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Ditectors’ report
For the 52 weeks ended 27 April 2013

The directors present their annual report on the affairs of the company, together with the audited financial
statements and independent auditors' report, for the 52 weeks ended 27 April 2013.

Principal activities

The principal activity of the company is the provision of passenger railway services from Londoen
Waterloo across 13 counties of Southern England and the operation of the passenger railway service on
the Isle of Wight between Ryde Pier Head and Shanklin The activity includes the operation of 185
stations and 9 maintenance depols and approximately 1,700 train services are operated daily

Review of business and future development

Stagecoach South Western Trains Limited (SSWT) has been operating the ‘South Western' rail franchise
since 4 February 2007 and the franchise is expected to run until February 2017 The Department for
Transport (DfT) have recently announced that due to their re-franchising timescales, they wish to extend
the Franchise period until March 2019 This announcement is welcomed by the company Discussions
with the DIT have commenced but it is expected that negotiations will extend deep into the 2013-14
financial year

Thioughout the past year, SSWT along wilh the rest of the retail sector has traded in a continuing
challenging economic environment Despite the economic challenges, revenue has grown by 6% with year
on year volume growth of 2% The remainder of the increase is atlributable to fares increases We continue
to control costs tightly and seek out efficiencies where possible

On 29th April 2012, SSWT entered into a ‘deep’ Alliance with Network Rail Wessex division The entities are
still stand alone businesses however through the introduction of one joint management team and
collaborative working there will be opportunity to improve operational performance and customer service
and to drive through further efficiencies whilst maintaining high standards of safety The focus of the
Alliance throughout the first year of collaborative working has been lo improve operational performance
The most significant factor to address has been the reliability of the infrastructure The Alliance has
implemented a reliability improvement plan and have undertaken a detailed review of all infrastiucture
assels across the most crucial sections of track, identified assels that are most at risk of causing serious delay
in the event of failuie and have identified mitigation factors where they exist Additional funding has been
secured from the Network Rail centre to start to address some of the most serious problems. These actions
will take time to feed through into an improved Public Performance Measuie ("PPM") however, we are
confident that our delailed and structured recovery plan will lead to an improvement in the level of
performance that our cusiomers experience

Operational Performance

In addition to the infiastructure issues previously reported, operational performance has been affected by a
number of exlernal factors during the year including a number of weather related incidents We have also
experienced a number of suicides on the network that have resulled in major disruption We continue to
work closely with the Samaritans and Network Rail as far as possible lo prevent such incidents occurring

Largely as a result of these incidents, our operational performance (as measured by the DfT's Public
Pesformance Measure, ‘PPM’) 1educed from 92 3% at the end of 2011-12 to 91 5% in the year ended 27 April
2013 Through closer working with Network Rail we have been able to improve our service recovery time
following major incidents This results in shorler delays for our customess, but unfortunalely we have
experienced more incidents that cause delays

Qur PPM performance compares against a London and South Easl commuter average of 91 0% (2012: 917%)
and a national UK average for all franchised Train Operating Companies (“TOC") of 90 9% (2012: 91 7%)
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Directors’ report (continued)
For the 52 weeks ended 27 April 2013

Cuslomer Service

Whilst delivery of high levels of operational performance is our customer’s key requirement, we
continue lo strive to improve the quality of the end to end service provided to our customers

The Autumn 2012 NPS (National Passenger Survey) resulls showed overall passenger satisfaction at
85% (Autumn 2011: 84%) which was an improvement of 1% compared to the Autumn 2011 survey
and in line with the overall passenger London and South East score of 85% (2011: 83%)

As one of the UK'’s largest and most complex passenger rail franchises, this is a significant
achievement The factor that most heavily influences the NPS score is operational pe:formance and
we anticipate that by impreving performance and through implementing Alliance schemes with
Network Rail, we will be able to increase our passenger satisfaction levels

As part of our Franchise Commitments, we agreed to spend £12 4m enhancing facilities at our major
stations and a further £23.8m at all other stations The £12 4m commitment was fulfilled in the 2011-
12 financial year and in the financial year under review, we completed the £23 8m expenditure
commitment Despile this, we are continuing o progress investment in improving stations across
our network We have made and will continue to make rail travel betler for our customers through
a package of accessibility enhancements, additional car parking spaces and refurbished toilels and
waiting rooms We have, through successful partnerships with third parties delivered schemes that
deliver significant improvements for our disabled customers We also continue to be committed to
further integration with other types of transport

Customer communication remains a priority and we recognise the importance of getting timely and
accurate information to our customers especially when it is most needed, during times of disruption.
We continue to work closely with Nelwork Rail and other industry colleagues to improve the
information facilities at our stations and on trains In the most recent NPS results, the indicator that
measures the way that we manage passengers in times of disruption has improved significantly by
7% year on year, putting South West Trains’ 5% above the sector average, showing that our
investment and process improvements are delivering a noticeable improvement to our customers

Additional Capacity

We reached agreement with the DFT (under the High Level Qutput Specification initiative) to
increase capacity on some of the most crowded parls of the SSWT netwoik The additional capacity
will be introduced in two phases which will see the introduction of 108 extia carriages in total on to
the netwark between Seplember 2013 and December 2014

Phase one thalt was agreed in December 2011, will see the introduction of an addilional 60 cairiages
and around 8,000 additional seats will be available for travel into London Waterloo every morning
as a number of eurrently operated eight car trains are lenglhened to run with 10 carriages

As part of this programme parl of the former Waterloo International Terminal will be brought back
into service

The enhanced services will be delivered through the sefurbishment of 60 former Gatwick Express
Class 460 vehicles, combined with refurbished trains from Stagecoach South West Trains' existing
fleet The additional carriages started to arrive in early 2013, will then be refurbished and the
complele fleet of refurbished 5 vehicle units will be brought into service during 2014

Work on the trains, leased through Porterbrook, is being carried out by Alstom, providing a boost to
UK-based train engineering
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Directors’ report (continued)
For the 52 weeks ended 27 April 2013

The project will also include investment in facilities within the train depots at Wimbledon, Farnham
and Clapham, as well as the creation of two new sidings at Guildford The infrastructure schemes
are progressing with the first of the schemes at Wimbledon already completed

Phase two will see the introduction of a further 48 carriages creating an additional 2,400 extra seals
every day The extia carriages will result in the lengthening of certain five, six and eight car trains to
run as eight, nine, ten and twelve car services The additional carriages will be delivered through the
lease of 48 Class 456 vehicles that are currently used by Southern Railways These trains are compatible
with the Class 455 trains within the existing South West Trains fleet and will be refurbished to the same
high quality specification

SSWT have also developed a proposal lo address long term capacily problems across the network and
have had constyuctive discussions with the DfT regarding the solution that is proposed

Alliance with Network Rail

The Company entered into an Alliance with infrastructure operator Network Rail on 27 April 2012 with
the aim of delivering better rail services in the south and south-west of England. A single senior joint
management team now has responsibility for both trains and track on the route operating out of
London Walerloo, which is a first of its kind, for the UK rail industry

Through closer working, the Alliance is implementing schemes to reduce delays for passengers,
provide betler customer service, deliver more effective management of disruption, and improve the
efficiency of the railway through more collaborative working and better decision-making. The Alliance
is also expected to benefit other TOC’s and rail freight operators who use the Wessex route

The Alliance, which officially went live on 29 April 2012, is a first for the UK rail industry and has been
approved by the Department for Transport (DfT) and the Office of Rail Regulation (ORR) The Alliance
is planned to run until 4 February 2017, the expiry date of the Stagecoach South Western Trains
Franchise Agreement, however both the DfT and ORR have initially given approvals for the first 2
years Further approvals will be sought in 2013 for a continuation of the Alliance until March 2019 to
align with the potential Franchise extension Initial discussions have been held with the DfT and the
ORR who are both keen to explore options for an extension to the Alliance arrangement

The creation of the Alliance follows the publication of the McNulty Report last year, which
recommended a package of measures to reduce inefficiencies in the UK rail system It also delivers a
key element of the Government's Rail Command Paper, issued in March 2012, which called for closer
co-operation between operations and infrastructure

The first year of operation has been a year of transition A lot has been achieved and there is a much
clearer view of what can be delivered in the future in terms of safety, performance, customer service
and efficiencies  Some of the key benefits include:

- The Alliance has developed a very different approach to improving the resilience and reliability of the
infrashucture

- Schemes have been implemented that improve performance that would not have been developed
were SSWT still a stand-alone entity

- The WICC (Waterloo Inlegrated Control Centre) has been 1estructured and strengthened with a single
managemenl stiuclmie  As a consequence, the WICC is totally integrated and able to better manage and
control operational incidents

- Historically, SSW1, along with all other TOCs have [ocused on undesslanding delays that fall within
the performance regime The sub-threshold delays (those of less than 3 minutes) have previously been
ignored as they fall oulside the financial compensation arrangements These incidents however account
for 70% of the total delays and are a key factor in the quality of service that we provide to ou
cuslomers
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Directors’ report (continued)
For the 52 weeks ended 27 April 2013

The Alliance are now focusing on these delays and have recently introduced software that will enable
the Alliance to monitor delays of just seconds This will greatly assist our performance team in
reducing delays

- Through the development of one joint safety plan, the businesses are aligned in the management of
safety and this will benefit customers and staff alike

- The Alliance has been focusing on reducing the risk at level crossings, which is one of the highest risk
factors Through closer working between drivers and signallers, we have a much better understanding
of the most vulnerable sites and we are lobbying Local Authorities to close those crossings that present
the highest risk

- The Alliance has built a close relationship with the Samaritans and our joint campaigns and training of
front line staff in the identification of passengers who may be contemplating suicide has undoubtedly
1educed the number of suicides that have occurred across the network

In the year ended 27th April 2013, the Alliance had a net neutral impact upon the financial position of
SSWT This was slightly disappointing but not unexpected as during the period of transition, both
SSWT and Network Rail have incurred additional expenditure to address performance and customer
service issues

The Alliance is seen throughout the industry as an innovative and effective development Crucially, the
other operators that share the track with SSWT see the Alliance as a benefit

Results and dividends

Turnover (passenger revenue) for the 52 weeks ended 27 April 2013 was £866.8m (2012: £815 4m),
which reflects year on year turnover growth of around 6%.

