
right ar a part of a department.
Financial Reporting  FReM A technrcal gurde for producrng the accounts of publrc - bodies.
I’v‘lanual
General nghthouse GLF  The GLF was created by statute in 1898 to provide funding for the three General
Fund Lighthouse Authorities (GLAs): Trinity House {TH), the Commissioners of Northern
Lighthouses (known as the Northern Lighthouse Board or NLB) and the Commissioners
of Irish Lights (known as Irish Lights or IL).
Government GAD The Government department responsible for providing actuarial valuations and advice
Actuaries Department for puklic sector pension schemes; advice to the Government on occupational pension
schemes, social security and on private pensions policy; and advice on insurance,
contrngent liakilities and on the prrcrng and management of risk.
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éreater Lendon GLA The GLA is the devolved regional governanoe body ot l_ondon W|th powers over

Authority transport, policing, economic development and fire and emergency planning.
TfL reports fo the GLA.

Grant Payment made by a department or other publlo body, to outsade bodles to relmburse
expenditure on agreed itemms or functions, and often paid only on statutory conditions
beaing rnet May be rnade for resource or for cap|tal purposes.

Grant in Aid GiA  Financing payment made by a department to an NDPB or other arm's Iength body

vand B|Ils B -These are‘publ c Nbrlle that have a S|gn1f|oant impact on the pr|vate |nterests ofa partucular
person, group or organisation. They are a hybrid of: public bills that iInvolve the general
interests of the people at large or of the whole community; and private bills that involve
the pnvate interests of a partlcular person, group or organlsatlon

Managing Public MPM A publication produced by HM Treasury which is concerned with regularity and propnety

Maoney and sets out the main 10. 25 for deahng wrth resources used by public sector bodies.

National Audit Office NAQ  Office of the Comptroller and Auditor General which audits accounts of government
bodies and carries out value far money inspections within the bodies it audits.

National Loans Fund NLF  The fund through which passes most of the government’s borrowing traneactions and
Some domestic lendlng transactions,

Net Cash NCR The Irmlt voted by Parliament reflecting the maximum amount of cash that can be

Requirement reieased from the Consolidated Fund 1o a department in support of expenditure in its
Estimate. It is not ring-fenced between any of the other voted llmlts

Nen-Cash Expendlture where there is no dlrectly related cash transactlon but whrch reflects
rasources used. Examples include depreciation and provisions.

Non- Departmental NDPB A body that has a role in the process of government but is not a government

Public Body department or part of cne (though NDPBs fall inside the budgetary, Estimates and
accounting boundary of government departments). NDPB's operate, to a greater or
Iesser extent at arrns length from Ministers.

Publlc Oorporatlon Publrcly controlled trading bedies W|th substantral flnandal day o day operatlng
mdependence

Programme budget/ A form of resource expenditure Wthh is norrnaliy spent on the delivery of the

expenditure Department’s frontline objectives, including funding for many agencies and arm’s iength
bodies.

Regularrty The prlnCIple that all consumption of resources ehould be made in accordance W|th the
legislation authorising them, any applicable delegated authority and Managing Public
Money

Resource income or Reﬂectmg the consurnption of resources (and the income so generated} in that year

expenditure Exampiles include, pay, current grants and depreciation.

Spending Review A cross-government review of departmental aims and objectives and analysis of
spending programmes. Results in the allocation of mufti- -year budgetary Ilmlts

Supply The funds paid to the Department by HM Treasury are known as Supply; t’ne amount
pard in the year is shown in the Staternent of Changes i in Taxpayers Equlty

Total Managed TME A measure defined by HM Treasury 1o cover all public expendlture

Expenditure
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:I'ransport for London TfL

Traei_n-g Fund

Voted Budget
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Estrmates above.

Transport for London is a local government body responsible for the transport system
in Greater London, England. Tfl has responsibility for London's network of principal
road routes, for various rall networks including the London Underground, London
Overground, Docklands Light Railway and TfL Rail. TL is also responsible, jointly with
the national Department for Transport, for commissioning the construction of the new
Crossrail line, and will be responsb\e for franch|3|ng its operatlon once completed

Pubhc sec‘[or organrsatlon that has a financing framework alowing |t to meet outgoings
from commermal revenues.

