
CHAPTER 3

British Rail Hovercraft Ltd

3.1. This chapter describes the history and operations of British Rail Hover-
craft Ltd (BRHL) and in Chapter 4 we give an account of Hoverlloyd Ltd.
Over the same period BRHL and Hoverlloyd have been faced with similar
problems, but as will be seen they have attempted to apply different solutions
in some parts of their operation, for example, in the number and size of
craft and the selection of markets.

3.2. BRHL carries passengers and cars on two routes:
(a) Dover/Calais
(b) Dover/Boulogne.

It owns two British built SRN4 Mark 3 hovercraft, each with a capacity
of 424 passengers and 55 cars.

3.3. BRHL operates these services under the trade name 'Seaspeed', in
association with French Railways—Societe Nationale des Chemins de fer
Francais (SNCF). SNCF owns one French-built N500 Sedam hovercraft with
a capacity of up to 400 passengers and 60 cars.

Early history of hovercraft operations

3.4. In 1965 the Saunders-Roe division of Westland Aircraft Ltd was about
to begin manufacture of the first of six large car and passenger carrying hover-
craft, the SRN4. British Hovercraft Corporation Limited (BHC) which was
formed in 1966 as a subsidiary of Westland Aircraft, took over manufacture
of these craft from Saunders-Roe. After considerable discussion with the
Ministry of Technology, British Railways Board (BRB) decided to order the
first of these craft and undertake hovercraft services. One objective was to
exploit this important new British invention. The craft was to be ready in
1968. At that time there was little experience of the technical and commercial
problems of operating hovercraft. For its initial public service, therefore
BRHL decided to use the smaller SRN6 craft manufactured by Saunders-Roe,
which had a capacity of 36 passengers but no cars. This service was to the
Isle of Wight. It began in 1966 and continued until 1976.

3.5. BRHL, which was formed in April 1966 to develop and operate hover-
craft services, is a wholly-owned subsidiary of BRB. Its directors are appointed
by BRB. The company derives its powers to operate hovercraft from the
British Railways Act 1967.

Cross-Channel services

3.6. In 1968 BRHL took delivery of the first (Mark 1) SRN4, which had
a capacity of 250 passengers and 30 cars. In August 1968 a public service
was opened using this craft, to carry cars and foot passengers between Dover
and Boulogne. In 1969 a second SRN4 was delivered. Later the service between
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Dover and Calais was started. The two SRN4 craft, with important modifica-
tions (see paragraph 3.8), have comprised the BRHL cross-Channel fleet ever
since.

3.7. By 1971 the service was running to capacity during the summer peak
and BRHL was carrying 15 per cent of the foot passengers and 13 per cent
of cars crossing the Channel by the short-sea routes (Dover/Folkestone/Rams-
gate—Calais/Boulogne/Dunkirk).

Capacity increased by stretching

3.8. BRB held back major investment in cross-Channel ferry services while
the then Channel Tunnel scheme was under consideration, but by 1976 the
scheme had been abandoned and approval was given to investment by BRHL
in increasing the capacity of its two Mark 1 hovercraft by stretching them.
This converted them to Mark 3. Stretching was carried out by inserting a
55 foot middle section. Capacity was thus raised from 254 passengers and
30 cars in the Mark 1 craft to 424 passengers and 55 cars in the Mark 3.
The main advantages gained were lower operating costs per unit carried
(assuming increased loading), a more comfortable and faster ride, and reduced
bad weather cancellations. The stretched craft are the largest hovercraft in
the world. The first Mark 3 craft went into service in 1978 and the second
in 1979.

New hoverport at Dover

3.9. A larger hoverport in Dover harbour was needed for the stretched
Mark 3 hovercraft. The pad for the new hoverport was built and financed
by the Dover Harbour Board at a cost of £5-3 million. It was constructed
in the Western Docks by reclaiming 15£ acres from the harbour. The hoverport
buildings and facilities on the pad were built and financed by BRB at a cost
of £8*6 million. The new hoverport was opened in 1978. It is similar in design
to an airport terminal.

