








“I love to come  
to work; it’s a nice 
place; people are 
approachable.  
I am proud to work 
for Southern.”

“The buses are always clean and 
well presented, and the drivers 
invariably cheerful and helpful;  
a fantastic service.”





“My family and I have been 
visiting the North East for 
several years and I wouldn’t 
consider using the car as the 
bus is so efficient. I’d like to 
express my appreciation for the 
frequent and reliable service 
provided and to the drivers 
who are courteous and helpful. 
I was also very impressed by 
the branding on the buses in 
the area, providing an easily 
identifiable service and giving a 
splash of colour to the city”.

“Thank you 
for the last 45 
years working 
for Brighton & 
Hove Bus and 
Coach Company.  
It’’s been a 
pleasure working 
with such a 
great team.”  





“I cannot believe 
how professionally 
Konectbus operates. 
We have first-class 
back-up from the 
depot during the 
working day.”





“The drivers go over and above 

the call of duty, and are so 

helpful with my wheelchair. I 

do appreciate their kindness.”
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RIDDOR ACCIDENTS 
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London bus market share2 
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Balance of Non-Executive and Executive Directors

Chairman
Sir Patrick Brown

Independent Non-Executive Directors  
Andrew Allner
Rupert Pennant-Rea
Katherine Innes Ker

Executive Directors*  
David Brown
Keith Down   

* As part of Go-Ahead's orderly succession plan, for a
   three month period only, there were three Executive
   Directors.  This is not shown in the chart above.   

Non-Executive Directors’ tenure

0-3 years  
Andrew Allner
Katherine Innes Ker

6-9 years  
Rupert Pennant-Rea

9+ years  
Sir Patrick Brown

There is currently no 3-6 year category.
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FINANCIAL STATEMENTS 
INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF THE  
GO-AHEAD GROUP PLC 

We have audited the Group financial statements of the Go-Ahead 
Group plc for the year ended 2 July 2011 which comprise the 
consolidated income statement, the consolidated balance sheet,  
the consolidated cashflow statement, the consolidated statement  
of comprehensive income, the consolidated statement of changes  
in equity and the related notes 1 to 29. The financial reporting 
framework that has been applied in their preparation is applicable  
law and International Financial Reporting Standards (IFRSs) as  
adopted by the European Union. 

This report is made solely to the Company’s members, as a body,  
in accordance with Chapter 3 of Part 16 of the Companies Act 2006. 
Our audit work has been undertaken so that we might state to the 
Company’s members those matters we are required to state to them 
in an auditors’ report and for no other purpose. To the fullest extent 
permitted by law, we do not accept or assume responsibility to 
anyone other than the Company and the Company’s members as  
a body, for our audit work, for this report, or for the opinions we 
have formed.  

Respective responsibilities of Directors and Auditor 
As explained more fully in the Directors’ Responsibilities Statement 
set out on page 80, the Directors are responsible for the preparation 
of the Group financial statements and for being satisfied that they  
give a true and fair view. Our responsibility is to audit and express  
an opinion on the Group financial statements in accordance with 
applicable law and International Standards on Auditing (UK and 
Ireland). Those standards require us to comply with the Auditing 
Practices Board’s Ethical Standards for Auditors. 

Scope of the audit of the financial statements 
An audit involves obtaining evidence about the amounts and 
disclosures in the financial statements sufficient to give reasonable 
assurance that the financial statements are free from material 
misstatement, whether caused by fraud or error. This includes an 
assessment of: whether the accounting policies are appropriate to  
the Group’s circumstances and have been consistently applied and 
adequately disclosed; the reasonableness of significant accounting 
estimates made by the Directors; and the overall presentation of  
the financial statements. In addition, we read all the financial and  
non-financial information in the annual report and accounts to  
identify material inconsistencies with the audited financial statements. 
If we become aware of any apparent material misstatements or 
inconsistencies we consider the implications for our report. 

Opinion on financial statements 
In our opinion the Group financial statements: 

• give a true and fair view of the state of the Group’s affairs  
as at 2 July 2011 and of its profit for the year then ended; 

• have been properly prepared in accordance with IFRSs  
as adopted by the European Union; and  

• have been prepared in accordance with the requirements of the 
Companies Act 2006 and Article 4 of the IAS Regulation. 

Opinion on other matter prescribed by the  
Companies Act 2006 
In our opinion the information given in the Directors’ Report for the 
financial year for which the Group financial statements are prepared is 
consistent with the Group financial statements. 

Matters on which we are required to report by exception 
We have nothing to report in respect of the following: 

Under the Companies Act 2006 we are required to report to you if, 
in our opinion: 

• certain disclosures of Directors’ remuneration specified by law are 
not made; or 

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

Under the Listing Rules we are required to review: 

• the Directors’ statement, set out on page 80, in relation to going 
concern; and 

• the part of the Corporate Governance Statement relating to  
the Company’s compliance with the nine provisions of the UK 
Corporate Governance Code specified for our review; and 

• certain elements of the report to shareholders by the Board  
on Directors’ remuneration. 

Other matter 
We have reported separately on the parent company financial 
statements of the Go-Ahead Group plc for the year ended  
2 July 2011 and on the information in the Directors’ Remuneration 
Report that is described as having been audited.  

 

Kathryn Barrow (Senior statutory auditor) 
for and on behalf of Ernst & Young LLP, Statutory Auditor 
London 

31 August 2011 

 

Notes: 

1. The maintenance and integrity of the Go-Ahead Group plc  
website is the responsibility of the Directors; the work carried out 
by the auditors does not involve consideration of these matters 
and, accordingly, the auditors accept no responsibility for any 
changes that may have occurred to the financial statements since 
they were initially presented on the website. 

2. Legislation in the United Kingdom governing the preparation and 
dissemination of financial statements may differ from legislation in 
other jurisdictions. 



FINANCIAL STATEMENTS 
CONSOLIDATED INCOME STATEMENT 
FOR THE YEAR ENDED 2 JULY 2011 

 

 Notes 
2011  

£m 

Restated
2010 

£m 

Group revenue 4 2,297.0 2,167.3

Operating costs (excluding amortisation and exceptional items) 5 (2,181.9) (2,066.3)

Group operating profit (before amortisation and exceptional items)  115.1 101.0

Goodwill and intangible asset amortisation 3 (10.5) (10.9)

Exceptional items (before taxation) 7 (2.3) (11.0)

Group operating profit (after amortisation and exceptional items)  102.3 79.1

Finance revenue 9 1.5 1.6

Finance costs 9 (19.0) (14.9)

Profit on ordinary activities before taxation  84.8 65.8

Tax expense 10 (9.8) (14.5)

Profit for the year from continuing operations  75.0 51.3

Discontinued operations   

Profit/(loss) for the year from discontinued operations 8 4.4 (27.8)

Profit for the year  79.4 23.5

   

Attributable to:   

Equity holders of the parent  67.4 17.2

Non-controlling interests  12.0 6.3

  79.4 23.5

Earnings per share from continuing operations   

– basic & diluted 11 146.8p 104.8p

– adjusted 11 135.2p 126.9p

Earnings per share from total operations   

– basic & diluted 11 157.1p 40.1p

– adjusted 11 135.4p 135.1p

   

Dividends paid (pence per share) 12 55.5p 106.5p

Final dividend proposed (pence per share) 12 55.5p 30.0p



FINANCIAL STATEMENTS 
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME 
FOR THE YEAR ENDED 2 JULY 2011 

 

 Notes 
2011 

£m 
2010

£m 

Profit for the year  79.4 23.5

   

Other comprehensive income   

   

Actuarial gains/(losses) on defined benefit pension plans 28 12.9 (22.5)

Unrealised gains on cashflow hedges  23.0 1.8

(Gains)/losses on cashflow hedges taken to income statement – operating costs  (3.5) 16.3

Tax recognised in other comprehensive income 10 (10.1) 0.8

Other comprehensive income for the year, net of tax  22.3 (3.6)

   

   

Total comprehensive income for the year  101.7 19.9

Attributable to:   

Equity holders of the parent  93.6 11.9

Non-controlling interests  8.1 8.0

  101.7 19.9

 

 

 

 

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 
FOR THE YEAR ENDED 2 JULY 2011 

 

 

Share  
capital 

£m 

Reserve for 
own shares

£m 

Hedging 
reserve

£m 

Other 
reserve

£m 

Capital 
redemption 

reserve
£m 

Retained 
earnings

£m 

Total  
equity 

£m 

Non-
controlling 

interests
£m 

Total
£m 

At 27 June 2009  71.9 (68.8) (10.5) 1.6 0.7 (14.0) (19.1) 9.6 (9.5)

Profit for the year  – – – – – 17.2 17.2 6.3 23.5

Other comprehensive income – – 12.5 – – (17.8) (5.3) 1.7 (3.6)

Total comprehensive income – – 12.5 – – (0.6) 11.9 8.0 19.9

Share based payment charge – – – – – 0.7 0.7 – 0.7

Dividends – – – – – (45.7) (45.7) (6.6) (52.3)

Acquisition of own shares – (0.3) – – – – (0.3) – (0.3)

Arising on shares issued for  
share options 0.2 – – – – – 0.2 – 0.2

Reserve transfer – 0.1 – – – (0.1) – – –

At 3 July 2010 72.1 (69.0) 2.0 1.6 0.7 (59.7) (52.3) 11.0 (41.3)

Profit for the year – – – – – 67.4 67.4 12.0 79.4

Other comprehensive income – – 14.1 – – 12.1 26.2 (3.9) 22.3

Total comprehensive income – – 14.1 – – 79.5 93.6 8.1 101.7

Share based payment charge – – – – – 0.4 0.4 – 0.4

Dividends – – – – – (23.8) (23.8) (4.8) (28.6)

Acquisition of own shares – (0.8) – – – (0.8) – (0.8)

At 2 July 2011 72.1 (69.8) 16.1 1.6 0.7 (3.6) 17.1 14.3 31.4



FINANCIAL STATEMENTS 
CONSOLIDATED BALANCE SHEET 
AS AT 2 JULY 2011 

 

 Notes 
2011 

£m 

Restated 
2010 

£m 

Restated
2009

£m 

Assets   
Non-current assets   

Property, plant and equipment 13 416.4 415.9 409.9

Intangible assets 14 100.9 108.6 110.3

Trade and other receivables 18 0.6 1.8 3.1

Investment in joint venture 3 4.1 0.7 –

Other financial assets 24 4.7 4.3 3.1

Deferred tax assets 10 20.0 27.1 23.4

 546.7 558.4 549.8

Current assets   

Inventories 17 15.5 12.9 13.1

Trade and other receivables 18 201.4 188.8 199.2

Cash and cash equivalents 19 228.6 235.8 207.1

Other financial assets 24 14.7 3.0 0.6

 460.2 440.5 420.0

Assets classified as held for sale 16 1.6 1.7 9.7

Assets held in disposal groups held for sale 8 – 10.2 –

 1.6 11.9 9.7

Total assets 1,008.5 1,010.8 979.5

Liabilities   

Current liabilities   

Trade and other payables 20 (428.2) (440.5) (432.4)

Other financial liabilities 24 (1.7) (7.9) (16.4)

Interest-bearing loans and borrowings 21 (6.5) (17.1) (30.4)

Current tax liabilities (17.1) (20.4) (14.9)

Provisions 25 (21.9) (27.6) (15.4)

 (475.4) (513.5) (509.5)

Non-current liabilities   

Interest-bearing loans and borrowings 21 (287.6) (303.9) (266.5)

Retirement benefit obligations 28 (76.9) (96.9) (83.5)

Other financial liabilities 24 (0.4) (3.3) (8.5)

Deferred tax liabilities 10 (50.9) (65.6) (68.4)

Other liabilities 20 (6.3) (5.3) (8.9)

Provisions 25 (79.6) (45.7) (43.7)

 (501.7) (520.7) (479.5)

Liabilities held in disposal groups held for sale 8 – (17.9) –

Total liabilities (977.1) (1,052.1) (989.0)

Net liabilities 31.4 (41.3) (9.5)

Capital & reserves   

Share capital 72.1 72.1 71.9

Reserve for own shares (69.8) (69.0) (68.8)

Hedging reserve 16.1 2.0 (10.5)

Other reserve 1.6 1.6 1.6

Capital redemption reserve 0.7 0.7 0.7

Retained earnings (3.6) (59.7) (14.0)

Total shareholders’ equity 17.1 (52.3) (19.1)

Non-controlling interests 14.3 11.0 9.6

Total equity 31.4 (41.3) (9.5)

    
Sir Patrick Brown, Chairman   Keith Down, Group Finance Director 
31 August 2011    31 August 2011 



FINANCIAL STATEMENTS 
CONSOLIDATED CASHFLOW STATEMENT 
FOR THE YEAR ENDED 2 JULY 2011 

 

 Notes 
2011 

£m 

Restated
2010

£m 

Profit after tax from continuing operations  75.0 51.3

Profit/(loss) after tax from discontinued operations 8 4.4 (27.8)

Profit after tax for the year  79.4 23.5

Net finance costs 9 17.5 13.3

Tax expense 10 9.3 10.8

Depreciation of property, plant and equipment 13 49.2 52.1

Amortisation of goodwill and intangible assets 14 10.5 10.9

Other non-cash exceptional items 7 (1.5) 35.8

Ineffective interest swap hedge  – 0.8

Release of fuel hedge  (1.7) –

Profit on sale of property, plant and equipment  (0.3) (0.2)

Share based payments 6 0.4 0.7

Difference between pension contributions paid and amounts  
recognised in the income statement  (7.1) (6.9)

Sale of assets held for disposal  0.1 8.1

Cash transferred from assets held for disposal  0.3 –

(Increase)/decrease in inventories  (2.3) 0.2

Increase in trade and other receivables  (14.1) (10.6)

Decrease in trade and other payables  (30.6) 7.9

Movement in provisions  28.8 14.2

Cashflow generated from operations  137.9 160.6

Taxation paid  (24.9) (18.8)

Net cashflows from operating activities  113.0 141.8

Cashflows from investing activities   

Interest received  1.5 1.6

Proceeds from sale of property, plant and equipment  1.4 5.7

Purchase of property, plant and equipment  (54.1) (58.1)

Purchase of intangible assets  (2.3) (2.3)

Purchase of subsidiaries 15 (3.5) (35.2)

Proceeds from sale of subsidiaries  11.2 14.8

Investment in joint venture  (3.4) (0.7)

Cash acquired with subsidiaries  – 2.0

Cash associated with disposal   (0.3) (0.1)

Net cashflows used in investing activities  (49.5) (72.3)

Cashflows from financing activities   

Interest paid  (13.6) (12.3)

Dividends paid to members of the parent 12 (23.8) (45.7)

Dividends paid to non-controlling interests  (4.8) (6.6)

Proceeds from issue of shares  – 0.2

Payment to acquire own shares  (0.8) (0.3)

Repayment of borrowings  (24.6) (216.4)

Proceeds from borrowings  3.9 50.0

Proceeds from bond financing  – 200.0

Payment of finance lease and hire purchase liabilities  (6.2) (10.5)

Net cash outflows on financing activities  (69.9) (41.6)

Net (decrease)/increase in cash and cash equivalents  (6.4) 27.9

Cash and cash equivalents at 3 July 2010 19 230.0 202.1

Cash and cash equivalents at 2 July 2011 19 223.6 230.0



FINANCIAL STATEMENTS 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 2 JULY 2011 

 

1. Authorisation of financial statements and statement  
of compliance with IFRSs 

The consolidated financial statements of The Go-Ahead Group plc 
(the ‘Group’) for the year ended 2 July 2011 were authorised for  
issue by the Board of Directors on 31 August 2011 and the balance 
sheet was signed on the Board’s behalf by Sir Patrick Brown and  
Keith Down. The Go-Ahead Group plc is a public limited company 
that is incorporated, domiciled and has its registered office in England 
and Wales. The Company’s ordinary shares are publicly traded on  
the London Stock Exchange and it is not under the control of any 
single shareholder. 

The consolidated financial statements of the Group have been 
prepared in accordance with International Financial Reporting 
Standards (IFRSs) as adopted by the European Union (EU) as they 
apply to the consolidated financial statements of the Group for the 
year ended 2 July 2011, and applied in accordance with the provisions 
of the Companies Act 2006. The Group is required to comply with 
international accounting requirements under IAS 1 ‘Presentation of 
Financial Statements’ except in extremely rare circumstances where 
management concludes that compliance would be so misleading  
that it would conflict with the objective to ‘present fairly’ its financial 
statements. On that basis, the Group has departed from the 
requirements of IAS 19 ‘Employee Benefits’ and has accounted for  
its constructive but not legal obligations for the Railways Pension 
Scheme (RPS) under the terms of its UK rail franchise agreements. 
Details of the background and rationale for this departure are 
provided in note 28. 

2. Summary of significant accounting policies 
Basis of preparation 
A summary of the Group’s accounting policies applied in preparing 
the financial statements for the year ended 2 July 2011 are set  
out below.  

The consolidated financial statements are presented in pounds sterling 
and all values are rounded to the nearest one hundred thousand 
(£0.1m) except when otherwise indicated. 

As noted above, the Group has taken the decision to depart  
from the requirements of IAS 19 so as to present fairly its financial 
performance, position, and cashflows in respect of its obligation  
for the RPS. 

New standards 
The following new standards or interpretations are mandatory  
for the first time for the financial year ending 2 July 2011: 

• IFRS 1 First-time Adoption of International Financial reporting 
Standards – Additional Exemptions for First-time Adopters 
(amendments) 

• IFRS 1 First-time Adoption of International Financial Reporting 
Standards – Limited Exemption from Comparative IFRS 7 
Disclosures for First-time Adopters 

• IFRS 3 Business Combinations (revised) 

• IFRS 2 Group Cash-settled Share-based Payment Arrangements 
(amendment) 

• IAS 27 Consolidated and Separate Financial Statements 
(amendment) 

• IAS 32 Financial Instruments: Presentation – Classification of 
Rights Issues (amendment) 

• IAS 39 Financial Instruments: Recognition and Measurement – 
Eligible Hedge Items (amendment) 

• IFRIC 17 Distribution of Non-cash Assets to Owners 

• IFRIC 18 Transfers of Assets from Customers 

• IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments 

• Improvements to IFRS 2009 

• Improvements to IFRS 2010 

The adoption of IAS 27 Consolidated and Separate Financial 
Statements (amendment) has required the reclassification of minority 
interests as non-controlling interests. Also, any transactions with  
non-controlling interests that do not result in gaining or losing control 
will be accounted for as equity transactions. 

The Improvements to IFRS 2009 amended IFRS 8 Operating Segments 
to require segment assets and liabilities to be reported only when they 
are included in measures regularly provided to the chief operating 
decision maker. This is not the case, and therefore, segment assets 
and liabilities are no longer reported. 

Adoption of IFRS 3 Business Combinations (revised) has required  
the legal expenses relating to the acquisition of Thames Travel 
(Wallingford) Limited in the year to be expensed. The legal expenses 
amounted to £0.1m. 

Adoption of the remaining new standards and interpretations did  
not have a material impact on the financial performance or position  
of the Group.  

In accordance with IFRS 5 Non-current Assets Held for Sale and 
Discontinued Operations, the Group has classified the results of  
the residual ground handling activities at Heathrow Terminal 1 and 
Meteor Parking operations as discontinued and accordingly the 
comparatives in the income statement and related notes have been 
restated. The above treatment is a result of the cessation or sale 
during the period of the above operations. 

Use of estimates 
The preparation of the financial statements requires the use of 
estimates and assumptions. Although these estimates are based on 
management’s best knowledge, actual results ultimately may differ 
from these estimates. 

The key sources of estimation uncertainty that have a significant risk  
of causing material adjustments to the carrying value of assets and 
liabilities within the next financial year are in relation to:  

• the measurement and impairment testing of indefinite life 
intangible assets requires estimation of future cashflows and the 
selection of a suitable discount rate and growth rate, as detailed  
in note 14; 

• the measurement of defined benefit pension obligations requires 
the estimation of future changes in salaries, inflation, the expected 
return on assets and the selection of a suitable discount rate, as 
set out in note 28; and 

• the measurement of uninsured liabilities is based on an 
assessment of the expected settlement of known claims and  
an estimate of the cost of claims not yet reported to the Group. 

• the measurement of franchise commitments, comprising 
dilapidation provisions on vehicles, depots and stations and  
also income claims from other rail franchise operators, is based  
on management’s assessment of most probable outcomes, 
supported where appropriate by valuations from professional 
external advisers. 



 

 

Basis of consolidation 
The consolidated financial statements comprise the financial 
statements of The Go-Ahead Group plc and its subsidiaries as  
at 2 July 2011. 

Subsidiaries are consolidated from the date on which control is 
transferred to the Group and cease to be consolidated from the  
date on which control is transferred out of the Group. The financial 
statements of subsidiaries for use in the consolidation are prepared 
for the same reporting year as the parent company and are based  
on consistent accounting policies. All intra-group balances and 
transactions, including unrealised profits arising from intra-group 
transactions, have been eliminated in full. 

