
London Overground Rail Operations Limited 

DIRECTORS' REPORT 
AND 

FINANCIAL STATEMENTS FOR THE YEAR ENDED 
31 MARCH 2011 

A25 21112/2011 

COMPANIES HOUSE 

Reg1strat1on number 5668786 

#292 



London Overground Ra1l Operations Lim1ted 

DIRECTORS' REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2011 

CONTENTS 

Directors and advisers 

Directors' report 

Directors Respons1bll1t1es Statement 

Independent aud1tors report to the members of London Overground Ra11 Operat1ons Llm1ted 

Profit and loss account 

Statement of total recogmsed ga1ns and losses 

Balance sheet 

Cash flow statement 

Notes to the f1nanc1al statements 

Page 

2 

3-7 

8 

9-10 

11 

11 

12 

13 

14-34 



London Overground Rail Operations Limited 

DIRECTORS AND ADVISERS 

The Directors who served dunng the year and those 1n office at the date of s1gmng th1s report 

K L Leong 
J PWLong 
S Murphy- appomted 31 December 2010 
R Holland- appomted 31 December 2010 
Ta1 Chong Chew- appomted 14 September 2011 
F Sennhenn- res1gned on 31 December 2010 
M Rudhart- res1gned on 31 December 2010 
A Shooter- res1gned 19 December 2011 
L B Turk- res1gned on 01 September 2011 

Company secretary and registered office: 

WG R Dav1es 

Great Central House 
Marylebone Stat1on 
Melcombe Place 
London 
NW1 6JJ 

Auditor· 

Delo11te LLP 
2 New Street Square 
London 
EC4A3BZ 

Solicitors· 

Denton W1lde Sapte LLP 
One Fleet Place 
London 
EC2N 4SA 

2 



London Overground Ra11 Operations Limited 

DIRECTORS' REPORT 

The Directors subm1t the1r annual report and the aud1ted fmanc1al statements for the year ended 31 March 2011 

PRINCIPAL ACTIVITY 

London Overground Ra1l Operat1ons L1m1ted (the Company) IS a 50/50 JOint venture between MTR Corporation, 
operator of the Hong Kong metro, and the Deutsche Bahn Group, operator of the German national ra11 network The 
Company started trad1ng from 11 November 2007 and 1ts pnnc1pal activity IS the operation of London Overground for 
Transport for London (TfL) 

The Company won the nght to operate London Overground when 1! was awarded the London Ra11 Concess1on "the 
Concess1on" by TfL on 2 July 2007 The duration of the Concess1on IS for seven years from the start of passenger 
operations on 11 November 2007 w1th TfL hav1ng the opt1on to extend the Concess1on by a further two years 1f 11 so 
chooses 

The London Overground network cons1sts of passenger ra1Jway serv1ces between Richmond and Stratford (the North 
London Lme), Watford and Euston (stopp1ng trams only, known as the DC line), Clapham Junction and Willesden 
Junct1on (the West London Lme), and Gospel Oak and Barkmg These lines are collectively known as the North 
London Ra1lway 

From 23 May 2010 the Company began runnmg serv1ces on the East London Line operatmg between Dalston 
Junct1on and Crystal Palace/West Croydon The latest extens1on of the East London Line connecting Dalston Junct1on 
to H1ghbury Islington opened for passenger serv1ce on 28 February 2011 prov1d1ng a passenger mterchange between 
the North London Lme and the East London line 

Across the London Overground network the Company IS the Stat1on Fac1llt1es Operator (SFO) at 55 stat1ons and 1ts 
serv1ces call at a further 23 stat1ons managed by other operators 

Dunng the year the Company also managed two maJor changes to 1ts tra1n fleet The year saw the mtroduct1on of a 
new fleet 8 Class 172 un~ts deployed on the Gospel Oak Barking Line and the Introduction of an add1t1onal veh1cle on 
the North and West London Line un1ts converting them from 3 to 4 cars 1n length The Company now operates a fleet 
compnsmg 8 Class 172 d1esel un~ts and 53 Class 378 electnc un~ts 
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London Overground Ra11 Operat1ons L1mited 

DIRECTORS' REPORT (continued) 

BUSINESS REVIEW 

KEY PERFORMANCE INDICATORS 

The key f1nanc1al h1ghl1ghts for the year are as follows 

Year ended Year ended 
31 March 2011 31 March 2010 

£'000 £'000 
Profit and loss account· 
Turnover 126,253 102,017 
Gross profit 12,571 19,673 
Operating profit 821 4,206 
Net 1nterest receivable 813 225 

Balance sheet: 
F 1xed assets 6,419 7,745 
Net current assets 4,044 749 
Net funds 10,371 10,129 
Net assets excluding post retirement obllgat1ons 8,463 6,493 
Shareholders' funds 8,463 6,493 

% % 
Profitability: 
Operating profit 0.7 4 1 

Turnover Increased by £24 0 m1lllon to £126 0 million largely as a result of an add1t1onal £17 0 m1lllon of enhancement 
1ncome 1n relation to a stat1on Improvement project underway at 44 of the stat1ons managed by the Company Further 
1nformat1on on the project 1s provided below but the nature of the proJect 1s one-off and the Company does not expect 
to rece1ve any s1m1lar enhancement 1ncome 1n the year end1ng 31 March 2012 

Operating profit fell when compared to the pnor year largely as a result of Increased pens1on costs reported under 
FRS17 from £2 6 million 1n the year ended 31 March 2010 to £4 6 m1ll1on 1n the year ended 31 March 2011 Further 
details on pens1on costs are 1ncluded 1n Note 22 

A further reason for a decline 1n operat1ng prof1t IS due to the uncertainty around the maJor stat1ons 1mprovement plan, 
th1s IS covered 1n more deta1l under pnnc1pal nsks and uncerta1nt1es 

The Company used an Industry standard Public Performance Measurement (PPM) dunng the penod The result for 
the year to 31 March 2011 of 95 20% (2010 93 43%) met the target of 93 20% (2010 93 40%) as conta1ned 1n 1ts 
Concession Agreement w1th Transport for London 

PPM IS the UK rail Industry's recognised measurement of operational tra1n performance The figure 1s a 12-month 
mov1ng annual average (MAA) and represents the percentage of t1metabled passenger serv1ces arnv1ng at the1r 
scheduled dest~nat1on w1th1n f1ve m1nutes of the published arnval t1me 

Under the terms of 1ts Concession Agreement the Company must ach1eve a PPM MAA result of 94% by 31 March 
2012 
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London Overground Ra11 Operations L1m1ted 

DIRECTORS' REPORT (continued) 

PRINCIPAL RISKS AND UNCERTAINTIES 

Throughout the year the company has contmued to undertake a major stat1on 1mprovement plan upgrad1ng the 
amb1ence and systems of 44 of the Company's stat1ons Th1s remams a commercial challenge for the Company 

Under an agreement s1gned between the Company and TfL there are targeted dellverables for a fixed pnce and the 
agreement Includes penalties should the Company fall to deliver certam targets on t1me The Company therefore has 
the pnce, cash flow and operat1onal nsk of th1s project To date the Company has been successful m avo1d1ng any 
matenal adverse 1mpact on the underlying profitability of the operational busmess but the Company does expect to 
make a loss on thIS project 

