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Annual Report and Accounts 2010/2011

Directors’ report

The Directors present their report and the audited financial statements of the company for the year ended 31
March 2011

Principal activities

The Company's principal actvities durning the year continued to be the haulage of freight by rail within the
UK The main areas of business continue o be -

s providing specialist transport services to the nuclear industry, in particular the rail element of the
transport of spent nuclear fuel from power stations, the return of reprocessed nuclear fuel to its
country of erigin and the transport of waste to licensed sites,

s providing intermodal transport generally between domestic rail hubs in partnership with fogistics
providers who service the retall sectors within the UK and,

= providing support for the UK rail network by undertaking track conditioning and logistics support to
engineering work and condition monitoring

Business reviow

The business results relating to the current year are described below

Resulls 2011(£000) 2010 (E000)
Revenue 43,311 45,034
Operating Profit 1,677 2,569
Profit Before Tax 1,890 2,250
Net Return on Sales 4 4% 5 0%

The level of business has broadly remained the same as the previous year althcugh the business mix has
changed such that the Company has expanded its customer base and has also expanded into new business
sectors In particular the Company, despite the challenging market conditions, has exceeded the target
prefitability through the enormous efforts of all staff who have contributed 1n terms of reducing costs and
increasing revenues Through this tme the workforce has maintained industry-leading levels of operational
performance, which resulted in DRS earning the prestigious ttle of the UK's best performing rail freight
aperator

Against the backdrop of the worst winter on record and at a ime when DRS was at peak demand, service
delivery continued te exceed target levels of performance whilst others ceased or curtalled operations  The
Company helped to ease that disrupton through the provision of snowplough services This performance
was fundamental in attracting business and keeping the UK rail network open Both of these factors had a
positive impact on the Company's profitability when compared to the previous year

Attention 1s drawn to the financial :mpact of the section of the GPS Pension Scheme that the Company
participates In The surplus in the defined benefit penston scheme has increased from £4,495,000 to
£5,524,000 duning the year as a result of a number of factors including the continuation by the Company of
delivering high contributions into the scheme and the gradual recovery of the financial markets The
Company does not have an unconditional nght to recover the surplus referred to above and consequentiy
the surplus I1s not recognised as an asset The Profit Before Tax figure of £1,890,000 i1s stated after charging
£810,000 relating to the scheme The Directors take a long-term view of the pension scheme and intend to
continue to invest in the provision of this important staff reward Further details of pension contnbutions can
be found in the notes to the accounts

The Company 1s due to repay the loan from its parent organisation, which was inherited from its previous
parent company, Briish Nuclear Fuels plc on 31 March 2013 The Directors intend to honour this
commitment and If appropriate repay the loan on an earlier imescale A capital payment of £675,000 was
made on 31% March 2011
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Directors’ report (continued)

The Company maintains a strong balanced set of cross-business Key Performance Indicators (KPls}) These
KPis contain amongst others, Safety, Secunty, Environmental, Cperational and Custocmer performance
targets which are benchmarked to ensure well above average performance against ndustry norms  Through
structured management reviews combined with independent audit, the Directors have satisfied themselves
that an excellent level of performance has been achieved throughout the year The Directors expect the
Company’s operations ta expand in the foreseeable future

Financial risk management

In addition to the effects of the general economic downturn, the major financial nsks faced by the Company
continue to relate to pension costs and to the pnice of diesel fuel All business risks are managed through
the maintenance of a comprehensive risk register, which 1s reviewed on a regular basis by senior
management and the Board of Directors  In particular, the company has managed its risk {o pension costs
by closing the defined benefit structure of the scheme t¢ new entrants on 1 April 2008 and making available
a defined contribution structure for ail new employees from that date As regards increases in fuel costs,
where practicable, the Company has indexation agreements with its customers

Other than foreign exchange forward contracts the Company does not use derivatives or other financial
instruments in managing the risk associated with its business and the Company does not engage in
speculative treasury arrangements  All treasury actiaties are camed out under policies approved by the
Beard Further information on financial sk management 1s provided 1n note 22 to the financial statements

Results and dividends

The profit for the year, after taxation, amounted to £1,890,000 (2010 £2,250,000) The Directors do not
recommend a final dividend

Directors
The directors who held office during the year are given below -

S Balmer

N A Hansen (Resigned 31 March 2011)

M Liefeith

J McLaughlin {Appointed 27 September 2010)
N McNicheolas (Managing Director}

A Maoore {Chairman)

Employees

The Company has an active Works Council that meets quarterly to consult and negotiate on many employee
relations issues  In addition to other local employee forums, the Works Council has operated successfully for

several years and the Company formally recagnises two unions to give every employee the aption of union
representation

Fallow:ng the general economic downturn and changes to the business portfolio, the discussions
surrounding the cest of iving increase and terms and conditions were onerous Working relabonships with
employees and their urions, however, continued to develop this year in a constructive and forward-thinking
manner The Company attaches importance to the involvement of its employees n the Company's
develepment and has continued its practice of keeping them informed on matters affecting them as
employees and on the varnious factors affecting the performance of the Company through the use of
newsletters and briefs in person to all staff at all locations by the Company directors The Company has a
bonus arrangement in place to Incentivise its employees in achieving a suite of performance targets
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Directors’ report (continued)

The Company 1s committed to a policy of equal opportunities for all employees Great care 1s exercised in
our human resource procedures to ensure that there 1s no discnmination and that training 1s given to meet
individual needs  Applications by pecple with disabilities are given full and fair consideration and, wherever
practical, prowvision 1s made for therr special needs The same criteria for traning and promotion apply to
people with disabilities as to any other employee if employees become disabled, every effort 1s made to
ensure their continued employment Charitable donations

As part of the Company’s comitment to the community in which it operates, contributions totalling £5,816
(2010 £4,932) were made duning the year in particular, contnbutions totalling £3,022 (2010 £3,083) were
made to Eden Valley Hospice {registered chanty 1008796)

Statement of directors’ responsibilities

The directors are responsible for preparing the Annual Report and the financial statements in
accordance with applicable United Kingdom law and those International Financial Reporting
Standards as adopted by the European Union

Under Company Law the directors must not approve the financial statements unless they are satisfied that

they

present fairly the financial position, financial performance and cash flows of

the Company for that period In prepanng the financial statements the directors are required

to

e select suitable accounting policies in accordance with IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors and then apply them consistently,

e present information, including accounting policies, In a manner that provides relevant, reliable,
comparable and understandable information,

s provide additional disclosures when compliance with the specific requirements in IFRSs 1s insufficient to
enable users to understand the impact of particular transactions, other events and conditions on the
Company's financial position and financial performance, and

