
 

Page 1 of 16 

MEL Management Discussion & Analysis Document 
August 2006 

 
Interim Management Discussion and Analysis 
 
Overview  
 
The following is a discussion of the operational and financial performance of Midland 
Expressway Ltd (MEL or the Company) since it’s opening in December 2003 and up to June 
2006.  
 
This discussion note should be read in conjunction with the consolidated financial accounts 
of the Company and the notes annexed thereto for the year ending June 2006. This is the 
second outline Management and Discussion Analysis produced by MEL. Additional 
information on the Company may be obtained and accessed via our website at 
www.m6toll.co.uk 
 
The information has been prepared in accordance with UK Generally Accepted Accounting 
Principles (GAAP). 
 
Forward- Looking Statement  
 
The Interim Management Discussion and Analysis includes views, prospects and statements 
about anticipated future events or trends as well as financial and operating results that are 
projected. Forward looking statements such as: believe, could, expect, intend, goal, may, 
outlook, plan, strive, target and will, reflect the current internal projections, expectations, 
future growth, performance, business prospects and opportunities of the Company, and are 
based on management’s view as to the information available. Actual results may differ 
materially as a result of risks and uncertainties that are continuously monitored. Undue 
reliance cannot be realised on this forward looking statement as management can give no 
assurances that these developments will be realised. These statements are made as at the 
date of the report (dated August 2006). 
 
Corporate Background  
 
MEL was awarded the concession to construct and operate the Birmingham Northern Relief 
Road (later called the M6Toll) in 1991. Permit to Use was achieved on 8 December 2003, six 
weeks ahead of schedule, and the road was fully opened on 11 December 2003. The 
Concession will to run until 2054. 
 
The M6Toll, which is the UK first toll road, runs for approximately 27 miles from junction 3a 
on the M6, arching around the north east of the West Midlands conurbation and rejoining the 
M6 at junction 11a (see map at Appendix 1). The road is a vital link in one of the UK’s main 
arterial routes. 
 
MEL is a private company, wholly owned by Macquarie Infrastructure Group (MIG).  Under 
the Concession, MEL has absolute autonomy as to the setting of toll levels. The tolling 
regime is enshrined within UK legislation under the New Road and Street Works Act 
(NRSWA) 1991. MEL also has the right to build a motorway service area (MSA) which has 
been exercised. The MSA service facilities were opened in December 2003 with the amenity 
building and hotel opening in April 2004. 
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Business Strategy  
 
The Company’s Mission 
 
The Company’s mission remains, as previously stated, to provide a reliable free flowing 
route that exceeds customer expectations in bypassing Birmingham, the UK’s second 
largest city. The Company closely aligns itself to the corporate aims of its shareholder MIG – 
a highly experienced international toll road operator. Our vision is to continue to enhance 
services to the travelling public, seeking greater efficiencies whilst reducing costs and 
maximising strong cash flows. We strive to enhance the performance and reliability of the 
asset, and to be an important part of the regional community and in so doing enhance 
revenue growth. We will seek to invest in projects that enhance customer satisfaction and 
lead to constant repeat business and enhanced safety. 
 
We continue to strive to use innovative practices and appropriate technology to provide a 
well maintained, highly efficient, safe and profitable motorway, thereby satisfying 
shareholders expectations. As the sole tolled motorway in the UK, we are recognised as the 
benchmark operator in the UK, adopting and leading industry best practice, particularly in 
areas such as environmental health and safety management.  
 
We recognise our importance to the region and play an active part in its economic as well as 
physical regeneration, whilst also addressing the needs of our customers, community 
groups, the environment and commuters. 
 
Customer oriented investments include making better use of our resources. A 
comprehensive review of the management and back office team working practices and 
enhancements in technology has taken place, culminating in a more streamlined 
organisation. This process will continue to enhance efficiency and has embraced succession 
planning, the effects of which will be felt in forthcoming years. These efficiencies will lock in a 
greater understanding of our customers’ needs and further improve violation recovery. MEL 
continues with a policy of working wherever possible with local suppliers and has limited 
engagement with external contractors, preferring to rely on its own well trained in-house 
teams.  
 
