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PURPOSE AND DECISION REQUIRED

The purpose of this report is to present TfL’s Annual Report and Accounts for
the year ended 31 March 2009, to request the Board’s approval of the
Statement of Accounts included in the Annual Report and to seek the Board’s
approval for the publication of TfL’'s 2008/09 Annual Report.

The Annual Report and the Statement of Accounts for the year ended 31 March
2009 were considered by the Audit Committee at its meeting on 10 June 2009.

BACKGROUND

TfL is legally required under section 161 of the Greater London Authority (GLA)
Act 1999 to produce a report on its achievements and the performance of its
functions during the year. Approval of the Annual Report is a matter reserved to
the Board under TfL’s Standing Orders. The Annual Report includes the
information that is required under the GLA Act.

The 2008/09 Annual Report will include TfL's Statement of Accounts for the
year ended 31 March 2009. While this is not a legal requirement, it is regarded
as good practice and will assist key audiences in understanding TfL’s financial
and operational performance over the year.

STATEMENT OF ACCOUNTS

The Statement of Accounts has been prepared in accordance with the
provisions of the Audit Commission Act 1998 and the Accounts and Audit
Regulations 2003 (‘the Regulations’). The form, content and accounting policies
followed in preparing the Statement are as prescribed in the Regulations and by
the Code of Practice on Local Authority Accounting developed and published by
the Chartered Institute of Public Finance and Accountancy (CIPFA) and the
Local Authority (Scotland) Accounts Advisory Committee (LASAAC) joint
committee (‘the SORP’). This SORP is updated annually.

As well as prescribing the format of the Statement of Accounts, the Regulations
require that the income and expenditure account and balance sheet are
approved by a resolution of a Committee of the Board, or otherwise by a
resolution of the members of TfL, meeting as a whole. Such approval is to take
place as soon as practicable and in any event by 30 June 2009.

Prior to the approval, the Regulations further require that the responsible
financial officer (in the case of TfL, the Chief Finance Officer) shall sign and
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5.2

date the Statement of Accounts and certify that it presents fairly the financial
position of TfL at the end of the year to which it relates and its income and
expenditure for the year.

In addition, the Statement of Accounts must be made available for public
inspection for a period of four weeks following advertisement of the inspection
period. Immediately following the inspection period, the auditors may receive
guestions or objections to the accounts from local government electors in
London. Should any such questions or objections be raised, these will be
reported to the Audit Committee at its next meeting. Should any matters arise
from questions or objections which require, in the opinion of the Chief Finance
Officer, a material change to the Statement of Accounts, he will seek the
approval of the Board to these changes.

ANNUAL REPORT

The narrative has been restructured this year to reflect the Mayoral and TfL’s
business priorities. As well as explaining the organisation’s achievements, there
is a section outlining progress against the current Mayor’s Transport Strategy (a
requirement of the GLA Act).

INFORMATION

The Annual Report will require the insertion of the Mayor’s Foreword and may
still require some changes for design and editorial purposes, but no substantive
changes are expected.

The Annual Report and Statement of Accounts will be available electronically
and also in audio, Braille and a range of other languages.

RECOMMENDATIONS

The Board is asked to:

(&) APPROVE the 2008/09 Annual Report, subject to any comments it might
have;

(b) DELEGATE authority to the Managing Director, Group Marketing and
Communications, to insert the Mayor’s Foreword and make any further
design or editorial changes to the Annual Report as may be required; and

(c) APPROVE the Statement of Accounts and to agree that the Chief Finance
Officer will make any adjustments arising from the ongoing work prior to the
auditors signing their opinion. Should any changes be required to the
Statement of Accounts which, in the opinion of the Chief Finance Officer,
are material, he will seek the approval of the Board to these changes.

CONTACT

Contact: Vernon Everitt, Managing Director, Group Marketing and
Communications and Stephen Critchley, Chief Finance Officer

Phone: 020 7126 4230 and 020 7126 4871
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>Notes to the accounts (continued)

22 Pensions (continued)

c) Principal Civil Service Pension Scheme (continued)

Employers' contributions were payable to the PCSPS at one of four rates in the range 17.1% to 25.5% of pensionable
pay, based on salary bands. Rates will change as of | April 2009, subject to salary band changes. Employer contributions
are reviewed every four years following a full scheme valuation by the Government Actuary. The contribution rates
reflect benefits as they are accrued, not when the costs are actually incurred, and reflect past experience of

the scheme.

d) Railways Pension Scheme

Crossrail Limited (CRL) contributes to the Omnibus Section of the Railways Pension Scheme (RPS). The RPS is a defined
benefit arrangement for rail industry employees. The Omnibus Section is made up of 53 participating employers, each
(apart from CRL) having fewer than 5| active members in the scheme.

