NETWORK RAIL INFRASTRUCTURE LIMITED

PRELIMINARY RESULTS

Financial highlights 
For the year ended 31 March 2008
	
	2008
	2007

	 
	£m
	£m

	
	
	

	Revenue
	5,960
	5,795

	
	
	

	Operating profit
	2,412
	2,278

	
	
	

	Profit before tax
	1,597
	1,478

	
	
	

	Profit after tax
	1,189
	1,035

	
	
	

	Net cash from operating activities
	2,434
	2,428

	
	
	

	Net debt
	(19,743)
	(18,394)

	
	
	

	Net assets
	7,162
	5,658

	
	
	

	Railway network fixed assets
	31,443
	28,304

	
	
	

	Investment property
	949
	948

	
	
	

	Capital expenditure
	3,952
	3,326

	 
	 
	 


Income statement


For the year ended 31 March 2008
	
	Notes
	2008
	2007

	
	
	Group
	Group

	 
	 
	£m
	£m

	
	
	
	

	Revenue
	2
	5,960
	5,795

	
	
	
	

	Net operating costs
	3
	(3,548)
	(3,517)

	 
	 
	 
	 

	Operating profit
	
	2,412
	2,278

	
	
	
	

	Revaluation movements and profits on disposal of properties
	
	34
	102

	
	
	
	

	Total profit from operations
	4
	2,446
	2,380

	
	
	
	

	Investment revenue
	
	132
	67

	Other gains and losses
	
	33
	(25)

	Finance costs
	
	(1,014)
	(944)

	 
	 
	 
	 

	Profit before tax
	
	1,597
	1,478

	
	
	
	

	Tax
	5
	(408)
	(443)

	
	
	
	

	Profit for the year attributable to equity shareholders
	 
	1,189
	1,035


All amounts in the current and prior years relate to continuing operations.

Under section 230 of the Company's Act 1985 the Group has elected to take the exemption with regard to disclosing the Company Income statement. The Company’s net profit for the year was £1,212m (2007: £1,129m).

Statements of recognised income and expense


For the year ended 31 March 2008
	
	2008
	
	2007
	
	2008
	
	2007

	
	Group
	
	Group
	
	Company
	
	Company

	 
	£m
	
	£m
	
	£m
	
	£m

	Recognised income and expense in the year
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Gains on revaluation of the railway network
	403
	
	73
	
	403
	
	73

	
	
	
	
	
	
	
	

	Gains/(losses) on cash flow hedges
	370
	
	(183)
	
	(32)
	
	33

	
	 
	
	 
	
	 
	
	 

	Exchange differences on retranslation of foreign currency debt taken to hedging reserve
	(393)
	
	351
	
	-
	
	-

	
	(23)
	
	168
	
	(32)
	
	33

	
	
	
	
	
	
	
	

	Actuarial (losses)/gains on defined benefit pension schemes
	(133)
	
	122
	
	(133)
	
	122

	
	
	
	
	
	
	
	

	Tax on items taken directly to equity
	(69)
	
	(106)
	
	(67)
	
	(64)

	
	
	
	
	
	
	
	

	Impact of change in corporation tax rate
	134
	
	-
	
	135
	
	-

	 
	 
	
	 
	
	 
	
	 

	Net income recognised directly in equity
	312
	
	257
	
	306
	
	164

	
	
	
	
	
	
	
	

	Transfers
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Transferred to the Income statement on cash flow hedges
	4
	
	4
	
	4
	
	4

	
	
	
	
	
	
	
	

	Tax on items transferred from equity
	(1)
	
	(1)
	
	(1)
	
	(1)

	
	
	
	
	
	
	
	

	 
	3
	
	3
	
	3
	
	3

	
	
	
	
	
	
	
	

	Profit for the year
	1,189
	
	1,035
	
	1,212
	
	1,129

	
	
	
	
	
	
	
	

	Total recognised income and expense for the year attributable to equity shareholders
	1,504
	
	1,295
	
	1,521
	
	1,296


Balance sheets

At 31 March 2008
	
	Notes
	2008
	
	2007
	
	2008
	
	2007

	
	
	Group
	
	Group
	
	Company
	
	Company

	 
	 
	£m
	 
	£m
	 
	£m
	 
	£m

	Assets
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Non-current assets
	
	
	
	
	
	
	
	

