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FINANCIAL HIGHLIGHTS

Turnover 

£1,068.0 million, up 52%

Operating profit 

£170.2 million, up 32%

Profit before tax* 

£130.2 million, up 34%

Adjusted earnings per share*

7.6p, up 36%

Basic earnings per share

6.3p, up 19%

Dividend

1.2p, up 20%

*Pre-exceptional items and goodwill

amortisation



UK Bus

Bluebird
Fife
Western
Busways
Transit
Cambus

East Midlands
Manchester
Cumberland
Ribble
Red & White

Cheltenham 
& Gloucester

Midland Red
Oxford
United Counties

East London
& Selkent

South
East Kent
Devon

Overseas Bus

Hong Kong Citybus
New Zealand

Australia
Portugal

North America

Coach USA

Rail

South West Trains
Island Line
Supertram

Rolling Stock

Porterbrook

Aviation

Glasgow Prestwick International Airport

Strategic Investments

Road King (China)
Virgin Rail Group
Prepayment Cards Limited

STAGECOACH
HOLDINGS PLC



Stagecoach aims to provide

long-term shareholder value by

creating a global transport

business, focused on innovation

and quality, which benefits both

our customers and employees.
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I am pleased to report continuing progress

across all divisions for the six months to

31 October 1999.

Turnover has increased by 52% to »1,068.0m

(1998 ^ »703.4m) and profit before tax,

exceptional items and goodwill amortisation is

up 34% to »130.2m (1998 ^ »96.9m). Earnings

per share on an equivalent basis rose 36% to

7.6p (1998 ^ 5.6p) with basic earnings per

share rising 19% to 6.3p (1998 ^ 5.3p). Strong

underlying performance growth has been

achieved in a number of our divisions and the

results incorporate a three month contribution

from Coach USA since acquisition.

An interim dividend of 1.2p per share is

proposed which is a 20% increase on

last year (1998 ^ 1p per share) payable

to shareholders on the register at

25 February 2000 and which will be paid

on 16 March 2000.

The acquisition of Coach USA, completed on

26 July 1999, is an exciting and significant

development for the group and provides a

good platform to exploit both the strong

organic growth characteristics in the North

American commuter, charter and urban transit

markets as well as opportunities for further

acquisitions in what is a huge and highly

fragmented market.

Since completion, Coach USA has made

acquisitions totalling $63.7m, including

assumption of related debt, which add annual

revenues of $43.4m and has signed letters of

intent for an approximate further $15m of

revenues. More opportunities are being

explored and I am confident that there is

plenty of scope to continue the strong growth

of this business.

In the UK, fundamental changes in rail

passenger patterns and demands are resulting

in strong organic growth in all of our rail

businesses and this growth is forecast to

continue. Within our rail business portfolio

Porterbrook continues to increase both

turnover and operating profits.

In October, we made a comprehensive

proposal for the long-term development of

South West Trains to the Shadow Strategic

Rail Authority (SSRA) addressing the complex

infrastructure and rolling stock issues facing

the franchise. SSRA have recently announced

the commencement of the franchise

extension process with tendering for three

franchises and we expect South West Trains

to be on the second list to be announced in

the first quarter of next year.

We are also excited at the prospects of our

investment in smart card technology and our

joint investment through Virgin Rail Group in

thetrainline.com internet rail booking service,

which has experienced rapid growth since its

marketing launch in November 1999. Both

these investments provide scope for the

Brian Souter
Executive Chairman

CHAIRMAN'S STATEMENT
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group to participate in technology driven

opportunities within both our UK bus and rail

operations.

The only underperforming part of our portfolio

in the current period was our investment in

Swebus where revenues are determined by a

government imposed inflation index which has

been consistently lower than our rising wage

costs and the decision to exit from this

business was taken quickly when the

opportunity arose. Other overseas businesses

have performed well.

The second half has started satisfactorily and

the profile of our earnings has been

completely transformed over the last two

years with strong organic growth in every area

with the exception of the UK Bus division

which has experienced good margin

improvement. Looking forward, we will

continue to develop our core bus and rail

businesses and target acquisitions within

these areas, particularly within the North

American marketplace, whilst at the same

time seizing privatisation opportunities

internationally to promote further growth. The

completion of our refinancing means that we

now have a strong balance sheet and available

committed funds to support the growth of our

businesses.

BRIAN SOUTER

Executive Chairman 8 December 1999
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In 1999 Stagecoach completed the acquisition

of Coach USA and took the first initiatives into

smart card and internet ticketing while

continuing to grow the core bus and rail

businesses. We also agreed the sale of

Swebus, the only underperforming part of our

business portfolio.

COACHUSA

The acquisition of Coach USA was completed

on 26 July 1999 with regulatory approval

confirmed on 7 September 1999. Operating in

35 US States and Canada, Coach USA is the

largest provider of charter, tour and

sightseeing services in North America, with

some 6,500 coaches and 3,000 taxicabs with

an average fleet age of less than five years.

Turnover for the three months since

completion was »157.0m and operating profits

were »34.2m representing an operating

margin of 21.8%. This compares with turnover

and operating profits of »145.8m and »31.3m

respectively for the equivalent prior year

period, increases of 8% and 9%.

These results reflect underlying revenue

growth of 5.5% on a like-for-like basis which

has been impacted to some extent by the

East Coast hurricane in September and labour

shortages in some areas. They also highlight

the seasonality of this business with

substantial profits earned during the summer/

autumn period offset by weaker performance

over the winter/spring period. In addition,

Coach USA will continue to benefit from

events such as Superbowl XXXIV in Atlanta

where 400-500 coaches will be provided and

the world's largest computer conference,

COMDEX in Las Vegas.

We have now concluded an initial review of the

business and believe that there is good scope

for both growth and margin improvement

throughout the division. Organic revenue

growth continues to be achieved, a pilot

revenue yield management project has now

commenced which we believe offers scope for

further revenue enhancement and a number of

privatisation transit opportunities are currently

subject to bid. Operating dynamics and

organisational issues are very similar to our

experience in other Stagecoach companies and

a number of rationalisation programmes

encompassing standardisation of procedures,

better purchasing, facility and overhead

consolidations will commence in the second

half with resulting restructuring costs charged

as incurred.

