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Financial highlights

e Earnings per share before exceptional items and non-software intangible asset amortisation 22.1
pence (2018: 22.3 pence)
e Statutoryearnings pershare 3.8 pence (2018: 12.3 pence)
o Exceptional costs relatingtoimpairment and sale of North America business
e Netdebtreducedto£253.3m (2018: £395.8m)
e Fullyeardividend maintained at7.7 pence pershare
¢ No change to our expectation of 2019/20 earnings pershare

Operational highlights

e Group repositioned to drive long-term profit growth from UK bus business
o sale of North AmericaDivision successfully completed
o £80m plusinvestmentinnew vehicles to support UK growth and air quality strategy
o UK franchisedrail operations expected to endin November 2019, no plansto bid for new UK
rail franchises on currentrisk profile
o reshaped managementstructure and reduced overhead
e Continuinginnovation andleadership in driving future of mobility
o launch of first of two sector-leading autonomous bus trials
o mobility credits policy included in Government's urban mobility strategy
o completion of roll-out of UK's biggest contactless travel project at UK Bus
e Commercial initiatives driving growth in UK bus and coach market
o revenue pervehicle mile up 3.8%, revenue perjourney up 3.4%
o Around 10% of 2018/19 salesto fare payingcustomers were through digital channels

Financial summary

“Adjusted” results “Statutory” results
Results excluding non-
software intangible asset
amortisation and
exceptional items™*
2019 2018 2019 2018
(Restated)* (Restated)*
[ CONTINUING OPERATIONS
Revenue (£m) 1,878.9 2,818.0 1,878.9 2,818.0
Total operating profit (£m) 161.3 159.7 135.7 110.7
Non-operating exceptional items (£m) - - - (1.7)
Net finance charges (Em) (28.4) (31.4) (34.5) (31.4)
Profit before taxation (Em) 132.9 128.3 101.2 77.6
Earnings per share (pence) 19.3p 19.8p 17.4p 9.6p
| TOTAL OPERATIONS
Earnings per share (pence) 22.1p 22.3p 3.8p 12.3p
Proposed final dividend per share (pence) 3.9p 3.9p 3.9p 3.9p
Full year dividend per share (pence) 7.7p 7.7p 7.7p 7.7p
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See definitions in note 22 to the condensed financial statements.

The results show n for the year ended 28 April 2018 have been restated fromthose previously reported to: (i) remove the
results of the discontinued North America operations w here appropriate and (ii) to adjust revenue and operating costs, as
described in note 1 to the condensed financial statements, to reflect the application of International Financial Reporting
Standard 15 (“IFRS 15”), Revenue from Contracts with Customers.
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Stagecoach Chief Executive, Martin Griffiths, said:

“I am pleasedtoreportgood financial results as we reposition the business. We continueto focus ondriving
growth at our core high quality bus and coach operationsinthe UK, but we have nointentionto bidfor new
UK rail franchises onthe currentrisk profile offered by the Department for Transport. We have maintained
our expectation of earnings pershare for 2019/20.

“We have a critical role to play in tackling climate change and delivering cleaner airfor our communities by
enabling the switch of more journeys from carto publictransport. As well as our significantinvestments in
newervehicletechnologies, including hybrid and electricvehicles, new policy initiatives such as 'mobility
credits' can help governments meet theirambitious targets.

“Our priorityis to provide safe, high quality, value travel where every customer matters. We are leading the
way in makingtravel easierforourcustomersthroughinnovation and continued investmentinour people,
fleetandtechnology. Partnership working and new commercial initiatives are delivering positiveresults and
high customersatisfaction.

“Mass transit has positive long-term growth prospects as governments are focused on growing the
economy, connecting local communities, revitalising our town centres, combating road congestion and
ensuringahealthierenvironment.”

Copies of this announcement are available on the Stagecoach Group website at
http://www.stagecoach.com/investors/financial-analysis/reports/2019.aspx
For further information, please contact:

Stagecoach Group plc
www.stagecoach.com

Investors and analysts
Ross Paterson, Finance Director01738 442111
Bruce Dingwall, Group Financial Controller 01738 442111

Media
Steven Stewart, Director of Communications 01738 442111 or 07764 774680
JohnKiely, Smithfield Consultants 020 3047 2476

Notes to editors

Stagecoach
e Stagecoachis aleadingpublictransport business, employing around 27,000 people.

e Ourfocusison providingsafe, high quality, valuetravel where every customer matters. Ourgreener
and smarter services support the economy, connect local communities and help deliver better air
quality.

e We are the UK’s biggest bus and coach operator. Our modern fleet of around 8,000 buses and
coachesoperatesona network stretching from south-west England to the Highlands and Islands of
Scotland. Itincludes ourlow-cost coach service, megabus.com, which operatesanetwork of inter-
city services across the UK.

e Stagecoach is an experienced UK rail operator, running the East Midlands Trains network and
holdinga49% shareholdingin Virgin Rail Group, which operates the West Coast rail franchise.

e We alsooperate the Supertramlightrail network in Sheffield.
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Preliminary managementreport for the year ended 27 April 2019

The Directors of Stagecoach Group plc are pleased to present their report on the Group for the year ended 27
April 2019.

Description of the business

Stagecoach Group plc is a public limited company that is incorporated, domiciled and has its registered office
in Scotland. lIts ordinary shares are publicly traded and it is not under the control of any single shareholder.
The Company has its primary listing on the London Stock Exchange. Throughout this document, Stagecoach
Group plc is referred to as “the Company” and the group headed by it is referred to as “Stagecoach” or “the
Group”.

The Group is a leading public transport group, with extensive operations in the UK. A description of each of
the Group’s operating divisions is given on pages 5 to 7 of its 2018 Annual Report, and an updated version
will be provided in the 2019 Annual Report.

Overview

We are pleased to report good financial results for the year ended 27 April 2019. These reflect the high quality
of our public transport senices and their value tothe economy, the environment and local communities.

Revenue from continuing operations was £1,878.9m (2018 restated: £2,818.0m), which is lower than the prior
year principally due to our South West Trains franchise ending in August 2017 and our Virgin Trains East
Coast franchise ending in June 2018. Notwithstanding those franchises ending, total operating profit from
continuing operations, before exceptional items and non-software intangible asset amortisation, increased to
£161.3m (2018 restated: £159.7m). Unadjusted operating profit from continuing operations for the year was
£135.7m (2018 restated: £110.7m). Earnings per share before exceptional items and non-software intangible
asset amortisation were broadly in line with last year at 22.1p (2018: 22.3p). Basic, unadjusted earnings per
share reduced to 3.8p (2018: 12.3p), largely because of the exceptional charges relating to the impairment
and disposal of the North America business.

The Group remains in a good financial position with net debt reducing in the year. Consolidated net debt at
27 April 2019 was £253.3m (2018: £395.8m) and non-rail net debt was £374.9m (2018: £567.0m), which is
lower than the prior year largely due to the proceeds of the disposal of our North America Division. We expect
cash outflows of approximately £100m in the year to 2 May 2020 in respect of the unwinding of the expired
East Coast rail business and the transfer of the East Midlands rail franchise. We expect a modest increase in
non-rail net debt in the year to 2 May 2020, reflecting the Group’s previously announced share buyback
programme.

We propose to maintain the full year dividend in line with last year. We are therefore proposing a final
dividend of 3.9p (2018: 3.9p), which will result in a full year dividend of 7.7p (2018: 7.7p) per share for the
year ended 27 April 2019. The proposed final dividend of 3.9p per share is payable to shareholders on the
register at 23 August 2019 and, if approved, will be paid on 2 October 2019. Shareholders who wish to
participate in the dividend re-investment plan should elect to do so by sending their requests to the
Company’s registrars to arrive by 11 September 2019.

With the completion of the sale of our North America Division, the management team is focused on driving
long-term profit growth from our UK bus business. We will leverage our strong multi-modal expertise and
innovation to explore opportunities in the UK, where we believe there is a positive outlook for public transport.
We expect our inwolvement in UK franchised train operations to end by November 2019. We hawe therefore
reshaped our management structure and reduced owerheads to reflect the scope of the business. Our
transport senices remain central to driving urban prosperity, building stronger communities and delivering
cleaner air. We believe strong partnership working with central and local government, and across the
transport sector and its supply chain, is the best way to deliver the investment, innovation and infrastructure
we need to support a successful multi-modal transport network.

We have delivered good performance at our regional bus operations in the UK during the year. Our
commercial initiatives, investment in new technology and a greener fleet, as well as an emphasis on value
travel, have delivered improved financial performance. We are proud to have achieved our high customer
satisfaction at an average of 90% in England and 92% in Scotland. We were also pleased to have received
increased response rates on our group-wide staff survey, and recorded an improvement in employee net
promoter scores.
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Across many major metropolitan areas, we are seeing renewed evidence of the benefits of partnership in
attracting more people to bus travel by delivering better connectivity and improved journeys. We are pleased
to have deweloped a compelling blueprint for Greater Manchester which will deliver quickly the improvements
citizens want without unnecessary extra costs for tax payers. Last month, we announced planned new bus
and coach orders for the UK worth more than £80m to help tackle the challenges of road congestion and air
quality. In addition, we are working with a range of partners to deliver further innovation in the sector, including
the UK's first full-size autonomous bus trial.

While we have achieved tendered revenue growth in the regions, the competitive environment in the
franchised London bus market remains challenging. We have undertaken a detailed review of our bid models,
contract pricing and cost efficiency to identify opportunities to improve our performance on tenders for
Transport for London contracts.

We were surprised and disappointed to be informed by the Department for Transport in April 2019 that bids
we were inwlved with for three new rail franchises had been disqualified for being non-compliant, principally
in respect of pensions risk. We refused to accept all of the substantial pension risks that the Department for
Transport required operators to bear as part of bids for these franchises. We believe the rail system should be
about appointing the best operator for customers and tax payers, not about passing unquantifiable,
unmanageable and inappropriate risk to train companies or taking decisions which create uncertainty for rail
workers ower their pensions. We are challenging the Government’s disqualification decisions and seeking to
have these owerturned. Our objective is to encourage a more sensible risk profile for rail contracts and restore
confidence in the procurement process. Keith Williams, who is leading the independent review of the rail
system, has already made clear that the current franchising model is not fit for purpose.

Over more than 20 years in the UK rail market, we have delivered substantial growth in journey numbers,
excellent industrial relations, high performing train senices and high lewvels of customer satisfaction. We will
continue to focus on delivering high quality senices for our customers at our existing rail businesses.
Howewer, we hawve no intention to bid for new UK rail franchises on the current risk profile offered by the
Department for Transport.

The Group has agreed planned changes to its Board of Directors. Deputy Chairman, Will Whitehorn, will step
down from the Board on 30 June 2020, when he will have served for nine years and be regarded as non-
independent based on the criteria for independence stated in the UK Corporate Governance Code. Will
Whitehorn will be succeeded as Deputy Chairman by Ray O’Toole, who joined the Board as a Non-Executive
Director in September 2016 and is currently Chairman of the Health, Safety and Environmental Committee
and the Remuneration Committee. Ray OToole, who is also a member of the Audit and Nomination
Committees, has extensive senior experience in the public transport sector in the UK, mainland Europe and
North America. We are pleased that Karen Thomson, Non-Executive Director, will continue to serve on the
Board. She was due to step down from the Board at the conclusion of the Annual General Meeting scheduled
for 30 August 2019. However, due to recent changes in her other business commitments, she will now
continue as a Non-Executive Director and will seek re-election at the 2019 Annual General Meeting. In
addition, Non-Executive Director, Dame Jayne-Anne Gadhia, has indicated that she will be stepping down
from the Board on 31 July 2019 to take up the new full-time role of Chief Executive at financial services start-
up, Snoop.

Stagecoach began as a transport start-up in the UK nearly 40 years ago, delivering transformational
innovation which has helped deliver lasting improvements for customers and communities who depend on
mass transit. Today, we see new opportunities to grow as central and local government look to tackle the
challenges of increasing road congestion and poor air quality. Public transport - from buses and coaches to
trams and trains - is a ready-made solution to those challenges. The power of data and new technology is
also opening the door to new mobility senices. We believe our strong reputation for operational excellence,
investment, new ideas and a focus on giving our customers great value and service will bring an exciting new
chapter for our company.

Making the most of those opportunities depends on having a team of talented and committed people. We are
pleased to have been rated as one of the most admired transport groups in Management Today’s annual
review of Britain’s largest public companies and leading employers. The Group was rated the top transport
company for its capacity to innovate, and ranked first in the transport sector for its ability to attract, develop
and retain top talent. We believe every customer matters and we are investing in our employees to ensure we
have a business that is fit for the future to capitalise on the opportunities for growth ahead.
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Summary of financial results

Revenue from continuing operations, by division, is summarised below:

REVENUE - CONTINUING OPERATIONS

UK Bus (regional operations)

UK Bus (London)
UK Rail

Intra-Group revenue
Group revenue

Operating profit from continuing operations, bydivision,is summarised below:

OPERATING PROFIT — CONTINUING OPERATIONS

UK Bus (regional operations)

UK Bus (London)
UK Rail

Group overheads
Restructuring costs

Operating profit before joint ventures, non-
software intangible assetamortisation and

exceptional items

Joint ventures — share of profit after tax

Virgin Rail Group
Citylink

Total operating profit before non-software
intangible assetamortisation and exceptional

items

Non-software intangible assetamortisation

Exceptional items

Total operating profit: Group operating profit and

share of joint ventures’ profit after taxation

2018
22_.1:‘ (restated) Growth
£m
1,043.3 1,013.8 2.9%
252.8 251.8 0.4%
589.5 1,556.0 (62.1)%
(6.7) (3.6)
1,878.9 2,818.0
2018
2019 (restated)
£m % margin £m % margin
117.0 11.2% 112.9 11.1%
10.7 4.2% 13.3 5.3%
264 4.5% 249 1.6%
(13.6) (15.3)
(2.5) (3.2)
138.0 132.6
213 259
2.0 1.2
161.3 159.7
(0.3) -
(25.3) (49.0)
135.7 110.7
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UK Bus (regional operations)

Summary

e Encouraging financial performance: growth in
revenue, operating profitand operating margin

o Like-for-like revenue up 3.4%

e Strong customer satisfaction

Financial performance

The financial performance of the UK Bus (regional
operations) Division for the year ended 27 April 2019 is
summarised below:

2018 Change
2019 (restated)

£m £m
Revenue 1,043.3 1,013.8 2.9%
Like-for-like* 1,041.7 1,007 .1 3.4%
revenue
Operating profit* 117.0 112.9 3.6%
Operating margin” 11.2% 11.1% 10bp

Our UK Bus (regional operations) Division has
performed well during the year, reflecting a range of
management initiatives to deliver sustainable growth
and enhance the experience for our customers. The
Division has also benefitted from the favourable summer
2018 weather throughout the country and rail
replacementwork undertakenin relation toresignalling
work at Derby railway station.

Like-for-like vehicle miles operated were 0.4% lower
than in the previous year. Revenue per vehicle mile
grew 3.8% and revenue per journey increased 3.4%.
Around 10% of sales in the year to fare paying
customers were through digital channels. Like-for-like
revenue was builtup as follows:

2018 Change
2019 (restated)

enhancements thatwere made in the second halfof the
prioryear.

Although concessionary revenue continues to be
adversely impacted by the continuing effects of
governmentchanges in the age of eligibilityfor free bus
travel by older people, passenger journeys were
stronger than expected over the summer and winter
months, due to the favourable weather conditions
relative to the prior year.

The increase in tender revenue reflects our growth in
marketshare as some smaller operators have exited the
market. We continue to work with local authorities to
maximise the value for local communities from the
financial support councils can provide for socially
desirable transportservices.

Higher contract and other revenue include the effects of
rail replacementwork associated with the Derby railway
station resignalling work, in addition to year-on-year
changes in the amount and timing of other one-off
contract and events work.

The movement in operating margin was built up as
follows:

Operating margin—2017/18 (restated) 11.1%
Changein:

Sub-contractcosts (0.6)%
Staff costs 0.2%
Insurance and claims costs (0.2)%
Fuel costs 1.6%
Gain on disposal ofland and buildings (0.2)%
Other (0.7)%
Operating margin—2018/19 11.2%

£m £m
Commercial on and off
bus revenue
— megabus.com 28.1 241 16.6%
— other 627.2 608.8 3.0%
Concessionary revenue 244.3 240.8 1.5%
Commercial & 899.6 873.7 3.0%
concessionary revenue
Tendered and school 100.3 96.5 3.9%
revenue
Contract and other 41.8 36.9 13.3%
revenue
Like-for-like revenue 1,041.7 1,007.1 3.4%

Commercial revenue growth has been encouraging,
reflecting the progress on management’s various growth
initiatives. Our vyield per journey has continued to
improve, and we continue to adjustour bus networks to
bestmatch customerdemand.

