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MERSEYRAIL ELECTRICS 2002 LIMITED 

DIRECTORS' REPORT 

The dtrectors present thetr annual report and the audtted fmanctal statements for the 52 week penod ended 8 January 
2011 

PRINCIPAL ACTIVITIES 

In 2003 Merseyratl were awarded a 25-year concesston to provtde rat! servtces on behalf of Merseytravel, the 
Merseystde PTE Thts smgled out Merseyratl amongst other Tram Operatmg Compames (TOCs), where average 
length contracts are between 7-10 years For thts reason, Merseyratl are now m the envtable po<ttton ofbemg able to 
take a long-term perspecttve on the mvestment and development of ratl passenger servtces We stnve to exceed the 
expectatiOns of not only the people of Merseystde, but also the wtder pubhc transport commumty Thts ts m lme 
wtth the phtlosophy of tis two 50 per cent shareholders Serco Group pic and Abelho (formerly known as 
NedRatlways) 

Merseyratlts an urban network ofvttaltmportance to the transport mfrastructure ofltverpool and Merseystde and ts 
one of the most mtenstvely used networks m the UK, wtth over 800 tram servtces datly (Monday to Saturday), wtth 
a reduced servtce of 350 tram servtces on Sundays There are approxtmately 110,000 passenger JOurneys each 
weekday, wtth 3 7 nul bon passenger JOurneys per annum Around 50% of passengers are datly users 

The busmess operates 75 route mtles m the Merseystde area btsected by the nver Mersey The network has 67 
stattons, 66 of whtch are managed by Merseyratl, wtth termmal stattons at Southport, Ormsktrk, Ktrkby and Hunts 
Cross to the North and New Bnghton, West Ktrby, Chester, and Ellesmere Port on the Wtrral stde of the nver The 
network also mcludes 6 5 nules of underground track and 5 underground stations 

The busmess operates wtth a fleet of 59 class 507/508 electnc trams whtch underwent an extenstve refurbtshment m 
2004 Thts mcluded tmproved seatmg, advanced passenger mforrnatlon systems and on board CCTV secunty 
cameras 

BUSINESS REVIEW 

The dtrectors are satisfied wtth the performance of the company dunng the penod Turnover was £126,264,000, 
whtch was an mcrease of I 46% on the prevwus penod (2010 £124,453,000) 

Profit on ordmary actlVlttes after tax was £7,613,000 an mcrease of4 8% on 2010 (2010 £7,264,000) 

Throughout 20 II the Movmg Annual Average (MAA) for punctuahty contmued to reach new htghs wtth 7 of 13 
penods exceedmg 96% Pubhc Performance Measure (PPM) Thts resulted m Merseyratl bemg the best performmg 
Tram Operatmg Company (TOC) for 2011 wtth an end of year MAA of95 3% 

Dunng the year Merseyratl retamed tis I 00% Secure Station and Car Park accredttatlon from the Department of 
Transport (Off) that we gamed m 20 I 0 

Merseyratl have also recently attamed Investors m Excellence accredttatton, granted by North of Engldnd 
Excellence Thts confirms that we have reached the European Foundation for Quahty Management standard m 31 
areas covenng Leadershtp, Change Management, People Management, Processes and Strategy Development 

Merseyratl beheve tt ts tmportant to contnbute to the tmprovement and well bemg ofMerseystde's envtronment and 
commumty We were therefore very proud to wtn the Work Jnsprratwn Award at the Busmess m the Commumty 
North West Regwnal Awards for tts Busmess Class Partnershtp wtth Archbtshop Beck Cathohc Sports College m 
Walton Vale As part of our commttrnent to our commumty Merseyratl also support a local chanty each year Thts 
year's chanty was Woodlands Hosptce and we were dehghted to be able to ratse £100,000 through the mvolvement 
of staff and stakeholders m fundratsmg events throughout the year 

Merseyratl contmue to be leadmg TOC on dehvery of the National StattOn Improvement Programme {NSIP) 
schemes, a Department for Transport scheme Dunng 2011 we completed works at our statiOn at Waterloo 
mcludmg a further M-to-go retat1 outlet 

Merseyratl also recetved a £1,000,000 grant from Cychng England, funded by the Department of Transport for the 
bUtldmg of cycle facthtles on our Network Dunng the year we opened facthttes at 18 stations provtdmg 700 secure 
cycle pomts The flag<htp locatiOn at Southport was opened m August 2010 by Chns Boardman CBE, Olyroptc 
Cycle gold medalhst 

From a cu"tomer perspective we have reached a NatiOnal Paso;enger Survey (NPS) overall o;attsfacuon score of 
93%, the htghest m the mdustry (NPS survey autumn 2010) 
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MERSEYRAIL ELECTRICS 2002 LIMITED 

DIRECTORS' REPORT (continued) 

BUSINESS REVIEW (continued) 

In the penod ended 8th January 2011 the company has mvested £1,737,000 m capital Improvements across the 
network to enhance our statiOn and staff facthhes 

At the penod end the cash balance stood at over £11,299,000 (2010 £8,331,000) With a further £2,000,000 on short 
term mvestment The hqmdlly position has remamed strong through the penod 

OUTLOOK 

Throughout the commg months Merseyrad wdl contmue, m partnerslup With Merseytravel, and others, to make 
Improvements to the network and se!Vlce, to enable the challenges of the commg year to be met Capital 
expenditure IS expected to be m !me With previOus penods Tlurd party fundmg Will be used for further 
refurb1slunents at Liverpool Central StatiOn wh1ch IS our busiest statiOn for passenger numbers 

PRINCIPAL RISKS AND UNCERTAINTIES 

The 25 year concesston means that the busmess has certamty and IS therefore able to take a long-term VIew on 
mvestment There are no ratl competitors runrung over the same routes In common wtth most tram operators the 
mam competitor to the busmess IS the car, taxts and bus operators To rmtlgate the nsks from these pressures, 
Merseyraii are working wtth local and natiOnal bodtes to ensure that servtces are proVIded that meet or exceed the 
requrrements of our stakeholders The long term nature of the contract means that Merseyrad are able to mvest m 
Improvements to the network that are benefictal and attractive to stakeholders 

