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Financial highlights

	
	Unaudited

six months

ended

30 September

2006
£m
	Unaudited

six months

ended

30 September

2005
£m

	
	
	

	Revenue
	2,884
	1,900

	
	
	

	Operating profit
	1,199
	263

	
	
	

	Profit / (loss) before taxation
	747
	(108)

	
	
	

	Profit / (loss) after taxation
	523
	(109)

	
	
	

	Net cash from operating activities
	1,471
	447

	
	
	

	Capital expenditure
	1,480
	1,388

	
	
	

	Net debt
	(17,929)
	(16,750)

	
	
	

	Net assets
	5,134
	4,260

	
	
	

	Railway network fixed assets
	27,234
	24,564

	
	
	

	Investment property
	909
	880

	
	
	
	
	
	
	
	

	
	
	


Commentary

Network Rail stands at the mid-point of its five year regulatory control period. In the last two years the company has improved rail’s strong safety record, delivered very considerable improvements in the performance of the railway to passengers and freight users, and reduced the costs of operating and maintaining the network. It is a record of which we are proud, and these improvements have continued during the first six months of this financial year. 

The six months have also seen the company further develop its plans to grow the railway to meet the increasing demand from passengers and freight users, with the first detailed plans published in our Initial Strategic Business Plan for the period 2009-14.

The safety performance of the railway remains good. The Rail Safety & Standards Board has reported that rail has now overtaken air travel and coach travel as Britain’s safest form of transport. Furthermore, progress on the underlying causes of risk is good, with broken rails at the lowest level ever year-to-date. 

The company has also launched two major public safety campaigns this year, with the No Messin’ campaign targeting young people and the Don’t Run the Risk campaign targeting level crossing users. These campaigns recognise that much of the risk on the railway is now from external sources, and it is important for Network Rail to focus on these as well as continuing to improve our own safety performance internally.

The company has also supported increased security on the railway network by raising its financial support to the British Transport Police by some 50%, to £60m a year, compared to the funding assumed by the Office of Rail Regulation (ORR).

Train punctuality has witnessed sustained improvement over the four years since Network Rail took over in October 2002, and this continued in the period under review. At mid-September, the proportion of trains running on-time over the previous twelve months stood at 87.4%. This compares to 78.6% when Network Rail took over the rail infrastructure. Even more encouraging than this ‘moving annual average’ figure is the punctuality over recent months, with eight of the last ten months showing train punctuality in excess of 89%. We are committed to reaching 90% punctuality over a full year and anticipate doing so during the financial year 2007/08.

At the beginning of the five year control period the ORR set us a demanding 31% efficiency target to reduce the costs of the railway. At the mid-point of the period, we are well on target to meet this objective. Indeed, total savings over the two-and-a-half years from operating and maintenance expenditure amounts to 25%, or some £1.1bn. These savings come at a time when we continue to invest heavily in the network, with some £1.5bn of renewals and enhancements work in the last six months. Renewals efficiencies over the control period to date amount to some 20%.

As a result of the company agreeing to defer some of its income from the Government for the first two years of the control period, Network Rail made significant losses during this time. The company’s income is now higher for the next three years and this has led to our move into profit. On a pre-tax basis, Network Rail made profits of £747m over the six months under review, as is detailed in the financial highlights section below.

Network Rail’s profits are not distributed to shareholders but are used to either reduce debt or re-invest in the railway. In the past six months, the company’s profitability has contributed to a £1.5bn investment programme and led to a reduced borrowing requirement. 

One of the main features of the railway in the last ten years has been a sustained period of growth in demand from passengers and freight users. All forecasts show that this growth will continue in the next ten years. Like any successful industry with growing demand, the railway must plan to grow its capacity to meet the aspirations of its customers. To this end, the company announced last year that it was making £200m of new money available for railway enhancement projects on top of a similar £200m sum coming from the Government. This year, we have published our Initial Strategic Business Plan 2009-14 which sets out, for the first time, our initial thinking for the railway in that period. As well as proposing a near £1 billion a year cut in the day-to-day running costs of the railway, the plan also proposes an ambitious programme of growing capacity for passenger and freight trains on the network. These proposals inform the Government’s thinking as they prepare to publish their Rail Strategy and High-Level Output Specification next year.