The Company’s ability to generate value stems from its ability to sustain and enhance 
revenue growth via repeat business, satisfied customers and toll increases. We also 
constantly review our operational expenditure seeking economies throughout the business. 
 
Revenue growth remains dependent upon the future demand for the use of our service as a 
bypass to Birmingham. Factors that affect future demand include the review of the Lichfield 
Local Plan, ongoing business park developments proposed in Staffordshire and the 
expansion of Birmingham Airport. Other factors that will contribute in the future include the 
corridor to the M54 to be built by MEL and active traffic management on the M42 which will 
be in operation within the next 12 months.  Future growth will also be affected by the pricing 
policies designed to sustain the free flow and the expansion of services within the MSA. 
 
The Company is planning to make an investment from the refinancing of its debt facilities to 
improve its level of service and cash flows by providing a motorway link to the M54 and 
making improvements to the southern tie in with the M42. Planning has commenced for both 
projects and we anticipate the completion of the M42/M6Toll tie-in during 2007. The M54 
link, which is subject to consents, is anticipated to be completed after 2012. 
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Standards of Excellence  
 
Compliance with standards ISO 9001 (Quality) OHSAS 18001 (Health and Safety) has been 
maintained. MEL anticipates obtaining ISO 14001 (Environmental) together with ‘Investors in 
People’ recognition by the end of the year, providing a solid quality management system. 
 
Key Performance Indicators  
 
Measurement methods used by management to monitor performance include: traffic (total 
and by class), revenue (total and by class), annual costs against budget, usage per tag, 
transponder penetration, costs per employee, transaction costs, absenteeism, maintenance, 
performance, peak time plaza delays and customer satisfaction. MEL monitors these factors 
and reports monthly to its Executive Committee and Board. 
 
Toll Revenues  
 
MEL’s management is highly skilled at interpreting traffic information and this increasing 
knowledge and understanding of its customers is allowing us to forecast trends more readily. 
In addition to the M6Toll traffic data, screenline analysis has provided us with extensive 
knowledge to interpret the traffic patterns in the region’s corridor. 
 
The environment in which the toll road operates has changed significantly since opening, 
with increases to toll rates and significant levels of roadworks on the competing section of 
the M6. These roadworks, which have had a dramatic effect on MEL’s first year of operation 
are similarly planned throughout 2006. We anticipate this will have a similar impact on traffic 
as seen during the last two quarters of 2004 and made a significant impact on M6Toll flows 
in late 2004. We expect a similar influence will prevail to the end of 2006.  
 
Operations and Maintenance  
 
MEL prepared a detailed operating budget in May, which it will review in November, and will 
also monitor monthly the level of operating costs against budget. This budget has been 
approved by the board of directors of MEL, with division heads made responsible to the CEO 
for operational expenditure and performance. 
 
The Company continues to outsource the second-line maintenance of the toll system. The 
toll system is kept operational by the joint efforts of the MEL Systems Team and the service 
provider Ascom, under a service level agreement that expires towards the end of 2006. This 
will be renewed before the end of the year. 
 
Current Construction Issues  
 
The 3-year defect liability period will end in December 2006 once CAMBBA (the joint venture 
which constructed the road) has remedied all known defects. At that time, CAMBBA will 
expect its £14m Retention Bond to be released. 
 
The final cost of the design and construction contract has not yet been agreed and we are 
still in dispute with CAMBBA. These matters are being dealt with through adjudication and 
the courts. It is unlikely that a final determination will be made before 2007.  
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Delay Mitigation Claim                                  
 

The position remains unchanged since February 2006 as the adjudicator’s decision has not 
yet been received. The fact that CAMBBA has withdrawn the claim in its current form and 
agreed that the adjudicator can decide “that it currently fails in its entirety” makes it unlikely 
that he will make any significant award. 
 
