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Go-Ahead is one of the UK’s leading providers of bus,
rail and aviation services.

Our devolved structure and local focus keep us on track
to deliver efficient and high quality public transport.

Directors’ Report:

Business Review
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background market information, the four core
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Our companies are significant contributors to the UK's
public transport infrastructure with around 960 million
passenger journeys undertaken on our services each year.

Group overview

B Go-Ahead Go Go
us {100% owned) Operating Company London North East South Coast
Go-Ahead is one of the UKs largest bus operators, With a Revenue (Zm) 2833 825 705
fleet of over 3,500 buses, we carry, on average, around 1.6 res e em Rt 8P LA R e RS REn
million passengers every dayWe have a sirong presence in Managing Director John Trayner Peter Huntley Alex Carter
London, with around 2 1% market share, and also operate in Nzture of business Regulated Deregutated Deregulated
the north east, Oxford, the south east and southern England. :
-Geographical area Cenmzl Londen Tyne &WWear Dorset
South London County Durham Wiltshire
East Londen Northumberiand Hampshire
Revenue (£m) . Teesside Isle o Wight
£58 4 7 m Southampten
: Approx ;a'ssenger 365 million 70 mithion 40 million
2008: £557.7m 2007: £514.0m journeys*
, Average number 4,507 2043 1454
Operating profit* (£m) 2% of employees
£66 . 6 m . Fleet size™ 444 buses 592 buses
2008: £66,2m 2007: £55.8m
Ra.ll {65% owned) Operating Company Southern Southeastern
The rail operatjop. Go.via. is 659§ owned by Gq—AI')ead Reverwe (£m) 2024 5778
and 35% by Keolis™. It is the busiest rail operation in the et 0 A A AR
UK, responsible for nearly 30% of UK passenger rail journeys Managing Director Chris Burchell Charles Horton
through its three rail franchises: Southern, Southeastern and Geographical area Londan mmmmmmmmm————s—,eees London
London Midland. Surrey Kent
East / West Sussex East Sussex
Hampshire
Revenue (£m) N— e
£ | 55 2 O Approx passenger 155 million 155 million
y Um journeys®
2008: £1,378.4m 2007: £1,071.3m Average number 4,153 3,824
wx of employees
Ozréﬁnlg P:E;E* (£m) T S sp P yriog
2008. £77.2m 2007: £56.1m
Aviation Services (0% omes
The Group's aviation services division is one of the UK's Operating Company ~ Plane Handling Ltd aviance Meteor
largest independent providers of cargo services {primarily Reverue (£m) 1665 429
Plane Handing), ground handling (primarily aviance UK) and =~ wveeee s s . ST
car parking {Meteor). The division operates from 15 airports Managing Directors Patnck'\’t_anver-awance UK. Stephen Turner
. o . . Rob Williams — Plane Handling
and services major airling operators such asVirginand bmi. s et e ser s srann
Geographtcal area Mationwide MNationwide
B.9% Approx passengers 49 millicn 15 million
Revenue (fm) served® / journeys
£2 09 4 m Average number 4,732 959
. of employees
2008 £2630m2007-£2416m 0 NU & /s
m 2007: £241.6m Physical statisticsw 15 airports 48,000
parking spaces

Operating (loss) ! profit* (Em}

£4.5m

2008: £1,5m 2007: L3.8)m

{ Diision 23t of Group

*  Before amortisation and exceptional items.
4 AL 2127 June 2009,

# Rounded to the nearest 3 milkon.

+ Keolis is a French-based operator of passenger transport services which is majority owned by the French national raitway SNCF.
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Group highlights

Operational and financial highfights

* Record results for our bus division

* Strong cash management

* Retention of the Southern rail franchise from Septerber 2009
* High speed preview service successfully introduced

* Robust results from our rail franchises

* Proposed full year dividend maintained at 81.0 pence per share

Five year financial history

200% 2008 2007 2006 2005
Revenue (£m) 2,346.1 21991 18269 14636 1,302.1
7 e o e g
R e e e e s
e P e o e e
e T o e i
e e i i st i
o s T e o o
"Dividend paid and proposed per share (off sro 8.0 700 560 480

* Before amortisation of £12.4m and exceptional iterns of £57.7m.
1 Includes intarim dividend paid and final dividend proposed,