Since July, we have already made acquisitions

adding annual revenues of $43.4m for a total

consideration of $63.7m, including assumption

of related debt with motorcoach and taxi

operations acquired in areas such as Atlanta,

Miami and Chicago. Acquisition multiples are

in line with expectations and we currently

have letters of intent in respect of

approximately a further $15m of revenues.

We are continuing to explore a wide range of

acquisition and privatisation opportunities as

part of our growth plans for the business.

Mike Kinski
Group Chief Executive

CHIEF EXECUTIVE'S REVIEW
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UKBUSDIVISION

Turnover from continuing operations was

»265.3m, rising from »254.9m in the previous

year, generating operating profits of »41.6m

compared to »38.3m in 1998.

Operating margins have improved from 15.0%

to 15.7% and passenger volume growth of

0.2% has been achieved. The 0.7% increase

in operating margin has been achieved

through further improvements in the division

from additional procurement, engineering and

operational savings, offset to some extent by

increased labour costs including costs

associated with the phasing out of profit

related pay.

The rural bus scheme continues to have a

positive impact on the division, as do our

various integrated transport and quality

partnership initiatives. The creation of a

group-wide commercial department headed

by Brian Cox, one of our most experienced

executive directors, is now focusing on

commercial strategies and initiatives

throughout the division. We aim to enhance

both the quality of revenues and passenger

volumes, whilst supporting local transport

plans and participation in more quality

partnership agreements. In addition,

continued focus is being given to `people

issues'; the division has now appointed its

first human resources director whose

remit is to address recruitment and

retention issues together with employee

relations, training and formulation of

succession plans for the division.

New vehicle investment has continued with

over 200 additional super low floor vehicles

scheduled to enter the London market this

year. Another 60 new vehicles have been

put into service in Manchester and, typically,

have increased revenues by some 5% as

passengers enjoy the benefits of these

customer-friendly buses. Sixteen new

vehicles have been introduced to serve a

quality partnership with North East

Lincolnshire County Council where their

part of the agreement has brought about

improved customer services through the

provision of new bus shelters, enhanced bus

stops and complementary kerb construction.

The new regional structure is complete and

we now have three regional finance and

administration centres reflecting the

operational management of the division. This

initiative has streamlined the finance function,

focusing on best practice and processing

efficiencies across the division and creating a

platform to support management information

requirements in the future. Annualised cost

savings of circa »1m are expected to accrue

from this exercise.

The Chairman and myself were pleased to

attend John Prescott's recent bus summit and

fully support the initiatives for further bus

investment and improved customer service

and communications.
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OVERSEASBUSDIVISION

Turnover for continuing operations was

»85.6m, »73.1m higher than the previous year

and operating profits were »12.8m compared

to »2.2m for the comparable period.

This interim report reflects the first full

6 months' trading of Citybus in Hong Kong

as part of the group. Revenues for the

period were »64.1m and operating profits

were »9.7m giving an operating margin of

15.1%, up from an operating margin of

11.4% for the year to 31 December 1998,

the year before our ownership. Turnover has

been slightly affected by a particularly severe

typhoon season, although this has been

more than compensated for by cost savings.

Passenger numbers in the Hong Kong Island

franchise continue to be well ahead of the

previous year.

The restructuring programme at Citybus is

well advanced and staff numbers have been

reduced by some 10% since the acquisition in

March of this year, half of which resulted from

a very successful voluntary redundancy

programme which guaranteed volunteers

enhanced terms on leaving the company.

The payback period of this programme will be

approximately 7 months. The management

team is now focused on developing the

business for the long term, continuing to

improve customer services, introducing group

wide engineering standards and processes

and achieving further savings from group

synergies such as procurement.

In New Zealand, the core bus business

improved margins from 19.3% to 21.7% and

the integration of Yellow Bus is now largely

complete with operating margins improving

from 11.5% to 16.6%. Fuller's Ferries, which

reported a small loss for the winter period, is

currently enjoying the benefits of the

America's Cup which is being held in Auckland

and which will have a positive impact on its

results for the second half of the year.

Portugal continues to perform in line with

expectations with an operating margin of

17.2% being reported for the first half of the

year compared to 20.6% for the comparable

period which included the significant one-off

benefits of Expo 98.

Operating performance in Sweden has

deteriorated during the current year due to the

price structure of the tendered market and the

impact of the national strike earlier in the year.

As a result the Board concluded that

management and financial resources could be

allocated more effectively and profitably

elsewhere in the group, particularly in the

North American market. On 27 October 1999,

we announced that an agreement had been

reached on the terms of disposal of Swebus

to Concordia Bus Sweden AB, a subsidiary of

Schoyen Gruppen AS, a Norwegian

investment company backed by a private

equity fund. Completion is expected to take

place in early January 2000, conditional among

other things, on EU regulatory approval.

CHIEF EXECUTIVE'S REVIEW
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Swebus has been accounted for as a

discontinuing operation.

RAIL DIVISION

Turnover has increased from »168.8m to

»186.4m, whilst profits have increased from

»17.3m to »19.5m. South West Trains

passenger volumes have increased by 7.1%

year on year and passenger income has

improved by 9.7%.

Safety remains an absolute priority in our rail

division as it does in all of our businesses.

The tragic accident at Labroke Grove has

reinforced this imperative and we continue to

review our safety arrangements closely in

order to ensure we maintain the highest

standards of safety throughout our operations.

The punctuality and reliability of train services

improved during the summer and South West

Trains delivered some of its best results since

privatisation. Unofficial industrial action by

some of our drivers and the leaf fall season

has resulted in a poorer service during the

Autumn and our priority is to continue the

summer improvements over the winter

period. Average punctuality for suburban and

mainline services have improved in the period

and both are above charter levels. Although

reliability has been affected slightly by the

issues mentioned above, mainline reliability

has remained above charter levels and

suburban reliability is close to charter levels.

The Island Line continues to be the only train

operating company to be awarded the

Shadow Strategic Rail Authority coveted ``A''

status for service excellence.

The focus on improving customer service

continues. We now have 24 hour information

available to every customer at every station,

managed through three Local Information and

Control Centres. Each station `help point',

provides train running information and has the

facility, through an emergency button, to

connect a caller direct to the emergency

services. The Control Centres provide

information and monitor CCTV security

systems in stations and car parks. South West

Trains now has CCTV on 102 of its 176

stations and 68% of its 18,000 car park spaces

are now monitored by the same systems.

