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Transcript of FirstGroup’s pre-close trading update  
for the twelve months to 31 March 2015 

Wednesday 1 April 2015 
 
 
Operator Thank you for standing by, and welcome to the FirstGroup plc pre-close trading 
update.   
 
At this time all participants are in a listen only mode. There will be a presentation followed by a 
question and answer session at which time if you wish to ask a question you will need to press 
star one on your telephone.   
 
I must advise you this conference is being recorded today, Wednesday, April 1, 2015. Now I'll 
turn the conference over to your speaker today, Chris Surch.  Please go ahead. 
 
Chris Surch – Group Finance Director Thank you, Malcolm. Good morning, everyone and 
thank you for joining the FirstGroup pre-close trading update call for the 12 months ended 31 
March 2015. 
 
I'm joined today by Rachael Borthwick, Faisal Tabbah and Nick Chevis. As usual, I will start by 
summarising recent trading and other key events; and then, as is the norm, I will be happy to 
take any questions that you may have. 
 
In summary, overall trading for the year was in line with our expectations. Also, we continued to 
make progress in executing the multi-year plans to transform the performance of the Group, 
which will deliver sustainable value creation in the medium term. 
 
In Student, as you know we are entering the second year of our new bidding strategy.  Although 
it is early days, we have had an encouraging start to the 2015 bid season. The success of our 
2014 bid season, together with our actions to deliver further cost efficiencies, means that in 
2014/15 we made solid margin progress and this is despite some modest impacts from the late 
winter storms in parts of the northeast US. UK Bus continues to deliver the improvements in 
financial performance from revenue growth and cost reductions that we expected at this stage 
of the transformation. The lower demand in Greyhound, from the significant and sudden drop in 
fuel prices that we reported on in January, have been more than offset by Transit and Rail, 
outperforming the expectations we had at the start of the year. 
 
In the final quarter, we were also pleased to sign contracts with the DfT, which mean we will be 
operating our largest franchise, First Great Western, until at least April 2019; and TransPennine 
Express for another year. 
 
We also announced that Wolfhart Hauser will be joining the Board in May, and taking over from 
John McFarlane as Chairman after the AGM in July. Wolfhart has an exceptional track record of 
value creation and significant Board experience, and we are looking forward to welcoming him 
to the Board. John will be leaving with our sincere gratitude for the important contribution he has 
made during his tenure and we wish him every success at Barclays. 
 
Before we turn to trading by division, two quick reminders, if I may. First, due to a combination 
of pass-through contracts and our hedging strategy, our cost base is not very sensitive to fuel 
price changes in the next 12 to 18 months. Of course, oil price moves do have potentially 
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significant impacts on the demand for some of our services, especially in Greyhound, as we 
have seen. This is particularly the case when gasoline prices moves are significant in a short 
period of time. 
 
Secondly, I remind you that although a substantial proportion of our operating profits are earned 
in dollars, this is mitigated by our natural hedge at the EPS level and this comes from dollar-
denominated fuel purchases in Bus and Rail, and some dollar-denominated interest and tax 
costs. 
 
So, now let's cover each of the divisions in a little bit more detail. In First Student, you will recall 
that in the 2014 bid season we focused on winning or retaining those contracts that gave us an 
appropriate return. Overall, we achieved an average 4.5% price increase, and our contract 
retention remained good; in fact, slightly higher than the previous year. As a result, our bus 
portfolio at the end of the year was broadly similar to the prior year and we expect revenues to 
grow by approximately 1.3%.  
 
You'll remember that it will take about three years to work through most of our contract portfolio 
and the second year – that is the 2015 bid season – is now underway. We are taking the same 
approach as in 2014 and I remind you that there is a potential for the business to shrink a little. 
If this occurs, the short-term cash impact of the lost business would be more than offset by 
capex savings from cascading the freed-up buses to other contracts. It is still too early to say 
where the balance of pricing and contract retention will end up, because the contract renewals 
run all the way through to the summer, but the results so far have been encouraging. 
 