Revenue (£m) Adjusted earnings per share (p)*
£2.346.Im 52.3p

|zoo9 .................................... | . um ...................................................... [2009 ........................... I. Pat—
|2ma ................................. |zm: ............................................. e W ¢ |Looa|nu .........
|zoo7 .......................... |;m9 ............................................................... Im,lm? ...............
T '“1‘ ...................................................................... 2 mﬂ ...................... [oatae
.. EN— mu l_ms”éj

CO, emissions per passenger journey”

096 kgs CO, ppj

* Before amortisation and exceptional tems.
1 ¥chudes interim dridend paid and finad prop

o divicdend

+ Exchudes data from our avation services division. The comversion facters used are in accordance with 'Guidebnes to DEFRA’s Greenheuse Gas Conversion Factors for Company Reporting June 2008,
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Directors’ Report: Business Review

Today’s key issues

In today’s challenging marketplace there are a number of key issues which we continue to

focus on to keep the Group on track to meet our targets and deliver value to our shareholders.
Our devolved structure gives us the ability to understand our markets and respond quickly to take
full advantage of opportunities and issues as they arise. As a Group, we are committed to being
a responsible operator and to ensuring a sustainable future for our business and our industry.

This year, tackling climate change has been a key area of focus, not only reducing our impact

on the environment but also generating substantial cost savings across the Group.

Focusing on local markets

Qur UK focus and devolved structure
differentiates us from the other major public
transport groups. Qur operations are located in
high density commuter markets, predominantly in
the South East of England, where there is strong
demand for public transport.

We believe that public transport is best provided locally.
All of our bus and rail companies are locally branded and
form an integral part of the communities they serve. Cur
customers typically make simple journeys aver fairly short
distances. Many of those passengers are daily commuters
who recognise the Jocal brands they use.

We empower our local managers to deliver services to
their own markets in the way they best see fit. This local
focus and understanding of culture means that we are able
1o provide high quality services and can respond quickly
to passenger needs,

We believe that our devalved organisation is the most
effective way to run our Group. This flat structure enables
us to monitor closely the performance of each operating
company while giving local managers the autonomy they
need to run‘their businesses.

We're on track: Group leadership

The Group adopts a flat decentralised
management structure.The devolved
nature of the Group ensures
accountabilicy for operating
performance lies with each operating
company, while the flat structure
means that the Executive Directors
stay very close to the Group’s
operating businesses.

The Group Chief Executive and Group
Finance Director meet with each of

1 The Go-Ahead Group ple Annual Report and Accounts 2009

our twelve operating companies once
a month to review and discuss their
operating and financial performance.

In addition to providing strategic
direction, financizl expertise and
governance, the Group shares best
practice and co-ordinates [T,
procurement, property, pensions,
energy, engineering and communication
activities. The total number of
employees at the Group level

As an example of our community focus,
Brighton & Hove'’s buses feature local
possengers who are proud to use their
services. Brighton & Hove bus patronage
has grown by around 5% per year since
1993 contributing to o 3% reduction in
city centre troffic in the last three years,

remains fewer than 50 out of a total
of aver 27,100.

An example of a Group initiative

to secure financial benefits of scale is
the drive to improve the procurement
process and reduce the number of
suppliers. This has resulted in savings
of around £7 miillion in 2009 and
should continue to show benefits

in subsequent years.




v
Were on track In recognition of our commitment  achievernents in action on dimate  “We congratulate Go-Ahead

to operating responsibly, we change by leading organisations in achieving the Carbon Trust
have become the first UK public i industry, commerce and the Standoard and chollenge other
transport compary to be officially  public sector It is also the worlds erganisations to follow their
certified with the Carbon Trust first carbon award scheme example and prove that they
smnd.al’d after taking action that requ[res an org'anisation to too are mkjng tangf'bfe steps
on climate change. measure, manage and reduce to fight chmate change.”

The Carbon Trust Standard its carbon footprint and

is the UK’s only independent actually make real reductions Tom Delay,

certification recognising year-on-year. CEQ, Carbon Trust

Tackling climate change

Climate change is one of the greatest challenges
facing the world today. Reducing our environmental
impact is an integral part of our Group strategy.

It helps to ensure we are a responsible operator

as well as realising significant cost efficiencies.

We have implemented a number of key energy efficiency
projects across the Group this year which we estimate will
reduce annuzl operating costs by approximately £5 mitlion
and CO; emissions by around 30,000 tonnes.