Our megabus.com business in the UK has continued its
good performance, growing revenue and profit by
capitalising on the network changes and marketing

* see definitions in note 22 to the condensed financial statements

The main changes in the operating margin shown above
are:

e As mentioned earlier, the Division undertook work in
relation to a railway resignalling project at Derby.
Some of this work was sub-contracted and resulted
in sub-contractor costs thatdid not occur in the prior
year. That also meant that less of our own
employees’ time was involved in generating the
revenue and contributed to a year-on-year fall in
staff costs as a percentage of revenue. Despite the
increase in auto-enrolment pension costs, overall
staff costs have increased broadly in line with
revenue. Staff retention rates and wage awards
remain stable and well controlled.

e Theincreaseininsurance and claims costs reflects
the non-recurrence of a credit arising in the prior
year from a reassessment of the insurance
provision held. We continue to make positive
progress on underlying claims costs.

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

e Property gains were lower in the year, reflecting
relatively few disposals compared to lastyear

e Other costs have increased, including higherIT and
digital costs as we advance our investment in
technologyenhancements.
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Investmentand innovation

The Group is continuing to invest in the latest
technologyto supportourobjective of providing greener
and smarter travel for customers and communities.
Stagecoach is already the UK's biggest investor in
hybrid-electric bus technology and has invested more
than £1bn in new greener buses over the past decade.
We have recently announced an investment of over
£80m in more than 350 new buses and coaches for our
UK bus and coach operations in 2019/20.

Stagecoach will deliver one of Europe's largest single
investments in electric buses. The investment for
Greater Manchester is after winning support funding
from the Government under the Ultra-Low Emission Bus
Scheme (“ULEBS”),which is aimed at cutting emissions
and ensuring cleanerand greenerjourneys. A combined
investment of £16.5m will deliver a new 32-vehicle fleet
of zero emissions buses and associated infrastructure
over the nexttwo years. The first of the planned double-
decker e-buses are expected to go into service laterin
2019. In addition, a £6.5m project will deliver a new 16-
vehicle fleet of zero emission buses and associated
infrastructure over the next two years in Caerphilly in
South Wales. The project, which has also won ULEBS
funding, is part of a widerambitious plan to create an all-
electricpassengertransportnetwork for Caerphilly.

Earlier this year, we launched depot-based trials of the
UK’s first full-sized autonomous bus in Manchester in
partnership with bus manufacturer, Alexander Dennis,
and technology company, Fusion Processing. The trial
includes the bus being used in autonomous mode for
parking and moving into the bus wash. The software
being used in the pilotvehicle also forms the basis for a
further significant autonomous vehicle trial due to get
underway in 2020 when a fleet of five Stagecoach
autonomous buses will carrypassengersbetween Fife
and Edinburgh, across the Forth Road Bridge. The
project - whose partners include Transport Scotland,
Alexander Dennis, Fusion Processing, Edinburgh Napier
University and University of West of England - is
supported by more than £4m in funding from the UK
Government's Innovate UK fund.

In addition to steps by Stagecoach to invest in new
cleanervehicles, several local authorities in whose area
we operate services - including Manchester, Liverpool,
Sheffield, Newcastle and Oxford - have been successful
in winning support from the Government's Clean Bus
Technology Fund. The fund supports projects to
upgrade existing buses to low emissions standards.

Our investment in GreenRoad telematics technology is
also continuing to improve the safety, sustainability and
efficiency of our bus operations, as well as helping
reduce insurance claims. Nearly 4,500 Stagecoach
drivers have been awarded elite status under the
GreenRoad driving assessment programme, which
covers professional drivers in Europe, the Middle East,
America, Australia and New Zealand. It is the fifth year
in a row that Stagecoach has achieved the mostdrivers
with elite status.

Customer satisfaction and commercial developments

We are pleased that we are continuing to deliver high
levels of passenger satisfaction acrossourregionalbus
operations in the UK. The latestindependent research
by consumer watchdog, Transport Focus, found that
90% of Stagecoach bus customersin England and 92 %
in Scotland were satisfied with theirjourney. Satisfaction
has improved across a number of areas, including
journey time, the friendliness of the driver, and the
availability of seating. Our relentless focus on customer
service also contributed to Stagecoach and its
employees winning 13 accolades at the 2018 UK Bus
Awards, more than any other group. And earlier this
month, our East Scotland bus business was named
Public Transport Operator of the Year at the 2019
Scottish Transport Awards.

For many years, independent research has confirmed
Stagecoach as the best value major bus operator in
Britain. We are continuing to develop our ticketing offer,
which already includes discounted travel to help young
people, students and jobseekers. As well as taking steps
to simplifyour commercial ticketrange and increase the
proportion of our revenues secured through digital
channels, we are exploring potential new income
streams, including B2B/corporate sales opportunities,
and partnerships with airports, festivals and events
around the UK. We are also investigating the future
growth potential for inter-urban bus services,as well as
demand-responsive transport.

At the end of 2018, we completed the biggest
deployment of bus contactless ticketing technology in
the UK following a multi-million pound investment for
customers. Stagecoach now offers contactless

payments on every single one of its buses across the
UK.

We are working with a range of technology and other
partners on opportunities to develop the future of
mobility,and we have joined the UK's Intelligent Mobility
Accelerator as part of our drive to spark further
innovation within the transportindustry. Our objective is
to provide customers with travel solutions which fit their
working and leisure time lifestyles. This includes
leveraging our own multi-modal expertise to offer
integrated door-to-door journeys or by working with
other partners to deliver this through technology
platforms. We are working with Enterprise Holdings, for
example, on a Mobility as a Service pilot in Greater
Manchester and will be studying the results and their
wider potential applicabilityclosely.

Partnership initiatives and policydevelopment

We have worked with other bus operators in Greater
Manchester to develop a ground-breaking partnership
blueprint to revolutionise the region's bus network and
deliver on its world-class ambitions. These plans would
deliver better connectivity for local communities, ease
the cost of travel and tackle the region's growing road
congestion and air pollution crisis. This collaborative
approach, which is consistent with the new powers in
the Bus Services Act, would both improve bus services
for customers and support politicians’ aspirations for
economic growth. We are also working with other bus
operators to develop proposals to build on the
achievements of partnership in South Yorkshire and

Stagecoach Group plc — Preliminary results for the year ended 27 April 2019 8



support the vision of the Mayor for the Sheffield city
region around improved connectivity.

The Sheffield Bus Partnership has delivered passenger
growth trends which have outperformed the industry
average, along with rising customer satisfaction. This
has followed joint investment in bus fleets and
infrastructure, integrated smart ticketing, lower ticket
prices, a coordinated and stable bus network, and joint
marketing. A similar partnership approach in Merseyside
is also continuing to deliver positive results. Overall,
there has been a 16% increase in fare-paying
passengerjourneys infive years including strong growth
among young people. Data from Transport Focus shows
satisfaction of 91% among fare-paying customers in
Merseyside, the jointhighestof any metropolitan areain
England.

As part of our strategy to shape the future of travel, we
have joined forces with car hire company, Enterprise
Holdings,and Bosch UKto establish the Urban Mobility
Partnership (“UMP”). It is focused on engaging a range
of stakeholders to develop practical multi-modal policy
solutions. We believe mass transit will be central to the
future of urban mobility. With finite road space andeven
with the development of autonomous and electric
technology, tough decisions will be needed to improve
journeys in our biggestcities and towns. We are pleased
that the concept of "mobility credits", championed by
UMP, is included in the potential approaches which
could win support from the Department for Transport's
Future of Mobility Fund. The "mobility credits" proposal
would allow people to move away from inefficient car
ownership to flexible use of public transport, car and
bike hire.

Outlook

We anticipate our vehicle mileage in 2019/20 to be
broadly in line with 2018/19, with a continuation in
modest revenue growth in the short-term.
Notwithstanding the forecast increase in our fuel costs
for the year ahead, our costs are generally well
controlled.

We have not significantlychanged our expectation of the
Division’s operating profit for the year ending 2 May
2020 since ourlastupdate on trading.

UK Bus (London)

Revenue in the year was similar to the previous year,
reflecting the strong competition in the markets we
operate in, contributing to the lower operating profit.

Competition for new contracts with Transportfor London
remains strong in the areas of London in which we
operate. Some of our bids to retain certain of the
services we operate were unsuccessful duringthe year
and, while we successfullywon contracts to run services
we did not already operate, those were insufficient to
fully offset the work we lost. As a result, we expect the
Division’s revenue and operating profit to reduce in the
year ending 2 May 2020.

The movement in operating margin was built up as
follows:

Operatingmargin—2017/18 5.3%
Changein:

Insurance and claims costs 0.6%
Staff costs (0.3)%
Operating lease costs (0.8)%
Depreciation 0.4%
Fuel costs (0.1)%
Other costs (0.9)%
Operating margin—2018/19 4.2%

Summary

e Tenderresults disappointing

e Good progress on delivering further costefficiency

¢ Reviewing opportunities to improve competitiveness
o Longerterm prospects remain positive

Financial performance

The financial performance of the UK Bus (London)
Division for the year ended 27 April 2019 is summarised
below:

2019 2018 Change

£m £m
Revenue and like-
for-like revenue 252.8 251.8 0.4%
Operating profit 10.7 13.3 (19.5)%
Operating margin 4.2% 53% (110)bp

The main changes in the operating margin shown above
are:

e Insurance and claims costs have reduced due to
lower costs on the self-insured portion of claims.
Our strong focus on safety and claims management
continues.

e Staff costs, including pension costs, rose by more
than inflation, whereas revenue was broadly flat,
reflecting the impact of contracts lost in the prior
year.

e Therise in lease costs reflects more vehicles held
on operating lease and the recognition of an
onerous lease provision on a property occupied by
the business. This is partly offset by reduced
depreciation with fewer vehicles owned outright.

e Fuel costs have increased as a proportion of
revenue, due to higherhedged prices and thelagin
fuel pricerises being reflected in contract revenue.

e Other costs have increased, including rent and
rates,where costs do not vary with vehicle miles

Outlook

Bus use across London has now fallen for four
consecutive years and Transport for London is taking
steps to address a £700m operating deficit in the
franchised bus network. In addition, road congestion is
increasing in central London, partly as a result of the
reallocation of road space to cycling. Transport for
London’s business plan envisages further significant
cuts to bus services in the short-term. In 2019/20,
around 14% (by peak vehicle requirement) of our
existing London bus services are due for re-tender.

As a result of these factors, we have undertaken a
detailed review of our bid models, contract pricing and
cost efficiency to identify opportunities to improve our
performance on tenders for Transport for London
contracts. We will continue to tender at contract prices
designed to deliver financial returns that reflect the
capital investmentrequired.
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With that approach, we continue to see positive market
opportunities to improve the revenue and profitability of
the Division over the longer term. Significant housing
developments are plannedin and around Londonin the
coming years and a considerable proportion of them will
be in or adjacentto areas in which our UK Bus (London)
Division currently operates. We expect new housing
developments to result in new bus services and
Transport for London is examining the potential for bus
transit schemes. We continue to monitor our depot
capacity balancing such future growth potential with
possible opportunities to release capital.

UK Rail

Summary

e Good profitability reflecting strong trading at East
Midlands Trains and positive resolution of contractual
matters for the former South West Trains franchise

e Legal action commenced against Department for
Transport in relation to three disqualified franchise
bids

e Wholly owned major train operations expected to
cometo endin August2019

Financial performance

The financial performance ofthe UK Rail Division forthe
year ended 27 April 2019 is summarised below:

2019 2018 Change

(restated)

£m £m
Revenue 589.5 1,556.0 (62.1)%
Like-for-like revenue 4441 434 1 2.3%
Operating profit 26.4 249 6.0%
Operating margin 4.5% 1.6% 290bp

The reported revenue for the prior year includes revenue
at the South West Trains franchise which expired in
August 2017 and the Virgin Trains EastCoastfranchise
which ended in June 2018. The substantial fall in
reported revenue reflects the end of these franchises.

The like-for-like revenue includes the ongoing East
Midlands Trains and Sheffield Supertram businesses.

As expected, like-for-like revenue growth has been
suppressed during the year, due to the effects on the
East Midlands Trains franchise of both the revised
timetable necessary to accommodate changes to the
Thameslink network effective May 2018 and the current
year resignalling programme at Derby railway station.
While these changes have adversely affected East
Midlands Trains’ revenue, there has been no significant
impact on profit due to the contractual arrangements in
place.

The operating profit for the year reflects strong
profitability at East Midlands Trains, in addition to
continued progress in achieving favourable outcomes
from concluding industry charges and contractual
matters associated with the expired South West Trains
franchise.

The UK Rail Division’s reported profit reflects the
utilisation ofthe onerous contractprovisionin respect of
the Virgin Trains East Coastfranchise. In the period up
to the transfer of train services on 24 June 2018, the
franchise continued to incur trading losses, which have
been applied againstthe onerous contractprovision.

Rail contract update and Williams review

We were surprised and disappointed to be informed by
the Departmentfor Transportin April 2019 that three rail
franchise bids in which the Group was involved with had
been disqualified for being non-compliant, principally in
respectof pensionsrisk. We refused to accept all of the
substantial pension risks that the Department for
Transportasked operators to bear as part of these bids.
We believe the rail system should be about appointing
the best operator for customers and tax payers, not
about passing unquantifiable, unmanageable and
inappropriate risk to train companies or taking decisions
which create uncertainty for rail workers over their
pensions. We are challenging the Government’s
disqualification decisions and seeking to have these
overturned. Our objective is to encourage a more
sensible risk profile for rail contracts and restore
confidence in the procurementprocess. Keith William s,
who s leading the independentreview of the rail system,
has already made clear that the current franchising
modelis notfit for purpose.

EastMidlands Trains

Strong operational performance and high levels of
customer satisfaction continue to underpinoursuccess
at East Midlands Trains, which has maintained its
position as the most punctual long distance UK rail
operator for around a decade. Latest independent
research from Transport Focus found that 84% of
customers were satisfied with theirjourneys, higherthan
the average for the long-distance sector. This has been
achieved during a period following the introduction of a
major new timetable in May 2018 in support of the
industry's wider Thameslink programme and the
extensive resignalling work at Derby railway station.
East Midlands Trains worked closely with Network Rail
and other partners on the delivery of these projects.

In February 2019, Stagecoach agreed a new Direct
Award contract with the Department for Transport to
continue to operate the East Midlands rail network until
18 August 2019. Stagecoach has operated the East
Midlands Trains franchise successfullysince 2007, and
it has delivered industry-leading levels of performance
during thattime.

In the final months of our current East Midlands
franchise, we are continuing to work hard to deliver a
safe, high quality and professional service to our
customers, meet our obligations and ensure a smooth
transition to the new operator. We are most grateful to
all our employees and partners who have been involved
in delivering our transformation ofthe EastMidlands rail
network over the past 12 years, as well as those who
contributed to our strong, deliverable bid for the new
franchise. We know they share our disappointment in
the result.
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Sheffield Supertram

Sheffield Supertram has achieved the joint highest
customer satisfaction rating in the latest Transport
Focus tram passenger surwey. It found that 97% of
customers were satisfied with the service, up from 95%
in the previous year.

We have worked with Network Rail and the Department
for Transportto pioneerthe UK’s first Tram Train service
at Stagecoach Supertram. Launched in October 2018,
these services operate with special vehicles thatcan run
on both Sheffield’s existing tram lines and a section of
railway for passengers frawelling to and from
Rotherham.

Outlook

Our UK Rail operating profit for 2019/20 is expected to
be minimal, reflecting the end of the East Midlands
Trains franchise in August2019.

Over more than 20 years, we have delivered industry-
leading performance, record passenger growth,
excellent industrial relations, and the highest levels of
customer satisfaction in the sector. We will continue to
focus on delivering high quality services for our
customers atourexisting rail businesses. However, we
have no intention to bid for new UK rail franchises on the
current risk profile offered by the Department for
Transport.

North America

Virgin Rail Group

Summary

¢ Continuing good financial performance
e Customerimprovementinitiatives

e Virgin Rail Group’s franchised train operations
expected to come to an end in November2019

Financial performance

The financial performance of the Group’s Virgin Rail
Group joint venture for the year ended 27 April 2019 is
summarised below:

49% share 2019 2018

£m £m
Revenue 609.5 574.0
Operating profit 257 30.0
Net finance income 0.8 04
Taxation (5.2) (4.5)
Profit after tax 21.3 259
Operating margin 4.2% 5.2%

Summary

e Disposal of Division successfullycompleted
e Profitand revenuein line with our expectations

Financial performance

The financial performance ofthe North America Division
for the year ended 27 April 2019 is summarised below:

2019 2018

UsS$m US$m

Revenue 595.7 630.0
Operating profit 25.8 28.1
Operating margin 4.3% 4.5%

As previously reported, we have now successfully
completed the disposal ofthe North America Division to
the private equity firm, Variant Equity Advisors,LLC.

The 2019 figures shown above are for the period from
29 April 2018 until the disposal of the business on 16
April 2019.

The disposal represented an opportunity to realise an
attractive valuation for the business whilst refocusing
Stagecoach's portfolio on the UK. The cash proceeds
were used to reduce consolidated net debt. The
management of the North America Division have
remained with thatbusiness following the disposal.

