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Directors' Report

Introduction

The drrectors present their annual report on the affarrs of Docklands Light Railway Limited {the "Company"} together
with the Financial Statements for the year ended 31 March 2016 The Company 1s a subsidiary undertaking of Transport
Trading Limited ("TTL") and 15 part of the group headed by Transport for Londan ("TfL"), the “TfL Group”

Prnincipal Actwvity

The principal activity of the Company 1s the provision of rail and cable car passenger transport services in East and
South East London

Directors

The directors. who served throughout the year and up to the date of this Report. were as follows

S Atkins

M Brown

J Collis

J Fox

D Keep resigned 29 Aprl 2016
A Pollins

G Powell

None of the directors had any beneficial interest in the shares of the Company or any other company within the TfL
Group

The Company maintains directors' and officers’ bability insurance

Employee Involvement and Communications

The Company has an employee communications strategy and plan in place to ensure that employees are provided
with information on matters of concern to them, ensure that employees and union representatives are consulted on
matters that may affect them, encourage employee engagement in the Company's strategy and performance, and
enable employees to be aware of financial and economic factors that affect the Company's performance

Consultation on 1ssues affecting the workforce also takes place at regular intervals with representatives from the
Company and trade unions

Employee Practice

The Company values the diversity which exists i our city and aspires to this being reflected in our workforce This 1s
reflected not only In our recruitment and selection processes, but also throughout the employment cycle of every
mernber of staff The Company 1s committed to providing equal opportunities to all employees, trrespective of therr
gender, sexual orientation, marital status, creed, colour, race, ethnic onigin or disabiity The commitment extends to
recrutment and selection, training, career development, flexible working arrangements and promotion and
performance appraisal The Company 1s committed to comply with our legal responsibiities under the Equality Act
2010 to make reasonable adjustments to a person’s working conditions wherever possible  In the event of members
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Directors' Report

of staff becoming disabled, every effort 1s made to ensure that their employment with the Cormpany continues and to
provide specialised traming where this 1s appropnate  Employee numbers are disclosed in the notes to the accounts

Health, Safety, Secunty and Environment

The Company I1s committed to continuous improvement m health, safety, secunty and environmental {"HSSE")
performance In addition to HSSE management as part of the normal business activity, HSSE objectives are dentified
and regularly reviewed to form short and longer term plans as a basis for improving health, safety, secunty and
environment for customers, employees and suppliers Compliance with the Health, Safety and Environment ("HSE")
Management system s subject to checks by the Office of Rail Regulation and to internal planned audits and reviews, so
that a consistent and effective approach to safety management 1s applied across all areas of the business Safety
objectives are set annually within a safety improvement plan and progress agamnst them is monitored at the Network
Safety Review Committee and then subsequently at period end review meetings, attended by directors and safety
managers Performance of the Company 1s also reviewed at the TfL Safety and Sustanability Panel

Chantable Donations and Political Contnbutions

No donations were made to chanties during the year {Enil in 2014/15) No political contributions were made during the
year (Enilin 2014/15)

Dividends

No intenm dwidends were paid duning the year {2014/15 £nl} and the directors do not recommend the payment of a
final dividend (Z014/15 £nil)

Corporate Governance

Docklands Light Railway Limited 1s a wholly ewned subsidiary of TTL, which in turn is controlled by TfL., which appoints
all the directors of the Company The Board of Docklands Light Railway Limited, through its management structure,
implements the corporate aims and controls laid down by TfL Particulars in respect of corporate governance can be
found in TfL's Annual Governance Statement

Auditor

The members have not required the Company to obtain an audit of its accounts for the year in question in accordance
with section 476 of the Companies Act 2006 Accordingly, no auditors have been appointed

Signed on behalf of the Board by
A. Pollins
Director

28 June 2016
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Strategic Report

Actiwities and Future Developments

As stated in the Directors' Report, the principal activity of the Company 1s the provision of rail and cable car passenger
transport services in East and South East Lendon The Company does not anticipate any changes in its principal
activittes in the foreseeable future

Financial and Business Review

This year was the first full year that the franchisee, Keolis Amey Docklands Limited. operated the Docklands Light
Rallway The year saw operational performance finish with an annual departure score of 99 { per cent, excluding the 2
day Docklands Light Railway industrial action This s slightly below last year's performance but still above the
contractual target The high Customer Satisfaction Survey (CSS) score of 89 was maintained from last year, even though
there was a temporary drop due to the industnal action

This overall performance was achieved, once again, against an annually increasing ndership, that carned more than
b 16 9 millon passengers — & | per cent higher than in the previous year and the highest in DLR's history

Full year demand on the Emirates Air Line (EAL) was | 55 million passenger journeys, showing marginal year on year
growth n spite of reduced availability due to a higher than normal, wind-related downtime Full year availability was
94 4 per cent, which was 2 per cent lower than last year The full year C33 score was just above 93, the highest since
the EAL opened

Principal Risks and Risk Management

The Company identifies manages and mitigates significant areas of business nsk as part of the normal course of
business The Docklands Light Railway Limited Risk Management plan 1s set up to complement this basic management
by the business and to provide a framework for the organisation to ensure that business risks are approprately
identified, reviewed regularly and that progress on the management of key business nsks 1s tracked

The pnncipal nisks that the Company 1s exposed to include safety, terrorism, employee relations, contractual claims,
reputation and financial All business nsks are recorded on a nisk register For each risk, an owner has been identified
who is responsible for implementing the mitigation strategy that has been identified

As part of its overall corporate governance brief within the TfL Group, the TfL Audit and Assurance Committee has
specific responsibility for assuring the TfL Board that effective risk management arrangements are in place The nsk
management process 1s subject to annual review by the TfL Group's Director of Internal Audit

Signed on behalf of the Board by
A. Pollins

Director

28 June 2016
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Statement of Directors' Responsibilities

In Respect of the Directors’ Report, the Strategic Report and the Financial Statements

The directors are responsible for prepanng the Directors' Report, the Strategic Report, and the Financiat Statements in
accordance with applicable law and regulations

Company law requires the directors to prepare Financial Statements for each financial year Under that law they have
elected to prepare the Financial Statements in accordance with International Financial Reporting Standards as adopted
by the European Union ("Adopted IFRSs") and applicable law

Under company law the directors must not approve the Financial Statements unless they are satishied that they give a
true and fair view of the state of affairs of the Company and of the profit or loss of the Company for that period In
prepanng these Financial Statements, the directors are required to

. select suitable accounting policies and then apply them consistently,

. make judgements and estimates that are reasonable and prudent,

. state whether they have been prepared in accordance with Adopted IFRSs, and

. prepare the Financial Statements on the going concern basis unless it 1s inappropnate to presume that the

Company will continue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company's transactions and disclose with reasonable accuracy at any time the financial position of the Company and
enable thern to ensure that the Financial Statements comply with the Companies Act 2006 They have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the Company and to
prevent and detect fraud and other irregularities The members have not required the Company to obtain an audit of its
accounts for the year in question in accordance with section 476 of the Companies Act 2006
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Income Statement

For the year ended 31 March

Revenue

Net operating costs

Operating profit

Grant income

Total profit from operations

Financial expenses

Result before taxation

Income tax expense

Result for the year attributable to the owners of the Company

Statement of Comprehensive Income
Forthe year ended 31 March

Result for the year

Other comprehensive income and expenditure

Total comprehensive income and expenditure for the year attnbutable to
owners of the Company

Note

2016 2015
£m £m
171 4 1568
(144 7) (132 3)
26.7 245
10.6 143
37.3 388
(37.3) {38 8)
2016 2015
£m £m
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Statement of Financial Position

Non-current assets
Intangible assets
Property, plant and equipment

Trade and other receivables

Current assets
Trade and other receivables

Cash and cash equivalents

Current babilities
Trade and other payables

Finance lease liabilities

Non-current babilittes
Trade and other payables
Borrowings

Finance lease babibties

Deferred grants and other contributions

Net assets
Equity
Share capital

Retained earmings

Total equity attributable to the owners of the Company

Note

31 March 31 March
2016 2015
fm £m

0.9 -
1,503 1 1,526 2
87 70
1,512.7 1,533 2
50 59

0.1 01

51 60
(38.4) (44 7)
(23.00 (21 4)
61.4) (66 1}
{19 {2 ¢}
{658 2) {658 2}
(132.3) {155 6}
{664.0) {656 7}
(1,456.4) {1,473 1}
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Statement of Financial Position