Our revenue protection measures continue.

The automatic ticket barriers at our 18 busiest

stations, an increased revenue protection

inspectorate and better on-train management

has already delivered significant revenue

improvements and reduced fare evasion.

These initiatives have also been welcomed by

the Railway Transport Police in helping to

reduce crime and anti-social behaviour on the

railway system.

A summer TV advertising campaign to promote

off-peak travel, which won an award from the

advertising industry for its simplicity and

effectiveness, has stimulated off peak growth

by a further 3% during the summer months.

Thirty new electric trains are set to

commence entering service in early 2000 and
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a further eight new diesel trains have recently

been ordered and will enter service in late

2000. All of this new train investment is over

and above that required by the franchise

agreement and is playing a part in reversing

the decades of under-investment in the rail

network.

VIRGINRAIL GROUP

Our share of revenue for the period amounted

to »128.3m and pre tax earnings from our

joint venture interest was »7.2m despite a

15% reduction in franchise subsidies during

the period.

Growth in revenues continue to outpace the

rail industry average with passenger numbers

increasing year on year by 7% and 5% for

CrossCountry and West Coast respectively

and revenues increasing by 10% for

CrossCountry and 14% for West Coast.

Operational performance has improved during

the period. Reliability has consistently

exceeded the 99% target for the period and

punctuality has continued to improve with

West Coast moving from 87.6% at April 1999

to 87.8% currently and CrossCountry

improving from 84.0% to 85.6% over the

same period. This trend reflects the

importance and emphasis the management

team places on operational improvements.

VRG continues to develop and improve

customer services and ticketing initiatives.

thetrainline.com is the only rail ticket booking

facility on the internet at this time. A major

marketing campaign was launched during

November 1999 to raise the profile of this

unique facility. We estimate our share of the

project costs will amount to at least »5m, and

these will be reflected in the full year results.

To date the response to the advertising has

been very encouraging with the site having

over 330,000 registered users.

The manufacture of new rolling stock remains

on target and the first coach bodies for the

West Coast mainline have been delivered to

the UK on schedule. Work is also well

underway on the first Voyagers trains for

CrossCountry. Railtrack has commenced the

»2bn phase 1 infrastructure project planned

for the West Coast mainline between now

and 2002. Phase 2 is on schedule for a

»590m upgrade that will raise line speed to

140 mph by 2005.

PORTERBROOK

Turnover for the period was »138.2m

compared to »129.3m last year and operating

profits have increased from »61.8m to

»70.5m, largely as a result of 71 new trains

being brought into service.

The first half of the year has seen Porterbrook

focus on the introduction of the new trains it

has on order. Although delays in production

and delivery continue to be experienced,

progress has been made on the introduction

of Turbostar diesel multiple units for a number

CHIEF EXECUTIVE'S REVIEW
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of train operating companies. These have

been well received and are highly regarded by

the public and operators alike. It is interesting

to note that all of the new trains that have

entered passenger service with the train

operating companies in the UK since rail

privatisation are owned by Porterbrook.

A further 26 Turbostars have been ordered in

the period, bringing our total commitment in

new trains to over »500m since privatisation.

Porterbrook has been working with the other

two ROSCOs on the implementation of TPWS

(Train Protection Warning System). As a result

of the Ladbroke Grove accident we are

actively involved in discussions to accelerate

the implementation date, which is currently

31 December 2003.

Going forward, Porterbrook is currently in

dialogue with a number of train operating

companies who are applying for franchise

extensions in line with the SSRA's recent

announcements and is working with them

to formulate their proposals. Success in

franchise extension will require the industry

to invest in new trains as well as refurbishing

and upgrading existing equipment.

Porterbrook is well placed to secure new

business based on its strong track record

to date.

New investments will be financed internally

through securitisation or through joint venture

or partnership financing arrangements.

GLASGOWPRESTWICK INTERNATIONAL

AIRPORT

Turnover was »13.8m, »1.1m higher than last

year and operating profits of »2.0m were

reported, compared to »1.8m in 1998, despite

the impact of the cessation of tax and duty

free sales within the European Union from

1 July 1999.

Prestwick continues to establish itself as a

favourite for air travellers wishing to avoid the

congestion and high cost of other Scottish

airports. Passenger volumes are up 18% and

an increasing selection of scheduled and

chartered destinations are appearing in

Prestwick's portfolio.

Whilst air freight tonnage for the first half year

remains the same at approximately 20,000

tonnes, the number of freight flights into

Prestwick has increased. The recent addition

of Singapore Airlines to its customer base and

the granting of fifth freedom rights for US

registered cargo carriers provides strong

freight growth opportunities. In addition a

large air frame maintenance base will be

established shortly at Prestwick, further

broadening the opportunities for expansion of

the freight side of the business.

OTHER INTERESTS

ROADKING INFRASTRUCTURE LIMITED

Our strategic investment in Road King

Infrastructure Limited continues to perform

well financially with our share of operating
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profits for the period amounting to »9.9m.

This reflects year on year traffic and revenue

growth of 13% for the period to 30 June 1999

and the completion of the sale of Road King's

interest in Shenzhen Meiguan Expressway.

Our share of the gain on the disposal of the

expressway amounted to »3.4m.

Infrastructure development in China continues

and Road King has announced proposed

investments in three further road projects with

a total investment of HK$900m. At 30 June

1999 Road King had financial reserves of

approximately HK$1.4bn and a relatively low

gearing ratio of 17%. The financial strength of

Road King combined with its experienced

management team places the company in a

strong position to benefit from infrastructure

developments in the region.

PREPAYMENTCARDS LIMITED

On 23 September 1999, Stagecoach

announced the establishment of a joint

venture company, Prepayment Cards Limited,

(PCL) to provide smart card solutions for

transport services across the UK.

PCL, which is jointly owned by Stagecoach,

Sema Group plc and ERG Group, an Australian

company with worldwide experience in smart

card technology, will provide smart card

payment and ticketing systems to UK

transport operators. The system, which has

been developed by ERG in Australia, acts as a

clearing house by issuing cards, holding funds

and acting as a settlement facility between

transport operators. It also provides real time

passenger journey information and has the

potential to deliver truly integrated ticketing.