The Omnibus Section is valued as a whole and as a result of this, CRL is unable to identify its share of the underlying
assets and liabilities. The Omnibus Section of the RPS it is a multi-employer scheme, and is accounted for as a defined
contribution scheme under FRS |7. An actuarial valuation was carried out on the Omnibus Section of the scheme at 3|
December 2007. The actuarial report showed that there was a surplus between the assets and liabilities of £6.236m for
the total Omnibus Section and the actuary estimated the CRL portion of this surplus to be £217,200.

The current level of total contribution is 27.8%. The findings of the 2007 valuation report have been translated into new
contribution levels of 31 %, effective from | July 2009. The Trustee believes that it would not be prudent to use the
surplus disclosed by the valuation to reduce contributions to less than the future service joint contribution rate.

e) Analysis of movements in pensions reserve
The actuarial gains and losses identified as movements on the pensions reserve can be analysed into the following
categories, measured as absolute amounts and as a percentage of assets or liabilities at 3| March:

[lhsEchemes Group Group Group Group Group

2008/09 2007/08 2006/07 2005/06  2004/03
restated restated restated restated

Difference between the expected and
actual return on assets gain/(loss)
amount (£ million) (1,162.0) (321.9) 72.3 473.7 97.9

percentage of scheme assets 30.9% 7.8% [.7% 12.5% 3.2%

Differences between actuarial assumptions
about liabilities and actual experience gain/(loss)
amount (£ million) (71.7) (156.2) (179.7) 59.8 (99.0)

percentage of the present value of the scheme liabilities 1.4% 3.3% 3.5% 1.3% 2.5%

Changes in the demographic and financial
assumptions used to estimate liabilities gain/(loss)
amount (£ million) 703.2 789.4 (97.9) (354.8) (92.4)

percentage of the present value of the scheme liabilities 14.2% 16.5% [.9% 7.8% 2.3%

Surplus/(deficit) at year end

Fair value of assets at year end 3,757.2 4,124.7 4,137.9  3,794.3 3,058.7
Actuarial value of liabilities at year end (4,945.3) (4,774.3) (5,127.9) (4,564.1) (4,019.4)
Surplus/(deficit) in schemes at year end (1,188.1) (649.6) (990.0) (769.8) (960.7)
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>Notes to the accounts (continued)

22 Pensions (continued)

f) Unfunded pension costs
The Group bears the cost of the augmentation of the pensions of certain employees, who retire early under voluntary
severance arrangements.

In addition, the Group bears the cost of:

> ex-gratia payments which are made to certain former employees who retired more than ten years ago in respect of
service prior to the establishment of pension funds for those employees;

> supplementary pensions, which are made to certain former employees who retired more than ten years ago and prior
to index linking of pensions;

> pensions of LU and London Regional Transport (LRT) former board members who retired more than five years ago
and who did not qualify to join the TfL Pension Fund.

Watson Wyatt, consulting actuaries, were instructed to report on the financial position of the unfunded pension
liabilities as at 31 March 2009 for the purpose of FRS |7 only. The report does not constitute a formal actuarial valuation
of the unfunded pension liabilities. The valuation as at 3| March 2009 was £40.6 million (2008 £42.8 million) and is fully
provided for in these accounts.

23 Movements in reserves

This statement shows the movements on the Group and Corporation’s reserves. It distinguishes between movements
resulting from the gains and losses for the year and movements resulting from transfers between reserves, most of
which the Corporation is required to make in accordance with statute or non-statutory proper practice.

Balance at Gains/(losses) Transfers Balance at

e | April 2008 forthe year between 31 March
reserves 2009

£m £m £m £m

General fund 161.6 (513.9) 507.6 155.3
Earmarked reserves [,442.8 - (301.1) 1,141.7
Capital adjustment account [,359.7 - (204.9) 1,154.8
Fixed asset revaluation reserve [,869.7 (142.5) (72.7) 1,654.5
Group profit and loss reserve 30.1 701.3 61.1 792.5
Capital reserves in subsidiaries 5.8 - - 5.8
Group pensions reserve (606.8) (440.9) 10.0 (1,037.7)
Merger reserve 466. | - - 466.1
Other reserves 82.6 - - 82.6
4811.6 (396.0) = 4,415.6
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>Notes to the accounts (continued)

23 Movements in reserves (continued)

i Balance at Gains/(losses) Transfers Balance at
Corporation | April  forthe year between 31 March
2008 reserves 2009

£m £m £m £m

General fund 161.6 (513.9) 507.6 155.3
Earmarked reserves [,442.8 - (301.1) 1,141.7
Capital adjustment account [,359.7 - (204.9) 1,154.8
Fixed asset revaluation reserve 34.7 19.9 (0.1) 545
Pensions reserve in Corporation (10.1) (5.7) (1.5) (17.3)
Other Corporation reserves (26.9) - - (26.9)
2,961.8 (499.7) = 2,462.1

Earmarked reserves have been established to finance future capital projects, consistent with TfL’s approved Business
Plan, and also to cover contingencies. In addition, reserves have been set aside to finance certain capital projects, which
were not included in the approved Business Plan but have been committed to by the Board, where it is considered

appropriate to fund such projects from reserves.