The directors

{a} confirm that the Company was entitled to exemption under section 479A of the Companies Act 2006 relating to
subsidiary companies from the requirement to have its Financial Statements for the financial year ended 31 March
2016 audited,

(b) confirm that members have not required the Company to obtain an audit of its Financial Statements for that
financial year in accordance with section 476 of the Companies Act 2006, and

{c} acknowledge their responsibilities for

{ ensuring that the Company keeps adequate accounting records which comply with section 386 of the
Companies Act 2006, and

{n} preparing Financial Statements which give a true and far view of the state of affairs of the Company as at the
end of its fimancial year and of 1ts surplus or deficit for the financial year in accordance with the requirernents
of sections 393 and 394 of the Compantes Act 2006, and which otherwise comply with the requirements of
that Act relating to financial staternents, so far as applicable to the Company

The notes on pages |0 to 39 form part of these Financial Statements These Financial Statements were approved by
the Board on 28 June 2016 and signed on its behalf by

A Pollins

Director
Company Registration Number 02052677
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Statement of Changes in Equity

Called up Retained
share caprtal earnings Total
fm £m £m

At | Apnl 2014 - - -
Result for the year - - _

Other comprehensive income and expenditure - - -

At 3| March 2015 - - -
Result for the year - - -

Other comprehensive income and expenditure - - -

At 3| March 2016 - - -
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Statement of Cash Flows

For the year ended 3! March

Note
Cash generated from operating activities
Result for the year
Adjustments for
Amortisation of intangible assets 8
Depreciation of property, plant and equipment 9
Financial expenses 6
Release of deferred grant to the Income Statement 16

Cash flow from operating activities before movements in working capital
(Increase)/decrease in trade and other recervables
Decrease in trade and other payabtes

Cash generated from operations

Cash flows from investing activities

Acquisition of property, plant and equipment
Capital grants received

Net cash generated from investing activities
Cash flows from financing activities

Payments of obligations under finance leases
Interest paid

Net cash utilised by financing activities

Decrease in net cash during the year

Net cash and cash equivalents at the start of the year

Net cash and cash equivalents at the end of the year

2016 2015
£m Em
02 -

547 5473

373 388

(39 7) (380

52.5 551
o7} 99
(13} (144)

505 506

(39 5) (739

48 | 806
86 67

(31 6) (30 3)

{27 5) {27 5)

{59 1) (57 8)

- (05}
0.1 06
g1 01
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Accounting Policies

al Reporting entity

Docklands Light Rallway Limited {the "Company") 1s a company domiciled in the United Kingdom The Company's
registration number 15 02052677 The address of the Company's registered office 1s 42-50 Victona Street, London,
SWIH OTL The Company 1s a subsidiary of Transport Trading Limited ["TTL") which 15 in turn a subsidiary of Transport
for London [{"TfL")

b} Statement of accounting policies

This section explams the Company's main accounting policies, which, unless otherwise stated, have been applied to all
periods presented in these Financiat Statements

c} Basis of preparation
Statement of Comptliance

These Financial Statements have been prepared n accordance with International Financial Reporting Standards ("IFRSs")
as adopted by the European Union {"Adopted IFRSs"}

Basis of measurement

The accounts are made up to 3| March and have been prepared under the accruals concept and in accordance with the
historical cost accounting convention

Where items are sufficiently significant by wirtue of their size or nature, they are disclosed separately in the Financial
Statements in order to aid the reader’s understanding of the Company's financial performance

d} Uses of estimates and yjudgements

The preparation of Financial Statements in compliance with Adopted IFRSs requires the use of certain critical
accounting estimates It also requires Management to exercise judgement in applying the Company's accounting
policies The areas involving a higher degree of judgement or complexity, or areas where assumptions or estimates are
significant to the Financial Statements are disclosed below It 1s not considered likely that any reasonably possible
changes in key assumptions m the next |2 months would have a matenal impact on the carrying amounts of balance
sheet items not already held on the Statement of Financial Position at farr value

e [leases

In assessing whether a lease 1s an operating lease or a finance lease, judgement must be exercised in
determining whether or not substantially all the nsks and rewards of ownership of the leased asset are held by
the Company Given that finance leases are recogmsed as labilities, and operating leases are not, this can
have a significant effect on the reported financial position of the Company

* Determining whether an arrangement contains a lease

When determining whether an arrangement contains a lease, as required by IFRIC 4, judgement needs to be
exercised in determining whether the arrangement conveys the right to use an asset Given that this could
result In additional finance leases being recognised on the Statement of Financial Positicn this can have a
significant effect on the reported financial position of the Company

*  Provisions

Estimation techniques are employed in the calculation of the best esumate of the amount required to settle
obligations, including determining how likely it 1s that expenditure will be required by the Company This can
be very complex, especially when there 15 a wide range of possible outcomes

e Useful economic life of property, plant and equipment

When determining the useful economic Life of property, plant and equipment, judgerment must be exercised in
estimating the lengths of time the assets will be operational
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Accounting Policies

¢) New standards and interpretations adopted for the first time in these Financial Statements

Standards and interpretations 1ssued by the International Accounting Standards Board ["IASB") are only applicable if

endorsed by the EU The following amendments have been applied for the first time in these Financial Statements

* ‘Amendments to IFRS |9 Defined Benefit Plans Employee Contributions' The amendments to IAS 19 clanfy
the accounting treatment for contributions made by employees or third parties to a defined benefit plan

According to the amendments, discretionary contnbutions made by employees or third parties reduce service
cost upon payment of these contnbutions to the plan When the formal terms of the plan specify

contributions from employees or third parties, the accounting depends on whether the contributions are

linked to service If contributions are linked to services they reduce service costs If they are not linked to

services they affect the remeasurement of the net defined benefit Liability,

e 'Amendments to IFRSs Annual Improvements to IFRSs 2010-2012 Cycle' {Mandatory for years beginning on or

after | July 2014} The amendments are as follows

o]

IFRS 2 Share-based Payment The amendment 15 to clanfy the defintion of vesting condition and
market condition to ensure consistent classification of condittons attached to a share based
payment,

IFRS 3 Business Combinations The amendment clanfies that contingent consideration should be
measured at far value at each reporting date, irespective of whether or not the contingent
consideration falls within the scope of IFRS 9 or 1AS 39 Changes in far value (other than
measurement period adjustments as defined m IFRS 3) should be recognised n profit and loss,

IFRS 8 Operating Segments The amendment requires an entity to disclose the judgements made by
management in applying the aggregation cntena to operating segments and clanfies that a
reconciliation of the total of the reportable segments’ assets to the entity’s assets should only be
provided If information about the amount of the segment assets are regularly provided to the chief
operating decision-maker,

IFRS 13 Farr Value Measurement The amendment clanfies that the issuance of IFRS 13 and
consequential amendments to IAS 39 and IFRS 9 did not remove the ability to measure short-term
recevables and payables with no stated interest rate at ther invoice amounts without discounting, i
the effect of discounting 1s iImmatenal,

IAS 16 Property, Plant and Equipment, IAS 38 Intangible Assets The amendments remove perceived
inconsistencies 1N the accounting for accumulated depreciztion/amortisation when an item of
property, plant and equipment or intangible asset 1s revalued The amended standards clanfy that the
gross carrying amount 1s adjusted in a manner consistent with the revaluation of the carrying amount
of the asset and that accumulated depreciationfamortisation 1s the difference between gross carrying
amount and the carrying amount after taking into account accumulated iImparment losses, and

I1AS 24 Related Party Disclosures The amendment clanfies that a management entity prowiding key
management personnel services to the reporting entity or to the parent of the reporting entity 1s a
related party of the reporting entity Consequently the reporting entity should disclose as related
party transactions the amounts incurred for the service paid or payable to the management entity for
the provision of key management personnel services Disclosure of the components of
compensation to key management personnel that s paid by the management entity to the
management entity’s employees or directors 1s not required,