Non-controlling interests represent the equity interests not held  
by the Group in Govia Limited, a 65% owned subsidiary, and are 
presented within equity in the consolidated balance sheet, separately 
from parent shareholders’ equity. 

Interest in joint ventures 
The Group has a contractual arrangement with another party which 
represents a joint venture. This takes the form of an agreement to 
share control over another entity, through an interest in a company 
(a jointly controlled entity). The Group recognises its interest in the 
entity’s assets and liabilities using the equity method of accounting. 
Under the equity method, the interest in the joint venture is carried  
in the balance sheet at cost plus post-acquisition changes in the 
Group’s share of its net assets, less distributions received and less  
any impairment in value of the investment. The Group income 
statement reflects the share of the jointly controlled entity’s results 
after tax. Where there has been a change recognised in other 
comprehensive income of the jointly controlled entity, the Group 
recognises its share of any such changes in the Consolidated 
statement of comprehensive income. 

Revenue recognition 
Revenue is recognised to the extent that it is probable that the 
income will flow to the Group and the value can be reliably measured. 
Revenue is measured at the fair value of the consideration received, 
excluding discounts, rebates, VAT and other sales taxes or duty.  

Rendering of services 
The revenue of the Group comprises income from road passenger 
transport and rail passenger transport. 

Bus revenue comprises amounts receivable generated from ticket 
sales and revenue generated from services provided on behalf of local 
transport authorities.  

Rail revenue comprises amounts based principally on agreed models 
of route usage, by Railway Settlement Plan Limited (which administers 
the income allocation system within the UK rail industry), in respect  
of passenger receipts and other related services such as rolling stock 
maintenance and commission on tickets sold. In addition, franchise 
subsidy receipts from the DfT and local Passenger Transport 
Executives (PTEs) are treated as revenue, whereas franchise premium 
payments to the DfT are recognised in operating costs. 

Revenue is recognised by reference to the stage of completion of the 
customer’s journey or for other services based on the proportion of 
services provided. The attributable share of season ticket or travel 
card income is deferred within liabilities and released to the income 
statement over the life of the relevant season ticket or travel card. 

Rental income 
Rental income is generated from rental of surplus properties  
and subleasing of rolling stock and railway infrastructure access.  
It is accounted for on a straight-line basis over the lease term. 

Finance revenue 
Interest on deposits is accrued on a time basis, by reference to the 
principal outstanding and at the effective interest rate applicable. 

Government grants 
Government grants are recognised at their fair value where there  
is reasonable assurance that the grant will be received and all  
attaching conditions will be complied with. When the grant relates  
to an expense item, it is recognised in the income statement over  
the period necessary to match on a systematic basis to the costs  
that it is intended to compensate. Where the grant relates to a  
non-current asset, value is credited to a deferred income account  
and is released to the income statement over the expected useful  
life of the relevant asset. 

Uninsured liabilities 
The Group limits its exposure to the cost of motor, employer and 
public liability claims through insurance policies issued by third parties. 
These provide individual claim cover, subject to high excess limits and 
an annual aggregate stop loss for total claims within the excess limits. 
A liability is recognised for the estimated cost to the Group to settle 
claims for incidents occurring prior to the balance sheet date, subject 
to the overall stop loss.  

The estimation of this liability is made after taking appropriate 
professional advice and is based on an assessment of the expected 
settlement on known claims, together with an estimate of settlements 
that will be made in respect of incidents occurring prior to the balance 
sheet date but that have not yet been reported to the Group by  
the insurer.  

The Group has accumulated considerable experience in the evaluation 
and management of such claims and has historically classified this liability 
as an accrual within the current liabilities. As part of our regular review 
of reporting practices and policies, we have given full consideration to 
the classification of this liability in the balance sheet. In light of developing 
trends relating to the nature of claims and the increasing time involved in 
their resolution, the Group has determined that there is no longer a 
sufficient degree of certainty to classify all of this liability as an accrual 
rather than as a provision. As a result, this liability is now classified within 
provisions and accompanied by the disclosures relating to their creation, 
utilisation and re-measurement of these obligations.  

The Group believes that this change in presentation provides more 
relevant information and aids comparability with our peers in the 
industry. Comparatives have been restated and an additional balance 
sheet presented as at 28 June 2009 to show the effect of these 
changes. The impact of this reclassification in the balance sheet is set 
out in notes 20 and 25. There is no effect on amounts reported in the 
income statement. 

Franchise bid costs 
A key part of the Group’s activities is the process of bidding for and 
securing franchises to operate rail services in the UK. All franchise bid 
costs incurred prior to achieving preferred bidder status are treated  
as an expense in the income statement irrespective of the ultimate 
outcome of the bid. Directly attributable, incremental costs incurred 
after achieving preferred bidder status are capitalised as an intangible 
asset and amortised over the life of the franchise. 

Profit and revenue sharing/support agreements 
The rail companies have certain revenue and, historically, profit sharing 
agreements with the DfT. An accrual is made within amounts payable 
to central Government for the estimated cost to the Group of the 
relevant amounts accrued at the balance sheet date. Payments are 
charged to operating costs. 

Revenue support is provided by the DfT typically in the last two years 
of a franchise. Receipts are shown in revenue. 
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2. Summary of significant accounting policies continued 
Exceptional items 
The Group presents as exceptional items on the face of the income 
statement those material items of revenue or expense which, because 
of the size or the nature and expected infrequency of the events 
giving rise to them, merit separate presentation to allow better 
understanding of financial performance. 

Property, plant and equipment 
Property, plant and equipment is stated at cost or deemed cost on 
transition to IFRSs less accumulated depreciation and any impairment 
in value. Freehold land is not depreciated. 

Assets held under finance leases are depreciated over the shorter  
of their expected useful lives and the lease terms. 

Depreciation is charged to the income statement based on cost  
or fair value, less estimated residual value of each asset, evenly over  
its expected useful life as follows: 

Short leasehold land and buildings The life of the lease 

Freehold buildings and   Over 10 to 100 years 
long leasehold land and buildings  

Bus vehicles   Over 8 to 15 years 

Plant and equipment   Over 3 to 15 years 

The carrying values of items of property, plant and equipment  
are reviewed for impairment when events or changes in 
circumstances indicate the carrying value may not be recoverable.  
If any such indication exists the assets are written down to their 
recoverable amount. 

Non-current assets held for sale 
Non-current assets classified as held for sale are measured at the 
lower of carrying amount and fair value less costs to sell. Non-current 
assets are classified as held for sale if their carrying amount will be 
recovered through a sale transaction rather than through continuing 
use. This condition is regarded as met only when the sale is highly 
probable and the asset is available for immediate sale in its present 
condition. Management must be committed to the sale which should 
be expected to qualify for recognition as a completed sale within one 
year from the date of classification. 

Business combinations and goodwill 
(a) Business combinations since 4 July 2010 
Business combinations are accounted for using the acquisition 
method. The cost of an acquisition is measured as the aggregate of 
the consideration transferred, measured at acquisition date fair value 
and the amount of any non-controlling interest in the acquiree. The 
choice of measurement of non-controlling interest, either at fair value 
or at the proportionate share of the acquiree’s identifiable assets is 
determined on a transaction by transaction basis. Acquisition costs 
incurred are expensed and included in administrative expenses. 

When the Group acquires a business, it assesses the financial assets 
and liabilities assumed for appropriate classification and designation  
in accordance with the contractual terms, economic circumstances 
and pertinent conditions as at the acquisition date. This includes the 
separation of embedded derivatives in host contracts by the acquiree. 

Any contingent consideration to be transferred by the acquirer will be 
recognised at fair value at the acquisition date. Subsequent changes to 
the fair value of the contingent consideration which is deemed to be 
an asset or liability will be recognised in accordance with IAS 39 either 
in profit or loss or in other comprehensive income. If the contingent 
consideration is classified as equity, it should not be remeasured until 
it is finally within equity. 

Goodwill is initially measured at cost being the excess of the aggregate 
of the acquisition-date fair value of the consideration transferred and 
the amount recognised for the non-controlling interest (and where 
the business combination is achieved in stages, the acquisition-date  
fair value of the acquirer’s previously held equity interest in the 
acquiree) over the net identifiable amounts of the assets acquired  
and the liabilities assumed in exchange for the business combination. 
Assets acquired and liabilities assumed in transactions separate to  
the business combinations, such as the settlement of pre-existing 
relationships or post-acquisition remuneration arrangements are 
accounted for separately from the business combination in 
accordance with their nature and applicable IFRSs. Identifiable 
intangible assets, meeting either the contractual-legal or separability 
criterion are recognised separately from goodwill. Contingent liabilities 
representing a present obligation are recognised if the acquisition-date 
fair value can be measured reliably. 

If the aggregate of the acquisition-date fair value of the consideration 
transferred and the amount recognised for the non-controlling 
interest (and where the business combination is achieved in stages, 
the acquisition-date fair value of the acquirer’s previously held equity 
interest in the acquiree) is lower than the fair value of the assets, 
liabilities and contingent liabilities and the fair value of any pre-existing 
interest held in the business acquired, the difference is recognised in 
profit and loss. 

After initial recognition, goodwill is measured at cost less any 
accumulated impairment losses. For the purpose of impairment 
testing, goodwill acquired in a business combination is, from the 
acquisition date, allocated to each of the Group’s cash-generating  
units (or groups of cash generating units) that are expected to  
benefit from the combination, irrespective of whether other assets  
or liabilities of the acquiree are assigned to those units. Each unit or 
group of units to which goodwill is allocated shall represent the lowest 
level within the entity at which the goodwill is monitored for internal 
management purposes and not be larger than an operating segment 
before aggregation. 

Where goodwill forms part of a cash-generating unit and part of  
the operation within that unit is disposed of, the goodwill associated 
with the operation disposed of is included in the carrying amount of 
the operation when determining the gain or loss on disposal of the 
operation. Goodwill disposed of in this circumstance is measured 
based on the relative values of the operation disposed of and the 
portion of the cash-generating unit retained. 

(b) Business combinations prior to 4 July 2010 
Acquisitions of businesses since 3 July 2004 are accounted for under 
IFRS 3 Business Combinations using the purchase method. Goodwill 
on acquisition is initially measured at cost being the excess of the 
costs of the business combination over the Group’s interest in the net 
fair value of the identifiable assets, liabilities and contingent liabilities, 
meeting the conditions for recognition under IFRS 3 at the acquisition 
date. It is capitalised and carried as an asset on the balance sheet. If an 
acquisition gives rise to negative goodwill, this is released immediately 
to the income statement. 

In some instances certain fair value accounting adjustments are 
required to be made using provisional estimates, based on information 
available, and amendments are sometimes necessary in the 12 months 
following the acquisition, with a corresponding adjustment to goodwill. 



 

 

Following initial recognition, goodwill is measured at cost less any 
accumulated impairment losses. Goodwill is reviewed for impairment, 
annually, or more frequently if events or changes in circumstances 
indicate that the carrying value may be impaired. Any impairment  
is recognised immediately in the income statement and not 
subsequently reversed. For the purposes of impairment testing, 
goodwill is allocated to the related cash-generating units monitored  
by management.  

Impairment of assets 
The Group assesses at each reporting date whether there is an 
indication that an asset may be impaired. If any such indication exists, 
or when annual impairment testing for an asset is required, the Group 
makes an estimate of the asset’s recoverable amount, being the higher 
of the asset’s or cash-generating unit’s fair value less costs to sell and 
its value in use. Value in use is determined for an individual asset, 
unless the asset does not generate cash inflows that are largely 
independent of those from other assets or groups of assets, and  
the estimated future cashflows are discounted to their present value 
using a pre-tax discount rate that reflects current market assessments 
of the time value of money and the risks specific to the asset.  

Where the carrying amount of an asset exceeds its recoverable 
amount, the asset is considered to be impaired and is written down  
to its recoverable amount.  

Impairment losses of continuing operations are recognised in the 
income statement in those expense categories consistent with  
the function of the impaired asset. An assessment is made at each 
reporting date as to whether there is any indication that previously 
recognised impairment losses may no longer exist or may have 
decreased. If such indication exists, the recoverable amount is 
estimated. A previously recognised impairment loss is reversed  
only if there has been a change in the estimates used to determine 
the asset’s recoverable amount since the last impairment loss  
was recognised.  

The reinstated amount cannot exceed the carrying amount that 
would have been determined, net of depreciation, had no impairment 
loss been recognised for the asset in prior years. After such a reversal 
the depreciation charge is adjusted in future periods to allocate the 
asset’s revised carrying amount, less any residual value, on a systematic 
basis over its remaining useful life. 

Franchise assets 
Where the conditions relating to the award of a franchise require  
the Group to assume legal responsibility for any pension liability  
that exists at that point in time, the Group recognises a liability 
representing the fair value of the related net pension deficit that the 
Group expects to fund during the franchise term. When a pension 
deficit exists at the start of the franchise, a corresponding intangible 
asset is recognised, reflecting a cost in acquiring the right to operate 
the franchise. If a pension surplus exists at the start of the franchise, 
then a corresponding deferred income balance is recognised, 
representing a government grant. The intangible asset or deferred 
income balance is amortised through the income statement on  
a straight-line basis over the period of the franchise.  

The carrying value of franchise assets is reviewed for impairment at 
the end of the first financial year following the award of the franchise 
and in other periods if events or changes in circumstances indicate 
that the carrying value may not be recoverable. 

Software 
Software, that is not integral to the related hardware, is capitalised  
as an intangible asset and stated at cost less amortisation and any 
impairment in value. Amortisation is charged to the income statement 
evenly over its expected useful life of three to five years. 

Inventories 
Stocks of fuel and engineering spares are valued at the lower of cost 
and net realisable value. Cost comprises direct materials and costs 
incurred in bringing the items to their present location and condition. 
Net realisable value represents the estimated selling price less costs  
of sale. 

Cash and cash equivalents 
Cash and short term deposits in the balance sheet comprise cash  
at bank and in hand, and short term deposits with an original maturity 
of three months or less. For the purpose of the consolidated cashflow 
statement, cash and cash equivalents consist of cash and cash 
equivalents as defined above, net of outstanding bank overdrafts.  

Financial assets and derivatives 
Financial assets are accounted for in accordance with IAS 39. Financial 
assets are initially recognised at fair value, being the transaction price 
plus directly attributable transaction costs.  

The Group uses energy derivatives to hedge its risks associated  
with fuel price fluctuations and interest derivatives to hedge its risks 
associated with interest rate fluctuations. Such derivatives are initially 
recognised at fair value by reference to market values for similar 
instruments, and subsequently re-measured at fair value at each 
balance sheet date. 

Changes in the fair value of financial instruments that are designated 
and effective as hedges of future cashflows are recognised in other 
comprehensive income and the ineffective portion is recognised 
immediately in the income statement. When the cashflow hedge 
results in the recognition of a non-financial asset or a liability, then  
at the time that asset or liability is recognised, the associated gains or 
losses on the derivative that had previously been recognised in other 
comprehensive income are included in the initial measurement of  
that non-financial asset or liability. For hedges that do not result in the 
recognition of an asset or a liability, amounts deferred in equity are 
recognised in the income statement in the period which the hedged 
item affects net profit or loss. 

For derivatives that do not qualify for hedge accounting, any gains  
or losses arising from changes in fair value are taken directly to the 
income statement as they arise. 

Hedge accounting is discontinued when the derivative expires or  
is sold, terminated or exercised without replacement or rollover,  
or otherwise no longer qualifies for hedge accounting. At that point  
in time, any cumulative gain or loss on the hedging instrument 
recognised in other comprehensive income is kept in equity until  
the forecast transaction occurs, at which point it is taken to the 
income statement or included in the initial carrying amount of the 
related non-financial asset as described above. If a hedged transaction 
is no longer expected to occur, the net cumulative gain or loss 
recognised in other comprehensive income is transferred to the 
income statement. 
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2. Summary of significant accounting policies continued 
Interest-bearing loans and borrowings 
Debt is initially stated at the amount of the net proceeds, being  
the fair value of the consideration received after deduction of issue 
costs. Following initial recognition the carrying amount is measured  
at amortised cost using the effective interest method. Amortisation  
of liabilities and any gains and losses arising on the repurchase, 
settlement or other de-recognition of debt, are recognised directly  
in the income statement. 

Assets held under finance leases, which are leases where substantially 
all of the risks and rewards of ownership of the asset have passed to 
the Group, and hire purchase contracts are capitalised in the balance 
sheet, with a corresponding liability being recognised, and are 
depreciated over the shorter of their useful lives and the lease terms.  

The capital elements of future obligations under leases and hire 
purchase contracts are included as liabilities in the balance sheet. 

The interest element of the rental obligations is charged to the 
income statement over the periods of the leases and hire purchase 
contracts and represents a constant proportion of the balance of 
capital repayments outstanding. 

Leases where a significant proportion of the risks and rewards of 
ownership are retained by the lessor are classified as operating leases. 
Rentals payable under operating leases, and the amortisation of lease 
incentives and initial direct costs in securing leases, are charged to the 
income statement on a straight-line basis over the lease term. 

Provisions 
Provisions are recognised when the Group has a present legal or 
constructive obligation as a result of past events, it is probable that  
an outflow of resources will be required to settle the obligation, and  
a reliable estimate of the amount can be made. If the effect is material, 
expected future cash flows are discounted using a current pre-tax  
rate that reflects, where appropriate, the risks specific to the liability. 

Where the Group expects some or all of a provision to be 
reimbursed, the reimbursement is recognised as a separate asset  
but only when recovery is virtually certain. The expense relating  
to any provision is presented in the income statement net of any 
reimbursement. Where discounting is used, the increase in the 
provision due to unwinding the discount is recognised as a  
finance cost. 

As part of our regular review of reporting practices and policies, we 
have reclassified franchise commitments relating to dilapidations as a 
provision, as the Group has determined that there is no longer a 
sufficient degree of certainty to classify all of this liability as an accrual. 
Comparatives have been restated and an additional balance sheet 
presented as at 28 June 2009 to show the effect of these changes. 

The impact of this reclassification in the balance sheet is set out in 
notes 20 and 25. There is no effect on amounts reported in the 
income statement. 

Treasury shares 
Re-acquired shares in the Group, which remain uncancelled, are 
deducted from equity. Consideration paid and the associated costs 
are also recognised in shareholders’ funds as a separate reserve  
for own shares. Any gain or loss on the purchase, sale, issue or 
cancellation of the Group’s shares is transferred from the reserve  
for own shares to revenue reserves. 

Retirement benefits 
The Group operates a number of pension schemes; both defined 
benefit and defined contribution. The costs of these are recognised in 
the income statement within operating costs. As discussed below, the 
Group has invoked the provisions of IAS 1 Presentation of Financial 
Statements and has departed from the requirements of IAS 19 in 
respect of the Rail Pension Schemes (RPS). 

Non-rail schemes 
The cost of providing benefits under the defined benefit plans is 
determined separately for each plan using the projected unit credit 
method, which attributes entitlement to benefits to the current period 
(to determine current service cost) and to the current and prior 
periods (to determine the present value of defined benefit obligation) 
and is based on actuarial advice. The interest element of the defined 
benefit cost represents the change in present value of obligations 
during the period, and is determined by applying the discount rate  
to the opening present value of the benefit obligation, taking into 
account material changes in the obligation during the year. The 
expected return on plan assets is based on an assessment made at the 
beginning of the year of long term market returns on scheme assets, 
adjusted for the effect on the fair value of plan assets of contributions 
received and benefits paid during the year.  

The Group has applied the option under IAS 19 to recognise actuarial 
gains and losses in the statement of comprehensive income in the 
period in which they occur.  

The difference between the expected return on plan assets and the 
interest cost, along with the current service cost, is recognised in the 
income statement within operating costs. 

The defined benefit pension asset or liability in the balance sheet 
comprises the total for each plan of the present value of the defined 
benefit obligation (using a discount rate based on high quality 
corporate bonds), less any past service cost not yet recognised and 
less the fair value of plan assets out of which the obligations are to  
be settled directly. Fair value is based on market price information  
and in the case of quoted securities is the published bid price. 

Past service costs are recognised in the income statement on a 
straight-line basis over the vesting period or immediately if the 
benefits have vested. When a settlement (eliminating all obligations 
for benefits already accrued) or a curtailment (reducing future 
obligations as a result of a material reduction in the scheme 
membership or a reduction in future entitlement) occurs, the 
obligation and related plan assets are remeasured using current 
actuarial assumptions and the resultant gain or loss recognised in  
the income statement during the period in which the settlement  
or curtailment occurs. 

Contributions payable under defined contribution schemes are 
charged to operating costs in the income statement as they fall due. 