+ state that the Company has complied with IFRSs, subject to any matenal departures disclosed and
explained in the financial statements

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Group's transachons and disclose with reasonable

accuracy at any time the financial position of the Company and enable them to ensure that the financial
statements comply with the Companres Act 2006 and Article 4 of the IAS Regulation They

are also respensible for safeguarding the assets of the Company and hence for taking reasonable steps for
the prevention and detection of fraud and other irregularties

Auditors and disclosure of information to auditors

So far as each person who was a director at the date of approving this report 1s aware, there I1s no relevant
audit information being information needed by the auditor In connection with prepanng its report, of which the
auditor 1s unaware Having made enquiries of fellow directors, each director has taken all the steps that he Is
obliged to take as a director In order to make himself aware of any relevant audit nformation and te establtsh
that the auditor 1s aware of that information This confirmation 1s given and should be interpreted in
accordance with the provisions of section 418 of the Companies Act 2008

Annual general meeting and auditors

In accordance with the requirements of the Companies Act 2006 the Company 1s not required to held an
Annual General Meeting or to re-appeint the auditors on an annual basis

On behalf of the Board \3 O‘D‘ WA ﬂ-"\/s

N McNicholas, Managing Director

Date Z,L\,\ “\ “
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Auditors’ report

Independent auditors’ report to the members of Direct Rail Services Limited

We have audited the Annual Reports and Accounts of Direct Rail Services Limited for the year ended 31
March 2011 which comprise the Statement of comprehensive income, Statement of financiat position,
Statement of cash flows, Statement of changes in equity and the related notes 11027 The financial
reporting framework that has been applied in their preparation 1s applicable law and International Financial
Reporting Standards (IFRSs) as adopted by the European Unign

This report 1s made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of
the Companies 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 in 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 audit work, for this report, or for the opinions we
have formed

Respective responsibilities of directors and auditors

As explained more fulty in the Directors’ Responsibilities Statement set out on page 5, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair iew Our responsibility 15 to audit the financial statements in accordance with applicable law and
International Standards on Auditing {UK and ireland) Those standards require us to comply with the
Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient
to give reasonable assurance that the financial statements are free from material misstatement, whether
caused by fraud or error  This includes an assessment of whether the accounting policies are approprate to
the company's circumstances and have been consistently applied and adequately disclosed, the
reasonableness of significant accounting estimates made by the directors, and the overall presentation of the
financial statements In addihon, we read all the financial and non-financial information in the financial
statements to 1dentify matenal inconsistencies with the audited financial statements If we become aware of
any apparent matenal misstatements or inconsistencies we consider the imphications for our report

Opinion on financial statements
In our cpinion the financial statements
*+ give a true and farr view of the state of the company's affairs as at 31 March 2011 and of its profit for
the year then ended,
« have been properly prepared in accordance with IFRSs as adopted by the European Union, and
= have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In cur opinion the information given in the Directors’ Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to
report to you If, In our opinion

» adequate accounting records have not been kept, or returns adequate for our audit have not been

recewved from branches not visited by us, or

s the financial statements are not in agreement with the accounting records and returns, or

s cenrtain disclosures of directors’ remuneration specified by law are not made, or

s we have not received all the information and explanations we require for our audn

oo 4oy

JuhanYates (Senior Statutory Auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor

Manchester
Date L Nwm&}@ PEAY
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Statement of comprehensive income
for the year ended 31 March 2011

Revenue

Net operating costs and expenses

Operating profit

Finance income
Finance costs

Profit before tax

Tax

Profit for the financial year

Other comprehensive income
Loss on defined benefit pension scheme

Total comprehensive income for the year

Alt amounts denve from continuing operations

Notes

thl

25

2011 2010
£000 £000
43,311 45,034
(41,634) (42,465)
1,677 2,569
467 1
(254) (320)
1,890 2,250
1,890 2,250
(810) (717)
1,080 1,533
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Statement of financial position
as at 31 March 2011

2011 2010
Notes £000 £000
Non-current assets
Property, plant and equipment 12 17,201 18,631
Defined benefit pension scheme surplus 25 - -
17,201 18,631
Current assets
Inventories 13 2,262 2447
Trade and other recevables 16 6,274 5,746
Cash and cash equivalents 17 7,880 6,527
16,416 14,720
Assets classified as held for sale 14 - 554
16,416 15,274
Total assets 33,617 33,905
Current habilities
Obligations under finance leases 18 {379} {379)
Trade and other payables 19 {6,131) (6,692)
Non-current assets plus net current assets 27,107 26,834
Non-current habilities
Other payables 19 {118) -
Obligations under finance leases 18 {648) (898)
Borrowings 20 (7,000) (7.675)
{7,766) (8,573)
Net assets 19,341 18,261
Equity
Share capital 21 - -
Retained earnings 19,341 18,261

Total equity 19,341 18,261

The financial statements on pages 7 to 28 were approved by the board of directors on '24(_ ‘\b\umﬂ)m 2o
and were signed on its behalf by -

N McNicholas,
Managing Director

Company Registered Number 3020822
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Statement of cash flows
as at 31 March 2011

2011 2010
Nofes £000 £000

Cash flows from operating activities
Profit for the year 1,890 2,250
Net finance {(costs)/ Income 9 (213) 319
Depreciation and impairment of property, plant and equipment 6 3,126 3,565
Profit on disposal of property, ptant and equ:pment (196) (7)

Difference between pension contributions paid and amounts

recognised in the statement of comprehensive income (347) {739}
Decrease / (Increase} in inventores 185 {(421)
{Increase) / Decrease in trade and other recevables {528) 913
Decrease in trade and other payables (443} {1,073)
Net cash generated from operating activities 3474 4,807

Cash flows from investing activities
Interest received 4 1
FPurchase of property, plant and aquipment (1,696) (1,758)
Proceeds on disposal of property, plant and equipment 750 253
Net cash flows used i investing activities (942) (1,504}

Cash flows from financing activities
Interest paird (254) (298)
Decrease In obligations under finance leases (250) (214)
(Decrease) / Increase in borrowings (675) 121
Net cash flows used in financing activities (1,179) (391)
Net increase in cash and cash equivalents 1,353 2,912
Cash and cash equivalents at beginning of year 6,527 3,615
Cash and cash equivalents at end of year 7,880 6,527

Statement of changes in equity
for the year ended 31 March 2011
Share Retained Total
capital  earnings