Disputes/Litigation 
 
The disputes that were referred to adjudication by MEL or CAMBBA have been 
subsequently decided by the courts. To date the final expected total outturn cost is slightly 
less than the tender sum.  
 
The planned improvements to the southern tie in with the M42 are currently being drawn up 
in conjunction with the Highways Agency. In parallel, the Company will seek to pursue 
CAMBBA for the cost of these works . 
 
Department’s Changes 
 
Department’s Change No.11 (DC 11) amended the layouts of the M6 where it meets M6Toll. 
The valuation of the change was referred to adjudication because CAMBBA was not 
satisfied with the £1.6 million payment made by the Department’s Agent. CAMBBA claimed 
direct costs of £12 million and undisclosed indirect costs of the order of £19 million. The 
adjudicator decided that the Highways Agency should pay £6.8 million which MEL forwarded 
to CAMBBA upon receipt from the Highways Agency. 
 
The Highways Agency was dissatisfied with the size of the adjudicator’s award and has 
referred the matter to court for resolution. The case is expected to be heard in mid 2007. Any 
amounts awarded will be a pass through for MEL. 
 
Operations Overview 
 
Motorway Operations and Maintenance 
 
MEL’s policy is to continue to self perform all functions that have a direct effect on the level 
of service provided, including the operation and routine maintenance of the highway 
infrastructure. A dedicated motorway operations team, including a control room, provides a 
24/7 customer focussed service. Incident support units patrol the motorway offering 
assistance to customers who have broken down or been involved in an incident. They also 
assist the Police and Highways Agency Traffic Officers at incidents. Close working 
relationships have been developed with the Motorway Police and the Highways Agency 
Traffic Officer service to ensure efficient operation of the motorway. 
 
From December 2006, CAMBBA will be relieved of their maintenance and defects liability, 
the biggest impact of this will be the landscape maintenance which will become the 
responsibility of MEL. 
 
MEL has produced contingency plans for major incidents and extreme weather conditions to 
ensure minimum disruption of service. These plans have been tested as part of ‘desktop’ 
exercises organised by both MEL and the Highways Agency. 
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Routine maintenance of the highway infrastructure is carried out in a proactive as opposed 
to reactive way, thus reducing the impact on service and expenditure. MEL’s Health and 
Safety System ensures compliance with the relevant legislation. The System’s aims are to 
adopt a system of continuous improvement, set and reach achievable targets and install safe 
working practices and procedure and improve awareness.  
 
MEL’s environmental management policy ensures compliance with relevant legislation and 
ongoing commitments from the construction phase of the project. The policy’s main aims are 
to: fulfil ecological commitments, prevent pollution from operation and maintenance activities 
and promote a culture of awareness. 
 
MEL is in comprehensive discussion with the Highways Agency to secure greater strategic 
signing on the network in advance of the toll road. Agreement has been achieved and these 
signs are to be installed by the end of 2006. 
 
Further improvements in signage are planned to assist customers in understanding the 
payment mechanism as we seek to grow the use of credit/debit card transactions. Other 
areas being investigated are in relation to the provision of more flexible signage to illustrate 
future toll increases. 
 
Tolling Operations  
 
The percentage of automatic payments is defined as ETC, credit and debit card and 
automatic coin machine collection and this continues to rise steadily. This is now in the order 
of 65% (see Figure.1), having grown from 61% in December 2005, and we anticipate this 
upward trend to continue. MEL will continue to monitor the number of tolling staff it requires 
as a result of this upturn in automatic toll collection, as manual cash collection falls 
correspondingly. 
 
Figure 1 
 

Automatic Payment as % of Total Traffic - Average per Day
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Promotion  
 
MEL’s local marketing campaign planned to boost both local and weekend traffic 
commenced in May 2006 and was completed in July 2006. MEL has constantly monitored 
the traffic stimulated from this campaign which appears encouraging but the final results will 
not be known for some time. Additional promotions are envisaged for the summer months in 
partnership with local tourist attractions e.g. Drayton Manor. 
 