	Intangible assets
	
	74
	
	75
	
	-
	
	-

	Property, plant and equipment - the railway network
	6
	31,443
	
	28,304
	
	31,443

9
	
	28,304

	Investment property
	
	949
	
	948
	
	949
	
	948

	Investment in subsidiaries
	
	-
	
	-
	
	49
	
	49

	Loan to immediate parent company
	
	368
	
	348
	
	368
	
	348

	Loan to other Group company
	
	-
	
	-
	
	91
	
	93

	Derivative financial instruments
	
	98
	
	41
	
	19
	
	39

	Finance lease receivables
	
	12
	
	16
	
	12
	
	16

	Total non-current financial assets
	
	478
	
	405
	
	490
	
	496

	 
	 
	32,944
	 
	29,732
	 
	32,931
	 
	29,797

	
	
	
	
	
	
	
	
	

	Current assets
	
	
	
	
	
	
	
	

	Inventories
	
	64
	
	49
	
	64
	
	49

	Finance lease receivables
	
	3
	
	3
	
	3
	
	3

	Trade and other receivables
	
	680
	
	626
	
	788
	
	538

	Derivative financial instruments
	
	307
	
	1
	
	55
	
	1

	Held-to-maturity investments
	
	8
	
	-
	
	-
	
	-

	Available-for-sale financial assets
	
	47
	
	-
	
	-
	
	-

	Cash and cash equivalents
	 
	543
	 
	193
	 
	-
	 
	13

	
	
	1,652
	
	872
	
	910
	
	604

	
	
	
	
	
	
	
	
	

	Total assets
	 
	34,596
	 
	30,604
	 
	33,841
	 
	30,401

	
	
	
	
	
	
	
	
	

	Current liabilities
	
	
	
	
	
	
	
	

	Trade and other payables
	
	(2,388)
	
	(2,210)
	
	(2,423)
	
	(2,043)

	Bank loans and overdrafts
	
	(5,077)
	
	(2,862)
	
	(4,412)
	
	(2,913)

	Derivative financial instruments
	
	(69)
	
	(105)
	
	(24)
	
	(42)

	Short-term provisions
	 
	(12)
	 
	(15)
	 
	(12)
	 
	(15)

	
	
	(7,546)
	
	(5,192)
	
	(6,871)
	
	(5,013)

	
	
	
	
	
	
	
	
	

	Net current liabilities
	 
	(5,894)
	 
	(4,320)
	 
	(5,961)
	 
	(4,409)

	
	
	
	
	
	
	
	
	

	Non-current liabilities
	
	
	
	
	
	
	
	

	Bank loans 
	
	(15,255)
	
	(15,715)
	
	(15,227)
	
	(15,902)

	Derivative financial instruments
	
	(60)
	
	(199)
	
	-
	
	-

	Other payables
	
	(1,429)
	
	(1,129)
	
	(1,429)
	
	(1,129)

	Retirement benefit obligation
	
	(370)
	
	(248)
	
	(370)
	
	(248)

	Long-term provisions
	
	-
	
	(18)
	
	-
	
	(18)

	Deferred tax liabilities
	
	(2,765)
	
	(2,435)
	
	(2,768)
	
	(2,435)

	Obligations under finance leases 
	 
	(9)
	 
	(10)
	 
	(9)
	 
	(10)

	
	
	(19,888)
	
	(19,754)
	
	(19,803)
	
	(19,742)

	
	
	
	
	
	
	
	
	

	Total liabilities
	 
	(27,434)
	 
	(24,946)
	 
	(26,674)
	 
	(24,755)

	
	
	
	
	
	
	
	
	

	Net assets
	 
	7,162
	 
	5,658
	 
	7,167
	 
	5,646

	
	
	
	
	
	
	
	
	

	Equity 
	
	
	
	
	
	
	
	

	Share capital
	7
	160
	
	160
	
	160
	
	160

	Share premium account
	7
	85
	
	85
	
	85
	
	85

	Revaluation reserve
	7
	4,511
	
	4,247
	
	4,511
	
	4,247

	Other reserve
	7
	1,458
	
	1,451
	
	1,458
	
	1,451

	Hedging reserve
	7
	(72)
	
	(57)
	
	(54)
	
	(33)

	Retained earnings
	7
	1,020
	
	(228)
	
	1,007
	
	(264)

	
	
	
	
	
	
	
	
	

	Total shareholders' funds and equity attributable to equity holders of the parent company
	 
