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NETWORK RAIL LIMITED ANNUAL REPORT AND ACCOUNTS 2016 

OUR BOARD OF DIRECTORS 

Sir Peter Hendy, CBE 
Chair (63) 

Appointed to the board: 2015 

Skills and experience 
Sir Peter was previously Commissioner of 
Transport for London (TfL) from 2006 to 
2015, having served since 2001 as TfL’s 
managing director of Surface Transport. 
He led, and played a key role in preparing 
for, the successful operation of London’s 
transport for the 2012 Olympic and 
Paralympic Games.  He was formerly 
deputy director UK Bus for FirstGroup plc 
and previously managing director of 
CentreWest London Buses. Sir Peter was 
formerly president of the International 
Association of Public Transport (UITP). 
He started his career in 1975 as a London 
Transport graduate trainee.  Sir Peter’s 
experience in successfully leading urban 
transport in a world city is critical to 
understanding Network Rail and 
managing its complex relationships with 
stakeholders. 

Sir Peter is vice president of the Chartered 
Institute of Logistics and Transport, a 
fellow of the Chartered Institute of 
Highways and Transport and a fellow of 
the Institution of Civil Engineers.  He was 
knighted in the 2013 New Year’s Honours 
List, having been made CBE in 2006 for 
services to public transport and the 
community in London. 

Current external appointments 
Chair of London Freight Enforcement 
Partnership; Trustee of the London’s 
Transport Museum; London Bus Museum. 

Committee membership 
Safety, health and environment 
committee; nomination committee; 
remuneration committee. 

Mark Carne 
Chief executive (57) 

Appointed to the board: 2014 

Skills and experience 
Mark was formerly executive vice 
president for Royal Dutch Shell plc in the 
Middle East and North Africa, responsible 
for the company’s business in a vital but 
volatile region at a time of significant 
political change. Before taking on that role 
he was executive vice president and 
managing director for BG Group plc in 
Europe and Central Asia. Mark joined BG 
from Shell where he worked in a variety of 
roles during a 21-year period – including 
responsibility for Shell’s oil and gas 
platforms in the North Sea and as 
managing director for Brunei Shell 
Petroleum.  

Mark is a fellow of the Institution of 
Mechanical Engineers. 

Current external appointments 
Independent governor of Falmouth 
University. 

Jeremy Westlake 
Chief financial officer (50) 

Appointed to the board: 2016 

Skills and experience 
Jeremy was formerly senior vice 
president for Alstom Transport in 
France, responsible for strategy 
building, investor management, 
financial structuring and corporate 
reporting.  Previously he spent 14 
years at Rolls-Royce in a range of 
senior finance and supply chain roles 
in the UK and the United States. 

Jeremy is a fellow of the Institute of 
Chartered Accountants in England and 
Wales and has a master’s in 
manufacturing from Cambridge 
University. 
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BOARD OF DIRECTORS CONTINUED 
  

Richard Brown, CBE 
Special director and non-executive 
director (63) 
 
Appointed to the board: 2015 
 
Skills and experience 
Richard was chief executive of 
Eurostar UK from 2002 to 2011, and 
the chair until June 2013. He was 
previously commercial director and 
main board member of National 
Express Group plc, where he set up 
its trains division, at the time the 
largest UK passenger franchise 
operator. Richard has 39 years’ 
experience in the rail industry and 
was a director of Intercity before 
privatisation. Richard brings wide 
experience of planning and 
operating railways. 
 
Richard has honorary doctorates 
from the Universities of Derby and 
Westminster. He was appointed CBE 
in 2007 for services to transport. 
 
Current external appointments 
Non-executive director at the 
Department for Transport; chair of 
Catalyst Housing Limited; deputy 
chair of HS2 Ltd; vice president of 
the Chartered Institute of Logistics 
and Transport. 
 
 
Committee membership 
Nomination committee; 
remuneration committee. 

Rob Brighouse 
Non-executive director (58) 
 
Appointed to the board: 2016 
 
Skills and experience 
Rob has 40-years’ experience in the 
rail industry and was formerly 
managing director of Chiltern 
Railways where he was responsible 
for the operation and safety of the 
passenger rail service between 
London and the West Midlands.  Rob 
first joined the rail operator in 2000 
as projects director, where he led the 
Evergreen 1 and 2 infrastructure 
projects and also the building of 
Chiltern’s Wembley depot. Rob 
brings rail industry experience to the 
board and understands the 
complexities facing the train 
operating companies. 
 
Rob is a fellow of the Institution of 
Civil Engineers and the Institute of 
Directors and is a chartered director. 
Rob holds a master’s degree in 
business administration from Aston 
Business School. 
 
Current external appointments 
Non-executive director of 
Motionhouse Dance Theatre; 
honorary trustee of LIFE Trust; 
member of the advisory board at 
Aston Business School. 
 
Committee membership 
Safety, health and environment 
committee; audit and risk 
committee; treasury committee. 

Malcolm Brinded, CBE 
Non-executive director (63) 
 
Appointed to the board: 2010 
 
Skills and experience 
Malcolm had a 37-year career at 
Royal Dutch Shell plc, where he 
served ten years on the main board, 
latterly as executive director 
responsible for Upstream 
International and prior to that for 
global Exploration and Production. 
Previously he was chair of Shell UK. 
Malcolm brings extensive 
engineering experience to the board, 
particularly in the fields of safety 
and major project delivery, two of 
the board’s key strategic focus 
areas. 
 
Malcolm is a fellow of the 
Institutions of Civil and Mechanical 
Engineers and of the Royal Academy 
of Engineering. He has honorary 
doctorates from Aberdeen and 
Robert Gordon Universities. Malcolm 
has been awarded a CBE for his 
services to the UK oil and gas 
industry. 
 
Current external appointments 
Non-executive director of CH2M Hill, 
Inc and BHP Billiton Plc; chair of the 
Shell Foundation; vice president of 
the Energy Institute. 
 
Committee membership 
Chair of safety, health and 
environment committee. 

46



NETWORK RAIL LIMITED ANNUAL REPORT AND ACCOUNTS 2016 

BOARD OF DIRECTORS CONTINUED

Sharon Flood 
Non-executive director (51) 

Appointed to the board: 2014 

Skills and experience 
Sharon has experience in a number 
of senior finance and strategy roles, 
most recently as a group chief 
financial officer of Sun European 
Partners LLP, an international 
private equity investment advisory 
firm.  From 2005 to 2010 she was 
finance director of John Lewis 
department stores. Sharon therefore 
strengthens the finance experience 
and customer focus on the board. 

Sharon holds a master’s degree in 
business administration from 
INSEAD and is a fellow of the 
Chartered Institute of Management 
Accountants. 

Current external appointments 
Non-executive director of Crest 
Nicholson Holdings plc; trustee of 
the Science Museum Group; 
présidente du conseil de surveillance 
of S.T. Dupont. 

Committee membership 
Audit and risk committee; treasury 
committee; remuneration 
committee. 

Chris Gibb 
Non-executive director (52) 

Appointed to the board: 2013 

Skills and experience 
Chris has worked in the rail industry 
for 35 years. After a career of 
operational roles in England, 
Scotland and Wales he became 
managing director, Wales and 
Borders Trains. He joined Virgin 
Trains as managing director, 
CrossCountry, before becoming chief 
operating officer in 2007, 
responsible for Virgin’s West Coast 
safety, operations, stations and 
customer service. He retired from 
this role in November 2013. Chris 
brings broad industry-specific 
experience to the board. 

Chris is a visiting lecturer at 
Birmingham University. 

Current external appointments 
Member of Transport Strategic 
Advisory board, Welsh Assembly; 
adviser, Texas Central Railway. 

Committee membership 
Safety, health and environment 
committee; remuneration 
committee. 

Janis Kong, OBE 
Non-executive director and senior 
independent director (65) 

Appointed to the board: 2010 

Skills and experience 
Janis’ executive management 
experience has been formed through 
a 33-year career with BAA, during 
which she held a number of senior 
operational roles including being a 
director of BAA Plc and chair of both 
Heathrow Airport Ltd and Heathrow 
Express. Prior to that she was 
managing director of Gatwick 
Airport. Janis’ experience in airport 
delivery, alongside non-executive 
directorships in listed corporates 
brings commercial experience to the 
board.    

Janis has an honorary doctorate 
from the Open University and has 
been awarded an OBE for her 
services to transport and regional 
development. 

Current external appointments 
Non-executive director of 
Portmeirion Group PLC, TUI AG, 
Copenhagen Airports A/S and Bristol 
Airports Ltd. 

Committee membership 
Audit and risk committee; chair of 
nomination committee. 
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BOARD OF DIRECTORS CONTINUED

Michael O’Higgins 
Non-executive director (61) 

Appointed to the board: 2012 

Skills and experience 
Michael has significant public sector 
and commercial experience. Michael 
has been chair of the Pensions 
Regulator, the NHS Confederation 
and the Audit Commission, 
managing partner at PA Consulting 
Group and a partner at 
PriceWaterhouse. He was also chair 
of Centrepoint, the youth 
homelessness charity. Until recently 
Michael was a non-executive 
director and chair of audit at HM 
Treasury. He has held visiting 
academic appointments at the 
London School of Economics, the 
Australian National University and 
Harvard University. The board 
recognises that Network Rail’s 
people are its major asset, and 
Michael brings his experience in this 
area and also of government 
relations to the board. 

Current external appointments 
Chair of Local Pensions Partnerships 
and Calculus VcT plc; member of 
advisory board of Liaison Financial 
Services Limited and JustAccounts 
Limited. 

Committee membership 
Nomination committee; chair of 
remuneration committee. 

Bridget Rosewell, OBE 
Non-executive director (64) 

Appointed to the board: 2011 

Skills and experience 
Bridget is an economist by 
background and senior adviser of 
Volterra producing economic 
analysis across a range of sectors, 
especially for major infrastructure 
projects. Past roles have included 
being chief economist and chief 
economic adviser to the Greater 
London Authority and executive 
chair of Business Strategies Ltd, 
which was subsequently sold to 
Experian. She has chaired Audit and 
Risk Committees for the DWP, 
Britannia Building Society and 
Ulster Bank. She is Chair of Audit for 
Atom Bank and a commissioner for 
the National Infrastructure 
Commission. Bridget brings 
financial and economic expertise to 
the board.

Bridget was awarded an OBE in 
2013 for her services to the 
economy and is a Fellow of the 
Institution of Civil Engineers.

Current external appointments 
Senior adviser of Volterra; non- 
executive director of Atom Bank; 
member of The Royal London 
Mutual Insurance Society Ltd’s 
With Profits Committee. 

Committee membership 
Chair of audit and risk committee; 
chair of treasury committee. 

Suzanne Wise 
Group general counsel and 
company secretary 

Skills and experience 
Suzanne is responsible for the 
Legal, Corporate and Commercial 
function and is a member of the 
group executive. Suzanne has 
extensive in-house legal and 
corporate governance experience 
gained within the listed 
environment having joined the 
company from Premier Foods plc 
where she held the position of 
general counsel and company 
secretary. Prior to Premier Foods 
plc she was group head of Legal 
at Gallaher Group plc. In her early 
career she was a solicitor in 
private practice. 

Richard Parry-Jones stepped down 
as chair on 15 July 2015. 
Paul Plummer stepped down as 
group strategy director on 1 
November 2015. 
Patrick Butcher stepped down as 
group finance director on 24 
February 2016. 
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CORPORATE GOVERNANCE REPORT 
Effective corporate governance is an essential component for successful management of the 

company and for the devolved route businesses. 

Following the reclassification of Network Rail as an arms-
length government body in September 2014, the key 
governance changes impacting Network Rail during 2015/16 
were: 

• The establishment of the critical infrastructure projects
delivery committee (CIPD) and the major projects delivery
committee (MPDC) in January 2015

• The Secretary of State for Transport’s (SoS) abolition of
Network Rail’s public members from 1 July 2015.

The SoS is Network Rail’s sole member and has special powers 
in its role as ‘special member’.  Those powers are summarised 
on page 56, together with a note of how those powers have 
been exercised during the year. 

CIPD and MPDC 
The CIPD was established to review and assure the board on 
the delivery of critical infrastructure projects in the lead up to 
Easter 2015 under Janis Kong’s leadership, and then the 
Christmas and New Year 2015/16 period.  It met 11 times 
during 2015/16 and has since been disbanded in its formal 
capacity, although members of the board and executive 
management have continued the practice of reviewing major 
programmes of enhancement works over the bank holiday 
periods. 

The MPDC was established to review the methodology and 
processes for defining the scope of major projects. This 
included the cost estimation and delivery processes and 
performance, as well as the process by which project funding 
was sought and approved and how performance was 
monitored and communicated internally and externally.  It 
met 18 times during 2015/16. The committee, whilst no 
longer led by Malcolm Brinded, continues to meet quarterly 
under the leadership of Francis Paonessa, managing director, 
Infrastructure Projects.  Non-executive directors continue to 
attend meetings in an advisory capacity and to provide 
independent challenge. 

The removal of public members 
During the period 1 April to 30 June 2015 the public members 
met four times, undertook one site visit and published their  

periodic report on their activities. 

On 25 June 2015 the SoS announced his intention to exercise 
one of his powers as Special Member, the removal of public 
members from Network Rail’s governance structure.  This 
resulted in the SoS becoming the sole member of Network 
Rail. 

The Network Rail board 
During 2015/16, the board focused much of its time on: 
• The Control Period 5 (CP5) programme of enhancement

works and its funding 
• Enhancements improvement plan
• The Bowe, Hendy and Shaw reviews
• Safety performance.

During 2016/17 it is anticipated that the board’s focus will be 
on: 
• Safety
• Operational and financial performance
• The introduction of third-party funding into the business,

particularly with regard to enhancements
• Oversight of the disposal of non-core property assets
• Developing the initial industry advice submission for

control period 6 (2019-2024)
• Further implementing devolution, better project

governance and other outcomes of the Bowe, Hendy and
Shaw reports.

In summary, 2016/17 promises to be another busy and 
challenging year for Network Rail. I very much look forward to 
working with my board colleagues, the wider employee 
network and our many customers on making it a success. 

