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Transitioning to a lower risk rail model

▪ FirstGroup has signed agreements with Department for Transport (DfT) to operate new National Rail 

Contracts (NRCs) for South Western Railway (SWR) and TransPennine Express (TPE)

▪ SWR and TPE are among the first wave of NRCs to be announced

▪ As the largest operator with four UK rail contracts, we will benefit from the new contract structure 

with its more appropriate balance of risk and reward

▪ Terms are in line with our expectations of more consistent and resilient cash generation each year, 

as set out in the announcement of the agreed sale of First Student and First Transit

▪ Looking forward to working with Government and other industry partners to put passengers’ needs 

at the core of the railway system as society begins the process of building back better

First Student

▪ Largest student transportation provider in North America

▪ c.1,000 multi-year contracts from 435 locations in 40 US states and 

7 Canadian provinces; c.42,000 owned or operated vehicles

EQT Infrastructure

▪ Global investment organisation founded in 1994

▪ Parent EQT AB listed on the Swedish stock exchange (market cap of c.$30bn)

▪ c.€84bn commitments since inception across multiple strategies; 99 portfolio 

companies today globally

▪ Deployed $11bn in equity in North America since 2012

▪ Active investor in infrastructure since 2007, with almost €30bn raised across five funds 

▪ North American infrastructure investments include Direct ChassisLink, Restaurant 

Technologies Inc. and WASH Multifamily Laundry Systems 

First Transit

▪ One of the largest private sector providers of public transit 

management and contracting in North America

▪ Operates 12,500 vehicles from 295 locations
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Key commercial terms
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More consistent and resilient cash generation for operators incentivised to deliver for passengers

Contractual 

structure

▪ Concession-based National Rail Contract; Train Operating Companies (TOCs) earn annual fee for service delivery with performance incentives

▪ Both SWR and TPE contracts to last to May 2023, with options to extend by up to two further years to May 2025 at DfT discretion

▪ Management fee comprising a fixed fee and a performance-based fee (as detailed on slide 5)

Passenger 

service delivery

▪ Operational skills and expertise directly incentivised through passenger service performance metrics

▪ Performance-based fee scored against four categories – operational performance (including punctuality), customer satisfaction, finance and business 

management

Revenue risk ▪ None – passenger volume and revenue variability lies with DfT

Cost risk

▪ Very limited cost risk – DfT retains cost risk up to agreed annual business plan budgetary levels, with change protections

▪ TOCs bear the risk of costs in excess of the agreed annual budget unless agreed in advance with the DfT 

▪ Contractual change mechanisms in place to allow budget to be increased for items outside of TOC control or for changes requested by DfT

Contingent 

capital risk

▪ No significant contingent capital risk – Group total contingent capital across both NRCs is £15m (50% bonded)

▪ No structural changes to the ring-fenced cash mechanism or working capital cap-and-collar mechanism in place

Proposition for 

shareholders

▪ No revenue risk and minimal cost and contingent capital risk 

▪ Fees distributed up to FirstGroup plc as a dividend annually

▪ More consistent cash generation each year, greater resilience 



Deliverables for passengers
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NRCs provide continuity for customers, employees and other stakeholders. Both TOCs will work with 

industry partners and stakeholders to build back patronage, while upgrading their service offerings

SWR will deliver improvements for customers and communities 

across their network during the NRC period, including:

▪ the introduction of a new suburban fleet of trains from Alstom

▪ pioneering next-generation on board 5G Wi-Fi from First Rail’s 

evo-rail project

▪ continued high levels of performance, investment in stations and 

depots and further steps made to improve the accessibility of the 

railway

▪ further steps to improve sustainability of the business with 

development of a zero net carbon roadmap

▪ working with BTP and other partners to safeguard children and 

vulnerable people on the network

▪ continuing to deliver an enhanced apprenticeship programme

▪ flexible commuter tickets and facilitating move towards mobile and 

electronic ticketing, smartcards and improved apps

In the NRC period, TPE will continue to be at the heart of 

transformation plans for rail in the North of England and into 

Scotland, including:

▪ the final roll out of new Nova fleets of trains across the network, 

offering greater capacity and flexibility

▪ continued high levels of performance, investment in stations and 

further steps made to improve the accessibility of the railway

▪ further steps to improve sustainability of the business with 

development of a zero net carbon roadmap

▪ being a key partner in the significant infrastructure boost to be 

delivered through the TransPennine Route Upgrade due to begin 

this year and be delivered by 2028, which will provide a major 

enhancement to rail services for the region

▪ flexible commuter tickets and facilitating move towards mobile and 

electronic ticketing, smartcards and improved apps



Fee summary

Although the financial statements of the TOCs will continue to be consolidated in the Group statutory 

accounts, the key economics for FirstGroup shareholders will be the management fees