Income and Costs for the project have been fully recogn~sed for works completed at 31 March 2011, w1th an allowance 
for future foreseeable loss An extens1ve forecastmg exerc1se has been completed as part of the process of fmalls1ng 
the accounts for the fmanc1al year end1ng 31 March 2011 Th1s exerc1se ant1c1pates the total spend to complete th1s 
project to be 1n excess of the grant payable by TfL (£34 Sm) by approximately £14 1 m Under UK GAAP (SSAP 9-
Stocks and Long-term contracts) the Company 1s reqUired to record foreseeable losses as soon as they can be 
estimated w1th reasonable accuracy A prov1s1on has therefore been made for a future foreseeable loss on lh1s 
contract at 31 March 2011 However, there are a number of contractual matters that have not yet been agreed and, 
whilst the directors cons1der a reasonable est1mate has been made of the likely loss to be Incurred, the resolut1on of 
the outstandmg matters may result 1n further adjustment to the f1nal pos1t1on 

On 22 May 2011 the company Introduced a rev1sed timetable wh1ch mcluded mcreasmg the level of serv1ce on the 
North London and West London L1nes to e1ght tra1ns per hour w1th four tra1ns gomg to Richmond and four Tra1ns go1ng 
to Clapham Junction dunng the mormng and evenmg commuter peaks The Increased serv1ce frequency bnngs w1th 
11 greater operat1onal challenges but also the opportunity for growth 1n passenger numbers and revenue 

The objective of the Company m terms of financial Instruments IS to m1n1m1se nsk The Group's pnnc1pal financial 
mstruments compnse trade debtors, stock, bank balances, trade creditors and shareholder loans Due to the nature of 
the financ1al Instruments used by the Company there 1s no exposure to pnce nsk 

Trade debtors are managed 1n respect of credit and cash flow nsk The Company mon1tors amounts outstandmg and 
takes appropnate measures to ensure recoverab1llty The Company manages the liqUidity nsk of the bank balances 
and shareholder loans by mamta1nmg cash flow forecasts 1n order to Identify future cash flow requirements Trade 
cred1tors' liqUidity nsk 1s managed by ensunng sufficient funds are available to meet amounts due 

PAYMENT TO CREDITORS 

lt 1s the Company's policy to settle the terms of payment w1th suppliers when agreemg the tenms of the transact1on, to 
ensure that suppliers are aware of these tenms and to ab1de by them 

Trade cred1tors at the penod end amount to 25 days (201 0 23 days) of average supplies for the penod 

DIVIDENDS 

The d1rectors have not declared the payment of a d1v1dend (2010 £nil) 
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London Overground Ra1l Operat1ons Limited 

DIRECTORS' REPORT (continued) 

EMPLOYEES 

London Overground Ra1l Operat1ons L1m1ted 1s committed to deliver equality and 1nclus1on m 1\s work both as an 
employer and provider of transport, fulfilling 1\s statutory respons1b1lll1es to tackle d1scnm~nat1on 1n the work place To 
th1s end the Company has developed a corporate rev1ew of equality and d1vers1ty w1th act1on plans for commumty 
engagement, supplier d1vers1ty, trammg and development 

The Company has established a work1ng group to dnve the programme of equality and mclus1on throughout the 
organ~satlon and deliver equal opportunities at work The Company will not d1scnmmate on the grounds of sex, 
d1sab1llty, race, gender, reass1gnment, sexual onentat1on, mantal status, ethniC or nat1onal ong1n, rellg1on or belief, 
age or membership or non-membership of a trade un~on lt IS the pol1cy of the Company that tra1n1ng, career 
development and promotional opportun1t1es should be ava1lable to all employees 

Deta1ls of the number of employees and related costs can be found m note 5 to the financial statements on page 18 
and 19 

CHARITABLE CONTRIBUTIONS 

Dunng the year the Company made no chantable or pollt1cal donations (201 0 £n1l) 

GOING CONCERN 

As highlighted 1n note 12 and note 15 to the fmanc1al statements, the Company meets 1\s day-to-day work1ng cap1tal 
requirements pr1nc1pally through available cash resources and partially through a sub-debt fac1llty wh1ch 1s 1n place 
unt1l the earl1er of the date of exp1ry or term1nat1on of the Concession Agreement, w1th Interest payments calculated at 
a fixed annual rate 

The Company's forecasts and proJeCtions, takmg account of reasonably possible changes 1n counterparty 
performance, show that the Company expects to be able to contmue to operate w1th1n the level of rts current fac1lltles 

After makmg enqumes, the Directors have a reasonable expectat1on that the Company has adequate resources to 
contmue 1n operational ex1stence for the foreseeable future Accordmgly, they contmue to adopt the go1ng concern 
bas1s m preparmg the annual report and accounts 

REAPPOINTMENT OF AUDITOR 

In accordance w1th s485 CompanieS Act 2006 a resolution to reappoint Delo1tte LLP as aud1tor w111 be proposed at the 
forthcoming Annual General Meet1ng Board 
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London Overground Rail Operat1ons Limited 

DIRECTORS' REPORT (continued) 

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITOR 

Each of the persons who IS a D~rector at the date of approval of th1s report confirms that 

• as far as the Director 1s aware, there 1s no relevant aud1t mformat1on of wh1ch the Company's aud1tor 1s 
unaware, and 

• the Director has taken all steps that he/she ought to have taken as a Director 1n order to make h1mself/herself 
aware of any relevant aud1t 1nformat1on and to establish that the Company's aud1tor 1s aware of that 
mformat1on 

Th1s conf1rmat1on IS g1ven and should be Interpreted '" accordance w1th the prov1s1on of s418 of the Compames Act 
2006 

Great Central House 
Marylebone Stat1on 
Melcombe Place 
London 
NW1 6JJ 
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London Overground Rail Operat1ons L1m1ted 

DIRECTORS RESPONSIBILITIES STATEMENT 

The Directors are responsible for preparrng the Annual Report and the financial statements m accordance w1th 
applicable law and regulations 

Company law requ1res the Directors to prepare such financial statements for each financial year Under that law the 
Directors have elected to prepare financial statements m accordance w1th Unrted K1ngdom Generally Accepted 
Accounting Practice (Unrted Kmgdom Accountrng Standards and applicable law) Under company law the D1rectors 
must not approve the financ1al statements unless they are satisfied that they g1ve a true and fa1r v1ew of the state of 
affa1rs of the Company and of the profit or loss of the Company for that perrod In prepanng these frnanc1al 
statements, the Directors are requ1red to 

• select su1table accounting pollc1es and then apply them consistently, 

• make judgements and accountrng est1mates that are reasonable and prudent, 

• state whether applicable UK accountrng standards have been followed, subject to any matenal departures 
disclosed and expla1ned m the financ1al statements, and 

• prepare the financ1al statements on the go1ng concern bas1s unless 1! IS 1nappropnate to presume that the 
Company w1ll contmue m bus1ness 