The other main focus within Student is on cost and we continue to grind out the efficiencies from 
both overhead savings and the application of consistent best practice across each of our 
depots. In the year, we have taken action to deliver approximately $20 million of the next $50 
million of cost savings that we announced last year. These are key because that cost inflation 
continues to run slightly ahead of price indexation on many of our contracts still yet to be rebid. 
 
Although, as I mentioned earlier, there was some impact from adverse weather conditions late 
in the season, in the grand context the impact was modest. As many of you will already know, 
that due to the timing of our financial year being different to a school year, the days lost to 
weather in one year can be made up in the following financial year. This will partially offset the 
lower operating days in 2015/16, which, as I mentioned in January, is due to the timing of Easter 
and Labor Day. 
 
Taking all of this into account, in 2014/15 we expect to deliver margin progress to approximately 
7.5%. Our medium-term targets remain unchanged, and that is to achieve double-digit margins 
in this division. 
 
Turning now to First Transit, which has been performing well all year, we expect to deliver 
good growth of approximately 5.5% and be at our target margin of approximately 7%. As we 
have said previously, we consider this to be an attractive margin, given the low capital 
requirement of this business. 
 
As I mentioned in January, we are monitoring developments with our shuttle business in the oil 
sands region in Canada. To date, there has been little evidence of significant cutbacks from our 
clients, but the likelihood of further growth there in the near-term must be lower than it was 
when the oil price was significantly higher. However, I would point out that one of Transit's 
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strengths is its broad portfolio of business, and we continue to see a range of further 
opportunities for growth from outsourcing and demographic change. 
 
Turning now to Greyhound, where clearly we and our competitors have seen a significant 
impact on demand from substantially lower gasoline prices. This makes a big difference to the 
affordability of coach services compared with other transport options, mainly the car. A 5.5% 
revenue reduction in the quarter means Greyhound revenues for the year will essentially be flat. 
 
Greyhound Express has been more resilient with like-for-like revenues increasing by around 3% 
for the year. We also experienced some weather-related cancellations in Greyhound in the 
fourth quarter but, again, it was not a major issue. 
 
With our fuel costs effectively fully hedged in 2014/15 and 50% hedged in 2015/16 in 
Greyhound, we have been actively managing mileage, frequencies, and pricing to mitigate the 
impact of the oil price falls on our profitability. We expect 2014/15 full-year margins to be 
modestly below last year's level. 
 
Greyhound today clearly remains very susceptible to modal shift, particularly when fuel prices 
change rapidly. This just highlights the importance of our programme to equip the business with 
better tools to stimulate and manage passenger demand. This, as many of you know includes 
the introduction of airline-style yield management, real-time pricing and new customer 
relationship systems. We already use this approach in our point-to-point brands, such as 
Greyhound Express, and the plan is on track to roll them out to the whole of our unique 
nationwide network. 
 
Our target of 12% margins for Greyhound is unchanged, though as I said in January, the exact 
timing will depend to an extent on what happens to the oil price. 
 
UK Bus continues to perform the way we expected it to at this stage in the transformation with 
volumes, yields, and margins all heading in the right direction. Overall passenger volume growth 
for the year is expected to be up by 1.1%, with commercial passenger volumes higher at 2.6%, 
offsetting lower concession volumes. We are now passing the anniversary dates of the fare 
rebasing actions in individual markets. Our revenue growth is therefore benefiting from positive 
yield from incremental price increases. For the year, we expect like-for-like passenger revenue 
growth to be approximately 2.3%. 
 
Also, we have continued to deliver cost efficiencies, and, as a result, we expect to achieve 
margin progress of approximately 1% this year, as planned. Although there is still much to do in 
Bus, we remain confident of achieving our target of double-digit margins in the medium-term. 
 
I know there has been a lot of focus recently on the potential for increased regulation in the bus 
industry, and, as Tim pointed out at the interims, this is far from unusual in an election year. 
Against the backdrop of a great deal of political rhetoric, we, and the rest of the industry, 
continue to point to the facts. On any measure, they support the view that responsive private 
operators, working in partnership with engaged local authorities, deliver the outcomes that 
passengers and tax payers want and they do it more efficiently than a London-style system 
would, outside of the Capital's unique circumstances. 
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Finally, turning to UK Rail, it continues to see strong passenger volumes, driving like-for-like 
passenger revenue growth of 6.6% for the year and that was at the top end of our expectations, 
with a strong financial performance. 
 