	7,162
	 
	5,658
	 
	7,167
	 
	5,646


Cash flow statements

For the year ended 31 March 2008
	
	Note
	2008
	
	2007
	
	2008
	
	2007

	
	
	Group
	
	Group 
	
	Company
	
	Company

	 
	 
	£m
	 
	£m
	 
	£m
	 
	£m

	
	
	
	
	
	
	
	
	

	Net cash generated from operating activities
	8
	2,434
	 
	2,428
	 
	2,486
	 
	2,460

	
	
	
	
	
	
	
	
	

	Investing activities
	
	
	
	
	
	
	
	

	Interest received
	
	90
	
	71
	
	10
	
	47

	Purchases of property, plant and equipment - the railway network
	
	(3,544)
	
	(3,256)
	
	(3,544)
	
	(3,256)

	Proceeds on disposal of investment property
	
	63
	
	51
	
	63
	
	51

	Capital grants received
	
	328
	
	169
	
	328
	
	169

	Capital element of finance leases' receipts
	
	3
	
	3
	
	3
	
	3

	(Purchase)/sale of financial investments
	
	(53)
	
	161
	
	-
	
	-

	
	
	
	
	
	
	
	
	

	Net cash used in investing activities
	 
	(3,113)
	 
	(2,801)
	 
	(3,140)
	 
	(2,986)

	
	
	
	
	
	
	
	
	

	Financing activities
	
	
	
	
	
	
	
	

	Repayments of borrowings
	
	(4,414)
	
	(9,900)
	
	(4,822)
	
	(9,927)

	Repayments of obligations under finance leases
	
	(1)
	
	-
	
	(1)
	
	-

	New loans raised
	
	5,444
	
	10,435
	
	5,464
	
	10,435

	
	
	
	
	
	
	
	
	

	Net cash generated from financing activities
	 
	1,029
	 
	535
	 
	641
	 
	508

	 
	 
	 
	 
	 
	 
	 
	 
	 

	Net increase/(decrease) in cash and cash equivalents
	
	350
	
	162
	
	(13)
	
	(18)

	
	
	
	
	
	
	
	
	

	Cash and cash equivalents at beginning of the year
	
	193
	
	31
	
	13
	
	31

	
	
	
	
	
	
	
	
	

	Cash and cash equivalents at end of the year
	 
	543
	 
	193
	 
	-
	 
	13


Notes to the financial statements

For the year ended 31 March 2008
1. General information

The financial information set out in this preliminary announcement does not constitute the Company’s statutory accounts for the years ended 31 March 2008 or 31 March 2007 but is derived from those accounts. Whilst the financial information has been computed in accordance with International Financial Reporting Standards (IFRSs) this announcement does not itself contain sufficient information to comply with IFRSs. Statutory accounts for the year ended 31 March 2007 have been delivered to the Registrar of Companies and those for the year ended 31 March 2008 will be delivered following the Company’s annual general meeting. The auditors have reported on those accounts; their reports were unqualified and did not contain statements under s. 237 (2) or (3) Companies Act 1985.  The preliminary announcement has been prepared on the basis of the accounting policies as stated in the previous year’s financial statements and was approved by the board on 27 May 2008.
2. Revenue

	
	2008
	
	2007

	
	Group
	
	Group

	 
	£m
	 
	£m

	
	
	
	

	Passenger franchise revenue
	2,301
	
	2,206

	Revenue grants
	3,283
	
	3,227

	Freight revenue
	90
	
	95

	Property rental income
	219
	
	206

	Other income
	67
	
	61

	 
	 
	 
	 

	 
	5,960
	 
	5,795


The net effect of the performance regimes on the results of the Group and Company was net income of £68m (year to 31 March 2007: £89m).

