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First Capital Connect Limited 

Directors' report 

The directors have pleasure 10 subm1tt10g their annual report and financial statements for the year ended 
31 March2012 

Prmc1pal activity 

First Capital Connect Limited (FCC) br10gs together the Thamesl10k (TL) and Great Northern (GN) routes as a 
smgle franchise prov1d10g rail serviCes from Bnghton to Bedford and K10g's Cross to K10g's Lynn spann10g the 
heart of the South East of England and covenng two of the country's largest airports, Luton and GatWick FCC IS the 
wholly owned subsidiary of First Group plc 

Business review 

FCC runs approximately lOOm passenger JOUrneys a year and carnes around 170,000 people every weekday, 
serVICIOg 104 statiOns of which 78 are operated by FCC FCC network covers 582km of track The company's 
pnonty IS to provide a straightforward, clean and welcom10g environment for passengers and staff, whilst stnv10g to 
Improve the quality, punctuality and reliability of the service and ma10ta10 the current high safety standards 

The focus for FCC dunng the year has been the preparatiOn for and delivery of the maJOr change programmes by 
contmumg to dnve further Improvement across the busmess Improved engagement and communacatwn wtth our 
staff, customers and stakeholders has helped us deliver Improvements m customer satisfactiOn and employee 
engagement (both ach1ev10g record results) 

Our operat10g performance also Improved With the Public Performance Measurement (PPM) of reliability and 
punctuality at 90 0% (2011 89 3%) on a Mov10g Annual Average (MAA) baSIS which IS one of the key performance 
10d1cators for the bus10ess 

A s1gmficant highlight last year was the successful delivery of the IOitial stage of the TL Programme prov1d10g the 
first 12-carnage services on the TL route 10 December 2011 Refurbishment and transformation work was on go10g 
at vanous statiOns along the route, as part of the programme of upgrades We worked together With Network Rail and 
Transport for London {TfL) to successfully reopen Blackfrmrs station, the first ever cross-nver hub with a new hnk 
to London Underground and an exit on the South Bank The transport m101ster JOIOed us 10 open10g a dedicated ticket 
hall and longer 12-car platforms at Farr10gdon statiOn 10 December, and we also supported the 10troduct10n of a new 
statiOn at West Hampstead 

On the GN route, where we have s1gmficantly 10creased capacity, we added a further 2,200 seats on weekdays 
through our 'More Seats for You' IOitiative We 10troduced 12-car services on the route and 10 March 2012 our 

• customers began usmg the tmpresstve new concourse at London Kmg's Cross statiOn 

Dunng the year the Department for Transport (DIT) announced that the end date for the FCC franchise has been 
brought forward to September 2013 This provides the best opportunity 10 the maJor TL transformatiOn programme 
to allow an effective transitiOn to a potential new franchiSee, particularly 10 relatiOn to the mtroductwn of new rolling 
stock which Will be completed after the end date of the current franchise Our unnvalled knowledge and expenence 
of manag10g this maJor project gives us a strong foundatiOn to contmue to help deliver this Important programme m 
the future 

Profit on ordmary activities before 10terest was £3 6m (20 11 £2 5m) which was ahead of expectatiOns The profit 
Improvement has ansen 10 Spite of all the challenges result10g from the disruptions and changes to the FCC network, 
10clud10g the effects of the TL Programme on the TL route and the High Level Output SpecificatiOn (HLOS) on the 
GN route ThiS Improved profit was achieved through the careful management of costs along with an 10crease m 
underly10g passenger revenue growth, which offset the 10creased franchiSe payments of £32 I m due to the OfT 

FCC Will cont10ue to focus on the addressable cost base 10 the year ahead and the revenue support from the Off 
contmues to constderably mtttgate the tmpact of the economtc environment on passenger revenues 
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First Capital Connect Limited 

Directors' report 

Prmc1pal nsks and uncertainties 

Rail [ranch1se agreements 

The company IS reqUired to comply w1th certam conditiOns as part of1ts ra1l franch1se agreement lf1t fa.ls to comply 
With these cond1t10ns, 11 may be liable to penalties mcludmg the potential termmat10n of the ra1l franch1se agreement 
Th1s would result m the company losmg the nght to contmue operatmg the affected operatiOns and consequently, the 
related revenues or cash flows The company may also lose some or all of the amounts set as1de as secunty for 1ts 
performance bond and 1ts season ticket bond Compliance With franch1se cond1t1ons are closely managed and 
momtored on a four weekly bas1s by semor management and procedures are m place to mm1m1se the nsk of non­
compliance 

Leg1slat10n and regulation 

The busmess IS subject to numerous laws regulatmg safety procedures, eq01pment spec1ficat10ns, employment 
reqUirements, environmental procedures, msurance coverage and other operatmg tssues and constderatwns These 
laws and regulatiOns are constantly subject to change The costs associated With complymg w1th the adoptiOn of new 
leg1slatJOn, regulatiOns or other laws could adversely 1mpact the results of our operations To help m1t1gate the nsk of 
legislative or regulatory changes the company and F1rstGroup plc regularly lobb1es both government and transport 
bod1es 

Labour costs 

Labour costs represent a s1gmficant component of the company's operatmg costs Labour shortages, or low 
unemployment rates, could hmder the company's ab1llty to recrUit and retam qualified employees leadmg to a h1gher 
than expected m crease m the cost of recrUitment, trammg and other staff costs To m1t1gate th1s nsk, the company 
seeks to structure 1ts recrUitment and retam the nght people 

Electrrclfy costs 

ElectriCity pnces can be mfluenced Slgmficantly by mternallonal, polll!cal and economic mcumstances To mll!gate 
the nsks of nsmg electnc1ty costs the company m conJunctiOn w1th the Assoc•atJOn of Tram Operatmg Compames 
requests Network Ra1l Infrastructure L1m1ted to regularly enter mto forward contracts to buy electnc1ty at fixed 
pnces In addll!on the company seeks to llm1t the 1mpact of unexpected electriCity pnce nses through effic1ency and 
pncmg measures 

