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Dtrect Ratl Servtces L1m1ted 
Annual Report and Accounts 2012-2013 

Directors' report 

The Dtrectors present thetr report and the audtted financtal statements of the company for the year ended 
31 March 2013 

Principal activittes 

The Company's pnnc1pal actlvtttes dunng the year continued to be the haulage of fretght by rail w1th1n the 
UK The ma1n areas of busmess cont1nue to be -

• provtdtng spectallst transport servtces to the nuclear mdustry, 1n parttcular the ratl element of the 
transport of spent nuclear fuel from power stations, the return of reprocessed nuclear fuel to 1ts 
country of ong1n and the transport of waste to licensed s1tes, 

• provtdmg tntermodal transport generally between domesttc ratl hubs m partnership wtth logts!tcs 
providers who servtce the retail sectors wtthm the UK and, 

• provtdtng support for the UK ratl network by undertaking track condttlomng and logts!tcs support to 
engmeenng work, condt!ton momtonng, and supportmg other tratn operatmg compames 

Business revtew 

The bustness results relattng to the current year are descnbed below 

2013 2012 
£000 £000 

Revenue 60,014 50,243 
Operating Profit 3,743 2,683 
Profit Before Tax 3,735 3,120 

Net Return on Sales 62% 62% 

The level of busmess has tncreased over the prevtous year and the Company has contmued to expand 1ts 
customer base 1n ex1stmg bustness sectors, desptte the challengtng market condt!tons The Company has 
also exceeded 1ts target profitability through the enormous efforts of all staff, who have contnbuted tn terms 
of reduc1ng costs and 1ncreasmg revenues Dunng the year the workforce has matntamed mdustry-leadtng 
levels of operattonal performance The Dtrectors expect the Company's operattons to expand 1n the 
foreseeable future 

Attention IS drawn to the ftnanctal impact of the section of the GPS Pension Scheme that the Company 
parttctpates 1n There 1s now a defictt 1n the defined benefit penston scheme of £1,355,000 compared wtth a 
surplus at the begtnmng of the financial year of £2,422,000 Thts decrease dunng the year, IS largely 
attnbuted to a number of actuanal factors The Dtrectors take a long-term View of the pens1on scheme and 
Intend to cont1nue to mvest tn the provtston of thts important staff reward Further details of penston 
contnbuttons can be found 1n the notes to the financtal statements 

The Company matn!atns a strong balanced set of cross-busmess Key Performance lndtcators (KPis) These 
KPis contam amongst others, Safety, Secunty, Environmental, Operational and Customer performance 
targets, whtch are benchmarked to ensure well above average performance agatnst industry norms 
Through structured management rev1ews combtned With mdependent audtt, the Dtrectors have sat1sfied 
themselves that an excellent level of performance has been achteved throughout the year 
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D1rect Ra1l Serv1ces L1m1ted 
Annual Report and Accounts 2012-2013 

Directors' report (continued) 

Fmancial risk management 

In add1t1on to the effects of the cont1nu1ng general econom1c downturn, the major financial nsks faced by the 
Company contmue to relate to pens1on costs and to the pnce of d1esel fuel, wh1ch along w1th payroll costs, 
const1tute a major operat1ng cost for the bus1ness 

All busmess nsks are managed through the ma1ntenance of a comprehensive nsk register, wh1ch IS rev1ewed 
on a regular bas1s by sen~or management and the Board of D1rectors In particular, the company has 
managed 1ts nsk to pens1on costs by clos1ng the defined benefit structure of the scheme to new entrants on 1 
Apnl 2008 and makmg available a defined contnbut1on structure for all new employees from that date As 
regards Increases 1n fuel costs, where practicable, the Company has 1ndexat1on agreements w1th 1ts 
customers 

The Company has entered 1nto a fore1gn currency forward swap arrangement to m1t1gate agamst fore1gn 
currency rate movements m relat1on to refundable EURO depos1ts lodged w1th a supplier Other than th1s 
arrangement, the Company does not use denvat1ves or other f1nanc1al Instruments 1n manag1ng the nsk 
associated With 1ts busmess, and the Company does not engage m speculative treasury arrangements All 
treasury act1v1tles are earned out under pollc1es approved by the Board Further 1nformat1on on financ1al nsk 
management IS provided m note 24 to the f1nanc1al statements 

Results and dividends 

The profit for the year, after taxat1on, amounted to £3,735,000 (2012 £3, 120,000) The Directors do not 
recommend a fmal d1v1dend 

Directors 

The directors who held office durmg the year are g1ven below-

AMoore 
S Johnston 
M L1efe1th 
J Mclaughlm 
J Bamforth 
C Connelly 
N McN1cholas 

Employees 

(Chairman) 
(Non Execut1ve Director) 
(Non Execut1ve Director) 
(Non Executive Director) 
(F1nance and Resources Director) 
(Commercial Director) 
(Managmg D1rector) 

The Company has an act1ve Jo1nt Bus1ness Council that meets quarterly to consult and negotiate on many 
employee relations 1ssues In add1t1on to other local employee forums, the Jomt Bus1ness Council has 
operated successfully for several years and the Company formally recognises two un1ons to g1ve every 
employee the option of un~on representation and work1ng relationships w1th employees and the1r un1ons, 
have cont1nued to develop this year 1n a constructive and forward-th1nkmg manner 

The Company attaches 1mportance to the Involvement of 1ts employees 1n the Company's development and 
has contmued 1ts pract1ce of keeping them Informed on matters affecting them as employees and on the 
vanous factors affect1ng the performance of the Company through the use of newsletters and bnefs 1n person 
to all staff at all locat1ons by the Company d1rectors The Company has a bonus arrangement m place to 
mcent1v1se 1ts employees m ach1evmg a SUite of performance targets 

The Company IS committed to a pol1cy of equal opportun1t1es for all employees Great care IS exercised 1n 
our human resource procedures to ensure that there IS no d1scnmmat1on and that trammg IS g1ven to meet 
1nd1v1dual needs Applications by people w1th d1sab1lll1es are g1ven full and fa1r cons1derat1on and, wherever 
practical, prov1s1on IS made for their spec1al needs The same cntena for tram1ng and promot1on apply to 
people w1th d1sab1llt1es as to any other employee If employees become disabled, every effort IS made to 
ensure the1r contmued employment 

4 



D1rect Rail Serv1ces L1m1ted 
Annual Report and Accounts 2012-2013 

Directors' report (continued) 

Charitable donations 

As part of the Company's comm1tment to the commumty 1n which 11 operates, contnbu!Jons totalling £9,279 
(2012 £5,240) were made dunng the year In particular, contnbutJons totalling £1,008 (2012 £1,766) were 
made to Eden Valley Hosp1ce (registered chanty 1 008796) 

Statement of directors' responsibilities 

The directors are responsible for prepanng the Annual Report and the financial statements 1n accordance 
w1th applicable Umted Kmgdom law and those International Fmanc1al Reporting Standards as adopted by the 
European Umon 

Under Company Law the directors must not approve the financial statements unless they are satisfied that 
they present fa1rly the financial pos1t1on, financ1al perfonmance and cash flows ofthe Company for that penod 
In prepanng the financial statements the directors are requ1red 
to 
• select SUitable accounting pohc1es 1n accordance w1th IAS 8 Accounting Pohc1es, Changes m 

Accountmg Estimates and Errors and then apply them consistently, 
• present mformat1on, mclud1ng accountmg pohc1es, 1n a manner that prov1des relevant, reliable, 

comparable and understandable mformaiiOn, 
• provide add1t1onal disclosures when compliance With the specific reqUirements 1n IFRSs IS msuffic1ent to 

enable users to understand the 1mpact of particular transactiOns, other events and cond1t1ons on the 
Company's financ1al pos1t1on and financ1al performance, and 

• state that the Company has compiled w1th IFRSs, subject to any matenal departures disclosed and 
explained m the financial statements 

The directors are responsible for keep1ng adequate accountmg records that are sufficient to show and 
explam the Group's transactions and disclose w1th reasonable accuracy at any t1me the financial pos1t1on of 
the Company and enable them to ensure that the fmanc1al statements comply w1th the Compames Act 2006 
and Article 4 of the IAS Regulation They are also responsible for safeguarding the assets of the Company 
and hence for takmg reasonable steps for the prevention and detection of fraud and other 1rregulant1es 

Auditors and disclosure of information to auditors 

So far as each person who was a director at the date of approving th1s report IS aware, there IS no relevant 
audit mformat1on be1ng mformat1on needed by the aud1tor 1n connect1on w1th prepanng 1ts report, of wh1ch the 
aud1tor IS unaware Hav1ng made enqUJnes of fellow directors, each director has taken all the steps that he IS 
obhged to take as a director 1n order to make himself aware of any relevant audit 1nformat1on and to establish 
that the aud1tor IS aware of that mformat1on Th1s confinmat1on IS g1ven and should be Interpreted m 
accordance w1th the prov1s1ons of sect1on 418 of the Compames Act 2006 

