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Tim O'Toole – Chief Executive  I wish you good morning and welcome.  Thanks for joining 
Chris Surch, our Finance Director, and me for a review of our results for the six months 
through 30 September 2014.  We'll follow the usual format.  Chris will take you through the 
numbers then I'll get up and go through the performance in each of our divisions.  By way of 
introduction, I just wanted to touch on some of the highlights that we brought out in the pre-
close call. 
 
Most importantly, trading is in line with expectations and our performance under our recovery 
plan that we outlined at our capital markets day is on track, with balancing performances 
across our divisions. We've had encouraging signs out of First Student, certainly more positive 
than we could have forecasted a year ago.  We had good performance out of UK Rail and First 
Transit, solid performance out of UK Bus, although some of its local markets, particularly 
Scotland, and in some of legacy Greyhound, those markets are lagging the recovery we see 
elsewhere. 
 
Another point we wanted to bring out is while our results are always dominated by the second 
half because of the overlay of our fiscal year on the North American school year, on the margin 
that's even more the case this year and Chris will talk about that.  
 
In the period we also are happy to be able to confirm the negotiation of a longer extension for 
First Great Western and a shorter extension of First TransPennine Express.  We have 
participated unsuccessfully in four rail refranchising competitions. We are most disappointed, 
plainly, in not winning the ScotRail franchise primarily because we have had such a 
spectacular run of success there.  I think we were Rail Carrier of the Year three out of the last 
six years. It really is a shame that this great team won't be able to take that success forward 
into the new franchise but nonetheless we have to continue our disciplined bidding approach 
and I'll talk more about that when I go through the rail division. 
 
All in all the plan is on track and as a result we are quite confident that we can create 
sustainable improvements in shareholder value as we deliver the plan. With that I'll turn it over 
to Chris to take you through the numbers. 
 
Chris Surch – Group Finance Director  Thanks Tim and good morning.  In the usual way I 
will set out the key financial themes and try and give you some colour on the numbers.  I'll also 
cover cash flow and comment on the capital structure. 
 
Let me just start by confirming that for our full-year expectations for the Group, there is no 
change, and no change to our medium-term targets.  Profit increased by 2.4% and at the 
earnings level the increase was approximately 110%. The Group earnings per share at 64%, 
to 1.8p, is lower than the earnings increase and that's due to last year's figure having a lower 
number of weighted average shares due to the rights issue part way through the year. 
 
Cash outflow in the half of £91m, again, was in line with our expectations and there is no 
change to the full-year expectation on cash flow.  The normal inflow that you would see in the 
second half this year is offset by the working capital outflow at the end of the First Capital 
Connect franchise. Excluding UK Rail, which, as you all know, is broadly self-financing, we 
invested over £222m in capital in the half and most of that was investment in the fleet. 
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For the full year, again, no change to our expectations.  Ex-rail I would expect capex to be 
approximately £400m.  As usual, the net debt to EBITDA ratio at the 30 September was higher 
than at the year end. Return on Capital Employed for the 12 months to September was 7.8%, 
broadly similar to the number for last year and this year's number was clearly held back by the 
extreme weather conditions in the latter half of last year. As Tim said, our medium-term targets 
remain unchanged and we remain on target for achieving our ROCE target of 10% to 12%. 
 
I'm going to now go into a little bit more detail on the financial numbers and the other financial 
highlights. Reported revenue in the period was 11% lower, there are a number of structural 
reasons for that and I will come back to that in a minute.  Underlying revenue was positive in 
the period. EBITDA is slightly down, but that's driven by the lower operating days in First 
Student and exchange.  Other than First Student, in local currency EBITDA for each division 
was higher than last year. 
 
Operating profit of £104m, as I mentioned an increase of 2.4%, resulted in an increase in the 
Group margin from 3.1% to 3.5%.  I will go into each of the divisions in a moment, but the 
increase in margin is principally driven by UK Rail and by UK Bus.  Other than First Student, 
and in the same way as EBITDA, in local currency each division's profit was higher than the 
same period last year. 
 
I do remind you, and as Tim mentioned, that our results remain weighted to the second half.  
They're even more weighted this year and that's purely down to the operating day impact 
within First Student. Interest costs are lower, that's principally due to the rights issue proceeds 
being received part way through last year, and also due to the interest impacts on floating rate 
debts clearly being lower during the period.  
 
If I come back to the structural reasons that are driving the 11% reduction in revenue, 
principally in UK Rail then firstly it's a reduction in the revenue support on both the First Great 
Western and First Capital Connect contracts of approximately £200m.  There is no impact on 
profit because that's essentially offset by lower premium payments on those two contracts. 
Secondly, a reduction of approximately £100m in the First ScotRail subsidy and, again, 
minimal impact on profit because that's offset by an equivalent reduction in the track access 
charges. 
 