A similar system developed by ERG, Octopus,

has been successfully installed and operated

in Hong Kong and has been adopted by some

six million passengers to travel on bus, tram,

train and ferry services with a single electronic

card. Stagecoach has first hand experience of

operating this system through its Hong Kong

bus subsidiary, Citybus.

Stagecoach will be the first UK operator to

introduce this smart card technology into its

UK bus operations commencing in

Manchester. In due course, Stagecoach

intends to be able to offer a fully integrated

smart card ticketing system across as much

of its bus network as possible and would look

to extend this system into its rail operations.

MIKE KINSKI

Group Chief Executive 8 December 1999

CHIEF EXECUTIVE'S REVIEW
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OVERALL REVIEW

Turnover for the half year increased by 52%

to »1,068.0m and operating profit rose by

32% to »170.2m and includes the first full

May to October period contributions from last

year's acquisitions of YBC, Fullers, Virgin Rail

Group and Citybus and a seasonally strong

contribution from August onwards from Coach

USA. Depreciation for the period increased

from »91.6m to »103.5m whilst goodwill

amortisation has increased principally as a

result of the Coach USA acquisition from

»0.4m to »18.2m. Restructuring costs

amounted to »3.8m of which »1.6m was at

Citybus and »0.9m in relation to the

restructuring of the UK bus division finance

and administration functions. These

restructuring programmes are well underway

and the benefits will be seen in future

operating results.

ACQUISITIONSANDDISPOSALS

The acquisition of Coach USA has had a

significant impact on the cash flows and

financial structure of the group. The

consideration was $1,090m together with

expenses of $40m and the assumption of

local debt of $837m. Funding for the

acquisition and refinancing of local debt was

provided through a $2.25bn loan facility. The

refinancing of $1.25bn of this facility was

completed in November 1999 through equity

and bond market issues. Total goodwill of

»799.9m has been recorded on the acquisition

and is reflected in the balance sheet and will

be amortised over 20 years. The goodwill is

after taking account of preliminary fair value

adjustments.

The disposal of our Swebus operations was

announced on 27 October 1999 for a

consideration of »100m and net debt in

relation to these operations was »99.9m at

31 October 1999. An estimated pre-tax loss

on disposal of »12.3m will be recorded in the

second half of the year, subject to completion.

EQUITY ANDBONDMARKET FUND

RAISING

On 9 November 1999 an open offer and

international offering raised approximately

»389m of new equity (net of expenses).

Also on 9 November 1999 a ten year

US$500m bond was issued and on

22 November 1999 a five year Euro400m bond

was issued. These bond issues have

successfully established Stagecoach as a

borrower in the international capital markets,

diversified our funding sources and extended

our average debt maturity profile from 4.4 years

at 30 April 1999 to 6.0 years. These

transactions are not reflected in the results or

balance sheet as at 31 October 1999.

Following the refinancing and the proposed

sale of Swebus, we now have a strong

balance sheet and available committed funding

to continue our expansion strategy.

On 18 November 1999 Coach USA

announced a tender and consent offer in

respect of its $150m 93Ù8% senior

subordinated notes due 2007. This tender

Keith Cochrane
Group Finance Director

FINANCIAL REVIEW
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and consent will remove a number of

covenants and reporting requirements and

is the final element in the refinancing of the

Coach USA acquisition. The tender offer

period closes on 13 December 1999.

In order to raise funds in the appropriate

capital markets the group has been assessed

by three independent credit rating agencies

and is currently assigned the following long

term credit ratings: Standard and Poors BBB+,

Fitch IBCA BBB+ and Moody's Baa2. We

believe these ratings clearly demonstrate the

cash generative and stable nature of each of

our businesses.

OPERATING CASH FLOWSANDCAPITAL

EXPENDITURE

Operating cash flows remain strong growing

from »189.6m to »226.0m. Capital

expenditure was »164.8m reflecting the

purchase of 276 buses in the UK, 245 buses

overseas, rolling stock expenditure of

»47.2m and maintenance capital expenditure

of »31.9m by Porterbrook. Since our

acquisition of Coach USA »19.6m has been

spent on capital expenditure and »9.4m on

acquiring new businesses. Capital

expenditure is expected to increase in the

second half with capital commitments of

approximately »291.0m, primarily resulting

from the new train programme at

Porterbrook.

NET ASSETSANDNETDEBT

Net assets increased to »794.6m (30 April

1999 ^ »725.4m) whilst net debt increased to

»2,108.5m (30 April 1999 ^ »904.9m) as a

result of the Coach USA acquisition. This is

equivalent to gearing of 265% (30 April 1999 ^

125%). Excluding Porterbrook securtised debt

and offsetting restricted cash reduces gearing

to 221% (30 April 1999 ^ 75%). On a

proforma basis, taking into account the equity

issue completed on 9 November 1999 and the

proposed sale of Swebus, net assets and net

debt are »1,215.1m and »1,519.6m

respectively and gearing is 125%.

INTERESTCOVER

The ratio EBITDA (earnings before interest,

tax, depreciation, amortisation and exceptional

items) to interest is our primary interest cover

measure and was 5.0 times (six months

ended 31 October 1998 ^ 6.8 times).

Following the equity issue this is expected to

improve in the second half. The average

interest rate for the period to 31 October 1999

was 6.8% (year ended 30 April 1999 ^ 7.2%).

As a result of the general interest rate

environment, the acquisition of Coach USA

and the subsequent capital markets issues we

expect our average interest cost to increase

for the full year. At 31 October 1999 a total of

58% of the group's net borrowings are

covered by fixed and capped interest rates

(30 April 1999 ^ 72%). This reduces to 50%

(30 April 1999 ^ 51%) after eliminating

securitised debt and offsetting restricted cash

balances where the group policy is to match

known lease revenue streams with fixed

interest costs.

FINANCIAL REVIEW
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TAXATION

The tax charge for the half year of »25.2m

represents an effective tax rate of 22.5%

(year ended 30 April 1999 ^ 24.7%). The

taxation charge has been based on the

estimated effective rate for the full year by

business sector. The lower effective rate

reflects the continuing high level of capital

expenditure particularly in rolling stock and the

capital structure of overseas operations. In

light of future capital expenditure projections

we believe this lower effective tax rate can be

sustained under current accounting standards.