Sir Peter Hendy, CBE 
Chair 
30 June 2016 

More information on the Bowe, 
Hendy and Shaw reports can be 
found on the Network Rail website 
at: networkrail.co.uk  
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CORPORATE GOVERNANCE REPORT CONTINUED 

  Compliance with corporate governance requirements  
The board considers that the company has complied with the 
UK Corporate Governance Code 2014 (Code) throughout the 
year, other than the provisions it cannot comply with, which 
include: 
- B.2.4, B.3.1 in relation to the appointment of the chair.  The 
chair’s appointment is a decision made by the SoS in 
accordance with the Commissioner for Public Appointments’ 
principles. All other elements of this provision are complied 
with.   
- C.3.2, C.3.7, C.3.8 in respect to the appointment, re-
appointment and removal of the independent auditor.   
Under the terms of the Framework Agreement, between the 
company and DfT, the National Audit Office acts as the 
Comptroller and Auditor General and independent auditor of 
the company. All other elements of these provisions are 
complied with (where applicable).   
- D.2.2 under the terms of the Framework Agreement between 
the company and DfT, the remuneration of the chair is agreed 
by the SoS. 
 
The main headings below follow those set out in the Code. 
 
In addition, the board is mindful of compliance with the 
Corporate Governance in Central Government Departments: 
Code of Good Practice (Government Code). 
 
Leadership and effectiveness 
As an arm’s length government body, Network Rail retains the 
commercial and operational freedom to manage Britain’s 
railway infrastructure within effective regulatory and control 
frameworks. The board is accountable to the SoS. 
 
A Framework Agreement between the company and the DfT 
outlines this relationship in terms of financial management 
and corporate governance. Whilst the Framework Agreement 
is applicable to the whole of the network, additional 
arrangements are in place with the Scottish Government on 
delivery of specified outputs on the Scottish railway network.  
The Framework Agreement is available on the Network Rail 
website: networkrail.co.uk 
 
The board’s strategy 
Network Rail works with the DfT and the Office of Rail and 
Road (ORR) to agree what Network Rail must deliver during 
each five year control period, and the amount of money 
available for Network Rail to deliver its commitments.    
 
The board is responsible for establishing the strategy to 
deliver the outcomes required in each control period and that 
appropriate human and financial resources are in place. 
 
In setting the strategy, and monitoring progress towards 
delivering it, the board is also responsible for approving the 
group’s risk management strategy (including the internal 
control policy and other major corporate policies, for example, 
health and safety). 
 
The board’s remit  
The board is mindful of the Code of Conduct for Board 
Members of Public Bodies, the Seven Nolan Principles of Public 
Life,  the Civil Service Code and  the importance of value for 
money in its decision making process. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The remit of the board is set out in the Matters Reserved for 
the Board document.  This document is regularly reviewed 
by the board.   There are a number of items that only the 
board may decide upon. 
 
Examples of such matters include: 
 
• The group’s overall strategy and key performance 

indicators 
• The annual and half-yearly financial statements of the 

group and company 
• Material changes to the network licence 
• Key pension matters 
• Adequacy of internal control systems 
• Major capital investments and expenditure 
• Risk management strategy 
• The appointment and removal of executive directors 

and the company secretary. 

The Seven Nolan Principles of Public Life 
 
1 Selflessness 
Holders of public office should act solely in terms of the 
public interest. 
 
2 Integrity 
Holders of public office must avoid placing themselves 
under any obligation to people or organisations that 
might try inappropriately to influence them in their 
work. They should not act or take decisions in order to 
gain financial or other material benefits for 
themselves, their family, or their friends. They must 
declare and resolve any interests and relationships. 
 
3 Objectivity 
Holders of public office must act and take decisions 
impartially, fairly and on merit, using the best evidence 
and without discrimination or bias. 
 
4 Accountability 
Holders of public office are accountable to the public 
for their decisions and actions and must submit 
themselves to the scrutiny necessary to ensure this. 
 
5 Openness 
Holders of public office should act and take decisions 
in an open and transparent manner. Information 
should not be withheld from the public unless there are 
clear and lawful reasons for so doing. 
 
6 Honesty 
Holders of public office should be truthful. 
 
7 Leadership 
Holders of public office should exhibit these principles 
in their own behaviour. They should actively promote 
and robustly support the principles and be willing to 
challenge poor behaviour wherever it occurs. 
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The matters reserved for the Board document can be found on 
the Network Rail website: networkrail.co.uk 
There are also a number of powers that the board has 
delegated to its committees, and those delegated powers 
are set out in committee terms of reference and also the 
delegation of authorities policy. Committee terms of reference 
are available on the Network Rail website. 

As part of Network Rail’s transparency commitment, 
minutes of the company’s board meetings are 
provided to the SoS, and are available on the Network 
Rail website: networkrail.co.uk 

Network Rail’s relationship with the DfT and ORR

Board composition 
During the year the following board changes occurred: 

Appointments: Richard Brown was appointed by the SoS to 
act as the company’s special director on 1 July 2015.  Sir 
Peter Hendy was appointed as chair of the board with effect 
from 16 July 2015.  Rob Brighouse was appointed a non-
executive director on 1 January 2016.  Jeremy Westlake was 
appointed as the company’s chief financial officer on 24 
February 2016.   

Resignations: Richard Parry-Jones stepped down as chair of 
the board on 15 July 2015.  Paul Plummer, group strategy 
director, resigned on 1 November 2015, and Patrick Butcher, 
group finance director, resigned on 24 February 2016.  

Information on the recruitment and induction processes for 
the directors appointed during the year can be found in the 
nomination committee report on page 64-65. 

At the date of this report, the board consisted of one non-
executive chair, two executive directors and eight non-
executive directors. 
 

Photographs and biographies of the board setting 
out their skills and experience can be found on 
pages 45-48. 
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CORPORATE GOVERNANCE REPORT CONTINUED 
  

Attendance at meetings 
The board typically meets nine times each year, and did so 
during 2015/16.  Two off-site strategy meetings were also 
held.  
 
Directors’ attendance at board meetings is referenced in the 
table below.  Non-executive directors are also required to 
attend various committee meetings, and their attendance is 
indicated in the board committee reports on pages 57-83. 
 
Board meeting attendance for the year ending 31 March 
2016 
 

  TOTAL  
Rob Brighouse1 3/3  
Malcolm Brinded 8/9  
Richard Brown2 7/7  
Patrick Butcher3 8/8  
Mark Carne 9/9  
Sharon Flood 8/9  
Chris Gibb 9/9  
Sir Peter Hendy4 6/6  
Janis Kong  9/9  
Michael O'Higgins 8/9  
Richard Parry-Jones5 3/3  
Paul Plummer6 4/5  
Bridget Rosewell 9/9  
Jeremy Westlake7 2/2  

 
1 Rob Brighouse was appointed to the board on 1 January 2016. 
2 Richard Brown was appointed to the board on 1 July 2015. 
3 Patrick Butcher stepped down from the board on 24 February 
2016. 
4 Sir Peter Hendy was appointed to the board on 16 July 2015.  
5 Richard Parry-Jones stepped down from the board on 15 July 
2015.  
6 Paul Plummer stepped down from the board on 1 November 2015.  
7 Jeremy Westlake was appointed to the board on 24 February 
2016.  
 
Board time allocation 
The chart below shows how the board allocated its time 
during meetings: 
 
 

 

Election and re-election of directors 
All the directors are subject to election or re-election at the 
2016 AGM. All directors act in good faith, for the long-
term benefit of Network Rail and continue to perform 
effectively and demonstrate commitment to their 
respective roles. 
 
Directors’ conflicts of interest  
Directors have a continuing obligation to update the 
board immediately on any changes to their potential or 
actual conflicts of interest.  
 
Relevant disclosure is considered at the beginning of each 
board meeting and directors are also required to complete 
an annual disclosure of interests using a questionnaire. 
Where a director has a potential or actual conflict of 
interest, procedures are in place to prevent the director 
from being involved in any decision-making process in 
relation to that interest. At the date of this report, there 
were no conflicts of interest. 
 
It is appropriate to disclose that: 
 
• The reimbursement of expenses and cost of secretarial 

services for Richard Parry-Jones was made by payment 
(for the 2015/16 part year) of £9,379.99 (2014/15: 
£33,732.22) to RPJ Consulting Services Limited in 
which he has a material interest 

• Richard Brown is deputy chair and a non-executive 
director of HS2 Limited and is a non-executive director 
of the DfT. 

 
Directors’ and officers’ liability insurance  
Network Rail maintains directors’ and officers’ liability 
insurance which provides appropriate cover for legal 
action brought against directors. Network Rail did not 
have to indemnify any directors during 2015/16.  
 
Role of the chair 
Sir Peter Hendy leads the board and is responsible for its 
effective functioning and promoting the highest 
standards of corporate governance. As chair, Sir Peter 
encourages all directors to actively contribute to board 
meetings and sets the conditions for constructive relations 
between the executive and non-executive directors. He 
represents Network Rail at its highest level and works with 
Mark Carne, the chief executive, to develop strategic 
relationships with the customers of Network Rail, DfT, Her 
Majesty’s Treasury, Parliament, the Cabinet Office, 
Transport Scotland, Welsh Assembly Government and 
other stakeholders. 
 
The chair’s commitment 
The chair’s contractual commitment to Network Rail is 
four days per week. Sir Peter Hendy has confirmed that his 
other activities can be achieved without detriment to his 
duties to Network Rail. 
 
Role of the chief executive 
Mark Carne’s role as chief executive is to lead and 
manage. He keeps the board informed as to Network 
Rail’s performance and brings to its attention all matters 
that materially affect, or are capable of materially 
affecting, the achievement of Network Rail’s strategy. 
 

Board allocation of time for the year-ending 
31 March 2016 
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  The chief executive provides clear and visible leadership in 

business conduct and promotes the requirement that all 
executive committee members and employees are exemplars 
of the company’s values. 

Mark Carne is accountable to the board for all elements of 
Network Rail’s business, and specifically for safety 
performance. Additionally, he is the accounting officer, see 
below table. 

Role of the chief financial officer 
Jeremy Westlake, the chief financial officer, is responsible for 
leading Network Rail’s finance function which includes 
treasury, internal audit and risk, planning and regulation and 
long-term planning and funding.    

Role of the senior independent director  
Janis Kong is the senior independent director.  Janis is 
available to the SoS if he has concerns where contact 
through the normal channel of chair has failed to resolve an 
issue or for which such contact is inappropriate. 

The senior independent director acts as a sounding board 
for the chair and serves as an intermediary for the other 
directors when necessary. The senior independent director is 
responsible for the chair’s performance review. 

The special director 
The SoS has the power to appoint a special director to the 
board, and has appointed Richard Brown to fill this position.  
The special director is responsible for communicating the 
views of the SoS and the DfT’s wider strategic statutory and 
fiduciary interests to the board, whilst acting in accordance 
with his duties as a non-executive director. 

Role of the non-executive directors 
The non-executive directors combine broad business and 
commercial experience from the rail and other industry 
sectors. They bring independence, external skills and 
challenge. This is critical for providing assurance that the 
executive directors are exercising good judgement in 
delivery of strategy and decision-making. 

Information on the skills and experience of the non-
executive directors can be found in the board biographies on 
pages 45-48. 

Links to the statements of responsibility for each of 
the chair, chief executive, senior independent 
director and the non-executive directors can be 
found on the Network Rail website: 
networkrail.co.uk 

Non-executive meetings 
The chair holds regular scheduled meetings with the non-
executive directors to discuss the performance of Network 
Rail under the executive leadership. The non-executive 
directors held three such meetings during the year.  At one 
such meeting the SoS attended.  

Non-executive independence 
The board considers that each of the non-executive directors 
is independent of the company. With regard to the 
guidelines on the meaning of ‘independence’ as set out in 
the Code, it is appropriate to disclose that Rob Brighouse, 
Richard Brown and Chris Gibb are beneficiaries of the 
Railway Pension Scheme (RPS). Over 100 companies from 
the rail industry participate in RPS. The scheme is run by 
independent trust managers, with trustees drawn from 
across the membership of the scheme, including other 
companies within the scheme. 

Given this structure, the board considers that each of Rob 
Brighouse, Richard Brown and Chris Gibb is independent, as 
Network Rail is only one of many contributing companies to 
RPS. 

 

Managing Public Money – accounting officer 
Mark Carne, as chief executive, is Network Rail’s accounting 
officer. In this role, he is personally accountable to parliament for 
safeguarding the public funds available to Network Rail, for 
ensuring propriety, regularity, value for money and feasibility in 
the handling of those public funds, and for the day-to-day 
operations and management of Network Rail. In addition, he is 
required to ensure that Network Rail is run following the 
principles, rules, guidance and advice set out in Managing Public 
Money. 

Additional responsibilities of the accounting officer, as set out in 
Managing Public Money, include: 

• Signing the accounts, the annual report and the governance
statement

• Ensuring regularity and propriety, affordability and 
sustainability, value for money, control, management of
opportunity and risk, learning from experience and
accounting accurately for the organisation’s financial 
position.

The board supports Mark Carne in his position as accounting 
officer, for the discharge of his obligation in Managing Public 
Money, for the proper conduct of business and maintenance of 
ethical standards. 

Internal audit guidance 
The accounting officer is supported by Network Rail’s internal 
audit function. The director of Risk and Assurance provided his 
audit opinion to both Mark Carne, in his position as accounting 
officer, and the audit and risk committee.  The opinion detailed 
the overall adequacy and effectiveness of Network Rail’s 
framework of governance, risk management and control.    

The executive committee 
An executive committee comprising the chief executive, the chief 
financial officer and ten other senior executives is responsible for 
the day-to-day management of the company.  The committee 
meets on a regular basis to consider strategic and operational 
matters.  The committee’s responsibilities include: 

• Executing the objectives and strategy approved by the board
• Approval of contracts up to a financial value of £750m
• Providing leadership on safety, health and environment matters
• Reviewing the organisation structure of Network Rail
• Establishing and monitoring control and co-ordination of

internal controls and risk management throughout the business.

