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NETWORK RAIL CARE PENSION SCHEME
CHAIR'S INTRODUCTION
YEAR ENDED 31 DECEMBER 2024

| am pleased to present the annual report and financial statements of the Network Rail CARE Pension
Scheme (the ‘Scheme’) for the year ending 31 December 2024.

Overall, membership has once again increased. At the end of the year there were 5,867 members
building up benefits in the Scheme, compared to 5,310 at the start of the year. Members who have left
Network Rail but continue to retain deferred benefits in the Scheme went up from 6,604 to 7,189 and
the number of members receiving a pension from the Scheme has increased from 724 to 867 during
the year.

Investments and funding

At the end of the year, the total value of the Scheme’s assets increased from £297.7 million to £330.5
million. This includes the value of members’ additional voluntary contributions, together with funds
members have transferred from other pension schemes, which was £42.7 million compared to £37.2
million at the end of last year.

Overall Scheme performance is ahead of the investment objectives set by the Trustee for the 12 months
to 31 December 2024, and over the last 5 years, but behind over the last 3 years; the 3-year
underperformance is a function of a challenging 2022. Over 2024, government bond yields and cash
rates rose materially amid a year of significant geopolitical uncertainty. In spite of this, global equity
markets, especially in the US, performed strongly.

Changes to your Trustee Board and Network Rail Pensions Team

Robert Arnold's term as Member Nominated Director expired on the 31 March 2024. Following a
nomination and ballot process of eligible members, the successful candidate, lan Iceton, has been
appointed as the new Member Nominated Director from 1 April 2024 to 31 March 2028. | would like to
thank Robert for his time on the Board and would like to welcome lan.

Louise Campbell's reappointment as Trustee Director for a further term of 4 years was accepted. There
were no further changes to the Board during 2024. During 2024 Richard Jolly was promoted to Group
Head of Pensions in the Network Rail Pensions Team and Katherine Davies was appointed as Pensions
Manager.

| look forward to working with all of my Trustee Director colleagues as we embark on another full
programme of work in the coming year.

Samantha Pitt
Chair of the Trustee




NETWORK RAIL CARE PENSION SCHEME
TRUSTEE'S REPORT
YEAR ENDED 31 DECEMBER 2024

The Trustee of the Network Rail CARE Pension Scheme (the ‘Scheme’ or 'CARE’) presents its report
and audited financial statements for the year ending 31 December 2024,

Scheme Management
The Scheme

The Scheme commenced with effect from 1 November 2008 as a tax registered pension scheme
established by way of a definitive Trust Deed and Rules. The Trust is managed by Network Rail Pension
Trustee Limited (‘the Trustee’), whose registered address is Waterloo General Office, London, SE1 8SW
(Registration number 5067789), which also acts as Trustee of the Network Rail Defined Contribution
Scheme (‘NRDC’) Scheme, established on 31 March 2004.

The Scheme is a defined benefit pension plan based on career average revalued earnings (‘CARE’)
and is one of three Pension Scheme’s offered to employees of Network Rail. The Scheme runs
alongside NRDC and the Network Rail Section of the Railways Pension Scheme (‘RPS’).

New employees are eligible to join the Scheme from their first day of employment, subject to them
completing an application form. Members of the Scheme were contracted-out of the State Second
Pension prior to new pensions reforms on 6 April 2016. These included discontinuing the State Second
Pension and ending contracting-out. Members are therefore no longer contracted-out. The Trustee has
discretion to accept transfers from other registered pension arrangements, but on a money purchase
basis only. However, the Scheme does not accept transfers from the Railways Pension Scheme (“RPS”)
or other registered pension schemes in respect of members’ Guaranteed Minimum Pensions (GMP) or,
prior to 6 April 2012, contracted out Protected Rights which were abolished on that date.

Changes to the Scheme's Rules

During the year ending 31 December 2024, no Deeds of Amendment were executed, however, an
exercise is under way to consolidate the Trust Deed and Rules and various deeds into one document,
which was executed on 5 February 2025.

Appointment of Trustee Directors

There are eight directors, four appointed by Network Rail Infrastructure Limited (the Principal Employer),
three nominated by trade unions recognised by Network Rail and one nominated by Eligible Members*
of NRDC and CARE. The employer nominated directors are appointed by Network Rail Infrastructure
Limited at its discretion. Network Rail’s three recognised trade unions (TSSA, RMT and Unite) nominate
one person each to sit on the Trustee Board and the member nominated director is appointed following
an election process.

The term of office is normally four years, but operates by rotation. These arrangements are intended to
ensure the Scheme continues to be managed effectively and also meet its statutory requirements.

The Trustee’s main duties are to administer the Scheme in accordance with the Trust Deed and Rules
and in the interests of members in consultation with the employer as appropriate.

*Nominations can be accepted from Eligible Members. There are two types of Eligible Members; firstly,
‘active members’ i.e. those who are either in NRDC or CARE who are still employed by Network Rail
and in respect of whom pension contributions are being paid; secondly, ‘pensioner members’ i.e.
members of the CARE Scheme who have retired and are receiving a CARE Scheme pension.
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TRUSTEE'S REPORT (continued)
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Scheme Governance

There were 5 board meetings held during the year ending 31 December 2024. The table below shows
the number of meetings attended by each Trustee Director from the number they were eligible to attend:

Trustee Directors No. of No.
meetings attended
Timothy Craddock 5 4
Robert Arnold (expired 31 March 2024) 1 1
Paul Norris 5 3
lan Waters 5 4
Louise Campbell 5 4
Gary Adams 5 4
Law Debenture, represented by Samantha
Pitt 5 5
Lisa Leeds (appointed 8 January 2024) 5 5
lan Iceton (appointed 1 April 2024) 4 4

In addition, the Trustee has three sub-committees as follows:

Audit and Risk sub-committee to identify, monitor and recommend methods of managing the key
risks associated with the Scheme. This sub-committee met on 4 occasions during the year ending
31 December 2024.

Investment sub-committee to review with fund managers and the investment consultant the
investment performance of the pension funds and make recommendations to the Trustee on any
aspects relating to the investment of the fund. The sub-committee met on 4 occasions during the
year ending 31 December 2024.

Benefits sub-committee comprises any two Trustee Directors or any Trustee Director and the
Pensions Manager. The Trustee has delegated authority to this committee to exercise discretion
and make decisions regarding the payment of benefits in certain circumstances where referral to
the full Board is not deemed necessary. This will usually involve deciding who is to receive lump
sums and dependants’ benefits on the death of a member and approving member requests for
early retirement on grounds of incapacity. Cases are usually reviewed by the sub-committee
electronically and decisions made via memorandum. If a decision cannot be reached, then a
meeting is convened to discuss. If there is no consensus then the case is referred and decided by
the full Trustee Board.