 

 

Rail schemes 
Our train operating companies participate in the RPS, a defined 
benefit scheme which covers the whole of the UK rail industry. This is 
partitioned into sections and the Group is responsible for the funding 
of these schemes whilst it operates the relevant franchise. In contrast 
to the pension schemes operated by most businesses, the RPS is a 
shared cost scheme, which means that costs are formally shared 60% 
employer and 40% employee. A liability or asset is recognised in line 
with other defined benefit schemes in the Group, although this is 
offset by a franchise adjustment so that the net liability or asset 
represents the deficit or surplus that the Group expects to fund or 
benefit from during the franchise term. This represents a departure 
from IAS 19 so as to present fairly the Group’s financial performance, 
position and cashflow in respect of its obligations for the RPS. 

Share-based payment transactions 
The cost of options granted to employees is measured by reference 
to the fair value at the date at which they are granted, determined by 
an external valuation using an appropriate pricing model. In granting 
equity-settled options conditions are linked to some or all of the 
following: the price of the shares of The Go-Ahead Group plc 
(‘market conditions’); to conditions not related to performance or 
service (‘non-vesting conditions’); and to earnings per share criteria. 

The cost of options is recognised in the income statement over the 
period from grant to vesting date, being the date on which the 
relevant employees become fully entitled to the award, with a 
corresponding increase in equity. The cumulative expense recognised 
at each reporting date reflects the extent to which the period to 
vesting has expired and the Directors’ best estimate of the number  
of options that will ultimately vest or, in the case of an instrument 
subject to a market or non-vesting condition, be treated as vesting  
as described above. This includes any award where non-vesting 
conditions within the control of the Group or the employee are  
not met. 

No cost is recognised for awards that do not ultimately vest except 
for awards where vesting is conditional upon a market or non-vesting 
condition, which are treated as vesting irrespective of whether or  
not the market or non-vesting condition is satisfied, provided that all 
other performance conditions are satisfied. Where an equity-settled  

award is cancelled, it is treated as if it had vested on the date  
of cancellation, and any cost not yet recognised for the award  
is recognised immediately.  

Taxation 
Current tax assets and liabilities are measured at the amount 
expected to be recovered from or paid to the taxation authorities  
on an undiscounted basis at the tax rates that are expected to apply 
when the related asset is realised or the liability is settled, based  
on tax rates and tax laws that have been enacted or substantively 
enacted at the balance sheet date. 

Deferred tax is provided, using the liability method, on temporary 
differences at the balance sheet date between the tax base of  
assets and liabilities for taxation purposes and their carrying amounts 
in the financial statements. It is provided for on all temporary 
differences, except: 

• on the initial recognition of goodwill or of an asset or liability in a 
transaction that is not a business combination and, at the time of 
the transaction, affects neither the accounting profit nor taxable 
profit or loss; and 

• in respect of taxable temporary differences associated with 
investments in subsidiaries where the timing of the reversal  
of the temporary differences can be controlled and it is  
probable that the temporary differences will not reverse  
in the foreseeable future. 

Deferred tax assets are only recognised to the extent that it is 
probable that the temporary differences will be reversed in the 
foreseeable future and taxable profit will be available to allow all  
or part of the deferred income tax asset to be utilised. The carrying 
amount of deferred tax assets is reviewed at each balance sheet date 
and reduced to the extent that it is no longer probable that sufficient 
taxable profit will be available to allow all or part of the deferred 
income tax asset to be utilised.  

Tax relating to items recognised outside the income statement  
is recognised in other comprehensive income or directly in equity  
in correlation with the underlying transaction. Otherwise, tax is 
recognised in the income statement.  
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2. Summary of significant accounting policies continued 
New standards and interpretations not applied 
The IASB and IFRIC have issued the following standards and interpretations with an effective date after the date of these financial statements: 

International Accounting Standards (IAS/IFRSs)  
Effective date 

(periods beginning on or after) 

IAS 24 Related Party Disclosures (revised) 1 January 2011

Improvements to IFRSs (May 2010) 1 January 2011

IFRS 1 First-time Adoption of International Financial Reporting Standards (amendment) –  
Severe Hyperinflation and Removal of Fixed Dates for First-time Adopters 1 July 2011

IFRS 7 Amendment – Transfers of Financial Assets 1 July 2011

IAS 12 Income Taxes (amendment) – Deferred Taxes: recovery of Underlying Assets  1 January 2012

IFRS 9 Financial Instruments: Classification and Measurement 1 January 2013

IFRS 10 Consolidated Financial Statements 1 January 2013

IFRS 11 Joint Arrangements 1 January 2013

IFRS 12 Disclosure of Interests in Other Entities 1 January 2013

IFRS 13 Fair Value Measurements 1 January 2013

IAS 19 Amendment – Employee Benefits 1 January 2013

 

International Financial Reporting Interpretation Committee (IFRIC) 

IFRIC 14 Prepayments of a minimum funding requirement (amendment) 1 January 2011

With the exception of the amendment to IAS 19 Employee Benefits, which will reduce the credit in the income statement for returns on 
scheme assets, the Directors do not anticipate adoption of these standards and interpretations will have a material impact on the Group’s 
financial statements.  

The effective dates stated above are those given in the original IASB/IFRIC standards and interpretations. As the Group prepares its financial 
statements in accordance with IFRS as adopted by the European Union (EU), the application of new standards and interpretations will be 
subject to their having been endorsed for use in the EU via the EU endorsement mechanism. In the majority of cases this will result in an 
effective date consistent with that given in the original standard or interpretation. 

3. Segmental analysis 
In prior years the Group has been organised into three core divisions, Bus, Rail and Aviation Service, which formed the basis for the Group’s 
reportable segments. Following the sale of residual ground handling activities at Heathrow Terminal I and Meteor Parking this year, management 
has reviewed the basis for segment reporting and concluded that there should be four reportable segments, Deregulated Bus, Regulated Bus, 
Rail and Go-Ahead North America. Comparative disclosures have been restated to reflect the new basis of segmentation. Operating segments 
within those reportable divisions are combined on the basis of their long term characteristics and similar nature of their products and services,  
as follows; 

The Deregulated Bus division comprises bus operations outside of London. 

The Regulated Bus division comprises bus operations in London.  

The Rail operation, Govia, is 65% owned by Go-Ahead and 35% by Keolis and comprises three rail franchises: Southern, Southeastern and 
London Midland. 

The Go-Ahead North America division comprises a 50% investment in a US school bus operation. The Group’s share of the profit of this 
division is currently £nil, and it is therefore not included within the tables below. 

The information reported to the Group Chief Executive in his capacity as Chief Operating Decision Maker does not include an analysis of assets 
and liabilities and accordingly IFRS 8 does not require this information to be presented. Segment performance is evaluated based on operating 
profit or loss excluding amortisation of goodwill and intangible assets and exceptional items. 

Transfer prices between operating segments are on an arm’s length basis similar to transactions with third parties.  

The following tables present information regarding the Group’s reportable segments for the year ended 2 July 2011 and the year ended  
3 July 2010. Information relating to prior periods has been restated to reflect those elements of the other services division that are classified  
as discontinued operations and to report separately our regulated bus operations in London. 



 

 

Year ended 2 July 2011 

 

Deregulated 
Bus
£m 

Regulated 
Bus
£m 

Total 
Bus
£m 

Rail
£m 

Total  
continuing 
operations 

£m 

Total 
discontinued 

operations 
(note 8)

£m 

Total 
operations

£m 

Segment revenue 308.8 357.4 666.2 1,659.0 2,325.2 7.7 2,332.9

Inter-segment revenue (17.9) (5.9) (23.8) (4.4) (28.2) (0.4) (28.6)

Group revenue 290.9 351.5 642.4 1,654.6 2,297.0 7.3 2,304.3

Operating costs (excluding amortisation and 
exceptional items) (257.2) (318.1) (575.3) (1,606.6) (2,181.9) (7.2) (2,189.1)

Segment profit – Group operating  
profit (before amortisation and exceptional 
items)  33.7 33.4 67.1 48.0 115.1 0.1 115.2

  

Goodwill and intangible amortisation (1.7) (1.1) (2.8) (7.7) (10.5) – (10.5)

Exceptional items – (2.7) (2.7) 0.4 (2.3) 3.8 1.5

Group operating profit (after amortisation and 
exceptional items)  32.0 29.6 61.6 40.7 102.3 3.9 106.2

Net finance costs (17.5) – (17.5)

Profit before tax and non-controlling interests 84.8 3.9 88.7

Tax expense (9.8) 0.5 (9.3)

Profit for the year  75.0 4.4 79.4

 

 

Deregulated 
Bus
£m 

Regulated 
Bus
£m 

Total 
Bus
£m 

Rail
£m 

Total 
continuing 
operations 

£m 

Total 
discontinued 

operations
£m 

Total
operations

£m 

Other segment information  

Capital expenditure:  

Additions 24.0 11.7 35.7 18.4 54.1 – 54.1

Acquisitions 2.6 – 2.6 – 2.6 – 2.6

Intangible fixed assets 3.4 0.2 3.6 1.4 5.0 – 5.0

Depreciation 26.2 11.9 38.1 11.1 49.2 – 49.2

Exceptional depreciation (included within  
exceptional items) – 3.0 3.0 – 3.0 – 3.0
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3. Segmental analysis continued 
Year ended 3 July 2010 

 

Deregulated 
Bus
£m 

Regulated 
Bus
£m 

Total 
bus
£m 

Rail
£m 

Total  
continuing 
operations 

£m 

Total 
discontinued 

operations 
(note 8)

£m 

Total 
operations

£m 

Segment revenue 289.2 361.7 650.9 1,546.0 2,196.9 136.2 2,333.1

Inter-segment revenue (15.8) (5.6) (21.4) (8.2) (29.6) (3.4) (33.0)

Group revenue 273.4 356.1 629.5 1,537.8 2,167.3 132.8 2,300.1

Operating costs (excluding amortisation and 
exceptional items) (246.2) (319.6) (565.8) (1,500.5) (2,066.3) (128.3) (2,194.6)

Segment profit – Group operating profit (before 
amortisation and exceptional items)  27.2 36.5 63.7 37.3 101.0 4.5 105.5

  

Goodwill and intangible amortisation (1.0) (1.3) (2.3) (8.6) (10.9) (0.1) (11.0)

Exceptional items (0.9) (3.4) (4.3) (6.7) (11.0) (35.8) (46.8)

Group operating profit/(loss) (after amortisation and 
exceptional items)  25.3 31.8 57.1 22.0 79.1 (31.4) 47.7

Net finance costs (13.3) (0.1) (13.4)

Profit/(loss) before tax and non-controlling interests 65.8 (31.5) 34.3

Tax expense (14.5) 3.7 (10.8)

Profit/(loss) for the year  51.3 (27.8) 23.5

 

 

Deregulated 
Bus
£m 

Regulated 
Bus
£m 

Total 
bus
£m 

Rail
£m 

Total 
continuing 
operations 

£m 

Total 
discontinued 

operations
£m 

Total
operations

£m 

Other segment information  

Capital expenditure:  

Additions 21.7 17.9 39.6 18.2 57.8 0.5 58.3

Acquisitions 10.6 4.7 15.3 – 15.3 – 15.3

Intangible fixed assets 23.9 0.3 24.2 1.9 26.1 – 26.1

Depreciation 23.3 12.2 35.5 14.4 49.9 2.2 52.1

Exceptional depreciation – 2.6 2.6 – 2.6 – 2.6

Impairment charges – – – – – 16.2 16.2

Provision for onerous contracts – 0.9 0.9 – 0.9 6.0 6.9

At 2 July 2011, there were non-current assets of £4.1m (2010: £0.7m) relating to US operations, being made up entirely of equity accounted 
investments in Go-Ahead North America, a 50:50 joint venture with Cook Illinois which commenced trading in August 2010. For the year 
ended 2 July 2011, segment revenue for this venture was £2.3m and segment profit was £nil. 

During the year ended 2 July 2011, revenue from external customers outside the United Kingdom was £2.3m, and related entirely to the  
Go-Ahead North America joint venture. 

4. Group revenue 

 
2011 

£m 

Restated
2010

£m 

Rendering of services 2,057.7 1,960.9

Rental income 6.3 7.0

Franchise subsidy receipts 233.0 199.4

Group revenue from continuing operations 2,297.0 2,167.3

Group revenue from discontinued operations (note 8) 7.3 132.8

Total group revenue 2,304.3 2,300.1

 



 

 

5. Operating costs (excluding amortisation and exceptional items) 

 
2011 

£m 

Restated 
2010

£m 

Staff costs (note 6) 788.9 776.9

Total operating lease   

– bus vehicles 14.2 13.0

– non rail properties 1.6 2.2

– other non rail 0.1 0.2

– rail rolling stock 284.5 298.0

– other rail 57.0 63.5

Total lease and sublease payments recognised as an expense (excluding rail access charges)* 357.4 376.9

– rail access charges 384.2 396.7

Total lease and sublease payments recognised as an expense** 741.6 773.6

  

Other operating income (21.0) (32.1)

  

Depreciation of property, plant and equipment  

– owned assets 33.8 34.2

– leased assets 15.4 15.7

Total depreciation expense 49.2 49.9

Auditors’ remuneration  

– audit of the financial statements 0.6 0.5

– taxation services  0.1 0.2

– other services 0.1 0.1

 0.8 0.8

Trade receivables not recovered 2.5 1.1

  

Energy costs  

– bus fuel 64.7 71.2

– rail diesel fuel 6.6 6.9

– rail electricity (EC4T) 68.3 78.0

– cost of site energy 11.2 11.1

Total energy costs 150.8 167.2

  

Government grants (2.7) (0.3)

  

Gain/(loss) on disposal of property, plant and equipment (0.3) –

  

Costs expensed relating to franchise bidding activities 0.8 0.1

  

Other operating costs  471.3 329.1

Operating costs from continuing operations 2,181.9 2,066.3

Operating costs on discontinued operations (note 8) 7.2 128.3

Total operating costs 2,189.1 2,194.6

  

Exceptional items (note 7) (1.5) 46.8

Goodwill and intangible amortisation 10.5 11.0

*  The total lease and sublease payments recognised as an expense (excluding rail access charges) are made up of minimum lease payments of £378.2m net of sublease payments of £20.8m relating to 
other rail leases. 

**  The total lease and sublease payments recognised as an expense are made up of minimum lease payments of £762.4m net of sublease payments of £20.8m relating to other rail leases. 

Including discontinued operations, the fee relating to the audit of the financial statements can be analysed between audit of the Company’s 
financial statements of £0.1m (2010: £0.1m) and audit of subsidiaries’ financial statements of £0.5m (2010: £0.5m). 

In addition to audit fees detailed above, £nil (2010: £0.2m) of non-audit fees were capitalised as part of the cost of acquisitions during the year. 
During the year, £0.2m (2010: £0.3m) was also paid to other ‘Big 4’ accounting firms for a variety of services. 
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6. Staff costs 
Year ended 2 July 2011 

 

Continuing  
operations 

£m 

Discontinued  
operations 

£m 

Total 
operations

£m 

Wages and salaries 686.2 3.9 690.1

Social security costs 59.4 0.4 59.8

Other pension costs 42.9 0.1 43.0

Share based payments charge 0.4 – 0.4

Total staff costs 788.9 4.4 793.3

Year ended 3 July 2010 

 

Restated 
Continuing  
operations 

£m 

Restated  
Discontinued  

operations 
£m 

Total 
operations

£m 

Wages and salaries 676.7 73.3 750.0

Social security costs 58.7 6.8 65.5

Other pension costs 40.9 1.1 42.0

Share based payments charge 0.6 0.1 0.7

Total staff costs 776.9 81.3 858.2

The average monthly number of employees during the year, including Directors, was: 

 
2011  
No. 

2010 
No. 

Administration and supervision 2,289 2,518

Maintenance and engineering 2,226 2,192

Operations 17,686 17,860

 22,201 22,570

The information required by Schedule 5 of the Large and Medium sized Companies and Groups (Accounts and Reports) Regulations 2008 is 
provided in the Directors’ Remuneration Report. 

Sharesave Scheme 
The Group previously operated an HM Revenue & Customs (‘HMRC’) approved savings-related share option scheme, known as The  
Go-Ahead Group plc Savings-Related Share Option Scheme 2003 (the ‘Sharesave Scheme’). The Sharesave Scheme was open to all Group 
employees (including Executive Directors) who had completed at least six months’ service with a Group company at the date they were  
invited to participate in the scheme. No invitations have been made during the current or prior year and no accounts remain outstanding. 

The expense recognised for these schemes during the year to 2 July 2011 was £nil (2010: £0.5m).  



 

 

The following table illustrates the number (No.) and weighted average exercise prices (WAEP) of share options for the SAYE: 

 No. 

2011 
WAEP 

£ No. 

2010 
WAEP

£ 

Outstanding at the beginning of the year 328,133 19.14 861,595 16.63

Granted during the year – – – –

Forfeited during the year (328,133) 19.14 (519,763) 15.10

Exercised during the year – – (13,699) 14.67

Exercisable at the end of the year – – 328,133 19.14

There were no options exercised in the period. The weighted average share price at the date of exercise for the options exercised in 2010  
was £13.18. 

There were no options outstanding at the end of the year. The exercise price for options outstanding at the end of 2010 was £19.14. 

The fair value of equity-settled share options granted is estimated as at the date of grant using a Black-Scholes model, taking into account the 
terms and conditions upon which the options were granted. The key assumptions input into the model are future share price volatility, future 
dividend yield, future risk free interest rate, forfeiture rate and option life.  

Share incentive plans 
The Company operates an HMRC approved share incentive plan, known as The Go-Ahead Group plc Share Incentive Plan (the SIP). The SIP  
is open to all Group employees (including Executive Directors) who have completed at least six months’ service with a Group company at the 
date they are invited to participate in the plan. 

The SIP permits the Company to make four different types of awards to employees (free shares, partnership shares, matching shares and 
dividend shares), although the Company has, so far, made awards of partnership shares only. Under these awards, the Company invites 
qualifying employees to apply between £10 and £125 per month in acquiring shares in the Company at the prevailing market price. Under  
the terms of the scheme, certain tax advantages are available to the Company and employees. 

Long term incentive plans  
The Executive Directors participate in The Go-Ahead Group Long Term Incentive Plan 2005 (the LTIP). The LTIP provides for Executive 
Directors and certain other senior employees to be awarded shares in the Company conditional on specified performance conditions being  
met over a period of three years. Refer to the Directors’ Remuneration Report for further details of the LTIP. 

The expense recognised for the LTIP during the year to 2 July 2011 was £0.4m (2010: £0.2m). 

The fair value of LTIP options granted is estimated as at the date of grant using a Monte Carlo model, taking into account the terms and 
conditions upon which the options were granted. The inputs to the model used for the options granted in the year to 2 July 2011 were: 

 
2011 

% per annum 
2010

% per annum 

The Go-Ahead Group  

Future share price volatility 38.0 37.0

Transport sector comparator   

Future share price volatility 35.0 – 52.0 35.0 – 51.0

Correlation between companies 55.0 60.0

FTSE Mid-250 index comparator   

Future share price volatility 40.0 40.0

Correlation between companies 20.0 20.0

The weighted average fair value of options granted during the year was £11.83 (2010: £14.01). 

The following table illustrates the number of share options for the LTIP: 

 
2011  
No. 

2010 
No. 

Outstanding at the beginning of the year 232,254 124,751

Granted during the year 166,240 132,017

Forfeited during the year (204,157) (19,195)

Vested during the year – (5,319)

Outstanding at the end of the year 194,337 232,254

None of the options were exercisable at the year end and the weighted average exercise price of the options is £nil. 
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6. Staff costs continued 
Directors’ discretionary deferred share awards 
On 29 October 2009 the Company awarded a total of 6,996 ordinary shares to Directors of the Group. The stock was at no cost to the 
Directors and restrictions limit the sale or transfer of these shares until they vest, which occurs at the end of a three year period. The shares  
are held in a trust until they vest. The expense recognised for the Directors’ discretionary deferred share awards during the year to 2 July 2011 
was £nil (2010: £nil). 

 
2011

No 

2011 
WAEP 

£ 
2010 

No 

2010
WAEP

£ 

Outstanding restricted stock at the beginning of the year 6,996 14.29 – –

Granted during the year – – 6,996 14.29

Forfeited during the year (3,498) 14.29 – –

Vested during the year – – – –

Outstanding restricted stock at the end of the year 3,498 14.29 6,996 14.29

The weighted average fair value of options granted during 2010 was £14.29. 

There were no options exercised in the year. 

None of the options were exercisable at the year end. The exercise price of options outstanding at the year end was £14.29 (2010: £nil). 