3. Net operating costs

	
	2008
	
	2007

	
	Group
	
	Group

	 
	£m
	 
	£m

	
	
	
	

	Employee costs 
	1,536
	
	1,401

	Own costs capitalised
	(575)
	
	(482)

	Other external charges (including infrastructure maintenance costs)
	1,603
	
	1,691

	Other operating income
	(175)
	
	(148)

	
	
	
	

	Net operating costs before depreciation
	2,389
	 
	2,462

	
	
	
	

	Depreciation and other amounts written off non-current assets
	1,195
	
	1,086

	Capital grants amortised
	(36)
	
	(31)

	 
	 
	 
	 

	Net operating costs
	3,548
	 
	3,517


4. Profit from operations

Profit from operations is stated after charging/(crediting):

	
	2008
	
	2007

	
	Group
	
	Group

	 
	£m
	 
	£m

	
	
	
	

	Research and development costs
	1
	 
	1

	
	
	
	

	Depreciation and other amounts written off property, plant and equipment
	1,195
	 
	1,086

	
	
	
	

	Amortisation of intangible fixed assets
	1
	 
	2

	
	
	
	

	Profit on sale of properties
	(62)
	 
	(47)

	
	
	
	

	Decrease/(increase) in the fair value of investment properties
	28
	 
	(55)

	
	
	
	

	Cost of inventories recognised as an expense
	184
	 
	187

	
	
	
	

	Employee costs 
	1,536
	 
	1,401

	
	
	
	

	Amounts payable to auditors
	
	
	

	Fees payable to the Company's auditors for the audit of the Company's annual accounts
	0.35
	
	0.35

	Fees payable to the Company's auditors for other services to the Group
	
	
	

	 - The audit of the Company's subsidiaries pursuant to legislation
	0.03
	
	0.03

	Total audit fees
	0.38
	 
	0.38

	
	
	
	

	Other services pursuant to legislation
	
	
	

	 - Regulatory accounts audit and interim review
	0.12
	
	0.12

	 - Other
	0.01
	
	0.01

	Total non-audit fees
	0.13
	 
	0.13

	Total amounts payable to auditors
	0.51
	
	0.51


5. Tax

	
	2008
	
	2007

	
	Group
	
	Group

	 
	£m
	 
	£m

	
	
	
	

	Current tax:
	
	
	

	UK Corporation tax at 30% (2007: 30%):
	
	
	

	Corporation tax charge
	(19)
	
	(11)

	Less advance corporation tax (ACT) set off
	13
	
	7

	Corporation tax liability
	(6)
	 
	(4)

	Group relief payable to Network Rail Holdco Limited
	(8)
	
	(6)

	Total current tax
	(14)
	 
	(10)

	
	
	
	

	Deferred tax:
	
	
	

	Deferred tax at 28% (2007: 30%):
	
	
	

	Current year charge
	(440)
	
	(424)

	Change of corporation tax rate
	28
	
	-

	Prior year credit/(charge)
	18
	 
	(9)

	Total deferred tax
	(394)
	 
	(433)

	
	
	
	

	Total tax
	(408)
	 
	(443)


The tax charge for the year can be reconciled to the profit per the Income statement as follows:

	
	2008
	
	2007

	
	Group
	
	Group

	 
	£m
	 
	£m

	
	
	
	

	Profit before tax
	1,597
	 
	1,478

	
	
	
	

	Tax at the UK corporation tax rate of 28% (2007:30%)
	447
	
	443

	Adjustments in respect of prior years
	(18)
	
	9

	Change of corporation tax rate
	(28)
	
	-

	Permanent differences
	20
	
	(2)

	Advance Corporation Tax previously written off
	(13)
	
	(7)

	
	
	
	

	Tax charge for the year
	408
	 
	443

	
	
	
	


In addition to the amounts charged to the Income statement, deferred tax relating to the revaluation of the railway network amounting to £113m (2007: £19m) has been charged directly to equity. Movements on the hedging reserve amounting to £7m (2007: £50m charge), movements relating to retirement benefit obligations amounting to £37m (2007: £37m charge) and £134m (2007: £nil) relating to the impact of corporation tax rate change on brought forward deferred tax balances have been credited directly to equity.
Deferred tax is calculated at a rate of 28% (2007: 30%). 28% (2007: 30%) is also used for the reconciliation above as the tax charge is substantially deferred tax.

UK corporation tax is calculated at a rate of 30% (2007: 30%). 
The Company and the Group have £26m (2007: £39m) of surplus ACT carried forward. No deferred tax asset has been provided in respect of this amount as it is uncertain that it can be utilised against tax liabilities in the foreseeable future.
6. Property, plant and equipment – the railway network

	
	Group and company

	 
	£m

	
	

	Valuation
	

	At 1 April 2006
	25,991

	Additions
	3,326

	Depreciation charge for the year
	(1,086)

	Revaluation in the year
	73

	 
	 

	At 1 April 2007
	28,304

	
	

	Additions
	3,952

	Depreciation charge for the year
	(1,195)