NETWORK RAIL CARE PENSION SCHEME
TRUSTEE'S REPORT (continued)
YEAR ENDED 31 DECEMBER 2024

Trustee Directors' training

Since inception, arrangements have been in place to ensure that those with responsibility for the
Scheme receive appropriate training and access to information to carry out their significant
responsibilities effectively. All Trustee Directors are conversant with all of the main Scheme documents.
As part of a Trustee Director’s induction, they are provided with an introduction to each document so
that they understand the part it plays in the running of the Scheme. Directors also have direct access to
each of the Scheme’s documents to be able to carry out their duties. An annual review of the Trustee’s
training policy and individual Trustee Directors’ training needs is conducted in order to monitor
compliance with the Pension Regulator's Trustee Knowledge and Understanding (TKU) Code of
Practice.

Under the Trustee's training policy, new Trustee Directors are required to complete the Pensions
Regulator's e-learning Trustee Toolkit within six months of appointment. Trustee Directors are also
encouraged to gain the Pensions Management Institute ('PMI') Award in Trusteeship qualification. All of
the current Trustee Directors have either completed the Trustee Toolkit or gained the PMI Award in
Trusteeship or both. Training sessions are held at most Board and sub-committee meetings during the
year. This year the Trustee Directors have received training from various facilitators at Board meetings
on areas such as the Pension Dashboard, Cyber and War-gaming, TPR's DB Funding Code and private
markets. The Trustee Directors also attend a number of externally arranged seminars and conferences
on topical matters to help develop their knowledge and understanding to carry out their role. A full
training log for each Director is held by the NR Pensions Management.

Directors’ Continuous Professional Development (CPD) hours in the year ending 31 December 2024
are set out below:

Trustee Director CPD hours CPD hours
logged Trustee Director logged

Tim Craddock 19.5 lan Waters 15.5

Paul Norris 29.3 Robert Arnold (resigned 31 March 2024) 7

Louise Campbell 16.25 Gary Adams 18.5

Lisa Leeds (appointed 8

January 2024) 16.5 lan Iceton (appointed 1 April 2024) 22.35

In addition, Samantha Pitt, representing Law Debenture, is a fully accredited professional trustee who
is required to complete a minimum of 25 hours CPD per year.

Trustee Advisers

The Trustee must appoint suitable professional advisers and give full consideration to the advice they
receive. The Trustee’s appointed advisers are listed on pages 1 and 2.

The Trustee continually monitors the performance of their advisers and undertakes formal reviews when
deemed necessary.
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TRUSTEE'S REPORT (continued)
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Financial developments and financial statements

The financial statements included in this Annual Report and Financial Statements are required by the
Pensions Act 1995. They were prepared and audited in compliance with regulations made under
sections 41(1) and (6) of that Act.

A summary of the Scheme’s Financial Statements for the year ended 31 December 2024 and the year
ended 31 December 2023 is set out in the table below.

Year ended Year ended

2024 2023

£000 £000
Member related income 52,866 44 041
Member related payments (12,278) (7,110)
Scheme expenses (3,583) (2,972)
Net additions from dealings with members 37,005 33,959
Net returns on investments (4,223) 12,173
Net (decrease)/increase in the Scheme 32,782 46,132
Net assets at the start of the year 297,689 251,557
Net assets at the end of the year 330,471 297,689

Financial Development
During the year, there were no significant developments affecting the financial position of the Scheme.
Going Concern

The Trustee continues to monitor closely the investment strategy and is well placed to make
amendments if necessary to reflect both short term and longer-term situations. The Trustee continues
to review the impact of current issues on Scheme investments via advice from the Scheme Actuary,
Fiduciary Managers and Legal Adviser.

The Trustee has undertaken an annual going concern review and is of the opinion that these financial
statements are appropriately prepared on the going concern basis.
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Statement of Trustees' responsibilities
Trustee's responsibilities in respect of the financial statements

The financial statements, which are prepared in accordance with UK Generally Accepted Accounting
Practice, including the Financial Reporting Standard applicable in the UK (FRS 102) are the
responsibility of the Trustee. Pension scheme regulations require, and the Trustee is responsible for
ensuring, that those financial statements:

. show a true and fair view of the financial transactions of the Scheme during the Scheme year and
of the amount and disposition at the end of the Scheme year of its assets and liabilities, other than
liabilities to pay pensions and benefits after the end of the Scheme year, and

. contain the information specified in Regulation 3A of The Occupational Pension Schemes
(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996,
including a statement whether the financial statements have been prepared in accordance with the
relevant financial reporting framework applicable to occupational pension schemes.

In discharging the above responsibilities, the Trustee is responsible for selecting suitable accounting
policies, to be applied consistently, making any estimates and judgements on a prudent and reasonable
basis, and for the preparation of the financial statements on a going concern basis unless it is
inappropriate to presume that the Scheme will not be wound up.

The Trustee is also responsible for making available certain other information about the Scheme in the
form of an annual report.

The Trustee also has a general responsibility for ensuring that adequate accounting records are kept
and for taking such steps as are reasonably open to it to safeguard the assets of the Scheme and to
prevent and detect fraud and other irregularities including the maintenance of an appropriate system of
internal control.

The Trustee is responsible for the maintenance and integrity of the pension and financial information
included on the Network Rail CARE website.

Trustee's responsibilities in respect of contributions

The Trustee is responsible under pensions legislation for preparing, maintaining and from time to time
reviewing and if necessary revising a schedule of contributions showing the rates of contributions
payable towards the Scheme by or on behalf of the employer and the active members of the Scheme
and the dates on or before which such contributions are to be paid. The Trustee is also responsible for
keeping records in respect of contributions received in respect of any active member of the Scheme and
for adopting risk-based processes to monitor whether contributions are made to the Scheme by the
employer in accordance with the schedule of contributions. Where breaches of the schedule occur, the
Trustee is required by the Pensions Acts 1995 and 2004 to consider making reports to The Pensions
Regulator and the members.
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Membership and benefits

The changes in membership during the year are as follows:

Active Deferred

members members  Pensioners Total
At 1 January 2024 5,310 6,604 724 12,638
Adjustments to prior period (68) 63 17 12
New members joining 1,378 - 14 1,392
Members retiring (44) (80) 124 -
Members leaving prior to pensionable age (692) 691 1 -
Members leaving with refunds (12) (1) - (13)
Deaths (5) (2) (10) (17)
Transfers out - (83) - (83)
Trivial commutations - - (3) (3)
Retirements with life annuity - (3) - (3)
At 31 December 2024 5,867 7,189 867 13,923

Included within Pensioners above are 99 spouse and dependant annuitants (2023 — 82).
Transfer values

Cash equivalents are calculated and verified in a manner prescribed by regulations under section 97 of
the Pension Schemes Act 1993, and are not less than the amount for which section 94(1) of the Act
provides. No discretionary benefits have been included in the calculation of transfer values payable.

Pension Increases

Pensions in payment are subject to a cost of living increase on 1 April each year in accordance with the
Rules of the Scheme. Benefits accrued up to 31 March 2016 are increased by RPI (Retail Prices Index)
up to 5% p.a. and benefits accrued from 1 April 2016 are increased by CPI (Consumer Prices Index) up
to 5% p.a. For both indices the percentage used is for the previous September.

From 1 April 2024, benefits pre April 2016 were increased by 5% and benefits post April 2016 were
increased by 5% - both elements were capped in line with the rules of the Scheme as September 2023
CPI and RPI were both greater than 5%.