£000 £000 £000
Balance at 31 March 2009 - 16,728 16,728
Total comprehensive income for the year - 1,533 1,533
Balance at 31 March 2010 - 18,261 18,261
Total comprehensive income for the year - 1,080 1,080
Balance at 31 March 2011 - 19,341 19,341

Retained earnings are used to record the profit or loss ansing from the statement of comprehensive mcome

9
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Notes to the financial statements
for the year ended 31 March 2011

1 Authorisation of financial statements and statement of compliance with IFRS

The financial statements of Direct Raill Services Limited for the year ended 31 March 2011 were
authenised for 1ssue by the Board of directors on 19 May 2011 and the statement of financial position
was signed on the Board's behalf by N McNicholas

The Company’s financial statements have been prepared in accordance with Internaticnal Financial
Reporting Standards {IFRS} as adopted by the European Union as they apply to the financial
statements of the Company for the year ended 31 March 2011

2. General information

The Company s a imited company incorporated in the United Kingdom under the Companies Act
2006 The address of the registered office 1s given on page 2 The nature of the Company's
operations and its principal activities are set out in the Directors' report on pages 3to 5

The immediate parent undertaking 1s the Nuclear Decommissicning Authonty {NDA") The
consolidated financial statements of the NDA are available to the public and may be obtained from
its headquarters at Herdus House, Westiakes Science & Technolegy Park, Moor Row, Cumbna,
CA24 3HU In the Directors' cpinion, the Company's ultimate controlling party 1s Her Majesty's
Govermment

These financial statements are presented in pounds sterling and all values are rounded to the
nearest thousand {£000) except when otherwise indicated

3. Statement of accounting policies

Basis of preparation
These financial statements have been prepared under the historical cost convention

The Group’s financial statements have been prepared in accordance with International Financial
Reporting Standards as adopted by the European Union as they apply to the financial statements of
the Company for the year ended 31 March 2011 and applied In accordance with the Companies Act
2006 The accounting policies which follow set out those policies which apply in preparing the
financial statements for the year end 31 March 2011

Changes i accounting policies

The accounting pelicies adopted are consistent with those of previous years except as described
below

The following new and amended IFRS and IFRIC interpretations are mandatory as of 1 Apnl 2010
unless otherwise stated

Amendment to IFRS 2 Group Cash-settled Share-based Payment Arrangements

IFRS 3 (revised) Business Combinations

IAS 27 (amended) Consolidated and Separate Financial Statements

IAS 32 Financial Instruments Presentation — Classification of Rights Issues (Amendment)
Amendment to IAS 38 Financial Instrument Recognition and Measurement — Ehgible
hedged items

e |IFRIC 17 Distrbutions of Non-cash Assels to owners

» |FRIC 18 Transfers of Assets from Customers

The new or amended IFRS and IFRIC interpretations adopted in the peniod are not considered to
have had a significant impact on the financial statements or performance of the Company

10
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3. Statement of accounting policies (continued)

Adoption of new and revised Standards (continued)

At the date of authornsation of these financial statements, the following IFRS and IFRIC
Interpretations, which have not been applied in these financial staternents, were in 1Issue but not
effective (and in some cases have not yet been adopted by the EU)

International Accounting Standards {IAS/IFRS) Effective Date
IAS 24 Related Party Disclosure (Amendment) 1 January 2011
IFRS 9 Financial Instruments Classification & Measurement

Comparative IFRS 7 disclosures 1 January 2013
International Financial Reporting Interpretations Committee {IFRIC) Effective Date
IFRIC 14 Amendment Prepayment of a Mimimum Funding Requrement 1 January 2011
IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments 1 July 2010

The directors anticipate that the adeption of these standards and interpretations in future periods will
have no material impact on the financial statements of the Company

Revenue recognition

Revenue 1s recognised to the extent that the Company cbtains the nght to considerations In
exchange for its performance Revenue 1s measured at the fair value of the consideration received,
excluding discounts, or other sales taxes or duty

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

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

Assets held under finance leases are recognised as assets of the Company at therr fair value or, If
lower, at the present value of the minimum lease payments, each determined at the inception of the
lease The corresponding liability to the lessor 1s included in the statement of financial position as a
creditor Lease payments are apportioned between finance charges and reduction of the lease
obligation so as to achieve a constant rate of interest on the remaining balance of the liapiity
Finance charges are charged directly against income

Rentals payable under operating leases are charged to Income on a straight-line basis over the term

of the relevant lease Benefits received and receivable as an incentive to enter into an operating
lease are also spread on a straight-line basis over the lease term

11
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3 Statement of accounting policies (continued)

Foreign currency

Transactions in foreign currencies are recorded at the rate of exchange prevailing on the dates of the
transactions At each reporting date, monetary assets and habilities that are denominated in foreign
currencies are re-transkated at the rates of exchange prevailing on the reporting date Exchange
differences are recognised in profit or loss n the penod in which they arise

Retirement benefit costs

The Company participates in the GPS Pension Scheme (formerly the BNFL Group Pension Scheme)
and provides the scheme for the benefit of all of its employees The scheme 1s a defined benefit
pension scheme that 1s funded by contributions partly from the employees and partly from the
Company The Scheme requires contributians to be made to a separately administered fund

The contnbutions to the fund are based on independent actuanal valuations designed to secure the
benefits as set out in the rules The assets are measured using market values whilst the labilites
are measured using a projected unit method and discounted at the current rate of return on a high
quality corporate bond of equivalent term and currency to the liability

Actuanal gains and losses ansing from expenence adjustments and changes in actuanal
assumptions are charged or credited in other comprehensive income n the period in which they
anse Past service costs are recognised immediately in operating costs to the extent that the
benefits are already vested and otherwise 1s amortised on a straight-line basis over the average
period until the benefits become vested The interest cost and the expected return on assets are
shown as a net amount of finance costs

Pension scheme assets are recognised to the extent that they are recoverable and pension scheme
habilities are recognised to the extent that they reflect a constructive or legal obligation

The Company also participates in the defined contnibution structure of the GPS Pension Scheme
The Scheme requires contributions to be made to a separately administered fund

Long-Term Incentive Plan

DRS executive directors participate in a Long-Term Incentive Plan (LTIP}, which allows participants
to recewe a bonus, payment of which will take place over a penod of two to four years from the end
of the relevant accounting period, providing the participant remains in empleyment The LTIP 1s
accounted for in accordance with 1AS19 with the cost of the bonus being charged to the income
statement over the vesting penod

