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MERSEYRAIL ELECTRICS 2002 LIMITED

DIRECTORS' REPORT

The directors present their annual report and the audited financial statements for the 52 week period from 7 January
2007 to 5 January 2008

PRINCIPAL ACTIVITIES

In 2003 Merseyrail were awarded a 25-year concession to provide rail services on behalf of Merseytravel, the
Merseyside Passenger Transport Executive This singled out Merseyrail amongst other Tram Operating Companies
(TOCs) where average length contracts are between 7-10 years For this reason, Merseyrail are now 1n the enviable
position of being able to take a long-term perspective on the mvestment and development of rail passenger services
which exceeds the expectatons of not only the people of Merseyside, but also the wider public transport
community Merseyrail 1s a 50/50 Jownt venture between Serco Group Plc and NedRailways BV

Merseyrail 1s an urban network of vital importance to the transport infrastructure of Liverpool and Merseyside and 1s
one of the most intensively used Networks 1n the UK with almost 800 tram services daily (Monday to Frniday) with
a reduced service of 350 tram services at the weekend There are approximately 107,000 passenger journeys each
weekday, with 35 million passenger journeys per annum Around 50% of passengers are daily users

The busmess operates 75 route mules in the Merseyside area bisected by the niver Mersey The network has 67
stations, 66 of which are managed by Merseyrail, with ternum stations at Southport, Ormskark, Kirkby, and Hunts
Cross to the North and New Brighton, West Kirkby, Chester, and Ellesmere Port on the Wural side of the river The
network also includes 6 5 mules of underground track and 5 underground stations

The busmess operates with a fleet of 59 class 507/508 electric trams which have recently undergone an extensive
refurbishment  This included improved seating, advanced passenger mformation systems and on board CCTV
security cameras

In view of the ongoing regeneration of the city and the developments related to the European Capital of Culture for
2008, rail will play a major role in the economuc hife of the region and be a vital part 1n the urban transport network
which 1s already “multi-modal” with combined tickets valid on trains, buses and ferries

BUSINESS REVIEW

The Directors are satisfied with the performance of the company during the year Turnover was £116,091,000,
which was an increase of 5 7% on the previous year (2007 £109,845,000) Operating profit was £8,185,000, which
was an increase of 28% on the previous year (2007 £6,408,000)

In 2007 the company has invested almost £2 million pounds in capital improvements across the Network At the
year end, the company had a cash balance of over £7 million pounds with a further £1 million pounds on short term
mvestment The overall performance has icluded a Free Cash Flow (measured as operating cash flow plus
mvestment income less tax paid and capital spend) of £8,306,000 This performance 1s 38 5% better than 2006
(£5,997,000)

Tramn Service performance continued to improve during the year with the rail mndustry measure of performance -
Public Performance Measurement (PPM) at 93 1% for the year to 5th January 2008 and 94 3% for the final period in
the year Merseyrail rank in the top 3 of tramn operators for performance both nationally and also when compared to
other Regronal Operators

In 2006 Merseyrail piloted an mnovative retail/ticket office concept, MtoGo, at our Moorfields station. Ths
provides customers with the opportumty to purchase food and beverages as well as a rail ticket, 1n a sigle location
This concept was successfully rolled out to two further locations dunng 2007

On the security front, the ‘Secure Stations Scheme’ provides an incentive to tramn operators to umprove security and
provide reassurance to passengers and staff The Scheme 15 directed by the Department for Transport and the British
Transport Police So far 85% of the stanons we manage are accredited under this scheme, the highest percentage of
any train operator m the UK Merseyrail were an award winner 1n the Secure Stations Scheme which 1s sponsored
by the British Transport Police and the Department of Transport 1n the category “Innovative use of legislation” for
the work we have done on enforcement of by-laws and section 30 (Anti Social Behaviour) orders

Since 2004 we have reduced assaults on staff and passengers by more than 60% As a result passengers now demand
that we tackle the lower level anti-social behavior of a small minonty of our passengers Tackling lower level
ncidents helps to reduce the more senous crimes occurring Since February 2007 we are usmg the existing ratlway
by-laws 1n order to ensure a safe, pleasant and comfortable environment for our passengers A protocol was
estabhished with local Magsstrates Courts and specially trained and equipped by-law enforcement officers travel on
our tramns to enforce these by-laws Public support for our campaign has been considerable




MERSEYRAIL ELECTRICS 2002 LIMITED

DIRECTORS' REPORT (continued)

BUSINESS REVIEW (continued)

The number of cases of people bemng cautioned for breaking the by-laws has declined after a gradual build up from
February to May 2007 The recent national publicity for our approach has helped to raise the profile and change
people’s behavior From a peak of 306 m May 2007, the number of incidents recorded has declined to 36 m
December 2007