7. Exceptional items 

 
2011 

£m 

Restated 
2010

£m 

Continuing operations  

Bus and rail related items:  

Rail reorganisation costs 0.4 (6.7)

London bus accelerated depreciation (3.0) (2.6)

Bus reorganisation costs – (0.8)

Onerous bus leases 0.3 (0.9)

Total exceptional items on continuing operations (2.3) (11.0)

  

Discontinued operations   

Profit/(loss) on sale:  

Agreed proceeds 11.2 14.8

Less net assets sold (5.7) (17.8)

Profit/(loss) on sale 5.5 (3.0)

Less contingent sale costs (3.9) (10.1)

Net profit/(loss) on sale 1.6 (13.1)

Pre-sale reorganisation costs 2.2 (2.6)

Onerous contracts – (6.1)

Pension scheme curtailment gain – 2.2

Pre-sale impairments – (16.2)

Total exceptional items on discontinued operations  3.8 (35.8)

  

Total exceptional items 1.5 (46.8)

  

Consisting of:  

Non-cash items (9.7) (50.6)

Cash proceeds 11.2 14.8

 1.5 (35.8)

Other cash items – (11.0)

Total 1.5 (46.8)

 



 

 

Year ended 2 July 2011 
Exceptional items on continuing operations for the period were £2.3m (2010: £11.0m), consisting of accelerated depreciation in respect of 
articulated London buses which are being phased out over the next few months of £3.0m (2010: £2.6m), the release of onerous bus leases  
of £0.3m (2010 expense: £0.9m), and the release of rail reorganisation accruals of £0.4m (2010 expense: £6.7m). 

The discontinued exceptional income of £3.8m (2010 expense: £35.8m) consists of net profit on the sale of residual elements of the ground 
handling operations and Meteor Parking operations and adjustment to the provisions in respect of the pre-sale reorganisation costs which 
related to operations sold in the prior period.  

Year ended 3 July 2010 
Total exceptional items in the year were £46.8m, consisting of sales proceeds of £14.8m, non-cash items of £50.6m, and other cash items  
of £11.0m. 

Exceptional items on continuing operations for the year were £11.0m. Bus and rail related exceptional costs totalled £11.0m, including 
£6.7m of rail restructuring costs, and £2.6m of accelerated depreciation in respect of the articulated London buses which are being phased  
out in 2011. 

The discontinued exceptional items of £35.8m consist of a net loss on sale of £13.1m, pre-sale reorganisation costs which related to operations 
subsequently sold of £2.6m, onerous contract provisions of £6.1m, pre-sale impairments of the Meteor Parking business of £16.2m and a 
pension scheme curtailment gain of £2.2m. The loss on sale represents sales proceeds of £14.8m, less net book value of assets sold of £17.8m 
and provisions of £10.1m. 

8. Discontinued operations 
The disposal of our aviation services division was completed during the year ended 2 July 2011 with the sale of our Meteor Parking operations 
and the agreed sale of the residual ground handling activities at Heathrow Terminal I for a combined consideration of £11.2m. All of our 
aviation services division has been classified as discontinued. 

In the prior year, the majority of the Group’s ground handling and cargo operations were sold for £14.8m consideration. 

The results of the discontinued operations for the years ended 2 July 2011 and 3 July 2010 are as follows: 

 
2011  

£m 

Restated 
2010 

£m 

Revenue 7.3 132.8

Operating costs (excluding amortisation and exceptional items) (7.2) (128.3)

Operating profit (before amortisation and exceptional items) 0.1 4.5

Goodwill and intangible amortisation – (0.1)

Exceptional items 3.8 (35.8)

Operating profit/(loss) (after amortisation and exceptional items) 3.9 (31.4)

Net finance costs – (0.1)

Profit/(loss) from discontinued operations before taxation 3.9 (31.5)

Taxation 0.5 3.7

Profit/(loss) for the year from discontinued operations 4.4 (27.8)

Profit/(loss) per share from discontinued operations   

– basic and diluted 10.3p (64.7p)

The loss per share is attributable to equity holders of the parent and calculated as described on the basis of the number of shares disclosed in 
note 11. 

Revenue 

 
2011 

£m 

Restated
2010

£m 

Rendering of services 7.3 132.5

Rental income – 0.3

Franchise subsidy receipts – –

Group revenue on discontinued operations 7.3 132.8
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8. Discontinued operations continued 
Operating costs 

 
2011 

£m 

Restated
2010

£m 

Staff costs  4.4 81.3

Total lease and sublease payments recognised as an expense* 0.3 11.8

Depreciation of property, plant and equipment – owned assets – 2.0

Depreciation of property, plant and equipment – leased assets – 0.1

Auditors’ remuneration – audit of the financial statements – 0.1

Trade receivables not recovered – 0.3

Loss on disposal of property, plant and equipment – 0.1

Other operating costs 2.5 32.6

Operating costs on discontinued operations 7.2 128.3

* The entire balance comprises minimum lease payments. 

The cashflows attributable to the discontinued operations are as follows: 

 
2011 

£m 
2010

£m 

Operating cashflows 0.7 1.5

Investing cashflows – 15.0

Financing cashflows 0.1 (0.4)

Net cashflow 0.8 16.1

The net assets disposed of and consideration received on the sales of Meteor Parking operations and the residual ground handling activities at 
Heathrow Terminal 1 were as follows: 

 
2011

£m 

Net assets disposed of: 

Tangible fixed assets 2.7

Intangible assets 2.2

Inventories 0.1

Receivables 6.2

Cash at bank 0.3

Payables falling due within one year (5.3)

Deferred taxation –

Provisions (0.5)

 5.7

Consideration received: 

Cash 11.2

Total consideration 11.2

 

Profit/(loss) on disposal 5.5

 



 

 

At 2 July 2011, net assets held in disposal groups held for sale were as follows; 

 
2011 

£m 
2010

£m 

Assets:  

Non-current assets:  

Deferred tax asset – 3.3

 – 3.3

Current assets:  

Inventories – 0.2

Cash – 0.3

Trade and other receivables – 4.0

Taxation asset – 2.4

 – 6.9

Total assets held in disposal groups held for sale – 10.2

  

Liabilities:  

Trade and other payables – (17.9)

Taxation liability – –

Total liabilities held in disposal groups held for sale – (17.9)

Net liabilities held in disposal groups held for sale – (7.7)

9. Finance revenue and costs 

 
2011 

£m 
2010

£m 

Bank interest receivable on bank deposits 1.4 1.3

Other interest receivable 0.1 0.3

Finance revenue 1.5 1.6

  

Interest payable on bank loans and overdrafts (4.9) (7.8)

Interest payable on £200m Sterling 7.5 year bond (11.1) (3.0)

Other interest payable (2.5) (2.4)

Ineffectiveness on financial instruments – (0.8)

Interest payable under finance leases and hire purchase contracts (0.5) (0.9)

Finance costs (19.0) (14.9)

10. Taxation 
a. Tax recognised in the income statement and in equity 

 
2011 

£m 

Restated 
2010

£m 

Current tax charge 23.1 16.1

Adjustments in respect of current tax of previous years (1.7) 0.2

 21.4 16.3

Deferred tax relating to origination and reversal of temporary differences at 26% (2010: 28%)* (8.0) (5.5)

Previously unrecognised deferred tax of a prior period 0.3 –

Impact of opening deferred tax rate reduction (4.4) –

Total tax including discontinued operations 9.3 10.8

Tax on discontinued operations (0.5) (3.7)

Tax on continuing operations 9.8 14.5

*  Includes the one-off impact of releasing a £7.8m deferred tax liability to the income statement. This relates to the agreement of tax efficient financing by HMRC. 
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10. Taxation continued 
Tax relating to items charged or credited outside of profit or loss 

 
2011 

£m 
2010

£m 

Tax on actuarial losses on defined benefit pension plans 3.4 (6.3)

Corporation tax on IAS 39 asset 2.5 5.3

Deferred tax on IAS 39 asset 2.3 0.2

Impact of opening deferred tax rate reduction 1.9 –

Tax reported outside of profit or loss 10.1 (0.8)

b. Reconciliation 
A reconciliation of income tax applicable to accounting profit before tax and exceptional items at the statutory tax rate to tax at the Group’s 
effective tax rate for the years ended 2 July 2011 and 3 July 2010 is as follows: 

Year ended 2 July 2011 

 

Pre-exceptional 
excluding 

discontinued 
operations 

£m 
Pre-exceptional  

£m 

One-off tax, 
deferred tax rate 

change and tax on 
exceptional items  

£m 
Total 

£m 

Profit on ordinary activities before taxation from continuing operations 87.1 87.1 (2.3) 84.8

Profit on ordinary activities before taxation from discontinued operations – 0.1 3.8 3.9

Accounting profit on ordinary activities before taxation  87.1 87.2 1.5 88.7

   

At United Kingdom tax rate of 27.5%  24.0 24.0 0.4 24.4

Adjustments in respect of current tax of previous years (0.5) (0.5) (1.2) (1.7)

Expenditure not allowable for tax purposes  1.3 1.3 – 1.3

Previously unrecognised deferred tax of a prior period 0.3 0.3 – 0.3

Losses brought forward 0.1 0.1 – 0.1

Differences relating to tax efficient financing (2.4) (2.4) – (2.4)

Expenses not allowable on sale of aviation business – – (0.5)  (0.5)

Tax efficient financing agreed by HMRC – – (7.8) (7.8)

Deferred tax due to rate change – – (4.4) (4.4)

Total tax reported in consolidated income statement 22.8 22.8 (13.5) 9.3

Effective tax rate 26.2% 26.1%  10.5%

Year ended 3 July 2010 

 

Pre-exceptional 
excluding 

discontinued 
operations 

£m 
Pre-exceptional  

£m 

Exceptional tax and 
tax on exceptional 

items  
£m 

Restated
Total 

£m 

Profit on ordinary activities before taxation from continuing operations 76.8 76.8  (11.0) 65.8 

Profit on ordinary activities before taxation from discontinued operations – 4.3  (35.8) (31.5) 

Accounting profit on ordinary activities before taxation  76.8 81.1  (46.8) 34.3 

    

At United Kingdom tax rate of 28%  21.5 22.7  (13.1) 9.6 

Adjustments in respect of current tax of previous years 0.2 0.2  – 0.2 

Expenditure not allowable for tax purposes  0.8 0.8  – 0.8 

Goodwill amortisation and impairment charges 0.4 0.4  4.5 4.9 

Differences relating to tax efficient financing (2.9) (2.9) – (2.9) 

Expenses not allowable on sale of aviation business – –  0.8 0.8 

Release of deferred tax on rolled over gains arising on  
sale of aviation business – –  (2.6) (2.6) 

Total tax reported in consolidated income statement 20.0 21.2  (10.4) 10.8 

Effective tax rate 26.0% 26.1%  31.5%

 



 

 

c. Deferred tax 
The deferred tax included in the balance sheet is as follows: 

 
2011 

£m 
2010

£m 

Deferred tax liability  

Accelerated capital allowances (23.3) (28.7)

Intangible assets (3.5) (4.6)

Other temporary differences (1.5) (4.7)

Revaluation of land and buildings (22.6) (24.3)

Total deferred tax liability (50.9) (62.3)

Included within net assets held for disposal (note 8) – 3.3

Deferred tax liability included in balance sheet (50.9) (65.6)

  

Deferred tax asset  

Retirement benefit obligations 20.0 27.1

Total deferred tax asset 20.0 27.1

Included within net assets held for disposal (note 8) – –

Deferred tax asset included in balance sheet 20.0 27.1

The deferred tax included in the Group income statement is as follows: 

 
2011 

£m 

Restated
2010

£m 

Accelerated capital allowances (3.9) (0.9)

Tax losses 0.1 –

Retirement benefit obligations 0.8 1.4

Other temporary differences (4.9) (6.0)

 (7.9) (5.5)

Adjustments in respect of prior years 0.3 –

Adjustments in respect of opening deferred tax rate reduction (4.5) –

Total deferred tax credit (12.1) (5.5)

Deferred tax expense/(credit) on discontinued operations 3.2 (1.8)

Deferred tax credit on continuing operations (15.3) (3.7)

A reduction in the UK corporation tax rate from 28% to 26% with effect from 1 April 2011 was enacted during the period. The Government 
has announced its intention to further reduce the UK corporation tax rate to 24% by 1 April 2014. If this reduction had been enacted by  
2 July 2011 the Group’s deferred tax liability would have been reduced by a further £3.9m to £47.0m and the deferred tax asset would have 
been reduced by a further £1.5m to £18.5m.  

The Group’s future tax charge will also be affected by the Government’s intention to reduce the main rate of capital allowance from 20%  
to 18% and from 10% to 8% with effect from 1 April 2012. 
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11. Earnings per share 
Basic and diluted earnings per share 

 2011 
Restated

2010 

Net profit on total operations attributable to equity holders of the parent (£m) 67.4 17.2

Consisting of:  

Adjusted earnings on continuing operations attributable to equity holders of the parent (£m) 58.0 54.5

Exceptional items after taxation and non-controlling interests (£m) 10.7 (3.6)

Amortisation after taxation and non-controlling interests (£m) (5.7) (5.9)

Basic and diluted earnings on continuing operations attributable to equity holders of the parent (£m) 63.0 45.0

Profit/(loss) on discontinued operations attributable to equity holders of the parent (£m) 4.4 (27.8)

Basic and diluted earnings on total operations attributable to equity holders of the parent (£m) 67.4 17.2

  

Weighted average shares in issue (‘000) 42,913 42,938

  

Earnings per share:  

Adjusted earnings per share from continuing operations (pence per share) 135.2 126.9

Basic and diluted earnings per share from continuing operations (pence per share) 146.8 104.8

Basic and diluted earnings per share from total operations (pence per share) 157.1 40.1

The weighted average number of shares in issue excludes treasury shares held by the Company, and shares held in trust for the Directors’ LTIP. 

No shares were bought back and cancelled by the Group in the period from 2 July 2011 to 31 August 2011. 

At the year ended 3 July 2010, the effect of potentially issuable shares is anti-dilutive in all periods presented and as such basic and diluted 
earnings per share are the same. At the year ended 2 July 2011, there is no effect from potentially issuable shares and as such basic and diluted 
earnings per share are the same. 

The effect of taxation and non-controlling interests on exceptional items and amortisation is shown below for each of the periods. 

Adjusted earnings per share 
Adjusted earnings per share is also presented to eliminate the impact of goodwill and intangible amortisation and exceptional costs and 
revenues in order to show a ‘normalised’ earnings per share. For continuing operations this is analysed as follows: 

Year ended 2 July 2011 

 

Profit for 
the year

£m 

Exceptional  
items 

£m 
Amortisation 

£m 

2011
Total

£m 

Profit before taxation from continuing operations 84.8 2.3 10.5 97.6

Less: Taxation* (9.8) (13.0) (2.9) (25.7)

Less: Non-controlling interests (12.0) – (1.9) (13.9)

Adjusted profit attributable to equity holders of the parent 63.0 (10.7) 5.7 58.0

Adjusted earnings per share from continuing operations  
(pence per share)   135.2

*  Exceptional items include the one-off impact of releasing a £7.8m deferred tax liability to the income statement, relating to the agreement of tax efficient financing by HMRC, and the impact of the rate 
change on the opening deferred tax balance. 

Year ended 3 July 2010 

 

Profit for 
the year

£m 

Exceptional  
items 

£m 
Amortisation 

£m 

Restated
2010 
Total 

£m 

Profit before taxation from continuing operations 65.8 11.0 10.9 87.7

Less: Taxation (14.5) (5.7) (2.7) (22.9)

Less: Non-controlling interests (6.3) (1.7) (2.3) (10.3)

Adjusted profit attributable to equity holders of the parent 45.0 3.6 5.9 54.5

Adjusted earnings per share from continuing operations  
(pence per share)   126.9

 



 

 

For total operations this is analysed as follows: 

Year ended 2 July 2011 

 

Profit for 
the year

£m 

Exceptional  
items 

£m 
Amortisation 

£m 

2011
Total

£m 

Profit before taxation from total operations 88.7 (1.5) 10.5 97.7

Less: Taxation* (9.3) (13.5) (2.9) (25.7)

Less: Non-controlling interests (12.0) – (1.9) (13.9)

Adjusted profit attributable to equity holders of the parent 67.4 (15.0) 5.7 58.1

Adjusted earnings per share from total operations  
(pence per share)   135.4

*  Exceptional items include the one-off impact of releasing a £7.8m deferred tax liability to the income statement, relating to the agreement of tax efficient financing by HMRC, and the impact of the rate 
change on the opening deferred tax balance. 

Year ended 3 July 2010 

 

Profit for 
the year

£m 

Exceptional  
items 

£m 
Amortisation 

£m 

Restated
2010 
Total 

£m 

Profit before taxation from total operations 34.3 46.8 11.0 92.1

Less: Taxation (10.8) (10.4) (2.7) (23.9)

Less: Non-controlling interests (6.3) (1.6) (2.3) (10.2)

Adjusted profit attributable to equity holders of the parent 17.2 34.8 6.0 58.0

Adjusted earnings per share from total operations  
(pence per share)   135.1

12. Dividends paid and proposed 

 
2011 

£m 
2010

£m 

Declared and paid during the year  

Equity dividends on ordinary shares:  

Final dividend for 2010: 30.0p per share (2009: 55.5p) 12.9 23.8

Interim dividend for 2011: 25.5p per share (2010: 51.0p) 10.9 21.9

 23.8 45.7

 

 
2011 

£m 
2010

£m 

Proposed for approval at AGM (not recognised as a liability as at 2 July 2011)  

Equity dividends on ordinary shares:  

Final dividend for 2011: 55.5p per share (2010: 30.0p) 23.8 12.9
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13. Property, plant and equipment 

 

Freehold land 
and buildings

£m 

Leasehold 
properties

£m 
Bus vehicles 

£m 

Plant and  
equipment 

£m 
Total

£m 

Cost:   

At 27 June 2009  146.5 19.6 363.7 205.8 735.6

Additions 7.2 0.1 31.7 19.3 58.3

Acquisitions 0.2 1.3 13.2 0.6 15.3

Disposals (0.7) (4.0) (15.4) (75.9) (96.0)

Transfer categories 1.5 – – (1.5) –

Transfer of assets held for resale – – (1.3) – (1.3)

At 3 July 2010 154.7 17.0 391.9 148.3 711.9

Additions 3.9 0.3 28.6 21.3 54.1

Acquisitions – – 2.5 0.1 2.6

Disposals – – (14.0) (5.0) (19.0)

Disposal of discontinued operations (0.5) (1.1) (1.6) (4.7) (7.9)

Transfer categories – – 0.3 (0.3) –

Transfer of assets held for resale – – (0.2) – (0.2)

At 2 July 2011 158.1 16.2 407.5 159.7 741.5

   

Depreciation and impairment:   

At 27 June 2009  5.5 5.2 164.6 150.4 325.7

Charge for the year 0.7 1.4 30.0 20.0 52.1

Exceptional depreciation – – 2.6 – 2.6

Disposals (0.1) (2.2) (13.2) (67.7) (83.2)

Transfer of assets held for resale – – (1.2) – (1.2)

At 3 July 2010 6.1 4.4 182.8 102.7 296.0

Charge for the year 1.0 0.9 32.1 15.2 49.2

Exceptional depreciation – – 3.0 – 3.0

Disposals – – (13.2) (4.7) (17.9)

Disposal of discontinued operations – (0.6) (0.8) (3.6) (5.0)

Transfer categories – – 0.2 (0.2) –

Transfer of assets held for resale – – (0.2) – (0.2)

At 2 July 2011 7.1 4.7 203.9 109.4 325.1

   

Net book value   

At 2 July 2011 151.0 11.5 203.6 50.3 416.4

At 3 July 2010 148.6 12.6 209.1 45.6 415.9

At 27 June 2009  141.0 14.4 199.1 55.4 409.9

The net book value of leased assets and assets acquired under hire purchase contracts is: 

 
2011 

£m 
2010

£m 

Bus vehicles 72.0 97.4

Plant and equipment – 0.4

 72.0 97.8

No additions were made during the year (2010: £nil) under finance leases and hire purchase contracts. 



 

 

14. Intangible assets 

 
Goodwill

£m 
Software costs

£m 
Franchise bid costs

£m 
Rail franchise asset 

£m 
Customer contracts 

£m 
Total

£m 

Cost   

At 27 June 2009 105.1 11.4 7.4 49.6 5.5 179.0

Additions 23.1 1.0 1.3 – 0.7 26.1

Disposals (0.4) (0.7) – – – (1.1)

At 3 July 2010 127.8 11.7 8.7 49.6 6.2 204.0

Additions 2.7 2.3 – – – 5.0

Disposals (5.0) – – – – (5.0)

At 2 July 2011 125.5 14.0 8.7 49.6 6.2 204.0

   

Amortisation and impairment   

At 27 June 2009 37.2 6.0 3.7 18.6 3.2 68.7

Charge for the year 1.1 1.7 0.9 6.1 1.1 10.9

Disposals – (0.4) – – – (0.4)

Impairment 16.2 – – – – 16.2

At 3 July 2010 54.5 7.3 4.6 24.7 4.3 95.4

Charge for the year – 2.7 0.9 5.9 1.0 10.5

Disposals (2.8) – – – – (2.8)

At 2 July 2011 51.7 10.0 5.5 30.6 5.3 103.1

   

Net book value   

At 2 July 2011 73.8 4.0 3.2 19.0 0.9 100.9

At 3 July 2010 73.3 4.4 4.1 24.9 1.9 108.6

At 27 June 2009 67.9 5.4 3.7 31.0 2.3 110.3

Rail franchise asset 
This reflects the cost of the right to operate a rail franchise. The brought forward element of the franchise intangible is made up of £17.1m 
relating to the opening deficit in the RPS and £7.8m relating to the cost of the intangible asset acquired on the handover of the franchise assets 
relating to the Southeastern rail franchise. The intangible asset is being amortised on a straight-line basis over the life of the franchises (being 
between five and eight years).  