	Transfers to investment property
	(21)

	Revaluation in the year
	403

	
	

	At 31 March 2008
	31,443


In the year ended 31 March 2003 Ove Arup and Partners reviewed Network Rail Infrastructure Limited's engineering assessment of the replacement cost, depreciated replacement cost and useful economic lives of all the assets that comprise the railway network and confirmed in writing to the Directors that the basis upon which the assessment had been prepared was appropriate and that the resultant valuations and estimates were reasonable.
Ove Arup and Partners carried out an interim review in the year ended 31 March 2005 of the Company's engineering assessment of the replacement cost, depreciated replacement cost and useful economic lives of the railway network assets. This interim review updated the full review carried out in the year ended 31 March 2003.  Ove Arup and Partners confirmed in writing that the basis upon which the assessment was prepared continued to be appropriate and that there had been no material changes to the valuations and estimates derived in the year ended 31 March 2003.
The Directors have reviewed the assessments in the current year and are satisfied that they remain valid and appropriate at 31 March 2008.  A full review of the valuation and asset lives is prepared and externally verified as required.
The unimpaired depreciated replacement cost of the network (after excluding the replacement cost of embankments, cuttings and tunnels) is estimated at £63bn.
As the depreciated replacement cost of the railway network significantly exceeds its value in use, it is impaired down to its value in use at each reporting date. Given the interdependency of the assets comprising the railway network, the Group has concluded that the railway network is a single cash generating unit and that its value in use is the estimated future cash flows that will be generated in perpetuity, discounted at the Group's pre-tax cost of capital, as set by the Office of Rail Regulation (ORR) in its Access Charges Review. The estimate of the value in use is based on the Regulatory Asset Base (RAB) which is, in effect, a discounted future cash flow calculation adjusted for the net present value of any variances from the ORR's Determination included in the Group's Business Plans.
6. Property, plant and equipment – the railway network continued
The depreciation charge for any year is calculated using the average carrying value for the year and the estimated weighted average remaining useful economic life of the 
railway network. The estimated remaining weighted average useful economic life of the network is currently 25 years (2007: 25 years).
As at 31 March 2008 the comparable valuation of the railway network according to the historic cost convention is £25,748m.
As at 31 March 2008 and 31 March 2007 it is not possible to identify the undepreciated capitalised interest or the undepreciated finance leases, within the net book value of fixed assets. The undepreciated interest capitalised since the date of adoption of the network value as deemed cost on 1 April 2002 was £278m (2007: £195m). No finance leased assets have been acquired since 1 April 2002.
At 31 March 2008, the Group had entered into contractual commitments in respect of capital expenditure amounting to £1,130m (2007: £1,077m).

7. Reconciliation of changes in equity

	Group
	Share
	Share
	Revaluation 
	Other
	Hedging
	Retained
	Total

	
	Capital 
	Premium
	Reserve
	Reserve*
	Reserve
	Earnings
	

	
	£m
	£m
	£m
	£m
	£m
	£m
	£m

	At 1 April 2006
	160
	85
	4,337
	1,451
	(178)
	(1,492)
	4,363

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Revaluation of the railway network
	-
	-
	73
	-
	-
	-
	73

	Transfer of deemed cost depreciation from revaluation reserve
	-
	-
	(205)
	-
	-
	205
	-

	Increase in deferred tax liability on the railway network
	-
	-
	42
	-
	-
	(61)
	(19)

	Actuarial gains on defined benefit pension schemes
	-
	-
	-
	-
	-
	122
	122

	Deferred tax on actuarial gains
	-
	-
	-
	-
	-
	(37)
	(37)

	Decrease in fair value of hedging derivatives
	-
	-
	-
	-
	(183)
	-
	(183)

	Exchange differences on retranslation of foreign currency debt
	-
	-
	-
	-
	351
	-
	351

	Deferred taxation on all hedging reserve movements/retained earnings
	-
	-
	-
	-
	(50)
	-
	(50)

	
	
	
	
	
	
	
	

	Transfers
	
	
	
	
	
	
	

	Recycling of balances in hedging reserve to other gains and losses in the Income statement
	-
	-
	-
	-
	4
	-
	4

	Deferred tax on transfers
	-
	-
	-
	-
	(1)
	-
	(1)

	
	
	
	
	
	
	
	

