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29 June 2016 
 

Stagecoach Group plc – Preliminary results for the year ended 30 April 2016 
 
 
Results in line with overall expectations 
 
 
Highlights 
 

 Adjusted earnings per share* up 3.7% to 27.7 pence (2015: 26.7 pence)  

 Dividend per share up 8.6% to 11.4 pence (2015: 10.5 pence)  

 £187.0m (2015: £140.9m) net capital investment from strong cash generation 
o Investing in further enhancing customer experience on bus and rail to drive future growth 

 Sale of “retail” part of megabus Europe to FlixBus 

 Actions to stimulate growth in UK Bus: low fares strategy, digital improvements and continued 
investment  

 One of two shortlisted bidders for new South West Trains rail franchise 

 Strong financial position - successful re-financing of £400m bonds 

 No significant change to our expected 2016/17 adjusted earnings per share 
 
 
Financial summary 
 
 Results excluding 

intangible asset expenses 
and exceptional items+ 

Reported results 

Year ended 30 April  2016 2015 
 

2016 2015 
 

     
Revenue (£m) 3,871.1 3,204.4 3,871.1 3,204.4 

     
Total operating profit (£m) 228.8 227.1 171.1 217.9 
Non-operating exceptional items (£m)  - (2.0) (10.6) 
Net finance charges (£m) (41.4) (42.1) (64.7) (42.1) 

Profit before taxation (£m) 187.4 185.0 104.4 165.2 

     
Earnings per share (pence) 27.7p 26.7p 17.1p 24.3p 
Proposed final dividend per share (pence) 7.9p 7.3p 7.9p 7.3p 
Full year dividend per share (pence) 11.4p 10.5p 11.4p 10.5p 

 
 

 

+ see definitions in note 22 to the condensed financial statements 
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Commenting on the results, Chief Executive, Martin Griffiths, said:  
 
"These are a solid set of results, with further revenue and underlying profit growth.  We are experienced at 
managing the challenges we face, and the improvements and changes we are making now should ensure that 
we continue to have a strong portfolio of sustainable and growing businesses for the long-term.  
 
"We are investing for growth and improving the journeys of our customers through new digital tools, smarter 
ticketing, and the introduction of greener and more comfortable buses and trains. At the same time, we are 
taking a prudent approach to controlling costs and ensuring our transport networks meet the changing 
conditions and requirements of our customers.  
 
"Our locally-managed bus companies have strong partnerships with local authorities, allowing them to deliver 
tailored transport solutions to help communities get to work, access health and education, and enjoy shopping 
and leisure. We have been independently assessed as offering the best value fares of any major UK bus 
operator and our customer satisfaction levels are amongst the best in the sector.  
 
"We have confirmed the sale to FlixBus of the retailing part of megabus Europe.  I am pleased that we will 
continue to operate a number of European inter-city coach services as a contractor to FlixBus and we hope to 
build on that new relationship. 
 
“In North America, we have taken steps to match our megabus.com inter-city coach services to changing 
patterns of demand and we are well placed to expand our networks as conditions improve. 
 
“We note the result of the recent referendum in favour of the UK leaving the European Union. As with other 
businesses, we are closely following developments in this area. Although we have little business in Europe 
outside the UK, we acknowledge the referendum result may lead to continuing economic, consumer and 
political uncertainty. 
 
"Like other business sectors, we are affected by reduced public spending and factors in the wider economy, 
such as weakening consumer confidence and slowing growth in both UK GDP and real earnings. Public 
transport also faces the challenge from sustained lower fuel prices, the related effects of car and air 
competition, as well as traveller concerns over global security.  Nevertheless, we have experienced 
management teams who are working hard to stimulate growth and we have not significantly revised our 
expectation of 2016/17 adjusted earnings per share. 
 
"We remain positive on the long-term prospects for public transport and the Group remains in a strong 
financial position." 
 
Copies of this announcement are available on the Stagecoach Group website at 
http://www.stagecoach.com/investors/financial-analysis/reports/2016.aspx 

http://www.stagecoach.com/investors/financial-analysis/reports/2016.aspx
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For further information, please contact: 
 
Stagecoach Group plc  www.stagecoachgroup.com 
 
Investors and analysts 
Ross Paterson, Finance Director 01738 442111 
Bruce Dingwall, Group Financial Controller 01738 442111 
  
  
Media 
Steven Stewart, Director of Communications 01738 442111 or 07764 774680 
John Kiely, Smithfield Consultants 020 7360 4900 
 
Notes to Editors 
 
Stagecoach Group 

 Stagecoach Group is an international public transport group, with extensive operations in the UK, 
mainland Europe, the United States and Canada. The Group employs around 40,000 people, and 
operates around 13,000 buses, coaches, trains and trams.  

 Stagecoach is one of the UK’s biggest bus and coach operators with around 8,500 buses and 
coaches on a network stretching from south-west England to the Highlands and Islands of Scotland. 
Low-cost coach service, megabus.com, operates a network of inter-city services across the UK and 
mainland Europe. 

 Stagecoach is a major UK rail operator, running the South West Trains, Island Line and East Midlands 
Trains networks. It has a 49% shareholding in Virgin Rail Group, which operates the West Coast rail 
franchise.  It also has a 90% shareholding in Virgin Trains East Coast, which operates the East Coast 
rail franchise. 

 Stagecoach operates the Supertram light rail network in Sheffield. 

 In North America, Stagecoach operates around 2,300 buses and coaches in the United States and 
Canada. megabus.com links around 130 key locations in North America. Stagecoach is also involved 
in operating commuter, transit, contracted, charter, airport shuttle and sightseeing services.  
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Preliminary management report for the year ended 30 April 2016 

 
Description of the business 
 
Stagecoach Group plc is a public limited company that is incorporated, domiciled and has its registered office 
in Scotland.  Its ordinary shares are publicly traded and it is not under the control of any single shareholder.  
The Company has its primary listing on the London Stock Exchange.  Throughout this document, Stagecoach 
Group plc is referred to as “the Company” and the group headed by it is referred to as “Stagecoach” or “the 
Group”. 
 
The Group is a leading international public transport group, with extensive operations in the UK, mainland 
Europe, the United States and Canada.  A description of each of the Group’s operating divisions is given on 
pages 3 to 5 of its 2015 Annual Report, and an updated version will be provided in the 2016 Annual Report. 
 
Introduction and overview of financial results 
 
We are pleased to report a solid set of underlying results for the year ended 30 April 2016.   
 
Our priority remains delivering safe, high quality and value-for-money travel for our customers. 
 
Our bus and rail businesses across the UK, mainland Europe and North America have experienced more 
challenging trading conditions over the last six to twelve months. However, we have achieved further revenue 
and underlying profit growth during the year, while the investment and management actions we are taking 
now should help ensure we have a strong, sustainable business for the long-term.  
 
Revenue for the year was up over 20% at £3,871.1m (2015: £3,204.4m). Total operating profit (before 
intangible asset expenses and exceptional items) was up 0.7% at £228.8m (2015: £227.1m). Earnings per 
share before intangible asset expenses and exceptional items were 3.7% higher at 27.7p (2015: 26.7p). The 
results include the contribution from Virgin Trains East Coast, which began operating the East Coast rail 
franchise in March 2015. 
 
The Directors are proposing a final dividend for the year of 7.9p per share (2015: 7.3p) which, if approved, 
would give a total dividend for the year up 8.6% to 11.4p per share (2015: 10.5p). The proposed final dividend 
would be payable on 5 October 2016 to shareholders on the register at 2 September 2016. 
 
A core part of our strategy is ongoing investment in new vehicles, technology and other assets to deliver a 
better experience for our customers. In the year ended 30 April 2016, net capital expenditure was £187.0m 
(2015: £140.9m). Across all of our divisions, we are prioritising investment in measures which will make our 
bus and rail services more attractive, easier to use and generate future growth.  
 
Our locally-managed bus companies in the UK have strong partnerships with local authorities. We believe this 
approach will continue to offer the best and most sustainable bus networks in the future, particularly against a 
backdrop of tight public sector funding.  In light of that, we are cautious regarding the proposals on the Bus 
Services Bill, which the UK Government introduced in May 2016, and we will maintain our engagement with 
Government to discourage it from introducing measures that would hinder the continued development of bus 
services.   
 
Revenue growth in the UK Bus (regional operations) Division over the last year has been low.  In light of that, 
we have kept recent fare increases to a minimum and are seeking to stimulate demand through those low fare 
increases, enhanced marketing and the further development and promotion of our digital offering. 
 
In the trading update we published in April 2016, we noted that the outlook for the UK rail industry was more 
challenging than it was a year ago and that the overall industry rate of revenue growth had slowed.  We are 
working hard to deliver on our franchise obligations and to improve the financial prospects of the Division.  We 
have taken and will take further steps to mitigate the effects of lower revenue growth, focusing on cost control 
and additional initiatives to grow revenue.  We continue to work constructively with the Department for 
Transport and other industry partners to meet out obligations, manage contract changes and ensure the 
continued stability and growth of our rail businesses. 
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We have confirmed the sale of our megabus.com inter-city coach retailing operations for journeys involving 
mainland Europe.  That retailing business has been sold to FlixBus, a retailer of inter-city coach services 
across a number of countries in Europe.  The Group will continue to operate a number of inter-city coach 
services on behalf of FlixBus and we look forward to building on that new partnership.  The Group’s 
megabus.com services within the UK and North America are not part of the sale. 
 
In North America, we have taken steps to match our megabus.com inter-city coach services to changing 
patterns of demand and are well placed to expand our networks as conditions improve. 
 
After almost nine years on the Board, Garry Watts has stepped down as the Company's Deputy Chairman 
and Senior Independent Director and will leave the Board on 31 July 2016. Non-Executive Director, Will 
Whitehorn, has assumed the role of Deputy Chairman and Senior Independent Director.   Helen Mahy 
stepped down from the Board to become a non-executive director of SSE plc, while Phil White has resigned 
from the Board to reduce his public company directorships and to pursue other interests. The Board would like 
to thank Garry, Helen and Phil for their valuable service over several years. We are pleased to have 
welcomed James Bilefield and Karen Thomson to the Board as non-executive directors. Both have a strong 
background in digital businesses, as well as broader business expertise, and will be great assets as we 
deliver on our strategy to transform our customers' experience and harness the significant potential of new 
technology to help grow our business.  We are also pleased to have announced the proposed election of Ray 
O’Toole as a non-executive director effective from 1 September 2016.  Ray will bring further, extensive 
experience of the transport sector to the Board and it is planned that he will chair the Health, Safety and 
Environmental Committee. 
 
We remain proud of the commitment and professionalism of our employees across the Group. They make a 
significant contribution to the high levels of passenger satisfaction at our companies and our efforts as a 
responsible business to deliver on our sustainability targets around carbon, water and waste. 
 
We have made a satisfactory start to the year ending 30 April 2017, although it is still early in the year.  While 
trading remains challenging, we have not significantly changed our expectation of adjusted earnings per share 
for the year ending 30 April 2017.  We remain positive on the strong long-term prospects for public transport.  
Public transport can help address the challenges and secure the opportunities presented by population 
growth, greater urbanisation, rising road congestion, environmental concerns and advances in technology.  
What is important, therefore, is that we continue to manage the Group in view of those longer term prospects 
and take the right actions in these more challenging times to ensure the Group is best positioned to capitalise 
on the longer term opportunities.   
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Revenue by division is summarised below: 
 
 
REVENUE 
Year to 30 April  2016 2015 

Functional 
currency 

2016 2015 Growth 

 £m £m Functional currency (m) % 

Continuing Group operations       

UK Bus (regional operations) 1,032.8 1,036.3 £ 1,032.8 1,036.3 (0.3)% 

megabus Europe 18.4 9.2 £ 18.4 9.2 100.0% 

UK Bus (London)  267.1 260.6 £ 267.1 260.6 2.5% 

North America  430.9 425.4 US$ 647.7 680.1 (4.8)% 

UK Rail 2,129.1 1,478.4 £ 2,129.1 1,478.4 44.0% 

Intra-Group revenue (7.2) (5.5) £ (7.2) (5.5)  

Group revenue 3,871.1 3,204.4     

 
Operating profit by division is summarised below:  
 
 
OPERATING PROFIT 
Year to 30 April 

2016 
 

2015 
 

 
 

Functional 
currency 

2016 
 

2015 
 

 £m % margin £m % margin Functional currency (m) 

Continuing Group operations        

UK Bus (regional operations) 137.3 13.3% 145.3 14.0% £ 137.3 145.3 

megabus Europe (24.1) (131.0)% (4.2) (45.7)% £ (24.1) (4.2) 

UK Bus (London) 20.2 7.6% 26.3 10.1% £ 20.2 26.3 

North America  18.9 4.4% 22.1 5.2% US$ 28.4 35.3 

UK Rail 66.7 3.1% 26.9 1.8% £ 66.7 26.9 

Group overheads (11.9)  (13.9)     

Restructuring costs (3.1)  (0.8)     

 204.0  201.7     

Joint ventures – share of profit after tax        

Virgin Rail Group 24.2  22.3     

Citylink 1.4  1.1     

Twin America (0.8)  2.0     

Total operating profit before intangible 
asset expenses and exceptional items 228.8  227.1 

    

Intangible asset expenses (15.8)  (11.9)     

Exceptional items (41.9)  2.7     

Total operating profit: Group operating 
profit and share of joint ventures’ 
(loss)/profit after taxation 171.1  217.9 
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UK Bus (regional operations) 

 
Financial performance 
 

The financial performance of the UK Bus (regional 
operations) Division for the year ended 30 April 2016 is 
summarised below: 
 
Year to 30 April 2016 

£m 
2015 
£m 

Change 

Revenue 1,032.8 1,036.3 (0.3)% 

Like-for-like* revenue 1,029.2 1,034.0 (0.5)% 

Operating profit* 137.3 145.3 (5.5)% 

Operating margin* 13.3% 14.0% (70)bp 

 
The above figures exclude the results of the 
megabus.com inter-city coach business involving 
mainland Europe, which has now been reported as a 
separate operating segment.  Taking megabus Europe 
and the UK Bus (regional operations) Division together, 
like-for-like revenue growth was 0.4%.  As megabus 
Europe has developed, we have reported that business 
within the results of the UK Bus (regional operations) 
Division. Reflecting its growth, we now report the 
business as a separate operating segment to provide a 
clearer view of its financial performance distinct from the 
UK businesses.  The prior year figures for the UK Bus 
(regional operations) Division have been re-stated to 
exclude megabus Europe. 
 
While the operating profit for the year ended 30 April 
2016 of £137.3m fell short of the target we set at the 
start of the financial year, the UK Bus (regional 
operations) Division remains a strong business.  
Operating margin was over 13% and the business 
continues to generate a double-digit percentage annual 
rate of return on capital. 
 