The pensions reserve represents the FRS |7 pension fund deficits, as set out further in Note 22 to these accounts.
The merger reserve of £466. million arose as a result of the transfer of the net assets of LRT, including the share
capital of London Underground Limited, to TfL in 2003. It represents the share capital of LU and was taken as a credit

to reserves as no consideration was given by TfL in respect of the transfer.

The capital reserves in subsidiaries are distributable reserves in respect of net profits and losses transferred to
provide for future capital investment. Other reserves relate to the transfer of the net assets of LRT and LU to the

TfL group in 2003.
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>Notes to the accounts (continued)

23 Reconciliation of the surplus for the year on the Income and
Expenditure Account to the surplus for the year on the General Fund

The surplus for the year on the General Fund was £507.6 million higher (2007/08 £64. | million lower) than the Income
and Expenditure Account result for the Corporation. This is explained as follows:

The Income and Expenditure Account discloses the income received and expenditure incurred in operating the
Corporation’s services for the year and is equivalent to the profit and loss account of a business. Income and

expenditure and the resulting surplus or deficit for the year is measured in accordance with the SORP which is

essentially the same as UK GAAP.

There are, however, certain items which the Corporation is required to charge or credit to its General Fund when
determining the balance on that Fund which are laid down in statute and non-statutory “proper practices” rather than
being UK GAAP based. An example of this is that depreciation of fixed assets is charged to the Income and Expenditure
Account in accordance with UK GAAP but then excluded from the General Fund in accordance with statute.

The surplus or deficit on the Income and Expenditure Account is the best measure of the Corporation and Group’s
operating financial performance for the year. However, the surplus or deficit on the General Fund is also important
since it indicates whether the Corporation added to or drew on its General Fund balances during the year. This in turn
affects the amount of General Fund balance that the Corporation can take into account when determining its spending
plans for the following year.

The table below gives a detailed breakdown of the differences between the income and expenditure included in the
Corporation’s Income and Expenditure Account in accordance with the SORP, and the amounts that statute and non-
statutory proper practice required the Corporation to charge and credit to the General Fund Balance.
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>Notes to the accounts (continued)

24 Reconciliation of the surplus for the year on the Income and
Expenditure Account to the surplus for the year on the General Fund (continued)

Corporation Corporation

2009 2008
Note £m £m
Amounts included in the Income and Expenditure Account but required
by statute to be excluded when determining the General Fund surplus
or deficit for the year
Depreciation and amortisation of fixed assets e (162.8) (l64.4)
Government grants deferred amortisation matching depreciation llc 42.2 55.7
Net loss on disposal or retirement of fixed assets 8 (5.2) (21.9)
Amount by which pension costs are different from the contributions paid (1.5) -
(127.3) (130.6)
Amounts not included in the Income and Expenditure Account but required
to be included by statute when determining the General Fund surplus or
deficit for the year
Statutory provision for repayment of debt 25 (79.2) 51.7
(79.2) 51.7
Transfers to/from the General Fund that are required by statute to be taken
into account when determining the General Fund surplus/deficit for the year
Transfers made at the discretion of the Corporation to or from reserves that (301.1) [43.0
have been earmarked for specific purposes 23
(301.1) 143.0
Amount by which the surplus on the General Fund for the year was (higher)/lower
than the Income and Expenditure Account result for the year (507.6) 64. |
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>Notes to the accounts (continued)

25 Minimum revenue provision

The Local Government and Housing Act 1989 required a Minimum Revenue Provision (MRP) to be set aside for the
redemption of external debt. As a statutory corporation regulated as if it were a local authority, TfL is required to
comply with the Local Authorities Capital Finance Regulations. New MRP regulations were approved by the Secretary
of State in February 2008. TfL is required to approve an Annual MRP Statement determining the amount of MRP
which it considers to be prudent.

The Department for Communities and Local Government issued guidance setting out four possible methods which
are deemed automatically prudent, but also states that “approaches differing from those exemplified should not be
ruled out... the broad aim of prudent provision is to ensure that debt is repaid over a period that is reasonably
commensurate with that over which the capital expenditure provides benefits.”