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

The tax currently payable s based on taxable profit for the year Taxable profit differs from net profit
as reported in the statement of comprehensive income because it excludes items of income or
expense that are taxable or deductible in other years and it further excludes tems that are never
taxable or deductble The Company's liability for current tax 1s calculated using tax rates that have
been enacted or substantively enacted by the reporting date

Deferred tax 1s the tax expected to be payable or recoverable on differences between the carrying
amounts of assets and habilities in the financaial statements and the corresponding tax bases used in
the computation of taxable profit, and 1s accounted for using the hability method Deferred tax
habilities are generally recognised for all taxable temporary differences and deferred tax assets are
recognised to the extent that it 1s probable that taxable profits will be available against which
deductible temporary differences can be utiised Such assets and habilities are not recognised If the
ternporary difference arises from the initial recogmition (other than In a business combination) of
assets and habilites in a transaction that affects nesther the taxable profit nor the accounting profit

The carrying amount of deferred tax assets 1s reviewed at each reporting date and reduced to the

extent that it 1s no longer probable that sufficient taxable profits will be avalable to allow all ar part of
the asset to be recovered

12
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3. Statement of accounting policies (continued)

Taxation (continued)

Deferred tax I1s calculated at the tax rates that are expected to apply in the period when the lability 1s
seftled or the asset I1s realised Deferred tax 1s charged or credited In the statement of
comprehensive income, except when It relates to items charged or credited directly to equity, in
which case the deferred tax s also dealt with in equity

Deferred tax assets and hahilites are offset when there 1s a legally enforceable night to set off current
tax assets against current tax liabilities and when they relate to income taxes levied by the same
taxation authornty and the Company intends to settle its current tax assets and labilities on a net
basis

Property, plant and equipment

Property, plant and equipment are stated at cost, less accumulated depreciation and any recognised
impairment loss Depreciation 1s charged so as to write off the cost of the assets, over ther
estimated useful lives, using the straight-ine method, on the following bases

Leasehcld land and buildings - 2% - 10% straight ne
Plant & machinery - 7% - 10% straight line
Fixtures, fittings, tools and equipment - 20% - 33% straight ine

Assets In the course of construction are not depreciated until complete and brought into use by the
Company Resudual values and useful lives are reviewed, and adjusted if appropnate, at each
reporttng date

inventories

Inventories are stated at the lower of cost and net realisable value Caost compnises direct materials
and, where applicable, direct labour and those overheads that have been incurred in bnnging the
inventories to thetr present locaton and condition  MNet realisable value represents the estmated
selling price less all estimated costs of completion and ali costs to be incurred In marketing, selling
and distribution Where necessary, provision 1s made for cbsolete, slow moving and defective
tnventory

Impairment of non-financial assets

At each reporting date, the Company reviews the carrying amounts of its non-financial assets to
determine whether there 1s any indication that those assets have suffered an impawrment loss I any
such indication exists, the recoverable amount of the asset 15 estmated in order to determine the
extent of the impairment loss (if any) Where the asset does not generate cash flows that are
independent from other assets, the Company estimates the recoverable amount of the cash-
generating unit to which the asset belongs

Recoverable amount 18 the higher of far value less costs to sell and value in use In assessing value
In use, the eshmated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time vatue of money and the risks specific to the
asset for which the estimates of future cash flows have not been adjusted

If the recoverable amount of an asset (or cash-generating unit) 15 estimated to be less than its
carrying amount, the carrying amount of the asset (cash-generating unit} 1s reduced to its
recoverable amount An impairment loss 1s recognised as an expense Immediately, unless the
relevant asset s carried at a revalued amount, in which case the Impairrment loss 1s treated as a
revaluation decrease

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating
unit) 1 Increased to the revised estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that would have been determined had no
impairment loss been recognised for the asset (cash-generating unit) in prior years A reversal of an
impairment loss 1s recognised as income immediately, unless the relevant asset 1s carried at a
revalued amount, in which case the reversal of the impairment less 1s treated as a revaluation
Increase

13
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3. Statement of accounting policies {continued)

Financial instruments
Financial assetls and financial llabibttes are recognised in the statement of financial positton when the
Company becomes a party to the contractual provisions of the instrument

Financial assets

Financial assets are classified as either financial assets ‘at farr value through profit or logs’ (FVTPL)
or loans and receivables Financial assets are inhally recognised at fair value plus fransaction
costs, except for those assets classified as at fair value through profit or loss, which are initially
recognised at fair value (transaction costs are expensed in operating costs}

Financial assets at FVTPL

Financial assets are classified as at FVTPL where the financial asset Is either held for trading or it is
designated as at FVTPL A financial asset Is classtfied as held for trading if # has been acquired
principally for the purpose of selling in the near future or ¢ 1s a derivative that 1s not designated and
effective as a hedging instrument A financial asset other than a financial asset held for trading may
be designated as at FVTPL upon initial recognition if such designation eliminates or sigruficantly
reduces a measurement or recognibien inconsistency that would otherwise arise or it forms part of a
contract containing one or more embedded denvatives, and |AS 39 'Financial instruments
Recogniticn ang Measurement' permits the entire combined contract (asset or hability) to be
designated as at FVTPL Fmancial assets at FVTPL are stated at fair value, with any resultant gain
or loss recognised in profit or loss The net gain or loss recognised i profit or loss incorporates any
dividend or Interest earned on the financial asset

Loans and recevables

Trade and other recevables, and cash and cash equivalents, that have fixed or determinable
payments that are not quoted in an active market, are classified as loans and recewvables Loans
and recevables are measured at amortised cost using the effective interest rate method, less any
impairment  Interest revenue 1s recognised by applying the effective interest rate, except for short-
term receivables when the recognition of interest would be immatenal

The effective interest rate method 1s a method of calculating the amortised cost of a financial asset
and of allocating mnterest revenue over the relevant period The effective interest rate s the rate that
exactly discounts estimated future cash receipts through the expected life of the financeal asset or,
where appropriate, a shorter peried, to the net carrying value of the financial asset

Impairment of financial assets

Financtal assets, other than those at FVTPL, are assessed for indicators of impairment at each
reporting date Financial assets are impaired where there 1s objective evidence that, as a result of
one or more avents that occurred after the imitial recognition of the financial asset, the estimated
future cash flows of the asset have been impacted

The carrying amount of the financial asset 1s reduced by the impairment loss directly for all financial
assets with the exception of trade receivables, where the carrying amount (s reduced through the
use of an allowance account When a trade recewvable 1s constdered uncollectible, it 1s written off
against the allowance account Subsequent recovenes of amounts previously wnitten off are
credited against the allowance account Changes in the carrying amount of the allowance account
are recognised r profit or loss