¢ 'Amendments to IFRSs Annual Improvements to IFRSs 201 1-2013 Cycle’ (Mandatory for years beginning on or
after | July 2014) The amendments are as follows

o}

IFRS 3 Business Combinations The amendment clarfies that IFRS 3 does not apply to the accounting
for the formatton of joint arrangement in the financial statements of the joint arrangement itself,
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Accounting Policies

o IFRS 13 Far Value Measurement The amendment clarifies that the scope of the portfolio exception
for measuning the far value of a group of financial assets and financial babiliies on a net basis
includes all contracts that are within the scope of. and accounted for in accordance with, IAS 39 or
IFRS 9. even if those contracts do not meet the defimiions of financial assets or financial babilitres
within 1AS 32, and

o IAS 40 Investment Property The amendment clanfies that |AS 40 and IFRS 3 are not mutually
exclusive and application of both standards may be required

The application of these and any other standards, amendments or interpretations 1ssued by the IASB and applicable for
the first time to these Financial Statements has not had a material impact on the accounts

f) New standards and interpretations not yet adopted

The following new and revised IFRSs will be applicable in future penods, subject to endorsement where applicable
These have been issued by the EU, but have not been applied by the Company in these Financial Statements

¢ 'IFRS 9 Financial tnstruments' (as revised in 2014} IFRS 9 {as revised in 201 4) will supersede ‘lAS 39 Financial
Instruments Recognition and Measurement’ The new standard contains the requirements for three areas a
the classification and measurement of financial assets and financial liabilities, b} impairment methodology and
c) general hedge accounting With respect to classification and measurement, all recognised financial assets
that are currently within the scope of I1AS 39 will be subsequently measured at either amertised cost or farr
value The standard also contains requirements for the classification and measurement of financial lrabilities
and derecognition requirements With respect to imparment methodology. the revised model reflects
expected credit losses as opposed to the incurred credit losses recognised under 1AS 39 And with regards to
hedge accounting, IFRS 9 (as revised in 2014) introduces greater flexibility to the types of transactions eligible,
specifically broadening the types of instruments that qualify as hedging instruments The revised standard 15
mandatory for years beginning on or after | January 2018,

¢ 'IFRS |4 Regulatory Deferral Accounts' [mandatory for years commencing on or after | January 2016} This
specifies the accounting for regulatory deferral account balances for entities that recogrised regulatory
deferral account balances under their previous GAAP This does not apply to the TfL Group,

s 'IFRS 15 Revenue from Contracts with Customers' {(mandatory for years beginning on or after | January 2018)
IFRS |5 establishes a single comprehensive model for entities to use in accounting for revenue ansing from
contracts with customers It will supersede IAS 18 Revenue, IAS |1 Construction Contracts, IFRIC |3
Customer Loyalty Programmes. IFRIC 5 Agreements for the Construction of Real Estate, IFRIC 18 Transfers
of Assets from Customers and SIC 31 Revenue-Barter Transactions Involving Advertising Services The core
principle of the new standard 1s that an entity should recogmise revenue to depict the transfer of promised
goods or services to customers i an amount that reflects the consideration to which the entity expects to be
entitled in exchange for those goods or services,

e 'Amendments to [FRSI| Accounting for Acquisitions of Interests in Joint Operations’ {mandatory for years
commencing on or after | January 2046} The amendments prowide guidance on how to account for the
acquisition of an interest in a joint operation in which the activities constitute a business,

e 'IAS | Disclosure Intiative’ (mandatary for years on or after | January 2016) The amendments clanify the
concept of materiality in practice as the wording of some of the requirements in IAS | has in some cases been
read to prevent the use of judgement,

e 'Amendments to 1AS 16 and IAS 38 Clarfication of Acceptable Methods of Depreciation and Amortisation’
{mandatory for years on or after | January 2016} The amendments to |AS |6 prohibit entities from using a
revenue-based depreciation method for items of property, plant and equipment The amendments to IAS 33
introduce a rebuttable presumption that revenue I1s not an appropriate basis for amortisation of an intangible
asset,
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‘Amendments to IAS 16 and IAS |4 Agriculture Bearer Plants' [mandatory for years on or after | January
20186),

‘Amendments to |IAS 27 Equity Method in Separate Financial Statements' (mandatory for years beginning on or
after | January 2016} The amendments focus on separate financial statements and allow the use of the
equity method to account for investments in subsidianies, joint ventures and associates in such statements,

‘Amendments to IFRS 10 and IAS 28 Sale or Contrnibution of Assets between an Investor and its Associate or
Joint Venture' {(mandatory for years beginnung on or after | January 2016),

"Amendments to IFRS 10, IFRS 12 and 1AS 28 Investment Entities Applying the Consolidation Exception’
(mandatory for years beginning on or after | January 2016} The amendments clarify that the exemption from
prepaning financial statements is available to a parent entity that 1s a subsidiary of an investment entity, even if
the investment entity measures all its subsrdiaries at fair value in accordance with IFRS 10 Consequential
amendments have also been made to 1AS 28 to clanfy that the exemption from applying the equity method i1s
also applicable to an investor in an associate or joint venture if that investor 1s a subsidiary of an investment
entity that measures all its subsidiaries at far value, and

‘IFRS 16 Leases’ (mandatory for years beginning | January 2819) This standard replaces the current gurdance
n IAS |17 on leases The standard provides a single lessee accounting model requinng lessees to recognise
assets and lLiabilities for all leases unless the lease term s | 2 months or less or the underlying asset has a low
value Lessors continue to classify leases as operating or finance, with IFRS 16's approach to lessor
accounting remamning substantially unchanged from the 1AS 17 approach

Other than where indicated above, the Company does not consider that these or any other standards, amendments or

interpretations 1ssued by the IASB, but not yet applicable, will have a significant impact en the Financial Statements

gl Going concern

The Financial Statements have been prepared on a going concern basis, which the directors believe to be approprate

for the following reasons

The Company 1s dependent on funds provided to it by TfL, its ultimate parent, in order to ensure working
capital requirements are satisfied TfL has indicated that for at least | 2 months from the date of approval of
these Financial Statements, it will continue to make such funds available to the Company In addition, as set
out In section 479A of the Compantes Act 2006, the Company's immediate parent, TTL, has issued a
guarantee over all outstanding liabilities to which the Company 1s subject as at 31 March 2016, and

The directors consider that this should enable the Company to continue in operational existence for the
foreseeable future by meeting its liabilities as they fall due for payment As with any company placing reliance
on other entities for financial support, the directors acknowledge that there can be no certainty that this
support will continue, although, at the date of approval of these Financial Statements, they have no reason to
believe that it will not do so

Based on this undertaking, the directors believe that it remains appropriate to prepare the Financial Statements on a

going concern basis
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Accounting Policies

h} Revenue

Revenue comprises fares collected and revenue in respect of free travel for the elderly and disabled
Revenue 1s measured after deductions for value added tax lwhere applicable)

Fare revenue

Passenger fare income from the DLR network and Cable Car 1s recogmised in the financial year in which the services are
rendered

Revenue in respect of free and reduced fare travel for the elderly and disabled

Revenue from the London Barough Councils and County Authonties in respect of free and reduced fare travel for the
elderly and disabled 1s recognised on a straight line basis over the financial year to which the settlement relates

This comprises income from third party contributors and fellow Group undertakings Both types of income are
recognised on an accruals basis and third party contributions are also recognised in accordance with the detait of the
relevant agreements

1) Grants and other funding

Grants and other contributions received towards the cost of capital expenditure are recorded as deferred income in the
Statement of Financial Position and released to the Income Statement over the estimated useful economic lives of the
assets to which they relate

Revenue grants received for the funding of operations are credited to the Income Statement on a systematic basis to
match costs

)) Employee benefits
Defined contribution scheme

A defined contribution plan 1s a post-employment benefit plan under which an entity pays fixed contnbutions into a
separate entity and will have no legal or constructive obligation to pay further amounts Obligations for contributions
to defined contribution pension plans are recogmised as an employee benefit expense in the Income Statement in the
periods during which services are rendered by employees