	Net profit for the year
	-
	-
	-
	-
	-
	1,035
	1,035

	At 31 March 2007
	160
	85
	4,247
	1,451
	(57)
	(228)
	5,658

	
	
	
	
	
	
	
	

	Impact of change in tax rate
	-
	-
	121
	7
	(2)
	8
	134

	Revaluation of the railway network
	-
	-
	403
	-
	-
	-
	403

	Transfer of deemed cost depreciation from revaluation reserve
	-
	-
	(204)
	-
	-
	204
	-

	Increase in deferred tax liability on the railway network
	-
	-
	(56)
	-
	-
	(57)
	(113)

	Actuarial losses on defined benefit pension schemes
	-
	-
	-
	-
	-
	(133)
	(133)

	Deferred tax on actuarial losses
	-
	-
	-
	-
	-
	37
	37

	Increase in fair value of hedging derivatives
	-
	-
	-
	-
	370
	-
	370

	Exchange differences on retranslation of foreign currency debt
	-
	-
	-
	-
	(393)
	-
	(393)

	Deferred taxation on all hedging reserve movements/retained earnings
	-
	-
	-
	-
	7
	-
	7

	
	
	
	
	
	
	
	

	Transfers
	
	
	
	
	
	
	

	Recycling of balances in hedging reserve to other gains and losses in the Income statement
	-
	-
	-
	-
	4
	-
	4

	Deferred tax on transfers
	-
	-
	-
	-
	(1)
	-
	(1)

	
	
	
	
	
	
	
	

	Net profit for the year
	-
	-
	-
	-
	-
	1,189
	1,189

	At 31 March 2008
	160
	85
	4,511
	1,458
	(72)
	1,020
	7,162


* Other reserves of £1,458m (2007: £1,451m) include the vesting reserve on privatisation.
7. Reconciliation of changes in equity continued
	Company
	Share
	Share
	Revaluation 
	Other
	Hedging
	Retained
	Total

	
	Capital 
	Premium
	Reserve
	Reserve*
	Reserve
	Earnings
	

	
	£m
	£m
	£m
	£m
	£m
	£m
	£m

	At 1 April 2006
	160
	85
	4,337
	1,451
	(61)
	(1,622)
	4,350

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Revaluation of the railway network
	-
	-
	73
	-
	-
	-
	73

	Transfer of deemed cost depreciation from revaluation reserve
	-
	-
	(205)
	-
	-
	205
	-

	Increase in deferred tax liability on the railway network
	-
	-
	42
	-
	-
	(61)
	(19)

	Actuarial gains on defined benefit pension schemes
	-
	-
	-
	-
	-
	122
	122

	Deferred tax on actuarial gains
	-
	-
	-
	-
	-
	(37)
	(37)

	Increase in fair value of hedging derivatives
	-
	-
	-
	-
	33
	-
	33

	Deferred taxation on all hedging reserve movements/retained earnings
	-
	-
	-
	-
	(8)
	-
	(8)

	
	
	
	
	
	
	
	

	Transfers
	
	
	
	
	
	
	

	Transferred to income statement on disposal of cash flow hedges
	-
	-
	-
	-
	4
	-
	4

	Recycling of balances in hedging reserve to other gains and losses in the Income statement
	-
	-
	-
	-
	(1)
	-
	(1)

	
	
	
	
	
	
	
	

	Net profit for the year
	-
	-
	-
	-
	-
	1,129
	1,129

	At 31 March 2007
	160
	85
	4,247
	1,451
	(33)
	(264)
	5,646

	
	
	
	
	
	
	
	

	Impact of change in tax rate
	-
	-
	121
	7
	(1)
	8
	135

	Revaluation of the railway network
	-
	-
	403
	-
	-
	-
	403

	Transfer of deemed cost depreciation from revaluation reserve
	-
	-
	(204)
	-
	-
	204
	-

	Increase in deferred tax liability on the railway network
	-
	-
	(56)
	-
	-
	(57)
	(113)

	Actuarial losses on defined benefit pension schemes
	-
	-
	-
	-
	-
	(133)
	(133)

	Deferred tax on actuarial losses
	-
	-
	-
	-
	-
	37
	37

	Decrease in fair value of hedging derivatives
	-
	-
	-
	-
	(32)
	-
	(32)

	Deferred taxation on all hedging reserve movements/retained earnings
	-
	-
	-
	-
	9
	-
	9

	
	
	
	
	
	
	
	