If, In a subseqguent penod, the amount of the iImpairment loss decreases and the decrease can be
refated objectively to an event occurrning after the impairment was recognised, the previously
recogntsed impairment loss 1s reversed through profit or loss {o the extent that the carrying amount
of the financial asset at the date the impairment 1s reversed does not exceed what the amortised
cost would have been had the impaiment not been recognised

Cash and cash equivalents

Cash and cash equivalents compnse cash on hand and demand deposits, and other short-term
highly hiquid investments that are readily convertible to a known amount of cash and are subject to
an insignificant risk of changes n value
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3. Statement of accounting policies (continued)

Financial instruments (continued)

Derecognition of financial assets

Financial assets are derecognised when the rights to receive cash flows from the assets have
expired or have been transferred and the Company has transferred substantially all nsks and
rewards of ownership

Financial labilities and equity
Financial habilities and equity instruments are classified according to the substance of the
contractual arrangements entered into

Equity instruments

An equity iInstrument 1s any contract that evidences a residual interest in the assets of the Company
after deducting all of its habilittes Equity instruments issued by the Company are recorded at the
proceeds received, net of direct 1ssue costs

Financial liabilities
Financial habilities are classified as either financial habihties 'at fair value through profit or loss’
(FVTPL) or other financial habiities

Financial labilties at FVTPL

Financial hiabilities are classified as at FVTPL where the financiat lability 1s either held for trading or it
1s designated as at FVTPL A financial liability 1s classified as held for trading if it 15 a derivative that
1s not designated and effective as a hedging instrument A financial hability other than a financial
liability held for trading may be designated as at FVTPL upon imtiat recognition if it forms part of a
contract containing one or more embedded dervatives, and IAS 39 ‘Financial Instruments
Recognition and Measurement’ permits the entire combined contract (asset or hability} to be
designated as at FVTPL Financial habihties at FVTPL are stated at fair value, with any resultant gain
or loss recognised 1n profit orloss The net gain or loss recognised in profit or loss incorporates any
interest paid on the financial hability

Other financial habilities

QOther financial iabilities, including trade and other payables and borrowings, are initially measured at
fair value, net of transaction costs  Other financial habilities are subsequently measured at
amortised cost using the effective interest rate method, with interest expense recognised on an
effective yield basis The effective interest rate method 1s a method of calculating the amortised cost
of a financial hability and of allocating interest expense over the relevant pencd The effective
interest rate 1s the rate that exactly discounts estimated future cash payments through the expected
Iife of the financial habiity or, where appropriate, a shorter penod, to the net carrying value of the
financial hability

Derecogmition of financial iabilties
Financial habilies are derecognised when, and only when, the Company's obligations are
discharged, cancelled or they expire

Embedded denvatives

Denvatives embedded in other financial instruments or other host contracts are treated as separate
dervatives when their nsks and charactenstics are not closely related to those of the host contracts
and the host contracts are not measured at far value, with changes in fair value recognised in profit
or loss

4, Critical accounting judgements and key sources of estimation uncertainty

In the application of the Company's accounting policies, which are described in note 3, the directors
are required to make judgements, estmates and assumptions about the carrying amounts of assets
and habiliies that are not readily apparent from other sources The estimates and associated
assumptions are based on historical experience and other factors that are considered to be relevant
Actual results may differ from these estmates The estimates and underlying assumptions are
reviewed on an ongoing basis Revisions to accounting eshmates are recognised in the period 1in
which the estimate Is revised if the revision affects only that pericd, ar in the peniod of the revision
and future penods If the revision affects both current and future periods
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4, Critical accounting judgements and key sources of estimation uncertainty (continued)

Critical judgements in applying the company’s accounting policies

There are no cribcal Judgements, apart from those involving estmations (which are dealt with
separately below), that management has made in the process of applying the Company’s accounting
policies and that would have a significant effect on the amounts recognised in the financial
statements

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estmation uncertainty at the
reporting date, that have a significant nsk of causing a matenal adjustment to the carrying amounts
of assets and habilities within the next financial year, are discussed below

Estimated useful lives and impairment of property, plant and equipment

Property, plant and equipment is depreciated over the estimated useful lives of the underlying
assets Estimated useful ives are reviewed, and adjusted if appropnate, at each reporting date
Impairment is measured by companng the carrying value of the asset or cash-generating unit with its
recoverable amount All assets are reviewed for evidence of impairment Given the age of the
assets this calculation has a degree of uncertainty within it The carrying amount of property, plant
and equipment at the reporting date was £17,201,000

Retirement benefit obligations

The nature of the process for valuing retirement benefit obligations for defined benefit schemes
means that the calculations and the resulting surplus or deficit are estimates only The defined benefit
pension scheme surplus at the reporting date was £5,524,000 The Company does not have an
uncenditional nght to recover this surplus and consequently the surplus is not recognised as an
asset

5, Revenue

Revenue, which 1s stated net of value added tax, represents amounts receivable for services
supplhed to third parties Revenue s attnbutable to one continuing activity, the provision of UK rail
services

Grant revenue 1s included within revenue and relates to grants received from the Department for
Transport and the Scottish Government, which provide an incentive for the movement of traffic from
road torall The revenue s accrued on the basis of tonnes of commodity transported by rarl

2011 2010
£000 £000

Sales revenue - all UK based
Railway services 38,791 41,157
Non-railway services 3,517 3,109
42,308 44 266
Government grant revenue - all UK based 1,003 768
43,311 45034
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6. Net eperating costs and expenses
2011 2010
£000 £000
Net operating costs and expenses include

Employee costs (see note 7) 16,084 16,260
Augmentation payment (see note 25) 585 -
Depraciation of property, plant and equipment (see note 12) 3,091 3,565
tmpairment of property, plant and equipment {see note12) 35 -
Profit on disposat of property, plant and equipment {196) (7)

Audifors’ remuneration
- In respect of statutory audit of the Company 18 18
- m respect of the audit of grant claims 4 8

Operating lease rentals
- land and buildings 202 186
- plant and machinery 5,502 6,056
- motor vehicles 248 240
Cost of inventories recognised as an expense 6,211 4,503
Write down of iInventories recognised as an expense 73 56
Other external and operating charges 9,777 11,180
41,634 42 465

7. Employee information {including Executive Directors}

The average weekly number of employees dunng the year was 2011 2010
as follows Number Number
Operations 185 193
Administration 107 111
292 304
2011 2010
Employee costs during the year were as follows £000 £000
Wages and salaries 12,515 12,583
Social security costs 1,061 1,031
Pension costs 2,508 2,646
16,084 16,260