Profit after tax for the financial period amounted to £17 6m (2012: £34m}) and has been appropriated as
follows:

2013

£000
Profit for the financial period 17,561
Dividend: £87,500 per ordinary share (17,500}
Retained profit for the year ended 27 April 2013 61

Interim dividends of £17 5m have been declared (2012: £32 O0m)

The results include Franchise Grant payment of £415 1m paid to the DFT (2012: £322 9m) The following
table sets out the main componenits of franchise grant payment:

Franchise Grant payments 2013 2012

£000 £0D0
Franchise Premia 399,245 313,798
Other 15,850 9,058
Total 415,095 322,856

Health and Safety

Working safely is fundamental to everything we do at Stagecoach South Western Trains (SSWT) and
is the foundation upon which the Alliance has been built By biinging together the expertise of both
SSWT and Network Rail Wessex Roule we have achieved a ‘joined up’ view of our operations and
increased ow visibility of complex areas such as risk and safety performance, something that
previously happened separalely in each business
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Directors’ report {continued)
For the 52 weeks ended 27 April 2013

We have used the RSSB (Railway Safely Standards Board) Safety Risk Model (SRM) in order to identify
and assess our tap safely risks in a consistent and systematic way The SRM uses accident data from
both SSWT and NR Wessex to quantify our most significant “hazardous events’ and the factors
contributing to these events

When we looked at our top 50 hazardous events, we found that they fitled into a number of distinct risk
areas with the potential to affect our passengers, our staff and members of the public These risk areas
are shown below and form the basis of the commilmentls outlined in our Safety Policy Statement:

1 Suicides

2 Slips, Trips and Falls

3 Trespass

4 Platform / Train Inlerface

5 Level Crossings

6 Assaulis

7. Workforce Injuries®

8 On~Train Accidents

9. Station Accidents*

10 Passenger Train Derailment / Collision

* Excluding slips/trips/falls, assaults and hazardous events falling into other risk catepgories

Whilst the SRM provides us with a good indication of the risks we currently face, there are a number of
other factors that we have also considered when developing the commitments within our Safety Policy
Statement For example, we have included objectives around work in ous traincare depots and have
identified objectives to miligate emerging issues that the SRM is not designed to assess - such as
increasing passenger volumes and infrastructure defecls

Our commitments, based on our risks, are delivered via our Safety & Environment Improvement Plan
(S&EIP) Each objective within the plan has a Director accountable for ils delivery Each accountable
Director has developed action plans in order to deliver their objectives 1he action plans detail
resources needed to deliver the objective and the target dales for delivery Progress against objectives is
tracked via ous Recommendations Tracking Database and reviewed by the Executive Safety &
Compliance Board on a regular basis

The Executive Safety & Compliance Board also review safety performance dala via a 4-weekly meeting
to ensure that the aclions we take to improve safely performance are having the desired effect

Whilst safety management stiategy and processes are well developed and embedded within both SSWT
and Network Rail Wessex Route, the formation of the Alliance has enabled us to fake a much more
holistic view of our safety risks Similarly, it has enabled us to develop strategies, based on the sharing
of resources and good practice, to continually reduce ow risks and make our railway an even safer
place

Fnvironment

South West Trains takes its environmental responsibilities seriously and we have worked hard to
improve our envitonmental performance Qur environmental strategy is based not only on our
1esponsibility to minimise our own environmental impact, but also that we have a key role to play in
gelting people out of their cars and on to public ttansport Both of these aspirations are at the heart of
how we operate and integral to our overall business plan Each year we identify a number of
challenging environmental objectives and targets with the aim of continually impioving our
petformance Now, as the Alliance a joint environmental stralegy has been developed, which identifies
our main risks as a South Western Railway These are:

o SIAGECOACH SOUTH WESTERN IRAINS LINNTED



Directors’ report (continued)
For the 52 weeks ended 27 April 2013

1 Energy use

2 Lineside Stewardship
3. Waste management

4. Climate change

5 Nuisance incidents

The environment strategy will seek to reduce these risks, and identify other areas for improvement

Energy
As part of Stagecoach Group we have committed to reducing our “traction’ carbon emissions by 3 3%

and ‘non-traction’ carbon emissions by 7 5% by 2014 - equating to around 42,000 tonnes of carbon. As
part of Stagecoach, we have successfully delivered these five year targets 12 months ahead of schedule
We are now in the process of developing a new set of targets and an action plan with the Carbon Trust

Traction energy accounts for approximately 90% of our overall energy consumption, making it a vital
area for improvement Regenerative braking has now been successfully installed on all of our 458, 444
and 450 fleets In the Jast 12 months this has resulted in a 25% reduction in traction energy, which
equates to over 50,000 KwH of electricity This is enough to power and heat 20,000 homes in the UK for
a year Qur remaining electric fleet, the 455 will be enabled by March 2016, with the work commencing
in February 2014.

An eco-driving strategy has also been developed to encourage our train drivers to drive in an energy
efficient way As part of this, eco-driving training is now included as part of the induction and our
angoing training programme for all drivers  Our Eco Driving champions nominated at each depot
continue to engage locally with Drivers, helping to identify ‘top lips’ for efficient driving

We are also seeking to make our stations, depols and offices as energy efficient as possible by investing
in a series of schemes to improve lighting and heating systems. Intelligent heating controls installed at
our Bournemouth, Salisbury and Wimbledon train care depots has resulted in a 40% reduction in gas
use a year At our stations we have worked on a number of initiatives including installing effeclive
controls and replacing inefficient heating appliances

Intelligent lighting systems have now been installed across 20 of our stations This system includes
sensors that take into account the natural light Jevels and motion sensors to trigger when the lights are
needed These have demonstrated an average saving of 28% of energy use Intelligent lighting will be
rolled out at Clapham Junction and Surbiton station, and our first Traincare depots, Fratton and
Salisbury during the next 6 months

LED lighting is also being trialled at a number of our locations, and are showing significant savings For
example, at Gillingham station LED pole lighting has demonstrated a 30% reduction in energy use

Staff at o stations are an important part of the solution, and we want to give them the control and
responsibility to improve their environmental performance Our Green Champions continue to progress
local initiatives and help raise awareness Their annual objectives have been set for 2013/14 which have
been developed with their local managers These include working collectively to improve awareness,
develop a process for managing station waste and picking up on where improvements can be made
locally in energy efficiency
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Directors’ report (continued)
For the 52 weeks ended 27 April 2013

Waste
Reducing the amount of waste we send to landfill is not only good for the environment, but with the
ever-increasing land(fill tax, it also helps us to control our costs

Our mixed recycling scheme rolled out across all stations continues to work well, with an average of 90%
of waste diverted from landfill between May 2012 and April 2013 We have also looked to go further in
our waste management and seck to tackle the large volume of food some of our lenants produce. At
Clapham Junction a pioneering scheme was launched to make tenants responsible for segregating their
waste This process follows the success at Waterloo station for tenancy wasle segregation

Backing boards, communicating our mixed recycling commitment continue to be rolled out to spread
the message throughout our stalions

The mixed recycling contract rolled out at our Traincare depots continues to work well, with 96% of
waste diverted {rom landfill between April 2012 and April 2013 This is a significant improvement from
the previous year of 70%

To spread the message throughout our business, mixed recycling as also been installed within all of our
main offices, including Springpark, Friars Bridge Court, Overline House and the Raft at Waterloo

Environmental Awareness
Improving the awareness and understanding of both our staff and passengers is vital We held our 5th

Green Week event this year, and our very first as the Alliance Because of this, the week was focused on
our staff, and communicating our environment shrategy During the week we held breakfasl events for
staff to drop in, meet their green champions and find out more about how they can get involved In
November 2012 we also ran a staff roadshow which focused on energy use, and steps we can all make
to reduce our impact both at work and at home To demonstrate this, a ‘pedal challenge’ was run,
encouraging staff lo compete to produce as much energy as possible on a bile generator This also
helped demonstrate how much electricity is required to run our trains and depots.

Modal Shift
We appreciate that many of our passengers are not able to walk to our stations and we want their
journeys to be as convenienl as possible

Providing safe and secure cycle spaces allows our passengers to leave the car at home and ultimately
reduce their carbon footprint

We continue ta work closely with local councils and external companies to improve the transport
facilities surrounding our stations, and identifying where connections could be made

Examples of how we are improving the tiavelling experience for bike users are:

- Installation of nearly 9,000 cycle spaces, with 1,185 installed in 2012 and 500 additional spaces
will be installed during 2013 calendar yeay.

- Installation of free to use secure bike compounds, storage units and protection from the
elements with plans to open four more secure cycle compounds during 2013

- During the London Olympics, we continued to run our train cycling policy to enable Olympic
spectators and commuleis to travel with their bikes where other train companies suspended
bike use during this period

- Introduction of our fiist cycle centre at Richmond station in July 2012 which allows commulers
to leave their bikes in the care of a bike mechanic who maintains and cleans their bikes, ready
for collection at the end of the day The scheme has been so successful il is being expanded to
Porismouth and Southsea in 2013, with potential for further expansion in 2014

- The 'bike and ride’ scheme al Guildford, which includes the installation of Brompton Bike
docks, has continued to grow in populatity We plan to install more docks at Southampton
Central, Bournemouth and Weking in 2013
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Directors’ report (continued)
For the 52 weeks ended 27 April 2013

Directors and their interests
The directors of the company during the period and up to the date of this report were as follows:

Martin A Griffiths

Ross J Paterson

Andrew C West

Timothy C Shoveller

Jacob H Kelly Appointed 5 July 2012
Christian Roth Appointed 5 July 2012

Employees

We continue to deliver strong results on our people agenda, with employee engagement continuing to rise,
attendance levels in excess of 97% across all grade groups and, in our recent people survey, 77% of
employees said they were proud to work for us.

