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CASE DETAILS

• The Application for a Tolls Order is made by the Dunham Bridge
Company under the Dunham Bridge Act 1830 (as amended by the
Dunham Bridge (Amendment) Act 1994) and the Transport Charges
&c. (Miscellaneous Provisions) Act 1954.

• The Application was submitted by the Company to the Secretary of
State for Transport for an Order to be made.

• The Application is dated 21s t March 2006, and there was one
statutory objector to the Application outstanding at the
commencement of the Inquiry together with two interested parties,
all of whom appeared at the Inquiry.

• The Application, if supported, would revise the maximum tolls
authorised to be charged by the Company at the Dunham Bridge for
motor cars, vans (with a carrying capacity less than 509 kg/10 cwt)
and minibuses (up to 16 passengers).

Summary of Recommendation: The Application, as drafted, be
supported and an Order be made.

1. INTRODUCTION

1.1  I have been appointed pursuant to Section 6(5) of the Transport
Charges &c. (Miscellaneous Provisions) Act 1954 (“the 1954 Act”)
to hold a public local inquiry into objections and representations
to the Application by the Dunham Bridge Company (“the
Company”) for an Order to revise the maximum tolls at Dunham
Bridge for certain specified classes of vehicle, and to report to
the Secretary of State for Transport (SoST).

1.2  I held the Inquiry on Tuesday, 17th October 2006 in the Dunham
and District Millennium Hall, Low Street, Dunham-on-Trent,
Newark, Nottinghamshire NG22. I made an unaccompanied site
inspection on Monday, 16 th October 2006.

1.3  In opening, I explained that, whilst no statutory rules govern the
conduct of tolls inquiries, the Inquiry would be conducted in the
spirit of the Highways (Inquiries Procedure) Rules 19941.

1.4  I explained also the criteria set out in section 6(3) of the 1954
Act (as amended by section 47 of the Dunham Bridge
(Amendment) 1994 Act) (“the 1994 Act”)2. This legislation
requires the Secretary of State to have regard to the financial
position and future prospects of the Company, including not
making any revision of charges likely to result in the Company
receiving an annual revenue either substantially less or
substantially more than adequate to meet expenditures on the
working, management and maintenance of the undertaking, and
such other costs, charges and expenses as properly charged to

                                               
1 ID/4
2 ID/3 and ID/2 respectively
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revenue, including contributions to any reserve, contingency or
other fund and, where appropriate, a reasonable return upon any
amounts invested in the undertaking.

1.5  Matters outside the remit of the Inquiry, for example,
government policies, and applications for compensation and
costs, were identified in opening, as was the format and
sequence for appearances.

1.6  There were no legal or procedural submissions. There was some
correspondence prior to the Inquiry involving Members of
Parliament3; it essentially involved procedural matters rather
than the merits or otherwise of the Order.

The Application

1.7  The Application seeks to increase tolls for motor cars, vans (with
a carrying capacity under 509 kg4) and minibuses (carrying up to
16 passengers) from 25 to 30 pence (an increase of 20%), and
for motor cars with a trailer from 35 to 40 pence (an increase of
14%)5. No increases in tolls for other classes of vehicle are
sought.

Objections

1.8  At the commencement of the Inquiry, there was one (statutory)
objector6, together with objections made at the Inquiry by two
interested parties7.

1.9  Written representations from one person were also received at
the Inquiry8.

1.10  The gist of the grounds of the objections relates to the view that
the Application to increase tolls is unjustified compared to
general inflation; the Application Notice was not adequately
displayed; other means of purchasing tickets should be available;
the tolls should be abolished and the Bridge should be maintained
from taxes collected from roads users; the Application is not
supported by the adjacent Local Highway Authorities; payment of
dividends should be related to the original investment; no
requirement or authority in the legislation to make provision for
the replacement of the Bridge; and various detailed matters
related to the Company’s accounts.

1.11  At the outset, the objector and one interested party expressed
the view that they had had difficulty in obtaining copies of the
relevant documentation prior to the Inquiry. During my opening
comments I requested that a library of the documents referred to
should be assembled, and be available. I encouraged those at the
Inquiry to peruse this library during the adjournments, and that

                                               
3 ID/9
4 equivalent to 10 cwt
5 DD/1 Appendix C
6 ID/8a and /8b, and ID/14
7 ID/10a-/10c
8 ID/8c
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the Inquiry should proceed on that basis. This was not
challenged, and I do not consider that the objectors’ cases were
seriously prejudiced.

Statutory formalities

1.12  At the Inquiry, the Company confirmed that all the statutory
formalities had been followed in respect of the Application. Press
Notices were placed by the Company in newspapers circulating in
the local area both in respect of the increases in tolls and for the
Inquiry9. Public notices giving details of the Application to
increase the tolls were posted on the windows of the toll booths
from 18th May 2006 until 18th/19th July 2006, beyond the 42
day notice period (closing on 29th June 2006). The Deposited
Documents were delivered to the nominated locations.

Costs

1.13  There were no suggestions at the Inquiry that any party would be
making an application for costs.

Format of Report

1.14  This Report contains the gist of the cases presented, and my
conclusions and recommendation. Lists of Inquiry appearances
and documents are appended. In the interests of completeness, I
have included in the list of documents the statements of evidence
submitted by the parties, subject, however, to the proviso that
these may have been added to or otherwise amended at the
Inquiry.

2. DESCRIPTION OF THE SITE AND SURROUNDINGS

2.1 The A57 is carried over the River Trent at Dunham-on-Trent, at
the boundary of Nottinghamshire and Lincolnshire, by the
Dunham Bridge.

3. THE CASE FOR THE DUNHAM BRIDGE COMPANY

The material points are:

Background

3.1  Dunham Bridge is (privately) owned by the Company which was
constituted in 1830 under the Dunham Bridge Act 1830 (“the
1830 Act”)10, later amended by the 1994 Act.

3.2  These Acts enable the Company to collect tolls to meet
expenditure on the operating, maintenance and eventual
replacement of the Bridge together with making payments of
dividends to shareholders on capital invested.

                                               
9 respectively ID/5a-d and ID/6a-c
10 ID/1
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3.3  The Bridge was constructed originally in 1831-32 at the
Company’s expense. The superstructure of the present Bridge
was put in place in 1978, standing upon the original foundations,
piers and abutments. At that time, the Bridge was widened to
trunk road standards, replacing the original cast iron structure
with a modern steel and concrete superstructure. In 1994, a
plaza was constructed to collect tolls and reduce traffic queues,
particularly during the holiday periods. More recently, the Bridge
Manager’s house, office accommodation, and facilities for the toll
collectors have been improved.

3.4  The Company has 2,180 issued shares held by 72 shareholders.
The original share capital subscribed was £14,250, of which some
£3,350 was subsequently cancelled as the rightful owners could
not be traced, making the paid up share capital in the Company
some £10,900. In 1996, the land, Bridge and buildings were
valued, on a depreciated replacement cost basis, at £4.5 million.
The Company has five directors.

3.5  Successive Governments have taken the view that tolls are
justified because users benefit from the savings in time and
money that such facilities make possible. Since the 1980s,
Government policy has sought to utilise private sector expertise
and finance for the provision of public infrastructure in order to
capture efficiency gains and allow more schemes to proceed than
would otherwise be the case.

Tolls

3.6  Toll charges are regulated currently by Section 6 of the 1954 Act,
as amended by the 1994 Act. Section 6(2) of that Act permits the
Company to submit an Application to the SoST at any time to
revise the toll charges.

3.7  Tolls on the Bridge have been increased twice in the past - in
1995, following the 1994 Act, and in September 200211 in order
to cope with increasing inflation and other financial
commitments. In 1978 when the Bridge was re-constructed, the
toll for motor cars was 15 pence; in 2005, the equivalent toll was
25 pence. This equates to a 67% increase whereas the Retail
Price Index (RPI) increased in excess of 300% over the same
period. Tolls have increased below the rate of inflation. With the
proposed increase to 30 pence, the toll would be below the rate
of inflation since 1978.

3.8  In common with most other tolled facilities in England, the
Company has in the past sought toll increases generally based on
multiples related to the smallest denomination coin widely
available (5 pence) for ease of collection, minimising traffic
congestion, and public recognition. Toll increases have occurred
in occasional step changes rather than adjusting the rate every
year.

                                               
11 DD/5 Appendix 2
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Highway network and traffic economics

3.9  The Bridge forms part of the A57, de-trunked in 2003, which
provides a direct route between Lincoln and towns in
Nottinghamshire. A direct journey between Lincoln and Worksop
(Nottinghamshire) covers a distance of 49.5 km and takes
approximately 42 minutes. The nearest alternative to the Bridge
to cross the River Trent is via the A631 at Gainsborough to the
north or the A46 at Newark to the south. Such routes are longer
both in terms of time and distance12. These time and distance
savings (to the producer, the consumer and to the individual)
equate, in monetary terms, to values in excess of the tolls13.