Software costs 
Software costs capitalised exclude software that is integral to the related hardware.  

Customer contracts 
This relates to the value attributed to customer contracts and relationships purchased as part of the Group’s acquisitions. The value is calculated 
based on the unexpired term of the contracts at the date of acquisition and is amortised over that period. 

Impairment 
During the year ended 3 July 2010 an impairment review of the aviation services division resulted in the goodwill of Meteor Parking of £18.4m 
being written down to £2.2m. During the year ended 2 July 2011, Meteor Parking was sold and therefore there is no goodwill left relating to 
Meteor Parking at the year end. 



FINANCIAL STATEMENTS 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED 

 

14. Intangible assets continued 
Goodwill 
As from 3 July 2004, goodwill is no longer amortised and is tested annually for impairment. 

The goodwill charge of £nil (2010: £1.1m) is in respect of rail businesses which, due to the finite nature of the franchises, require the goodwill  
to be impaired annually. 

Goodwill acquired through acquisitions has been allocated to individual cash-generating units for impairment testing on the basis of the Group’s 
business operations. The carrying value of goodwill by cash-generating unit is as follows: 

 
2011 

£m 
2010

£m 

Meteor Parking – 2.2

Metrobus 10.6 10.6

Go South Coast 28.6 28.6

Brighton & Hove 2.1 2.1

Plymouth Citybus 13.0 13.0

Go-Ahead London 10.5 10.5

Go North East 2.7 2.7

Konectbus 3.6 3.6

Thames Travel 2.7 –

 73.8 73.3

The recoverable amount of goodwill has been determined based on a value in use calculation for each cash-generating unit, using cashflow 
projections based on financial budgets and forecasts approved by senior management covering a three-year period which have then been 
extended over an appropriate period. The Directors feel that the extended period is justified because of the long term stability of the relevant 
income streams. Growth has been extrapolated forward from the end of the three year forecasts over the extended period plus a terminal 
value using a growth rate of 2.25%-3.0% which reflects the Directors’ view of long term growth rates in each business. 

The pre-tax cashflows for all cash-generating units have been discounted using a pre-tax discount rate of 11.0% (2010: 11.1%), based on  
the Group’s weighted average cost of capital, plus an appropriate risk premium for each cash-generating unit of 0.0-2.0% (2010: 0.0-2.0%). 

The calculation of value in use for each cash-generating unit is most sensitive to the forecast operating cashflows, the discount rate and the 
growth rate used to extrapolate cashflows beyond the budget period. The operating cashflows are based on assumptions of revenue, staff  
costs and general overheads. These assumptions are influenced by several internal and external factors. 

The Directors consider the assumptions used to be consistent with the historical performance of each unit and to be realistically achievable in 
light of economic and industry measures and forecasts. We have conducted sensitivity analysis on our calculations and confirmed that there is 
no likely movement on assumptions that would lead to an impairment. The cash generating unit with the least headroom is Plymouth Citybus, 
as expected given it has only recently been acquired. The headroom on Plymouth Citybus is £1.1m. An increase of 1% of the Group’s weighted 
cost of capital would result in an impairment of less than £1m. 



 

 

15. Business combinations 
Year ended 2 July 2011 
On 24 May 2011, Go-Ahead Holding Limited, a wholly owned subsidiary of the Group, acquired 100% of the share capital of Thames Travel 
(Wallingford) Limited for a cash consideration of £3.5m. Thames Travel carries around 3 million passengers per year in South Oxfordshire and 
West Berkshire and generates turnover of around £5.5m. 

Net assets at date of acquisition: 

 

Book value 
2011 

£m 

Fair value 
to Group

2011
£m 

Tangible fixed assets 2.9 2.6

Inventories 0.1 0.1

Receivables 0.6 0.6

Current tax liabilities (0.1) (0.1)

Payables falling due within one year (0.4) (0.4)

Hire purchase contracts (1.8) (1.8)

Deferred taxation (0.2) (0.2)

 1.1 0.8

  

Goodwill capitalised  2.7

  3.5

  

Cash  3.5

Total consideration  3.5

Acquisition costs of £0.1m have been expensed through other operating costs. 

Receivables have been assessed and are considered to be recoverable. 

The goodwill capitalised reflects the access to the markets served by the acquired entities and the potential business synergies that can be 
achieved upon acquisition. Management believes that goodwill represents future growth opportunities and created value in respect of customer 
awareness and an assembled workforce for which the recognition of a discrete intangible asset is not permitted.  

From the date of acquisition, in the year ended 2 July 2011, the acquisitions recorded an operating profit of £nil to the Group and revenue of 
£0.5m. Had the combinations taken place at the beginning of the year, it is estimated that they would have recorded £0.4m of operating profit 
and £5.5m of revenue to the Group. This would have resulted in total Group revenue from continuing operations of £2,302.5m, and total 
operating profit from continuing operations (before amortisation and exceptional items) of £115.5m. 

Year ended 3 July 2010 
On 3 October 2009, London General Transport Services Limited, a wholly owned subsidiary of the Group, acquired the assets of East Thames 
Buses from Transport for London (‘TfL’) for a total cash consideration of £5.0m. East Thames Buses operated a fleet of approximately 120 
vehicles over nine TfL contracted routes. 

On 3 October 2009, Metrobus Limited, a wholly owned subsidiary of the Group, acquired the assets of Arriva’s bus interest in Horsham for a 
total cash consideration of £5.0m. The interests include a fleet of 18 vehicles and 58 employees, and will operate as part of Metrobus Limited 
which provides bus services in Sussex, Surrey and Kent including regulated services for TfL. 

On 1 December 2009, Go-Ahead Holding Limited, a wholly owned subsidiary of the Group, acquired 100% of the share capital of Plymouth 
Citybus Limited from Plymouth City Council for a cash consideration of £19.0m. Plymouth Citybus operates a fleet of 175 vehicles and employs 
approximately 470 employees in the Plymouth area.  

On 9 March 2010, Go-Ahead Holding Limited also acquired 100% of the share capital of Konectbus Limited which operates a bus fleet  
of 44 vehicles and employs approximately 70 employees in the Norfolk area. On 28 March 2010, Go North East Limited, a wholly owned 
subsidiary of the Group, entered into a contract to acquire the Hexham operations of Arriva plc for a cash consideration and agreed to sell  
Go North East’s Ashington operations to Arriva. The operations became effective April 2010. The combined consideration for these 
acquisitions was £8.2m.  
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15. Business combinations continued 
A summary of the transactions is detailed below: 

Net assets at date of acquisition: 

 

Book value 
2010 

£m 

Fair value 
to Group

2010
£m 

Intangible assets – contracts – 0.7

Tangible fixed assets 15.3 15.3

Inventories 0.5 0.5

Receivables 0.9 0.9

Cash at bank 2.0 2.0

Payables falling due within one year (4.2) (4.2)

Payables falling due after one year (0.4) (0.4)

Deferred taxation (0.5) (0.7)

 13.6 14.1

  

Goodwill capitalised  23.1

  37.2

  

Cash  34.9

Expenses  0.3

Total cash consideration  35.2

Deferred consideration  1.3

Transfer of Ashington operations  0.7

Total consideration  37.2

Intangible assets acquired represent customer contracts of £0.7m. 

Payment of deferred consideration is dependent upon achievement of target operating profit levels. 

The goodwill capitalised reflects the access to the markets served by the acquired entities and the potential business synergies that can be 
achieved upon acquisition. Management believes that goodwill represents future growth opportunities and created value in respect of customer 
awareness and an assembled workforce for which the recognition of a discrete intangible asset is not permitted.  

From the date of acquisition, in the year ended 3 July 2010, the acquisitions recorded an operating profit of £3.6m to the Group and revenue  
of £31.5m. Had the combinations taken place at the beginning of the year, it is estimated that they would have recorded £4.9m of operating 
profit and £48.7m of revenue to the Group.  

16. Assets classified as held for sale 
Assets held for sale, with a carrying amount of £1.6m (2010: £1.7m), represent property, plant and equipment which are currently not used  
in the business and are now available for sale. These assets classified as held for sale had no associated liabilities at the year end (2010: £nil). 

17. Inventories 

 
2011 

£m 
2010

£m 

Raw materials and consumables 15.5 12.9

The amount of any write down of inventories recognised as an expense during the year is immaterial. 



 

 

18. Trade and other receivables 

 
2011 

£m 
2010

£m 

Current  

Trade receivables 83.2 89.0

Less: Provision for impairment of receivables (2.6) (3.6)

Trade receivables – net 80.6 85.4

Other receivables 33.3 12.2

Prepayments and accrued income 46.6 51.3

Receivable from central government 40.9 39.9

 201.4 188.8

 

 
2011 

£m 
2010

£m 

Non-current  

Other receivables 0.6 1.8

Trade receivables at nominal value of £2.6m (2010: £3.6m) were impaired and fully provided for. Movements in the provision for impairment of 
receivables were as follows: 

 

Individually 
impaired

£m 

Collectively 
impaired

£m 

Continuing  
operations 

£m 

Discontinued 
operations  
individually  

impaired 
£m 

Total
£m 

At 27 June 2009 3.9 0.5 4.4 – 4.4

Transfer to held for disposal (0.2) – (0.2) 0.2 –

Charge for the year 1.4 0.1 1.5 0.2 1.7

Utilised (1.5) (0.3) (1.8) (0.1) (1.9)

Unused amounts reversed (0.2) (0.1) (0.3) – (0.3)

At 3 July 2010 3.4 0.2 3.6 0.3 3.9

Transfer to held for disposal 0.3 – 0.3 (0.3) –

Write down on disposals (0.4) (0.1) (0.5) – (0.5)

Charge for the year 2.9 – 2.9 – 2.9

Utilised (3.3) – (3.3) – (3.3)

Unused amounts reversed (0.3) (0.1) (0.4) – (0.4)

At 2 July 2011 2.6 – 2.6 – 2.6

As at 2 July 2011, the ageing analysis of trade receivables is as follows: 

 
Total 

£m 

Neither past due 
nor impaired

£m 
< 30 days

£m 
30 – 60 days

£m 
60 – 90 days 

£m 
90 – 120 days 

£m 

Past due but 
not impaired 

> 120 days
£m 

2011 80.6 70.3 3.6 3.5 1.4 0.3 1.5

2010 85.4 76.7 3.8 1.6 1.0 1.3 1.0
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19. Cash and short term deposits 

 
2011 

£m 
2010

£m 

Cash at bank and in hand 48.6 28.3

Short term deposits 180.0 207.5

 228.6 235.8

Cash associated with discontinued operations (note 8) – 0.3

 228.6 236.1

Cash at bank and in hand earns interest at floating rates based on daily bank deposit rates. Short term deposits are made for varying periods of 
between one day and three months depending on the immediate cash requirements of the Group, and earn interest at the respective deposit 
rates. The fair value of cash and cash equivalents is not materially different from book value. 

Amounts held by rail companies included in cash at bank and on short term deposit can be distributed only with the agreement of the DfT, 
normally up to the value of revenue reserves or based on a working capital formula agreed with the DfT. As at 2 July 2011, balances amounting 
to £189.7m (2010: £204.0m) were restricted. Part of this amount is to cover deferred income for season tickets which was £104.8m at  
2 July 2011 (2010: £95.5m). 

For the purposes of the consolidated cashflow statement, cash and cash equivalents comprise the following: 

 
2011 

£m 
2010

£m 

Cash at bank and in hand 48.6 28.3

Short term deposits 180.0 207.5

Bank overdrafts (note 21) (5.0) (5.8)

 223.6 230.0

  

Cash associated with discontinued operations (note 8) – 0.3

 223.6 230.3

20. Trade and other payables 

 
2011 

£m 

Restated 
2010 

£m 

Restated
2009

£m 

Current   

Trade payables 124.3 150.3 166.2

Other taxes and social security costs 24.1 23.7 22.2

Other payables 40.1 38.0 30.1

Deferred season ticket income 99.5 91.0 88.8

Accruals and deferred income 98.3 69.7 81.3

Payable to central Government 39.6 65.3 39.5

Government grants 2.3 2.5 4.3

 428.2 440.5 432.4

 

 
2011 

£m 
2010

£m 

Non-current  

Government grants  3.9 2.7

Other liabilities 2.4 2.6

 6.3 5.3

Terms and conditions of the above financial liabilities are as follows: 

• Trade payables are non-interest-bearing and are normally settled on 30 day terms; 

• Other payables are non-interest-bearing and have varying terms of up to 12 months. 

As described in note 2, accruals for uninsured liabilities and certain franchise commitments have been reclassified as provisions. Accordingly, 
trade and other payables as at 3 July 2010 have been reduced by £13.2m (2009: £13.1m) relating to liabilities for franchise commitments and 
uninsured claims accruals of £40.0m in 2010 (2009: £40.2m) have been reclassified from trade and other payables and included in provisions.  
As part of this revised presentation, the Group has re-assessed the analysis of these obligations between current and non current to reflect 
management’s estimate of the timing of settlements. 



 

 

21. Interest-bearing loans and borrowings 
Net debt and interest-bearing loans and borrowings 
Our net debt position comprises cash, short term deposits, interest-bearing loans and borrowings, and can be summarised as: 

Year ended 2 July 2011 
   Current Non-current  

 

Effective 
interest rate 

% Maturity 

Within 
one year

£m  

After one year  
but not more 

than five years 
£m 

After 
five years

£m 
Total

£m 

Syndicated loans (see below) 1.78 0-5 years – 84.0 – 84.0

Debt issue costs on syndicated loans (0.5) (1.5) – (2.0)

Dollar loans (see below) 1.97 0-5 years – 3.9 – 3.9

£200m Sterling 7.5 year bond (see below) 5.38 0-7 years – – 200.0 200.0

Debt issue costs (0.4) (1.5) (0.4) (2.3)

Finance leases and HP commitments (see below) 4.89 0-5 years 2.4 3.1 – 5.5

Bank overdraft (note 19) 1.50 On demand 5.0 – – 5.0

Total interest-bearing loans and borrowings 6.5 88.0 199.6 294.1

Debt issue costs 0.9 3.0 0.4 4.3

Total interest-bearing loans and borrowings  
(gross of debt issue costs) 7.4 91.0 200.0 298.4

Cash and short term deposits (note 19) (228.6) – – (228.6)

Net debt (221.2) 91.0 200.0 69.8

  

Restricted cash   189.7

Adjusted net debt  259.5

Year ended 3 July 2010 
   Current Non-current  

 

Effective 
interest rate 

% Maturity 

Within 
one year

£m  

After one year  
but not more  

than five years 
£m 

After 
five years

£m 
Total

£m 

Syndicated loans (see below) 1.02 0-3 years – 103.0 – 103.0

Debt issue costs on syndicated loans (0.7) – – (0.7)

Medium term loans (see below) 0.92 0-1 years 5.6 – – 5.6

£200m Sterling 7.5 year bond (see below) 5.38 0-8 years – – 200.0 200.0

Debt issue costs – (0.4) (2.3) (2.7)

Finance leases and HP commitments (see below) 5.26 0-5 years 6.4 3.6 – 10.0

Bank overdraft (note 19) 1.50 On demand 5.8 – – 5.8

Total interest-bearing loans and borrowings 17.1 106.2 197.7 321.0

Debt issue costs 0.7 0.4 2.3 3.4

Total interest-bearing loans and borrowings  
(gross of debt issue costs) 17.8 106.6 200.0 324.4

Cash and short term deposits (note 19) (236.1) – – (236.1)

Net debt (218.3) 106.6 200.0 88.3

  

Restricted cash   204.0

Adjusted net debt  292.3
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21. Interest-bearing loans and borrowings continued 
Analysis of Group net debt 

 

Cash and cash 
equivalents

£m 

Syndicated 
loan facility

£m 
Term loans

£m 
Dollar loan

£m 

Hire purchase/ 
finance leases 

£m 

£200m 
Sterling Bond

£m 
Total

£m 

27 June 2009 202.1 (239.0) (36.0) – (18.1) – (91.0)

On acquisitions – – – – (2.4) – (2.4)

Cashflow 28.2 136.0 30.4 – 10.5 (200.0) 5.1

3 July 2010 230.3 (103.0) (5.6) – (10.0) (200.0) (88.3)

On acquisitions – – – – (1.8) – (1.8)

Cashflow (6.7) 19.0 5.6 (3.9) 6.3 – 20.3

2 July 2011 223.6 (84.0) – (3.9) (5.5) (200.0) (69.8)

Adjusted net debt  (259.5)

Syndicated loan facility 
On 3 February 2011 the Group re-financed and entered into a new £275.0m five year syndicated loan facility, replacing the previous £280.0m 
syndicated loan facility. The new loan facility is unsecured and interest is charged at LIBOR + Margin, where the margin is dependent upon the 
gearing of the Group. 

As at 2 July 2011, £84.0m (2010: £103.0m) of the facility was drawn down.  

£200m Sterling 7.5 Year Bond 
On 24 March 2010, the Group raised a £200m bond of 7.5 years maturing on 29 September 2017 with a coupon rate of 5.375%.  

Medium term loans 
The Group currently has no medium term loans.  

 

Effective  
interest rate  

% 
2011 

£m 
2010

£m 

Fixed rate term loan – – –

Floating rate term loans – – 5.6

  – 5.6

The floating rate loan was repaid early on 2 August 2010. 

Dollar loan 
On 26 July 2010, a $10.0m facility was entered into for the purposes of financing our US Yellow school bus joint venture. As at 2 July 2011, 
$6.2m or £3.9m of this facility was drawn down. 

The dollar loan is unsecured and interest is charged at US$ LIBOR + Margin. 

Debt issue costs 
There are debt issue costs of £2.0m (2010: £0.7m) on the syndicated loan facility and £nil (2010: £nil) on medium term loans. 

The £200m sterling 7.5 year bond has debt issue costs of £2.3m (2010: £2.7m). 

The Group is subject to two covenants in relation to its borrowing facilities. The covenants specify a maximum adjusted net debt to EBITDA 
and a minimum net interest cover. At the year end and throughout the year, the Group has not been in breach of any bank covenants.  



 

 

22. Finance lease and hire purchase commitments 
The Group has finance leases and hire purchase contracts for bus vehicles and various items of plant and machinery. These contracts have  
no terms of renewal or purchase option escalation clauses. Future minimum lease payments under finance leases and hire purchase contracts, 
together with the present value of the net minimum lease payments, are as follows: 

 2011  2010 

 
Minimum payments

£m 

Present value 
of payments

£m  

Minimum  
payments 

£m 

Present value 
of payments

£m 

Within one year 2.5 2.4  6.9 6.4

After one year but not more than five years 3.5 3.1  3.8 3.6

Total minimum lease payments 6.0 –  10.7 –

Less amounts representing finance charges (0.5) –  (0.7) –

Present value of minimum lease payments 5.5 5.5  10.0 10.0

The finance lease and hire purchase commitments all relate to bus vehicles. 

23. Financial risk management objectives and policies 
Financial risk factors and management 
The Group’s principal financial instruments comprise bank loans, a sterling bond, hire purchase and finance lease contracts, and cash and short 
term deposits. The main purpose of these financial instruments is to provide an appropriate level of net debt to fund the Group’s activities, 
namely working capital, fixed asset expenditure, acquisitions, dividends and share buybacks. The Group has various other financial instruments 
such as trade receivables and trade payables, which arise directly from its operations. 

The Group also enters into derivative transactions, primarily interest rate swaps and fuel swaps. The purpose of these is to manage the interest 
rate and fuel price risks arising from the Group’s operations and its sources of finance. 

It is, and has been throughout 2011 and 2010, the Group’s policy that no trading in derivatives shall be undertaken and derivatives are only 
purchased for internal benefit. 

The main financial risks arising from the Group’s activities are interest rate risk, liquidity risk and credit risk. Risks arising from fuel derivatives are 
explained in note 24. 
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23. Financial risk management objectives and policies continued 
Interest rate risk 
The Group borrows and deposits funds and is exposed to changes in interest rates. The Board’s policy toward cash deposits is to deposit cash 
short term on UK money markets. Interest payable on senior bank borrowings is based on re-fixing the rate of interest over short periods of 
time of up to 36 months. During the year the Group has partially managed interest rate risk by hedging. Excluding fixed rate debt, the Group 
has net borrowings and hence the present adverse risk is an increase in interest rates. 