Defined benefit plans multi-employer exemption

The majority of employees are members of a defined benefit scheme to which the Company contributes However, st
15 not possible for the Company to identify its share of the underlying assets and liabilities of the scheme on a
consistent and reasonable basis This 1s because the plan exposes the participating entities to actuanal risks associated
with the current and former employees of other entities, with the result that there 1s no consistent and reliable basis
for allocating the obligation, plan assets and cost to individual entities participating in the plan For this reason, as
permitted by the multi-employer exemption in 1AS |9 Employee Benefits {"JAS 19"}, the scheme 1s accounted for as a
defined contnbution scheme and the Company’s contributions are charged to the Income Statement as incurred

Other employee benefits

Other short and long term employee benefits, including holiday pay and long service leave, are measured on an
undiscounted basis and are recognised as an expense over the penod i which they accrue

k) Leases {the Company as lessee)
Leased assets

Leases under which the Company assumes substantially all the nisks and rewards of ownership are classified as finance
leases Upon initial recognition the leased asset 1s measured at an amount equal to the lower of its fair value and the
present value of the minimum lease payments Subsequent to iitial recognition, the asset 1s accounted for in
accordance with the accounting policy applicable to that asset
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Accounting Policies

Other leases are operating leases and the leased assets are not recogrised n the Company’s Statement of Financial
Position

Lease payments

Payments made under operating leases are recogmised in the Income Statement on a straight-line basis over the term
of the lease Lease incentives received are recognised as an integral part of the total lease expense, over the term of
the lease

Minimum lease payments made under finance leases are apportioned between the finance expense and the reduction
of the outstanding Llability The finance expense 1s allocated to each period dunng the lease term so as to produce a
constant peniodic rate of interest on the remaining balance of the Liability

Ul Financial expenses

Financing costs comprise the interest expense on borrowings accrued using the effective interest rate method
Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets {those
necessanly taking a substantial period of time to get ready for ther intended use) are added to the cost of those
assets, until such time as the assets are ready for their intended use In accordance with IFRS | First time adoption of
International Financial Reporting Standards {"IFRS 1"} and IAS 23 Borrowing Costs ["IAS 23"), the Company has taken the
option not to capitalise borrowing costs on assets prior to the date of transition to IFRS

Borrowing costs that are not directly attributable to the acquisition, construction or production of a qualifying asset are
recognised in the Income Statement using the effective interest rate method

m) Income tax

Income tax expense comprises current and deferred tax Current tax and deferred tax are recognised in the Income
Statement except to the extent that they relate to a business combination, or items recognised directly in equity or in
other comprehensive income

Current tax 1s the expected tax payable or receivable on the taxable profit or loss for the year, using tax rates enacted
or substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous years

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and lLiabilities
for financial reporting purposes and the amounts used for taxation purposes

Deferred tax 1s not recognised for the following temporary differences theanitial recognition of assets or liabilities in a
transaction that 15 not a business cormbination and that affects neither accounting nor taxable profit or loss, and
differences relabing to investments in subsidianies and jointly controlled entities, to the extent that it s probable that
they will not reverse in the foreseeable future

Deferred tax 1s measured at the tax rates that are expected to be applied to temporary differences when they reverse,
based on the laws that have been enacted or substantively enacted by the reporting date

Deferred tax assets and labilities are disclosed net to the extent that they relate to taxes levied by the same tax
authorrty and the Company has the nght of set off

A deferred tax asset is recognsed for unused tax losses, tax credits and deductible temporary differences to the extent
that it 1s probable that future taxable profits will be avaitable against which they can be utiised Deferred tax assets are
reviewed at each reporting date and are reduced to the extent that it 1s no longer probable that the related tax benefit
will be realised
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n} Property, plant and equipment
Recognition and measurement

Infrastructure consists of tunnels, viaducts, bndges, stations, track, signalling and properties attached to infrastructure
that are not separable from infrastructure, and surplus properties held to facilitate service provision and which are
limited in use by operational constraints

Infrastructure, plant and equipment and roling stock are measured at cost less accumulated depreciation and
accumulated impairment losses

Assets under construction are measured at cost less accumulated impairment losses

The cost of certain tems of property, plant and equipment was determined by reference to a previous GAAP valuation
The Company elected to apply the optional exemption allowed under IFRS | to use this previous valuation as deemed
cost at | April 2009, the date of transition

Cost includes expenditure that 1s directly attnibutable to the acquisition of the asset The cost of self-constructed
assets includes the cost of materals and direct labour, borrowing costs on qualifying assets for which the
commencement date for capitalisation 1s on or after | April 2009, and any other costs directly attributable to bringing
the assets to a working condition for their intended use Where there 1s a legal obligation to remove the asset and/or
restore the site on which 1t 1s located at the end of its useful economic life, the costs of dismantting and removing the
iterns and restoring the site on which they are located are also included in the cost of that asset

When parts of an item of property, plant and equipment have different useful lives they are accounted for as separate
items imajor components) of property, plant and equipment

Subsequent costs

The cost of replacing a part of an item of property, plant and equipment 15 recognised in the carrying amount of the
itern 1f it 1s probable that the future economic benefits embodied within the part will flow to the Company and its cost
can be measured reliably The carrying amount of the replaced part 1s derecognised The costs of the day-to-day
servicing of property, plant and equipment are recognised in the Income Statement as incurred

Depreciation

Depreciation 15 calculated on the depreciable amount, which ts the cost of an asset, or other amount substituted for
cost, less rts residuat value

Depreciation is recognised in the Income Statement on a straight-line basis over the estimated useful lives of each part
of an item of property, plant and equipment, since this most closely reflects the expected pattern of consumption of
the future economic benefits embodied In the asset

Leased assets are depreciated over the shorter of the lease term and their useful lives unless it 1s reasonably certain
that the Company will obtain ownership by the end of the lease term
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The estimated useful lives for the current and comparative periods are as follows

Tunnels and embankments 10-100 years
Bridges and wviaducts 10-100 years
Track 1 5-50 years
Stations 20- 75 years
Other property 20-75 years
Roliing stock 3-40 years
Lifts and escalators 15-40 years
Plant and equipment 3-40 years

Assets under construction and freehold land are not depreciated

Depreciatton methods, useful lives and residual values are reviewed at each financial year end and adjusted if
appropnate

Gains and losses on disposal

Gains and losses on disposal of an item of property, plant and equipment are determined by comparing the proceeds
of disposal with the carrying amount, and are recognised net within other gains and losses in the Income Statement

o} Borrowing costs

Borrowing costs directly attnibutable to the acquisition, construction or production of qualifying assets are added to
the cost of those assets, until such time as the assets are ready for ther intended use Qualifying assets are defined as
an asset that necessarily takes a substantial perod of time to get ready for its intended use or sale A substantral
period of time has been interpreted as being one year

All other borrowing costs are recogrised in the Income Statement in the period in which they are incurred
p} Private Finance Initiative {"PFi"} arrangements

The Company has entered into PFl arrangements with the private sector in relation to the construction, maintenance
and operation of parts of the DLR In the absence of alternative guidance, these arrangements are treated as service
concession arrangements following the guidance, from a lessor's point of view, contained in IFRIC 12 Service
Concession Arrangements ("IFRIC 127}, an interpretation under Adopted IFRS

IFRIC 12 requires the Company to account for infrastructure PFl schemes where 1t controls the use of the
infrastructure and the residual interest in the infrastructure at the end of the arrangement The Company therefore
recognises PFl assets as items of property, plant and equipment together with a liability to pay for them The farr
values of services received under the contract are recorded as operating expenses

The annual unitary payment i1s separated into the following component parts, using appropriate estimation techniques
where necessary

al The service charge

bl Repayment of the capital

c) The interest element {using the interest rate implicit in the contract)
Services received

The fair value of services received in the year 1s recorded in net operating costs

Docklands Light Railway Limited Annual Report and Financial Statements for the year ended 3| March 2016 17




Accounting Policies

Assets

Assets are recogmised as property, plant and equipment or intangible assets when they come into use The assets are
measured mitially at far value in accordance with IAS 17 Leases ("IAS 17")

Where the operator enhances assets already recognised in the Statement of Financial Position, the farr value of the
enhancement in the carrying value of the asset 1s recognised as an asset