Annual general meeting and auditors 

In accordance With the reqUirements of the Compames Act 2006 the Company IS not reqUired to hold an 
Annual General Meetmg or to re-app01nt the auditors on an annual bas1s 

On behalf of the Board 
N McN1cholas, Manag1ng Director 

Date ~ l)c c:.e.... \,u 'lol) 
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D1rect Ra1l Serv1ces L1m1ted 
Annual Report and Accounts 2012-2013 

Auditors' report 

Independent auditors' report to the members of Direct Rail Services Limited 
We have audited the Annual Reports and Accounts of D1rect Ra1l Serv1ces Llm1ted for the year ended 31 
March 2013 which compnse the Statement of comprehensive Income, Statement of financ1al pos111on, 
Statement of cash flows, Statement of changes m eqUity and the related notes 1 to 29 The financ1al 
report1ng framework that has been applied 1n the1r preparatiOn IS applicable law and International F1nanc1al 
Report1ng Standards (IFRSs) as adopted by the European Umon 

Th1s report IS made solely to the company's members, as a body, 1n accordance w1th Chapter 3 of Part 16 of 
the Compames Act 2006 Our audit work has been undertaken so that we m1ght state to the company's 
members those matters we are reqUired to state to them m an auditor's report and for no other purpose To 
the fullest extent permitted 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 aud1t work, for this report, or for the op1mons we 
have formed 

Respective responsibilities of directors and auditors 
As explained more fully m the Statement of Directors' Respons1b11it1es set out on page 5, the directors are 
responsible for the preparatiOn of the financial statements and for bemg sallsf1ed that they g1ve a true and fa1r 
v1ew Our respons1b11ity IS to audit the financ1al statements m accordance w1th applicable law and 
International Standards on Aud1tmg (UK and Ireland) Those standards requ1re us to comply w1th the 
Aud1t1ng Practices Board's Eth1cal Standards for Aud1tors 

Scope of the audit of the financial statements 
An aud1t mvolves obta1mng ev1dence about the amounts and disclosures 1n the financial statements sufficient 
to g1ve reasonable assurance that the financ1al statements are free from matenal misstatement, whether 
caused by fraud or error Th1s Includes an assessment of whether the accounting policies are appropnate to 
the company's Circumstances and have been consistently applied and adequately disclosed, the 
reasonableness of s1gmficant accounting estimates made by the directors, and the overall presentation of the 
fmanc1al statements In add1t1on, we read all the financ1al and non-financ1al 1nformat1on 1n the financial 
statements to 1dent1fy matenal mcons1stenc1es w1th the aud1ted financial statements If we become aware of 
any apparent matenal m1sstatements or mcons1stenc1es we consider the Implications for our report 

Opinion on fmanc1al statements 
In our op1mon the financ1al statements 

• g1ve a true and fa1r v1ew of the state of the company's affairs as at 31 March 2013 and of 1ts profit for 
the year then ended, 

• have been properly prepared 1n accordance w1th IFRSs as adopted by the European Umon, and 
• have been prepared 1n accordance With the requirements of the Compames Act 2006 

Opinion on other matter prescribed by the Companies Act 2006 
In our opm1on the 1nformat1on g1ven 1n the Directors' Report for the financ1al year for which the financial 
statements are prepared 1s cons1stent w1th the financ1al statements 

Matters on which we are requ1red to report by exception 
We have nothing to report 1n respect of the follow1ng matters where the Compames Act 2006 requ1res us to 
report to you If, m our opm1on 

• adequate accountmg records have not been kept, or returns adequate for our audit have not been 
rece1ved from branches not VISited by us, or 

• the financial statements are not 1n agreement w1th the accountmg records and returns, or 
• certam disclosures of directors' remuneration specified by law are not made, or 

~~h.:; 7::;;d ~ mformat1on and explanations we requ1re for our aud1t 

Julian Yates (Semor Statutory Aud1tor) 
for and on behalf of Erns! & Young LLP, Statutory Auditor 
Manchester ""' ~ 
Date :;__o ~ ,';l.._O 1"3 

6 



D1rect Ra1l Serv1ces L1m1ted 
Annual Report and Accounts 2012-2013 

Statement of comprehensive income 
for the year ended 31 March 2013 

2013 2012 
Notes £000 £000 

Revenue 5 60,014 50,243 

Net operatmg costs and expenses 6 (56,271) (47,560) 

Operatmg profit 3,743 2,683 

F1nance 1ncome 9 339 659 
F1nance costs 10 (347) (222) 

Profit before tax 3,735 3,120 

Tax 11 

Profit for the financial year 3,735 3,120 

Other comprehensive 1ncome 

Recogmllon of deficit on defined benefit pens1on scheme 27 (1,355) 
Loss on defined benefit pens1on scheme (312) (989) 

Total comprehensive mcome for the year 2,068 2,131 

All amounts denve from cont1numg operat1ons 
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D1rect Ra1l Serv1ces L1m1ted 
Annual Report and Accounts 2012-2013 

Statement of financial position 
as at 31 March 2013 

Non-current assets 
Property, plant and equipment 
Fmanc1al assets 

Current assets 
lnventones 
Trade and other receivables 
Other current f1nanc1al assets 
Cash and cash equivalents 

Receivables greater than one year 

Total assets 

Current liabilities 
Obhgat1ons under finance leases 
Trade and other payables 
Other current financ1al liab11it1es 

Non-current assets plus net current assets 

Non-current liabilities 

Obligations under finance leases 
Borrowmgs 
Employee benefit liability 

Net assets 

Equity 
Share cap1tal 
Retained earnmgs 

Total equ1ty 

Notes 

12 
15 

13 
17 
15 
19 

18 

20 
21 
16 

20 
22 
27 

23 

2013 
£000 

22,149 

22,149 

3,048 
14,895 

61 
5,060 

23,064 

23,064 

45,213 

(1,174) 
(10,971) 

(185) 

(12,330) 

32,883 

(988) 
(7,000) 
(1,355) 

(9,343) 

23,540 

23,540 

23,540 

2012 
£000 

20,688 
73 

20,761 

2,323 
6,495 

6,907 

15,725 
1,856 

17,581 

38,342 

(379) 
(9, 129) 

(9,508) 

28,834 

(362) 
(7,000) 

(7,362) 

21,472 

21,472 

21,472 

The financ1al statements on pages 7 to 32 were approved by the board of directors on and were s1gned on 1ts 
behalf by -

N McN1cholas, 
Managmg D1rector 
Date q_ fJt4. ~ 'lD ,~ 
Company Registered Number 3020822 
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D1rect Ra1l Serv1ces L1m1ted 
Annual Report and Accounts 2012-2013 

Statement of cash flows 
as at 31 March 2013 

2013 2012 
Notes £000 £000 

Cash flows from operatmg activities 

Profit for the year 3,735 3,120 
Net finance mcome 9,10 8 (437) 
Deprec1allon and 1mpa1rment of property, plant and eqUipment 6 3,926 3,387 
Loss/(Profit) on disposal of property, plant and eqUipment 758 (3) 
Difference between pens1on contnbut1ons pa1d and amounts 
recogmsed m the statement of comprehensive 1ncome 14 (343) 
(Increase) m mventones (725) (61) 
(Increase) m trade and other receivables (6,544) (2,077) 
Increase 1n trade and other payables 1,842 2,880 

Net cash generated from operatmg act1v1t1es 3,014 6,466 

Cash flows from mvesting act1vit1es 

Interest rece1ved 13 13 
Purchase of property, plant and eqUipment (4,814) (6,928) 
Proceeds on disposal of property, plant and eqUipment 880 57 
Purchase of fmanc1al mstruments 197 (73) 

Net cash flows used m 1nvest1ng act1v1t1es (3,724) (6,931) 

Cash flows from financing act1vit1es 

Interest pa1d (347) (222) 
Payments made for obligations under finance leases (790) (286) 
Decrease 1n borrowings 

Net cash flows used 1n financ1ng act1v1t1es (1,137) (508) 

Net (decrease) in cash and cash equivalents (1,847) (973) 

Cash and cash eqUivalents at begmmng of year 6,907 7,880 

Cash and cash equivalents at end of year 5,060 6,907 

Non-cash transact1ons 

Purchase of assets under finance leases (2,211) 

S1gmficant non-cash transactions (2,211) 
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D1rect Rail Serv1ces L1m1ted 
Annual Report and Accounts 2012-2013 

Statement of changes in equity 
for the year ended 31 March 2013 

Share Retained Total 
cap1tal earn1ngs 

£000 £000 £000 

Balance at 31 March 2011 19,341 19,341 

Total comprehensive mcome for the year 2,131 2,131 

Balance at 31 March 2012 21,472 21,472 
Total comprehensive mcome for the year 2,068 2,068 

Balance at 31 March 2013 23,540 23,540 

Reta1ned earnmgs are used to record the profit or loss ans1ng from the statement of comprehensive mcome 
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D1rect Ra1l Services L1m1ted 
Annual Report and Accounts 2012-2013 