3.10  Use of the Bridge by commercial vehicles generates benefits due
to the shorter distance and time involved. However, the presence
of these vehicles is perceived to impact upon the quality of life
and environment of Dunham village.

3.11  Good transport links support regional economic growth. In the
case of Lincolnshire, due to its peripherality from national routes,
accessibility is a focus of attention for new and existing
businesses in the sub-region.

3.12  Both adjoining Local Highway Authorities have been contacted by
the Company with a view to ascertaining their view on the
implications of not putting in place proper provision to replace
the Bridge in due course14. Both authorities recognise that failure
of the Company to maintain (and eventually replace) the Bridge
would have consequences for the sub-regional transport network,
and could have implications for public resources15. Failure to
achieve a sound financial basis for the Company could place a
burden on the finances of those authorities. Nottinghamshire
County Council acknowledges the proposed increase to be
modest, reasonable and essential to secure funds to provide
financial stability for the Company16.

3.13  In 2005, some 3.852 million vehicles travelled over the Bridge, of
which 3.584 million were motor cars and minibuses.
Approximately 90% of toll revenue derives from cars and light
vehicles, with the remainder from heavy vehicles.

3.14  Traffic levels across the Bridge have increased historically - by
3.5% in 2003; 2.1% in 2004. However in 2005, a 0.5% increase
occurred. Car trips for Lincolnshire are forecast to increase at
0.8% per annum between 2005 and 2015, and by 0.4% for
Nottinghamshire, indicating that traffic levels are unlikely to
increase markedly over the Bridge in future.

                                               
12 a journey via Gainsborough (A631) would be 64.2 km, taking 1 hour 3 minutes; via Newark (A46),
   70.7 km, and 1 hour 2 minutes (DD/5 Section 4; DD/3 para 4.4)
13 using Dunham Bridge rather than the shortest alternative could lead to savings in fuel costs and
    travel time equivalent to £2.87 on a commuter journey between Lincoln and Worksop
14 ID/9h(i) and (ii)
15 ID/7a, /7b and /7c
16 ID/7b
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3.15  The 2002 Application17 incorporated revenue projections based on
traffic growth of 1.6% per year. This traffic growth projection
was broadly consistent with the trend on “A" class roads in Great
Britain at that time. However between 1993 and 2005, the
average annual traffic growth rate on such roads was 1.2% per
year; in more recent years, traffic growth has been minimal or
negative.

The Application

3.16  The Application to increase tolls is the first for four years.

3.17  The objectives of the Application are twofold:

i. to build up a fund to meet the Company's obligation to
replace the Bridge in due course; and

ii. to increase the fund for Bridge repairs and maintenance to
meet rising costs.

3.18  The proposed increase in tolls would also enable the Company to
increase the return to shareholders.

3.19  The required provision (£170,000 per annum) to build up the
Repair and Replacement Funds would be forthcoming from the
proposed increase in tolls.

3.20  No increase in the tolls for heavy vehicles is proposed. Imposing
a 10 pence increase on heavy vehicles would generate additional
revenue of approximately £27,000. Such an option would have
minimal impact on the proposed toll for lighter vehicles and
would not generate the extra revenue required to make the
necessary provision.

3.21  The financial forecasts supporting the Application assume the
proposed toll increase to be effective from 1st August 2006.

3.22  The effect of the proposed increase on usage would be minimal
since demand is assumed to be inelastic, and its effect would
diminish progressively over time with inflation.

3.23  Over the period from 2007 until 2012, the proposed toll increase
would yield an additional surplus (before taxation) of some
£1.057 million. It also holds out the prospect of maintaining a
30p toll over that period.

3.24  The UK has a tradition of privately funded tolls and bridges. In
England, there are 17 tolled undertakings currently and toll
levels for passenger vehicles up to 3.5 tonnes range from 5
pence at Swinford Bridge to £3.50 on the M6 Toll Road. The
proposed toll of 30 pence for cars and light vehicles is broadly in
the middle of the range of tolls charged on similar facilities18.

3.25  The proposed toll increase would represent a relatively small
proportion of the cost of owning and using a car or parking in
nearby towns. The proposed increase in tolls would represent less

                                               
17 ID/11
18 DD3 Table 4.3
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than a 1% increase in the average weekly household expenditure
on motoring. This increase would comprise a smaller proportion
in future when compared with the real costs of motoring.

Financial considerations

3.26  In recent years, the Company has made administrative efficiency
savings. However, the prospect of further ones being made in the
future is limited.

3.27  In 2005, receipts from tolls totalled £1.077 million. After making
expenditures for administration, depreciation, exceptional repairs
and dividends in that year, the subsequent retained profit
(£167,729) was not enough to cover the £210,000 to be made to
the Repair and the Replacement Funds. The Profit and Loss
Account was reduced by £42,271.

3.28  Without the proposed increase, toll revenue is forecast to grow
marginally in the future due to the (low) growth in traffic
volumes using the Bridge (increasing to £1.208 million in 2012).
By the same token, deficits to the Profit and Loss Account are
predicted to occur annually, amounting to some £570,300 over
the period 2005 to 2012.

Operating costs

3.29  Personnel and administration costs account for the majority of
the Company's annual expenditure; such costs have increased
over time above the rate of inflation. Construction/replacement
costs and expenditure on maintenance have also increased above
the rate of inflation. Furthermore, the costs of maintenance and
replacement are high due to the risks and environmental
restrictions associated with structures over water.

Toll revenue

3.30  Increases in traffic would increase toll revenue. However, traffic
volumes would need to increase at the same rate as inflation in
order to maintain the relative position. The current (2006) toll
Application assumes a traffic growth rate of 1.6% per year
between 2006 and 2012, then dropping to 1.0% per year
thereafter.

3.31  The proposed increases in tolls would generate an additional
£170,000 in 2006/07 (rising slightly with traffic growth to
£180,000 by 2012), sufficient to meet the anticipated financial
commitments. The proposed increase would build up the
Replacement and Repairs Funds and yield a surplus to be carried
to the Profit and Loss Account each year up to 2012 of between
£30,000 and £50,000. This performance is based on the
assumption of some 3.5 million annual crossings of motor cars.
This additional revenue could be generated via a toll equivalent
to 4.8 pence.

Funds for repairs and replacement

3.32  The Company is under a statutory responsibility to make
provision for repairs and replacement of the Bridge. In 2002, the
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Directors heeded the principles involved in a then current case19

to indicate that they not only have a legal duty to their
shareholders but also one to the toll payers to ensure that the
crossing is available at all times. Such a position requires
adequate reserves to be built up to replace the Bridge when
needed. This interpretation was supported by the Company's
Auditor who advised that, because the Company's ability to
borrow could not be guaranteed in the event of unbudgeted
repairs and replacement, the Directors should make proper
provision for the replacement of the Bridge. The notion that the
Replacement Fund could be dispensed with and the eventual
replacement be funded from borrowing is considered imprudent
and illegal. Failure to make proper provision could well result in a
report to the shareholders.

3.33  The Directors are also mindful of the criticism their predecessors
received in 1977 for not having provided sufficient funds for the
replacement of the Bridge at that time. Such criticism was
highlighted in a booklet by Mr M J T Lewis, published in 1978,
with financial assistance from the then Department of the
Environment. This commented that "many people thought that
the Company instead of bewailing their impecuniosity should
have built up better reserves". They had not done so with the
result that it presaged difficult times for both the Company and
the travelling public.

3.34  In 2004, separate funds for Replacement and Repairs were
established. This separation gives a clearer view of the
Company's finances.

3.35  The balance in the Repairs and Replacement Fund at 31st July
2005 was £1,832,658.

Replacement Fund

3.36  A survey of the Bridge indicated that its replacement cost would
be £6,938,114 as at 2005. On the assumption that the Bridge had
a 72-year life span remaining (of an assumed 100 year life), it
would need to be replaced in 2078. Financial advice suggests that
replacement at this date cannot be guaranteed, particularly as
commercial vehicles may increase in size/weight which might
necessitate an earlier replacement, but nevertheless proper
provision should be made.

3.37  The Company has decided to build up the Replacement Fund by
making an annual provision of £65,000 up to 2011. This, together
with funds already held, with the investment interest each year
would accrue an amount sufficient to fund the replacement of the
Bridge in 2078.

Repairs Fund

3.38  The object of the Repairs Fund is to fund repairs without
distorting the provision for the replacement of the Bridge. This

                                               
19 Equitable Life Assurance Society
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Fund also includes a contingency to cover any unexpected
repairs.

3.39  An estimate of future repairs was made, and an annual provision
of £110,000 to this Fund from 2006 until 2015 is assumed within
the forecasts. By 2014/15, with accrual of interest (assumed at
4%), the balance in the Fund would be approximately £180,000,
having allowed for expenditure on estimated repairs over that
period. Such provision (£110,000 per annum) could be achieved
from toll revenue equivalent to a 3 pence toll increase.