Included within pension costs are £2,508,000 {2010 £2 472,000) in respect of the defined benefit
pension scheme

8. Directors’ emoluments
2011 2010
£000 £000
Aggregate emoluments 277 201
Aggregate amounts receivable under long term incentive plans 33 18
Other emoluments (including pensions) 145 121
455 340
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8. Directors’ emoluments {continued)

Retirement benefits are accruing to 2 Directors (2010 2) under a defined benefit scheme
The aggregate emoluments for the highest paid director are £199,298 (2010 £202,263) The
accrued pension for the highest paid director 1s £147 764 (2010 £141,040)

With effect from 1 Apnl 2008, DRS executive directors parficipate in a Long-Term Incentive Plan
{LTIP}, which allows participants io receive a benus, payment of which will take place over a period
of two to four years from the end of the relevant accounting period, providing the participant remans
in employment The amount of LTIP that is deferred to future accounting perods 1s £23,408 (2010

£48,523)
9, Finance income
2041 2010
£000 £000
Net finarce income on defined benefit pension scheme (note 25) 463 -
Bank interest 4 1
467 1
10. Finance costs
2011 2010
£000 £000
Net finance cost on defined benefit pension scheme (note 25) - 22
Interest on loan due to immediate parent undertaking (note 20) 123 121
Interest on obligations under finance leases 129 165
Other interest charges 2 12
254 320
1", Taxation
The explanaticn for the tax charge in the year 15 set out below 2011 2010
£000 £000
Profit before tax 1,890 2,250
Profit before tax at UK standard rate of 28% (2010 28%) 529 630
Effects of
Expenses not (allowable}/ deductible for tax purposes {140) (187}
Depreciation for pertod in excess of capital allowances 850 283
Other short term timing differences {51) {61)
Group rehef received for nil payment (1,188} {1,355)

Actual tax for the year - -

It 15 anticipated that any taxable profits in Direct Rail Services Limited in the foreseeable future will
be offset using NDA group losses There 1s no current or deferred tax charge or credit for the year
The Company has an unrecognised deferred tax asset in the amount of £4,692,000 (2010
£3,851,000)
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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 2009 4052 30,860 1,268 3,601 39,781
Additions - - - 1,758 1,758
Transfers 662 3,244 122 {(4,028) -
Disposals - {1,089) - - (1,069}
Reclassified as held
for sale - see note
14 - (830) - - (830)
At 1 April 2010 4,714 32,205 1,380 1,331 39,640
Additions - - - 2,145 2,149
Transfers 51 1,880 51 (1,982) -
Disposal - (1,437) (307) - (1,744)
At 31 March 2011 4,765 32,648 1,134 1,498 40,045
Depreciation and
impairment
At 1 Apnil 2009 1,918 15,562 1,062 - 18,543
Charge for the year 257 3,140 168 - 3,565
Disposals - {B23) - - (823)
Reclassified as held
for sale — see note
14 . (276) - - (276)
At 1 April 2010 2,176 17,603 1,230 - 21,008
Charge for the year 252 2,730 109 - 3,091
Impairment loss 35 - - - as
Disposals - (984) (307) - (1,291)
At 31 March 2011 2,463 19,349 1,032 - 22,844
Carrying amount
At 31 March 2011 2,302 13,299 102 1,498 17,201
At 31 March 2010 2,538 14,602 160 1,331 18,631
At 1 April 2008 2,133 15,298 206 3,601 21,238

Impatrment

The impairment provision of £35,000 made dunng the year ended 31 March 2011 relates to the
remamning investment by the company in one of its operational sistes The owner of the site has given
notice to the company to vacalte the site and the company considers that the remaining investment is
irrecoverable

The Company’s obligations under finance leases are secured by the lessor's title to the leased
assels Assets held under finance leases and capitalised in plant & machmnery have a carrying
amount as follows

2011 2010
£000 £000
Cost 1,732 1,732
Aggregate depreciation (705) (656)
Carrying amount 1,027 1,076
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13. Inventories

2011 2010
£000 £000
Raw matenials, spares & consumables 2,262 2,447

14, Assets held for sale
£000
At 1 Apnl 2009 -
Reclassified from property, plant and equipment — see note 12 554
At 31 March 2010 £54
Sold in the year (b54)

At 31 March 2011 -

Certain plant and machinery assets held by the Company have been reclassified as held for sale as
the Company expected to sell these assets within 12 months of the reporing date The sale of these
assets was subsequently completed on 23 April 2010 Disposal proceeds were £750,000

15. Financial instruments by category

The accounting ¢lassification of each category of financial instruments, and their carrying values, 1S
set out below

2011 2010
£000 £000
Financial assets — loans and receivables:
Trade and other recevables excluding 5,238 5,103
prepayments (a)
Cash and cash equivalents 7,880 6,527
13,116 11,630

Financial liabihties — other financial liabilities:

Current obligations under finance leases 379 379
Current trade and other payables excluding

payments recerved on account and other taxes

and social security costs (b) 5,206 5613
Non-current obligations under finance leases 648 808
Nen-current borrowings 7,000 7,675

13,233 14,565

(3) Prepayments are excluded as this analysis 1s required only for financial instruments

(b} Payments received on account and other taxes and social secunty costs are excluded as this
analysis 1s required only for financial instruments

Generally, financial assets and financial labilities are generated by day-to-day operational activiies
and are not held to manage the nisks facing the Company in undertaking its activittes Detalls of the
significant accounting policies and methods adopted, including the cntena for recognition, the basis
of measurament and the basis on which profit and losses are recognised, in respect of each class of
financial asset and financial liability are disclosed in note 3 The fair value of financial instruments
represents the amount at which the instruments could be exchanged n a current transacton
between willing parties, other than in a forced sale or iquidation The directors consider that the
carrying amount of loans and receivables and other financial habilities approximates their fair value
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15.

16.

17.