While the statutory guidance provides four suggested options for the calculation of MRP, TfL does not consider that
any of these are appropriate to TfL’s circumstances. TfL’s policy on MRP is to treat debt service (interest and
principal) in its business plan as an in-year operating cost. As TfL has a legal requirement to produce a balanced
budget (and this approach had been extended to the full business plan), the cost of debt service is taken account of
in determining whether annual budget and business plans are in balance.

TfL has therefore adopted the following policy:
> No provision is made for debt repayment in advance of years where any such repayment is due;

> Debt service, including principal repayment, is treated as an in-year operating cost and will be funded from income
in the year the debt service is required;

> The ratio of debt service to recurring income (including grant) has a ceiling of 5%
> On a programme view, debt maturity should not exceed the useful life of the capital asset financed.

During the year, TfL has released the £79.2 million balance of MRP held at 3| March 2008 to the General Fund from
the Capital Adjustment Account.

26 Capital Commitments Group Group Corporation Corporation
2009 2008 2009 2008
restated

£m £m £m £m

In respect of contracts placed for:
Surface transport projects 121.3 67.4 49.1 67.4
London Underground projects 1,103.5 320.5 - =
Rail for London projects 206.8 484.8 - -
Other projects - 78.5 - 7.1
1,431.6 951.2 49.1 74.5
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>Notes to the accounts (continued)

27 Financial commitments

a) Operating leases
As at 3| March, the Group and the Corporation were committed to making the following payments during the next year
in respect of operating leases:

Group Group Corporation Corporation
2009 2008 2009 2008
restated
£m £m £m £m
Property leases which expire:

Within one year 1.7 2.2 - -
Between one and five years 15.6 9.3 - -
Thereafter 26.7 27.6 - -
44.0 49. 1 - -

PFl agreements and other leases which expire:
Within one year 144.3 3.9 0.1 -
Between one and five years 9.0 5.2 0.3 0.4
Thereafter 171.7 276.2 27.8 28.6
325.0 285.3 28.2 29.0

Under the Government'’s PFl initiative, agreements have been entered into by London Underground Limited for the
provision by the private sector of a new communications network, new facilities for the British Transport Police and
upgraded high-voltage power generation and distribution systems. Given the substantial risks retained by the private
sector, these transactions are accounted for as operating leases and the assets provided are, therefore, not included
in the balance sheet.

In addition to the above, the Group entered into a PFl for a new gating and ticketing system. This has been accounted for
as an operating lease and the assets have not been included in the balance sheet to date. TfL exercised a termination
clause for the PFl in August 2008. When the contract ends in August 2010, the assets under the PFI will be recorded on
TfL’s balance sheet.

The Group also has PFl agreements and leases in respect of road schemes (including congestion charging), the DLR
Lewisham, City Airport and Woolwich extensions, and motor vehicles. Given the substantial risks retained by the private
sector, these transactions, other than the DLR Lewisham, City Airport and Woolwich extensions, are also accounted for
as operating leases and the assets provided are, therefore, not included in the balance sheet.
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>Notes to the accounts (continued)

27 Financial commitments (continued)

b) PPP

LU has entered into three PPP contracts for the maintenance, enhancement and replacement of LU's operational
assets, although subsequent to the failure of the two Metronet Infracos, two contracts are now intragroup. The
contracts are for 30 years and are re-negotiable every 7.5 years. The amount payable to the PPP contractors is
dependent upon their performance. The capital element of the contracts over the 30 year period is estimated to be
between £15 billion and £20 billion.

c) Contingencies

There are a number of uncertainties surrounding projects, including claims in the course of negotiations, which may
affect the financial outcome. Where claims are possible but not probable, or unquantifiable, such claims are treated as
contingent liabilities. Contingent liabilities are not recognised in the Statement of Accounts, but are monitored to
ensure that, where a possible obligation has become probable or a transfer of economic benefits has become probable,
a provision is made. The financial statements include provisions based on management's best estimate of the outcome
of these uncertainties (see Note 13).

Whilst any disputes are ongoing TfL does not disclose the quantum or timing of any possible settlement as this could
prejudice its commercial position.
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>Notes to the accounts (continued)

28 Related parties

Transport for London is required by the Accounting Code of Practice (ACOP) and FRS 8 Related Party Disclosures to
disclose all material related party transactions.

A related party is one which has direct or indirect control over the organisation, or influence over the financial

and operational policies of the organisation. It follows that those persons who have control or influence over the
organisation or policies of the Corporation may be involved in related party transactions where they also have
control or influence over the organisation which has dealings with the Corporation. A related party transaction can
also arise between parties subject to influence or control from the same external source. The related parties to the
Corporation are:-

> its Board Members, Chief Officers and Commissioner
> Central Government
> Greater London Authority (GLA) and other functional bodies

> partnerships and associated companies, and

\%

the TfL Pension Fund

Disclosure of these transactions allows readers to assess the extent to which the Corporation might have been
constrained in its ability to operate independently or might have secured the ability to limit another party’s ability to
bargain freely with it.