As reported in the summer, the company is working on plans to issue new debt without a Government guarantee. We continue to discuss the possibility of raising unsupported debt in the context of the work we are doing with the Government and the ORR on the financial framework that will operate for the next control period.

Financial highlights
The company recorded an operating profit of £1,199m (2005: £263m), profit before tax of £747m (2005: loss of £108m), and profit after tax of £523m (2005: loss of £109m).
Revenue increased by £984m compared to the previous six month period. This was as a result of the increased track access charges and the cessation of the deferral of revenue grant from the Government. Performance payments added £52m to revenues reflecting continued strong train performance.

Operating costs were broadly in line with the previous period at £1,685m (2005: £1,637m). Underlying this, however, are some real cost base savings with operating expenditure before depreciation falling by £18m to £1,151m. This is a reduction of 5% in real terms.

The carrying value of the railway network continues to rise as our investment in our assets continues, and now totals £27,234m.

In terms of cash flow the period under review saw net cash from operating activities reach £1,471m, an increase of £1,024m on the previous period. This increase reflects almost exactly the increase in revenue flows. Net debt at 30 September 2006 stood at £17,929m, a decrease of £272m over the six months under review. This is well within our business plan forecasts.
Conclusion
Four years after becoming responsible for the national railway infrastructure, Network Rail has reason to be proud of its achievements. Safety has been improved, train punctuality is up and operating and maintenance expenditure has come down in real terms. Passengers and freight customers are using the railway in increasing numbers.

Over the remaining months of this year, and in the years to come, Network Rail must continue to deliver on the vital basics of safety, punctuality and cost efficiency. At the same time, we will develop our plans to grow and improve the railway to meet the ever-rising passenger and freight demand. Accommodating this growth, whilst maintaining high performance on the network, is the number one challenge ahead for Network Rail.

Ian McAllister 

Chairman

27 November 2006
tc "Independent auditors' report" \f ContentsIndependent review report 

to Network Rail Infrastructure Limited 

Introduction

We have been instructed by the company to review the financial information for the six months ended 30 September 2006 which comprise the consolidated income statement, the consolidated statement of recognised income and expense, the consolidated balance sheet, the consolidated cash flow statement and related notes 1 to 10.  We have read the other information contained in the interim report and considered whether it contains any apparent misstatements or material inconsistencies with the financial information.
This report is made solely to the company in accordance with Bulletin 1999/4 issued by the Auditing Practices Board.  Our work has been undertaken so that we might state to the company those matters we are required to state to them in an independent review 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 company, for our review work, for this report, or for the conclusions we have formed.

Directors' responsibilities

The interim report, including the financial information contained therein, is the responsibility of, and has been approved by, the directors. The directors are responsible for preparing the interim report in accordance with the Listing Rules of the Financial Services Authority and the requirements of IAS 34 which require that the accounting policies and presentation applied to the interim figures are consistent with those applied in preparing the preceding annual accounts except where any changes, and the reasons for them, are disclosed. 

Review work performed

We conducted our review in accordance with the guidance contained in Bulletin 1999/4 issued by the Auditing Practices Board for use in the United Kingdom.  A review consists principally of making enquiries of group management and applying analytical procedures to the financial information and underlying financial data and, based thereon, assessing whether the accounting policies and presentation have been consistently applied unless otherwise disclosed.  A review excludes audit procedures such as tests of controls and verification of assets, liabilities and transactions.  It is substantially less in scope than an audit performed in accordance with International Standards on Auditing (UK and Ireland) and therefore provides a lower level of assurance than an audit.  Accordingly, we do not express an audit opinion on the financial information.
Review conclusion

On the basis of our review we are not aware of any material modifications that should be made to the financial information as presented for the six months ended 30 September 2006.