Virgin Rail Group's West Coast rail franchise is
continuing to deliver strong growth and profitability. In
the lastfinancial year, there were around 40m journeys,
nearly triple the 14m in 1997 when Virgin took over the
West Coast route. While, as expected, the level of
profitability has fallen year-on-year as a result of the
business moving onto new contractual terms, the
operating margin remains good.

This success has followed more than two decades of
partnership between the private and publicsectoronthe
routes to deliver industry-leading innovation and
investment. As well as modernising Victorian
infrastructure, improvements have included new tilting
train fleets, successfully introducing one of the biggest
timetable changes since privatisation, and transforming
the offer to customers.

Recent research by the Campaign for Better Transport
found that these improvements have achieved not just
better journeys and increased passengernumbers, but
alsoregional and local economic growth, less congested
roads and lower carbon emissions from transport.
Between 2006 and 2018, Virgin Trains journeys grew by
105%, compared with growth of 59% across all train
operators and 62% in the long-distance sector.

During the year to 27 April 2019, Virgin Rail Group
became the first train operator to introduce digital
season tickets for use on mobile devices, as well as
offering a print at home facility. It has also led the rail
industry in permanently removing all peak-hour
restrictions on its trains that travel on Friday afternoons
from London Euston station. The move helps customers
save money and eases overcrowding on services to
destinations such as Birmingham, Manchester and
Liverpool. Virgin Trains is the first travel companyin the
world to sell tickets through the Amazon Alexa platform.
Customers who require travel assistance canalso now
book JourneyCare via Alexa-enabled devices, including
the Amazon Echo. In addition, Virgin Trains became the
first rail operator to adopt the JAM card scheme outside
of Northern Ireland. The card is designed to support
anyone who has a communication barrier to travel or
use other services by discreetly letting the member of
staff know that they require “justa minute”.
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The current West Coast franchise is expected to run
until November 2019, although the contractual terms
allow for it to run through to March 2020.

Pre-exceptional EBITDA, depreciation and intangible
asset amortisation

Earnings before interest, taxation, depreciation,
intangible assetamortisation and exceptional items (pre-
exceptional EBITDA) amounted to £327.0m (2018:
£334.4m). Pre-exceptional EBITDA can be reconciled to
the consolidated financial statements as follows:

2019 2018
£m £m

Total operating profit—
continuing operations 135.7 110.7
Total operating (loss )/profit—
discontinued operations (50.2) 214
Exceptional items 951 47.8
Intangible assetamortisation 9.6 12.7
Non-exceptional depreciation 1314 1329
Non-exceptional impairment 0.5 45
Add backjoint venture finance
income & tax 4.9 4.4
Pre-exceptional EBITDA 327.0 334.4

Intangible asset amortisation reduced from £12.7m to
£9.6m, reflecting the end of our Virgin Trains EastCoast
rail franchise in June 2018.

Depreciation reduced from the previous year reflecting
the end of our South Western and Virgin Trains East
Coastrail franchises.

Exceptional items

The following exceptional items were recognised in the
year ended 27 April 2019:

e In the half-year ended 27 October 2018, a non-
cash, exceptional pre-tax expense of £85.4m was
recorded as an impairment of North America
goodwill and when retranslated at the average rate
for year is reported as an impairment loss of
£86.2m. Subsequently, a net loss of £7.4m has
been recognised, representing the net effect of the
loss on disposal ofthe Division and the depreciation
“saving” arising from this ceasing from 20
December 2018, being the date the Division was
classified as held for sale and held at the lower of
the carrying amountand fair value less costs to sell.

e On 18 October 2012, the Group issued US$150m of
4.36% Notes as a private placement. The Notes
were due to be redeemed at their principal amount
on 18 October 2022. The cash proceeds from the
sale of the North America business were applied
towards the early repayment of the Notes.
Consistent with the terms of the Notes, in repaying
the Notes earlier than their scheduled redemption
date, the Group paid a “make whole” premium of
US$7.9m (£6.1m) in excess of the US$150m
principalamount. That“make whole” premium has
been reported as an exceptional item in the year
ended 27 April 2019.

e A pre-tax exceptional expense of £25.3m has been
recognised as a pastservice costin respect of the
equalisation of guaranteed minimum pension
(“GMP”) benefits. On 26 October 2018, the High
Court handed down a judgement involving Lloyds
Banking Group defined benefit pension schemes.
The judgementconcluded thatthe schemes should
equalise pension benefits for men and women in
relation to GMP benefits. The judgement has
implications for many defined benefit schemes,
including those in which the Stagecoach Group
participates. We have worked with our actuarial
advisors to understand the implications of the
judgement for the schemes in which the Group
participates and the £25.3m pre-tax exceptional
expense reflects our best estimate of the effect on
our reported pension liabilities.

e The Group reported pre-tax losses in previous
years in relation to its subsidiary, East Coast Main
Line CompanyLimited (“ECML”)and the franchised
rail services that ECML operated until June 2018.
Since then, we have made progress with unwinding
ECML'’s affairs, settling its liabilities and realising its
assets. As part of that process, we have
progressed the company's tax affairs and in the
consolidated financial statements for the year
ended 27 April 2019, we have recognised a tax
creditof £17.1m.

The net effect of exceptional items from continuing and
discontinued operations was a pre-taxloss of £125.0m
(2018:£49.5m).

Net finance costs

Net finance costs from continuing operations, excluding
exceptional items, for the year ended 27 April 2019 were
£28.4m (2018 restated: £31.4m) and can be further
analysed as follows:

2019 2018
£m (restated)
£m
Finance costs
Interest payable and other facility
costs on bankloans,loan notes,
overdrafts and trade finance 21 3.4
Hire purchase and finance lease
interestpayable 0.2 0.3
Interestpayable and other
finance costs on bonds 21.8 21.8
Unwinding ofdiscounton
provisions 1.2 1.3
Interestexpense on defined
benefitpension schemes 4.6 5.8
29.9 32.6
Finance income
Interestreceivable on cash (1.2) (0.4)
Effect of interestrate swaps (0.3) (0.8)
(1.5) (1.2)
Net finance costs, excluding
exceptional items 284 31.4

The decrease in net finance costs is principally due to
lowerinterestexpense on bank loans, trade finance and
defined benefit pension schemes from continuing
operations. The decrease inrespectof pensionsarises
from changes in market-driven assumptions used to
determine pension amounts.
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Taxation

Our share of profit from joint ventures is reported after
tax in arriving at the profit before tax from continuing
operations in the consolidated income statement. To
better understand the Group’s effective tax rate, we
show below the Group’s tax charge from continuing
operations including our share of joint ventures’ tax
relative to the Group’s profit before tax from continuing
operations excluding joint ventures’ tax. On that basis,
the effective tax rate for the year ended 27 April 2019,
excluding exceptional items and non-software intangible
assetamortisation,was 20.0% (2018:15.7%).

The tax charge on profit from continuing operations can
be analysed as follows:

Year to 27 April 2019 Pre-tax
profit Tax Rate
£m £m %

Fuel costs

The Group’s operations as at 27 April 2019 consume
approximately348m litres ofdiesel fuel per annum.As a
result,the Group’s profitis exposed to movements in the
underlying price of fuel. The Group’s fuel costs include
the costs of delivery and duty as well as the costs of the
underlying product. Accordingly, not all of the costvaries
with movements in oil prices.

The proportion of the Group’s projected fuel usage that
is now hedged using fuel swaps is as follows:

Year ending 2020 2021 2022 2023 2024 2025
April/May :
Total Group 86% 71% 40% 1%  <1% <1%

Excluding exceptionalitems and
non-software intangible asset

amortisation 138.6 (27.7)  20.0%
Non-softwareintangible asset

amortisation (0.3) -
Exceptional items (31.4) 22.5

With joint venture taxation gross 106.9 (5.2)
Reclassify joint venture taxation
for reporting purposes (5.7) 5.7

Reported in income statement 101.2 0.5

The effective tax rate on profit from continuing
operations, excluding exceptional items and non-
software intangible asset amortisation, of 20.0% is
marginallyhigherthan the 19.0% rate of UK corporation
tax for the year. Assuming the composition ofthe Group
remains broadly unchanged and that there are no
significant changes to expected corporate tax rates or
laws in the UK, we expect the Group’s future effective
tax rate (excluding exceptional items) to be between
17% and 20%.

The cash tax paid in the year of £17.8m (2018: £16.3m)
compares to the tax credit for continuing and
discontinued Group companies of£0.1m (2018:charge
of £31.5m). The largestdifference relates to the £22.5m
tax credit where not all of the related effects on cash tax
fall in the year ended 27 April 2019.

The areas where the Group sees greatest uncertainty
around the amount of tax that is payable relate to the
financing of, and transactions with, overseas operations.
Liabilities of£13.3m are held as at 27 April 2019 (2018:
£16.3m)inrespectof these uncertain tax positions. The
liabilites include amounts in respect of the legacy
financing of overseas operations, whereby the Group
has benefitted from the Finance Company Exemption
contained in UK Controlled Foreign Company
legislation. Whilst the Group has complied with all the
requirements of UK tax law, the European Commission
has confirmed its view that the UK exemptions are partly
contrary to EU State Aid rules. On 13 June 2019, Her
Majesty's Revenue and Customs (“‘HMRC”) applied to
annul the decision of the European Commission, and
there remains uncertainty regarding how matters will
progress overthe coming months.

The Group has no fuel hedges in place for periods
beyond April 2025.

Cash flows and net debt

Consolidated net debt (as analysed in note 17 to the
condensed financial statements) has reduced in the
year, principallydue to the disposal ofthe North America
Division. Consolidated net debt at 27 April 2019 was
£253.3m (2018: £395.8m) and non-rail net debt was
£374.9m (2018:£567.0m). The balance at 27 April 2019
includes £36.9m of Virgin Trains EastCoastcash, which
we expect will reduce to £Nil in the year to 2 May 2020.
We also expect further net cash outflows in respect of
South WestTrains as we conclude open matters relating
to that expired franchise and net cash outflows in
respect of East Midlands Trains as we unwind that
business’ affairs following the expected end of its rail
franchise in August2019. We expect a modestincrease
in non-rail net debt in the year to 2 May 2020, reflecting
the Group’s previously announced share buyback
programme.

Net cash from operating activities before tax for the year
ended 27 April 2019 was £124.7m (2018:£208.8m)and
can be further analysed as follows:

2019 2018
£m £m

EBITDA of Group companies before
exceptional items 298.8 302.9
Loss/(gain) on disposal of property,
plant and equipment 0.3 (3.2)
Non-exceptional equity-settled share
based payment expense 1.4 1.2
Working capital movements (173.4) (93.0)
Net interest paid (27.8) (26.3)
Dividends fromjoint ventures 25.4 27.2
Net cash flowsfromoperating
activities before taxation 124.7 208.8
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The movement in net debt, showing train operating
companies separately, was:

Y earto 27 April 2019 Train
operating
companies * Other Total
£m £m £m

EBITDA of Group companies 34.8 264.0 298.8
bef ore exceptional items
Loss/(gain) on disposal of 0.8 (0.5) 0.3
property, plant and equipment
Non-exceptional equity -settled 0.9 0.5 1.4
share based pay ment expense
Working capital movements (101.7) (71.7) (173.4)
Net interest paid 0.6 (28.4) (27.8)
Dividends from joint v entures - 25.4 25.4
Net cash flows from operating (64.6) 189.3 124.7
activities bef ore taxation
Inter-company mov ements (22.7) 22.7 -
Tax paid (4.5) (13.3) (17.8)
Inv esting activities 42.2 48.1 90.3
Financing activities - (45.7) (45.7)
Foreign exchange/other - (9.0) (9.0)
Mov ement in net debt (49.6) 192.1 142.5
Opening net debt 171.2 (567.0) (395.8)
Closing net debt 121.6 (374.9) (253.3)

* East Midlands Trains and Virgin Trains East Coast

The movement in net debt shown for train operating
companiesis principallyin relation to Virgin Trains East
Coast, with the closing cash balances atEastMidlands
Trains broadlyin line with the opening position.

The expiry of the Virgin Trains EastCoastfranchise has
increased our net debtin the year by around £50m. We
would anticipate a further net cash outflow in this
respectof around £35m as we conclude open matters.

The £192.1m reduction in other net debt reflects the
disposal of the North America Division, partly offset by
working capital outflows including £19m for the net
payment by the Group in respect of the Virgin Trains
East Coast performance bond, in addition to the £6.1m
premium paid to redeem the 4.36% private placement
Notes in excess of their par value.

The netimpactof purchases and sales of property, plant
and equipment for the year on net debt (“net capital
expenditure”) was £61.6m (2018: £100.4m). This
primarily related to expenditure on passenger service
vehicles, and comprised cash outflows of £102.4m
(2018: £111.7m) and new finance lease debtof £9.4m
(2018: £27.2m). In addition, £50.2m (2018: £38.5m)
cash was received from disposals of property, plantand
equipment, of which £17.0m relates to the end of the
Virgin Trains EastCoastfranchise.

Net capital expenditure, splitby division, was:

2019 2018

£m £m

UK Bus (regional operations) 50.7 73.8
UK Bus (London) 14.9 21
North America 11.2 36.0
UK Rail (15.2) (11.5)
61.6 100.4

In addition to the amounts shown in the table above, the
impact of purchases of intangible assets and other
investments was £4.4m (2018: £18.7m). In addition,
£28.1m (2018: £3.1m) of cash was received from
disposals ofintangible assets, principallyrelating to the
end of the Virgin Trains EastCoastfranchise,and which

is included in the overall approximately £50m netcash
outflow referred to above in respectof the franchise.

Financial position and liquidity

The Group maintains a good financial position with
investment grade credit ratings and appropriate
headroom underits debtfacilities.

The Group continues to have an appropriate mixof long-
term debt enabling it to plan and invest with some
certainty.

The Group’s good financial position is evidenced by:

e The ratio of net debt at 27 April 2019 to pre-
exceptional EBITDA from continuing operations for
the year ended 27 April 2019 was 1.0 times (2018:
1.2 times from all operations).

e Pre-exceptional EBITDA from all operations for the
year ended 27 April 2019 was 10.4 times (2018:9.6
times) pre-exceptional net finance charges
(including jointventure net finance income).

e Undrawn, committed bank facilities of £444.8m at
27 April 2019 (2018:£433.4m)were availableto be
drawn as bankloans with further amounts available
only for non-cash utilisation. In addition, the Group
has available assetfinance lines.

e Two majorcreditrating agencies continue to assign
investmentgrade creditratings to the Group.

Year-end financial position of the Group
Net assets

Net assets at 27 April 2019 were £128.4m (2018:
£181.7m).

The reduction in the net assets reflects the impairment
and subsequentdisposal ofthe North America Division
and dividends paid, partly offset by the underlying profit
for the year.

Retirementbenefits

The reported net assets of £128.4m (2018: £181.7m)
that are shown on the consolidated balance sheetare
after taking account of net pre-tax retirement benefit
liabilities of £197.7m (2018: £142.2m), and associated
deferred tax assets of £33.9m (2018: £24.9m). The
increase reflects the £25.3m exceptional pre-tax
expense referred to earlierin respectof the equalisation
of Guaranteed Minimum Pensions (“GMP”), and pre-tax
actuarial losses of £36.2m in the year (2018: £106.7m
actuarial gains). The Pensions Regulator takes an active
interest in the main pension schemes in which we
participate and the relevant trustees continue to discus s
the appropriateness of scheme valuations and
contribution rates with the Regulator.

Dividend policy

The Board has proposed a final dividend of 3.9p, which
will resultin a full year dividend of 7.7p per share for the
year ended 27 April 2019.

The Group takes account of its performance, financial
position and prospects when setting dividends. It does
not have a prescribed formula for determining each
year's dividends and has not set specific targets for
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dividend growth or dividend cover ratios for the following
reasons:

e The Group does notwish such targets to be viewed
as a commitmentor promise bythe Board which, in
turn, could act as pressure to pay certain levels of
dividend in the future even when at that future point
in time, that mightnot be in the bestinterests of the
Companyand its stakeholders.

e The appropriate pay-out ratio may vary based on
many factors including factors affecting the outlook
that are not reflected in the historically reported
figures.

e Earnings may be volatile from year-to-year. We
would look for dividend rates to be more stable and
not to fluctuate as significantlyas earnings simplyto
achieve target cover ratios.

As at 27 April 2019, the Companys distributable
reserves totalled £309.6m (2018: £211.5m), which
compares to dividends paid in cashin the year ended 27
April 2019 of £44.1m (2018: £68.3m). In addition, we
consider that the Companys distributable reserves
could be further increased through dividends from
subsidiary companies and/or changes in the Group
structure. The Group considers there to be a low risk
that the level of distributable reserves will be a
constraining factor on dividend payments for the
foreseeable future.

The Group has significant undrawn, committed bank
facilities as explained in the “Financial position and
liquidity” section of this report. The Group considers
there to be a low risk that the level of available
liquidity/cash resources will be a constraining factor on
dividend payments for the foreseeable future.

The Directors are focused on maintaining an investment
grade credit rating and two major credit rating agencies
continue to assigninvestmentgrade creditratings tothe
Group. Where the Group was no longer investment
grade rated or there was a significant risk of that, the
Board would review the level of the dividend.