The economtc chmate m the regton has Impacted on Merseyratl There IS a htgher degree of uncertamty around 
patronage, and the leadership team wulun Merseyra1l are focused on close morutonng of all relevant KP!s to ensure 
any requtred remedial action m response to the emergmg conditiOns IS taken 

GOING CONCERN 

The nature of the Merseyra1l ConcessiOn Agreement w1th Merseytravel provides a s1gruficant subsidy payment 
Gtven the frequency of contract payments, combmed wtth a network where Merseyratl are the sole operator and 
havmg reviewed the budgets and forecasts for a 12 month penod from the date of Signmg the fmanc1al statements, 
the directors are confident that the busmess will contmue to be cash generative The Drrectors beheve th1s will be 
achieved without the need for th.rd party fundmg m the foreseeable future, despite the current economic uncertamty 
Thorough cash management processes are followed Accordmgly, the directors have a reasonable expectatiOn that 
the company has adequate resources to contmue m operatlona1 extstence for tts foreseeable future Thus they 
contmue to adopt the gomg concern basts of accountmg m prepanng the annual financtal statements 

DIVIDENDS AND TRANSFERS TO RESERVES 

The profit for the penod after taxatiOn was £7,613,000 (2010 £7,264,000) 

A dividend of £7,252,000 for the penod has been pa1d (2010 £6,859,000) 
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MERSEYRAIL ELECTRICS 2002 LIMITED 

DIRECTORS' REPORT (continued) 

DIRECTORS 

The dtrectors who served dunng tlus penod and thereafter are listed below 

Andrew Heath 
Kevm Thomas 
Dommtc Booth 
Peter Morton 
Bartholomeus Schmemk 
Alan Wtlson 
Matt Brown 
Davtd Temple 
Lesley Batty 
Jeroen Weunar 

(resigned 31 March 2010) 
(appomted I March 2010) 
(resigned I March 2010) 

(appomted 31 March 2010) 

CHARITABLE CONTRIBUTIONS 

Dunng the penod, the company made chantable donatiOns and sponsorship payments of £96,337 (2010 £147,485) 
pnnctpally to local chanties and groups servmg the commumttes m whtch the company operates 

EMPLOYEE INVOLVEMENT AND DISABLED EMPLOYEES 

The company gtves full and farr consideration to applicatiOns for employment from dtsabled people havmg regards 
to therr particular aptitudes and abilities Efforts are made to contmue the employment of those who become 
dtsabled dunng thetr employment, and trammg, career development and promotton ts, as far as posstble, tdenttcal 
for all employees m accordance With thetr sktlls and abtlittes 

The company also has a policy of commumcatmg and consultmg With Its managers and employees to ensure therr 
active mvolvement 

AUDITOR 

Delmtte are deemed to be re-appomted under sectiOn 487(2) of the Companies Act 2006 

STATEMENT OF DISCLOSURE TO THE AUDITOR 

Each of the persons who IS a dtrector at the date of approval of tlus report confrrrns that 

a) so far as each dtrector ts aware there ts no relevant audtt mformat10n of whtch the company's audttor ts 
unaware, and 

b) the director has taken all the steps that he/she ought to have taken as a dtrector m order to make 
htmself/herself aware of any relevant audtt mfonnauon and to estabhsh that the company's audttor ts awMe 
of that mformatiOn 

Thts confirmatiOn IS gtven and should be mterpreted m accordance wtth the proviSions of s 418 of the Compames 
Act 2006 

Approved by the Board of Drrectors 
and stgned on behalf of the Board 

Peter Morton 

Dtrector 
2:J+' 'fYbrcl, 20 II 
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MERSEYRAIL ELECTRICS 2002 LIMITED 

DIRECTORS' RESPONSIBILITIES STATEMENT 
The drrectors are responsible for preparmg the Annual Report and the financial statements m accordance With 
applicable law and regulatiOns 

Company law requires the drrectors to prepare financial statements for each financial year Under that law the 
directors have elected to prepare the financial statements m accordance With Umted Kmgdom Generally Accepted 
Accountmg Pracllce (Uruted Kmgdom Accountmg Standards and applicable law) Under company law the directors 
must not approve the financial statements unless they are satisfied that they give a true and farr view of the state of 
affairs of the company and of the profit or loss of the company for that penod In preparmg these financial 
statements, the drrectors are requued to 

• select smtable accountmg policies and then apply them consistently, 
• make JUdgments and accountmg esl!mates that are reasonable and prudent, 
• state whether applicable UK Accountmg Standards have been followed, subject to any matenal departures 

disclosed and explamed m the fmancial statements, and 
• prepare the financial statements on the gomg concern basis unless It IS mappropnate to presume that the 

company wtll contmue m busmess 

The directors are responsible for keepmg adequate accountmg records that are sufficient to show and explam the 
company's transactiOns and dtsclose w1th reasonable accuracy at any time the financial positiOn of the company and 
enable them to ensure that the financial statements comply With the Compames Act 2006 They are also responsible 
for safeguardmg the assets of the company and hence for takmg reasonable <teps for the preventiOn and detectiOn of 
fraud and other rrregulan!Ies 
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF 

MERSEYRAIL ELECTRICS 2002 LIMITED 

We have audited the financial statements ofMerseyra1l Electncs 2002 Limited for the 52 week penod ended 
8 January 2011 which compnse the Profit and Loss Account, the Statement of Total Recogrused Gams and 
Losses, the Balance Sheet, and the related notes I to 24 The financial reportmg framework that has been 
apphed m their preparatiOn IS applicable law and Umted Kmgdom Accountmg Standards (Umted Kmgdom 
Generally Accepted Accountmg Practice) 

This report IS made solely to the company's members, as a body, m accordance With Chapter 3 of Part 16 of the 
Compames Act 2006 Our audit work has been undertaken so that we might state to the company's members 
those matters we are required to state to them man auditor's report and for no other purpose To the fullest 
extent penmtted by law, we do not accept or assume respons1b1hty to anyone other than the company and the 
company's members as a body, for our audit work, for tlus report, or for the opmwns we have formed 

Respective responsibthtles of directors and auditor 
As explamed more fully m the Directors' Responsibilities Statement, the directors are responsible for the 
preparatiOn of the financial statements and for bemg satisfied that they give a true and farr v1ew Our 
responstbthty ts to audtt and express an optmon on the financial statements m accordance wtth applicable law 
and International Standards on Aud1tmg (UK and Ireland) Those standards requiTe us to comply with the 
Auditing Practices Board's Etlucal Standards for Auditors 