Deloitte & Touche LLP

Chartered Accountants, London

27 November 2006
Consolidated income statement
	
	
	
	Unaudited

six months

ended

30 September

2006
	
	Unaudited

six months

ended

30 September

2005 
	
	Audited

year

ended

31 March  

2006

	
	Notes
	
	£m
	
	£m
	
	£m

	
	
	
	
	
	
	
	

	Revenue
	2
	
	2,884
	
	1,900
	
	3,837

	
	
	
	
	
	
	
	

	Operating costs 
	3
	
	(1,685)
	
	(1,637)
	
	(3,369)

	
	
	
	
	
	
	
	

	Operating profit
	
	
	1,199
	
	263
	
	468

	
	
	
	
	
	
	
	

	Revaluation gains and profits on disposal of properties
	
	
	32
	
	11
	
	78

	
	
	
	
	
	
	
	

	Total profit from operations
	
	
	1,231
	
	274
	
	546

	
	
	
	
	
	
	
	

	Investment revenues
	4
	
	26
	
	84
	
	97

	Finance costs
	4
	
	(510)
	
	(466)
	
	(875)

	
	
	
	
	
	
	
	

	Profit/ (loss) before tax
	
	
	747
	
	(108)
	
	(232)

	
	
	
	
	
	
	
	

	Tax 
	5
	
	(224)
	
	(1)
	
	(21)

	
	
	
	
	
	
	
	

	Profit/ (loss) for the period
	
	
	523
	
	(109)
	
	(253)

	
	
	
	
	
	
	
	


All amounts in the current and prior periods relate to continuing activities. 

Consolidated statement of recognised income and expense
	
	Unaudited

six months

ended

30 September

2006
	Unaudited

six months

ended

30 September

2005
	Audited

year

ended

31 March  

2006

	
	£m
	£m
	£m

	
	
	
	

	Opening adjustments made on 1 April 2005 on transition to IAS 32 and IAS 39
	
	
	

	Opening value of derivatives on transition to IAS 32 and IAS 39 
	-
	(100)
	(100)

	Opening exchange differences on translation of foreign currency debt on transition to IAS 32 and IAS 39
	-
	2
	2

	Deferred taxation on opening adjustments on transition to 

    IAS 32 and IAS 39
	-
	34
	34

	
	
	
	

	
	-
	(64)
	(64)

	Recognised income and expense in the year
	
	
	

	Gains on revaluation of the railway network
	297
	1,423
	1,583

	(Losses) / gains on cash flow hedges
	(173)
	(89)
	1

	Actuarial (losses) / gains on defined benefit pension schemes
	(10)
	(21)
	102

	Exchange differences on retranslation of foreign currency debt taken to hedging reserve
	241
	(102)
	(178)

	Tax on items taken directly to equity
	(108)
	(398)
	(457)

	
	
	
	

	Net income recognised directly in equity
	247
	813
	1,051

	
	
	
	

	Transfers
	
	
	

	Transferred to profit and loss on cash flow hedges 
	2
	14
	27

	Tax on items transferred from equity
	(1)
	(4)
	(8)

	
	
	
	

	
	1
	10
	19

	
	
	
	

	Profit / (loss) for the period
	523
	(109)
	(253)

	
	
	
	

	Total recognised income and expense for the period attributable to equity shareholders
	771
	650
	753

	
	
	
	


Consolidated balance sheet

	
	
	Unaudited

30 September

2006
	
	Unaudited

30 September

2005
	
	Audited

31 March

  2006

	
	Notes
	£m
	
	£m
	
	£m

	
	
	
	
	
	
	

	Assets
	
	
	
	
	
	

	Non-current assets
	
	
	
	
	
	

	Intangible assets
	
	76
	
	78
	
	77

	Property, plant and equipment – the railway network
	6
	27,234
	
	24,564
	
	25,991

	Investment property
	
	909
	
	880
	
	892

	Investments
	
	142
	
	189
	
	161

	Loan to immediate parent company
	
	337
	
	317
	
	326

	Derivative financial instruments
	
	21
	
	-
	
	65

	Finance lease receivables
	
	19
	
	23
	
	19

	
	
	
	
	
	
	

	
	
	28,738
	
	26,051
	
	27,531

	Current assets
	
	
	
	
	
	