The D1rectors are responsible for keeprng adequate account1ng records that are sufficient to show and explarn the 
Company's transactions and disclose w1th reasonable accuracy at any t1me the f1nanc1al pos1!1on of the Company and 
to enable them to ensure that the financ1al statements comply w1th the Companres Act 2006 They are also 
responsible for safeguardrng the assets of the Company and hence for tak1ng reasonable steps for the prevenl!on and 
detection of fraud and other 1rregulanl!es 

8 



London Overground Raol Operatoons Limited 

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF LONDON OVERGROUND RAIL OPERATIONS 
LIMITED 

We have audoted the fonancoal statements of London Overground Raol Operatoons Lomoted for the year ended 31 March 
2011 whoch compnse the Profit and Loss Account, the Balance Sheet, the Cash Flow Statement and the related notes 
1 to 25 The financoal reportong framework that has been applied on theor preparatoon os applicable law and Unoted 
Kongdom Accountong Standards (Unoted Kongdom Generally Accepted Accountong Practoce) 

Thos report os made solely to the company's members, as a body, on accordance woth Chapter 3 of Part 16 of the 
Companoes Act 2006 Our audot work has been undertaken so that we moght state to the company's members those 
matters we are requored to state to them on an audotor's report and for no other purpose To the fullest extent permotted 
by law, we do not accept or assume responsobollty to anyone other than the company and the company's members as 
a body, for our audot work, for thos report, or for the oponoons we have formed 

Respective responsobilitoes of do rectors and auditor 

As explaoned more fully on the Dorectors' Responsobolltoes Statement, the do rectors are responsoble for the preparatoon of 
the fonancoal statements and for beong satosfied that they gove a true and faor voew Our responsoboloty os to audot and 
express an oponoon on the fonancoal statements on accordance woth applicable law and lnternatoonal Standards on 
Audotong (UK and Ireland) Those standards requore us to comply woth the Audotong Practoces Board's Ethocal 
Standards for Audotors 

Scope of the audot of the financoal statements 

An audot onvolves obtaonong evodence about the amounts and dosclosures on the financoal statements suffocoent to gove 
reasonable assurance that the financoal statements are free from matenal mosstatement, whether caused by fraud or 
error Thos oncludes an assessment of whether the accountong pollcoes are appropnate to the company's 
corcumstances and have been consostently applied and adequately dosclosed, the reasonableness of sognoficant 
accountong estomates made by the do rectors, and the overall presentatoon of the fonancoal statements 

Oponion on financoal statements 

In our oponoon the fonancoal statements 

• gove a true and faor voew of the state of the company's affaors as at 31 March 2011 and of ots profot for the 
year then ended, 

• have been properly prepared on accordance woth Unoted Kongdom Generally Accepted Accountong 
Practoce, and 

• have been prepared on accordance woth the requorements of the Companoes Act 2006 

Oponion on other matter prescrobed by the Companoes Act 2006 

In our oponoon the onformatoon goven on the Dorectors' Report for the fonancoal year for whoch the financoal statements are 
prepared os consostent woth the financoal statements 
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London Overground Rail Operat1ons Lim1ted 

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF LONDON OVERGROUND RAIL OPERATIONS 
LIMITED (continued) 

Matters on wh1ch we are requ1red to report by exception 

We have nothmg to report m respect of the follow1ng matters where the Compames Act 2006 requ1res us to report to 
you 1f, m our opm1on 

• adequate accountmg records have not been kept, or returns adequate for our aud1t have not been 
rece1ved from branches not v1s1ted by us, or 

• the financial statements are not m agreement w1th the accountmg records and returns, or 

• certa1n disclosures of directors' remuneration spec1fied by law are not made, or 

• we have not rece1ved all the 1nfomnat1on and explanations we requ1re for our aud1t 

S1mon Letts BA FCA (Semor statutory aud1tor) 
for and on behalf of Delo11te LLP 
Chartered Accountants and Statutory Aud1tor 
London, Umted K1ngdom 
19 December 2011 

10 



London Overground Ra1l Operations Lim1ted 

PROFIT AND LOSS ACCOUNT 
FOR THE YEAR ENDED 31 MARCH 2011 

Year ended 
Notes 31 March 2011 

£'000 

Turnover 1b,2 126,253 
Cost of sales (113,682) 

Gross profit 12,571 

Admm1stra!lve expenses (11,750) 

Operatmg profit 3 821 

Net 1nterest rece1vable 6 813 

Prof1t on ordmary act1v1t1es before taxation 1,634 

Tax charge on prof1t on ordmary act1v1t1es 7 {499) 

Profit on ordinary act1v1ties after taxation 18 1,135 

A reconc1llat1on of movement 1n shareholders' funds IS g1ven m note 19 

All1tems 1n the profit and loss account relate to contmumg operations 

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES 

Profit for the financial year 

Actuanal gam on post ret1rement obllgat1on 
Deferred tax relating to post retirement obligation 

Total recogmsed gains for the year 

11 

Notes 

22 

Year ended 
31 March 2011 

£'000 

1,135 

1,132 
(297) 

1,970 

Year ended 
31 March 2010 

£'000 

102,017 
{82,344) 

19,673 

{15,467) 

4,206 

225 

4,431 

{1,427) 

3,004 

Year ended 
31 March 2010 

£'000 

3,004 

693 
{194) 

3,503 



London Overground Rail Operations Limited 

BALANCE SHEET AS AT 31 MARCH 2011 

Fixed assets 

Intangible assets 
Tangible assets 

Current assets 
Stocks 
Debtors 
Cash at bank and 1n hand 

Creditors: amounts falling due w1th1n one year 

Net current assets 

Total assets less current liabilities 

Creditors· amounts falling due after more than one year 

Net assets excluding post retirement obligations 

Post ret1rement obligations 

Net assets 

Capital and reserves 
Called up share cap1tal 
Profit and loss account 

Notes 31 March 2011 
£'000 

8 
9 

10 
11 
12 

14 

15 

22 

17 

2,013 
4,406 

1,009 
46,688 
12,371 

60,068 

(56,024) 

4,044 

10,463 

(2,000) 

8,463 

8,463 

31 March 201 0 
£'000 

2,573 
5,172 

320 
24,667 
12,129 

37,116 

(36,367) 

749 

8,494 

(2,000) 

6,494 

6,494 

- Def1c1t relating to post retirement obligations 
-Others 

18 
8,463 I LI ___ _.!:6~,4::_,9,4'-.J 

Total profit and loss account 8,463 6,494 

Shareholders' funds 8,463 6,494 

The f1nanc1al s ments of London Overground Ra1l Operat1ons L1m1ted, registered number 5668786, were 
e Bo rd of Directors and authonsed for 1ssue on 19 December 2011 
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London Overground Ra11 Operations Lim1ted 

CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2011 

Notes Year ended Year ended 
31 March 2011 31 March 2010 

£'000 £'000 

Net cash inflow from operating activities 13 994 281 

Returns on mvestment and serv1cing of finance 
Interest rece1ved <~~~I (1~~)1 Interest pa1d 

Net cash outflow from returns on mvestment 
and servicing m finance (4) (61) 

Taxation (43) 