The biographies of the executive committee can be found on the 
Network Rail website: networkrail.co.uk
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Sir Peter Hendy receives health care benefits from Network Rail.  
Further information can be found in the remuneration report 
on page 76. 

Board diversity 
With regard to gender diversity Network Rail has met its target 
of at least 25 percent of the non-executive directors being 
women by 2015.  The board has considered the Davies review 
five-year summary of progress made and is mindful of 
Government Code’s requirement that 50 percent of all new 
appointments should be women. 

Taking this into consideration, the current target is for 30 
percent of the board to be women. The board is keen to 
broaden diversity in terms of ethnicity and disability but has 
not adopted specific targets in this regard. Diversity is 
considered important at all levels below board; page 31 
provides further detail.  

The below charts show the composition of the non-executive 
directors by sex, age, and length of service. 

Board recruitment and induction 
The board has delegated authority to the nomination 
committee to lead the process for board appointments (other 
than for the chair and special director) and make 
recommendations to the board.  This committee’s report can 
be found on pages 64 to 65 which provides detail on the 

       

appointment process for Rob Brighouse and Jeremy Westlake 
and details their induction. 
Board training and development 
The board as a whole participates in a range of training and 
development sessions each year. This included a half day 
training programme by the Samaritan’s on suicide 
prevention and support on the railways. In addition, since 
October 2015, Sir Peter Hendy has invited a route managing 
director to brief the board at each board meeting. During 
the year briefs have been received from the Anglia, London 
North East and Wessex routes. Representatives from Digital 
Railway and Infrastructure Projects have also presented to 
the board on their strategy and key projects.  In addition, 
directors considered the Bowe, Hendy and Shaw reviews and 
received relevant corporate governance and legal updates as 
appropriate. 

Provision of advice to directors 
The directors have access to the advice and services of the 
group general counsel and company secretary, who is 
responsible for compliance with board procedures and 
provision of adequate information to the directors in a 
timely manner. Directors have the right to seek independent 
professional advice at Network Rail’s reasonable expense. 

Independent board effectiveness evaluation 2015  
During 2015/16, external consultancy IDDAS undertook an 
independent light touch review of the board, to complement 
and build upon the full board evaluation undertaken by 
IDDAS in 2014/15.    

The process involved one-to-one interviews with the board 
members and company secretary.  IDDAS also attended one 
board meeting. The outcome from the review was presented 
to the board.   

Overall, the board was found to have improved since the 
2014/15 review.  Directors remained committed to their 
roles and to the improvement of overall performance of 
Network Rail.  The boundary between the executive and non-
executive roles had been more clearly defined.  Furthermore, 
accountabilities between the executive directors and 
management had sharpened.  

The board have agreed a light touch independent review will 
be undertaken during 2016/17. 

Directors’ personal performance reviews  
Both executive and non-executive directors, including the 
chair, have an annual performance review. The process for 
executive directors is the same as that for other employees. 

Performance objectives are set following discussion with 
their line manager. There are regular review meetings 
throughout the year. A formal performance review at the 
end of the year results in a performance rating. 

Regarding non-executive directors, the chair meets with each 
non-executive director throughout the year to discuss their 
performance, as well as having a more formal performance 
review meeting annually. While no specific objectives 
are set for non-executive directors, their performance is 
measured against the statement of responsibilities of non- 
executive directors, available at: networkrail.co.uk 

The chair’s performance is assessed by the senior 
independent director in consultation with the other directors. 
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IDDAS key findings 2015/16 Recommended actions 

1. Board information, whilst overall quality of
supporting documentation had improved,
further review of volume and detail of
information provided to the board was
required.

• Board paper template review and introduction of
guidelines for drafting papers.

• Consideration of training to those in business who draft
papers.

2. To enhance the continuous improvement
mindset of the executive, and to implement
a process to improve this.

• The executive are currently implementing structured
continuous improvement mechanisms including
introduction of visualisation meetings and LEAN
methodology.

3. To improve focus of discussions
surrounding succession planning of the
board.

• Implementation of a skills matrix.  This is now regularly
reviewed by the nomination committee.

4. Board effectiveness has improved due to a
reduction of number of directors.

• The board has increased in size due to the appointment of
a special director.  A representative from UK Government
Investments (UKGI) also attend board meetings.  No
specific action required but chair to remain cognisant of
various stakeholders when chairing meetings.

5. To improve the quality of strategic
reporting to the board.

• The board to dedicate further time to consider strategic
matters.  This has been implemented and the chair now
invites a route managing director to a board meeting to
present their route strategy.

Accountability 
Fair, balanced and understandable 
The board is accountable for ensuring that the annual report 
and accounts is ‘fair, balanced and understandable’. Having 
reviewed the content of the annual report as a whole, the 
board believes that the content is fair, balanced and 
understandable and allows assessment of Network Rail’s 
performance and prospects. See page 62 for further 
information on the process supporting the board’s view. 

Going concern 
The board considers that it is appropriate for the 2015/16 
group accounts to be prepared on the going concern basis. See 
page 85 for further information. 

Viability statement 
The viability statement can be found on page 43. 

Determination and delivery of group strategy 
The board is responsible for determining and delivering the 
business strategy of Network Rail and its subsidiaries. 
 

Further information on the strategy and business 
model can be found in the strategic report on  
pages 6-7. 

Key risks – how they are identified, assessed and monitored 
The board is responsible for approving Network Rail’s risk 
management strategy including an appropriate internal 
control policy and other major corporate policies such as 
health and safety, sustainability and business ethics. 

On behalf of the board, the audit and risk committee reviews 
Network Rail’s risk profile, risk assessment processes, risk 

exposure and future risk strategy against the group’s risk 
appetite, proposals for testing risk mitigation and control 
and management’s responsiveness to audit findings. 

The audit and risk committee reports to the board on its 
activities after each meeting, and recommends proposed 
strategies and policies to the board for approval. 
More information on Network Rail’s approach to risk 
management can be found on pages 36-37. 

Other accountabilities 
The board of Network Rail is accountable to a number of 
external bodies. Further information on our governance 
structure can be found on page 51. 

Remuneration 
The board’s obligation is to ensure that Network Rail’s 
remuneration policy is designed to attract and retain 
leaders of the necessary calibre, while fairly reflecting 
market rates for the skills and experience of the individual 
and recognising the need to ensure value for money for the 
funders of the railway. 

The board has delegated powers to meet this obligation to 
the remuneration committee. That committee’s report can 
be found on pages 68-83. 

Stakeholder engagement 
The nature of NR’s business requires it to engage with 
multiple stakeholders in a variety of different ways.  
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Special member rights 

Rights Detail of these rights being exercised in 2015/16 

To appoint and remove the chair of Network Rail. 
The SoS appointed Sir Peter Hendy as chair with effect 
from 16 July 2015.  The SoS further tasked Sir Peter to 
review Network Rail’s investment programme. 

To approve the board’s suggested candidate for chief executive of 
Network Rail. N/A 

To appoint a special director of Network Rail. The SoS appointed Richard Brown as a special director 
with effect from 1 July 2015. 

To be consulted on non-executive director appointments. Network Rail consulted with the DfT in relation to the 
appointment of Rob Brighouse. 

To hold regular meetings with the chair, to discuss corporate 
strategy and raise concerns. 

The chair regularly meets with the SoS and Permanent 
Secretary of the DfT. 

To approve the three-yearly Remuneration Policy for executive 
directors of the company. Last approved in 2014. 

To set the pay for the chair and non-executive directors. 
The remuneration of Sir Peter Hendy, as chair of 
Network Rail was agreed by the DfT. Page 76 provides 
further detail. 

To remove the public members. 
 

The public members were removed by the SoS on 1 July 
2015. 

Membership 
Network Rail’s sole member is the Secretary of State for 
Transport (SoS).  The SoS is accountable to Parliament for 
the activities and performance of Network Rail.  The SoS is 
responsible for holding the board to account for its 
management and leadership of Network Rail by:   
 
• Monitoring the performance of the board against high 

standards of governance, regulatory, operational and 
financial targets alongside public and taxpayer interest 

• Engaging with the board, in an informed and objective 
manner, on its performance 

• Seeking assurance that governance procedures are 
designed to facilitate the delivery of strategic objectives 

• Entering into dialogue on matters that are an immediate 
subject of votes at general meetings. 

 
As a member, the SoS has specific rights (Special Member) in 
relation to the company’s articles of association 
(Constitution). The table below summarizes certain rights the 
SoS has in his capacity as Special Member. 
 
The DfT also provides credit support in relation to the debt 
funding of the Network Rail group and has certain rights in 
that capacity. 
 
Changes to membership model 
On 25 June 2015, the SoS exercised his powers under the 
Constitution to remove the public members of Network Rail 
with effect from 1 July 2015.   
 

 
Engagement with the SoS 
The relationship and engagement with the SoS, in its 
capacity as special member, is managed by the group 
general counsel and company secretary and overseen by 
the chair. 
 
A representative from the UKGI attends board meetings, 
enabling the directors to develop a balanced 
understanding of Government’s objectives. 
 
The Annual General Meeting (AGM) 
The formal business of the AGM is set out in a number of 
separate resolutions to be considered at the meeting. The 
SoS is provided with a copy of the notice of meeting, 
alongside the annual report and accounts (as is the 
National Audit Office). The SoS has the option to vote 
either for or against a resolution, or to withhold his vote 
(although a withheld vote is not considered to be a vote in 
law). Final voting figures are announced to the London 
Stock Exchange. 
 
 

 
Sir Peter Hendy, CBE 
Chair 
30 June 2016 
 

 
Mark Carne 
Chief executive, 
in his role as 
accounting officer  
30 June 2016 
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The following report discusses the committee’s areas of 
attention in the past year, alongside its anticipated activities 
for 2016/17.  

Encouragingly the overall safety performance of Network Rail 
has continued to improve. This is both in respect of steadily 
reducing the estimated risk of a major train accident (it is 
nine years since the last passenger or workforce fatality as a 
result of a train derailment or collision) and also in respect of 
workforce safety.  Commitment and hard work at every level 
of the organisation has been rewarded with no workforce 
fatalities on Network Rail managed infrastructure this year, 
and a 30 percent reduction in RIDDOR Specified Injuries 
compared to the previous year. The target ten percent 
improvement in workforce Lost Time Injury Frequency Rate 
has also been achieved, our best ever performance 

Despite the good progress, we can never be complacent, as 
several high potential incidents highlighted during the year.  

One particular concern continues to be level crossings, where 
risks are being reduced, but slower than we hoped. This can 
be due to reluctance by local authorities to agree to closures 
even where the ongoing risks are very clear. Other major 
concerns are trespass (sometimes with tragic consequences) 
and suicides.  I would like to thank the British Transport 
Police (BTP) and the Samaritans especially for their 
continued commitment to improve our close partnerships in 
these areas.        

During the year, the committee met six times, continuing our 
regular focus on understanding potential causes of major 
train accidents and workforce injuries, and finding ways to 
reduce and mitigate them. This included evaluating a wide 
range of possible initiatives, further improving understanding 
of risk, and prioritisation of improvements. 

This has enabled significant rationalisation of the original 
plans, which should therefore accelerate the top priority train 
accident risk reduction activities, and also help to widen and 
deepen staff commitment to the chosen workforce safety 
improvements. 

We also reviewed the potential safety impact of asset 
renewals during CP5, and reported to both the board and 
Office of Rail and Road (ORR) that the proposed reductions 
from original plans should have only a marginal impact on 
train accident safety risks. 

In June 2015, Graham Hopkins was appointed as a member 
of the executive committee to lead the safety, technical and 

engineering department. This function comprises safety, 
environment and sustainability together with engineering 
and asset management, supporting the Routes and 
Infrastructure Projects. Graham’s key focus is structured 
continuous improvement and the committee has welcomed 
this approach in striving to achieve a safer and better 
performing railway.  

During the year, committee members visited Bristol Delivery 
Unit, focusing on the introduction of multi-disciplinary teams 
to improve asset management. We met operational 
employees, and were given an insight into how this new way 
of working could potentially have a positive impact to both 
workforce safety risk and reduction of point failures.  

The committee welcomed Rob Brighouse and Sir Peter Hendy 
as members of the committee. Chris Gibb and I look forward 
to their future contribution. 

Malcolm Brinded 
Chair, safety, health and environment committee 
30 June 2016 

Committee members 

Member Formal 
appointment to 
the  committee  

Number of 
meetings attended 
during the year 

Malcolm 
Brinded* 

November 2010  6/6 

Rob Brighouse  January 2016 1/1 

Chris Gibb November 2013 6/6 

Sir Peter 
Hendy 

October 2015 1/3** 

Previous members during the year 

Richard Parry-
Jones  

April 2013 – July 
2015 

1/1 

*Chair since 2013 
** Sir Peter Hendy was unable to attend two meetings due to commitments 
made prior to his appointment to the Committee. This included the opening 
of Crossrail and the publication of the Hendy Review coinciding with the 
dates of the meetings. 

SAFETY, HEALTH 
AND ENVIRONMENT 
COMMITTEE REPORT 
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Committee attendees 
The chief executive, managing director for England and Wales, 
managing director for Infrastructure Projects, director of Risk 
and Assurance and the Safety, Technical and Engineering 
director and his direct reports attend meetings by invitation. 
 
Mick Cash, general secretary of the RMT Union is invited to 
attend committee meetings and participates in topics for 
discussion. This aids scrutiny and challenge and enhances 
transparency of the work of the committee. 
 
Ian Prosser, both chief inspector of railways and director, 
Railway Safety at the ORR, attends committee meetings twice 
a year to present the regulator’s view on Network Rail’s safety 
performance. 
 
Representatives from the BTP attended a meeting in February 
2016 to discuss progress of the joint initiatives between 
Network Rail, BTP and the rail industry to prevent, as far as 
possible, suicide and trespass on the railway. 
 
Role of the committee 
The committee’s role is to monitor the integrity of the methods 
of discharge of the safety, health and environmental 
responsibilities of Network Rail and to satisfy itself as to the 
adequacy and effectiveness of the safety, health and 
environmental policies and strategies within the group. 
 