Then in UK Bus, as you know we sold a number of businesses last year, principally London.  
Last year's figure included £56m of revenue that related to those businesses. Again under 
normal accounting practice we took out the profit last year so there is no profit impact. So 
excluding these items revenue is essentially flat.  If I then take out the impact of exchange 
underlying revenue increased by just short of 4% in the period and this growth is driven by UK 
Rail increasing revenue at 6.5%, by First Transit at 9% and there were also contributions from 
UK Bus and from Greyhound. The impact of these differential growth rates on revenue does 
impact the rate of profit growth and that's principally due to UK Rail, which is our lowest margin 
business, growing at a high rate and Greyhound, our highest-margin business, growing at a 
lower rate. 
 
If I now turn to the composition of each of the divisions and I should say I know you like the 
causals, and the causals are in the back of the books that you've got in front of you but I'll just 
cover this in summary terms. 
 
In First Student, as I mentioned, the main reason for the difference year on year is the 
operating day impact and this year was particularly impacted by the timing of Easter.  For the 
year as a whole there will be no operating day impact on either revenue or on profit. Other than 
the successful bid season the first half really reflected what we've seen in previous years, with 
inflation outweighing contract price indexation on the two-thirds of the contracts that were yet 
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to go through the re-pricing. The half also included the benefits of the recovery from school 
weather days and that was even more than usual because of the extreme weather conditions 
last year. Also in the half-year numbers it reflects the progress that we are making on the cost 
efficiency programs, our $50m costs programme.  For the full year we are on track to be at the 
upper end of our revenue expectations and, therefore, I expect the margin to be between 7.5% 
and 8%. 
 
Not a lot to say on First Transit; 9% revenue growth in dollar terms during the period and 
continued good margins. 
 
Greyhound revenue continues to move forward, with like for like growth of 2.7%, which was at 
the lower end of our expectations, reflecting the economic pressures on our core customer 
demographic.  We've done, as you know, a lot to increase the flexibility of our cost base within 
Greyhound and that has allowed us to hold our margins, despite these pressures, essentially 
flat. 
 
Turning now to UK Bus, and I do remind you that last year's number included £56m of 
revenue relating to mainly London.  In the half we delivered like-for-like revenue and volume 
growth of just over 2% and within that commercial volumes are growing faster than the overall 
figure, at just over 3%.  Concessionary volumes were essentially flat. Our focus, as it is across 
the whole of the Group, remains on cost efficiencies and good progress has been made during 
the period, with £6m worth of savings and I would expect this to accelerate during the second 
half. 
 
In UK Rail I explained earlier the reason for the structural changes in the revenue number.  
Operationally rail does continue to deliver, with a 6.5% revenue growth underpinned by volume 
growth of 3.5%.  Profit also improved during the period, with First Great Western returning to 
typical commercial terms. 
 
In Group items we have taken certain costs centrally as we drive forward Group-wide initiatives 
to support the transformation across the Group, hence, the increase. There are a number of 
non-trading items which we have pulled out separately to clarify the performance of the 
divisions.  And you can see on the chart that, other than the usual amortisation of intangibles 
charge at the top of the chart, the rest of the items net to essentially a very small number. They 
include a gain on the disposal of a large Greyhound facility in Miami and we already have the 
cash for this; provisions for two very old, and by that I mean pre-Laidlaw acquisition legal 
claims; and the write-off of old IT licenses following a review. 
 
On cash the chart shows the key items and if I exclude disposal proceeds, so essentially 
Miami in the period just ended, and London bus last year, net cash flow increased in the period 
by £45m compared with last year. That's despite higher levels of investment both in capex and 
in other growth opportunities and the increasing cash mainly comes from a lower working 
capital outflow, substantially reduced spend on provisions and lower interest costs. 
 
As we've previously indicated, there will be a £70m cash outflow associated with the First 
Capital Connect franchise.  Although there are clear benefits from the progress we've made in 
the Student bidding season this year, contract retention at the upper end of our planning 
assumptions will lower the short-term cash flow benefits of cascading buses in the current 
year. Taking this and the other cash movements into account that means we expect the cash 
outflow for this year to be £100m and as I mentioned earlier that's no change to what we have 
previously guided. 
 
On the overall financial position I did cover most of this with my opening comments, but we 
have good liquidity, underpinned by the new £800m revolver that we entered at the start of the 
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period; the medium-term bond programme; and on average our debt profile is 5.7 years, which 
we believe is good; and we have strong liquidity at over £900m. Our credit ratings have been 
reaffirmed by both agencies during the period and our next major refinancing is the £300m 
bond, but not until the 2018/2019 financial year. 
 