Over the last year, we have successfully recruited and trained over 140 trainee drivers and more than 100
trainee guards Qur commitment to continuous professional development continues and since the
introduction of our NVQ programme in 2008 over 560 drivers and guards has allained Level 2NVQ We
have a further 247 trainees working towards the Government Apprenticeship NVQ Scheme

Last autumn, we gained accreditation from the Institute of Leadership (ILM) and we are now able to award
the prestigious ILM Level 3 Award in Leadership and Management

Employee recognition continues to be a key driver of ou1 people sirategy As part of the Stagecoach group
all South West Trains employees benefit from the opportunity to join the Stagecoach “Buy As You Earn”
share scheme Our “You've a Star” scheme recognises staff excellence every month and our Star Teams
programme celebrates teams who have delivered beyond expectations, we have expanded our employee
discounts scheme which provides our employees with generous discounts from a variety of high street
retailers

This year sees the inlroduction of our Inclusion and Diversity strategy, working with our pariners Inclusive
Employers

This strategy fully supports our Equality policy which clearly sels out our commitment to treating all staff
and job applicants faitly in particular with regard lo selection and recruitment, promotions, transfers,
training and development, rostering, overtime, discipline and grievance, pay and benefits and redundancy
This policy prohibits discrimination, harassment, victimisation or other unlawful treatment based on
someane’s age, disability, gender reassignment, marital o1 civil status, pregnancy or malernity, race,
colour, nationality, ethnic or national origin, religion or belief, sex or sexual orienlation

Having a geographically diverse workforce we recognise the impoitance of regular, clear and consistent
communicalions o ensure all our employees are kept fully aware of the important issues affecting them
and the business Our Employee communications team delivers key messages through a number of
communication channels including our employee intranet site “The Platform” which is available to all
employees both at work and at home

We publish two regular news bulletins “e-news” distribuled fortnightly and “Team talk” distributed
monthly these piovide news stories about our business and personal local stories which celebrate the
achievements of our staff In addition to these updates we run a six weekly senior management update and
a bi-annual management conference for all managers to cascade to key information regarding our business
performance A recent addition is our quarterly employee teleconference where employees can dial into to
hear business updales from our Directors

Y SIAGECOACHSOUIT WESTERN TRAINS LINITED



Directors’ report (continued)
For the 52 weeks ended 27 April 2013

The continued constructive relationships with our recognised trade unions (ASLEF, UNITE, RMT and
T5SA) are a very important element to delivering high employee engagement 1wice a year we formally
meet with our full company council consisting of senior elected representatives from each Union and our
Executive leam The objective of these meetings is to provide our employee 1epresentatives with a full
business update including our financial performance In addition to these meetings each of our key
business functions regularly meet with function specific employee representatives to discuss key business
issues regarding our employees

Key Performance Indicators
In addition to monitoring financial performance, the company uses a wide range of key performance
indicators (KPIs) to assess the effectiveness of performance in key activities The most important of
these KPIs focus on the following key areas:

e Safety

= Service Delivery

e Customer Service
Safety
In addition to providing a reliable train service, we seek to ensure the safety of our customers, staff and

contractors Safety is monitored in various ways, including through an Alliance Executive Safety and
Compliance Board and a range of KPI's. The most important KPI's are reported below:

Targels Period Period Period
for the period ended ended ended
ended 27/4/2013 28/4/2012 30/4/2011
27/4/2013 (Moving (Moving (Moving
Annual Annual Annual
Average) Average) Average)
Passenger movement accidents per
1 million passenger miles n/a 007 007 006
Passenger movement accidents per
1 million passenger journeys (slips, 065 068 069 065
trips, falls alighting/ joining trains)
Passenger non-movement
accidents per 1 million passenger
journeys (slips, trips and falls on 100 103 116 100
stairs and platforms)
Wotkforce lost time accidents per
1,000 employees (excluding shock) 120 106 127 130
Employee physical assaults per
1,000 employees 253 159 203 220
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Directors’ report (continued)

For the 52 weeks ended 27 April 2013

Service Delivery

We aim to provide a reliable service and our measures of service delivery include:

Punctuality measured on the basis of the DfT's Public Performance Measure (moving annual
average) being the percentage of trains that arrive at their destination within 5 minutes of their
scheduled arrival time, having called at all scheduled stations.

Target Period ended Period ended Period ended
(Moving Annual 27/4/2013 28/4/2012 30/4/201
Averageby 31 | (Moving Annual | (Moving Annual | (Moving Annual
March 2014) Average) Average) Average)
Public Performance Measure 92 6% 91 5% 923% 933%

As noted Train Performance has been affected by a number of factors including infrastructure
problems, weather related incidents and suicides We continue to work closely with the Samaritans

and Network Rail as far as possible lo prevent such incidents occurring

Customer Service

We aim to provide high levels of customer service across all activities of the company Our measures of

service Delivery include:

e The twice-annual (Autumn and Spring) National Passenger Survey (NPS) measured on the
basis of a number of criteria set by the DIT that encompass key customer service activities

of the business; and

e The number of customer complaints that we receive

We have continued to see our customer contacts grow significantly during the year and again this is
mainly due to the increase in T'rain Performance related complaints particularly in the last 5 months of
the year We have suffered a number of major performance incidents during this period mainly
involving infrastructure failures and engineering works over-runs which has led us to receive the
largest number of complaints we have ever received for a single year The introduction of the South
Western Railway Alliance this year has however enabled us to focus on the remedial action plan needed
lo address these serious infrastructure failures and we are confident that the Autumn 2013 resulls will
show an improvement on this year's results

Train Performance is still recognised as being the most significant driver of passenger satisfaction and
despite the serious peirformance issues we suffered in the latter part of the year, our 1ating in the
specific NI’S Performance Indicalor rose by 1% to 85% which was also reflecled in our NPS overall
satisfaction result also rising from 84% to 85%

National Passenge! ) Period ended | Period ended | Period ended
Survey (Autumn Results) Target 27/4/2013 28/4/2012 30/4/2011
National Passenger To reach the NP5 ’ - o
Survey (Autumn "“Overall Satisfaction” 85% 84% 87%
survey's) Survey score of 88%

2,885 2,368 1,555
Customer Complaints - (MAA) (MAA) (MAA)
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Directors’ report (continued)
For the 52 weeks ended 27 April 2013

Financial risk management

The company’s activities expose it to a variety of financial risks including the effecls of changes in
interest rales, credit risk and commodity prices The effects of changes in interest rales and commodity
prices are managed at a group level by a central group treasury function The company has adopted
policies that require appropriate credit checks to be performed on potential customers before sales are
made

Principal risks and uncertainties affecting the Company

SSWT, along with most other rail businesses in the UK is facing a challenging operating environment
The impact of the recession meant that income levels fell considerably below the levels assumed when
the SSWT contract was awarded and it is unlikely that this position will be recovered over the
remaining franchise period The economy is still fragile and whilst revenue growth was higher than
most of the retail sector, growth was lower than we predicted at the outset of the financial year The
income shortfall compared lo the original bid is significantly mitigated through the revenue support
mechanism contained in the Franchise Agreement. With a fixed premia payment profile, a high fixed
cost base, and commitments contained in the contract between SSWT and the DFT that give little scope
for reducing the timetable operated, the company is heavily exposed to macroeconomic conditions We
have taken action to mitigate the impact of below bid levels of revenue, including a package of
measures to reduce annualised costs and to achieve sensible efficiencies The management team are
constanlly pursuing new efficiency opportunities, however these initiatives are becoming more difficult
to identify and implement

The best opportunities will arise from the delivery of a step change in operational performance
Working within the Alliance gives SSWT the best opportunily to improve performance for the benefit of
our cuslomers and to collectively drive forward efficiency initintives

Supplier payment policy

Itis the company’s policy to settle the terms of payment with suppliers when agreeing each
transaction or series of transactions, to ensure suppliers are aware of these terms and to abide by
them Trade creditors at the end of the period represented 23 days (2012: 25 days) purchases

Statement of directors' responsibilities

The directors are responsible for preparing the Directors” Report and the financial statements in
accordance with applicable law and regulations

Company law 1equires the directors to prepare financial statements for each financial year Under
that Jaw the directors have piepared the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable
law) Under company law the directors must not appiove 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 period In preparing these financial statements, the directors me
required lo:

e select suitable accounting policies and then apply them consistently;
make judgements and accounting estimates that are reasonable and prudent;
state whether applicable UK Accounting Standards have been followed, subject lo any material
departures disclosed and explained in the financial stalements;

» prepare the financial stalements on the going concern basis unless it is inappropriate to
presume that the company will continue in business
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Directors’ report {continued)
For the 52 weeks ended 27 April 2013

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company's transactions and disclose with reasonable accuracy at any time the financial
position of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006. They are also responsible for safeguarding the assets of the company and hence
for taking reasonable steps for the prevention and detection of fraud and other irregularities

The direclors are responsible for the maintenance and integrity of the company's website Legislation in
the United Kingdom governing the preparation and dissemination of financial statements may differ
from legislation in other jurisdictions.

