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c2c Rail Limited 
Directors' Report 

The Duectors present thetr annual report, busmess revtew, the financtal statements 
and audttors' report for the year ended 31 December 2006 

Principal activities 

The pnnctpal actlVlty of the Company durmg the last financial year was the operatwn 
of passenger ratlway servtces between Fenchurch Street and Shoeburyness The c2c 
franchtse ts currently scheduled to end on 7 May 2011 

V tstt our webstte, www c2cratl co uk, for mformatwn on timetables, fares and further 
mformatlon on our busmesso 

0 

Review of business and outlook 

The Company's operatwnal and financtal performance tmproved dunng the year 

The Company contmued to make stgmficant operatwnal progress The percentage of 
trains amvmg on time mcreased to 94 18% (2005 93 I%) 

0 
Thts ts the htghest Pubhc 

Performance Measure (PPM) m the country We mtend to mamtam thts ratmgo The 
Company recently recorded a customer satisfactiOn level of 89% m the autumn 2006 
Natwnal Passenger Survey We wtll contmue to develop our stakeholder relatwnshtps, 
mcludmg both statutory (for exatnple London Travel Watch) and non statutory bodtes, 
together with local authontles and elected representatives 

The operatmg loss was reduced by 28% m the year as a result of an 8% mcrease m 
passenger revenue The Company's financtal performance ts largely determmed by 
our abthty to grow passenger revenues, gtven that we have a largely fixed costs base 
Our plans to grow revenue are based on mamtammg our reputatiOn for operatwnal 
excellence alhed to an mcreased focus on customer relatwnshtp management We 
mtend to mtroduce fares stmphficatwn, a range of channel based actions and further 
revenue protectwn mttlatlves 

Results and dividend 

The loss for the year attnbutable to the shareholders amounts to £626,000 (2005 
£1,342,000 loss as restated) No dlVldend was patd m the year (2005 £ml) 

Passenger mcome tmproved m the year by over 8% to £86,512,000 compared to 
£79,714,000 m 2005 Thts was largely as a result of a 5.4% mcrease in passenger 
numbers, and a 2 5% mcrease m revenue per passenger 

Health and Safety 

The safety of our employees and customers ts of pnme tmportance and workmg wtth 
our partners, BTP, Network Rat!, TfL and other key stakeholders, we conststently 
endeavour to put m place mttlatlves and eqmpment and statwn CCTV that wtll help 
passengers travel m safety 
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c2c Rail Limited 
Directors' Report 

Health and Safety (continued) 

OperatiOnal Safety performance improved s1gmficantly on last year w1th the number 
of s1gnals passed at danger (SP ADs), a key measure of safety performance, falling 
from 8 to 3 The Company mamtams 1ts own SP AD reduchon strategy mvolvmg 
dnver trammg, dnver assessment and competence management To mamtam further 
improvement m our SPAD rate we are workmg m partnership w1th the dnvers' umon, 
ASLEF, on a development programme that w1ll further enhance the way we support 
safety awareness and competence m our dnver workforce. 

Environment 

We are aclively combatmg climate change m three ways makmg our own operalions 
more carbon-efficient, workmg w1th government and other bod1es such as the WWF 
and the Climate Group to help shape lower carbon transport polic1es, and directly 
encouragmg people to sw1tch to public transport We are workmg towards 1mprovmg 
efficiency and reducmg energy consumptiOn m our tram depots 

Net savmgs of greenhouse gas emJssJons as a result of people travelling w1th our 
serv1ces rather than by car Js prov1ded m the Ch1ef ExecutJve's rev1ew on page 11 of 
the NatiOnal Express Group PLC (the 'Group') 2006 Annual Report and Accounts 

Our electnc trams have actJvated regeneralive brakmg te~hnology, wh1ch recovers 
energy during brakmg to generate electnc1ty and can reduce tram power consumptiOn 
and C02 emJssJons by about 16% 

Operational review 

OperatiOnal performance for the busmess 1mproved m the year We operate a 
customer salisfactwn programme where we focus on one aspect at a lime, until we get 
that aspect nght F1rst we tackled performance and punctuality, and ach1eved 
s1gmficant improvements In the most recent NatiOnal Ra1l Trends Public Performance 
Measure (PPM) tables, the percentage of our trams arnvmg on lime rose by I 08% to 
94 18% compared to a sector average of 88 3% 

Durmg the year we worked to get the cleanliness and presentatiOn of our trams to a 
consistently h1gh standard In the NatiOnal Passenger Survey's tw1ce-yearly customer 
salisfactwn figures we were ahead of the nalional average m both our focus areas of 
punctuality and cleanliness. In 2007 we w11l be focusmg on customer commumcatwn, 
especmlly to keep people better mformed about serv1ce d1sruptwns We w1ll also be 
workmg w1th the Assocmtwn of Tram Operatmg Compan1es on the Simplification of 
the complex fare structures currently m place 
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Directors 

c2c Rail Limited 
Directors' Report 

The Directors of the Company who served dunng the year, and since the year end, are 
hsted below -

Name of Director Date Appomted 

A C R Golton 6 February 2001 
AN Ch1vers 8 December 2003 
D DG Booth 30 October 2000 
D Franks I February 2004 
J B Ratcliffe 14 June 2001 
M J Hopwood 9 February 2004 
R O'Toole 19 September 2000 
S Goldsmith 4 May2005 
J Adesh1yan I May 2006 
RJ Bowley 26 July 2006 
S Rees 22 January 2007 
A Kang 12 March 2007 

The followmg Directors were appomted after year end 
S Rees (appomted 22 January 2007) 
A Kang ( appomted 12 March 2007) 

Company secretary 

J Casson 

Directors' liabilities 

Date Resiened 

I May2006 
I May2006 

I January 2007 

22 January 2007 

12 March 2007 

The company has granted an mdemmty to one or more of Its directors agamst hab1hty 
m respect of proceedmgs brought by third parties, subJect to the conditions set out m 
the Companies Act 1985 Such quahf)'mg thud party mdemmty provision remams m 
force as at the date of approvmg the Directors' Report. 