In summary, the Group's first-half performance is on track and we remain focused on 
delivering the improvement in the business and achieving our margin and ROCE targets. 
 
Thank you very much, Tim. 
 
Tim O'Toole  Thank you, Chris.   
 
Now I'll run through each of the divisions and I'll start with First Student, as we always do. Of 
course, the major item to update from the capital markets day is the success of the more 
aggressive bidding program we put in place.  Across the portfolio we received a price increase 
of 4.5%.  Now plainly that number is an average of scores and scores of individual bids key to 
the conditions of local markets. The result of it all is that the forecasts we advanced at the 
capital markets day, that that unsatisfactory band of contracts that was in the 5% margin and 
below, we said we would move that from the 36% that we shared with you then to below 30%.  
Indeed that's just what has happened, that number is now at 28%. 
 
Now, the really impressive statistic isn't that one, because you get there simply through bidding 
discipline.  The impressive statistic is that we accomplished it while maintaining a retention rate 
that was our historical average of 90%. When you add to that the share shift we've received, 
the conversions we've won, some organic and one small tuck-in, actually, the bus count for the 
year is largely flat, which, as Chris has pointed out, was definitely at the high end of our 
expectations. 
 
I want to make sure I'm very clear about the impact of this more positive pricing on the 
numbers you're looking at today and how they apply going forward.  So there's three points I 
want to draw out. The first is the more positive pricing has very little impact on the numbers 
you are looking at because, of course, these prices apply to the new school year, only one 
month of which is in the current numbers. The second point is we have to go through two more 
years of bidding to get to all of the underperforming contracts, because you'll recall about one-
third of our business comes up for bid each year.  This means our results will continue to 
endure this mismatch for some of our contracts between inflation and the indexation in the 
contract. The third point is this better bidding doesn't eliminate that mismatch, because it's 
imposed as a result of the terms dictated by some of the school districts so that means even in 
your positive contracts there is always going to be some pressure on your margin as a result of 
that mismatch in later years.   
 
That then leads you on to two further points. One is it means you have to keep bidding to 
constantly make up for that what otherwise would be a slight downdraft in your margin.  The 
second point is our efficiency program has to continue to throw up savings to help combat that 
and the fact that we are still enduring this 28% of our contracts suffering this mismatch. That's 
why at the capital markets day we announced the ambition for another $50m in saving, and we 
said that would be delivered over the planned period.  As a result of good work through this 
period we now think we'll deliver slightly less than half that amount this year and I emphasise 
that is in addition to the $100m of savings run rate that we've already delivered, so decent 
progress in hitting that goal. 
 
Now when I'm talking about this business before I've always said that the main management 
challenge here is the unrelenting grinding out of efficiencies as the result of applying best 
practice across these hundreds of locations, using the benefits of scaling up small changes, 
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and that remains the primary focus. It goes without saying that these results in the bidding 
season this year gives us all renewed confidence in being able to take this business forward 
and to deliver improvements in shareholder value. 
 
Now First Transit, as Chris said, in the period looks really pretty good; 9% growth; maintaining 
the 7% margin.  As we said at the capital markets day that growth rate will fluctuate up and 
down based on opportunities and the fact of the matter is we do not see any ability to hold that 
through the year. We think growth for the year is actually going to come out closer to around 
4%, maybe slightly better with organic growth, but primarily driven by the fact that there are 
two big contracts rolling off in the period and there isn't sufficient new business to offset them. 
We've landed six new contracts, but they all start up at the very end of the period or into the 
next, so you really won't see them in our numbers.  However, we have some equally large 
opportunities in the pipeline, so we are quite comfortable that First Transit will go forward as it 
has in the past, delivering solid growth while being able to deliver margins in excess of 7%. 
 
Turning now to Greyhound there's really three things going on in the Greyhound performance 
I want to draw out.  The first is point-to-point service, so this is BoltBus, YO! Bus, but it's really 
dominated by Greyhound Express, continues to grow profitably. On a like-for-like basis 
Greyhound Express grew at nearly 6% through the period and while that's slightly lower than 
what we've delivered in the past, if you compare that to the numbers the competitors have put 
out you see that's a very solid performance. The second point I want to draw out is that 
traditional Greyhound, so this is the long-distance operation, which does suffer competition 
from other modes, primarily car, and, to a certain extent, budget airlines, but actually much 
less from other coach operators, that tends to follow the economy. Specifically, it follows the 
spending behaviour of the bottom-third of consumers.  While there is a very real recovery 
going on in the United States it is much less so in that band and I have a graph I want to show 
you that I think depicts this that shows consumer confidence. Where you can see a real uptick 
in a view of the economy, especially at the top end of the consumers, up 11%, there is barely 
any movement with regard to the segment that Greyhound sells to and that's largely the 
challenge we face. That takes me to the third point and it's one we've talked to you about 
before.  
 