Scope of the audit of the financial statements 
An audit mvolves obtanung evtdence about the amounts and dtsc!osure..:; m the financtal statements suffictent to 
gtve reasonable assurance that the financtal statements are free from matenal misstatement, whether caused by 
fraud or error Tlus mcludes an assessment of whether the accountmg pohctes are appropnate to the company's 
crrcumstances and have been consistently apphed and adequately disclosed, the rea<onableness of s1gruficant 
accountmg estimates made by the dtrectors, and the overall presentation of the financtal statements 

Opmton on financial statements 
In our optmon the financtal statements 
• g1ve a true and fair view of the state of the company's affairs as at 8 January 20 II and of Its profit for 

the penod then ended, 
• have been properly prepared m accordance With Umted Kmgdom Generally Accepted Accountmg 

Practtce, and 
• have been prepared m accordance with the reqmrements of the Comparues Act 2006 

Opmwn on other matter prescnbed by the Compames Act 2006 
In our opm10n the mfonnatwn given m the Directors' Report for the financial penod for wh1ch the financial 
o;;tatements are prepared ts consistent wtth the financtal statements 

Matters on which we are reqmred to report by exception 
We have notlung to report m respect of the followmg matters where the Compames Act 2006 requiTes us to 
report to you tf, m our opmton 
• adequate accounting records have not been kept, or returns adequate for our audtt have not been 

recetved from branches not vtstted by us, or 
• the fmanctal statements are not m agreement wtth the accountmg records and returns, or 
• certam dtsclosures of drrectors' remuneratiOn specified by law are not made, or 
• we have not recetved all the mformatwn and explanatiOns we requtre for our audtt 

Chnstopher Powell FCA (Semor Statutory Auditor) 
for and on behalf ofDelmtte LLP 
Chartered Accountant< and Statutory Auditor 
Liverpool, Umted Kmgdom 
'--""-~ 2011 
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PROFIT AND LOSS ACCOUNT 
52 weeks ended 8 January 2011 

TURNOVER 
COST OF SALES 

OPERATING PROFIT 

Interest recetvable and stmtlar mcome 
Interest payable and Similar charges 
Other finance mcome/(expense) 

PROFIT ON ORDINARY ACTIVITIES BEFORE 
TAXATION 

Tax on profit on ordmary actlvttles 

PROFIT ON ORDINARY ACTIVITIES AFTER 
TAX FOR THE PERIOD 

All amounts relate to contmumg operations 

MERSEYRAIL ELECTRICS 2002 LIMITED 

Note 

2 

4 

3 

5 
6 

20 

8 

18,19 

52 weeks 
ended 

8 January 
2011 

£'000 

126,264 

(114,352) 
(I ,327) 

(115,679) 

10,585 

127 
(190) 
100 

10,622 
(3,009) 

7,613 

53 weeks 
ended 

9 January 
2010 

£'000 

124,453 

(113,913) 

(113,913) 

10,540 

110 
(194) 
(360) 

10,096 
(2,832) 

7,264 
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MERSEYRAIL ELECTRICS 2002 LIMITED 

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES 
52 weeks ended 8 January 2011 

Note 

Profit for the financial penod 
Actuanalloss relatmg to pensiOn scheme 20 
Deferred tax attnbutable to actuanalloss 
Adjustment due to change m deferred tax rate 

Total recogmsed gams and losses for the penod 

52 weeks 
ended 

8 January 
2011 

£'000 

7,613 
(389) 
105 
(66) 

7,263 

53 weeks 
ended 

9 January 
2010 

£'000 

7,264 
(874) 
245 

6,635 
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MERSEYRAIL ELECTRICS 2002 LIMITED 

BALANCE SHEET 
As at 8 January 2011 

8 January 9 January 
2011 2010 

Note £'000 £'000 

FIXED ASSETS 
Intangible assets 10 2,749 2,905 
Tangible assets II 8,730 8,146 

11,479 II ,051 

CURRENT ASSETS 
Stocks 12 1,360 1,392 
Debtors 13 6,118 5,586 
Investments 14 2,000 5,500 
Cash at bank and m hand 11,299 8,331 

20,777 20,809 
CREDITORS: amounts falling due "ithin 

one year 15 (22,227) (22,108) 

NET CURRENT LIABILITIES (I ,450) (1,299) 

TOTAL ASSETS LESS CURRENT 
LIABILITIES I 0,029 9,752 

CREDITORS: amounts falling due after 
more than one year 16 (2,513) (2,906) 

NET ASSETS BEFORE PENSION LIABILITY 7,516 6,846 

Penswn habihty 20 (5,372) (4,713) 

NET ASSETS AFTER PENSION LIABILITY 2,144 2,133 

CAPITAL AND RESERVES 
Called-up share capital 17 
Profit and loss acc0unt 18 2,144 2,133 

TOTAL SHAREHOLDER'S FUNDS 19 2,144 2,133 

The financial statements of Merseyraii Electncs 2002 Lumted, company number 4356933 were approved by the 
Board ofDrrectors on 2::/' VVlwCAn 2-o 1 1 
Signed on behalf of the Board of Directors 

Peter Morton 

Director 
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MERSEYRAIL ELECTRICS 2002 LIMITED 

NOTES TO THE ACCOUNTS 
52 weeks ended 8 January 2011 

1 ACCOUNTING POLICIES 

The pnnc1pal accountmg pohc1es are summansed below They have been applied consistently throughout 
the current and prevwus penod 

Basis of preparation 

The financial statements are prepared under the lustoncal cost convention m accordance With applicable law 
and Umted Kmgdom accountmg standards 

Going concern 

The nature of the Merseyra1l ConcessiOn Agreement with Merseytravel provides a significant subsidy 
payment G1ven the frequency of contract payments, combmed With a network where Merseyra1l are the sole 
operator and havmg reviewed the budgets and forecasts for a 12 month penod from the date of s1gnmg the 
financtal statements, the duectors are confident that the busmess wtll contmue to be cash generative The 
directors believe th1s w1ll be achieved without the need for thrrd party fundmg m the foreseeable future 
Accordmgly, the dtrectors have a reasonable expectation that the company has adequate resources to 
contmue m operatiOnal extstence for Its foreseeable future Thus they contmue to adopt the gomg concern 
basts of accountmg m prepanng the annual financtal statements 