£m
SWR (70% 

share)
TPE 

Fixed annual management fee 3.3 2.3

Performance-based fee Up to 9.9 Up to 5.2

Annual fee opportunity range (net of SWR minority, pre-tax) 3.3 – 13.2 2.3 – 7.5
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▪ Performance-based fee scored against four categories – operational performance (including punctuality), customer satisfaction, finance and business 

management. Mix of quantitative metrics and qualitative assessments with three levels (‘below acceptable’, ‘acceptable’, ‘good’) – ‘acceptable’ rating 

results in c.2/3 of performance-based fee element being payable

▪ Contractual opportunities for additional incentive fees for additional Industry Change Projects (ICP), for example TPE supplying project delivery 

expertise to help deliver the TransPennine Route Upgrade

▪ Fees distributed up to FirstGroup plc as a dividend annually

▪ SWR will continue to be fully consolidated in the Group statutory accounts with MTR’s 30% shareholding recorded as a non-controlling interest 



First Rail portfolio status

First Rail’s portfolio of operations in the coming years is becoming more certain
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Rail operation Status

South Western Railway (SWR) National Rail Contract (NRC) AGREED to May 2023, with extension up to May 2025

TransPennine Express (TPE) NRC AGREED to May 2023, with extension up to May 2025

Great Western Railway (GWR) EMA to 26 Jun 2021; NRC TO BE AGREED

West Coast Partnership (Avanti) ERMA to 31 Mar 2022; NRC TO BE AGREED, potential to last up to March 2032

Hull Trains open access Currently operating, licensed to operate to December 2032 (recently extended by three years)

East Coast open access Launching Autumn 2021; licensed to operate to May 2031

Other development opportunities Evo-rail partnership for 5G WiFi, multi-operator contact centre, rail consultancy



FirstGroup – a strong platform for further value creation

The NRCs are in line with our plans for a lower risk and sustainably cash generative future for 

FirstGroup, as we set out in the sale of First Student and First Transit announcement in April
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Summary

▪ We welcome the Secretary of State’s plan for the future of the UK rail industry with the expertise, 

innovation and experience of private sector rail operators at the heart of the model

▪ Going forward, the more resilient and lower risk contracted passenger rail earnings form a core part 

of the Group’s plans to create sustainable value and support an attractive dividend in future

− Supplemented by a number of adjacent UK rail market opportunities to build on our leadership position 

and decades of experience and expertise in the industry 

− Underpins our role as a leader in public transportation in the UK and a critical enabler of the country’s 

economic, social and environmental goals

▪ Overall, the NRCs will lead to a successful railway system that works better for passengers and 

taxpayers, while generating more resilient and consistent returns for shareholders
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Appendix



Investment case underpins financial framework

The Retained Group will be a cash generative business with a well-capitalised balance sheet and an 

operating model that will support an attractive dividend

Revenue
▪ Bus: Planning for a range of post-pandemic scenarios; central case envisages passenger volumes recover to between c.80 and 90% of pre-

pandemic levels during first year after social distancing restrictions on public transport end, with further growth thereafter

▪ Rail: opportunities to build on base business of four contracted operations with no revenue risk

Investment
▪ Bus: c.£90m per annum from FY23, mainly driven by zero-emission bus fleet commitments

▪ Rail: expected to continue to be cash capital-light under National Rail Contracts

Leverage ▪ Targeting less than 2.0x net debt (pre-IFRS 16): Bus and non-contracted Rail EBITDA, plus contracted Rail dividends, minus central costs

Dividend 

policy

▪ Intention to pay regular dividends to shareholders commencing in FY23; subject to a normalisation of trading conditions post-pandemic, targeting 

annual dividend around 3x covered by new Adjusted Profit After Tax measure

▪ Adjusted Profit After Tax defined as Bus and non-contracted Rail adjusted operating profit, plus contracted Rail dividends, minus central costs, 

minus treasury interest, minus tax

Profitability

▪ Bus: targeting 10% margin in first full financial year after social distancing restrictions on public transport end

▪ Rail: profitability driven by delivering against performance targets while adding earnings in adjacent rail opportunities

▪ Reduction in central costs of at least £10m per annum from FY23
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Accounting for Rail

The Group anticipates including alternative performance measures in the accounts going forward that 

adjust for the underlying economics of the rail contracts:

▪ ‘Adjusted net debt’ will continue to exclude rail ring-fenced cash and IFRS 16 right of use assets 

▪ ‘Adjusted profit after tax’ defined as Bus and non-contracted Rail adjusted operating profit, plus contracted 

Rail dividends, minus central costs, minus treasury interest, minus tax

▪ Bus and non-contracted Rail EBITDA, plus contracted Rail dividends, minus central costs will be used going 

forward as the primary basis to measure the Group’s leverage policy

▪ SWR and TPE will continue to be fully consolidated in the Group accounts with the net cost of operations 

and capex to be funded in advance by the DfT 

▪ The Group will receive an annual dividend from the train operating companies reflecting the post-tax net 

management and performance fees. These dividends are expected to be paid each September following 

the completion of the audited accounts of the train operating companies
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Contingent capital

The Group’s share of contingent capital for both SWR and TPE NRCs total £15m (50% bonded), with 

limited routes for this to be called upon mainly in the event of early termination of the contracts