	Inventories
	
	57
	
	40
	
	44

	Finance lease receivables
	
	2
	
	3
	
	3

	Trade and other receivables
	
	790
	
	661
	
	439

	Derivative financial instruments
	
	9
	
	63
	
	50

	Cash and cash equivalents
	
	703
	
	174
	
	31

	
	
	
	
	
	
	

	
	
	1,561
	
	941
	
	567

	
	
	
	
	
	
	

	Total assets
	
	30,299
	
	26,992
	
	28,098

	
	
	
	
	
	
	

	Current liabilities
	
	
	
	
	
	

	Trade and other payables
	
	(2,619)
	
	(2,299)
	
	(2,083)

	Bank overdrafts and loans
	7
	(2,744)
	
	(4,082)
	
	(4,186)

	Derivative financial instruments
	
	-
	
	(131)
	
	(2)

	Short-term provisions
	
	(27)
	
	(30)
	
	(17)

	
	
	
	
	
	
	

	
	
	(5,390)
	
	(6,542)
	
	(6,288)

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Net current liabilities
	
	(3,829)
	
	(5,601)
	
	(5,721)

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Non-current liabilities
	
	
	
	
	
	

	Bank loans and debt issued
	7
	(16,020)
	
	(13,022)
	
	(14,197)

	Derivative financial instruments
	
	(194)
	
	-
	
	(45)

	Other payables
	
	(951)
	
	(856)
	
	(919)

	Retirement benefit obligation 
	
	(369)
	
	(467)
	
	(359)

	Deferred tax liabilities
	
	(2,224)
	
	(1,813)
	
	(1,895)

	Long term provisions
	
	(7)
	
	(23)
	
	(22)

	Obligations under finance leases
	
	(10)
	
	(9)
	
	(10)

	
	
	
	
	
	
	

	
	
	(19,775)
	
	(16,190)
	
	(17,447)

	
	
	
	
	
	
	

	Total liabilities
	
	(25,165)
	
	(22,732)
	
	(23,735)

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Net assets
	
	5,134
	
	4,260
	
	4,363

	
	
	
	
	
	
	


	Consolidated balance sheet continued:

	
	
	Unaudited

30 September

2006
	
	Unaudited

30 September

2005
	
	Audited

31 March

  2006

	
	Notes
	£m
	
	£m
	
	£m

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Equity
	
	
	
	
	
	

	Share capital
	
	160
	
	160
	
	160

	Share premium account
	
	85
	
	85
	
	85

	Revaluation reserves
	
	4,543
	
	4,353
	
	4,337

	Other reserve
	
	1,451
	
	1,451
	
	1,451

	Hedging reserve
	
	(128)
	
	(197)
	
	(178)

	Retained earnings
	
	(977)
	
	(1,592)
	
	(1,492)

	
	
	
	
	
	
	

	Total shareholders’ funds 
	
	5,134
	
	4,260
	
	4,363

	
	
	
	
	
	
	

	Attributable to equity shareholders
	
	4,974
	
	4,100
	
	4,203

	Attributable to non-equity shareholders
	
	160
	
	160
	
	160

	
	
	
	
	
	
	


	This interim financial report was approved by the Board of Directors on 27 November 2006.

	It was signed on its behalf by:
	
	

	
	   John Armitt (Director)
	     Ron Henderson (Director)


Consolidated cash flow statement

	tc "Consolidated cash flow statement" \f Contents
	
	Unaudited

six months

ended

30 September

2006
	Unaudited

six months

ended

30 September

2005
	Audited

year

ended

31 March 

2006

	
	Note
	£m
	£m
	£m

	
	
	
	
	

	Net cash generated from operating activities
	8
	1,471
	447
	655

	
	
	
	
	

	Investing activities
	
	
	
	

	Interest received
	
	15
	16
	35

	Purchases of property, plant and equipment – the railway network
	
	(1,447)
	 (1,358)
	(3,088)

	Proceeds on disposal of property, plant and equipment – the railway network
	
	18
	6
	65

	Capital grants received
	
	38
	26
	95

	Capital element of finance leases receipts
	
	-
	2
	6

	Sales / (purchases) of available for sale investments
	
	19
	(23)
	5

	
	