The way out of this rut of simply taking what the economy gives you and actually the way to a 
much more exciting future is the conversion of the management of Greyhound, using yield 
management tools to be able to deliver growth more along the lines of what Greyhound 
Express has been able to deliver. At the capital markets day we said the investment in those 
tools that would allow management to do that would be delivered over the next 12 months to 
18 months. We are in the middle of that and I can report we are on target. It's one thing to have 
those tools, it's another thing to have the broad enough skill set to exploit them in all of the 
different local markets.  One thing we did do in this period is we have added management that 
comes from the airlines, ex-airline management who is more experienced in this area. 
 
We can add it to the expertise we've built up with Greyhound Express as we move forward.  In 
the interim, however, we have to make use of the more flexible cost structure that's been 
developed in Greyhound to combat the more lagging growth we see in the traditional part of 
the business. We are doing that, cutting costs by pulling out miles, which we do through 
eliminating extra sections on the routes we run.  We've done this in the past and we are getting 
quite adept at it. That will be a way we continue to discipline our operations by cutting costs 
where the commercial opportunities aren't presenting themselves. 
 
Moving over to the UK, starting with UK Bus, there, we are simply doing what we said we 
would do.  We are improving the operation, which is throwing off efficiencies, but at the same 
time putting a quality product out on the street to improve our prospects. At the same time, 
market by market, we've been resetting the commercial offer.  You can see the positive impact 
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of this transformation programme in our growth numbers. We have now enjoyed 17 
consecutive periods of growth in fare-paying passengers so this year when we talk about 
growth of 2.1% fare-paying passengers have grown at 3.3%.  With the close, however, of this 
six months we do believe that this commercial reset is complete. What I mean by that is while 
we have a long, long way to go to match the level of efficiencies that other competitors are 
able to deliver and, therefore, will help drive our improvement in margin, out on the street the 
quality of service and the fare levels are now at market. What that means is we think we now 
have the same pricing power as our competitors, which will allow us going into the second half 
to begin to increase prices to offset inflation. Given the anniversary dates and the fact we are 
going to hold to increasing prices just in line with inflation, the impact in our numbers in the 
second half will be relatively modest.  That means to further improve the margins we've got to 
continue to drive the efficiencies and we have to continue to grow. 
 
Chris talked about delivering £6m of savings efficiencies in the first half.  We are going to 
double that in the second half and we are going to use our momentum to continue to grow the 
business. When you look at the growth numbers some others have put out that are fairly 
sobering you can see that the second half won't be easy, but we do have the confidence to 
deliver it.  
 
Now, this good news about our industry-leading growth, we're talking about it in the shadow of 
what is now this emerging discussion of re-regulation of buses.  I have to say, I share the 
frustration of others that it seems like in any run up to national elections buses are this 
perennial football for the politicians. We are all confident that any honest review of a 
comparison shows that the private bus network is superior by any measure, whether it's 
amount of government subsidy, fare levels, customer satisfaction. Therefore we think at the 
end of the day this government or any government is going to have to face that fact that the 
last thing it wants, or, even more importantly, the last thing it can afford is the spread of a 
regulated bus network across the UK. 
 
Let me now turn to UK Rail.  As Chris has already given you these numbers, very robust 
trading against the backdrop of the refranchising that is going on so we have had across the 
Group a revenue growth of 6.5%. As I said in my opening remarks, we are very pleased to be 
able to confirm the government's preference that we negotiate an extension of First Great 
Western through 2019 at least and that we are negotiating an extension of First TransPennine 
Express through 2016 while we prepare our bid for the new franchise, which is scheduled to be 
awarded in October of 2015. 
 
We wait with the other two bidders for the results of the East Coast franchise, which is 
scheduled to be decided some time later this month. With regard to the franchising 
competitions as I said in the beginning, we have been unsuccessful in the first four.  I have to 
say we brought the same approach to this that we actually brought to the bid for the West 
Coast. We put together an ambitious bid that offers improvement for passengers, that meets 
the government's requirements and that provides a return for our shareholders and that has to 
be our way forward. Though we came in second in two of the four bids the reality is the 
winning bids were far, far beyond our criteria but that can't change our approach, because we 
are in the business of delivering improvements in shareholder value.  We cannot put up 
uneconomic bids just for the relief of a winning headline. 
 