Notes to the financial statements 
for the year ended 31 March 2013 

1. Authorisation of financial statements and statement of compliance w1th IFRS 

The financial statements of D1rect Rail Serv1ces L1m1ted for the year ended 31 March 2013 were 
authonsed for 1ssue by the Board of directors on December 9, 2013 and the statement of financial 
pos1t1on was s1gned on the Board's behalf by N McN1cholas 

The Company's financ1al statements have been prepared m accordance w1th International F1nanc1al 
Reportmg Standards {IFRS) as adopted by the European Un1on as they apply to the financial 
statements of the Company for the year ended 31 March 2013 

2 General mformation 

The Company IS a lim1ted company mcorporated 1n the Un~ted Kingdom under the Compan~es Act 
2006 The address of the registered office IS g1ven on page 2 The nature of the Company's 
operat1ons and 1ts pnnc1pal act1v1t1es are set out m the Directors' report on pages 3 to 5 

The 1mmed1ate parent undertakmg IS the Nuclear Decomm1sS10n1ng Authonty {'NDA') The 
consolidated fmanc1al statements of the NDA are available to the public and may be obtained from 
1ts headquarters at Herdus House, Westlakes Sc1ence & Technology Park, Moor Row, Cumbna, 
CA24 3HU In the Directors' op1n1on, the Company's ultimate controlling party IS Her Majesty's 
Government 

These financ1al statements are presented m pounds sterlmg and all values are rounded to the 
nearest thousand {£000) except when otherwise md1cated 

3. Statement of accounting policies 

Bas1s of preparation 
These financial statements have been prepared under the h1stoncal cost convention 

The Group's financial statements have been prepared 1n accordance w1th International Fmanc1al 
Reportmg Standards as adopted by the European Un1on as they apply to the financ1al statements of 
the Company for the year ended 31 March 2013 and applied m accordance w1th the Compan~es Act 
2006 The account1ng polic1es wh1ch follow set out those polic1es wh1ch apply m prepanng the 
financ1al statements for the year end 31 March 2013 

Changes in accounting policies 
The accountmg polic1es adopted are cons1stent w1th those of prev1ous years except as descnbed 
below The followmg new and amended I FRS and IFRIC mterpretat1ons are mandatory as of 1 Apnl 
2012 unless otherwise stated 

• IFRS 7 F1nanc1al Instruments {amended) - DISClosures Offsett1ng Fmanc1al Assets and 
F1nanc1al L1ab11it1es 

• IAS 12 Income Taxes {Amendment)- Deferred Taxes Recovery of Underlymg Assets 
• IFRS 1 (amended) Severe Hypennftat1on and removal of fixed dates for first t1me 

adopters 
• IAS 1 - Presentation of Items of Other Comprehensive Income 

The new or amended IFRS and IFRIC mterpretat1ons adopted m the penod are not considered to 
have had a s1gn1ficant 1mpact on the financial statements or performance of the Company 

11 



D1rect Ra1l Serv1ces L1mited 
Annual Report and Accounts 2012-2013 

3. Statement of accounting policies (continued) 

Adoption of new and revised Standards (continued) 
At the date of authonsat1on of these financ1al statements, the followmg IFRS and IFRIC 
Interpretations, which have not been applied 1n these financial statements, were 1n 1ssue but not 
effective (and m some cases have not yet been adopted by the EU) 

International Accounting Standards (IAS/IFRSs) 
IAS 1 PresentatiOn of Items of Other Comprehensive Income 
IAS 19 Employee Benefits (rev1sed) 
IAS 27 Separate Fmanc1al Statements 
IAS 28 Investments 1n Associates and Jomt Ventures 
IAS 32 Offsetting Fmanc1al Assets and Fmanc1al Liabilities 
I FRS 1 Government Loans 
I FRS 7 Disclosures Offsett1ng F1nanc1al Assets and Fmanc1al L1ab11it1es 
I FRS 9 Fmanc1allnstruments Classification and Measurement 
I FRS 10 Consolidated Fmanc1al Statements 
I FRS 11 Jomt Arrangements 
I FRS 12 Disclosures of Interests 1n Other Ent1t1es 
I FRS 13 Fa1r Value Measurement 
IFRIC 20 Stnppmg Costs m the Production Phase of a Surface Mme 

Effective date 
1 July 2012 
1 January 2013 
1 January 2013 
1 January 2013 
1 January 2014 
1 January 2013 
1 January 2013 
1 January 2015 
1 January 2013 
1 January 2013 
1 January 2013 
1 January 2013 
1 January 2013 

The directors ant1c1pate that the adopt1on of these standards and 1nterpretat1ons 1n future penods w111 
have no matenal1mpact on the financ1al statements of the Company 

Revenue recognition 
Revenue IS recogmsed to the extent that the Company obtams the nght to cons1derat1ons m 
exchange for 1ts performance Revenue IS measured at the fa1r value of the cons1derat1on rece1ved, 
excluding discounts, or other sales taxes or duty Income rece1ved 1n advance of work performed IS 

held on the statement of financ1al pos1t1on (under trade and other payables as payments rece1ved on 
account) and released to the statement of comprehensive net expenditure when the work IS 

completed and the l1ab11ity extingUished 

Where the outcome of a contract can be estimated reliably, mcome and costs are recogmsed by 
reference to the stage of completion of the contract act1v1ty at the reporting date Th1s IS normally 
measured by the proport1on that contract costs mcurred for work performed to date bear to the 
est1mated total contract costs, except where th1s would not be representative of the stage of 
completion 

Government grants 
Grants of a revenue nature are credited to revenue so as to match them w1th the expenditure to 
wh1ch they relate 

Leasing 
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the 
nsks and rewards of ownership to the lessee All other leases are classified as operatmg leases 

Assets held under finance leases are recogn1sed as assets of the Company at their fa1r value or, 1f 
lower, at the present value of the m1mmum lease payments, each determmed at the mcept1on of the 
lease The corresponding liability to the lessor IS mcluded m the statement of financial pos1t1on as a 
creditor Lease payments are apportioned between finance charges and reduction of the lease 
obligation so as to ach1eve a constant rate of 1nterest on the remammg balance of the liability 
Fmance charges are charged d1rectly aga1nst mcome 

Rentals payable under operating leases are charged to 1ncome on a stra1ght-line bas1s over the term 
of the relevant lease Benefits rece1ved and rece1vable as an mcent1ve to enter mto an operating 
lease are also spread on a stra1ght-line bas1s over the lease term 
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Dtrect Ratl Servtces Ltmtted 
Annual Report and Accounts 2012-2013 

3. Statement of accounting policies (continued) 

Foreign currency 
Transacttons tn foretgn currenctes are recorded at the rate of exchange prevatling on the dates of the 
transactions At each reportmg date, monetary assets and ltabtltttes that are denommated tn fore1gn 
currenctes are re-translated at the rates of exchange preva1lmg on the reportmg date Exchange 
dtfferences are recogmsed tn profit or loss m the penod tn whtch they anse 

Retirement benefit costs 
The Company part1c1pates m the GPS Penston Scheme (formerly the BNFL Group Pens1on Scheme) 
and provtdes the scheme for the benefit of all of tts employees The scheme 1s a defined benefit 
pens1on scheme that ts funded by contnbuttons partly from the employees and partly from the 
Company The Scheme reqwres contnbutlons to be made to a separately admtntstered fund 

The contnbuttons to the fund are based on mdependent actuanal valuattons destgned to secure the 
benefits as set out tn the rules The assets are measured ustng market values whtlst the ltab11itles 
are measured us1ng a projected umt method and diSCounted at the current rate of return on a h1gh 
quality corporate bond of eqwvalent term and currency to the liability 

Actuanal gams and losses ans1ng from expenence adjustments and changes m actuanal 
assumptions are charged or credited 1n other comprehensive mcome m the penod 1n wh1ch they 
anse Past serv1ce costs are recogmsed 1mmed1ately 1n operat1ng costs to the extent that the 
benefits are already vested and otherw1se IS amortised on a straight-line bas1s over the average 
penod unt1l the benefits become vested The Interest cost and the expected return on assets are 
shown as a net amount of finance costs 

Pens1on scheme assets are recogntsed to the extent that they are recoverable and pens1on scheme 
liabll1t1es are recogmsed to the extent that they reflect a constructive or legal obligat1on 

The Company also part1c1pates 1n the def1ned contnbut1on structure of the GPS Pens1on Scheme 
The Scheme requ1res contnbut1ons to be made to a separately admlntstered fund 

Long-Term Incentive Plan 
DRS execut1ve directors part1c1pate m a Long-Term Incentive Plan (L TIP), wh1ch allows partiCipants 
to rece1ve a bonus, payment of whtch Will take place over a penod of two to four years from the end 
of the relevant accountmg penod, prov1dmg the partiCipant remams m employment The l TIP IS 
accounted for 1n accordance With IAS19, With the cost of the bonus be1ng charged to the 1ncome 
statement over the vest1ng penod 