	
	
	

	Net cash used in investing activities
	
	(1,357)
	(1,331)
	(2,882)

	
	
	
	
	

	Financing activities
	
	
	
	

	Repayment of borrowings
	
	(3,091)
	(1,369)
	(6,852)

	Repayments of obligations under finance lease
	
	-
	(1)
	(8)

	New loans raised
	
	3,649
	2,400
	9,090

	
	
	
	
	

	Net cash generated from financing activities
	
	558
	1,030
	2,230

	
	
	
	
	

	
	
	
	
	

	Net increase in cash and cash equivalents
	
	672
	146
	3

	
	
	
	
	

	Cash and cash equivalents at beginning of the period
	
	31
	28
	28

	
	
	
	
	

	Cash and cash equivalents at the end of the period
	
	703
	174
	31

	
	
	
	
	


Notes to the interim financial statements

Six months ended 30 September 2006

1.
General information 

The information contained in this report for the year ended 31 March 2006 does not constitute statutory accounts as defined in section 240 of the Companies Act 1985. A copy of the statutory accounts for that year, which were prepared under IFRS, has been delivered to the Registrar of Companies. The auditors’ report on those accounts was not qualified and did not contain statements under Section 237 (2) or (3) of the Companies Act 1985.
Accounting policies

This interim financial report has been prepared in accordance with IFRSs, including IAS 34 “Interim Financial Reporting”. The accounting policies and methods of computation used in this interim report are consistent with those used in the most recent annual report and accounts. A copy of this document is available on the Company’s website: www.networkrail.co.uk.
Business segments

No segmental analysis is provided because the Company operates one class of business, that of managing the national rail infrastructure and undertakes that class of business in one geographical segment, Great Britain.

2.
Revenue
	


	Unaudited

six months

ended

30 September

2006
	Unaudited

six months

ended

30 September

2005
	Audited

year

ended

31 March 

2006

	
	£m
	£m
	£m

	
	
	
	

	Passenger franchise revenue
	1,395
	872
	1,515

	Revenue grants
	1,313
	862
	1,983

	Freight revenue
	48
	49
	97

	Property rental income
	99
	88
	183

	Other income
	29
	29
	59

	
	
	
	

	
	2,884
	1,900
	3,837

	
	
	
	


The effect of the performance regimes on the results of the Group was net income of £52m (six months to 30 September 2005: net income of £54m).
3.
Operating costs

	
	Unaudited

six months

ended

30 September

2006
	Unaudited

six months

ended

30 September

2005
	Audited

year

ended

31 March 

2006

	
	£m
	£m
	£m

	
	
	
	

	Employee costs 
	687
	623
	1,292

	Own costs capitalised 
	(213)
	(185)
	(409)

	Other external charges (including infrastructure maintenance costs)
	761
	801
	1,674

	Other operating income 
	(68)
	(55)
	(126)

	Depreciation and other amounts written off non-current assets
	534
	468
	964

	Capital grants amortised
	(16)
	(15)
	(26)

	
	
	
	

	Total operating costs
	1,685
	1,637
	3,369

	
	
	
	


4.
Investment revenue and finance costs 

	
	Unaudited

six months ended

30 September

2006
	Unaudited

six months ended

30 September

2005
	Audited 

year

ended

31 March 

2006

	
	£m
	£m
	£m

	
	
	
	

	Investment revenue
	
	
	

	Interest receivable on investments and deposits
	16
	16
	34

	Decrease in fair value of fair value hedged debt
	-
	-
	7

	Ineffective portion of cash flow hedges
	-
	22
	22

	Expected return on assets less interest on liabilities in respect of defined benefit pension scheme
	10
	-
	-

	Increase in fair value of derivatives not hedge accounted
	-
	46
	34

	
	
	
	

	
	26
	84
	97

	
	
	
	

	Finance costs
	
	
	

	Interest payable on debt
	(494)
	(419)
	(851)

	Expected return on assets less interest on liabilities in respect of defined benefit pension scheme 
	-
	(15)
	(21)

	
	
	
	

	Total borrowing costs
	(494)
	(434)
	(872)