The Employer has awarded no discretionary increases during the year ending 31 December 2024.
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TRUSTEE'S REPORT (continued)
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Actuarial liabilities

Under Section 222 of the Pensions Act 2004, every scheme is subject to the Statutory Funding Objective,
which is to have sufficient and appropriate assets to cover its technical provisions. The technical
provisions represent the present value of the benefits members are entitled to based on pensionable
service to the valuation date, assessed using the assumptions agreed between the Trustee and the
Employer and set out in the Statement of Funding Principles, which is available to Scheme members
on request.

Actuarial Valuation

The Scheme’s most recent triennial valuation took place on 31 December 2022. This is in line with the
Scheme Specific Funding Regime introduced by the Pensions Act 2004. The valuation was carried out
on an ongoing funding Basis, i.e. on the basis that members will continue to accrue benefits in the
Scheme and that contributions will continue to be paid.

The funding level in the Scheme compared with the previous valuation is shown below:

2022 2019
Technical provisions £261m £271m
Assets £221m £280m
Past service (deficit)/surplus £(40)m £9m
Funding level % 85% 103%

The funding position has deteriorated significantly since the last valuation. The most significant
influences on the funding position have been as follows:

¢ Returns on the Scheme's investments were lower than assumed, which increases the deficit.
* Price inflation was significantly higher than assumed, which increased the liabilities.

* The changes in future assumed inflation increased the value placed on the liabilities, offset to
some extent by the changes in the demographic assumptions.

A copy of the 2022 Valuation Report, dated March 2024, is available on request from the Network Rail
Pensions department at the address on page 18.

The next actuarial valuation is due as at 31 December 2025.

The method and significant actuarial assumptions used to determine the technical provisions as set out
in the Appendix to the Statement of Funding Principles were as follows:

Method

The actuarial method used in the calculation of the technical provisions is the Projected Unit Method.

-10 -
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Significant actuarial assumptions

Discount rate: The discount rate has been set at the gilt curve plus 3.85% per annum. It was agreed
that the documentation should leave room for the "plus" to change at future dates.

Future Price inflation (RPI): RPI inflation swaps curve
Future Consumer Price inflation (CPI): Pre 2030: RPI less 1.0% per annum and post 2030: RPI

Pension increases: derived from the RPI curve capped at 5% per annum for benefits accrued pre 1 April
2016, and from the CPI curve capped at 5% per annum for benefits accrued post 31 March 2016, with
each forward rate on both curves adjusted using the Black-Scholes model with an inflation volatility of
1.5% per annum.

Mortality after retirement: has been set in line with the standard SAPS series 3 tables, with allowance
for future improvements in line with CMI 2021 model with an initial addition to mortality improvements
of 0.3% per annum and subject to long term annual improvements of 1.5% per annum.

Statement of Funding Principles, Schedule of Contributions and Deficit Repair Schedule

Under the Statutory Funding Regime the Trustee is required to agree a Statement of Funding Principles
with the Principal Employer as well as a Schedule of Contributions and, when relevant, a Deficit Repair
Schedule.

Between them, these documents set out the Trustee’s policy for ensuring that the Statutory Funding
Objective (that the Scheme must have sufficient assets for meeting its Technical Provisions) is met, and
the amounts which the Employer will pay to secure the benefits. Copies of all relevant documents are
available from the Scheme Secretary.

The following contributions will be payable by the Employer under the Schedule of Contributions:

Company contribution rate (% of

salaries)
Future Service Rate: From 1 April 2021: 10.86% p/a
(including allowance for expenses and insurance
premiums)

=11 -
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Investment management
Statement of Investment Principles and Statement of Investment Arrangements

In accordance with the Pensions Act 1995, the Trustee has prepared a Statement of Investment
Principles, which details the key elements of the investment arrangements of the Scheme. A copy of
the most recent Statement of Investment Principles is appended to these accounts for inspection as
well as being available at www.mynrpension.co.uk . Any subsequent updates may be obtained from the
contact listed for further information about the Scheme and will be made available on the Scheme
website.

The Trustee has delegated responsibility for monitoring and voting on decisions relating to their
underlying manager holdings, to Schroder Solutions, the asset allocation manager. Schroder Solutions
has in place a voting policy which sets out how it will aim to vote at a general meeting of a pooled
investment fund. The Trustee delegates consideration of financially material factors, including ESG
matters, to Schroder Solutions who considers these when constructing the portfolio, including looking
at underlying managers. The Trustee does not at present take into account non-financially material
factors when making investment decisions as there is no likely common view on any ethical matters
which members are likely to hold. This policy is reviewed periodically.

The Scheme’s Implementation Statement is included at the end of this Annual Report and Financial
Statements.

To the best of its knowledge, the Trustee can report that there has not been any departure from the SIP
by the Scheme’s investment managers during the year ended 31 December 2024.

Investment Objectives & Strategy

The Trustee has formally appointed Schroders IS Limited as the Scheme's Investment Adviser and
asset allocation manager.

The investment objective of the Total Scheme is to achieve a return of at least 4.05% per annum over
the estimated movement in the Scheme's liabilities.

In addition to framing the investment objective, the Trustee is responsible for setting the split of assets
between return-seeking assets (known as the Growth Assets) and liability-matching assets (known as
the Liability Hedging Assets).

Based on consideration of the Scheme's liabilities and the desired investment objective, the Trustee
have adopted a 90% Growth Assets/10% Liability Hedging Assets split. With regards to the Growth
Assets, these comprise the Dynamic Growth Assets (60%) and the EDOS (30%).

The Investment Manager has discretion to implement the Trustees' investment strategy in order to meet
the objective, as described below.

The permitted investments as set out in the Amendment Agreement of the Investment Management
Agreement (or "IMA") with Schroders IS Limited dated August 2023 are as follows for the Dynamic
Growth Assets:

-12 -
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Asset Class

Equities Any
Property Any
Alternatives Any
Return Seeking Credit Any
Commodities Any
Cash and Sovereign Bonds Any

SISL has also been appointed as the Scheme's Investment Manager in respect of Liability Hedging. The
Trustee retains ownership of those decisions which have the greatest importance to the Scheme's
investment strategy - asset allocation ranges, framing objectives, allocations to on-risk/off-risk assets
and risk tolerance, and liability hedging levels.

In addition, the Trustee has appointed CACEIS as custodian of the Scheme's assets.
Liability Hedging Assets

The LHA is invested in a portfolio of directly held gilts, which is expected to move closely in line with the
rise and fall in liability values, thus providing a degree of protection to the Scheme's funding position.

The LHA also contains OTC derivatives, which extend the liability matching provided by the gilts to
changes in interest rate and inflation expectations.

Growth Assets

The GA holds a diverse portfolio of assets that are expected, in the longer term, to exceed the growth
in the value of the Scheme's liabilities. The objective for the GA is to achieve a return of at least 4.625%
per annum in excess of the return of cash, after the deduction of fees, over rolling three year periods.

During the year, the GA has been invested in a diversified portfolio of equities, global government, high
yield, and emerging market bonds, and alternative assets such as hedge funds and leveraged loans.