Revenue and operating profit in the year was adversely 
affected by a number of factors including lower 
underlying demand; the effects of severe weather in late 
2015 and early 2016 particularly in Cumbria, Scotland 
and Greater Manchester; and severe road congestion 
especially in Manchester.   In our view, the lower 
underlying demand partly reflects a deterioration in 
provincial high streets coupled with a rise in online 
shopping and we continue to review and adjust our bus 
networks to respond to that trend. 
 
Revenue fell year-on-year reflecting the above factors 
as well as contract and tender losses.  The year-on-year 
reduction in operating profit reflects the revenue decline 
in the year with savings in fuel costs being insufficient to 
offset inflation in other costs, particularly staff costs.  
 

                                                 
* See definitions in note 22 to the condensed financial 

statements 

Like-for-like revenue can be analysed as follows: 
 
Year to 30 April 2016 

£m 
2015 
£m 

Change 

Commercial on and 
off bus revenue 

 
604.0 

 
600.6 

 
0.6% 

Concessionary 
revenue 

 
247.7 

 
248.7 

 
(0.4)% 

Tendered and school 
revenue 

 
111.0 

 
116.1 

 
(4.4)% 

Contract revenue 39.5 41.5 (4.8)% 

megabus.com UK 24.1 23.1 4.3% 

Hires and excursions 2.9 4.0 (27.5)% 

Like-for-like revenue 1,029.2 1,034.0 (0.5)% 

 
Like-for-like revenue excludes the revenue earned in the 
prior year from contracts to provide transport for the 
Commonwealth Games in Glasgow.  
 
Overall like-for-like revenue fell 0.5% and estimated 
passenger journeys on an equivalent basis fell 0.8%. 
After normalising on a pro rata basis for the extra leap 
day year in 2016, the equivalent revenue and journey 
declines were 0.7% and 1.0% respectively. 
 
Commercial revenue (i.e. revenue earned directly from 
fare-paying passengers) grew in the year but this was 
offset by weakness in the other categories of revenue.  
Concessionary revenue fell modestly, with lower journey 
numbers and continued pressure from local authorities 
to minimise the rates they pay us for carrying older 
people and people with disabilities, free of charge to the 
passenger. Revenue from tendered and school services 
provided under contract declined, as a result of local 
authorities reducing spending on supported services due 
to budget constraints.  Revenue from other contracts, 
hires and excursions also fell in the year, which partly 
reflects the megabus sleeper services that we formerly 
operated under contract for Scottish Citylink being 
directly operated on our own behalf from January 2015. 
 
Lower oil prices have reduced the marginal cost of 
operating a car and while we believe that the impact of 
that on the Division’s revenue has been proportionately 
less than we have seen in North America, our market 
research indicates that there has been some adverse 
effect. 
 
Road works and increasing road congestion have also 
had some negative impact on revenue.   The bus can 
help in addressing road congestion if local authorities 
work in partnership with bus operators including in 
respect of bus priority measures. 
 
Excluding concessionary volumes, estimated like-for-like 
passenger journeys fell by around 0.2%.   In some of our 
regional bus companies, estimated journey growth was 
over 4%.  We continue to see growth rates vary across 
the country with local economic conditions having a 
significant effect.   
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The decrease in operating margin was built up as 
follows: 
 
Operating margin – 2014/15 14.0% 
 
Change in: 

 

Staff costs (2.1)% 
Fuel costs 1.4% 
Insurance and claim costs 0.5% 
Other (0.5)% 

Operating margin – 2015/16 13.3% 

 
The main changes in the operating margin shown above 
are: 
 

 Staff costs, including pension costs, rose by more 
than inflation, whereas revenue growth has been 
more modest. 

 Fuel costs have reduced reflecting market fuel 
prices and our fuel hedging programme. 

 Insurance and claims costs have reduced due to 
lower costs on the self-insured portion of claims. 

 
Our costs remain generally well controlled, which has 
allowed us to keep recent fare increases to a minimum.  
Our fuel costs have reduced this year and are forecast 
to reduce again in 2016/17, reflecting the profile of our 
fuel hedging programme.  Staff costs, which are the 
biggest component of our cost base, have increased in 
line with our expectations.  Only a small minority of our 
employees previously received a wage rate below the 
new National Living Wage that applies from April 2016 
but we remain mindful that the introduction of and 
subsequent increases in the National Living Wage could 
add to wage inflation generally across the UK.  We will 
also incur increased payroll tax costs when the new 
Apprentice Levy is imposed from April 2017.  We still 
anticipate that any increased wage inflation will be 
manageable over the coming years as part of our usual 
management of costs.   
 
Customer improvement initiatives 
 
We are continuing to invest in enhancing the quality of 
our UK bus and coach services, and in initiatives to 
further increase customer satisfaction. Around 480 new 
buses and coaches will be introduced in 2016/17 at a 
cost of nearly £100m, with most built by UK 
manufacturers.  
 
During the year ended 30 April 2016, we launched a 
new mobile website as part of our digital investment 
programme. Stagecoach bus passengers are benefiting 
from easier journeys through the new website, which 
allows customers to check live running times for their 
services and buy travel straight from their smart phone. 
We will introduce further digital investments, including 
an app for our local bus customers, later this year.  
 
Stagecoach and other major bus operators delivered on 
their pledge to introduce smart multi-operator bus 
ticketing in all nine of England's smart city regions 
during the year. In addition, Stagecoach is working with 
other bus companies to explore the introduction of next 
generation contactless travel across all of Britain’s 
buses and to deliver multi-operator smart ticketing 
across Scotland's largest cities during 2016/17. The 
project in Scotland is expected to extend to rail, ferries 
and the Glasgow Underground.  

Our strong focus on our customers is reflected in the 
latest Independent Transport Focus satisfaction data. 
Passengers rated Stagecoach the best value major bus 
operator in Britain for the third consecutive year and our 
services were given an approval rating of 86%. The 
research also highlighted the impact of road congestion 
on bus passenger satisfaction and we are pursuing this 
issue with local authorities. 
 
We are also continuing to develop our customer offer for 
our express coach customers in the UK. Customers 
using Oxford Tube, our London-Oxford frequent express 
coach service, are now benefiting from a new mobile 
phone app. We have invested further in new vehicles for 
key inter-urban express routes in Scotland and the 
launch of a new premium coach service in the south-
west of England.   
 
Enhanced partnerships 
 
We continue to believe that enhanced partnership 
working is central to the future growth of bus use. In the 
past year, we have built on our strong existing links and 
have worked with other private bus operators and public 
sector transport authorities to launch new bus alliances 
in Merseyside, the West Midlands and Yorkshire. These 
alliances have set ambitious targets to generate growth 
and make bus a transport mode of choice for more 
people through investment in new vehicles, multi-
operator smart ticketing and network improvements. 
 
Regulatory matters 
 
The UK Government has now published a Bus Services 
Bill as part of its plans to devolve a range of powers and 
funding to regional authorities. We welcome the strong 
focus and encouragement in the Bill on strengthened 
partnership working between local transport authorities 
and local bus companies. We share the Government's 
view of the value of joint working to address bus quality, 
accessibility and reliability. This proven and successful 
approach allows partners to deliver more collectively 
than they can alone, and at better value for taxpayers 
than other approaches. 
 
The Bill also proposes to give powers to some English 
local authorities outside London to introduce bus 
franchising. We note that the planned legislation does 
not impose this approach. Any planned franchising 
scheme would require the development of a business 
case, which would be subject to assessment, audit and 
consultation. In addition, authorities other than a 
mayoral combined authority would need the approval of 
the Secretary of State for Transport to implement a bus 
franchising scheme.  
 
In the majority of the geographic areas served by our 
regional bus operations, there is no major pressure for 
bus franchising. It is also likely to be some years before 
any significant bus franchising, if proposed, is 
implemented. We do, however, recognise that any 
franchising scheme introduced outside London may 
have the potential to affect the profitability of our bus 
business. 
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The Bill states that a transport authority’s assessment of 
a proposed franchising scheme would need to consider 
several factors: whether the proposal would contribute to 
the implementation of the authority's policies, how the 
scheme would operate, whether it would be affordable 
and represent value-for-money, and the likelihood that 
the authority would be able to secure the proposed local 
services. However, we believe the Bill requires tougher 
taxpayer safeguards, steps to ensure greater 
transparency and clearer legal protections to prevent a 
franchising authority from pressing ahead with a scheme 
that does not meet key tests. We note that last year a 
scheme proposed by the North East Combined 
Authority, the only fully worked up proposal for bus 
franchising in the UK outside London, failed on 
numerous counts to meet the applicable statutory tests 
under current legislation. This is clear evidence of the 
value and need for proper protections. 
 
Stagecoach is proud to offer the best value fares of any 
major bus operator in the country. We are also investing 
in new digital solutions for our customers and playing a 
leading industry role in the delivery of smart ticketing. 
We support the Government's objectives around open 
data on information and ticketing. This can deliver 
significant benefits to passengers through the 
development of new apps and we have already started 
the process to proactively make this data available.  
 
We support the principle of devolution and the growth 
ambitions of regions across the country. Public transport 
in general and buses specifically are a key part of 
making that a reality. However, devolution must be 
about practical improvements, not just new structures. 
The ultimate objective should be to improve the wider 
environment for buses and support efforts to make bus 
travel a real and attractive alternative to car use. Bold 
and urgent measures are required to tackle the road 
congestion crisis and associated pollution which is 
damaging the health and well-being of our local 
communities and our economy, otherwise the benefits of 
devolution for public transport will not be realised. We 
will continue to monitor and help inform the progress of 
the Bus Services Bill, together with any associated 
secondary legislation and guidance issued by the 
Department for Transport. 
 
Outlook 
 
We continue to expect underlying revenue growth from 
our local bus services to remain modest in the short-
term. We have kept recent fare increases to a minimum 
and are seeking to stimulate demand through those low 
fare increases, enhanced marketing and the further 
development and promotion of our digital offering. 
Modest revenue growth is balanced with costs 
continuing to be well controlled and with some further 
reduction in fuel costs anticipated.  Given that, we have 
not significantly changed our expectation of the 
Division’s operating profit for the year ending 30 April 
2017 since our last update on trading. 

megabus Europe 

 
Financial performance 

 
The financial performance of the megabus Europe 
Division for the year ended 30 April 2016 is summarised 
below: 
 
Year to 30 April 2016 

£m 
2015 
£m 

Change 

Revenue and like-for-
like revenue 

18.4 9.2 100.0% 

Operating loss (24.1) (4.2) (473.8)% 

Operating margin (131.0)% (45.7)% (8530)bp 

 
megabus Europe has delivered further revenue growth 
in the year as it expanded its network of inter-city coach 
services between the UK and mainland Europe, and 
within mainland Europe. 
 
The operating loss for the year of £24.1m is higher than 
we forecast at the start of the year.  Around half of that 
variance is due to us adding further inter-city services 
that were not anticipated at the start of the year, 
principally in response to the de-regulation during the 
year of inter-city coach services in France.  The 
remainder of the variance is due to higher than forecast 
losses on the services we planned to operate.  We 
continue to see an impact from low fuel prices, strong 
competition from other inter-city transport operators and 
also, we believe that the high profile terrorist attacks that 
occurred in Paris and Brussels during the year 
discouraged some travellers from visiting major 
European cities and therefore had an adverse impact on 
the Division’s revenue.   
 
megabus Europe sells inter-city coach journeys to 
customers (primarily through its own websites) and 
operates most of the coach services that provide those 
journeys.  Others in the market, such as FlixBus, sell the 
journeys and sub-contract the operation of the coach 
services.  We have agreed to sell the retailing part of 
megabus Europe to FlixBus, who will contract us to 
operate a number of ongoing coach services.  The sale 
will complete on or around 1 July 2016.  We look 
forward to building on that new partnership with FlixBus. 
 
The agreed amount of the consideration for the sale of 
the retail operations will be satisfied by the issue of a 
loan note from FlixBus to Stagecoach at completion.  
We expect the loan note to be fully settled by the end of 
2017.  Payment of the loan note is not subject to any 
conditions or performance criteria which need to be 
fulfilled.  We have additionally agreed to transfer 
vehicles at a future date to FlixBus or other parties 
nominated by it.  The Group expects to report an 
exceptional gain on the disposal of the business.  In 
addition, the Group expects to profitably operate a 
number of inter-city coach services on behalf of FlixBus 
for at least a further three years.   
 
megabus.com services operating wholly within the UK or 
North America are not part of the sale to FlixBus. 
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Outlook 
 
megabus Europe has continued to incur losses into the 
new financial year ending 30 April 2017.  Those ongoing 
operating losses should cease with the sale of the retail 
business.   The Group may incur some costs as a result 
of the sale and such costs will form part of the 
calculation of the overall gain on disposal of the 
business. 
 
UK Bus (London) 
 

Financial performance 
 
The financial performance of the UK Bus (London) 
Division for the year ended 30 April 2016 is summarised 
below: 
 
Year to 30 April 2016 

£m 
2015  
£m 

Change 

Revenue and like-for-
like revenue 

267.1 260.6 2.5% 

Operating profit 20.2 26.3 (23.2)% 

Operating margin 7.6% 10.1% (250)bp 

 
The Division continues to perform in line with our 
expectations.  During the year, we have experienced a 
small net reduction in contracts with Transport for 
London. However, we believe our strategy of bidding 
prudently is the right one for the long-term sustainability 
of the business.  
 
Road works remain a significant operational challenge. 
A recent study by INRIX suggested that planned road 
works in London had increased by 362% since 2012 
and, together with a rise in light goods vehicles was the 
major cause of increased road congestion.  However, 
there are signs that the impact of major road work 
schemes is starting to ease as these move towards 
completion. An improved operating environment should 
also be a positive factor in determining financial 
performance, including quality incentive income. 
 
The reduction in operating margin was built up as 
follows: 
 
Operating margin – 2014/15  10.1% 
Change in:  

Insurance and claims costs (1.2)% 
Prior year gain on sale of property (0.6)% 
Staff costs (1.4)% 
Materials and consumables (0.6)% 
Fuel costs 1.8% 
Other (0.5)% 

Operating margin – 2015/16 7.6% 

 
The prior year margin benefited from one-off items in 
respect of a £3.0m insurance provision release and a 
£1.5m gain on disposal of a depot.  
 
The reduction in quality incentive income has also 
impacted the Division’s operating margin. Staff, and 
certain other costs, that increase with the vehicle 
mileage operated have increased at a faster rate than 
revenue as a result of the reduced quality incentive 
income. The resulting reduction in margin has been 
partially offset by the lower fuel costs, which reflect 
market fuel prices and our fuel hedging programme. 
 
 

Outlook 
 
The outlook for the London Bus operations is positive 
with continuing good profitability expected from our 
portfolio of contracts with Transport for London.  We still 
aim to deliver long-term operating margins of 7% or 
more. 
 
New development land is being made available for 
residential housing projects in East London to 
accommodate the capital’s growing population. This is 
expected to lead to the procurement of new or extended 
contracts by Transport for London in the next few years. 
We are well-placed to benefit from this expansion and 
have available depot capacity to accommodate new 
contract wins. 
 