We believe that of the dozen or so competitions yet to be run there will be opportunities for us.  
We will continue our approach.  We will look for and continue to develop ideas and innovations 
to make our bids more compelling as we go forward. 
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We will continue to deliver growth and improvements in our ongoing operations but our 
approach has to exhibit the discipline that is required if we are to continue on this march to 
delivering improvements in shareholder value. 
 
So with that I will just wrap it up by reiterating the messages we outlined in the beginning. That 
is the plan is on track.  We stand by the guidance we have provided before.  As Chris said, our 
liquidity and financial position has been even strengthened through the period and we are 
confident in our plans and say we are confident and remain committed to the financial targets 
we have put before you in the past. With that Chris and I would be happy to answer any of 
your questions. 
 
Chris Surch  Yes.  There is a red button on the console in front of you.  If you could press that 
button, wave your hand and announce yourself so everybody else knows who you are.  Then 
hopefully we'll make this work. 
 
Damian Brewer – RBC  Damian Brewer from RBC.  Can I ask three questions, please? First 
of all, on the bus side two to three years ago you were looking at quite a substantial investment 
in ticketing technology changes.  Where are you on that?  And when does that start paying 
dividends in terms of faster journey times or better revenue?  
 
Sticking with the UK bus, you mention your change in quality.  What gives you confidence that 
that is entrenched enough now to go back to fare rises and cost reductions?  Could you share 
with us obviously some of the data you must be seeing there? 
 
And on school bus, 4.5% prices on the third that had been up, with the capex that's on that, do 
you have a feel of where the sweet spot is in terms of whether you could push harder on price 
and maybe seed a few more contracts with a little less incremental capital on that?  And again 
could you share your thoughts on that, please? 
 
Tim O'Toole OK.  So bus technology, this is the big year for us in bus technology.  It has 
already started.  We have rolled out mobile ticketing in all of our bus companies.  It's been very 
exciting. We have been able to add to our IT resources in terms of management and the 
impact has been dramatic in our bus business.  You have seen that the big five companies 
have all come out committing to delivery of smart ticketing across the UK and we are obviously 
part of that. Where you'll really see the impact of the new products and that technology is this 
very year.  This isn't some long promise for the future.  It is happening right now and we are 
already seeing it in our business. 
 
As far as quality, well, one thing that drives that estimation is the growth that we are seeing 
across our business.  We do measure the quality statistics and lost mileage, engineering 
breakdowns, all of that is down by dramatic amounts across our network. I'm talking solid 
double digits in almost every one of these statistics and we spend a lot of time obviously 
talking to our stakeholders.  I spent a lot of time in Bristol talking to the Mayor, and up in the 
Yorkshires, and we get this feedback all the time. This is one of our biggest weapons against 
re-regulation that is pushing the partnerships at the local level, and we are seeing the way our 
services are being greeted and talked about.  We are not talking about, by the way, going back 
to the old days of multiple price increases that take us off the market. We are talking about just 
staying with the competition and offsetting inflation, that's been a headwind for the last year 
and a half and has been a major distinguishing characteristic as we've drifted away from 
competitors, because we haven't been doing what they have been doing. If you compare our 
growth numbers with the revenue growth numbers others are talking about right now, as 
opposed to their volume growth, you can see the significance of that. 
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As far as the sweet spot on school buses, as you would expect, we're very pleased with what 
took place through this season, but naturally you interrogate yourself and think, well, what 
would have happened if we would have done otherwise. We did back test all of the 
competitions to see, how much more would we have wanted if we'd have maybe had a lower 
increase, which is kind of unthinkable given the returns we need. Therefore we also looked at 
what would have happened if we would have gone, say, a percentage or two higher.  Whether 
you wanted to call it our skill, which is what we like to believe, or luck, we pretty much hit the 
sweet spot this year. There is a scenario we found at a much higher level which would have 
delivered the same EBIT for, obviously, far fewer buses.  We'd have lost a lot more so 
theoretically that would have been a great outcome, because you would have had lower 
capex. The problem with making that assumption, and it's a pretty brave assumption, is that a 
lot of the contracts we won we weren't the low bidder.  We were seeing our differentiation pay 
off.  People actually liked us there, because we do have a superior technology.  We have a 
great safety record. Whether at a much more extreme pricing you still would have won those 
bids that is very hard come to that conclusion but as we go into the new year of bidding, which 
will start in not too long, we will be testing this based on local conditions. 
 