Taxation 
The tax expense, 1f any, represents the sum of the tax currently payable and deferred tax 

The tax currently payable IS based on taxable profit for the year Taxable profit d1ffers from net profit 
as reported m the statement of comprehensive mcome because 1t excludes 1tems of 1ncome or 
expense that are taxable or deductible 1n other years and 1t further excludes 1tems that are never 
taxable or deductible The Company's liability for current tax 1s calculated usmg tax rates that have 
been enacted or substant1vely enacted by the report1ng date 

Deferred tax 1s the tax expected to be payable or recoverable on differences between the carry1ng 
amounts of assets and liabilities m the financial statements and the corresponding tax bases used m 
the computat1on of taxable profit, and 1s accounted for us1ng the l1ab11ity method Deferred tax 
l1ab1ht1es are generally recogmsed for all taxable temporary d1fferences and deferred tax assets are 
recogmsed to the extent that 1t 1s probable that taxable profits w1ll be available agamst wh1ch 
deductible temporary differences can be ut1hsed Such assets and liab1l1t1es are not recogmsed 1f the 
temporary difference anses from the lnttlal recogmt1on (other than m a business combination) of 
assets and liab11it1es 1n a transact1on that affects neither the taxable profit nor the accounting profit 

The carry1ng amount of deferred tax assets IS reviewed at each reportmg date and reduced to the 
extent that 1t 1s no longer probable that suffic1ent taxable profits w111 be available to allow all or part of 
the asset to be recovered 
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D1rect Ra1l Services Lim1ted 
Annual Report and Accounts 2012-2013 

3. Statement of accounting policies (continued) 

Taxation (continued) 
Deferred tax 1s calculated at the tax rates that are expected to apply 1n the penod when the 11ab11ity IS 
settled or the asset 1s realised Deferred tax 1s charged or cred1ted m the statement of 
comprehensive 1ncome, except when 11 relates to 1tems charged or credited directly to eqUity, m 
wh1ch case the deferred tax IS also dealt w1th m eqUity 

Deferred tax assets and liab11i!1es are offset when there IS a legally enforceable nght to set off current 
tax assets aga1nst current tax liab11il1es and when they relate to 1ncome taxes lev1ed by the same 
taxation authonty and the Company Intends to settle 1ts current tax assets and liabilities on a net 
baSIS 

Property, plant and equipment 
Property, plant and equipment are stated at cost, less accumulated deprec1at1on and any recogmsed 
1mpa1rment loss Deprec1at1on 1s charged so as to wnte off the cost of the assets, over the1r 
estimated useful lives, us1ng the straight-line method, on the followmg bases 

Leasehold land and bu1ld1ngs 
Plant & mach1nery 
F1xtures, fittmgs, tools and equ1pment 

2% - 10% straight line 
7% - 10% stra1ght line 
20% - 33% stra1ght line 

Assets 1n the course of construction are not deprec1aled until complete and brought 1nto use by the 
Company Residual values and useful lives are rev1ewed, and adjusted 1f appropnate, at each 
report1ng date 

Inventories 
lnventones, mclud1ng spares, are stated at the lower of cost and net realisable value Spares are not 
considered ratable spares as they can be used across different tract1on types Cost compnses d1rect 
matenals and, where applicable, d1rect labour and those overheads that have been mcurred m 
bnng1ng the 1nventones to their present location and cond1l1on Net realisable value represents the 
estimated selling pnce less all est1mated costs of completion and all costs to be mcurred m 
market1ng, sell1ng and dlslnbul1on Where necessary, prov1s1on 1s made for obsolete, slow movmg 
and defect1ve mventory 

Impairment of non-financial assets 
At each reporting date, the Company rev1ews the carrymg amounts of 1ts non-financial assets to 
determine whether there IS any md1cai1Dn that those assets have suffered an 1mpa1rment loss If any 
such md1cat1on ex1sts, the recoverable amount of the asset 1s est1mated m order to determme the 
extent of the 1mpa1rment loss (If any) Where the asset does not generate cash flows that are 
independent from other assets, the Company est1mates the recoverable amount of the cash
generatmg umt to wh1ch the asset belongs 

Recoverable amount IS the higher of fa1r value less costs to sell and value m use In assess1ng value 
1n use, the est1mated future cash flows are discounted to their present value us1ng a pre-tax discount 
rate that reflects current market assessments of the lime value of money and the nsks speCific to the 
asset for wh1ch the estimates of future cash flows have not been adJusted 

If the recoverable amount of an asset (or cash-generating umt) IS estimated to be less than 1ts 
carry1ng amount, the carry1ng amount of the asset (cash-generating umt) 1s reduced to 1ts 
recoverable amount An 1mpa1rment loss IS recogmsed as an expense 1mmed1ately, unless the 
relevant asset 1s earned at a revalued amount, 1n wh1ch case the 1mpa1rment loss 1s treated as a 
revaluation decrease 

Where an 1mpa1rment loss subsequently reverses, the carrymg amount of the asset (cash-generating 
umt) IS Increased to the rev1sed est1mate of 1ts recoverable amount, but so that the Increased 
carry1ng amount does not exceed the carry1ng amount that would have been determmed had no 
1mpa1rment loss been recogmsed for the asset (cash-generatmg umt) 1n pnor years A reversal of an 
1mpa1rment loss 1s recogmsed as 1ncome 1mmed1ately, unless the relevant asset 1s earned at a 
revalued amount, 1n which case the reversal of the 1mpa1rment loss 1s treated as a revaluat1on 
Increase 
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3. Statement of accounting policies (continued) 

Financial instruments 
F1nanc1al assets and financial liab1lit1es are recogn~sed 1n the statement of financ1al pos1t1on when the 
Company becomes a party to the contractual prov1s1ons of the mstrument 

Fmanc1al assets 
Fmanc1al assets are classified as e1ther financ1al assets 'at fa1r value through prof1t or loss' (FVTPL) 
or loans and receivables F1nanc1al assets are 1n1!1ally recognised at fa1r value plus transact1on 
costs, except for those assets classified as at fa1r value through profit or loss, which are Initially 
recognised at fa1r value (transaction costs are expensed 1n operating costs) 

F1nanc1al assets at FVTPL 
F1nanc1al assets are classified as at FVTPL where the financial asset IS either held for trading or 1! IS 
des1gnated as at FVTPL A financial asset IS classified as held for trad1ng 1f 1! has been acqUired 
pnnc1pally for the purpose of sellmg 1n the near future or 1! IS a denvat1ve that IS not designated and 
effect1ve as a hedg1ng Instrument A fmanc1al asset other than a f1nanc1al asset held for tradmg may 
be des1gnated as at FVTPL upon 1nrt1al recogn1t1on 1f such des1gnat1on eliminates or s1gmficantly 
reduces a measurement or recogmt1on 1ncons1stency that would otherwise anse or 1! fonms part of a 
contract conta1nmg one or more embedded denvat1ves, and IAS 39 'Fmanc1al Instruments 
Recogmt1on and Measurement' perm1ts the ent1re combmed contract (asset or liab1l1ty) to be 
des1gnated as at FVTPL Fmanc1al assets at FVTPL are stated at fa1r value, w1th any resultant gam 
or loss recogmsed m profit or loss The net gam or loss recogmsed m profit or loss mcorporates any 
d1v1dend or mterest earned on the f1nanc1al asset 

Loans and rece1vables 
Trade and other receivables, and cash and cash eqUivalents, that have fixed or determmable 
payments that are not quoted m an act1ve market, are class1f1ed as loans and receivables Loans 
and receivables are measured at amort1sed cost us1ng the effective Interest rate method, less any 
1mpa1nment Interest revenue IS recogmsed by apply1ng the effect1ve Interest rate, except for short
term receivables when the recogmt1on of Interest would be 1mmatenal 
The effective 1nterest rate method IS a method of calculating the amortised cost of a fmanc1al asset 
and of allocatmg mterest revenue over the relevant penod The effective mterest rate IS the rate that 
exactly discounts estimated future cash rece1pts through the expected life of the financial asset or, 
where appropnate, a shorter penod, to the net carry1ng value of the financial asset 

lmpa1nment of financial assets 
F1nanc1al assets, other than those at FVTPL, are assessed for md1cators of 1mpa1nment at each 
report1ng date F1nanc1al assets are 1mpa1red where there IS objective ev1dence that, as a result of 
one or more events that occurred after the 1n111al recognition of the financ1al asset, the est1mated 
future cash flows of the asset have been Impacted 

The carrymg amount of the financial asset IS reduced by the 1mpa1rment loss directly for all financial 
assets w1th the except1on of trade receivables, where the carrymg amount IS reduced through the 
use of an allowance account When a trade receivable 1s considered uncollectible, 1! 1s wntten off 
aga1nst the allowance account Subsequent recovenes of amounts previously wntten off are 
credited aga1nst the allowance account Changes 1n the carrymg amount of the allowance account 
are recogmsed 1n profit or loss 