The committee’s responsibilities include: 
 
• Considering significant corporate and individual safety, 

health and environment risks and whether management is 
managing these effectively 

• Reviewing the scope and results of any safety, health and 
environment audits, and their effectiveness 

• Considering the major findings of internal and external 
investigations and management’s response. 

 
Following each committee meeting, the chair provides a 
summary of the committee’s activity to the next board 
meeting, and makes recommendations as appropriate. 
 

The terms of reference of the committee can be found 
on our website: networkrail.co.uk 

 
Principal activities during the year 
Matters considered by the committee during the year included: 

• The programmes in place to reduce workforce safety risk 
with discussions focused on embedding cultural safety 
change and safety leadership within the organisation   

• Safety, health and environment related incidents within 
Network Rail and contractor operations, including fatalities 
at level crossings and an ironman runaway at Gwaun-Cae-
Gurwen, the lessons learned from these incidents, and 
actions being taken to mitigate against a recurrence of 
similar incidents, the learnings from the Bavarian train 
collision were also reviewed 

• The long-term level crossing strategy and how this will be 
reflected in the Initial Industry Advice submission to obtain 
funding for control period 6 

• Findings from corporate-level audits and agreed action 
plans 

• The sustainability and social performance strategy and 
its impact on the group and wider stakeholders. 

• Deep dive reviews into, amongst other things: 
 

Safety at Network Rail managed stations with 
particular focus on the approach to crowd 
management and slips, trips and falls 

Train accident risk reduction, with key focus on 
signals passed at danger, infrastructure 
operations and objects on the line. 

Improving safety in Infrastructure Projects, via 
enhanced safety criteria during the procurement 
process, increased dialogue in industry forums 
and further utilisation of safety metrics when 
evaluating supplier performance. 

Progress of initiatives to improve the safety of 
structures during CP5, including the creation of a 
civils strategic asset management system, the 
bridge strike initiative programme and risk 
targeted renewal investment. 

 
Planned activities during the coming year 
During the coming year, the committee will continue to 
monitor the progress of the initiatives already underway to 
improve workforce safety, health and wellbeing, and 
passenger safety. 
 
Particular areas of focus for 2016/17 will include: 

• The electrical safety delivery programme and its leading 
key performance indicators and milestones 

• The progress of the planning and delivering safe work 
programme 

• Enhanced deployment of train protection warning 
systems to improve safety performance surrounding level 
crossings  

• Assurance that the governance and processes 
surrounding safety leadership and close call reporting 
deliver the required outcomes 

• The sustainability and social performance strategy and 
its impact on the group and wider stakeholders. 
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  AUDIT AND RISK 
COMMITTEE REPORT 

This report provides an insight into the committee’s activities 
in the past year, alongside its anticipated activities for the 
coming year. 

2015/16 was the first full year since reclassification of 
Network Rail and becoming an arms’ length central 
government body. One of the effects of reclassification was 
an increase in public scrutiny of Network Rail and its 
spending, as its borrowing and debt are now included in 
measures of public sector borrowing and debt.  

Supported by The National Audit Office (NAO), Comptroller 
and Auditor General (C&AG) was appointed as Network Rail’s 
independent auditor. He will also carry out value for money 
studies on the economy, efficiency and effectiveness of 
specific areas of Network Rail’s expenditure. 

The chief executive was appointed as Network Rail’s 
accounting officer and is personally accountable to 
Parliament for safeguarding the public funds for which he 
has charge; for ensuring propriety, regularity, value for 
money and feasibility in the handling of those public funds; 
and for the day-to-day operations and management of 
Network Rail. To safeguard this appropriate and efficient 
spending, a core management assurance process has been 
introduced, requiring senior management to self-assess their 
compliance with legal and ethical requirements, Network Rail 
standards and policies and other management controls in 
their respective business units or functions. We reviewed the 
results of this compliance in great detail prior to submitting 
the results to the DfT. This focus on reviewing money 
efficiencies and internal core controls will continue to be key 
considerations of the committee during the coming year. 

Rob Brighouse joined the committee in January 2016. Sharon 
Flood, Janis Kong and I look forward to working with him. 
 

Further information on responsibilities and 
accountabilities of the Accounting Officer can be 
found on page 53. 

Bridget Rosewell 
Chair, audit and risk committee 
30 June 2016 

Committee members 

Member Date appointed  
to committee 

Number of 
meetings attended 

Bridget 
Rosewell* 

July 2012  4/4 

Sharon Flood**  September 2014 4/4 

Janis Kong January 2010 4/4 

Rob Brighouse January 2016 1/1 

*Chair since September 2012 
** Sharon Flood has relevant financial experience having recently been a 
group chief financial officer of Sun European Partners LLP 

Committee attendees
The chair of the board, chief executive, chief financial officer,
director, Risk and Assurance, and group general counsel and
company secretary attend meetings of the committee by
invitation. Representatives from the NAO also attend each
meeting and periodically meet with the committee members
without executive management present. Periodically the
director, Risk and Assurance meets with the committee
without executive management present.

Role of the committee
The role of the committee falls into the following broad areas:

Financial reporting
• Monitoring the integrity of the annual report and

accounts of the company, major subsidiary undertakings
and the group as a whole

• Reviewing significant accounting judgements and policies
and compliance with accounting standards

• Considering whether the annual report and accounts is
fair, balanced and understandable.

Internal controls 
• Monitoring internal control systems and their

effectiveness 
• Compliance with the Code and other regulatory

obligations. 
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Risk management 
• Reviewing Network Rail’s risk management processes, risk 

identification and reporting any issues arising from such 
reviews to the board 

• Making recommendations to the board on the level of risk 
appetite acceptable to Network Rail 

• Reviewing the process undertaken and associated work 
required to complete the viability statement. 

Internal audit 
• Agreeing internal audit plans and reviewing reports of 

internal audit work 
• Reviewing the effectiveness of the internal audit plans 
• Implementation of actions from internal audits, and 

outstanding actions. 
Independent auditor 
• Overseeing the relationship with the National Audit Office 

as the independent auditor and C&AG. 
Whistleblowing and fraud 
• Reviewing the policy and procedures whereby employees 

can raise, in confidence, concerns about possible 
improprieties 

• If required, reviewing reports of such incidents. 
 
Following each meeting, the chair provides a summary of the 
committee’s activities to the next board meeting and makes 
recommendations as appropriate.  
 
 

The terms of reference of the committee can be 
found on our website: networkrail.co.uk 

 
 
Principal activities during the year 
Matters considered by the committee during the year 
included: 
 
Internal controls and risk management 
• Risk management reports, identifying high-level risks and 

the status of mitigation, current risk profile, changes to the 
risk profile during the year and the progress that has been 
made in  mitigating the key strategic risks 

• Risk reviews of the enhancement improvement 
programme, cyber security, critical resources, track 
renewals and information governance  

• Regulatory escalator, a tool that captures and monitors 
issues of concern to the Office of Rail and Road (ORR). 

 
Further information on Network Rail’s internal 
control system can be found on pages 36-37. 
 

Financial reporting 
• Following reclassification, the C&AG was appointed as 

independent auditor of Network Rail Limited 
• NAO’s approach and scope of the audit work and the 

findings of their work 
• The 2015/16 half-yearly report and full year financial 

statements with focus on the reporting judgements 
contained within them and the basis for preparing the 
accounts on a going concern basis  

• The regulatory financial statements. 
 
 

Internal audit 
• The annual internal audit plan 2016 
• The output from, and progress against, the internal audit 

plan  
• Implementation of actions from internal audits, and 

review of outstanding and overdue actions. 
 
Significant accounting judgements, key assumptions and 
estimates 
With the support of the NAO, the committee assessed whether 
suitable accounting policies had been adopted, whether 
management had made appropriate estimates and 
judgements and disclosures were balanced and fair. The main 
areas of focus during the year are set out overleaf. 
 
Appointment of the independent auditor 
From 2010 to 2015, Pricewaterhouse Coopers LLP (PwC) acted 
as Network Rail’s independent auditors.  One impact of the 
reclassification of Network Rail as a central government body 
was the appointment of the C&AG as Network Rail’s 
independent auditor, in line with standard arrangements for 
central government bodies.  Supported by the NAO, C&AG 
operates independently to help Parliament scrutinise how 
public funds have been used in practice.  
 
In May 2015, the NAO presented to a panel of management, 
the chair of the committee and an independent expert a 
proposal for the appointment of the C&AG.  Following a 
further presentation to the committee, the committee 
recommended to the board that the C&AG be appointed as 
the independent auditor.  The board agreed and the 
resolution for the C&AG’s appointment was passed at the 
annual general meeting in September 2015.   
 
In addition to providing an opinion on the group accounts, the 
C&AG also audits the individual accounts of Network Rail 
Infrastructure Finance PLC, Network Rail Infrastructure 
Limited and Network Rail (High Speed) Limited.  PwC continue 
as the independent auditors for the remaining subsidiaries.  
 
The committee has followed regulatory developments in 
relation to audit tendering and other audit and non-audit 
associated matters. In particular, it considered the 
Competition and Markets Authority (CMA) Order and its 
requirement for listed companies to undertake a competitive 
tender process prior to the appointment of the auditors.  
 
As outlined above, Network Rail is required to appoint the 
C&AG. As such, the company is unable to comply with the 
CMA’s Order requirements. 
 
The committee is also aware that the authority for 
appointment, re-appointment and approval of the 
remuneration of independent auditors now rests with audit 
committees rather than boards. The committee has therefore 
recommended to the SoS to re-appoint C&AG as Network 
Rail’s independent auditor. 
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Accounting judgements How the committee addressed these judgements 

Valuation of railway network and compliance with regulatory 
requirements 
The revaluation model used to measure the value of the 
railway network consists of a number of estimates and 
judgements made by Network Rail (for example anticipated 
financial and operational outperformance in the control 
period). 

Detailed reports from management were considered by the 
committee and the methodology applied to the revaluation model 
was also reviewed and agreed. 
The committee also challenged management and the independent 
auditor on: 

• The reasonableness of key judgements and estimates in
respect of the forecast for the remainder of CP5. 

• The appropriate level of disclosures in the annual report and 
accounts around the valuation process and the related 
assumptions and judgements. 

Risk of management override of internal controls Reports on management’s approach to implementing, operating 
and monitoring the system of internal control are considered by the 
committee on a regular basis. The committee considered a letter of 
responsibility from the chief executive regarding the standard of 
internal controls and integrity that has prevailed in the business 
during the financial year. 
The independent auditor has also focused attention on this area 
and provided satisfactory reporting to the committee on this 
matter. 

Deferred tax 
It was considered there remains insufficient certainty with 
regard to when Network Rail can expect to use its brought 
forward tax losses. 

Reports indicated that the reclassification of Network Rail as a 
public body, when taken together with continued high levels of 
investment in the railway network, meant that it was hard to judge 
that Network Rail would return within a predictable period to the 
level of taxable profits that would allow for the utilisation of tax 
losses. It was agreed to continue to derecognise deferred tax assets. 

Valuation of investment properties 
Investment properties are stated at fair value. The valuations 
are based on assumptions and estimates that require 
judgement. 

The committee agreed the appropriate methodology had been 
used. The methodology was consistent with prior years and included 
valuations and additional assistance from external valuation 
specialists. The valuations were reviewed by management and the 
external valuation specialists. 

Hedge accounting and derivatives 
Forward starting interest rate swaps are accounted for as cash 
flow hedges where it is believed that future sterling issuances 
are highly probable. 

The committee agreed with the assessment that it is highly 
probable that Network Rail will borrow more than required to utilise 
all the forward starting interest swaps. The borrowing agreement in 
place with the DfT is greater than the original value of the interest 
rate swaps. Network Rail’s CP5 capital investment programmes will 
use substantially all of the borrowing facility. 

Pension assumptions 
The group operates defined benefit and defined contribution 
pension schemes. Valuation of these schemes is dependent on 
certain key assumptions and complex calculations. External 
actuaries are engaged to assist in advising on key assumptions 
and determining the value of the pension obligations. 

The committee discussed the key assumptions, including the degree 
to which these were supported by professional advice from the 
actuaries. The independent auditor also focused attention on this 
area and provided reporting to the committee on this matter. 

Objectivity and independence of the independent auditor 
The committee has put in place safeguards to maintain the 
independent auditor’s objectivity and independence. 

To enhance independence and in line with established 
auditing standards, a new senior statutory auditor of the 
independent auditor is appointed every five years, with other 
key audit principals within that firm rotated every seven years. 

The committee has also established a policy whereby 
employment of the independent auditor on work for the 
company is prohibited, other than for audit services or tax 
compliance services, without prior approval by the committee. 

The committee is responsible for the oversight of compliance 
with the policy and considers any requests to use the 
independent auditor for non-audit work.  

Such requests are now unlikely in practice as the NAO does not 
offer non-audit services.  The NAO does carry out Value for 
Money work on Network Rail, but this does not represent a 
service to Network Rail as it is performed under statute and on 
behalf of Parliament. 

In 2015/16 the fee for audit services was £0.5m (£0.7m in 
2014/15). This includes the NAO’s cost of auditing Network 
Rail Infrastructure Limited, Network Rail Infrastructure Finance 
plc, Network Rail (High Speed) Ltd and the Regulatory 
Accounts, and excludes the cost of the audit of some smaller 
subsidiaries which continue to be performed by PwC. 
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 Internal Audit 
The primary role of an Internal Audit function is to provide 
objective and independent assurance regarding the 
adequacy of the group’s internal control framework and 
compliance with policies, laws and regulations.  The work of 
Internal Audit is focused on the areas of priority as identified 
by risk and materiality analysis and is in accordance with an 
annual audit plan which is approved by the committee. 

At each meeting, the Internal Audit function reports on its 
activities and on the results of the Internal Audit reports to 
the committee. In particular, the committee looks in detail at 
any unsatisfactory or unacceptable audit ratings and checks 
that the shortcomings are being investigated and timely 
remedial actions are undertaken. 

Risk management 
Whilst the ultimate responsibility for risk management rests 
with the board, it delegates the more detailed oversight of 
risk management to the committee which reports its findings 
to the board. 