In April 2019, the Group announced a share buyback
programme to buy back shares with an aggregate
market value of up to £60m. The Stagecoach Board
believes that following the recent announcements
regarding UK Rail coupled with the successful
completion ofthe sale ofthe North America business, it
is an appropriate use ofthe Group’s cash at this time to
buy backits own equity. The intention is to complete the
buy back over the 12 months to April 2020. However,
the Board will keep the form and quantum of the
programme underreview.

The purpose ofthe buyback programme is to reduce the
share capital of the Companyand itis being conducted
within the limitations of the authority granted to the
Board of Stagecoach at the Annual General Meeting,
held on 31 August 2018, pursuant to which the
maximum number of shares to be bought back was
50,000,000. The buyback is also being conducted within
the parameters prescribed by the Market Abuse
Regulation 596/2014, the Commission Delegated
Regulation (EU) 2016/1052 and Chapter 12 of the
Listing Rules. The repurchased ordinary shares are
being held in treasury.

From the commencementofthe programme on 25 April
2019 until 24 June 2019 inclusive, the Group has
purchased 6,695,775 shares atatotal costof £8.7m, of
which 165,779 shares at a cost of £0.2m were
purchased inthe year ended 27 April 2019.

The Group will continue to regularly review its financial
strategy and capital structure.

Adoption of new accounting standard for leases

The Group will adopt International Financial Reporting
Standard 16 (“IFRS 16”), Leases, with effect from 28
April 2019. The condensed financial statements for the
year ended 27 April 2019 are prepared in accordance
with International Accounting Standard 17 (“IAS 177),
Leases, and so do notreflect all of the requirements of
IFRS 16. More information on the adoption of IFRS 16
and its expected impact on the consolidated financial
statements is provided in note 1 to the condensed
financial statements.

Related parties

Details of significanttransactions and events inrelation
to related parties are given in note 19 to the condensed
financial statements.

Principal risks and uncertainties

Like most businesses, there is a range of risks and
uncertainties facing the Group. A brief summary is
given below of those specificrisks and uncertainties that
the Directors believe could have the most significant
impact on the Group’s financial position and/or future
financial performance. Pages 9 to 13 of the Group’s
2018 Annual Report set out specific risks and
uncertainties in more detail. Further information and
updates will be provided in the 2019 Annual Report.

The matters summarised below are not intended to
represent an exhaustive list of all possible risks and
uncertainties. The focus below is on those specificrisks
and uncertainties that the Directors believe could have
the most significant impact on the Group’s position or
performance.

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

e Economy — the economic environment in the
geographic areas in which the Group operates
affects the demand for the Group’s services. The
ongoing negotiation of the terms of the UK leaving
the European Union may lead to continuing
economic, consumer and political uncertainty. That
may in turn affect asset values and foreign
exchange rates, which have a bearing on the
amounts ofour pensions, financial instruments and
other balances. UK policy following the UK leaving
the European Union may affect the UK economy,
including the availabilityand costof staff.

e Terrorism — there is a risk that the demand for the
Group’s services could be adversely affected by a
significantterroristincident.

e Sustainability of rail profit — there is a risk that the
Group’s revenue and profit could be significantly
affected (either positively or negatively) as a result
of the Group winning new UK rail franchises or
failing to retainits existing franchises.
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e Breach of franchise — if the Group fails to comply
with certain conditions as part of its rail franchise
agreements it may be liable to penalties including
potential termination of one or more of the rail
franchise agreements.

e Changing customer habits - There is a risk that
changes in people’s working patterns, shopping
habits and/or other preferences affect demand for
the Group’s transport services, which could in turn
affect the Group’s financial performance and/or
financial position.

e Pension scheme funding —the Group participates in
a number ofdefined benefit pension schemes, and
there is a risk that the cash contributions required
increase or decrease due to changes in factors
such as regulatory approach, investment
performance, discountrates and life expectancies.

e Insurance and claims environment—thereis a risk
that the cost to the Group of settling claims against
itis significantlyhigher orlowerthan expected.

e Regqulatory changes and availability of public
funding — there is a risk that changes to the
regulatory environment or changes to the
availability of public funding could affect the Group’s
prospects. New legislation introduced and planned
in the UK could see the introduction of franchised
bus networks in some areas, which could affect our
bus operations.

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

e Disease — there is a risk that demand for the
Group’s services could be adversely affected by a
significantoutbreak ofdisease.

e Information security — there is a risk that potential
malicious attacks on our systems lead to a loss of
data or disruption to operations.

e Information technology — there is a risk that the
Group’s capabilityto make sales digitallyeither fails
or cannotmeetlevels of demand.

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

e Treasuryrisks — the Group is affected by changes
in fuel prices, interestrates and exchange rates.

Use of non-GAAP measures

Our reported preliminary financial information is
extracted from the Group’s consolidated financial
statements prepared in accordance with International
Financial Reporting Standards as adopted by the
European Union and applied in accordance with the
provisions ofthe Companies Act 2006. In measuring our
financial performance, the measures thatwe use include
those which have been derived from our reported results
in order to eliminate factors which distort period-on-
period comparisons and those that provide additional
useful information to stakeholders. These are
considered non-GAAP financial measures, and include
measures such as like-for-like revenue, pre-exceptional
EBITDA and net debt. We believe this information, along
with comparable GAAP measurements, is useful to
shareholders and analysts in providing a basis for
measuring our financial performance and position.Note
22 to the condensed financial statements provides
further information on these non-GAAP financial
measures.

Going concern

On the basis of current financial projections and the
facilities available, the Directors are satisfied that the
Group has adequate resources to continue for the
foreseeable future and, accordingly, consider it
appropriate to adopt the going concern basis in
preparing the condensed financial statements for the
year ended 27 April 2019.

Current trading and outlook

We have made a satisfactory start to the year ending 2
May 2020 and have not significantly changed our
expectation of adjusted earnings per share for the year.

We see positive long-term prospects for public transport
There is a large market opportunity for modal shift from
cars to public transport against a backdrop of
technological advancements, rising road congestion and
increasing environmental awareness. We have a growth
strategy built on continued investment, value-for-money
travel and high customer satisfaction.

Martin Griffiths
Chief Executive
26 June 2019
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Cautionary statement

The preceding preliminarymanagementreporthas been prepared forthe shareholders ofthe Company,as a body, and
for no other persons. Its purpose is to assist shareholders of the Company to assess the strategies adopted by the
Companyand the potential for those strategies to succeed and for no other purpose. The preliminarymanagementreport
contains forward-looking statements thatare subjectto risk factors associated with,amongstotherthings, the economic
and business circumstances occurring from time to time in the countries, sectors and markets in which the Group
operates. ltis believed that the expectations reflected in these statements are reasonable but they may be affected by a
wide range of variables that could cause actual results to differ materiallyfrom those currently anticipated. No assurances
can be given that the forward-looking statements will be realised. The forward-looking statements reflectthe knowledge
and information available atthe date of preparation. Nothing in the preliminarymanagementreportshould be considered
or construed as a profit forecastfor the Group. Except as required by law, the Group has no obligation to update forward-
looking statements or to correct any inaccuracies therein.
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CONDENSED FINANCIAL STATEMENTS

CONSOLIDATED INCOME STATEMENT

Audited Audited
Year to 27 April 2019 Year to 28 April 2018 (restated)
Performance Intangibles Pelrformgbr}ce Intangibles
pre intangibles (exc software) pre intangibles (exc software)
(exc sof tware) and ; tlﬁesults (exc softwared) and . tiesults
and exceptional exceptional ortheyear ti an | exceptional ortheyear
items items (note 4) exceptiona items (note 4)
Notes items
£m £m £m £m £m £m
[ CONTINUING OPERATIONS [
Revenue 3(a) 1,878.9 - 1,878.9 2,818.0 - 2,818.0
Operating costs and other
operating income (1,740.9) (25.6) (1,766.5) (2,685.4) (49.0) (2,734.4)
Operating profit of Group
companies 3(b) 138.0 (25.6) 112.4 132.6 (49.0) 83.6
Share of profit of joint ventures
after finance costs, finance
income and taxation 3(c) 23.3 - 23.3 27.1 - 27.1
Total operating profit: Group
operating profit and s hare of
joint ventures' profit after
taxation 3(b) 161.3 (25.6) 135.7 159.7 (49.0) 110.7
Non-operating exceptional items 4 - - - - (1.7) (1.7)
Profit before interest and
taxation 161.3 (25.6) 135.7 159.7 (50.7) 109.0
Finance income 1.5 - 1.5 1.2 - 1.2
Finance costs (29.9) (6.1) (36.0) (32.6) - (32.6)
Profit before taxation 132.9 (31.7) 101.2 128.3 (50.7) 77.6
Taxation (22.0) 22.5 0.5 (16.1) (13.4) (29.5)
Profit from continuing
operations 110.9 (9.2) 101.7 112.2 (64.1) 48.1
[ DISCONTINUED OPERATIONS |
Profit/(loss) after taxation for the
year fromdiscontinued
operations 5 15.5 (93.6) (78.1) 14.7 1.0 15.7
[ TOTAL OPERATIONS |
Total profit forthe year 126.4 (102.8) 23.6 126.9 (63.1) 63.8
Attributable to:
Equity holders of the parent 126.4 (104.8) 21.6 128.0 (57.5) 70.5
Non-controlling interests - 2.0 2.0 (1.1) (5.6) (6.7)
126.4 (102.8) 23.6 126.9 (63.1) 63.8
EARNINGS PER SHARE |
Continuingoperations
Adjusted basic /Basic 7 19.3p 17.4p 19.8p 9.6p
Adjusted diluted / Diluted 7 19.2p 17.3p 19.7p 9.5p
Discontinued operations
Adjusted basic /Basic 7 2.7p (13.6)p 2.6p 2.7p
Adjusted diluted / Diluted 7 2.7p (13.5)p 2.6p 2.7p
Total operations
Adjusted basic /Basic 7 22.1p 3.8p 22.3p 12.3p
Adjusted diluted / Diluted 7 21.9p 3.7p 22.2p 12.2p
The accompanying notes form an integral partof this consolidated income statement.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Audited Audited
Yearto
o7 Ap}’ﬁg{):‘; 28 April 2018
(restated)
£m £m
Profit for the year 23.6 63.8
Items thatmay be reclassified to profitor loss
Continuing operations
Cashflow hedges:
- Net fair value gains on cash flow hedges 16.6 42.8
- Reclassified and reported in profit for the year (27.3) (0.8)
- Share of other comprehensive (expense)/income on joint ventures' cash flow hedges (0.4) 0.2
- Tax effect of cash flow hedges 21 (8.0)
Discontinued operations
Cashflow hedges:
- Net fair value (losses)/gains on cash flow hedges (0.1) 7.5
- Reclassified and reported in profit for the year (3.2) (1.2)
- Tax effect of cash flow hedges 0.6 (1.2)
Foreign exchange differences on translation of foreign operations (net of hedging)
- Foreign exchange differences arising in year 5.7 (7.0)
- Tax effect of foreign exchange differences arising in year - (0.3)
- Reclassified and reported in profit for the year (8.6) -
Total items that may be reclassifiedto profit orloss (14.6) 32.0
Items thatwill notbe reclassified to profit orloss
Continuing operations
Actuarial (losses)/gains on Group defined benefit pension schemes (36.0) 106.8
Tax effect of actuarial losses/(gains) on Group defined benefit pension schemes 6.2 (20.6)
Share of actuarial losses on joint ventures' defined benefit pension schemes, net of tax (2.8) (0.6)
Net loss on equity instruments designated at fair value through other comprehensive
income (2.7) -
Discontinued operations
Actuarial losses on Group defined benefit pension schemes (0.2) (0.1)
Total items that will not be reclassified to profit or loss (35.5) 85.5
Other comprehensive (expense)/income forthe year (50.1) 117.5
Total comprehensive (expense)/income forthe year (26.5) 181.3
Attributable to:
Equity holders of the parent (28.5) 190.7
Non-controlling interests 2.0 (9.4)
(26.5) 181.3
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CONSOLIDATED BALANCE SHEET (STATEMENT OF FINANCIAL POSITION)

Audited Audited
As at As at
27 April 2019 28 April2018
Notes £m £m
ASSETS
Non-currentassets
Goodw ill 8 51.2 142.1
Other intangible assets 9 9.7 444
Property, plant and equipment 10 834.0 1,137.1
Interests in joint ventures 11 19.9 25.2
Investments in equity instruments - 2.7
Derivative instruments at fair value 14.2 30.0
Retirement benefit asset 13 1.8 4.6
Other receivables 34.6 3.8
965.4 1,389.9
Current assets
Inventories 14.3 22.9
Trade and other receivables 133.3 235.3
Derivative instruments at fair value 13.5 11.4
Cash and cash equivalents 170.4 238.2
331.5 507.8
Total assets 3(d) 1,296.9 1,897.7
LIABILITIES
Current liabilities
Trade and other payables 392.6 614.6
Current tax liabilities 19.0 41.2
Foreign tax liabilities - 0.6
Borrow ings 21.8 36.9
Derivative instruments at fair value 0.2 04
Deferred tax liabilities 0.2 -
Provisions 36.8 117.7
470.6 811.4
Non-currentliabilities
Other payables 4.5 20.4
Borrow ings 411.2 606.9
Derivative instruments at fair value 1.8 0.1
Deferred tax liabilities 13.7 25.2
Provisions 67.2 105.2
Retirement benefit obligations 13 199.5 146.8
697.9 904.6
Total liabilities 3(d) 1,168.5 1,716.0
Net assets 3(d) 128.4 181.7
EQUITY
Ordinary share capital 14 3.2 3.2
Share premium account 8.4 8.4
Retained earnings (285.4) (228.6)
Capital redemption reserve 422.8 422.8
Ow n shares (39.4) (38.0)
Translation reserve - 2.9
Cash flow hedging reserve 18.8 30.1
Total equity attributable to the parent 128.4 200.8
Non-controlling interest - (19.1)
Total equity 128.4 181.7

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

Ordinary Share . Capital . Cash flow  Total equity Non-
oo pemun  Cimings SN oy | rewne  Medsing  atrlbuable  conioling - Toul equty
Notes £m £m £m £m £m £m £m £m £m £m
As at29 April 2017 3.2 8.4 (320.4) 422.8 (37.0) 10.2 (9.0) 78.2 9.7) 68.5
Profit forthe year - - 70.5 - - - - 70.5 6.7) 63.8
Othercomprehensive income / (expense) net of tax - - 88.4 - - 7.3) 39.1 120.2 (2.7) 117.5
Total comprehensive income / (expense) - - 158.9 - - 7.3) 39.1 190.7 9.4) 181.3 |
Own ordinary shares purchased - - - - (1.0) - - (1.0) - (1.0)
Creditin relation to equity-settled share based payments - - 1.2 - - - - 1.2 - 1.2
Dividendspaid on ordinary shares 6 - - (68.3) - - - - (68.3) - (68.3)
As at28 April 2018 3.2 8.4 (228.6) 422.8 (38.0) 2.9 30.1 200.8 (19.1) 181.7
Profit forthe year - - 21.6 - - - - 21.6 2.0 23.6
Othercomprehensive expense net of tax - - (35.9) - - (2.9) (11.3) (50.1) - (50.1)
Total comprehensive (expense)/income - - (14.3) - - (2.9) (11.3) (28.5) 2.0 (26.5) |
Own ordinary shares purchased - - - - (1.4) - - (1.4) - (1.4)
Shareholder transactionswith non-controllinginterest - - - - - - - - 171 171
Cash paid to settle share based paymentsoriginally
intendedto be equity-settled - - 0.3) - - - - (0.3) - (0.3)
Creditin relation to equity-settled share based payments - - 1.9 - - - - 1.9 - 1.9
Dividendspaid on ordinary shares 6 - - (44.1) - - - - (44.1) - (44.1)
As at27 April 2019 3.2 8.4 (285.4) 422.8 (39.4) - 18.8 128.4 - 128.4
The accompanying notes form an integral part of this consolidated statement of changes in equity.
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CONSOLIDATED STATEMENT OF CASH FLOWS

Audited Audited
Year to Yearto
27 April 2019 28 April2018
Notes £m £m
Cash flows from operating activities
Cash generated by operations 15 1271 207.9
Interest paid (31.3) (30.8)
Interest received 3.5 4.5
Dividends received fromjoint ventures 25.4 27.2
Net cash flows from operating activities before tax 124.7 208.8
Tax paid (17.8) (16.3)
Net cash from operating activities after tax 106.9 192.5
Cash flows from investing activities
Disposal of subsidiaries, net of cash disposed of 5 73.8 -
Purchase of property, plant and equipment (102.4) (111.7)
Disposal of property, plant and equipment 50.2 38.5
Purchase of intangible assets and other investments (4.4) (18.7)
Disposal of intangible assets 28.1 3.1
Net cash inflow/(outflow) from investing activities 45.3 (88.8)
Cash flows from financing activities
Purchase of treasury shares (1.4) (1.0)
Repayments of hire purchase and lease finance debt (20.7) (26.0)
Redemption of US Dollar 4.36% Notes — principal (116.1) -
Draw dow n of other borrowings 114.0 160.0
Repayment of other borrowings (154.2) (242.0)
Dividends paid on ordinary shares 6 (44.1) (68.3)
Sale of tokens - 0.1
Redemption of tokens (0.2) (0.4)
Net cash usedin financingactivities (222.7) (177.6)
Net decreasein cash and cashequivalents (70.5) (73.9)
Cash and cash equivalents at the beginning of year 238.2 313.3
Exchange rate effects 2.7 (1.2)
Cash and cash equivalents at the end of year 170.4 238.2

Cash and cash equivalents for the purposes of the consolidated statement of cash flows comprise cash atbank and in
hand, overdrafts and other short-term highlyliquid investments with maturities atthe balance sheetdate of twelve months

orless.