The aim of the Equity Derivative Overlay Strategy (EDOS) is to provide the Scheme with exposure to
potential equity market rises, whilst providing protection against falls in the equity market.

-13 -
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The following table shows the asset class restrictions of the GA as well as the asset allocation as a
proportion of the GA at the current and prior year end:

Asset Class Min-Max(%) 31 Dec 2024 31 Dec 2023
Equities 25-75% 52.2% 44 .8%
Property 0-20% 3.6% 4.6%
Return Seeking Credit 0-60% 20.5% 22.8%
Commodities 0-15% 2.1% 0.5%
Alternatives 0-40% 11.7% 12.3%
Cash and Sovereign Bonds 0-50% 9.9% 15.0%

All restrictions expressed as a proportion of the Growth Assets. Currency hedging is not included in the figures above.
Economic review

The 12-month period was dominated by changing expectations over when major central banks might
be able to cut interest rates.

Softer-than-expected US inflation data in late 2023 reinforced the market's view that the Federal
Reserve (Fed) would move towards cuts early in 2024. However, as 2024 progressed, inflation proved
to be stickier than expected and markets were forced to push back both the timing and extent of US rate
cuts.

Some weaker employment data in early summer led to fears that the Fed may have left it too late to cut
rates, prompting worries about economic slowdown or even recession. The Fed responded in
September with a 50 basis point (bps) cut to interest rates, larger than the typical 25 bps move.

It was a similar situation for the eurozone and UK, with higher-than-expected inflation resulting in the
dialling back of expectations around policy easing. Both central banks did cut interest rates during the
period.

A key contrast came from Japan. In March 2024, the Bank of Japan (BoJ) overhauled its monetary
policy measures, ending negative rates and abandoning its yield curve control policy. This came in
response to rising inflation in Japan and signs of higher wages being agreed.

In emerging markets, soft economic data from China continued to suggest a lacklustre economic
recovery from the Covid-induced slowdown of prior years. The ongoing real estate crisis continued to
weigh on sentiment. The Chinese authorities responded with a package of stimulus measures in
September 2024.

November brought the much-anticipated US presidential election. While the polls had been close, the
result was a clean sweep for the Republicans with Donald Trump taking the presidency.

The US economy continued to avoid recession but inflation proved stubbornly high. The Fed cut interest
rates in November but signalled fewer cuts than anticipated in 2025. Attention also began to shift to the
likely inflationary impact of some of Trump's stated policy priorities.

Other elections held over the course of the year also tended to see incumbents lose out. In the UK, the
Conservative party lost out to Labour in the July general election. In India, Prime Minister Modi's BJP
won the most seats but fell short of a majority.

Global equity markets notched up strong gains over the 12-month period. This was despite some
instances of marked volatility, notably in late July/early August and also in mid-December. The MSCI
World index returned 18.7% (in US dollars) for the period.

-14 -
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Overall, shares were supported by hopes that the US economy would achieve a soft economic landing
and by expectations of further interest rate cuts. Resilient corporate earnings in several sectors also
supported shares, as did enthusiasm around new technologies and artificial intelligence (Al). That said,
some doubts about the likely returns to be made on large scale Al investment contributed to the volatility
in markets.

Emerging markets slightly lagged their developed market counterparts. The MSCI EM index returned
7.5% (in US dollars). Optimism over the prospects for technology-related stocks helped Taiwanese
equities to perform strongly.

Yields rose across the major government bond markets in 2024. The first half of the year saw market
participants scale back expectations for early interest rate cuts and although subsequently softer
inflation data boosted bond markets, particularly in the US, the November elections were the catalyst
for a sell-off. Over the 12-month period, the 10-year US Treasury yield rose from 3.86% to 4.58%.

Germany's 10-year Bund yield rose from 2.03% to 2.36%, less than in the US as investors began to
anticipate the European Central Bank (ECB) would become the first major central bank to cut interest
rates, which duly occurred in June followed by consecutive reductions in September, October and
December.

Despite the Bank of England reducing interest rates by 0.25% in August and November, the 10-year UK
gilt yield rose sharply from 3.54% to 4.57% as the new Labour government announced a £28 billion
annual increase in borrowing.

Investment Performance

The total performance return of the Scheme’s assets against the objectives is shown below:

Portfolio Section 1 Year 3 Years 5 Years

(%) p.a. (%) p.a. (%)
Total Portfolio (3.0) (22.4) (9.1)
Objective (10.7) (20.3) (9.3)
Relative 7.7 (2.1) 0.2

Performance is shown net of fees to the extent that fees are paid from assets.

Past Performance is not a guide to future returns. The value of investments and the income from them can fall as well as
rise and you may not get back the full amount originally invested.

Custodian

Where LGIM is appointed Investment Manager, the custodian for UK Equities and Bonds are HSBC
Global Investor Services and for all other territories the custodians are Citibank London. Non-LGIM
assets are in the custody of CACEIS.

Compliance Matters
The purpose of this Statement is to provide information, which is required to be disclosed in accordance

with Schedule 3 of The Occupational Pension Schemes (Disclosure of Information) Regulations 1996
or voluntarily by the Trustee. The information deals with matters of administrative routine.

-15 -



NETWORK RAIL CARE PENSION SCHEME
TRUSTEE'S REPORT (continued)
YEAR ENDED 31 DECEMBER 2024

The Pension Tracing Service, MoneyHelper, the Pensions Ombudsman and The Pensions
Regulator

In accordance with the Occupational and Personal Pension Schemes (Disclosure of Information)
Regulations 2013, members are advised that:

. if they have general requests for information or guidance concerning pension arrangements
contact MoneyHelper:

Address: Bedford Borough Hall, 138 Cauldwell Street, Bedford, MK42 9AP
Telephone: 0800 011 3797
Website: www.moneyhelper.org.uk

. if they have a complaint or dispute concerning a workplace or personal pension arrangement, they
have the right to contact The Pensions Ombudsman free of charge:

Address: 10 South Colonnade, Canary Wharf, E14 4PU
Telephone: 0800 917 4487

Website: www.pensions-ombudsman.org.uk

Email: enquiries@pensions-ombudsman.org.uk

In addition to the above the Pensions Regulator may intervene in the running of pension schemes where
trustees, managers, employees or professional advisers have failed in their duties.

Address: Telecom House, 125-135 Preston Road, Brighton, BN1 6AF
Email: customersupport@tpr.gov.uk

It has wide ranging powers which include the power to:

. suspend, disqualify and remove a trustee, or director of a trustee company, for consistently not
carrying out their duties;

o wind up schemes where necessary;

. apply for injunctions to prevent the misuse and misappropriation of scheme assets and apply for
restitution where necessary.

The auditor and actuary have a statutory duty to make an immediate written report to The Pensions
Regulator if they believe that legal duties concerned with the running of the Scheme are not being carried
out.