In addition, our progress will help mitigate the financial
implications of the Carbon Reduction Commitment
obligations which come into effect in April 2010.*

The Government has set legally binding carbon targets,
to reduce UK greenhouse gas emissions by 80%6 by 2050.
Transport now contributes a quarter of UK carbon
emissions, with cars accounting for more than half of this,
In contrast, buses and trains contribute less than 5%. More
people on our services mean fewer car journeys on the
road, reducing congestion and pollution.

We therefore have two key responsibilities: to deliver

high quality services that provide attractive alternatives to m:i:;cmlé,ﬂhe #ﬂ’:’s bif!ie ’:’E’T ,:efiiegm
. . A . rai s&i n

car travel and at the same time 1o provide those services {ordon High speed ral i at the heart

in a sustainable and environmentally responsible manner. of the Government's plans to reduce

* The Carbon Reduction Commitment (CRC} is 2 proposed mandatory cap and trade the UK corbon ermissions.

scherne that will apply ta large non-energy intensive UK organisations in the public
and private seciors, It will apply to the Group's site energy consumption.

C0z emissions from UK domestic transport by source
3 Gold Award
e + ¥
3 s | Passenger cars 58.3% & Railways 1.9% For the third year m. a rlow Go-Ahead
; \\‘\I 2 HGYs 20.0% 7 Daomestic aviation 1.6% achieved a gold rating in Business
‘ 3 Vans 11.0% 2. Other 0.8% in the Community’s (BITC) 2009
! % Domestic shipping 3.7% §.Mopeds & Motorgycles 0.5% Corpomte Responsibll'ﬁty Index —
) 5 Buses 2.3% . .
| the highest rating amongst
I comparable participating
public transport operators.
I
|

Source: National Atmespheric Emissions Inventory (IPCC categories) 2007, Chart induded in Deparzment for Transporc
A Carbon Reduction Strategy for Transpart = July 2009,
Other includes LPG ermissions: road vehicle engines: oiveroft support vehides.
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Directors’ Report: Business Review
Chairman’s statement

On track

“We believe we
are well placed -
for the year
ahead, although
we continue to
assume economic
conditions in
the UK will
remain difficult
over the next

Sir Pawrick Brown, Chairman | twelve months,”

4 The Go-Ahead Group ple Annual Repert and Accounts 2009

The effects of the economic downturn
during the past twelve months have
demanded exceptional effort to stay
on track. Ve have achieved that and
have delivered a good set of results

as a consequence,

Qur long standing strategy is to

deliver high quality passenger transport
services in dense, urban markets, primarity
through bus and rail This has provided us
with a core of strong and sustainable positions
in regulated and deregulated bus markets,
which have been resilient in the current
economic environment The bus operations
are complemented by our significant UK rail
presence which consists of a 659 share in
three strategically selected, commuter focused
rail franchises. These are tightly managed to
deliver shareholder value and we are delighted
to have retained the Southern franchise for
ancther five years from September 2009

Business performance highlights

Overall revenue increased by £147.0m,

or 6.7% 10 £2.346. 1m (2008: £2,199.1m)
primarily due to a full year of Londen Midland
and Gatwick Express rail revenue, Operating
profit* was slightly ahead of our expectations
at £123.6m, albeit £21.3m or 14.7% below
last year's particularly strong result

(2008: £144.9m). Adjusted earnings per share
{before amortisation and exceptional items)
were |52.3p (2008: 174.8p) and basic
earnings per share were 14.7p (2008: 128.8p).
Profit for the: year, after tax and exceptional
iterns, was £§8.3m (2008: £76.6m).

Dividends

Following the Group's good performance,
the Board is proposing a final dividend of
55.5p per share (2008: 55.5p) to-maintain
the total dividend for the year at 81.0p
(2008:81.0p).The final dividend is payable
on 20 November 2009 to shareholders
on the register at the close of business
on 6 Navember 2009.

The Board of Directors
and Governance

“Christopher Collins retired from the

Board as a Non-Executive Director

on 23 October 2008. As | said last year,;

we will miss Christopher's significant
contribution to the Group. Andrew Allner
joined the Board as a Non-Executive
Director and Chairman of the Audit
Committee on 24 October 2008. Rupert
Pennant-Rea was appointed as the Senior
Independent Director on 23 Octeber 2008.