The accompanying notes form an integral part of this consolidated statementofcash flows.
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NOTES
1 BASIS OF PREPARATION

The Group reports its annual results based on a financial year ending on the Saturday nearest to 30 April. This report
therefore sets out the Group’s results for the period from 29 April 2018 to 27 April 2019.

These results are extracts of consolidated financial statements thathave been prepared in accordance with International
Financial Reporting Standards (“IFRS”) and International Financial Reporting Interpretations Committee (“IFRIC”)
interpretations as adopted bythe European Union (that therefore complywith Article 4 of the EU IAS Regulation),and with
those parts of the Companies Act 2006 applicable to companies reporting under IFRS. The accounting policies and
methods of computation applied in the condensed financial statements are the same as those ofthe consolidated financial
statements for the year ended 28 April 2018 with the exception of the new accounting standards set out below. New
standards, amendments to standards and interpretations that are mandatory for the first time for the financial year
beginning 28 April 2019 and which will have an effect on the consolidated financial statements of the Group are also
detailed below.

The Board of Directors approved this announcementon 26 June 2019.
New accounting standards adopted during the year
IFRS 15, Revenue from Contracts with Customers

The Group has adopted IFRS 15, Revenue from Contracts with Customers, from 30 April 2017, applying the full
retrospective approach. The core principle of IFRS 15 is that an entity will recognise revenue to depict the transfer of
promised goods or services to customers in an amount that reflects the consideration (payment) to which the entity
expects to be entitled in exchange for those goods orservices. In both ourrail and bus divisions, performance obligations
are generally clear and transaction prices are even over the period to which they relate and are time apportioned. There
have been no judgements taken in the implementation of IFRS 15 which significantly affect the amount or timing of the
recognition ofrevenue.

Implementing IFRS 15 has nothad a material impacton the consolidated financial statements, with the exception of the
reclassification of certain customer compensation amounts which were previously treated as operating costs and the
reclassification to revenue of a number of specificincome items previouslyreported as miscellaneousincome within other
operatingincome.

Under IFRS 15, customer compensation is treated as a reduction in revenue, and for the year ended 28 April 2018,
retrospectively applying IFRS 15 has resulted in a decrease in revenue of £15.8m, offset by an equivalent reduction in
operating costs. For the year ended 27 April 2019, customer compensation of £4.0m has been treated as a reduction in
revenue, with an equivalentreduction in operating costs.

The Group has other miscellaneous sources ofincome comprising ofincome incidental to the Group’s principal activities.
It includes amounts receivable from Network Rail under performance regimes, commissions receivable, advertising
income, maintenance income, railway station access income, railway depot access income, fuel sales and property
income. UnderIFRS 15 commissions receivable, maintenance income and fuel sales fall under the definition ofrevenue.
For the year ended 28 April 2018, reclassifying those items of income as part of retrospectively applying IFRS 15 has
resultedinanincreaseinrevenue of £77.9m.

These two reclassifications explained above resultin a netincrease of £62.1m in the previouslyreported revenue for the
year ended 28 April 2018.

As there is no net impact on the income statement from implementing IFRS 15, there is no adjustment to prior year
openingretained earnings. Thereis noimpacton any of the other primary statements thathad previouslybeenreported.
No consolidated balance sheet has been restated as at 29 April 2017 because there are no material restatements or
reclassifications in the balance sheetresulting from the implementation of IFRS 15. The following table shows the impact
of IFRS 15 on the previously reported results along with the impact of the discontinued operations (note 5)to arrive at the
comparative figures appearing in the consolidated income statement.

As restated

and

Impact of appearingin
discontinued  consolidated

IFRS 15 restatement and impact of As previously IFRS 15 operations income
discontinued operations reported Impact Restated (Note 5) statement

£m £m £m £m £m
Revenue 3,226.8 62.1 3,288.9 (470.9) 2,818.0
Operating costs and other operating income (3,121.8) (62.1) (3,183.9) 449.5 (2,734.4)
Operating profit of Group companies 105.0 - 105.0 (21.4) 83.6
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1 BASIS OF PREPARATION (CONTINUED)

Note 3(a) sets out a disaggregation ofrevenue in accordance with the disclosure requirements ofthe new standard, with
an explanation of the types of revenue included in the note set out below.

The Group has anumberof revenue streams. In general, revenue presented in the income statementis recognised atthe
fair value of the consideration received or receivable. Where appropriate, amounts are shown net of discounts, rebates,
VAT and other sales taxes. The revenue is recognised as performance obligations are satisfied as described below for
each significant revenue stream. The Group recognises that some revenue streams may be bundled, such as the
provision of food and beverages on train services. The Group meets the performance obligations of these bundled
services and goods at approximately the same time and as a result has not allocated a transaction price to each of the
obligations.

No detailed information is provided aboutremaining performance obligations as atthe balance sheetdates presented, as
permitted by IFRS 15, as the contract liabilities are expected to be satisfied within one year. This is the only practical
expedient that the Group has elected to adopt on the adoption of IFRS 15. The Group has not adopted any of the
transitional expedients available on the adoption of IFRS 15.

Passengerrevenues

Passenger revenues primarily relate to ticket sales through UK Bus (regional operations), UK Rail and North America.
Passengerrevenue is recognised in the income statementin the period in which the related travel occurs. This can involve
some estimation — for example, revenue from the sale of season tickets and travelcards, that entitle individuals to use
certain of our services during a specified period of time, is deferred within liabilities and recognised in the income
statementover the period covered. The recognition of season ticketand travel card income is recorded on a straight-line
basis overthe applicable period.

The Group generates revenue from the provision of bus and rail services toits customers. Inthe UK, the Group receives
concessionary revenue from public bodies, such as local authorities, for transporting disabled and older people free of
charge to the passenger. Although the revenue is received from a party other than the person receiving the service, the
Group accounts for such revenue in accordance with IFRS 15 with the performance obligation being the provision of the
free travel to those eligible.

Amounts that are receivable from governmentbodies in respectoftravel by individuals on the Group’s transportservices
is recognised in the income statement in the period in which the related travel occurs. Such amounts are included in
revenue because they represent payments for transport services provided. This can involve some estimation — for
example, revenue receivable in respect of UK concessionary travel schemes can involve some negotiation with relevant
public authorities on the amount of revenue due and/or be subject to adjustment based on the levels of concessionary
travel across a number of operators. Revenue is recognised based on the Group’s best estimates of the amounts
receivable in respect of travel prior to the balance sheet date and where itis highly probable that a significantreversal in
the amountof cumulative revenue recognised will notoccur.

In UK Rail, travel on a train operating company’s services can be sold by other train operating companies as well as other
travel retailers. Certain tickets for train travel can be sold which provide the holder with a choice of train operators to travel
with. In light of those factors, the Group’s UK Rail revenue includes amounts receivable from individuals or groups of
individuals to travel on UK rail services that is attributed to train operating companies by the Railway Settlement Plan
Limited (“RSP”). RSP administers the income allocation system within the UK rail industry and allocates revenue to
operators principallyon agreed models ofroute usage. Similarrevenue allocations applyto rail services inthe Transport
for London area and in respect of multi-operator ticket schemes in which some of the Group’s UK bus and tram
businesses participate. Procedures existto allow operators to challenge the appropriateness ofrevenue allocation. Where
the revenue allocated to the Group is subsequently adjusted, the effect of the adjustment is recognised in the income
statementin the period in which the Group is made aware of it. Where an adjustmentresultsin additionalrevenue being
attributed to the Group, the additional revenue is recognised when the amountofrevenue can be reliably estimated and it
is highly probable thata significantreversal in the amountof cumulative revenue recognised will notoccur.

Other subsidies thatthe Group receives from governmentbodies to financiallysupportthe operation of transportservices
they considerto be sociallydesirable is included in revenue and recognised in the income statementin the period that the
subsidyrelates to. This includes tenderrevenue receivable to financiallysupportcertain bus services the Group operates
in the UK.
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1 BASIS OF PREPARATION (CONTINUED)
Contract revenues

Contract revenues mainlyrelate to UK Bus (London) contracts with Transportfor London and contracts with customers in
North America. Revenue receivable from government bodies and others to the Group for operating transport services
under contract is recognised in the income statementin the period that the contracted services relate to. In general, the
revenue in respect of any particular period can be clearly determined from the contract. Where there is a contingent
elementto contract revenue (for example, where additional amounts are payable or receivable based on the punctuality of
transport services and/or other operational measures), revenue is recognised based on the applicable operational
measures when the amountofrevenue can be reliablyestimated anditis highly probable thata significantreversal in the
amountof cumulative revenue recognised will notoccur.

The adoption of IFRS 15 has not resulted in a change to the revenue recognition or measurementofcontract revenues.

Other Revenues

Other revenues relate to revenues from government bodies, and incidental revenue. Other revenues are recognised at
both a pointin time and over time as performance obligations are satisfied.

Revenue that is incidental to the Group’s principal activity of providing transport services is reported as other revenue.
Such revenue is recognised as the service is provided, the amount of revenue can be reliably estimated and itis highly
probable that a significant reversal in the amount of cumulative revenue recognised will not occur. This may include
income from:

« commissions forselling travel on other operators’ transportservices;
. undertaking maintenance work on other operators’ vehicles;
» sellingfuel to other transportoperators.

This is a change from the previous policy under which all of the above items ofincome were reported as other operating
income and notwithin revenue.

Income from other sources continue to be reported as other operatingincome. These other sources include:

» sellingadvertising space on vehicles and premises thatthe Group operates;

* access income forothers to use railway stations and depots thatthe Group operates;
* propertyrental; and

*  NetworkRailin respectof UK railway operating performance regimes.

Finance Income

Finance income is recognised under the effective interest method as interest accrues and is shown separately on the
consolidated income statement.

Contract liabilities

A contract liability is the obligation to provide services for a customer for which the Group has received consideration (or
an amount of consideration is due) from the customer. If a customer pays consideration before the Group provides the
services, a contract liabilityis recognised when the paymentis made orthe paymentis due (whicheveris earlier). Contract
liabilities are recognised as revenue when the Group performs under the contract. Customers include individuals,
corporations and publicbodies who paythe Group for transportservices. Contract liabilities include amountsinrespectof
unexpired season tickets and other tickets giving the holder a right to travel on the Group’s services after the balance
sheetdate.
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1 BASIS OF PREPARATION (CONTINUED)
Contract assets

Contract assets include trade receivables, representing amounts thathave been invoiced priorto the balancesheet date
and which remain outstanding atthe balance sheetdate.

Rail franchise payments and sub sidies

Franchise payments payable to or receivable from the UK Departmentfor Transportunder rail franchise agreements are
recognised as operating costs or other operatingincome in the income statement.

Under the contractual terms of its franchise agreements to operate rail services, the Group has revenue sharing
arrangements with the Department for Transport. As a result of these arrangements, the Group may be liable to make
payments to the Departmentfor Transportor receive amounts from the Departmentfor Transport. The arrangements vary
by franchise. The Group recognises revenue share amounts payable orreceivable in the income statement in the same
period in which it recognises the related revenue. Revenue share amounts payable or receivable (if any) are treated as
operating costs orother operatingincome.

IFRS 9, Financial Instruments

The Group has adopted IFRS 9, Financial Instruments, prospectivelyfrom 29 April 2018. The Group has notrestated the
comparative information, which continues to be reported under IAS 39. The standard sets requirements for accounting for
financialinstruments including in respectofrecognition and measurement, impairment, derecognition and general hedge
accounting. There have been changes to the Group’s categorisation offinancial assets and liabilities. These changesare
detailed below. No changes were required to the hedge accounting applied as aresultof IFRS 9.

IFRS 9 requires a new impairmentmodel with impairmentprovisions based on expected credit losses ratherthanincurred
credit losses under IAS 39. For trade receivables, accrued income and other receivables, the Group has applied the
simplified approach under the standard and determined expected creditlosses for significant portfolios ofreceivables. The
transitional increase in the impairment allowance as a result of adopting this policyis immaterial. As a result there has
been no adjustmentmade to the retained earnings figures at28 April 2018 as previously reported.

UnderIFRS 9, the Group has elected to recognise its investments, previouslyclassified as available for sale, as Fair Value
through Other Comprehensive Income (“FVOCI”) when they meet the definition of equity under IAS 32, Financial
Instruments: Presentation and are notheld for trading. At 27 April 2019, the carrying value of those investments was £Nil
(28 April 2018: £2.7m). Changes in the value of equity investments classified as FVOCI are recorded directly in equity
and are not recycled to the income statement. Equity instruments classified as FVOCI are not subject to impairment
assessment.

On initial recognition, the Group classifiesits financial assets as being subsequentlymeasured atamortised cost, FVOCI,
or fair value through profit or loss. Financial assets which are held to collectcontractual cash flows and give rise to cash
flows that are solely payments of principal and interest on the principal outstanding are subsequently measured at
amortised cost. Interest on these assets is calculated using the effective interest rate method and is recognised in the
income statementas interestincome.

The Group recognises a provision for expected credit losses for all financial instruments measured at amortised cost.
Where there has not been a significantincrease in creditrisk since initial recognition, provision is made for defaults that
are possible within the next 12 months. Where there has been a significantincrease in creditrisk since initial recognition,
provision is made for credit losses expected over the remaining life ofthe asset.

The Group’s financial assets that are categorised as Fair Value Through Profitand Loss (“FVTPL”) include a Deferred

Payment Instrument received in respect of the sale of the Group’s North America Division in April 2019 and certain
financial derivatives.
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1 BASIS OF PREPARATION (CONTINUED)
Trade receivables

Trade receivables are recorded attheir original amountless provision for expected credit losses. The Group has elected to
apply the simplified version of the expected credit loss model permitted by IFRS 9 in respect of trade receivables. The
lifetime expected credit lossesis assessed for all balances. The Group has established a provision matrixthat is based on
its historical creditloss experience bydivision and is adjusted for specific forward-looking factors. The carrying amount of
the receivable is reduced through the use of a provision account and movements in the provision are recognised in the
income statementwithin operating costs and otherincome. When a previouslyprovided trade receivable is uncollectable,
itis written off againstthe provision. Balances which are more than 180 days pastdue are considered to be in default and
are written off the ledgers but continue to be actively pursued. Adjustments to this policy may be made in specific
circumstances. At each reporting date, the Group assesses whethertrade receivables are credit-impaired. This includes a
review if the customeris in significantfinancial difficulty, the probabilitythat the customer will enter bankruptcy or financial
reorganisation, and any defaultor delinquencyin payments.

There has been no other impacton the accounting for financial instruments resulting from the adoption of IFRS 9.

The following table summarises the changes in the classifications of financialinstruments as at28 April 2018 resulting
from the adoption of IFRS 9:

IAS 39 IFRS 9 measurement category
Measurement Carrying value

Balance sheet item category at 28 April 2018 Amortised cost FVOCI

£m £m £m
Accruedincome Loans and receivables 45.4 45.4 -
Trade receivables Loans and receivables 105.2 105.2 -
Other receivables Loans and receivables 12.2 12.2
Non-listed equity investments Available for sale 2.7 - 2.7

New accounting standards not yet applied

IFRS 16, Leases

The Group will adopt IFRS 16, Leases, with effect from 28 April 2019. The condensed financial statements for the year
ended 27 April 2019 are prepared in accordance with International Accounting Standard 17 (“IAS 17”), Leases,andso do
not reflect all of the requirements of IFRS 16. IFRS 16 replaces IAS 17, and establishes new principles for the recognition,
measurement, presentation and disclosure ofleases. IFRS 16 eliminates the classification ofleases bylessees as either
operating leases or finance leases and, instead, introduces a single lessee accounting model. Applying that model, a
lessee is required to recognise assets and liabilities for all leases with a term of more than 12 months, unless the
underlying assetis oflow value. Depreciation oflease assetsis recognised separatelyfrom interest.

On adopting IFRS 16, the Group expects to recognise substantial new assets and new liabilities in respect of certain of
thoseleases currentlyclassified as operating leases. The Group intends to apply the modified retrospective approach to
transition utilising the practical expedients outlined in the standard.

Practical expedients
The Group has elected to adoptthe following practical expedients on transition to IFRS 16:

+ Leases which expire before 27 April 2020, which includes all ofthe Group’s existing leases of railwayrolling stock, will
not be capitalised.

*  Low-value leases (those with a capital value of less than £4,500) will notbe capitalised.