North America 

 
Financial performance 
 
The financial performance of the North America Division 
for the year ended 30 April 2016 is summarised below: 
 
Year to 30 April 2016 

US$m 
2015  

US$m 
Change 

 

Revenue 647.7 680.1 (4.8)% 

Like-for-like revenue 656.2 680.1 (3.5)% 

Operating profit 28.4 35.3 (19.5)% 

Operating margin 4.4% 5.2% (80)bp 

 
Trading in our North America Division continues to be 
affected by lower fuel prices which are impacting 
demand for inter-city coach services.  The operating 
profit for the year of US$28.4m is in line with our recent 
expectations, and the reduction in the year is mainly due 
to lower operating profit from megabus.com reflecting 
the low fuel prices. 
 
We have revised our revenue categories in the year to 
try to better reflect the different risk-reward profiles of 
the various components of the Division’s revenue.  Like-
for-like revenue, using the new categorisation, was built 
up as follows: 
 
Year to 30 April 2016 

US$m 
2015 
US$m 

Change 

Megabus.com 206.8 222.5 (7.1)% 
Scheduled service    
 - Commercial 

revenue 
157.5 162.3 (3.0)% 

 - Support from 
local authorities 

19.0 17.6 8.0% 

Charter 125.5 127.9 (1.9)% 
Contract services 118.8 118.2 0.5% 
Sightseeing and tour 28.6 31.6 (9.5)% 

Like-for-like revenue 656.2 680.1 (3.5)% 

 
The fall in oil prices has continued to impact demand 
adversely for our megabus.com inter-city coach 
services, with like-for-like revenue at megabus.com 
North America being 7.1% below last year.  The 
megabus.com revenue figures now include revenue 
from megabus.com branded services in Canada, which 
were originally operated under different brands. 
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During the year, we reduced the mileage operated by 
megabus.com to better match changed levels of 
demand and have launched a new marketing campaign 
to capitalise on the 10th anniversary of the 
megabus.com brand in North America, with a particular 
focus on digital channels. 
 
The reduced scheduled service revenue includes the 
adverse effect on demand for some services resulting 
from the strong US dollar impacting the number of 
European visitors to the US and spending by those 
visitors.  Our scheduled services to and from the major 
Woodbury Commons retail outlets centre, for example, 
have seen revenue decline.  We have also seen some 
decline in revenue on certain scheduled, airport express 
services reflecting competition and reduced visitor 
numbers. 
 
Charter revenue reduced during the year, partly 
reflecting decreased volumes from a major customer in 
Canada. 
 
Contract revenue includes transit contracts operated by 
us for local authorities, akin to the business of our UK 
Bus (London) Division.  Some of those contracts were 
not retained when re-tendered resulting in reduced 
revenue but the contracts lost did not earn a significant 
profit.  This loss of transit contracts has been offset by 
other new contract work secured.  
 
The sharp fall in sightseeing and tour revenue reflects 
weak trends in that market, particularly in the highly 
competitive markets in which we operate “hop-on, hop-
off” sightseeing tours.    
 
The decrease in operating margin was built up as 
follows: 
 
Operating margin – 2014/15 5.2% 
Change in:  

Staff costs (1.0)% 
Depreciation (0.8)% 
Fuel costs 1.6% 
Insurance and claim costs (0.5)% 
Other  (0.1)% 

Operating margin – 2015/16 4.4% 

 
The main changes in the operating margin shown above 
are: 
 

 Staff costs have declined at a slower rate than the 
fall in revenue. After adjusting for vehicle mile 
reductions, staff costs have increased in line with 
inflation. 

 Depreciation costs have increased as expected, 
given we have largely maintained the size of our 
fleet, which provides us with the flexibility to 
increase mileage in response to market conditions 
and customer demand. 

 Fuel costs have reduced reflecting market fuel 
prices and our fuel hedging programme. 

 Insurance claim costs increased as a percentage of 
revenue as we continue to see inflation in US 
claims costs. 

Regulatory matters 
 
We welcome the passing in December 2015 of the 
Fixing America's Surface Transportation (FAST) Act, 
which brings certainty to United States federal surface 
transportation spending through to 2020. As well as 
addressing improvements to key highway infrastructure, 
it recognises the key contribution of motor coaches to 
the economy, provides for greater input from operators 
in the transportation planning process, and supports 
public-private partnership initiatives and intermodal 
connectivity between passenger rail and inter-city buses. 
 
Outlook 
 
Oil prices fell sharply towards the end of 2014 with a 
consequential adverse effect on megabus.com revenue.  
While US “at the pump” gas prices remain below the 
prices of a year ago, the business remains profitable 
and we have operational plans in place and fleet 
capacity to grow the business if and when we see 
revenue recover.  However, megabus.com revenue 
trends are not yet improving to the extent we had 
anticipated and we have revised our forecast 2016/17 
North America operating profit accordingly. 
 
We continue to seek to improve the profitability of the 
rest of the North American business by remaining 
focused on further improving the customer experience.  
We see opportunities for new contracts wins but will 
remain disciplined in ensuring that our contract bids 
remain designed to deliver a satisfactory rate of return 
on capital. 
 
UK Rail 

 
Financial performance 
 
The financial performance of the UK Rail Division 
(excluding exceptional items) for the year ended 30 April 
2016 is summarised below: 
 
Year to 30 April  2016 

£m 
2015  
£m 

Change 

Revenue  2,129.1 1,478.4 44.0% 

Like-for-like revenue 1,398.8 1,360.4 2.8% 

Operating profit 66.7 26.9 148.0% 

Operating margin 3.1% 1.8% 130bp 

 
The UK Rail Division has performed well during the 
year, which includes the first full year of operating the 
Virgin Trains East Coast franchise.  However, the 
outlook for the UK rail industry has become more 
challenging in recent months.  Revenue growth in our 
UK Rail Division slowed significantly in the second half 
of the year ended 30 April 2016.  We believe the 
reduced rate of growth reflects the effects of weakening 
consumer confidence, increased terrorism concerns, 
sustained lower fuel prices, the related effects of car and 
air competition, slower UK GDP growth and slowing 
growth in real earnings. 
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East Midlands Trains 
 
Revenue at East Midlands Trains grew 4.1% in the year.   
The business is delivering a strong financial 
performance and a share of that strong performance is 
being paid to the Department for Transport under the 
franchise “profit share” arrangement.  That arrangement 
also provides some financial protection to the business if 
future revenue is less than currently anticipated 
because, all other things being equal, the revenue 
shortfall would be partly offset by profit share payments 
also being lower than currently anticipated. 
 
In September 2015, the Group agreed a new East 
Midlands Trains franchise with the Department for 
Transport, which commenced on 18 October 2015 and 
is scheduled to run until 4 March 2018. The Department 
for Transport has the option to extend the contract by up 
to one year on commercial terms that have been 
agreed, and the Department has already indicated that it 
expects the franchise to run until at least July 2018. East 
Midlands Trains remains Britain’s most punctual long-
distance train operator and passengers are benefitting 
from the previously announced investments of around 
£13m under the new agreement.  
 
We have made a good start to the new franchise and 
have launched a new mobile app to make travel easier 
for our customers and support our growth plans. We 
recently launched a new marketing campaign, including 
regional TV, direct mail and digital advertising, to 
promote our strong customer service offer. Investment is 
continuing in improved stations, such as the introduction 
of new cycling facilities. 
 
South West Trains 
 
South West Trains’ revenue grew by 2.4% in the year.  It 
currently receives revenue support from the Department 
for Transport such that any future shortfall in revenue 
versus our current expectation would be 80% offset by 
increased revenue support income from the Department. 
 
South West Trains is progressing a previously 
announced £50m package of investment. In December 
2015, we launched extra services and new links to 
London for many communities across the West of 
England, as well as other improvements, as part of the 
introduction of an improved timetable. Working with the 
Department for Transport and Network Rail, South West 
Trains has announced the start of an £800m investment 
programme to provide an overall 30% increase in peak 
time capacity by 2019. It includes an expanded and 
improved London Waterloo station, a new fleet of 
Siemens built Class 707 trains, extended platforms at 10 
stations for longer trains on the Reading line, 
improvements to depots and maintenance facilities, and 
new technology to boost the efficiency and punctuality of 
our fleet.  
 
We note the Government consultation on high-level 
plans for rail services that operate mostly or wholly 
within the Greater London boundary to transfer to 
Transport for London, which could include inner 
suburban rail services operating out of London Waterloo 
that currently form part of the South West Trains 
business.  Although this transfer will not happen during 
our current franchise term, we will continue to monitor 
developments and press the case for any decisions to 

balance long-term capacity improvements for 
customers, continued value for money for taxpayers, 
and the retention of the benefits of an integrated rail 
network. 
 
Virgin Trains East Coast 
 
We began operating the Virgin Trains East Coast 
franchise in March 2015, in which we have a 90% 
interest, and have made significant strides in the 
delivery of our planned £140m programme of investment 
to transform customer journeys.   Although, as expected, 
our initiatives have yet to have a significant impact on 
revenue, the business’ revenue did grow by 5.2% in the 
year. 
 
Virgin Trains East Coast does not benefit from revenue 
support in the form received by South West Trains and 
nor is it currently making profit share payments like East 
Midlands Trains.  Accordingly, its future profitability is 
more exposed to changes in forecast revenue than the 
revenue of those other franchises.  However, we are 
pursuing a wide range of actions to grow the business. 
 
In the first 12 months of the franchise, we have invested 
almost £18m.  Customer-focused investment is 
delivering new interiors across the existing train fleet, 
including leather seats in First Class and new seats and 
carpets in Standard class. We have also unveiled the 
first of our new fleet of Azuma trains which are set to 
revolutionise travel on the East Coast franchise from 
2018. A fleet of 65 trains will provide 12,200 extra seats 
under a new and expanded timetable, increasing peak 
capacity into King’s Cross station in London by around 
28% as well as cutting journey times. We have already 
launched new routes from Sunderland and Stirling, as 
well as more than 40 additional services a week 
between Edinburgh and London, amounting to 22,000 
extra seats per day. Eight lounges have been 
transformed at stations between London and Edinburgh, 
doubling the seating capacity and offering an improved 
environment for our customers. We have also started a 
trial of paperless m-Tickets, which provide customers 
with a barcode that can be scanned directly from a 
smart phone or tablet.  These are just some of the many 
initiatives that we are pursuing to improve the customer 
experience and grow revenue. 
 
In May 2016, the Office of Road and Rail (“the ORR”) 
approved the application made by Virgin Trains East 
Coast to run new services between London and 
Edinburgh, Harrogate, Lincoln and Middlesbrough. 
These services formed part of our successful bid for the 
East Coast rail franchise.  Virgin Trains East Coast’s 
core existing timetable has been approved from 
December 2017 when the current access contract 
expires. In addition, it has been granted firm rights for 
service extensions to Bradford, Lincoln and Harrogate 
from May 2019, and for Edinburgh and Middlesbrough 
from May 2021.  
 
The ORR has also approved an application from another 
train operator to run open access train services between 
London and Edinburgh with firm rights from May 2021. 
As noted by the ORR, when these services commence 
they are expected to impact revenue from Virgin Trains 
East Coast services, although we also note that it is not 
certain that the infrastructure will be in place to reliably 
accommodate all of the approved services.  We do not 



Stagecoach Group plc – Preliminary results for the year ended 30 April 2016 13 

believe the granting of open access services within a 
franchised system and without a level playing field is in 
the best interests of passengers, taxpayers or 
communities.  We are assessing the ORR decision and 
implications in detail and reviewing our options. 
 
Rail industry structural and regulatory matters 
 
We note the publication of the Shaw review on the future 
shape and funding of Network Rail. The report has 
recommended “route devolution” to give parts of the rail 
network more power. It suggested Network Rail’s eight 
regions should also be required and empowered to find 
local sources of funding and financing. Options include 
allowing private firms to run part of the rail network for a 
fixed period. We believe that any future structure and 
approach should support the delivery of a more 
integrated rail service, with decision-making which puts 
the interests of customers first and delivers a more 
optimal and efficient management of the network. 
Separately, the Competition and Markets Authority 
(“CMA”) has concluded a project looking at the 
possibilities for introducing greater competition between 
passenger train operators. The CMA said that, for the 
major inter-city routes, increasing the number of open 
access services or splitting franchises offered the most 
immediate benefits from increased competition, but that 
a move towards a system of multiple licensed operators 
replacing franchises could also be worth consideration in 
the future. As Stagecoach and our partners Virgin have 
previously made clear, competition for the market 
through franchising has a proven track record of 
delivering improved customer service and good value for 
taxpayer investment. We do not believe a hybrid model 
of franchised and open access operators on the same 
network offers either a level playing field or the best use 
of limited network capacity. For inter-city networks, 
however, we believe a licensing system could boost 
competition and bring benefits to both passengers and 
government. 
 
Franchising update 
 
Stagecoach Group is one of two operators to have been 
shortlisted by the Department for Transport for the new 
South Western rail franchise, which is expected to start 
in June 2017. We are proud to have operated the 
network under the South West Trains brand since 1996. 
We are already well underway with the development of 
our plans to build on that success. Our detailed 
knowledge of the business places us in a strong position 
to bid for the new franchise and we expect a new 
operator to be selected in early 2017.  
 
During the year ended 30 April 2016, the Group was a 
40% partner in a joint venture with Abellio, which was 
shortlisted to bid for a new East Anglia rail franchise.   
We were unable to reach an agreement with Abellio on 
elements of the proposed bid and took a decision not to 
proceed with an equity participation in the bid.   
 
We will continue to consider other rail bidding 
opportunities that we believe will deliver benefits to 
passengers and add value for our investors. 

Outlook 
 
The slower UK Rail revenue growth experienced in the 
second half of the financial year ended 30 April 2016 
has continued, and the financial outlook for the year 
ahead is somewhat uncertain.  We therefore remain 
cautious and have updated our forecast of 2016/17 UK 
Rail operating profit accordingly.  We will continue to 
focus on delivering our commitments and driving growth. 
 
 
Joint Ventures 
Virgin Rail Group 
 

Financial performance 
 
The financial performance of the Group’s Virgin Rail 
Group joint venture (excluding exceptional items) for the 
year ended 30 April 2016 is summarised below: 
 
Year to 30 April 
49% share: 

2016 
£m 

2015 
£m 

Revenue  525.3 510.3 

Operating profit 32.6 28.0 

Net finance income 0.7 - 

Taxation (9.1) (5.7) 

Profit after tax 24.2 22.3 

Operating margin 6.2% 5.5% 

 
Virgin Rail Group's West Coast rail franchise continues 
to perform strongly and that is benefitting taxpayers 
through profit share payments by the business to the UK 
Department for Transport.  The Department for 
Transport has formally extended the current franchise, 
which commenced in June 2014, to run until 31 March 
2018 on the commercial terms already agreed.  
 