Systems Operations and Development  
 
Having taken the necessary actions to produce a reliable and stable toll collection system 
(TCS) MEL continued to look at ways of increasing efficiency, reducing costs, improving 
customer satisfaction, adding more functionality, and providing additional resilience and 
redundancy. Examples of these included: 
 

• Lane software modifications to increase throughput 
• Provision of a secondary gigabit bulk data transfer network 
• Provision of an M6Toll website content management system to allow modifications to 

be made in house 
• Reduction in leased line charges by rerouting data onto HA and M6Toll fibre-optic 

networks 
• Provision of enhanced disaster recovery facilities in the event of total loss of the 

Weeford Control Office. 
 
The cost effective implementation of technological systems to key areas has accelerated our 
ability to identify problems and increased the efficiency of our normal operational activities. 
From its Weeford Control Room, MEL has the ability to monitor door status and access 
across all six remote toll stations, monitor incident support vehicle locations via satellite 
tracking and the recent provision of a real-time traffic counting system for advance warning 
of traffic peaks. 
 
Other improvements planned for the near future include: 
 

• Provision of UPS remote monitoring system to allow UPS and generator performance 
during mains outages to be monitored 

• Upgrade of the dedicated automatic payment lanes to take credit cards 
• ANPR (automatic number plate recognition) system roll-out to all lanes (dual system 

in co-operation with the Police). 
 
MEL’s decision to perform its own first line maintenance, where the system may have a 
direct effect on our ability to function and/or is cost effective, has allowed MEL to respond to 
technical problems quickly and efficiently through a 24/7 technical team. This team has been 
proactively carrying out a programme of routine maintenance in order to minimise equipment 
failures and limit any inconvenience experienced by customers and operations. This team 
has been responsible for many of the upgrades completed so far, and provides a cost 
effective way to continuously improve our technological systems. 
 
MEL has entered into an arrangement with the Police services for them to provide at their 
cost ANPR technology on the road. The mutual use of this technology is envisaged in future 
to aid customer profiling. MEL will seek to enter agreement with the licensing authorities in 
order to stimulate both tag and credit /debit card transactions. 
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Traffic and Revenue  
 
Toll revenues are seasonal in nature and are influenced by economic conditions, the pricing 
structure and traffic volumes on competing routes. The M6Toll is not a monopoly as it 
competes with three other routes crossing the region, the M6, A38 and A5. The M6Toll has 
consistently taken traffic from these routes and we expect this trend to continue. Major 
roadworks were put in place by the Highways Agency during 2004 on some of the competing 
routes which enhanced the traffic flows on the M6Toll. Another series of major roadworks on 
some of the competing routes has commenced in 2006 and the M6 Toll is experiencing 
additional seasonal traffic as a result. 
 
The first six months of 2006 saw ADT levels consistently higher than those seen in 2004 
despite the higher toll charge (Class 2 increased from £2.00 to £3.50 over this period) and 
May and June’s ADT was higher than the comparative flows in 2005 suggesting some natural 
growth was occurring. 
 
Figure 2 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

1. Total traffic represents the number of vehicles recorded by the toll collection system in 
the period 

2. Average daily revenue is calculated from the gross toll revenue as recorded by the Toll 
Collection System in the period 

3. Tag penetration rate is the ratio of Tag transactions to total traffic in the period 
4. Tags in circulation are measured at the end of the reporting period based on the 

number of tags registered to customers 
5. Unpaid tolls & violations is the ratio of their net value to gross toll revenue in the 

period. 
 