Terrorism 

Terronst acts and the public's concerns about potential attacks could adversely affect demand for our serv1ces More 
particularly 1f the company were to be perceived as not takmg all reasonable precautiOns to guard agamst potential 
terronst acts th1s could adversely affect 1ts reputatiOn with the public The company has a Head of Secunty who IS 
responsible for Improved secunty awareness, the applicatiOn of good pract1ce m the lmplementatJOn of secunty 
measures, and the development and trammg of employees so that they can respond effectively to any perce1ved threat 
or mc1dent 

Economy 

The level of economiC actiVIty affects the number of tram JOurneys taken by passengers m the UK Any changes m 
economic actiVIty may 1mpact upon the passenger numbers and hence our operations The potentlal1mpact ofth1s IS 
reduced on the company due to the existence of the revenue support arrangements 
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First Capital Connect Limited 

Directors' report 

Fmanc1al matters 

The results for the year are given m the profit and loss account on page 8 

The directors have not recommended payment of a final dividend (2011 £ml) An mtenm dlVldend of £5m was paid 
m the year (2011 £ml) 

Suppher payment pohcy 

It IS the company's policy to abide by the payment terms agreed with suppliers whenever It IS satisfied that the 
supplier has provided the goods and services m accordance With agreed terms and conditions A number of 
s1gmficant purchases such as commitments under cenam operatmg leases are paid by direct debit At 31 March 2012 
the company had 28 days' purchases outstandmg (2011 27 days) 

Fmanc1al mstruments 

The company's prmc1pal financial assets are bank balances and trade debtors The company's credit nsk IS pnmanly 
attnbutable to Its trade debtors The amounts presented m the balance sheet are net of provisiOns for doubtful debts 
The company has no s1gmficant concentratiOn of credit nsk, with exposure spread over a large number of customers 
The credit nsk on liqmd funds IS limited because the counterpartles are banks Although cenam nsks, for example 
utility pnce, are hedged on a group basis, the company does not directly enter mto any denvat1ve financial 
mstruments 

Dnectors 

The directors who held office throughout the year are as follows 

Dav1d Gausby 
Hugh Clancy 
Clive Burrows 
Neal Lawson 
Chnstopher Comthwa1te 
Dav1d Statham 
Jacqueline Townsend 
Laura Dunley 
MIChael Barker 

• Jonathan Bndgewood 

Directors appomted durmg the year 

Lee Archer 
Vemon Barker 
Ke1th J1pps 

(appomted 4 October 2011) 
(appomted 4 October 2011) 
(appomted 5 December 2011) 

A director resigned durmg the year 

Michelle Sman (resigned 5 October 2011) 

Employee mvolvement 

Commumcat10n With employees IS effected through a blended commumcat10ns approach Th1s mcludes regular 
bnefing and negot1atmg meetmgs between the directors, the semor management and employees directly or with 
employee representatives on the central and depot negotmtmg committees The bnefing meetmgs enable semor 
management to consult employees and to ascenam their VIews on matters likely to affect their mterests We also hold 
regular focus groups on penmen! Issues Our annual employee survey allows us to receive direct feedback from the 
employees m terms of their engagement With the busmess This then leads mto our actiOn plans to build on our 
strengths and to address any weaknesses Our Capital Recogmt10n schemes also seek to mcrease employee 
mvolvement 

3 
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First Capital Connect Limited 

Directors' report 

Dtsabled persons 

The company recogmses Its obligatiOns to give disabled people full and fair consideratiOn for all vacancies 
Wherever reasonable and practicable, the company Will retam newly diSabled employees and at the same lime 
provide full and fair opportumt1es for the career development of diSabled people 

Gomg concern 

The directors have conSidered the gomg concern assumptiOn given the current economic climate and the franchiSe 
curtailment to 15 September 2013 as confinned by the OfT and have fonned the concluSion that there IS a reasonable 
expectatiOn that the company Will contmue to operate m the foreseeable future, bemg at least 12 months from the 
date of approvmg these financial statements The directors have conSidered the company forecasts and the financial 
commitment from the parent company m fonnmg thiS Judgement 

The parent company has provided the directors of the company With a wntten letter of support, which IS legally 
bmdmg, confiTmmg that 11 will make available such funds as may be requiTed to enable the company to meet Its 
obligatiOns for a penod of at least 12 months from the Signmg of these financial statements The diTectors have made 
enqumes and understand that the parent company has adequate resources to be able to provide thiS financial support 

After makmg enqumes and conSidermg the above facts, the diTectors therefore have a reasonable expectatiOn that the 
company has adequate resources to contmue m operatiOnal exiStence for the foreseeable future Accordmgly, they 
contmue to adopt the gomg concern baSis m preparmg the financial statements 

Aud1t mformahon 

Each of the persons who IS a diTector at the date of approval of thiS report confinns that 

• as far as the dtrector IS aware, there IS no relevant audit mfonnatton of which the company's audttor IS unaware, 
and 

• the diTector has taken all the steps that he/she ought to have taken as a diTector m order to make himself/herself 
aware of any relevant audit mfonnatwn and to establish that the company's auditor IS aware of that mfonnat10n 

This confinnatwn IS given and should be mterpreted m accordance with the proviSIOns ofs418 of the Compames Act 
2006 

Auditor 

The company has passed an elective resolutiOn diSpensmg With the requiTement to appomt an auditor annually 
Delmtte LLP have md1cated the IT Willingness to contmue as auditor of the company and are therefore deemed to be 
reappomted for a further tenn 

Approved by the Board of DITectors 
And Signed by order of the board 

C>Cgj;,~ 
Director 

50 Eastbourne Terrace 
Paddmgton 
London 
W26LG 

21 June 2012 
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First Capital Connect Limited 

Statement of directors' responsibilities 

The dtrectors are responsible for preparmg the annual report and the financial statements m accordance With 
applicable law and regulatiOns 

Company law reqmres the dtrectors to prepare financial statements for each financial year Under that law the 
directors have elected to prepare the financial statements m accordance with Umted Kmgdom Generally Accepted 
Accountmg PractiCe (Umted Kmgdom Accountmg Standards and applicable law) Under company law the directors 
must not approve the financial statements unless they are satisfied that they give a true and fair VIew of the state of 
affairs of the company and of the profit or loss of the company for that penod In prepanng these financial 
statements, the directors are requtred to 