That wh ch has been authorised by Parliament in response to Supply Estimates. See

Annexas

; I
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Annex B: DFT’s Financial
Reporting Landscape

The main forms of Departmental and HM Treasury » The government's planning & performance framework
financial reporting are cutined in the table below. While published by HM Treasury & the Cabinet Office in

the collection of reports set out in the table is extensive, December 2017

it is not exhaustive. Further details on each of the reports R A L R
and how they work together to make up the government R T e
financial reporting landscape can be found in: R AN L

» The government financial reporting review published
by HM Treasury in April 2019

P . -
(S oo IR SR

Category | Preduct | Description Produced by | Link

o Spending The Treasury carries out Spending HMT, AEES W, 0y L gave nment s

= Review Reviews tc determine how to spend Nov 2019 nenlontions dng-1cundt- 2019

& public money — usually over a muitiyear accument speiding-round- 2015

o pericd - in line with the government’s

g priorities.

2

£ Singte Single departmental plans set out a DFT, PTTOS. VAW iy R goVER T

2 Departmental  departmant’s objectives, resource June 2019 sunheanans o - Sort

g Plan allocations, how its risk will be s rgle-denartTenta plan denarmeat -
managed, and its performance for-transnont singie-deoament -
measured. LA
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Category | Product Description Produced by | Link

Budget The Budget is a staternent the HMT,
Chancellor of the Exchequer makes Mar 2020
to the House of Commons on the
nation’s finances and the government’s
proposals for changes to taxation and
spending. The Budget also includes
forecasts for the econcmy by the Office
for Budget Responsibifity.

OBR Reports  Economic & fiscal cutlook: Five year OBR alton e de gk
forecasts for the UK economy and
public finances and an assessment of
whether the Government is likely to
achieve its fiscal targets.

Annual Planning

Fiscal sustainability report: Long-term
projections of the UK public finances
and public sector balance sheet
analysis.

Estimates Supply Estimates are the bi-annual HMT,
process by which the Treasury presents  May 2018 &
the government's spending plans, Feh 2020 for
pased on departmental settlements 2019-20.
afiocated at the Spending Review, to May 2020 for
Parliament for approval. This covers 2020-21.
‘Main Estimates’ and 'Supplementary
Estimates’.

Annexes

Estimates Government depariments are required  DFT,
memorandum o preduce an Estimates Memorandum  May 2018,
for the relevant select committee to Mar 2020
explain what is proposed in their Main
Estimate and how proposals compare
1o past spending plans.

Parliamentary  The visualisations show spending PSU
Scrutiny Unit  trends, changes since last year
visualisations  and how current plans for 2019-20
compare to original proposals in the
2015 Spending Review, together with
some contexi. Alsg, an interactive
spending chart showing all government
spend.

Accounting Accounting Officer System DFT,
Officer Systemn  Staternents set out to Parliament all QOct 2017
Statements of the accountability relationships and

processes within a department,

Government Wide range of trangparency data DFT + CC

Transparency  published by individual departments

data incluging Central government spending
over £25k, contracts over £10k and
Gender Pay Gap information. Cabinet
Office also praduce cross-govaernment
data on Civil Service sickness and
absence data, Ministers’ interest
declarations, Ministers’ salary data,
Senior civil servants’ names, grades,
job titles and annual pay rates,
Special advisers’ names, grades and
annual pay. GOV.UK registers provide
structured datasets of government
information

B A PR SE W ORI LR N L A1

fonGLhLng o spen ng o hion
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Category 1 Product