Figure 3 
 

 6 Months 
to June '04

6 Months 
to Dec '04

6 Months 
to June '05

6 Months 
to Dec '05

6 Months to 
Jun '06

Total Traffic 7,369,663 9,373,182 7,980,186 8,364,163 7,886,468
Average Daily Traffic

Workdays 43,223 53,537 48,254 49,014 48,300
Weekends & Public Holidays 34,505 44,871 35,030 37,327 33,018
All Days 40,493 50,941 44,089 45,457 43,572

Average Daily Revenue £85,676 £143,016 £135,351 £162,163 £151,319
Tag Penetration Rate 1.33% 3.84% 6.56% 7.77% 9.50%
Number of Tags in Circulation 5,599 14,124 20,316 24,369 25,873
Unpaid Tolls & Violations 0.05% 0.06% 0.05% 0.09% 0.15%

Summary
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Average Daily Traffic
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Average daily gross toll revenue in the first half of 2006 was over £151,000, almost £16,000 
(11.9%) higher than the corresponding period in 2005 (see Figure 4). As Figure 4 illustrates, 
revenue has continued to grow month on month from January 2006 to June 2006. We expect 
this trend to continue throughout the summer months as a result of seasonality effects and 
current road works. 
 
Figure 4 
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Electronic Toll Collection (Tag) Transactions 
 
Average Weekday Tag Transactions are now consistently higher than 5,000 per day (see 
Figure 6), representing on average around 8% of total daily payment. In terms of split by 
class, Class 2 tag payments run at around 8% of total daily payments, Class 4 at around 
17% and Class 5 at around 45% (see Figures 7 & 8).  
 
The demand for tags has continued, with the number of tags in circulation increased by 
almost 2,000 to 26,000 in the first half of 2006, as illustrated in Figure 5. 
 
Figure 5 
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Number of M6 Toll Tags in Circulation
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A summer promotion to further raise customer awareness of the benefits of a tag account is 
being run in July and August 2006. In addition, discussions are ongoing with RoadChef and 
Moto to promote and sell M6Toll tags from their respective motorway service areas. 
 
Figure 6 

Average Workday Tag Transactions
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Figure 7 Figure 8 

 
 

Workday Tag Penetration Classes 2 & 4

0.00%

5.00%

10.00%

15.00%

20.00%

25.00%

Ju
l-0

5

A
ug

-0
5

Se
p-

05

O
ct

-0
5

N
ov

-0
5

D
ec

-0
5

Ja
n-

06

Fe
b-

06

M
ar

-0
6

A
pr

-0
6

M
ay

-0
6

Ju
n-

06

Class 2 (Car) Class 4 (Van)

Workday Tag PenetrationClass 5 (HGV)

0.00%

10.00%

20.00%

30.00%

40.00%

50.00%

60.00%

Ju
l-0

5

A
ug

-0
5

Se
p-

05

O
ct

-0
5

N
ov

-0
5

D
ec

-0
5

Ja
n-

06

Fe
b-

06

M
ar

-0
6

A
pr

-0
6

M
ay

-0
6

Ju
n-

06



 

Page 10 of 16 

MEL Management Discussion & Analysis Document 
August 2006 

In addition to the tags, the Company has issued over 6,400 Mobility Exemption Passes to 
disabled drivers to allow them free passage on the M6Toll. 
 
Credit and Debit Card Transactions 
 
The use of credit and debit cards to pay tolls has increased steadily since road opening. In 
January 2004, they accounted for 5% of workday transactions. By December 2004 this 
proportion had grown to over 15% and by June 2006 to 26%. Over 13,000 card transactions 
are now processed on an average working day, and the trend continues to grow. MEL is 
adopting a gradual progression approach to stimulate the move from manual cash 
transactions to ACMs, credit cards and tags. The Company propose to continue this 
education process with customers. 
 
Figure 9 

Average Workday Card Transactions
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Total non cash transactions (tag plus card) now regularly represent 35% or more of workday 
revenue as shown at Figure 10 below: 

 
Figure 10 
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Unpaid Tolls & Violations 
 
Customers who use the M6Toll but do not have any means of payment are issued with an 
Unpaid Toll Report (UTR) which allows them to pay within 48 hours without penalty. The 
TCS takes an image of all vehicles whose drivers cannot or will not pay to pass enabling 
registration numbers of such drivers to be sent electronically to the DVLA to obtain 
registered keeper details for onward enforcement. Levels of unpaid tolls have remained low 
over the last 6 months, with the net cost representing less than 0.12% of gross toll revenue. 
 