Edward Stanford – Lazarus Good morning, Edward Stanford from Lazarus.  Two questions, 
please, one just coming onto the issue of fare increases in the UK Bus. Clearly, with fuel prices 
now coming down to what extent do you feel that is a factor which would offset some of the – 
sorry, one of the factors which would hold you back in terms of the fare increases that you may 
be able to put through in the market, and how that influences the wider cost base?  I'm thinking 
particularly, obviously, of wage inflation. 
 
Secondly could you discuss the emerging theme of some sort of transport devolution in the 
north and whether that is, as you understand it today, a threat or an opportunity, or how you 
see it?  Thank you. 
 
Tim O'Toole Well, if inflation isn't there then we don't have as much of a cost issue plainly.  
The biggest thing we are seeing is as we deploy the investment in new buses the fuel savings, 
actually, just the efficiency is going up dramatically.  It has really been a big plus for us, very 
positive. Plainly as we are benefiting from fuel prices coming down that has actually been a net 
benefit and I do want to emphasise price increases in the second half is actually a pretty 
marginal factor.  It is not going to determine our success. 
 
As far as the devolution in the north we have found we can work quite successfully in a 
devolved structure.  We are happy to work in partnership at the local level. What is a big 
mistake in our opinion is anything that gives a devolved structure that also involves re-
regulation or a London-style model elsewhere. Although everybody loves to talk about the 
changes they will mandate the costs are enormous.  The difference between subsidy per 
passenger in the UK, it is £75 per passenger in London, it is £19 everywhere else in the 
country. The bill the governments have to face is the fact that the capital cost in London is paid 
in those bids.  All the buses are leased and so TfL pays for all that capital.  If you make the 
same change throughout the North, Manchester and other places, they have to pay that bill. I 
don't think any of this is fully understood yet so it isn't a question of whether they can run a bus 
network; they can, but it's going to cost them a lot more money and it will cost them a lot more 
money on an ongoing basis. The thing that is also true is that wages and benefits all go up at a 
much higher rate, which might explain why fares are so much higher here than they are 
anywhere else in the country so they also have to go up. I think when everybody goes through 
all the arguments and understands the real mass of this they will appreciate why they don't 
want to go away from a private bus network. 
 
Wenchang Ma - JP Morgan Thank you very much.  It's Wenchang Ma from JP Morgan.  Just 
two questions on the student bus business, please. First of all, just to try to understand the top-
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line growth assumptions for fiscal 2016.  So when we take into account all these factors, such 
as the current trend of the school board outsourcing and also First Student cutting further the 
sub-optimal contracts, and also your price assumptions, how should we think about the top-line 
potential there next year? 
 
And secondly, also for student bus, could you comment a little bit about the progress made so 
far on the charter business?  I'm talking about commercial charter.  So how has been the 
development so far and how much further can we still push that?  Thank you. 
 
Tim O'Toole  The top line we can't give guidance for next year because it's a function of how 
the market reacts, but what we are going to continue is with this pricing to address the sub-
standard contracts. If the impact is what we saw this year, and our position results in market 
leadership, I think the growth will be in line with the increases we are getting. If, however, 
competitors respond and decide to go with much lower prices to steal business we will balance 
that out by having a much lower capital programme.  We can't make a prediction yet about 
how the market will react the second time around.  The only commitment we can make is that 
we intend to stick with this discipline one way or another. 
 
As far as the charter business, it remains a solid, good business.  As you know we really seem 
to have turned a corner and the management of that and I think through the period it is up 
about 10%. 
 
Chris Surch  Up about 8% in the period, that is outside [charter], and again we would expect 
to see that continuing to go forward. 
 
Wenchang Ma  Thank you.  And just a quick follow up.  Could you tell us a little bit about the 
current trend in the outsourcing market in Student, please?  Do you see any more incentives 
from the school board to outsource?  Thank you. 
 
Tim O'Toole  I would say it hasn't changed in any dramatic way. 
 
Wenchang Ma  OK.  Thank you very much. 
 
Chris Surch  Yes, the conversion numbers this year are about the same as last year and are 
very, very small. 
 
Wenchang Ma  Thank you very much. 
 
Gerald Khoo – Liberum  Morning, Gerald Khoo from Liberum, three questions.  Firstly, in 
Transit what was your contract retention rate in the period?   
 
Second, in Student you've obviously talked a lot about the re-pricing of contracts, but you've 
also talked about cost inflation outstripping the indexation formula in contracts. I would have 
thought the logical way to bid a contract under that scenario, assuming that everyone else in 
the market faces that, is to start your margins higher than your target and end them lower and 
end up at the average. If that's the case how much of the price increase that you are getting 
above what you might have expected is actually that phenomenon rather than true underlying 
price increases? What I'm trying to say is how much of the price increase you've got in Student 
is actually underlying versus compensation for – pre-emptive compensation for cost inflation? 
 