YEAR 2000

The group has developed a plan in relation to

Year 2000 issues to ensure all significant risks

are addressed well in advance of critical dates

and with minimum disruption to the business.

Each business unit has managed a Year 2000

project with overall co-ordination through a

senior manager who is responsible to the

board for ensuring that the plan addresses the

risks identified and is progressed on schedule.

The board is confident that the group has now

achieved Year 2000 compliance on all internal

systems that have a potential material impact

on the business.

Most of the major risks and uncertainties

involved in the group's Year 2000 issues are

believed to be common to many companies in

the transport sector and relate to its

dependence upon the successful

implementation of Year 2000 programmes by

other commercial entities and government

bodies. The group has taken action to address

these and obtained written assurances where

appropriate. The group's internal audit function

has reviewed all Year 2000 projects and

where particular third-party risks have been

identified, the project teams have reviewed

third-party Year 2000 test procedures. The

group has contacted its key suppliers and they

have provided Year 2000 assurances.

The group's rail operations rely heavily on

Railtrack's Year 2000 programme which is

now complete. There is a UK industry wide

rail contingency initiative which facilitates the

implementation of best practice in the

preparation of rail contingency plans.

Contingency plans have been prepared by

South West Trains and the Island Line with

the approval of the Rail Regulator.

Contingency plans are also in place for the

group's other operations.

The group continues to charge the costs of

Year 2000 projects to the profit and loss

account as they are incurred except where

they involve replacement or enhancement of

the existing system, in which case the

relevant proportion has been capitalised. Year

2000 costs amounted to »2.4m in the financial

year ended 30 April 1999. The group has

incurred a further »2.6m of costs to complete

the project.

KEITH COCHRANE
Group Finance Director 8 December 1999
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Unaudited Audited

6 months to 6 months to Year to

31 October 31 October 30 April

1999 1998 1999

Restated

Notes »m £m £m
A

TURNOVER: GROUP ANDSHARE OF JOINT VENTURE 3 1,068.0 703.4 1,548.4
Less: Share of joint venture turnover (128.3) (17.5) (134.9)

A

GROUP TURNOVER 939.7 685.9 1,413.5
A

Continuing operations 670.0 558.9 1,178.2
Acquisitions during the current period 157.0 Nil Nil

A

827.0 558.9 1,178.2
Discontinuing operations 112.7 121.1 229.4
Discontinued operations Nil 5.9 5.9

A

939.7 685.9 1,413.5
Operating costs (including goodwill amortisation »14.0m

(6 months to 31 October 1998 ^ »Nil ; year to
30 April 1999 ^ »1.8m)) (826.9) (604.8) (1,248.0)

Other operating income 2 54.7 46.7 106.7
Group overheads (8.9) (5.8) (14.9)

A

OPERATING PROFIT OFGROUPCOMPANIES 3 158.6 122.0 257.3
A

Share of operating profit from interest in joint venture 5.9 2.6 9.4
Goodwill amortised on joint venture (4.0) (0.4) (4.4)
Share of operating profit from interest in associate 9.9 4.9 12.4
Goodwill amortised on associate (0.2) Nil Nil

A

TOTALOPERATING PROFIT: GROUP ANDSHARE OF JOINT
VENTURE AND ASSOCIATE 170.2 129.1 274.7

A

Represented by:
Continuing group operations 129.0 114.1 244.7
Acquisitions of subsidiary operations during the

current period 24.2 Nil Nil
Joint ventures and associates 11.6 7.1 17.4

A

164.8 121.2 262.1
Discontinuing operations 5.4 9.4 14.1
Discontinued operations Nil (1.5) (1.5)

A

TOTALOPERATING PROFIT: GROUP ANDSHARE OF JOINT
VENTURE AND ASSOCIATE 170.2 129.1 274.7
Profit on sale of properties ^ continuing operations Nil 0.4 0.2
Loss on disposal of investments in Africa Nil (3.8) (3.8)

A

PROFIT ONORDINARY ACTIVITIES BEFORE INTEREST AND TAXATION 170.2 125.7 271.1
Interest payable (net) (58.2) (32.6) (61.0)

A

PROFIT ONORDINARY ACTIVITIES BEFORE TAXATION 112.0 93.1 210.1
Taxation on profit on ordinary activities 4 (25.2) (24.5) (51.8)

A

PROFIT ONORDINARY ACTIVITIES AFTER TAXATION 86.8 68.6 158.3
Minority interests Nil 0.1 0.1

A

PROFIT FOR THE FINANCIAL PERIOD 86.8 68.7 158.4
DIVIDENDS (PROPOSED 1.2p PER SHARE) (19.7) (13.2) (40.9)

A

RETAINED PROFIT FOR THE PERIOD 67.1 55.5 117.5
A

EARNINGS PER SHARE
^ Basic 5 6.3p 5.3p 12.0p

A

^ Basic before goodwill amortisation and exceptional
items 5 7.6p 5.6p 12.7p

A

^ Diluted 5 6.2p 5.3p 11.9p
A

The accompanying notes form an integral part of this profit and loss account.

CONSOLIDATED PROFIT AND LOSS ACCOUNT
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Unaudited Audited

As at As at As at

31 October 31 October 30 April

1999 1998 1999

Restated Restated

»m £m £m
A

FIXED ASSETS

Intangible assets 913.7 19.6 123.5
Tangible assets 2,125.3 1,480.6 1,714.8
Investments
^ Investment in joint venture

Goodwill 100.2 97.4 104.3
Share of gross assets 92.3 95.7 87.4
Share of gross liabilities (60.8) (63.7) (60.4)
Shareholder loan notes 20.0 20.0 20.0

A

151.7 149.4 151.3
^ Investment in associates 109.5 90.4 108.1
^ Other investments 4.6 7.2 2.5

A

3,304.8 1,747.2 2,100.2
A

CURRENT ASSETS

Debtors and prepaid charges ^ due within one year 305.3 145.3 167.0
^ due after more than

one year 35.6 23.8 27.6
Cash at bank and in hand 373.8 306.5 321.8

A

714.7 475.6 516.4
CREDITORS: Amounts falling due within one year (846.2) (600.3) (706.3)

A

NET CURRENT LIABILITIES (131.5) (124.7) (189.9)
A

TOTAL ASSETS LESS CURRENT LIABILITIES 3,173.3 1,622.5 1,910.3

CREDITORS: Amounts falling due after more than one year (2,141.6) (876.9) (950.8)
PROVISIONS FOR LIABILITIES AND CHARGES (237.1) (227.6) (234.1)

A

NET ASSETS 794.6 518.0 725.4
A

CAPITAL ANDRESERVES

Equity share capital 7.0 6.6 6.9
Share premium account 414.1 710.3 391.4
Profit and loss account 372.3 259.2 325.0
ESOP distribution reserve 1.2 0.8 2.1
Other reserves Nil (458.9) Nil

A

SHAREHOLDERS' FUNDS^EQUITY 794.6 518.0 725.4
A

The accompanying notes form an integral part of this balance sheet.