The maturity and interest rate profile of the financial assets and liabilities of the Group as at 2 July 2011 is as follows: 

 

Average  
rate 

% 

Within 
1 year

£m 
1-2 years

£m 
2-3 years

£m 
3-4 years

£m 
4-5 years 

£m 

More than
5 years

£m 
Total

£m 

Year ended 2 July 2011   

Floating rate liabilities/(assets)   

Bank overdrafts 1.50 5.0 – – – – – 5.0

Variable rate loans 1.78 – – – – 87.9 87.9

Obligations under finance lease and hire 
purchase contracts – – – – – – – –

Interest rate swaps 2.25 (52.0) (80.0) – – – – (132.0)

Gross floating rate (assets)/liabilities  (47.0) (80.0) – – 87.9 – (39.1)

Cash assets 0.65 (228.6) – – – – – (228.6)

Net floating rate (assets)/liabilities  (275.6) (80.0) – – 87.9 – (267.7)

Fixed rate liabilities   

£200m Sterling 7.5 year bond 5.38 – – – – – 200.0 200.0

Obligations under finance lease and hire 
purchase contracts 4.89 2.4 1.5 0.4 0.5 0.7 – 5.5

Interest rate swaps 2.25 52.0 80.0 – – – – 132.0

  54.4 81.5 0.4 0.5 0.7 200.0 337.5

Total floating and fixed profile  (221.2) 1.5 0.4 0.5 88.6 200.0 69.8

   

Year ended 3 July 2010   

Floating rate liabilities/(assets)   

Bank overdrafts 1.50 5.8 – – – – – 5.8

Variable rate loans 1.01 5.6 – 103.0 – – – 108.6

Obligations under finance lease and hire 
purchase contracts 1.31 0.8 – – – – – 0.8

Interest rate swaps 2.25 – (53.4) (80.0) – – – (133.4)

Gross floating rate liabilities/(assets)  12.2 (53.4) 23.0 – – – (18.2)

Cash assets 0.55 (236.1) – – – – – (236.1)

Net floating rate (assets)/liabilities  (223.9) (53.4) 23.0 – – – (254.3)

Fixed rate liabilities   

£200m Sterling 7.5 year bond 5.38 – – – – – 200.0 200.0

Medium term fixed rate loan – – – – – – – –

Obligations under finance lease and hire 
purchase contracts 5.68 5.5 2.3 1.0 0.3 0.1 – 9.2

Interest rate swaps 2.25 – 53.4 80.0 – – – 133.4

  5.5 55.7 81.0 0.3 0.1 200.0 342.6

Total floating and fixed profile  (218.4) 2.3 104.0 0.3 0.1 200.0 88.3

Interest on financial instruments classified as floating rate is re-priced at intervals of less than one year. Interest on financial instruments classified 
as fixed rate is fixed until the maturity of the instrument. The other financial instruments of the Group that are not included in the above tables 
are non-interest-bearing and are therefore not subject to interest rate risk. 



 

 

At 2 July 2011, the Group had four interest rate swaps totalling £130.0m. One of these interest rate swaps fixes the interest on part of  
the variable rate syndicated loan – £50.0m was fixed at 2.39% plus margin until December 2012. The remaining three interest rate swaps 
totalling £80.0m are now ineffective. During the year ended 2 July 2011, these four interest swaps have resulted in a realised loss of £2.1m 
(2010: £3.0m). 

These swaps result in a net fixed rate liability of £2.0m at 2 July 2011 (2010: £3.4m liability). Hence the adverse risk at year end is a decrease  
in interest rates. 

Interest rate risk table 
The following table demonstrates the sensitivity to a reasonably possible change in interest rates, with all other variables held constant, of the 
Group’s profit before tax (through the impact on floating rate borrowings). 

 
Increase/decrease in 

basis points 

Effect on profit 
before tax 

£m 
Effect on equity

£m 

2011   

GBP 50.0 (0.1) (0.1)

GBP (50.0) 0.1 0.1

   

2010   

GBP 50.0 (0.5) (0.5)

GBP (50.0) 0.5 0.5

Liquidity risk 
The Group has in place a £275.0m syndicated loan facility which allows the Group to maintain liquidity within the desired gearing range.  

Available liquidity as at 2 July 2011 was as follows: 

 
2011 

£m 
2010

£m 

Amount drawn down under syndicated loan facility 84.0 103.0

Total available facility 275.0 280.0

Headroom 191.0 177.0

On 24 March 2010, the Group raised a £200m bond of 7.5 years maturing on 29 September 2017. The level of drawdown and prevailing 
interest rates are detailed in note 21.  

The Group’s road passenger vehicles can be financed by hire purchase or finance lease arrangements, or term loans at fixed rates of interest 
over two to five year primary borrowing periods. This provides a regular inflow of funding to cover expenditure as it arises. 

Foreign currency risk 
On 26 July 2010, a $10.0m facility was agreed with RBS to ensure dollar investment in our US joint venture is funded by dollar borrowings  
to provide an effective foreign currency hedge. 

The amount drawn on the facility reflects the investment in and the working capital requirements of the Group’s share in its US joint venture. 
As the investment and borrowings are both denominated in US $ this provides a natural hedge over the Group’s foreign currency exposure. 

Credit risk 
The Group’s credit risk is primarily attributable to its trade receivables and cash deposits (see note 18). The maximum credit risk exposure of 
the Group comprises the amounts presented in the balance sheet, which are stated net of provisions for doubtful debt. A provision is made 
where there is an identified loss event which, based on previous experience, is evidence of a reduction in the recoverability of future cashflows. 

The majority of the Group’s receivables are with public (or quasi-public) bodies (such as the DfT). The Group does not consider these 
counterparties to be a significant credit risk. Outside of this, the Group does not consider it has significant concentrations of credit risk.  
Risk of exposure to non-return of cash on deposit is managed through a treasury policy of holding deposits with banks rated A+ or Aa3  
or above by at least one of the credit rating agencies. Our treasury policy outlines the maximum level of deposit that can be placed with  
any one given financial institution. 
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23. Financial risk management objectives and policies continued 
Contractual payments 
The table below summarises the maturity profile of the Group’s financial liabilities at 2 July 2011 based on contractual undiscounted payments. 

Year ended 2 July 2011 

 
On demand

£m 

Less than 
3 months

£m 
3 to 12 months

£m 
1 to 5 years 

£m 
> 5 years 

£m 
Total

£m 

Interest-bearing loans and borrowings 5.0 1.5 2.6 97.5 – 106.6

£200m Sterling 7.5 year bond – 10.4 – 41.5 212.4 264.3

Other financial liabilities  – 0.4 1.3 0.4 – 2.1

Trade and other payables 37.6 209.9 39.0 2.0 0.2 288.7

 42.6 222.2 42.9 141.4 212.6 661.7

 
Year ended 3 July 2010 (restated) 

 
On demand

£m 

Less than 
3 months

£m 
3 to 12 months

£m 
1 to 5 years 

£m 
> 5 years 

£m 
Total

£m 

Interest-bearing loans and borrowings 5.8 3.7 6.9 110.6 – 127.0

£200m Sterling 7.5 year bond – 5.9 – 47.0 235.3 288.2

Other financial liabilities  – 2.0 5.9 3.3 – 11.2

Trade and other payables 51.4 213.1 44.4 1.0 1.1 311.0

 57.2 224.7 57.2 161.9 236.4 737.4

Managing capital 
During the year the Group obtained investment grade long term credit ratings from Standard & Poor’s and Moody’s as follows: 

Standard & Poor’s  BBB – (Stable outlook) 

Moody’s  Baa3 (Stable outlook) 

The Group manages its capital structure such that net debt (adjusted to exclude restricted cash) to EBITDA (before exceptionals) is within  
a range which retains an investment grade debt rating. Adjusted net debt at the year end was £259.5m (2010: £292.3m), equivalent to  
1.58x (2010 restated: 1.94x) EBITDA in line with the Group’s aim to maintain an adjusted net debt to EBITDA ratio of 1.5x to 2.5x through  
the cycle. 

Operating leases 
The Group uses operating leases for bus and coach purchases across the Group primarily where the vehicles service specific contracts to 
mitigate the risk of ownership at the end of the contract. This results in £1.5m (2010: £1.2m) of cost within operating charges which would 
otherwise have been charged to interest. The Group holds operating leases for its bus fleet with an asset capital value of 38.0m (2010: £31.2m). 

The majority of assets in the rail division are financed by operating leases, in particular rolling stock. Leases are entered into by the respective 
operating companies and are not the subject of parent company guarantees. 



 

 

24. Derivatives and financial instruments 
a. Fair values 
The fair values of the Group’s financial instruments carried in the financial statements have been reviewed as at 2 July 2011 and are as follows:  

Year ended 2 July 2011 

 
Amortised cost 

£m 

Held for trading –  
fair value through 

profit and loss 
£m 

Total  
carrying value 

£m 
Fair value

£m 

Fuel price derivatives – 19.3 19.3 19.3

Interest rate derivatives – (2.0) (2.0) (2.0)

Net financial assets – 17.3 17.3 17.3

Obligations under finance lease and hire purchase contracts (5.5) – (5.5) (5.5)

 (5.5) 17.3 11.8 11.8

Year ended 3 July 2010 

 
Amortised cost

£m 

Held for trading –  
Fair value through 

profit and loss 
£m 

Total  
carrying value 

£m 
Fair value

£m 

Fuel price derivatives – (0.5) (0.5) (0.5)

Interest rate derivatives – (3.4) (3.4) (3.4)

Net financial liabilities – (3.9) (3.9) (3.9)

Obligations under finance lease and hire purchase contracts (10.0) – (10.0) (10.0)

 (10.0) (3.9) (13.9) (13.9)

The fair value of all other assets and liabilities in notes 18, 20 and 21 is not significantly different to their carrying amount with the exception  
of the £200m sterling 7.5 year bond which has a fair value of £207.0m but is carried at its amortised cost of £200.0m. The fair value of the 
£200m sterling 7.5 year bond has been determined by reference to the price available from the market on which the bond is traded. The fuel 
price derivatives and interest rate swaps were valued externally by the respective banks by comparison with the market fuel price for the 
relevant date. 

All other fair values shown above have been calculated by discounting cash flows at prevailing interest rates. 

The Group uses the following hierarchy for determining and disclosing the fair value of financial instruments by valuation technique: 

Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities: 

Level 2: other techniques for which all inputs which have a significant effect on the recorded fair value are observable, either directly or 
indirectly; and 

Level 3: techniques which use inputs which have a significant effect on the recorded fair value that are not based on observable market data. 

As at 2 July 2011, the Group has used a level 2 valuation technique to determine the fair value of all financial instruments. During the year 
ended 2 July 2011, there were no transfers between valuation levels. 

b. Hedging activities 
Fuel derivatives 
The Group is exposed to commodity price risk as a result of fuel usage. The Group closely monitors fuel prices and uses fuel derivatives  
to hedge its exposure to increases in fuel prices, when it deems appropriate.  

At the year end, the Group had various fuel price swaps in place. For the 2012, 2013 and 2014 financial years cashflow hedges were placed 
over 122, 72 and 31 million litres of fuel respectively. The fair value of the asset or liability has been recognised on the balance sheet. The value 
has been generated since the date of the acquisition of the instruments due to the movement in market fuel prices. 

As at 2 July 2011 the Group had derivatives against bus fuel of 105 million litres for the year ending 30 June 2012, representing approximately 
91.0% of the anticipated fuel usage in our bus division. As at 2 July 2011 the Group also had derivatives against bus fuel for the 2013 and 2014 
financial years of 58 and 31 million litres respectively.  

As at 2 July 2011 the Group had derivatives against rail fuel of 17 million litres for the year ending 30 June 2011, representing the anticipated 
fuel usage in London Midland and Southern. As at 2 July 2011 the Group also had further derivatives for the 2013 financial year of 14 million 
litres of rail fuel. 
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24. Derivatives and financial instruments continued 
The Group’s hedging policy for the target percentage of anticipated bus fuel usage hedged for the next year and subsequent two years  
is as follows: 

 2012 2013 2014 

Percentage to hedge per Group policy 100.0% 50.0% 25.0%

Actual percentage hedged 91.0% 50.0% 27.0%

25. Provisions 

 
Depots

£m 

Onerous 
contracts

£m 

Franchise 
commitments 

£m 

Uninsured 
claims 

£m 
Total

£m 

At 27 June 2009 (restated) 4.3 1.5 13.1 40.2 59.1

Provided 3.0 1.0 11.3 15.2 30.5

Utilised – (0.9) – (15.4) (16.3)

At 3 July 2010 (restated) 7.3 1.6 24.4 40.0 73.3

Provided – – 26.6 24.6 51.2

Utilised – (0.3) – (15.6) (15.9)

Released – (0.3) (2.3) – (2.6)

Disposed – (0.6) – – (0.6)

Transferred to creditors – – (3.9) – (3.9)

At 2 July 2011 7.3 0.4 44.8 49.0 101.5

 

 
2011 

£m 
2010 

£m 
2009

£m 

Current 21.9 27.6 15.4

Non current 79.6 45.7 43.7

 101.5 73.3 59.1

At 2 July 2011 the depots provision has been maintained at £7.3m, representing ongoing legal actions relating to planning consent issues 
expected to be incurred within four years. 

During the year ended 2 July 2011 the onerous contract provision in the aviation services division reduced from £0.6m to £nil as a result of  
the sale of the remaining aviation services in the year. The onerous contract provision in the bus division reduced from £1.0m to £0.4m as the 
expected costs were incurred on operating lease commitments served by articulated buses being phased out. Onerous contracts provisions are 
expected to be incurred within three years, with £0.2m being classified as current. 

Franchise commitments comprise £40.1m dilapidation provisions on vehicles, depots and stations across our three active rail franchises and 
£4.7m claims of other disputes. Of the dilapidation provisions, £1.4m are classified as current, and all of the £4.7m income claims are classified 
as current. The provisions are based on management’s assessment of most probable outcomes, supported where appropriate by valuations 
from professional external advisers. The dilapidations will be incurred as part of a rolling maintenance contract  
over the next six years. 

Following a management review, it was decided that uninsured claims be classified as provisions given the expected timing and nature of  
these claims. Of the uninsured claims, £15.6m are classified as current and £33.4m are classified as non current based on past experience of 
uninsured claims paid out annually. It is estimated that the majority of uninsured claims will be settled within the next six years. 

Provisions at 27 June 2009 have been increased by the uninsured claims liability of £40.2m and by £13.1m in respect of franchise commitments, 
previously included within trade and other payables. Provisions at 3 July 2010 have been increased by the uninsured claims liability of £40.0m 
and by £13.2m in respect of franchise commitments, previously included within trade and other payables. The accounting policies in note 2 
describe the basis for this revised presentation. 



 

 

26. Issued capital and reserves 

 
2011 

£m 
2010

£m 

62.5 million 10p ordinary shares 6.3 6.3

 

 Allotted, called up and fully paid 

 Millions 
2011 

£m Millions 
2010

£m 

As at 3 July 2010 & 2 July 2011 46.9 4.7 46.9 4.7

The Company has one class of ordinary shares which carry no right to fixed income. 

Share capital 
Share capital represents proceeds on issue of the Company’s equity, both nominal value and share premium. 

Reserve for own shares 
The reserve for own shares is in respect of 4,034,657 ordinary shares (8.6% of share capital), of which 132,427 are held for Directors’ bonus 
plans and LTIP arrangements. 

The remaining shares were purchased in order to enhance shareholders’ returns and are being held as treasury shares for future issue in 
appropriate circumstances. During the year ended 2 July 2011 the Company has purchased 58,632 shares (2010: 26,447 shares) for potential 
LTIP awards that may vest in the future (and Directors’ bonus plans 2010). A consideration of £0.8m (2010: £0.3m) including expenses was 
made for the shares purchased during the year. The Company has not cancelled any shares during the year (2010: no shares). 

Other reserve 
The other reserve represents the premium on shares that have been issued to fund or part fund acquisitions made by the Group.  
This treatment is in line with Section 612 of the Companies Act 2006. 

Hedging reserve 
The hedging reserve records the movement in value of fuel price derivatives, offset by any movements recognised directly in equity. 

Capital redemption reserve 
The redemption reserve reflects the nominal value of cancelled shares. 

27. Commitments and contingencies 
Capital commitments 

 
2011 

£m 
2010

£m 

Contracted for but not provided 68.8 10.4

Operating lease commitments – Group as lessee 
The Group has entered into commercial leases on certain properties and other items. Renewals are at the option of the lessee. There are no 
restrictions placed upon the lessee by entering into these leases. 

Future minimum rentals payable under non-cancellable operating leases as at 2 July 2011 are as follows: 

As at 2 July 2011 

 
Bus vehicles

£m 
Bus property

£m 

Other 
non rail

£m 

Rail rolling  
stock 

£m 

Rail access  
charges 

£m 
Rail other

£m 

Within one year 14.0 2.3 0.1 303.7 354.2 96.5

In the second to fifth years inclusive 35.7 2.2 0.1 785.3 1,017.2 231.2

Over five years 0.5 1.5 – – – –

 50.2 6.0 0.2 1,089.0 1,371.4 327.7

As at 3 July 2010 

 
Bus vehicles

£m 
Bus property

£m 

Other 
non rail

£m 

Rail rolling  
stock 

£m 

Rail access  
charges 

£m 
Rail other

£m 

Within one year 12.2 2.6 3.4 297.5 354.4 96.4

In the second to fifth years inclusive 30.6 5.3 8.9 728.1 898.2 190.0

Over five years 0.3 1.1 28.8 36.0 44.4 8.5

 43.1 9.0 41.1 1,061.6 1,297.0 294.9

Details of the lease cost for the period are shown in note 5 and note 8. 
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27. Commitments and contingencies continued 
Operating lease commitments – Group as lessor 
The Group’s train operating companies hold agreements under which they sub-lease rolling stock, and agreements with Network Rail for access 
to the railway infrastructure (track, stations and depots). 

Future minimum rentals payable under non-cancellable operating leases as at 2 July 2011 are as follows: 

 2011  2010 

 

Land and 
buildings

£m 

Other rail 
agreements

£m  

Land and  
buildings 

£m 

Other rail 
agreements

£m 

Within one year 2.4 21.7  2.8 18.5

After one year but not more than five years 4.1 63.3  5.5 48.8

More than five years – –  0.2 1.3

 6.5 85.0  8.5 68.6

Performance bonds 
The Group has provided bank guaranteed performance bonds of £87.1m (2010: £111.0m), and season ticket bonds of £128.6m (2010: 
£116.7m) to the DfT in support of the Group’s rail franchise operations.  

These bonds are supported by a 65% several guarantee from The Go-Ahead Group plc and a 35% several guarantee from Keolis S.A. 

To support subsidiary companies in their normal course of business, the Group has indemnified certain banks and insurance companies who 
have issued certain performance bonds and a letter of credit. The letter of credit at 2 July 2011 is £38.0m (2010: £35.0m). 

28. Pensions 
Retirement benefit obligations consist of the following: 

 2011  2010 

 

Bus & Aviation 
Services

£m 
Rail
£m 

Total
£m  

Bus & Aviation 
Services 

£m 
Rail
£m 

Total
£m 

Pre-tax pension liabilities (59.9) (17.0) (76.9) (96.9) – (96.9)

Deferred tax asset 15.6 4.4 20.0 27.1 – 27.1

Post tax pension scheme liabilities (44.3) (12.6) (56.9) (69.8) – (69.8)

Actuarial gains/(losses) on defined benefit pension plans 29.7 (16.8) 12.9 (28.6) 6.1 (22.5)

Bus and aviation schemes 
The Go-Ahead Group Pension Plan 
For the majority of non-rail employees, the Group operates one main pension scheme, The Go-Ahead Group Pension Plan (the ‘Go-Ahead 
Plan’), which consists of a funded defined benefit scheme and a defined contribution section as follows: 

The defined contribution section of The Go-Ahead Plan is not contracted-out of the State Second Pension Scheme and is open to new 
entrants. The expense recognised for the defined contribution section of The Go-Ahead Plan is £5.2m (2010: £5.4m) being the contributions 
paid and payable. 

The defined benefit section of The Go-Ahead Plan is contracted-out of the State Second Pension Scheme and provides benefits based on a 
member’s final salary. The assets of the scheme are held in a separate trustee-administered fund. Contributions to this section are assessed in 
accordance with the advice of an independent qualified actuary. The section is effectively closed to new entrants. As a result, it can be expected 
that the service cost will increase in future as a percentage of payroll. However, this percentage is likely to be applied to a reducing total 
pensionable payroll. 

The Go-Ahead Plan is a Group plan for related companies where risks are shared. The overall costs of the Go-Ahead Plan have been 
recognised in the Group’s financial statements according to IAS 19. Each of the participating companies accounts on the basis of contributions 
paid by that company. The Group accounts for the difference between the aggregate IAS 19 cost of the scheme and the aggregate 
contributions paid. 

Wilts & Dorset Pension Scheme and Southern Vectis Group Pension Plan 
Some employees of our Go South Coast operations participate in the Wilts & Dorset Pension Scheme or the Southern Vectis Group Pension 
Plan. These are defined benefit schemes which are externally funded and contracted-out of the State Second Pension Scheme. Contributions to 
the schemes are assessed in accordance with the advice of an independent qualified actuary. The schemes are closed to new entrants, however 
eligible employees can join the defined contribution section of The Go-Ahead Group Pension Plan. 