As I said at the outset, we were very pleased to get the First Great Western and First 
TransPennine Express contract signed in the quarter. The Great Western network 
modernisation, which will allow for new or refurbished trains throughout the network, faster and 
more frequent timetables, and substantially more seats, is going to keep us and our industry 
partners busy almost to the end of the decade. Meanwhile, we continue to develop our bid for 
the new TransPennine Express franchise, which is due to be submitted in May. There are a lot 
of franchise competitions still to come. I do, however, reiterate that we will continue to bid in a 
disciplined manner at acceptable levels of risk and reward. 
 
A few words on cash. At this stage, it's looking like we will deliver slightly better than our 
previous guidance, which, you will remember, was for a cash outflow of £100 million for the full 
year, which was mainly due to the working capital outflow of £70 million at the end of the First 
Capital Connect franchise and, as I say, I suspect we will do slightly better than that. Next year, 
before the outflow associated with the end of the ScotRail franchise of approximately £60 
million, I expect cash flow to be flat, as previously guided. 
 
In summary, the ongoing transformations of Student and Bus delivered solid margin 
improvements in the year. Although the sudden and severe drop in oil prices did impact 
Greyhound, this was more than offset by the good performances in Transit and Rail. 
 
Overall, we are in line with our expectations for the year, with our transformation programmes 
making good progress. 
 
Now, could I hand back to the operator, so that I can take any questions?   
 
Operator Thank you, sir. We will now begin the question and answer session. If you wish 
to ask a question please press star one on your telephone and wait for your name to be 
announced.  If you wish to cancel your request press the hash key.   
 
Mark Manduca – Bank of America Thanks for your time this morning, as well.  I guess the 
concern is – at these levels where the share price is – that you're going to get a risk of the 
words balance sheet and rights issue bandying about the market, and in my view, as we spoke 
about this morning, that feels fairly odd given (a) where your net debt-to-EBITDA ratios are 
versus your covenants; (b) FFO-to-debt, which is obviously what S&P looks at, that seems to be 
stabilising over the next 12 months, and is in any case directionally heading in the right 
direction; and then (c) essentially, your turnaround's moving in the right direction as well, as 
you've eloquently pointed out.  Now in that vein, can you comment a little bit more in terms of 
balance sheet, particularly your comfort around the current ratios; where the current pension 
deficit is; and any conversations that you've had with S&P?  Thanks. 
 
Chris Surch Thanks, Mark. I'm just trying to write down your three questions, and good 
morning to you.   
 
First of all, clearly, I'm not going to speculate on the share price moves, but I think you actually 
gave a good summary there of the overall balance sheet position.  In terms of your specific 
questions, net debt – or our leverage ratio – is exactly where we expected it to be at 2.3 times 
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EBITDA.  In terms of the FFO-to-net debt ratio then, that will be, at the end of March, north of 
the 23% that is the stated number required by the rating agencies – but as I've said previously, 
the way the rating agencies look at it, they look at the pin point number, but they also look at 
what is going to happen in the future. As you pointed out, as we transform this Group and 
increase the cash flows coming out of the business following the transformation, those ratios 
improve over time.  Clearly it's up to the rating agencies what rating they put on us, but as you 
said, the metrics are all moving in the right direction. 
 
You mentioned pensions. Again, that's also moving in the right direction. Certainly I get asked, 
with discount rates where they are and so on, what's happening on the deficit? The deficit at the 
end of September was around £290 million across our various schemes. Although the discount 
factor has had an impact, that's been more than offset by inflation coming in lower and the 
actual returns on our investment portfolios within the various pension schemes, so I would 
expect the deficit at the end of March to be in the £250 millions, so we've actually seen an 
improvement in those numbers. 
 
In terms of your third question, those conversations: we have regular conversations with both 
rating agencies. As I've said, it's clearly up to them how they rate us, but from our perspective, 
all of our metrics are moving in the right direction. 
 
Mark Manduca That's very clear. Thanks very much. 
 