The Group’s share of the results of Virgin Rail Group is 
based on the management accounts of Virgin Rail 
Group to the period end that falls closest to the Group’s 
balance sheet date of 30 April.  The Group’s results for 
the year ended 30 April 2015 incorporate its share of 
Virgin Rail Group’s results for the period from 27 April 
2014 to 2 May 2015 and for the year ended 30 April 
2016, incorporate its share of Virgin Rail Group’s results 
for the period from 3 May 2015 to 30 April 2016.   The 
impact on the Group’s share of Virgin Rail Group’s profit 
and net assets of using these period rather than the 
years ended 30 April is not material.  However, the 
revenue figures reported above are affected.  After 
normalising the revenue to an equivalent number of 
days in each year, the estimated revenue growth was 
around 5%. 
 
Virgin Trains West Coast has continued to work to 
improve customers’ experience and grow revenue 
notwithstanding that its current franchise now has less 
than two years to run.  The revenue growth in the year 
has been supported by continued investment in 
marketing, new ticket gates at key stations and the 
conversion of one carriage (coach G) on each of the 21 
nine-carriage trains from a first class carriage to a 
standard class carriage.  Revenue in the second half of 
the year was adversely affected by the closure of a 
viaduct in south Scotland on the main West Coast 
mainline. However, the business received contractual 
compensation from Network Rail in respect of that. 
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In October 2015, Virgin Trains West Coast became the 
first train company to automatically compensate some 
customers if they are delayed.  A customer who buys an 
Advance ticket through virgintrains.com or the app will 
automatically receive money directly back onto his or 
her payment card when their train service is delayed by 
30 minutes or more. Virgin Trains West Coast also 
introduced a new text-messaging service offering 
personalised, customised boarding information. It is 
available for people booking on the Virgin Trains website 
travelling with Virgin Trains from London Euston on all 
services on the west coast mainline including 
Birmingham, Manchester, Liverpool and Glasgow. 
These are excellent examples of private sector 
innovation delivering customer improvements 
commercially without the need for overly restrictive 
contractual commitments or government intervention.  
 
Franchising 
 
The current Virgin Trains West Coast franchise is due to 
end in March 2018.   The Department for Transport’s 
most recent rail franchise schedule envisages a 
competitive tender process being held to select the 
operator for a new West Coast franchise, with a view to 
the new franchise beginning in April 2018.  We look 
forward to seeing more detail on the Department’s plans 
for the West Coast business beyond March 2018. 
 
Outlook 
 
Despite a recent reduction in revenue growth, the West 
Coast franchise continues to perform ahead of our 
expectations at the time the contract was agreed. As 
with our UK Rail businesses, we will seek to mitigate the 
effects of lower revenue growth, through additional 
initiatives to grow revenue and a continuing focus on 
strong cost control. The contract includes protections for 
taxpayers which limit the level of profit that the business 
can earn and, as a result, there is limited scope for 
further profit growth within the term of the current West 
Coast franchise. 
 
Twin America 

 
Financial performance 
 
The financial performance of the Group’s Twin America 
joint venture (excluding exceptional items) for the year 
ended 30 April 2016 is summarised below: 
 
Year to 30 April 
60% share: 

2016 
US$m 

2015 
US$m 

Revenue 69.8 74.7 

Operating (loss)/profit (0.9) 3.4 

Finance costs (net) (0.3) (0.2) 

(Loss)/profit after tax (1.2) 3.2 

Operating margin (1.3)% 4.6% 

 
Trading at our Twin America joint venture remains 
challenging.  There is continued strong competition in 
the New York sightseeing market. In addition, as part of 
a previously reported litigation settlement, Twin America 
surrendered its rights from May 2015 to use certain bus 
stops and adjusted its service levels accordingly.    

Impairment review 
 
The Directors undertook an impairment review as at 30 
April 2016 of the carrying value of the Group’s interest in 
Twin America. An exceptional charge of £37.9m was 
recognised, which reflects our expectation of a 
continuation of the highly competitive market 
environment for the foreseeable future. We remain 
supportive of the joint venture’s management team and 
the plans it has developed to improve the profitability of 
the business in the years ahead.  
 
Litigation 
 
In December 2012, the United States Department of 
Justice and the Attorney General of the State of New 
York initiated legal proceedings against Twin America 
and others alleging that the formation of Twin America in 
2009 was anticompetitive.  Several private actions were 
also filed in relation to this matter.   A settlement was 
reached with the private plaintiffs in 2014.  A settlement 
was agreed with the US Department of Justice and the 
New York Attorney General's office earlier this year and 
has now received court approval. Related to the Twin 
America litigation involving the Group’s North America 
Division, the Department of Justice is continuing to 
investigate the conduct of company personnel in 
responding to discovery obligations in the investigation 
and litigation.  The Department of Justice has not taken 
any enforcement action related to these issues, and the 
Group is co-operating with the investigation. 
 
EBITDA, depreciation and intangible asset expenses 
 

Earnings from continuing operations before interest, 
taxation, depreciation, intangible asset expenses and 
exceptional items (pre-exceptional EBITDA) amounted 
to £370.0m (2015: £353.3m). Pre-exceptional EBITDA 
can be reconciled to the condensed financial statements 
as follows: 

 
Year to 30 April 2016 

£m 
2015 
£m 

Total operating profit before 
intangible asset expenses and 
exceptional items  

228.8 227.1 

Depreciation 132.2 120.1 

Add back joint venture finance 
income & tax 

9.0 6.1 

Pre-exceptional EBITDA 370.0 353.3 

 

The income statement charge for intangible assets 
increased from £11.9m to £15.8m, principally due to the 
first full year of amortisation of intangible assets in 
respect of the Virgin Trains East Coast franchise. 
 
Exceptional items 

 
The following exceptional items were recognised in the 
year ended 30 April 2016: 
 

 As explained later in this report in the section 
headed “Financial position and liquidity”, a pre-
exceptional loss of £23.3m was recognised related 
to the re-financing of bonds. 
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 As explained in this report in the section headed 
“Twin America”, an exceptional charge of £37.9m 
was recognised in respect of the Group’s interest in 
Twin America. 

 A pre-tax exceptional impairment loss of £6.0m has 
been recorded in relation to the impairment of 
assets at Sheffield Supertram.  The financial 
performance at Sheffield Supertram was adversely 
affected by the closure of parts of the tram network 
to undertake replacement of the tram track.  The 
financial performance has not recovered to the 
extent we previously forecast and as a result, we 
undertook an impairment review of the business’ 
assets and concluded that they were impaired. 

 
Net finance costs 

 
Net finance costs, excluding exceptional items, for the 
year ended 30 April 2016 were £41.4m (2015: £42.1m) 
and can be further analysed as follows: 
 
Year to 30 April 2016 

£m 
2015 
£m 

Finance costs, excluding 
exceptional items 

  

Interest payable and other facility 
costs on bank loans, loan notes, 
overdrafts and trade finance 5.9 7.9 
Hire purchase and finance lease 
interest payable 2.1 2.5 
Interest payable and other 
finance charges on bonds 25.9 27.3 
Unwinding of discount on 
provisions 3.9 3.8 
Interest charge on defined benefit 
pension schemes 

5.3 3.3 

 43.1 44.8 

Finance income   
Interest receivable on cash (1.4) (1.5) 
Effect of interest rate swaps (0.3) (1.2) 

 (1.7) (2.7) 

Net finance costs, excluding 
exceptional items 

41.4 42.1 

 
Taxation 

 
The effective tax rate for the year ended 30 April 2016, 
excluding exceptional items, was 18.9% (2015: 19.0%). 
The current year effective tax rate is depressed by 
adjustments in respect of the utilisation of previously 
unrecognised tax losses.  It also reflects the impact of 
the reduction in the rate at which deferred tax is 
calculated, with legislation substantively enacted in 
October 2015 reducing the applicable UK corporation 
tax rate to 19% from April 2017 and 18% from April 
2020.  A subsequently announced reduction in the rate 
to 17% from April 2020 has not yet been substantively 
enacted and so its effect is not reflected in the financial 
statements to 30 April 2016. 

The tax charge can be analysed as follows: 
 
Year to 30 April 2016 Pre-tax 

profit 
£m 

 
Tax 
£m 

 
Rate 

% 

Excluding intangible asset 
expenses and exceptional 
items  196.9 (36.3) 18.4% 

Intangible asset expenses (15.8) 2.0 12.7% 

 181.1 (34.3) 18.9% 

Exceptional items (67.2) 19.4  

 113.9 (14.9) 13.1% 
Reclassify joint venture 
taxation for reporting 
purposes (9.5) 9.5  

Reported in income 
statement 104.4 (5.4) 5.2% 

 
In February 2016, a First Tier Tax Tribunal ruled in 
favour of Her Majesty’s Revenue and Customs 
(“HMRC”) on a tax case involving the Group.  The case 
involved the interpretation of historical and technical 
issues where the Group’s interpretation of the legislation 
differed from HMRC’s.  The issues are no longer 
relevant under current legislation.  No additional tax is 
payable by the Group in respect of the matter and no 
additional expense arises in the consolidated financial 
statements.  The transactions involved investment in 
Stagecoach companies and, while the Tribunal ruling did 
not dispute the commercial rationale behind those 
transactions, it did not agree with the tax treatment the 
Group had adopted.  Having taken all factors into 
account, we decided not to appeal the decision.  
 
Stagecoach is a major contributor to the UK Exchequer 
both in taxes and other payments. We believe it is right 
that we pay our fair share of taxes and we are 
committed to doing so.    
 
Fuel costs 
 

The Group’s operations as at 30 April 2016 consume 
approximately 425.3m litres of diesel fuel per annum. As 
a result, the Group’s profit is exposed to movements in 
the underlying price of fuel. The Group’s fuel costs 
include the costs of delivery and duty as well as the 
costs of the underlying product. Accordingly, not all of 
the cost varies with movements in oil prices. 
 
The proportion of the Group’s projected fuel usage that 
is now hedged using fuel swaps is as follows: 
 
Year ending 30 April 2017 2018 2019 2020 

Total Group 91% 72% 45% 2% 

 
The Group has no fuel hedges in place for periods 
beyond 30 April 2020. 
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Cash flows and net debt 
 

Net debt (as analysed in note 17 to the condensed 
financial statements) has, as expected, increased from 
30 April 2015, reflecting additional investment, the 
acceleration of interest and premium payable associated 
with redeeming our 5.75% bonds and the reversal of 
some favourable UK Rail working capital timing 
differences in the previous financial year, partly offset by 
continued strong cash generation from operations. 
Net cash from operating activities before tax for the year 
ended 30 April 2016 was £301.9m (2015: £346.4m) and 
can be further analysed as follows: 
 
Year to 30 April 2016 

£m 
2015  
£m 

EBITDA of Group companies 
before exceptional items  336.2 321.8 
Loss/(gain) on disposal of property, 
plant and equipment 0.5 (2.3) 
Equity-settled share based 
payment expense 2.2 2.2 

Working capital movements (35.2) 46.0 

Net interest paid (30.6) (35.8) 

Dividends from joint ventures 28.8 14.5 

Net cash flows from operating 
activities before taxation 301.9 346.4 

 
Net cash from operating activities before tax was 
£301.9m (2015: £346.4m) and after tax was £278.9m 
(2015: £315.5m). Net cash outflows from investing 
activities were £178.9m (2015: £151.5m), which 
included £0.5m (2015: £Nil) in relation to the acquisition 
of businesses.  Net cash used in financing activities was 
£114.8m (2015: £11.5m). 
 
The net impact of purchases of property, plant and 
equipment for the year on net debt was £213.5m (2015: 
£188.8m). This primarily related to expenditure on 
passenger service vehicles, and comprised cash 
outflows of £191.2m (2015: £182.4m) and new hire 
purchase and finance lease debt of £22.3m (2015: 
£6.4m). In addition, £26.5m (2015: £47.9m) cash was 
received from disposals of property, plant and 
equipment. 
 
The net impact of purchases and disposals of property, 
plant and equipment on net debt, split by division, was: 
 
Year to 30 April 2016 

£m 
2015  
£m 

UK Bus (regional operations) 118.5 104.7 

megabus Europe 7.0 14.4 

UK Bus (London) 2.8 (2.1) 

North America 45.6 27.3 

UK Rail 13.1 (3.4) 

 187.0 140.9 

The movement in net debt, showing train operating 
companies separately, was: 
 
Year to 30 April 2016 Train 

operating 
companies 

£m 

 
 

Other 
£m 

 
 

Total 
£m 

EBITDA of Group 
companies before 
exceptional items  91.6 244.6 336.2 
Loss/(gain) on disposal of 
property, plant and 
equipment - 0.5 0.5 
Equity-settled share based 
payment expense 0.5 1.7 2.2 

Working capital movements (34.8) (0.4) (35.2) 

Net interest paid (1.0) (29.6) (30.6) 
Dividends from joint 
ventures - 28.8 28.8 

Net cash flows from 
operating activities before 
taxation 56.3 245.6 301.9 

Inter-company movements (24.1) 24.1 - 

Tax paid (11.7) (11.3) (23.0) 

Investing activities (18.4) (182.8) (201.2) 

Financing activities - (64.4) (64.4) 

Foreign exchange/other - (31.3) (31.3) 

Movement in net debt 2.1 (20.1) (18.0) 

Opening net debt 281.0 (662.3) (381.3) 

Closing net debt 283.1 (682.4) (399.3) 

 
The Group’s net debt at 30 April 2016 is further 
analysed below: 
 
 
 

Fixed  
rate 
£m 

Floating 
rate 
£m 

 
Total 
£m 

Unrestricted cash  - 80.6 80.6 
Cash held within train 
operating companies - 283.1 283.1 

Restricted cash - 18.6 18.6 

Total cash and cash 
equivalents - 382.3 382.3 

US Notes - (102.2) (102.2) 

Sterling bond (393.7) - (393.7) 
Sterling hire purchase and 
finance leases (2.1) (32.9) (35.0) 
US dollar hire purchase and 
finance leases (41.8) - (41.8) 

Loan notes - (19.3) (19.3) 

Bank loans - (189.6) (189.6) 

Net debt (437.6) 38.3 (399.3) 

 
The split between fixed and floating rate debt shown 
above takes account of the effect of interest rate swaps 
in place as at 30 April 2016. 
 
Financial position and liquidity 

 
The Group maintains a strong financial position with 
investment grade credit ratings and appropriate 
headroom under its debt facilities.  
 
On 29 September 2015, the Group issued £400m of 10-
year bonds with an annual coupon of 4.00%. The Group 
subsequently redeemed the £400m of 5.75% bonds that 
were due to mature in December 2016. The premium 
payable to redeem the 5.75% bonds in excess of their 
par value, together with the cost of terminating interest 
rate swaps that became ineffective as a result of the re-
financing, was £23.3m and has been reported as an 
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exceptional item in the Group's consolidated income 
statement for the year ended 30 April 2016.  
 
In addition to the bond re-financing, we extended the 
duration of £535m of committed, bi-lateral bank facilities 
by one year to October 2020.  
 