*  The requirements of IFRS 16 will not be applied to intangible assets.

»  Contracts will not be reassessed to determine if they contain a lease where an assessment was previously made
underlAS 17 and IFRIC 4, Determining Whetheran ArrangementContains a Lease.

*  Where an onerous lease provision is in existence, this provision will be utilised to rely on its previous assessment
under IAS 37, Provisions, Contingent Liabilities and Contingent Assets, and to reduce the right-of-use asset at the
date of initial application of IFRS 16 rather than undertaking an impairmentreview.
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1 BASIS OF PREPARATION (CONTINUED)
Accounting judgements

Reflecting the scale and complexity of the lease accounting issues affecting the rail industry, the UK rail sector worked
collaboratively under the auspices of the Rail Delivery Group to consider railway specific arrangements and the issues
arising from them in the context of implementing IFRS 16. The Group was represented on the working group, as it sought
to develop industry-wide agreementon the interpretation of IFRS 16 for private rail operators for use in rail franchises.

UK rail franchises have contracts with Network Rail for access to the railway infrastructure (track, stations and depots). It
has been concluded that these contracts do not meet the definition of a lease under IFRS 16, reflecting the fact that
Network Rail, ratherthan the franchise train operator, directs how and for what purposes the assets are used.

Due to the short remaining duration of the Group’s current rail franchises, all of its rail related leases are due to expire
before 27 April 2020. The Group therefore does not expect to recognise incremental lease liabilities and associated right-
of-use assets inrelation to those leases. Inthe event that the Group won anotherlong-term UK rail franchise, the Group
would expect to capitalise those leases thatrelate to rolling stock assets.

Impactof adoption

At 27 April 2019, the Group’s operating lease commitments of £110.2m include £14.8m in respect of short-term leases
which will be recognised on a straight-line basis as an expense in the income statement. For the remaining lease
commitments, and after taking account of discounting to presentvalue, the Group expects to recognise incremental lease
liabilities and associated right-of-use assets ofaround £85m. The right-of-use assets primarilyrelate to properties and
vehicles.

Under IFRS 16, the Group will see a different pattern of expense within the income statement, as the IAS 17 operating
lease expenseis replaced bydepreciation and interestcharges. The Group does not expect a material earnings impactto
arise as a result of applying IFRS 16 with 2019/20 profit before taxlikely to be around £1m lower than under IAS 17. All
future cash flows in respect of lease payments will be treated as financing. The Group expects operating cash flows
under IFRS 16 to be approximately £21m higher in the year ending 2 May 2020 than they would have been under the
current accounting applied toleases. Thereis no overall cash flow impactfrom the adoption of IFRS 16.

2 FOREIGN CURRENCIES

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

Year to Yearto
27 April 28 April
2019 2018
US Dollar:
Year endrate 1.2935 1.3797
Averagerate 1.3047 1.3380
Canadian Dollar:
Year endrate 1.7423 1.7745
Averagerate 1.7182 1.7072

3 SEGMENTAL ANALYSIS

Management has determined the operating segments based on the reports reviewed by the Board of Directors that are
used to make strategic decisions.

The Group disposed of its North America segment, which operates coach and bus operations in the United States and
Canada,on 16 April 2019. That segmentis therefore presented as discontinued operations. Previouslyreported figures
have been re-presented and restated to show the North America segmentas ifit had been discontinued with effect from
30 April 2017, the start of the prior year.
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3 SEGMENTAL ANALYSIS (CONTINUED)
(a) Revenue

The Group is now managed, and reports internally, on a basis consistentwith its three continuing operating segments and
the segmental information setoutin this note is on the basis ofthose segments as follows:

Segment name Service operated Country of operation
UK Bus (regional operations) Coach and bus operations United Kingdom
UK Bus (London) Bus operations United Kingdom
UK Rail Rail operations United Kingdom

The Group has interests in two material joint ventures: Virgin Rail Group that operates in UK Rail and Citylink that
operates in UK Bus (regional operations). The results ofthese jointventures are shown separatelyin note 3(c).

Due to the nature of the Group’s business, the origin and destination ofrevenue (the United Kingdom)is the samein all
cases. As the Group predominantlysells bus and rail services to individuals, ithas few customers thatare individually
“major”. Its major customers are typically public bodies thatsubsidise or procure transportservices — such customers
include local authorities, transportauthorities and the UK Departmentfor Transport.

The vast majority of the UK Bus (London)revenue is from Transportfor London.

Revenue from continuing operations, splitbyclass and segment, was as follows:

Passenger Contract
Year ended 27 April 2019 revenue revenue Other Total
£m £m £m £m
UK Bus (regional operations) 1,002.0 40.0 1.3 1,043.3
UK Bus (London) 0.3 252.5 - 252.8
Total bus operations 1,002.3 292.5 1.3 1,296.1
UK Rail 546.2 - 43.3 589.5
Total Group revenue 1,548.5 292.5 44.6 1,885.6
Intra-Group revenue - UK Bus (regional
operations) - (6.7) - (6.7)
Reported Group revenue 1,548.5 285.8 44.6 1,878.9
Passenger Contract
Year ended 28 April 2018 (restated) revenue revenue Other Total
£m £m £m £m
UK Bus (regional operations) 976.7 35.8 1.3 1,013.8
UK Bus (London) 0.1 251.7 - 251.8
Total bus operations 976.8 287.5 1.3 1,265.6
UK Rail 1,479.4 - 76.6 1,556.0
Total Group revenue 2,456.2 287.5 779 2,821.6
Intra-Group revenue - UK Bus (regional
operations) - (3.6) - (3.6)
Reported Group revenue 2,456.2 283.9 77.9 2,818.0
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3 SEGMENTAL ANALYSIS (CONTINUED)

(b) Operating profit

Operating profit from continuing operations, splitby segment, was as follows:

Audited

Audited

Year to 27 April 2019

Year to 28 April 2018 (restated)

Performance Intangibles (exc Performance Intangibles (exc
pre intangibles software) and pre intangibles software) and
(exc software) exceptional (exc software) exceptional
and exceptional items Results for and exceptional items Results for
items (note 4) the year items (note 4) the year
£m £m £m £m £m £m
UK Bus (regional operations) 117.0 (19.0) 98.0 112.9 - 112.9
UK Bus (London) 10.7 (5.0) 5.7 13.3 - 13.3
Total bus operations 127.7 (24.0) 103.7 126.2 - 126.2
UK Rail 26.4 (0.7) 25.7 24.9 (49.0) (24.1)
154.1 (24.7) 129.4 151.1 (49.0) 102.1
Group overheads (13.6) (0.9) (14.5) (15.3) - (15.3)
Restructuring costs (2.5) - (2.5) (3.2) - (3.2)
Total operating profitof continuing Group
companies 138.0 (25.6) 112.4 132.6 (49.0) 83.6
Share of joint ventures’ profit after finance
costs, finance income and taxation 23.3 - 23.3 27.1 - 271
Total operating profit:
Group operating profit and s hare of joint
ventures’ profit after taxation 161.3 (25.6) 135.7 159.7 (49.0) 110.7
(c) Joint ventures
The share of profit from jointventures was further splitas follows:
Audited Audited
Year to 27 April 2019 Yearto 28 April 2018
£m £m
Virgin Rail Group (UK Rail)
Operating profit 25.7 30.0
Finance income (net) 0.8 0.4
Taxation (5.2) (4.5)
21.3 25.9
Citylink (UKBus, regional operations)
Operating profit 25 15
Taxation (0.5) (0.3)
2.0 1.2
Share of profit of jointventures after
finance costs, finance income and taxation 23.3 271
30
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3 SEGMENTAL ANALYSIS (CONTINUED)

(d) Gross assets and liabilities

Assets and liabilities, splitbysegment, were as follows:

Audited

Audited

As at 27 April 2019

As at28 April2018

Gross Net assets / Gross  Net assets/

Gross assefs liabilities (labilties) ~Cross assets liabilities (liabilities)

£m £m £m £m £m £m

UK Bus (regional operations) 931.8 (321.6) 610.2 945.2 (271.4) 673.8

UK Bus (London) 74.0 (144.7) (70.7) 68.5 (117.3) (48.8)

UK Rail 50.3 (207.3) (157.0) 192.8 (427.4) (234.6)

1,056.1 (673.6) 382.5 1,206.5 (816.1) 390.4

Central functions 50.5 (29.0) 21.5 22.9 (45.2) (22.3)

Joint ventures 19.9 - 19.9 25.2 - 252

Borrow ingsand cash 170.4 (433.0) (262.6) 238.2 (643.8) (405.6)

Taxation - (32.9) (32.9) - (67.0) (67.0)

Continuing operations 1,296.9 (1,168.5) 128.4 1,492.8 (1,572.1) (79.3)
Discontinued operations -

North America - - - 404.9 (143.9) 261.0

Total (including dis continued) 1,296.9 (1,168.5) 128.4 1,897.7 (1,716.0) 181.7
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4 EXCEPTIONAL ITEMS AND INTANGIBLE ASSET AMORTISATION

The Group highlights amounts before non-software intangible assetamortisation and exceptional items as well as clearly
reporting the results in accordance with IFRS. Exceptional items are defined in note 22.

The items shown in the columns headed “Intangibles (exc software) and exceptional items” on the face of the consolidated

income statementcan be further analysed as follows:

Audited

Audited

Year to 27 April 2019

Yearto 28 April 2018 (restated)

Intangible Intangibles Intangible Intangibles
. 9 (exc software) . 9 (exc software)
Exceptional asset (exc and Exceptional asset (exc and
items sof.twa.re) exceptional items sof‘twa‘re) exceptional
amortisation . amortisation ;
items items
£m £m £m £m £m £m
CONTINUING OPERATIONS
Operating costs and other operating
income
Non-software intangible asset amortisation - (0.3) (0.3) - - -
Equalisation of guaranteed minimum
pension benefits (25.3) - (25.3) - - -
Onerous contract provision and adjustment
to asset and liability carrying v alues
regarding Virgin Trains East Coast - - - (49.0) - (49.0)
(25.3) (0.3) (25.6) (49.0) - (49.0)
Non-operating exceptional items
UK Bus (regional operations) business
closure - - - (1.7) - (1.7)
Finance costs
Finance costs in relation to early redemption
of debt (6.1) - (6.1) - - -
Intangible asset expenses (exc software)
and exceptional items before taxation (31.4) (0.3) (31.7) (50.7) - (50.7)
Tax effect 22.5 - 22.5 (13.4) - (13.4)
Intangible asset expenses (exc software)
and exceptional items after taxation (8.9) (0.3) (9.2) (64.1) - (64.1)
DISCONTINUED OPERATIONS
Reduction in liability for North America legal
claims - - - 1.2 - 1.2
Impairment of North America goodwill (86.2) - (86.2) - - -
Loss on disposal of North America Division (23.8) - (23.8) - - -
North America depreciation saving 16.4 - 16.4 - - -
Tax effect - - - 0.2) - (0.2)
Total exceptional items and intangible
asset (excl software) amortisation (102.5) (0.3) (102.8) (63.1) - (63.1)
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5 DISCONTINUED OPERATIONS

On 20 December 2018, the Group announced thatan agreementhad been reached to sell the North Americanbusiness,

which consists ofa number of previously wholly owned subsidiaries

On 16 April 2019, the sale of the North American business was completed. The North American business wasclassified

as discontinued operations from 20 December2018.

The results forthe North American business from the startof the year to the date of its disposal are as follows:

Audited Audited
Year to 27 April 2019 Year to 28 April 2018
Performance Intangl(k;liz Performance Intangl(tziz
re re
intangibFI)es softhr:& Results for intangibFI)es SthNzr:c; Results for
and ) the year and . the year
exceptional excepittlgpél Y exceptional excepittlgzil Y
items (note 4) items (note 4)
£m £m £m £m £m £m
Discontinued operations
Revenue 456.6 - 456.6 470.9 - 470.9
Operating costs and other operating income (436.8) (69.8) (506.6) (449.9) 1.2 (448.7)
Operating profit/(loss) before restructuring
costs 19.8 (69.8) (50.0) 1.0 1.2 222
Restructuring costs (0.2) - (0.2) (0.8) - (0.8)
Profit/(loss) before interest and taxation 19.6 (69.8) (50.2) 20.2 1.2 21.4
Finance costs (3.8) - (3.8) (4.0) - (4.0)
Finance income 0.1 - 0.1 0.3 - 0.3
Profit/(loss) before taxation 15.9 (69.8) (53.9) 16.5 1.2 17.7
Taxation (0.4) - (0.4) (1.8) (0.2) (2.0)
15.5 (69.8) (54.3) 14.7 1.0 15.7
Loss on disposal of North American business - (23.8) (23.8) - - -
Taxation on disposal of North American
business - - - - - -
Profit/(loss) after tax fromdiscontinued
operations 15.5 (93.6) (78.1) 14.7 1.0 15.7

The sale of the North American business was concluded priorto 27 April 2019. As a result, there are no assets classified

as held for sale as at 27 April 2019.

The tax charge on discontinued operations is lower than the standard rate of corporate income taxin North America (of
approximately26%) applied to the profit before tax, due to the utilisation of previouslyunrecognised taxlossesin the US.

The majorclasses ofassets and liabilities disposed, along with the loss on disposal, were as follows:

Year to 27 April

2019

£m

Property, plant and equipment 268.2
Goodw ill 10.1
Other intangible assets 1.5
Trade and other receivables 46.6
Current tax asset 0.2
Cash 26.6

Trade and other payables (79.3)

Borrow ings (54.4)

Provisions (68.8)
Total net assets disposed of 150.7
Cash consideration received 102.0
Deferred paymentinstrument received 22.3
Recycled gains from foreign currency translation reserve 8.6

Costs of disposal

- paid in year ended 27 April 2019 (1.6)

-included as payable as at 27 April2019 (4.4)
Proceeds less costs, on disposal 126.9

Loss on disposal of business (23.8)
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5 DISCONTINUED OPERATIONS (CONTINUED)

The effect of the disposal on consolidated net debt w as:

Year to 27 April
2019
£m
Cash consideration received in year 102.0
Costs of disposal paid in year (1.6)
Cash transferred with disposed subsidiaries (26.6)
Effecton cash 73.8
Borrow ings transferred with disposed subsidiaries 54.4
Effect on consolidated netdebt 128.2
6 DIVIDENDS
Dividends on ordinaryshares are shown below.
Audited Audited Audited Audited
Year to Yearto Year to Yearto
27 April 2019 28 April 2018 | 27 April 2019 28 April 2018
pence pence
per share per share £m £m
Amounts recognisedas distributions in the year
Dividends on ordinary shares:
Final dividend in respect of the previous year 3.9 8.1 22.4 46.5
Interim dividend in respect of the current year 3.8 3.8 21.7 21.8
Amounts recognisedas distributions to equity holders in the year 7.7 11.9 441 68.3
Dividends declared or proposedbut neither paid norincludedas
liabilities in the financial statements
Dividends on ordinary shares:
Final dividend in respect of the current year 3.9 3.9 22.3 22.4

The interim dividend of 3.8p per ordinary share was declared bythe Board of Directors on 5 December2018 and paid on
6 March 2019. The Board has proposed a final dividend of 3.9p per ordinary share payable on 2 October 2019 to
shareholders onthe registerat23 August2019.

The total amount of £22.3m shown above as being the final dividend in respect of the year to 27 April 2019 has been
calculated by multiplying the proposed final dividend of 3.9p per ordinary share by the number of ordinarysharesinissue
(excluding shares held in treasury) as at 27 April 2019. Since 27 April 2019, the Company has, and may continue to,
repurchase some ofits own ordinary shares. The actual total amountof the final dividend will be based onthe number of
ordinary shares in issue (excluding shares held in treasury) as at 23 August 2019 and is expected to be less than the
£22.3m shown above.

7 EARNINGS PER SHARE

Basic earnings per share (“EPS”) have been calculated by dividing the profit attributable to equity shareholders by the
weighted average number of ordinaryshares inissue during the year, excluding any ordinary shares held in treasury.

The diluted earnings pershare was calculated byadjusting the weighted average number of ordinary shares outstanding
to assume conversion of all dilutive potential ordinaryshares in relation to executive share plans and long-term incentive
plans.

Audited Audited
Year to Yearto
27 April 2019 28 April 2018
No. of shares No. of shares
million million
Basic w eighted average number of ordinary shares, excluding 573.2 573.4
treasury shares
Dilutive ordinary shares
- Executive Participation Plan 2.7 2.7
- Long Term Incentive Plan 0.7 -
Diluted w eighted average number of ordinary s hares 576.6 576.1
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7 EARNINGS PER SHARE (CONTINUED)

Adjusted EPS is calculated by adding back non-software intangible assetamortisation and exceptional items (aftertaking
account of taxation and the non-controlling interest) as shown on the consolidated income statement. This has been
presented to allow shareholders to gain a further understanding ofthe underlying performance. The reconciliation of net
profit for the basic EPS calculation to net profit for the adjusted EPS calculationis shown below.