	Amounts transferred from equity on disposal of cash flow hedges
	-
	(11)
	-

	Less capitalised interest
	38
	32
	70

	
	
	
	

	Total finance costs before remeasurements
	(456)
	(413)
	(802)

	Decrease in fair value of fair value hedges
	-
	(3)
	(7)

	Ineffective portion of cash flow hedges
	(35)
	-
	-

	Fair value losses on interest rate swaps transferred from equity
	-
	-
	(27)

	Decrease in fair value of derivatives not hedge accounted
	(18)
	-
	-

	Exchange differences on retranslation of foreign currency debt taken directly to income statement
	(1)
	(50)
	(39)

	
	
	
	

	
	(510)
	(466)
	(875)

	
	
	
	


5.
Tax 

	
	Unaudited

six months

ended

30 September

2006
	Unaudited

six months

ended

30 September

2005
	Audited

year

ended

31 March 

2006

	
	£m
	£m
	£m

	
	
	
	

	Current tax:
	
	
	

	Current UK Corporation Tax at 30%:
	8
	-
	-

	ACT set-off
	(5)
	-
	-

	
	
	
	

	Total current tax
	3
	-
	-

	
	
	
	

	Deferred tax:
	
	
	

	Deferred tax at 30%:
	
	
	

	Current year charge / (credit)
	221
	1
	(34)

	Prior year charge
	-
	-
	55

	
	
	
	

	Total deferred tax
	221
	1
	21

	
	
	
	

	Total tax
	224
	1
	21

	
	
	
	


Corporation tax in the interim period is calculated at 30.0% (2005/06: 0.7%) representing the best estimate of the effective tax rate expected for the full financial year.  

6. Property, plant and equipment – the railway network
	
	Group 

	
	£m

	
	

	Valuation
	

	At 1 April 2005
	22,221

	Additions
	3,151

	Depreciation charge for the year
	(964)

	Revaluation in the year
	1,583

	
	

	At 31 March 2006
	25,991

	
	

	Additions
	1,480

	Depreciation charge for the period
	(534)

	Revaluation in the period
	297

	
	

	At 30 September 2006
	27,234

	
	


The Group has chosen the railway network fixed asset valuation at 1 April 2002 to be the deemed cost of the network. This was the date of implementation of depreciated replacement cost accounting for railway network fixed assets under UK GAAP and from that date the Group has maintained appropriate accounting records to enable it to undertake accounting for fixed assets on an IFRS compliant basis.
7. Bank overdrafts and loans
	
	Unaudited

30 September

2006
	Unaudited

30 September

2005
	Audited 

31 March 

2006

	
	£m
	£m
	£m

	
	
	
	

	Bank loans and overdrafts
	1,138
	1,376
	1,139

	Debt issued under the Debt Issuance Programme

   (less unamortised discount and fees)
	11,913
	6,113
	11,387

	Debt issued under Medium Term Note Programme 

   (less unamortised discount and fees)
	5,713
	6,776
	5,857

	Loans from subsidiaries
	-
	2,839
	-

	
	
	
	

	
	18,764
	17,104
	18,383

	
	
	
	


The borrowings are repayable as follows: 

	On demand or due within one year
	2,744
	4,082
	4,186

	Due within one to two years
	1,950
	862
	1,502

	Due within two to five years
	7,084
	6,863
	6,122

	Due in more than five years
	6,986
	5,297
	6,573

	
	
	
	

	
	18,764
	17,104
	18,383


Less:  amounts repayable within one year 

(shown under current liabilities):

	Bank loans and overdrafts
	(7)
	(243)
	(7)

	Debt issued under Debt Issuance Programme 

   (less unamortised discount and fees)
	(1,890)
	-
	(3,306)

	Debt issued under Medium Term Note Programme 

   (less unamortised discount and fees)
	(847)
	(1,000)
	(873)

	Loans from subsidiaries
	-
	(2,839)
	-

	
	
	
	

	Amounts repayable within one year
	(2,744)
	(4,082)
	(4,186)

	
	
	
	

	Amounts repayable after more than one year
	16,020
	13,022
	14,197

	
	