Capital Expenditure 
Tang1ble assets (705) (2,527) 

Net cash mflow/(outflow) before management of liqUid 
resources and financing 242 (2,307) 

Financing 
Decrease 1n prof1t share owed to Ra1l for London 
due more than one year 15 (454) 
Decrease 1n semor debt 
falling due less than one year 21 
Decrease 1n subordmated debt falling 
due more than one year 15 (3,000) 

Net cash outflow from financing (3,454) 

Increase/( Decrease) m cash in the year 242 (5, 761) 

Cash at bank and m hand 
Openmg balance 13 12,129 17 890 

Closmg balance 13 12,371 12,129 
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London Overground Ra11 Operations Limited 

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

1. ACCOUNTING POLICIES 

a) Bas1s of preparation 

The financ1al statements have been prepared under the h1stoncal cost convention, and m accordance w1th 
applicable Umted Kmgdom laws and accountmg standards A summary of the pnnc1pal accountmg pollc1es 
adopted by the Directors, wh1ch have been applied consistently m the current and pnor penods, 1s shown below 

b) Turnover 

Turnover IS the total amount receivable by the Company for serv1ces prov1ded, excluding VAT and trade 
d1scounts 

Turnover reflects the following 

Concession payments payable to the Company from Transport for London 1n respect of the passenger serv1ces 
1t operates Concession payments are recogmsed 1n the penod to wh1ch the payment relates and are enshnned 
1n the Concess1on Agreement w1th Transport for London 

11 Enhancement 1ncome relates to stallon enhancement works undertaken by the Company on behalf of Transport 
for London These contracts are fixed pnce m nature and mcome 1s recogmsed to match the costs as mcurred 
If 1t 1s ant1c1pated that a contract, or a separate and 1dent1f1able component of the contract, w1ll generate a loss, 
then the loss 1s reported 1mmed1ately w1th prov1s1on for ant1c1pated future costs 

Ill Compensat1on payments from Transport for London for the delay 1n the delivery of the new fleet of Class 378 
electnc tra1ns These payments are as prescnbed m the Concession Agreement w1th Transport for London 
Income IS recogmsed to match the lease costs of the old fleet mcurred as a result of the delay 

IV 10% of passenger 1ncome 1s pa1d to the Company through the operation of a revenue share w1th Transport for 
London Passenger 1ncome represents agreed amounts attnbuted to the London Overground serv1ces by the 
1ncome allocat1on systems of the Railway Settlement Plan L1m1ted, pnnc1pally 1n respect of passenger rece1pts, 
based on deta1led surveys of passenger flows The Income 1s recogmsed 1n the penod 1n wh1ch the passenger 
travel occurs 

V Receipts for payments under the operational performance reg1me contained w1thm the Concession Agreement 
w1th Transport for London Under th1s reg1me the Company 1s mcenllv1sed to mm1m1se the level of delay If the 
Company delivers less delay than the target then a payment IS rece1ved from Transport for London If the 
Company delivers more delay than the target then a payment IS made by the Company to Transport for London 
Such amounts are accounted for 1n the penod to wh1ch the operational perfornnance relates 

VI Stat1on mcome IS rece1ved from other tram operat1ng compames for usmg and stoppmg at stat1ons operated by 
the Company The Income 1s agreed annually and 1nvo1ced and recogmsed m 13 equal penod1c mstalments 
throughout the year 

VII Depot 1ncome 1s rece1ved from other tra1n operallng compames for works earned out at the Company's depot at 
W1llesden and for stabling and fuellmg umts owned by other tra1n operatmg compames at the depot Income 1s 
mv01ced and recogmsed when the work 1s complete 

VIII Other 1ncome 1s denved from car park 1ncome, comm1ss1ons and other serv1ces and 1s recogmsed m the profit 
and loss account upon complet1on of the serv1ce 

14 



London Overground Ra11 Operations Limited 

Notes to the financial statements for the year ended 31 March 2011 (continued) 

1 ACCOUNTING POLICIES (Continued) 

c) Taxat1on 

Current tax, 1ncludmg Umted Kmgdom Corporation tax and fore1gn tax, os provoded at amounts expected to be 
paod (or recovered) usong the tax rates and laws that have been enacted or substantovely enacted by the 
balance sheet date 

In accordance w1th FRS 19 "Deferred Tax", deferred taxatoon os recogmsed on respect of all tommg dofferences 
that have orogmated but not reversed at the balance sheet date where transactions or events that result on an 
oblogatoon to pay more tax m the future or a roght to pay less tax m the future have occurred at the balance sheet 
date Tommg dofferences are dofferences between the Company's taxable profots and ots results as stated on the 
fonancoal statements that arose from the onclusoon of gams and losses on tax assessments on peroods dofferent 
from those on whoch they are recognosed m the financoal statements 

A net deferred tax asset os regarded as recoverable and therefore recognosed only when, on the basos of all 
avaolable evodence, ot can be regarded as more likely than not that there woll be suotable taxable profots from 
whoch the future reversal of the underlymg tomong dofferences can be deducted Deferred tax os measured at the 
average tax rates that are expected to apply on the penod m whoch the tomong dofferences are expected to 
reverse based on the tax rates and laws that have been enacted or substantoally enacted by the balance sheet 
Deferred tax assets are not doscounted 

d) Tangoble fixed assets 

Tangoble fixed assets are stated at cost oncludong dorectly attrobutable finance costs, net of deprecoatoon and 
provosoon for ompaonnent Deprecoatoon os provoded on all tangoble foxed assets at rates calculated to wrote off the 
cost, less estomated resodual value, of each asset on a straoght lone basos over ots expected useful economoc life, 
as follows 

Short leasehold buoldmgs, plant and equopment and onfrastructure Improvements - over the remaomng lease 
term or remaomng asset life on lone woth the Concessoon Agreement as approproate, 

11 Assets on the course of constructoon are not deprecoated untol commossooned Once comm1ssooned, assets are 
deprecoated on lone woth the Concession Agreement Assets whoch are losted on the Concessoon Agreement are 
deprecoated over the1r economoc useful lofe wholst other assets are depreciated over the shorter of the lease term 
or theor economic useful life 

e) Operatong costs 

Operatmg costs are capotalosed durong the constructoon perood Followmg commossoomng, regular operatong and 
maontenance costs and London Overground Raol Operatoons Lomoted central costs are expensed to the profit 
and loss account as oncurred 

f) Stocks 

Stocks are stated at the lower of cost and net realisable value Stock materoals are held at an average umt 
proce In determonong the cost of raw materoals, consumables and goods purchased for resale, the average cost 
os used 

15 



London Overground Rail Operations Limited 

Notes to the financial statements for the year ended 31 March 2011 (continued) 

1. ACCOUNTING POLICIES (continued) 

g) Defined Benefit Schemes 

The Company operates a defined benefit scheme prov1d1ng benefits based on f1nal pensionable pay The 
assets of the scheme are held separately from those of the Company Contnbut1ons to the scheme are charged 
to the profit and loss account so as to spread the cost of pens1ons over employees' work1ng hves w1thln the 
Company 