Employees 

The Company IS a non-d1scnmmatory employer operatmg an Equal Opportumlles 
Pohcy which aims to ehmmate unfair discnmmatwn, harassment, vicllmisatwn and 
bullymg The Company IS committed to ensunng that all mdlVlduals are treated fairly, 
with respect and are valued mespecllve of disab1hty, race, gender, health, socml class, 
sexual preference, mantal status, natwnahty, rehgwn, employment status, age or 
membership or non-membership of a trade umon 

The Company's pohcy IS to contmue to employ those who become disabled m service, 
together with some recruitment where circumstances permit Trammg IS adJusted to 
cater for an mdividual disability and the disabled share the same conditiOns of service 
as other staff m relatiOn to career development and promotwn 
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c2c Rail Limited 
Directors' Report. 

Employees (continued) 

The Company uses consultative procedures agreed wtth 1ts staff and elected 
representatives w1th a v~ew to ensunng that employees are aware of the financial and 
economic factors wh1ch affect the Company's performance and prospects In addition 
the Company Issues a penodic newspaper to all employees mformmg them of 
developments w1thm the Company, whilst the National Express Group's magazme 
keeps employees m touch w1th the world w1de activities of the Group The Company 
mamtams a Company w1de mtranet service 

The Company participates m the Group w1de annual Employee Survey to momtor 
employee satisfactiOn Results are followed through usmg employee focus groups to 
understand the key Issues ra1sed m the survey. Employees make recommendatiOns at 
these forums wh1ch are then developed mto Company actiOn plans 

Key risks and uncertainties 

The Company IS subject to mternal and external nsk factors External nsks mclude 
general economic conditiOns, competitor activity and regulatory changes Internal 
nsks mclude failure of mternal controls, regulatory compliance and mdustnal 
disputes 

We expect to see some modest slowdown m a number of economiC md1cators m 2007, 
although they are predicted to remam above the long term UK average We should 
benefit from the proposed regeneratiOn of the Thames Gateway regwn The pnnc1pal 
alternative to our services m most of our regiOn IS pnvate car We do not foresee any 
1mmed1ate change to this competition and w1ll seek to alleviate by a combmatwn of 
our contmumg operatmg excellence and enhanced customer service Energy costs 
remam a potentially s1gmficant nsk to our cost base We have successfully mtroduced 
regenerative brakmg m early 2007 and are actively pursumg,other alternatives 

Further d1scusswn of these nsks and uncertamties, in the context of the Group as a 
whole IS provided m the Operatmg and Fmanc1al Review on page 25 of the Natwnal 
Express Group PLC 2006 Annual Report and Accounts 

Further mformatlon on the financial nsk management objectives and policies of the 
Group as a whole, and by default the Company, can be found on pages 80 and 81 of 
the NatiOnal Express Group PLC Annual report and Accoun,ts 

Charitable and political donations 

The Company made charitable donatiOns of £NIL durmg the year (2005 £NIL) 
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Supplier payment policy 

c2c Rail Limited 
Directors' Report 

It IS the Company's policy to agree terms of payment pnor to commencmg trade With 
any supplier and to abide by those terms based on the timely submission of mvo1ces 
Trade creditor days of the Company for the year were 35 days (2005- 29 days) based 
on the ratio of Company trade creditors at the end of the year to the amounts mvmced 
dunng the year by trade creditors 

Auditors 

In accordance with Section 386 of the Compames Act 19,85, a resolution has been 
passed to dispense with the obligation to appoint auditors annually Accordmgly, 
Emst & Young LLP shall be deemed to be re-appomted as the Company's auditors 28 
days after the accounts are sent to members 

Directors' statement as to disclosure of information to auditor 

The directors who held office at the date of approval of the Directors' Report confirm 
that 

• to the best of each director's knowledge there IS no mformation relevant to the 
preparatiOn of their audit report to which the Company's auditor IS unaware, 
and 

• each director has taken all steps that a director might reasonably be expected to 
have taken to be aware of relevant audit mformation and to establish that the 
Company's auditor IS aware of that mformatwn 

By order of the Board 

t~ 
AKang 
Fmanc~al Director 

Date 2.-of ID 5) 2007 

Registered Office 
75 Dav1es Street 
London 
WIK5HT 
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c2c Rail Limited 
Statement of Directors' Responsibilities 

Statement of directors' responsibilities 

The directors are responsible for preparing the report and accounts m accordance w1th 
applicable law and Umted Kmgdom Generally Accepted Accountmg Practice 

Company hiw requires the directors to prepare accounts for each financial year which 
giVe a true and fmr view of the state of affairs of the Company and of the profit or loss 
of the Company for that penod In prepanng those accounts, the directors are reqmred 
to 

• select suitable accounting policies and then apply them consistently, 
o make JUdgements and estimates that are reasonable and prudent, 
• state whether applicable accountmg standards have been followed, subject to 

any matenal departures disclosed and explamed m the accounts; and 
• prepare the accounts on the gomg concern basis unless It IS mappropnate to 

presume that the Company will contmue m busmess 

The directors confirm that these accounts comply with the above reqmrements 

The directors are responsible for keepmg proper accounting records which disclose 
with reasonable accuracy at any time the financial position of the Company and to 
enable them to ensure that the accounts comply with the Compames Act 1985 They 
are also responsible for safeguardmg the assets of the Company and hence for takmg 
reasonable steps for the preventiOn and detectiOn of fraud and other megulanties 

The directors are responsible for the mamtenance and mtegnty af the corporate and financial 
mfonna!lon mcluded on the Company's website Legislation m the Umted Kmgdom 
govemmg the preparatiOn and dissemmatwn of financial statements may differ from 
legislatiOn m other JUrisdictions 
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Independent auditors' report to the members of 
c2c Rail Limited 

We have aud1ted the Company's financml statements for the year ended 31 December 2006 wh1ch compnse 
the Profit and Loss Account, Statement of Total Recogmsed Gams and Losses, Balance Sheet, and the 
related notes I to 21 These financial statements have been prepared under the accountmg pohc1es set out 
there m 

Th1s report 1s made solely to the Company's members, as a body, m accordance w1th Sect10n 235 of the 
Compames Act 1985 Our aud1t work has been undertaken so that we m1ght state to the Company's 
members those matters we are reqmred to state to them m an aud1tors' report and for no other purpose To 
the fullest extent permitted by law, we do not accept or assume respons1b1hty to anyone other than the 
Company and the Company's members as a body, for our aud1t work, for th1s report, or for the opm10ns we 
have formed 