Liabilities
A PFI ability 1s recognised at the same time as the assets are recognised It 15 measured initially at the same amount as
the fair value of the assets and (s subsequently measured as a finance lease liability in accordance with 1AS |7

An annual finance cost is calculated by applying the implicit interest rate in the lease to the opening lease liability for
the year, and 1s charged to 'Financial expenses’ within the Income Statement

The element of the uritary payment that 1s allocated as a finance lease rental 1s applied to meet the annual finance
cost and to repay the lease hiability over the contract term

Life cycle replacement

Components of the asset replaced by the operator during the contract {'lifecycle replacement’} are capitalised where
they meet the Company critena for capital expenditure They are capitalised at the time they are provided by the
operator and are measured initially at their fair value

PFI arrangements accounted for as operating leases are not recognised in the Statement of Financial Position and are
dealt with as detailed in note k) above

q) Impairment
Non-financial assets

Impairment occurs when an asset would otherwise be recorded in the Financial Statements at an amount more than is
recoverable from i1ts use or sale

At each reporting date, the Company reviews the carrying amount of those assets that are subject to amortisation to
deterrmine whether there 1s an indication that any of those assets has suffered an imparrment loss If any such
indication exists, the recoverable amount of the asset 15 estimated in order to determine the extent of any imparrment
loss

Imparrment losses are recognised in the Income Statement
t) Provisions

Prowvistons are recognised when the Company has a present obligation as a result of a past event, it 1s probable that the
Company will be required to settle that obligation and a reliable estimate can be made of the amount of the obligation
Prowvisions are measured at Management’s best estimate of the consideration required to settle the obligation at the
Statement of Financial Pesition date, and are discounted to present value where the effect 1s matenal

s} Financial instruments

Financial assets within the scope of IAS 39 Financial Instruments Recognition and Measurement {"IAS 39"} are
classified as

* financial assets at farr value through the Income Statement,
¢ loans and receivables, or
s available for sale financial assets

Financial liabilities within the scope of JAS 39 are classified as either financial labilities at far value through the Income
Statement or financial babilities measured at amortised cost
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The Company determines the classification of rts financial instruments at imibial recogmition and re-evaluates this

designation at each financial year end When financial instruments are recognised initially, they are measured at farr
value, being the transaction price plus any directly attributable transactional costs The exception to this is for assets
and labilities measured at fair value through the Income Statement, where transaction costs are immediately
expensed The subsequent measurement of financial instruments depends on therr classification as follows

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determunable payments that are not
quoted on an active market. do not qualify as trading assets and have not been designated as either 'fair value
through the Income Statement’ or ‘available for sale' Such assets are carmed at amortised cost using the
effective interest rate method If the time value of money is significant Gains and losses are recognised In the
Income Statement when the loans and recevables are derecognised or impawred, as well as through the
amortisation process

Trade and other receivables

Trade and other receivables are recognised imitially at far value and subsequently at amortised cost for trade
receivables this 1s after an allowance for estmated impairment The allowance Is based on objective evidence
that the Company will not be able to recover all amounts due. through a review of all accounts and prior
experience of collecting outstanding balances Changes in the carrying amount of the allowance are
recogmised in the Income Statement

The farr value of trade and other recewvables i1s estimated as the present vatue of future cash flows, discounted
at the market rate of interest at the reporting date This fair value 1s deterrmined for disclosure purposes

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits with matunity, at the date of acguisition,
of less than or equal to three months

Financial lizbilities measured at amortised cost

All non-denvative financial habilities are classified as financial habilities measured at amortised cost Non-
derivative financial Liabibties are initially recognised at the fair value of the consideration recewved, less directly
attnbutable 1ssue costs After initial recognition, non-derivative financial liabilities are subsequently measured
at amortised cost using the effective interest rate method Gains and losses are recognised in the Income
Statement when the liabilities are derecognised or imparred. as well as through the amortisation process

Trade and other payables

Trade and other payables are recognised initially at far value and subsequently at amortised cost using the
effective interest method

Interest bearing loans and borrowings
All loans and borrowings are classified as financial labilittes measured at amortised cost
Obligations under finance leases and PFI arrangements

All obligations under finance leases and PFl arrangements are classified as financial liabilities measured at
amortised cost
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Impairment of financial assets

A financial asset 1s assessed at each reporting date to deterrmine whether there 1s any objective ewidence that it 1s
impaired A financial asset 1s impaired If objective ewidence indicates that a loss event has occurred after the mitial
recognition of the asset. and that loss event had a negative effect on the estimated future cash flows of that asset that
can be estimated reliably Individually significant assets are tested for imparment on an individual basis When a
subsequent event causes the amount of impairment loss to decrease, the decrease in impairment loss 1s reversed
through the Income Statement

Al impairment losses are recognised in the Income Statement
t) Fair value measurement

IFRS 13 Far Value Measurement requires that financial instruments and other assets and liabilities that are measured in
the Statement of Financial Position at far value are measured by level of the following far value measurement
hierarchy

o Level I: quoted prices (unadjusted) in active markets for identical assets

The fair value of financial instruments traded in active markets s based on quoted market prices at the
reporting date A market 1s regarded as active if quoted prices are readily and regularly avallable from an
exchange, dealer, broker, industry group pricing service, or regulatory agency, and those prices represent
actual and regularly occurning market transactions on an arm's length basis The quoted market price used for
financial assets held by the Group 1s the current bud price

e Level 2- inputs other than quoted prices included that are observable for the asset or labllity, either
directly {that is, as prices) or indirectly (that is, derived from prices)

The fair value of financial instruments that are not traded in an active market (for example over the counter
derivatives or infrequently traded listed investments) are determined by using valuation techniques These
valuation techniques maximuse the use of observable market data where it 1s available and rely as little as
possible on entity specific estimates If all significant inputs required to fair value an instrument are observable
the nstrument 15 included in level 2

e Level 3: inputs for the asset or liability that are not based on observable market data (that is, unobservable
inputs)

Speaific valuation techniques, such as discounted cash flow analysis, are used to determine fair value of the
remaining financial instruments

Docklands Light Railway Limited Annual Report and Financial Statements for the year ended 31 March 2016 20




Notes to the Financial Statements

I Revenue

For the year ended 31 March

Traffic revenue
Fares collected

Revenue in respect of free travel for the elderly
and disabled

Other revenue
Rents recevable
Commercial advertising

Other revenue

Total revenue

2 Grant income

For the year ended 31 March

Revenue grant iIncome recervable

Grant from Tfl. to fund operations

2016 2016 2015 2015
£m % £m %
161.0 94 0% 148 5 94 7%
35 20% 35 2 2%
164 5 96 0% 1520 96 9%
| 2 07% 06 04%
53 3I1% 4 | 2 6%
04 0.2% 0l 01%
69 4 0% 48 31%
171 4 100 0% 156 8 100 0%
2016 2015

£m £m

10.6 143
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3 Operating profit

For the year ended 31 March 2016 2015
Note £m £m
Operating profit is stated after charging/icrediting):
Capital items
Depreciation of property, plant and equipment - leased 9 70 70
Depreciation of property, plant and equipment - owned 9 47.7 473
Amortisation of intangible assets 3 02 _
Release of deferred capital grants to the Income Statement 16 {39 7) (33 0)
Other operating costs
Employee costs 4 3.8 33
Payments under operating leases 0.7 07
Auditors' remuneration
The Company had no audit fees for the years ending 31 March 2016 or 31 March 2015
4 Employee costs
For the year ended 31 March 2016 2015
Number Number
Average number of employees (including directors) in the year 40 36
£m £m
Wages and salaries 28 24
Soqial security 03 03
Defined contribution pension costs 07 06
38 33
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5 Directors' emoluments

For the year ended 31 March 2016

Number

Number of directors who received remuneration from the Company during
the year I

Number of directors who were members of a defined benefit pension scheme |

2015

Number

Directors’ emoluments and benefits were borne by other Group compares for 6 directors {201 4/15 6 directors)

The highest paid director received the following remuneration

2015

E
105,737
110,515

2015
Em
275
I3

2016

£

Salaries, fees and benefits in kind 105,345

Accrued benefit under defined benefit pension scheme 119,083
6 Financial expenses