For the Company's defined benefit scheme, 1n accordance w1th FRS 17 'Ret1rement Benefits' the serv1ce cost of 
the pens1on proviSIOn relat1ng to the penod, together w1th the cost of any benef1ts relating to past serv1ce, IS 
charged to the profit and loss account A charge equal to the 1ncrease 1n present value of the scheme hab1ht1es 
and a credit eqUivalent to the Company's long term expected returns on the assets are Included 1n the profit and 
loss account under 1nterest 

The d1fference between the market value of the assets of the scheme and the present value of the accrued 
pens1on hab1ht1es 1s shown as an asset or hab1hty on the balance sheet net of deferred tax Any difference 
between the expected return on assets and that actually ach1eved IS recogmsed 1n the statement of total 
recogmsed ga1ns and losses along w1th differences ans1ng from expenence or assumption changes 

h) Leased assets 

The Company does not have any assets f1nanced through a f1nance lease All leases are therefore regarded as 
operating leases and the payments made under them are charged to the profit and loss account over the lease 
term on a straight hne bas1s 

1) Intangible f1xed assets 

lntang1ble fixed assets are the costs Incurred by the Company to obtain the London Ra1l Concess1on B1dd1ng 
costs, Incurred by the Company's parents pnor to contract award on the 2 July 2007, have been charged to the 
Company where they have been cap1tahsed as an mtang1ble f1xed asset and amort1sed over the hfe of the 
Concession In accordance w1th F1nanc1al Reporting Standard 11, the ~ntang1ble fixed asset 1s subject to an 
1mpa1rment rev1ew each year to ensure that 1! IS recorded 1n the Fmanc1al Statements at no more than the 
recoverable amount 

The Company has expensed all costs Incurred after bemg awarded the Concession on the 2 July 2007 unt1l 
trading commenced on the 11 November 2007 

J) Long-term contract balances 

Amounts recoverable on long-term contracts wh1ch are Included 1n debtors are stated at the net sales value of 
the work earned out less amounts rece1ved as progress payments on account Excess progress payments are 
Included 1n creditors as payments on account 

16 



London Overground Ra11 Operat1ons Limited 

Notes to the financial statements for the year ended 31 March 2011 (contmued) 

2 TURNOVER 

Turnover ongmates 1n the Umted K1ngdom and denves from the operation of passenger railway serv1ces and 
assoc1ated act1v1t1es 

Turnover for the year can be analysed as follows 

Concession payments 
Enhancement mcome 
Compensat1on payments rece1ved for late delivery of new fleet 
Passenger 1ncome 
Performance reg1me 1ncome 
Stat1on 1ncome rece1ved 
Depot 1ncome 
Other 

3 OPERATING PROFIT 

Operatmg prof1t for the year 1s stated after charg1ng 

Access charges payable to Network Ra11 
Operatmg lease rentals 

- roll1ng stock charge 
-other plant and equipment 

Deprec1at1on and amort1sat1on 
- tang1ble fixed assets, owned 
- 1ntang1ble assets 

Auditor's remuneration 
- fees payable to the Company's aud1tor 
for the aud1t of the Company's annual accounts 

- fees payable to the Company's aud1tor 
for non aud1t serv1ces 

17 

Year ended 31 
March 2011 

£'000 

80,866 
25,234 

6,876 
3,545 
3,990 
1,725 
4,017 

126,253 

Year ended 31 
March 2011 

£'000 

10,464 

2,102 
1,627 

1,471 
560 

44 

1 

Year ended 31 
March 2010 

£'000 

71,046 
8,470 
6,128 
4,902 
4,131 
2,832 
1,370 
3,138 

102,017 

Year ended 31 
March 2010 

£'000 

11,462 

4,807 
1,623 

1 '137 
559 

35 



London Overground Rail Operations Limited 

Notes to the financial statements for the year ended 31 March 2011 (continued) 

4 DIRECTORS' REMUNERATION 

Emoluments 
Company contnbut1on to money purchase pens1on 
schemes 

The number of directors who· 

Are members of a defined pens1on scheme 

5. STAFF NUMBERS 

Year ended 31 
March 2011 

£'000 

56 
8 

64 

Year ended 31 
March 2011 

No. 

1 

1 

Year ended 31 
March 2010 

£'000 

Year ended 31 
March 2010 

No 

The average number of people employed by the Company dunng the year, mcludmg d1rectors, was as follows 

Customer Serv1ces 
Operations 
Fleet 
General 

18 

Year ended 31 
March 2011 

No. 

484 
433 
108 
104 

1,129 

Year ended 31 
March 2010 

No 

377 
379 

78 
106 

940 



London Overground Rail Operations Limited 

Notes to the financial statements for the year ended 31 March 2011 (continued) 

5. STAFF NUMBERS (Contmued) 

The aggregate payroll costs of these people were as follows 

Wages and salanes 
Soc1al secunty costs 
Other pens1on costs 

6 NET INTEREST RECEIVABLE 

Interest receivable and similar income 
Interest receivable on bank depos1ts 
Interest receivable on pens1on assets 

Year ended 31 
March 2011 

£'000 

41,185 
3,206 
5,510 

49,901 

Year ended 31 
March 2011 

£'000 

56 
817 

873 

I 

Interest payable and similar charges 
Interest payable on Subordmate Debt 
Interest payable on Semor Debt 
Other 

(6~) I 

!60) 

Net 1nterest receivable 813 

19 

I 

Year ended 31 
March 2010 

£'000 

29,934 
2,669 
2,642 

35,245 

Year ended 31 
March 2010 

£'000 

2~~ I 
342 

(1 ~71 

{117) 

225 



London Overground Rail Operations Limited 

Notes to the financial statements for the year ended 31 March 2011 (contmued) 

7. TAX CHARGE ON PROFIT ON ORDINARY ACTIVITIES 

Analysis of tax charge for the year 

Current tax 
UK corporat1on tax 
Group relief payable 

Adjustments in respect of previous periods 
UK Corporation tax 
Group relief payable 

Total current tax 

Deferred tax 
Ong1nat1on and reversal of t1mmg differences (note 16) 
Deferred tax ans1ng on defined benefit cost (note 22) 
Adjustment m respect of pnor penods 
Adjustment due to Rate Change 

Total deferred tax 

Total tax on profit on ordinary activities 

Factors affectmg the tax charge for the current penod 

Year ended 31 
March 2011 

£'000 

175 
567 

(311) 
296 

727 

73 
(297) 

(37) 
33 

(228) 

499 

Year ended 31 
March 2010 

£'000 

355 
1,068 

27 

1,450 

(113) 
116 
(26) 

(23) 

1,427 

The differences between the total current tax charge shown above and the amount calculated by apply1ng the 
standard rate of UK corporat1on tax to the prof1t before tax are as follows 

Profit on ord1nary act1v1t1es before tax 

Profit on ordinary act1v1t1es multiplied by the standard rate 
of corporation tax 1n the UK of 28% (2010 28%) 

Effects of: 
Expenses not deductible for tax purposes 
Capital allowances 1n excess of deprec1at1on 
Other t1mmg differences 
FRS 17 adjustment 
FRS 17 adjustment -finance 1ncome 
FRS 17 adjustment- other adjustment 
Rate Difference 
Adjustments to tax charge m respect of prev1ous penods 
Tax charge for the year 