And finally on UK bus how much of the margin progression from here on in is going to be cost 
driven versus any extra volume growth you might continue to have as the service 
improvements bed down? 
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Tim O'Toole  The [usual] retention rate in Transit's about 95% …  I don't have that off the top 
of my head. The two contracts we did lose which are driving the results in the second half, I 
have to say, are fairly special circumstances.  One of them we didn't make much money on, so 
I have to say, if anything, it helped our margin. 
 
In terms of contract inflations, that is how you bid, but even if you bid that way in the first year 
your margin is going to be X, it is still going to start to go down, so on the average, unless your 
new contracts are constantly offsetting that, you are going to have this eddy current going on in 
your margin. You have to just push against it the whole time.  That is the only point I was 
making that you can't price on the margin.  I was trying to signal that that is a discipline that we 
understand and would push through going forward. 
 
Chris Surch  Sorry, Tim, the other point I would add to that, Gerald, is obviously, that is one of 
the reasons we continue to push the cost efficiency programme as well, because it all goes 
into that overall equation. 
 
Tim O'Toole  As far as what drives margin for the programme in general it is 50/50.  We have 
always said that.  In the second half it could be much more weighted to efficiencies and cost 
savings. 
 
Andy Bamford – Aberforth I wondered if you could share your ideas for reducing the interest 
bill over the coming years?  Whether if the profits recover you would be able to deploy some of 
the cash that you hold on the balance sheet in a more effective way? 
 
Chris Surch  Andy, thanks.  As most people will know in the room the £1.5bn of debt is 
essentially the medium-term bond program and then the level of debt outside of that goes up 
and down throughout the year. Yes, fully accept that, certainly on a number of the bonds, the 
older bonds, that cost is relatively high compared with spot rates that you can get at the 
moment. The issue is that there are various ways of buying back those bonds, but in essence 
what has to happen when you do that is all you do is you pay for the interest costs upfront. 
Even though spot rates have effectively reduced on interest charges the price that you would 
have to buy back those bonds has effectively increased recently. Andy, I'm not saying never-
never and we continually look on this, but at the moment it does not actually gain any benefit to 
shareholders of buying back those bonds.  We will keep it obviously under review, because the 
pricing on the market of various bonds does move around. Outside of that, clearly we are 
aiming to generate, over time, cash and that obviously reduces the overall interest there. 
 
John Lawson – Investec  Right, good morning.  John Lawson, Investec, just a couple of 
questions around the UK Bus side. I wonder whether you could just share with us the relevant 
performances in the key regions.  I know in the past you've used a north/south number, but 
whether you could give us more regional what is going on in the underlying volume growth, 
underlying fares, just perhaps use commercial as a basis.  First question. 
 
Second question, I know in the past you have given a five-year target of margins in UK Bus 
circa 10%.  I wonder whether you could tell us, compared with your progression line, whether 
there has been a deviation at the end of this first half compared with the end of last year in 
getting to that 10% number. 
 
Tim O'Toole  As far as the markets, the Scotland businesses have definitely been the drag on 
the portfolio, East Scotland and Glasgow, Glasgow less so, where we have had much healthier 
growth in Bristol, in Manchester, in West Yorkshire and Sheffield. I don't know if I have brought 
it out clearly in my remarks, but I definitely wanted to point out that in those places where we 
haven't seen the growth, obviously, we have to re-double our efforts to cut costs to make sure 
that we are able to offset it.  
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As far as our trajectory to get to the 10%, we are on track.  As we said, we have to deliver the 
cost savings in the second half as well as the further growth to deliver the margin improvement 
we have signaled but we believe we can do that. 
 
Chris Surch  Guys, it's the same as the whole country; the North is tougher than the South.  
We are doing very well in the South and it's tougher in the North. 
 
Tim O'Toole  Yes, in the North, that price disparity that existed for about two years especially 
in North of England hasn't shown itself to the same extent more recently. In fact I think in the 
last period, actually, the South in certain measures was lower in growth in certain segments 
but our big issue right now is more Scotland as opposed to North England. 
 
Carlos Macedo – Goldman Sachs  Carlos Macedo, Goldmans.  A question on the rail 
business. You said that all the first winners were just outbidding you by a lot.  I just wanted to 
understand a sense of how.  Lower cost of capital of the competition?  Just higher traffic 
assumption?  Why did you lose those businesses?  And is there any synergies amongst rail 
businesses, so if you also lose East Coast the rail business becomes less attractive overall?  
 