Dunng 2007 Merseyrail have been working with our Jomnt Ventwre partners to establish our carbon footprint and
exarmmne ways of reducing our impact on the environment In February 2007 our tramn maintenance depot at
Birkenhead North was awarded IS014001 which 1s the mternational accreditaton for the Environmental
Management Systems In 2008, we will continue to focus on opportumties for reducing our energy usage,
monitoring and reducing our waste and maintaining our 1S014001 accreditation

OUTLOOK

Throughout 2008 we will continue, 1n partnershup with Merseytravel, to make improvements to the Network and our
service, to enable us to meet the challenges of 2008 when Liverpool 1s European Capital of Culture There 15 a
sigmficant calendar of events and we see this as an opportunuty to raise our profile both nationally and locally as the
preferred transport option for the Merseyside area, as an ‘Official Supporter’ of Liverpool *08

One of our key business goals for 2008 15 to increase our passengers’ satisfaction across our network and we hope to
see this 1mprovement reflected m hgher National Passenger Survey scores We wll be focusing on getting closer to
our customers, and 1n particular improvimg our knowledge of their expectations and perception of our service

PRINCIPAL RISKS AND UNCERTAINTIES

The 25 year concession means that the business has certamty and 1s therefore able to take a long-term view on
mvestment However, throughout this period there 1s imited scope for fares increases, and therefore effective cost
management remains a crucial element of the management of Merseyrail, to allow us to remain competitive

In common with most train operators the main competitor to the business 1s the car, taxis and, bus operators To
mutigate the nsks from these pressures, the company works with our partners to ensure that Merseyrails’ services
meet or exceed the requirements of our stakeholders The directors want Merseyrail to be the transport provider of
choice 1n the region

DIVIDENDS AND TRANSFERS TO RESERVES

The profit for the period after taxation was £6,608,000 (2007 - £4,836,000)
A dividend of £6,194,000 for the period has been paid (2007 - £6,004,000)
DIRECTORS AND THEIR INTERESTS

The directors who served during this period and thereafter are listed below

Richard Emmerink (resigned 23 Apnl 2007)
Peter van Toor (resigned 24 January 2008)
Hendrikus Verwer (resigned 1 November 2007)
Andrew Heath

Ian McLaren {resigned 9 February 2007)
Lee Bartholomew (resigned 29 November 2007)
Kevin Thomas (appoiwnted 23 Apnl 2007)
Nicholas Brown (resigned 29 November 2007)
Dominic Booth (appointed 29 January 2007)
Peter Morton (appointed 5 March 2007)
Bartholomeus Schmemnk  (appomted 1 November 2007)
Alan Wilson (appointed 29 November 2007)
David Temple (appointed 24 January 2008)
Lesley Batty (appointed 21 February 2008)

No drectors had any beneficial interest in the 1ssued share capital of the company or the immediate parent company
at 5 January 2008 or 7 January 2007

CHARITABLE CONTRIBUTIONS

During the penod, the company made charitable donations and sponsorship payments of £78,194 (2007 £85,789)
prncipally to local chanities and groups serving the communities in which the company operates
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MERSEYRAIL ELECTRICS 2002 LIMITED
DIRECTORS' REPORT (continued)

EMPLOYEE INVOLVEMENT AND DISABLED EMPLOYEES

The company gives full and fair consideration to apphcations for employment from disabled pecple having regards
to thewr particular aptitudes and abihties Efforts are made to continue the employment of those who become
disabled dunng their employment, and training, career development and promotion 1s, as far as possible, 1dentical
for all employees n accordance with their skills and abilities

The company also has a pohcy of communicating and consulting with 1ts managers and employees to ensure their
active involvement

AUDITORS

A resolution for the reappomntment of Deloitte & Touche LLF as auditors of the company 1s to be proposed at the
forthcomng Annual General Meeting

STATEMENT OF DISCLOSURE TO THE AUDITORS
Each of the persons who 1s a director at the date of approval of this report confirms that

s 5o far as the director 15 aware, there 15 no relevant audit information of which the company’s auditors are
unaware, and

e the director has taken all the steps that he/she ought to have taken as a director mn order to make
himselif/herself aware of any relevant audit information and to establish that the company’s auditors are
aware of that information

Thas confirmation 1s given and should be interpreted 1n accordance with the provisions of s234ZA of the Compames
Act 1985

Approved by the Board of Directors
and signed on behalf of the Board

VI
Director

7 4 [0%




MERSEYRAIL ELECTRICS 2002 LIMITED

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The durectors are responsible for prepanng the Annual Report and financial statements m accordance with
apphcable law and regulations

Company law requires the directors to prepare such financial statements for each financial year Under that law the
directors have elected to prepare the financial staterments 1n accordance with United Kingdom Generally Accepted
Accounting Practice (United Kmgdom Accounting Standards and applicable law) The financial statements are
required by law to give a true and fair view of the state of affairs of the company and the group and of the profit and
loss of the group for that period In prepanng these financial statements, the directors are required to

s select suitable accounting pohcies and then apply them consistently,
» make judgements and estimates that are reasonable and prudent,
e state whether applicable UK Accounting Standards have been followed, and

e prepare the financial statements on the gomg concern basis unless 1t 1s inappropriate to presume that the
company will continue 1n business