We are pleased by the successful re-financing of bonds 
and the continuing support we receive from the debt 
capital markets. The new bond issue attracted a range 
of high quality investors. That issue, together with the 
one-year extension of bank facilities, ensures that the 
Group continues to have an appropriate mix of long-term 
debt enabling it to plan and invest with some certainty. 
 
The Group’s financial position remains strong and is 
evidenced by: 

 The ratio of net debt at 30 April 2016 to pre-
exceptional EBITDA for the year ended 30 April 
2016 was 1.1 times (2015: 1.1 times).   

 Pre-exceptional EBITDA for the year ended 30 April 
2016 was 9.0 times (2015: 8.4 times) pre-
exceptional net finance charges (including joint 
venture net finance income). 

 Undrawn, committed bank facilities of £281.2m at 30 
April 2016 (2015: £298.8m) were available to be 
drawn as bank loans with further amounts available 
only for non-cash utilisation. In addition, the Group 
has available asset finance lines. 

 The three main credit rating agencies continue to 
assign investment grade credit ratings to the Group. 

 
Net assets 
 

Net assets at 30 April 2016 were £177.8m (2015: 
£95.0m).  The increase is after £62.0m of dividend 
payments and is principally due to the profit attributable 
to equity holders of the parent and actuarial gains on 
defined benefit pension schemes. 
 
Retirement benefits 
 

The reported net assets of £177.8m (2015: £95.0m) that 
are shown on the consolidated balance sheet are after 
taking account of net pre-tax retirement benefit liabilities 
of £96.7m (2015: £160.5m), and associated deferred tax 
assets of £21.0m (2015: £35.3m). 
 
The Group recognised pre-tax actuarial gains of £68.5m 
in the year ended 30 April 2016 (2015: losses of 
£65.5m) on Group defined benefit pension schemes.  
 
Related parties 

 
Details of significant transactions and events in relation 
to related parties are given in note 19 to the condensed 
financial statements. 
 
Principal risks and uncertainties 

 
Like most businesses, there is a range of risks and 
uncertainties facing the Group.  A brief summary is 
given below of those specific risks and uncertainties that 
the Directors believe could have the most significant 
impact on the Group’s financial position and/or future 
financial performance.  Pages 7 to 10 of the Group’s 

2015 Annual Report set out specific risks and 
uncertainties in more detail.  Further information and 
updates will be provided in the 2016 Annual Report.   
 
The matters summarised below are not intended to 
represent an exhaustive list of all possible risks and 
uncertainties.  The focus below is on those specific risks 
and uncertainties that the Directors believe could have 
the most significant impact on the Group’s position or 
performance. 
 

 Catastrophic events – there is a risk that the Group 
is involved (directly or indirectly) in a major 
operational incident. 

 Terrorism – there is a risk that the demand for the 
Group’s services could be adversely affected by a 
significant terrorist incident. 

 Economy – the economic environment in the 
geographic areas in which the Group operates 
affects the demand for the Group’s bus and rail 
services.  The recent referendum in favour of the 
UK leaving the European Union may lead to 
economic, consumer and political uncertainty.  That 
may in turn affect asset values and foreign 
exchange rates, which have a bearing on the 
amounts of our pensions, financial instruments and 
other balances. 

 Rail cost base – a substantial element of the cost 
base of the UK Rail Division is essentially fixed as 
under its UK rail franchise agreements, the Group is 
obliged to provide a minimum level of train services 
and is less able to flex supply in response to 
changes in demand. 

 Sustainability of rail profit – there is a risk that the 
Group’s revenue and profit could be significantly 
affected (either positively or negatively) as a result 
of the Group winning new UK rail franchises or 
failing to retain its existing franchises. 

 Breach of franchise – if the Group fails to comply 
with certain conditions as part of its rail franchise 
agreements it may be liable to penalties including 
potential termination of one or more of the rail 
franchise agreements. 

 Pension scheme funding – the Group participates in 
a number of defined benefit pension schemes, and 
there is a risk that the cash contributions required 
increase or decrease due to changes in factors 
such as investment performance, discount rates 
and life expectancies. 

 Insurance and claims environment – there is a risk 
that the cost to the Group of settling claims against 
it is significantly higher or lower than expected. 

 Regulatory changes and availability of public 
funding – there is a risk that changes to the 
regulatory environment or changes to the 
availability of public funding could affect the Group’s 
prospects.  The current UK Government’s plans for 
greater devolution of powers within the UK could 
see the introduction of franchised bus networks in 
some areas, which could affect our commercialised 
bus operations. 

 Management and Board succession – there is a risk 
that the Group does not recruit and retain sufficient 
directors and managers with the skills important to 
the operation of the business. 

 Disease – there is a risk that demand for the 
Group’s services could be adversely affected by a 
significant outbreak of disease. 
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 Information security – there is a risk that potential 
malicious attacks on our systems lead to a loss of 
data or disruption to operations. 

 Information technology – there is a risk that the 
Group’s capability to make sales digitally either fails 
or cannot meet levels of demand.   

 Litigation – there is a risk of commercial and 
consumer litigation arising from the legal 
environment in some markets, particularly North 
America. 

 Competition – in certain of the markets we operate 
in, there is a risk of increased competitive pressures 
from existing competitors and new entrants. 

 Treasury risks – the Group is affected by changes 
in fuel prices, interest rates and exchange rates. 

 
Financial reporting calendar 
 

Financial year-end 
 
The Group currently reports its financial results based 
on a financial year ending 30 April.  From 2016/17 
onwards, the Group intends to report its financial results 
for a period broadly one-year in length that ends on a 
Saturday near to 30 April.  For most years, that period 
will be 364 days in length but periodically, the period will 
be 371 days in length. 
 
Reporting cycle 
 
In recent years, the Group has provided six, scheduled 
updates on trading each year.  These have typically 
involved results announcements in June and December, 
pre-close trading updates in October and April and 
further trading updates in August and March. 
 
We now plan to reduce the number of scheduled trading 
statements, and will no longer schedule pre-close 
trading updates for October and April.  We will schedule 
four updates each year: results announcements in June 
and December and further trading updates around 
September and March.  Additional updates may be 
provided where it is appropriate to update the market on 
trading or other matters between the four scheduled 
updates. 
 
The reduction in the number of scheduled updates on 
trading is consistent with the Group’s philosophy of 
managing the business for the long-term and will reduce 
the level of focus on very short-term trading trends.   
The change is also consistent with recent changes in 
reporting practice by other UK-listed companies. 
 
Current trading and outlook 

 
The recent more challenging trading conditions have 
continued into our financial year ending 30 April 2017 
and therefore the overall outlook is uncertain.  However, 
we have made a satisfactory start to the year and have 
not significantly changed our expectation of adjusted 
earnings per share for the year. 
 
We remain positive on the long-term prospects for public 
transport. Public transport should benefit from continued 
population growth and growing urbanisation, and can 
form part of the solution to the increasing problem of 
road congestion.  Predicted road traffic growth and the 
increasing cost of road congestion to the economy will 

require supportive public policy.  Pressure to address 
climate change and the impact of pollution on health 
should also support the growth of the sector.  Tackling 
these in a cost-efficient way is best achieved by private 
sector transport operators working in partnership with 
government authorities, supported by appropriate 
government policies.  We aim to manage the Group in 
view of those longer term prospects and take the right 
actions in these more challenging times to ensure the 
Group is best positioned to capitalise on the longer term 
opportunities. 
 
The Group is in good financial shape. Our core debt is 
committed and in place for over a further four years and 
we remain investment grade rated. 
 
 
 
Martin Griffiths 
Chief Executive 
29 June 2016 
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Cautionary statement 

 
The preceding preliminary management report has been prepared for the shareholders of the Company, as a body, and 
no other persons.  Its purpose is to assist shareholders of the Company to assess the strategies adopted by the Company 
and the potential for those strategies to succeed and for no other purpose.  The preliminary management report contains 
forward-looking statements that are subject to risk factors associated with, amongst other things, the economic and 
business circumstances occurring from time to time in the countries, sectors and markets in which the Group operates.  It 
is believed that the expectations reflected in these statements are reasonable but they may be affected by a wide range of 
variables that could cause actual results to differ materially from those currently anticipated.  No assurances can be given 
that the forward-looking statements will be realised.  The forward-looking statements reflect the knowledge and 
information available at the date of preparation.  Nothing in the preliminary management report should be considered or 
construed as a profit forecast for the Group.  Except as required by law, the Group has no obligation to update forward-
looking statements or to correct any inaccuracies therein. 
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CONDENSED FINANCIAL STATEMENTS 
 
CONSOLIDATED INCOME STATEMENT 
 
  Unaudited Audited 

  Year to 30 April 2016 Year to 30 April 2015 
 

   Performance 
pre intangibles 

and 
exceptional 

items 

Intangibles 
and 

exceptional 
items 

(note 4) 
Results for  

the year 

Performance 
pre intangibles 

and 
exceptional 

items  

Intangibles 
and 

exceptional 
items 

(note 4) 
Results for 

the year 

        

 Notes £m £m £m £m £m £m 

CONTINUING OPERATIONS        

Revenue 3(a) 3,871.1 - 3,871.1 3,204.4 - 3,204.4 

Operating costs and other operating income  (3,667.1) (21.8) (3,688.9) (3,002.7) (11.9) (3,014.6) 

Operating profit of Group companies 3(b) 204.0 (21.8) 182.2 201.7 (11.9) 189.8 
Share of (loss)/profit of joint ventures after 
finance costs, finance income and taxation 3(c) 24.8 (35.9) (11.1) 25.4 2.7 28.1 

Total operating profit: Group operating 
profit and share of joint ventures’ 
(loss)/profit after taxation 3(b) 228.8 (57.7) 171.1 227.1 (9.2) 217.9 
Non-operating exceptional items 4 - (2.0) (2.0) - (10.6) (10.6) 

Profit before interest and taxation  228.8 (59.7) 169.1 227.1 (19.8) 207.3 
Finance costs  (43.1) (23.3) (66.4) (44.8) - (44.8) 
Finance income  1.7 - 1.7 2.7 - 2.7 

Profit before taxation  187.4 (83.0) 104.4 185.0 (19.8) 165.2 
Taxation   (26.8) 21.4 (5.4) (31.1) 5.4 (25.7) 

Profit from continuing operations and 
profit after taxation for the year   160.6 (61.6) 99.0 153.9 (14.4) 139.5 

Attributable to:        
Equity holders of the parent  158.8 (60.9) 97.9 153.6 (14.3) 139.3 
Non-controlling interests  1.8 (0.7) 1.1 0.3 (0.1) 0.2 

  160.6 (61.6) 99.0 153.9 (14.4) 139.5 

 
 
 

       

 
Earnings per share (all of which relates to 
continuing operations) 

       

   -  Adjusted/Basic 6 27.7p  17.1p 26.7p  24.3p 

   -  Adjusted diluted/Diluted 6 27.6p  17.0p 26.6p  24.1p 

Dividends per ordinary share        

   -  Interim paid 5   3.5p   3.2p 

   -  Final proposed 5   7.9p   7.3p 

 
 
The accompanying notes form an integral part of this consolidated income statement. 
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME 
 
 Unaudited Audited 

 Year to  
30 April 2016 

Year to  
30 April 2015 

 £m £m 

   

Profit for the year  99.0 139.5 

Items that may be reclassified to profit or loss   

Cash flow hedges:   

- Net fair value losses on cash flow hedges (84.2) (56.6) 

- Reclassified and reported in profit for the year  67.8 35.1 

- Share of other comprehensive expense on joint ventures’ cash flow hedges (0.3) (2.3) 

- Tax effect of cash flow hedges 2.9 4.1 

- Tax effect of share of other comprehensive expense on joint ventures’ cash flow hedges - 0.5 

Foreign exchange differences on translation of foreign operations (net of hedging) 3.1 8.2 

Share of foreign exchange differences on translation of foreign operations of joint ventures - (0.2) 

Total items that may be reclassified to profit or loss (10.7) (11.2) 

Items that will not be reclassified to profit or loss   

Actuarial gains/(losses) on Group defined benefit pension schemes 68.5 (65.5) 

Tax effect of actuarial (gains)/losses on Group defined benefit pension schemes (16.0) 11.9 

Share of actuarial gains on joint ventures’ defined benefit schemes 4.0 0.1 

Total items that will not be reclassified to profit or loss 56.5 (53.5) 

Other comprehensive income/(expense) for the year 45.8 (64.7) 

Total comprehensive income for the year  144.8 74.8 

 
Attributable to:   

Equity holders of the parent 143.9 75.0 

Non-controlling interests 0.9 (0.2) 

 144.8 74.8 
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CONSOLIDATED BALANCE SHEET (STATEMENT OF FINANCIAL POSITION) 

 
 Unaudited Audited 

  
 

Notes 

As at  
30 April 2016 

 
£m 

As at  
30 April 2015 

 
£m 

ASSETS    
Non-current assets    
Goodwill 7 136.9 132.9 
Other intangible assets 8 88.7 84.7 
Property, plant and equipment 9 1,165.2 1,097.9 
Interests in joint ventures 10 22.4 57.8 
Derivative instruments at fair value  5.6 2.3 
Retirement benefit asset 13 24.8 25.5 
Other receivables  5.6 12.1 

  1,449.2 1,413.2 

Current assets    
Inventories  27.5 26.9 
Trade and other receivables  382.2 375.2 
Derivative instruments at fair value  1.0 1.1 
Foreign tax recoverable  - 0.1 
Cash and cash equivalents  382.3 395.6 

  793.0 798.9 

Total assets 3(d) 2,242.2 2,212.1 

LIABILITIES    
Current liabilities    
Trade and other payables  825.2 830.4 
Current tax liabilities  33.2 38.2 
Borrowings  53.6 51.6 
Derivative instruments at fair value  41.3 35.9 
Provisions  54.9 64.7 

  1,008.2 1,020.8 

Non-current liabilities    
Other payables  45.5 40.0 
Borrowings  738.2 733.7 
Derivative instruments at fair value  19.5 5.4 
Deferred tax liabilities  25.6 25.1 
Provisions  105.9 106.1 
Retirement benefit obligations 13 121.5 186.0 

  1,056.2 1,096.3 

Total liabilities 3(d) 2,064.4 2,117.1 

Net assets 3(d) 177.8 95.0 

EQUITY    
Ordinary share capital 14 3.2 3.2 
Share premium account  8.4 8.4 
Retained earnings  (185.1) (279.6) 
Capital redemption reserve  422.8 422.8 
Own shares  (34.3) (32.1) 
Translation reserve  1.3 (1.8) 
Cash flow hedging reserve  (40.3) (26.8) 

Total equity attributable to the parent  176.0 94.1 

Non-controlling interests  1.8 0.9 

Total equity  177.8 95.0 

 
 
The accompanying notes form an integral part of this consolidated balance sheet. 
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 

 
 Ordinary 

share capital 
 
 