Financial instruments by category {(continued)

The Company 1s exposed to foreign currency nsk through its cperations as certain transactions are
denominated In foretgn currencies, pnmarnly the Euro  The Company manages the exposure by
implementing a policy of purchasing forward foreign currency A forward foreign exchange contract
Is held in refation to purchases of vanous components As at the reporting date, the fair value of

derivative financial instruments was £nil {2010 £ml}

Trade and other receivables

Current
Trade recenvables
Pravisian for Bad Debts

Accrued income
Cther recevables

Prepayments

2011 2010
£000 £000
4,418 3,627
7) (60)
4,411 3,567
648 1,525
177 11
5,236 5,103
1,038 643
6,274 5,746

Trade recewables are non-interest-beanng and are generally on 30-60 day terms As at 31 March
2011, the directors recognised a specific provision for bad debts of £7,000 (2010 £60,000 and 2008
£Nil) but considered the nisk of non-payment of other receivables to be remete and accardingly no
other trade receivables were impaired or provided for As at 31 March, the ageing of trade
recevables i1s as follows

Past due but not impared
Total Neither past <30 30-60 60-90 90-120 =120
due nor days days days days days
impared
£000 £000 £000 £000 £000 £000 £000
2011 4,411 3,593 751 12 1 - 54
2010 3,567 2,594 762 51 77 10 73
Cash and cash equivalents
2011 2010
£000 EQQQ
Cash and cash equivalents 7,880 6,527

Cash and cash equivalents comprise cash and short-term bank deposits with an enginal maturity of
three months or less The Company has an undrawn borrowing facility of £1,000,000 (2010
£1,000,000)
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18. Obligations under finance leases

Minimum lease payments

2011 2010
£000 £000
Amounts payable under finance leases
Not later than one year 379 379
Later than one year and not later than five years 822 1,201
1,201 1,580
Less future finance charges {174) (303)
Present value of lease obligations 1,027 1,277
Less amount due for settlement within twelve
months (shown under current habilities) (379) (379)
Amount due for settlement after 12 months
(shown under non-current labihties) 648 898

For the year ended 31 March 2011, the average effective borrowing rate was 7 5% (2010 7 5%)
Interest rates are fixed at the contract date All leases are on a fixed repayment basis and no
arrangements have been entered into for contingent rental payments

19. Trade and other payables

2011 2010
£000 £000
Current
Trade payables 2,020 3,004
General accruals 2,178 1,961
Other payables 830 6848
5,088 5613
Payments received on account - 3
Other taxes and social securnty costs 1,043 1,076
6,131 6,692
Non Current:
Other payables 118 -
6,249 6,692

Trade payables and general accruals principally comprise amounts outstanding for trade purchases
and ongoing costs The average credit period taken for trade purchases duning the year 1s 33 days
(2010 47 days) For most suppliers no interest 1s charged on the trade payables for the first 45 days
from the date of invoice Thereafter interest 1s charged on the outstanding balances at various
interest rates The Company has fnancial nsk management policies in place to ensure that all
payables are paid within the pre-agreed credit terms
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20,

21.

22.

Borrowings
2011 2010
£000 £000
Lean due to immediate parent undertaking
repayable
Not later than one year - -
Later than one year and not later than five years 7,000 7,675
7,000 7,675
Less amount due for repayment within twelve
months (shown under current abilities) - -
Amount due for repayment after 12 months
(shown under non-current hiabilities) 7,000 7.675

The loan 1s interest beanng at a fixed percentage amount above the Bank of England base rate, and
Is repayable on 31 March 2013

Share capital

2011 2010
£ £
Authortsed
1,000 ordinary shares of £1 each 1,000 1,000
Allotted, called up and fully paid
1 ordinary share of £1 1 1

Financial risk management

Capital nsk
The Company manages its capital to ensure that it 1s able to continue as a going concern while

maximising the retum ta stakeholders through the optimisation of the debt and equity balance The
Company’s overall strategy rematns unchanged from the previous year The capital structure of the
Company consists of debt, which includes borrowings disclosed in note 20, cash and cash
equivalents and equity attributable to the immediate parent, compnsing 1ssued capital and reserves

Gearing ratio
The Company does not have a target gearnng ratio (the proportion of net debt to equity) The

Company and its mmediate parent undertaking review the capital structure of the Company on a
reqular basis

Market nisk

Market nsk 1s the nsk that the fair value or future cash flows of a finaneal instrument will fluctuate
because of changes in market prices The Company 1s prmarnly exposed te foreign currency nisk and
interest rate nsk although the directors do not consider these nsk exposures to be materal

Foreign currency nsk is the nsk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates The carrying amounts of the Company's
foreign currency denominated monetary assets and monetary liabilities at the reparting date are ENil
(2010 £Nil)
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22, Financial risk management {continued)

Interest rate nsk i1s the risk that the fair value of future cash flows of a financial instrument will
fluctuate because of changes in market interest rates The Company’s exposure to the rnisk of
changes in market interest rates relates pnmanly to borrowings disclosed in note 20

Borrowings relate entirely to a loan due to the Company's immediate parent undertaking If Bank of
England base rate had been 0 5% higher/lower and all other vanables were held constant, the
Company's
« profit for the financial year ended 31 March 2011 woutd decrease by £38,000 (2010
£38 000}, and
s total equity would decrease by £38,000 (2010 £38,000)

Liguidity risk
Liguidity risk (also referred to as funding nisk) 1s the nsk that an entity will encounter difficulty in

realising assets or otherwise raising funds to meet commitments associated with financial
instruments The Company 1s primarily financed through its commercial revenue although it always
has the option to apply for increased funding from its immediate parent

Credit nsk

Credit nsk 1s the nisk that a counterparty will default on its contractual obligations resulting in financial
loss to the Company The directors consider the nsk of contractual default to be remote and
accordingly the Company's exposure to credif risk 1s low

23. Capital expenditure authorised

2011 2010
£000 £000
Contracted for but not provided for 3,715 274

24, Operating lease commitments

The total minimum future commitments under non-cancellable operating leases are as follows -

Land & Buildings Other

Operating leases which expire 2011 2010 2011 2010

£000 £000 £000 £000

Not later than one year 146 a5 4,928 5,169

Later than one year and not later than five 118 177 4,379 4,322
years

Later than five years 34 33 - -

298 305 9,307 9,491

Operating lease payments represent rentals payable by the Company for certain parts of ts office
and other operating equipment The majonty of leases are negotiated for an average term of 5 years
and rentals are fixed for an average of 5 years with an option to extend for a further 2 years at the
then prevailing market rate

25. Retirement benefit schemes

The Company participates in the GPS Pension Scheme (formerly called the BNFL Group Pension
Scheme) The GPS Pension Scheme s a funded defined benefit scheme that was formally
sectionalised with effect from 31 March 2007 The scheme was available to all employees until 31
March 2008 The defined benefit structure of the scheme was closed to new entrants on 1 April
2008 and a defined contribution structure made available for all new employees from that date
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25. Retirement bhenefit schemes {continued)

The fast tnennial actuanal valuation of the GPS Pension Scheme was 31 March 2007 The
Company contributes to the scheme, in respect of defined benefit members, at a rate of 24 1% of
pensicnable salanes, as recommended by the scheme’s independent actuanres On 1 Apnl 2008 the
NDA took over from Briish Nuclear Fuels plc as principal employer to the GPS Pension Scheme