Turnover 

Passenger mcome IS mcluded m turnover 

Concession payments relate to amounts received from Merseys1de Passenger Transport Executive (MPTE) 
under the Concesswn Agreement to operate Merseyratl trams Other turnover anses from the provtston of 
ancillary servtces to external parttes 

All turnover IS recogmsed at the pomt at which the serviCe IS provided 

Goodwill and intangible fixed assets 

For acquiSitiOn of a busmess, purchased goodWill IS capitalised m the year 10 which 1t anses and amortised 
over Its estimated useful life of 25 years The drrectors regard 25 years as a reasonable maximum for the 
estimated useful life of goodwill smce 1t comc1des with the hfe of the rad concessiOn (25 years) and also 1t IS 
difficult to make prOJectiOns exceedmg th1s penod 

Other mtang1ble fixed assets are capitalised m the year they are mcurred and amortised over !herr u,eful 
economic lives The concessiOn costs mcurred m the penod ended 3 January 2004 (shown m note 10) are 
amortised over the life of the concessiOn (25 years) 

Tangible fixed assets and depreciation 

Tang1ble fixed assets are stated at cost, net of deprec1at10n and any provlston for tmpamnent 

Deprec1atton IS provtded at rates calculated to wnte off the cost of each asset on a stratght hne basts over tts 
estimated useful hfe at the followmg annual rate 

Leasehold bu1ldmgs 
Plant and maclunery, motor vehicles and 

fixtures and fittmgs 

2% • I 0% per annum 

4% · 33% per annum 

No deprectatton ts provtded on land or assets under construction 

Taxation 

Current taxatiOn IS provided at the amounts expected to be pa1d (or recovered) usmg the tax rates and laws 
that have been enacted or substantively enacted by the balance sheet date 

Deferred taxatiOn IS provtded m full on t1mmg d1fferences that re~ult m an obhgat1on 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 T1mmg d1fference~ anse from the mclu~10n of ttems of mcome and 
expenditure m taxatton computatiOns m penods dtfferent from those m wh1ch they are mcluded m the 
financtal statements Deferred tax as~ets are recogmsed to the extent that It 1s regarded a~ more hkely than 
not that they w1ll be recovered Deferred tax a'sets and liabdltle' are not discounted 

10 
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MERSEYRAIL ELECTRICS 2002 LIMITED 

NOTES TO THE ACCOUNTS (continued) 
52 weeks ended 8 January 2011 

I. ACCOUNTING POLICIES (continued) 

Leases 

Assets held under finance leases and the related lease obligations are recorded m the balance sheet at the farr 
value of the leased assets at the mcep!Ion of the leases The excess of the lease payments over the recorded 
lease obhgatwns are treated as fmance charges wh1ch are amortised over the lease term Rental costs under 
operatmg leases are charged to profii and loss account m equal amounts over the penods of the leases 

Grants 

Capital grants and other contnbutiOns received towards the cost of tangible fixed assets are mcluded as 
deferred mcome m the balance sheet and credited to the profit and loss account over the hfe of the asset 
Revenue grants are credlled to the profit and loss account to match off wllh the expendi!IIre to which they 
relate 

Stocks 

Stock IS stated at the lower of cost and net realisable value Cost mcludes malenals and consumable goods 
Provtston ts made for obsolete, slow-movmg and defective ttems where appropnate 

Current asset investments 

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

Fmance costs 

Fmance costs of financial habthties are recogmsed m the profit and loss account over the term of such 
mstruments at a constant rate on the carrymg amount 

Bank borrowmgs 

Interest-bearmg bank loans and overdrafts are recorded at the proceeds received, net of drrect Issue costs 
Fmance charges, mcludmg prenuums payable on settlement or redemptiOn and d1rect ISSue costs, are 
accounted for on an accruals basts m the profit or loss account usmg the effective mterest method and are 
added to the carrymg amount of the mstrument to the extent that they are not settled m the penod m which 
they anse 

Pension costs 

PensiOn costs are accounted form accordance with Fmanc1al Reportmg Standard 17 "Retirement Benefits" 
For the defined benefit pensiOn scheme, the amounts charged to operatmg profit are the current service costs 
and gams and losses on settlements and curtailments They are mcluded as part of staff costs Past service 
costs are recogmsed Immediately m the profit and loss account If the benefits have vested If the benefits 
have not vested nnmedtately, the costs are recogmsed over tht penod until vestmg occurs The mterest cost 
and the expected return on assets are shown as a net amount of other financial costs or credits adJacent to 
mterest Actuanal gams and losses are recogmsed nnmedtately m the statement of total recogmsed gams and 
losses 

The deficit reflected m the balance sheet reflects only that portiOn of the deficit that IS expected to be funded 
over the francluse term, net of deferred tax A "francluse adjustment" IS made to the deficit on this basis The 
franchise adjustment IS the proJected deficit at the end of the franchise term, which the company will not be 
reqmred to fund, discounted back to present value 

The defined benefit pensiOn scheme IS funded, with the assets held separately from those of the company, m 
separate trustee admtmstered funds PensJOn scheme assets are measured at btd value and habliilles are 
measured on an actuanal basts usmg the proJected umt method and discounted at a rate eqwvalent to the 
current rale of retum on a h1gh quahty corporate bond of eqmvalent currency and term to the scheme 
hab1l11Ies The actuanal valuat1ons are obtamed at least tnenmally and are updated at each balance sheet 
date The resultmg defined benefit asset or hab1hty, net of the related deferred tax, IS pre,ented separately 
after other net assets on the face of the balance sheet 

1 I 
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MERSEYRAIL ELECTRICS 2002 LIMITED 

NOTES TO THE ACCOUNTS (continued) 
52 weeks ended 8 January 2011 

I. ACCOUNTING POLICIES (continued) 

Cash flow statement 

2. 

3. 

4 . 