Tim O'Toole  It is difficult to answer the first question, because we really have limited feedback 
in many ways.  As you all know I didn't appreciate it very much when someone gave extensive 
commentary on our bid in West Coast when they'd never read it and didn't know anything 
about it. Similarly, I have to be reticent about the winning bids that have beaten us, because I 
don't know what they have in those bids and what special adjustments or assumptions they 
have made. I can only tell you that with the exception of the one bid the numbers that they 
went out on weren't even on our radar screens.  That didn't fit within our analysis at all and I 
can only speak for ourselves, so as far as understanding the winning bids you have to talk to 
the winners. 
 
No, there isn't any particular, these franchises pretty much are discrete entities.  I think if you 
have a larger portfolio you can move best practice around in good ways and you can benefit 
from that, but standing alone, one of these can be a very good thing to have. 
 
Alex Brignall – Redburn  Hi, morning.  It's Alex Brignall from Redburn, just a couple of 
questions.  Firstly, on central costs there's obviously a bit of an increase in the first half.  How 
does that work through for the full year? And you talked that they came through from some of 
the divisions, so if you could give us where those costs have come from and how the margins 
might look if they are still in there? 
 
Then, secondly, and back to rail, just on East Coast you talked about lessons learned and you 
just alluded to it that it is difficult to understand the feedback.  But given who has been running 
East Coast and the history of that what different things have you taken into that bid that you 
didn't in other ones?  Thanks so much. 
 
Chris Surch  So on the first one, Alex, it is broadly 50/50 between the first half and the second 
half and where does this come from?  It has not come out of the divisions.  These are Group-
wide initiatives as we drive improvements across the whole business so it is not that we have 
stripped numbers out of the individual business. 
 
Tim O'Toole  As far as the East Coast goes, and I emphasise our East Coast bid, as I say, 
used the same approach as all of our other bids, and it went in back in June, so long before 
the ScotRail decision or Essex Thameside, so it stands on its own. The thing that is most 
apparent about the way East Coast has been run over recent years is that it has just not grown 
like any of the other networks.  So I think when average growth across the country was in the 
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low 20%s, for the same period at East Coast it is 7%. When you look at their pricing structure 
we think they have ignored all sorts of opportunities so when we put together our bid we saw 
an ability to do a lot of things that we'd done on other railways.  We think East Coast is very 
ripe for development and to advance the growth and as you know on these big revenue-
generating talks the business model for all of us is volume growth.  That is how we make 
money, that's the big drive and we think that there is a lot that could be done on East Coast. 
 
Damian Brewer – RBC  Damian Brewer, RBC, again.  Can I ask two further follow-on 
questions? First on Transit, looking at the dollar numbers for H1, you added a lot of revenue 
without much extra profit.  Is that just due to the mix of contracts, or were there some startup 
costs or something we should be aware of in there? 
 
And then the second one on rail and, particularly, Great Western could you tell us how much of 
the profit change year on year in H1 was due to the change in terms in Great Western? 
 
Then looking to the future in so much as you can on the potentially longer direct award, what 
way is that heading given the InterCity Express Program, Crossrail, Chiltern going to Oxford 
and a number of other things, like electrification?  Is that still looking like it is going to be on full 
commercial revenue risk, or are we looking more towards a management contract type of 
business? 
 
Tim O'Toole  On First Transit, one thing about the transit business, which is the exact 
opposite of what I described on Student, is that you tend to start with a lower margin and 
attempt to grow on all of these contracts and so there is a certain amount of that. 
 
With regard to First Great Western you are right.  One of the reasons why the government's 
preference is we stay in place is because of everything you just described.  This is going to be 
one hell of a challenge and they want an experienced operator. They certainly don't want an 
experienced operator that is distracted by bidding and, Network Rail, we are embedded in all 
of their project teams and they don't want to disturb the workings of that. We can't talk too 
much about projections of what the profitability will be, because we are in a negotiation with 
the Government on all those terms so we just have to wait to see. Obviously the improvement, 
period over period, is that First Great Western used to be loss making and now it is on 
commercial terms and we don't see it going to a management contract, that is not the 
discussion. 
 
Damian Brewer  And can you just say how much change in profitability on Great Western 
was? 
 
Chris Surch  Effectively what you got last year was zero, because it was provided for in the 
previous year.  Then this year we are on to more normal margins is probably as far as I will go, 
Damian. 
 
Tim O'Toole  All right, well, thank you very much for joining us here and I'm sure we will 
talking with all of you further in the next few days.  Thanks. 
 
Chris Surch  Thank you. 
 
END 