Information regarding the Scheme has been given to the Pension Tracing Service. You can trace your
pension by contacting the Pension Tracing Service:

Address: Post Handling Site A, Wolverhampton, WV98 1AF
Telephone: 0800 731 0193
Website: www.gov.uk/find-pension-contact-details
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NETWORK RAIL CARE PENSION SCHEME
TRUSTEE'S REPORT (continued)
YEAR ENDED 31 DECEMBER 2024

Internal disputes resolution procedures

Members who have a complaint with regard to any Scheme matter should contact the Pensions
Manager in the first instance at the address given on page 18 of this report.

However, if the complaint is not resolved informally in this way, members may make a formal complaint
under the Trustee’s two stage dispute resolution procedure. During the Scheme year, one complaint
was dealt with under this procedure.

Financial advice

The Trustee is not authorised to give financial advice. The Financial Services & Markets Act 2000 states
who is able to provide investment advice, and any queries relating to specific arrangements should
always be referred to a Financial Adviser authorised to give such advice.

Should a member have any other queries, relating to their own personal account, they should contact
WTW, the Scheme administrator, at the address shown on page 18.

Applicable Data Protection Legislation and General Data Protection Regulations (GDPR)

The Trustee is registered with the Data Protection Registrar, as required by the Act and GDPR (effective
from 25 May 2018). The Trustee continues to review its processes and record keeping in order to comply
with the Act’s provisions and GDPR requirements. Other appointed service providers must also comply
with the Act and GDPR and contracts for services will reflect this as part of the contract provisions.

From 1 January 2021, the UK GDPR came into effect which will run alongside the Data Protection Act
2018, and the EU GDPR 2018. Our obligations as Trustee under UK GDPR are fundamentally the same
as our obligations under the EU GDPR and we continue to remain subject to UK Data Protection laws.

The Trustee is registered with the Data Protection Registrar, as required by the Act. The Trustee
continues to review its processes and recording keeping, ensuring that the Act's provisions are adhered
to. Other appointed service providers must also comply with the Act and contracts for services will reflect
this as part of the contract provisions.
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NETWORK RAIL CARE PENSION SCHEME
TRUSTEE'S REPORT (continued)
YEAR ENDED 31 DECEMBER 2024

Contact for further information

Details of individual benefit entitlements can be obtained from the Scheme Administrator at the following
address:

Network Rail
WTW
Sunderland
SR43 4JU

Email: NetworkRailPensions@wtwco.com
Tel: 01737 230487

For further information about the Scheme generally, including requests to change contributions or AVC
investment options, or any complaints in relation to Scheme matters, please write to:

Network Rail Pensions Department
The Quadrant: MK

Elder Gate

Milton Keynes MK9 1EN

Email: pensions@networkrail.co.uk
Tel: 01908 781010
Further information about the Scheme is also available at: www.mynrpension.co.uk

Any questions or comments regarding information contained in this report should be addressed to:

Claire McCarthy

Trustee Governance Manager
Network Rail Pension Trustee Limited
The Quadrant: MK

Elder Gate

Milton Keynes MK9 1EN

Email: Claire.Mccarthy2@networkrail.co.uk
The registered address for the Trustee is:
Network Rail Pension Trustee Limited
Waterloo General Office,

London, SE1 8SW

Approval of the Trustee’s Report

29/07/2025

The Trustee’s Report was approved by the Trustee on and signed on its behalf by:

Samantha Pitt Louise Campbell
Trustee Director Trustee Director

Date: 29/07/2025
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NETWORK RAIL CARE PENSION SCHEME
ACTUARIAL CERTIFICATE OF SCHEDULE OF CONTRIBUTIONS

Name of Scheme: Network Rail CARE Pension Scheme
Adequacy of rates of contributions

1. | certify that, in my opinion, the rates of contributions shown in this Schedule of Contributions are such
that the statutory funding objective could have been expected on 31 December 2022 to continue to be
met for the period for which the Schedule is to be in force.

Adherence to statement of funding principles

2. | hereby certify that, in my opinion, this Schedule of Contributions is consistent with the Statement of
Funding Principles dated 21 March 2024.

The certification of the adequacy of the rates of contributions for the purpose of securing that the
statutory funding objective can be expected to be met is not a certification of their adequacy for the
purpose of securing the Scheme’s liabilities by the purchase of annuities, if the Scheme were to be
wound up.

Douglas Primrose Date: 26 March 2024
Fellow of the Institute and Faculty of Actuaries

Scheme Actuary

XPS Pensions Limited

Tempus Court

Onslow Street

Guildford

GU1 4SS
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NETWORK RAIL CARE PENSION SCHEME
SUMMARY OF CONTRIBUTIONS
YEAR ENDED 31 DECEMBER 2024

During the year ending 31 December 2024, the contributions payable to the Scheme under the
Schedules of Contributions were as follows:

£'000s
Contributions required by the Schedules of Contributions
Employers
Normal contributions 26,731
SMART Contributions 16,883
Employees
Normal contributions 915
44 529
Other contributions
Employees
Additional contributions 4,684
Total contributions included in the financial statements 49213

The contributions payable to the Scheme during the year were paid in accordance with the Schedules
of Contributions certified by the Actuary on 4 March 2021 and 26 March 2024.

The Statutory Funding Objective was not met at the valuation date. The contributions above therefore
include an allowance for additional contributions to eliminate the deficit (2.48% of member contributions

and 3.71% of Employer contributions). These contributions are expected to eliminate the deficit over 3
years and 11 months from the date of the valuation.

Approved by the Trustee on 29/07/2025 and signed on its behalf by:

Samantha Pitt Louise Campbell
Trustee Director Trustee Director

Date: 29/07/2025
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NETWORK RAIL CARE PENSION SCHEME

INDEPENDENT AUDITOR’S STATEMENT ABOUT CONTRIBUTIONS, UNDER
REGULATION 4 OF THE OCCUPATIONAL PENSION SCHEMES (REQUIREMENT TO
OBTAIN AUDITED ACCOUNTS AND A STATEMENT FROM THE AUDITOR)
REGULATIONS 1996, TO THE TRUSTEE OF THE NETWORK RAIL CARE PENSION
SCHEME

YEAR ENDED 31 DECEMBER 2024

Statement about contributions payable under schedule of contributions

We have examined the summary of contributions payable to the Network Rail CARE Pension Scheme
on page 20, in respect of the Scheme year ended 31 December 2024,

In our opinion the contributions for the Network Rail CARE Pension Scheme year ended 31 December
2024 as reported in the attached summary of contributions on page 20 and payable under the schedules
of contributions have in all material respects been paid at least in accordance with the schedules of
contributions certified by the actuary on 4 March 2021 and 26 March 2024.

Scope of work on statement about contributions

Our examination involves obtaining evidence sufficient to give reasonable assurance that contributions
reported on page 20 have in all material respects been paid at least in accordance with the schedules
of contributions. This includes an examination, on a test basis, of evidence relevant to the amounts of
contributions payable to the Scheme and the timing of those payments under the schedules of
contributions.

Respective responsibilities of the Trustees and the auditor

As explained more fully in the Statement of Trustee’s Responsibilities, the Scheme’s Trustee is
responsible for ensuring that there is prepared, maintained and from time to time revised a schedule of
contributions showing the rates and due dates of certain contributions payable towards the Scheme by
or on behalf of the employer and the active members of the Scheme. The Trustee is also responsible
for keeping records in respect of contributions received in respect of active members of the Scheme
and for monitoring whether contributions are made to the Scheme by the employer in accordance with
the schedule of contributions.