CONSOLIDATED BALANCE SHEET
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Unaudited Audited

6 months to 6 months to Year to

31 October 31 October 30 April

1999 1998 1999

Restated

Notes »m £m £m
A

NET CASH INFLOW FROMOPERATING ACTIVITIES 6 226.0 189.6 452.3
DIVIDENDS FROM JOINT VENTURE ANDASSOCIATE 3.6 1.5 3.1

A

RETURNSON INVESTMENTS AND SERVICINGOF FINANCE

Interest paid (57.0) (42.6) (82.1)
Interest element of HP and lease finance (4.4) (5.6) (11.4)
Interest received 10.7 19.0 36.6

A

NET CASHOUTFLOW FROMRETURNSON INVESTMENTS AND

SERVICINGOF FINANCE (50.7) (29.2) (56.9)
A

TAXATION 2.4 0.5 (44.3)
A

CAPITAL EXPENDITURE AND FINANCIAL INVESTMENT

Purchase of tangible fixed assets (116.9) (38.2) (93.6)
Maintenance capital expenditure (31.9) (34.1) (74.4)
Sale of tangible fixed assets 6.3 10.3 22.0

A

NET CASHOUTFLOW FOR CAPITAL EXPENDITURE AND FINANCIAL

INVESTMENT (142.5) (62.0) (146.0)
A

ACQUISITIONS ANDDISPOSALS

Acquisition of subsidiaries (728.2) (38.3) (203.3)
Net cash acquired with subsidiaries 47.3 1.1 8.8
Purchase of goodwill Nil (0.4) Nil
Purchase of investments in joint venture and associate (0.3) (151.1) (152.6)
Purchase of other investments (12.5) Nil (0.1)
Disposal of subsidiaries/businesses net of cash 0.3 0.6 0.6

A

NET CASHOUTFLOW FROMACQUISITIONS ANDDISPOSALS (693.4) (188.1) (346.6)
A

EQUITY DIVIDENDS PAID (27.7) (19.3) (32.3)
A

NET CASHOUTFLOWBEFOREMANAGEMENT OF

LIQUID RESOURCES AND FINANCING (682.3) (107.0) (170.7)
A

MANAGEMENTOF LIQUID RESOURCES

Increase in deposits and short term investments Nil (27.4) Nil
A

FINANCING

Sale of tokens 5.8 5.3 15.6
Redemption of tokens (8.4) (7.9) (14.7)
Issue of share capital for cash 0.1 164.8 307.2
Costs of issuing new shares Nil (3.7) (5.4)
Increase in collateral balances 3.7 5.2 1.3
Repayment of loan notes (0.3) (0.5) (1.0)
Increase in borrowings 771.3 126.3 121.8
Repayments of hire purchase and lease finance (32.9) (34.0) (93.5)

A

NET CASH INFLOW FROM FINANCING 739.3 255.5 331.3
A

INCREASE IN CASH 7 57.0 121.1 160.6
A

FREE CASH FLOW 149.4 128.3 279.8
A

FREE CASH FLOWPER SHARE 10.8p 10.0p 21.2p
A

The accompanying notes form an integral part of this cash flow statement.

CONSOLIDATED CASH FLOW STATEMENT
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Unaudited Audited

6 months to 6 months to Year to

31 October 31 October 30 April

1999 1998 1999

Restated

»m £m £m
A

PROFIT FOR THE FINANCIAL PERIOD 86.8 68.7 158.4
Translation differences on foreign currency net

investments (9.4) (3.8) (0.2)
Goodwill sold, previously written off to reserves 0.3 Nil Nil
Contribution to QUEST (10.5) Nil Nil

A

TOTAL RECOGNISEDGAINS AND LOSSES RELATING TO THE PERIOD 67.2 64.9 158.2
PRIOR YEAR ADJUSTMENT Nil 8.6 8.6
REVERSALOF UNREALISED REVALUATION SURPLUS RECOGNISED

IN PREVIOUS PERIODS (AS EXPLAINED INNOTE 1) (5.6) Nil Nil
A

TOTAL RECOGNISEDGAINS AND LOSSES RECOGNISED

FOR THE PERIOD 61.6 73.5 166.8
A

Unaudited Audited

6 months to 6 months to Year to

31 October 31 October 30 April

1999 1998 1999

Restated

»m £m £m
A

PROFIT FOR THE FINANCIAL PERIOD 86.8 68.7 158.4
Dividends (19.7) (13.2) (40.9)

A

67.1 55.5 117.5
Other recognised gains and losses relating to

the period (see above) (19.6) (3.8) (0.2)
New share capital issued less costs 22.6 201.8 343.3
ESOP distribution reserve (decrease)/increase (0.9) (0.7) 0.6
Goodwill written off on consolidation Nil 1.2 Nil
Reversal of unrealised revaluation surplus Nil (0.2) Nil

A

NET ADDITIONS TO SHAREHOLDERS' FUNDS 69.2 253.8 461.2
A

OPENING SHAREHOLDERS' FUNDS AS PREVIOUSLY STATED 731.0 261.2 261.2
PRIOR YEAR ADJUSTMENT Nil 8.6 8.6
REVERSALOF UNREALISED REVALUATION SURPLUS RECOGNISED

IN PREVIOUS PERIODS (AS EXPLAINED INNOTE 1) (5.6) (5.6) (5.6)
A

OPENING SHAREHOLDERS' FUNDS AS RESTATED 725.4 264.2 264.2
A

CLOSING SHAREHOLDERS' FUNDS 794.6 518.0 725.4
A

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

CONSOLIDATED STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
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1. BASIS OF PREPARATION

The financial information for the six months ended 31 October 1999 has not been audited, nor

has the restated financial information for the six months ended 31 October 1998. However, the

interim report includes a review report, signed by the auditors. The figures for the year ended

30 April 1999 do not constitute the company's full statutory accounts, which received an

unqualified audit report and have been filed with the Registrar of Companies. This interim report

was approved by the Board of Directors on 8 December 1999. It has been prepared in

accordance with applicable accounting standards on a consistent basis using accounting policies

set out in the 1999 Annual Report except as listed below.