Most of the transactions between these parties are reported elsewhere in the Statement of Accounts. The Accounts
of the TfL Pension Fund are shown separately and are subject to a separate audit opinion.

Board Members, Chief Officers and the Commissioner are required to complete a declaration regarding any related
party transactions.

Central Government is responsible for providing the statutory framework within which the Corporation operates and
provides the majority of its funding in the form of Transport Grant. Transport Grant is paid by the Department for
Transport to the Greater London Authority, which in turn pays the grant to the Corporation. Details of Transport Grant
are disclosed in the Corporation and Group Income and Expenditure Accounts and Cash Flow Statements and are
therefore not included in this note.

During 2008/09 there were no other material related party transactions except as disclosed below.

Total  Outstanding

Total income expenditure  balance at 3|

during the year during the year ~ March 2009

£m £m £m

Greater London Authority (GLA) 0.1 3.8 -
Metropolitan Police Authority (MPA) 0.4 88.5 (11.3)
London Development Agency (LDA) 44.0 [.8 55
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>Notes to the accounts (continued)

29 Guarantees

Section 160 of the Greater London Authority Act [999 sets out the conditions under which TfL may give certain
guarantees, indemnities or similar arrangements.

TfL and its subsidiaries have entered into a joint and several guarantee in favour of HSBC Bank plc as security for any
bank indebtedness outstanding from time to time. TfL gave the guarantee under section 160(l) of the Greater London
Authority Act 1999.

TfL has given guarantees in respect of some of its subsidiary companies’ contracts. The amount that could be
payable by TfL under the guarantees (as described below) varies depending on a number of factors, including, inter
alia, responsibility for termination of the underlying contract, when termination occurs during the life of the contract,
breakage cost and other contractual costs which are not known before the event. For information only, the
approximate maximum amounts of debt that were envisaged to be drawn by the counterparty at the signing of the
agreements are disclosed. For the avoidance of doubt, these amounts may not represent the amounts that could be
payable by TfL under the guarantees but are shown here to give an indication of the relative size of each contract.

Approximate maximum amount of debt available for drawdown under the relevant debt facilities as part of the:

£m
Agreement with Tube Lines 1,803
Agreement with CityLink 502
Agreement with Canary Wharf Properties (Crossrail) Limited 500
Agreement with WARE 218
Agreement with TranSys 197
Agreement with PADCo and EDF Energy Powerlink Ltd 168
Agreement with CARE 164
Agreement with Pittville Leasing Limited 51
Agreement with APSLL 4

Whilst the guarantee in relation to the PPP Contract of Tube Lines noted above is the most significant guarantee issued
on behalf of LU, it should also be noted that TfL guarantees LU termination obligations under a further two contracts
relating to the Northern Line Train Service Contracts and the Jubilee Line Agreement. Unlike the agreements listed
above, the contracts are not based on an initial amount of debt and so cannot be quantified in a similar manner.

No arrangements were entered into with another person under which that person gives a guarantee which TfL has
power to give under section |60 (4) and no indemnities associated with the guarantees were given by virtue of section
160 (5) of the Greater London Authority Act 1999.
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>Notes to the accounts (continued)

30 Mergers and acquisitions

a) Crossrail

At 31 March 2008, the Group owned 50% of the shares of Cross London Rail Links Limited (CRL). On 5 December 2008,
the remaining 50% interest in CRL was transferred to the Group from the Department for Transport. There was no
consideration payable for this transfer. CRL has subsequently changed its name to Crossrail Limited.

Although TfL now controls the day to day operations of CRL, the Crossrail project will continue to be funded in part by
the Department for Transport and it will continue to be the co-sponsor for the project.

The SORP for local authorities requires that merger accounting be applied because CRL was 100% in public sector
ownership before the acquisition. In accordance with FRS 6, the financial information for the current period has been
presented, and that for prior periods has been restated, as if CRL had been owned by the Group throughout the current
and prior accounting periods.
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>Notes to the accounts (continued)

30 Mergers and acquisitions (continued)

b) Tramtrack Croydon

On 27 June 2008, the acquisition of Tramtrack Croydon Limited (TCL) was completed, with |00% of the shares
acquired for a £ consideration, which represented the fair value of net assets acquired. Immediately prior to
acquisition, the Group lent TCL £98 million in order to settle its shareholder loans.