Itis our responsibility to provide a statement about contributions paid under the schedule of contributions
and to report our opinion to you.

Uses of our statement

This statement is made solely to the Scheme’s Trustee as a body, in accordance with the Pensions Act
1995. Our audit work has been undertaken so that we might state to the Scheme’s Trustee those matters
we are required to state to it in an auditor's statement and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Scheme and the
Scheme’s Trustee as a body, for our audit work, for this statement, or for the opinions we have formed.

OSWL R et L L

RSM UK Audit LLP

Statutory Auditor

Chartered Accountants

Portland

25 High Street

Crawley

RH10 1BG Date: 29/07/25
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NETWORK RAIL CARE PENSION SCHEME

INDEPENDENT AUDITOR'S REPORT TO THE TRUSTEE OF THE NETWORK RAIL
CARE PENSION SCHEME

YEAR ENDED 31 DECEMBER 2024

Opinion

We have audited the Financial Statements of the Network Rail CARE Pension Scheme for the year
ended 31 December 2024 which comprise the Fund Account, and the Statement of Net Assets (available
for benefits) and notes to the Financial Statements, including significant accounting policies. The
financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards including FRS 102 “The Financial Reporting Standard applicable in the
UK and Republic of Ireland” (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

e show a true and fair view of the financial transactions of the Scheme during the year ended 31
December 2024, and of the amount and disposition at that date of its assets and liabilities, other
than the liabilities to pay pensions and benefits after the end of the year;

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

. contain the information specified in Regulation 3A of the Occupational Pension Schemes
(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996,
made under the Pensions Act 1995.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the financial statements section of our report. We are independent of the
Scheme in accordance with the ethical requirements that are relevant to our audit of the Financial
Statements in the UK, including the FRC’s Ethical Standard and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

In auditing the Financial Statements, we have concluded that the Scheme’s Trustee use of the going
concern basis of accounting in the preparation of the Financial Statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to
events or conditions that, individually or collectively, may cast significant doubt on the Scheme’s ability
to continue as a going concern for a period of at least twelve months from when the Financial Statements
are authorised for issue.

Our responsibilities and the responsibilities of the Scheme’s Trustee with respect to going concern are
described in the relevant sections of this report.
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NETWORK RAIL CARE PENSION SCHEME

INDEPENDENT AUDITOR'S REPORT TO THE TRUSTEE OF THE NETWORK RAIL
CARE PENSION SCHEME (continued)

YEAR ENDED 31 DECEMBER 2024

Other information

The other information comprises the information included in the annual report, other than the Financial
Statements and our auditor’'s report thereon. The Scheme’s Trustee is responsible for the other
information contained within the annual report. Our opinion on the financial statements does not cover
the other information and we do not express any form of assurance conclusion thereon.

Our responsibility is to read the other information, and in doing so, consider whether the other
information is materially inconsistent with the Financial Statements or our knowledge obtained in the
course of the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether this gives
rise to a material misstatement in the Financial Statements themselves. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information, we are required
to report that fact. We have nothing to report in this regard.

Responsibilities of Trustee

As explained more fully in the Trustee’s responsibilities statement set out on page 8, the Trustee is
responsible for the preparation of Financial Statements and for being satisfied that they give a true and
fair view, and for such internal control as the Trustee determine is necessary to enable the preparation
of Financial Statements that are free from material misstatement, whether due to fraud or error.

In preparing the Financial Statements, the Trustee is responsible for assessing the Scheme’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the Trustee either intends to liquidate the Scheme or to cease
operations, or has no realistic alternative but to do so.

Auditor's responsibilities for the audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the Financial Statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these Financial Statements.
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NETWORK RAIL CARE PENSION SCHEME

INDEPENDENT AUDITOR'S REPORT TO THE TRUSTEE OF THE NETWORK RAIL
CARE PENSION SCHEME (continued)

YEAR ENDED 31 DECEMBER 2024

The extent to which the audit was considered capable of detecting irregularities, including fraud

Irregularities are instances of non-compliance with laws and regulations. The objectives of our audit are
to obtain sufficient appropriate audit evidence regarding compliance with laws and regulations that have
a direct effect on the determination of material amounts and disclosures in the Financial Statements, to
perform audit procedures to help identify instances of non-compliance with other laws and regulations
that may have a material effect on the Financial Statements, and to respond appropriately to identified
or suspected non-compliance with laws and regulations identified during the audit.

In relation to fraud, the objectives of our audit are to identify and assess the risk of material misstatement
of the Financial Statements due to fraud, to obtain sufficient appropriate audit evidence regarding the
assessed risks of material misstatement due to fraud through designing and implementing appropriate
responses and to respond appropriately to fraud or suspected fraud identified during the audit.

However, it is the primary responsibility of management, with the oversight of those charged with
governance, to ensure that the entity's operations are conducted in accordance with the provisions of
laws and regulations and for the prevention and detection of fraud.

In identifying and assessing risks of material misstatement in respect of irregularities, including fraud,
the audit engagement team:

. obtained an understanding of the nature of the environment, including the legal and regulatory
framework that the Scheme operates in and how the Scheme is complying with the legal and
regulatory framework;

. inquired of management, and those charged with governance, about their own identification and
assessment of the risks of irregularities, including any known actual, suspected or alleged
instances of fraud;

. discussed matters about non-compliance with laws and regulations and how fraud might occur
including assessment of how and where the Financial Statements may be susceptible to fraud.

As a result of these procedures we consider the most significant laws and regulations that have a direct
impact on the financial statements are the Pensions Act 1995 and 2004 and regulations made under
them and FRS 102, including the Financial Reports of Pension Schemes 2018 (the Pensions SORP).

The audit engagement team identified the risk of management override of controls as the area where
the Financial Statements were most susceptible to material misstatement due to fraud. Audit procedures
performed included but were not limited to testing manual journal entries and evaluating the business
rationale in relation to any significant, unusual transactions and transactions entered into outside the
normal course of business.

A further description of our responsibilities for the audit of the Financial Statements is located on the
Financial Reporting Council's website at http:www.frc.org.uk/auditorsresponsibilities. This description
forms part of our auditor’s report.
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NETWORK RAIL CARE PENSION SCHEME

INDEPENDENT AUDITOR'S REPORT TO THE TRUSTEE OF THE NETWORK RAIL
CARE PENSION SCHEME (continued)

YEAR ENDED 31 DECEMBER 2024

Use of our report

This report is made solely to the Scheme’s Trustee as a body, in accordance with Regulation 3 of the
Occupational Pension Schemes (Requirements to obtain Audited Accounts and a Statement from the
Auditor) Regulations 1996 made under the Pensions Act 1995. Our audit work has been undertaken so
that we might state to the Scheme’s Trustee those matters we are required to state to them in an
auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the Scheme and the Scheme’s Trustee as a body, for our
audit work, for this report, or for the opinions we have formed.