Audited Audited
Year to 27 April 2019 Year to 28 April 2018 (restated)
Continuing Discontinued Total of all Continuing  Discontinued Total of all
operations operations operations operations operations operations
£m £m £m £m £m £m
Profit attributable to ordinary equity holders
of the parent for basic EPS calculation 99.7 (78.1) 21.6 54.8 15.7 70.5
Non-softw are intangible asset amortisation
(note 4) 0.3 - 0.3 - - -
Exceptional items before tax (note 4) 314 93.6 125.0 50.7 (1.2) 49.5
Tax effect of intangible asset amortisation
and exceptional items (note 4) (22.5) - (22.5) 13.4 0.2 13.6
Non-controlling interestin exceptional items 2.0 - 2.0 (5.6) - (5.6)
Profit for adjusted EPS calculation 110.9 15.5 126.4 113.3 14.7 128.0
8 GOODWILL
The movements in goodwill were as follows:
Audited Audited
Year to Yearto
27 April 28 April
2019 2018
£m £m
Net book value at beginning of year 1421 148.2
Acquired through business combinations 0.3 -
Impairment charged to income statement (86.2) -
Disposal of subsidiaries (10.1) -
Foreign exchange movements 5.1 (6.1)
Net book value at endof year 51.2 142.1

Goodwill arose in the year ended 27 April 2019 on a business combination. The business combinationand its effect on

cash flow was not material.
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9 OTHER INTANGIBLE ASSETS

The movements in otherintangible assets were as follows:

Audited Audited
Year to Yearto
27 April 28 April
2019 2018
£m £m
Cost
Atbeginning of year 136.6 163.1
Additions 4.4 16.0
Disposal of subsidiaries (9.0) -
Disposals (98.2) (41.5)
Foreign exchange movements 0.5 (1.0)
Atend of year 34.3 136.6
Accumulated amortisation
Atbeginning of year (92.2) (118.1)
Amortisation charged to income statement (9.6) (12.7)
Impairment charged to income statement - (0.8)
Disposal of subsidiaries 7.5 -
Disposals 70.1 38.4
Foreign exchange movements (0.4) 1.0
Atend of year (24.6) (92.2)
Net book value at beginning of year 44.4 45.0
Net book value at endof year 9.7 44.4
10 PROPERTY, PLANT AND EQUIPMENT
The movements in property, plantand equipmentwere as follows:
Audited Audited
Year to Yearto
27 April 28 April
2019 2018
£m £m
Cost
Atbeginning of year 2,143.5 2,178.2
Additions 117.2 135.5
Disposal of subsidiaries (591.1) -
Disposals (119.3) (136.8)
Foreign exchange movements 28.3 (33.4)
Atend of year 1,578.6 2,143.5
Accumulated depreciation
Atbeginning of year (1,006.4) (987.9)
Depreciation charged toincome statement
- Pre-exceptional charge (131.4) (132.9)
- Exceptional “saving” (see note 4) 16.4 -
Impairment charged to income statement (0.5) (3.7)
Disposal of subsidiaries 3229 -
Disposals 69.2 101.3
Foreign exchange movements (14.8) 16.8
Atend of year (744.6) (1,006.4)
Net book value at beginning of year 1,1371 1,190.3
Net book value at endof year 834.0 1,137 1
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1 INTERESTS IN JOINT VENTURES

The movements in the carrying value of interests in jointventures were as follows:

Audited Audited
Year to Yearto
27 April 28 April
2019 2018
£m £m
Net book value
At beginning of year 25.2 25.7
Share of recognised profit 23.3 271
Share of actuarial losses on defined benefit schemes, net of tax (2.8) (0.6)
Share of other comprehensive (expense)income on joint ventures’ cash flow
hedges (0.4) 0.2
Dividends received in cash (25.4) (27.2)
Atend of year 19.9 25.2

Aloan payable to jointventure, Scottish Citylink Limited, of £1.7m (2018:£1.7m)is included within currentliabilitiesunder
the caption “Trade and other payables”.

12 FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT

The Group is exposed to a variety of financial risks: market risk (including currency risk, interest rate risk and price risk),
creditriskand liquidityrisk.

These condensed financial statements do notinclude all financial risk managementinformation and disclosures required
in the annual financial statements. They should be read in conjunction with the Group’s consolidated financial statements
for the year ended 27 April 2019. There have been no material changes in any of the Group’s significant financial risk
managementpolicies since 28 April 2018.

Liquidity risk
The contractual undiscounted cash outflows for financial liabilities will be setoutin the Group’s 2019 Annual Report.
Fair value estimation

Financial instruments thatare measured in the balance sheetatfair value are disclosed bylevel of the following fair value
measurementhierarchy.

Level1  Quoted price (unadjusted)in active markets foridentical assets orliabilities

Level 2 Inputs other than quoted prices included within Level 1 that are observable for the asset or liability either
directly (that is, as prices) orindirectly (that is, derived from prices)

Level 3 Inputs for the assets orliabilities thatare not based on observable marketdata (that is, unobservable inputs)

The following table represents the Group’s financial assets and liabilities that are measured at fair value within the
hierarchy at 27 April 2019.

Level2 Level3 Total
£m £m £m

Assets
Deferred Payment Instrument fromdisposal of subsidiaries - 223 223
Financial derivatives 27.7 - 27.7
Total assets 27.7 223 50.0
Liabilities
Financial derivatives (2.0) - (2.0)
Accruals —embedded derivative (0.7) - (0.7)
Total liabilities (2.7) - (2.7)
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12 FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT (CONTINUED)

The following table presents the Group’s financial assets and liabilities thatare measured atfair value within the hierarchy
at 28 April 2018.

Level2 Level3 Total
£m £m £m

Assets
Financial derivatives 41.4 - 41.4
Available for sale financial as sets
Equity securities - 2.7 2.7
Total assets 414 2.7 441
Liabilities
Financial derivatives (0.5) - (0.5)

There were no transfers between levels during the year ended 27 April 2019.

The table below provides a comparison of carrying amounts and fair values of all of the Group’s financial instruments.

Audited Audited
Carrying value Fair value
27 April 2019 28 April2018 27 April 2019 28 April2018
£m £m £m £m

Financial assets

Financial assets measured at fair value
throughother comprehensive income
— Investments in equity instruments - 2.7 - 2.7

Financial assets measured at fair value
throughprofit orloss
— Non-currentassets

— Other receivables 22.3 - 22.3 -
Financial assets measured at am ortised cost
— Non-currentassets

— Other receivables 123 0.2 12.3 0.2
— Current assets

— Accruedincome 32.9 454 329 45.4

— Trade receivables, net of impairment 36.6 105.2 36.6 105.2

— Other receivables 5.6 12.0 5.6 12.0

— Cash and cash equivalents 170.4 238.2 170.4 238.2
Total financial assets 280.1 403.7 280.1 403.7

Financial liabilities

Financial liabilities measured at fair value
through profit orloss
— Current liabilities

— Accruals (0.7) - (0.7) -
Financial liabilities measured at amortised
cost
— Non-current liabilities
— Borrowings (411.2) (606.9) (428.1) (636.6)
— Current liabilities
— Trade payables (59.8) (129.7) (59.8) (129.7)
— Accruals (265.7) (340.8) (265.7) (340.3)
— Loan fromjoint venture (1.7) 1.7) (1.7) (1.7)
— Loan fromnon-controlling interest - (16.5) - -
— Borrowings (21.8) (36.9) (21.8) (36.9)
Total financial liabilities (760.9) (1,132.5) (777.8) (1,145.2)
Net financial liabilitie s (480.8) (728.8) (497.7) (741.5)

Financial derivatives with bank counterparties are notshown in the above table.

Stagecoach Group plc — Preliminary results for the year ended 27 April 2019 38



12 FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT (CONTINUED)
The fair values of financial assets and financial liabilities shown in the table are determined as follows:

e The £2.7m carrying value as at 28 April 2018 of equity investments was measured at cost, which based on then
recent transactions was considered to be a reasonable approximation offair value.

e The carrying value of cash and cash equivalents, accrued income, trade receivables and other receivables (excluding
the Deferred Payment Instrument) is considered to be a reasonable approximation of fair value. Given the short
average time to maturity, no specificassumptions on discountrates have been made. The effect of creditlosses not
alreadyreflected in the carrying value as impairmentlossesis assumed to be immaterial.

e A Deferred Payment Instrumentwas received as deferred consideration for the sale ofthe North Americanbusiness
in April 2019. The instrument, which is accounted for as fair value through profit or loss, has a maturity date of
November 2024 and due to credit and other recoverability risks associated with the instrument, its carrying value is at
a discounttoits face value. The Group's exposure to the purchaser ofthe North American businessis unsecuredand
ranks behind all of their secured lenders. As a result the discount rate applied to the Group's exposure on this
instrumentis higherthan the costof the Group's secured funding. The costof second lien/mezzanine debthas been
considered a more approximate estimate for the credit risk of the instrument. This has led to the carrying value of the
instrumentbeing estimated to be £22.3m as at27 April 2019.

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

e Contractual arrangements in place regarding the £16.5m loan from a non-controlling interest and related accrued
interestof £0.5m mean thatthe Directors considered as at28 April 2018 that it was very unlikelythat the counterparty
would be able to recover any portion of the loan or that the Group would be required to repaythatloan. In the year
ended 27 April 2019, any loan amounts owed by the Group to the non-controlling interest have been released as
described in note 19(vi).

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

e The carrying value of fixed-rate notes that are not quoted on a recognised stock exchange and fixed-rate finance
lease liabilities (included in borrowings as at 28 April 2018) is considered to be a reasonable approximation of fair
value taking account of the amounts involved in the context of total financial liabilities and the fixed interest rates
relative to marketinterestrates at the balance sheetdate.

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

13 RETIREMENT BENEFITS

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

. The Stagecoach Group Pension Scheme (“SPS”);

. The South West Trains section of the Railways Pension Scheme (“RPS”) although the Group’s
participation in that ceased in August 2017;

. The Island Line section ofthe Railways Pension Scheme (“RPS”) although the Group’s participationin
that ceasedin August 2017;

. The EastMidlands Trains section ofthe Railways Pension Scheme (“RPS”);

. The East Coast Main Line section of the Railways Pension Scheme (“RPS”) although the Group’s

participation in that ceased in June 2018; and

. A numberof UK Local GovernmentPension Schemes (“LGPS”).

The Directors believe that separate consideration should be given to the RPS as the Group has norights or obligations in
respect of sections of the scheme following expiry of the related rail franchises. In addition, under the terms of the RPS,
any fund deficit or surplus is shared bythe employer (60%) and the employees (40%) in accordance with the shared cost
nature of the RPS. The employees’ share ofthe deficit (or surplus)is reflected as an adjustmentto the RPS liabilities (or
assets). Therefore the liability (or asset) recognised for the relevant sections ofthe RPS reflects that part of the netdeficit
(or surplus) of each section that the employer is expected to fund (or expected to recover) over the life of the franchise to
which the section relates. The “franchise adjustment’ is the portion of the deficit (or surplus)thatis expected to exist at the
end of the franchise and which the Group would not be obliged to fund (or entitled to recover).

In addition, the Group contributed £45.7m (2018:£33.4m) to a number ofdefined contribution schemesinthe year ended
27 April 2019.
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13 RETIREMENT BENEFITS (CONTINUED)

The movements forthe year ended 27 April 2019 in the net pre-tax retirementbenefitliabilities recognised in the balance

sheetwere as follows:

Audited
Funded schemes
Unfunded
SPS RPS LGPS Other plans Total
£m £m £m £m £m £m
(Liability) / asset at beginning of year (125.6) 4.2 (12.0) (4.8) (4.0) (142.2)
Disposal of subsidiaries - - - 1.7 - 1.7
Rail franchise charges - 2.5 - - - 2.5
Current service cost (4.0) (12.8) (1.0) (1.9) - (19.7)
Past service cost (24.1) (0.2) (1.0) - - (25.3)
Administration cost (0.8) (0.1) - - - (0.9)
Net interest expense (3.8) (1.9) (0.3) (0.2) (0.1) (6.3)
Unw inding of franchise adjustment - 1.6 - - - 1.6
Employers’ contributions and settlements 71 8.0 7.6 4.1 0.3 27.1
Recognised in the consolidated statement of
comprehensive income (36.5) 0.5 0.1 0.1 (0.4) (36.2)
(Liability) / asset at end of year (187.7) 1.8 (6.6) (1.0) (4.2) (197.7)
The net liabilityshown above is presented in the consolidated balance sheetas:
Audited Audited
As at As at
27 April 28 April
2019 2018
£m £m
Retirement benefitasset 1.8 4.6
Retirement benefit obligations (199.5) (146.8)
Net retirement benefit liability (197.7) (142.2)

14 ORDINARY SHARE CAPITAL

At 27 April 2019, there were 576,099,960 ordinary shares in issue (2018: 576,099,960). This figure includes 3,458,907
(2018: 2,756,662) ordinary shares held in treasury, which are treated as a deduction from equity in the Group’s financial

statements. The shares held in treasurydo not qualify for dividends.
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15 RECONCILIATION OF OPERATING PROFIT TO CASH GENERATED BY OPERATIONS

The operating profitof Group companies reconciles to cash generated by operations as follows:

Audited Audited
Year to Yearto
27 April 28 April
2019 2018
£m £m
Operating profit/(loss) of Group companies
- Continuing operations 112.4 83.6
- Discontinued operations (50.2) 21.4
62.2 105.0
Intangible assetamortisation 9.6 12.7
Pre-exceptional depreciation 131.4 132.9
Impairment of property, plant and equipment 0.5 3.7
Impairment of intangible assets - 0.8
Exceptional items (no cash effect) 95.1 47.8
EBITDA of Group companies before exceptionalitems 298.8 302.9
Loss/(gain) on disposal of plant and equipment 0.3 (3.2)
Non-exceptional equity-settled share based payment expense 1.4 1.2
Operating cashflows before working capital movements 300.5 300.9
Decrease in inventories 8.6 4.5
Decreasein receivables 46.4 203.2
Decrease in payables (165.7) (226.4)
Decrease in provisions (56.2) (84.7)
Differences betw een employer contributions and pre-exceptional pension
expense in operating profit (6.5) 10.4
Cash generated by operations 1271 207.9
16 RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET DEBT

The decreasein cash and cash equivalents reconciles to the movementin net debt as follows:

Audited Audited
Year to Yearto
27 April 2019 28 April 2018
£m £m
Decrease in cash and cash equivalents (70.5) (73.9)
Cash flow frommovement in borrow ings 177.0 108.0
106.5 34.1

Borrow ings transferred on disposal of subsidiaries 54.4 -
New finance leases (9.4) (27.2)
Foreign exchange movements (8.0) 7.6
Other movements (1.0) (0.9)
Decrease in net debt 142.5 13.6
Opening net debt (395.8) (409.4)
Closing net debt (253.3) (395.8)

During the year, the Group entered into finance lease arrangements in respectofnew assets with a total capital value at
inception of the contracts of £9.4m (2018: £27.2m), as a result of which new finance lease liabilities of £9.4m (2018:
£27.2m)were recognised.
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17

ANALYSIS OF NET DEBT

The analysis provided below shows the analysis ofnetdebt as defined in note 22. The analysis below further shows the
other items classified as netborrowings in the consolidated balance sheet.

Audited
(Charged)/
Foreign credited to
New finance exchange Disposal of income
Opening Cashflows leases mov ements subsidiaries statement Closing
£m £m £m £m £m £m £m
Cash and cash
equiv alents - other 219.7 (70.1) - 2.7 - - 152.3
Cashand cash
equiv alents —
pledged as
collateral 18.5 (0.4) - - - 18.1
Cash at bank and
in hand 238.2 (70.5) - 2.7 - - 170.4
Hire purchase and
finance lease
obligations (71.7) 20.7 (9.4) (3.3) 54.4 - (9.3)
Bank loans and
loan notes (58.4) 40.2 - - - - (18.2)
Bonds and notes (503.9) 116.1 - (7.4) - (1.0) (396.2)
Net debt (395.8) 106.5 (9.4) (8.0) 54.4 (1.0) (253.3)
Accrued interest
on bonds (9.5) 20.9 - - (20.7) (9.3)
Effect of fair value
hedges (0.3) - - - 0.3 -
Net borrowings
(IFRS) (405.6) 127.4 (9.4) (8.0) 54.4 (21.4) (262.6)

The cash collateral balance as at27 April 2019 0f£18.1m (2018:£18.5m) comprises balances heldintrustin respect of
loan notes of £18.1m (2018:£18.1m) and North America restricted cash balances of £Nil (2018:£0.4m). In addition,cash
includes train operating companycash of £121.6m (2018:£171.2m)ofwhich £Nil (2018:£25.8m)is cash held by Virgin
Trains EastCoastthat may only be used for innovation projects approved by the UK Departmentfor Transport. Underthe
terms of the franchise agreements, other than with the Departmentfor Transport’s consent, train operating companies can
only distribute cash outof retained earnings and onlyto the extent they do not breach any franchise liquidityratios.

18

U]

(ii)

(iii)

COMMITMENTS AND CONTINGENCIES

Capital commitments
Capital commitments contracted for the purchase of property, plantand equipmentbutnot provided for at 27
April 2019 were £61.3m (2018:£61.2m).