• select suitable accountmg policies and then apply them conSIStently, 

• make judgements and estimates that are reasonable and prudent, 

• state whether applicable UK Accountmg Standards have been followed, subject to any matenal departures 
disclosed and explamed m the financial statements, and 

• prepare the financial statements on the gomg concern basis unless 11 IS mappropnate to presume that the company 
will contmue m busmess 

The directors are responsible for keepmg adequate accountmg records that are sufficient to show and explam the 
company's transactions and disclose With reasonable accuracy at any time the financial position of the company and 
to enable them to ensure that the financial statements comply with the Compames Act 2006 They are also 
responsible for safeguardmg the assets of the company and hence for takmg reasonable steps for the preventiOn and 
detectiOn of fraud and other megularities 

5 



Independent auditor's report to the members of 
First Capital Connect Limited 

We have audl!ed the financial statements ot First Capital Connect Limited for the year ended 31 March 2012 which 
compnse the profit and loss account, the statement of total recogmsed gams and losses, the balance sheet, the 
reconciliatiOn of movement m shareholder's funds and the related notes I to 22 The financial reportmg framework 
that has been applied m their preparatiOn IS applicable law and Umted Kmgdom Accountmg Standards (Umted 
Kmgdom Generally Accepted Accountmg Practice) 

This report IS made solely to the company's members, as a body, m accordance With Chapter 3 of part 16 of the 
Compames Act 2006 Our audit work has been undertaken so that we might state to the company's members those 
matters we are required to state to them m an auditor's report and for no other purpose To the fullest extent 
permitted by law, we do not accept or assume responsibility to anyone other than the company and the company's 
members as a body, for our audit work, for thiS report, or for the opmwns we have formed 

Respective responsibilities of directors and auditor 

As more fully explamed m the Directors' Responsibilities Statement, the directors are responsible for the preparatiOn 
of the financial statements and for bemg saiisfied that they give a true and fair view 

• Our responsibility IS to audit and express an opmwn on the financial statements m accordance With applicable law 
and InternatiOnal Standards on Auditing (UK and Ireland) Those standards reqmre us to comply With the Aud1tmg 
Practice Board's (APB's) Ethical Standards for Auditors 

• 

Scope of the audit of financ18l statements 

An audit mvolves obtammg evidence about the amounts and disclosures m the financial statements sufficient to give 
reasonable assurance that the financial statements are free from matenal miSStatement, whether caused by fraud or 
error This mcludes an assessment of whether the accountmg policieS are appropnate to the company's 
circumstances and have been consistently applied and adequately disclosed, the reasonableness of s1gmficant 
accountmg estimates made by the directors, and the overall presentatiOn of the financial statements In addition, we 
read all the financial and non-financial mformation m the annual report to Identify matenal mconsistencies With the 
audtted financml statements If we become aware of any apparent matenal misstatements or mconsJstencJes we 
consider the ImplicatiOns for our report 

Opm10n 

In our opmwn the financial statements 

• give a true and fair v1ew of the state of the company's affairs as at 31 March 20 12 and of Its profit for the year 
then ended, 

• 
• 

have been properly prepared m accordance With Umted Kmgdom Generally Accepted Accountmg Practice, and 

have been prepared m accordance With the requirements of the Companies Act 2006 

Opmwn on matters prescribed m the Compames Act 2006 

In our opmwn the mformatwn m the Directors' Report for the financial year for which the financial statements are 
prepared IS consistent with the financial statements 

6 
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Independent auditor's report to the members of 
First Capital Connect Limited (continued) 

Matters on wh1ch we are reqmred to report by exceptiOn 

We have nothmg to report m respect of the followmg matters where the Compames Act 2006 reqmres us to report to 
you tf, m our opmton 

• adequate accountmg records have not been kept, or returns adequate for our audit have not been received from 
branches not VISited by us, or 

• the financtal statements are not m agreement wtth the accountmg records and returns, or 

• certam dtsclosures of dtrectors' remuneratiOn specified by law are not made, or 

• we have not received all the m formatiOn and explanatiOns we reqmre for our audit 

Mark Tolley (Semor Statutory Auditor) 
for and on behalf of Delmtte LLP 
Chartered Accountants and Statutory Auditor 
London, Umted Kmgdom 
21 June2012 
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First Capital Connect Limited 

Profit and loss account 
Year ended 31 March 2012 

Turnover 

Operatmg costs 

Profit on ordmary actiVIties before mterest 

Net mterest rece1vable 

Profit on ordmary activities before taxatwn 

Tax charge on profit on ordmary act1v1t1es 

Profit for the year 

All act1v111es relate to contmumg operatwns 

Statement of total recognised gains and losses 
Year ended 31 March 2012 

Profit for the fmanc1al year 
Actuarial gam/(loss) relatmg to the penswn scheme 
UK deferred taxatiOn attnbutable to actuarial gam/(loss) 

Total recogmsed gams and losses for the year 

Notes 

2 

3 

7 

8 

9 

18 

2012 2011 
£'000 £'000 

547,755 497,688 

(544,165) (495, 180) 

3,590 2,508 

3,759 3,024 

7,349 5,532 

(2,420) (1,711) 

4,929 3,821 

2012 2011 
£'000 £'000 

4,929 
11,133 
(2,924) 

13,138 

3,821 
(4,906) 
I, 122 

37 
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First Capital Connect Limited 

Balance sheet 
At 31 March 2012 

2012 2011 
Notes £'000 £'000 £'000 £'000 

F1xed assets 
Intangible assets 10 1,435 
Tangible assets 11 13,086 14,712 

13,086 16,147 
Current assets 
Stocks 12 5,394 5,299 
Debtors 13 43,343 42,453 
Cash at bank and m hand 14 109,552 111,307 

158,289 159,059 
Creditors: amounts falhng due 

w1thm one year 15 (155,271) (157,989) 

Net current assets 3,018 1,070 

Total assets less current habiiihes 16,104 17,217 

Net assets excluding pensiOn habihty 16,104 17,217 

PensiOn habihty 20 (3, 152) (12,554) 

Net assets 12,952 4,663 

Fmanced by: 
Capital and reserves 
Called up share capital 17 
Profit and loss account 18 12,952 4,663 