The group comprises TCL and two wholly owned subsidiaries, Tramtrack Leasing Limited, which holds and rents out
assets relating to the concession agreement and Tramtrack Lease Financing Limited, which acts as the intra-group
lessor in respect of the finance leases for tram and track assets relating to the operation of the Croydon Tramlink
system. The assets and liabilities acquired are set out below:

27 June 2008 27 June 2008 27 June 2008

Book Value Fair Value Fair Value

Adjustments total

£m £m £m

Fixed assets 173.5 (75.9) 97.6
Debtors 2.3 - 2.3
Cash [.1 - [.1
Creditors (3.0) - (3.0)
TfL loan (98.0) - (98.0)
Deferred grant (92.4) 92.4 -
Total (16.5) 16.5 -

Purchase consideration -

Goodwill -

The fair value adjustments made above are in respect of the following:

> As there is no active market for the fixed assets of the Croydon Tramlink system, these have been revalued to reflect
management’s best estimate of the current depreciated replacement cost of those assets.

> The deferred grant historically received by Croydon Tramlink has no intrinsic value to the Group and so has been
written down to £nil as a fair value adjustment.

The TCL Group’s contribution to revenue post acquisition was £ 13.2 million. For the year ended 3| March 2008, TCL
Group reported an audited after tax loss of £3.0 million. For the period ended 27 June 2008, the unaudited after tax
profit was £22.7 million.
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>Notes to the accounts (continued)

30 Mergers and acquisitions (continued)

c) Metronet

On 27 May 2008, the acquisition of the assets of the Metronet Infracos from the administrators was completed. During
the previous year, the Group created two new subsidiaries, namely LUL Nominee BCV Limited and LUL Nominee SSL
Limited (the Nominee companies) and during the current year transferred certain assets and liabilities to these
companies under statutory transfer schemes (the Transfer Schemes). Following court approval on 23 May 2008, the
Transfer Schemes were effected on 27 May 2008 for a total cash consideration of £50 million.

The consideration received by the Metronet Infracos was applied by the PPP Administrator as part repayment of the
loan from TfL. This means that no part of the cash consideration remained with the Metronet Infracos and the net
effect for TfL as a whole was cash neutral. However, this is presented as purchase consideration in the table below.

Effective as of the acquisition date, LU and the two Nominee companies entered into a number of agreements to
amend the Infrastructure Service Charge to reflect the debt free status of the two Nominee companies. The
Infrastructure Service Charge for the period from 27 May 2008 is set at such a level to ensure that the Nominee
companies break even. The finance lease creditor in respect of the Metronet PPP contracts was therefore released into
Income during the year. The finance lease creditor balance as at 27 May 2008 was £1,705.5 million (see note 6
Exceptional Items). The release of the finance lease creditor offsets the provision against the loan receivable from
Metronet, recognised in the previous year.

Included in the assets of the Infracos subject to the Transfer Schemes were the shares of Metronet REW Limited and
Metronet TMU Limited. The employees of these two companies entered into new contracts with the Nominee
companies on | July 2008. The assets and liabilities of these companies were transferred to the Nominee companies
for nil consideration under a transfer scheme on 31 March 2009. The transfers of employees, assets and liabilities
within the Group were accounted for under FRS 6 as a reorganisation.
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>Notes to the accounts (continued)

29 Mergers and acquisitions (continued)

c) Metronet (continued)

27 May 2008 27 May 2008 27 May 2008 27 May

Book Value Adjustments Fair value 2008

EERLE for Group  adjustments  Fair Value
policy total

£m £m £m £m

Tangible fixed assets 2,759.8 (2,749.1) - 10.7
Stocks (5.1 - - 15.1
Trade debtors 78.8 - 64.2 137.8
Cash at bank and in hand 157.7 - = 157.7
Creditors: amounts falling due within one year (274.3) - - (274.3)
Other provisions (1.6) - (29.6) (31.2)
Pension provision (13.4) - (50.0) (63.4)
Total 2,716.9 (2,749.1) (15.4) (47.6)
Purchase consideration 50.0
Goodwill 97.6

The fair value adjustments made above are in respect of the following:

> The Metronet companies had historically accounted for the assets which were transferred to them under the PPP
contracts as tangible fixed assets at cost on their balance sheets. However, as described in accounting policy note m,
based on its own analysis following FRS 5 application note F the Group had determined that the balance of the risks
and rewards of ownership rested with LU and these assets had also been recorded on the LU balance sheet.
Accordingly, an adjustment has been made to align the Nominee companies accounting with that of the Group and
so remove the tangible fixed assets and related capitalised interest from the books of the Nominee companies

> As described in accounting policy note m, the Group carries a finance lease creditor balance in relation to the PPP
contracts. This amount broadly represents the timing difference between cash paid to the Infracos and the amount of
work they have already performed. Consideration was given as to whether a finance lease debtor should have been
established in the Nominee companies in the table above to match the related finance lease creditor balance of
£1,705.5 million. However, given the loss making position of the PPP contract in the Nominees, it was considered
that this balance was not recoverable by the Nominees and hence no net adjustment arises