OSWL R et L LP

RSM UK Audit LLP

Statutory Auditor

Chartered Accountants

Portland

25 High Street

Crawley

RH10 1BG Date: 29/07/25
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NETWORK RAIL CARE PENSION SCHEME

FUND ACCOUNT
YEAR ENDED 31 DECEMBER 2024

Contributions and benefits
Employer contributions
Employee contributions

Total contributions

Transfers in
Other income

Benefits paid or payable

Payments to and on account of leavers
Administrative expenses

Other payments

Net additions from dealings with members

Returns on investments

Investment income and expense
Change in market value of investments
Investment management expenses

Net return on investments

Net increase in the fund during the year

Net assets of the Scheme
At 1 January

At 31 December

Note

O W oo~

1
12
14

2024
£'000s

43,614
5,599

49,213

1,870
1,783

52,866

(9,923)
(2,355)
(2,451)
(1,132)

(15,861)

37,005

3,410
(6,850)
(783)

(4,223)

32,782

297,689
330,471

The notes on pages 28 to 45 form part of these Financial Statements.

2023
£'000s

39,126
3,910

43,036

1,000
4

44,040

(5,703)
(1,406)
(2,021)

(951)

(10,081)

33,959

1,706
11,611
(1,144)

12,173

46,132

251,557
297,689
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NETWORK RAIL CARE PENSION SCHEME
STATEMENT OF NET ASSETS AVAILABLE FOR BENEFITS
AS AT 31 DECEMBER 2024

2024 2023
Note £'000s £'000s

Investment assets 12
Bonds 125,214 110,635
Pooled investment vehicles 16 159,705 130,126
Derivatives 17 24.654 24,260
AVC investments 18 42,730 37,209
Cash 19 1,499 8,395
Other investment balances 20 1,018 958
354,820 311,583

Investment liabilities 12
Derivatives 17 (24,844) (14,630)
(24,844) (14,630)
Total investments 329,976 296,953
Current assets 25 3,597 2,380
Current liabilities 26 (3,102) (1,644)
Net assets of the Scheme at 31 December 330,471 297,689

The financial statements summarise the transactions and net assets available for benefits of the
Scheme. They do not take account of obligations to pay pensions and benefits which fall due after the
end of the Scheme year. The actuarial position of the Scheme, which does take into account such
obligations, is dealt with in the report on Actuarial Liabilities on pages 10 and 11 and these financial
statements should be read in conjunction with this report.

The financial statements were approved by Network Rail Pension Trustee Ltd and authorised for issue
on __29/07/2025 and signed on its behalf by:

Samantha Pitt Louise Campbell
Trustee Director Trustee Director

Date: 29/07/2025

The notes on pages 28 to 45 form part of these Financial Statements.
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NETWORK RAIL CARE PENSION SCHEME
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2024

1. Basis of preparation

The financial statements have been prepared in accordance with the Occupational Pension
Schemes (Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations
1996, Financial Reporting Standard 102 — The Financial Reporting Standard applicable in the UK
and Republic of Ireland issued by the Financial Reporting Council and with guidance set out in the
Statement of Recommended Practice (revised 2018).

The financial statements have been prepared on the going concern basis. Having considered
funding matters, operational matters and the position of the Principal Employer the Trustee
considers the preparation of the financial statements on a going concern basis to be appropriate.

2. Identification of the financial statements

The Scheme is established as a trust under English Law. The registered address of the Scheme
is at Waterloo General Offices, London, SE1 8SW.

3. Accounting policies

The following principal accounting policies were consistently applied in the preparation of the
financial statements, unless otherwise stated.

Currency

The Scheme's functional and presentational currency is pounds sterling, rounded to the nearest
pound.

Monetary items denominated in foreign currency are translated into sterling using the closing
exchange rates at the Scheme year end. Foreign currency transactions are recorded in sterling at
the spot exchange rate at the date of the transaction.

Gains and losses arising on conversion or translation are dealt with as part of the change in market
value of investments.

Contributions

Normal contributions both from the members and from the Employer, and SMART contributions
from the Employer, are accounted for as they fall due in accordance with the recommendations of
the Actuary and the Schedule of Contributions. Additional voluntary contributions from the
members are accounted for in the month they are deducted from pensionable salaries by the
payroll system.

Transfers to and from other schemes

Transfer values represent the capital sums either receivable in respect of members from other
pension schemes of previous employers, or payable to the pension schemes of new employers for
members who have left the Scheme. They take account of transfers where the Trustee of the
receiving scheme has agreed to accept the liabilities before the year end, and where the amount
of the transfer can be determined with reasonable certainty. In the case of individual transfers, this
is normally when the payment of the transfer value is made or received.
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NETWORK RAIL CARE PENSION SCHEME
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2024

3. Accounting policies (continued)
Benefits and payments to and on account of leavers

Benefits are accounted for on the later of the period in which members notify the Trustee of their
decision on the type or amount of benefit to be taken, and the date of retiring or leaving. If there is
no member choice, on the date of retiring, leaving or notification of death.

Refunds and opt-outs are accounted for when the Trustee is notified of the member’'s decision to
leave the Scheme.

Where the Trustee agrees or is required to settle tax liabilities on behalf of a member (such as
where lifetime or annual allowances are exceeded) with a consequent reduction in that member’s
benefits receivable from the Scheme, any taxation due is accounted for on the same basis as the
event giving rise to the tax liability and shown separately within benefits.

Administrative and other expenses

Administration expenses and premiums on term insurance policies are accounted for on an
accruals basis. Expenses are recognised net of any recoverable VAT.

Investment income and expenditure

Income from bonds is accounted for on an accruals basis and includes income bought and sold on
purchases and sales of bonds.

Income from some pooled investment vehicles is reinvested with the funds and is therefore not
directly paid to the Scheme but included within change in market value.

Income from some pooled investment vehicles which distribute income is accounted for on an
accruals basis on the date the dividend is declared.

Annuity income is included in investment income on an accruals basis.

Investment management fees are accounted for on an accruals basis and shown separately within
investment returns.

The change in market value of investments during the year comprises all increases and decreases
in the market value of investments held at any time during the year, including profits and losses
realised on sales of investments and unrealised changes in market value.

Transaction costs are included in the cost of purchases and sale proceeds. Transaction costs
include costs charged directly to the Scheme such as fees, commissions, stamp duty and other
fees. Other investment management expenses are accounted for on an accruals basis and shown
separately within investment returns.

Other Income

Life insurance income receivable on the death of an active member is accounted for in the year of
the member’s death.
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NETWORK RAIL CARE PENSION SCHEME
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2024

3. Accounting policies (continued)
Valuation and classification of investments

Investment assets and liabilities are included in the financial statements at fair value. The methods
of determining fair value for the principles classes of investments are:

Bonds and certain pooled investments vehicles which are traded on an active market are included
at the quoted price, which is normally the bid price.

Unitised pooled investment vehicles, which are not traded on an active market, but where the
manager is able to demonstrate they are priced daily, weekly or at each month end, and are
actually traded on substantially all pricing days, are included at the latest price provided by the
manager at or before the year end.