Respective responsibilities of directors and auditors 
The d1rectors are responsible for the preparatiOn of the financ1al statements m accordance w1th applicable 
Umted Kmgdom law and Accountmg Standards (Umted Kmgdom Generally Accepted Accountmg Practice) 
as set out m the Statement of Directors' Respons1bll1t1es 

Our respons1b1hty 1s to aud1t the financial statements m accordance w1th relevant legal and regulatory 
reqmrements and InternatiOnal Standards on Aud1tmg (UK and Ireland) 

We report to you our opm10n as to whether the financ1al statements giVe a true and fa1r v1ew and are 
properly prepared m accordance With the Compames Act 1985 We also report to you whether, m our 
opm10n, the m formatiOn g1ven m the D1rectors' Report IS conSIStent w1th the financial statements In 
add1t1on we report to you 1f, m our opm10n, the Company has not kept proper accountmg records, 1fwe have 
not rece1ved all the mformat10n and explanatiOns we reqmre for our aud1t, or 1f mformat10n spec1fied by law 
regardmg d1rectors' remuneration and other transactiOns IS not d1sclosed 

We read the D1rectors' Report and cons1der the 1mphcat10ns for our report 1f we become aware of any 
apparent misstatements w1thm 1t 

Bas1s of audit opinion 
We conducted our aud1t m accordance With InternatiOnal Standards on Audttmg (UK and Ireland) 1ssued by 
the Aud1tmg Practtces Board An aud1t mcludes exammat10n, on a test bas1s, of ev1dence relevant to the 
amounts and disclosures m the financ1al statements It also mcludes an assessment of the s1gmficant 
estimates and JUdgments made by the d1rectors m the preparation of the financ1al statements, and of whether 
the accountmg pohc1es are appropnate to the Company's Circumstances, consistently apphed and adequately 
d1sclosed 

We planned and performed our aud1t so as to obtam all the mformat10n and explanatiOns wh1ch we 
cons1dered necessary m order to prov1de us With suffic1ent ev1dence to g1ve reasonable assurance that the 
financial statements are free from matenal misstatement, whether caused by fraud or other megulanty or 
error In formmg our op1mon we also evaluated the overall adequacy of the presentation of m formation m 
the financ1al statements 
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Independent auditors' report to the members of 
c2c Rail Limited 

Opinion 
In our opmton 

• the financial statements g1ve a true and fair view, m accordance with Umted Kmgdom 
Generally Accepted Accountmg Pracllce, of the state of the Company's affairs as at 31 
December 2006 and of 1ts loss for the year then ended, 

• the financial statements have been properly prepared m accordance w1th the Compames Act 
1985, 

• the mformat10n given m the Directors' Report IS consistent with the financial statements 

£11\ ~~ J "fou~ LL f 
Ems! & Young LLP 
Registered auditor 
London 

Date 1o M~ 2oA 



c2c Rail Limited 
Profit and Loss Account 

For the year ended 31 December 2006 

2006 

Note £'000 

Turnover 2 
Passengertncorne 86,512 
Revenue grant 16,114 
Other operatmg mcorne 4,002 

106,628 

Operatmg costs (108,107) 

Operating loss 3 (1,479) 

Interest receivable 7 655 
Interest payable 7 (915) 
Other finance ttem Pensions 19 650 
Loss on ordinary activities before taxation (1,089) 

TaxatiOn on loss on ordmary acttvtttes 8 463 

Retained loss for the financial year ~626~ 
* Restated for change m accountmg pohcy for share-based payment (see note I) 

All acttvtttes relate to contmumg operatiOns 

2005* 

£'000 

79,714 
9,079 
4,501 

93,294 

(95,727) 

(2,433) 

629 
(877) 

500 

(2,181) 

839 

(1,342) 

There ts no dtfference between the loss on ordmary acttvtttes before taxatiOn and the retamed 
loss for the year stated above and thetr htstoncal cost eqmvalents 
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c2c Rail Limited 
Statement of Total Recognised Gains and Losses 

For the year ended 31 December 2006 

Loss for the financial year 

Actuarial gam/(loss) on defined benefit pensiOn scheme 

Deferred tax on actuarial gam/(loss) 

Total recognised gains and losses relating to the year 
*Restated for change m accountmg pohcy for share-based payment (see note 1) 

12 

2006 2005* 
£'000 £'000 

(626) (I ,342) 

803 (I ,400) 

(241) 420 

(64) (2,322) 



c2c Rail Limited 
Balance Sheet 

As at 31 December 2006 

Note 

Fixed assets 
Tangible assets 9 
Investments 10 

Current assets 
Debtors 11 

Cash at bank and m hand 

Creditors: amounts falling due within one year 12 

Net current liabilities 

Total assets less current liabilities 

Creditors: amounts falling due after one year 12 

Provisions for liabilities and charges 13 

Net assets excluding net pension liability 

Net pensiOn liability 19 

Net assets including net pension liability 

Capital and reserves 
Share capital 15 
Share premiUm account 16 
Profit and loss account 16 

Equity shareholders' deficit 

o" ":'::, 4[ I* 
Date 2 Df{5 JGl. 

The notes on pages 14 to 29 form part of the accounts 

13 

2006 

£'000 

13,801 

20,712 

18,509 
39,221 

(53,979} 

04,758) 

(957) 

(35) 

(255) 

(1,247) 

(910) 

(2,157) 

1,000 
3,000 

(6,157) 

(2,157) 

2005 

£'000 

15,812 

19,623 

17,825 
37,448 

{52,8392 

{15,3912 

421 

(60) 

{9492 

(588) 

(I ,554) 

(2, 142) 

1,000 
3,000 

{6,1422 

(2,142) 



c2c Rail Limited 
Notes to the Accounts 

For the year ended 31 December 2006 

1. Accounting polic1es 

a) Fundamental accounting concept 

The accounts have been prepared on a gomg concern bas1s as the ultimate parent Company 
has provtded support to the Company and has undertaken to contmue to do so for the 
foreseeable future 

b) Basis of preparation 

The accounts are prepared under the h1stoncal cost conventiOn and m accordance w1th 
applicahle accountmg standards 

c) Statement of compliance 

The entity 1s reqmred to comply w1th Umted Kmgdom ('UK') accountmg standards and UK 
Company legtslatJOn except m spectal ctrcumstances where management concludes that 
compliance would be so mtsleadmg that 1t would confhct w1th the obJeCtive to present a 
true and fau v1ew of 1ts accounts On th1s bas1s, the entity has departed from the followmg 
reqmrements 