> The other fair value adjustments were primarily a provision for asbestos remediation and an increase in the pension
provision following a full FRS |7 valuation being performed, and recognition of the related amounts anticipated to be
recovered by the Nominees from LU

The Nominees’ contribution to revenue post acquisition was £nil. For the year ended 31 March 2008 and for the period
ended 27 May 2008, the Metronet Infracos did not report a profit or loss as they were in administration and did not
prepare accounts.
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> C h ief Ofﬁ Ce rs (during financial year ending 31/03/09)

'q.._'l

Peter Hendy

Commissioner

Steve Allen

Managing Director
Finance

David Brown lan Brown
Managing Director Managing Director
Surface Transport London Rail

Howard Carter
General Counsel

Michele Dix
Managing Director
Planning

Tim O’ Toole!

Managing Director

London Underground

Malcolm Murray-Clark

Managing Director
Planning

Vernon Everitt

Managing Director
Group Marketing
and Communications

Valerie Todd?

Managing Director
Group Services

Chief Officer changes

'Tim O’Toole left with effect from 30/04/2009. Richard Parry was appointed as Interim Managing Director
London Underground from 01/05/2009

2Valerie Todd left with effect from | 1/01/2009
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Board Members

> B oa rd M e m be rs (during financial year ending 31/03/09)

Daniel Moylan
Statutory Deputy

Boris Johnson
Chairman
Chairman

w0 Christopher Garnett Peter Anderson

' #_‘ Non-statutory Deputy

T e

| Chairman

iy

Claudia Arney
(appointed 19/01/2009)

j Charles Belcher

Sir Mike
Hodgkinson

Dame Tanni
Grey-Thompson

Judith Hunt Eva Lindholm

Steven Norris Bob Oddy
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> Boa rd M e m be rs (during financial year ending 31/03/09)

Patrick O’Keeffe Tim Parker!

Kulveer Ranger Tony West

Keith Williams Steve Wright

Board Member changes
ITim Parker stood down from the TfL Board on 05/12/2008
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Board Members

>Crossrail Board Members

Terry Morgan CBE

Chairman

Rob Holden CBE

Chief Executive

David Allen

Finance Director

Michael Cassidy
CBE

Patrick Crawford Sir Joe Dwyer

Sir Mike
Hodgkinson

Robert Jennings
CBE

» .
-z
Dr Graham Plant Heather Rabbatts

Programme Director I.-} =, \\ CBE
il » -
%
5/
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>Membership of the TfL Board,
panels and committees....: o

>TfL Board >Committees of the Board
Boris Johnson — Chairman Audit Committee
Daniel Moylan — Statutory Deputy Chairman Judith Hunt — Chair
Christopher Garnett — Charles Belcher
Non-statutory Deputy Chairman Daniel Moylan

Peter Anderson Patrick O’Keeffe
Claudia Arney Keith Williams

Charles Belcher Steve Wright

Dame Tanni Grey-Thompson

Sir Mike Hodgkinson Finance Committee
Judith Hunt Peter Anderson — Chair
Eva Lindholm Claudia Arney

Steven Norris Christopher Garnett
Bob Oddy Sir Mike Hodgkinson
Patrick O’Keeffe Eva Lindholm

Kulveer Ranger Daniel Moylan

Tony West Steven Norris

Keith Williams Kulveer Ranger

Steve Wright Keith Williams

Remuneration Committee
Christopher Garnett — Chair
Sir Mike Hodgkinson

Judith Hunt

Boris Johnson

Daniel Moylan

Safety, Health and
Environment Committee
Christopher Garnett — Chair
Charles Belcher

Dame Tanni Grey-Thompson
Judith Hunt

Daniel Moylan

Tony West
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Membership of the TfL Board, panels and committees

>Panels

Planning and Corporate Panel
Judith Hunt — Chair

Peter Anderson

Daniel Moylan

Patrick O’Keeffe

Kulveer Ranger

Tony West

Surface Transport Panel
Steven Norris — Chair
Charles Belcher

Dame Tanni Grey-Thompson
Judith Hunt

Daniel Moylan

Bob Oddy

Patrick O’Keeffe

Keith Williams

Steve Wright

Rail and Underground Panel
Christopher Garnett — Chair
Peter Anderson

Charles Belcher

Dame Tanni Grey-Thompson

Sir Mike Hodgkinson

Daniel Moylan

Tony West

Steve Wright (from 31/03/09)
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>Remuneration

This report outlines TfL's policy
regarding the remuneration of

its Board Members, the
Commissioner and Chief Officers,
who are responsible for directing
the affairs of the organisation.