3.10. The new hoverport was designed for the operation of four large hover-
craft, equivalent in size to the Mark 3. In addition to the two large craft
operated by BRHL, SNCF was to provide two hovercraft. However it has
provided only one, another having been destroyed by fire during trials, and
therefore the hoverport has never been used to its full capacity.

3.11. The capital cost of the construction of the pad, and interest costs,
are recovered by Dover Harbour Board from BRHL under a series of agree-
ments. These sums are paid to the Board by means of harbour dues charged
on the traffic carried by Seaspeed (BRHL and SNCF) through the port of
Dover. The payment of capital and related elements of harbour dues continues
until 1991.

3.12. The payments to Dover Harbour Board are index-linked and, based
on the requirements of the National Ports Council, are designed to secure
for the Board, by means of annual minimum and maximum provisions, a
real rate of return on its investment of not less than 12| per cent nor more
than 14^ per cent. At 31 December 1980 price levels the minimum amount
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payable to Dover Harbour Board for that year was £1-5 million and the
maximum was £2-14 million. Under a mutual guarantees agreement between
BRHL and SNCF, half of any shortfall in any year due to the Dover Harbour
Board by reason of the minimum payment provisions is made up by SNCF.
A payment has been made each year under these provisions.

Hoverports at Calais and Boulogne
3.13. The hoverports at Boulogne and Calais were provided in 1968 and

1969 by the local Chambers of Commerce and are paid for by taxes on pas-
sengers and cars passing through them. In 1978 the hoverport at Boulogne
had to be enlarged and new terminal buildings constructed when the larger
hovercraft were introduced. The SNCF is committed to pay annually to the
Boulogne Chamber of Commerce the amount of any shortfall if hoverport
taxes fail to reach a guaranteed minimum level. Under a formal agreement
with SNCF, BRB is required to meet one-half of any such payment made
by SNCF to make up a shortfall. However traffic has been sufficient to enable
the minimum level to be reached and prevent any payment being required.

Relations between BRHL and SNCF

3.14. In 1968 BRHL and SNCF agreed to set up a joint hovercraft service
under the trade name 'Seaspeed'. The service has continued to operate under
that name. As part of the service SNCF has managed the terminals at Calais
and Boulogne. In 1978 the SNCF's own craft, the N500, built by Dubigeon-
Normaridie SA, started operating as part of the 'Seaspeed' service on the
two routes. It has a capacity of up to 400 passengers and 60 cars. BRHL
told us that it has arrangements with SNCF which provide for the division
between BRHL and SNCF of the receipts and a part of the expenditure of
the 'Seaspeed' operation. Receipts are shared according to the craft provided
and number of flights flown by each company. Expenditure including certain
staff expenses at Dover, Calais and Boulogne are also shared under defined
formulae. Expenditure on crewing, fuel and maintenance of craft is borne
by each owner.

3.15. Although, in providing the joint 'Seaspeed' service, the two companies
use common prices, tariffs and timetables, BRHL told us that this is not
because of any formal agreement, but simply because they regard common
prices and tariffs as essential in running a combined service.

Connection with British and French railways
3.16. Since 1968, when it first started to provide cross-Channel services,

BRHL has operated them in association with British Rail (Southern Region)
and with the French railways (SNCF). Most BRHL flights on the Dover/Bou-
logne route are timed to connect with London/Dover and Boulogne/Paris
train services, thus offering a through service between London and Paris on
a combined rail/hovercraft/rail ticket. Some 360,000 passengers used these
tickets in 1980. In addition, in co-operation with BR, passenger excursions
to Calais and Boulogne from British cities on combined rail/hovercraft tickets
have been developed (see paragraphs 2.13 and 2.18); about 55,000 day trippers
to Calais and Boulogne were carried in 1980.
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3.17. Hovercraft passengers between London and Dover use the normal
train services. SNCF runs special trains between Paris and Boulogne to cater
for hovercraft passengers, from the specially built station alongside the hover-
port.