- Fmanctal Reportmg Standard ('FRS') 17 'Retirement Benefits' - The Company has 
accounted for tts constructive but not legal obligatiOn for the Ra1lways Pens10n Scheme 
("RPS") under the terms of 1ts franch1se agreement, 

Detatls of the background and ratiOnale for these departures are provtded m note 19, 
mcludmg the 1mpact on the Company's financtal performance and pos1t1on of adoptmg th1s 
accountmg treatment as reqmred by FRS 18 'Accountmg Polic1es' and UK Company 
legtslatlon. 

d) Change in accounting policy 

The Company has adopted FRS 20, 'Share-based payment' m these financtal statements 
The adoption of thts standard represents a change m accountmg policy and the comparative 
figures have been restated accordmgly 

The effect of the change m accountmg policy was to increase staff costs, loss for the year 
and decrease total recogmsed gams and losses by £49,000 (2005 £28,000) Net assets are 
unaffected by th1s change 

In add1t10n, the Company has adopted the Amendment to FRS 17 tssued m December 2006, 
whtch amends the disclosure reqmrements m respect of defined benefit penston schemes 
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c2c Rail Limited 
Notes to the Accounts 

For the year ended 31 December 2006 

1. Accounting policies (continued) 

e) Share based payments 

The Company apphed the reqmrements of FRS 20 'Share-based Payment' with effect from 
I January 2006 In accordance with the transitiOnal provisiOns, the standard has been 
apphed to all eqmty-settled awards granted after 7 November 2002 that were unvested as of 
I January 2006 

The Company Issues equity-settled share-based payment to certam employees Eqmty
settled share-based payments are measured at fair value at the date of grant by an external 
valuer usmg a stochastlc model Eqmty-settled arrangement are settled through the issue of 
National Express Group PLC shares Non-market-based performance-related vestmg 
conditiOns are not taken mto account when estlmatmg the fair value, mstead those non
market conditions are taken mto account m calculatmg the current best estimate of the 
number of shares that will eventually vest and at each balance sheet date before vestmg 
The cumulative expense IS calculated based on that estimate. 

Market-based performance conditions are taken mto account when determmmg the fair 
value and at each balance sheet date before vestmg, the cumulative expense 1s calculated 
mespectlve of whether or not the market conditions are satisfied, provided that all other 
performance conditions are met At each balance sheet date before vestmg, the cumulative 
expense IS calculated based on the Company's estimate of the number of shares that will 
eventually vest, and the movement m cumulative expense smce the previOus balance sheet 
date IS recogmsed m the profit and loss account, with a correspondmg entry m eqmty 

t) Turnover 

(1) Passenger mcome represents amounts agreed as attnbuted to the Company by the 
mcome allocatiOn systems of Rail Settlement Plan Limited, mamly m respect of 
passenger receipts Income IS attnbuted based pnnc1pally on models of certam aspects 
of passengers' travel patterns and, to a lesser extent, from allocatiOns agreed for specific 
revenue flows The attnbuted share of season ticket mcome IS deferred w1thm creditors, 
and released to the profit and loss account over the penod of the relevant season ticket 

(n) Revenue grant relates to amounts receivable from the Department for Transport (OfT) 
Income IS recogmsed on an accruals basis 

(m) Other mcome IS denved from ticket commiSSIOns, station tradmg mcome, depot and 
statiOn access payments, performance regime payments, and the provision of goods or 
services to other tram operatmg compames and excludes V AT It IS recogmsed on an 
accruals basis 

g) Taxation 

CorporatiOn tax IS provided on taxable profits at the current rate 
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c2c Rail Limited 
Notes to the Accounts 

For the year ended 31 December 2006 

1. Accounting policies (continued) 

h) Tangible fixed assets and depreciation 

Tang1ble fixed assets are stated at cost Deprec1at10n IS prov1ded on a stra1ght hne bas1s to 
wnte off the cost less estimated residual value of fixed assets over the1r expected useful 
economic hves as follows -

Plant and eqmpment 3 - I 0 years o'r lease term 

i) Leased assets 

Assets held under finance leases are mcluded as tang1ble fixed assets and deprec~ated over 
theu expected useful hves The correspondmg obhgatwns relatmg to finance leases, 
excludmg finance charges allocated to future penods, are mcluded m creditors Fmance 
costs are allocated to the profit and loss account over t)le penod of the lease m accordance 
w1th the mterest rate mherent m the lease 

Operatmg lease rentals are charged to the profit and loss account on a strmght-hne bas1s 
over the lease term. 

j) Grants 

Capital grants are credited to deferred grant mcome and released to the profit and loss 
account over the estimated useful economic hves of the related assets 

k) Retirement benefits 

The Company contnbutes to a defined benefit penswn scheme on behalf of the majonty of 
employees Full deta1ls are provided m note 19 mcludmg the departure from FRS 17 
requued for the Company's RPS obhgatwns 

The trustees complete a full actuanal valuation tnenmally, separately for each section of 
the RPS, but the obhgatwn 1s updated annually by mdependent actuanes usmg the 
projected umt credit method for financ1al reportmg purposes 

The Company participates m the RPS, a defined benefit scheme wh1ch covers the whole of 
the UK Ra1l mdustry Th1s 1s partitiOned mto sectwns and the Company IS responsible for 
the fundmg of the sectwns whilst 1! operates the relevant franch1se In contrast to the 
penswn schemes operated by most busmesses, the RPS 1s a shared cost scheme, wh1ch 
means that costs are formally shared 60% employer and 40% employee A hab1hty IS 

recogmsed, although th1s 1s offset by a franch1se adjustment so that the net hab1hty 
represents the deficit that the Group expects to fund durmg the franchise term Th1s 
represents a departure from FRS 17 so as to present fauly the Company's financial 
performance, pos1t10n and cash flow m respect of Its obhgatwns for the RPS 

The current serv1ce cost and gams and losses on settlements and curtmlments are recogmsed 
m staff penswn costs w1thm operatmg costs m the mcome statement Past serv1ce costs are 
mcluded m operatmg costs where the benefits have vested, otherw1se they 
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c2c Rail Limited 
Notes to the Accounts 