Motorway Service Area Income 
 
The Norton Canes Motorway Service Area (MSA) was designed and constructed to a high 
specification by MEL at a cost of £13 million. The MSA is operated by RoadChef under a full 
repairing and insuring lease. RoadChef pay a turnover rental which is calculated as a 
percentage of MSA revenue, excluding petrol. 
 
The MSA continues to be a successful operation, generating rental income to MEL of £2.0 
million in the last 12 months (Figure 13). The MSA is operating close to capacity and 
RoadChef is considering the expansion of the facilities. MEL anticipates that revenue 
contribution from the MSA will continue at a similar level until those expansion plans are 
realised. 
 
Figure 13 
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Results of Operations (£’000)  
 
Revenues (net of VAT) reached £24.5 million in the first half of 2006, an increase of £3.1 
million or 14.8% over the corresponding period in 2005 (Figure 14 below). The rise was driven 
by increased toll prices and higher MSA rental income. 
 
Figure 14 
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6 Months 
to Dec '04

6 Months 
to June '05

6 Months 
to Dec '05

6 Months 
to Jun '06

Revenue 23,246 21,303 26,079 24,450 
Operating Costs (5,171) (4,695) (4,171) (4,218)
Operating EBITDA 18,075 16,608 21,908 20,232 
Operating EBITDA % 77.76% 77.96% 84.01% 82.75%
Commercial Administration (561) (822) (1,555) (389)
EBITDA 17,514 15,786 20,353 19,843 
Depreciation & Amortisation (7,441) (10,295) (10,914) (8,707)
Interest and Similar Charges (21,318) (20,774) (20,635) (21,226)
Net Income/(Loss) (11,245) (15,283) (11,196) (10,090)

 
Commercial Administration is shown separately from ongoing operating costs as it represents 
solely the cost of defending the claims from CAMBBA (see Construction Issues), and is 
therefore not anticipated to be a long term cost. 
 
Toll Revenues 
 
Toll revenues increased £2.8 million (13.5%) over the corresponding period in 2005. Further 
increases in toll revenues are forecast for 2006 based on increased traffic from roadworks on 
the M6 in the second half of 2006. 
 
Figure 15 
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Operating Costs 
 
Operating costs for the six months to June 2006 of £4.5 million compare favourably with the 
corresponding period in 2005 (£5.2 million), shown at Figure 16 below. 
  
Figure 16  
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Operating Costs (£'000)
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Savings in operating costs have been generated through lower marketing expenditure and 
use of consultants, bringing more functions (e.g. cleaning and Health & Safety) in-house, 
close scrutiny of staff requirement and reduced security costs (this can be seen in Figure 17 
below). Operating costs will continue to be monitored to ensure they are kept to a minimum. 
 
Figure 17 
 

Operating Costs (£'000) 6 Months 
to Dec '04

6 Months 
to June '05

6 Months 
to Dec '05

6 Months 
to Jun '06

General Management 1,012 633 386 388
Motorway Operations 738 718 761 736
Tolling Operations 791 732 824 780
Systems 561 534 506 542
Finance & Administration 1,102 899 874 950
Customer Relations & Marketing 342 668 324 320
Insurance 625 511 496 502
Total 5,171 4,695 4,171 4,218  
 
For the first three years of the Concession, the cost of landscaping has been assumed by the 
contractor CAMBBA. From December 2006, this will become a MEL responsibility. No major 
interventions under the periodic maintenance budgets are anticipated before 2010. 
 