Information in this Annual Report
The Group has always been committed
10 open and transparent reporting,

We recognise the importance of
enhancing our disclosure in these
challenging economic times so that

our shareholders are able to better
understand our business. I this year’s
Arnual Repart we have provided more
information on the Group's markets,
strategy, performance against financial and
non-financial Key Performance Indicators
(KPls) and risks, We have also provided
more detail about corporate governance
and the Group's devolved nature and
local focus.

Corporate Responsibility

As a public transport operator, corporate
respensibility is integral to the way we run
our business. The safety and security of our
passengers, our people and the general
public is an absolute priority for the Group.
We have included employee, bus and rall
safety KPls throughout this report. Although
we operate through a devolved structure,
we recognise the importance of sharing
best practice. This year we strengthened the
Group's health & safety forums to enhance
the transfer of knowledge and expertise
acress the Group.

We remain committed to improving the
energy efficiency of our operations. Not
only does this have important
environmental benefits but it helps to
reduce operating costs. Highlighted
throughout this report are key Group
wide energy saving initiatives which we
estimate will reduce annual operating
costs by around £5m and CO, emissions
by 30,000 tonnes. One of our primary
environmenital respansibility measures is
CO; emissions per passenger journey
(ppj) for bus and rail. Qverzl, this has
increased slightly from last year as a resufc

Financial highfights
2009 2008 m m:
Revenue ([m) ““““ 2,346.1 2,199.1 147.0 6.7%
Opemtmgproﬁt‘(ﬁm) ....................... 1236 144.9 (2 l.32 ..... (i4. 7)%_""
Profit beore tax® (fm) H2t 1310 (190)  (145%
Adusted earnings per share™ () ... 1523 (748 (223 (129%
Dividend paid and proposedt (p) 810 81.0 - -

of the full year contribution from London
Midland, 2 predominantly diesel, and
therefore more carbon intensive,
franchise. Excluding London Midiand, the
underlying measure has reduced by 2%.

Employees

The number of employees in the Group
averaged 27,177 for the financial yean
below last year's 27,627 due to the various
restructuring programmes across the
Group. | would like to thank all of our
employees for their dedication and hard
work through these challenging economic
conditions, ensuring that we remain a
strong and successful Group.

Outlook

We have not changed our overall view on
the outlock since our frading update in June
2009, We believe we are well placed for the
year shead, although we continue to assume
economic conditions in the UK will remain
difficutt over the next twelve months.

Qur bus operations have proven to
be robust and we expect demand for
these services 1o remain strong.

Ouwr rail operations should deliver a good
level of profitability in the year ahead, albeit
below the level achieved to June 2009, Our

aim is to supplement the expected modest

growth In undertying passenger revenue
with additional revenue from our new high
speed rail services in Southeastern, revenue
inftiatives in our new Southern franchise
and comprehensive cost conitrol across

all three franchises.

In aviation services, we expect our
ongoing restructuring programme to
protect against near term deterioration
whilst strengthening our position for the
medium term. .

Qur strategy remains to provide high quality
public transport services in the UK, targeting
orgaric growth through the economic gyde
and from value-adding capital investment and
acquisitions. We will maintain our financial
discipline and strong balance sheet; our
financing is secure and we remain committed
to providing solid returns to sharehclders.

We have started the new financial year
well and trading has been in line with
the Board's expectations.

Séatrick Brown, /
Chairman

2 September 2009

Totaf shareholder return {rebased to 100)

Dividend paid end proposed per share (p)t

KR Go-Ahead TSR i Peer Group TSR' 2 FTSE 250 TSR

' TSR peer group consists of Arriva ple, FirstGroup ple, National Express Group pk and Stagecoach Group ple.

* Before amortisation and exceptional items,
1 Includes interim dividend paid and final proposed dividend,
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Directors” Report: Business Review
Group Chief Executive’s review

-Xperie

i

NCEC

Our strategy

is straightforward
and we remain
confident in

the underlying
strengths of

the Group.”

Keith Ludeman, Group Chief Executive

&

The Ge-Ahead Group plc Annual Report and Accounts 2009

We are pleased with this year's
performance, which has been
delivered through our experienced
and focused management style and
devolved structure,

Overview of operating performance
Overall operating performance was
slightly ahead of our expectations, with
operating profit* of £123.6m underpinned
by record resuits from our bus operations
and good results from rafl after a

particularly strong year to June 2008,

Strong cash management resutted in

a reduction in net debt to £91.0m
(2008:; £197.8m).Total capital
investment was in line with depreciation
to maintain our high quality asset base.
We remain highly disciplined in our
assessment of potential acquisitions
and franchise bids. We were delighted
to retain our Southern rail franchise
which we believe we secured on the
basis of current and prudent economic
assumptions and deliverable initiatives.
We did not complete any acquisitions
during the year but, as recently
announced, we have agreed to acquire
East Thames Buses from Transport for
London (TfL) for £5m and Amriva's
Horsham bus cperations for £3m. Both
are due to complete in the second
quarter of the new financial year:

We remain financially robust, with

a strong balance sheet and secure
financing and propose to maintain our
full year dividend to shareholders at
81.0p per share (2008: 81.0p per share).