The Risk function reports on the risk management processes 
and effectiveness of those processes. Further, it reviews the 
group risk profile and any changes in the profile. Through the 
assessment and a review of the principal and specific risks, 
the Risk function identifies a group risk appetite and 
recommends its adoption to the board.  

Further information on Network Rail’s approach to 
risk management can be found on pages 36-43. 

Speak Out 
Network Rail’s whistleblowing or ‘Speak Out’ policy and 
confidential reporting ‘hotline’ have been in place since 
2012. Significant effort has gone into communicating both 
the policy and the reporting line to employees through a 
variety of channels including intranet stories, case studies, 
and most importantly, by training.  

Company-wide ethics training was launched in October 2015 
covering a number of key topics including whistleblowing. To 
date, almost 18,000 employees have been trained.  

Usage of the Speak Out line has been consistently rising 
since implementation in 2012. 2015/16 saw 253 reports 
submitted to the line, which is a 23 percent increase on the 
previous year. Next year, due to the training and heightened 
awareness, call volumes are expected to increase further. 

Network Rail is a signatory of Public Concern at Work’s First 
100 campaign. Their statutory Code of Practice supports 
whistleblowing arrangements for employers and employees. 
Being a signatory means Network Rail has agreed to abide by 
the principles set out in the Code of Practice and work 
towards compliance. 

Viability statement 
The committee also reviewed management’s work 
undertaken in preparation of the viability statement, which 
can be found on page 43. 

Fair, balanced and understandable 
The committee acknowledges that, taken as a whole, the 
annual report and accounts needs to be ‘fair, balanced and 
understandable’ and needs to allow assessment of the 
group’s performance and prospects. The committee advises 
the board on whether it believes that the annual report and 
accounts meets this requirement. 

In order for the committee to make this assessment, it 
considers reports received from management during the year, 
monitoring financial performance, and at year end in support 
of the accounts. The committee also receives reports from the 
independent auditor on the findings of their annual audit. 
Formal review processes are in place to ensure the annual 
report and accounts is factually accurate. 

 

The committee has considered whether the annual report 
and accounts for 2015/16 is fair, balanced and 
understandable and provides the information necessary for 
an informed reader to assess Network Rail’s performance, 
business model and strategy.   

The committee considered the following questions: 

Is the annual report fair? 
• Has the whole story been presented and has any

sensitive information been omitted that should have 
been included? 

• Is the messaging in the front-half of the annual report
consistent with the financial disclosures? 

• Is the scorecard disclosed at an appropriate level?

Is the annual report balanced? 
• Is there an over-emphasis of matters that are not

material? 
• Is the narrative report in the strategic report consistent

with the financial reporting in the accounts, and does 
the messaging reflected in each remain consistent 
when read independently of each other?  

• Is there an appropriate balance between statutory and
non-statutory measures and are non-statutory 
measures clearly defined? 

• Are the risks in the narrative consistent with the
committee’s risks and issues and key areas of 
uncertainty and judgments? 

• Are the key risks aligned with the audit report?

Is the annual report understandable? 
• Is the document designed to suit the needs of the

Secretary of State for Transport in its capacity as a 
member? 

• Is the report understandable to a reasonably informed
reader? 

• Are new messages and themes clearly articulated?
• Has all undue complication been removed?

The committee considers that the annual report for 
2015/16 is fair, balanced and understandable and allows 
assessment of Network Rail’s performance and prospects. 
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Planned activities for the coming year 
During the coming year, the committee will remain focused 
on the audit, assurance and risk process within the business, 
and maintain its oversight of financial and other regulatory 
requirements. 

Particular areas of focus for 2016/17 will include: 

• Internal Audit and other assurance plans with particular
focus on key strategic priorities and significant audit
actions

• Integrity of internal controls including risk management
• Oversight of the specific business presentations relating

to the most significant risks within the group’s risk profile
• Monitoring and oversight of new accounting and

regulatory developments.
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The following report provides an overview of the committee’s 
activities in the past year, and looks ahead to our anticipated 
activities during 2016/17. 
 
During 2015/16 we focused on: 
 
• the composition of the board and the combined 

capabilities and experience of the directors 
• the appointments of Rob Brighouse, Richard Brown and Sir 

Peter Hendy as non-executive directors and the 
appointment of Jeremy Westlake as chief financial officer.  

• The committee engaged with the DfT and UK Government 
Investments (UKGI) on fees paid to non-executive directors. 
That engagement is ongoing. 

 
The committee also performed its routine duties, such as 
reviewing the succession plans for senior management, and 
reviewing the outcome of the 2015/16 light-touch board 
effectiveness review and the associated action plan. 
 
During 2016/17 it is anticipated that we will focus on ensuring 
that the board and its committees continue to support the 
delivery of Network Rail’s strategy.  We will do this, at least in 
part, by ensuring that the board and senior management team 
has an appropriate blend of capability, skills, expertise and 
experience, and that effective development and succession 
plans are in place for all senior executive roles.   
 
During the year Richard Brown and Sir Peter Hendy joined the 
committee. Michael O’Higgins and I have welcomed their 
contribution. 
 

 
 
Janis Kong 
Chair, nomination committee 
30 June 2016 
 
 

Committee members 
Member Date appointed  

to committee  
Number of 
meetings attended  

Janis Kong 
(chair)* 
 

July 2010  3/3 

Richard Brown  October 2015 3/3 

Sir Peter 
Hendy 
 

October 2015 3/3 

Michael 
O’Higgins 

September 2014 3/3 

*Chair since September 2014 
 
Previous member during the year 
Richard Parry-      April 2013 – July     1/1 
Jones**                     2015 
**Stepped down from the board on 15 July 2015 
 
Committee attendees 
The chief executive, group Human Resources director and 
group general counsel and company secretary attend 
meetings by invitation. 
 
Role of the committee 
The committee’s role is to assess, review and monitor board 
composition and evaluation. 
 
The committee’s former accountability for the effectiveness 
of non-financial corporate governance is now undertaken by 
other committees. 
 
Following each committee meeting, the chair provides a 
summary of the committee’s activity to the next board 
meeting, and makes recommendations as appropriate. 
 
The terms of reference of the committee can be found on 
the Network Rail website: networkrail.co.uk 
 
 
 
 

NOMINATION  
COMMITTEE REPORT 
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Principal activities during the year 
The principal matters considered by the committee during 
2015/16 were: 

Recruitment of directors 
During 2015/16 Rob Brighouse, Richard Brown and Sir Peter 
Hendy were appointed as non-executive directors.  In addition, 
Jeremy Westlake was appointed as an executive director and 
chief financial officer.  

• Sir Peter Hendy was appointed by the Secretary of State for
Transport as chair of Network Rail on 16 July 2015 to
replace Richard Parry-Jones, who stepped down from the
board on 15 July 2015.

• The SoS, as Network Rail’s Special Member, exercised his
right under the company’s articles of association to appoint
a non-executive director to the board.  Accordingly Richard
Brown was appointed as special director on 1 July 2015.

• Rob Brighouse joined the board as a non-executive director
on 1 January 2016.

• Jeremy Westlake was appointed as an executive director
and chief financial officer on 24 February 2016, in place of
Patrick Butcher, who resigned.

Rob Brighouse, Richard Brown, Sir Peter Hendy and Jeremy 
Westlake will be seeking election as directors of the board for 
the first time at the 2016 AGM. 

Recruitment of Rob Brighouse 
In January 2016, Rob Brighouse was appointed as a non-
executive director. His appointment was managed internally by 
the committee with support from the group general counsel 
and company secretary. An independent executive search firm, 
Ridgeway Partners, conducted the search. 

Having regard to the other non-executive directors, the 
committee identified the knowledge, skills and experience that 
they thought would complement and enhance the composition 
of the board. In line with the committee’s brief, a number of 
potential candidates were identified and interviewed by the 
search firm. 

A short list of recommended candidates was interviewed by the 
committee as well as Janis Kong and Chris Gibb. Following 
recommendation by the committee the board sought the SoS’s 
approval for the appointment of Rob Brighouse as a non-
executive director with effect from 1 January 2016.  

An induction programme was created for Rob Brighouse, taking 
into account his prior experience in the railway industry.  As 
part of that programme he met with all directors and the 
executive committee members, as well as senior executives 
from the treasury, safety and property teams.  

Recruitment of Jeremy Westlake 
Jeremy Westlake was appointed as chief financial officer in 
February 2016. Having drawn up a role and person 
specification detailing the capabilities, skills and experience 
that the role holder would need, the group Human Resources 
director managed the selection process. 

Following work by independent executive search firm, Green 
Park, and a media advert, a long list of more than 10 people 
was identified by Green Park for consideration by Network 
Rail.  Eight of those on the long-list were interviewed by the 
group Human Resources director and Sharon Flood, a non-
executive director with financial expertise. 

Following those interviews, two candidates underwent 
external assessment and were interviewed by Mark Carne, 
the chief executive.   

The Department for Transport was updated on 
developments throughout the process. 

The induction programme prepared for Jeremy Westlake 
included meetings with each board member, a detailed 
session with the group general counsel and company 
secretary on governance and legal matters, and site visits 
across the network, including London Bridge, Shrewsbury 
delivery unit and mechanical signalling depot. 

Board evaluation 
The Code requires companies to undertake external board 
evaluation at least every three years. In 2014/15 Network 
Rail initiated an independent review of the effectiveness of 
its board and committees, which was undertaken by IDDAS. 

Network Rail asked IDDAS to undertake a ‘light-touch’ 
review of the board’s effectiveness in summer 2015, to 
measure progress against the actions arising from the 2014 
review. 

The committee reviewed IDDAS’s findings and 
management’s action plan to address the points raised. 
Further detail can be found on page 54. 

Directors’ personal performance reviews 
During the year the committee managed the process of 
directors’ personal performance reviews. Further information 
on this process can be found on page 54. 

Succession planning 
The committee received progress reports from senior 
management on the succession planning process with 
particular focus on senior key roles in the business. The 
committee recognises that effective talent management 
programmes and the enhancement of diversity and inclusion 
across all levels of the organisation is essential for the 
delivery of the company’s long-term objectives. 

Planned activities of the committee during the coming year 
During 2016/17, the committee will: 

• Review the 2016 board effectiveness light touch review
being conducted by Independent Audit and subsequently
make recommendations to the board regarding any key
findings

• Undertake a search for two non-executive directors to
replace Malcolm Brinded and Janis Kong who plan to
retire from the board in 2016, and

• Review committee chairs and members.
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TREASURY  
COMMITTEE REPORT 
 

This report provides an overview of the committee’s activities 
in the past year, alongside its anticipated activities for the 
coming year. 
 
The announcement in December 2013 that Network Rail 
would be reclassified as a public body effective September 
2014 curtailed future access to Government backed debt and, 
from July 2014, Network Rail has only borrowed directly from 
the Government via a Department for Transport loan facility. 
Reclassification also meant Network Rail becoming subject to 
public sector constraints and resulted in significant restrictions 
on group treasury activities in the areas of funding, investment 
management and financial risk management.  
 
At the same time, Network Rail is expected to raise £1.8bn to 
partially fund the increased costs of major projects upgrades 
and renewals in Control Period 5 (CP5). To address this, we 
started considering the disposal of assets which we could sell 
without affecting the day-to-day operation of a safe and 
reliable network, which is our fundamental objective. In 
addition, raising capital to fund enhancements via alternative 
funding sources will continue to be a key consideration for us 
during the coming year. 
 
Rob Brighouse joined the committee at the end of the 
financial year. Sharon Flood and I look forward to working with 
him. 
 

 
 
Bridget Rosewell 
Chair, treasury committee 
30 June 2016 
 
 

Committee members 
Member Date appointed  

to committee  
Number of 
meetings attended  

Bridget 
Rosewell* 
 

July 2012  2/2 

Sharon Flood September 2014 2/2 

Rob Brighouse 
 

January 2016 0/0 

* Chair since July 2014 
 
Previous member during the year 
Richard Parry-         April 2013 – July      1/1 
Jones**      2015 
**Richard Parry-Jones stepped down from the board on 15 July 
2015   
     
Committee attendees 
The chair of the board, chief financial officer, group 
treasurer, and group general counsel and company secretary 
also attend meetings. 
 
Role of the committee 
The committee’s role is to: 
• Review and satisfy itself as to the appropriateness of 

proposed treasury transactions including banking, cash 
management, debt management investment 
management and treasury risk management 

• Approve or recommend strategies and policies in 
relation to areas of treasury management, including 
liquidity management and forecasting, risk 
management and bank relationships 

• Review the Treasury function’s financial reporting and 
internal control procedures 

• Approve specific transactions in the areas of treasury 
responsibility. 

 
Following each meeting, the chair provides a summary of 
the committee’s activities to the next board meeting and 
makes recommendations as appropriate. 
 

The terms of reference of the committee can be 
found on our website: networkrail.co.uk  
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Principal activities during the year 
Matters considered by the committee during the year 
included: 

• Review of existing debt issues, associated maturities, and
cash flow forecasts

• Annual review of the adequacy and effectiveness of
treasury policies and approving the annual update of the
Treasury Policy Manual

• Review of the weighted average debt maturity policy
with respect to its impact on CP5 financing costs

• Review of the utilisation of interest rate pre-hedges
against DfT Loan Facility drawdowns to manage cash
financing costs

• Considering the benefits of a number of potential
strategic finance opportunities, particularly in relation to
potential asset disposals, and recommending that they
continue to be explored further.

Planned activities during the coming year 
During the coming year, the committee will continue to 
monitor the progress of the initiatives already under way. 
Particular areas of focus for 2016/17 will include: 

• Reviewing and oversight of the programme of work
designed to raise £1.8bn via the disposal of non-essential
railway assets, to contribute funding towards
enhancements and renewals projects in CP5

• Exploring alternative approaches to raising capital to
fund enhancements and the digital railway in future
Control Periods

• Review of existing collateral arrangements
• Assessing the impact of any strategic finance

opportunities that may be proposed to the board.
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I am pleased to present the 2016 directors’ remuneration 
report from the Network Rail remuneration committee. The 
remuneration committee is committed to the highest standards 
of disclosure on remuneration and recognises that executive 
pay is an important issue for a public body.  We operate in line 
with the remuneration reporting requirements which apply to 
UK listed companies and the provisions of the UK corporate 
governance code. 