If, 1n a subsequent penod, the amount of the 1mpa1rment loss decreases and the decrease can be 
related objeCtively to an event occurrmg after the 1mpa1nment was recognised, the previously 
recogmsed 1mpa1rment loss 1s reversed through profit or loss to the extent that the carry1ng amount 
of the financial asset at the date the 1mpa1rment IS reversed does not exceed what the amort1sed 
cost would have been had the 1mpa1rment not been recogmsed 

Cash and cash eqUivalents 
Cash and cash equivalents compnse cash on hand and demand depos1ts, and other short-term 
highly liquid Investments that are readily convertible to a known amount of cash and are subject to 
an ms1gmficant nsk of changes m value 
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3. Statement of accounting policies (contmued) 

Financial instruments (continued) 
Derecoqnillon of financtal assets 
Fmanctal assets are derecognised when the nghts to rece1ve cash flows from the assets have 
exptred or have been transferred and the Company has transferred substantially all nsks and 
rewards of ownership 

Ftnanctalliabtlittes and equttv 
F1nanc1al ltabtlittes and equtty Instruments are classtfied according to the substance of the 
contractual arrangements entered 1nto 

Equttv Instruments 
An eqUity Instrument IS any contract that evidences a restdual mterest m the assets of the Company 
after deducttng all of 1ts liabtli!tes Equtty mstruments 1ssued by the Company are recorded at the 
proceeds recetved, net of dtrect 1ssue costs 

F1nanc1al liabtli!tes 
F1nanc1al liabtli!tes are classified as either financtal ltabtli!tes 'at fatr value through profit or loss' 
(FVTPL) or other financtalliabtlittes 

F1nanc1al liabtlittes at FVTPL 
F1nanc1al liabtli!tes are class1f1ed as at FVTPL where the financtalliabtlity IS etther held for tradtng or 1! 
IS designated as at FVTPL A financial liability IS classtfied as held for tradmg 1f 1! IS a denvattve that 
IS not destgnated and effective as a hedgtng Instrument A financtal liability other than a financtal 
liability held for tradmg may be destgnated as at FVTPL upon Initial recognition 1f 1! forms part of a 
contract containing one or more embedded denvattves, and IAS 39 'Ftnanctal Instruments 
Recognition and Measurement' perm1ts the enttre combmed contract (asset or liability) to be 
designated as at FVTPL Fmanctalliabtli!tes at FVTPL are stated at fa1r value, w1th any resultant gam 
or loss recognised m profit or loss The net ga1n or loss recognised m profit or loss Incorporates any 
Interest paid on the financtalliabtlity 

Other financtal liabtli!tes 
Other financtalliabtli!tes, 1nclud1ng trade and other payables and borrowmgs, are Initially measured at 
fatr value, net of transaction costs Other financial liabtli!tes are subsequently measured at 
amorttsed cost ustng the effecttve mterest rate method, With mterest expense recognised on an 
effective yteld bas1s The effecttve mterest rate method IS a method of calculating the amort1sed cost 
of a financial liability and of allocating mterest expense over the relevant penod The effecttve 
Interest rate IS the rate that exactly discounts estimated future cash payments through the expected 
life of the f1nanc1al liability or, where appropnate, a shorter penod, to the net carrytng value of the 
financtalltabtlity 

De recognition of financtal liabtlittes 
F1nanc1al liabtlittes are derecognised when, and only when, the Company's obligations are 
discharged, cancelled or they expire 

Embedded denvatlves 
Denvat1ves embedded m other financial mstruments or other host contracts are treated as separate 
denvatlves when their nsks and charactensttcs are not closely related to those of the host contracts 
and the host contracts are not measured at fa1r value, w1th changes 1n fa1r value recognised 1n profit 
or loss 

16 



D1rect Ra1l Serv1ces L1m1ted 
Annual Report and Accounts 2012-2013 

4. Critical accounting judgements and key sources of estimation uncertamty 

In the application of the Company's accountmg pol1c1es, wh1ch are descnbed m note 3, the directors 
are required to make JUdgements, est1mates and assumptiOns about the carrymg amounts of assets 
and liab11it1es that are not readily apparent from other sources The est1mates and associated 
assumptions are based on h1stoncal expenence and other factors that are considered to be relevant 
Actual results may d1ffer from these est1mates The est1mates and underlymg assumpt1ons are 
reviewed on an ongo1ng bas1s Rev1s1ons to accountmg est1mates are recogmsed 1n the penod m 
wh1ch the est1mate 1s rev1sed 1f the rev1s1on affects only that penod, or 1n the penod of the rev1s1on 
and future penods 1f the rev1s1on affects both current and future penods 

Critical judgements in applying the company's accountmg policies 
There are no cnt1cal JUdgements, apart from those mvolv1ng est1mat1ons (wh1ch are dealt w1th 
separately below), that management has made 1n the process of apply1ng the Company's accounting 
pol1c1es and that would have a s1gmficant effect on the amounts recogmsed m the financ1al 
statements 

Key sources of estimation uncertamty 
The key assumptions concernmg the future, and other key sources of est1mat1on uncertainty at the 
report1ng date, that have a s1gmficant nsk of caus1ng a matenal adjustment to the carrymg amounts 
of assets and llab11it1eS w1th1n the next financ1al year, are diSCussed below 

Estimated useful lives and 1mpa1rment of property, plant and eqUipment 
Property, plant and eqwpment IS depreciated over the est1mated useful lives of the underlymg 
assets Estimated useful lives are reviewed, and adJusted 1f appropnate, at each reporting date 
Impairment IS measured by companng the carrymg value of the asset or cash-generating umt w1th 1ts 
recoverable amount All assets are rev1ewed for evidence of 1mpa1rment G1ven the age of the 
assets th1s calculation has a degree of uncertamty w1th1n 1t The carrymg amount of property, plant 
and equ1pment at the reportmg date was £22,149,000 

Ret1rement benefit obliqat1ons 
The nature of the process for valuing retirement benefit obligations for def1ned benefit schemes 
means that the calculations and the resulting surplus or def1c1t are est1mates only The defined benefit 
pens1on scheme def1c1t at the reporting date was £1,355,000 (2012 surplus £2,422,000) Under 
IFRIC 14, the Company does not have an unconditiOnal nght to recover thiS surplus and 
consequently the surplus was not recogmsed as an asset However, the Company IS recogn1s1ng the 
deficit 1n the financial statements th1s year, ahead of a formal actuanal valuation of the pens1on 
scheme 1n 2013/14, as 1t 1s prudent to do so 

5. Revenue 

Revenue, wh1ch IS stated net of value added tax, represents amounts receivable for serv1ces 
supplied to th1rd part1es Revenue IS attnbutable to one contmwng act1v1ty, the prov1s1on of UK ra1l 
serv1ces 

Grant revenue IS Included w1thm revenue and relates to grants rece1ved from the Department for 
Transport and the Scott1sh Government, wh1ch prov1de an 1ncent1ve for the movement of traffic from 
road to ra1l The revenue IS accrued on the bas1s of tonnes and distance of commodity transported 
by ra11 

Sales revenue - all UK based 
Railway serv1ces 
Non-railway serv1ces 

Government grant revenue -all UK based 
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2013 
£000 

51,428 
7,781 

59.209 

805 

60,014 

2012 
£000 

45,077 
4,464 

49,541 

702 

50,243 
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6. Net operatmg costs and expenses 
2013 2012 
£000 £000 

Net operatrng costs and expenses rnclude 
Employee costs (see note 7) 17,543 16,961 
Deprecratron of property, plant and equrpment (see note 12) 3,917 3,422 
lmparrment of property, plant and equrpment (see note 12) 9 
Reversal of rmparrment of property, plant and equrpment (see note 
12) (35) 
Loss/(Profit) on drsposal of property, plant and equrpment 758 (3) 
Audrtors' remuneratron 
- rn respect of statutory audrt of the Company 24 24 
- rn respect of the audrt of grant clarms 4 4 
Operatrng lease rentals 

- land and burldrngs 262 244 
- plant and machrnery 5,376 5,477 
- motor vehrcles 268 251 

Cost of rnventorres recognrsed as an expense 9,920 8,411 
Wnte down of rnventorres recognrsed as an expense 270 
Other external and operatrng charges 17,920 12,804 

56,271 47,560 

Other external and operating charges 

Included rn 'Other external and operatrng charges' rs an amount of £595,000 recerved from a key 
supplrer rn relatron to efficrency garns 

Loss/(profit) on disposal of property, plant and equipment 

A strategrc decrsron was made by the Company to procure a more modern locomotrve due for 
delrvery rn 2013/14 In tandem wrth thrs decrsron, a fleet strategy revrew was conducted on all 
exrsrtrng locomotrves agarnst operatronal needs and rt was decrded that certarn herrtage fleet 
locomotrves were surplus to the Company's needs rn order to support the busrness 

In total, the Company drsposed of 14 locomotrves from rts herrtage fleet, and where possrble the 
drsposal locomotrves acted as donors for components on the remarnrng hentage fleet The net loss 
on drsposal was £758,000 