£m 

Share 
premium 
account 

 
£m 

Retained 
earnings 

 
 

£m 

Capital 
redemption 

reserve 
 

£m 

Own shares 
 
 
 

£m 

Translation 
reserve 

 
 

£m 

Cash flow 
hedging 
reserve 

 
£m 

Total equity 
attributable to 

the parent 
 

£m 

Non-
controlling 
interests 

 
£m 

Total 
equity 

 
 

£m 

Balance at 30 April 2014 and 1 May 2014  3.2 8.4 (310.0) 422.8 (25.7) (10.0) (9.4) 79.3 - 79.3 

Profit for the year  - - 139.3 - - - - 139.3 0.2 139.5 

Other comprehensive (expense)/income net of tax  - - (55.1) - - 8.2 (17.4) (64.3) (0.4) (64.7) 

Total comprehensive income/(expense) - - 84.2 - - 8.2 (17.4) 75.0 (0.2) 74.8 

Transactions with non-controlling interest - - - - - - - - 1.1 1.1 

Own ordinary shares purchased - - - - (6.4) - - (6.4) - (6.4) 

Credit in relation to equity-settled share based payments - - 2.2 - - - - 2.2 - 2.2 

Tax credit in relation to equity-settled share based payments - - 0.3 - - - - 0.3 - 0.3 

Dividends paid on ordinary shares - - (56.3) - - - - (56.3) - (56.3) 

Balance at 30 April 2015 and 1 May 2015  3.2 8.4 (279.6) 422.8 (32.1) (1.8) (26.8) 94.1 0.9 95.0 

Profit for the year - - 97.9 - - - - 97.9 1.1 99.0 

Other comprehensive income/(expense) net of tax - - 56.4 - - 3.1 (13.5) 46.0 (0.2) 45.8 

Total comprehensive income/(expense) - - 154.3 - - 3.1 (13.5) 143.9 0.9 144.8 

Own ordinary shares purchased - - - - (2.2) - - (2.2) - (2.2) 

Credit in relation to equity-settled share based payments - - 2.2 - - - - 2.2 - 2.2 

Dividends paid on ordinary shares - - (62.0) - - - - (62.0) - (62.0) 

Balance at 30 April 2016 3.2 8.4 (185.1) 422.8 (34.3) 1.3 (40.3) 176.0 1.8 177.8 

 
 
The accompanying notes form an integral part of this consolidated statement of changes in equity. 
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CONSOLIDATED STATEMENT OF CASH FLOWS 

 
  Unaudited Audited 

  Year to 
30 April 

2016 

Year to 
30 April 

2015 

 Notes £m £m 

Cash flows from operating activities 
   

Cash generated by operations 15 303.7 367.7 

Interest paid  (32.3) (38.5) 

Interest received  1.7 2.7 

Dividends received from joint ventures  28.8 14.5 

Net cash flows from operating activities before tax  301.9 346.4 

Tax paid  (23.0) (30.9) 

Net cash from operating activities after tax  278.9 315.5 

Cash flows from investing activities 

   

Acquisition of subsidiaries, net of cash acquired 11 (0.5) - 
Cash inflow in respect of inception of rail franchise  - 1.3 

Purchase of property, plant and equipment  (191.2) (182.4) 

Disposal of property, plant and equipment  26.5 47.9 

Purchase of intangible assets  (19.6) (12.5) 

Movements in loans to joint ventures  5.9 (5.8) 

Net cash outflow from investing activities  (178.9) (151.5) 

Cash flows from financing activities 

   

Purchase of treasury shares  (2.2) (2.5) 

Investment in own ordinary shares by employee share ownership trust  - (3.9) 

Repayments of hire purchase and lease finance  (35.4) (33.2) 

Redemption of 5.75% sterling bond – principal  (400.0) - 

Redemption of 5.75% sterling bond – exceptional items  (23.3) - 

Issue of new 4.00% sterling bond  393.5 - 

Drawdown of other borrowings  270.0 205.9 

Repayment of other borrowings  (255.2) (121.2) 

Dividends paid on ordinary shares 5 (62.0) (56.3) 

Sale of tokens  0.3 0.5 

Redemption of tokens  (0.5) (0.8) 

Net cash used in financing activities  (114.8) (11.5) 

Net (decrease)/increase in cash and cash equivalents  (14.8) 152.5 

Cash and cash equivalents at the beginning of the year  395.6 240.3 

Exchange rate effects  1.5 2.8 

Cash and cash equivalents at the end of the year  382.3 395.6 

 
Cash and cash equivalents for the purposes of the consolidated statement of cash flows comprise cash at bank and in 
hand, overdrafts and other short-term highly liquid investments with maturities at the balance sheet date of twelve months 
or less. 
 
The accompanying notes form an integral part of this consolidated statement of cash flows. 
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NOTES  

 
1 BASIS OF PREPARATION 

 
These results have been prepared in accordance with International Financial Reporting Standards (“IFRS”) and 
International Financial Reporting Interpretations Committee (“IFRIC”) interpretations as adopted by the European Union 
(that therefore comply with Article 4 of the EU IAS Regulation), and with those parts of the Companies Act 2006 applicable 
to companies reporting under IFRS.  The financial information set out in the preliminary announcement does not constitute 
statutory financial statements within the meaning of section 435 of the Companies Act 2006 in respect of the financial 
statements for the year ended 30 April 2016. The statutory financial statements for the year ended 30 April 2015, upon 
which the Group’s auditors have given a report that was unqualified and did not contain a statement under either section 
498(2) or section 498(3) of the Companies Act 2006, have been delivered to the Registrar of Companies. The financial 
statements for the year ended 30 April 2016 will be finalised on the basis of the financial information presented in this 
preliminary announcement and will be delivered to the Registrar of Companies and made available to all shareholders in 
due course.  Except to the extent described below, the accounting policies and methods of computation adopted are 
consistent with those used in the last set of published financial statements. 

 
New standards, amendments to standards and interpretations that are mandatory for the first time for the financial year 
beginning 1 May 2015, and which include amendments to IAS19 ‘Employee Benefits’ and IFRIC12 ‘Levies’, do not have 

any material effect on the consolidated financial statements of the Group. 
 
The Board of Directors approved this announcement on 29 June 2016.   
 
 
2 FOREIGN CURRENCIES 
 

The principal rates of exchange used to translate the results of foreign operations are as follows: 
 

 Year to 
30 April 

2016 

Year to 
30 April 

2015 

US Dollar: 
  

Year end rate 1.4649 1.5368 
Average rate 1.5031 1.5988 

Canadian Dollar: 
  

Year end rate 1.8349 1.8614 
Average rate 1.9756 1.8323 

 
 
3 SEGMENTAL ANALYSIS 
 

The Group is managed, and reports internally, on a basis consistent with its five continuing operating segments, being UK 
Bus (regional operations), megabus Europe, UK Bus (London), North America and UK Rail.  megabus Europe is now 
reported as a separate segment having been reported within the UK Bus (regional operations) segment in previous years.  
The prior year figures have been restated accordingly.  The Group’s IFRS accounting policies are applied consistently, 
where appropriate, to each segment. 
 
The segmental information provided in this note is on the basis of the five operating segments as follows: 
 
Segment name Service operated Countries of operation 

UK Bus (regional operations) Coach and bus operations United Kingdom  

megabus Europe Coach operations United Kingdom and mainland 
Europe 

UK Bus (London) Bus operations United Kingdom 
North America Coach and bus operations United States and Canada 
UK Rail Rail operations United Kingdom 
 
The Group has interests in three joint ventures: Virgin Rail Group that operates in UK Rail, Citylink that operates in UK 
Bus (regional operations) and Twin America that operates in North America.  The results of these joint ventures are shown 
separately in note 3(c).   
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3 SEGMENTAL ANALYSIS (CONTINUED) 

 
(a) Revenue 

 
Due to the nature of the Group’s business, the origin and destination of revenue (i.e. United Kingdom, mainland Europe or 
North America) is the same in all cases, except in respect of an immaterial amount of revenue for services operated by 
megabus Europe between the UK and mainland Europe.   As the Group sells bus and rail services to individuals, it has 
few customers that are individually “major”.  Its major customers are typically public bodies that subsidise or procure 
transport services – such customers include local authorities, transport authorities and the UK Department for Transport. 
 
Revenue split by segment was as follows: 
 
 Unaudited Audited 

 Year to 
30 April 

2016 

Year to 
30 April 

2015 

 £m £m 

Continuing operations   
UK Bus (regional operations) 1,032.8 1,036.3 

megabus Europe 18.4 9.2 

UK Bus (London) 267.1 260.6 

North America 430.9 425.4 

Total bus continuing operations 1,749.2 1,731.5 
UK Rail 2,129.1 1,478.4 

Total Group revenue 3,878.3 3,209.9 
Intra-Group revenue – UK Bus (regional operations) (7.2) (5.5) 

Reported Group revenue 3,871.1 3,204.4 

 
(b) Operating profit 

 
Operating profit split by segment was as follows: 
 
  Unaudited Audited 

  Year to 30 April 2016 Year to 30 April 2015 

   Performance 
pre intangibles 

and 
exceptional 

items 

Intangibles 
and 

exceptional 
items 

(note 4) 
Results for  

the year 

Performance 
pre intangibles 

and 
exceptional 

items  

Intangibles 
and 

exceptional 
items 

(note 4) 
Results for  

the year 

        

  £m £m £m £m £m £m 

Continuing operations        
UK Bus (regional operations)  137.3 - 137.3 145.3 - 145.3 
megabus Europe  (24.1) - (24.1) (4.2) - (4.2) 
UK Bus (London)  20.2 - 20.2 26.3 - 26.3 
North America  18.9 - 18.9 22.1 - 22.1 

Total bus continuing operations  152.3 - 152.3 189.5 - 189.5 
UK Rail  66.7 (6.0) 60.7 26.9 - 26.9 

Total continuing operations  219.0 (6.0) 213.0 216.4 - 216.4 
Group overheads  (11.9) - (11.9) (13.9) - (13.9) 
Intangible asset expenses  - (15.8) (15.8) - (11.9) (11.9) 
Restructuring costs  (3.1) - (3.1) (0.8) - (0.8) 

Total operating profit of continuing Group 
companies 

 
204.0 (21.8) 182.2 201.7 (11.9) 189.8 

Share of joint ventures’ (loss)/profit after 
finance costs, finance income and taxation 

 
24.8 (35.9) (11.1) 25.4 2.7 28.1 

Total operating profit:  
Group operating (loss)/profit and share of 
joint ventures’ profit after taxation 

 
228.8 (57.7) 171.1 227.1 (9.2) 217.9 
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3 SEGMENTAL ANALYSIS (CONTINUED) 

 
(c) Joint ventures 

 
The share of (loss)/profit from joint ventures was further split as follows: 
 
  Unaudited Audited 

  Year to 30 April 2016 Year to 30 April 2015 

   
Performance 

pre intangibles 
and 

exceptional 
items 

Intangibles 
and 

exceptional 
items 

(note 4) 
Results for  

the year 

Performance 
pre 

intangibles 
and 

exceptional 
items  

Intangibles 
and 

exceptional 
items 

(note 4) 
Results for  

the year 

        

  £m £m £m £m £m £m 

Virgin Rail Group (UK Rail)        
Operating profit  32.6 - 32.6 28.0 - 28.0 
Finance income (net)  0.7 - 0.7 - - - 
Taxation  (9.1) - (9.1) (5.7) - (5.7) 

  24.2 - 24.2 22.3 - 22.3 

Citylink (UK Bus regional operations)        
Operating profit  1.8 - 1.8 1.4 - 1.4 
Taxation  (0.4) - (0.4) (0.3) - (0.3) 

  1.4 - 1.4 1.1 - 1.1 

Twin America (North America)        
Operating (loss)/profit  (0.6) - (0.6) 2.1 2.7 4.8 
Impairment loss  - (35.9) (35.9) - - - 
Finance costs (net)  (0.2) - (0.2) (0.1) - (0.1) 

  (0.8) (35.9) (36.7) 2.0 2.7 4.7 

Share of (loss)/profit of joint ventures after 
finance costs, finance income and taxation  24.8 (35.9) (11.1) 25.4 2.7 28.1 

 
 
 
(d) Gross assets and liabilities 

 
Assets and liabilities split by segment were as follows: 
 
  Unaudited Audited  

  As at 30 April 2016 As at 30 April 2015 
   

Gross 
assets 

Gross 
liabilities 

Net 
assets/ 

(liabilities) 
Gross 
assets 

Gross 
liabilities 

Net  
assets/ 

(liabilities) 

  £m £m £m £m £m £m 

 
Continuing operations 

     
 

 

UK Bus (regional operations)  909.2 (283.2) 626.0 861.7 (341.2) 520.5 

megabus Europe  24.2 (5.6) 18.6 5.0 (0.6) 4.4 

UK Bus (London)  74.3 (103.6) (29.3) 80.5 (99.1) (18.6) 

North America  391.8 (132.4) 259.4 372.0 (129.3) 242.7 

UK Rail  413.0 (635.8) (222.8) 415.1 (660.6) (245.5) 

  1,812.5 (1,160.6) 651.9 1,734.3 (1,230.8) 503.5 

Central functions  25.0 (53.2) (28.2) 24.3 (37.7) (13.4) 

Joint ventures  22.4 - 22.4 57.8 - 57.8 

Borrowings and cash  382.3 (791.8) (409.5) 395.6 (785.3) (389.7) 

Taxation  - (58.8) (58.8) 0.1 (63.3) (63.2) 

Total  2,242.2 (2,064.4) 177.8 2,212.1 (2,117.1) 95.0 
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4 EXCEPTIONAL ITEMS AND INTANGIBLE ASSET EXPENSES 
 

The Group separately highlights intangible asset expenses and exceptional items.  Exceptional items are defined in note 
22. The items shown in the columns headed “Intangibles and exceptional items” on the face of the consolidated income 
statement can be further analysed as follows: 
 
 Unaudited Audited 

 Year to 30 April 2016 Year to 30 April 2015 

  

Exceptional 
items 

Intangible 
asset 

expenses 

Intangibles 
and 

exceptional 
items 

Exceptional 
items 

Intangible 
asset 

expenses 

Intangibles 
and 

exceptional 
items 

 £m £m £m £m £m £m 

Operating costs       
Impairment of assets at Sheffield Supertram (6.0) - (6.0) - - - 
Intangible asset expenses - (15.8) (15.8) - (11.9) (11.9) 

 (6.0) (15.8) (21.8) - (11.9) (11.9) 

Share of (loss)/profit of joint ventures       
Twin America litigation - - - 2.7 - 2.7 
Impairment of interest in Twin America (35.9) - (35.9) - - - 

 (35.9)  (35.9) 2.7 - 2.7 

Non-operating exceptional items       

Provision for commitment to Twin America (2.0) - (2.0) - - - 

Provision for onerous property lease - - - (2.1) - (2.1) 

Twin America litigation - - - (8.5) - (8.5) 

Non-operating exceptional items  (2.0) - (2.0) (10.6) - (10.6) 

Finance costs       

Premium on early redemption of bonds (21.3) - (21.3) - - - 

Cancellation of ineffective interest rate swaps (2.0) - (2.0) - - - 

Finance costs (23.3) - (23.3) - - - 

Intangible asset expenses and exceptional items  (67.2) (15.8) (83.0) (7.9) (11.9) (19.8) 

Tax effect 19.4 2.0 21.4 2.3 3.1 5.4 

Intangible asset expenses and exceptional items 
after taxation   (47.8) (13.8) (61.6) (5.6) (8.8) (14.4) 
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5 DIVIDENDS  

 
Dividends on ordinary shares are shown below.  
 