Indemnification of directors and officers

The Company's ultimate parent maintains Directors’ and Officers’ Liability Insurance in respect of legal
action that might be brought against the directors of the Company The ultimate parent has
indemnified each of the Company's directors and other officers of the Company against certain
liabilities that may be incurred as a result of their offices

Statement of disclosure of information to auditors
In the case of each director in office at the date the directors’ report is approved, the following applies:

»  So far as the directors are aware, there is no relevant audit information (as defined in the
Companies Act 2006) of which the company’s auditors are unaware; and

e Each of the directors has taken steps that he ought to have taken as a director to make himself
aware of any relevant audit information (as defined) and to establish that the company’s
auditors are aware of that information

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness o continue in office and
the directors have resolved that they be appointed as auditors for next year

Friars Bridge Count On behalf of the Board
41-45 Blackfriars Road
London e Qe N
SE1 BNZ

Andrew C West

16 July 2013 Company Secretary
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF STAGECOACH 50UTH WESTERN
TRAINS LIMITED

We have audiled the financial statements of Stagecoach South Western Trains Limited for the 52 weeks ended
27 April 2013 which comprise the Profit and Loss Account, the Balance Sheet, the Stalement of Total Recognised
Gains and Losses, the Reconciliation of Movements in Shareholders’ Funds and the related notes The financial
reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards (Uniled Kingdom Generally Accepted Accounting Practice)

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ Responsibilities set out on pages 12-13 the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view Our responsibility is lo audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to
comply with the Auditing Practices Board’s Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving
these opinions, accept ar assume responsibility for any other purpose or to any other person to whom this
report is shown or into whose hands it may come save where expressly agreed by our prior consent in writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to
give reasonable assurance that the financial stalements are free from material misstatement, whether caused by
fraud or error This includes an assessment of: whether the accounting policies are appropriate to the
company’s circumstances and have been consistently applied and adequately disclosed; the reasonableness of
significant accounting estimates made by the directors; and the overall presentation of the financial statements
In addition, we read all the financial and non-financial information in the financial statements to identify

malerial inconsistencies with the audited financial statements If we become aware of any apparent material
misstatements or inconsistencies we consider the implications for our report

Opinion on financial statements

In our opinion the financial statements:

o give a true and fair view of the slale of the company’s affaits as at 27 April 2013 and of its profit for the
52 weeks then ended;

= have been propetly prepared in accordance with Uniled Kingdom Generally Accepted Accounting
Practice; and

e have been prepared in accordance with the 1equirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Direclors' Report for the financial year for which the financial
statements are prepared is consistent with the financial statements
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF STAGECOACH SOUTH WESTERN
TRAINS LIMITED (continued)

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to

report to you if, in our opinion:

° adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or

¢ the financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or

» we have not received all the information and explanations we require for our audit.

M e2— locle

Martin Cowie (Senior Statutory Auditor)

For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Glasgow

16 July 2013
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Profit and loss account
For the 52 weeks ended 27 April 2013

Note 27 April 2013 28 April 2012

£000 £000

52 weeks 52 weeks

Turnover 2 866,837 815,372
Other operating income 178,073 129,758
Other operating costs (415,095) (322,856)
Operaling costs (612,468) (578,651)
Operating profit 3 WA A
Finance income 4 (n) 7,293 5,984
Finance chaiges 4 (b) (921) (999)
Profit on ordinary activities before taxation 23,719 48,608
Tax on profit on ordinary activities 7 (6,158) (13,752)
Profit for the financial period 20 17,561 34,856

The results for the period are derived wholly from continuing operations

There is no difference behween the profit on ordinary activities before taxation and the profit for the period
staled above and their historical cost equivalents
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Balance sheet
As at 27 April 2013

Fixed assets
Investments
Intangible assets
Tangible fixed assets

Current assets

Stocks

Debtors: amounts falling due within one year
Debtors: amounts falling due after more than
year

Deferred tax asset

Cash at bank and in hand

Creditors: amounts falling due within one year

Net current assels

Total assets less current liabilities

Provision for liabilities
Net assets excluding pension liability

Pension liability
Net assets including pension

Capital and reserves
Called up shate capital
Share premium
Contiibution reserve
Profit and loss account

Total Sharcholders’ funds

Note

10
11

12
13
13

14

15

16

17

18
18
19
20

27 April 2013 28 April 2012
£000 £000

52 weels 52 weeks
4,074 5,156
39,672 41,763
43,746 46,919
2,196 1,989
173,621 158,583
14 18

1,992 3,114
131,239 114,513
309,062 278,217
(308,106) (276,521)
956 1,696
44,702 48,615
(10,699) (10,976)
34,003 37,639
(25,720) (27,691)
B,283 9,948
200 200
5,193 4,877
2,890 4,871
8,283 9,948

The financial stalements on pages 16 to 38 were approved by the board of directors on 15 July 2013

Signed on behalf of the Board
LIS

Andrew C West
Director
16 July 2013
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Statement of total recognised gains and losses

For the 52 weeles ended 27 April 2013

Profit for the financial period

Recognition of net acluarial loss on defined
benefit pension schemes

Recognition of tax on net actuarial gains and
losses on defined benefit pension schemes

Total recognised gains relating to the period

Note

21 (b)

I4

Reconciliation of movements in shareholders’ funds

For the 52 weeks ended 27 April 2013

Profit for the financial period

Dividends
Retained profit for the financial period

Recognised loss on defined benefit pension
schemes relating to the period
Share based payments charge

Net (decrease) /increase in shareholders’ funds

Opening shareholders' funds

Closing shareholders’ funds

Nole

21 (b)

19
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28 April 2013 28 April 2012
£000 £000

52 weeks 52 weeks
17,561 34,856

(2,179) (2,488)

137 (142)

15,519 32,226

27 April 2013 28 April 2012
£000 £000

52 weeks 52 weeks
17,561 34,856
(17,500) (32,000)

61 2,856

(2,042) (2,630)

316 538

(1,665) 764

9,948 9,184

8,283 9,948




Notes to the financial statements
For the 52 weeks ended 27 April 2013

1. Accounting policies

The principal accounting policies applied consistently throughout the financial period and the preceding
financial period are described below:

a) Basis of accounting

These financial statements have been prepared under the historical cost convention, on the going concern basis,
and in accordance with the Companies Act 2006 and applicable accounting standards in the United Kingdom

The Company's financial statements fall within the scape of The Finance and Leasing Association Statement of
Recommended Practice (FLA SORP) and have been prepared in accordance with the provisions thereof

b) Intangible assets

Intangible assets acquired separately from a business combination are capitalised at cost

(i) Rail franchise pension intangible asset

Where the conditions relating lo the award of a franchise require the company to assume legal responsibility for
any pension liability that exists at that point in time, the company recognises an asset or liability representing
the fair value of the related net pension surplus or deficit that the group expects to fund during the franchise
term When a pension deficit exists at the start of the franchise, a corresponding intangible asset is recognised,
reflecting a cost in acquiring the right to operate the franchise

Intangible assets with a finite life, such as intangible assets recognised on commencement of a rail franchise, are
amortised annually over their expected useful lives.

The initial cost recognised is the aggregate amount paid plus the fair value of any other consideration given to
acquire the asset

(ii} Rail franchise transition costs
The franchise transition cost represents the costs associated with the initiation of the new franchise In
accordance with UITF Abstract 34, ‘Pre-contract costs’, the costs associated with securing new rail franchises are

expensed as incurred, except where it is virtually certain that a contract will be awarded in which case they are
recognised as an asset and are charged to the profit and loss account over the life of the franchise

Amortisation of intangible assels is calculaled on the stiaight-line method to write-off the cost of each asset over
their estimated useful lives as shown below:
¢ Rights to operate rail franchise - over the life of the franchise (10 years fiom February 2007 to February

2017)

» Franchise transition costs - over the life of the franchise (10 years from February 2007 to February 2017)
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Notes to the financial statements (continued)
For the 52 weeks ended 27 April 2013

1. Accounting policies (continued)

¢) Tangible fixed assels

Tangible fixed assets comprise property, plant and equipment at original historic cost, net of depreciation, as set
out in note 11 Tangible fixed assels also include “ Assets under construction”

Depieciation is provided at rates calculated (o write off the cost of each asset on a straight-line basis over ils
estimated life Estimated useful lives are as follows:

Buildings - Short Term Leasehold 310 10 years
Plant, fixtures and fittings 3 to 10 years
Assets Under Construction Nil

d) Lense obligations
Rentals under operating leases are charged on a straight-line basis over the lease term
¢) Stocks

Stocks are stated at the Iower of cost and net realisable value Stock consists of engineering spare paris, fuel and
consumable stores. Provision is made for obsolele, slow-moving or defective items where appropriate

D Taxation

In accordance with FRS 16, Corporation tax is provided on taxable profits at the current rate. Tax charges and
credits are accounted for through the same primary statement (either the profit and loss account or the
statement of total recognised gains and losses) as the pre-tax item

In accordance with FRS 19, full provision is made for deferred tax on a non-discounted basis

Deferred taxation has been recognised as a linbility or asset if transactions have occurred at the balance sheet
date lhat give rise to an obligation to pay more taxation in future, or right to pay less laxation in future An
asset is not recognised to the exlent that the transfer of economic benefils in the future is uncertain Deferred
tax assets and Habilities recognised have not been discounted.