For the year ended 31 December 2006 

1. Accounting policies (continued) 

are amortised on a straight-hoe basis over the vestmg penod The expected return on assets 
of funded defined benefit schemes and the mterest on pensiOn scheme habihties compnse 
the finance element of the pensiOn cost and are mcluded m mterest costs Actuarial gams 
and losses ansmg from expenence adjustments, changes m actuarial assumptions and 
amendments to pensiOn plans are charged or credited to the statement of total recogmsed 
gams and losses m the penod m which they anse 

The charges m respect of defined contnbutwn schemes are recogmsed when they are due 
The Company has no legal or constructive obligation to pay further contnbutwns mto a 
defined contnbutwn scheme If the fund has msufficJent assets to pay all employees benefits 
relatmg to employee service m the current and pnor pe~wds 

I) Deferred tax 

Deferred tax IS recogmsed m respect of all matenal timmg differences that have ongmated, 
but not reversed, by the balance sheet date Deferred tax IS measured on non-discounted 
basis at tax rates that are expected to apply m the penods m which the timmg differences 
reverse Deferred tax assets are recogmsed where their recovery IS considered more hkely 
than not m that there will be smtable taxable profits, from which the future reversal of 
underlymg t1mmg differences can be deducted 

m) Pre-contract costs 

Pre-contract costs associated with secunng new rml franchises are expensed as mcurred, 
except where It IS virtually certam that franchise will be awarded, m which case they are 
recogmsed as an asset and are expensed to profit and loss account over the hfe of the 
franchise Costs associated with commencement of new contracts are expensed as mcurred 

2. Turnover 

3. 

All turnover ongmates m the Umted Kmgdom. 

The Duectors consider that the whole of the activities of the Company constitute a smgle class 
ofbusmess 

Operating loss 
2006 2005 
£'000 £'000 

_QReratmg (loss) IS stated after char~ · 
DepreciatiOn - Owned assets 2,697 2,185 
DepreciatiOn - Fmance lease 37 62 
Operatmg lease rentals 

- Fixed track access 18,636 8,069 
- Rolhng stock costs 22,526 21,801 
- V an able track access 2,809 2,962 
-Other 5,140 5,129 

Auditors' remuneration -audit fees 24 20 
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c2c Rail Limited 
Notes to the Accounts 

For the year ended 31 December 2006 

4. Directors' emoluments 

Aggregate emoluments in respect of quahtymg services to the 
Company · 

2006 

£'000 

237 

2005 

£'000 

179 

The emoluments excludmg penswn contributiOns of the highest pa1d d1rector were £88,783 
(2005 £178,959). H1s accrued pensiOn and accrued lump sum benefit, as at 31 December 
2006, were £26,620 (2005 £77,629) and £12,070 (2005 £116,442) respechvely 

Messrs O'Toole, Hopwood, Booth, Franks, Golton, Ratchffe, and Mrs. Goldsmith received no 
remuneratiOn from the Company m the year to 31 December 2006 Mr O'Toole was also a 
director of Nahonal Express Group PLC at the end of the year and h1s mterests are disclosed m 
the Annual Report of that Company Messrs Adesh1yan, Ratchffe and Booth exercised share 
optiOns dunng the year (2005 one director) 

Retuement benefits accrued dunng the year to three duectors (2005 one director) under a 
defined benefit scheme m respect of services provided to the Company 

5. Staff costs 

Wages and salanes (mcludmg share-based payment expense) 
Soc.al secunty costs 
Penswn costs (refer to note 19) 

2006 
£'000 

15,723 
1,213 
1,940 

18,876 

The average number of employees (mcludmg duectors) durmg the year was as follows 

2005 
£'000 

15,300 
1,144 
1,500 

17,944 

2006 2005 

Managenal and admm1strahve 
_Qperatwnal 

6. Share based payments 

No. 
95 

507 
602 

No 
89 

521 
610 

The charge m respect of share-based payment transachons included m the mcome statement for 
the year 1s as follows 

2006 2005 
£'000 £'000 

Expense ar1smg from share and share optiOn plans 49 28 

Dunng the year ended 31 December 2006, c2c Ra1l L1m1ted had five share-based payment 
arrangements, wh1ch are descnbed m note 7 to the National Express Group PLC 2006 Annual 
Report and Accounts 
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c2c Rail Limited . 
Notes to the Accounts 

For the year ended 31 December 2006 

6. Share based payments (continued) 

For the followmg disclosure, share optwns with a m! exercise pnce have been disclosed 
separately to avmd distortmg the weighted average exercise pnces The number of share 
options m existence dunng the year was as follows 

2006 2005 
Number Weoghted average Number Weoghted average 
of share exercise pnce of share exerc1se pnce 
oot1ons (p) ootoons (p) 

Optwns without a m! exercise 
pnce 
At I January 68,497 544 121,516 506 
Granted durmg the year - - - -
Lapsed durmg the year (4,510) 579 (12,716) 582 
Exercised dunng the year (43,310) 459 (40,303) 417 
Outstandmg at 31 December' 20,677 725 68,497 544 
Exercisable at 31 December 5,074 858 25,971 515 

OptiOns with a ml exercise pnce. 
At I January 7,611 m! - ml 
Granted durmg the year 12,617 ml 7,611 m! 
Lapsed dunng the year (1,129) m! - ml 
Exercised dunng the year - - - -
Outstandmg at 31 December 19,099 m! 7,611 m! 
Exercisable at 31 December - - - -

Total outstandmg at 31 December 39,776 76,108 
Total exercisable at 31 December 5,074 25,971 

' Included wothon thos balance are optoons over 5,074 (2005 25,971) shares for whoch no expense has been 
recognosed on accordance woth the transotoonal provosoons of FRS 20 as the optoons were granted before 7 
November 2002 and have not been subsequently modofied 

The options outstandmg at 31 December 2006 had exercise pnces that were between 585p and 
863p (2005 between 398p and 863p) excludmg options with a m! exercise pnce The range of 
exercise pnces for optwns was as follows 

Exercise pnce (p) 2006 2005 
350-650 74 45,875 
650-950 20,603 22,622 
950-1250 - -

20,677 68,497 
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c2c Rail Limited 
Notes to the Accounts 

For the year ended 31 December 2006 

6. Share based payments (continued) 

7. 