Financial Reporting Standard 12 `Provisions, Contingent Liabilities and Contingent Assets' was

published by the UK Accounting Standards Board on 17 September 1998. Compliance with

FRS 12 is mandatory in respect of annual accounts for years ending on or after 23 March 1999.

At the time of the 31 October 1998 interim report, the directors considered that there had been

insufficient time since the publication of FRS 12 to consider fully the implications of the new

standard on the company's accounting policy for rolling stock maintenance costs.

The standard was applied as at 31 October 1998 to self insurance and token redemption

provisions where the required accounting treatment is clearer under FRS 12.

FRS 12 was adopted in the financial statements for the year ended 30 April 1999 with regards to

rolling stock and maintenance costs. Under the new standard, rolling stock maintenance costs

are capitalised and amortised. The financial information for the six months ended 31 October

1998 has been restated.

On 18 February 1999, the UK Accounting Standards Board issued Financial Reporting Standard

15, `Tangible Fixed Assets'. Compliance with FRS 15 is mandatory in respect of annual accounts

for years ending on or after 23 March 2000. The guidance and requirements of this standard

were considered in determining the change of accounting policy with regards to rolling stock

maintenance costs.

The only other significant impact of FRS 15 on the group is in respect of fixed asset revaluations.

The standard requires each class of tangible fixed assets to be revalued at certain minimum

intervals or not at all. The group has revalued certain of its properties in prior periods. The policy

that has now been adopted is to restate the value of tangible fixed assets to depreciated

historical cost, as permitted by the standard. The impact on the reported profits of the prior year

is not material. The group's policy remains unchanged for tangible fixed assets that are restated

to fair value on acquisition, in accordance with Financial Reporting Standard 7.

NOTES TO THE INTERIM REPORT
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2. OTHEROPERATING INCOME
Unaudited Audited

6 months to 6 months to Year to

31 October 31 October 30 April

1999 1998 1999

»m £m £m
A

Miscellaneous revenue 23.5 15.5 43.8
Gains on disposal of assets other than properties 0.5 0.4 0.7
OPRAF franchise support 30.7 30.8 62.2

A

54.7 46.7 106.7
A

3. SEGMENTALANALYSIS
(A) TURNOVER

Unaudited Audited

6 months to 6 months to Year to

31 October 31 October 30 April

1999 1998 1999

Restated

»m £m £m
A

UK bus core operations 265.3 254.9 516.9
Other overseas 9.2 9.9 20.5
Acquisitions ^ 1998/99:
Overseas bus ^ New Zealand 12.3 2.6 18.0
Overseas bus ^ Hong Kong 64.1 Nil 20.9

A

Total bus continuing operations 350.9 267.4 576.3

Rail 186.4 168.8 348.6
Porterbrook 138.2 129.3 269.5
Aviation 13.8 12.7 22.3

A

Total continuing operations 689.3 578.2 1,216.7
A

Acquisitions ^ 1999/2000:
North America ^ Coach USA 157.0 Nil Nil

A

Discontinuing operations:
Swebus 112.7 121.1 229.4

A

Discontinued operations Nil 5.9 5.9
Elimination of intra-segment turnover (19.3) (19.3) (38.5)

A

GROUP TURNOVER 939.7 685.9 1,413.5
Share of joint venture turnover 128.3 17.5 134.9

A

GROUP TURNOVER ANDSHARE OF JOINT VENTURE TURNOVER 1,068.0 703.4 1,548.4
A

NOTES TO THE INTERIM REPORT
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3. SEGMENTALANALYSIS (CONTINUED)
(B) OPERATING PROFIT

Unaudited Audited

6 months to 6 months to Year to

31 October 31 October 30 April

1999 1998 1999

Restated

»m £m £m
A

UK bus core operations 41.6 38.3 81.7
Other overseas 1.7 1.9 3.9
Acquisitions ^ 1998/99:
Overseas bus ^ New Zealand 1.4 0.3 2.1
Overseas bus ^ Hong Kong 9.7 Nil 2.6

A

Total bus continuing operations 54.4 40.5 90.3
Rail 19.5 17.3 33.8
Porterbrook 70.5 61.8 140.2
Aviation 2.0 1.8 3.6

A

Total continuing operations 146.4 121.4 267.9
A

Acquisitions ^ 1999/2000:
North America ^ Coach USA 34.2 Nil Nil

A

Discontinuing operations:
Swebus 5.5 9.4 14.4

A

186.1 130.8 282.3
A

Discontinued operations Nil (1.5) (1.5)
Group overheads (8.9) (5.8) (14.9)
Goodwill amortisation (14.0) Nil (1.8)
Redundancy/restructuring costs
^ continuing operations (3.7) (0.7) (4.4)
^ discontinuing operations (0.1) Nil (0.3)

ESOP distribution (0.8) (0.8) (2.1)
A

TOTALOPERATING PROFIT OFGROUP COMPANIES 158.6 122.0 257.3
A

Share of operating profit of joint venture 5.9 2.6 9.4
Goodwill amortised on investment in joint venture (4.0) (0.4) (4.4)
Share of operating profit of associate 9.9 4.9 12.4
Goodwill amortised on investment in associate (0.2) Nil Nil

A

TOTALOPERATING PROFIT: GROUP ANDSHARE OF

JOINT VENTURE AND ASSOCIATE 170.2 129.1 274.7
A

NOTES TO THE INTERIM REPORT
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4. TAXATION

The taxation charge comprises:
Unaudited Audited

6 months to 6 months to Year to

31 October 31 October 30 April

1999 1998 1999

Restated

»m £m £m
A

Group companies 23.2 24.4 50.3
Share of joint venture's tax 1.9 Nil 1.4
Share of associate's tax 0.1 0.1 0.1