Tax, current and deferred, is calculated using tax rates and laws enacted or substantively enacled at the balance
sheet date

8) Turnover

Passenger income comprises amounts attributed to the company by the Rail Settlement Plan Limited’s income
allocation systems utilised to allocate principally passenger receipls, based on detailed surveys of passenger
flows The attributed share of season ticket income is deferred within creditors and released lo the profit and
loss account over the life of the relevant season ticket Turnover represents the amount receivable for goods
and services provided in the normal course of business, net of VAT

It} Other operating incomefcosts
Other operating income/ costs comprise:
* Receipts from or payments to the Department for Transport (“DIT”) in respect of the opesation of rail
franchises in the UK

« Other income derived from property letting, adveilising, mainlenance and other services that are
1ecognised in the profit and loss account upon the completion of the service
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Notes to the financial statements (continued)
For the 52 weelks ended 27 April 2013

1. Accounting policies (continued)
It} Other operating income/costs (continued)

Amountis receivable from or payable to the DFT for financial support/(premium) in respect of the operation of
rail franchises in the UI are recognised to the income statement in the period in which the related expenditure
is recognised in the income statement or where they do nol relate to any specific expenditure, in the period in
respect of which the amount is payable or receivable

Property rental income is recognised on an accrual basis Income from leases is recognised under the straight -
line method over the term of the lease

i) Franchise relnle

Under the South Western Trains Franchise Agreement with the DfT, amounts are due from/to the DfT based on
the actual revenue earned in the period compared with the amount which was expected to be earned in the
period at commencement of the Franchise The amount payable/receivable for the period is calculated in
accordance with the Franchise Agreement and is disclosed within Operating Costs/Income in the profit and loss
account

J) Cashflow statement

Stagecoach South Western Trains Limited is not required to prepare a cash flow statement under FRS 1 (revised
1996), as it is a wholly owned subsidiary undertaking of Stagecoach Group plc whose consolidated financial
statements, which are publicly available, include a consolidated cash flow statement

k) Retirement benefit obligntions

Both South Wesl Trains and Island Line operated under the terms of a franchise agreement that expired on 4
Pebruary 2007 and from that date they operaled under one, new franchise agreement, Stagecoach South
Western Trains

Stagecoach South Western Trains became (he relevant Train Operating Company as designated employer for
both the South West Trains section and the Island Line section of the Railway Pension Scheme and must make
contributions cluring its franchise term to both sections in accordance with the contribution schedule agreed
behwveen South West Trains/Island Line and the Trustees in 2006

On transfer of a franchise, the only obligation of the franchisee is to have paid the required contributions
during the franchise period Therefore the suiplus or deficit in the section existing at the end of the franchise is
taken on by subsequent franchisee(s) As the fianchisee should have no obligation in relation lo pension
contributions after the expiry date of the franchise, it may be considered appropiiate that only the proportion of
the deficit expected to be ‘'made good ’ by the franchisee over the franchise lerm is recognised on
commencement of the fianchise and at subsequent balance sheet dates At the commencement of the Stagecoach
South Western Trains franchise a deficit was recognised in respect of the new franchise.

Stagecoach South Western Trains has no rights or obligations in respect of the sections of the RPS pension
scheme following expiry of the related franchises. Therefore the liability (or asset) recognised for relevant
sections of the RPS only represents that part of the net deficit (or surplus) of each section that the employer is
obliged to fund (or expecled Lo recover) over the life of the franchise to which the section relates Wheie the
surplus is fully yecoverable over the life of the franchise, no restriction to the surplus is made
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Notes to the financial statements (continued)
For the 52 weeks ended 27 April 2013

1. Accounting policies (continued)
k) Retircment benefit obligations (continmed)

The company accounls for pensions and similar benefits in accordance with RS 17 “Retirement Benefits” In
respect of defined benefit plans, obligations are measured at discounted present value whilst plan assels are
recorded at market value The operating cosls of such plans are included within operating profit and the
financing costs are included in finance income; service costs are spread systematically over the lives of
employees and financing cosls are recognised in the periods in which they arise Actuarial gains and losses are
recognised immediately in the slatement of total recognised gains and losses

A full actuarial valuation is undertaken triennially for RPS with the surplus/deficit being updated annually by
independent actuaries using the projected unil credit method The present value of the scheme obligations is
determined by discounting the estimated future cash outflows using interest rates of “AA"”-rated corporale
bonds, which have lerms to malurity equivalent to the terms of the related obligations

1) Govermuent grants

Revenue based government grants are credited to the profit and loss nccount in the period of receipt so as to
malch them with the expenditure towards which they are intended Lo cover.

m) Relaled party trausnctions

As a wholly owned subsidiary undertaking of Stagecoach Group plc, the company has taken advantage of the
exemption in FRS 8 ‘Related Party Disclosures’ from disclosing transactions with wholly owned fellow group
undertakings

i) Dividends

Dividends on ordinary shares are recorded in the company's financial statements in the period in which they
are approved by the company’s shareholders, or in the case of interim dividends, in the period in which they
are paid

0) Share-bnsed payments
Certain of the company's employees are granted equity settled share based payments by the parent company
i) Equity-settled hansaclions

The cost of equity settled transactions with employees is measured by 1eference to the fair value at the
date at which they are granted and is 1ecognised as an expense over the vesting period In valuing
equity settled transactions, no account is taken of any non-market based vesting conditions and no
expense is recognised for awards that do not ultimately vest as a result of failure to satisfy a non-market
based vesting condition None of the Stagecoach Group plc’s equily-settled transactions have any
market based performance conditions

Fair value for equity-seltled share based payments is estimaled by the use of the Black-Scholes piicing
model

At each balance sheet dale before vesting the cumulative expense is calculated based on management's

best estimate of the number of equity instiuments that will ultimately vest taking into consideration the
likelihood of achieving non-market based vesting conditions
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Notes to the financial statements (continued)
For the 52 weeks ended 27 April 2013

1. Accounting policies (continued)

0) Share-based payments (confinned)

i) Cashi-seltled bransaciions

The cost of cash settled transactions is measured at fair value Fair value is estimated initially at the
grant date and at each balance sheet date thereafter until the awards are settled Market based
performance conditions are taken into account when delermining fair value

Fair value for cash-settled share based paymenis (being only those that relate to the Long Term
Incentive Plan) is estimated by use of a simulation model

During the vesting period, a liability is recognised representing the estimated fair value of the award
and the portion of the vesting period expired as at the balance sheet date

There were no accruals for the period ended 27 April 2013 (2012: £nil).

i) Choice of Settlement

The company can choose to settle awards under the Long Term Incentive Plan in either cash or equity
although it cuniently intends to settle all such awards in cash. Awards under the Long Term Incentive
Plan are accounted for as cash-settled transactions (see above)

Additional disclosures regarding the share schemes operated by Stagecoach Group plc, in which some
employees of Stagecoach South Western Trains Limited participate, are provided in the financial
statements of Stagecoach Group plc

) Provision for linbililics

The company receives claims from customers and employees for incidents resulting in personal injury

Provision is made for the estimaled cost to the company to seltle claims for incidents that fall below the
insurance deductible and occurring prior to the balance sheet date
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Notes to the financial statements (continued)
For the 52 wecks ended 27 April 2013

2. Turnover

The turnover and profit on ordinary activities before taxation were derived wholly from the company's
principal activities within the United Kingdom

3. Operating profit
The operating profit for the period is stated after charging/ (crediting):

27 April 2013 28 April 2012

£000 £000
52 weeks 52 weeks
Staff costs (note 6e) 195,024 182,798
Depreciation (note 11) 3,615 2,885
Auditors’ remuneration - for audit of the Company's financial 99 87

statements
Network Rail charges: - Track access 76,901 68,294
- Variable track access 12,198 12,486
A s o
- Depot leases 6,847 8,720
- Electric traction charge 35,064 31,026
- Other p_erfm mance (12,787) (11,258)

recoveries

Operating lease rentals - Passenger rolling stock 109,481 105,309
Franchise grant 415,095 322,856
Revenue support/ franchise rebate (133,457) (87,133)
Rental income (6,979) (6,247)
Repairs and maintenance 12,373 13,287
Amortisation of intangible assets (nole 10) 1,082 1,080

Other operating income comprises revenue incidental to the company’s principal activity Itincludes rental
income, advertsing income, station access income and commissions received

Non-audit fees of £9,300 (2012: £9,000) were payable to PricewaterhouseCoopers LLP duiing the period relating
to Office of Rail Regulation and covenant work for the company and revenue support assessment

4. Finance Income and Charges
n.) Finance Income

27 April 2013 28 April 2012

£000 £000

52 weeks 52 weeks

Bank deposils and short lerm loans 1,746 1,157

Group interest receivable 291 299
Nel pension finance income (note 21b):

- Expecled retuin on assets 21,841 22,097

- Interest on pension scheme liabilities (19,866) (21,842)

- Unwinding of franchise adjustment 3,281 4,273

7,293 5,984
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Notes to the financial statements (continued)
For the 52 weelcs ended 27 April 2013

b ) Finanee Charges

Interest paid
Bank charges

5. Dividends
Interim dividend: £87,500 per ordinary share (2012: £160,000)
6. Information regarding directors and employees

a) Direclors emoliments

Emolumenls of directors were:

Apgregate emoluments

During the year one director exercised share options (2012: three)

b) Pensions

27 April 2013 28 April 2012
£000 £000
52 weels 52 weeks
843 912

78 B7

921 999

27 April 2013 28 Ap1il 2012
£000 £C00

52 weeks 52 weeks
17,500 32,000

27 April 2013 28 April 2012
£000 £000

52 weeks 52 weeks
803 602

The number of directors who were members of the South West Trains pension scheme was as follows:

Defined benelit schemes

c) Highes! paid director

27 April 2013
Number

2

28 April 2012
Number

4

Directors' emoluments (including benefits in kind but excluding pension contributions) included:

Total emolumenls

27 April 2013
£000
52 weeks

299

28 April 2012
£000

52 weeks

213

The highest paid director in the period ended 27 April 2013 had £2,845 accrued pension entitlement under the
company's defined benefit scheme (2012: £52,000) and £2,364 accrued lump sum entitlement al 27 April 2013
(2012: £282,000)

d) The average monthly number of persons employed by the company (including exceutive divectors) durving He financial
period is analysed belotw:

» 27 Apiil 2013 28 April 2012

By activity Number Numbe:
Operations/ Lngineering 2,829 2,721
Commercial / Retail 1,551 1,560
Management/ Administration 182 143
4,562 4,424
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Notes to the financial statements (continued)
For the 52 weeks ended 27 April 2013

6 Information regarding direclors and employees (continued)

e} Employment costs of all employees (including executive divectors) were as follotws:

Wages and salaries
Social securily costs
Pension costs

Share based payments

7. Tax on profit on ordinary activities

n) Charge for the period

Current tax:

UK corporalion tax on profils of the period
Adjustments in respect of prior periods
Total current tax

Deferred tax:
Origination and reversal of timing differences
Adjustments in respect of prior periods

Total deferred tax

Tax on profit on ordinary activities

b) Factors nffecting the tax charge for the period

The tax assessed for the period is lower (2012: lower) than the
standaid rate of corporation tax in the UIC (23 92%)
The differences are explained below:

Profit on ordinary activities before taxation

Profit on ordinary activities multiplied by the standard rate of
corporation tax in the Ul of 23 92% (2012: 25 84%)