For the year ended 31 March 2016

£m

Interest on loans from fellow Group undertakings 275

Interest on finance lease Liabilities 98

37.3

388
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7 Taxation

Reconciliation of tax expense

For the year ended 3 March

Result before tax
Result before tax multiplied by standard rate of Corporation Tax in the UK
of 20% (20t 4/15 21%}

Effects of.
Amount charged to the current tax computation for which no deferred tax
was recognised

Tax losses carried forward for which no deferred tax was recognised

Group relief surrendered

Income tax expense for the year

Unrecognised deferred tax

Deferred tax assets have not been recognised in respect of the following items

Deductible temporary differences

Tax losses

2016 2015
£m £m
(7.4) -
02 -
72 -
31 March 31 March
2016 2015
£m fm
128 8 145 0
18 17
130 6 150 7

The items above do not expire under current legislation Deferred tax assets have not been recognised in respect of

these tems because It 15 not probable that future taxable profits will be available against which the Company can

utiise the benefits

Recognised deferred tax

There were no recogrised deferred tax assets or liabiities as at 31 March 2016 or 31 March 2015

The Corporation Tax rate was reduced from 23 per cent to 2| per cent on | Apnl 2014, and from 21 per cent to 20 per
cent on | Apnl 2015 On 15 July 2015 further legislation was enacted setting the Corporation Tax rate at 19 per cent
for the years starting | Apnl 2017, 2018 and 2019 and at 18 per cent for the year starting | April 2020 In March 2016
the government issued a proposal to further reduce the main rate of Corporation Tax to 17 per cent This reduction,
however, has not yet been enacted As the Company's deferred tax balances are not expected to be settled until after

April 2020, deferred tax balances at 31 March 2016 have therefore been calculated at the enacted rate of 18 per cent
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8 Intangible assets

a) Intangible assets at 31 March 2016 compnsed the following elements

Cost or valuation
At | Apnl 2015

Transfers from property, plant and equipment
At 31 March 2016

Amortisation
At | Apnl 2015
Charge for the year

At 31 March 2016

Net book value at 31 March 2016
Net book value at | Aprit 2015

b} Intangible assets at 31 March 2015 compnsed the following elements

Cost or valuation
At Apnl 2014

At 31 March 2015

Amortisation
At | April 2014

At 31 March 2015
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% Property, plant and equipment

a) Property, plant and equipment at 31 March 2016 comprised the following elements

Infrastructure Assets in the
and other Plant and course of
Note property Rotling stock equipment construction Total
Em £m £m £m Em

Cost or valuation
At | April 2015 1,719 4 2463 §43 7 520 2,161 4
Additions 81 I 0 02 245 338
Transfers {to}/from other asset
classes 398 03 11 41 2) -
Transfers to intangible
assets - - - (1 {1
Disposals {tn - - - {1
At 31 March 2016 1,766 2 247 6 145 @ 34.2 2,193 0
Depreciation
At | Apnl 2015 4567 94 9 836 - 63512
Charge for the year 3 376 89 82 - 547
At 31 March 2016 494 3 03 8 91 8 - 689 9
Net book value at 3| March
2016 1,271 9 143 8 5312 342 1,503.1
Net book value at { April 2015 1,262 7 151 4 60 | 520 1,526 2

bl Property, plant and equipment at 3| March 2015 comprised the following elements

Infrastructure Assets in the
and other Plant and course of
Note property Rolling stock equipment construction Total
£m £m £m £m £m
Cost or valuation
At | April 2014 1,6753 245 4 143 5 300 2,094 2
Additions 49 | - 01 246 738
Transfers {tol/from other asset
classes 15 09 02 {2 6) -
Disposals {6 5) - 1) - {6 6)
At 31 March 2015 1,719 4 246 3 143 7 520 2.161 4
Depreciation
At | Aprl 2014 4222 860 753 - 5835
Charge for the year 3 370 89 84 - 543
Disposals (2 5) - o1} - (2 6)
At 31 March 2015 4567 94 9 836 - 6352
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<) The net book value above includes the followings amounts in respect of leased assets

Infrastructure
and other
property Rolling stock Total
£m £m £m
Net book value
At 31 March 2016 148.8 44 8 193.6
At 3| March 2015 1510 49 6 200 6
|0 Trade and other receivables
2016 2015
fm Em
Current
Trade receivables 04 03
Amounts due from fellow Group undertakings 05 0t
Other tax and social security 29 35
Accrued income 01 1 4
Other recevables (N 06
5.0 59
Non-current
Other recetvables 87 -
Prepayments and accrued income - 70
37 70
I Cash and cash equivalents
2016 2015
Em fm
Cash at bank ol 01

Docklands Light Rallway Limited Annual Report and Financial Statements for the year ended 3t March 2016

27




Notes to the Financial Statements

12 Trade and other payables

Current

Trade payables

Accruals and other payables

Project accruals

Amounts due to fellow Group undertakings
Deferred income

Salaries and wages

Non-current
Trade payables

Deferred income

|3 Borrowings

Non-current

Amounts due to fellow Group undertakings

Amounts due to fellow Group undertakings

All borrowings due to fellow Group undertakings are repayable on demand with a two year notice period

No notice has been given on these loans as at the date of signing of these accounts

The weighted average interest rates on borrowings outstanding at the year end were as follows

Woeighted average interest rate

2016 2015
£m £m
84 128
182 145
3.4 g0
4.2 472
40 39
02 03

38.4 447
0.2 012
17 24
19 26

2016 2015
£m £fm

658 2 658 2

2016 2015

4 17% 417%
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14 Finance lease liabilities

Current

Finance lease payables

Nen-current

Finance lease payables

Finance lease Liabilities are payable as follows

At 3| March 2016

Amounts fallng due in less than one year
Amounts falling due between | and 2 years
Amounts falling due between 2 and 5 years

Amounts falling due in more than 5 years

Total at 31 March 2016

At 31 March 2015

Amounts falling due i less than one year
Amounts falling due between | and 2 years
Armounts falling due between 2 and 5 years
Amounts falling due in more than 5 years

Total at 31 March 2015

2016 2015
£m £m
230 2] 4
1323 1556
Mirnimum
lease
payments Interest Principal
Em £m £m
31.8 (8.8} 230
32.4 {7.4) 250
1190 {11.7) 107 3
123 {12 3) -
1955 {40.2) 1553
317 (10 2) 215
31 8 (8 9} 229
1033 {17 3} 860
6l 2 {14 6} 46 6
2280 {510 1770
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|5 Service concession agreements

Private Finance Initiative contracts accounted for under IFRIC 12 Service concession agreements {"IFRIC 12")

The Company Is party to a Prnivate Finance Initiative {("PFI") arrangement for the design, construction and maintenance
of the City Greenwich extension to the DLR, which been brought on to the Statement of Financial Position in
accordance with IFRIC 12

This contract started on | October 1996 and 1s due to end on | April 2021 The construction of the extension was

completed on 20 November 1999, which 1s when the line became operational The Company retains ownership of the
assets constructed on these contracts

The contract requires the Company to make payments, which are charged monthly and adjusted for any penalties
relating to adverse performance aganst output measures describing all relevant aspects of the contract There are no
voluntary break options in the contract

Under IFRSs the payments are apportioned between the repayment of the hability, financing costs and charges for
services The service charge 1s recognised as an expense In net operating costs and the finance costs are charged to
financial expenses in the Income Statement

Financing costs under the arrangerment are charged at the rate of 9 77% (2014/15 9 77%)

|6 Deferred grants and other contributions

2016 2015
Nate £m £m
Deferred grants and other contributions at start of year 656.7 618 |
Capital grant received during the year 46 6 289
Third party contnbutions and other capital grants 1.5 517
Reteased to the income statement
To meet the depreciation charge 3 (397 38 0)
On disposal of property, plant and equipment (n {4 0)
Deferred grants and other contnibutions at end of year 664.0 656 7
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|7 Pensions

The Company offers retirement plans to its employees
Public Sector Section of the TfL Pension Fund

During the year, the majonty of the Company's staff were members of the Public Sector Section of the TfL Pension
Fund, which is a final salary scheme established under trust Benefits are based on employees’ length of service and
final pensionable pay The Fund's Trustee 1s the TfL Trustee Company Limited, a wholly owned subsidiary of
Transport for London Under the rules of the Fund, its 18 trustee directors are nominated in equal numbers by
Transport for London and on behalf of the Fund's membership