A

25.2 24.5 51.8
A

5. EARNINGS PER SHARE

Earnings per ordinary share have been calculated in accordance with FRS 14 `Earnings per
Share', by calculating group profit on ordinary activities after tax and minority interest, divided by
the weighted average number of ordinary shares in issue during the period based on the
following:

Unaudited Audited

6 months to 6 months to Year to

31 October 31 October 30 April

1999 1998 1999

Restated

»m £m £m
A

PROFIT FOR THE PERIOD AFTER TAXATION AND

MINORITY INTEREST (»MILLION) 86.8 68.7 158.4
A

Basic weighted average share capital
(number of shares, million) 1,382.7 1,285.4 1,317.9

Dilutive shares
^ Executive Share Option Scheme 1.8 2.7 2.0
^ Employee SAYE Scheme 7.8 9.9 9.3

A

Diluted weighted average share capital
(number of shares, million) 1,392.3 1,298.0 1,329.2

A

NOTES TO THE INTERIM REPORT
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6. RECONCILIATIONOFOPERATING PROFIT TONET CASH INFLOWFROMOPERATINGACTIVITIES

Unaudited Audited

6 months to 6 months to Year to

31 October 31 October 30 April

1999 1998 1999

Restated

»m £m £m
A

Operating profit of group companies 158.6 122.0 257.3
Depreciation 103.5 91.6 186.2
Profit on sale of tangible fixed assets (0.5) (0.4) (0.7)
Goodwill amortisation 14.0 Nil 1.8
ESOP distribution 0.8 0.8 2.1
(Increase)/decrease in debtors (31.0) 0.7 (12.3)
(Decrease)/increase in creditors (13.0) (13.2) 20.6
Decrease in provisions (6.4) (11.9) (2.7)

A

Net cash inflow from operating activities 226.0 189.6 452.3
A

During the period the group entered into hire purchase arrangements in respect of new assets
with a total capital value at the inception of the contracts of »25.2m (31 October 1998 ^ »37.5m).

7. RECONCILIATIONOFNET CASH FLOWTOMOVEMENT INNETDEBT
Unaudited Audited

6 months to 6 months to Year to

31 October 31 October 30 April

1999 1998 1999

Restated

»m £m £m
A

Increase in cash 57.0 121.1 160.6
Cash outflow from increase in liquid resources Nil 27.4 Nil
Cash flow from increase in debt and lease financing (738.1) (91.8) (27.3)

A

(681.1) 56.7 133.3
Loans and finance leases of acquired/disposed subsidiaries (515.5) (1.8) (110.1)
New HP and lease obligations (22.7) (33.8) (95.4)
Eurobond issue costs (0.1) (0.1) (0.2)
Translation difference 19.5 2.3 6.8
Movement in cash collateral (3.7) (5.2) (1.3)

A

Increase in net debt (1,203.6) 18.1 (66.9)
Opening net debt (904.9) (838.0) (838.0)

A

Closing net debt (2,108.5) (819.9) (904.9)
A

8. ANALYSISOFNETDEBT Cash Other Acquisition/ Exchange

Opening flows Non cash Disposal Movement Closing

£m £m £m £m £m £m
A

Cash 214.0 57.0 Nil Nil (1.6) 269.4
Cash collateral 107.8 (3.7) Nil Nil Nil 104.1
HP and lease obligations (174.5) 32.9 (22.7) (18.8) 0.1 (183.0)
Loan notes (78.3) 0.3 Nil Nil Nil (78.0)
Bank loans (367.5) (740.1) Nil (496.7) 21.0 (1,583.3)
Eurobonds (123.7) Nil (0.1) Nil Nil (123.8)
Securitised bonds (482.7) (31.2) Nil Nil Nil (513.9)
A

(904.9) (684.8) (22.8) (515.5) 19.5 (2,108.5)
A

NOTES TO THE INTERIM REPORT
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INDEPENDENTREVIEWREPORT TO STAGECOACHHOLDINGS PLC

INTRODUCTION

We have been instructed by the company to review the financial information set out on pages

14 to 22 and we have read the other information contained in the interim report and considered

whether it contains any apparent misstatements or material inconsistencies with the financial

information.

DIRECTORS' RESPONSIBILITIES

The interim report, including the financial information contained therein, is the responsibility of,

and has been approved by, the directors. The Listing Rules of the London Stock Exchange

require that the accounting policies and presentation applied to the interim figures should be

consistent with those applied in preparing the preceding annual accounts except where any

changes, and the reasons for them, are disclosed.

REVIEWWORKPERFORMED

We conducted our review in accordance with guidance contained in Bulletin 1999/4 issued by

the Auditing Practices Board. A review consists principally of making enquiries of management

and applying analytical procedures to the financial information and underlying financial data and,

based thereon, assessing whether the accounting policies and presentation have been

consistently applied unless otherwise disclosed. A review excludes audit procedures such as

tests of controls and verification of assets, liabilities and transactions. It is substantially less in

scope than an audit performed in accordance with Auditing Standards and therefore provides a

lower level of assurance than an audit. Accordingly we do not express an audit opinion on the

financial information.

REVIEWCONCLUSION

On the basis of our review we are not aware of any material modifications that should be made

to the financial information as presented for the six months ended 31 October 1999.

ARTHURANDERSEN

Chartered Accountants

191 West George Street

Glasgow G2 2LB

8 December 1999

REVIEW REPORT
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The company has appointed Bank of Scotland as an ISA provider and shareholders who would

like further information should contact the help desk on 0131 442 8271

The group has set up a low cost postal execution only share dealing facility with Stocktrade

exclusive to Stagecoach shareholders. The commission is 0.6% subject to a »15 minimum.

Shareholders who would like further information should write to Stocktrade, PO Box 1076,

10 George Street, Edinburgh EH2 2PZ. Telephone 0131 529 0101. Stocktrade is a member of

the London Stock Exchange.

Interim dividend 16 March 2000

Final report June 2000

Annual General Meeting September 2000

Final dividend October 2000

The paper used for this report is manufactured in the UK from 75% post-consumer recycled waste, the remainder being made from
virgin pulp from sustainable forests overseas. The manufacturing process is totally chlorine-free.

Designed and produced by McKinstrie & Wilde Ltd, Edinburgh.
Printed by Pillans and Wilson Greenaway, Edinburgh
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LOW COST SHARE DEALING FACILITY

SHAREHOLDER INFORMATION
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