The company IS exempt under Frnanc18l Reportmg Standard I from mcludmg a Cash flow Statement m Its 
accounts as 11 IS a wholly owned subs1d13ry of Merseyra~J Semces Holdmg Company L1m1ted, a company 
mcorporated rn the Umted Kmgdom, which has mcluded a Consolidated Cash flow Statement m Its financial 
statements 

TURNOVER 

All turnover ongmates m the Uruted Kmgdom and denves from passenger mcome and other services 

OPERATING PROFIT 

Operatrng profit IS stated after chargmg: 

Loss on disposal of fixed asset 
DepreciatiOn and amorttsatiOn 

· mtang1ble fixed assets 
· tangible fixed assets 

Operatmg lease rentals 
· plant and maclunery 
· access charges payable to Network Ra~l 
· land and bulidrngs 

The analysts of audttors' remuneration IS as follows 

Fees payable to the company's auditors for the audit of the company's annual 
accounts 

Fees payable to the company's audttors and thetr assoctates for other servtces to 
the group 

- the audit of the financial statements pursuant to legtslatton 

There were no non-audll serviCes provided dunng the penod (2010 same) 

EXCEPTIONAL COSTS 

52 weeks 53 weeks 
ended ended 

8 January 9 January 
2011 2010 

£'000 £'000 

2 

!56 !54 
I ,152 I, 117 

II ,916 11,640 
10,613 13,814 
5,665 6,418 

50 49 

3 2 

53 51 

In the pnor year, there was an ongomg dispute Wlthm the mdustry between several Tram Operatrng 
Companies ('TOCs') and the Bnt1sh Transport Pohce AssociatiOn (BTPA) regardmg the chargmg 
methodology for their Transport Pohce Services The pnncipalissue related to changes m the chargmg bas1s 
rntroduced by the BTP A With effect from I Apnl 2007, wh1ch were bemg disputed by a number of TOCs on 
the basis that the changes were unlawfully Implemented The dispute was sertled on the 12 March 2010, 
wh1ch resulted m the company makmg a payment of£1,327,004 to the BTPA m settlement ofpnor penod 
Transport Pohce services 

12 
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MERSEYRAIL ELECTRICS 2002 LIMITED 

NOTES TO THE ACCOUNTS (continued) 
52 weeks ended 8 January 201 I 

5 

6 . 

7 . 

INTEREST RECEIVABLE AND OTHER INCOME 

Bank mterest 

INTEREST PAY ABLE AND OTHER CHARGES 

Other mterest 
Loan mterest 
Fmance lease mterest 

INFORMATION REGARDING DIRECTORS AND EMPLOYEES 

Dtrectors' remuneration 
Other emoluments 
Penswn contnbutlons 

RemuneratiOn of the htghest patd dtrector 

52 weeks 
ended 

8 January 
2011 

£'000 

127 

127 

52 weeks 
ended 

8 January 
2011 

£'000 

90 
100 

190 

52 weeks 
ended 

8 January 
2011 

£'000 

583 
47 

630 

239 

The company contnbuted £2,615 (20 I 0 £2,268) to the pensiOn scheme of the htghest patd dtrector 

53 weeks 
ended 

9 January 
2010 

£'000 

110 

110 

53 weeks 
ended 

9 January 
2010 

£'000 

4 
90 

100 

194 

53 weeks 
ended 

9 January 
2010 

£'000 

569 
40 

609 

233 

The number of dtrectors who were members of the defined benefit pensiOn scheme at the penod end was I 
(2010 I) 

Dunng the year Peter Morton and Kevm Thomas, dtrectors of the company, were granted 6,270 shares m 
Serco Group pic at £0 02 optiOn pnce as part of a performance share plan scheme Dunng the year, these 
same dtrectors exerctsed 2,843 shares at £0 02 optton pnce There was no matena1 dtfference between the 
grant optiOn pnce and fatr value pnce at the year end 

13 
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MERSEYRAIL ELECTRICS 2002 LIMITED 

NOTES TO THE ACCOUNTS (continued) 
52 weeks ended 8 January 2011 

7 . INFORMATION REGARDING DIRECTORS AND EMPLOYEES (contmued) 

8. 

Average number of persons employed (including directors) 
Operatwnal 
Engmeenng and mamtenance 
Admimstratwn and support 

Staff costs during the penod (including directors) 
Wages and sa1anes 
Social secunty costs 
Penswn costs- defined benefit scheme (see note 20) 
Penston costs- personal penston schemes 

TAX ON PROFIT ON ORDINARY ACTIVITIES 

Corporation tax 
Uruted Kmgdom corporatwn tax at 28% (20 I 0 28%) 

based on the profit for the penod 
Adjustment m respect of pnor penod 

Deferred tax 
T1mmg differences 
Adjustment m respect of pnor penod 
Impact on deferred tax of change m tax rate 
FRS 17 adjustments 

Total tax on profit on ordmary acttvtbes 

52 weeks 
ended 

8 January 
2011 

No 

898 
142 
135 

I ,175 

52 weeks 
ended 

8 January 
2011 

£'000 

36,373 
2,554 
3,480 

37 

42,444 

52 weeks 
ended 

8 January 
2011 

£'000 

(3,188) 
77 

(3,111) 

20 
(31) 

(2) 
115 

(3,009) 

53 weeks 
ended 

9January 
2010 

No. 

869 
137 
141 

1,147 

53 weeks 
ended 

9January 
2010 

£'000 

34,832 
2,429 
2,460 

30 

39,751 

53 weeks 
ended 

9 January 
2010 

£'000 

(2,989) 
47 

(2,942) 

20 
72 

18 

(2,832) 

14 
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MERSEYRAIL ELECTRICS 2002 LIMITED 

NOTES TO THE ACCOUNTS (continued) 
52 weeks ended 8 January 2011 

8. TAX ON PROFIT ON ORDINARY ACTIVITIES (contmued) 

The current corporation tax charge on profit on ordmary actiVIties IS h1gher (20 I 0 lugher) than that resultmg 
from appl)"lng the standard rate of corporation tax m the UK of 28% (2010 28%) The differences are 
explamed below 

52 weeks 53 weeks 
ended ended 

8 January 9 January 
2011 2010 

£'000 £'000 

Profit on ordmary actlvtttes before tax 10,622 10,096 

Tax on profit on ordmary actiVIties at standard UK 
corporatiOn tax rate of28% (2010 28%) (2,974) (2,827) 

Effects of 
Expenses not deductible for tax purposes (194) (143) 
Short term ttmmg dtfferences (7) 3 
DeprectatJOn m excess of capt tal allowances (13) (22) 
Adjusllnent m respect of pnor penod 77 47 