Edward Stanford – Lazarus Morning, two questions if I may. First of all, just a quick one: the 
Transit business, could you perhaps quantify the scale of your exposure to the Canadian tar 
sands, perhaps in terms of the potential revenues? 
 
Secondly, you've obviously had very great success in Greyhound Express with yield 
management and you're now running it out across the wider Group:  could you give some 
indication of how long you think it will take to extend yield management to the wider Greyhound 
operation, and the extent to which you think you will be successful in mitigating through other 
measures the volume effects of lower fuel price?  Thank you. 
 
Chris Surch Morning Edward, thank you very much for that. First of all, on Transit, the oil 
service business, its principally within our shuttle business: and the tar sands business, its 
approximately 10% of the total Transit business, so around CAD130-odd million is the size. 
 
In terms of Greyhound, the approach that we use within the point-to-point services, Greyhound 
Express for example, is exactly the approach that we plan to roll out across the whole of our 
unique network.  In terms of timing, I think was one of your questions: there's no change to what 
we've said previously – we're right in the process at the moment of developing all the systems, 
taking on all of people to – that sounds like loads of people! – taking on the people to make sure 
it's operated well, to look at all the algorithms of all the different route options.  And that process 
is ongoing, as well as rolling out the different customer systems that will enhance their whole 
experience.  What we've previously said is that it will be operational about halfway through this 
year, and then obviously it builds as time goes on.  And there's no change to that previous 
guidance. 
 
In terms of the oil price, clearly the biggest impact –how you offset that, and why it's just so 
important for us, and why we're fully focused on it – is the implementation of that transformation, 
that yield management and the other systems I've mentioned.  But we're also taking other 
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actions, and we've moved very rapidly to reduce our cost base: so we've been taking out 
mileage, as well as making other cost savings to offset the demand impact.  Every day 
somebody comes out with a different forecast on what's going to happen on oil prices, and one 
would hope that they would increase back to previous levels over time.  But we take a cautious 
approach, and, therefore, that's why we've moved very rapidly and significantly on the cost base 
in this business. 
 
Edward Stanford Thank you. 
 
Damian Brewer – RBC Two question areas from me. First of all, UK Bus: could you give 
us some feeling of what the total volumes and total revenues did in the year, including 
concessionary, tendered work, and everything else? And then, just give us a little bit idea of – I 
know it straddles the year end – but what's happening, in particular, with Western Greyhound 
down in the southwest; what the reasons are down there?  And when you talk about the 
medium-term margin target, is that still the same date as you set out in your Capital Markets 
Day, i.e., the 10% within the three years to four years? 
 
And then secondly, on Greyhound, you talked about modest decline in margin.  What range 
does “modest” cover, in your thinking? And applying that to this year, that would suggest that 
almost H2 margin has halved.  Before the revenue management system kicks in, would one 
expect a similar sort of margin over the summer period, or is it slightly different? 
 
And then sorry for lots of questions, but the final one: given what happened in UK Bus 
historically, what kind of mileage are you taking out in Greyhound?  Is this simply duplicate 
buses that are, in a way, running two to three buses on the departure and cutting that down in 
terms of number of vehicles? 
 
Chris Surch Damian, I think that was a little bit more than two; I think I've written down seven 
here!  What I didn't catch was the 10% margins – which division were you asking on in that? 
 
Damian Brewer On UK Bus, please. 
 
Chris Surch OK. You'll have to just come back to me if I don't cover all of your questions. 
 
So, yes, overall on UK Bus – I think your first question was overall volumes and price for the 
year as a whole.  When I was talking, it was 1.1% on volumes overall, of which you've got 
positive within the commercial passenger volumes of +2.6%, offset by negative on concessions.  
But the way to think about concessions is, they tend to be pots of money on individual schemes 
and, therefore, you tend to look at the overall revenue on those rather than breaking it down into 
volume and price.  Which is why we focus very much on what's happening on the commercial 
volumes – and which is why the +2.6% is a key number for us, and that's – certainly, compared 
with what other people are seeing – that is, in our view, a very strong performance; obviously, 
reflective of the fact that we rebased the pricing in the previous year. 
 