Shareholder's funds 12,952 4,663 

The financial statements of First Capital Connect Limited registered number 05281077 were approved by the Board 
of Directors on 21 June 2012 

Signed on behalf of the Board of Directors 

C J Comthwa~te 
Director 
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First Capital Connect Limited 

Reconciliation of movements in shareholder's funds 
For the year ended 31 March 2012 

2012 2011 
£'000 £'000 

Profit for the financial year 4,929 3,821 
Other recogmsed gams/(losses) relatmg to the year (net) 8,209 (3,784) 
DIVIdends paid (5,000) 

8,138 37 
Share based payments 151 148 

Net addiiion to shareholder's funds 8,289 185 

• Openmg shareholder's funds 4,663 4,478 

Closmg shareholder's funds 12,952 4,663 

• 
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First Capital Connect Limited 

Notes to the financial statements 
Year ended 31 March 2012 

I. Pnnc1pal accountmg pohc1es 

The accountmg pohc1es have been apphed consistently throughout the current and precedmg year 

Basis of preparatwn 

The financial statements have been prepared on the h1stoncal cost bas1s and on a gomg concern basJs as 
descnbed m the gomg concern statement m the Directors' Report on page 4 

Cash flow statement 

The company IS a wholly owned subs1d1ary ofF1rstGroup plc, a company registered m Scotland Accordmgly, 
the company has taken advantage of the exemptiOn offered by Fmanc1al Reportmg Standard I, enabhng 1t not 
to produce a cash flow statement as the parent company has mcluded a consolidated cash flow statement 
wtthm tts group financtal statements 

Tang1ble fixed assets and depreciatiOn 

Tang1ble fixed assets are stated at cost, net of deprec1at10n and any prov1s10n for 1mpa1rment 

Deprec1at10n IS prov1ded to wnte off the cost less residual value of tang1ble fixed assets over thm estimated 
useful economic hves or the duratiOn of the franchise whichever IS shorter as follows 

Heavy mamtenance exammatwns 
Other plant and eqmpment 

Intangible fixed assets and depreciation 

3 years stra1ght lme 
3 to I 0 years stra1ght I me 

The mtang1ble asset represents the part of the economic benefit denved from the franchise agreement that Js 
reahsed as a result ofrecogmsmg our share of the ra1l penswn deficit 

lntang1ble fixed assets are stated at cost, net of arnort1sat10n and any proviSion for 1mpa1rment 

DepreciatiOn IS prov1ded to wnte off the cost less res1dual value of mtang1ble fixed assets over thm estimated 
useful economic hves as follows 

lntang1ble penswn asset 

Capital grants 

6 years stra1ght lme 

Capital grants relatmg to the property, plant and equ1pment are treated as deferred mcome and released to the 
profit and loss account over the expected useful lives of the assets concerned 

Leases and h1re purchase 

All leases are operatmg leases and the rental charges are taken to the profit and loss account on a stra1ght lme 
bas1s over the hfe of the lease 

Government grants and subs1d1es 

Amounts recetvable for tendered serviCes and concessiOnary fare schemes are mcluded m turnover 

Stocks 

Stocks are valued at the lower of cost and net realisable value Prov1s10n IS made for obsolete and slow 
movmg or defect1ve Items where appropnate 

11 
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First Capital Connect Limited 

Notes to the financial statements 
Year ended 31 March 2012 

l. Prmc1pal accountmg pohcies ( contmued) 

Taxatwn 

UK corporatiOn tax IS prov1ded at amounts expected to be pa1d (or recovered) usmg tax rates and laws that 
have been enacted or substant1vely enacted by the balance sheet date 

The taxatiOn hab1hty IS reduced wholly or m part by the surrender of losses by group undertakmgs The tax 
benefits ansmg from group rehef are recogmsed m the fmancml statements of the surrendenng undertakmg 

The charge for taxatwn IS based on the profit for the year and takes mto account taxation deferred because of 
t1mmg differences between the treatment of certam 1tems for taxatiOn and accountmg purposes Deferred 
taxatwn IS not prov1ded on t1mmg differences ansmg from the revaluation of fixed assets where there IS no 
commitment to sell the asset Deferred tax assets are recogmsed to the extent that 1t IS regarded as more hkely 
than not that they Will be recovered Deferred tax assets and hab1ht1es are not diScounted 

PensiOn costs 

Company spec1fic schemes 

The company operates a defined benefit scheme wh1ch IS held m separately admm1stered funds The amounts 
charged to operatmg profit regardmg the defined benefit scheme are the current serviCe costs and gams and 
losses on settlements and curtailments They are mcluded as part of staff costs Past serv1ce costs are 
recogmsed Immediately m the profit and loss account 1f the benefits have vested If the benefits have not 
vested 1mmed1ately, the costs are recogmsed over the penod unt1l vestmg occurs The Interest costs and the 
expected return on the assets are shown as a net amount of other financial costs or credtts wtthm net mterest 
Actuanal gams and losses are recogmsed llllmed1ately m the statement of total recogmsed gams and losses 

PensiOn scheme assets are measured at fa1r values and habl11t1es are measured on an actuanal bas1s usmg the 
proJected umt method and d1scounted at a rate eqmvalent to the current rate of return on a h1gh quahty 
corporate bond of eqmvalent currency and term to the scheme hab1ll!les The actuanal valuatwns are obtamed 
at least tr1enmally and are updated at each balance sheet date The resultmg defined benefit asset or hab1hty, 
net of related deferred tax, IS presented separately after other assets on the face of the balance sheet 

Turnover 

Turnover mcludes franchise agreement receipts from the DfT and amounts receivable under franchiSe revenue 
support arrangements Payments to the DfT for amounts due under the terms of the franchiSe are mcluded m 
operatmg costs Turnover also mcludes amounts attnbutable to the company predommantly based on models 
of route usage, by the Ra1lway Settlement Plan m respect of passenger receipts Where season tickets are 
1ssued m excess of one week's duratiOn, the attnbutable share of mcome IS deferred wtthm creditors and IS 

recogmsed m the profit and loss account over the penod covered by the season ttcket 