The directors are responsible for keepimng proper accounting records that disclose with reasonable accuracy at any
tune the financial position of the company and to enable them to ensure that the financial statements comply with
the Companies Act 1985 They are also responsible for safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of fraud and other uregularities




INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF
MERSEYRAIL ELECTRICS 2002 LIMITED

We have audited the financial statements of Merseyrail Electrics 2002 Lirmuted for the 52 week period ended
5 January 2008 which comprnise the profit and loss account, the statement of total recogmsed gains and losses,
the balance sheet and the related notes 1 to 24 These financial statements have been prepared under the
accounting policies set out therem

This report 18 made solely to the company's members, as a body, n accordance with section 235 of the
Companies Act 1985 Our audit work has been undertaken so that we mught state to the company's members
those matters we are required to state to them in an auditors’ report and for no other purpose To the fullest
extent permutted by law, we do not accept or assume responsibility to anyone other than the company and the
company's members as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

The directors’ responsibitities for prepaning the Annual Report and the financial statements in accordance with
apphcable United Kingdom law (Umited Kingdom Generally Accepted Accounting Practice) are set out in the
Statement of Directors’ Responsibihties

Our responsibiity 1s to audit the financial statements m accordance with relevant legal and regulatory
requiremnents and Internationat Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and farr view and are properly
prepared 1n accordance with the Compames Act 1985 We also report 1f, in our opimon, the information given in
the directors’ report 15 consistent with the financial statements

In addition we report to you if, In our optnion, the company has not kept proper accounting records, 1f we have
not recewved all the information and explanations we require for our audit, or if information specified by law
regarding directors’ remuneration and other transactions 1s not disclosed

We read the directors’ report and consider the imphcations for our report 1f we become aware of any apparent
nusstaternents within it

Basis of audit opimon

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the
Auditing Practices Board An audit includes examunation, on a test basis, of evidence relevant to the amounts
and disclosures in the financial statements It also includes an assessment of the sigmficant estmates and
judgements made by the directors in the preparation of the financial statements, and of whether the accountng
policies are appropnate to the company's circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtam all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial
statements are free from material musstatement, whether caused by fraud or other uregulanty or error In
forming our opinion we also evaluated the overall adequacy of the presentation of mformation 1n the financial
statements

Opimon
In our opimon

e the financia) statements give a true and fair view, n accordance with Umited Kingdomn Generally Accepted
Accounting Practice, of the state of the company's affairs as at 5 January 2008 and of the company’s profit
for the 52 week penod from 7 January 2007 to 5 January 2008,

e the financial statements have been properly prepared m accordance with the Compamies Act 1985, and

the information given 1n the directors’ report 15 consistent with the financial statements

mn- Yl 0 1 M no08
W
ered Accountants and Registered Auditors

Liverpool
United Kingdom




PROFIT AND LOSS ACCOUNT
52 weeks ended 5 January 2008

TURNOVER
Cost of sales

OPERATING PROFIT

Interest recervable and similar income
Interest payable and similar charges
Other finance income

PROFIT ON ORDINARY ACTIVITIES
BEFORE TAXATION
Tax on profit on ordinary achivities

PROFIT ON ORDINARY ACTIVITIES
AFTER TAX FOR THE PERIOD

All amounts relate to contimung operations

MERSEYRAIL ELECTRICS 2002 LIMITED

Note

18

52 weeks 52 weeks
ended 5 ended 6
January January
2008 2007
£000 £000
116,091 109,845
(107,906) (103,437)
8,185 6,408
370 281
(202) (120)
853 300
9,206 6,869
(2,598) (2,033)
6,608 4,836




MERSEYRAIL ELECTRICS 2002 LIMITED

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

52 weeks ended 5 January 2008

Note

Profit for the financial penod atinbutable to the members
Actuanal (loss)/gan relating to pension scheme 20
Deferred tax atmbutable to actuarial gamn/(loss)

Total recogmsed gams and losses for the penod

52 weeks 52 weeks
ended 5 ended 6
January January
2008 2007
£°000 £000
6,608 4,836
(1,650) 5,576
462 (1,673)
5,420 8,739