>Policy for Board Members

Board Members are appointed by

the Mayor and are non-executive.
Remuneration for 2008/09 for each Board
Member (with the exception of the two
Deputy Chairmen) related directly to the
number of panels and committees on which
each member served. Remuneration also
took into account those members who
served as Chair of the committees and
panels, up to a capped maximum.

Remuneration levels are set for each Mayoral
term, but are reviewed periodically to reflect
the responsibilities and accountabilities of
the role. With effect from | August 2004,
the basic fee was £18,000 per annum. Board
Members who acted as Chair, or as a member
of a committee or panel, received additional
fees of £4,000 per annum (as a Chair) and
£2,000 per annum (as a member) for each
appointment. The maximum payment in
aggregate was £24,000 per annum, except for
the position of Deputy Chairman of the Board.
The annual fee was £60,000 per annum in
total for Daniel Moylan, the statutory Deputy
Chairman, and £40,000 per annum for
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Christopher Garnett, the non-statutory
Deputy Chairman. The terms and conditions
of appointment for Board Members are
published on the TfL website (tfl.gov.uk).

>Policy for Chief Officers

Remuneration Committee

The Remuneration Committee consists of
five Board Members. The terms of reference
of the Remuneration Committee include
reviewing the remuneration of the
Commissioner and Chief Officers on behalf
of the Board.

Remuneration policy

Chief Officers are employed by TfL or its
subsidiary companies. The policy of TfL is
to provide remuneration packages for Chief
Officers which are designed to attract, retain
and motivate individuals of the high calibre
required to manage such a large, complex
organisation. Remuneration packages reflect
their responsibilities, experience and
performance. The Remuneration
Committee has established a reward
structure commensurate with this policy.

Reward strategy

TfL's reward strategy aims to pay competitive
market salaries while recognising individual
progress and development through annual
performance reviews. Annual increases in base
pay are contained within an inflation-based
budget. However, in setting individual salary
levels, the Remuneration Committee takes
into account the median position of relevant



markets, the remuneration for other chief
officers, the individual contribution and any
pay parity issues across the organisation.

Performance-related bonus

The Commissioner and Chief Officers are
entitled to an annual performance bonus,
assessed against a range of business
measures. The performance-related
payments reward the achievement of
challenging targets related to the short-term
performance of the organisation.

Targets for Chief Officers are based on Group-
wide and individual Directorate performance.

The bonus paid to the Commissioner, Peter
Hendy, is up to a maximum of 50 per cent of
base salary. The Chief Officers’ bonus is up
to a maximum of 30 per cent of base salary.

Other benefits
Senior officers are eligible to receive various
general benefits including:

> Private medical insurance
> Annual health check-ups
> Subscriptions to professional organisations

> Where appropriate, temporary or medium-
term accommodation

> Pension

> Where appropriate, recompense for loss of
benefits from previous employers and/or
to comply with TfL's policies

Remuneration

> As with all TfL employees, the
Commissioner and Chief Officers are
provided with a free travel pass for
themselves and a nominee valid on
TfL transport modes. Chief Officers
who joined after | April 1996 are
eligible to receive reimbursement of 75 per
cent of the cost of an annual season ticket
on National Rail. Chief Officers employed
by predecessor organisations prior to
April 1996 receive National Rail
facilities in line with the policy of
the predecessor organisation

Pension arrangements

Chief Officers are eligible to join the
defined benefit TfL Pension Fund.

The provisions for Chief Officers are
designed to give a pension of up to
two-thirds of final pensionable pay, part
of which can be exchanged for a tax-free
retirement lump sum (under current
legislation). There is a death in service
benefit of four times pensionable pay.
Employee contribution is five per cent
of pensionable pay. Further benefits are
provided through the defined contribution
Supplementary Pension Scheme for those
staff earning above the statutory cap.
Only base salary is pensionable.

Commissioner’s remuneration

The Commissioner’s salary for 2008/09 was

£348,444. He received a bonus of £146,440

during the year in respect of performance for
the previous year ended 31 March 2008.
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> Alternative formats

An electronic version of TfL's
Annual Report and Accounts
2008/09 is available at
tfl.gov.uk/annualreport. It is also
available in audio, Braille and a
range of other languages.

To order the format you require, please tick
the relevant box in the list opposite, include
your name and address and return to:

Transport for London, Windsor House,
42-50 Victoria Street, London SWIH OTL.

Alternatively, call 020 7126 4500 or email
enquire@tfl.gov.uk.
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Alternative formats

A Audio (English) Q Braille
U Arabic Q Hindi
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U Bengali Q Punjabi
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U Chinese
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O French U Turkish
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U Greek O Urdu
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U Gujarati U Vietnamese
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Name:
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Address:
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