	
	


All borrowings are denominated in or swapped into sterling.
7.  Bank overdrafts and loans continued
Debt issued under the Debt Issuance Programme is analysed as follows:
	
	Unaudited

30 September

2006
	Unaudited

30 September

2005
	Audited 

31
 March 

2006

	
	£m
	£m
	£m

	
	
	
	

	1.5646% sterling index linked bond due 2044

(less unamortised discount and fees)
	204
	199
	201

	1.2219% sterling index linked bond due 2040 

(less unamortised discount and fees)
	204
	-
	201

	7.05% US dollar due 2036 (less unamortised discount and fees)
	13
	-
	-

	6.91% US dollar bond due 2036 (less unamortised discount and fees)
	13
	-
	-

	4.75% sterling bond due 2035 (less unamortised discount and fees)
	1,219
	1,218
	1,219

	1.6492% sterling index linked bond due 2035 (less unamortised discount and fees)
	309
	301
	305

	4.375% sterling bond due 2030 (less unamortised discount and fees)
	868
	-
	868

	4.57% Norwegian Krona bond due 2026 (less unamortised discount and fees)
	12
	-
	-

	4.615% Norwegian Krona bond due 2026 (less unamortised discount and fees)
	43
	-
	-

	1.9618% sterling index linked bond due 2025 (less unamortised discount and fees)
	260
	253
	256

	4.75% sterling bond due 2024 (less unamortised discount and fees)
	720
	718
	719

	4.3775% sterling bond due 2023 (less unamortised discount and fees)
	200
	-
	-

	2.28% Japanese Yen bond due 2021 (less unamortised discount and fees)
	45
	-
	-

	2.315% Japanese Yen bond due 2021 (less unamortised discount and fees)
	46
	-
	-

	4.625% sterling bond due 2020 (less unamortised discount and fees)
	995
	995
	995

	4.40% Canadian dollar due 2016 (less unamortised discount and fees)
	242
	-
	237

	9.1%xN/D US dollar bond due 2016 (less unamortised discount and fees)
	27
	-
	-

	4.875% sterling bond due 2015 (less unamortised discount and fees)
	988
	739
	740

	5.25% US dollar bond due 2011 (less unamortised discount and fees)
	541
	-
	-

	4.375% sterling bond due 2011 (less unamortised discount and fees)
	446
	-
	249

	5.50% Australian dollar bond due 2010 (less unamortised discount and fees)
	339
	368
	351

	3.875% US dollar bond due 2009 (less unamortised discount and fees)
	533
	565
	574

	4.875% US dollar bond due 2009 (less unamortised discount and fees)
	667
	-
	-

	4.46% sterling bond due 2008 (less unamortised discount and fees)
	50
	50
	50

	4.125% US dollar bond due 2008 (less unamortised discount and fees)
	667
	707
	718

	4.50% sterling bond due 2008 (less unamortised discount and fees)
	399
	-
	398

	Commercial paper
	1,648
	-
	3,078

	Kreditanstalt fur Wiederaufbau facility
	215
	-
	228

	
	
	
	

	
	11,913
	6,113
	11,387

	
	
	
	


7.  Bank overdrafts and loans continued
Debt issued under the Medium Term Note programme is analysed as follows:

	
	Unaudited

30 September

2006
	Unaudited

30 September

2005
	Audited 

31 March 

2006

	
	£m
	£m
	£m

	
	
	
	

	4 7/8% sterling medium term note due 2009

(less unamortised discount and fees)
	2,243
	2,240
	2,241

	3 1/8% Euro medium term note due 2009

(less unamortised discount and fees)
	1,689
	1,696
	1,739

	2 5/8% US dollar medium term note due 2008

(less unamortised discount and fees)
	667
	706
	717

	2 5/8% US dollar medium term note due 2008
(less unamortised discount and fees)
	267
	283
	287

	Floating rate Euro medium term note due 2007

(less unamortised discount and fees)
	847
	851
	873

	Floating rate sterling medium term note due 2006

(less unamortised discount and fees)
	-
	1,000
	-

	
	
	
	

	
	5,713
	6,776
	5,857

	
	