Nick Chevis Total revenue including tenders, you've got to adjust 2013/14 for the depot 
closures and sales that we had, but when you adjust for that, it's about 2.6% on total revenue 
for Bus. 
 
Damian Brewer That's total, adjusted out for last year? 
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Nick Chevis When you adjust out for the sales last year. 
 
Chris Surch I think your next question was on Western Greyhound, which is just a very tiny 
element of… 
 
Rachael Borthwick I think you were talking about Western Greyhound, which of course isn't 
our business.  But it ceased trading in Cornwall in mid-March. We put in some short notice 
registrations just to cover some of their network that we're not currently operating on, and I think 
we have some agreement in place with Cornwall County Council and other partners, just to help 
pick up those journeys and cover those passengers.  But that's really it. 
 
Damian Brewer OK. And the medium-term target is –? 
 
Chris Surch On medium-term targets, I wasn't trying to take one specific, so let me cover 
them all.  On Student, we said – and again none of this is changed from the Capital Markets 
Day – 10% on Student in 2016/17, and again, still confident of achieving that. On Bus, we said 
our target was to exit 2016/17 at the 10% margin, and that is still our – we're still confident of 
achieving that.  Across all of our businesses, we constantly look at ways of accelerating that, 
that is true of all of them. I covered the Greyhound margin of 12% earlier; again, still very 
confident of 12%.  In achieving that margin – the way I would look at that is if oil prices remain at 
their very, very low levels you're probably talking around a year longer to get there than if they 
go back to more normal levels.  So, again – the overall summary on that, Damian, is no change 
to our margin targets, and we remain confident of delivering them. 
 
I think you asked me about Greyhound margins in the summer. They tend to run higher, 
because Greyhound in the summer is our key transport time for us and, therefore, the margins 
in the summer are relatively higher than the rest of the year. What I would expect is the first half 
of 2015/16 will clearly be impacted by the year-on-year impact of oil on the demand, assuming it 
stays at this low level, mitigated by the cost saving measures that we have taken in the last 
quarter or so.  So I would expect, if everything stayed the same on oil prices, for the second half 
to be relatively better. 
 
I think you asked on the mileage cuts. Its around 3.5% that we cut out of the total mileage in the 
final quarter; actually, a tad higher than that.  
 
Damian Brewer And was that just simply duplicate mileage, where you're running 
several…? 
 
Chris Surch Sorry, it was – what you would do is, where we've got several frequencies in the 
day we would cut out one of the frequencies; that would be the main change we would make. 
 
Damian Brewer OK, thank you very much. 
 
Chris Surch OK, great. Thank you. Thanks, Damian. 
 
Joe Thomas – HSBC A few questions from me, as well, please. Firstly, school bus, it sounds as 
though the current bidding season's going quite well. Can you just give us a sense of how many 
of your contracts, or what percentage of your contracts you've tied up now, and where pricing 
is?  And, indeed, what is happening to those smaller operators that have historically been 
disruptive in the sector? 
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Second thing, also relating to school bus, is could you just remind me what percentage of your 
contracts are on fuel cost pass through?  I think it historically used to be about 50%. 
 
Thirdly, again on school buses, are there any signs of driver cost inflation there at all, given the 
recovering US economy? 
 
And finally, on UK Bus, what sort of price increases are you pushing through now?  Are you 
seeing any resistance locally, given the rather fraught political environment? 
 
Chris Surch OK, Joe, thank you very much. Yes, on school bus, on the current bidding 
season, as I mentioned, still relatively early days: we're about one-quarter of the way through 
the bidding season at the moment. As you know it runs, particularly in New Jersey, all the way 
through to the summer. You will appreciate I won't go into too much detail on our pricing 
strategy, given it's a competitive environment, but all I will say is so far, we have seen slightly 
higher pricing than last year, and we're maintaining good retention rates, which is why I made 
the comment that, though early days, it's encouraging. 
 
In terms of the small operators, I – they're there, they're important players within the market.  
We've not really seen any difference in their approach – or I think you used the phrase 
disruptive – I would say they've neither been more or less disruptive than in previous years. 
 