Dividends

3.40  The Company needs to strike a balance between providing a
reasonable rate of return to shareholders on their investments
and the responsibilities of operating, maintaining and replacing
the Bridge.

3.41  In 1996, the dividend was £120 per share. The current dividend
of £132 per share is a less than inflation increase on the 1996
position and represents a 5% rate of return on capital. This is a
relatively low return on capital compared with UK companies in
similar industries. The Company’s Auditor advises that up to 10%
would not be unreasonable for such an undertaking as the
Company. In other regulated industries in the UK, rates of
returns between 6% and 8% are considered reasonable20.

3.42  From 1974 to 1986, when the renewal of superstructure of the
Bridge was funded, shareholders received no dividends for five
years and only a nominal return in other years. Shareholders
have been disadvantaged over this period and are only recently
earning a reasonable rate of return on their investments. The
shareholders have subsidised the running of the Bridge at
difficult times and in other years the dividends have been
restricted due to the original low base.

3.43  The proposed toll increase would address this situation by
facilitating a graduated increase in dividends to a 6% rate of
return on capital for investors by 2012, representing £150 per
share21. The Directors are satisfied that this would represent a
reasonable rate of return. However, it would be below the 1996
level (indexed) and the 7.5%-10.0% levels indicated by the
Auditor.

Statutory tests and other requirements

3.44  The Application to increase tolls would address recognized
problems and needs, and is in the long term public interest.

3.45  The objectives of the Company are to provide and maintain the
Bridge for public use whilst ensuring a reasonable return on the
investment for the shareholders. If tolls are not increased, the

                                               
20 ID/13
21 The rate of 6.0% by 2012 should not to be regarded as a commitment since
   dividends wil l  be decided each year based on profitabi l ity and other factors at the
   t ime
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Company could not provide for its future replacement and
generate a reasonable return to its shareholders. The Application
for a toll increase is therefore prudent, fair and reasonable.

4. THE CASE FOR THE OBJECTOR

The material points are:

Mr G Watt22

4.1 The grounds of objection are:

i. the proposed increase (to 30 pence) is unjustified and
represents a doubling (100%) of the charge for cars since
1993. A 25% increase took place two-three years ago prior
to which a 33% increase occurred. Earlier this year, the toll
for vans was increased from 25 to 50 pence without any
consultation. The raising of tolls to cover some event in
2078 is risible. The Company has a monopoly and holds the
travelling public to ransom. These toll increases make for
an expensive crossing (in terms of distance) compared to
other toll crossings. The tolls have impacts on the economy
of the region by acting as a disincentive in the creation of
future new jobs and employment. These increases are above
inflation and, in any event, income to the Company has
increased due to increasing levels of vehicles

ii. the public Notices regarding the Application were not
displayed

iii. the Company has never been innovative in trying to smooth
the flow of vehicles by offering (pre-paid) weekly/monthly
books of tickets to all classes of vehicles. This would be to
the advantage of the Company due to improved cash-flow
and to the individual because of the discounted trips. The
Company has not introduced measures to speed up flow of
traffic at peak times to relieve tail-backs

iv. the Objector’s local councillor (on Lincoln City Council) was
not able to involve himself in the Inquiry, on legal advice
from that authority. (The City Council owns shares in the
Bridge and, for this reason, the councillor was advised not
participate in the Inquiry to represent the objector). Such a
situation is counter to the democratic values and traditions
of this country

v.  flooding occurs on the eastern (Lincolnshire) side causing
the Bridge to close, resulting in disruption and forcing
travellers to make large detours. This situation should be
addressed; and

vi. the quality of life and environment of the residents of
Dunham is affected by the ever increasing volumes of

                                               
22 ID/8a; ID/8b and ID/14
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vehicles crossing the Bridge, especially heavy vehicles. A
bypass is required.

Response of the Company

4.2 Points made in paragraphs 3.7 and 3.24 above form part of the
Company’s Response.

4.3 The recent increase in tolls for vans (with a carrying capacity
over 509 kg) to 50 pence was authorised by the Toll Order 2002.
In 2005, it was found that toll collectors were not applying
consistently the 2002 increases in the case of vans above and
below 509 kg. The Company decided that the 2002 Order should
be applied consistently and, with due notice and publicity, the
increase in tolls to 50 pence for vans (with a carrying capacity
over 509 kg) from the rate for motor cars (25 pence) was
implemented as of 1s t January 2006.

4.4 The Company considers it prudent to put in place measures and
funding provision to be able to replace the Bridge in due course.
A Replacement Fund was established in 2004 and monies have
been put into that Fund. The Directors regard making adequate
provision for the replacement of the Bridge as one of the most
important policy matters facing the Company in the next five
years, and they intend to keep it under close review.

4.5 The Company is confident that it has complied with the Notice
provision requirements. The Application was prepared in
consultation with the Department for Transport. A Notice
explaining the toll increase Application was featured in the local
press. Notices were posted at the Bridge toll booths. These were
visible and readable by the public from May until July 2006. This
is confirmed by the submitted witness statements23.

4.6 The Company has tried various versions of bulk buying of
tickets/season tickets in the past, but to its experience has found
that they are variously subject to forgery and non-payment.
Furthermore, modern electronic equipment is expensive to
purchase and maintain. However, the Directors will consider the
suggestions made and will address the matter again.

4.7 Flooding on the Lincolnshire side is an infrequent event and
occurs on land outside the ownership of the Company. When the
Bridge is closed the Company looses revenue. Flooding also
affects the alternative routes via Gainsborough and Newark. No
proposed remedial measures on the A57 are included in the
Lincolnshire Local Transport Plan.

5. THE CASE FOR THE INTERESTED PARTIES

The material points are:

Mr N Gill

                                               
23 DD/1 Appendix E
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5.1 Tolls for vans were increased from 25 to 50 pence at the
beginning of 2006 without any consultation or publicity.

Response of Company

5.2 This is a similar comment made previously by the objector. The
Company’s response is given above (paragraph 4.3).

Mr J McGoldrick (National Co-ordinator, the National Alliance Against
Tolls)24

5.3 The National Alliance Against Tolls (NAAT) is an alliance of
voluntary groups protesting against existing tolls in England,
Scotland and Wales. It opposes tolls (including congestion
charges and road pricing) and toll increases.

Objection to the undertaking

5.4 The toll Bridge is primarily a cash generating machine. Motorists
would be better off if this archaic, inefficient and uneconomic
system of privately owned toll bridges were to be abolished. In
the meantime, the Company is making and will continue to make
large profits.

5.5 The Company asserts that the A57 is a major route and the
Bridge is of strategic importance. It is inappropriate that this
route be tolled. Turnpikes were removed in the 1800s. Apart from
their unpopularity, tolls cause delays, impede the free flow of
traffic, and disadvantage the region.

5.6 The position of the adjacent local authorities on the principle of
the tolling is difficult to comprehend. The Bridge is part of what
was a trunk road, so it would have been the responsibility of the
Government; recently, it has been detrunked. Whether the A57 is
a trunk road or not, the Bridge should be financed from the taxes
collected from roads users. The Government collects about one
bill ion pounds a week from roads users and only spends about
one seventh of it on roads.

Support of adjacent local authorities

5.7 The Company suggests the toll increase has the support of the
adjacent local authorities; however, this is not the case. These
authorities may want to avoid responsibility for what would
otherwise be a public highway. There is no indication either
authority has considered this increase, yet alone endorsed it.

5.8 Furthermore, the Company implies that if it were to fail to
maintain and/or replace the Bridge through lack of revenue,
there would be serious consequences for the region. In such
circumstances, the Bridge could be taken over by the local
authorities.

Filing of accounts

                                               
24 ID/10a-/10c
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5.9 The last filed publicly available accounts for the Company are
those for the years ending 31 July 2002, nearly four years ago. It
is not appropriate that the Company, whilst exempt from the
requirement to file accounts, has not filed them for the last four
years and yet seeks currently to increase toll charges.

Share capital

5.10 The called-up share capital in the Company is £10,900, the
amount shareholders invested in 1830.  If that money had been
invested at that time in a local authority or government bond
with a variable rate of interest, the investment would stil l only be
worth £10,900, yielding an income before tax of approximately
£500 a year. If that investment had been proofed against
inflation, the original capital sum would be the equivalent to
approximately £750,000. For the sums invested, the owners of
the Bridge have done rather well over the last 170 years.

Return on capital invested

5.11 The legislation requires the Minister to have regard to the ability
of the undertaking to provide a reasonable return upon the paid
sums invested; in this case, £10,900 of paid up shares. The 1994
Act amended the 1954 Act in its application to the Dunham
Bridge to apply to “any amounts invested in the undertaking by
the Company and the successor company”. No additional sums
appear to have been invested in the Company; there has been no
new share issue or borrowings on which the Company might pay
interest. All that the Company owns arises from the paid up share
capital or income from tolls. The appropriate amount for
calculating any return should be based on this initial amount, and
should exclude revaluations.