The options have a we1ghted average contractual life of 5 years (2005 6 years) Optwns were 
exercised regularly throughout the year and the we1ghted average share pnce at exerc1se was 
910p (2005 893p) 

The we1ghted average fa1r value of the remammg share optiOns granted dunng the year was 
calculated usmg a stochastic model, w1th the followmg assumptions and mputs 

Share options with nil exercise price 
2006 2005 

Expected volatility 19 0% 25 0% 
Peer group volatility 31 2% 340% 
Expected optiOn life m years 3 years 3 years 
Expected dlVldend y1eld 35% 3 3% 
Weighted average share pnce 93lp 906p 
We1ghted average exerc1se pnce Op Op 
Weighted average fau value of 84lp 82lp 
optiOns granted 

Expenence to date has shown that approximately 15% (2005· 15%) of optwns are exercised 
early, pnnc1pally due to redundancies Th1s has been mcorporated mto the calculation of the 
expected optwn life for the share options Without ml exercise pnce 

Expected volat1hty m the table above was detenmned from histone volatility over the last e1ght 
years, adJusted for one-off events that were not considered to be reflective of the volatility of 
the share pnce gomg forward The expected dividend y!Cld represents the dividends declared m 
the 12 months precedmg the date of the grant dlVlded by the average share pnce m the month 
precedmg the date of the grant 

For share options granted dunng the year under the LTIP, the TSR targets have been reflected 
m the calculatiOn of the fau value of the optwns above 

Interest 
2006 2005 
£'000 £'000 

Interest receivable 
Bank mterest 8 7 
Interest receivable from group undertakmgs 647 622 

655 629 
Interest payable 
Interest payable to group undertakmgs 
Other 
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8. Taxation 

c2c Rail Limited 
Notes to the Accounts 

For the year ended 31 December 2006 

(a) The tax credtt on the loss on ordmary actlvttles before taxation ts made up as follows 

2006 2005 
£'000 £'000 

Current taxatlon· 
UK corporatwn tax credtt at 30% (2005 30%) 319 1,044 

319 1,044 
Deferred taxatwn 
Ongmatlon and reversal of tlmmg dtfferences 91 (187) 
Defined benefit penswn (35) (18) 
Adjustments m respect of prevwus year 88 

144 205) 
Tax credit on loss on ordinary activities 463 839 

(b) Factors affectmg the current tax credtt for the year are 

2006 2005* 
£'000 £'000 

Loss on ordm~ actlvttles before taxatwn (1,089} {2,1812 
Notwnal credtt at UK corporatwn tax rate of 30% (327) (654) 
Deprectatwn m excess of (lower than) capttal allowances 79 (258) 
Effect of short-term tlmmg dtfferences (23) (32) 
Permanent dtsallowables ~ (1002 
Current tax credit for the l:ear (3192 {1 ,0442 
• Restated for change m accountmg pohcy for share-based payment (see note I) 

(c) There are no stgmficant factors affectmg the future tax charge 

9. Tangible fixed assets 
Plant and Plant and 

Equipment Equipment 
Owned Leased Total 

£'000 £'000 £'000 
Cost 
At I January 2006 28,080 200 28,280 
Addttlons 719 4 723 
At 31 December 2006 28,799 204 29,003 

De~reciation 

At I January 2006 12,302 166 12,468 
Charge for the penod 2,697 37 2,734 
At 31 December 2006 14,999 203 15,202 

Net book value 
At 31 December 2006 13,800 1 13,801 
At 31 December 2005 15,778 34 15,812 
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c2c Rail Limited 
Notes to the Accounts 

For the year ended 31 December 2006 

10. Investments 

The Company held the followmg unlisted mvestments at 31 December 2006 and 31 December 
2005 

Country of No. of Class of Proportion 
Registration shares share held 

held 
A TOC L1m1ted UK I Ordmary ( 4p) 4% 

Rail Settlement Plan L1m1ted UK I Ordmary (4p) 4% 

Rail Staff Travel Limited UK I Ordmary (4p) 4% 

NRES L1m1ted UK I Ordm~__{iJJ) 4% 

The pnnc1ple activity of the above companies 1s to prov1de a range of serv1ces to all passenger 
rail operators, each of whiCh have an equal share m the companies 

11. Debtors 

2006 2005 
£'000 £'000 

Trade debtors 6,913 5,483 
Amounts due from group undertakmgs 395 439 
CorporatiOn tax 319 1,104 
Other debtors 3,806 1,849 
Prep~):'ments and accrued mcome 9,279 10,748 

20,712 19,623 

12. Creditors: amounts falling due within one year 

2006 2005 
£'000 £'000 

Trade creditors 9,647 8,296 
Amounts due to group undertakmgs 19,316 19,365 
Deferred season ticket mcome 16,394 15,759 
Socml secunty and other taxatwn 376 367 
Accruals and deferred mcome 8,246 9,052 

53,979 52,839 
Creditors: amounts falling due after one year 
Fmance lease cred1tor due w1thm 1-2 ):'ears 35 60 
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c2c Rail Limited 
Notes to the Accounts 

For the year ended 31 December 2006 

13. Provisions for liabilities and charges 

I January Released 
2006 m the 

year 
£'000 £'000 

Deferred tax excludmg tax on pensiOn habthty 365 (179) 
Insurance 584 {279} 

949 {458} 

Utilised 31 
m the December 

year 2006 
£'000 £'000 

186 
{236} 69 
{236} 255 

The insurance provisiOn artses from the estimated exposure at the year end on extstmg 
msurance clatms whtch are open for up to stx years. The provisiOn ts held for that penod until 
utilised 

14. Deferred tax 

(a) The deferred tax excludmg tax on pensiOn habthty provtston movement m the year IS as 
follows 

At I January 2006 
Decrease m the year 
At 31 December 2006 

b) The maJor components of the deferred tax proviSIOn set are as follows 

Capital allowances m excess of depreciatiOn 
Other timmg dtfferences 

15. Share capital 

Authonsed 
4,000,000 Ordinary shares of 25p each 

£'000 

(365) 
179 

(186} 

2006 2005 
£'000 £'000 

(245) 
59 

2006 
£'000 
1,000 

(393) 
28 

2005 
£'000 
1,000 

Allotted, called up and full)!_~a=:z=-d---:--------------------
4,000,000 Ordmary shares of25p each 1,000 1,000 
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16. Reserves 