In terms of the pass-through contracts: slightly above 60% of our contracts are pass through on 
the fuel costs. 
 
I think your next one was on cost inflation in US Bus. I think across all of our businesses we are 
cognizant of the fact that with recovering economies, with inflation where it is, but just generally 
wage inflation being where it is: we have taken all of that into account in our modeling.  And, 
therefore, when we re-affirmed our margin targets we have taken into account that inflation is 
higher than it has been in previous years. 
 
And I think your final question was on UK Bus prices. Again, it really depends upon individual 
markets. But basically, we're looking at the individual markets, we are putting through price 
increases at effectively market level – because we've always said what we wouldn't do is go 
back to what happened previously and put through very, very big price rises.  We're just doing 
what's appropriate for the market. 
 
About 80% of our business gave us positive yield in the final quarter of the year, which we find 
encouraging.  Other than the rhetoric that you see in some of the newspapers in terms of what's 
happening on the ground, no, we have not seen any significant resistance. 
 
Joe Thomas OK, thanks for that. And just circling back to the first answer you gave me, which 
was in school bus seeing a slightly higher pricing this year than last year, just to clarify what that 
means: does that mean a slightly higher rate of price increase this year versus last year, or just, 
in absolute terms, a slightly higher price increase? 
 
Chris Surch Slightly higher rate. But again Joe, I do want to emphasise: we still have the bulk 
of the bidding to go through – which is why I, as you know like to remain cautious. And that's 
why I'm just being cautious on that. 
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Joe Thomas Yes. Thank you. 
 
Joe Spooner – Jefferies Chris, can you just talk a little bit more about the trends you are 
seeing in those commercial passenger volumes?  It looks like things are starting to slow down in 
the fourth quarter.  I guess there's a degree to which you're re-lapping all of that work around 
rebasing fares, but can you just give a view on what's happening there?  And as you do come 
off that annualising of the fare adjustments, do you think you can keep those passenger 
volumes moving in a positive fashion? 
 
Secondly, you spoke about the challenges of cost inflation and price indexation in the school 
bus business.  As you are rebidding for those contracts, are you making any effort to realign that 
indexation with the realities of the cost base at all? 
 
Chris Surch OK, thanks, Joe. Yes, overall in [UK Bus volume] trends, clearly, as you go into 
lapping, or reaching anniversary dates, then that will always have an impact in terms of making 
it more difficult to achieve certainly the very big volume increases that we've seen previously.  
And also obviously it does depend very much on what's happening in individual locations.  
There was, I would say, a slight slowing in the fourth quarter.  But, if anything – when you go 
down all the individual regions and look what happened there, that was principally in the north, 
and particularly in Scotland. Although we've had fairly mild conditions down here in the south, 
they have seen a lot of snow and ice, and so on; and it was particularly in those areas where 
they were impacted by some weather through the winter, so it was more to do with that than 
anything else, the slight slowing of volume.  
 
The way we've always thought about this is that, over time, if the volume growth did decrease 
slightly from the very high or higher rates in the past, that would be offset by the fact that we 
were then back to normal yield levels, and that's certainly what we have seen, and we would 
expect to see in the future. But again, I would come back to – we continue to invest in improving 
our fleet, we continue to invest in looking at the ways that we make our business more 
operationally efficient – punctuality and so on. As people get and continue to get more 
confidence in us as a business – that the bus will turn up on time, which it now does – that in 
our view will continue to drive volume growth. I still think there is still a way to go on that, and I 
think that will help us in the future. I think we're now up to 22 months of consecutive volume 
growth, and I would expect that to continue going forwards. 
 
In terms of your second question, the cost inflation in rebidding: yes, that's the key – I think we 
talked about this quite a lot at the interims, and Tim talked about it when under questioning then 
– that's the key in this business: to make sure that the contracts are set at a level that we take 
account of that inflation, which is, obviously, in part, why we got ourselves into the situation that 
inflation was outpacing indexation in the old contracts.  So, as part of our process, that is what 
we are building in. 
 
Joe Spooner That's great. Thank you. 
 