Railbonds

At 27 April 2019, the Group has provided performance bonds backed byinsurance arrangements of £10.0m
(2018:£15.0m)and season ticketbonds backed by bank facilities orinsurance arrangements of£7.5m (2018:
£12.3m) to the Department for Transport in relation to the Group’s rail franchise operations. Liabilities for
deferred season ticket income, which the season ticket bonds are intended to cover, are reflected in the
consolidated balance sheet. In addition, provision was made in the consolidated balance sheetas at28 April
2018in respectofthe £21.0m Virgin Trains East Coastperformance bond.

Legal actions

On 27 February 2019, class action proceedings were filed with the UK Competition Appeal Tribunal (“CAT”)
against Stagecoach South Western Trains Limited (“SSWT”), a subsidiary of the Company that formerly
operated train services under franchise. The claimant has applied to the CAT for a collective proceedings
order, which, if it were granted, would allow his claim to proceed to a full trial. Equivalent claims have been
brought against First MTR South Western Trains Limited, which succeeded SSWT as the operator of the
South Western franchised train services, and London & South Eastern Railway. ltis alleged that SSWT and
the other defendants breached their obligations under competition law, by (i) failing to make available, or (ii)
restricting the practical availability of, boundary fares for Transport for London (“TfL”) Travelcard holders
wishing to travel outside TfL fare zones. The proposed claim seeks compensation for all those who have
allegedly been affected by the train operating companies’ allegedly anti-competitive behaviour. The total
sought across the three defendants is around £93m. SSWT is arguing against the granting of a collective
proceedings order. No provisionis held as at27 April 2019 (2018: £Nil)in respectof this matter.

The Group and the Companyare from time to time party to otherlegal actions arising in the ordinary course of
business. Liabilities have been recognised in the financial statements for the bestestimate ofthe expenditure
required to settle obligations arising under such legal actions. As at 27 April 2019, the accruals in the
consolidated financial statements for such claims total £6.4m (2018: £2.7m).
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18 COMMITMENTS AND CONTINGENCIES (CONTINUED)

(iv) Contingentliabilities re former North America Division
The Group sold its North American businessin April2019. The Group provided warranties and indemnitiesin
connection with the sale, underwhich the Purchaser can, in certain circumstances, make claims against the
Group. Except for matters for which liabilities are recorded in the consolidated balance sheet, no claims have
been notified to the Group or are expected by the Group underthose warranties and indemnities. In addition,
the Group has the following contingentliabilities in respectofits former North American business:

e The North American businessreceives claimsin respectoftraffic incidents and employee incidents.
It protects against the cost of such claims through third party insurance policies. An element of the
claims is notinsured as aresultofthe "excess"or "deductible" on insurance policies (the “Uninsured
Element’). The North America business is liable for costs of settling the Uninsured Element of
claims. Inthe event that the business was unable to meetits liabilities forclaimsthen the insurers
would be responsible for meeting those liabilities for the Uninsured Element of claims. To protect
themselves against that risk (being, essentially the credit risk of the North America business), the
insurers demand collateral typicallyin the form of letters of credit and guarantees. In connection with
the sale of the North America business, the Group agreed to continue to arrange the letters of credit
required by the insurers inrespectofclaims relating to periods ending on or before April 2019. The
Group indemnifies the banks that issue those letters of credit against any losses suffered by the
banks. The Group has also provided continuing guarantees to the insurers in respect of claims
relating to periods ending on or before 31 July 2019. As at 27 April 2019, the North America
business had provided for£68.2m in respectof claims to which the letters of credit and Stagecoach
Group guarantees would applyand for which no liability is reflected in the consolidated balance sheet
(2018: £Nil).

e The Group continues to guarantee the North American business’ obligations under certain vehicle
lease arrangements. The estimated amount guaranteed by the Group in respect of such
arrangements as at27 April 2019 for which no liabilityis reflected in the consolidated balance sheet
was £1.5m (2018: £Nil).

19 RELATED PARTY TRANSACTIONS

Details of major related party transactions during the year ended 27 April 2019 are provided below, except for those
relating to the remuneration ofthe Directors and management.

(i) Virgin Rail Group Holdings Limited - Non-Executive Directors
Two of the Group’s directors are non-executive directors of the Group’s joint venture, Virgin Rail Group
Holdings Limited. During the year ended 27 April 2019, the Group earned fees of £248,000 (2018: £60,000)
from Virgin Rail Group Holdings Limited in this regard. As at27 April 2019, the Group had £135,500 (2018:
£60,000) receivable from Virgin Rail Group Holdings Limited in respect of this. In addition, the Group net
purchased £1.4m (2018: £Nil) from the group headed by Virgin Rail Group Holdings Limited and as at27 April
2019had £0.4m (2018: £Nil) payable in this respect.

(i) West Coast Trains Limited
West Coast Trains Limited is a subsidiary of Virgin Rail Group Holdings Limited (see abowe). In the year
ended 27 April 2019, East Midlands Trains Limited (a subsidiary of the Company) had purchases totalling
£0.3m (2018: £0.2m) from West Coast Trains Limited, and sales to West Coast Trains Limited were £0.5m
(2018:immaterial). The outstanding amounts payable as at27 April 2019 and 28 April 2018 were immaterial.

During the year ended 27 April 2019, Stagecoach South Western Trains Limited (a subsidiary of the
Company)sold services of £Nil (2018:£0.1m)to West CoastTrains Limited and as at27 April 2019, had £Nil
receivable in respectof this (2018: £Nil).

(iii) Alexander Dennis Limited

Until May 2019 when they sold their holdings, Sir Brian Souter (Chairman) and Ann Gloag (Non-Executive
Director) collectively held, via companies that they control, 55.1% (2018: 55.1%) of the shares and voting
rights in Alexander Dennis Limited. Noble Grossart Investments Limited (of which Sir Ewan Brown
(Non-Executive Director) was a director of its holding company until 3 January 2019) controlled a further
33.2% (2018: 33.2%) of the shares and voting rights of Alexander Dennis Limited. None of Sir Brian Souter,
Ann Gloag or Sir Ewan Brown was a director of Alexander Dennis Limited nor did they have anyinvolvement
in the management of Alexander Dennis Limited. Furthermore, they did not participate in deciding on and
negotiating the terms and conditions oftransactions between the Group and Alexander Dennis Limited.

For the year ended 27 April 2019, the Group purchased £61.7m (2018: £63.5m) of vehicles from Alexander
Dennis Limited and £26.2m (2018: £13.9m) of spare parts and other services. As at 27 April 2019, the Group
had £0.2m (2018: £0.5m) payable to Alexander Dennis Limited, along with outstanding orders of £569.9m
(2018:£28.9m).
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19 RELATED PARTY TRANSACTIONS (CONTINUED)

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

(v) Scottish Citylink Coaches Limited
A non-interest bearing loan of £1.7m (2018: £1.7m) was due to the Group’s joint venture, Scottish Citylink
Coaches Limited, as at 27 April 2019. The Group earned £20.5m in the year ended 27 April 2019 in respect
of the operation of services subcontracted by Scottish Citylink Coaches Limited (2018: £18.0m). The Group
also collected revenue of £17.5m on behalf of Scottish Citylink Coaches Limited in the year ended 27 April
2019 (2018: £18.0m). As at 27 April 2019, the Group had a net £1.5m payable (2018: £0.4m receivable) to
Scottish Citylink Coaches Limited, excluding the loan referred to above.

(vi) East Coast Main Line Company Limited
The Group owns 90% and Virgin Holdings Limited owns 10% of the ordinary shares in Inter City Railways
Limited. East Coast Main Line Company Limited is 100% owned by Inter City Railways Limited and entered
into various arm’s length transactions with other Group companies.

In the year ended 27 April 2019, other Group companies earned £3.0m (2018:£20.1m)from EastCoastMain
Line Company Limited in respect of the provision of certain services including train maintenance and rail

replacement bus services. Other Group companies had a net payable to East Coast Main Line Company
Limited of £0.3m as at 27 April 2019 (2018:receivable of £1.5m).

As previously reported, an inter-company loan was provided by Stagecoach Group plc to East Coast Main
Line Company Limited but as at 28 April 2018, the loan was not expected to be recovered by Stagecoach
Group plc and provision was made against the full receivable in the separate financial statements of the
parent company. A loan from Virgin Holdings Limited to Stagecoach Group plc, and the related accrued
interest, was only repayable by Stagecoach Group plc to the extent of 10% of any amounts recovered by
Stagecoach Group plc of its loan to East Coast Main Line Company Limited. During the year ended 27 April
2019, Stagecoach Group plc settled its loan amountdue to Virgin Holdings Limited through the assignment of
10% of its receivable due from East Coast Main Line CompanyLimited. As East Coast Main Line Company
Limited was unable to settle any of the loans, all amounts were treated as irrecoverable and released on
cessation ofthe Virgin Trains East Coastfranchise. Furthermore, Stagecoach Group plcpaid£21.0m to the
Department for Transport in respect of the Virgin Trains East Coast performance bond, of which £2.1m was
funded by a paymentto Stagecoach Group plc from Virgin Holdings Limited in respectofits 10% share. The
£19.1m effect of the payment from Virgin Holdings Limited in respectofthe bond and the release ofits loan to
EastCoastMain Line CompanyLimited is shown in the Consolidated StatementofChanges in Equity as part
of shareholder transactions with non-controlling interest. In addition, Stagecoach Group plc paid £1.7m to
Virgin Holdings Limited in the year ended 27 April 2019 in relation to the East Coast Main Line Company
Limited and the end of its franchise and had a payable of £0.6m as at 27 April 2019 (2018: £Nil)inrespect of
that. Stagecoach Group plc had an outstanding receivable of £Nil as at 27 April 2019 in respect of its loan to
East Coast Main Line Company Limited (2018: £165.0m). The interest receivable on the loan for the year
ended 27 April 2019 was £Nil (2018: £3.4m) and the accrued interest outstanding at 27 April 2019 was £Nil
(2018: £4.9m). Related to that, the Group had an outstanding payable for £Nil as at 27 April 2019 in respect
of the loan from Virgin Holdings Limited (2018:£16.5m) and the accrued interestoutstanding at27 April 2019
was £Nil (2018:£0.5m).

20 POST BALANCE SHEET EVENTS

Details ofthe final dividend proposed are givenin note 6.

In April 2019, the Group announced a share buyback programme to buy back shares with an aggregate market value of
up to £60m. In the period since the balance sheet date, from 28 April 2019 to 24 June 2019 inclusive, the Group has

purchased 6,529,996 of its ordinary shares under that programme at a total cost of £8.5m. The shares are held in
treasury.

21 STATUTORY FINANCIAL STATEMENTS

The financial information set out in this preliminary announcement does not constitute the Group’s statutory financial
statements forthe year ended 27 April 2019 within the meaning of section 434 of the Companies Act 2006 and has been
extracted from the full financial statements for the years ended 27 April 2019 and 28 April 2018 respectively.

Statutory financial statements for the year ended 28 April 2018, which received an unqualified audit report, have been
delivered to the Registrar of Companies.
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21 STATUTORY FINANCIAL STATEMENTS (CONTINUED)

The reports of the auditors on the financial statements for each of the years ended 28 April 2018 and 27 April 2019 were
unqualified and did notcontain a statementundereither section 498(2) or section 498(3) of the Companies Act 2006. The
financial statements for the year ended 27 April 2019 will be delivered to the Registrarof Companies and made available
to all shareholdersin due course. These financial statements will also be available on the Group’s website and from the
registered office of the Companyat 10 Dunkeld Road, Perth PH1 5TW.

The Board of Directors approved this announcementon 26 June 2019.
22 DEFINITIONS

(a) Alternative performance measures

The Group uses anumberofalternative performance measuresin this documentto help explain the financial performance
and financial position of the Group. More information on the definition of these alternative performance measures and
how they are calculated is provided below. All of the alternative performance measures explained below have been
calculated consistently for the year ended 27 April 2019 and for comparative amounts shown in this document for prior
years.

Adjusted earnings per share

Adjusted earnings per share is calculated by dividing profit attributable to equity holders of the parent, excluding non-
software intangible assetamortisation and exceptional items, by the basic weighted average numberofshares inissue in
the year.

For the year ended 27 April 2019 and the comparative prior year, the numerators for the calculations (i.e. the adjusted
profit) are shown clearly on the face of the consolidated income statement in the columns headed “performance pre
intangibles (exc software) and exceptional items”. The denominators for the calculations (i.e. the weighted average
number of shares in issue) and further details of the calculations are shown in note 7 to the condensed financial
statements.

Basic earnings per share and adjusted earnings per share are also separately reported for each of the continuing
operations and the discontinued operations. Details of how those are calculated are also provided in note 7.

Like-for-like amounts

Like-for-like amounts are derived, on a constant currency basis, by comparing the relevant year-to-date amount with the
equivalent prior year amount for those businesses and individual operating units that have been part of the Group
throughoutboth years.

Like-for-like revenue growth for the year ended 27 April 2019 is calculated by comparing the revenue for the current and
comparative years, each adjusted as described above. The revenue of each continuing segmentis showninnote 3(a) to
the condensed financial statements. The reconciliation to the adjusted revenue figures for the purposes of calculating like-
for-like revenue growth is shown below:

Exclude
effect of Exclude
Reported business expired rail Like-for-like
revenue closed franchises revenue
UK Bus (regional operations) £m 1,043.3 (1.6) - 1,041.7
UK Bus (London) £m 252.8 - - 252.8
UK Rail £m 589.5 - (145.4) 444 1
Exclude
Reported effect of Exclude
revenue business expired rail  Like-for-like
(restated) closed franchises revenue
UK Bus (regional operations) £m 1,013.8 (6.7) - 1,007 .1
UK Bus (London) £m 251.8 - - 251.8
UK Rail £m 1,556.0 - (1,121.9) 434 .1

The figures above for the year to 28 April 2018 have been restated to reflect the application of IFRS 15 (see note 1).
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22 DEFINITIONS (CONTINUED)

Operating profit

Operating profit for the Group as a whole is profit before non-operating exceptional items, finance costs, finance income,
taxation and non-controlling interests. Operating profitof Group companiesis operating profiton that basis, excluding the
Group’s share of joint ventures’ profit/loss after taxation. For continuing operations, both total operating profit and

operating profit from Group companies are shown on the face of the consolidated income statement. For discontinued
operations, operating profitis shown in note 5.

Operating profit (or loss) for a particular business unit or division within the Group refers to profit (or loss) before net
finance income/charges, taxation, non-controlling interests, non-software intangible assetamortisation, exceptional items
and restructuring costs. The operating profit (or loss) for each continuing segmentis directlyidentifiable from note 3(b) to
the condensed financial statements and for discontinued operations from note 5.

Operating margin

Operating margin for a particular business unit or division within the Group means operating profit (or loss) as a
percentage of revenue. The revenue and operating profit (or loss) for each segment is directly identifiable from the
financial statements —see notes 3(a), 3(b) and 5 to the condensed financial statements. The revenue, operating profit (or
loss)and operating margin for each continuing segmentare also shown on page 5 of this document.

Pre-exceptional EBITDA

Pre-exceptional EBITDA is earnings before interest, taxation, depreciation, intangible assetamortisation and exceptional
items.

A reconciliation of pre-exceptional EBITDA for the year ended 27 April 2019, and the comparative prior year, to the
financial statementsis shown on page 11 of this document.

EBITDA from Group companies before exceptional items
EBITDA from Group companies before exceptional items is earnings before interest, taxation, depreciation, intangible
asset amortisation and exceptional items from Group companies (i.e. the parent company and all of its subsidiaries

consolidated butexcluding share of profit from jointventures).

EBITDA from Group companies before exceptional items is directlyidentifiable from the financial statements —see note 15
to the condensed financial statements.

Net finance charges

Net finance charges are finance costs less finance income, each as shown on the face of the consolidated income
statementfor continuing operations and in note 5 for discontinued operations.

Gross debt

Gross debt is borrowings as reported on the consolidated balance sheet, adjusted to exclude accrued interest and the
effect of fair value hedges on the carrying value of borrowings.

The components ofgross debtare shownin note 17 to the condensed financial statements, which also reconciles netdebt
to the net borrowings (cash less borrowings) shown on the face of the consolidated balance sheet.

Net debt
Net debt (or net funds)is the net of cash/cash equivalents and gross debt(see above).

The components of netdebt are shown in note 17 to the condensed financial statements, which also reconciles netdebtto
the net borrowings (cash less borrowings) shown on the face of the consolidated balance sheet.

Net capital expenditure

Net capital expenditure is the impact of purchases and sales of property, plant and equipment on net debt. lts
reconciliation to the consolidated financial statements is explained on page 13 ofthis document.
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22 DEFINITIONS (CONTINUED)

(b) Other definition

The following other definition is also used in this document:

Exceptional items

Exceptional items means items which individuallyor, if of a similartype, in aggregate need to be separatelydisclosed by

virtue of their nature, size or incidence in orderto allow a properunderstanding ofthe underlying financial performance of
the Group.
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