| Description

| Produced by | Link

OSCAR data  The dataset provides quarterly updates DFTvia HMT  bips  waww.gov akegovenniment
g 1o monthly outturn data. The outturn o FONs Teni-Cscar-punishung-from
§ information is taken from OSCAR data ne dhtabase
& submitted by departments. The public
5 will be able to see monthly patterns in
‘f’> spend by organisations reporting data
= on OSCAR. At the same tire, users will
be able to drill down beneath previously
released high-level aggregates.
Public Sector  The public sector finances statistical ONS + HMT  Blns . wassw gov s goyernin ent
Finances bulletin is published jointly by the Office FTabalos bl secion-finacas-leln
Bulletin for National Statistics and the Treasury
on a monthly basis and provides the
latest available estimates for key public
sector finance statistics, such as pubkc
sector net borrowing, public sector net
debt and public sector current budget
deficit/surpius.
Pubific Sector  Treasury Publfic Spending Statistics HMT Nt vnnw gov Uk/governtant
Spending provide a range of information about GOl ' TEEASE
Statistics public spending, showing central
government spending by department
on a budgetary basis over 5 years,
public sector spending by service over
5 years, and public sector spending by
function and economic category over
21 years.
o Public Pubiic Expenditure Statisticat Analyses  HMT £k povernment
-% Expenditure is the yearly publication of information xpendiare
g Statistical on government spending. It brings
& Analyses together recent outturn data, estimates
¢ for the latest year, and spending plans
£ for the rest of the current spending
a3 review period. it also shows spending
by region.
ONS Civil Employment statistics far the Civil ONS
Senvice Setvice population, providing regionat
Statistics analyses, diversity and eamings data.
Infrastructure  The Infrastructure & Projects Authority  infrastructure s wawawy gow ke Qovernmizn
and Projects Annual Report publishes the whole & Projects PralCEtons, At i prowis-
Authority life cycle costs on projects in the Authority, AUtIOnly-annud (2
Major Projects  Government Major Projects Portfolio
Report which comprises the most compiex July 2020
and strategically significant projects
and programmes across government.
Departmental  National and official statistics relatingto DFT
statistics the department's policies and privrilies.
National Audit  Each study examines a major area of NAO
Cffice Value government expenditure, and forms a
for Money judgement on whether value for money
Studlies has been achieved, which Parliament
use to held government to account for
how it spends public money.
Nationa! Departmental Overviews focus onthe  NAO
Audit Office Department's responsibilities and how it
Departmental  spends its money, key developments in
overview its areas of work and findings from our
recent reports.
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Annex C: Expenditure Tables

These Tables present actual expenditure by the Department for the years 2015-16 to 2018-20 and planned
expenditure for 2020-21, The data relates to the Department's expenditure on an Estimate and tudgeting basis. The
data is available in an Excel file, which can be found via the Department’s Annual Report and Accounts web-page.

Table 1 Total Departmental Spending - summarises expenditure on functions administered by the Department.
Consumption of resources includes programme and administration costs. Total Departmental expenditure is
analysed by Departmental Supply Estimates, and any unallocated provision. Piease note that totals may not sum
due to rounding.

All values in £k 2015-16 2017-18  2018-19  2019-20  2020-21
Qutturn Outturn Qutturn Qutturn Qutturn Plans

Resource DEL

A Tolleg Crossings ) N 01134 95004 182223 189568  -110.197  -114,508
B: Local Authorty Transport - 343063 384000 365545 374085 373719 372.080
CiHighways Englanc et 1998.800 2.005.683 2548248 2870747 2533306 2740000
Eﬂq@ f@}b@ ALBs (et 66.__5___2_5 103800 190415 37 549 169,185  -12.253 g
E: Other railways o 221383 _wza 600 106685 63182 38,355 322,553 :
F Sustanable Travel 159706 91600 87097  107.742 126588 114,116
G Bus Subsmﬂes&C‘oncesswo_ng&_ifares 281025 248717 65 ”244 922 255239 256,298 ; 486 578
“H: GLA transport grants 501413 474369 255071 26.071 28,071 3.000
|- Crossrail 28,714 1270 1654 1435 1794 2577
J: Aviation. Martiime. Securty and Safety 65800 56,300 ﬁi‘éff_?riiw 103104 238181 08147
“K: Maritime and Coastguard Agercy 284445 315707 827611  0837.856 856645  395.985
L Motoring A Agenmeh 130728 104500 98,643 40839 64686 66.872
M: Science, research and support functions 53. ?;69 o 17.587 14.886 19,436- 24,408 25,791
N: Central Administration 177919 191967 197,247 245515 277586 293694
O Support for Passenger Rail Services 1245333 1288, 40077" —778 107 -185990 373239 2.859.899
High Speed wo O isear 26524 9140 -
P High Speed Rail o - ~ T 50250 53.836  101.734
Q: Transport Develo;)ment Fund L 13.700 24,749 _50-0 3,974

R: High Speed Two Limited (net) . 286132 245805  254.706
'S¢ East West Rail Company Limited (net) S 7966 22,356 35876
T Network Rail (nel} B T Ba57167 6790441
U: Funding of Gther ALBs (net 16746 1.444 2724 12,858 12,773

Total Resource DEL 3,060,420 2,926,615 3,673080 3901750 11,436,845 14,192,272
QOf which:

Staff costs (Note ©) 585960 607780 726724 724807 2445710 2.501.858
“Purchase of goods and servces (Note C) U o0B 722 1977.800 2214081 2480804 5387701 5875145
Income from sales of goods and services 330209 GPBOG7  B56072 431543 497234 477663
‘Current grants 1o local government (net) 1356288 1.019.904 819, 715 619.154 527418 877.708
Current grants 10 persons and non-profit 6,248 50630 0882t 34884  G75645 05888
bodies (net)
Gurrert grants abroad (nef 5063 2049 8192 813 8287 49,889
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All values in £k 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
Outturn Qutturn Outturn Outturn Outturn Plans

Subsidies to private sector companies 504.997 594,953 634960 1173168 1,680,261 4,251,904
‘Suosidies to publc corporations 1088 1700~ < - 18307
Netpuol sevice persions Nole B) 9,153 5000 7402 2009 4795 18382
Rentals NoteG) 8610 703 33 5070 277,185  -257,750
Deprociaton Notes A8 Gy 1114649 1342307 1596878 1422846 7395790  7,280254
Ohange n penson scheme lebites 289 288 204 238 236 2%
Oterresource 2280161 2424883 -2000520 2131508 5447618 5972094
‘i'ake up of prowsmns S s o 7“*%;;”‘9?/;MA&-
“Releass of provison T T T T Tass s
‘Resource AME
VHgweysEngendfne) 2721 200 3646 41815 42809 10000
WNetwork Fal(het) 5367309 6079500 6862390 7046.148 1,649,152 2036019
X Fundmg of Other ALBs netl 56481 53200 93580 70097 123124 82,195
¥ Otmer Raiways 251278 314700 27,619 226761 137086 180148
7. Avation. Mariume. Security and Safety 8757 3360 2945 51448  -51963 1726
“AA Maritme and Coastquard Agency 2077 94 B99 4643 575 2430
AB:Motoring Agencies 4792 2296 1176 2218 4785 1501
AG: Central Admimstraton  7.260 15500  -7.402 66205 1,765 95048
AD:Hgh Speed Ral - . 13 - 100
AEHgnSpeedwolmitedtney - - eam 1000 -
“AF. East West Ral Company Limted ety - - . - 5000
AG Furdrgof AlBs (et @ - - 24 1088 -
Total Resource AME 5,679,666 65,456,960 6,089,321 7,456,089 1,827314 2,408,523
Of which:

Staficosts Note Q) 1242349 1206107 1383815 1sa0721 - -
Purchase of goods and services (Note C) 1,565.892 1 820104 2007952 20858270 726 811
Current grants toffrom local government (net) -445 365 ‘“-4_5350—_7155.354 —338 9567 -
Rentals Note ©) - 271859 202468 006321 o1747t - -
Depreciaton (Notes A& C) 4595035 4677089 4604849 5547546 259561 431501
Take upofprovisons 2011 198227 48963 93157 466,144 132621
—F{e\"ease of provwsnon—m—amﬁ—w—_dfo_ﬂg_ _T65 820 E@\ -35, 034—~ -556,703 » -36,169
“Crange n pension scneme habllites 68858 94549 231116 313437 268863 287789
“Unwindng of the discount rate on pension - 44998 57000 55000 58000 52,845
schame liabilities
Otrer resource 1006634 782727 610657 1760652 1849835 1539105
Total Resource Budget 8,749,086 0,383,575 10662401 11,357,850 13,268,158 15,600,795
Of which:

Deprecaton Nole Al 5700884 6019696 6201727 6970492 7076209 7721755
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, I o] [ [ ] ¢
l All values in £k 201516  2016-17  2017-18  2018-19  2019-20  2020-21
Qutturn Outturn Qutturn Outturn Qutturn Plans
l Capital DEL
A Tofed Crossings I 286,127 968 188,393 . aw 1,738 750
"B: Local Authortty Transpo} Ty, 7754765 1550793 1783031 1.808654 1,757.625 02616440
l C:Highways England net) 179751' 008 2,020, 728 2308, 700 2649466 3.231792 5831000
D: Funding of Other ALBs inet © 0 a3posg 407100 711,324 9573 143,657 99,800
l E: Other raiways T gs5m48 72700 195840 34581 78491 103751
F. Sustainable Travet ""’7"7772557 241 212_5%__@5_ 208648 477,952 617432
G: Bus Subsidies & Concesswonary Fares 28,845 7134 9 064 8,204 9955 4860
l H GLA transport grans 925,000 943,997 -~ 81.000 9645
| Crossral - 799.974  -200.000 515000 889,000 -
U Aviation. Maritime, Securty and Safety 7190 18500 59285 93,467 53,060 33,065
I K: Maritime and Coastguard Agency 10184 12709 19338 11.669 7193 104,560
L: Motoring Agences 14,946 5,905 8358 35056 34,041 57512
l M: : Science, research and suoport fufﬁéﬂ;m’s IRE 213 {%777217.836 © a3s3 82201 32071 %’
N: Central | Adminisiration ] 3.158 236 e 7,368 41,361 35.708 £
0. Suppor‘r for Passenger Rail Services 451 - 243 -
I High Speed Two T 402536 340700 943.326 -
P HghSpeed Ral .. 552086 802570 711530
Q: Transport Development Fund ' 2304 138800 343850 430,721
l R: Hign Speed Two Limited net) L 0085597 2245648 4056, 500
National Product wity Investment Fund - - Ts0 I
l S Eas{V-Ve‘;f Rail Company Limitad (net‘ T . 91 1,308 900
T: Network Rail {nefi o - . 4621957 5327138
U: Funding of ALBs (ne) T 5586 6800 - )
I Total Capital DEL 5,060,504 5419249 6,221,480 8,274,268 14,241,882 18,063,758
Of which:
"Purchase of goods and services © 47528 28230 43.083 81671 43715
I Curregé}énts to persons and non—proﬂtw 23@9@ 14.604 11.952 i 2 4?9 7.50G
bodies (net}
“Capital support for local government (net) 3,682,851 2,390,470 1 935344 2583243 3, 005.836  2.932,661
l Capital grafwfs td person-s- & non-profil bod\e*:i - 2.526 -1,255 - -7 7?3?624 E’E@
(e
Capital grants to private sector companiss 310,820 498.846 1253257 450,963 233748 -89,900
l (net)
Capital grants abroad (neti 293 27.184 5806 - p2og -
“Capital support for public corporations 4420 2672 33419 69654 9.803 5,000
' Purchase of assets {Note C} 2363796 2458140 3,128.535 5,129.214 11.222.429 15,128,690
Income rom sales of assets T 613 8192 -_--1_3@__“_8_1-62 13008 -
l Net lending to the private sector and abroad  -317.404 9620 197248 4708 380
"Other capitay 22.196 73854 44863 10380  -0B3.082 33,609
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All values in £k 2015-16  2016-17  2017-18  2018-19  2019-20  2020-21
Qutturn Cutturn Outturn Qutturn Qutturn Plans

Capital AME

V Highways Engand (neth  -23.755 30245 38492 132,970 8994 50000
Network Rail ety 8600451 6761884 6.117.800 5382.855 -
“Funding of ahﬁfeisﬂ(@ I -
Other Railways E -
Z: Avition, Maritime, Security and Safety  -20.000 _'77207 000 20000 '*égmn*n 20000 - 20_003
“Cenval Adminstraven @0 - - S
“High Speed Two T T T T T dors s3ooe 912567 . -
AD; High Speed Rai T vt arsta 439600
"AE:High Speed Two Limited (e - - . o23864 2086 -
Total Capital AME 6544462 6,855,155 7.244,187 5,168,070 10379 469,600
Of which:

Takeup of provsons “‘5472‘1"_'* . 230767 200984 2055 23000
‘Release of provsion 90411 67266 -108914 39@77 527, '7?'7 770,430
“Capital support for local government (nety | 260.668 45324 308438 301230 - -
Purchase of assets (Note C) | 8861110 6987745 7202197 7.220105 556,048 1237030
‘ncome from sales of assets - 823 35431 1126784 -
Other capital 18988 -19071 264011 10 20010 20,000
Total Capital Budget 12,505,065 12,274,405 13465667 13442336 14,252,361 18,533,358
Total departmental spending (Note D) 15,544,160 15,638,283 17026341 17,820605 20,442,281 27,412,308
Of which:

Tow DEL 7915385 7003567 8207682 10753172 18,345,037 24965776
Total AME T 7628795 6634726 UG2BEEG 7076523 2097244 2445622
Notes:

A, Includes impairments.

B. Pension schemes report under 1AS 19 accounting reguirements. These figures therefore inciude cash payments
made and contributions received, as well as certain non-cash items,

C. Until 31 March 2019, the classification of Network Rail's spending was split between AME and DEL. Since the
start of Controf Pericd 6 on 1 April 2013, almost all of Netwerk Rail's spending has been classified as DEL.