Martin Brown – Shore Capital Just two questions, please. Could you give a little bit of 
detail on how Greyhound Canada is performing, just post all your discussions with the various 
regional authorities, given the more regulated nature of that market – how’s that performing 
now, particularly given the changes in fuel price and the impact on passenger volumes? 
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And then, in terms of the balance sheet, it's still some way off until we hit your first maturity on 
your bonds in September 2018.  But would you consider looking to engage bondholders in an 
early redemption, and effectively extended duration, in exchange for a lower coupon before that 
date, or do you, at this stage, expect to just let those bonds mature? 
 
Chris Surch OK, thanks, Martin.  First of all, on Greyhound Canada: as we've talked about 
before, that business has not performed to the level that we wanted it to in terms of returns, so 
we've been rationalising that business, as the miles have become deregulated we've been 
taking that out. 
 
We've actually advanced that process as the year has gone on, because the oil price impact in 
Canada has been significant.  The Canadian/US dollar exchange rate has also not helped the 
Canadian economy.  So that business remains loss making; obviously, the numbers we report 
are a combination of both the US and Canada, and Canada will be loss making again this year.  
So, for example, of the actions we've taken: we've removed around 7% of our mileage in the 
final quarter within Canada, and we continue to make cost savings in that business as we 
rationalise it. 
 
In terms of the bonds: again, the situation is unchanged from what we've reported on previously, 
which is that the bonds trade at a premium, the way the bonds are structured is that to repay the 
bonds early, you effectively pay a premium, and that, in effect – all that does is it means you're 
paying the interest charge that you would otherwise pay under the normal running of the bonds 
early, and that clearly doesn't help our leverage if we do that at a point today.  So although we 
keep it under review, it does not make economic sense to do that at the moment, although, as I 
say, market circumstances could change, so we keep it under review.  But, at the moment, it 
just doesn't make sense. 
 
Martin Brown And do you – just going back to Greyhound Canada – what's your expectation for 
2016?  Do you expect to be still loss making? 
 
Chris Surch I would expect – our aim, as we've said previously, is to get this business back 
into a breakeven, and then, in due course, a positive position. We are rationalising, as I said, 
and a lot – just like the rest of Greyhound – will depend very much on what happens on the oil 
price, but I would expect it still to be slightly loss making for 2016. 
 
Jolyon Wellington – JPMorgan A couple of questions from me, please. Firstly, on UK Bus, 
can you talk about how the margins of the individual component businesses that make up that 
varies, so what the margin profile is across that business? 
 
And then secondly, on Student, you talked about achieving some success in your repricing of 
contracts and positive trends in the retention rate.  I just wondered what – could you comment 
on what's driving the changes in the conditions in those markets? Is it more rational competitor 
activity, or maybe are the local authorities recovering slightly? Just wondered if you could give a 
bit more color on that, please. 
 
Chris Surch On Bus: there's a whole range of different margins, and it depends upon two 
things, really; partly where we started from given some of the actions taken previously, and then 
the actions that we've had to take to rebase the fare pricing structures, and obviously as I've 
said, the other parts of that: investing in the buses, and so on: that’s the first part. 
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The second part is just the economics of individual regions, so you've got some areas that are 
booming at the moment, and there are areas of the country that are still depressed.   
 
So it's hard to summarise it more than that, Jolyon, other than to say there's a whole range, as 
you would expect with any business. 
 
In terms of Student and the change, I think there's a whole – there's a number of different 
reasons. 
 
Overall, school board finances are back now at pre-recession levels. And again, the way we 
look at that is if you look at organic growth, certainly as we went into the recession we saw the 
extra services that school boards wanted, we saw those significantly decreasing.  Again, we've 
seen some improvements; but the key point is overall school board economics are better. 
 
I think the reality is, in terms of what we do and how we approach it, that it is now better in terms 
of us being – if you want – far more disciplined in saying we will only do this, and being 
prepared that if we don't get the returns that we would want, to walk away. 
 
And the competition does vary, but I think certainly some of our key competitors are making 
similar comments to the ones that we are: that they want to make sure that they get adequate 
returns on their investments, so I think it's a whole mixture of things that's leading to the 
environment that is allowing us to make progress. 
 