Pooled investment vehicles, including AVC Investments, are stated at bid price for funds with
bid/offer spreads, or single price where there are no bid/offer spreads.

Swaps are valued at the net present value of future cash flows arising from the swap.

Forward foreign exchange contracts are valued at the gain or loss that would arise from closing
out the contract at the reporting date by entering into an equal and opposite contract at that date.

Over the counter options are valued by the investment manager using generally accepted pricing
models, where inputs are based on market data at that date.

Accrued interest is excluded from the market value of bonds but is included in investment income.

4, Contributions

2024 2023
£'000s £'000s

Employer contributions
Employer's normal contributions 26,731 23,997
Employers SMART contributions 16,883 15,129
43,614 39,126

Employee contributions
Member's normal contributions 915 699
Member's additional voluntary contributions 4,684 3,211
5,599 3,910

49,213 43,036
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NETWORK RAIL CARE PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2024

4,

Contributions (continued)

There is a salary sacrifice arrangement (SMART) in place giving members the option to increase
their take-home pay as National Insurance Contributions payable by both employees and employer

are reduced.

The Statutory Funding Objective was not met at the valuation date. The contributions above
therefore include an allowance for additional contributions to eliminate the deficit (2.48% of
member contributions and 3.71% of Employer contributions). These contributions are expected to
eliminate the deficit over 3 years and 11 months from the date of the valuation.

Transfers in

Individual transfers in

Other income

Claims on term insurance policies
Other income

Benefits paid or payable

Pensions

Commutation of pensions and lump sum retirement benefits
Purchase of annuities

Lump sum death benefits

Taxation where lifetime or annual allowance exceeded

Payments to and on account of leavers

Individual transfers to other schemes
Refunds of contributions in respect of opt-outs

2024
£'000s
1,870

2024
£'000s
3,391
3,425
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NETWORK RAIL CARE PENSION SCHEME
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2024

9. Administrative expenses

Administration and processing
Legal and professional fees
Trustee fees

PPF and regulatory levies
Irrecoverable VAT on expenses
Actuarial fees

Audit fee

Other admin expenses

Trustee fees are in respect of the Independent Trustee, appointed in September 2020.

10. Other payments

Premiums on term assurance policies

11. Investment income and expense

Income from bonds

Income from pooled investment vehicles
Income from derivatives

Income from other investments

Annuity Income

Interest on cash deposits
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NETWORK RAIL CARE PENSION SCHEME
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2024

12. Reconciliation of investments

Purchases at Sales
cost and proceeds and
Value as at 1 derivative derivative  Change in Value as at
Jan 2024 payments receipts market value 31 Dec 2024
£'000s £'000s £'000s £'000s £'000s
Bonds 110,634 228,148 (195,150) (18,418) 125,214
Pooled investment
vehicles 130,126 74,152 (60,207) 15,634 159,705
Derivatives 9,630 32,824 (34,742) (7,902) (190)
AVC investments 37,209 7,575 (5,839) 3,785 42,730
287,599 342,699 (295,938) (6,901) 327,459
Cash 8,395 5 1,499
Other investment
balances 958 46 1,018
296,952 (6,850) 329,976

In applying FRS 102, the Trustee is of the opinion that the total valuation of annuity policies held
in the name of the Trustee is not material to the Scheme’s net assets and is therefore not included
in the financial statements of the Scheme.

In order to allow the Trustee to form this view, a valuation of relevant annuity policies was carried
out by the Scheme’s Actuary as at 31 December 2022 as part of the triennial valuation work. The
valuation of the annuity policies as at that date was £2.09m. The Trustee is of the opinion the
valuation has not materially changed during the year.

The annuity policies held in the name of the Trustee are policies which have been bought in order
to secure a pension for member spouses and/or their dependants.

Fund management fees relating to the management of the assets of the Scheme are calculated
as a percentage of the value of the fund. For AVC investments these are included within the unit
prices of the investments held and are therefore reflected in the market value of the investments.
Management fees for the Main Scheme portfolio are deducted from the funds held.
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13. Transaction costs

In addition to the direct costs incurred below, indirect costs are incurred through the bid-offer
spread on pooled investment vehicles and charges made within those vehicles. It has not been

possible for the Trustee to quantify such indirect transaction costs.

Transaction costs analysed by main asset class and type of cost are as follows:

2024
Fees Commission Taxes
£'000s £'000s £'000s
Other 5 - -
Total 2024 5 - -
Total 2023

14. Investment management expenses

Administration, management and custody

15. Taxation

Total
£'000s

e

2023
Total
£'000s

The Scheme is a registered Pension Scheme under Chapter 2 of Part 4 of the Finance Act 2004

and is therefore exempt from income tax and capital gains tax.

16. Pooled investment vehicles

The Scheme’s investments in pooled investment vehicles analysed by type at the year end were

as follows:

Equity

Bond

Hedge funds
Property

Cash

Mortality Linked
Re-insurances
Alternative Credit

The pooled investments are managed by companies registered in the UK.

2024

£'000s
101,943

39,109
5,197
6,752
1,904
1,675

3,125

159,705

2023
£'000s
66,139
34,509
12,295

7,029
2,870
3,824

175
3,285

130,126
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17. Derivatives

Objectives and Policies

The Trustee has authorised the use of derivatives, where they are specifically permitted in the
investment management agreement, as part of their investment strategy for the Scheme.

The Scheme held the following derivatives at the year end:

Options
Swaps
Forward FX contracts

31 December 2024

Assets
£'000s
19,482
5,064
108

24,654

Liabilities
£'000s
(10,099)
(14,372)
(373)

(24,844)

31 December 2023

Assets
£'000s
17,572
5,870
818

24,260

Liabilities
£'000s
(4,575)
(9,990)

(69)

(14,630)

Further details on the respective derivative contracts held at 31 December 2024 are as follows:

Collateral deposited by counterparties at the year end date in respect of the unrealised gain on
certain derivative contracts amounted to £9.4m (2023 - £12.5m) comprising gilts. Collateral
received is held with the Scheme’s custodian, KAS Bank (trading as CACEIS Investor Services),
but it is not reported within the Scheme’s net assets.

Collateral deposited by the Scheme at the year end date in respect of the unrealised loss on certain
derivative contracts amounted to £9.2m (2023 - £1.1m) comprising gilts. Collateral paid is held with
the counterparties custodian and is reported within the Scheme’s net assets.

-35 -



NETWORK RAIL CARE PENSION SCHEME
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2024

17. Derivatives (continued)
Options

Equity option contracts have been entered into in order to allow the Scheme to benefit from
potentially greater returns from equities whilst minimising the risk of loss through adverse market
movements.

At 31 December 2024, the Scheme has exposure to a number of individual option contacts with
one counterparty, whereby the individual contracts are valued by the counterparty as a single
basket on the basis that the contracts would not individually be realised but would expire or mature
as a single whole. As a result, the valuation provided by the counterparty is a single valuation.

At 31 December 2024 the basket of contracts comprised:-

The nominal value represents the value of the underlying stock protected by the option contracts.
The option contracts have been valued using the Black-
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