BALANCE SHEET
5 January 2008

FIXED ASSETS
Intangible assets
Tangible assets

CURRENT ASSETS
Stocks

Debtors

Investments

Cash at bank and n hand

CREDITORS: amounts falling due within
one year

NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT
LIABILITIES

CREDITORS: amounts falling due after
more than one year

PROVISIONS FOR LIABILITIES

NET ASSETS BEFORE PENSION LIABILITY

Pension hability

NET ASSETS AFTER PENSION LIABILITY

CAPITAL AND RESERVES
Called-up share capital
Profit and loss account

TOTAL EQUITY SHAREHOLDERS’
FUNDS

MERSEYRAIL ELECTRICS 2002 LIMITED

5 January 6 January
2008 2007
Note £°000 £000
9 3,216 3,373
10 8,654 7,797
11,870 11,170
11 1,083 1,072
12 8,311 8,393
13 1,000 -
7,493 7,613
17,887 17,078
14 (19,534) (17,629)
(1,647) (351)
10,223 10,619
15 (3,691) (4,083)
16 (48) (134)
6,484 6,402
20 (2,956) (2,100)
3,528 4,302
17 - -
18 3,528 4,302
18, 19 3,528 4,302

These financial statements were approved by the Board of Directors on =~ {7 / 4 / o%

Signed on behalf of the Board of Directors

Dhrector ﬁ’ ’7 //




MERSEYRAIL ELECTRICS 2002 LIMITED

NOTES TO THE ACCOUNTS
52 weeks ended 5 January 2008

1. ACCOUNTING POLICIES

The principal accounting policies are summarised below They have been applied consistently throughout
the current period and previous period

Bass of preparation

The financial statements are prepared under the hustorical cost convention 1n accordance with apphicable law
and United Kingdom accounting standards

Turnover
Passenger income 15 included m turnover

Concession payments relate to amounts received from Merseyside Passenger Transport Executive (PTE)
under the Concession Agreement to operate Merseyrail trams  Other turnover anses from the provision of
ancillary services to external parties

All turnover 1s recognised at the point at winch the service 1s provided
Goodwill and intangible fixed assets

For acquisition of a business, purchased goodwill 1s capitalised m the year mn which it anses and amortised
over 1ts estimated useful life up to a maximum of 25 years The directors regard 25 years as a reasonable
maximum for the estimated useful life of goodwill since 1t 1s difficult to make projections exceeding this
period

Other mntangible fixed assets are capitalised mn the year they are mncurred and amortised over their useful
economuc lives The concession costs tncurred n the period ended 3 January 2004 (shown i note 9) are
amortised over the life of the concession (25 years)

Tangible fixed assets and depreciation
Tangible fixed assets are stated at cost, net of depreciation and any provision for impairment

Depreciation 15 provided at rates calculated to write off the cost of each asset on a straight line basis over 1ts
estimated useful hfe at the following annual rate

Leasehold buildings 2% - 10% per annum
Plant and machinery, motor vehicles and

Qs _ [+)
fixtures and fittings 4% - 33% per annum
Taxation

Current taxation 1s provided at the amounts expected to be paid (or recovered) using the tax rates and laws
that have been enacted or substantially enacted by the balance sheet date

Deferred taxation 1s provided i full on timing differences that result in an obligation at the balance sheet date
to pay more tax, or a nght to pay less tax, at a future date, at rates expected to apply when they crystallise
based on current tax rates and law Timing differences anse from the mnclusion of items of income and
expenditure 1n taxation computations m periods different from those 1 which they are inclided m the
financial statements Deferred tax assets are recogmsed to the extent that 1t 15 regarded as more likely than
not that they will be recovered Deferred tax assets and habihties are not discounted

Leases

Assets held under finance leases and the related lease obhigations are recorded 1n the balance sheet at the fair
value of the leased assets at the inception of the leases The excess of the lease payments over the recorded
lease obligations are treated as finance charges which are amortised over the lease term  Rental costs under
operatng leases are charged to profit and loss account 1n equal amounts over the periods of the leases

Stocks
Stock 1s stated at the lower of cost and net realisable value
Current asset investments

Investments held as current assets are stated at the lower of cost and market value at the balance sheet date

10




MERSEYRAIL ELECTRICS 2002 LIMITED

NOTES TO THE ACCOUNTS
52 weeks ended 5 January 2008

1.

ACCOUNTING POLICIES (continued)
Finance costs

Fmance costs of financial liabihties are recogmsed in the profit and loss account over the term of such
mstruments at a constant rate on the carrying amount

Bank borrowings

Interest-bearing bank loans and overdrafts are recorded at the proceeds received, net of direct 1ssue costs
Finance charges, including premuums payable on settlement or redemption and direct 1ssue costs, are
accounted for on an accrual basis in the profit or loss account using the effective mterest method and are
added to the carrying amount of the mstrument to the extent that they are not settled m the pertod m which
they arise

Pension costs

Pension costs are accounted for in accordance with Financial Reporting Standard 17 “Retwrement Benefits”
For the defined benefit pension scheme, the amounts charged to operating profit are the current service costs
and gans and losses on settlements and curtailments They are mcluded as part of staff costs Past service
costs are recognised immediately 1n the profit and loss account 1f the benefits have vested If the benefits
have not vested immediately, the costs are recogmsed over the period until vesting occurs  The mterest cost
and the expected retumn on assets are shown as a net amount of other financial costs or credits adjacent to
interest Actuarial gains and losses are recogmsed immediately 1n the statement of total recogmsed gains and
losses