Current tax charge for the period (3,111) (2,942) 

l\tovement on deferred taxation balance in the permd: 

52 weeks 53 weeks 
ended ended 

8 January 9 January 
2011 2010 

£'000 £'000 

Openmg asset/(habdity) 97 5 
Pnor year adjustment (31) 72 
Current year movement 18 20 

Closmg asset 84 97 

Analysis of deferred tax balance: 

8 January 9January 
2011 2010 

£'000 £'000 

Capt tal allowances m excess of deprectatiOn 12 30 
Short terrn timmg difference 72 67 

Deferred tax asset 84 97 

Recoverabd1ty of the above deferred tax asset IS dependent upon future taxable profits 

The company trades profitability and therefore 11 IS considered more likely than not that there Will be 
sufficient future tradmg profits agam<t whiCh the timmg differences giVIng nse to the deferred tax asset will 
reverse 

15 



• MERSEYRAIL ELECTRICS 2002 LIMITED 

• • NOTES TO THE ACCOUNTS (continued) 
52 weeks ended 8 January 2011 

• 9. EQUITY DIVIDENDS 

• 52 "eeks 53 weeks 
ended ended 

• 8 January 9 January 
2011 2010 

• £'000 £'000 

• Eqmty dividends paid of £3,626,000 per share (2010 £3,429,500) 7,252 6,859 

• 10. INTANGffiLE FIXED ASSETS 

• ConcessiOn 
costs Good,Ill Total 

• £'000 £'000 £'000 
Cost 

• At 9 January 2010 and 8 January 2011 726 3,190 3,916 

• Amortisation 
At 9 January 2010 187 824 I ,Oil 
Charge for the year 29 127 !56 • At 8 January 2011 216 951 I ,167 • Net book value 

• At 8 January 2011 510 2,239 2,749 

• At 9 January 2010 539 2,366 2,905 

• II. TANGIBLE FIXED ASSETS 

• Leasehold Assets m the 
land and course of Plant and Fixtures • buildmgs construction machmery and fittmgs Total 

£'000 £'000 £'000 £'000 £'000 

• Cost 
At 9 January 20 I 0 3,149 12 5,985 3,218 12,364 

• Addilions 1,334 162 241 1,737 
Disposals (23) (23) 

• Transfers (911) 36 875 

• At 8 January 2011 3,149 435 6,160 4,334 14,078 

• Accumulated depreciation 
At 9 January 2010 358 2,583 1,277 4,218 

• Charge for the year 109 672 371 I, 152 
Disposals (22) (22) 

• At 8 January 2011 467 3,233 1,648 5,348 

• Net book value 
At 8 January 2011 2,682 435 2,927 2,686 8,730 • • At 9 January 2010 2,791 12 3402 1,941 8,146 

• The cost of a"ets held by the company under finance leases at 8 January 2011 was £2,543,000 (2010 
£2,543,000) The accumulated depreciation provided for on those assets at 8 January 2011 was £1 290,000 
(2010 £1 ,049,000) • • 16 
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MERSEYRAIL ELECTRICS 2002 LIMITED 

NOTES TO THE ACCOUNTS (continued) 
52 weeks ended 8 January 2011 

11. TANGIBLE FIXED ASSETS (contmued) 

12. 

13 

14. 

The costs of assets held by the company financed by a government grant at 8 January 20 II was £835,000 
(2010 £0) The accumulated depreciatiOn provided for on those assets at 8 January 2011 was £rul (2010 
£ml) 

STOCKS 
8 January 9 January 

2011 2010 
£'000 £'000 

Raw matenals and consumables 1,147 1,102 
Work m progress 213 290 

1,360 1,392 

DEBTORS 
8 January 9January 

2011 2010 
£'000 £'000 

Trade debtors 1,637 2,057 
VAT 1,845 1,350 
Other debtors 648 324 
Prepayments and accrued mcome 1,904 1,758 
Deferred tax asset (see note 8) 84 97 

6,118 5,586 

INVESTMENTS 
8 January 9 January 

2011 2010 
£'000 £'000 

Short term deposits and mvestments 2,000 5,500 

Short term mvestments compnse of deposits for up to 4 months which are readily convertible to known 
amounts of cash 

15. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR 
8 January 9 January 

2011 2010 
£'000 £'000 

Trade creditors I 0,475 II ,951 
Amounts owed to parent undertakmg 949 580 
Corporation tax payable 1,601 1,756 
Other creditors 3,789 3,004 
Other taxatiOn and soc tal secunty 1,000 941 
Accruals and deferred mcome 4,021 3,484 
Obligations under finance leases 241 241 
Bank loans 151 151 

22,227 22,108 

17 
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MERSEYRAIL ELECTRICS 2002 LIMITED 

NOTES TO THE ACCOUNTS (continued) 
52 weeks ended 8 January 2011 

16 CREDITORS: AMOUNTS FALLING DUE AFTER ONE YEAR 

Obhgat10ns under finance leases 
Bank loans 

Obhgatwns under finance leases 

Wtthm one year 
Wtthm two to five years 
After five years 

Loans are repayable as follows 

W tthm one year 
Wtthm two to five years 
After five years 

Bank loans are secured on the assets to whtch they relate 

The bank loans bear mterest at a fixed rate of 6 6945% 

17 CALLED-UP SHARE CAPITAL 

Called-up, allotted and fully paid 
2 ordmary shares of£ I each 

18 . RESERVES 

As at 9 January 20 I 0 
Profit for the financtal penod 
DIVIdends patd (see note 9) 
Actuanal gams and losses (net) 

As at 8 January 2011 

8 January 9 January 
2011 2010 

£'000 £'000 

1,011 1,252 
1,502 1,654 

2,513 2,906 

241 241 
783 953 
228 299 

1,252 1,493 

!51 !51 
606 606 
896 1,048 

1,653 1,805 

8 January 9 January 
2011 2010 

£ £ 

2 2 

Profit 
and loss 
account 

£'000 

2,133 
7,613 

(7,252) 
(350) 

2,144 

IS 



• • • • • • • • • • • • • • • • • • • • • • • 
• • • • • • • • • • 
• 

MERSEYRAIL ELECTRJCS 2002 LIMITED 

NOTES TO THE ACCOUNTS (continued) 
52 weeks ended 8 January 2011 

19. RECONCILIATION OF MOVEMENTS IN SHAREHOLDER'S FUNDS 

Profit for the financtal penod 
Dtvtdends patd (see note 9) 
Other recogrused gatns and losses relatmg to the penod (net) 