5.12 The Company maintains the dividend of £120 per share is low and
shareholders have subsidised the running of the Bridge. However,
the only money the shareholders have ever put into the Company
was the initial £10,900. Shareholders may have had some lean
years but, since 1830, the Bridge has been a profitable
investment. The Bridge produces premium returns on the initial
amount.

5.13 In 2002, dividends were £218,000. Dividends over the 170 years
would total many millions of pounds (on a cash basis) and, if
indexed, would probably be tens of millions of pounds. On the
basis of the initial investment, dividends in 2002 are excessive.
Dividends in 2002 may have been an unusually low figure since
the Company had charged against its profit an amount of
£322,000 for the "loss on sale of investments and amounts
written off investments in the year". In 2002 and 2003, reduced
dividends were paid in order to build up a replacement reserve.
However, the Repairs and Replacement Fund did not increase at
all in 2002 and, without writing off amounts, higher dividends
could have been paid.

5.14 Any increase in the tolls would increase the dividends and/or the
value of the Company, and could enable it to apply for further
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toll increases in order to make a "reasonable" return. If the
increased tolls are added to reserves rather than paid in
dividends, then the benefit to the shareholders is just the same,
as this then increases the capital value of the Company.

Replacement Fund

5.15 The Company seeks to increase tolls to make provision to build
up a fund to meet the cost of a replacement bridge, assumed to
be in 2078. Such a reason for a toll increase is unjustified and
unprecedented. If allowed, it would cause operators of other
tolled undertakings to put in similar applications. There is no
requirement or authority in the 1954 or 1994 Acts to make this
provision, despite the 2002 Order.

5.16 The replacement cost for the Bridge in 2078 is estimated to be in
excess of £64 million. At 1s t August 2004, the Company had a
Replacement Fund of £1,732,000 which would grow to nearly £52
million by 2078, without any further contributions. Contributions
were made in the two following financial years which themselves
would grow to £4.6 million by 2078. Overall, a total of £56.5
million (or 94% of the replacement cost) would be accumulated.
The Company proposes the remainder (£3.5 million) would be
built up by further contributions to this Fund, derived from the
toll increase, of £65,000 per year from 2007 to 2011. Building up
such reserves for an event forecast to happen 70 years hence is
almost unheard of, and there is no power to finance it from a toll
increase.

5.17 An alternative would be to make contributions in all years up to
2078. This would require £6,640 per year25.

Repairs Fund

5.18 The Company has also established a Repairs Fund; however, it is
not clear on what this will be spent. At 2012, this Fund would be
£0.5 million, after forecast spending of over £0.3 million in 2010.

Contingency Fund

5.19 In the 2002 accounts, in addition to the Replacement and Repairs
Funds, the Company had a Contingency Reserve of over
£700,000. Again, it is not clear what has happened to this
Reserve.

Capital expenditure

5.20 In 2002, a large part of the capital expenditure was spent on the
collection of tolls rather than on the Bridge; some £0.5 million
was spent on a new toll plaza, equivalent to 50% of the total
value of the land and buildings. This added considerably to the
collection costs.

Revenue expenditure

                                               
25 based on the Company’s assumption of a 4.7% return
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5.21 The 2002 accounts give little breakdown of the revenue costs of
the Company. The majority of the recurring costs are likely not to
be on maintenance but spent on toll collection and
administration. The 2002 accounts show that there were 26 staff,
of whom none were employed maintaining the Bridge. These
collection and administration costs would stop if the Bridge were
to be taken over by the authorities using section 271 of the
Highways Act 1980.

Profit and Loss Account

5.22 Based upon the financial forecasts, without the proposed toll
increase, in 2012 there would be a reduction to the Profit and
Loss Account of £34,340. However, this amount is made after
transferring £253,000 to other reserves, and paying dividends
(£305,000) and tax (£214,000). The more meaningful statistic is
the figure for Surplus before Taxation (£737,000). Thus, any
suggestion the Company is failing or making low profits is not
correct.

Heavy vehicles

5.23 Nearly all the wear and tear on roads and bridges is caused by
heavy goods vehicles, yet the proposed increased income would
be derived from drivers of cars and light vehicles. Since the
purpose of the toll is to maintain the Bridge, this makes no
sense, unless it is assumed that lorry drivers would have
objected more strongly.

Impact of traffic on Dunham village

5.24 The owners of the Bridge have benefited over the last 170 years
by improvements made to the approaches. These have been
funded from public monies. To some extent the line of the
highway deviates to meet the Bridge. A better alignment would
cross the river to the north or the south of the Bridge. This would
not only be a straighter line, but would eliminate most of the
traffic going through Dunham village. Such an improvement for
road users and for the villagers of Dunham is most unlikely to
take place while the existing Bridge is privately owned and
generating large profits.

Response of Company26

Objection to the undertaking

5.25 The Company considers comments referring to the legislative
basis for tolled undertakings to be outside the remit of the
Inquiry.

Support of adjacent local authorities

5.26 Nottinghamshire and Lincolnshire County Councils support the
principle of putting in place the necessary funds to provide for
the replacement of the Bridge. These local authorities have
indicated that, should the Company find itself in financial

                                               
26 ID/12a and /12b
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difficulties, they would not wish to take over the running and
operation of the Bridge unless proper reserves were available.

Filing of accounts

5.27 The Company is not obliged to file its accounts at Companies
House, not being a limited company. However, the accounts have
always been available to the Department for Transport, the
authority responsible for authorising the level of tolls.

5.28 The current Application is accompanied by the last available
accounts, those up to 31s t July 2005 and includes summaries for
the years ending in July 2003 and July 2004.

Share capital

5.29 The matter of the original share capital in the Company is not
considered pertinent to this Inquiry since it is not germane to the
consideration of a reasonable return under Section 47 of the
1994 Act. The reference to the 1954 Act is not relevant; it is the
1994 Act which is the governing document. The substitution of
"paid up share capital of the undertaking" for "any amounts
invested in the undertaking by the Dunham Bridge Company and
any successor company" means that it is the total assets of the
Company which are relevant for calculating returns on
investment. It is not correct to consider the original share capital
in isolation. In authorising the 2002 Application the Department
for Transport accepted this interpretation. Indeed, Schedule 2 to
the 1994 Act sets out levels of tolls approved by Parliament
which are in excess of those suggested.

5.30 It is not appropriate to compare the original share capital
subscribed in a high risk venture to an investment in local
authority or government bonds.

5.31 No dividends were paid until 1885, i.e. some 55 years after the
commencement of the Company. Subsequently, some £3,250 of
share capital was cancelled as the rightful owners could not be
traced. It is assumed the shares had not been passed onto
subsequent generations, probably due to the lack of dividends
over a long period of time.

Return on capital invested

5.32 The Directors acknowledge that they have responsibilities to the
shareholders in terms of producing a reasonable rate of return on
their investment and to the travelling public. The reason for the
Application is to make provision for replacement of the Bridge.

5.33 Shareholders received no dividends during the reconstruction of
the Bridge in 1978 and for several years thereafter. The
dividends paid are reasonable in the context of the net assets of
the Company.

5.34 In 2002, the dividends were reduced due to the disappointing
financial results. The £332,000 for losses on investments
contributed to this situation. In the light of this, the Directors
decided not to make a provision to the Replacement Fund in that
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year and to increase the provision of £203,456 in 200327. After
the 2002increase in tolls, this commitment was honoured as was
the level of provision in subsequent years. In 2002, the fund
balance was £1,465,586; at 31st July 2005, the combined
balance of the two Funds had increased to £1,942,65828.

Replacement Fund

5.35 The Company's Auditor has advised the Directors that reserves
must be accumulated to provide for the replacement of the
Bridge; failure to do so, the Directors could become liable
personally to the shareholders and creditors. The Directors,
therefore, wish to establish a sufficiently sizeable fund that is
available to replace the Bridge should it need replacing before
2078. In 2004, two separate funds were established (Repairs,
and Replacement) so as to avoid any distortion for the
replacement element.

5.36 Providing for replacement of the asset is not unprecedented. To
the personal knowledge of the Directors, a similar undertaking is
making provision for the eventual replacement of the asset.

5.37 Both County Councils support this position of the Company in
making provision for the replacement of the Bridge. De-trunking
of the A57 would not have proceeded without such a commitment
by the Company.

5.38 In 2001, Nottinghamshire County Council recommended to the
Company the method by which provision for the Bridge
replacement in 2078 should be made. This is based on an early
investment approach of ten annual contributions of £65,000 to be
made up to 2011. This approach was used in the 2002 Application
and is continued in the current one.