~--------- -

c2c Rail Limited 
Notes to the Accounts 

For the year ended 31 December 2006 

Share Profit and 
premium loss 

account account Total 
£'000 £'000 £'000 

At I January 2006 as previOusly reported 3,000 (6,142) (3,142) 
Actuanal gam on defined benefit pensiOn scheme 803 803 
Deferred tax on actuanal gam (241) (241) 
Share based payments 49 49 
Retained loss for the )',-=e=ar=----------------------"(6:..::2c::.6L) __ __,(,.:.62=-6:L_) 
At 31 December 2006 3,000 (6,157) (3,157) 

17. Reconciliation of movements in shareholders' deficit 

Total recogmsed loss m the year 
Share based payments 

2006 
£000 
(64) 

49 
(15) 

2005 
£000 

(2,322) 
28 

(2,294) 
(2,142) !52 Shareholders' deficit/funds at I Janu~_::_2~0~0.:::.6 _________ __,=~'-----..::"-"--

Shareholders' deficit at 31 December (2,157) (2, 142) 

18. Operating lease commitments 

The Company has the followmg annual commitments due under operatmg leases which expue 
as follows 

Fixed Track Rolling Stock Land and Other Total 
Access Buildings 

2006 2006 2006 2006 2006 
£'000 £'000 £'000 £'000 £'000 

Leases wh1ch exp1re 
W1thm two to five years 22,054 22,592 7,455 5,731 57,832 

22 054 22,592 7,455 5,731 57,832 

F1xed Track Rolhng Stock Land and Other Total 
Access Bmldmgs 

2005 2005 2005 2005 2005 
£'000 £'000 £'000 £'000 £'000 

Leases wh1ch exp1re 
Over five years 16,185 22,383 6,402 8,217 53,187 

16,185 22,383 6,402 8,217 53,187 
The Company has contracts With Network Rail Infrastructure Limited for access to the railway 
mfrastructure (track, statwns and depots). 
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c2c Rail Limited 
Notes to the Accounts 

For the year ended 31 December 2006 

19. Retirement benefits 

The maJonty of the Company's employees are members of the c2c Rail Shared Cost Section of 
the RPS, a funded defined benefit scheme ('the Scheme') The RPS IS a shared cost scheme, 
which means that costs are formally shared 60% employer and 40% employee To date, the 
Group, wtthm which this Company IS a member, has experienced five changes of UK Tram 
franchise ownership where the current owner has funded the scheme dunng the franchise term 
and the pensiOn deficit at franchise exit has transferred to the new owner, without cash 
settlement 

However, although the Group's past expenence has proven otherwise, our legal advice has 
opmed that m certam situatiOns, some of the liability for the deficit on the relevant sectiOns of 
the RPS could theoretically crystallise for fundmg by an mdividual tram operatmg Company 
('TOC') at the end of the franchise By entermg mto the franchise contract, the TOC becomes 
the designated employer for the term of the contract and under the rules of the RPS must fund 
Its share of the pensiOn liability m accordance wtth the schedule of contributiOns agreed with 
the Scheme trustees and actuaries and for which there IS no fundmg cap set out m the franchise 
contract We understand that franchise contracts entered mto m the future will clanfy that RPS 
pensiOn deficits and surpluses w1ll not be the responsibility of the outgomg franch1see 
followmg exit 

To comply with FRS 17, the Company IS reqmred to account for Its legal obligatiOn under the 
formal terms of the RPS and Its constructive obligatiOn that arises under the terms of each 
franchise agreement 

In determ1mng the appropnate accountmg policy for the RPS to ensure that the Company's 
financial statements present a true and fair view of ItS financial position, financial performance 
and cash flows, Group management has consulted with TOC mdustry peers and has concluded 
that the Company's constructive but not Its legal RPS defined benefit obligatiOns should be 
accounted for m accordance with FRS 17. This accountmg policy means that the Company's 
financial statements reflect that element of the deficits anticipated to be settled by the Company 
dunng the franchise term and will prevent gams arismg on transfer of the ex1stmg RPS deficits 
to a new owner at franchise exit 

In calculatmg the Company's constructive obligatiOns m respect of the RPS, the Company has 
calculated the pensiOn deficits for Its RPS sectiOn m accordance with FRS 17 and the 
assumptions set out below These deficits are reduced by a "franchise adJustment" whiCh IS that 
portiOn of the deficit projected to exist at the end of the franchise and for which the Company 
will not be requued to fund The franchise adjustment,. wh1ch has been calculated by the 
Company's actuaries, IS offset agamst the present value of the RPS liabilities so as to show a 
true and fair view of the financial performance, position and cash flows of the Company's 
obligations 

If the Company had accounted for 1ts legal obligation m respect of the RPS mstead of the 
constructive obligatiOn, and had not recogmsed an mtang1ble asset for the nght to operate the 
franchise, the followmg adjustments would have been made to the financial mformat1on 
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19. 

c2c Rail Limited· 
Notes to the Accounts 

For the year ended 31 December 2006 

Retirement benefits (continued) 

True and fair override disclosure 

Balance Sheet 
Net pension liab1lity (net of deferred tax) 

Statement of total recognised gains and losses 
Actuanal gams/(losses) 
Tax on actuanal gaiDs/(losses} 

Profit and loss account 
Fmance IDcome 
Deferred tax credit 

2006 2005 
£'000 £'000 

(1,610) (2, I 00) 

850 (360) 
(255} 108 

595 (252} 

A summary of the latest full actuarial valuatiOn for the section relatiDg to the Company and 
assumptwns made, 1s as follows 

Date of actuanal valuatiOn 

Actuanal method used 
Rate of IDvestment returns per armum 
Increase ID earniDgs per armum 
Scheme assets taken at market value 
Fundmg level 

31 December 2004 
ProJected umt 

4 8%-6 8% 
43% 

£36 5m 
95 5% 

The results of these tnermml valuatwns are then updated by m dependent professiOnally qualified 
actuar1es for financ1al reportmg purposes, m accordance w1th FRS 17 The mam actuana1 
assumptwns underlyiDg the FRS 17 valuatwns are· 