20 

Year ended 31 
March 2011 

£'000 

1,634 

457 

55 
10 

(83) 
546 
(229) 

(14) 
(15) 

727 

Year ended 31 
March 2010 

£'000 

4,431 

1,241 

185 
53 
60 

(98) 
(80) 
62 

27 
1,450 



London Overground Rail Operations Limited 

Notes to the financial statements for the year ended 31 March 2011 (contmued) 

8 INTANGIBLE FIXED ASSETS 

Cost of 
Concess1on 

£'000 
Cost 
As at 1 Apnl 2010 and 31 March 2011 3,919 

Amortisation 
As at 1 Apnl 201 0 (1 ,346) 
Charge for the year (560) 
At 31 March 2011 (1,906) 

Net book value 
As at 31 March 2011 2,013 
As at 31 March 2010 2,573 

9 TANGIBLE FIXED ASSETS 

Infrastructure 
Improvements 

Short Plant and Under 
leasehold machinery construction Total 

£'000 £'000 £'000 £'000 
Cost 
At 1 Apnl 2010 3,912 3,022 178 7,112 
Add1t1ons 252 300 157 709 
Transfers 85 89 (178) (4) 

At 31 March 2011 4,249 3,411 157 7,817 

Depreciation 
At 1 Apnl 2010 (662) (1 ,278) (1,940) 
Charge for the year (864) (607) (1,471) 

At 31 March 2011 (1,526) (1,885) (3,411) 

Net book value 
As at 31 March 2011 2,723 1,526 157 4,406 

As at 31 March 2010 3 250 1,744 178 5,172 

21 



London Overground Ra11 Operations Limited 

Notes to the financial statements for the year ended 31 March 2011 (contmued) 

10 STOCKS 

31 March 2011 31 March 2010 
£'000 £'000 

Raw matenals and consumables 1,222 597 
Obsolete stock prov1s1on (213) (277) 

1,009 320 

11 DEBTORS 

31 March 2011 31 March 2010 
£'000 £'000 

Due w1thm one year 

Trade debtors 3,172 4,678 
Rail settlement plan 7,516 1,787 
Amounts owed by related part1es 466 107 
Other debtors 1,752 1,620 
Prepayments and accrued 1ncome 33,357 15,981 

46,263 24,173 
Due after more than one year 

Deferred tax 425 494 

46,688 24,667 

12. CASH AT BANK AND IN HAND 

Cash on depoSit, at bank and 1n hand 1s £12 4 m1lhon (2010 £12 1 m1lhon) Th1s mcludes a cash balance of 
£2 3mllhon (201 0 £2 2 m1lhon) held to meet the requ1rements of the Concession Agreement set out by 
Transport for London The Company 1s requ1red to retam th1s 1n a separate bank account and these balances 
are therefore not available for other corporate purposes 

22 



London Overground Ra11 Operations Limited 

Notes to the financial statements for the year ended 31 March 2011 (continued) 

13. ANALYSIS OF NET FUNDS 

Cash 1n hand and at bank 
Profit share owed to Ra1l for London due more 
than one year 
Subordinated debt due more than one year 

Net funds 

At March 
2010 

£'000 

12,129 

(2,000) 

10,129 

Cash flow 

£'000 

242 

242 

Non 
Cash 
1tem 
£'000 

At March 
2011 

£'000 

12,371 

(2,000) 

10,371 

The profit share owed to Ra11 for London IS based on calculations as set out 1n the Concess1on Agreement 
between the Company and Ra1l for London In accordance w1th the Agreement, no amounts are payable until 
after 31 March 2011 

RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET FUNDS 

31 March 31 March 
2011 2010 

£'000 £'000 

lncrease/(Decrease) 1n cash m the year 242 (5,761) 

Decrease 1n profit share owed to Ra11 for London due more 454 
than one year 
Decrease 1n subordmated debt due 1n more than one year 3,000 

lncrease/(Decrease) 1n net funds 242 (2,307) 
Opemng net funds 10,129 12,436 

Closmg net funds 10,371 10,129 

23 
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London Overground Rail Operations Limited 

Notes to the financial statements for the year ended 31 March 2011 (continued) 

13 ANALYSIS OF NET FUNDS (contmued) 

RECONCILIATION OF OPERATING PROFIT TO NET CASH INFLOW FROM OPERATING ACTIVITIES 

Operating prof1t 
Deprec1at1on and amort1sat1on 
(lncrease)/Decrease m stocks 
Increase 1n debtors 
Increase 1n cred1tors 

Net cash Inflow from operat1ng act1v1t1es 

14 CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR 

Trade cred1tors 
Ra11 settlement plan creditors 
Amounts owed to related part1es 
Corporation tax payable 
Other taxat1on and soc1al secunty 
Other cred1tors 
Accruals and deferred mcome 
Deferred season t1cket 1ncome 

24 

Year ended 31 
March 2011 

£'000 

821 
2,031 

(689) 
(21,793) 
20,624 

994 

31 March 
2011 
£'000 

6,341 
8,221 
3,244 

218 
2,306 
3,377 

31,211 
1,106 

56,024 

Year ended 31 
March 2010 

£'000 

4,206 
1,696 

62 
(13,922) 

8,239 

281 

31 March 
2010 
£'000 

2,587 
5,712 
2,351 

355 
2,408 

670 
21,499 

785 

36,367 



London Overground Rail Operations Limited 

Notes to the financial statements for the year ended 31 March 2011 (continued) 

15. CREDITORS: AMOUNTS FALLING DUE AFTER ONE YEAR 

31 March 31 March 
2011 2010 

£'000 £'000 

Amounts owed to Ra1l for London 
Amounts owed to Shareholders 2,000 2.000 

2,000 2,000 

Analysis of debt: 
Debt can be analysed as fallmg due 

Between one and two years 
Between two and f1ve years 2,000 2,000 
In f1ve years or more 

2,000 2,000 

The Company has a subordinated debt facility w1th MTR Corporation L1m1ted and DB Reg1o UK L1m1ted 
(formerly Lamg Rail) for £2 m1ll1on, th1s 1s repayable on the earlier of the date of exp1ry, or term1nat1on, of the 
term of the London Ra1l Concess1on under the Concess1on Agreement, however 1! can also be repa1d earlier 
Interest JS charged at 2 5% per annum above the published Bank of England base rate and IS payable quarterly 

16 DEFERRED TAX 

At 1 Apnl 2010 
Adjustment 1n respect of pnor penods 
Rate Change 
Provided dunng the year 

At 31 March 2011 

Difference between accumulated deprecJabon, amortJsat1on and cap1tal 
allowances 
Other bmmg differences 

Deferred tax asset 

25 

£'000 

494 
37 

(33) 
(73) 

425 

239 
186 

425 



London Overground Rail Operations Limited 

Notes to the financial statements for the year ended 31 March 2011 (continued) 