At the AGM in 2014 the Remuneration Policy (Policy) was 
approved.  This sets out the framework and limits for how our 
directors are paid. The Policy was included in the 2013/14 
directors’ remuneration report and can also be viewed on our 
website: networkrail.co.uk 

Our annual remuneration report explains the executive 
remuneration outcomes in respect of 2015/16 and will be 
subject to approval from our member, the Secretary of State 
for Transport, at the 2016 AGM.  Key points to note are: 

• The executive remuneration framework at Network Rail has
three components – salary, benefits/pension and an
incentive plan.  The incentive plan is based on performance
in the year and payment is deferred for three years.

• The maximum performance related incentive payment
that can be paid to an executive director is 20 percent of
salary.

• The annual incentive paid out at 34.7 percent of
maximum opportunity, which equates to 6.94 percent of
salary for executive directors.

The rest of this report explains how executive remuneration 
is determined at Network Rail and provides further 
information on outcomes in respect of 2015/16. 

Determining executive pay at Network Rail – best practice 
corporate governance 
Network Rail has a corporate governance structure which 
operates within best practice principles.  The remuneration 
of the executive directors is determined by the remuneration 
committee and subject to approvals as illustrated below: 

Implementing policy: 
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During the year the committee has been operating within the 
policy approved at the 2014 AGM.  The key items discussed by 
the committee were: 
 
• Out-turn of incentive plans 
• Review of clawback wording 
• Executive directors' objectives 
• Remuneration benchmarking 
• Review of terms of reference and incentives policy 
• Pay business case. 
 
During the year the committee welcomed Richard Brown and 
Sir Peter Hendy, who was appointed chair of Network Rail in 
July 2015. The 2014/2015 remuneration report was approved 
by the DfT at the AGM. 
 
Implementation of the remuneration framework to deliver 
Control Period 5 commitments 
In 2014, when developing the Policy, the committee identified 
four principles on which the Control Period five (CP5) 
remuneration framework is based.  These principles continue to 
underpin the approach: 
 
Simple - The framework should be simple and transparent for 
all stakeholders to understand. 
Competitive and fair - Attracting and retaining leaders of the 
necessary calibre requires remuneration arrangements that are 
reasonable in the markets in which we compete for talent and 
which fairly reflect the appropriate market rates for the skills 
and experience of the individual.  At the same time, we always 
remain cognisant of the need to ensure value for money and to 
reflect our status as a publicly funded body. 
Performance and safety - There should be a performance-
related element of the package which rewards performance in 
areas that are most important for our stakeholders.  There 
should be no reward for failure.  Safety of the workforce, 
passengers and the general public is at the heart of everything 
we do and must be reflected in the remuneration framework. 
Aligned with employees - Where possible, remuneration 
structures will be aligned across the organisation.  All Network 
Rail employees continue to be eligible for incentive payments, 
determined using a consistent performance framework across 
the organisation.   
 
Based on these principles, the remuneration framework for 
executive directors introduced in 2015 was greatly simplified.  
No payments outside this framework may be made.  The key 
changes were to simplify the structure and dramatically reduce 
the maximum incentive opportunity from 160 percent of salary 
to 20 percent of salary.  The structure is summarised below: 
 

Salary Salaries are set at a level which reflects the 
skills and experience of the individual as well 
as the scope of the responsibilities of the role. 

Benefits and 
pension 

Participation on the same basis as other 
managerial positions at Network Rail. 

Incentive  One incentive plan based on the achievement 
of stretching annual performance targets 
aligned to the business scorecard. 

 

Network Rail is large and complex and continues to need 
talented people to deliver the long-term objectives in CP5 
and beyond, while remaining dedicated to ensuring the 
safety of our passengers, our workforce and the public on a 
daily basis. 
Remuneration needs to be appropriate to attract the right 
talent whilst recognising Network Rail is publicly funded.  
 
2016 outcomes 
Performance related pay remains a core principle of the 
remuneration policy, with no reward for failure. 
Performance around our safety, investment and asset 
management measures was strong in 2015/16. However 
reporting on train performance, financial and satisfaction 
measures has highlighted these as areas for improvement.  
Overall performance against the scorecard was 36.6 percent. 
For bonus scheme purposes this was adjusted downwards by 
1.9 percentage points to 34.7 percent of the possible 20 
percent maximum (i.e. 6.94 percent of salary). 
 

Full details of the decision making and out-turn of 
the performance related incentive can be found on 
page 73. 

 
Implementation in 2016/17 
There are no changes proposed to the remuneration policy 
this year. 
 
The business scorecard, which is a key factor in determining 
performance related incentive payments, has been reviewed 
to reflect the further devolution to the Routes.  The national 
balanced scorecard will now be a reflection of the key 
measures that are important to Routes to deliver 
performance for our customers.  Sixty percent of the 
scorecard has fixed measures and weightings, safety, finance 
and asset management.  This provides comparability and 
consistency.  Train performance indicators makes up twenty 
percent of the scorecard, with each Route selecting from a 
defined list of consistent metrics.  The remaining twenty 
percent of the scorecard reflects other measures according 
to customer needs.  The overall national scorecard will be an 
aggregate of the Route scorecards. 
 
This approach balances consistent metrics in areas where 
comparability is useful with metrics that are important to 
customers.  All of the targets set are stretching and reflect 
performance improvements. 
 
The remuneration committee welcomes the conclusions 
from the Shaw report that: 
1. Network Rail needs to review its remuneration and 

benefits package to ensure that it is capable of attracting 
the right calibre of people to lead the autonomous 
elements of a highly devolved organisation. (R7.10) 

2. It is important that pay is not a deterrent in attracting 
the right people.  Salary levels for some roles are 
uncompetitive in comparison to the wider industry. 
(R7.11) 

3. The DfT, Cabinet Office and HMT should swiftly 
determine how any necessary flexibility in pay can be 
provided as Network Rail has limited flexibility in these 
areas. (R7.12) 
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During the next year the remuneration committee will consider 
these recommendations as part of the planned review of the 
remuneration policy, with full stakeholder engagement. This 
will take part in the latter part of 2016 with a view to 
recommending changes in early 2017. 

Michael O’Higgins 
Chair, remuneration committee 
30 June 2016 
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This report has been prepared in accordance with the requirements of Schedule 8 of the Large and Medium-sized Companies 
and Groups (Accounts and Report) (Amendment) Regulations 2013.  Some of the disclosures in these sections, where indicated, 
have been audited. 

Single total figure of remuneration for 2015/16 (audited) 
The table below summarises all remuneration for the executive directors in respect of 2015/16 (and the prior year comparative).  
Further discussion of each of the components is set out on the pages which follow. 

£’000 Salary Benefits4 Pension5 Annual Incentive 
Plan (AIP) 6 

Total 

2015/16 2014/15 2015/16 2014/15 2015/16 2014/15 2015/16 2014/15 2015/16 2014/15 

Mark 
Carne 

675 675 17 17 67 79 47 0 806 771 

Patrick 
Butcher1 

377 410 13 16 119 133 0 0 510 559 

Paul 
Plummer2 

217 362 8 17 115 168 0 0 340 547 

Jeremy 
Westlake3 

31 - 1 - 3 - - - 36 - 

1. Patrick Butcher stepped down from the board on 24 February 2016.
2. Paul Plummer stepped down from the board and took payment of his pension benefits upon leaving employment on 1 November

2015. 
3. Jeremy Westlake was appointed to the board on 24 February 2016.
4. Benefits include car allowance, private medical cover, any annual travel subsidy, life assurance and relocation costs reimbursed.
5. Pension includes the value of all pension benefits receivable in respect of the relevant year.  This includes both the supplementary

cash allowance and a value from participation in the defined benefit or defined contribution pension arrangements (calculated in
accordance with the methodology prescribed by the Regulations). Further details of these pension benefits are set out in the pension
section on page 75.

6. The annual incentive plan payment will be deferred in full for three years and is then subject to meeting the safety and sustainability
obligation.

Executive Director changes 
The remuneration arrangements for Paul Plummer and Patrick Butcher who left the board during the year were in accordance 
with the Policy.  The arrangements are summarised below: 

Paul Plummer • Stepped down from the board on 1 November
2015 

• No payment in lieu of notice was made
• No other termination payment was made
• No eligibility for the 2015/16 incentive plan
• His replacement is not a board appointment.

Patrick Butcher • Stepped down from the board on 24 February
2016 

• No payment in lieu of notice was made
• No other termination payment was made
• No eligibility for the 2015/16 incentive plan.

Jeremy Westlake was appointed to the board during the year.  His remuneration package is in accordance with the remuneration 
policy. 
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Incentive plan 2015/16 – annual incentive plan (audited) 
The maximum potential AIP award for executive directors in 2016 was 20 percent of salary.  Stretching performance targets 
were set at the start of the year in the context of the corporate scorecard, which can be found on page 8. 

For executive directors one half of the plan is based on the out-turn against the corporate scorecard.  The other half is based on 
achievement against personal objectives. 

Performance against the corporate scorecard is summarised on page 8.  Overall performance was below expectations.  
Specifically performance was good/exceeded expectations in relation to safety, investments and asset management. Areas 
where improvement is required includes train performance, financials and satisfaction. 

ORR Board wrote to Network Rail’s remuneration committee setting out its views on Network Rail’s performance in 2015/16. The 
ORR specifically considered Network Rail’s performance against the measures and targets in the corporate scorecard.  ORR’s 
comments reflected the out-turn against the measures and therefore the remuneration committee did not believe any 
additional adjustments should be made in light of ORR’s comments.  

The safety, health and environmental committee (SHE) also commented on performance, specifically in relation to safety.  They 
noted good safety performance in relation to further passenger safety, workforce safety, public safety, including level crossings 
and further reducing train accident risk.  No downward adjustment was therefore recommended. 

At the start of the year, three directors were eligible to participate in this scheme, Mark Carne, Paul Plummer and Patrick Butcher.  
Both Paul and Patrick stepped down from the board during the year and therefore are not eligible to receive payments.  Jeremy 
Westlake joined the board on 24 February 2016, and is not eligible to participate in the incentive plan for 2015/16. 

One half of the incentive for executive directors is based on the corporate scorecard out-turn and the other half on personal 
performance.  Mark Carne’s performance against his objectives was assessed by Sir Peter Hendy who concluded that the element 
of bonus that is based on personal performance should be aligned to the corporate scorecard out-turn. 

The executive committee reviewed performance against the scorecard and recommended to the remuneration committee that 
there should be a downward adjustment of 1.9 percentage points.  This reflects the decline in performance at the end of the 
year in relation to enhancements financial performance metric (FPM).  Performance against this measure was below the 
minimum performance level, so would not trigger a bonus payment.  It then declined further at the end of the year.  The 
executive committee felt that this further decline in performance should be reflected and therefore recommended a 1.9 
percentage points downward adjustment to the scorecard for bonus purposes, which was approved by the remuneration 
committee.  The overall out-turn of the scorecard for the year was 36.6 percent, with the downward adjustment of 1.9 
percentage points, the bonus out-turn was 34.7 percent of opportunity. 

Payments for executive directors are deferred in full for three years and are subject to the safety and sustainability obligation 
(see page 8 for more information). 

Long term incentives (LTIP) (audited) 
2012/15 LTIP 

This is the last legacy LTIP for Network Rail. Current and future incentives are paid through the annual scheme detailed in the 
previous section.  

KEY FEATURES 
• Awards approved at the 2013 AGM
• Based on a performance period covering the three years to 31 March 2015
• Vesting based on performance in three areas: 50 percent based on financial value added

(FVA), 25 percent based on PPM, and 25 percent based on project milestones and
underpins being met

• The underpins to the plan were not met and as a result, the awards lapsed.
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The performance targets for this award are set out below and were discussed in detail in the 2012/13 directors’ remuneration 
report.  
  

  Performance measures 

 % of maximum Cumulative FVA over 
FY 13-FY15 

PPM moving annual 
average 

Project milestones 

Proportion of award  50% 25% 25% 

Performance above 
expectations 

25% £75m 92.5% Delivery above 
expectations 

Exceptional 
performance 

100% £450m or above 93.0% or above Exceptional delivery 

 
No payment below the threshold performance level. For performance between the levels shown, vesting is on a scaled basis. 
The LTIP used two underpins and the committee retained discretion to make a suitable downward adjustment to vesting levels if the 
underpins were not satisfied.  This was to provide a safeguard such that performance in one area must not be achieved at the expense of 
another.  Any vesting on the operational measure was subject to a positive cumulative FVA over the period.  Any vesting on the FVA 
measure was subject to the committee’s assessment that the key regulatory outputs had been sufficiently delivered.  
Under the clawback provision, the committee had discretion to reduce or cancel an award at any time before vesting, if circumstances 
were considered appropriate.   These include: 
• Gross misconduct 
• A material misstatement of the company’s audited results 
• An unacceptable level of safety performance.   In the event of a catastrophic accident for which Network Rail was culpable,  

no LTIP would normally be payable to any Network Rail executive director 
• A material failure of risk management 
• A failure to comply with obligations set out in applicable contractual agreements 
• Serious reputational damage to the company as a result of the participant’s misconduct. 

The 2012/13 directors’ remuneration report stated that as the plan spans two control periods, the targets would be verified once 
the determination was published and targets for the period in CP5 that this plan covers were finalised.  The committee reviewed 
the targets once the determination was finalised and concluded that no changes should be made to the targets as the targets 
originally set were still appropriate. 
 
Of the three measures, two did not meet the target, FVA and PPM and therefore no payment was triggered for them.  The third 
measure, project milestones, achieved performance above the trigger with 82 percent of project milestones being achieved.  
Each measure is also subject to an underpin to vest. The project milestones measure had an underpin of positive cumulative FVA 
during the performance period.  This underpin was not met and, as a result, the measure did not vest. 
 
As none of the measures met both the threshold and the underpin, the plan did not vest and no payments were made to 
participants.  
 