The expense recognised for the defined contribution section of the Wilts & Dorset Scheme and Southern Vectis Group Pension Plan is £0.1m 
(2010: £01.m) being the contributions paid and payable.  



 

 

Other pension plans 
A defined benefit plan exists for a small number of employees who transferred from East Thames Buses. Similarly some employees of Plymouth 
Citybus have entitlement to a Devon County Council defined benefit plan. Both schemes are externally funded. Contributions to the scheme 
are assessed in accordance with the advice of an independent qualified actuary. Both schemes are now closed to new entrants. 

Other pension arrangements 
A small number of employees in aviance had access to separate defined contribution pension arrangements as part of legacy agreements.  

The expense recognised for this is £nil (2010: £0.1m), being the contributions paid. 

Summary of year end assumptions 

 
2011 

% 
2010

% 

Retail price index inflation 3.7 3.3

Consumer price index inflation 2.7 n/a

Discount rate 5.6 5.3

Rate of increase in salaries 4.7 4.3

Rate of increase of pensions in payment and deferred pension* 2.7 3.3

* In excess of any Guaranteed Minimum Pension (GMP) element. 

The discount rate is based on the anticipated return of AA rated corporate bonds with a term matching the maturity of the scheme liabilities. 

The most significant non-financial assumption is the assumed rate of longevity. The table below shows the life expectancy assumptions used in 
the accounting assessments based on the life expectancy of a male member of each pension scheme at age 65. 

 
2011 

Years 
2010
Years 

Pensioner 19 19

Non-pensioner 20 20

The expected return on assets has been derived as the weighted average of the expected returns from each of the main asset classes  
(i.e. equities and bonds). The expected return for each asset class reflects a combination of historical performance analysis, the forward looking 
views of the financial markets (suggested by the yields available), and the views of investment organisations.  

Sensitivity analysis 
In making the valuation, the above assumptions have been used. For non-rail pension schemes, the following is an approximate sensitivity 
analysis of the impact of the change in the key assumptions. In isolation the following adjustments would adjust the pension deficit and cost  
as shown. 

 2011 

 
Pension deficit 

£m 
Pension cost 

£m 

Discount factor – increase of 0.1% (9.5) (0.4)

Price inflation – increase of 0.1% 8.7 –

Rate of increase in salaries – increase of 0.1% 2.0 0.1

Rate of increase of pensions in payment – increase of 0.1% 5.4 0.3

Increase in life expectancy of pensioners or non-pensioners by 1 year 18.8 1.3

Category of assets at the year end 
 2011  2010 (Restated) 

 £m %  £m % 

Equities 177.6 37.8  181.0 43.1

Bonds 37.6 8.0  39.1 9.3

Property 31.5 6.7  32.3 7.7

Cash/other* 223.1 47.5  167.6 39.9

 469.8 100.0  420.0 100.0

*  This includes The Go-Ahead Plan’s liability driven investing portfolio, which was previously recorded under ‘bonds’. 
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28. Pensions continued 
The weighted average expected long term rates of return were: 

 
2011 

% p.a. 
2010

% p.a. 

Weighted average rate of return 6.6 6.8

Funding position of the Group’s pension arrangements 

 
2011

£m 
2010

£m 
2009 

£m 
2008 

£m 
2007

£m 

Employer’s share of pension scheme:   

Liabilities at the end of the year (529.7) (516.9) (428.7) (436.2) (404.5)

Assets at fair value 469.8 420.0 352.7 376.8 380.0

Pension scheme liability (59.9) (96.9) (76.0) (59.4) (24.5)

Pension cost for the financial year  

 
2011 

£m 
2010

£m 

Service cost 6.7 6.3

Interest cost on liabilities 27.2 26.6

Expected return on assets (28.7) (27.5)

Pension costs 5.2 5.4

Curtailment gain (exceptional items) – (2.2)

Total pension costs 5.2 3.2

Experience recognised in other comprehensive income 

 
2011

£m 
2010

£m 
2009 

£m 
2008 

£m 
2007

£m 

Experience gains/(losses) on pension scheme liabilities 9.6 (68.6) 28.8 (10.5) 35.0

Experience gains/(losses) on assets 20.1 40.0 (49.7) (39.6) 25.6

Total gains/(losses) recognised in other comprehensive 
income during the year 29.7 (28.6) (20.9) (50.1) 60.6

The Directors were unable to determine how much of the pension scheme deficit recognised on transition to IFRSs and then taken directly to 
equity is attributable to actuarial gains and losses since the inception of the pension schemes. Consequently the Directors are unable to 
determine the amounts of actuarial gains and losses that would have been recognised in other comprehensive income before 3 July 2004. 

Analysis of the change in the pension scheme liabilities over the financial year 

 
2011 

£m 
2010

£m 

Employer’s share of pension scheme liabilities – at start of year 516.9 428.7

Service cost  11.8 12.1

Interest cost  27.2 26.6

Actuarial (gains)/losses*  (9.6) 68.6

Benefits paid (16.6) (16.9)

Curtailments – (2.2)

Employer’s share of pension scheme liabilities – at end of year 529.7 516.9

* The actuarial gain of £9.6m in the year to 2 July 2011 includes the impact of an actuarial gain of £12.6m relating to the change from RPI to CPI. 

Analysis of the change in the pension scheme assets over the financial year 

 
2011 

£m 
2010

£m 

Fair value of assets – at start of year 420.0 352.7

Expected return on assets  28.7 27.5

Actuarial gains on assets  20.1 40.0

Company contributions 12.5 10.9

Employee contributions (including age related rebates) 5.1 5.8

Benefits paid (16.6) (16.9)

Fair value of plan assets – at end of year 469.8 420.0

 



 

 

Estimated contributions for future 
 £m 

Estimated company contributions in financial year 2012 13.2

Estimated employee contributions in financial year 2012 4.5

Estimated total contributions in financial year 2012 17.7

Rail schemes 
The Railways Pension Scheme (the RPS) 
The majority of employees in our train operating companies are members of sections of the RPS, a funded defined benefit scheme. The RPS  
is a shared costs scheme, with assets and liabilities split 60%/40% between the franchise holder/employee respectively. The RPS sections are all 
open to new entrants and the assets and liabilities of each company’s section are separately identifiable and segregated for funding purposes. 

In addition to the defined benefit cost, BRASS matching AVC company contributions of £0.9m (2010: £1.2m) were paid in the year. 

It is our experience that all pension obligations to the RPS cease on expiry of the franchises without cash or other settlement, and therefore the 
obligations recognised on the balance sheet under IAS 19 are only those that are expected to be funded during the franchise term. However, in 
spite of our past experience and that of other train operating companies proving otherwise, our legal obligations are not restricted. On entering 
into a franchise, the operator becomes the designated employer for the term of the contract and under the RPS rules is obliged to meet the 
schedule of contributions agreed with the scheme trustees and actuaries, in respect of which no funding cap is set out in the franchise contract.  

Summary of year end assumptions 

 
2011 

% 
2010

% 

Retail price index inflation 3.7 3.3

Consumer price index inflation 2.7 n/a

Discount rate 5.6 5.3

Rate of increase in salaries 4.7 4.3

Rate of increase of pensions in payment and deferred pension* 2.7 3.3

* In excess of any Guaranteed Minimum Pension (GMP) element. 

The discount rate is based on the anticipated return of AA rated corporate bonds with a term matching the maturity of the scheme liabilities. 

The most significant non-financial assumption is the assumed rate of longevity. The table below shows the life expectancy assumptions used in 
the accounting assessments based on the life expectancy of a male member of each pension scheme at age 65. 

 
2011 
years 

2010
years 

Pensioner 20 20

Non-Pensioner 22 22

The expected return on assets has been derived as the weighted average of the expected returns from each of the main asset classes  
(i.e. equities and bonds). The expected return for each asset class reflects a combination of historical performance analysis, the forward looking 
views of the financial markets (suggested by the yields available), and the views of investment organisations.  

Category of assets at the year end 
 2011  2010 

 £m %  £m % 

Equities 916.5 89.7  528.3 61.6

Bonds 50.1 4.9  96.9 11.3

Property 49.0 4.8  126.1 14.7

Cash 6.1 0.6  106.4 12.4

 1,021.7 100.0  857.7 100.0

The weighted average expected long term rates of return were: 

 
2011 

% p.a. 
2010

% p.a. 

Weighted average rate of return 8.0 7.5
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28. Pensions continued 
Funding position of the Group’s pension arrangements 

 
2011

£m 
2010

£m 
2009 

£m 
2008 

£m 
2007

£m 

Employer’s share of pension scheme:   

Liabilities at the end of the year (1,232.4) (1,195.2) (937.1) (1,026.5) (652.0)

Assets at fair value 1,021.7 857.7 705.8 869.7 651.8

Gross deficit (210.7) (337.5) (231.3) (156.8) (0.2)

Franchise adjustment 193.7 337.5 223.8 156.8 (2.1)

Pension scheme liability (17.0) – (7.5) – (2.3)

Pension cost for the financial year  

 
2011 

£m 
2010

£m 

Service cost 42.9 38.1

Interest cost on liabilities 45.4 40.8

Expected return on assets (38.7) (34.5)

Interest on franchise adjustments (17.8) (13.5)

Pension cost 31.8 30.9

Experience recognised in Other Comprehensive Income 

 
2011

£m 
2010

£m 
2009 

£m 
2008 

£m 
2007

£m 

Experience gains/(losses) on pension scheme liabilities 96.4 (136.4) 89.6 (65.3) 4.8

Experience gains/(losses) on assets 48.3 41.9 (152.9) (81.5) 36.4

Franchise adjustment movement* (161.5) 100.6 57.3 152.3 (26.8)

Total (losses)/gains recognised in other comprehensive 
income during the year (16.8) 6.1 (6.0) 5.5 14.4

* The franchise adjustment movement of £161.5m in the year to 2 July 2011 includes the impact of a franchise adjustment movement of £140.4m relating to the change from RPI to CPI. 

The Directors were unable to determine how much of the pension scheme deficit recognised on transition to IFRSs and then taken directly  
to equity is attributable to actuarial gains and losses since the inception of the pension schemes. Consequently the Directors are unable to 
determine the amounts of actuarial gains and losses that would have been recognised in other comprehensive income before 3 July 2004. 

Analysis of the change in the pension scheme liabilities over the financial year 

 
2011 

£m 
2010

£m 

Employer’s share of pension scheme liabilities – at start of year 1,195.2 937.1

Franchise adjustment (337.5) (223.8)

 857.7 713.3

Liability movement for members’ share of assets  77.8 71.1

Service cost  42.9 38.1

Interest cost  45.4 40.8

Interest on franchise adjustment (17.8) (13.5)

Actuarial (gains)/losses  (96.4) 136.4

Benefits paid* (32.4) (27.9)

Disposal of New Southern Railway Limited – (269.9)

Addition of Southern Railway Limited  – 269.9

Franchise adjustment movement 161.5 (100.6)

 1,038.7 857.7

Franchise adjustment 193.7 337.5

Employer’s share of pension scheme liabilities – at end of year 1,232.4 1,195.2

* The actuarial gain of £96.4m in the year to 2 July 2011 includes the impact of an actuarial gain of £124.1m relating to the change from RPI to CPI. 



 

 

Analysis of the change in the pension scheme assets over the financial year 

 
2011 

£m 
2010

£m 

Fair value of assets – at start of year 857.7 705.8

Expected return on assets  38.7 34.5

Actuarial gains on assets  48.3 41.9

Company contributions 31.6 32.3

Benefits paid (32.4) (27.9)

Disposal of New Southern Railway Limited – (269.9)

Addition of Southern Railway Limited  – 269.9

Members’ share of movement of assets 77.8 71.1

Fair value of plan assets – at end of year 1,021.7 857.7

Estimated contributions for future 
 £m 

Estimated company contributions in financial year 2012 32.4

Estimated employee contributions in financial year 2012 21.5

Estimated total contributions in financial year 2012 53.9

IAS 19 would require the Group to account for its legal obligation under the formal terms of the RPS and its constructive obligation under  
the terms of each franchise agreement. Following industry practice, the Group has concluded that the appropriate accounting policy for the  
RPS to ensure that the financial statements present fairly the Group’s financial position, financial performance and cashflows, is to recognise its 
constructive but not its legal RPS defined benefit obligations. In all other respects the Group’s accounting policy is consistent with IAS 19 and 
the treatment adopted for non-rail defined benefit schemes. In doing so, the Group has applied the provisions of paragraph 17 of IAS 1 and 
departed from the requirements of IAS 19 in order to achieve a fair presentation of the Group’s obligations regarding its rail schemes and 
prevent gains arising on transfer of the existing RPS deficits to a new franchise owner at exit. 

The total surplus or deficit recorded is adjusted by way of a ‘franchise adjustment’, which is that portion of the deficit or surplus projected  
to exist at the end of the franchise which the Group will not be required to fund or benefit from. 

If the Group had accounted for the rail schemes in accordance with the full provisions of IAS 19 the following adjustments would have been 
made to the financial statements: 

 
2011 

£m 
2010

£m 

Balance sheet  

Defined benefit pension plan (193.7) (337.5)

Deferred tax asset 46.9 89.7

Intangible asset 13.3 17.2

 (133.5) (230.6)

Other comprehensive income  

Actuarial (losses)/gains (161.5) 100.6

Tax on actuarial losses/(gains) 42.0 (28.2)

 (119.5) 72.4

Income statement  

Operating costs – franchise adjustment (17.8) (13.5)

Intangible asset amortisation 3.9 4.0

Deferred tax charge 3.6 2.7

 (10.3) (6.8)

IAS 19 disclosures 
All of the above plans have been accounted for under IAS 19 covering employee benefits.  
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29. Related party disclosures and Group undertakings 
The consolidated financial statements include the financial statements of The Go-Ahead Group plc and the following material Group 
undertakings: 

  % equity interest 

Name Country of incorporation  2011 2010 

Principal Subsidiaries   

Go-Ahead Holding Limited United Kingdom*  100 100

   

Go North East Limited United Kingdom   100 100

London General Transport Services Limited United Kingdom   100 100

London Central Bus Company Limited United Kingdom  100 100

Dockland Buses Limited United Kingdom  100 100

Blue Triangle Buses Limited United Kingdom  100 100

Metrobus Limited United Kingdom  100 100

Brighton & Hove Bus and Coach Company Limited United Kingdom  100 100

City of Oxford Motor Services Limited United Kingdom  100 100

Go South Coast Limited United Kingdom  100 100

Plymouth Citybus Limited United Kingdom  100 100

Konectbus Limited United Kingdom  100 100

Thames Travel (Wallingford) Limited United Kingdom  100 –

   

New Southern Railway Limited United Kingdom** 65 65

London and South Eastern Railway Limited United Kingdom** 65 65

London and Birmingham Railway Limited United Kingdom** 65 65

Southern Railway Limited United Kingdom** 65 65

Govia Limited United Kingdom** 65 65

   

Abingdon Bus Company Limited United Kingdom  100 100

aviance UK Limited United Kingdom  100 100

Reed Aviation Limited United Kingdom  – 100

Meteor Parking Limited United Kingdom  – 100

Nikaro Limited United Kingdom  – 100

   

Go-Ahead Leasing Limited United Kingdom  100 100

   

Go-Ahead Holding LLC United States of America  100 100

Jointly controlled entities   

Go-Ahead North America LLC United States of America  50 50

* Held by The Go-Ahead Group plc. All other companies are held through subsidiary undertakings. 

**  The rail companies are 65% owned by The Go-Ahead Group plc and 35% owned by Keolis S.A. and held through Govia Limited. 

Transactions with other related parties 
The Group meets certain costs of administering the Group’s retirement benefit plans, including the provision of meeting space and office 
support functions to the trustees. Costs borne on behalf of the retirement benefit plans amounted to £0.4m (2010: £0.3m). 

Compensation of key management personnel of the Group 
The key management are considered to be the Directors of the Group. 

 
2011 

£m 

Restated 
2010

£m 

Salaries 1.4 1.3

Bonus 1.0 1.1

Pension contributions 0.1 0.1

Share based payments – –

 2.5 2.5

 



FINANCIAL STATEMENTS 
INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF  
GO-AHEAD GROUP PLC 

 

We have audited the parent company financial statements of the  
Go-Ahead Group Plc for the year ended 2 July 2011 which comprise 
the parent company balance sheet and the related notes 1 to 15.  
The financial reporting framework that has been applied in their 
preparation is applicable law and United Kingdom Accounting 
Standards (United Kingdom Generally Accepted Accounting Practice). 

This report is made solely to the Company’s members, as a body, in 
accordance with Chapter 3 of Part 16 of the Companies Act 2006. 
Our audit work has been undertaken so that we might state to  
the Company’s members those matters we are required to state to 
them in an auditors’ report and for no other purpose. To the fullest 
extent permitted by law, we do not accept or assume responsibility  
to anyone other than the Company and the Company’s members  
as a body, for our audit work, for this report, or for the opinions  
we have formed.  

Respective responsibilities of Directors and Auditor 
As explained more fully in the Directors’ Responsibilities Statement 
set out on page 80, the Directors are responsible for the preparation 
of the parent company financial statements and for being satisfied  
that they give a true and fair view. Our responsibility is to audit  
and express an opinion on the parent company financial statements  
in accordance with applicable law and International Standards on 
Auditing (UK and Ireland). Those standards require us to comply  
with the Auditing Practices Board’s Ethical Standards for Auditors. 

Scope of the audit of the financial statements 
An audit involves obtaining evidence about the amounts and 
disclosures in the financial statements sufficient to give reasonable 
assurance that the financial statements are free from material 
misstatement, whether caused by fraud or error. This includes an 
assessment of: whether the accounting policies are appropriate to the 
parent company’s circumstances and have been consistently applied 
and adequately disclosed; the reasonableness of significant accounting 
estimates made by the Directors; and the overall presentation of the 
financial statements. In addition, we read all the financial and non-
financial information in the annual report and accounts to identify 
material inconsistencies with the audited financial statements.  
If we become aware of any apparent material misstatements  
or inconsistencies we consider the implications for our report. 

Opinion on financial statements 
In our opinion the parent company financial statements: 

• give a true and fair view of the state of the Company’s affairs  
as at 2 July 2011; 

• have been properly prepared in accordance with United Kingdom 
Generally Accepted Accounting Practice; and 

• have been prepared in accordance with the requirements of the 
Companies Act 2006. 

Opinion on other matter prescribed by the  
Companies Act 2006 
In our opinion: 

• the part of the Directors’ Remuneration Report to be audited  
has been properly prepared in accordance with the Companies 
Act 2006; and 

• the information given in the Directors’ Report for the financial 
year for which the financial statements are prepared is consistent 
with the parent company financial statements. 

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

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

• the parent company financial statements and the part of  
the Directors’ Remuneration Report to be audited are not  
in agreement with the accounting records and returns; or 

• certain disclosures of Directors’ remuneration specified by  
law are not made; or 

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

Other matter 
We have reported separately on the Group financial statements  
of the Go-Ahead Group plc for the year ended 2 July 2011. 

 

Kathryn Barrow (Senior statutory auditor) 
for and on behalf of Ernst & Young LLP, Statutory Auditor 
London 

31 August 2011 

 

Notes: 

1. The maintenance and integrity of the Go-Ahead Group plc 
website is the responsibility of the Directors; the work carried out 
by the auditors does not involve consideration of these matters 
and, accordingly, the auditors accept no responsibility for any 
changes that may have occurred to the financial statements since 
they were initially presented on the website. 

2. Legislation in the United Kingdom governing the preparation and 
dissemination of financial statements may differ from legislation in 
other jurisdictions. 
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PARENT COMPANY BALANCE SHEET 
AS AT 2 JULY 2011 

 

 Notes 
2011 

£m 

Restated 

2010
£m 

Fixed assets   

Tangible assets 2 82.5 83.3

Investments 3 151.9 151.9

Financial assets  0.8 4.3

  235.2 239.5

   

Current assets   

Debtors: amounts falling due within one year 4 553.1 559.4

Cash on deposit  – –

Financial assets  8.8 3.3

  561.9 562.7

   

Creditors: amounts falling due within one year 5 (121.0) (126.4)

   

Net current assets  440.9 436.3

   

Total assets less current liabilities  676.1 675.8

   

Creditors: amounts falling due after more than one year 5 (199.9) (200.6)

Provisions for liabilities: deferred taxation 6 – (0.1)

Provisions for liabilities: other 7 (9.5) (8.5)

   

Net assets  466.7 466.6

   

Capital and reserves   

Share capital 9, 10 4.7 4.7

Share premium 10 67.4 67.4

Revaluation reserve 10 10.3 10.3

Other reserve 10 8.8 8.8

Capital redemption reserve 10 0.7 0.7

Reserve for own shares 10 (69.8) (69.0)

Profit and loss account 10 444.6 443.7

Equity shareholders’ funds  466.7 466.6

 

 

Keith Down, Group Finance Director 
31 August 2011 
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DIRECTORS’ RESPONSIBILITIES IN RELATION TO THE  
PARENT COMPANY FINANCIAL STATEMENTS 

 

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

Company law requires the Directors to prepare financial statements 
for each financial year. Under that law the Directors have elected to 
prepare the financial statements in accordance with United Kingdom 
Generally Accepted Accounting Practice (United Kingdom Accounting 
Standards and applicable law). Under company law the Directors 
must not approve the financial statements unless they are satisfied 
that they give a true and fair view of the state of affairs of the 
Company and of the profit or loss of the Company for that period.  
In preparing these financial statements, the Directors are required to:  

• select suitable accounting policies and then apply them 
consistently;  

• make judgements and accounting estimates that are reasonable 
and prudent;  

• state whether applicable UK Accounting Standards have been 
followed, subject to any material departures disclosed and 
explained in the financial statements; and  

• prepare the financial statements on the going concern basis  
unless it is inappropriate to presume that the Company will 
continue in business.  