Net addttion to/(reductwn) m shareholder's funds 
Opemng shareholder's funds 

Closmg shareholder's funds 

20. PENSION ARRANGEMENTS 

PensiOn commitments 

52 weeks ended 
8January 

2011 
£'000 

7,613 
(7,252) 

(350) 

II 
2,133 

2,144 

53 weeks ended 
9 January 

2010 
£'000 

7,264 
(6,859) 

(629) 

(224) 
2,357 

2,133 

The company operates a SectiOn of the Railways Penston Scheme ("the Section") Thts provtdes benefits for 
employees based on final pensiOnable pay The members are expected to meet 40% of the cost of the 
emergmg benefits The employer made contnbuttons of £2,956,000 m the penod (2010 £2,754,000) The 
expected employer contnbutwns for the next fmanctal penod are estimated at £3,300,000 

On 8 July 2010, the UK Mtmster for Penstons announced the Govenunent's mtentton to move to usmg the 
Consumer Pnces Index (CPI) rather than the Retail Pnces Index (RPI) as the mflatwn measure for 
detennmmg the pensiOn mcreases to be apphed to the statutory mdex-hnked features of retirement benefits 
The Rules of the SectiOn refer dtrectly to the relevant legtslatwn, rather than RPI mflation, m respect of 
mcreases to deferred pensions and pensiOns m payment The Company has therefore allowed for mcreases to 
pensiOns m payment and deferment m hne CPI mflatton 

A CPI mflatton of2 9% p a has been assumed at 8 January 201 I Tlus has been set by makmg a deduction of 
0 5% p a to the RPI mflation assumption 

Actuarial Assumptions 

The full actuanal valuatiOn at 3! December 2007 was updated to 8 January 201 I and 9 January 2010 by a 
quahfied actuary, usmg the followmg assumptions m relatiOn to future expenence 

8 January 9 January 3 January 
2011 2010 2009 

D1scount rate 530% 570% 640% 
Rate of mcrease m salanes 3 90% 400% 3 15% 
Rate of mcrease m deferred penstons 2 90% 3 50% 2 65% 
Rate of mcrease m penstons m payment 2 90% 3 50% 2 65% 
Inflation assumptiOn 340% 3 50% 2 65% 
Long term rate of return expected 636% 674% 636% 

In addttiOn to the above rates of mcrease m salanes, a scale of promotwnal salary mcreases ts assumed 

19 
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MERSEYRAIL ELECTRICS 2002 LIMITED 

NOTES TO THE ACCOUNTS (continued) 
52 weeks ended 8 January 2011 

20. PENSION ARRANGEMENTS (contmued) 

The mortality assumptions used were 

PensiOn under £8,500 pa or 
Male aged 65 (current hfe expectancy) penswnable pay under £30,000 pa 

Others 
Penswn under £8,500 pa or 

Male aged 45 (hfe expectancy at age 65) penswnable pay under £30,000 pa 
Others 
Penswn under £8,500 pa or 

Female aged 65 (current hfe expectancy) penswnable pay under £30,000 pa 
Others 
Penswn under £8,500 pa or 

Female aged 45 (hfe expectancy at age 65) pensiOnable pay under £30,000 pa 
Others 

The net habii1ty of the group IS summansed as follows 

8 January 
2011 

Value 
£'000 

9 January 3 January 
2010 2009 

Value Value 
£'000 £'000 

Total market value of 
assets 92,916 81,766 69,802 

Present value of scheme 
hab!lltles (128,774) (120,155) (79,146) 

Members' share of 
deficit 14,343 15,356 3,738 

Franchise adjustment 14,156 16,487 

Deficit m scheme (7,359) (6,546) (5,606) 
Related deferred tax asset 1,987 1,833 1,570 

Net penswn hab1hty (5,372) (4,713) (4,036) 

Fair value of assets 

The assets m the scheme were 

8 January 8 January 
2011 2011 

% Value 
£'000 

Equities 70 I 65,115 
Bonds/Gilts 106 9,881 
Property 93 8,667 
Cash and other 10 0 9,253 

100% 92,916 

8 January 9 January 
2011 2010 

19 8 19 8 
21 5 21 5 

222 22 2 
23 7 23 7 

21 7 21 7 
227 22 7 

23 2 23 2 
24 2 24 2 

5 January 6 January 
2008 2007 

Value 
£'000 

89,300 

(96,141) 

2,736 

(4,105) 
1,149 

(2,956) 

9 January 
2010 

% 

720 
99 
86 
95 

100% 

Value 
£'000 

81,367 

(86,367) 

2,000 

(3,000) 
900 

(2, 100) 

9 January 
2010 

Value 
£'000 

58,834 
8,098 
7,008 
7,826 

81.766 

20 
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MERSEYRAIL ELECTRICS 2002 LIMITED 

NOTES TO THE ACCOUNTS (continued) 
52 weeks ended 8 January 2011 

20. PENSION ARRANGEMENTS (contmued) 

Amounts mcluded withm operating profit: 

Current service cost 
Brass contnbut10ns 

Total mcluded mthm operatmg profit 

Amounts included as other finance (mcome)/costs: 

Expected return on scheme assets 
Interest cost on scheme habihtles 
Interest on franchise adjustment 

Net finance return 

History of expenence gams and losses 

Dtfference between 
actual and expected 
return on scheme assets 

- monetary amount of 
closmg scheme assets 

Expenence gams ansmg 
on scheme habthttes 

- monetary amount of 
closmg scheme 
hablimes 

Total penswn cost 
recogrused m the 
Statement of Total 
Recogmsed Gams and 
Losses 

52 weeks 
ended 

8 January 
2011 

£'000 

1,823 

1,067 

(389) 

53 weeks 
ended 

9 January 
2010 

£'000 

2,974 

(700) 

(874) 

52 "eeks 
ended 

3 January 
2009 

£'000 

(16,954) 

(400) 

{1,372) 

52 weeks 
ended 

8 January 
2011 

£'000 

3,480 
253 

3,733 

(3,360) 
4,200 
(940) 

(100) 