The following table summarises the awards under the 2012-15 LTIP at the time of vesting.   
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Date of award* Performance 
period 

Maximum value 
of initial award 
£000 

Changes since 
award** 
£000 

Value of 
award at 
vesting 
£000 

Mark Carne Not eligible - - - 0 

Patrick Butcher 2013 2012-2015 395 (395) 0 

Paul Plummer 2013 2012-2015 338 (338) 0 

*Awards were made following member approval at the 2013 AGM. 
**Illustrates the change in the outstanding value of the award to reflect awards lapsing on cessation of employment as a Network Rail executive director
during the performance period. 

Pension (audited) 
Executive directors are eligible to participate in the Network Rail defined benefit pension schemes or defined contribution 
pension scheme on the same basis as other employees. Executive directors who have opted out of their respective pension 
arrangements to protect their lifetime allowance of £1.25m to 5 April 2016 (£1m from 6 April 2016) are eligible to receive a 
pension allowance on the same basis as other employees. This allowance is equivalent to the employer’s pension contributions 
otherwise payable to the relevant pension scheme less the cost of providing continued life cover and less the employer National 
Insurance Contributions payable. In respect of salary above the Network Rail earnings cap (currently £150,600 although 
benefits were based on last year’s value £149,400), executive directors and senior management may receive an additional 
pension allowance in the form of a cash salary supplement or contribution to a defined contribution scheme. 

The table below sets out details for executive directors for 2016 in respect of all Network Rail pension benefits, split between the 
defined benefit and defined contribution/additional allowance. The value shown in the final column of this table is included as 
the pension column in the single total figure of remuneration on page 72. 

Defined benefit schemes 
Other pension 
arrangements 

Normal 
retirement 

age 

Accrued 
pension at 
31 March 

2016 
£000 

Increase in 
accrued 
pension 
(net of 

inflation) 
during 

2015/16 

Transfer value 
of accrued 

pension at 31 
March 2016 

£000 

Value included 
in single figure 

table (A) 
£000 

Cash salary 
supplement or 
contribution to 

defined contribution 
scheme (B) 

£000 

Total pension value 
reported in single 
figure table (A+B) 

£000 

Patrick 
Butcher* 

65 12 0.1 188 2 118 119 

Mark Carne – – – – – 67 67 
Paul 
Plummer** 

60 – 2 – 55 60 115 

Jeremy 
Westlake 

– – – – – 3 3 

The normal retirement age shows the age at which the director can retire without actuarial reduction. 

Transfer values as at 31 March 2016 have been calculated in accordance with ‘The Occupational Pension Schemes (Transfer Values) (Amendment) 
Regulations 2008’. 

For the defined benefit schemes, the value shown in the Single Figure table (A) has been calculated in accordance with the Regulations by applying a 
multiplier of 20x to the increase in accrued pension (net of inflation) during the year. For the additional pension allowance (B), the value shown is the gross 
cash allowance/contribution in the year. The value shown in the single figure table is the sum of A and B. 

The increase in accrued pension, and single figure table numbers for Patrick Butcher and Paul Plummer, are based on the periods from 1 April 2015 to their 
respective leaving dates. 

*Patrick Butcher’s accrued annual pension and transfer value prepared as at the date he stepped down from the board, 24 February 2016. 

**On leaving employment on 1 November 2015, Paul Plummer took payment of his pension benefits, actuarially reduced to reflect his early retirement.  At 
that point, his accrued pension at normal retirement age was £39,000 (rounded) per annum and the cash equivalent transfer value of his accrued pension 
was £426,000 (rounded). 

DIRECTORS’ REMUNERATION REPORT CONTINUED 
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Non-executive directors’ fees (audited) 
Under the framework agreement the Secretary of State for Transport (SoS) sets the pay for the chair and non-executive directors 
of Network Rail.  The fees for the non-executive directors were reviewed in March 2016.  

The table below summarises the remuneration for the non-executive directors in respect of 2015/16. 

2015/16 2014/15 
Fees 
£000 

Benefits 
£000 

Fees 
£000 

Benefits 
£000 

Rob Brighouse1 12 - - - 
Malcolm Brinded 60 - 60 - 
Richard Brown2 37 - - - 
Sharon Flood 50 - 30 - 
Chris Gibb 50 - 50 - 
Peter Hendy3 350 1 - - 
Janis Kong 69 - 63 - 
Michael O’Higggins 60 - 60 - 
Richard Parry-Jones4 75 - 250 - 
Bridget Rosewell 70 - 67 - 

1 Rob Brighouse joined the board on 1 January 2016 
2 Richard Brown joined the board on 1 July 2015 
3 Sir Peter Hendy joined the board on 16 July 2015.  In addition to fees he receives private medical cover which was agreed by the DfT at the time of  

appointment. 
4 Richard Parry-Jones stepped down from the board on15 July 2015 

Payments to former directors (audited) 
There were no payments to former directors in 2015/16. 

Payments for loss of office (audited) 
There were no payments for loss of office to executive directors in 2015/16. 

Outside appointments 
Network Rail is supportive of executive directors who wish to take on a non-executive directorship in order to broaden their 
experience and enhance their contribution to Network Rail.  Executive directors are normally required to seek approval from the 
committee to retain any fees they receive in respect of such appointments. 

Service agreements 
Executive directors have service agreements which can be terminated by the company or the director by giving six months’ 
notice. This applies to all current executive directors and would normally be applied as the policy for future appointments. 

Name Effective date of agreement Notice period (from executive director and from Company) 
Mark Carne 6 January 2014 6 months 
Jeremy Westlake 24 February 2016 6 months 

The company may terminate employment by making a payment in lieu of notice which would not exceed six months’ salary. 
Each service agreement contains an express provision requiring the departing executive director to mitigate their loss. Network 
Rail would have regard to that duty and contractual requirement on a case by case basis when assessing the appropriate level of 
compensation which may be payable, including using phased payments. 

Additional disclosures 
The following disclosures are required by the Regulations to provide additional context for considering executive remuneration. 
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Percentage change in remuneration 
The table below shows the percentage change in the salary, benefits and AIP of the chief executive and all Network Rail 
employees from 2014/15 to 2015/16. 

For the purposes of the table below, the annual change in the value of each of the components for the chief executive has been 
calculated using the data disclosed in the relevant columns of the single total figure of remuneration table on page 72. 

Chief executive All employees 
Salary 0% 1.35% 
Benefits 0% 0% 
Bonus 0% 0% 

Salary review effective on either 1 January or 1 July 2015.  Bonus is based on any changes to maximum opportunity. 

Performance graph and table 
Under the Regulations, companies are required to include a chart showing historic total shareholder return (ie. share price and re-
invested dividends) over a seven-year period alongside a table that shows the remuneration paid to the chief executive over the 
same period. As Network Rail does not have shares, or a share price, an alternative metric of passenger kilometres travelled has 
been used. 

2015/16 2014/15 2013/14 2012/13 2011/12 2010/11 2009/10 

Chief 
executive 

Mark 
Carne 

Mark 
Carne 

Mark 
Carne 

David 
Higgins 

David 
Higgins 

David 
Higgins 

David 
Higgins 

Iain 
Coucher 

Iain 
Coucher 

Single total 
figure of 
remuneration 

806 £771k £200k £790k £836k £736k £161k £528k £1,447k 

AIP (% of 
vesting) 

34.7% 0% 20.9% N/A 28.6% 0% N/A N/A 56.8% 

LTIP (% of 
vesting) 

N/A N/A N/A N/A N/A N/A N/A N/A 47.8% 

Iain Coucher was appointed chief executive on 22 March 2002. He resigned on 31 October 2010 
David Higgins was appointed chief executive on 1 February 2011. He resigned on 28 February 2014 
Mark Carne was appointed chief executive on 24 February 2014 
N/A indicates that there was no eligibility for an award vesting in respect of the relevant year 
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Relative importance of spend on pay 
Under the Regulations, companies are required to illustrate the relative importance of spend on pay by disclosing the total 
employee remuneration and returns to shareholders (i.e. dividends and share buybacks) in the reporting year and the prior year.  
Network Rail is a not-for-dividend company and therefore cannot provide data on returns to shareholders.  Therefore, in line with 
the principle of this disclosure, the table below includes other key Network Rail metrics to illustrate employee remuneration in the 
context of overall business activities. 

 2015/16 2014/15 Change (%) 

Total employee remuneration £1.929m  £1,919m 0.5% 

Total expenditure £9,637m £9,391m 2.6% 

 
 
Consideration of directors’ remuneration – remuneration committee and advisers 
The membership of the committee during the year comprised the following independent non-executive directors: Michael 
O’Higgins, Chris Gibb and Sharon Flood.  Richard Parry-Jones left the committee on 15 July 2015 when he stepped down from the 
board. Sir Peter Hendy joined the committee on 16 July 2015, and Richard Brown on 1 July 2015 when they were appointed to the 
board.  
 
The group general counsel and company secretary is secretary to the committee.  The committee is also supported by the director, 
Human Resources, and Head of Reward and Benefits.  The chief executive attends meetings at the invitation of the committee.  
No individual is present when their own remuneration is being discussed.  
 
In carrying out its responsibilities in line with best practice, the committee seeks independent external advice as necessary.  During 
the year, the committee retained Deloitte LLP to provide independent advice on executive remuneration. Deloitte was appointed 
by the committee in 2012 following a selection process undertaken by the committee.  The committee is comfortable that the 
Deloitte engagement partner and team provide objective and independent remuneration advice to the committee and do not 
have any connections with Network Rail that may impair their objectivity and independence.  Deloitte is a founding member of 
the Remuneration Consultants Group and voluntarily operates under the code of conduct in relation to executive remuneration 
consulting in the UK.  The code of conduct can be found at http://www.remunerationconsultantsgroup.com/.  
 
During 2016, Deloitte provided independent advice to the committee in respect of developments in corporate governance and 
market practices. The fees charged by Deloitte for the provision of independent advice to the committee during 2016 were 
£13,750.  Deloitte also provide services to the group in respect of programme support to Network Operations, Digital Railway and 
group finance and property advice.  
 
Key remuneration committee agenda items during the year: 

April 2015 • Out-turn of annual incentive plan 2014/15 and LTIP 2012-15 

• Clawback wording 
• Review of directors’ remuneration report 

May 2015 • Executive director objectives 
• Remuneration benchmarking 
• Terms of reference review 
• Incentives policy review 

December 2015 • Business case for employees with a salary over £142,500 
• Christmas 2014 delays and bonus impact 
• Public sector cap on exit payments 

March 2016 • Incentive scheme 2016/17 
• Business case for employees with a salary over £142,500 
• Directors’ remuneration report update 
• Executive committee annual salary review 
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Committee members 

Member Formal appointment to 
committee 

Richard Brown July 2015 

Number of meetings 
attended during the year 
3/3 

Sharon Flood September 2014 5/5

Chris Gibb September 2014 5/5

Sir Peter Hendy July 2015 3/3

Michael O’Higgins* November 2011 5/5

Previous members during the year 

Richard Parry Jones June 2012 – July 2015 2/2 

*Chair since 2013 

Role of the remuneration committee 
The role of the committee is to determine the policy for executive director remuneration and to make decisions within the policy.  
This includes the policy around pay, benefits, pension and performance related incentives.   
 

The full terms of reference of the committee can be found on the website: 
networkrail.co.uk 

Remuneration policy for 2016/17 
Principles which underpin the framework 

Simple Competitive and fair Performance and safety Aligned with 
employees 

The framework should 
be clear and transparent 
for all stakeholders. 

Remuneration should 
appropriately reflect the skills 
and experience of the 
individual and the scope and 
complexity of the role. At the 
same time, should provide 
value for money for taxpayers 
and passengers. 

The incentive framework 
should reward exceptional 
performance in the areas 
most important for our 
stakeholders, such as safety, 
train performance and 
financial management. There 
should be no reward for 
failure. 

The incentive structure 
is cascaded to all 
Network Rail 
employees to create 
alignment throughout 
the business. 
Business performance 
is consistently 
measured through the 
scorecard. 
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Summary of remuneration policy for CP5 
The structure of the remuneration framework for executive directors in CP5 is summarised below.  No payments outside of this 
framework can be made following approval of the policy at the 2014 AGM. 
 
Future changes to the remuneration policy must be approved by the SoS, in accordance with the framework agreement. 
 

Fi
xe

d 
re

m
un

er
at

io
n 

Salary Salaries are set at a level that reflects the capability, skills and experience of the individual as well 
as the scope and responsibilities of the role allowing the company to recruit the calibre of 
individual needed to lead the business. 
 
In line with other employee groups, salaries are reviewed annually and increases will normally be in 
line with the typical salary increase for the overall employee population over the same period. 

Benefits Includes discounted rail travel and life insurance in line with all Network Rail employees, as well as 
car and healthcare benefits aligned with those for other management positions. 

Pension Eligible to participate in Network Rail pension schemes on the same basis as all employees. 
 
To provide a market competitive pension benefit, executive directors and senior managers may 
also receive a supplementary cash allowance of ten percent of salary above the Network Rail 
pension cap. 
 

Pe
rf

or
m

an
ce

 re
la

te
d Incentive One incentive plan based on the achievement of stretching annual performance targets in the 

areas which our stakeholders care most about. 
 
All Network Rail employees are eligible to participate, based on aligned business scorecard. 
 
For executive directors, a maximum annual opportunity of 20 percent of salary, subject to 
performance and any amount is deferred for three years, subject to safety and sustainability 
obligations over the period being met. 

 
Any new appointments are based on the framework above.  Should an executive director leave the business, there would be no 
reward for failure. Further detail on the framework above is provided in the remuneration policy published in 2014 which is 
available on the Network Rail website: networkrail.co.uk 
 

80

http://www.networkrail.co.uk/


NETWORK RAIL LIMITED ANNUAL REPORT AND ACCOUNTS 2016 

DIRECTORS’ REMUNERATION REPORT CONTINUED 

 

 
20 

20 

20 

20 

10 

10 
Safety

Financial performance

Train performance

Locally driven customer
measures
Asset management

Investment

A national scorecard which 
is split between long-term 
stewardship of the railway 
and annual operating 
performance. 