Every three years, the TfL Pension Fund's Actuary makes valuations and recommends the tevel of contributions to be
made by the participating employers to ensure long-term solvency of the Fund The latest valuation of the Fund was
carned out as at 31 March 2015 by the Actuary, a partner of consulting actuanes Towers Watson, using the projected
umt method

A revised Schedule of Contnibutions was agreed between the Trustee and the employers following the 2015 formal
funding valuation of the Tfl. Pension Fund

For the Public Sector Section, employer's contributions for the pened from | Apnt 2016 untl 31 March 2022 will
continue to be 31 0%, with an addittonal lump sum of £37 8m, increased in Line with RPI, payable by 31 March 2018
The recovery plan states that the expectation is that the funding shortfall will be eliminated by March 2022

It is not possible to identify the Company's share of the underlying assets and defined benefit obligation of the Public
Sector Section of the TfL Pension Fund This 15 because the plan exposes the participating entities to actuanal nsks
associated with the current and former employees of other entities, with the result that there s no consistent and
reliable basis for allocating the obligation, plan assets and cost to individual entities participating in the plan Thus, in
accordance with 1AS |9, the Company accounts for contributions to the Public Sector Section as If they were
contnbutions to a defined contribution plan The Company's contrnbutions to the Fund of £0 7 mullion (2014/15 £0 6
million) have been charged to the Income Statement

A valuation of the Public Sector Section of the TfL Pension Fund has been prepared for accounting purposes on an I1AS
|9 basis as at 31 March 2016 The assumptions used by the actuary are the best estimates chosen from a range of
possible actuanal assumptions, whilst the present value of the sections' defined benefit obligation 1s derived from cash
flow projections Due to the timescale covered, neither the assumptions nor the cash flow projections may necessarily
be borne out in practice

The Labiiies for the TfL Pension Fund have been calculated using the mortality assumptions adopted for the latest
funding valuation as at 31 March 2015 Standard mortality tables were used, adjusted to reflect the recent mortality
expenence of the Fund's pensioners at that date An allowance was made for future mortality improvements based on
the CMI 2015 projections with a long term improvement rate of | 25 per cent per annum

The 1AS |9 deficit on the Public Sector Sectton of the TfL Pension Fund at 31 March 2016 was £3.091 ¢ millon (31
March 2015 £2.737 5 millon}  As stated above, it 15 not possible to identify the Company's particular share of the
deficit  Further details of the Public Sector Section position can be found in the Statement of Accounts of Transport
for London

IAS 19 specifies how key assumptions should be denved and applied These assumptions are often different to the
assumptions adopted by the pension scheme actuary and trustees in determining the funding position of pension
schemes

The IAS (9 valuation 15 broadly based on the Section's assets betng valued at market value at year end, using quoted
market prices for the valuation of equities and bonds The defined benefit obligation 1s discounted at the rate of return
on high quality corporate bonds of equivalent term to the defined benefit obligation
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The far value of the Fund's assets, which are not intended to be realised in the short term and may be subject to
significant change before they are realised, and the present values of the Fund's babilities, which are derived from cash

flow projections over long penods and are thus inherently uncertain, were as shown below

The figures include the assets and defined benefit obligation of the entire Public Sector Section of the TfL Pension
Fund, and include members who are employed by, and whose contributions are made by Transport for London and its
subsidianes This 1s because, as stated above, 1t 1s not possible to identify the Company's particular share Further
details of the Public Sector Section's position can be found in the Statement of Accounts of Transport for London

Actuarial assumptions at 31 March

Inflation - RPI

Inflation - CPI

Rate of increase in salanes

Rate of increase in pensions in payment and deferred pensions

Discount rate

Fair value of Section assets and liabilities at 3! March

Equities
Bonds
Cash, property and other assets

Total market value of assets

Actuanal value of Section Liabilities

Closing Section net obligation
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2016 2015

% %

3 00% 300%

2 00% n/a

3 00% 300%

2 98% 298%

3 60% 335%
Value at 31 Value at 31
March 2016 March 2015
£m £m

6,165 | 6,758 5
1,922 4 1,140 4
547 258
8,142 2 7.9247
{11,234 1) (10,662 2)
{3.091 9) (2,737 5)
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Docklands Light Railway Penston Scheme (the “DLR Scheme”)

The DLR Scheme 1s a defined benefit scheme established under trust in the UK that prowvides both pensions in
retrement and death benefits to members The latest defimtive trust deed and rules are dated 5 May 201! The
Trustees are responsible for the operation and governance of the DLR Scheme, including making decisions regarding
funding and investment strategy in conjunction with DLR, as the Princtpal Employer of the DLR Scheme

Every three years the Scheme Actuary of the DLR Scheme carries out a valuation to assess the funding position and to
determine the future levels of contnbutions The last valuation was carned cut as at | Apnl 2015 and a schedule of
contributtons was agreed in June 2016 This valuation has been adjusted for the purposes of these disclosures by a
qualified independent actuary The major assumptions used by the actuary were {in nominal terms) as follows

Actuarfal assumptions at 31 March

2016 2015

% %

Inflation - RPI 3.20% 320%
Inflation - CPI 2.20% nfa
Rate of increase in salaries 3.70% 370%
Rate of increase in pensions in payment and deferred pensions 2.00% - 3.10% 310%
Discount rate 3.60% 340%

The expected future Ufetime of a male pensioner aged 6515 2| 8 years For a future pensioner retinng in 20
years, this increases to 23 5 years

Keolis Amey Docklands Limited ("KAD") was awarded the franchise to operate the Docklands Light Railway from 7
December 2014 and 1s a Participating Employer in the DLR Scheme The contributions payable by KAD to the DLR
Scheme are set out in the franchise agreement between DLR and KAD dated 17 July 2014 These are to pay 35 7% per
annum of pensicnable salaries into the Scheme, the PPF levy and additional contributions if actual pensionable salary
increases exceed RPI + | 5% per annum The previous franchisee of the Docklands Light Rallway, Serco Limited
{"Serco"), ceased paying contributions towards future benefit and accrual and expenses from 7 December 2014,
although they are still able for some contnibutions towards the deficit of the DLR Scheme As at 31 March 2016 the
following contnbutions are due to be paid by Serco Limited to the DLR Scheme £8 25m on or before 2 January 2017
and £8 25m on or before 2 January 2018 (as disclosed in the Pensions Regulator report under section 89 issued
September 2015)

DLR, as the Principal Employer of the DLR Scheme, 1s responsible for meeting any further costs towards the cost of
accruing benefits and remowving the deficit, over and above the contributions payable by KAD and Serco. if necessary
Following the completion of the 2015 valuation, it was agreed that DLR will pay 12 8% per annum of Pensionable
Salanes towards future benefit accrual, plus additional contributions towards the deficit of £0 Im per annum untit |
Apnil 2020 As these contributions were set with effect from | Apnl 2015, DLR will pay an amount in lieu of the
contributions due before the new schedule of contributions was signed In addition, DLR will pay additional
contributions if actual pensionable salary growth exceeds RPI + 0 75% per annum (up to RPI + | 5% per annum)

Over the year beginning | April 2016 the contnbutions expected to be payable to the DLR Scheme are expected to be
around £6 5m from KAD, £8 25m from Serco and £2 75m from DLR
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A valuation of the DLR Scheme has been prepared for accounting purposes on an IAS 19 basis as at 31 March 2016

The assumptions used by the actuary are best estimates chosen from a range of possible actuanal assumptions, whilst
the present value of the DLR Scheme's defined benefit obligation 1s based on future cash flow projections Neither the
assumptions nor the cash flow projections may necessanly be borne out in practice The mortality assumptions used
are based on those used by the Trustees for the 2015 valuation {105% of the S2PA tables, adjusted to reflect the
Scheme membership, and the CMI 2014 projection model for future mortality improvements), except with a lower

long-term annual rate of mortality improvements of 1% to reflect a best estimate. rather than a prudent assumption,

of future iImprovements

1AS 19 valuation

The assets in the DLR Scheme at year end were:

Value at 31 Value at 31

March March

2016 2015

£m £Em

Growth assets* 122 6 1146
Liability Driven Investment Fund 39.6 327
Cash | 4 15
Insured pensioners 1 10
Fair value of scheme assets 1647 149 9

* These were invested broadly as follows at 31 March 2016 34% equities, 21% diversified growth funds, 24%

hedge funds, 10% multi asset credit funds and | | % property

Value at 3| Value at 31

March March

2016 2015

£Em fm

Present value of funded obligations 1858 1819
Fair value of scheme assets 164.7 149 9
Net defined benefit obligation 21 1) (320

The discounted DLR Scheme defined benefit obligations have a duration of approximately 24 years

As indicated in the paragraphs above, the DLR Scheme’s funding arrangements mean that DLR 1s currently unable to

identify ts share of the total net defined benefit obligation of £21 Im on a consistent and reasonable basis It has
therefore taken the exemption permitted under IAS 19 for multi-employer schemes and treats contributions to the
DLR Scheme as if they were contributions to a defined contribution plan No defined benefit obligation has been

recogrised in the Statement of Financial Position in respect of this scheme

No contributions were payable by DLR into the DLR Scherne in the year ended 31 March 2016 (2014/2015 £rul)
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I8 Share capital

2016 2015
£m Em
Share capital issued and fully paid

100 ordinary shares of £1 each - -

19 Financial instruments

Financial nsk management
The Company's financial nsk management operations are ultimately carried out by the Board of Directors

The Company's financial instruments comprise trade and other receivables, cash and cash equivalents, trade and other
payables, borrowings and finance lease labilties The Company finances operations from these financial instruments
The Company does not undertake speculative treasury transactions

The Company 1s exposed to a number of financial nsks in the normal course of its business operations, the key of
which are laid out in the paragraphs below

Credit risk

Credit nisk 15 the nisk of financial loss to the Company If a customer or counterparty to a financial instrument fails to
meet contractual obligations Credit nsk arises from deposits with banks and financial institutions and from the
Company's customers and suppliers

The Company follows the TfL Finance Manual guidelines with respect to assessing the credit worthiness of potential
customers These guidelines include processes such as obtaining approval for credit lirmits over a set amount,
performing credit checks and obtaiming additional secunty when required

Liquidity risk

Liqudity nisk 1s the risk that the Company will not be able to meet its financial obligations as they fall due The
Company's exposure to iquidity nsk is low as TfL provides financial support to the Company

In accordance with the Local Government Act 2003 TfL sets an affordable borrowing limit As long as the affordable
borrowing limit 1s not exceeded TfL 15 able to borrow from the Public Works Loan Board and raise debt on capital
markets There 1s no significant nisk that TfL. would be unable to raise finance to meet the TfL Group financial
commitments

Market nsk

The Company 15 exposed to market risk in respect of interest rate nsk onty The Company 15 not exposed to any
matenal price or currency nsk

Interest rate risk

The Company does not have any exposure to interest rate nisk on its financial labilities as the only interest bearing
financial instruments are fixed interest loans from TfL and finance lease biabibties with a fixed interest rate

The Company ts exposed to interest rate nsk on cash balances This risk 1s managed by TfL, the Company's ultmate
parent
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Sensitivity analysis
Fair value sensitivity analysis for fixed interest instruments

Changes in the market interest rates of financial nstruments with fixed interest rates only affect income «f these are
measured at their fair value All the Company's financial instruments with fixed rates of interest are accounted for at
amortised cost and are not subject to interest rate risk as defined 1n IFRS 7 Financial Instruments Disclosures

Contractual maturity of financial babilities

Borrowings from TfL are repayable on demand with a two year notice peniod  Interest on borrowings from TfL 1s paid
annually The contractual maturity of finance lease hiabilities 1s as set out in note |4 With the exception of £0 2m of
trade payables fatling due in more than |2 months, all other financial instruments are due within one year

Fawr value of financial instruments

The fair value of the Company's finance lease labilities and other financial instruments 1s not matenally different to
their carrying value

Capital management

The capital structure of the Company consists entirely of shareholder's equity and borrowings from the Company's
ultimate parent, TfL The Company has no external borrowings and no externally imposed capital requrements It 1s
not anticipated that the Company will require external borrowings for the foreseeable future as it I1s provided with
grants and borrowings from its ultimate parent, TfL, to fund operations and capital projects

The Company does not have a credit rating but TfL, the Company's ultimate parent which prowvides financial suppoert to
the Company. has a credit rating of AA with Fitch, AA+ with Standard & Poor's and Aa2 with Moody's
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20 Operating lease commitments

Operating lease commitments - The Company as lessee in related party contracts
The Company 1s comrutted to the following future minimum lease payments under non-cancellable operating
leases with fellow undertakings within the Transport for London Group All leases have been entered into on

commercial terms

Rail access
£fm

At 3t March 2016
Amounts due In less than one year 08
Amounts due inyears | to 5 33
Amounts due in more than 5 years 175
216

At 3| March 2015
Amounts due in less than one year 07
Amounts due nyears | to 5 33
Amounts due in more than 5 years 169
209

21 Capital and other financial commitments

a) At 31 March 2016, the Company had capital commitments of £33 O0m which are contracted for but not provided
for in the Financial Statements (2015 £13 8m)

b} At 31 March 2016, the Company had no other financial commitments which are contracted for but not provided
for 1n the Financial Statements {2015 £nil)

22 Contingent liabilities

There are a number of uncertainties surrounding projects, including claims in the course of negotiations, which may
affect the financial performance of the Company Where claims are possible but not probable, or unquantifiable, such
claims are treated as contingent Liabilies Contingent liabilities are not recognised in the Statement of Financial
Position, but are monitored to ensure that, where a possible obligation has become probable or a transfer of economic
benefits has become probable, a provision 1s made

The impact of these contingent liabilities on the Company's financial performance, liquidity or financial position 1s not
considered to be matenal
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23 Related party transactions

During the year none of the Company's directors, key management personnel or parties related to them, have
undertaken any matenal transactions with the Company (2014/15 none) Details of directors' emoluments can be
found in note 5

The Company 1s a wholly owned subsidiary of TfL  TfL 15 a statutory corporation established by section 154 of the
Greater London Authonty Act 1999 ("GLA Act 1999"} It 1s a functional body of the Greater London Authonty ("GLA"}
and reports to the Mayor of London  TfL 1s classified as a government entity in accordance with 1AS 24 Related Party
Disclosures ("|AS 24"} and the Company 1s therefore also classified as a government entity in accordance with 1AS 24

The GLA and its other functional bodies, and all other subsidiaries of TfL, are considered to be related parties of the

Company

The Company has traded with the following related parties that are classified as government entities

Recelpt of funding from TfL in the form of grants (see notes 2 and | 6),

Interest accrued on loans from TfL as disclosed in note 6

Included in operating costs and property, plant and equipment for 2014/15 are payments to City Arport Rail
Enterprises PLC and Woolwich Arsenal Rait Enterpnses Lirited for the upgrade and maintenance of the
railway

For the year ended 31 March

2016 2015

£m £m

City Aurport Rait Enterpnises PLC - (2
Woolwich Arsenal Raill Enterpnses Limited _ 07

The Company has completed the following further transactions that are collectively significant transactions with
related parties

. Recharge for vanous services and provision of equipment by TTL and TfL

These transactions are conducted in the ordinary course of the Company's business on terms comparable to those
with other entities that are not government-related

24 Ultimate parent undertaking

The Company 1s a wholly owned subsidiary of TTL, a company controlled by Tfl which 1s the ultimate parent
undertaking

The largest group in which the results of the Company are consolidated is that headed by TfL., a statutory corporation
The smallest group in which they are consolidated is that headed by TTL, a company incorporated in England and
Wales

The Board of Docklands Light Railway Limited has been given assurances of financial support by TfL

Copies of the consolidated accounts for TEL are available from Windsor House, 42-50 Victona Street, London, SWIH
0TL
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25 Events occurring after the reporting date

At the date on which the Financial Statements were approved by the Board of Directors there had been no event that
had occurred since 31 March 2016 that would have a matenal impact on these Financial Statements
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