The defined benefit pension scheme 1s funded, with the assets held separately from those of the company, m
separate trustee admimistered funds Pension scheme assets are measured at fair value and habilihes are
measured on an actuanal basis usmg the projected umt method and discounted at a rate equivalent to the
current rate of return on a high quahty corporate bond of equivalent currency and term to the scheme
habihites The actuanal valuations are obtained at least trienmally and are updated at each balance sheet
date The resulting defined benefit asset or hiability, net of the related deferred tax, 1s presented separately
after other net assets on the face of the balance sheet

Cashflow statement

The company 15 exempt under Financial Reporting Standard 1 from including a Cashflow Statement 1n 1ts
accounts as 1t 15 a wholly owned subsidiary of Merseyrail Services Holding Company Limuted, a company
mncorporated m the United Kingdom, which has included a Consolidated Cashflow Statement 1n 1ts financial
statements

TURNOVER

All turnover onginates in the Umted Kingdom and denives from passenger income and other services

11




MERSEYRAIL ELECTRICS 2002 LIMITED

NOTES TO THE ACCOUNTS
52 weeks ended S January 2008

3.

OPERATING PROFIT
52 weeks 52 weeks
ended 5 ended 6
January January
2008 2007
£°000 £000
Operating profit 1s stated after charging:
Depreciation and amortisation
- mntangible fixed assets 157 157
- tangible fixed assets 971 718
Operating lease rentals
- plant and machinery 11,530 11,454
- access charges payable to Network Rail 21,130 18,689
- land and bwldings 7,974 7,784
The analysis of auditors’ remuneration 1s as follows
Fees payable to the company’s auditors for the audit of the company’s annual
accounts 44 42
Fees payable to the company’s auditors and their assocates for other services to
the group
- the audit of the group financial statements pursuant to legislation 2 2
46 40
There were no non-audit services provided durning the period (2007 same)
INTEREST RECEIVABLE AND SIMILAR INCOME
52 weeks 52 weeks
ended 5 ended 6
January January
2008 2007
£°000 £'000
Bank mterest 367 277
Other mterest 3 4
370 281
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MERSEYRAIL ELECTRICS 2002 LIMITED

NOTES TO THE ACCOUNTS
52 weeks ended 5 January 2008

5. INTEREST PAYABLE AND SIMILAR CHARGES

Other mterest
Loan nterest
Finance lease interest

6. INFORMATION REGARDING DIRECTORS AND EMPLOYEES

Directors' remuneration
Other emoluments
Pension contnbutions

Remuneration of the laghest paid director

The company contributed £6,000 (2007 £1,000) to the pension scheme of the highest paid director

52 weeks 52 weeks
ended 5 ended 6
January January
2008 2007
£'000 £000

8 9

90 8

104 103

202 120

52 weeks 52 weeks
ended 5 ended 6
January January
2008 2007
£°000 £'000
392 358

31 39

423 397

100 135

The number of directors who were members of the defined benefit pension scheme at the penod end was 1

(2007 - 1)

Average number of persons employed (including directors)
Operational

Engineenng and maintenance

Admimstration and support

Staff costs during the period (including directors)
Wages and salaries

Social security costs

Pension costs — defined benefit scheme

Pension costs — personal pension schemes

52 weeks 52 weeks
ended 5 ended 6
January January
2008 2007
Ne. No.
861 884
132 130
141 145
1,134 1,159
52 weeks 52 weeks
ended 5 ended 6
January January
2008 2007
£'000 £°000
30,865 29,803
2,224 2,167
2,891 2,820
23 37
36,003 34,827
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MERSEYRAIL ELECTRICS 2002 LIMITED

NOTES TO THE ACCOUNTS
52 weeks ended 5 January 2008

T TAX ON PROFIT ON ORDINARY ACTIVITIES

Corporation tax

Umited Kingdom corporation tax at 30% (2007 30%)
based on the profit for the penod

Adjustment in respect of prior period

Deferred tax
Timng differences
Adjustment 1n respect of prior period

Total tax on profit on ordinary activities

52 weeks 52 weeks
ended 5 ended 6
January January
2008 2007
£°000 £000
(2,483) (1,933)
{201) 37
(2,684) (1,896)
(239 {133)
325 (4)
(2,598) (2,033)

The current corporation tax charge on profit on ordmary activities 1s lower (2007 lower) than that resulting
from applyng the standard rate of corporation tax mn the UK of 30% (2007 30%) The differences are

explained below

Profit on ordmnary activities before tax

Tax on profit on ordinary activities at standard UK
corporation tax rate of 30% (2007 30%)

Effects of

Expenses not deductible for tax purposes
Short term tirmung differences

Capital allowances 1n excess of depreciation
Adjustment 1n respect of prior period