	Transfers
	
	
	
	
	
	
	

	Recycling of balances in hedging reserve to other gains and losses in the Income statement
	-
	-
	-
	-
	4
	-
	4

	Deferred tax on transfers
	-
	-
	-
	-
	(1)
	-
	(1)

	
	
	
	
	
	
	
	

	Net profit for the year
	-
	-
	-
	-
	-
	1,212
	1,212

	At 31 March 2008
	160
	85
	4,511
	1,458
	(54)
	1,007
	7,167


* Other reserves of £1,458m (2007: £1,451m) include the vesting reserve on privatisation.
8. Notes to the cash flow statement

	
	2008
	2007
	2008
	2007

	
	Group
	Group
	Company
	Company

	 
	£m
	£m
	£m
	£m

	
	
	
	
	

	Operating profit from operations
	2,412
	2,278
	2,408
	2,298

	Adjustments for:
	
	
	
	

	Depreciation of the railway network
	1,195
	1,086
	1,195
	1,086

	Amortisation of capital grants
	(36)
	(31)
	(36)
	(31)

	Amortisation of intangible assets
	1
	2
	-
	-

	
	
	
	
	

	Decrease in provisions
	(21)
	(6)
	(21)
	(6)

	 
	 
	 
	 
	 

	Operating cash flows before movements in working capital
	3,551
	3,329
	3,546
	3,347

	
	
	
	
	

	Increase in inventories
	(15)
	(5)
	(15)
	(5)

	Increase in receivables
	(10)
	(199)
	(201)
	(34)

	(Decrease)/increase in payables
	(202)
	125
	(76)
	(29)

	 
	 
	 
	 
	 

	Cash generated from operations
	3,324
	3,250
	3,254
	3,279

	
	
	
	
	

	Income taxes paid
	(4)
	-
	(4)
	-

	Interest paid
	(886)
	(822)
	(764)
	(819)

	
	
	
	
	

	Net cash generated from operating activities
	2,434
	2,428
	2,486
	2,460


Cash and cash equivalents

Cash and cash equivalents (which are represented as a single class of assets on the face of the Balance sheet) comprise cash at bank and money market deposit investments with an average maturity of 29 days from the Balance sheet date (2007: 2 days).

9. Analysis of changes in net debt

	
	At

1 April

2007
	Cash

flows
	Non cash

movements
	Capital 

accretion
	Amortisation

of discount
	Fair

value

remeasure-

ments
	Foreign

exchange

differences
	At 31

 March

2008

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	 
	£m
	£m
	£m
	£m
	£m
	£m
	£m
	£m

	
	
	
	
	
	
	
	
	

	Cash and cash equivalents
	193
	350
	-
	-
	-
	-
	-
	543

	Borrowings due within one year
	(2,862)
	2,914
	(4,746)
	-
	(20)
	(1)
	(362)
	(5,077)

	Borrowings due after one year
	(15,715)
	(3,944)
	4,746
	(151)
	(18)
	(142)
	(31)
	(15,255)

	Obligations under finance leases
	(10)
	1
	-
	-
	-
	-
	-
	(9)

	Financial investments
	-
	53
	-
	-
	1
	-
	1
	55

	
	
	
	
	
	
	
	
	

	 
	(18,394)
	(626)
	-
	(151)
	(37)
	(143)
	(392)
	(19,743)


	
	At

1 April

2006
	Cash

flows
	Non cash

movements
	Capital 

accretion
	Amortisation of discount
	Fair

value

remeasure-ments
	Foreign

exchange

differences
	At 31

 March

2007

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	 
	£m
	£m
	£m
	£m
	£m
	£m
	£m
	£m

	
	
	
	
	
	
	
	
	

	Cash and cash equivalents
	31
	162
	-
	-
	-
	-
	-
	193

	Borrowings due within one year
	(4,186)
	2,733
	(1,502)
	-
	(80)
	-
	173
	(2,862)

	Borrowings due after one year
	(14,197)
	(3,268)
	1,495
	(36)
	(13)
	105
	199
	(15,715)

	Obligations under finance leases
	(10)
	-
	-
	-
	-
	-
	-
	(10)

	Available-for-sale investments
	161
	(161)
	-
	-
	-
	-
	-
	-

	
	
	
	
	
	
	
	
	

	 
	(18,201)
	(534)
	(7)
	(36)
	(93)
	105
	372
	(18,394)
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