Coach services
3.18. BRHL operates coach links between Calais and Brussels, which in

1980 conveyed about 20,000 passengers. With this exception and unlike
Hoverlloyd (see paragraph 4.14), BRHL has not developed combined coach/
hovercraft services.

Unbooked vehicle traffic
3.19. An increasing proportion of vehicle traffic carried by BRHL arrives

at Dover without booking in advance. BRHL told us that at some times
of year, particularly out of season, some 50 per cent of the vehicles it carries
have not been booked.

Pricing policy
3.20. BRHL's pricing policies are discussed in paragraphs 2.39 to 2.42.

Operating features of hovercraft
3.21. BRHL has shown us figures of comparative operating costs for ships

and hovercraft (see paragraphs 2.21 to 2.23). Because of their higher fuel
consumption and maintenance costs it is important for hovercraft to operate
with higher load factors than ships. They can normally expect to do so because
of their smaller size and operating flexibility, which enable them to operate
at much higher frequencies during peak times and lower frequencies in low
seasons.

3.22. BRHL told us that at the most popular times of the day on peak
days or weeks 100 per cent loadings have been regularly achieved. But load
factors vary greatly between low season and high season. The company quoted
to us low season figures in 1980 of 21 per cent for cars and 30 per cent
for passengers; high season loads were 73 per cent for cars and 63 per cent
for passengers.

3.23. Cancellation rates due to bad weather between 1968 and 1979 averaged
10 per cent. With increasing experience and greater reliability, these rates
have been brought below 3 per cent. Although licensed to operate at night,
hovercraft do not do so at present in the English Channel, mainly because
there has been insufficient demand.

3.24. In the high season, there are a maximum of 17 return flights a day
from Dover by the three craft operated by Seaspeed; in winter there are up
to seven daily return flights.

Duty-free and other facilities
3.25. At Dover Harbour BRHL operates and derives part of its income

from the shops for duty-free and tax-free goods, drinks bars, and cafeteria
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where packed meals are also sold. Some duty-free sales are made on board
during flights. However at the hoverports in Calais and Boulogne the conces-
sions for duty-free shops have been granted by the local Chambers of Com-
merce to third parties.

Employees

3.26. BRHL had about 475 permanent employees. Some 225 additional
staff are taken on in the summer.

Financial information

3.27. The financial performance of BRHL has never been satisfactory and,
with the exception of 1976, the company has shown a loss before interest
every year since it started. More recently the company has been carrying
additional depreciation charges resulting from the stretching of hovercraft
and the major investment in the new hoverport at Dover with assets being
written off by 1991 (see paragraph 3.9). BRHL's financial results for the last
five years have been as follows:

Years ended 31 December
Turnover

Operating profit/(loss) before depreciation.
Depreciation

Operating profit/(loss) before interest and
taxation

1976
5,207

7977
4,048

(£WOs)
1978
5,586

7979
12,357

1980
13,092

228 (371) (1,582) 468 (1,463)
223 220 654 1,279 1,395

(591) (2,236) (811) (2,858)

BRHL says that rapidly escalating fuel prices (which increased by over
50 per cent in 1980 compared with 1979), inflation, recession, the introduction
of a number of large new conventional ferries and increased price competition
on the short sea routes culminated in a disastrous year in 1980. The budget
for 1981 also shows a loss before interest.

3.28. Details of BRHL's capital employed, at historic cost, for the five
years to 31 December 1980 are set out in Appendix 1. Its fixed assets at
December 1980 totalled £15-1 million comprising two hovercraft and the
hoverport terminal buildings. The amount due to its parent BRB, at that
date was £20-1 million. Accumulated revenue losses had reached £8-8 million.
There is a note, repeated each year, in BRHL's accounts, that BRB has agreed
to subordinate its rights against the company on current account to those
of other creditors. In BRHL's latest accounts it is stated that with the consent
of the Minister of Transport BRB has guaranteed to the creditors of the
company that BRHL will meet its present liabilities and any further liabilities
which may be incurred up to 31 December 1981. A similar statement appears
in its accounts for earlier years.

3.29. A source and application of funds statement for BRHL for the five
years 1976 to 1980 is set out in Appendix 2.
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