Current tax charge for the period

52 weeks 52 weeks
ended 5 ended 6
January January
2008 2007
£°000 £°000
9,206 6,869
(2,762) (2,061)
104 (88)
41 (66)

134 200
(201) 119
(2,684) (1,896)
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NOTES TO THE ACCOUNTS
52 weeks ended 5 January 2008

MERSEYRAIL ELECTRICS 2002 LIMITED

7. TAX ON PROFIT ON ORDINARY ACTIVITIES (continued)

Movement on deferred taxation balance n the period:

Opening (liability)/asset
Prior year adjustment
Current year movement

Closing hability

Analysis of deferred tax balance:

Capital allowances i excess of depreciation
Short term timung difference

8. EQUITY DIVIDENDS

Equity dividends paid of £3,097,000 per share (2007 £3,002,000)

9. INTANGIBLE FIXED ASSETS

Cost
At 7 January 2007 and 5 January 2008

Amorfisation

At 7 January 2007
Charge for the year
At 5 January 2008

Net book value
At 5 January 2008

At 6 January 2007

52 weeks 52 weeks
ended 5 ended 6
January January
2008 2007
£2000 £000

{(134) 76

325 {77)

(239) {133)

48) (134)

5 January 6 January

2008 2007

£°000 £000

(129) (200)

g1 66

(48) (134}
52 weeks 52 weeks
ended 5 ended 6
January January
2008 2007
£000 £°000

6,194 6,004

Concession

costs Goodwill Total
£000 £000 £°000
726 3,190 3,916
101 442 543
29 128 157
120 570 700
596 2,620 3,216
625 2,748 3,373
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NOTES TO THE ACCOUNTS
52 weeks ended 5 January 2008

10.

11.

12.

TANGIBLE FIXED ASSETS

Cost

At 7 January 2007
Additions
Disposals
Transfers

At 5 January 2008
Accumulated depreciation
At 7 January 2007

Charge for the year
Disposals

At 5 January 2008

Net book value
At 5 January 2008

At 6 January 2007

MERSEYRAIL ELECTRICS 2002 LIMITED

Leasehold Assets in the

land and course of Plant and Fixtures

bulldings construction machinery and fittings Total
£°000 £°000 £°000 £7000 £000
2,287 158 5,182 1,610 9,237

- 1,506 118 204 1,828
- - (36) - (36)

303 (1,023) 194 526 -
2,590 641 5,458 2,340 11,029

53 - 1,030 357 1,440

89 - 606 276 971
- - (36) - (36)

142 - 1,600 633 2,375
2,448 641 3,858 1,707 8,654
2,234 158 4,152 1,253 7,797

The cost of assets held by the company under finance leases at 5 January 2008 was £2,543,000 (2007 -

£2,543,000

The accumulated depreciation provided for on those assets at 5 January 2008 was £568,000 (2007 -

£327,000)

STOCKS

Raw matenals and consumables
Work 1 progress

DEBTORS

Trade debtors

VAT

Other debtors

Prepayments and accrued income

5January 6 January
2008 2007
£000 £000

912 942

171 130

1,083 1,072
5January 6 January
2008 2007
£000 £000
1,553 2,815
1,959 1,823
2,339 479
2,460 3,276
8,311 8,393
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NOTES TO THE ACCOUNTS
52 weeks ended 5 January 2008

13,

14.

15.

INVESTMENTS

Short term deposits and mvestments

MERSEYRAIL ELECTRICS 2002 LIMITED

5January 6 January

2008 2007
£000 £°000
1,000 -
1,000 -

Short term mvestments comprise of a deposit for 1 month which 1s readily convertible to known amounts of

cash

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Trade creditors

Amounts owed to parent undertaking
Corporation tax payable

Other creditors

Other taxation and social securnty
Accruals and deferred income
Obligations under finance leases
Bank loans

5January 6 January

2008 2007
£°000 £'000
10,170 8,224
650 650
1,206 945
4,966 4,008
211 176
1,939 3,234
241 241
151 151
19,534 17,629

CREDITORS: AMOUNTS FALLING DUE AFTER ONE YEAR

Obligations under finance leases
Bank loans

Obligations under finance leases

Within one year
Within two to five years
After five years

Loans are repayable as follows

Within one year
Within two to five years
After five years

5 January 6 January

2008 2007
£000 £2000
1,734 1,975
1,957 2,108
3,691 4,083
241 241
965 965
769 1,010
1,975 2,216
151 151
606 606
1,351 1,502
2,108 2,259

Bank loans are secured on the assets to which they relate

The bank loans bear interest at a fixed rate of 6 6945%
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MERSEYRAIL ELECTRICS 2002 LIMITED

NOTES TO THE ACCOUNTS
52 weeks ended 5 January 2008

16.

17,

18.

19.