Jolyon Wellington OK, that's very clear. Thank you very much. 
 
Anand Date – Deutsche Bank I just had a question on cash flow, please, a couple of 
years out.  Just taking your point on the bond refinancing – so assuming we're not expecting 
anything major happening there until probably about 2017/2018 at the earliest – is it fair to 
assume that the big cash change in the business will come from better profitability from First 
Student, and primarily UK Bus? And if that's the case, could you talk a little bit about what the 
cash conversion of EBITDA is in the businesses at the moment versus what you think it should 
be in the medium term, or in three or four years’ time? Thank you – just, the point being if we 
follow the plan, and where we think these margins can get to from a P&L basis, what should we 
be thinking about that from a cash flow basis?  Thank you. 
 
Chris Surch The simple answer to your question is, yes: you're absolutely right, the increased 
cash flow comes from the turnaround in the business, from the higher margins obviously being 
driven by EBITDA, and that comes from – the extent varies in each business – but, in essence, 
it's two things: it's driving the top line, as we talked about, for example in Bus, with yield and 
continuing to get good volumes; and also, the cost efficiency programs that we're getting, and 
we're driving, we've seen coming through, and we will continue to see coming through.  And that 
is the biggest driver, by far. 
 
But you've also got then the underlying capex in some aspects of the business, so for example 
in Bus we're over-investing at the moment to get down the age of the buses.  We're also 
investing in the likes of IT systems, and so on, to upgrade our IT systems, not least in 
Greyhound, as I've talked about, but also making the rest of the business more efficient.  And 
that is higher than I would expect to see as an ongoing rate, as you're talking three, four years, 
out into the future. 
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And thirdly, we have – and, again, I've spoken candidly about this to your good selves, and also 
to investors – we're unwinding some of the working capital moves that were made previously, 
and again, those come through and hurt our cash flow in the short term, but those will be fully 
out of the system in a year, or so. 
 
And, obviously, below those normal levels you've got the impact of the franchise movement 
within Capital Connect during this year, and ScotRail during next year. 
 
So, it's all of those impacts will lead to this business producing very significant cash flows – 
which a business of this nature ought to; that's just the nature of this type of business.  It's just 
because we're going through the transformation process that it's not delivering those cash 
returns now. 
 
Anand Date I agree with all that.  Just, very specifically, is it something you're happy to give – 
or not, I appreciate you might not be happy to give it – but in two, three years' time CapEx 
comes down, working capital let's say just becomes neutral aside from any normal changes; if 
I'm thinking, for example, First Student, let's say, I just put 11% margin on it, how should I be 
thinking about the cash flow by division versus the P&L assumptions, or the P&L guidance 
you've given us?  So if EBITDA is 100, what would the cash flow be from First Student that you 
think would be appropriate from that number; and also for UK Bus, in particular?  It's a difficult 
question. 
 
Chris Surch Again, the overall view is each of the divisions should be able to translate a 
significant element of their profit into cash. There's no reason why that shouldn't happen, 
subject to – and it will be very dependent upon specific years and specific investment 
opportunities – to whether that moves up or down in individual divisions.  Because, obviously, 
what we will focus on as a Group is to say, right: overall the Group needs to generate this 
amount of cash; and then we will have a range of investment opportunities that give us very, 
very good returns. And we'll say, right, well we will accept, for example, a lower return in 
Student this year, because we want to invest a little bit more in Student, relatively; and let's say 
we'll invest a bit more in Greyhound that year, because actually there's a project that will give us 
super returns –that's why I'm reluctant to go into division by division, because we manage this 
as a Group as a whole. 
 
So, for the reasons I've said, the cash flow generation at the moment is low, but there is no 
reason why this division – this whole business – should not be able to produce a lot of cash.  
That is our expectation; that's what we're planning to; that's what all of our models suggest; and 
that's what we think we'll deliver. 
 
Anand Date OK, fair enough.  Thank you. 
 
Operator There are no further questions at this time, sir. 
 
Chris Surch Thank you very much, Malcolm. And thank you everybody. And I have no doubt 
we will talk to a number of you later. 
 

END 
 
 
 