Effect of:

Non tax deductible expenditure and other permanent
differences

Treatment of inter-company transaclions

Capilal allowances fo1 the period in excess of depreciation
Pension cost relief in excess of pension cost charge

Share based payments

Adjustments in respect of prior periods

Cunient tax charge for the period (note 7a)

26 STAGECOACH SOUTH WESTERN TRAINS LIMITED

27 April 2013 28 April 2012
£000 £000
52 weeks 52 weeks
158,897 147,712
12,873 11,860
22,469 22,361
785 865
195,024 182,798

27 April 2013 28 April 2012
£000 £000

52 weeks 52 weeks
4,532 11,625

(693) (2)

3,839 11,623

1,566 1,569

753 560

2,319 2,129

6,158 13,752

27 April 2013 28 April 2012

£000 £000

52 weeks 52 weeks

23,719 48,608

5,674 12,558

358 292

28 41

(367) (631)

(1,247) (779)

86 144

{693) (2)

3,839 11,623




Notes to the financial statements (continued)
For the 52 weels ended 27 April 2013

7 Tax charge on profit on ordinary activities (continued)
c) Factors that may affect futture lnx charges

Legislation to reduce the main rale of corporation tax from 24% to 23% from 1 April 2013 was included in the
Finance Act 2012 which was substantively enacled in July 2012 The relevant deferred tax balances have been re-
measured accordingly

Further changes to the UK Corporation tax rates were enacted as part of Finance Act 2013 on 2 July 2013 These
include further reductions to the main rate to reduce the rate to 21% from 1 April 2014 and lo 20% from 1 April
2015 These changes had not been substantively enacled at the balance sheet date and, therefore, are not
included in these financial statements

The overall effect of these further changes, if applied to the deferred tax balance at the balance sheet date,
would be to further reduce the deferred tax asset by an additional £1 262m

8. Operating leases and similar commiiments
Stagecoach South Western Trains Limited has contracts with Network Rail for access to the railway (track)

infrastiuclure, leasing of stations and depots. The company also leases rolling stock and ticket machines
Annual commitments under the rolling stock operating leases expiring as follows are:

2013 2012
£00D E000
Under one year 867 -
Between one year and five years 130,859 110,691

Annual commitments under other operating leases expiring as follows are:

2013 2012

£000 £000
Land and Other Land and Other

Buildings Buildings

Under one year 2,312 20,865 64 1,114
Between one year and five years 835 94,758 2,822 90,669
Over five years - - 613 -
3,147 115,623 3,499 91,783

9. TFixed assets/Investments
The company holds the following investments:

50% (one 4p share) of the issued share capital of ATOC Limiled The principal activity of ATOC Limited is a
trade association promoling passenger transport. ATOC Limited is incorporated in the UK

53% (one 4p share) of the issued share capital of Rail Settlement Plan Limited The principal activity of Rail
Settlement Plan Limited is lo piovide a settlement service o the Railway Industry. Rail Settlement Plan Limited
is incorporaled in the UK

53% (one 4p share) of the issued share capital of Rail Staff Travel Limited The principal activity of Rail Staff

Travel Limited is to provide a service to give 1ailway employees access to train operating companies passenge:
services Rail Staff Travel Limited is incorporated in the UK
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Notes to the financial statements (continued)
For1 the 52 weels ended 27 April 2013

9 Fixed assels/Investments (continued)

53% (one £1 share) of the issued share capital of NRES Limited The principal activity of NRES Limited is to
provide a national tail telephone enquiry service NRES Limited is incorporated in the UK

All these shareholdings were transferred to the company on 4 February 2007 from one of the previous franchise
operators, South West Trains Limited

5 3% (one £1 share) of the issued share capital of Train Information Services Limited (TIS). The principal
activity of TIS Limited is to provide rail enquiries other than telephone enquiries, which are handled by NRES
Limited. TIS Limited is incorporated in the UK

The shareholding in Train Information Services Limiled was issued on 4 April 2011

The company is a member of Tribute Limited, Gemini Applications Limited and Network Rail Limited with

liability limited by guarantee to £1 in each The company is also a member of Rail Safety and Standards Board
Limited with liability limited by guarantee to £100,000

10. Intangible fixed assels

Franchise Rail franchise  Total Intangible
transition cosls Assels
F000 £000 £000
Cost

At 28 April 2012 and 27 April 2013 274 10,532 10,806

Accumulated amorstisation
As at 28 April 2012 142 5,508 5,650
Amortisation for the period 29 1,053 1,082
Asat27 April 2013 171 6,561 6,732
Net Boolk Value at 28 April 2012 132 5,024 5,156
Net Book Value at 27 April 2013 103 3,971 4,074

The Railway Franchise intangible asset ielates to the pension deficit in existence at the start of the franchise,
for which a corresponding intangible asset is recognised, reflecting a cost in acquiring the right to operale
the franchise for the period to February 2017

The Franchise Transition Costs inlangible assel relates to the costs associaled with the initiation of the new
franchise

The amortisation of the intangible assets is included within operating costs in the profit and loss account
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Notes to the financial statements (continued)

For the 52 weeks ended 27 April 2013

11. Tangible lixed asscis

Cost

At 28 April 2012
Additions
Disposals
Translers

At 27 April 2013

Accumulated Depreciation and
Impairment
At 28 April 2012

Charge for the period
At 27 April 2013

Net Book Value at 28 April 2012
Net Book Value at 27 April 2013

It is the intention of Stagecoach South Western Trains Limited to sell certain assets to Network Rail under an
Asset Purchase Agreement once the projects are completed The cost of assels, which are subsequently to be

ildings - Total Fixed
Buildings Plant, fixtures Assels under e

Short Term e . Assels

gt and fitings  consfruction

£000 £000 £000 £000

7,213 14,134 44,516 65,863

51 1,989 22,434 24474

. . (22,950) (22,950)

1,992 183 (2,175) -

9,256 16,306 41,825 67,387

3491 4,595 16,014 24,100

1,205 2,410 - 3,615

4,696 7,005 16,014 27,715

3,722 9,539 28,502 41,763

4,560 9,301 25,811 39,672

sold, amounted te £20 9m at 27 April 2013 (2012: £14 1m) These assels are classified as "Assels under
construction" at both balance sheet dates and have not therefore been depreciated

12. Stocles

Raw materials and consumables

2013
£000
2,196

2012
£000
1,989

Theie is no material difference between the balance sheet value of stocks and their replacement cost

13. Debtors

Amounts falling due within one year:

Trade deblors

Amounts owed by group undertakings

VAT debtors
Other debtors

Prepayments and accrued income

Amounts falling due after more than one year:

Employee loans
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2013 2012
£000 £000
77,526 72,735
56,458 49,862
6,481 6,237
13,610 11,774
19,546 17,975
173,621 158,583
14 18




Notes to the financial statements (continued)
For the 52 weeks ended 27 April 2013

13 Debtors (continued)

The employee loans represent interest free Joans given to employees upon relocation; these loans are repayable
over a term of up to 25 years No director has benefited from these loans.

The amounis owed by group undertakings primarily relate to a Joan to Slagecoach Group plc of £55 Om (2012:
£49 0m) which is payable on demand and attracts interest based on one month London Inter Bank Bid Rate
(LIBID) and amounts owed by Stagecoach Group plc for corporation tax £0 2m (2012: £0.2m). The corporation
tax receivable and all other amounts owed by group undertakings are payable on demand and do not attract
interest

14. Deferred tax asset

2013 2012
£000 £000
Accelerated capital allowances 419 1,487
Other timing differences 1,573 1,627
Deferred tax asset excluding that related to pension liability 1,992 3,114
Deferred tax asset related lo pension lability (note 21b) 7,682 8,742
Deferred tax asset 9,674 11,856
Asset as beginning of the period 11,856 14,126
Deferred tax charge in profit and loss account (note 7a) (2,319) (2,128)
Deferred tax credited/{charged) to the slatement of total
F ¢ 137 (142)
recognised gains and losses
Total asset at end of the period 9,674 11,856
15. Creditors: amounts falling due within one year
2013 2012
£000 £000
Trade creditors 99,842 80,682
Amounts owed to group undertakings 6,714 4,254
Deferred season ticket income 56,686 52,926
Corporation tax creditor 1,959 6,705
Other tax and social security 4,783 4,574
Accruals and deferied income 138,122 127,380
308,106 276,521

The amounts owed Lo fellow group undertakings relate to management recharges which are payable on
demand and do not attract interest

16. Provisions for liabilities

Restructuring Claims Total

provision provision 2013

£000 £000 £000

At 28 April 2012 775 10,201 10,976
Charged to the profit and loss account 785 673 1,458
Utilised in period (822) (913) (1,735)
At 27 April 2013 738 9,961 10,699
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Notes to the financial statements (continued)
For the 52 weeks ended 27 April 2013

16. Provisions for liabilities (continued)

A provision of £0 7 (2012: £0 8m) has been made in respect of a re-organisation within the company. The
provision is expected to be utilised over the next year

The company receives claims from customers and employees for incidenls resulting in personal injury
Provision of £10 0m (2012: £10 2m) is made for the estimated cost to the company to settle claims for incidents
that fall below the insurance deductible, which have accurred prior to the balance sheet date. The provision is
expected to be utilised over the next 5 years.