Share-based payment 

The company's parent 1ssues eqmty-settled share-based payments to certam employees Eqmty-settled share­
based payments are measured at fa1r value at the date of grant The fa1r value determmed at the grant date of 
the eqmty-settled share-based payments IS expensed on a straight hne baSIS over the vestmg penod, based on 
the group's estimate of share that Will eventually vest and IS adjusted for the effects of non-market based 
vestmg cond1t1ons 

Fa1r value IS measured by use of a Black-Scholes model The expected hfe used m the model has been 
adjusted, based on management's best est1mate, for the effects of non-transferab1hty, exerc1se restnctwns, and 
behaviOural consideratiOns 

12 
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First Capital Connect Limited 

Notes to the financial statements 
Year ended 31 March 2012 

2. Turnover and profit on ordmary actiVIties before taxation 

Turnover represents the amounts receivable for services supplied to customers dunng the year 

The whole of the turnover and profit on ordmary activities before taxatiOn denves from the company's pnncipal 
activities with m the Umted Kmgdom The company has one prmcipal class of busmess, namely, the proviSIOn of 
passenger transport services £33 3m (2011 £29 5m) of revenue support was receivable m the year 

3. Operatmg costs 

2012 2011 
Notes £'000 £'000 

Raw matenals and consumables I 1,098 I I ,810 
Staff costs 4 107,272 103,628 
Other external charges 227,114 209,760 
Franchise payments 188,768 156,695 
DepreciatiOn and other amounts wntten off tangible and mtangible 

fixed assets 10,543 14,089 
Capital grants (630) (802) 

544,165 495,180 

4. Employee numbers and costs 

The average number of persons employed by the company (mcludmg directors) dunng the year was as follows 

2012 2011 
No. No. 

OperatiOns 777 771 
Engmeermg 542 525 
Customer services 879 830 
Admmtstratwn 137 141 

2,335 2,267 

The aggregate payroll costs of these persons were as follows 

2012 2011 
£'000 £'000 

Wages and salanes 90,345 87,848 
Social secunty costs 7,344 6,413 
Other pension costs 9,583 9,367 

107,272 I 03,628 

13 
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First Capital Connect Limited 

Notes to the financial statements 
Year ended 31 March 2012 

5. Directors' remuneration 

6 

Certam dtrectors recetved remuneratiOn from FtrstGroup plc, the ulttmate parent company, and Ftrst Rat! 
Holdmgs Ltd, the tmmedtate parent company, m the current and pnor years, deta1ls of whtch are diSclosed m 
therr report and accounts The dtrectors have not performed any quahfymg serv1ces on behalf of F1rst Cap1tal 
Connect L1m1ted durmg the current and prevwus year Detatls ofret1rement benefits accrumg to the dtrectors 
under the group defined benefit schemes are detatled m the financtal statements of F1rstGroup plc 

The remunerallon of the dtrectors dunng the year patd by Ftrst Capttal Connect L1m1ted was as follows 

Aggregate emoluments (excludmg penswn contnbuuons) 
CompensatiOn for loss of office 

2012 2011 
£'000 £'000 

1,426 
57 

1,296 
99 

Dtrectors' emoluments mclude salary, fees, bonuses, sums patd by way of expense allowances subject to UK 
mcome tax and the money value of other non-cash benefits and exclude share opt1ons, company penswn 
contrtbutwns and payments made under long-term mcent1ve schemes 

9 (20 11 8) dtrectors are members of a defined benefit penswn scheme 

The emoluments of the h1ghest patd dtrector amounted to 

2012 2011 
£'000 £'000 

Aggregate emoluments 317 299 

Defined benefit scheme 
Accrued penswn at end of year 8 5 
Accrued lump sum at end of year 5 3 

Share-based payments 

Save as you earn (SA YE) 

The company's ulttmate parent company operates an Inland Revenue approved savmgs related share optiOn 
scheme Grants were made m December 2002, December 2003, December 2004, Apnl 2006, December 2006, 
December 2007, December 2008, December 2009, December 2010 and December 2011 The scheme IS based 
on ehgtble employees bemg granted optwns and thetr agreement to openmg a share save account w1th a 
nommated savmgs camer and to save weekly or monthly over a spectfied pertod Share save accounts are 
held wtth Yorkshtre Butldmg Soctety The nght to exerctse the opt1on IS at the employee's diScretiOn at the 
end of the penod prevwusly chosen for a penod of stx months 
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First Capital Connect Limited 

Notes to the financial statements 
Year ended 31 March 2012 

6. Share-based payments (contmued) 

Detatls of the share opttons outstandmg durmg the year are as follows 

Outstandmg at begmnmg of the year 
Granted durmg the year 
Exerctsed durmg the year 
Lapsed durmg the year 
Outstandmg at the end of the year 
Exerctsable at the end of the year 

Wetghted average exerctse pnce (pence) 

Wetghted average share pnce at date of 
exerctse (pence) 

SAYE 
December 

2011 
Opttons 

No. 

2,947,057 

(39,293) 
2,907,764 

271 5 

NIA 

The mputs mto the Black-Scholes model are as follows 

Wetghted average share pnce (pence) 
Wetghted average exerctse pnce (pence) 
Expected volatthty 
Expected hfe 
Rtsk-free rate 
Expected dtvtdend yteld 

SAYE 
December 

2010 
Opltons 

No 

2,965,613 

(846) 
(295,487) 

2,669,280 

319 0 

316 2 

SAYE 
December 

2009 
Opltons 

No. 