Write down of inventories recognised as an expense 

In drsposrng of the herrtage fleet locomotrves, as descrrbed above, the Company also made a 
provrsron agarnst stock deemed to be rn excess of future operatronal and marntanance requrrements 
rn relatron to the herrtage fleet 
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7. Employee information (including Execut1ve Directors) 

The average weekly number of employees dunng the year was 
as follows 

Operations 
Admm1strat1on 

Employee costs dunng the year were as follows 

Wages and salanes 
Soc1al secunty costs 
Pens1on costs 

2013 
Number 

193 
111 

2012 
Number 

184 
106 

304 290 

£000 £000 

13,750 
1,288 
2,505 

17,543 

13,262 
1,210 
2,489 

16,961 

Included w1thm pens1on costs are £2,241,000 (2012 £2,370,000} 1n respect of the defined benefit 
pens1on scheme 

8. Directors' emoluments 

Aggregate emoluments 
Aggregate amounts rece1vable under long term mcent1ve plans 
Other emoluments (1nclud1ng pens1ons) 

2013 
£000 

405 
51 

313 

769 

Ret1rement benefits are accrumg to 3 D1rectors (2012 2} under a defined benefit scheme 

2012 
£000 

447 
34 

296 

777 

The aggregate emoluments for the highest pa1d director are £185,322 (2012 £196,317} The 
accrued pens1on for the highest pa1d director IS £182,362 (2012 £173,044) 

W1th effect from 1 Apnl 2009, DRS executive directors part1c1pate m a Long-Term Incentive Plan 
(LTIP}, wh1ch allows the part1c1pants to rece1ve a bonus, payment which Will take place over a penod 
of two to four years from the end of the relevant accountmg penod, prov1dmg the part1c1pant rema1ns 
1n employment The amount of L TIP that 1s deferred to future account1ng penods 1s £78,469 (2012 
£65,441) 

9. Fmance income 

Net finance mcome on defined benefit pens1on scheme (note 27} 
Bank mterest 
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2013 
£000 

326 
13 

339 

2012 
£000 

646 
13 

659 
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10. Finance costs 

Interest on loan due to 1mmed1ate parent undertakmg 
Interest on obligat1ons under finance leases 

Other Interest charges 

Net (profit)/loss on financial assets and financial liabilities measured 
at fa1r value through prof1t and loss 

Total finance costs 

11. Taxation 

The explanation for the tax charge 1n the year IS set out below 

Prof1t before tax 

Profit before tax at UK standard rate of 24% (2012 26%) 
Effects of 
Expenses not (allowable)/ deductible for tax purposes 
Deprec1at1on for penod 1n excess of cap1tal allowances 
Other short term t1m1ng differences 
Group relief rece1ved for ml payment 

Actual tax for the year 

2013 2012 
£000 £000 

113 113 
232 94 

5 5 

350 212 

(3) 10 

347 222 

2013 2012 
£000 £000 

3,735 3,120 

896 811 

(253) (244) 
940 889 
(35) (7) 

(1,548) (1 ,449) 

lt IS anticipated that any taxable profits 1n D1rect Ra1l Serv1ces L1m1ted 1n the foreseeable future Will 
be offset us1ng NDA group losses There IS no current or deferred tax charge or credit for the year 
The Company has an unrecogmsed deferred tax asset 1n the amount of £5,701,000 (2012 
£5,284,000) 

However, 1f Group relief was not made available to the Company 1n subsequent penods, the 
followmg would apply 

At the balance sheet date, leg1slat1on had been substant1vely enacted wh1ch would reduce the mam 
rate of UK corporation tax from 26% to 23% w1th effect from 1 Apnl 2013 Further reduct1ons to the 
ma1n rate of corporation tax were also announced m the March 2013 UK Budget Statement to 
reduce the rate to 21% by 1 Apnl 2014, and to 20% from 1 Apnl 2015 The reductions to 21% and 
then to 20% are expected to be enacted through the passmg of F1nance Act 2013 1n July 2013 

As at 31 March 2013, the reduction m the rate to 23% had been 'substant1vely enacted' through 
Fmance Act 2012 The effect of the proposed changes to the UK tax system w111 be reflected m the 
financ1al statements of the company m future years as appropnate, once the proposals have been 
substan!ively enacted 
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12. Property, plant and equipment 

Leasehold Plant and Fixtures Assets in the Total 
land and machinery and course of 

buildings fittings construction 
£000 £000 £000 £000 £000 

Cost 
At 1 Apnl 2011 4,765 32,648 1,134 1,498 40,045 
Add1t1ons 6,928 6,928 
Transfers (5) 4,865 70 (4,930) 
D1sposals (60) (6) (2) (21) (89) 

At 1 Apnl 2012 4,700 37,507 1,202 3,475 46,884 
Add1t1ons 2,579 4,812 7,391 
Transfers 274 3,765 72 (4,111) 
D1sposals (7,390) (56) (14) (7,460) 

At 31 March 2013 4,974 36,461 1,218 4,162 46,815 

Depreciation and 
impairment 
At 1 Apnl 2011 2,463 19,349 1,032 22,844 
Charge for the year 235 3,112 75 3,422 
Reversal of 
1mpa1rment (35) (35) 
D1sposals (30) (3) (2) (35) 

At 1 Apnl 2012 2,633 22,458 1,105 26,196 
Charge for the year 222 3,635 60 3,917 
lmpa1rment charge 9 9 
D1sposals (5,400) (56) (5,456) 

At 31 March 2013 2,855 20,702 1,109 24,666 

Carrying amount 
At 31 March 2013 

At 31 March 2013 2,119 15,759 109 4,162 22,149 

At 1 Apnl 2012 2,067 15,049 97 3,475 20,688 

The Company's obligations under finance leases are secured by the lessor's t1tle to the leased 
assets Assets held under f1nance leases and capitalised 1n plant & machmery have a carrymg 
amount as follows 

2013 2012 
£000 £000 

Cost 3,944 1,732 
Aggregate deprec1at1on (1,598) (1 '172) 

Carrymg amount 2,346 560 

13. Inventories 
2013 2012 
£000 £000 

Raw matenals, spares & consumables 3,048 2,323 
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14. Financialmstruments by category 

The accounting class1ficat1on of each category of financial Instruments, and their carrying values, IS 

set out below 

2013 2012 
£000 £000 

Financial assets- fair value through profit or 
loss: 

Denvat1ves not designated as hedges 
Fore1gn exchange forward contracts (note 15) 61 73 

61 73 

Fmanc1al assets- loans and receivables: 
Trade and other receivables exclud1ng 
prepayments (note 17) 14,140 7,708 
Cash and cash equivalents 5,060 6,907 

19,200 14,615 

Trade and other receivables excluding 
prepayment& IS summarised as follows. 
Trade receivables excluding prepayments due 
w1th1n one year (note 17) 14,140 5,852 
Trade receivables exclud1ng prepayments due 
greater than one year (note 18) 1,856 

14,140 7,708 

Fmanc1al liabilities - other financial 
liabilities: 
Current obhgat1ons under finance leases 1,174 379 
Current trade and other payables excluding 
payments rece1ved on account and other taxes 
and soc1al secunty costs (note 21) 9,407 7,930 
Non-current obhgat1ons under f1nance leases 988 362 
Non-current borrow1ngs 7,000 7,000 

18,569 15,671 

Financial liabilities- fair value through profit or 
loss: 
Denvat1ves not des1gnated as hedges 
Fore1gn exchange forward contracts (note 16) 185 

185 
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14. Fmancial instruments by category (contmued) 

(a) Prepayments are excluded as th1s analys1s 1s requ1red only for financ1al Instruments 

(b) Payments rece1ved on account and other taxes and soc1al secunty costs are excluded as this 
analys1s IS requ1red only for financ1al Instruments 

Generally, financial assets and financial liabilities are generated by day-to-day operational activities 
and are not held to manage the nsks facmg the Company m undertakmg 1ts actiVIties Details of the 
s1gmficant account1ng pol1c1es and methods adopted, mclud1ng the cntena for recogmt1on, the bas1s 
of measurement and the bas1s on wh1ch profit and losses are recogmsed, 1n respect of each class of 
financial asset and financial liability are disclosed 1n note 3 The fa1r value of financ1al mstruments 
represents the amount at wh1ch the Instruments could be exchanged 1n a current transaction 
between w1ll1ng part1es, other than m a forced sale or liqu1dat1on The directors consider that the 
carrymg amount of loans and receivables and other financ1al liabilities approx1mates their fa1r value 

15. Fmancial assets 

Non-current· 
Forward currency denvat1ve contracts 

Current: 
Forward currency denvat1ve contracts 

2013 
£000 

61 

2012 
£000 

73 

The Company 1s exposed to fore1gn currency nsk through 1ts operat1ons as certam transact1ons are 
denominated 1n fore1gn currencies, pnmanly the Euro The Company manages the exposure by 
1mplement1ng a po11cy of purchasmg forward fore1gn currency A forward fore1gn exchange contract 
IS held m relat1on to purchases of vanous components As at the reporting date, the Company held 
denvat1ve financial assets With a value of £60,906 (2012 £73,141) 