17. Pension liability

2013 2012
£000 £000
Gross pensian liability (note 21b) (33,402) (36,433)
Deferred tax asset (note 14) 7,682 8,742
Pension liability, net of deferred tax (25,720) (27,691)

Deferred tax is recognised only on the subsequent movements in the pension liability as shown above

See note for 21{b) for further details about accounting for pensions

18. Called up share capital and share premium

2013 2012
£ £
Allotted, called-np and paid:

200 ordinary shares of £1 each 200 200

Number Ordinary Share Total

of Shares Premium
Shares
£ £ E
As at 28 April 2012 and 27 April 2013 200 200 199,800 200,000

19, Contribution reserve

The movement in the contribution reserve for the period can be analysed as follows:

2013
£000
As at 28 April 2012 4,877
Share based paymenis charge 316
As at 27 April 2013 5193
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Notes to the financial statements (continued)
For the 52 weeks ended 27 April 2013

20. Profit and loss account

The movement in the profit and loss account for the period can be analysed as follows:

2013
£000
As at 28 April 2012 4,871
Profit for the financial period 17,561
Dividend (17,500)
Recognised gain and losses on defined benefit pension schemes (2,042)
As at 27 April 2013 2,890
21. Guarantees and other financial commitments
a) Capilal commitments
2013 2012
£000 £000
Capital commitments on station improvements, major
projects and other capital items 5,358 2,102

b) Pension scheme

Both South West Trains and Island Line operated under the terms of a franchise agreement that expired on 4
February 2007 and from that date they operated under one, new franchise agreement, Stagecoach South
Western Trains

On commencement of the new franchise, the actuarial valuations performed on the South West Trains and
Island Line sections of the scheme were updated to give a liability on commencement of the new Stagecoach
South Western franchise, representing the obligations of the new franchisee to fund the scheme over the period
of the 10 year franchise

History of the South West Trains scheme

The Railways Pension Scheme (RPS) was established on 31 May 1994 by the Railways Pension Order 1994 It
succeeded the BR Pension Scheme, which itself was established on 1 April 1987 by the merging of the New
Seclion of the British Railways Superannuation Fund and the British Railways (Wages Grades) Pension Fund
On 1 October 1994 all of the assets and liabilities of the BR Pension Scheme were transferred to the RPS in
accordance with the provisions of the Order All active members were transfetred to the Shared Cost Section of
the RPS, and all pensioners and deferred pensioners were transferred to the closed 1994 Pensioners Section of
the RPS The RPS is a defined benefit occupational pension scheme in which costs are formally shared between
the employer (60%) and the employee (40%) The RPS scheme is open to all employees of the company and is
administered by Railtrust (Holdings) Limited through its wholly owned subsidiary, Railways Pension Trustee
Company Limited On 4 February 1996 the South West Trains section of the RPS was created and the
appiopriale share of the assels of the Shared Cost Section was allocated in accordance with the Pension Trust of
the RPS
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Notes to the financial statements (continued)
For the 52 weeks ended 27 April 2013

21 Guarantees and other financial commitments (continued)

b) Pension scheme (continned)

The last compleled triennial actuarial review of the South West Trains section of the RPS was carried out as at
31 December 2010 as part of the overall triennial actuarial review of the RPS The review was commissioned by
the Trustees and was carried out by independent qualified actuaries, Watson Wyatt Partners, using the
projected unit funding method The main financial assumptions used were:

% per Annum
Return on investmenls

Non pensioner 759
Pensioner 578
Pay inflation 4.23
Price inflation 320
Stale basic pension increases 450

From June 2006, all parties have agreed a revised contribution schedule, with company contributions at 60%
and employee contributions at 40% of the total contribulion rale

Further information with regard to history of the South West Trains section of the RPS scheme and expected
long-term returns on assets and linbilities, is disclosed in the South West Trains Limited statutory financial
statements for the period ended 28 April 2007

History of the Island Line scheme

On 13 October 1996 the Island Line section of the RPS was created and the appropriate share of the assels of the
Shared Cost Section was allocated in accordance with the Pension Trust of the RPS. The RPS is a defined benefit
occupational pension scheme in which costs are formally shared between the employer (60%) and the employee
(40%) The RPS scheme is open to all employees of the company and is administered by Railtrust (Holdings)
Limited through its wholly owned subsidiary, Railways Pension Trustee Company Limited

The last completed triennial actuarial review of the Island Line section of the RPS was carried out as at 31
December 2010 as part of the overall triennial actuarial review of the RPS. The review was commissioned by
the Trustees and was carried out by independent qualified actuaries, Watson Wyatt Pariners, using the
projected unit funding method The main financial assumptions used were:

% per Annum
Retuin on investments

Non pensioner 759
Pensionet 578
Pay inflation 423
Price inflation 320
Stale basic pension increases 450

From June 2006, all parties have agreed a revised contribution schedule, with company contribulions at 60%
and employee contributions at 40% of the total contribution rate

Further information with regard to history of the Island Line section of the RPS scheme and expected long-term

returns on assets and liabilities, is disclosed in the Island Line Limited statutory financial statements for the
petiod ended 28 April 2007
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Notes to the financial statements (continued)
For the 52 weelcs ended 27 April 2013

21 Guarantees and other financial commitments (continued)
h) Pension scheme {continned)
Connmencement of the new franchise

On transfer of a franchise, the only obligation of the franchisee is to have paid the required contributions during
the franchise period Therefore the surplus or deficit in the section existing at the end of the franchise is taken
on by subsequent franchisec(s). As the franchisee should have no obligation in relation to pension contributions
after the expiry date of the franchise, it may be considered appropriate that only the proportion of the deficit
expected to be ‘'made good ’ by the franchisee over the franchise term is recognised on commencement of the
franchise and at subsequent balance sheet dates At the commencement of the South Western franchise a deficit
was recognised in Stagecoach South Western Trains Limited in respect of the new franchise

Stagecoach South Western Trains Limited has no rights or obligations in respect of the sections of the RPS
pension scheme following expiry of the related franchises Therefore the liability (or asset) recognised for
relevant sections of the RPS only represents that part of the net deficit (or surplus) of each section that the
employer is obliged to fund (or expecled lo recover) aver the life of the franchise to which the section relates

The calculations used for FRS 17 disclosures have been undertaken upon updated assumptions that have been

verified by independent professional qualified actuaries

The main assumptions are as follows:

27 April 2013 28 April 2012
] ¢

Yo %
Rate of increase in salaries 37 41
Rate of increase of pensions in payment 2.2 21
Discount rate 44 52
Rate of inflation 3.2 3.1

The life expectancy assumptions used for each scheme are periodically reviewed and as at 27 April 2013 were:

27 April 2013 28 April 2012

Current pensioner aged 65 - male 18.7 206
Current pensiones aged 65 - female 23.5 244
[iuture pensioners at age 65 - (aged 45 now) - male 220 229
Future pensionets at age 65 - (aged 45 now) - female 25.7 266

The assets in the scheme and the expecled rales of return were:

2013 2013 2012 2012

Yo £000 % £000

Equities 8.3% 380,120 83% 335,579
Bonds 3.7% 66,245 43% 58,482
Cash 3.0% 2,629 34% 2,321
Property 7.5% 76,760 7.5% 67,765
Total 525,754 464,147

The expecled long-term rate of return and the value of assets in the Island Line and South West Trains sections
of the RPS scheme at balance sheet dates prior to 28 April 2007 were disclosed in the Island Line Limiled and
South West I'rains Limited statutory financial stalements
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Notes to the financial statements (continued)
For the 52 weeks ended 27 April 2013

21 Guarantees and other financial commitments (continued)

b) Pension sclieme (conlinued)

Analysis of amounts charged to the profit and loss account

2013 2012 2011 2010 2009 2008 2007
£000 £000 £000 £00D £000 £000  £000
Charge to operating profits
- Current service cost 21,641 21,570 20,664 15,676 13,403 14,625 3,248
- Curtailment - - - (500) (800) (279) -
Total operating charge 21,641 21,570 20,664 15176 12,603 14,346 3,248
Finance (income)/cost
- Expecled return on assets (21,841) (22,097) (19,776) (15344) (20,759) (20,327) (4,461)
- Interest on pension scheme liabilities 19866 21,842 21,007 16823 16215 14,033 3,082
- Unwinding of franchise adjustment (3,281) (4,273) (4,809) (2,395) - - -
Net return (5,256) (4,528) (3,578)  (916) (4,544) (6,294) (1,379)
BRASS contributions

BRASS contributions are additional funding contributions made by employees, which are matched by the
employer We have recorded the cutrent year employer contributions of £629,076 (2012: £881,000) as defined
contribution pension expenses

Analysis of amounts recognised in the company's statement of total recognised gains and losses (STRGL):

2013 2012 2011 2010 2009 2008
£000 £000 £000 £00D £000 £000
Actual return less expected return on
pension scheme assets
- Amount 29,044  (24,116) 20,395 75417  (140,143) (34,005)
- Percentage of scheme assets 552%  (520%) 438% 181% (441%) (8 0%)
Expetrience gains/ (losses) arising on the
scheme liabilities
- Amount 10,885 (] 2,250) (] 6,1 6?) 31,190 32,394 (14,268’
- Percentage of the present value of the 1.95% 245%  (347%) 70% 96% (33%)
scheme liabilities
Changes in assumptions underlying the
present value of the scheme liabilities (78,097) 51,370 248 (169,235) 32,229 49,301
Change in Iranchise adjustment 35,989 (17492) (12,862) 47,262 34,707 -
Tolal actuarial (loss)/ gain recognised in
STRGL
- Amount (2179)  (2,488)  (8,386)  (15366) (40,813) 1,028
- Percentage of the present value of
scheme liabilities (0.39%) (0.50%) (1.80%) (34%) (12.1%) 0.2%

The history of experience gains and losses on the Island Line and South Wesl Irains sections of the RP'S scheme
for periods prior to 28 April 2007 is disclosed in the Island Line Limited and South West Trains Limited
statutory financial statements
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Notes to the financial statements (continued)
For the 52 weeks ended 27 April 2013

21. Guarantees and other financial commitments (continued)

b) Pension scheme (continmed)

The movements in the surplus during the period are as follows:

2013 2012
£000 £000
Deficit in the scheme at the beginning of the period (36,433) (36,959)
Movement in the year:
- Current service cost (21,641) (21,570)
- Contributions 21,595 20,056
- Other finance income 5,256 4,528
- Actuarial loss (2,179) (2,488)
Deficit in the scheme at the end of the period (33,402) (36,433)

The balance sheet amounts as at 27 April 2013 measured in accordance with the requirements of FRS 17 were as
follows:

2013 2012
£000 £000
Total market value of assels 525,754 464,147
Present value of scheme liabilities
Gross liabilities (752,027) (630,022)
- Adjustment for members' share of deficit (40%) 90,509 66,350
-~ Franchise adjustment 102,362 63,002
(559,156) (500,580)
Pension liability before tax (33,402) (36,433)
Related deferted tax asset 7,682 8,742
Net pension liability (note 17) (25,720) (27,691)
Reconciliation of fair value of scheme assets :gég Eg;g
At 28 April 2012 464,147 466,094
Expected return on plan assets 21,841 22,097
Actuarial gains/(losses) 29,044 (24,116)
Employeis contributions 21,595 20,056
Members contribulions 3,887 3,572
Benefits paid (14,760) (23,556)
AL 27 April 2013 525,754 464,147
Reconcilialion of present value of scheme liabilities ig:lg Egtllﬁ
AL28 April 2012 (500,580) {503,053)
Current service cosls (21,641) (21,570)
Interest costs (19,866) (21,842)
Unwinding of franchise adjustment 3,281 4,273
Members contiibutions (3,887) (3.572)
Actuarial gains/ (losses) - experience gains and losses 10,885 (12,250)
Franchise adjustment 35,989 (17,492)
Actuarial (losses)/gains - changes in assumptions (78,097) 51,370
Benefits paid 14,760 23,556
At27 April 2013 (559,156) (500,580)
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Notes to the financial statements (continued)
For the 52 weeks ended 27 April 2013

21 Guarantees and other financial commitments (continued)
b) Peusion schene (continued)

The Directors believe that the company has no rights or obligations in respect of the RPS scheme following
expiry of the franchise. The pension asset is expected lo be wholly recoverable over the life of the
franchise, so no franchise adjustment to restrict the surplus recognised has been made

The expected contributions for the coming year are £24m
¢) Contingenl liabilities

The company, together with certain other group undertakings, is a member of a group for Value Added
Tax purposes, and technically stands liable in the event of default by any other group undertaking-

22. Related party disclosure

The fellow group undertaking National Transport Tokens Limiled is a 99 9% owned subsidiary of Stageconch
Group ple For the period ended 27 April 2013, National Transport Tokens Limiled redeemed tokens presented
by the Company with a value of £13,952 (2012: £58,000) As at 27 April 2013 the Company has a receivable of
£552 (2012: £16,000) owed by National Transport Tokens Limited.

23. Share based payments

The Company operates a Buy as You Earn ("BAYE") and an Executive Participation Plan ("EPP") Further
details of each of these arrangements are given below All share options referred to in this note relate to
ordinary shares of Stagecoach Group plc, the ultimate parent of the Company

Buy as You Larn Scheme

BAYE enables eligible employees lo purchase shares from their gross income The Company provides two
matching shares for every share bought from the first £10 of monthly investment, subject to a maximum
Company contribution of shares to the value of £20 per employee per month

If the shares are held in trust for {ive years o1 moie, no income tax and national insurance will be payable The
matching shares will be forfeited if the corresponding partnership shaies are removed from trust within three
years of award

AL 27 April 2013 there were 2,019 (2012: 1,883) participants in the BAYE scheme who have cumulatively
purchased 621,633 (2012: 192,515) shares with the Company contribuling 196,398 {2012: 56,346) matching
shares on a cumulative basis Dividends had been reinvested in a further 14,872 (2012: 551) for these
participanis
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Notes to the financial statements (continued)
For the 52 weeks ended 27 April 2013

23 Share based payments (continued)
Executive Participation Plan
Under the EPP, Directors and senior managers sacrifice part of their actual annual cash bonus and are

awarded deferred shares with an initial market value approximately equal to the amount of bonus foregone.
The movements in EPP notional units during the year were as follows:

Award dale | 10-Dec09¢ | 28Jun-10  30Jundl  27Jun12  Towl |
Outstanding at slarl of year 60,663 118,787 101,431 Nil 260,881
(notional units)

Awards granted in year Nil Nil Nil 85,051 85,051
(notional units)

Exercised in year il Nil Nil Nil Nil
(notional units)

Intra group lransfers Nil 41,557 47,015 Nil 88,572
{notional unils)

Lapsed in year Nil (42,353) (29,953) Nil (72,306)
{notional units)

Dividends in year 1,657 3,219 3,231 2,317 10,424
{nofional units)

Quistanding at end of year 62,320 121,210 121,724 87,368 392,622
{notional units)

Vesting dale 27-Jun-13 28-Jun-13 30-Jun-14 27-Jun-15

Expecled total value of award at time of
grant (£) 88,918 237,813 251,405 225,360

Closing share price on date of grant (£) 161 190 255 262

* In accordance with the Rules of the EPP, the participanis applied to defer vesling of the deferred shares for 6
months from the original vesting date of 10 December 2012 As the revised deferred vesting date was within a
close period, the expected vesting date has been extended to the first available date after the announcement of
the 2013 resulis

24. Ultimate parent company

The immediate parent undertaking is Stagecoach Rail Holding Limited, a company regislered in Scotland
(number SC 190288)

The company’s ultimate parent undertaking and controlling parly is Stagecoach Group plc, a company
registered in Scotland (number 5C100764), which is the parent undertaking and the only group to consolidale
these financial statements Copies of the Stagecoach Group plc consolidated financial statements are available
from:

The Company Secretary
Stagecoach Group plc
10 Dunkeld Road

Perth

PH15TW
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NOTES TO SUPPORT THE RECONCILIATION OF THE
MANAGEMENT ACCOUNTS TO THE STATUTORY
ACCOUNTS FOR SSWT
PERIOD ENDED 27 APRIL 2013

Note 1 Amortisation of Intangible Assets

The conditions relating to the award of a franchise require the company to assume
legal responsibility for the pension liability that exists at that point in time. Under
accounting standards the company is required to recognise an asset or liability
representing the fair value of the related net pension surplus or deficit that is expected
to be funded during the franchise. The actuaries assessed that at the date of the
commencement of the franchise, a deficit existed and SSWT’s share of the deficit
(60% under the shared cost arrangements) amounted to £10,532k and therefore an
intangible asset for this value was created reflecting the “cost in acquiring the right to
operate the franchise’. The intangible asset is amortised over the franchise period on
a straight-line basis. The amortisation charge for the period 29 April 2012 to 27 April
2013 was £1,053k.

Note 2 Share Based Payments

Certain of the company’s employees are granted equity settled share based payments
by the parent company. The £359k charge to P & L reflects the FRS 20 accounting
treatment. The contra accounting entry to the P & L charge is a Contribution Reserve,
which is treated as part of the Closing Sharcholders Funds.

Note 3 FRS 17 Finance Income

To comply with FRS 17, independent actuaries have assessed the finance income
arising from the pension scheme assets and they have calculated that under FRS 17,
an interest income of £5,256k needs to be reflected in the Statutory Accounts.

Note 4 FRS 17 Pension Costs
To comply with FRS 17, independent actuaries have assessed the finance cost arising

from the scheme liabilities and they have calculated that under FRS 17, a net pension
finance charge of £46k needs to be reflected in the Statutory Accounts.

Note 5 Re-statement of tax on profits/Deferred Tax adjustments
The management accounts included an estimated tax charge without fully considering

capital allowances, deferred tax adjustments etc. The Statutory Accounts reflect a
detailed assessment of the potential tax charge.



Note 6 STRGL — Recognition of net actuarial losses on the defined benefit
pension schemes — FRS 17 and recognition of tax on the actuarial losses.

To comply with the FRS17 requirements, independent actuaries have assessed the
value of the pension schemes as at 27 April 2013 on a FRS 17 basis. This has shown
a decrease in value of the pension scheme of £2,179k on an FRS 17 basis. This
decrease has been driven by the under-performance of schemes assets. Under the FRS
17 standard, this adjustment is reflected in the Statement of Recognised Gains and
Losses.

Note 7 Reclassification

Reclassification of bank charges, which were reported as part of Interest paid figure in
the management accounts.



RECONCILIATION OF MANAGEMENT ACCOUNTS TO STATUTORY ACCOUNTS

YEAR ENDED 27 April 2013

Profit and Loss Account

Profit Before

Interest and Finance Finance Fhktioh Dividend Profit
Tax after Income Charges Retained
Revenue Share

Aggregate Management Accounts for Period 29/04/12 to 31/03/13 18,643 1,936 (780) (5,346) (17,500) (3,048)
Management Accounts for Period 1/04/13 to 27/04/13 84 101 (63} (33) 0 89
Total Management Accounts for Period 29/04/2012 to 27/04/2013 18,726 2,037 (843) (5,379) (17.500) (2,958)
Adjustments reflected in Statutory Accounts

Amortisation of Intangible Assets Note 1 (1,053) (1,053)
Share Based Payments Note 2 (359) (359)
FRS17 - Pension cost long term service charge Note 3 (46) (46)
FRS17 - Return on Assets Note 4 5,256 5,256
Re-statement of opening tax on profits Note 5 1173 1,173
Deferred tax adjustments Note 5 (1,952) (1,952)
Recognition of Actuarial loss on defined pensions - Through STRGL Note 6 (2,179) (2,179)
Recognition of tax on net actuarial gains and losses on defined benefit

pension schemes Hatsd L e
Re-allocation of bank charges Note 7 78 (78) 0
Profit and Loss movement reported in Statutory Accounts 15,305 7,293 (921) (6,158) {17,500) (1,981)

4,871

P&L reserve at 28 April 2012 (as per Balance Sheet, page 17)

P&L reserve at 27 April 2013 (as per Balance Sheet, page 17) 2,890
Movement (1.981)
Presentation of £1.981k in the Statutory Accounts

Profit for the financial year Page 16 17,561
Recognition of Actuarial loss on defined pensions - Through STRGL Page 18 (2,179)
Recognition of tax on net actuarial gains and losses on defined benefit 137
pension schemes Page 18

Dividend Page 18 (17,500)
Profit and Loss movement reported in Statutory Accounts (1,981)