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

The Directors are responsible for the maintenance and integrity of  
the corporate and financial information included on the Company’s 
website. Legislation in the United Kingdom governing the preparation 
and dissemination of financial statements may differ from legislation in 
other jurisdictions. 
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1. Parent company accounting policies 
Basis of preparation 
The separate financial statements of the Company are presented as 
required by the Companies Act 2006 and were approved for issue  
on 31 August 2011. They have been prepared in accordance with 
applicable United Kingdom Generally Accepted Accounting Practice. 

No profit and loss account is presented by the Company as  
permitted by Section 408 of the Companies Act 2006 and the 
Company has taken the exemptions under FRS 1 to not present  
a cashflow statement.  

The Company has taken advantage of the exemption available to 
parent companies under FRS 29 Financial Instruments: Disclosures so 
as not to provide the information otherwise required by the standard, 
as the Group’s consolidated financial statements, in which the 
Company is included, provide equivalent disclosures for the Group 
under IFRS 7 Financial Instruments: Disclosures. 

Tangible fixed assets 
Property, plant and equipment is stated at cost or deemed cost less 
accumulated depreciation and any impairment in value. Freehold land 
is not depreciated. 

Assets held under finance leases are depreciated over the shorter  
of their expected useful lives and the lease terms. 

Depreciation is charged to the profit and loss account based on cost 
or valuation, less estimated residual value of each asset evenly over  
its expected useful life as follows: 

Short leasehold land and buildings The life of the lease 

Freehold buildings and  
long leasehold land and buildings Over 10 to 100 years 

Plant and equipment   Over 3 to 15 years 

The carrying values of items of property, plant and equipment  
are reviewed for impairment when events or changes in 
circumstances indicate the carrying value may not be recoverable.  
If any such indication exists the assets are written down to their 
recoverable amount. 

Investments 
Fixed asset investments in subsidiaries and associates are shown at 
cost less provision for impairment. 

Pension benefits 
The Company is a member of The Go-Ahead Group Pension Plan 
operated by The Go-Ahead Group plc for the majority of its 
employees. This defined benefit scheme is a multi-employer scheme 
for which the individual employer’s share of the underlying assets and 
liabilities cannot be identified and accordingly the Company accounts 
for them as defined contribution schemes. 

For the defined contribution schemes, the amount charged to the 
profit and loss account in respect of pension costs and other post-
retirement benefits is the contributions payable in the year. 
Differences between contributions payable in the year and 
contributions actually paid are shown as either accruals or 
prepayments in the balance sheet. 

Share based payments 
Amendment to FRS 20 
The amendment clarifies the accounting for Group cash-settled share 
based payment transactions, where a subsidiary receives goods or 
services from employees or suppliers but the parent or another entity 
in the Group pays for those goods or services.  

Adoption of the amendment to FRS 20 did not have a material 
impact on the financial performance or position of the Company. 

The Company has taken advantage of the transitional provision  
of FRS 20 and has applied FRS20 only to those options granted  
after 7 November 2002. The cost of options granted to employees  
is measured by reference to the fair value at the date at which they  
are granted, determined by an external valuation using an appropriate 
pricing model. In valuing equity-settled options, no account is taken  
of any performance conditions, other than conditions linked to the 
price of the shares of The Go-Ahead Group plc (‘market conditions’), 
to conditions not related to performance or service (‘non-vesting 
conditions’) and to earnings per share criteria. 

The cost of options is recognised in the profit and loss account  
over the period from grant to vesting date, being the date on which 
the relevant employees become fully entitled to the award, with a 
corresponding increase in equity. The cumulative expense recognised, 
at each reporting date, reflects the extent to which the period to 
vesting has expired and the Directors’ best estimate of the number  
of options that will ultimately vest or, in the case of an instrument 
subject to a market or non-vesting condition, be treated as vesting  
as described above. This includes any award where non-vesting 
conditions within the control of the Group or the employee are  
not met. 

No cost is recognised for awards that do not ultimately vest except 
for awards where vesting is conditional upon a market or non-vesting 
condition, which are treated as vesting irrespective of whether or  
not the market or non-vesting condition is satisfied, provided that all 
other performance conditions are satisfied. Where an equity-settled 
award is cancelled, it is treated as if it had vested on the date of 
cancellation, and any cost not yet recognised for the award is 
recognised immediately.  

Deferred tax 
The charge for taxation is based on the profit for the year and takes 
into account taxation deferred because of timing differences between 
the treatment of certain items for taxation and accounting purposes. 

Deferred taxation is provided on all timing differences which have 
originated but not reversed at the balance sheet date. Except where 
otherwise required by accounting standards, no timing differences are 
recognised in respect of: 

• property revaluation surpluses where there is no commitment to 
sell the asset; 

• gains on sale of assets where those gains have been rolled over 
into replacement assets; 

• deferred tax assets except to the extent that it is more likely than 
not that they will be recovered. 

Deferred tax is calculated at the enacted rates at which it is estimated 
the tax will be payable. The deferred tax provision is not discounted 
to net present value. 



 

 

Uninsured liabilities 
The Company limits its exposure to the cost of motor, employer and 
public liability claims through insurance policies issued by third parties. 
These provide individual claim cover, subject to high excess limits and 
an annual aggregate stop loss for total claims within the excess limits. 
A liability is recognised for the estimated cost to the Company to 
settle claims for incidents occurring prior to the balance sheet date, 
subject to the overall stop loss.  

The estimation of this liability is made after taking appropriate 
professional advice and is based on an assessment of the expected 
settlement on known claims, together with an estimate of settlements 
that will be made in respect of incidents occurring prior to the balance 
sheet date but that have not yet been reported to the Company. 

The Group has accumulated considerable experience in the 
evaluation and management of such claims and has historically 
classified this liability as an accrual within the current liabilities.  
As part of our regular review of reporting practices and policies,  
we have given full consideration to the classification of this liability  
in the balance sheet. In light of developing trends relating to the 
nature of claims and the increasing time involved in their resolution, 
the Group has determined that there is no longer a sufficient degree 
of certainty to classify all of this liability as an accrual rather than as a 
provision. As a result, this liability is now classified within provisions 
and accompanied by the disclosures relating to their creation, 
utilisation and re-measurement of these obligations. We believe that 
this change in presentation provides more relevant information and 
aids comparability with our peers in the industry. Comparatives have 
been restated to show the effect of these changes. 

The impact of this reclassification on the balance sheet is set out  
in notes 5 and 7. There is no effect on amounts reported in the 
income statement. 

Treasury shares 
Re-acquired shares in the Company, which remain uncancelled,  
are deducted from equity. Consideration paid and the associated 
costs are also recognised in shareholders’ funds as a separate reserve 
for own shares. Any gain or loss on the purchase, sale, issue or 
cancellation of the Company’s shares is transferred from the reserve 
for own shares to profit and loss. 

Financial assets 
Financial assets are accounted for in accordance with FRS 26.  
Financial assets are initially recognised at fair value, being the 
transaction price plus directly attributable transaction costs. 

The Company uses energy derivatives to hedge its risks associated 
with fuel price fluctuations. Such derivatives are initially recognised at 
fair value by reference to market values for similar instruments, and 
subsequently remeasured at fair value at each balance sheet date. 

Changes in the fair value of financial instruments that are designated 
and effective as hedges of future cashflows are recognised in other 
comprehensive income and the ineffective portion is recognised 
immediately in the profit and loss account. When the cashflow hedge 
results in the recognition of a non-financial asset or a liability, then  
at the time that asset or liability is recognised, the associated gains or 
losses on the derivative that had previously been recognised in other 
comprehensive income are included in the initial measurement of that 
non-financial asset or liability. For hedges that do not result in the 
recognition of an asset or a liability, amounts deferred in equity are 
recognised in the profit and loss account in the period in which the 
hedged item affects net profit or loss. 

For derivatives that do not qualify for hedge accounting, any gains  
or losses arising from changes in fair value are taken directly to the 
profit and loss account as they arise. 

Hedge accounting is discontinued when the derivative expires or  
is sold, terminated or exercised without replacement or rollover,  
or otherwise no longer qualifies for hedge accounting. At that point  
in time, any cumulative gain or loss on the hedging instrument 
recognised in other comprehensive income is kept in equity until  
the forecast transaction occurs, at which point it is taken to the profit 
and loss account or included in the initial carrying amount of the 
related non-financial asset as described above. If a hedged transaction 
is no longer expected to occur, the net cumulative gain or loss 
recognised in other comprehensive income is transferred to the profit 
and loss account. 

Leasing commitments 
Leases where a significant portion of all the risks and rewards of 
ownership are retained by the lessor are classified as operating leases. 
Rentals payable under operating leases, and the amortisation of lease 
incentives and initial direct costs in securing leases, are charged to the 
profit and loss account on a straight-line basis over the lease term. 

Debt 
Debt is initially stated at the amount of the net proceeds, being the 
fair value of the consideration received after deduction of issue costs. 
Following initial recognition the carrying amount is measured at 
amortised cost using the effective interest method. Amortisation of 
liabilities and any gains and losses arising on the repurchase, settlement 
or other derecognition of debt are recognised directly in the profit 
and loss account. 
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2. Tangible fixed assets 

 

Freehold land 
and buildings

£m 

Leasehold  
properties 

£m 

Plant and  
equipment 

£m 
Total

£m 

Cost or valuation:   

At 3 July 2010 78.5 5.8 11.3 95.6

Additions 1.1 0.2 1.9 3.2

Disposal of Meteor (0.5) – – (0.5)

At 2 July 2011  79.1 6.0 13.2 98.3

   

Depreciation:   

At 3 July 2010 7.5 1.3 3.5 12.3

Charge for the year 0.5 0.2 2.8 3.5

At 2 July 2011 8.0 1.5 6.3 15.8

   

Net book value:   

At 2 July 2011 71.1 4.5 6.9 82.5

At 3 July 2010 71.0 4.5 7.8 83.3

Freehold land and buildings include non-depreciable land amounting to £27.6m (2010: £27.8m). 

The net book value of leasehold properties comprises: 

 
2011 

£m 
2010

£m 

Leases with 50 or more years unexpired 1.2 1.2

3. Fixed asset investments 

 

Shares in Group 
companies

£m 

Cost or valuation: 

At 3 July 2010 & 2 July 2011 151.9

 

Provisions:  

At 3 July 2010 & 2 July 2011 –

 

Net carrying amount: 

At 3 July 2010 & 2 July 2011 151.9

For details of the principal operating subsidiary undertakings as at 2 July 2011, refer to note 29 of the Group financial statements. As permitted 
under Section 410 (1) and (2) of the Companies Act 2006, the information is given only for the undertakings whose results or financial position, 
in the opinion of the Directors, principally affect the figures shown in the financial statements. 

4. Debtors 
Amounts falling due within one year 

 
2011 

£m 
2010

£m 

Amounts owed by Group companies 543.9 555.4

Corporation tax 5.5 0.5

Other debtors 3.7 3.5

 553.1 559.4

 



 

 

5. Creditors 
Amounts falling due within one year 

 
2011 

£m 

Restated 

2010
£m 

Bank loans and overdrafts 4.3 5.1

Amounts owed to Group undertakings 98.8 103.5

Other creditors 16.2 9.7

Other financial liabilities 1.7 8.1

 121.0 126.4

Uninsured claims of £8.5m at 3 July 2010, previously included within creditors are now shown as provisions. 

Amounts falling due after more than one year 

 
2011 

£m 
2010

£m 

Sterling 7.5 year bond repayable:  

In more than one year but not more than two years – –

In more than two years but not more than five years 3.8 –

In more than 5 years 195.7 196.6

Other financial liabilities 0.4 4.0

 199.9 200.6

The Company has no security over its liabilities.  

6. Deferred taxation 

 
Deferred tax

£m 

At 3 July 2010 (0.1)

Provided during the year 0.1

Provided directly to equity –

At 2 July 2011 –

Deferred taxation provided at the enacted rate is as follows: 

 
2011 

£m 
2010

£m 

Capital allowances in advance of depreciation (0.1) (0.2)

Other timing differences 0.1 0.1

 – (0.1)

7. Other provisions 
 

  

Uninsured
claims

£m 

As at 3 July 2010 (restated)  8.5

Provided  1.4

Utilised   (0.4)

As at 2 July 2011  9.5

Following a management review, it was decided that uninsured claims be classified as provisions given the expected timing and nature of these 
claims. It is estimated that the majority of uninsured claims will be settled within the next six years. 

Uninsured claims of £8.5m at 3 July 2010, previously included within creditors are now shown as provisions. 
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8. Pension commitments 
Defined contribution: 
The Company participates in the defined contribution scheme of The Go-Ahead Group Pension Plan. This scheme is not contracted-out of  
the State Second Pension Scheme and is open to new entrants. The expense recognised in these accounts for the year is £0.2m (2010: £0.1m) 
being the contributions paid and payable.  

Defined benefit: 
The Company participates in a scheme which is part of The Go-Ahead Group Pension Plan. The assets of the scheme are held separately  
from those of the Company in an independently administered fund.  

The most recent actuarial valuation of the scheme was at 31 March 2009 and was updated by Towers Watson LLP to take account of the 
requirements of FRS 17 in order to assess the liabilities of the scheme at 2 July 2011 and 3 July 2010. The contributions paid to the scheme are 
paid in line with the schedule of contributions, being 13.3% and 11.2% of pensionable salaries paid to upper and lower tier sections respectively.  

The defined benefit scheme is effectively closed to new entrants. As a result it can be expected that the service cost will increase in future,  
as a percentage of payroll. However, this percentage is likely to be applied to a reducing total pensionable payroll.  

The scheme is a multi-employer scheme and in accordance with FRS 17, the Company has accounted for its contributions to the scheme as  
if it were a defined contribution scheme because it is not possible to identify the Company’s share of the net assets and liabilities in the scheme 
on a consistent and reasonable basis due to the high volume of members/pensioners and the historic interaction between Group companies.  

The following disclosures provide details of the entire defined benefit scheme.  

The main assumptions are: 

 
2011 

% 
2010

% 

Rate of increase in salaries 4.7 4.3

Rate of increase in deferred pensions 2.7 3.3

Discount rate 5.6 5.3

Retail price index inflation 3.7 3.3

Consumer price index inflation 2.7 n/a

The fair value of the scheme assets and the expected rate of return, the present value of the scheme liabilities and the resulting deficit are: 

 2011  2010 

 

Long term rate of 
return expected

% 
Value

£m  

Long term rate of 
return expected 

% 
Value

£m 

Equities 7.9 139.2  7.9 147.8

Bonds 5.7 235.1  5.3 190.4

Properties 7.3 31.3  7.4 32.3

Cash 3.7 6.3  3.9 0.7

Total market value of assets 411.9   371.2

Present value of scheme liabilities (456.3)   (444.3)

Pension liability before deferred tax (44.4)   (73.1)

Related deferred tax asset 11.5   20.5

Net pension liability (32.9)   (52.6)

9. Called up share capital 
 Allotted, called up and fully paid 

 Millions 
2011 

£m Millions 
2010

£m 

As at 3 July 2010 & 2 July 2011 46.9 4.7 46.9 4.7

The Company has one class of ordinary shares which carry no right to fixed income. 



 

 

10. Share capital and reserves 

 

Share  
capital 

£m 

Share 
premium

£m 

Revaluation 
reserve

£m 

Other 
reserve

£m 

Capital 
redemption 

reserve
£m 

Reserve for 
own shares 

£m 

Profit and loss 
reserve

£m 

Total 
capital & 
reserves

£m 

At 27 June 2009 4.7 67.2 10.3 8.8 0.7 (68.8) 443.3 466.2

Profit for the year – – – – – – 34.0 34.0

Dividends – – – – – – (45.7) (45.7)

Other recognised losses – – – – – – 12.2 12.2

Acquisition of own shares – – – – – (0.3) – (0.3)

Reserve transfer  – – – – – 0.1 (0.1) –

Arising on shares issued for share options – 0.2 – – – – – 0.2

At 3 July 2010 4.7 67.4 10.3 8.8 0.7 (69.0) 443.7 466.6

Profit for the year – – – – – – 16.3 16.3

Dividends – – – – – – (23.8) (23.8)

Other recognised losses – – – – – – 8.0 8.0

Acquisition of own shares – – – – – (0.8) – (0.8)

Share based payment charge – – – – – – 0.4 0.4

At 2 July 2011 4.7 67.4 10.3 8.8 0.7 (69.8) 444.6 466.7

The cumulative amount of goodwill written off to the profit and loss reserve of the Company at 2 July 2011 is £0.2m (2010: £0.2m). 

The reserve for own shares is in respect of 4,034,657 ordinary shares (8.6% of total share capital), of which 132,427 are held for Directors’ 
bonus plans and LTIP arrangements. The remaining shares were purchased in order to enhance shareholders’ returns and are being held  
as treasury shares for re-issue in appropriate circumstances. During the year ended 2 July 2011 the Company has repurchased 58,632 shares 
(2010: 26,447 shares) for potential LTIP awards and Directors’ bonus plans that may vest in the future. A consideration of £0.8m  
(2010: £0.3m) including expenses was made for the shares purchased during the year, The Company has not cancelled any shares during  
the year (2010: no shares). 

The information required by Schedule 8 of the Large and Medium-sized Companies and Groups (Accounts and Reports) Regulations 2008  
is provided in the Directors’ Report. 

The audit fee payable in respect of the Company was £0.1m (2010: £0.1m). 

11. Operating lease commitments 
The Company’s annual commitments under non-cancellable operating leases are as follows: 

 Property 

 
2011 

£m 
2010

£m 

Within one year 0.3 0.9

In second to fifth years 1.8 1.2

 2.1 2.1

12. Capital commitments 
There were no capital commitments at 2 July 2011 (2010: £nil). 

13. Contingent liabilities 
The Company provides guarantees in respect of bank and equipment finance borrowings of the subsidiaries of The Go-Ahead Group plc. 

The Company has issued guarantees dated 30 March 2006 to participating subsidiaries of The Go-Ahead Group Pension Plan, Southern Vectis 
Group Pension Plan, and Wilts & Dorset Pension Scheme in respect of scheme liabilities arising. Total liabilities in respect of these guaranteed 
schemes were £44.4m as at 2 July 2011 (2010: £69.8m). 

At 2 July 2011 letters of credit amounting to £38.0m (2010: £35.0m) were provided by a Company banker, guaranteed by the Company,  
in favour of one of the Group’s insurers, to cover liabilities of the Company and its subsidiaries. 
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14. Share based payments 
Sharesave Scheme 
Full disclosures of the Group’s sharesave scheme, SIP and LTIP are given in note 6 to the Group financial statements. 

15. Related party transactions 
The Company has taken advantage of the exemption under FRS 8, ‘Related party disclosures’, and transactions with 100% subsidiaries of  
The Go-Ahead Group plc have not been disclosed. 

The Company owns 65% of the ordinary shares in Govia Limited. Thameslink Rail Limited, New Southern Railway Limited (‘Southern’),  
London and Southeastern Railway Limited (‘Southeastern’) and London and Birmingham Railway Limited (‘London Midland’) are 100% owned 
by Govia Limited and hence the Company owns a 65% interest. 

 GOVIA  LSER London Midland  Thameslink   New Southern   Southern 

 2011 2010  2011 2010 2011 2010 2011 2010 2011 2010  2011 2010 

Dividends paid by related party 9.0 12.2  – – – – – – – –  – –

Interest paid to related party 0.3 0.3  – – – – – – – –  – –

Loans to related party (27.0) (66.4)  – – – – – – – –  – –

Repayment of loan from related party 26.0 58.2  – – – – – – – –  – –

Management charges – –  0.8 0.7 0.7 0.8 – – – 0.2  0.8 0.7

Amounts owed from related party 44.4 42.8  – – 17.5 24.8 – – – –  0.6 2.3

Amounts owed to related party – –  49.8 37.1 – – 0.6 0.7 19.9 31.9  – –

During the year Southern, Southeastern and London Midland have traded with wholly owned subsidiaries of the Company; £4.4m  
(2010: £8.2m) of costs were incurred by Southern, Southeastern and London Midland on an arm’s length basis.  