2,626,093 

(4,327) 
(285,598) 

2,336,168 

310 0 

325 5 

SAYE 2011 
Dec 2011 

319 20 
271 50 

35% 
3 years 
06% 
70% 

SAYE 
December 

2008 
Opltons 

No 

1,948,802 

(1,726) 
(141 ,266) 

1,805,810 
1,805,810 

371 0 

319 5 

SAYE 2010 
Dec 2010 

387 0 
319 0 

35% 
3 years 

14% 
48% 

Expected volatthty was detennmed by calculatmg the htstoncal volatthty of the group's share pnce over the 
previOus five years The expected hfe used m the model has been adjusted based on management's best 
esllmate, for the effects ofnon-transferabthty, exerctse restnctwns, and behavtoural constderatwns 

Allowances have been made for the SA YE schemes for the fact that, amongst a group of rectptents some are 
expected to leave before an enlltlement vests The accountmg charge ts then adjusted over the vestmg penod 
to take account of actual forfettures, so although the total charge ts unaffected by the pre-vestmg forfetture 
assumptiOn, the llmmg of the recogmtton of the expense wtll be senstttve to tt Fatr values for the SA YE 
mclude a I 0% p a pre·vestmg Ieaver assumptiOn whereas the Executtve, L TIP and deferred share plans 
exclude any allowance for the pre-vestmg forfettures 

The group used the m puts noted above to measure the fatr value of the new share options 

The group has allocated the expense amongst tts tradmg substdtary undertakmgs based on the number of 
employees parttctpatmg m the scheme The company has recogmsed a total expense of £151,000 (20 11 
£ 148,000) relatmg to equtty·settled share-based payment transactiOns 
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First Capital Connect Limited 

Notes to the financial o;tatements 
Year ended 31 March 2012 

7. Net mterest receiVable 

2012 2011 
£'000 £'000 

Interest payable and s1m11ar charges 
Amounts payable to other group undertakmgs (87) (96) 
Interest on penston scheme habihlles (7, 766) (7 ,075) 

(7,853) (7,171) 

Interest receivable and Similar mcome 
Bank mterest 508 386 • Expected return on pensiOn scheme assets 11,104 9,809 

11,612 10,195 

Net mterest receivable 3,759 3,024 

8 Profit on ordmary activities before taxation 

2012 2011 
£'000 £'000 

Profit on ordmary activities before taxatton IS stated after chargmg/(creditmg) 

Audttor's remuneration 
- Delmtte LLP audit fee for the audit of company's annual accounts 100 100 
- Delmtte LLP non-audit fee for other services 4 4 
DeprecJatton and other amounts wntten off tangible fixed assets 
- owned assets 9,108 12,656 
AmortisatiOn of mtang1ble asset 1,435 1,433 
Rentals payable under operatmg leases 

• -plant and machmery 41,530 39,805 
- other operatmg leases 65,380 62,222 
Net rents receivable from property (1,262) (I ,077) 
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First Capital Connect Limited 

Notes to the financial statements 
Year ended 31 March 2012 

9. Tax charge on profit on ordmary actlVIhes 

Current taxation 
- UK corporation tax 
- Adjustment m respect of pnor year 

Total current taxatton 

Deferred taxation 
- Ongmatton and reversal of timmg dtfferences 
- Adjustment m respect of pnor year 
- Effect of decrease m tax rate on openmg deferred tax balance 

Deferred taxatton on penston schemes 
- Ongmation and reversal of timmg dtfferences 
-Effect of decrease m tax rate on openmg deferred tax balance 

Total deferred taxatton 

Total tax charge on profit on ordmary acttvtttes 

2012 
£'000 

2,182 
719 

2,901 

(155) 
(434) 

121 

(468) 

(61) 
48 

(13) 

(481) 

2,420 

2011 
£'000 

2,624 
(99) 

2,525 

(773) 
161 
28 

(584) 

(259) 
29 

(230) 

(8 14) 

1,71 I 

The standard rate of taxation for the year, based on the UK standard rate of corporatiOn tax, ts 26% (20 I I 
28%) The actual current tax charge for the current and prevtous year dtffered from the standard rate for the 
reasons set out m the followmg reconc!ltat10n 

2012 2011 
% % 

Standard rate of taxation 26 0 280 
Factors affectmg charge 
- Capttal allowances less than deprectatton 23 13 6 
-Other ttmmg dtfferences I 4 58 
- Adjustment m respect of pnor year 98 (I 8) 

Current taxatiOn rate for the year 39 5 45 6 

A resolutton passed by Parliament on 26 March 2012 has reduced the mam rate ofUK corporatiOn tax to 24% 
from Apnl 20 I 2 The tmpact of thts rate reductiOn has reduced the deferred tax ltabtltty on UK timmg 
dtfferences 

Legtslatwn to reduce the mam rate of UK corporation tax from 24% to 23% from I Apnl 20 I 3 ts expected to 
be mcluded m the Fmance Btll 2012 Further reductiOns to the mam rate of UK corporatiOn tax are proposed to 
reduce rate to 22% from I Apnl 2014 None of these expected future rate reductions had been substanttvely 
enacted at the balance sheet date and therefore not mcluded m these financtal statements 

The effective tax rate for the penod to 31 March 2013 and 31 March 2014 ts expected to reduce accordmgly 
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First Capital Connect Limited 

Notes to the financial statements 
Year ended 31 March 2012 

I 0. Intangible fixed assets 

Cost 
At I Apnl2011 and 31 March 2012 

AmortisatiOn 
At I Apnl 2011 
Charge for year 

At 31 March 2012 

Net book value 
At 31 March 2012 

At 31 March 2011 

Pension 
asset 

£'000 

8,600 

7,165 
1,435 

8,600 

1,435 

Ftrst Capttal Connect Ltmtted set up an mtangtble pens ton asset to the value of £8 6m, equtvalent to the value 
of the deficit under FRSI7 on commencement of the franchtse, m order to offset the ltabtltty ansmg pnor to 
the franchtse term Thts asset was capttaltsed and wntten off on a stratght it ne basts over stx years, bemg the 
mmtmum franchtse penod 

11. Tangtble fixed assets 

Heavy Other 
mamtenance plant and 

exammat10ns eqmpment Total 
£'000 £'000 £'000 

Cost 
At I Apnl 2011 20,179 28,120 48,299 
Addtttons 2,472 5,010 7,482 
Dtsposals (8,715) (8,715) 

At 31 March 2012 13,936 33,130 47,066 

Depreciation 
At I Apnl 2011 15,51! 18,076 33,587 
Charge for the year 4,441 4,667 9,108 
Dtsposals (8,715) (8,715) 

At 31 March 2012 11,237 22,743 33,980 

Net book value 
At 31 March 2012 2,699 I 0,387 13,086 

At 31 March 2011 4,668 10,044 14,712 
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First Capital Connect Limited 

Notes to the financial statements 
Year ended 31 March 2012 

12. Stocks 

13. 