 Unaudited Audited Unaudited Audited 

  Year to  
30 April 2016 

Year to  
30 April 2015 

Year to 
30 April 2016 

Year to  
30 April 2015 

 pence per 
share 

pence per 
share £m £m 

Amounts recognised as distributions in the year     

Dividends on ordinary shares:     

Final dividend in respect of the previous year 7.3 6.6 41.9 37.9 

Interim dividend in respect of the current year 3.5 3.2 20.1 18.4 

Amounts recognised as distributions to equity holders in the year 10.8 9.8 62.0 56.3 

Dividends declared or proposed but neither paid nor included as 
liabilities in the financial statements 

    

Dividends on ordinary shares:     

Final dividend in respect of the current year 7.9 7.3 45.3 41.9 

 
The interim dividend of 3.5p per ordinary share was declared by the Board of Directors on 9 December 2015 and paid on 
2 March 2016.  The Board has proposed a final dividend of 7.9p per ordinary share payable on 5 October 2016 to 
shareholders on the register at 2 September 2016. 
 
6 EARNINGS PER SHARE 

 
Basic earnings per share (“EPS”) have been calculated by dividing the profit attributable to equity shareholders by the 
weighted average number of ordinary shares in issue during the year, excluding any ordinary shares held in treasury and 
by employee share ownership trusts. 
 
The diluted earnings per share was calculated by adjusting the weighted average number of ordinary shares outstanding 
to assume conversion of all dilutive potential ordinary shares in relation to executive share plans and long-term incentive 
plans.   
 
  Unaudited Audited 

   
Year to 

30 April 2016 

 
Year to 

30 April 2015 

  No. of shares 
million 

No. of shares 
million 

Basic weighted average number of ordinary shares 
 

573.8 574.4 

Dilutive ordinary shares    

   - Long Term Incentive Plan  - 0.2 

   - Executive Participation Plan  2.0 2.3 

Diluted weighted average number of ordinary shares  575.8 576.9 

 
 
  Unaudited Audited 

   
Year to 

30 April 2016 

 
Year to 

30 April 2015 

 Notes £m £m 

Net profit attributable to equity holders of the parent (for basic EPS 
calculation)  97.9 139.3 

Intangible asset expenses 4 15.8 11.9 

Non-controlling interest in intangible asset expenses  (0.7) (0.1) 

Exceptional items before tax 4 67.2 7.9 

Tax effect of intangible asset expenses and exceptional items 4 (21.4) (5.4) 

Profit for adjusted EPS calculation  158.8 153.6 

 
Earnings per share before intangible asset expenses and exceptional items is calculated after adding back intangible 
asset expenses and exceptional items after taking account of taxation and the non-controlling interest, as shown on the 
consolidated income statement.  This has been presented to allow shareholders to gain a clearer understanding of 
underlying performance.   
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7 GOODWILL 

 
The movements in goodwill were as follows: 
 
 Unaudited Audited 

 Year to 
30 April 

2016 

Year to 
30 April 

2015 

 £m £m 

Net book value at beginning of year 132.9 125.4 

Foreign exchange movements 4.0 7.5 

At end of year 136.9 132.9 

 
 
 
8 OTHER INTANGIBLE ASSETS 

 
The movements in other intangible assets were as follows: 
 
 Unaudited Audited 

 Year to 
30 April 

2016 

Year to 
30 April 

2015 

 £m £m 

Cost at beginning of year 133.4 79.7 
Additions 19.6 73.3 
Disposals (11.4) (22.0) 
Foreign exchange movements 1.3 2.4 

Cost at end of year 142.9 133.4 

Accumulated amortisation at beginning of year (48.7) (57.1) 
Amortisation charged to income statement (15.8) (11.9) 
Disposals 11.4 22.0 
Foreign exchange movements (1.1) (1.7) 

Accumulated amortisation at end of year (54.2) (48.7) 

Net book value at beginning of year 84.7 22.6 

Net book value at end of year 88.7 84.7 
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9 PROPERTY, PLANT AND EQUIPMENT 

 
The movements in property, plant and equipment were as follows: 
 
 Unaudited Audited 

 Year to 
30 April 

2016 

Year to 
30 April 

2015 

 £m £m 

Cost at beginning of year 1,913.1 1,806.6 
Additions 219.6 203.0 
Disposals (104.9) (131.6) 
Foreign exchange movements 21.6 35.1 

Cost at end of year 2,049.4 1,913.1 

Depreciation at beginning of year (815.2) (765.7) 
Depreciation charged to income statement (132.2) (120.1) 
Disposals 73.1 85.7 
Foreign exchange movements (9.9) (15.1) 

Depreciation at end of year (884.2) (815.2) 

Net book value at beginning of year 1,097.9 1,040.9 

Net book value at end of year 1,165.2 1,097.9 

 
 
10 INTERESTS IN JOINT VENTURES 

 
The movements in the carrying value of interests in joint ventures were as follows: 
 
 Unaudited Audited 

 Year to 
30 April 

2016 

Year to 
30 April 

2015 

 £m £m 

Net book value at beginning of year 57.8 42.8 
Share of recognised (loss)/profit (11.1) 28.1 
Share of actuarial gains on defined benefit schemes, net of tax 4.0 0.1 
Share of other comprehensive expense on cash flow hedges, net of tax (0.3) (1.8) 
Share of foreign exchange differences on translation of foreign operations - (0.2) 
Dividends received in cash (28.8) (14.5) 
Foreign exchange movements 0.8 3.3 

Net book value at end of year 22.4 57.8 

 
A loan receivable from Twin America LLC of £Nil (2015: £5.9m) is included within current assets under the caption “Trade 
and other receivables”.  A loan payable to Scottish Citylink Limited of £1.7m (2015: £1.7m) is included within current 
liabilities under the caption “Trade and other payables”. 
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11 BUSINESS COMBINATIONS AND DISPOSALS 

 
The Group completed no material business combinations or disposals of businesses during the year ended 30 April 2016.  
Details of acquisitions and disposals completed in earlier periods are given in the Group’s annual reports for the relevant 
periods. 

 
12 FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT 

 
The Group is exposed to a variety of financial risks: market risk (including currency risk, interest rate risk and price risk), 
credit risk and liquidity risk. 
 
These condensed financial statements do not include all financial risk management information and disclosures required 
in the annual financial statements.  They should be read in conjunction with the Group’s consolidated financial statements 
for the year ended 30 April 2016.  There have been no material changes in any of the Group’s significant financial risk 
management policies since 30 April 2015. 
 
Liquidity risk 

  
The contractual undiscounted cash outflows for financial liabilities will be set out in the Group’s 2016 Annual Report.  
 
Fair value estimation 

 
Financial instruments that are measured in the balance sheet at fair value are disclosed by level of the following fair value 
measurement hierarchy. 
 
Level 1 Quoted price (unadjusted) in active markets for identical assets or liabilities 
Level 2 Inputs other than quoted prices included within Level 1 that are observable for the asset or liability either 

directly (that is, as prices) or indirectly (that is, derived from prices) 
Level 3 Inputs for the assets or liability that are not based on observable market data (that is, unobservable inputs) 
 
The following table represents the Group’s financial assets and liabilities that are measured at fair value within the 
hierarchy at 30 April 2016. 
 
 Unaudited 

 Level 2 
 £m 

Assets  

Derivatives used for hedging 6.6 

Liabilities  

Derivatives used for hedging (60.8) 

 

The following table presents the Group’s financial assets and liabilities that are measured at fair value within the hierarchy 
at 30 April 2015. 
 
 Audited 

 Level 2 
 £m 

Assets  

Derivatives used for hedging 3.4 

Liabilities  

Derivatives used for hedging (41.3) 
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12 FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT (CONTINUED) 

 
There were no transfers between levels during the year ended 30 April 2016. 
 
The table below provides a comparison of carrying amounts and fair values of all of the Group’s financial instruments. 
 
 Unaudited Audited 

 Carrying 
value 

Fair Value Carrying 
value 

Fair value 

 30 April 2016 30 April 2016 30 April 2015 30 April 2015 
 £m £m £m £m 

     
Loans and receivables     
- Non-current assets - Other receivables 0.2 0.2 0.2 0.2 
     
- Current assets - Accrued income 38.5 38.5 50.9 50.9 
 - Trade receivables, net of 

impairment 234.6 234.6 201.9 201.9 
 - Loans to joint ventures - - 5.9 5.9 
 - Other receivables 30.8 30.8 22.0 22.0 
 - Cash and cash equivalents 382.3 382.3 395.6 395.6 

Total financial assets 686.4 686.4 676.5 676.5 

     
Financial liabilities measured at amortised cost     
- Non-current liabilities - Accruals (6.0) (6.0) (1.0) (1.0) 
 - Other payables - - (0.5) (0.5) 
 - Borrowings (738.2) (755.6) (733.7) (760.4) 
     
- Current liabilities - Trade payables (270.3) (270.3) (229.6) (229.6) 
 - Accruals (381.8) (381.8) (439.9) (439.9) 
 - Loans from joint ventures (1.7) (1.7) (1.7) (1.7) 
 - Other payables (5.3) (5.3) - - 
 - Borrowings (53.6) (53.6) (51.6) (51.6) 

Total financial liabilities (1,456.9) (1,474.3) (1,458.0) (1,484.7) 

     
Net financial liabilities (770.5) (787.9) (781.5) (808.2) 

 
Derivatives that are designated as effective hedging instruments are not shown in the above table. 
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12 FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT (CONTINUED) 

 
The fair values of financial assets and financial liabilities shown in the table are determined as follows: 
 

 The carrying value of cash and cash equivalents, accrued income, trade receivables, loans to joint ventures and other 
receivables is considered to be a reasonable approximation of fair value.  Given the short average time to maturity, no 
specific assumptions on discount rates have been made.  The effect of credit losses not already reflected in the 
carrying value as impairment losses is assumed to be immaterial. 

 

 The carrying value of trade payables, other payables, accruals and loans from joint ventures is considered to be a 
reasonable approximation of fair value.  Given the relatively short average time to maturity, no specific assumptions 
on discount rates have been made. 

 

 The fair value of fixed-rate notes (included in borrowings) that are quoted on a recognised stock exchange is 
determined with reference to the “bid” price at the balance sheet date. 

 

 The carrying value of fixed-rate notes that are not quoted on a recognised stock exchange and fixed-rate hire 
purchase and finance lease liabilities (included in borrowings) is considered to be a reasonable approximation of fair 
value taking account of the amounts involved in the context of total financial liabilities and the fixed interest rates 
relative to market interest rates at the balance sheet date. 

 

 The fair value of other borrowings on which interest is payable at floating rates is not considered to be materially 
different from the carrying value. 

 

 
13 RETIREMENT BENEFITS 

 
The Group contributes to a number of pension schemes.  The principal defined benefit occupational pension schemes are 
as follows: 
 

 Stagecoach Pension Schemes (“SPS”) comprising the Stagecoach Group Pension Scheme (“SGPS”) 
and the East London and Selkent Pension Scheme, the latter of which was merged into SGPS during 
the year ended 30 April 2016 and is now a separate section of SGPS; 

 The South West Trains section of the Railways Pension Scheme (“RPS”); 

 The Island Line section of the Railways Pension Scheme (“RPS”); 

 The East Midlands Trains section of the Railways Pension Scheme (“RPS”);  

 The East Coast Main Line section of the Railways Pensions Scheme (“RPS”); and 

 A number of UK Local Government Pension Schemes (“LGPS”); 

 
The Directors believe that separate consideration should be given to RPS as the Group has no rights or obligations in 
respect of sections of the scheme following expiry of the related franchises. In addition, under the terms of RPS, any fund 
deficit or surplus is shared by the employer (60%) and the employees (40%) in accordance with the shared cost nature of 
RPS. The employees’ share of the deficit (or surplus) is reflected as an adjustment to the RPS liabilities (or assets). 
Therefore the liability (or asset) recognised for the relevant sections of RPS reflects that part of the net deficit (or surplus) 
of each section that the employer is expected to fund (or expected to recover) over the life of the franchise to which the 
section relates. The “franchise adjustment” is the portion of the deficit (or surplus) that is expected to exist at the end of the 
franchise and which the Group would not be obliged to fund (or entitled to recover).  
 
In addition, the Group contributes to a number of defined contribution schemes. 
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13 RETIREMENT BENEFITS (CONTINUED) 

 
The movements for the year ended 30 April 2016 in the net pre-tax retirement benefit liabilities recognised in the balance 
sheet were as follows: 
 
 Unaudited 
 

SPS 
£m 

RPS 
£m 

LGPS 
£m 

Other 
£m 

Unfunded 
plans 

£m 
Total 
£m 

Liability/(asset) at beginning of year  171.7 (24.4) 6.6 2.6 4.0 160.5 
Rail franchise changes - (5.3) - - - (5.3) 
Current service cost 20.4 57.3 1.1 0.9 - 79.7 
Administration costs 0.9 0.6 - - - 1.5 
Net interest expense 5.8 10.0 0.1 0.1 0.1 16.1 
Unwinding of franchise adjustment - (10.8) - - - (10.8) 
Employers’ contributions (18.3) (50.2) (7.0) (0.7) (0.3) (76.5) 
Actuarial (gains)/losses (70.3) (1.6) 3.5 (0.1) - (68.5) 

Liability/(asset) at end of year 110.2 (24.4) 4.3 2.8 3.8 96.7 

 
The net liability shown above is presented in the consolidated balance sheet as: 

 
 Unaudited Audited 

 As at 
30 April 

2016 

As at 
30 April 

2015 

 £m £m 

Retirement benefit asset (24.8) (25.5) 

Retirement benefit obligations 121.5 186.0 

Net retirement benefit liability 96.7 160.5 

 

 
14 ORDINARY SHARE CAPITAL 

 
At 30 April 2016, there were 576,099,960 ordinary shares in issue (2015: 576,099,960).  This figure includes 1,885,887 
(2015: 1,371,639) ordinary shares held in treasury, which are treated as a deduction from equity in the Group’s financial 
statements.  The shares held in treasury do not qualify for dividends. 
 