Measures aligned with 
those that are most 
important to stakeholders. 

Incentive structure for executive directors – aligned to what is important for 
stakeholders 

 

Three year 
deferral period 

Safety and 
sustainability 
obligations 

Payout 
Executive director 

outcome 
determined 

Any amount earned 
is deferred for a 
period of three years 
in line with best 
practice. 

To pay any deferred 
amount, the 
committee must 
confirm the safety 
and sustainability 
obligations over the 
period have been 
met.  To the extent 
that they are not 
met, the committee 
can reduce the 
deferred amount. 

Half of the incentive 
is based on the 
national corporate 
scorecard and half 
based on personal 
objectives.  This 
allows incentive 
payments to reflect 
the performance of 
different business 
areas. 

The committee takes 
into account overall 
business 
performance in the 
year, including 
safety performance, 
and may adjust the 
outcome on this 
basis.  In the event 
of a serious incident 
for which Network 
Rail was responsible, 
no incentive would 
normally be payable 
to any executive 
director. 
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Safety and sustainability obligations 
The payment of any deferred amount is subject to the committee’s confirmation that the safety and sustainability obligations 
described below have been met.  In the event that the obligations are not met, the committee may reduce the value of the 
deferred amount (including to zero), or impose further conditions which must be fulfilled prior to payment.  
 
Details of how the committee had undertaken the assessment prior to payment of an award would be disclosed in the relevant 
annual remuneration report.  
 
Safety   
In the event of a serious safety incident during the deferral period which impacts passengers, workforce, or the general public, for 
which Network Rail was responsible, the committee has discretion to reduce the deferred amount(s) which may be payable to an 
executive director (including to zero). 
 
Sustainability of business performance 
The committee must confirm that performance delivered in the performance year has been appropriately sustained over the 
deferral period.  No specific targets would apply for this assessment, but the committee would consider the following indicators: 
• Material downturn in a metric - the committee’s assessment of the extent to which performance in each of the metrics 

under the balanced scorecard (including safety) has been appropriately sustained in the years following the performance 
year.  A consistent and material downturn in performance for a particular metric following the performance year may 
indicate performance has not been appropriately sustained. 

• Undermining long-term stewardship - determination by the committee that annual operating performance targets have 
not been achieved as a result of actions which could undermine effective stewardship and performance of the railway 
network over the long term. 

• Overall CP5 consistency - incentive payouts in respect of CP5 which, in aggregate, are consistent with overall performance in 
CP5 against the regulatory objectives. 

 
Other circumstances: 
• A material misstatement of the company’s audited financial results and disclosed operational performance. 
• A material failure of risk management, or a failure to comply with obligations set out in applicable contractual agreements 

(including the network licence, the access agreements or other relevant contracts). 
• Gross misconduct. 
• Serious reputational damage to the company as a result of the participant’s misconduct or otherwise. 

 
Revised UK Corporate Governance Code 
In September 2014 the UK Corporate Governance Code was revised.  The committee reviewed the Network Rail remuneration 
framework and confirmed that it was in line with the revised requirements.  Compliance with the code now requires companies to 
have provisions to recover or withhold incentive payments to executive directors in circumstances where it is considered 
appropriate to do so.  Under the Network Rail incentive structure any incentive payment earned in respect of performance in a 
financial year must be deferred in full for a period of three years over which it is subject to the terms of the safety and 
sustainability obligation detailed above and allows the committee to withhold the full amount of any payment in a wide range of 
circumstances related to safety and the sustainability of business performance.  The committee believes these provisions satisfy 
the requirements of the revised code in this area. 
 
Balanced scorecard business performance targets for 2016/17 
The table on the following page summarises the proposed business performance measures for executive directors for the 2016/17 
financial year based on the framework described on page 8. 
 
The overall national business scorecard used to measure performance every period is used for incentive plan measures and targets 
across the business. 
 
For the last two years Network Rail has used a corporate scorecard to assess business performance, drive improved safety, 
operational and fiscal performance and create greater transparency throughout the organisation. 
 
Network Rail has evolved the scorecard for 2016/17 to take account of further devolution.  Customer led scorecards for each of the 
routes have been developed.  The aggregate of these route scorecards will form the new national scorecard. 
 
The new route based scorecards retain consistency and comparability by having 60 percent as fixed measures and weightings for 
safety, finance, asset management and investment.  Route train performance indicators make up 20 percent of the scorecard and 
have been selected from a defined list of consistent metrics.  The final 20 percent of the route scorecards reflect other measures 
with weighting depending on customer needs. 
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This gives a balance between consistent measures in critical areas where direct comparability is desirable and metrics defined by 
customers.  In each category demanding targets will be set, requiring improved performance in every aspect.  

The framework of the 2016/17 national scorecard is detailed below including measures and weightings. The scorecard is subject to 
final confirmation with the DfT. 

Area Performance measure Weighting Included 
Measure 

Fi
xe

d 
60

%
 

Safety 

Lost Time Injury Frequency Rate (LTIFR) 20% 5.0% 

Close calls raised 2.0% 

Close calls % closed within 90 days 3.0% 

Passenger component of train accident risk where Network Rail is the 
risk controller 

5.0% 

Top 10 Milestones to reduce level crossing risk 5.0% 

Financial 
Performance 

Financial Performance Measure (FPM) - excl. enhancements (£m) 20% 10.0% 

Financial Performance Measure (FPM) - enhancements only (£m) 5.0% 

2016/17 Cash Compliance 5.0% 

Investment 
Key milestones of top 10 enhancement projects 10% 5.0% 

% of Grip 3 & 6 milestones achieved 5.0% 

Asset 
Management 

Composite Reliability Index (CRI) 10% 5.0% 

7 Key Volumes 5.0% 

Lo
ca

lly
 D

riv
en

 4
0%

 Train 
performance 

PPM 20% 9.3% 

CaSL 3.5% 

Right Time Arrivals 1.6% 

Freight delivery metric (FDM) 4.0% 

Other 1.6% 

Customer 
Measures 

People Measure 20% 3.2% 

Passenger Satisfaction 5.8% 

Reduction in Railway Work Complaints 2.2% 

Other 8.8% 
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DIRECTORS’ REPORT 
The directors present their annual report and the audited 
accounts for the year ending 31 March 2016.  

Disclosures regarding business performance and activities, 
future business developments and risk management are 
contained in the strategic report (pages 1-43) and corporate 
governance report (pages 44-85). 

Directors 
The directors who served during the year and held office at 
the date of signing the annual report and accounts are 
detailed on pages 45-48. 

Directors’ conflicts of interest 
In accordance with company law and the company’s articles 
of association, the directors have the power to authorise any 
matter which would or might otherwise constitute or give 
rise to a direct or indirect conflict of interest. However, such 
authority can only be exercised if the director has declared 
his actual or potential conflict of interest to the board. The 
directors have a continuing obligation to update any 
changes to their conflicts. Further details about directors’ 
conflicts of interest can be found on page 52. 

Branches 
The company’s subsidiary, Network Rail Consulting Limited, 
has established branches in Saudi Arabia and Dubai; in the 
United Arab Emirates. 

Contracts of significance 
There were no contracts of significance subsisting during 
2015/16 to which any Network Rail undertaking was a party 
and in which a director of the company is or was materially 
interested (as defined by Listing Rules LR 9.8.4R). 

Political donations 
It is Network Rail’s policy not to make political donations or 
to incur political expenditure in the United Kingdom and the 
European Union (EU). No political donations were made and 
no political expenditure was incurred during the year 
(2014/15: £nil). 

Investing in research and development  
Technology and innovation is fundamental to Network Rail’s 
success in Control Period 5 and beyond. 

During the year the group charged £1m to the income 
statement (2014/15: £1m) on research and development. 

Other costs relating to significant development work have 
been capitalised in property, plant and equipment. Further 
information on the cost of research and development can be 
found in the Note 5 on page 106. 

Financial disclosures 
Disclosures in relation to the group’s use of financial 
instruments, its financial risk management objectives and 
policies, including its policy for hedging each major type 
of forecasted transaction for which hedge accounting is 
used, its exposure to price risk, credit risk, liquidity risk and 
cash-flow risk are outlined under Note 25 on page 125.  

Disclosures in relation to important events affecting the 
group since the financial year end and an indication of 
likely future developments are outlined in the chief 
financial officer’s statement on pages 10-13.  

Disclosures in relation to the amount of any interest 
capitalised by the group, including an indication of the 
amount and treatment of related tax relief are outlined in 
Notes 9 and 10 on pages 107-108 respectively. 

No unaudited financial information relating to the 
financial year was published in a class 1 circular or in a 
prospectus during 2015/16.  

Disclosures in relation to any long-term incentive schemes 
or directors waiving any emoluments from the group or 
any subsidiary undertaking are outlined in the 
remuneration report on pages 68-83. 

Statement of directors’ responsibilities  
The directors are responsible for preparing the annual 
report, the directors’ remuneration report and the 
financial statements in accordance with applicable law 
and regulations. 

Company law requires the directors to prepare financial 
statements for each financial year. Under that law the 
directors have prepared the group and company financial 
statements in accordance with International Financial 
Reporting Standards (IFRSs) as adopted by the European 
Union. Under company law the directors must not 
approve the financial statements unless they are satisfied 
that they give a true and fair view of the state of affairs 
of the group and the company, and of the profit or loss of 
the group for that period. In preparing these financial 
statements, the directors are required to: 

• Select suitable accounting policies and then apply
them consistently

• Make judgements and accounting estimates that are
reasonable and prudent

• State whether applicable IFRSs as adopted by the EU
have been followed, subject to any material departures
disclosed and explained in the financial statements.
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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 the group and 
enable them to ensure that the financial statements and the 
directors’ remuneration report comply with the Companies Act 
2006 and, as regards the group financial statements, Article 4 
of the IAS Regulation. They are also responsible for 
safeguarding the assets of the company and the group and 
hence for taking reasonable steps for the prevention and 
detection of fraud and other irregularities. 

The directors are responsible for the maintenance and 
integrity of the company’s website. Legislation in the United 
Kingdom governing the preparation and dissemination of 
financial statements may differ from legislation in other 
jurisdictions. 

The directors consider that the annual report and accounts, 
taken as a whole, is fair, balanced and understandable and 
provides the information necessary for its member to assess 
the company’s performance, business model and strategy. 

Each of the directors in office at the date of this report, whose 
names and functions are listed on pages 45-48, confirm that, 
to the best of their knowledge: 

• The  financial statements, which have been prepared in
accordance with IFRSs as adopted by the EU, give a true
and fair view of the assets, liabilities, financial position and
profit of the group and the undertakings included in the
consolidation taken as a whole;

• The management report, which for the purposes of
Disclosure and Transparency Rules DTR 4.1.8R - is
incorporated into the strategic report and directors’ report,
includes a fair review of the development and performance
of the business and the position of the group and the
undertakings included in the consolidation taken as a
whole, together with a description of the principal risks and
uncertainties that the group faces.

Independent auditor 
Resolutions for the re-appointment of the current independent 
auditor, the National Audit Office, who also acts as the 
Comptroller and Auditor General, and to authorise the audit 
and risk committee to determine the independent auditor’s 
remuneration, will be proposed at the forthcoming annual 
general meeting. The notice of meeting is enclosed, together 
with explanatory notes, in a pack with this report.  

Disclosure of information to the independent auditor 
Each of the directors at the date of approval of this report 
confirms that: 

• So far as the director is aware, there is no relevant audit
information of which the company’s independent auditor is
unaware

• The director has taken all steps that he or she ought to
have taken as a director in order to make the director
aware of any relevant audit information and to establish
that the company’s independent auditor is aware of that
information.

Going concern statement 
The group’s business activities, together with the factors likely 
to affect its future development, performance and position 

and the group’s principal risks and uncertainties are set out 
in the ‘strategic report’ section on pages 1-43. The financial 
position of the group, its cash flows, liquidity position and 
borrowing facilities are described in the chief financial 
officer’s review on pages 10-13. In addition, Note 25 on 
page 126 to the accounts includes the group’s objectives, 
policies and processes for managing its capital; its financial 
risk management objectives; details of its financial 
instruments and hedging activities; and its exposures to 
credit, liquidity and foreign exchange risk. The viability 
statement on page 43 sets out a longer term assessment 
than this going concern statement. 

The group has considerable financial resources together 
with long-term contracts with a number of customers and 
suppliers. This includes the DfT loan facility of £30.875bn, 
which Network Rail intends to draw upon to deliver its 
investment activities in the next 12 months. Business plans 
and financial models are used to project cash flows and 
monitor financial risks and liquidity positions, forecast 
future funding requirements and other key financial ratios, 
including those relevant to our network licence. Analysis is 
undertaken to understand the resilience of the group and its 
business model to the potential impact of the group’s 
principal risks, or a combination of those risks. This analysis 
takes account of the availability and effectiveness of the 
mitigating actions that could realistically be taken to avoid 
or reduce the impact or occurrence of the underlying risks. 
In considering the likely effectiveness of such actions, the 
conclusions of the board’s regular monitoring and review of 
risk management and internal control systems, as described 
on pages 36-37 are taken into account. 

As a consequence, the directors believe that the group is 
well placed to manage its business risks. 

After making enquiries, including those detailed above, the 
directors have a reasonable expectation that the company 
and the group have adequate resources to continue in 
operational existence for the foreseeable future. 
Accordingly, they continue to adopt the going concern basis 
in preparing the annual report and accounts. 

For this reason and on the basis of the above, the Board 
considers it appropriate for the group to adopt the going 
concern basis in preparing its annual report and accounts. 

Post balance sheet events 
Except as disclosed above, there have not been any 
significant post balance sheet events, whether adjusting or 
non-adjusting. On 23 June the referendum on membership 
of the European Union resulted in a decision to leave the 
EU. There are no major consequences that significantly 
impact the Annual Report & Accounts, however we will 
continue to monitor the consequences of the outcome of 
the referendum closely. 

The directors’ report was approved by the board on 30 June 
2016 and is signed on its behalf by: 

Suzanne Wise 
Group general counsel and company secretary 
30 June 2016 
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