5.39 In estimating the annual contribution necessary to accrue such a
Replacement Fund, the Company is reliant upon the accumulated
interests based on a large principal amount available in the early
years.

5.40 The suggestion that the Company could meet its obligations by
making a provision of £6,640 per year for the remaining life of
the Bridge is erroneous. The objective is to have a fund balance
in 2011 sufficiently large to accumulate the required amount by
2078. Furthermore, it is necessary to build up a sufficient fund
early since replacement of the Bridge might be necessary before
that year.

5.41 Whilst an annual contribution of £6,640 would be enough to yield
the required amount by 2078, there would be under-resourcing in
the early stages. This could place the Company in financial
difficulty, should the Bridge need replacement between 2007 and
2078.

Repairs Fund

                                               
27 DD/2 Appendix A
28 DD/2 Appendix C and D
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5.42 A Repairs Fund has been established to provide the necessary
funding for planned maintenance as well as allowing a
contingency for unplanned works. Such provision is made in the
light of the recommendations contained in the Consultant’s
report29.

Contingency Fund

5.43 The Contingency Reserve is stil l in existence; the balance at 31s t

July 2005 was £756,018.

Capital expenditure

5.44 In 2002, a large proportion of the expenditure related to the toll
collection mechanisms. Without this expenditure, traffic queues
for the Bridge would be considerably longer. Prior to these
measures, queues extended frequently into the village.

Profit and Loss Account

5.45 Reference to the Surplus before Taxation figure ignores the fact
that reserves need to be built up for replacement and future
repairs.

Heavy vehicles

5.46 The current Application does not increase tolls in respect of
heavy vehicles. In 2002, the charges for these vehicles were
increased more than those for light vehicles. On the basis of the
financial forecasts, the income that would be raised from charges
on such vehicles is not required.

Impact of traffic on Dunham village

5.47 Traffic passing through Dunham village reflects the role played
by the A57.

6. WRITTEN OBJECTIONS AND REPRESENTATIONS

The material points raised in written objections and representations
received at the Inquiry are:

Mr G Clements30

6.1  The Company should offer weekly or monthly tickets for
purchase, and the opportunity to use credit cards. This would
obviate the need to carry change on all occasions when using the
Bridge.

6.2  When using a motor cycle, the need to stop and hold the machine
on a slope (often on a road with diesel spillage) and find money
for the toll when clad in motor cycling attire is not convenient or
practical and has implications for Health and Safety. For these
reasons, charges at many tolled undertakings are free.

                                               
29 DD/2 Appendix D and DD/3 Appendix D
30 ID/8c
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Response of Company31

6.3  Comments regarding weekly/monthly tickets are similar to those
made previously by the objector. The Company’s response is
given above (paragraph 4.6).

6.4  The Board reviews operations regularly; recently it visited a
similar facility to Dunham Bridge where season tickets are
offered. The Board is considering the possibility of a similar
scheme for the Dunham Bridge and could combine its introduction
with a change to charges for motorcyclists.

6.5  The Board is aware there are two or three toll undertakings
where motor cyclists are allowed to have free passage; there are,
however, more undertakings (13) where motor cyclists are
charged. However, the Board will give this matter further
consideration.

6.6  In terms of the concerns raised regarding Health and Safety
matters, the Board does not agree with these views. However, a
risk assessment of these particular points will be undertaken with
a view to identifying solutions, if required.

                                               
31 ID/12c
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7. CONCLUSIONS

7.1  Having regard to the submissions and representations I have
reported, I have reached the following conclusions, reference
being given in square brackets to earlier paragraphs of this
Report, where appropriate.

7.2  The purpose of the Inquiry is to consider the Application by the
Dunham Bridge Company (“the Company”) to increase the
maximum level of tolls for certain specified classes of vehicle.

7.3  In coming to my conclusions and recommendation, I need to be
satisfied that the proposed increases are consistent with the
statutory framework and the legal requirements governing the
operation of Dunham Bridge. I also need to be satisfied that, in
all the circumstances now existing or in prospect, the currently
authorised maximum tolls should be revised.

7.4  In respect to the matters at hand, the extant legislation is the
Dunham Bridge (Amendment) Act 1994 (“the 1994 Act”), section
47 of which requires the Secretary of State to have regard to the
financial position and future prospects of the Company, including
not making any revision of charges likely to result in the
Company receiving an annual revenue either substantially less or
substantially more than adequate to meet expenditures on the
working, management and maintenance of the undertaking, and
such other costs, charges and expenses as properly charged to
revenue, including contributions to any reserve, contingency or
other fund and, where appropriate, a reasonable return upon any
amounts invested in the undertaking.  [1.4]

Dunham Bridge

7.5  The A57 is carried over the River Trent at Dunham-on-Trent, at
the boundary of Nottinghamshire and Lincolnshire, by the
Dunham Bridge. The Bridge is (privately) owned by the Company,
constituted under the Dunham Bridge Act 1830 (“the 1830 Act”),
later amended by the 1994 Act. The Company is authorised to
collect tolls for use of the Bridge.  [2.1; 3.1-3.2]

7.6  The A57, de-trunked in 2003, provides a direct route between
Lincoln and towns in Nottinghamshire. Alternative routes via the
A631 at Gainsborough to the north or the A46 at Newark to the
south are longer both in terms of time and distance and,
therefore, cost more to the individual and to the economy.  [3.9]

7.7  In 2005, some 3.852 million vehicles travelled over the Bridge,
of which 3.584 million were motor cars and light vehicles.
Approximately 90% of toll revenue derives from these vehicles,
with the remainder from heavy vehicles.  [3.13]

7.8  Use of the Bridge and the A57 through the village of Dunham is
perceived by some to impact on the quality of life of the
residents and upon the local environment.  [3.10]
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The Application

7.9  Section 6(2) of the Transport Charges &c. (Miscellaneous
Provisions) Act 1954 (“the 1954 Act”) permits the Company to
submit an Application to the Secretary of State for Transport at
any time to revise the toll charges.  [3.6]

7.10  The Company submitted an Application to the Department for
Transport in March 2006 to increase tolls for motor cars, vans
(with a carrying capacity under 509 kg32) and minibuses (carrying
up to 16 passengers) from 25 to 30 pence (an increase of 20%),
and for motor cars with a trailer from 35 to 40 pence (an
increase of 14%).  [1.7]

7.11  The financial forecasts supporting the Application assume the
proposed toll increase to be effective from 1st August 2006.
[3.21]

7.12  These forecasts are predicated on the assumption that traffic will
increase by 1.6% per annum between 2006 and 2012 and then
increase at 1.0% thereafter.  [3.30]  In the years immediately
prior to 2005, traffic increased between 2.1% to 3.5%; in 2005,
it increased by 0.5%. Forecast car trips, not identically
synonymous with traffic levels but demonstrative for the
purpose, indicate for Lincolnshire an increase of 0.8% per annum
between 2005 and 2015, and 0.4% for Nottinghamshire. Overall,
these forecasts suggest that traffic levels are unlikely to increase
markedly over the Bridge in future.  [3.14]

The objectives of the Application

7.13  The objectives of the Application are firstly to build up a fund to
meet the Company's obligation to replace the Bridge in due
course and, secondly, to increase the fund for repairs and
maintenance to meet rising costs. The proposed increase in tolls
would also enable the Company to increase the return to
shareholders.  [3.17-3.18; 3.43]

Need for the Application

7.14  In 2005, receipts from tolls totalled £1.077 million. After making
expenditures in that year for administration, depreciation,
exceptional repairs and dividends, the retained profit (£167,729)
was not sufficient to meet the £210,000 made to the Repair and
the Replacement Funds, thereby reducing the Profit and Loss
Account (by £42,271).  [3.27]

7.15  The Company has made administrative efficiency savings in
recent years. However, the prospect of further savings is limited.
[3.26]  This view was not challenged.

7.16  Without the proposed increase, toll revenue is forecast to grow
marginally in the future (increasing to £1.208 million in 2012).

                                               
32 equivalent to 10 cwt
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Deficits to the Profit and Loss Account are predicted to occur
annually, amounting to some £570,300 over the period from
2005 to 2012.  [3.28]

7.17  In 2004, in the light of financial and legal advice to the effect
that the Company is under a statutory responsibility to make
provision for repairs and replacement of the Bridge, the Directors
established separate Replacement and Repairs Funds. This
separation allows a clearer view of the Company’s finances.
[3.32; 3.34]  Lack of such provision when the Bridge was
reconstructed in 1978 was the subject of strong criticism.  [3.33]

7.18  A sum of £170,000 per annum is required to meet the objectives
above, and would be forthcoming from the proposed toll
increases.  [3.19; 3.31]  The proposed increase over the period
from 2007 until 2012 is estimated to yield an additional surplus
(before taxation) of some £1.057 million, and includes the
prospect of maintaining a 30p toll up to that year.  [3.23]  The
proposed increase would build up the Replacement and Repairs
Funds and yield a surplus to be carried to the Profit and Loss
Account each year up to 2012 of between £30,000 and £50,000.
[3.31]

7.19 The need for the increase in toll charges is challenged on a
number of counts:

i. tolled undertakings

ii. support of adjacent local authorities

iii. powers to make provision for Bridge replacement

iv. return on investment

v.  increase in the proposed toll charges

vi. cost of the crossing; and

vii. Profit and Loss Account.