D. Total departmental spending is the sum of the resource budget and the capital budget iess depreciation. Similarly.
total DEL is the sum of the resourcs budget DEL and capital budget DEL less depreciation in DEL, and total AME
is the sum of resource budget AME and capital budget AME less depreciation in AME,

Core tables do not include Voted Non-budget items such as prior period adjustments.

g
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Table 2 Administration Cusls — provides a more detailed analysis of the administration costs of the Department. It
retains the high level funchional analysis used in Table 1. Please note that totals may not sum due to rounding.

All values in £k 2015-16  2016-17  2017-18  2018-19  2018-20
Qutturn Outturn Outturn Qutturn Qutturn Plans

Resource DEL

Highways England (net] 55956 47, 983 48,401 46575 43566 43917
Funding of Other ALBS (re) ) 1,508 1475 1586 942 967 952
Martime and C Coastguard Ag(:m_(-“;__m a7 7e07 7304 7,011 7483 7.280
b(;B;;aT/;\EﬁmE;a;;on ~ jo7s84 193671 _1—985@ 02285 240991 051522

High Speec Two Limited (ne) ) 2119 1817 2968 2135 2,030 2000

East West RaﬂE&npany le\ted [net) L o 116 223 o 245
Funding of Other ALBS {net) 3208 6653 6057 a3 3a

Total administration budget 267085 258,806 264,764 278097 204,974 305925

OF which:

Staff costs 140,014 351,653 155,954 155573 205546 ) '55% I .
Purchase of goods and SBNVICes - 118,990 _"103 512 103 499 1 1?321_ 86,582 90 324 g
\ﬂcome from Sales of goods and services -8,656 -9, 701 -7.535 -9, 895 10127 —8‘279 Z
_éatg|dTes to pnvate sector companles o -20 B -1 - - -
Rertals  sa7 7117 1833 8, és_z a7 208
Depreciation o 6049 4109 6350 5901 11447 16856

Other resource a7 5116 8330 45 1283 675

Take up of provisig);s* - L - L - _-56 -
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Spending and Performance

The table below links the spending information in the tables above to the service and perfarmance information in the
performance report. Activities denoted by an asterisk are not referred to explicitly in the Performance Report.

Activity (the letters correspond to rows in the tables above) | Paragraphs in the performance report

Central functions
M Scence research & support functors | 1201,1236.28 -
NAG  Cenwalagmmsvaten  42eti1285
Local T
A Tolled crossings 7 —__EF\MR - -
kBm-qd“Toc”eEut_hgrity transpor‘t 7 ) 1.43, 1.143, éﬁ S
F- Sustalnéble travel o S 1.2{8. 17.137: I
G Bussubsidies & concessionary fares 1208
4 GlAtansporgams - T
‘@ TansponDevelopmentFued 128
Ral
TW  NeworkRal 116,124,125 129,134, 136 137,142,151, 1.78,
1.84, 1.86, 1.164. 1.169 1,183, 1.187, 1.188. 1.213,
1.257,1.304 1.316. 1.318, 1.327. 216, 2.17, 2.35, 2.57.
2.226, 2.227,2.228,2.248
PR AD. AE High Spesd Two Ltd ard High Speed Ral 1.25.1.28, 140, 142, 143 1.85 196, 1.97, 198,199,
1,161, 1.183,1.257,1.280, 1.217, 1.327 2.37, 2.41
I omssal 122128.1900,11011102,1262,1280
'S.AF FEastWestRal 188 1155.1.156.1257.216.23
O SupooriorPassengerFalSeruces 127 136,148.164.1189.256.2313
EY  Omeralways -
} R—;adk e
CV HighwaysEngand 116 1.28,1.37, 1.42,1.43. 1.5, 1.72, 1.73, 1.76. 1.164,
1.211.1.212,1.217.1.327, 2.186. 2.36, 237 2.41, 2147
LAB  Morngagences 2221t
Aviation, maritime, security and safetr T T
0Z  Avaton, martime, securty & safety 164, 1.68.1.105, 124, 1.125, 1 227, 1.228. 1 2311232,

123.3 ‘1234 1.238, 1.250, 1.312, 26 2.36, 2.37. 24‘T

K, AA Marmme & Coastguard Agenoy -

Fundlng of other ALBs not referred to above

0.U X AG Fumdlng of other ALBs -
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