PROVISIONS FOR LIABILITIES AND CHARGES

5 January 6 January
2008 2007
£000 £°000
Deferred tax provision (see note 7) 48 134
CALLED-UP SHARE CAPITAL
5 January 6 January
2008 2007
£ £
Authorised
1,000 ordinary shares of £1 each 1,000 1,000
Called-up, allotted and fully paxd
2 ordinary shares of £1 each 2 2
RESERVES
Profit
and loss
account
£000
As at 7 January 2007 4,302
Profit for the financial period 6,608
Dividends paid (see note 8) (6,194)
Actuarial gams and losses (net) (1,188)
As at 5 January 2008 3,528
RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS’ FUNDS
52 weeks ended 52 weeks ended
5 January 6 January
2008 2007
£:000 £:000
Profit for the financial period 6,608 4,836
Dividends paid {see note 8) {(6,194) (6,004}
Other recogmsed gains and losses relating to the penod (net} (1,188) 3,903
Net (reduction)/addinion to shareholders’ funds (774) 2,735
Opentng shareholders’ funds 4302 1,567
Closing shareholders' funds 3,528 4,302
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MERSEYRAIL ELECTRICS 2002 LIMITED

NOTES TO THE ACCOUNTS
52 weeks ended 5 January 2008

20

PENSION ARRANGEMENTS

Pension Commitments

The Company operates a Section of the Railways Pension Scheme (“the Section™) This provides benefits for
employees based on final pensionable pay The members are expected to meet 40% of the cost of the
emerging benefits

The last formal valuation of the Section tock place at 31 December 2004 At that date, the market value of
the Section’s assets was £69 13m, and this represented 83% of the value of the Section’s habihties assessed
using the following principal actuarial assumptions

% per annum

Investment return 649
Pay growth 370
Inflation and pension increases 270

The employer made contributions of £2,583,000 n the peried (2007 - £2,265,000)

Actuarial Assumptions

The full actuanal valuation at 31 December 2004 was updated to 5 January 2008 and 6 January 2007 by a
qualified actuary, using the following assumptions 1n relation to future experience

5 January 6 January 7 January

2008 2007 2006
Discount rate 580% 5 20% 4 80%
Rate of increase 1n salaries 4 20% 390% 3 70%
Rate of increase in deferred pensions 320% 2 90% 270%
Rate of increase 1n pensions 1n payment 320% 2 90% 270%
Inflation assumption 320% 2 90% 270%

In addition to the above rates of increase 1n salanes, a scale of promotional salary increases 15 assumed
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NOTES TO THE ACCOUNTS
52 weeks ended 5 January 2008

20.

MERSEYRAIL ELECTRICS 2002 LIMITED

PENSION ARRANGEMENTS (continued)

Fair Value of assets and expected rates of return

The assets 1n the scheme and the expected rates of return were

Equities
Bonds/Gilts
Property

Cash and Other

Total market value of
assets

Present value of scheme
liabilities

Members’ share of
deficit

Deficit in scheme
Related deferred tax asset

Net pension hiabihity

5 January
2008
Long term
rate of
return
expected

795%
5 80%
575%
5 00%

5 January
2008
Value
£000

61,640
9,590
8,640
9,430

89,300

(96,141)
2,736

(4,105)
1,149

(2,956)

6 January
2007
Long
term

rate of
return
expected

795%
5 20%
575%
500%

6 January
2007
Value
£000

61,322
8,236
7,989
3,820

81,367

(86,367)
2,000

(3,000)
900

(2,100}

7 January
2006

Long term
rate of
return
expected

7 00%
4 80%
535%

7%
January
2006
Value
£000

50,812

9,333
8,987

69,132
(83,000)
5,547

(8,321)
2,496

(5,825)
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MERSEYRAIL ELECTRICS 2002 LIMITED

NOTES TO THE ACCOUNTS
52 weeks ended 5 January 2008

20.

PENSION ARRANGEMENTS (continued)

52 weeks 52 weeks
ended 5 ended 6 Year ended
January January 7 January
2008 2007 2006
Amounts included within operating profit: £000 £'000 £°000
Current service cost 2,891 2,820 2,720
Total included within operating profit 2,891 2,820 2,720
Amounts included as other finance (income)/costs.
Expected return on scheme assets (3,590) (2,760) (2,528)
Interest cost on scheme habilities 2,737 2,460 2,210
Net finance return (853) (300) (318)
History of expertence gains and losses
52 weeks 52 weeks 52 weeks 52 weeks
ended ended ended ended Year ended Year ended
5 January 5Janunary 6 January 6 January 7 January 7 January
2008 2008 2007 2007 2006 2006
£°000 % £000 %Yo £000 %
Dhfference between
actual and expected
return on scheme assets
- monetary amount and
percentage of closing
scheme assets (88) 00 3,523 70 4,819 116
Expenence gains arsing
on scheme liabilities
- monetary amount and
percentage of closing
scheme habihnes (440) 00 53 00 (609) (12)
Effect of changes 1n
assumptions underlyng
the present value of
scheme lhiabilities
- monetary amount and
percentage of closing
scheme habilines (1,122) 22 2,000 18 (4,380) (8 8)
Total actuanal gains and
losses recogmsed 1n the
STRGL
- monetary amount and
percentage of closing
scheme habihnes {1,650) 20) 5,576 60 (170) 03)
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NOTES TO THE ACCOUNTS
52 weeks ended 5 Janunary 2008

20.