Tolled undertakings

7.20  It is asserted it is inappropriate the A57 at Dunham is subject to
a toll, and that the Company is in a monopoly position, holding
the travelling public to ransom and disadvantaging the sub-
regional economy.  [4.1i]  Such an arrangement is archaic,
inefficient and uneconomic, and motorists would be better off if
the system of privately owned toll bridges were to be abolished
and the Bridge funded through taxation or taken over by the
local authorities.  [5.4-5.6; 5.8]  The costs of collection and
administration would cease if the Bridge were to be taken over
by the local authorities.  [5.21]  However in recent years, it has
been Government policy to involve the private sector in the
provision of transport infrastructure.  [3.5; 3.24]  In my view,
such topics lie outside the remit for this Inquiry, being rooted in
Government policy and aimed at the statutory basis upon which
the Company operates. This being the case, I do not consider
these matters further in my Report.
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Support of adjacent local authorities

7.21  It is asserted that Nottinghamshire and Lincolnshire County
Councils had not considered formally the Application to increase
toll charges, and that they do not support the increases.  [5.7]
It was made clear at the Inquiry that in recent correspondence
with these authorities the Company did not seek their support on
the increases per se, but upon the objective of the Company
putting in place proper provision to replace the Bridge at some
point in the future and avoid having any financial consequences
for those authorities. Support on this basis was forthcoming from
both authorities.  [3.12; 5.26]  Furthermore, de-trunking of the
A57 would not have proceeded without such a commitment by the
Company.   [5.37]  I note that Nottinghamshire County Council
consider the proposed increases to be modest, reasonable and
essential to secure funds to provide financial stability for the
Company.  [3.12]  Whilst it may have been the case that the
authorities did not consider formally the Application as suggested
at the Inquiry, my view is that both authorities indicate they
wish to avoid any financial consequences falling on their budgets
or repercussions upon the sub-regional network due to the failure
of the Company to make adequate provision. To that extent, in
my opinion, they are supportive of the Application. My
conclusion, therefore, is that the position of the adjacent
authorities is clear and supportive, and does not constitute a
reason for not supporting the Application.

Powers to make provision for Bridge replacement

7.22  It is averred that planning now for the Bridge’s replacement in
2078, an event some 70 years hence, is risible, unjustified and
unprecedented.  [4.1i; 5.15]  Furthermore if the Application were
to be allowed, it would be instrumental in encouraging other
operators of tolled undertakings to put in similar applications. It
is asserted that there is no requirement or authority in the 1954
or 1994 Acts to make such provision, despite the 2002 Order
being made and implemented.  [5.15]  The Company contends, in
response, that it is under a statutory responsibility to make
provision for repairs and the replacement of the Bridge  [3.32];
and to that end have established a Replacement Fund in 2004 on
legal and financial advice, into which would be made annual
contributions of £65,000 up to 2011.  [3.32; 3.34; 3.37; 5.35]
This Fund, with subsequent contributions and interest, would
accrue to a sufficiently large sum to pay for the replacement
Bridge. This method of providing funds was recommended by
Nottinghamshire County Council, and was included in the
authorised 2002 Application.  [5.38]  Such arrangements are not
unprecedented – there being another such undertaking making
similar provision.  [5.36]

7.23  Having considered this matter carefully, it seems to me that the
Company is providing appropriately for a future eventuality,
supported in this endeavour by the adjacent local authorities.
[7.21]   The Preamble to the 1994 Act at (6) refers to “the cost
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of maintaining and eventually replacing Dunham Bridge…” and at
section 2(1) defines the undertaking as being the Company or
successor “as comprises Dunham Bridge and any alteration or
renewal thereof…”. Section 47 of the 1994 Act allows the
Company to receive income to “meet such expenditure on the
working, management and maintenance of the undertaking and
such other costs as are properly charged to revenue, including
contribution to any reserve, contingency or other fund...” The
Company is, in my view, properly discharging its duties as
established in legislation. I conclude, therefore, on this matter
there is no reason not to support the Application.

Return on investment

7.24  The original share capital subscribed was £14,250, of which some
£3,350 was subsequently cancelled as the rightful owners could
not be traced, making the paid up share capital in the Company
some £10,900.  [3.4; 5.11]  It is opined that no new investments
have occurred, no new shares issued, or borrowings made –
taken, in this case, to mean that all the Company owns arises
from the paid up share capital or income from tolls. It is
suggested the appropriate amount for calculating any return
should, therefore, be based on this initial amount, and should
exclude revaluations.  [5.11]  It is contended that the Bridge has
been a profitable investment, producing premium returns.  [5.12]
On the basis of the initial investment, dividends are excessive.
[5.13]  It is asserted further that increases in the tolls would
increase the dividends and/or the value of the Company, and
thus could provide the basis for further toll increases in order to
make a "reasonable" return.  [5.14]

7.25  In response, the Company acknowledges it needs to strike a
balance between providing a reasonable rate of return to
shareholders on their investments together with their
responsibilities of operating, maintaining and replacing the
Bridge.  [3.40; 5.32]  The Company contends the original share
capital is not relevant to the consideration of the Application.
[5.29]  In this case, the total assets of the Company should be
taken into account.  [5.29]

7.26  The Company maintains that dividends historically on its shares
have been low or non-existent - being £120 per share in 1996
and currently £132 per share. This represents an increase lower
than inflation over that period, and is equivalent to a 5% rate of
return on capital. This is a relatively low return on capital
compared with UK companies in similar regulated industries (of
between 6% to 10%).  [3.41-3.42; 5.31]

7.27  The Company’s view is that the proposed toll increase would
address this situation by facilitating a graduated increase in
dividends to a 6% rate of return on capital for investors by 2012,
representing £150 per share. The Directors are satisfied that this
would represent a reasonable rate of return33.  [3.43]

                                               
33 The rate of 6.0% by 2012 should not to be regarded as a commitment since
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7.28  I have considered carefully the matter of the rate of return on
investment and what would be a reasonable level. It appears to
me to be inappropriate to use the original share capital (of
£10,900) as the datum against which to measure the rate of
return on invested capital in the Company. The present day value
of the Company is considerably in excess of that figure, which is
reflected in the share price.  [3.4]  The rate for similar regulated
industries appears to lie between 6% to 10%. The Directors have
indicated that they do not consider a rate at the upper end of
this range to be appropriate or practicable in the light of other
anticipated commitments. I conclude that the Company has
exercised prudence in planning for a graduated increase in the
rate of return, potentially to 6% over the period up to 2012. I do
not consider this rate of return to be excessive. In my view, the
prospective rate of return does not constitute a reason not to
support the Application.

Increase in the proposed toll charges

7.29  The tolls on the Bridge have been increased twice in the past - in
1995, following the 1994 Act and in September 2002.

7.30  It is contended that the proposed increase (to 30 pence) is
unjustified and represents a doubling (100%) of the charge for
motor cars since 1993. This increase is in the wake of a 25%
increase two to three years ago prior to which a 33% increase
occurred.  [4.1i]

7.31  In response, the Company state that in 1978, the toll for motor
cars was 15 pence; in 2005, 25 pence; with the proposed charge
increasing to 30 pence. Over that period of time, the Retail Price
Index (RPI) had increased in excess of 300%.  [3.7]  Tolls have,
therefore, increased significantly below the rate of inflation
despite national trends of salaries and construction/maintenance
costs increasing at faster rates.  [3.29]  Furthermore, the
Company maintains that the proposed toll increase would
represent a relatively small (and diminishing) proportion of the
cost of owning and using a car (less than a 1% increase in the
average weekly household expenditure on motoring) or in
relation to parking charges in nearby towns.  [3.25]

7.32  In all, a doubling (100%) of the tolls has taken place in nearly
three decades, during which the RPI has more than tripled. I
conclude that with the proposed increase to 30 pence, the toll for
motor cars would be below the rate of inflation since 1978, and
on that basis is both modest and reasonable.

Cost of the crossing

7.33  It is maintained that the proposed increases would make the
crossing expensive, in terms of distance covered, compared to
other similar crossings.  [4.1i]  In response, the Company points

                                                                                                                          

   dividends wil l  be decided each year based on profitabi l ity and other factors at the
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out that the proposed toll of 30 pence for motor cars and light
vehicles is broadly in the middle of the range of tolls charged on
similar facilities.  [3.24]  I note that the tolls charged on the 16
other undertakings comprise a wide range. The proposed charge
for motor cars and light vehicles does not strike me as being
excessive. On this basis, I conclude that the proposed level of
charges, should the Application be supported, would not be
expensive.