16. Financial liabilities 

Current: 
Forward currency denvat1ve contracts 

2013 
£000 

185 

2012 
£000 

The Company IS exposed to fore1gn currency nsk through 1ts operations as certam transactions are 
denominated 1n fore1gn currenc1es, pnmanly the Euro The Company manages the exposure by 
1mplement1ng a policy of purchasmg forward fore1gn currency A forward fore1gn exchange contract 
1s held 1n relat1on to purchases of vanous components As at the report1ng date, the Company held 
denvat1ve financial liabilitieS w1th a value of £184,963 (2012 £Nil) 
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17. Trade and other receivables 

Current: 
Trade receivables 
Prov1s1on for Bad Debts 

Accrued mcome 
Other receivables 

Prepayments 

2013 
£000 

6,831 

6,831 
1,653 
5,656 

14,140 
755 

14,895 

2012 
£000 

4,522 
(78) 

4,444 
1,261 

147 

5,852 
643 

6,495 

Trade receivables are non-mterest-beanng and are generally on 30-60 day terms Average trade 
rec1vable collectible days were 42 days (2012 32 days) 

As at 31 March 2013, the directors have made no proviSIOn for bad debts (2012 £78,027) but 
cons1dered the nsk of non-payment of other receivables to be remote, and accordingly, no other 
trade receivables were 1mpa1red or provided for 

The movement on the bad debt prov1s1on are shown as follows 

Trade and other receivables 

At 1 April 
Charge for the year 
Release of prov1s1on to 1ncome statement 

At 31 March 

As at 31 March 2013, the age1ng of trade receivables IS as follows 

2013 
£000 

78 

(78) 

2012 
£000 

78 

78 

Past due but not 1mpa1red 
Total Neither past <30 30-60 60-90 90-120 >120 

due nor days days days Days Days 
1mpa1red 

£000 £000 £000 £000 £000 £000 £000 
2013 6,831 4,156 1,260 863 552 - -
2012 4,444 3,371 805 248 20 - -

18. Receivables greater than one year 

2013 2012 
£000 £000 

Other debtors 1,856 

Other debtors represent amounts pa1d as a refundable deposit to a supplier and 1s due to be repa1d 
to the company 1n October 2013 
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19. Cash and cash equivalents 

Cash and cash eqUivalents 

2013 
£000 

5,060 

2012 
£000 

6,907 

Cash and cash eqUivalents compnse cash and short-term bank depos1ts w1th an anginal matunty of 
three months or less The Company has an undrawn borrowing fac111ty of £1,000,000 (2012 
£1 ,000,000) 

20. Obligations under finance leases 

Mimmum lease payments 

Amounts payable under finance leases 
Not later than one year 
Later than one year and not later than five years 

Less future finance charges 

Present value of lease obhgatJons 

Less amount due for settlement within twelve 
months (shown under current habJhtJes) 

Amount due for settlement after 12 months 
(shown under non-current habJhtJes) 

2013 
£000 

1,360 
1,046 

2,406 

(244) 

2,162 

(1,174) 

988 

2012 
£000 

379 
442 

821 

(80) 

741 

(379) 

362 

For the year ended 31 March 2013, the average effect1ve borrowing rate was 3 4% (2012 7 5%) 
Interest rates are fixed at the contract date All leases are on a fixed repayment bas1s and no 
arrangements have been entered into for contingent rental payments 
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21. Trade and other payables 

22. 

23. 

Current: 
Trade payables 
General accruals 
Other payables 

Other taxes and soctal secunty costs 

2013 
£000 

3,669 
3,190 
2,548 

9,407 
1,564 

10,971 

2012 
£000 

4,052 
2,565 
1,313 

7,930 
1,199 

9,129 

Trade payables and general accruals pnnctpally compnse amounts outstandmg for trade purchases 
and ongomg costs The average credtt penod taken for trade purchases dunng the year ts 40 days 
(2012 56 days) For most suppliers no mterest ts charged on the trade payables for the first 45 days 
from the date of tnvotce Thereafter, mterest ts charged on the outstandtng balances at vanous 
mterest rates The Company has ftnanctal nsk management poltctes tn place to ensure that all 
payables are patd wtthtn the pre-agreed credtt terms 

Borrowings 

2013 2012 
£000 £000 

Loan due to tmmedtate parent undertaktng 
repayable 
Not later than one year 
Later than one year and not later than five years 7,000 7,000 

7,000 7,000 

Less amount due for repayment wtthm twelve 
months (shown under current liabtlittes) 

Amount due for repayment after 12 months 
(shown under non-current ltabtltttes) 7,000 7,000 

The loan ts Interest beanng at a fixed percentage amount above the Bank of England base rate, and 
IS repayable on or after 30 September 2016 

Share capttal 

2013 2012 
£ £ 

Authonsed 
1,000 ordtnary shares of £1 each 1,000 1,000 

Allotted, called up and fully patd 
1 ordtnary share of £1 1 1 
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24. Financial risk management 

Cap1tal nsk 
The Company manages 1ts cap1tal to ensure that 1t 1s able to contmue as a gomg concern wh1le 
ma>C1m1s1ng the return to stakeholders through the opt1m1satlon of the debt and eqUity balance The 
Company's overall strategy remams unchanged from the prev1ous year The capital structure of the 
Company cons1sts of debt, wh1ch Includes borrowings d1sclosed m note 22, cash and cash 
eqUivalents and eqUity attnbutable to the 1mmed1ate parent, compns1ng 1ssued capital and reserves 

Geanng rat1o 
The Company does not have a target geanng rat1o (the proportion of net debt to eqUity) The 
Company and 1ts 1mmed1ate parent undertakmg rev1ew the cap1tal structure of the Company on a 
regular bas1s 

Market nsk 
Market nsk IS the nsk that the fa1r value or future cash flows of a financial Instrument Will fluctuate 
because of changes 1n market pnces The Company 1s pnmanly exposed to fore1gn currency nsk and 
Interest rate nsk although the directors do not cons1der these nsk exposures to be matenal 

Fore1gn currency nsk IS the nsk that the fa1r value or future cash flows of a financial mstrument Will 
fluctuate because of changes 1n fore1gn exchange rates The carry1ng amounts of the Company's 
foreign currency denominated monetary assets and monetary liabilities at the reportmg date are 
£5,630,125 (2012 £1,856,000) 

The effect of a 5% strengthemng of the Sterling aga1nst Euro at the reportmg date on the Euro
denomlnated receivables earned at that date would, all other vanables held constant, have resulted 
1n a decrease 1n post-tax profit for the year and decrease of net assets of £264,012 (2012 £88,363) 
A 5% weakenmg m the exchange rate would, on the same bas1s, have Increased post-tax profit and 
1ncreased net assets by £300,842 (2012 £97,664) 

The effect of fluctuations m exchange rates on the Euro-denom1nated rece1vables IS partially offset 
through the use of forward exchange contracts The effect of a 5% strengthenmg of the Sterling 
aga1nst Euro at the reportmg date on the forward currency swaps earned at that date would, all other 
vanables held constant, have resulted m an Increase m post-tax profit for the year and net assets of 
£271,479 (2012 £89,097) A 5% weakemng 1n the exchange rate would, on the same basis, have 
decreased post-tax profit and decreased 1n net assets by £300,056 (2012 £98,476) 

Interest rate nsk IS the nsk that the fa1r value of future cash flows of a financial Instrument Will 
fluctuate because of changes 1n market Interest rates The Company's exposure to the nsk of 
changes 1n market Interest rates relates pnmanly to borrowings disclosed m note 22 

Borrowmgs, excludmg finance leases, relate ent1rely to a loan due to the Company's 1mmed1ate 
parent undertaking If Bank of England base rate had been 0 5% higher and all other vanables were 
held constant, the Company's 

• profit for the financ1al year ended 31 March 2013 would decrease by £35,000 (2012 
£35,000), and 

• total eqUity would decrease by £35,000 (2012 £35,000) 

LiQUidity nsk 
LiqUidity nsk (also referred to as fundmg nsk) IS the nsk that an ent1ty Will encounter difficulty m 
realising assets or otherw1se ra1smg funds to meet commitments associated w1th financial 
mstruments The Company IS pnmanly financed through 1ts commerc1al revenue although 11 always 
has the option to apply for mcreased fundmg from 1ts 1mmed1ate parent 

Credit nsk 
Credit nsk IS the nsk that a counterparty Will default on 1ts contractual obligations resultmg 1n financial 
loss to the Company The directors cons1der the nsk of contractual default to be remote and 
accordingly the Company's exposure to cred1t nsk 1s low 
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25 Capital expenditure authorised 

Contracted for but not provided for 

26 Operating lease commitments 

2013 
£000 

7,401 

The total m1mmum future commitments under non-cancellable operat1ng leases are as follows 