Divisional performance overview
Bus

Our bus division performed slightly
ahead of our expectations for the year,
reporting record results despite
adverse movements in fuel, pensicn and
accident claims costs.We increased
revenue in all six of our bus companies;
a result which endorses the economic
resilience of these operaticns. Our
devolved structure provided high levels
of service quality, customer focus and
strong local cost control. This was
supplemented by Group purchasing
power and de-risked through
comprehensive fuel hedging. Capal
investment above depreciation ensured
we continued to benefit from well
maintained freehold depot locations
and from one of the youngest bus
fleets in the sector:




Rail
Qur rail operations performed well,
in line with our expectations.

Each UK rail franchise is different and
we believe our three franchises are
relatively robust given their focus on
high density, urban commuter markets.
Revenue continued to grow in all three
operztions, albeit, as expected, at a
slower rate in the second half and
overall service quality remained strong,

We are making good progress with
cost control initiatives, particularly

in Southeastern and also in London
Midland where we have recently
appointed a new managing director

to lead the changes in that franchise.
Looking forward, we are well advanced
with preparations for the new Southern
franchise commencing in September
2009 and the UK first domestic high
speed rail service in Southeastern from
December 2009,

Aviation Services

Aviation services delivered a
performance in line with cur
expectations, This was despite difficult
trading conditions in ground handling
and cargoe and the pravicusly reported
lass of contracts in Meteor parking,
We recognised an exceptional non-cash
impairment charge of £38.4m in the
first half to reduce the carrying value
of our ground handling and cargo
operations to approximately £20m.
We will continue with the necessary
restructuring in this division to protect
against near term deterioration in
operating results and to strengthen
our mediurm term position.

Market environment

Public transport remains crucial to the
development of the UK and is strongly
supported by the main political parties.
We believe that it is likely to generate
long term growth if supported by
operators with strong local stakeholder
relationships providing high quality
services and innovation,

In the short term, we need to deal with
the current phase of the economic
cycle. Cemand for our bus operations
has proven to be resilient. In rail we
believe that the underlying passenger
revenue growth (before new services
and other initiatives) will broadly follow

* Before amertisation and exceptional items.

Revenue and operating profit® by division

market conditions for our aviation
services division to remain challenging
in the near term.

Our strategy
Qur strategy remains to provide high
quality passenger transport in the UK

The underlying elements of this strategy
are to:

*Run cur companies in a socially and
environmentally responsible manner

+Provide high quality, locally focused
passenger transport services

Prioritise high density, urban rmarkets
in the UK

+Maintain strong financial discipline
to deliver shareholder value

These elements have a number of
perfarmance indicators, bath financial
and non financial, which are routinely
measured for improvement trends
and comparison between

operating companies,

In the near term, our priority is to
deliver value from our existing
portfolio of operations.

Key risks to our performance include
a major accident or incident, or an
unexpected reduction in demand for
our services. Ve operate a strong
governance structure and control
environment to mitigate these and
other risks as far as possible.

Increasel(decrease) Increase/{decrese)
2009 {{m) 2008 (&) (£m) {%)
Revenue
Bus 584.7 5577 270 4.8%
“Avigtion Services 2094 (536) (2045%
Total 23481 21991 147.0 6.7%
Operating profit/{foss)*
Bus 66.6 86.2 04 0.6%
AwauonSerwces(45).'5(60)n/a
Total 1236 144.9 (21.3) (14.7)%
the economic cycle.We expect the In summary

We are pleased with this year's
performance. Our strategy is
straightforward and we remain
confident in the underlying strengths
of the Group. Going forward, we will
raintain cur financial discipline and
prioritise the delivery of value from
our existing portfolio of operations.