52 "eeks 
ended 

5 January 
2008 

£'000 

(88) 

(440) 

(1,650) 

53 weeks 
ended 

9 January 
2010 

£'000 

2,460 
262 

2,722 

(2, 700) 
3,060 

360 

52 weeks 
ended 

6 January 
2007 

£'000 

3,523 

53 

5,576 

21 
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MERSEYRAIL ELECTRICS 2002 LIMITED 

NOTES TO THE ACCOUNTS (continued) 
52 weeks ended 8 January 2011 

20. PENSION ARRANGEMENTS (contmued) 

History of expenence gams and losses (continued) 

Analysis of the change m benefit obhgatJon 
dunng the permd 

Benefit obhgauon at begmnmg of the penod 
Current servtce cost- Employer (mcludmg Brass) 
Current servtce cost - Employee 
Interest cost - Employer 
Interest cost - Employee 
Actuanal (gams )flosses 
Benefits patd (mcludmg Brass) 

Benefit obhgauon at end of penod 

Analysts of the change m plan assets during the 
penod 

Farr value of plan assets at begmmng of the penod 
Expected return on plan assets- Employer 
Expected return on plan assets- Employee 
Actuanal gams 
Employer contnbutton 
Employer Brass matchmg contnbuttons 
Member contnbuttons 
Benefits patd (mcludmg Brass) 

Fatr value of plan assets at end of penod 

21. OPERATING LEASE COMMITMENTS 

52 weeks 53 weeks 
ended ended 

8 January 9 January 
2011 2010 

£'000 £'000 

120,155 79,146 
3,733 2,722 
2,320 1,640 
4,200 3,060 
2,800 2,040 

(1,759) 33,891 
(2,675) (2,344) 

128,774 120,155 

52 "eeks 53 weeks 
ended ended 

8 January 9January 
2011 2010 

£'000 £'000 

81,766 69,802 
3,360 2,700 
2,240 1,800 
3,039 4,956 
2,956 2,754 

253 262 
1,977 1,836 

(2,675) (2,344) 

92,916 81,766 

At 8 January 20 II the company was conumtted to makmg the followmg payments dunng the next year m 
respect of operatmg leases 

Land and Land and 
bmldings Other bmldings Other 

8 January 8 January 9 January 9January 
2011 2011 2010 2010 

£'000 £'000 £'000 £'000 
Leases whtch exptre 

Wtthm one year 37 1,186 34 
Wnhm two to five years 5,306 7,940 7,824 
After five years 421 II 945 418 II ,374 

5,727 19,922 1,604 19,232 

22 
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MERSEYRAIL ELECTRICS 2002 LIMITED 

NOTES TO THE ACCOUNTS (continued) 
52 weeks ended 8 January 2011 

22. CAPITAL COMMITMENTS 

Contracted for but not prov1ded m the financial statements 

8 January 
2010 

£'000 

3 I 

9 January 
2010 

£'000 

244 

23. RELATED PARTY TRANSACTIONS 

24. 

The company's related part1es, as defined by FmancJal Reportmg Standard 8, the nature of the relai!Onsh!p 
and the effect of the transactiOns w1th them are summansed below 

Serco Group pic 

Other tradmg transaction mcome salary recharges 
Execullve sa lanes and expense recharges (mcludes non d~rectors) 
D1v1dends pa1d and proposed 
Other tradmg transactiOn costs 

52 weeks 
ended 8 

January 
2011 

£'000 

(10) 
401 

3,626 
451 

53 weeks 
ended 9 

January 
2010 

£'000 

(39) 
330 

3,430 
752 

All of the above expensesl(mcome) were payable tol(receJvable from) Serco Group pic and 1ts subs1d1anes 
wh1ch are related part1es by VIrtue of Serco Group pic ownmg 50% of the 1ssued share capital of the 
company At the penod end, the company owed Serco Group pic £60,462 (20 I 0 £49,76 I) At the penod 
end, the company was owed£ I I, 750 by Serco Group pic (20 I 0 £n!l) 

NV Nederlandse Spoorwegen 

Other tradmg transacllon mcome salary recharges 
Execullve sa lanes and expense recharges (mcludes non d~rectors) 
D1v1dends pa1d and proposed 
Other tradmg transactiOn costs 

52 weeks 
ended 8 

January 
2010 

£'000 

(23) 
294 

3,626 
30 

53 weeks 
ended 9 

January 
2010 

£'000 

(57) 
406 

3,430 

All of the above expenses were payable to NV Nederlandse Spoorwegen and 1ts subsJdJanes wh1ch are 
related part1es by VIrtue of NV Nederlandse Spoorwegen ownmg 50% of the ISsued share capital of the 
company At the penod end, the company owed NV Nederlandse Spoorwegen £1,232,221 (2010 £377,819), 
w1th £I, I 92,2 I 8 ofth1s balance relatmg to consortiUm tax rchefwh1ch IS held w1thm CorporatiOns Tax on the 
balance sheet (2010 £357,317) At the penod end, the company was owed £11,320 by NV Nederlandse 
Spoorwegen (2010 £ml) 

IMMEDIATE AND ULTIMATE CONTROLLING PARTIES 

The JmmedJate parent company of Merseyra!l Electncs 2002 Limited IS Merseyra1l Serv1ces Holdmg 
Company Limited Cop1es of the financial statements are ava!lable from Compames House, Crown Way, 
Mamdy, Cardiff, CF4 3UZ 

The ult1mate and controllmg part1es of Merseyra1l Electncs 2002 Limited are NV Nederlandse Spoorwegen 
and Serco Group pic Cop1es of the financial statements of NV Nederlandse Spoorwegen are ava!lable from 
Laan Van Puntenburg I 00, 35 I I ER, Utrecht, Netherlands Cop1es of the financJal statements of Serco 
Group pic are ava!lable from Serco House, 16 Bartley Wood Busmess Park, Bartley Way, Hook, Hampshire 
RG27 9UY The parent undertakmg of the smallest group, wh1ch mcludes the company and for wh1ch group 
accounts are prepared IS Merseyrali Serv1ces J-loldmg Company Limited, a company mcorporated m the UK 
Cop1es of the financ1al statement of Merseyra!l Serv1ces J-loldmg Company Limited are available from 
Compames House, Crown Way, Mamdy, Card1ff, CF4 3UZ 
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