14 

15. 

2012 2011 
£'000 £'000 

Spare parts and consumables 5,394 5,299 

There IS no matenal difference between the balance sheet value of the stocks and their replacement cost 

Debtors 

2012 2011 
£'000 £'000 

Amounts falling due Withm one year: 

Trade debtors 33,976 35,638 
VAT 2,721 2,140 
Deferred tax asset Note 16 1,601 I, 133 
Other debtors 280 325 
Other prepayments and accrued m come 4,765 3,217 

43,343 42,453 

Cash at bank and m hand 

2012 2011 
£'000 £'000 

Bank deposits 109,552 111,307 

Bank deposits are treated as nog-fenced cash Under the terms of the franchiSe agreement, cash can only be 
distributed by the company either up to the amount of the retamed earnmgs or the amount deterrnmed by 
prescnbed liqUidity ratiOs The nog-fenced cash represents that which IS not available for distributiOn or the 
amount reqUired to satisfy the liquidity ratio at the balance sheet date 

Creditors: amounts falling due w1thm one year 

2012 2011 
£'000 £'000 

Trade creditors 46,393 41,495 
Amounts owed to group undertakmgs 26,608 28,151 
Group tax relief 2,192 1,691 
Other tax and social secunty 2,777 3,995 
Other creditors 49,407 42,258 
Accruals and deferred mcome 27,894 40,399 

155,271 157,989 

Amounts owed to group undertakmgs m elude a loan of £25m (20 11 £25m) from F1rstGroup plc The loan IS 
repayable on demand to the extent that the company IS not m breach of Its financial ratws defined m Its 
franchise agreement The mterest rate on the loan IS LIBOR plus 2 5% 
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First Capital Connect Limited 

Notes to the financial statements 
Year ended 31 March 2012 

16. Deferred tax asset 

£'000 

As at I Apnl2011 1,133 
Credited to profit and loss account 468 

At 31 March 2012 Note 13 1,601 

The deferred tax asset consists of the followmg amounts 

2012 2011 

• £'000 £'000 

Capital allowances m excess of depreciation 252 938 
Other timmg differences 1,349 195 

Deferred tax asset 1,601 I, 133 

17. Called up share capital 

2012 2011 
£ £ 

Authonsed 
I ,000 ordmary shares of£ I each 1,000 1,000 

Allotted, called up and fully paid 
I ordmary share of £I 

18. Profit and loss account 

£'000 • At I Apnl2011 4,663 
Share based payments 151 
DIVIdends paid (5,000) 
Retamed profit for the year 4,929 

Profit and loss reserve excludmg pension habihty for the year 4,743 
Actuarial gam relatmg to tbe pension scheme 11,133 
UK deferred taxatiOn annbutable to actuanal gam (2,924) 

At 31 March 2012 12,952 
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Notes to the financial statements 
Year ended 31 March 2012 

19. Commitments 

20. 

Cap1tal commitments at the end of the year for wh1ch no proviSion has been made are as follows 

2012 2011 
£'000 £'000 

Contracted for but not prov1ded 640 508 

Operatmg leases 

Commitments for payments m the next year under operatmg leases are as follows 

2012 2011 
Land and Land and 
bmldmgs Other bu1ldmgs Other 

£'000 £'000 £'000 £'000 
Operatmg leases wh1ch expue 
W1thm one year 367 214 
Between two and five years 1,344 114,089 654 90,683 

1,344 114,089 1,021 90,897 

Pensmn scheme 

Railways Pension Scheme- F~rst Cap1tal Connect Section 

The company 1s a member of a defined benefit penswn scheme, which IS funded All eligible employees are 
offered membership of the Ra1lway PensiOn Scheme The valuatiOn of the scheme was earned out by 
m dependent actuanes at 31 December 20 I 0 m respect of the costs used m these financial statements The 
actuanal valuatiOn was updated for 31 March 2012, at this date the market value of the scheme's assets totalled 
£222 I m The actuarml value of these assets was sufficient to cover 79 2% (2011 84 6%) of the benefits, 
which had accrued to the scheme's members 

Contr1butwns are pa1d to the scheme at rates recommended by the actuar1es and the assets of the scheme are 
held 10 a separately admm1stered trust The scheme's assets are held and managed mdependently of the 
company's finances by m dependent m vestment managers appomted by the trustees of the scheme The current 
contr1butwn rate IS I 0 44% for employees and 15 66% for employers 

The actuanal assumptiOns used m deterrnmmg the last full actuanal valuatiOn were that the rate of return on 
m vestments will be 7 59% per annum, the rate of eammgs m crease Will be 4 23% per annum and the rate of 
mflatwn (RPIICPI) Will be 3 2%/2 4% per annum The valuatiOn was made usmg the proJected umt method 

Under the terms of the Railways PensiOn Scheme (RPS) the employer (60%) and the employees (40%) share 
any fund deficit 
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Notes to the financial statements 
Year ended 31 March 2012 

20. PensiOn scheme (contmued) 

The mam financial assumptiOns used m tlns update were as follows. 

Rate of m crease m sa lanes 
Rate of m crease of penswns m payment 
Rate of m crease of penswns m deferment 
Discount rate 
lnflatwn assumption- RPI 
Inflation assumptiOn- CPI 

The assets m the scheme and the expected rate of return were 

Expected rate of return 

2012 2011 2010 

Eqmties n/a n/a 905% 
Bonds 425% 5 20% 5 30% 
Property 640% 6 85% 760% 
Cash Plus 8 40% 8 85% n/a 
Pnvate Eqmty 8 65% 900% nia 
Other 772% 7 50% 8 53% 

2012 2011 2010 
£'000 £'000 £'000 

3 75% 42% 440% 
1 75% 24% 3 40% 
1 75% 24% 3 40% 
465% 55% 5 60% 
2 75% 32% 3 40% 
I 75% 24% 

Value 
2012 2011 2010 

£'000 £'000 £'000 

125,079 
10,923 10,329 19,047 

16,163 
172,766 163,159 
27,420 24,664 
11,019 12,121 28,091 

222,128 210,273 188,380 

The Railways Penswn Scheme changed the asset allocation dunng July 20 I 0 with eqUities held as part of a 
growth fund called "Cash Plus", which mvests m different return seekmg assets 