Land & Buildings Other 
Operating leases which exp1re 2013 2012 2013 2012 

£000 £000 £000 £000 

Not later than one year 237 219 3,109 3,894 
Later than one year and not 
later than five years 72 75 17,723 3,345 
Later than five years 199 30 3,840 

508 324 24,672 7,239 

2012 
£000 

1,477 

Operat1ng lease payments represent rentals payable by the Company for certam parts of 1ts office 
and other operating equ1pment The majonty of leases are negot1ated for an average term of 5 years 
and rentals are fixed for an average of 5 years w1th an opt1on to extend for a further 2 years at the 
then preva1lmg market rate 

27. Retirement benefit schemes 

In the pnor years, the Company part1c1pated 1n the GPS Pens1on Scheme (formerly called the BNFL 
Group Pens1on Scheme) From 1 Apnl 2012 the assets and liabilitieS of the GPS Pens1on Scheme 
have been transferred to the C1v11 Nuclear Pens1on Plan (CNPP) The CNPP IS a funded defined 
benefit scheme The defmed benefit structure of the company's pens1on arrangements was closed to 
new entrants on 1 Apnl 2008 and a defined contnbut1on structure made available for all new 
employees from that date 

The Nuclear Decomm1S1onmg Authonty, the company's parent, IS the pnnc1pal employer to the GPS 
Pens1on Scheme 

The last tnenmal actuanal valuation took place as part of the GPS Pens1on Scheme as of 31 March 
2010 The Company IS contnbut1ng to the CNPP, 1n respect of defined benefit members, at a rate of 
24 1% of pensionable sa lanes, as recommended by the scheme's mdependent actuanes 

A full actuanal valuation was earned out at 31 March 2011 usmg the projected umt method and 
updated approximately to 31 March 2012 and 31 March 2013 by a qualified Independent actuary A 
valuat1on of the Scheme as at 31 March 2013 has been calculated by a qualifed actuary under the 
rev1sed (2011) IAS 19 A full tnenmal actuanal valuation took place 1n mld-2013 w1th the valuation 
usmg 31 March 2013 as a bas1s 

The assumptions have been set by the d1rectors of the parent company, Nuclear DecommiSSIOmng 
Authonty 
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27. Retirement benefit schemes (contmued) 
The major assumptions used were 

Rate of mcrease 1n salanes 
Rate of 1ncrease 1n pens1ons m payment 
Discount rate 
Inflation assumpt1on (RPI) 
Mortality 

Post-retirement morality (m years) 
Current pens1oner at 65- male 
Future pens1oner at 65 (now 45)- male 

31 March 2013 31 March 2012 

340% 
340% 
425% 
340% 

SAPS CMI10 
projection, 1 0% 

trend (males) 
0 5% trend 
(females) 

22 1 
234 

3 75% 
325% 
48% 
325% 

SAPS CMI10 
projection, 1 0% 

trend (males) 
0 5% trend 
(females) 

22 0 
234 

Other assumptions are the same as those used 1n the latest actuanal vanat1on for the DRS sect1on 

The b1d value of the assets m the Scheme, the present value of the liabilities m the Scheme and the 
expected rate of return at the balance sheet date were 

31 March 31 March 31 March 2012 
2013 2012 
£000 %pa £000 

EqUitieS 18,510 7 1 14,880 
Property 2,342 6 1 2,272 
F1xed Interest G1lts nla 
Index Linked G1lts 11,952 310 9,745 
Corporate Bonds 11,441 4 80 9,802 
Other 152 2 00 153 

Total fa1r value of the assets 44,397 5 35 36,852 

Present value of Scheme liab111tes 45,752 34,430 
(Deficlt)/surplus m the Scheme (1,355) 2,422 

Net pens1on (defic1t)lsurplus before restnct1on (1,355) 2,422 

Restriction on surplus (2,422) 

Net pens1on (defic1t)lsurplus before (1,355) 
restnctlon 
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27. Retirement benefit schemes (continued) 

The Company employs a butldtng block approach m determmmg the long-term rate of return on 
pens1on plan assets Htstoncal markets are studted and assets With htgher volatility are asumed to 
generate h1gher returns consistent wtth wtdely accepted cap1tal market pnnc1ples The overall 
expected rate of return on assets IS then denved by aggregating the expected return of each asset 
class over the actual asset allocation at the start of the year 

Actual return on Scheme Assets 

Reconciliation of liabilities: 

Liability at start of period 
Current serv1ce cost 
Employee contnbut1ons 
Interest cost 
Actuanal loss 
Benefits paid 

Liability at end of period 

Reconciliation of Assets: 

Assets at start of period 
Expected return on assets 
Contnbuttons patd by employer 
Employee contnbuttons 
Actuanal gam 
Benefits paid 

Assets at the end of the period 

Analysis of profit and loss charge: 

Current serv1ce cost 
Expected return on Scheme assets 
Interest on Scheme 1iab11it1es 

Total profit and loss charge 

30 

31 March 31 March 
2013 2012 
£000 £000 

4,999 2,673 

31 March 31 March 
2013 2012 
£000 £000 

34,430 26,004 
2,262 2,036 

483 510 
1,713 1,493 
7,049 4,625 
(185) (238) 

45,752 34,430 

31 March 31 March 
2013 2012 
£000 £000 

36,852 31,528 
2,039 2,139 
2,248 2,379 

483 510 
2,960 534 
(185) (238) 

44,397 36,852 

31 March 31 March 
2013 2012 
£000 £000 

2,262 2,036 
(2,039) (2, 139) 

1,713 1,493 

1,936 1,390 
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27. Retirement benefit schemes (continued) 

Analysis of amount recognised in Statement of Comprehensive Income (SOCI) 

Total actuanal (losses) 
Cumulat1ve amount of (losses) recogmsed 

31 March 
2013 
£000 

(4,089) 
(4,322) 

31 March 
2012 
£000 

(4,091) 
(233) 

A 0 5% mcrease or decrease m the assumptions stated below would have the following effects on 
the defined benefit obl1gat1on 

Discount rate 
Rate of salary Increase 
Rate of pnce mflat1on 
Rate of mortality (mcrease by one year) 

31 March 
2013 
£000 

Expenence gams and 
(losses) on Scheme 
Assets 2,960 
Expenence gams and 
(losses) on Scheme 
Liabilities 43 

31 March 
2012 
£000 

534 

(212) 

31 March 
2011 
£000 

(19) 

994 

Increase 
(14%) 

8% 
16% 
2% 

31 March 
2010 
£000 

4,818 

Decrease 
16% 
(8%) 

(14%) 
-% 

31 March 
2009 
£000 

(3, 133) 

Contnbut1ons are also made by some employees to a group defined contnbut1on scheme amounting 
to £28,000 (2012 £119,000) 

The total Company pens1on costs for the year were £2,369,000 (2012 £2,449,000) 

The balance of pens1on scheme contnbut1ons outstanding at the year end was £222,916 (2012 
£231,446) 

The total contnbut1ons to the defined benefit scheme 1n 2013/2014 are expected to be £2,308,000 for 
the company 
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28. Related party transactions 

In the course of 1ts normal busmess the Company enters mto transactions w1th Government owned 
banks, Government Departments and other central Government bod1es on an arms' length bas1s 

Tradmg transactions 
Transactions between the Company and the NDA and other NDA group compames were as follows 

Sale of goods & Purchase of Amounts owed by Amounts owed to 
serv1ces goods& serv1ces related part1es related part1es 

2013 2012 2013 2012 2013 2012 2013 2012 
£000 £000 £000 £000 £000 £000 £000 £000 

NDA 1,952 - - - 1,226 - 7,000 7,000 

International 14,375 13,918 - - 49 49 - -
Nuclear 
Serv1ces 
L1m1ted 
NDA - - 103 71 - - 1 1 
Propert1es 
L1m1ted 

Key management compensation 
Key management 1ncludes directors (executive and non-executive), and other semor execut1ves The 
compensatiOn pa1d or payable to key management for employee serv1ces IS set out below 1n 
aggregate for each of the categones spec1fied m IAS 24 'Related Party DISClosures' Further 
mformat1on about the remuneration of 1nd1v1dual directors IS prov1ded 1n note 8 

2013 2012 
£000 £000 

Short term employee benefits 750 758 
Post-employment benefits 126 124 
Other long-term benefits 70 57 

946 939 

W1th effect from 1 Apnl 2009, DRS key management part1c1pate m a Long-Term Incentive Plan 
(L TIP), which allows partiCipants to rece1ve a bonus, payment of wh1ch w1ll take place over a penod 
of two to four years from the end of the relevant accounting penod, prov1d1ng the part1c1pant remams 
m employment 

The amount of L TIP that 1s deferred to future accountmg penods 1s £181,970 (2012 £103,500) 

29. Post balance sheet events 

Subsequent to the balance sheet date, the Company has secured a Commercial Mortgage facility for 
£8,990,000 m order to finance the purchase of SL45 Lowhner Wagons Th1s facll1ty 1s payable over 
36 months at a headline Interest rate of 3 79% 
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