17. CALLED UP SHARE CAPITAL 

Authorised: 
Ordmary shares of £1 each 

Allotted, called up and fully paid: 
2 Ord1nary shares of £1 each 

18 MOVEMENT IN RESERVES 
Pens1on 
Reserve 

£'000 

At 31 March 2010 

Profrt for the year 
Actuanal gam on post retirement obhgat1ons 1,132 
Deferred tax relating to post ret1rement obhgat1on (297) 
Current pens1on serv1ce cost 1n excess of current 
contnbut1on (1,481) 
Other fmance mcome 817 
Employers share of Interest cost (2,258) 
Expected return on sect1on assets 1,790 
Deferred tax ans1ng on defined benefit cost 297 

At 31 March 2011 

19 RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS 

Profit for the year 
Actuanal ga1n on post retirement obhgat1ons 
Deferred tax relat1ng to post retirement obhgat1on 

Net Increase 1n shareholders' funds 

Opemng shareholders' funds 

Clos1ng shareholders' funds 

26 

31 March 2011 
No 

2 

£ 

2 

Profit and 
Loss account 

£'000 

6,493 

1,135 

1,481 
(817) 

2,258 
(1 '790) 

(297) 

8,463 

Year ended 31 
March 2011 

£'000 

1,135 
1,132 

(297) 

1,970 

6,493 

8,463 

31 March 2010 
No 

2 

£ 

2 

Total 
£'000 

6,493 

1,135 
1,132 

(297) 

8,463 

Year ended 31 
March 2010 

£'000 

3,004 
693 
(194) 

3,503 

2,990 

6,493 



London Overground Ra11 Operat1ons Limited 

Notes to the financial statements for the year ended 31 March 2011 (continued) 

20. FINANCIAL COMMITMENTS 

The Company has the following annual commitments, amounting to £2 3 m1lhon due under operat1ng leases, 
wh1ch exp1re as follows 

Operat1ng leases wh1ch exp1re 
W1th1n 1 year 
Between 1 and 5 years 
In f1ve years or more 

Rolling stock 
£'000 

2,262 

2,262 

The Company has contracts w1th Network Ra11 Infrastructure L1m1ted for access to the ra1lway track 
Infrastructure (track, stat1on and depots) These contracts are for a rema1mng penod of three years The 
contracts may be term~nated by JOint agreement between the compames 

The Company 1s comm1tted to pay a f1xed charge of £5 9 m1ll1on (201 0 £4 8 m1ll1on) 1n the next f1nanc1al year 
1nclud1ng £3 6 m1lhon for stat1on and depot leases Thereafter Network Ra11 contracts Will nse by RPI In 
add1t1on, a vanable fixed charge 1s lev1ed on the bas1s of tra1n m1les actually run 

21 TRANSACTIONS WITH RELATED PARTIES 

Dunng the penod the Company purchased goods and serv1ces from assoc1ated undertakings as shown 

MTR Corporation Llm1ted 
DB Reg1o UK Limited 
Chiltern Railway Company Llm1ted 

27 

Year ended 31 
March 2011 

£'000 

10 
578 
339 

927 

Year ended 31 
March 2010 

£'000 

152 
502 
209 

863 



London Overground Rail Operations Limited 

Notes to the financial statements for the year ended 31 March 2011 (continued) 

21. TRANSACTIONS WITH RELATED PARTIES (continued) 

Amounts owed to I (owed from) related part1es 

MTR Corporation L1m1ted 
DB Reg1o UK Llm1ted 
Chiltern Railway Company L1m1ted 
Tyne and Wear Metro L1m1ted 

The relat1onsh1p of the Company to these compames 1s as follows 

31 March 
2011 

£'000 

1,607 
1,607 
(382) 

(66) 

2,766 

31 March 
2010 

£'000 

1,176 
1 '175 

(107) 

2,244 

MTR Corporabon L1m1ted owns 50% of the JOint venture along w1th DB Reg1o UK L1m1ted who owns the other 
50% Chiltern Railway Company L1m1ted 1s a 100% owned subs1d1ary of M40 Trams L1m1ted who 1n turn IS 

100% owned by DB Reg1o UK L1m1ted 

Shareholder loans 

The Company has the follow1ng long-term subordinated debt from 1ts shareholders 

MTR Corporat1on L1m1ted 
DB Reg1o UK Llm1ted 

31 March 
2011 

£'000 

1,000 
1,000 

2,000 

Interest charged to the Company for long-term subordinated debt dunng the penod as shown 

MTR Corporation L1m1ted 
DB Reg1o UK L1m1ted 

28 

Year ended 31 
March 2011 

£'000 

30 
30 

60 

31 March 
2010 

£'000 

1,000 
1,000 

2,000 

Year ended 31 
March 2010 

£'000 

59 
58 

117 



London Overground Ra11 Operations Limited 

Notes to the financial statements for the year ended 31 March 2011 (contmued) 

22. POST RETIREMENT OBLIGATIONS 

Closmg pens1on scheme llab1llty 

Deferred tax asset 

Net pens1on liability 

Defined benefit pension schemes 

31 March 
2011 

£'000 

31 March 
2010 

£'000 

The Company operates a defined benef1t scheme for the benefit of the employees and executive directors The 
London Overground Sect1on IS part of the Railways Pens1on Scheme, but 1ts assets and liabilities are identified 
separately from the remamder of the Scheme The assets of the London Overground Sect1on are admm1stered 
by trustees m a fund Independent from the assets of the Company 

The London Overground Sect1on IS a shared cost arrangement whereby the Company 1s only responsible for a 
share of the cost The figures reported below therefore represent only the Company's share of the cost. except 
that the tables reconc1llng the Sect1on hab1llt1es and assets from the start to the end of the year are presented 
before the deduction of the members' share of the def1ned benefit cost, or the surplus or def1c1t This 1s for 
Simplicity of mterpretat1on and for cons1stency w1th the llab1llt1es and assets quoted 1n the table showmg the 
pens1on scheme liability or asset at the end of the year 

Employer contnbut1ons for the year endmg 31 March 2011 are 15 9% of Sect1on pay, equal to 60% of the long­
term JOmt contnbut1on rate of 26 5% of Sect1on Pay Th1s rate w1ll be rev1ewed followmg complet1on of the next 
actuanal valuation of the Sect1on due 31 December 2010 

The contnbubons are determmed by a quallf1ed actuary on the bas1s of tnenmal valuabons us1ng the projected 
umt method 

There were no outstand1ng or prepaid contnbut1ons at e1ther the begmnmg or the end of the financial penod 

The London Overground Sect1on IS open to new members 
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London Overground Ra11 Operations Limited 

Notes to the financial statements for the year ended 31 March 2011 (continued) 

22. POST RETIREMENT OBLIGATIONS (continued) 

Membership data 

ActiVe members 
Number of act1ve members 
Annual payroll for act1ve members (£'000) 
Average age of act1ve members 

Deferred members 
Number of deferred members 
Total payroll for deferred pens1ons (£'000) 
Average age of deferred members 

Pens1oner members (mcludmg dependants) 
Number of pens1oner members 
Annual payroll for pens1on members (£000) 
Average age of pensioner members 

Summary of assumptions 

Rate of mcrease m salanes 
Rate of Increase for pens1ons 1n payment 
DISCOUnt rate 
lnflat1on 
Rates of mcrease for deferred pensioners 

31 March 
2011 

No. 