2006 2005 
Rate of ID crease ID salar1es 4.5% 37% 

Rate of ID crease of penswns 3.0% 27% 

D1scount rate 5.1% 48% 

InflatiOn assumptiOn 3.0% 27% 

Expected rates of return on scheme assets 
Eqmtles 79% 80% 

Bonds 51% 48% 

Properties 6.2% 62% 

Other 43% 38% 

Post retirement mortality ID years 
Current pensiOners at 65 - male 17.8 17 8 

Current penswners at 65 - female 20.1 201 

Future penswners at 65 - male 18.8 18 8 

Future penswners at 65 - female 21.3 21 3 
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c2c Rail Limited 
Notes to the Accounts 

For the year ended 31 December 2006 

19. Retirement benefits (continued) 

Mortality assumptions are based on the recent experience of the Scheme wtth an allowance for 
future improvements m mortality 

Scheme assets are stated at thetr market value at the respective balance sheet dates The 
expected rate of return on assets IS deterrnmed based on the market pnces prevailing on that 
date 

A I f h h d t natysts o t e amount c arge fi o operatmg pro It 
2006 2005 
£000 £000 

Current servtce cost (I ,940) (1,500) 
Total operatmg charge (1,940) (1,500) 

An I f h d d t fi atysts o t e amount ere tte o mance mcome 
2006 2005 

' £000 £000 
Expected return on penswn scheme assets 2,100 1,700 
Interest on pensiOn scheme liabilities (1,600) (1,300) 
Interest on franchise adJustment ISO 100 
Net credtt to finance mcome 650 500 

A I f h natysts o t e amount recogmse d m statement o f d tota recogmse gams an d I osses 
2006 2005 
£000 £000 

Actual return less expected return on pension scheme 2,100 3,100 
assets 
Other actuanal gams and losses (1,297) (4,500) 
Actuartal gam/(loss) recogmsed m the statement of 803 (1,400) 
total recogmsed gams and losses 

Th e amounts recogmse d h b I h mt e aances eetat 31 D b ecem er are 
Assets m the scheme 2006 2005 

£000 £000 
Eqmties 43,100 36,900 
Bonds 5,200 4,600 
Property 5,100 3,900 
Cash 200 200 
Total fatr value of scheme assets 53,600 45,600 
Present value of scheme liabilities (57,200) (50,820) 
Franchise adJustment 2,300 3,000 
Defined benefit obligatiOn (54,900) (47,820) 
Deficit in the scheme (1,300) (2,220) 
Related deferred tax asset 390 666 
Net pension liability (910) (1,554) 
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19. 

c2c Rail Limited 
Notes to the Accounts 

For the year ended 31 December 2006 

Retirement benefits (continued) 

Movement ID the fau value of the scheme assets are as follows 

2006 
£000 

Fau value of scheme assets at I January 45,600 
Expected return 2,100 
Cash contnbutlons- Employer 1,407 
Cash contnbutwns - Employee 900 
Benefits paid (1,400) 
Members' share of return on assets 2 893 
Actuarial gaiD recogmsed ID statement of recogmsed 2,100 
gaiDs and losses 
Fau value of scheme assets at 31 December 53,600 

2005 
£000 

36,300 
1,700 
1,060 

800 
(700) 
3.340 
3,100 

45,600 

Movement ID the present value of the defined benefit obligatiOn, which IS partly funded, IS as 
stated below The RPS IS a shared cost scheme, which means that costs are formally shared 
60% employer and 40% employee The defined benefit obligatiOn disclosed below represents 
only the Company's share of the hab1hty 

2006 2005 
£000 £000 

Defined benefit obhgatwn at I January (47,820) (37,180) 
Current service cost (1,940) (I ,500) 
Benefits pmd 1,400 700 
Cash contnbutwns - Employees (900) (800) 
F1Dance charge (1,600) (1,300) 
Interest on franchise adJustment 150 100 
Liability movement for members' share of assets (2,893) (3,340) 
Actuanalloss recogmsed ID statement of recogmsed (I ,297) (4,500) 
gaiDs and losses 
Defined benefit obhgatwn at 31 December (54,900) (47,820) 

H f I story o expenence gaiDs an dl asses 
2006 2005 2004 
£000 £000 £000 

Fau value of scheme assets 53,600 45,600 36,300 
Present value of the defined benefit obligatiOn (54,900) (47,820) (37,180) 
Deficit ID scheme (1,300) (2,220) (880) 
Expenence adJustments ansiDg on habihties (1,800) (3,300)_ (I ,080) 
Expenence adjustments arisiDg on assets 2,100 3,100 1,000 

The actual return on assets was £4,200,000 (2005 £4,800,000) The Company expects to make 
contnbutwns of£1,500,000 ID 2007 
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c2c Rail Limited 
Notes to the Accounts 

For the year ended 31 December 2006 

19. Cash flow statement 

The Company has taken advantage of the exemption granted by FRS No I (Rev1sed), "Cash 
flow statements", whereby 1t IS not reqmred to publish 1ts own statement of cash flows 

The accounts of Natwnal Express Group PLC, for the year cndmg 31 December 2006, contam a 
consolidated statement of cash flows. 

20. Related party transactions 

The Company has taken advantage of the exemption under FRS 8 from prov1dmg deta1ls of 
related party transactions w1th fellow subsidiaries wh1ch are 90% owned or more as they are 
mcluded withm the consolidated accounts of 1ts ultimate parent Company Natwnal Express 
Group PLC, wh1ch are publicly avmlable 

In respect of serv1ces prov1ded, the Company made transactions of £35,501 (2005 £33,626) m 
the year w1th thetramline corn, a subsidiary ofTramline Holdmgs Limited, wh1ch 1s 14% owned 
by a fellow subsidiary of the Company At the year end there was £8,978 (2005 £ml) due to 
thetramline corn w1thm creditors 

21. Immediate and ultimate parent undertakings 

The Company 1s a wholly owed subsidiary undertaking of, and IS controlled by, National 
Express Trams South L1mited, a Company registered m England and Wales 

The ultimate parent Company 1s Natwnal Express Group PLC 

The results of the Company are mcluded m the consolidated accounts of National Express 
Group PLC for the year endmg 31 December 2006 

Cop1es of these accounts are available from -

The Secretary 
Natwnal Express Group PLC 
75 Dav1es Street 
London 
WIK 5HT 
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