The Group operates two Employee Share Ownership Trusts: the Stagecoach Group Qualifying Employee Share 
Ownership Trust (“QUEST”) and the Stagecoach Group Employee Benefit Trust (“EBT”).  Shares held by these trusts are 
treated as a deduction from equity in the Group’s financial statements.  Other assets and liabilities of the trusts are 
consolidated in the Group’s financial statements as if they were assets and liabilities of the Group.  As at 30 April 2016, 
the QUEST held 300,634 (2015: 300,634) ordinary shares in the Company and the EBT held no (2015: 891,396) ordinary 
shares in the Company.  The trusts have waived dividends on the shares they hold and therefore received no dividends 
during the year ended 30 April 2016 (2015: £Nil).  The trust deed for the EBT obliges the trustee to waive the right to any 
dividend on the shares unless and until they are vested in an individual.  The trustee is confirmed not to be liable for any 
lost income as a result of that waiver.  The QUEST deed requires the trustee to waive any dividends payable on the 
shares and the QUEST confirms that waiver within the deed.  This can be reversed by a direction from the Company to 
the trustee but is otherwise ongoing. 
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15 RECONCILIATION OF OPERATING PROFIT TO CASH GENERATED BY OPERATIONS 

 
The operating profit of Group companies reconciles to cash generated by operations as follows: 
 
 Unaudited Audited 

 Year to 
30 April 

2016 

Year to 
30 April 

2015 

 £m £m 

Operating profit of Group companies 182.2 189.8 
Depreciation 132.2 120.1 
Loss/(gain) on disposal of property, plant and equipment 0.5 (2.3) 
Exceptional items 6.0 - 
Intangible asset expenses 15.8 11.9 
Equity-settled share based payment expense 2.2 2.2 

Operating cashflows before working capital movements 338.9 321.7 
(Increase)/decrease in inventories (0.5) 3.4 
Increase in receivables (11.2) (34.1) 
(Decrease)/increase in payables (12.0) 85.8 
Decrease in provisions (16.2) (9.5) 
Differences between employer contributions and pension expense in operating 
profit 

 
4.7 

 
0.4 

Cash generated by operations 303.7 367.7 

 
 
16 RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET DEBT 

 
The (decrease)/increase in cash reconciles to the movement in net debt as follows: 
 
  Unaudited Audited 

  Year to 
30 April 2016 

Year to 
30 April 2015 

 Notes £m £m 

(Decrease) / increase in cash  (14.8) 152.5 
Cash flow from movement in borrowings  50.4 (51.5) 

  35.6 101.0 
New hire purchase and finance leases  (22.3) (6.4) 
Foreign exchange movements  (7.6) (14.1) 
Other movements  (23.7) (0.2) 

(Increase)/decrease in net debt  (18.0) 80.3 
Opening net debt  17 (381.3) (461.6) 

Closing net debt 17 (399.3) (381.3) 

 

During the year, the Group entered into hire purchase and finance lease arrangements in respect of new assets with a 
total capital value at inception of the contracts of £22.3m (2015: £6.4m) and no deposits paid up-front. 
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17 ANALYSIS OF NET DEBT 

 
The analysis provided below shows the analysis of net debt as defined in note 22.  The analysis below further shows the 
other items classified as net borrowings in the consolidated balance sheet. 
 
 Unaudited 

 

Opening 
£m 

Cashflows 
£m 

New hire 
purchase 

and 
finance 
leases 

£m 

Foreign 
exchange 

movements 
£m 

Charged 
to income 

statement/ 
Other 

£m 
Closing 

£m 

Cash and cash equivalents 376.8 (14.6) - 1.5 - 363.7 
Cash collateral 18.8 (0.2) - - - 18.6 
Hire purchase and finance lease 
obligations (88.0) 35.4 (22.3) (1.9) - (76.8) 
Bank loans and loan notes (191.6) (14.8) - (2.5) - (208.9) 
Bonds and Notes (497.3) 29.8 - (4.7) (23.7) (495.9) 

Net debt (381.3) 35.6 (22.3) (7.6) (23.7) (399.3) 

Accrued interest on bonds (8.5) 24.5 -          - (25.5) (9.5) 
Effect of fair value hedges 0.1 - - - (0.8) (0.7) 

Net borrowings (IFRS) (389.7) 60.1 (22.3) (7.6) (50.0) (409.5) 

 
The cash collateral balance as at 30 April 2016 of £18.6m (2015: £18.8m) comprises balances held in trust in respect of 
loan notes of £18.2m (2015: £18.4m) and North America restricted cash balances of £0.4m (2015: £0.4m).  In addition, 
cash includes train operating company cash of £283.1m (2015: £281.0m).  Under the terms of the franchise agreements, 
other than with the Department for Transport’s consent, train operating companies can only distribute cash out of retained 
earnings and only to the extent they do not breach any franchise liquidity ratios. 
 
18 CHANGES IN COMMITMENTS AND CONTINGENCIES 

 
(i) Capital commitments 

Capital commitments contracted but not provided at 30 April 2016 were £141.7m (2015: £146.0m). 
 

(ii) Rail bonds 
At 30 April 2016, the Group has provided performance bonds backed by bank facilities or insurance 
arrangements of £75.2m (2015: £87.3m) and season ticket bonds backed by bank facilities or insurance 
arrangements of £71.7m (2015: £70.0m) to the Department for Transport in relation to the Group’s rail 
franchise operations.  £82.5m (2015: £82.5m) of inter-company loan facilities provided to subsidiary train 
operating companies was also backed by a bond issued under a bank facility. 
 

(iii) Legal actions 
 
The US Department of Justice and the New York Attorney General (together, "the Government Plaintiffs") 
initiated litigation against Twin America and its joint venture partners in 2012. The litigation alleged that the 
formation of the Twin America joint venture in 2009 was anti-competitive.  A settlement was agreed with the 
Government Plaintiffs, and has received court approval. 
 
Related to the Twin America litigation involving the Group’s North America Division, the Department of Justice 
is continuing to investigate the conduct of company personnel in responding to discovery obligations in the 
investigation and litigation.  The Department of Justice has not taken any enforcement action related to these 
issues, and the Group is co-operating with the investigation. 
 
The Group and the Company are from time to time party to other legal actions arising in the ordinary course of 
business.  Liabilities have been recognised in the financial statements for the best estimate of the expenditure 
required to settle obligations arising under such legal actions.  As at 30 April 2016, the accruals in the 
consolidated financial statements for such claims total £0.1m (2015: £0.1m). 
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19 RELATED PARTY TRANSACTIONS 

 
Details of major related party transactions during the year ended 30 April 2016 are provided below, except for those 
relating to the remuneration of the Directors and management. 
 

(i) Virgin Rail Group Holdings Limited - Non-Executive Directors 

Two of the Group’s directors are non-executive directors of the Group’s joint venture, Virgin Rail Group 
Holdings Limited.  During the year ended 30 April 2016, the Group earned fees of £60,000 (2015: £60,000) 
from Virgin Rail Group Holdings Limited in this regard.  As at 30 April 2016, the Group had £60,000 (2015: 
£60,000) receivable from Virgin Rail Group Holdings Limited in respect of this.  In addition, the Group net 
purchased £0.2m (2015: £0.4m) from the group headed by Virgin Rail Group Holdings Limited in respect of 
work undertaken on rail franchise  bids and had an outstanding receivable of £Nil as at 30 April 2016 (2015: 
£0.1m) in this respect. 
 
The Group also earned £Nil (2015: £0.3m) from Virgin Holdings Limited (which holds a 51% joint venture 
interest in Virgin Rail Group Holdings Limited), in respect of work undertaken on rail franchise bids and had an 
outstanding receivable of £Nil as at 30 April 2016 (2015: £0.3m) in this respect. 
 

(ii) West Coast Trains Limited 
West Coast Trains Limited is a subsidiary of Virgin Rail Group Holdings Limited (see above).  In the year 
ended 30 April 2016, East Midlands Trains Limited (a subsidiary of the Group) had purchases totalling £0.2m 
(2015: £0.2m) from West Coast Trains Limited, and sales to West Coast Trains Limited totalling £0.3m (2015: 
£1.4m).  The outstanding amounts payable as at 30 April 2016 and 30 April 2015 were immaterial.  The Group 
had £Nil receivable as at 30 April 2016 (30 April 2015: £1.4m). 
 

(iii) Alexander Dennis Limited 

Sir Brian Souter (Chairman) and Ann Gloag (Non-Executive Director) collectively hold, via companies that 
they control, 55.1% (2015: 55.1%) of the shares and voting rights in Alexander Dennis Limited.  Noble 
Grossart Investments Limited (of which, Sir Ewan Brown (Non-Executive Director) is a director of its holding 
company) controls a further 33.2% (2015: 33.2%) of the shares and voting rights of Alexander Dennis Limited. 
None of Sir Brian Souter, Ann Gloag or Sir Ewan Brown is a director of Alexander Dennis Limited nor do they 
have any involvement in the management of Alexander Dennis Limited. Furthermore, they do not participate 
in deciding on and negotiating the terms and conditions of transactions between the Group and Alexander 
Dennis Limited.   
 
For the year ended 30 April 2016, the Group purchased £75.4m (2015: £64.0m) of vehicles from Alexander 
Dennis Limited and £9.8m (2015: £8.9m) of spare parts and other services.  As at 30 April 2016, the Group 
had £1.0m (2015: £0.8m) payable to Alexander Dennis Limited, along with outstanding orders of £96.0m 
(2015: £64.0m). 
 

(iv) Pension Schemes 
Details of contributions made to pension schemes are contained in note 13. 
 

(v) Scottish Citylink Coaches Limited 
A non interest bearing loan of £1.7m (2015: £1.7m) was due to the Group’s joint venture, Scottish Citylink 
Coaches Limited, as at 30 April 2016.  The Group earned £22.0m in the year ended 30 April 2016 in respect 
of the operation of services subcontracted by Scottish Citylink Coaches Limited (2015: £23.8m).  As at 30 
April 2016, the Group had a net £0.5m (2015: £0.7m) receivable from Scottish Citylink Coaches Limited, 
excluding the loan referred to above. 
 

(vi) Twin America LLC 

In the year ended 30 April 2016, the Group earned revenue of £2.4m (2015: £3.3m) from its joint venture, 
Twin America LLC, in respect of ticket sales made by Twin America LLC for tour services provided by Group 
subsidiaries.  As at 30 April 2016, the Group had £0.2m (2015: £0.5m) receivable from Twin America LLC in 
this regard. 
 
The Group had an outstanding receivable of £Nil as at 30 April 2016 (2015: £5.9m) in respect of a loan note to 
Twin America LLC.  The interest receivable for the year ended 30 April 2016 was £Nil (2015: £0.1m). 
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19 RELATED PARTY TRANSACTIONS (CONTINUED) 

 
(vii) East Coast Main Line Company Limited   

The Group owns 90% and Virgin Holdings Limited owns 10% of the ordinary shares in Inter City Railways 
Limited. East Coast Main Line Company Limited is 100% owned by Inter City Railways Limited and enters into 
various arm’s length transactions with other Group companies. In the year ended 30 April 2016, other Group 
companies earned £16.3m from East Coast Main Line Company Limited in respect of the provision of certain 
services including train maintenance and rail replacement bus services (1 March 2015 to 30 April 2015: £4.4m). 
Other Group companies had a net payable balance of £0.8m as at 30 April 2016 (2015: £1.2m). 
 
The ultimate parent company of the Group, Stagecoach Group plc, had an outstanding receivable of £52.5m as 
at 30 April 2016 in respect of loans to East Coast Main Line Company Limited (2015: £35.0m).  The interest 
receivable for the year ended 30 April 2016 was £1.2m (1 March 2015 to 30 April 2015: £0.2m).  Related to that, 
the Group had an outstanding payable for £5.3m as at 30 April 2016 in respect of loans from Virgin Holdings 
Limited (2015: £3.5m). 
 
In addition, in the year ended 30 April 2016, East Coast Main Line Company Limited purchased services 
amounting to £2.2m from Virgin Holdings Limited (2015: £0.5m). The Group had a payable balance of £Nil to 
Virgin Holdings Limited at 30 April 2016 in this respect (2015: £0.5m). 

 
20 POST BALANCE SHEET EVENTS 

 
Details of the final dividend proposed are given in note 5. 
 
Since 30 April 2016, the Group has agreed the sale of the retailing part of the megabus Europe business to FlixBus.  The 
sale will complete on or around 1 July 2016.  The consideration will be satisfied by the issue of a loan note and the Group 
expects that loan note to be fully settled by the end of 2017.  The Group has also agreed that it will transfer a number of 
vehicles to FlixBus, or a nominee of FlixBus, at a future date.  The Group may incur some costs as a result of the sale.  
After taking account of these costs, the Group expects to report an exceptional gain on the disposal of the business.  In 
addition, the Group expects to profitably operate a number of inter-city coach services on behalf of FlixBus for at least a 
further three years. 
 
21 STATUTORY FINANCIAL STATEMENTS 

 
The financial information set out in this preliminary announcement does not constitute the Group’s statutory financial 
statements for the years ended 30 April 2016 or 30 April 2015 within the meaning of section 434 of the Companies Act 
2006.  
 
The financial information for the year ended 30 April 2015 has been extracted from the full financial statements for the 
year ended 30 April 2015. Statutory financial statements for the year ended 30 April 2015, which received an unqualified 
audit report, have been delivered to the Registrar of Companies. The report of the auditors on the financial statements for 
the year ended 30 April 2015 was unqualified and did not contain a statement under either section 498(2) or section 
498(3) of the Companies Act 2006.   
 
The financial statements for the year ended 30 April 2016 will be finalised on the basis of the financial information 
presented in this preliminary announcement and will be delivered to the Registrar of Companies and made available to all 
shareholders in due course.  These financial statements will also be available on the Group’s website and from the 
registered office of the Company at 10 Dunkeld Road, Perth PH1 5TW. 
 
The Board of Directors approved this announcement on 29 June 2016. 
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22 DEFINITIONS 

 
The following definitions are used in this document: 

 Adjusted earnings per share are calculated by dividing profit attributable to equity holders of the parent 

excluding intangible asset expenses and exceptional items by the basic weighted average number of shares in 
issue in the period. 

 Like-for-like amounts are derived, on a constant currency basis, by comparing the relevant year-to-date amount 

with the equivalent prior year period for those businesses and individual operating units that have been part of 
the Group throughout both periods. 

 Operating profit or loss for a particular business unit or division within the Group refers to profit or loss before 

net finance income/costs, taxation, intangible asset expenses, exceptional items and restructuring costs. 

 Operating margin for a particular business unit or division within the Group means operating profit or loss as a 

percentage of revenue. 

 Exceptional items means items which individually or, if of a similar type, in aggregate need to be disclosed by 

virtue of their nature, size or incidence in order to allow a proper understanding of the underlying financial 
performance of the Group. 

 Gross debt is borrowings as reported on the consolidated balance sheet, adjusted to exclude accrued interest 

and the effect of fair value hedges on the carrying value of borrowings. 

 Net debt (or net funds) is the net of cash and gross debt. 