	
	



Bank loans repayable in more than one year are analysed as follows:

	
	Unaudited

30 September

2006
	Unaudited

30 September

2005
	Audited 

31 March 

2006

	
	£m
	£m
	£m

	
	
	
	

	HSBC Bank due 2019 repayable by instalments
	210
	206
	206

	Barclays Bank due 2017 repayable by instalments
	55
	60
	58

	Royal Bank of Scotland due 2017 repayable by instalments
	66
	67
	68

	5.57% European Investment Bank due 2013
	200
	200
	200

	5.77% European Investment Bank due 2012
	300
	300
	300

	6.42% European Investment Bank due 2011
	100
	100
	100

	6.42% European Investment Bank due 2009
	100
	100
	100

	European Investment Bank due 2007
	100
	100
	100

	
	
	
	

	
	1,131
	1,133
	1,132

	
	
	
	


8. 











 Notes to the cash flow statement

	
	Unaudited

six months

ended

30 September

2006
	Unaudited

six months

ended

30 September

2005
	Audited

year

ended

31 March 

2006

	
	£m
	£m
	£m

	
	
	
	

	Operating profit
	1,199
	263
	468

	Adjustments for:
	
	
	

	Depreciation of the railway network
	534
	468
	964

	Amortisation of capital grants
	(16)
	(15)
	(26)

	Amortisation of intangible assets
	1
	1
	2

	Decrease in provisions
	(5)
	(8)
	(22)

	
	
	
	

	Operating cash flows before movements in working capital
	1,713
	709
	1,386

	Increase in inventories
	(13)
	(5)
	(9)

	(Increase) / decrease in receivables
	(341)
	(94)
	142

	Increase / (decrease) in payables
	215
	6
	(195)

	
	
	
	

	Cash generated from operations
	1,574
	616
	1,324

	Interest paid
	(103)
	(169)
	(669)

	
	
	
	

	Net cash generated from operating activities
	1,471
	447
	655

	
	
	
	
	


Cash and cash equivalents (which are represented as a single class of assets on the face of the balance sheet) comprise cash at bank and money market deposit investments with a maturity of up of three months.

9. Analysis of changes in net debt

	
	At

 1 April

 2006 
	Cash
 flows
	Non cash movements
	Amortisation
 of discount
	Foreign exchange
 differences
	At 

30 September 2006 

	
	£m
	£m
	£m
	£m
	£m
	£m

	
	
	
	
	
	
	

	Cash and cash equivalents
	31
	672
	-
	-
	-
	703

	Borrowings due within one year
	(4,186)
	1,467
	-
	(50)
	25
	(2,744)

	Borrowings due after one year 
	(14,197)
	(2,025)
	-
	(13)
	215
	(16,020)

	Obligations under finance leases
	(10)
	-
	-
	-
	-
	(10)

	Available-for-sale investments
	161
	(19)
	-
	-
	-
	142

	
	
	
	
	
	
	

	
	(18,201)
	95
	-
	(63)
	240
	(17,929)

	
	
	
	
	
	
	


9.  Analysis of changes in net debt continued
	
	At

 1 April

 2005 
	Cash
 flows
	Non cash movements
	Amortisation
 of discount
	Foreign exchange

 differences
	At 

30 September 2005 

	
	£m
	£m
	£m
	£m
	£m
	£m

	
	
	
	
	
	
	

	Cash and cash equivalents
	28
	146
	-
	-
	-
	174

	Borrowings due within one year
	(5,122)
	1,377
	(219)
	(89)
	(29)
	(4,082)

	Borrowings due after one year 
	(10,708)
	(2,408)
	219
	(4)
	(121)
	(13,022)

	Obligations under finance leases
	(10)
	1
	-
	-
	-
	(9)

	Available-for-sale investments
	166
	23
	-
	-
	-
	189

	
	
	
	
	
	
	

	
	(15,646)
	(861)
	-
	(93)
	(150)
	(16,750)

	
	
	
	
	
	
	


10.  Contingent liabilities
Provision has been made for the Directors' best estimate of the known claims, investigations and legal actions in progress.   
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