£m
SWR (70% 

share of JV)
TPE 

Early Termination Indemnity (ETI) 4.2 5.0

Guarantor Support Facility (GSF) 4.2 1.6

Contingent capital under NRCs 8.4 6.6
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▪ ETI (50% bonded) – can be called (i) on early termination of the NRC by the TOC, to reimburse DfT costs, expenses; or (ii) if, following early 

termination, affiliate contracts do not transfer to Operator of Last Resort (OLR) as required under NRC, and OLR has to pay extra for goods/ services

▪ GSF (50% bonded) – Guarantor (parent company) must make an advance if: (i) early termination of NRC for Event of Default and there are 

costs/expenses which are not covered by ETI; (ii) TOC’s annual losses are greater than fixed fee; (iii) from expiry of the NRC to the final settlement of 

payments between the TOC and DfT if the TOC’s liabilities exceed its assets

▪ The Group will also remain obliged under its contingent capital commitments for the SWR and TPE franchise agreements until the relevant bonds 

expire in December 2021 (for TPE) and October 2022 (for SWR), plus the TPE parent company support remaining after payment of the termination 

sum, until final settlement of any net assets or liabilities between TPE and the DfT relating to the previous franchise period

▪ Season ticket bonds are required for a limited period until a new approach is agreed with the DfT 



Franchise termination sums
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As announced on 11 May, FirstGroup has now agreed franchise termination sums with DfT in respect 

of all of its obligations under Emergency Recovery Measures Agreements

£m
Avanti (70% share of venture 

with Trenitalia)

SWR (70% share of 

venture with MTR)
TPE (100% owned) Total

Further contribution payable 0 33 6 39

Payment date n/a 31 May 2021 31 May 2021

▪ There is no termination sum on GWR given that this contract was entered into after the transition to the Emergency Measures Agreements

▪ On 23 April 2021, the Group announced the proposed sale of First Student and First Transit. At the time of the announcement the Group made an 

assumption as to the TPE termination fee based on the best knowledge then available and the status of discussions with the DfT. The final agreement 

reached with the DfT was c.£50m better than that assumption. The Board has committed to keep the balance sheet position of the Group under review, 

and in addition to the proposed return of value to shareholders described in the sale announcement and the shareholder circular, the Board will 

consider the potential for making further additional distributions to shareholders in due course



Disclaimer

This document includes statements that are, or may be deemed to be, forward-looking statements. These forward-looking statements can be identified by the use of forward-looking 

terminology, including (but not limited to) the terms anticipates, believes, could, estimates, expects, intends, may, plans, projects, should or will, or, in each case, their negative or other 

variations or comparable terminology, or by discussions of strategy, plans, objectives, goals, future events or intentions. These forward-looking statements include, without limitation, all 

matters that are not historical facts. They appear in a number of places throughout this document and include, but are not limited to, statements regarding FirstGroup plc (“FirstGroup”) and its

intentions, beliefs or current expectations concerning, among other things, the business, results of operations, prospects, growth and strategies of the Group, or parts thereof. 

By their nature, forward-looking statements involve risk and uncertainty because they relate to future events and circumstances. Forward-looking statements are not guarantees of future 

performance and the actual results of operations of the Group, or parts thereof, and the developments in the industries in which they operate, may differ materially from those described in, or 

suggested by, the forward-looking statements contained in this document. In addition, even if the results of operations of the Group, or parts thereof, and the developments in the industries in 

which they operate are consistent with the forward-looking statements contained in this document, those results or developments may not be indicative of results or developments in 

subsequent periods. A number of factors could cause results and developments to differ materially from those expressed or implied by the forward-looking statements including, without 

limitation, general economic and business conditions, industry trends, competition, changes in law and regulation, currency fluctuations, changes in business strategy and political and 

economic uncertainty. 

Forward-looking statements may, and often do, differ materially from actual results. Any forward-looking statements in this document reflect FirstGroup’s current view with respect to future 

events and are subject to risks relating to future events and other risks, uncertainties and assumptions relating to FirstGroup and its operations, results of operations and growth strategy. 

Other than in accordance with its legal or regulatory obligations (including under the Listing Rules, the Disclosure Guidance and Transparency Rules and the Prospectus Rules), the Group is 

not under any obligation and the Group expressly disclaims any intention or obligation (to the maximum extent permitted by law) to update or revise any forward-looking statements, whether 

as a result of new information, future events or otherwise. 

Percentages in this document have been rounded and accordingly may not add up to 100 per cent. Certain financial data have also been rounded. As a result of this rounding, the totals of 

data presented in this document may vary slightly from the actual arithmetic totals of such data.

This document is not a circular or a prospectus and it does not, and is not intended to, constitute or form part of any offer or invitation to purchase, acquire, subscribe for, sell, dispose of or 

issue, or any solicitation of any offer to sell, dispose of, purchase, acquire or subscribe for, any security. FirstGroup’s shareholders are advised to read carefully the circular that the Group will 

publish in due course.
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