21.

22,

PENSION ARRANGEMENTS (continued)

Analysis of the
movement 1n the
scheme deficit during
the perod

Opening deficit in the scheme
Current service cost
Contributions

Other finance 1ncome
Actuanal (losses)/gains

Closing deficit in the
scheme

Profit and loss reserve note

Profit and loss reserve excluding pension hability
Pension provision

Profit and loss reserve including pension hiabihity

OPERATING LEASE COMMITMENTS

MERSEYRAIL ELECTRICS 2002 LIMITED

52 weeks 52 weeks Year
ended ended ended
§ January 6 January 7 January
2008 2007 2006
£'000 £000 £000
(3,000) (8,321) (7,800)
(2,891) (2,820) (2,720)
2,583 2,265 2,051
853 300 318
(1,650) 5,576 (170)
(4,105) (3,000) (8,321)
5 January 6 January 7 January
2008 2007 2006
£'000 £000 £'000
6,484 6,402 7,392
(2,956) (2,100) (5.825)
3,528 4,302 1,567

At 5 January 2008 the company was commutted to making the following payments during the next year 1n

respect of operating leases

Leases which expire
Within one year
Within two to five years
After five years

CAPITAL COMMITMENTS

Land and Land and
buildings Other  buldings Other
5January 5 January 6 January 6 January
2008 2008 2007 2007
£000 £000 £°000 £°000
- - - 20,584
7,709 20,694 7,473 -
400 11,524 394 11,437
8,109 32,218 7,867 32,021
5 January 6 January
2008 2007
£'000 £000
310 752

Contracted for but not provided 1n the financial statements
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MERSEYRAIL ELECTRICS 2002 LIMITED

NOTES TO THE ACCOUNTS
52 weeks ended S January 2008

23.

24.

RELATED PARTY TRANSACTIONS

The Company’s related parties, as defined by Financial Reporting Standard 8, the nature of the relanonship
and the effect of the transactions with them are summarised below

52 weeks 52 weeks
ended 5 ended 6
January January

2008 2007
Serco Group ple £7000 £000
Other trading transaction income salary recharges (65) (64)
Executive salares and expense recharges (includes non directors) 260 44
Insurance costs - 1,791
Dividends paid and proposed 3,097 3,002
Other trading transaction costs 957 1,206

All of the above expenses/(income) were payable to/(recervable from) Serco Group plc and 1ts subsidianes
which are related parties by virtue of Serco Group plc owmng 50% of the 1ssued share capital of the
Company At the peniod end, the Company owed Serco Group plc £7,829 (2007 £32,000) At the year end,
the Company was owed £65.430 by Serco Group plc (2007 £ml)

52 weeks 52 weeks
ended 5 ended 6

January January

2008 2007

NV Nederlandse Spoerwegen £°000 £000

Other trading transaction income salary recharges (4) (73)
Executive salanes and expense recharges (includes non directors) 241 279
Insurance costs 857 -
Dividends paid and proposed 3,097 3,002
Other trading transaction costs 12 -

All of the above expenses were payable to NV Nederlandse Spoorwegen and 1ts subsidianies which are
related parties by virtue of NV Nederlandse Spoorwegen owning 50% of the 1ssued share capital of the
Company At the peniod end, the Company was owed £ml by NV Nederlandse Spoorwegen (2007 £19,000)

IMMEDIATE AND ULTIMATE CONTROLLING PARTIES

The immediate parent company of Merseyrail Electrics 2002 Limuted 1s Merseyrail Services Holding
Company Limuted Copies of the financial statements are available from Compames House, Crown Way,
Maindy, Cardiff, CF4 3UZ

The ultimate and controlling parties of Merseyrail Electnics 2002 Limuted are NV Nederlandse Spoorwegen
and Serco Group plc Copies of the financial statements of NV Nederlandse Spoorwegen are available from
Laan Van Puntenburg 100, 3511 ER, Utrecht, Netherlands Copies of the financial statements of Serco
Group plc are available from Dolphin House, Windrmll Road, Sunbury-on-Thames, Middlesex, TW16 7HT
The parent undertaking of the smallest group, which includes the company and for which group accounts are
prepared 15 Merseyrail Services Holding Company Limited, a company incorporated m the UK Copies of
the financial statement of Merseyrail Services Holding Company Linuted are available from Compames
House, Crown Way, Maindy, Cardiff, CF4 3UZ

23