The balance sheet positiOn for the company 

2012 2011 2010 
£'000 £'000 £'000 

Total fair value of assets 222,128 210,273 188,380 
Present value of scheme habihties (280,505) (248,534) (254,408) 

Deficit m the scheme (58,377) (38,261) (66,028) 
Rail franchise adjustment 31,198 6,706 27,873 
Adjustment for employee share of deficit 23,032 15,095 26,164 

Liability recogmsed m balance sheet (4, 147) (16,460) (11,991) 
Related deferred tax asset 995 3,906 2,554 

Net pens10n habihty (3, 152) (12,554) (9,437) 
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Notes to the financial statements 
Year ended 31 March 2012 

20. PensiOn scheme (contmued) 

Analys1s of amount charged to operatmg profit 

Current service costs 

Total operatmg charge 

Amounts credited to net finance mcome 

Expected return on pensiOn scheme assets 
Interest on pensiOn scheme hab1hlles 

Net return cred1ted as finance mcome 

Amounts recogmsed m the statement of total recogmsed gams and losses 

Actual return less expected return on penston scheme assets 
Expenence (losses) I gams ansmg on scheme hab1ht1es 
Actuanal gam/ (loss) due to franchiSe adjustments after cost sharmg 

Total gam /(loss) recogmsed m STRGL 

Movements m the present value of defined benefit obhgat1ons (OBO) were as follows 

Start of year 
Current servtce cost 
Brass contnbut10n adjustJnent 
Interest cost 
Employee share of change m DBO (not attnbutable to rranch1se adjustment) 
Actuanal loss I (gam) 
Benefit payments 

End of year 

2012 2011 
£'000 £'000 

9,583 9,367 

9,583 9,367 

2012 2011 
£'000 £'000 

11,104 9,809 
(7,766) (7,075) 

3,338 2,734 

2012 2011 
£'000 £'000 

(8,854) (l,I98) 
(4, I43) 18,215 
24,130 (21 ,923) 

I I, I33 (4,906) 

2012 2011 
£'000 £'000 

248,534 254,408 
9,583 9,367 
(234) (200) 

8,135 7,831 
14,478 (677) 
3,999 (18,215) 

(3,990) (3,980) 

280,505 248,534 

23 

-----------------------------------------



First Capital Connect Limited 

Notes to the financial statements 
Year ended 31 March 2012 

20. Pens10n scheme (continued) 

Movements ID the fair value of scheme assets were as follows 

2012 2011 
£'000 £'000 

Start of year 210,273 188,380 
Expected return on assets 11,104 9,809 
Company contnbut10ns 7,447 7,072 
Brass contnbutwns (234) (200) 
Employee contnbut10ns 4,882 4,650 
Employee share of return on assets 1,500 5,740 • Actuanalloss on assets (8,854) (I, 198) 
Benefits paid from schemes (3,990) (3,980) 

End of year 222,128 210,273 

Movements ID the franchise adjustment were as follows 

2012 2011 
£'000 £'000 

Start of year (11,180) (46,458) 
Interest on franchise adjustment (369) (756) 
Employee share of change ID DBO (16,332) 14,111 
Actuanal (gaiD)/Ioss on franchise adjustment (24, 130) 21,923 

End of year (52,011) (11,180) 

History of expenence gams and losses 

2012 2011 2010 2009 2008 • Expenence (gam) or loss on scheme 
assets 

Amount (£000) 8,854 I, 198 (20,752) 39,936 11,125 
Percentage of scheme assets(%) 66% 09% (18 4%) 484% 101% 

Expenence (gam) or loss on scheme 
liabilities 

Amount (£000) 67 1,974 (5, 199) (8,556) 3,031 
Percentage of the present value of 
scheme liabilities(%) I 3% (3 4%) (8 2%) 28% 

Expenence (gam) or loss on scheme 
liabilities after franchise adjustment 

Amount (£000) (24,063) 23,896 (20,411) (28,903) 5,792 
Percentage of the present value of 
scheme liabilities(%) (14 3%) 16 0% (13 4%) (27 6%) 54% 
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20. 

21. 

22. 

PensiOn scheme (contmued) 

The company recogmses 1ts share of defic1t that 11 expects to fund over the term of 1ts franchise ThiS IS 
accounted for by way of a franchise adjustment Had the company accounted for penswns as 1f the franch1se 
had an mdefintte duratwn, the Impact on the financ.al statements would have been as follows 

2012 2011 2010 
£'000 £'000 £'000 

Balance sheet 
Pens1on defic1t (31, 198) (6, 706) (27,873) 
Intangible assets (I ,435) (2,868) 
Deferred taxation 7,488 2,117 8,607 

Impact on net assets (23,710) (6,024) (22,134) 

Income statement 
Unwmdmg of d1scount on franchise adjustment (362) (756) (801) 
Intangible asset amortisatiOn 1,435 1,433 1,433 
Deferred taxation (420) (790) (177) 

Impact on profit for the penod from contmuiDg operatwns 653 (113) 455 

Statement of recogmsed income and expense 
Actuar.al (gaiDs)/losses on franch1se adjustment (24,130) 21,923 (15,212) 
Deferred tax on actuanal (gaiDs)/losses 5,791 (5,700) 4,259 

( 18,339) 16,223 (10,953) 

Related party transactions 

As a wholly owned member of F~rstGroup plc, the company IS takiDg advantage of the exemption under FRS8 
not to d1sclose transactiOns w1th other wholly owned group compan1es that are related part1es 

Ultimate parent company 

The d~rectors regard F1rstGroup plc, a company IDCorporated ID Great BntaiD and reg1stered ID Scotland, as the 
ultimate and controiiiDg company, wh1ch IS the smallest and largest group that mcludes the company's results 
and for wh1ch group financ.al statements are prepared 

The company's 1mmed1ate controlhng party IS F1rst Ra1l HoldiDgs L1m1ted 

Cop1es of the accounts of F1rstGroup plc can be obtaiDed on request from 50 Eastbourne Terrace, PaddiDgton, 
London W2 6LG 
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