Earnings before Interest, Tax, Depreciation & Amortisation (EBITDA) 
 
Operating EBITDA to June 2006 was £20.2 million, an increase of £3.6 million on the 
corresponding period in 2005 (Figure 20 below). Full year Operating EBITDA was £42.1 
million, an increase of £7.4 million (21.3%). 
 
Figure 18  
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Operating EBITDA (£'000)
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When expressed as a percentage of revenue, Operating EBITDA for the six months to June 
2006 at 82.75% compares favourably with the corresponding period in 2005 (77.96%), shown 
in Figure 19 below. 

 
Figure 19 
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Balance Sheet  
 
The Balance sheet is shown in Figure 20 below. 
 
Fixed Assets 
 
Additions to fixed assets in the last six months consisted primarily of road construction costs 
awarded to the contractor under court resolution of disputed costs. The other additions of note 
arose from the continuing development of tolling and IT systems to the sum of £234k. 
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Depreciation of the road is based on actual and forecast vehicle usage over the asset life.  
 
The Land Fund valuation continued to rise within forecasted levels. The settlement of Part 1 
compensation claims by the Highways Agency progressed at a slower rate than expected. 
 
Current Liabilities 
 
Current liabilities comprise unpaid contractor, supplier and payroll costs and VAT due for the 
last three months. Accruals for interest were extinguished by settlement at the end of June 
2006. 
 
Summary (£’000) 
Figure 20 
 

  
Dec-04 Jun-05 Dec-05 Jun-06

 Fixed Assets          
 Cost  692,654 687,489 688,583  689,648
 Depreciation  (13,313) (22,888) (33,094) (41,012)
 Net Book Value  679,341 664,601 655,489  648,636
 Land Fund  48,693 49,343 50,485  51,375
  728,034 713,944 705,974  700,011
 Current Assets         
 Inventory  108 302 213  206
 Debtors  2,230 474 424  307
 Prepayments  1,184 1,344 595  1,035
 Construction Reserve Account  38,633 40,118 35,917  36,470
 Bank & Cash  17,585 14,714 18,256  17,699
  59,740 56,952 55,405  55,717
 Current Liabilities         
 Trade Creditors  (1,365) (688) (1,713) (701)
 Other Creditors & Accruals  (11,900) (5,990) (3,251) (3,489)
 VAT Creditor  (670) (1,747) (1,042) (1,448)
  (13,935) (8,425) (6,006) (5,638)
         
 Net Current Assets  45,805 48,527 49,399  50,079
         
 Long Term Liabilities         
 Long Term Loans  (619,909) (619,909) (619,909) (619,909)
 Prepaid Loan Issue Costs  4,984 4,785 4,585  4,586 
 Land Fund Liability  (54,606) (58,322) (62,220) (66,828)
  (669,531) (673,446) (677,544) (682,351)
         
 Net Assets/(Liabilities)  104,308 89,025 77,829  67,739
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Dec-04 Jun-05 Dec-05 Jun-06

 Shareholders Funds         
 Share Capital  1,470 1,470 1,470  1,470
 Reserves - P&L a/c  (42,692) (57,975) (69,171) (79,261)
 Loan Stock  145,530 145,530 145,530  145,530
  104,308 89,025 77,829  67,739

 
Liquidity and Capital Resources 
 
Net cash inflows from operating activities in the six months to 30 June 2006 amounted to 
£18,986k. Outflows on financing activities was £19,544k. Under the terms of the Facility 
Agreement the shortfall was funded from the Debt Service Reserve Account (Figure 21). 
 
Looking forward, the Company expects to generate sufficient cash from operations to meet all 
of its ongoing obligations. This will be enhanced by the refinancing of the debt facilities. 
 
Figure 21 
 

  
Dec-04 Jun-05 Dec-05 

 
Jun-06 

 
Debt Service Reserve Account  16,007 14,070 17,607 16,920
Other Bank & Cash Balances  3,578 644 650 779
 19,585 14,714 18,257 17,899
 Construction Reserve Account  36,633 40,118 35,917 36,470
  56,218 54,832 54,174 54,369

 