Profit and Loss Account

7.34  It is suggested that a more meaningful statistic to assess the
Company’s performance is the figure for Surplus before Taxation
(forecast to be £737,000 in 2012 without the proposed toll
increases). On this basis, it is asserted that any suggestion the
Company is failing or making low profits is not correct.  [5.22]

7.35  In response, the view of the Company is that the Surplus before
Taxation figure ignores the fact that reserves need to be built up
for replacement and future repairs.  [5.45]

7.36  In my view, it is appropriate and proper that the Company makes
provision for replacement and future repairs. I conclude that this
use of resources by the Company does not constitute a reason
not to support the Application.

Conclusions

7.37  In coming to a conclusion on the need for the proposed increases
in toll charges (on motor cars and light vehicles), it is my view
that the grounds of objection, separately or collectively, do not
provide sufficient weight not to support the Application. My
conclusion is, in the context of the circumstances facing the
Company and in prospect, the Application be supported.

Replacement Fund

7.38  I now turn to consider the matter of the Replacement Fund.

7.39  In 2004, separate funds for Replacement and Repairs were
established and payments made.  [3.34]

7.40  The balance in the Repairs and Replacement Fund at 31st July
2005 was £1,832,658.  [3.35]

7.41  The Company intends to build up the Replacement Fund based on
a large principal amount being available in the early years by
making an annual provision of £65,000 up to 2011. This,
together with funds already held, with the investment interest
each year would accrue an amount sufficient to fund the
replacement of the Bridge in 2078.  [3.37; 5.39]

7.42  An alternative method of achieving the same end is suggested.
With the majority of the capital in place already in the Fund and
with interest, it would accrue to approximately 94% of the
forecast replacement cost. The difference could be built up by
making contributions in all years up to 2078 at £6,640 per year.
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[5.16; 5.17]

7.43  In response, the Company explained that the intent of the
Application is to have in place a fund balance in 2011 sufficiently
large to accumulate the required amount by 2078 or, if required
prior to 2078, to put the Company in the most advantageous
position possible.  [5.40]

7.44  In coming to a conclusion on this matter, it is acknowledged that
an annual contribution of £6,640 would be enough to yield the
required amount by 2078. However, significantly, there would be
under-resourcing in the early years which could place the
Company in financial difficulty, should the Bridge need
replacement between 2007 and 2078. In my opinion, it is prudent
to secure the additional funds in the early years, as proposed in
the Application, in order to safeguard against unplanned
eventualities prior to 2078. On that basis, I conclude the
suggested alternative method does not constitute a reason for
not supporting the Application, and the proposed arrangements
and payments to the Replacement Fund are appropriate.

The 2006 Application process

7.45  It is asserted that the public Notices regarding the Application
were not displayed.  [4.1ii]  In response, the Company maintains
that all the statutory formalities had been followed in respect of
the Application, including Press Notices concerning the
Application and the Inquiry in local newspapers and notices in
the toll booths; the Deposited Documents were delivered to the
nominated locations.  [1.12]  Copies of these Notices were
furnished for the Inquiry.

7.46  Whilst it may be the case that such notices were not seen
specifically by the objectors, it seems to me quite clear that the
Company has complied with the statutory requirements
pertaining to the Application process. On this basis, I conclude
that the grounds of objection cited in respect of this matter do
not constitute a reason not to support the Application.

Heavy vehicles

7.47  It is stated that most of the wear and tear on roads and bridges
is caused by heavy vehicles but the Application seeks to derive
the increased income from drivers of cars and light vehicles. It is
contended that such a situation is not sensible.  [5.23]
Furthermore, it is maintained that it is not clear upon what the
Repairs Fund would be expended.  [5.18]

7.48  In this Application, the Company seeks no increase in the tolls
for heavy vehicles. It estimates raising the toll by 10 pence on
these vehicles would generate additional revenue of
approximately £27,000. In the Company’s view, such an option is
not required; it would have minimal impact on the proposed toll
for lighter vehicles; and would not generate the extra revenue
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required to make the necessary provision.  [3.20; 5.46]

7.49  In my view, the Company appears confident the proposed
increases would be sufficient to fund anticipated commitments
and objectives. The Company has established a Repairs Fund with
proposed annual contributions thereto in sufficient amount to
meet planned and unforeseen repairs, including those attributed
to heavy vehicles. Such provision is made in the light of the
recommendations contained in an independent consultant’s
report.  [5.42]  Having regard to the financial forecasts
supporting the Application, particularly the Repairs Fund, and to
s47 of the 1994 Act in that there should not be any revision of
charges likely to result in the Company receiving an annual
revenue substantially more than adequate to meet expenditures,
I agree with the Company on this matter and conclude that
revisions to the toll charges for heavy vehicles should not be
made.

Vans

7.50  It was asserted that the toll for vans had increased earlier this
year from 25 to 50 pence without any consultation or publicity.
[4.1i; 5.1]

7.51  In response, the Company stated that the increase in tolls for
vans (with a carrying capacity over 509 kg) to 50 pence was
authorised by the Toll Order 2002. However in 2005, it became
apparent that toll collectors were not applying consistently these
increases in the case of vans above and below 509 kg. It was
decided the 2002 Order should be applied consistently and, with
due notice and publicity, the increase in tolls to 50 pence for
vans (with a carrying capacity over 509 kg) from the rate for
motor cars (25 pence) was implemented as of 1s t January 2006.

7.52  This explanation was not challenged. My conclusion is that as a
matter of fact it appears to be correct, and implemented the
previous Toll Order correctly.

Motor cycles

7.53  A representation in respect of the Application was made to the
effect that conditions for paying the toll when using a motor
cycle are not satisfactory, convenient, and may have implications
for matters of Health and Safety. For these reasons, charges for
motor cyclists at many tolled undertakings are free.  [6.2]

7.54  In response, the Company acknowledges there are some tolled
undertakings where motor cycles are allowed to have free
passage; however, there are more such undertakings where
motor cyclists are charged. The Company has given an
undertaking that it will give this matter further consideration.
[6.5]

7.55  In terms of the concerns raised regarding Health and Safety
matters, the Company does not agree with these views. A risk



REPORT TO THE SECRETARY OF STATE FOR TRANSPORT FILE REFS: ROADS 26/8/2

29

assessment regarding these particular points will be undertaken
with a view to identifying solutions, if required.  [6.6]

7.56  Although I do not regard the issues raised in this representation
as relevant to the Order before me, I am pleased to note that the
Company has given undertakings to consider the matters raised,
particularly as any potential aspects of Health and Safety may
need to be examined further.

Ticketing

7.57  The comment is made that the Company has not been sufficiently
innovative in its approach to ticketing and that the option of pre-
paid weekly/monthly books of tickets should be available,
including the ability to purchase tickets using credit cards.
[4.1iii; 6.1]  The potential advantages would include an improved
cash-flow for the Company, possible discounted trips to the
individual and potentially speeding up the flow of traffic at peak
times, relieving the tail-back.  [6.1]

7.58  In response, the Company points out that it has tried various
versions of bulk buying of tickets/season tickets in the past, but
found them open to forgery and non-payment. In addition,
modern electronic equipment is expensive to purchase and
maintain.  [4.6]  It seems to me that the points made by the
objectors have limited relevance to the Order before me.
Moreover, no firm evidence has been produced to support the
view that the introduction of any or all of the systems suggested
would so affect the finances of the Company as to make it
desirable to modify the Order in any way or to make me
recommend that it should not be made. I do, however, welcome
the Company’s will ingness to re-examine the objectors’
suggestions.

Company’s accounts

7.59  I turn now to consider a number of matters raised in respect to
the Company’s accounts, namely, their non-fil ing at Companies
House [5.9]; the existence of the Contingency Fund [5.19]; and
capital expenditure by the Company.  [5.20]

7.60  In respect to the fil ing of accounts, the Company is not obliged
to file its accounts since it is not a limited company. The
accounts, however, have been available to the Department for
Transport, and the Application in 2002 was authorised by that
Department.  [5.27]  In respect of the current Application, I note
the last available accounts (those ending July 2005) and
summaries for the years ending in July 2003 and July 2004 are
included in the Application.  [5.28]  Again, it seems to me the
points made by the objectors have only limited relevance to the
Order before me. The relevant financial information pertaining to
the Application is within the public domain and, in my view, the
objectors have not been disadvantaged in making their cases. I
do not consider this matter further in coming to my conclusions.
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7.61  With regard to the questioned continued existence of the
Contingency Fund, I note the response of the Company on this
matter to the effect that the Fund continues to exist, with a
balance at 31s t July 2005 of £756,018.  [5.43]  Its continued
existence and availability to the Company does not, in my
judgement, weigh against the case for the Application. In my
view, the Application seeks to establish an income stream
sufficient to meet the Company’s obligations in respect of repairs
and maintenance and, in the longer term, the replacement of the
Bridge itself. Such objects would not be accomplished by the
utilisation of the Contingency Fund. I do not consider that its use
would so affect the finances of the Company as to make it
desirable to modify the Order in any respect or to make me
recommend that it should not be made. Accordingly, I do not
consider this matter further in coming to my conclusions.