A full actuanal valuation was carned out at 31 March 2007 using the projected unit method and
updated approximately to 31 March 2009, 31 March 2010 and 31 March 2011 by a qualified
independent actuary

Contnbutions are alse made by some employees to a group defined contribution scheme amounting
to £48,000 (2010 £286,000) The total Company pension ¢osts for the year were £2 507 000 (2010
2.472.000) The balance of pension scheme contributions outstanding at the year end was £242,344
(2010 £236.677) Amounis recognised in the financial statements are set out in the tables

below The total contributions to the defined benefit scheme in 2011/2012 are expected to be

£2,449,000 for the company
The principal actuanal assumptions used at the reporting date were as follows
2011 2010
% Yo
Discount rate 55% 57%
Rate of salary increase 4.0% 4.1%
Rate of price inflation 3.5% 3.6%
Rate of increase of pensions (n payment 3.5% 3.6%
Rate of increase m deferred pensions 3.5% 3 6%
Life expectancy for a male pensioner aged 65 {years) 2186 21.5
Life expectancy for a male non-pensioner currenty 22.7 226
aged 45 from age 65 {(years)
Analysis of amounts charged to net operating costs and expenses ég;; gg;g
Current service cost 2,153 1,685
Analysis of amounts credited to finance income 2011 2010
£000 £000
Expected return on pension scheme assets 1,797 1,162
Interest on scheme llabilities {1,334} {1,184}
Net return credited to finance income/ (cost charged to finance costs) 463 (22)
Analysis of amounts recognised in other comprehensive income 2011 2010
£600 £000
Actual return less expected return on assets {19) 4,818
Experience gains and (losses) ansing on the scheme liabililes - -
Changes in assumptions underiying the present value of 238 (1,938)
the scheme habuities
Actuarial gain 219 2,880
Unrecogrised surpius (1,029) (3,597)
Total loss recognised in other comprehensive income (810) (7173
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25. Retirement benefit schemes (continued)

The cumulative amount of actuanal losses recognised in the statement of comprehensive income

since adoption of IFRS 1s £1,666,000 (2010 £856,000)
Amounts recognised in the statement of financial position
Present value of defined benefit obligations

Fair value of scheme assets

Surplus / (deficit) in scheme
Unrecognised surplus

Asset / (liability) recognised in the statement of financial position

2011 2010
£000 £000
(26,004) (21,817)
31,528 26,312
5,524 4,495
{5,524) {4,495)

Pension scheme assets are recognised to the extent that they are recoverable The Company does
not have an unconditional nght to recover the surplus referred to above and consequently the

surplus 1s not recogrised as an asset

Movements in the present value of defined benefit obligations

At 1 April

Current service cost
Interest cost

Employee contributions
Settlernent payment
Actuarial gain / {loss)
Benefits paid / (refunded)

At 31 March

Movements in the fair value of the scheme assets

At 1 April

Employer contributions
Employee contnbutions
Acluarial gamn / (loss)

Benefits (paid) / refunded
Expected return on plan assets

At 31 March

2011 2010
£000 £000
(21,817) (16,574)
(2,153} (1,695)
(1,334) (1,184)
(568) (505)
{585) -
238 (1,938)

215 79
{26,004) (21,817)
2011 2010
£000 £000
26,312 17,472
3,085 2,434
568 505
{19) 4,818
(215) (79)
1,797 1,162
31,528 26,312

The fair value of the assets for the Company’s section of the scheme and the expected rates of

return at the statement of financial position date are as follows

Return
Equities 8.2%
Gilts 4.2%
Corporate Bonds 5 5%
Other 2.0%
Fair value of assets 6 5%

2011 Return
£000

16,292 7 6%

8,999 4 6%
6,104 57%
133 -

31,528 &4%

2010
£000

14,111
7,190
5,011

26,312
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25. Retirement benefit schemes {(continued)

The overall expected rate of return on asset assumptions have been denved by constdering the
expected long-term rate of return on each major asset category as at 31 March 2011 and weighting
these rates of return broadly in ine with the underlying asset allocation

The history of expenence gains and losses Is as follows
2011 2010 2009 2008 2007

Experence (losses) / gains ansing on scheme

assets

Amount (£000) (19} 4818 (3,133) (606) -
Percentage of scheme assets 0% 18% (18%) {4%) -
Expenence gains /(losses) ansing on scheme

habilitigs

Amount (£000} 994 - - (2) -
Percentage of scheme assets 3% 0% 0% 0% -

Total amount losses recognised in statement of

other comprehensive income

Amount (£000) (810) (717) (139) -
Percentage of scheme assets (3%) (3%) (1%) 0% -

The history of experience gains and losses far the section prior to the year ended 31 March 2008 1s
not avallable as the scheme was not sectionalised until March 2007

26. Related party transactions

In the course of its narmal business the Caompany enters into transactions with Government owned
banks, Government Departments and cther central Government bodies on an arms’ length basis

Jrading transactions
Transactions between the Company and the NDA and other NDA group companies were as follows

Sale of goods & Purchase of Amounts owed | Amounts owed to
services goods& services | by related parties related parties
2011 20190 2011 2010 2011 2010 2011 2010
£000 £000 £000 £000 £000 £000 £000 £000
NDA - - 182 173 - - 7,000 7,675
International 13,173 | 12,343 - - 136 63 - -
Nuclear
Services
Limited
NDA - - 57 57 - - 1 1
Properties
Limited

Key management compensation

Key management includes directors {executive and non-executive), and other senior executives The
compensation paid or payable to key management for employee services 1s set out below In
aggregate for each of the categones specified in |AS 24 'Related Party Disclosures’ Further
information about the remuneration of indvidual directors 1s provided in note 8

2011 2010
£000 £000
Short term employee benefits 1,000 997
Post-employment benefits 151 151
QOther long-term benefits 145 57
1,296 1,205
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26. Related party transactions {contnued)

With effect from 1 Apnl 2009, DRS key management participate in a Long-Term Incentive Plan
(LTIP), which allows participants to receive a bonus, payment of which will take place over a period
of two to four years from the end of the relevant accounting period, providing the participant remains
in employment The amount of LTIP that 1s deferred to future accounting penods 1s £89,521 {2010
£151,249)

27. Capital Committments

At 31* March 2011, amounts contracted for but not provided in the financial statements for the
acquisition of property, plant and equipment amount to £3,715,000 (2010 £274,000)
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