937 
28,599 

43 years 

100 
169 

44 years 

22 
105 

62 years 

31 March 
2011 
%pa 

46 
2.6 
56 
36 
26 

31 March 
2010 

No 

843 
24,554 

43 years 

70 
121 

43 years 

17 
67 

62 years 

31 March 
2010 

% pa 

48 
38 
55 
38 
38 

The assumptions used by the actuary are the best estimates chosen from a range of possible actuanal 
assumptions that, due to the t1mescale covered, may not necessanly be borne out 1n pract1ce 

Mortality rates 

Male currently age 65 Pens1on under £8,500 pa or pensionable pay under £30,000 pa 
Others 

Male currently age 45 Pens1on under £8,500 pa or pensionable pay under £30,000 pa 
Others 

Female currently age 65 Pens1on under £3,000 pa or pensionable pay under £30,000 pa 
Others 

Female currently age 45 Pens1on under £3,000 pa or pensionable pay under £30,000 pa 
Others 

30 

31 March 
2011 

Years 

19.8 
21 5 

22.2 
23.7 

21.7 
22.7 

23.2 
24.2 



London Overground Rail Operations Limited 

Notes to the financial statements for the year ended 31 March 2011 (continued) 

22. POST RETIREMENT OBLIGATIONS (continued) 

Pension scheme liability at end of year 

The fa1r value of the London Overground Schemes' assets. wh1ch are not Intended to be realised m the short­
term and may be subject to s1gmf1cant change before they are realised, and the present value of the scheme's 
hab1llt1es, wh1ch are denved from cash flow projections over long penods and are thus mherently uncertam, 
were 

EqUitieS 
Government Bonds 
Non-Government Bonds 
Property 
Other 

Fa1r value of plan assets 
Present value of scheme 
llab1l1t1es 

Defocot m the scheme 
Members' share of defocot 
Defocot expected to be 
recovered after end of 
concessoon penod 

Employer's share of gross 
pensoon llabollty 
Related deferred tax asset 

Net pensoon llabohty 

Expected rate 
of return 

% 

78 
44 
5.5 
7.5 
38 

7.6 

31 March Expected rate 
2011 of return 
£'000 % 

42,020 83 
2,186 45 

76 
373 39 

44,579 78 

(62,942) 

(18,363) 
7,345 

11,018 

The amount of thos net pensoon habollty would have a consequentoal effect on reserves 

31 

-----------

31 March 
2010 
£'000 

27,704 
3,666 

2,958 
382 

34,710 

(59,477) 

(24, 767) 
9,907 

14 860 



London Overground Rail Operations Limited 

Notes to the financial statements for the year ended 31 March 2011 (continued) 

22. POST RETIREMENT OBLIGATIONS (continued) 

Reconciliation of pension scheme liability 

Opemng Pens1on Scheme hab1hty 
Employer's share of pens1on cost 
Employer contnbut1ons 
Actuanal ga1n recogmsed m the STRGL 

Clos1ng pens1on scheme hab1l1ty 

Year ended 
31 March 2011 

£'000 

{4,616) 
3,484 
1,132 

Year ended 
31 March 2010 

£'000 

(1,107) 
(2,611) 
3,025 

693 

The actuanal loss recogmsed 1n the statement of total recogmsed ga1ns and losses represents the Company's 
proportionate share of the expenenced ga1ns and losses ans1ng on the scheme's hab1ht1es and assets 1n the 
year Due to the elements of the scheme's def1c1t allocated to members and the proportion expected to be 
recovered after the end of the concess1on penod 11 IS not meamngful to allocate th1s amount between 1ts 
constituent parts 

Disclosed pension cost 

Employer's share of serv1ce cost 
Employer's share of Interest cost 
Interest on concess1on adjustment 
Employer's share of expected return on assets 

Employer's share of pens1on cost 

32 

Year ended 
31 March 2011 

£'000 

4,965 
2,258 
(817) 

(1,790) 

4,616 

Year ended 
31 March 2010 

£'000 

2,674 
1,396 

(286) 
{1,173) 

2,611 



London Overground Rail Operations Limited 

Notes to the financial statements for the year ended 31 March 2011 (continued) 

22 POST RETIREMENT OBLIGATIONS (contmued) 

Changes m the present value of the defined benefit obligation 

Opemng scheme hab1ht1es 
Serv1ce cost 
Interest cost 
Expenence ga1ns/(losses) on the scheme hab1ht1es 
Benefits pa1d 

Present value of scheme hab1ht1es 

Reconc11iat1on of value of assets 

Opemng value of scheme assets 
Expected return on assets 
(Loss)/Gam on assets 
Employer contnbut1ons 
Member contnbut1ons 
Benefits pa1d 

Closmg fa1r value of plan assets 

Year ended 
31 March 2011 

£'000 

(59,477) 
(8,224) 
(3,763) 

10,029 
(1,507) 

(62,942) 

Year ended 
31 March 2011 

£'000 

34,710 
2,983 

(308) 
3,484 
2,203 
1,507 

44,579 

Year ended 
31 March 2010 

£'000 

(30,211) 
(4,405) 
(2,327) 

(22,237) 
(297) 

(59,477) 

Year ended 
31 March 2010 

£'000 

21,261 
1,955 
6,418 
3,025 
1,754 

297 

34,710 

Costs and 1ncome that were reflected on the shared cost bas1s 1n the profit and loss account and statement of 
total recogmsed gams and losses for the London Overground Scheme has been grossed up to 100% 
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London Overground Ra11 Operations Limited 

Notes to the financial statements for the year ended 31 March 2011 (continued) 

22. POST RETIREMENT OBLIGATIONS (continued) 

Historical mformation in respect of the gross value of the scheme 

31 March 31 March 31 March 
2011 2010 2009 

' £'000 £'000 £'000 

Present value of scheme hab1ht1es 62,942 59,477 30,211 
Fa1r value of scheme assets 44,579 34,710 21,261 
Gross def1c1t m the scheme (18,363) (24,767) (8,950) 
Expenence ga1n on scheme hab1ht1es 2,416 1,174 (191) 
Expenence loss on scheme assets 185 (3,851) 5,681 

23. CONTINGENT LIABILITIES 

The Company has one performance bond w1th Bayensche Landesbank dated 23 July 2010 for £10,797,456, 
th1s bond exp1res at the end of the concess1on and has been guaranteed by Deutsche Bahn AG, Germany 

24 ULTIMATE PARENT COMPANY 

The Company 1s owned and JOintly controlled by DB Reg1o UK Llm1ted and MTR Corporat1on L1m1ted The 
Directors cons1der there to be no ult1mate controlling party and no ultimate parent undertakmg 

25 SUBSEQUENT EVENTS 

On 2 December 2011 The Company made a payment of £1,000,000 to MTR Corporation L1m1ted and a 
payment of £1,000,000 to DB UK Regg1o L1m1ted for the repayment 1n full of the long-term subordinated debt 
from 1ts shareholders 
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