7.62  In 2002, it is asserted that a large part of the capital
expenditure was spent on the collection of tolls rather than on
the Bridge, adding considerably to the collection costs.  [5.20]
In response, the Company maintains that a large proportion of
this expenditure related to the toll collection mechanisms.
Without this expenditure, traffic queues for the Bridge would be
considerably longer, and that prior to these measures, queues
extended frequently into Dunham village.  [5.44]  I consider a
decision of the Company in 2002 to make expenditure on these
collection measures to be of limited relevance to the Order
before me and not sufficient to make any modifications to the
Order or to make me recommend that it should not be made.

Other matters

7.63  I turn now to consider certain other matters raised at the Inquiry
in respect to the Application, namely, the nature of the advice
proffered to a councillor of Lincoln City Council in connection
with appearing at this Inquiry [4.1iv]; the occurrence of flooding
on the Lincolnshire side of the Bridge [4.1v]; and the suggestion
of a bypass for Dunham village.  [4.1vi]  Such matters lie outside
the responsibilities of the Company as defined in the 1994 Act
and lie outside the remit for this Inquiry. In reaching my overall
conclusions I do not consider these matters further.

Overall conclusions

7.64  I am satisfied that the Application by the Company for an
increase in the maximum tolls to be applied to motor cars and
light vehicles is consistent with the legal framework governing
the operation of the Bridge, and that the income so gained would
not be substantially more or less than is required to meet
foreseeable financial commitments and obligations.

7.65  I am persuaded by the case promoted by the Company. I have
concluded previously there is, in my view, a need for the
increase [7.37]; that the proposed method of building up the
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Replacement Fund is appropriate [7.44]; that the Application
process has been followed correctly [7.46], and that there is no
basis currently for applying an increase in tolls for heavy
vehicles [7.49].

7.66  I have had regard to these and all other matters raised both at
the Inquiry and in written representations, but they do not,
singly or together, alter the conclusions I have reached above. I
therefore propose to recommend that the Application be
supported and a Toll Order be made.

7.67  I record the undertakings given by the Company to look further,
firstly, into options for providing pre-paid weekly/monthly tickets
(or of another suitable time period) and for credit card purchase;
and secondly, into the charges for motor cyclists and the
conditions for them at the toll booths.

7.68  I note the Company has confirmed that all the statutory
formalities have been followed in respect of the Application.
[1.12].  Nevertheless, as a result of personal observation  [1.2]
I suspect that the size and display positions of the notices on
site (in the windows of the toll booths) limited their
effectiveness. That, however, is simply a matter to be borne in
mind in future, as I am satisfied that the regulations were
fulfil led and overall the public has been made aware of the
proposals as required and has not been significantly
disadvantaged.

7.69  Finally, should the Secretary of State disagree with any of my
judgements concerning the relevance of various objections or
representations, I would confirm that none of the points
concerned are, to my mind, of such substance either singly or in
combination as to outweigh the positive merits of making the
Order without modification.

8. RECOMMENDATION

8.1 I recommend that the Secretary of State for Transport makes a
Tolls Order pursuant to Section 6 of the Transport Charges &c.
(Miscellaneous Provisions) Act 1954 to implement the proposals
contained in the Application of the Dunham Bridge Company,
dated 21st March 2006.

R. Owen-Smith.

INSPECTOR
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APPENDIX A

APPEARANCES

For The Dunham Bridge Company, Dunham Road, Newton on Trent Lincoln
LN1 2JR

Mr P F Walker MA (Cantab)  MICE  CEng, Company Chairman

Mr P Bates BSc  MSc  MILT
Steer Davies Gleave, 28-32 Upper Ground, London SE1 9PD

Mr A W Erwee BEng  CEng  MIStructE, Director

Peter Cole Consultants, Consulting Civil, Structural and
Environmental Engineers, Spring Hill House, Spring Hill, Lincoln

LN1 1HB

Mr R L J Vigar BBs  FCA  TEP

Wright Vigar Limited, Chartered Accountants and Business Advisors,
15 Newland, Lincoln LN1 1XG

Statutory Objector

Mr G Watt, 33 Almond Crescent, Swanpool, Lincoln LN6 0HN

Interested Parties

Mr N Gill, 8 Fiskerton Drive, Lincoln LN2 2DN

Mr J McGoldrick (on behalf of the National Alliance Against Tolls (NAAT))

57 Hambledon Drive, Greasby, Wirral CH49 2QH
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APPENDIX B

DOCUMENTS SUBMITTED TO THE INQUIRY

Deposited Documents

DD/1. The Dunham Bridge Company, Application to increase Toll charges: Statement of
Reasons, September 2006

DD/2. The Dunham Bridge Company (Wright Vigar Limited), Application to increase Toll
charges, March 2006

DD/3. The Dunham Bridge Company (Steer Davies Gleave), Application to increase Toll
charges: Economic case for the increase, September 2006

DD/4. The Dunham Bridge Company, Application to increase Toll charges: Public Inquiry
Witness Statements, September 2006

DD/5. The Dunham Bridge Company, Application to increase Toll charges: Compendium of
supporting and background documents, September 2006

Inquiry Documents

ID/1. The Dunham Bridge Act 1830 (Sections LXVI-XCVI)

ID/2. The Dunham Bridge (Amendment) Act 1994 (Sections 44-51 and Schedules 2 & 3)

ID/3. The Transport Charges &c. (Miscellaneous Provisions) Act 1954 (Section 6)

ID/4. The Highways (Inquiries Procedure) Rules 1994 Statutory Instrument 1994 No.
3263

ID/5. Press Notice of Application:

/5a Retford Times (18th May 2006)

/5b Lincolnshire Echo (18th May 2006)

/5c Lincoln Chronicle (18th May 2006)

/5d Lincoln Echo (22nd May 2006)

ID/6. Press Notice of Public Inquiry:

/6a Retford Times (21st September 2006)

/6b Lincolnshire Echo (21st September 2006)

/6c Lincoln Chronicle (21st September 2006)

ID/7. Letters from adjoining Highway Authorities:

/7a Lincolnshire County Council; letter (dated 25th August 2006)

/7b Nottinghamshire County Council; letter (dated 22nd August 2006)

/7c Lincolnshire County Council; letter (dated 16th October 2006) to Mr J
McGoldrick

ID/8. Letters of Objection:

/8a Mr G Watt; letter (dated 29th May 2006)

/8b Mr G Watt; letter (dated 25th July 2006)

/8c Mr G Clements; e-mail (dated 13th October 2006)

ID/9. Correspondence:

/9a The Dunham Bridge Company; letter (dated 21st March 2006) Re: Application
to increase tolls



REPORT TO THE SECRETARY OF STATE FOR TRANSPORT FILE REFS: ROADS 26/8/2

35

/9b Office of Gillian Merron MP; e-mail (dated 30th June 2006)

/9c Patrick Mercer OBE MP; letter (dated 18th July 2006) and attachments

/9d Department for Transport; letter (dated 19th July 2006) to Mr Watt

/9e Department for Transport; letter (dated 19th July 2006) to the office of Gillian
Merron MP

/9f Minister of State for Transport; letter (dated 26th July 2006) to Patrick Mercer
OBE MP

/9g Department for Transport; e-mail (dated 14th September 2006) to Mr Watt

/9h(i) Dunham Bridge Company; letter (dated 14th August 2006) to Lincolnshire
County Council

/9h(ii) Dunham Bridge Company; letter (dated 14th August 2006) to
Nottinghamshire County Council

/9j Department for Transport; letter (dated 1st September 2006) to Mr Watt

ID/10. Inquiry Statement of Interested Party (Mr J McGoldrick on behalf of the National
Alliance Against Tolls (NAAT)); 17th October 2006

/10a Statement

/10b The Dunham Bridge Company, Report of the Directors and Financial
Statements for the year ending 31st July 2002

/10c The Dunham Bridge Company: Company details

ID/11. The Dunham Bridge Company, Application to increase Toll charges, April 2002

ID/12. The Dunham Bridge Company; Responses:

/12a to the National Alliance Against Tolls

/12b to the National Alliance Against Tolls (Re: use of Replacement Fund)

/12c to Mr G Clements

ID/13. Reasonable returns on investments in regulated businesses; extract from Financial
Times, 17th August 2006

ID/14. Inquiry Statement of Objector (Mr G Watt); 17th October 2006