Keith Ludeman .
Group Chief Executive
2 September 2009

The Go-Ahead Group plc Annual Report and Accounts 2009
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Directors’ Report: Business Review

Group Chief Executive’s review continued

“A well-functioning public
transport system is crucial to
the UK: it plays a key role in
building a strong economy
and is an essential means of
creating a fair society. Public
transport alsoc has a central
part to play in helping to
reduce carbon emissions.
Put simply, by encouraging
the travelling public out of
their cars and onto the
lower carbon alternatives of
public transport, congestion
can be reduced and
emissions can be cut”

Lord Adonk,
Secretary of State for Transport, june 2009

Our Markets

This section focuses on the WX bus
and rail markets, where over 90% of
the Group's revenue is generated.

Long term growth in public transport
We firmly believe in the fundamental
strengths of UK public transport. All
major political parties support and
recognise the importance of public
transport for the UK's present and
future needs, Not only do we anticipate
a long term increase in the demand
for public transport as the population
grows, we also recognise that growth
in an efficient public transport system
is a necessity for the UK Government
to meet its ambitious climate

change obligations.

2009 Climate Change Act:
To reduce CO:2 emissions
by 80% by 2050

UK Bus

Bus travel is the mest frequently used
mode of public transport, it accounts
for two-thirds of all public transport
journeys and 95% of local bus journeys
involve a single bus ride.

The UK bus market is split into
two models: the regulated London
market and the deregulated market
outside London,

Go-Ahead operates in the UK bus
market through six business units:
Go-Ahead London, Go North East,
Go South Coast, Metrobus, Brighton
& Hove and Oxford Bus Company.

Go-Ahead London and most of
Metrobus’ operations are regulated
by Transport for Londen (TfL).

London regulated market

The London bus market is different
fram the rest of the UK. Figure | shows
the London bus market share. With the
recent agreement to acquire East
Thames Buses, Go-Ahead will become
the largest operator in the capital with
a market share of around 21%.

THL is responsible for the provision of
bus services in the capital. Operating
under a2 regulated system, TiL. issues

tenders for each bus route and private
operztors enter a competitive bidding
process for the right to operate them.
The contracts are usually five years in
duration with a two year extension if
THL performance targets are met. Route
contracts are awarded on a cost per
mile basis, This means that bus
operators are not subject to any
revenue risk.

TiL contracts are price index adjusted,
designed to offset inflationary increases
in costs. Broadly speaking, operators’
profits are therefore not impacted

by inflation changes.

Having a good network of bus depots -
is important for London operators.
Go-Ahead has |5 strategically located
London depots, with around 85% of
our capacity owned as freehold,

Quality Incentive Contracts
Companies are awarded bonuses for
achieving TfL performance targets in
areas such as punctuality, cleanliness
and customer service. These bonuses
are called Quality Incentive Contracts
{QICs). Our London bus operations
rank consistently high in the TfL
performance league tables, resuiting
in bonus payments from TfL In 2009
quality incentive bonuses totalled
£14.2m (2008: £13.7m).

Bus operator lezgue tables are published
by TfL and can be viewed on Its website au
herp:ffvweww.tll gov.ul/businessandpartners/
busoperators/1232.25px

Fig 1: London Bus market share

Ly %

0%

6%
| Go-Ahead & First Group
2 Arriva 6 Transdev
3 East London Bus Group 3 Ned Raiways
& ComfortDelGro § Others

Source:Transht (a specialist transport publication), june 2009 and
JPMorgan research, August 2009,
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London passenger growth and

the impact of the current climate
Figure 2 shows that after a period

of relatively flat growth, from the mid
19905 bus use in London has increased
significantly. Indeed, the network
underwent considerable expansicn

in the run up to the introcuction of
the congestion zone in 2003.

Dremand for bus travel in the capital
rernains strong and the market is
regarded as being relatively resilient

to the current economic climate.

Bus use in the UK is at its highest in
London with around 2 billion passenger
journeys a year .This is due to many
localised factors such as:

= Congestion zone charging for
private car use

+ Limited and expensive car
parking facilities

« High proportion of bus lanes
(almost 300km}

« Significant percentage of the
population without car ownership

+ Bus is typically the cheapest method
of public transport in the capital

For a detailed performance review of our
regulated London bus operations please
go to page 23

Deregulated passenger growth and
the impact of the current climate
Figure 2 shows that local bus volumes
significantly declined in the 19705 as car
ownership widened and investment in
public transport reduced.The
deregulation and privatisation of the
bus industry took place in 1986.

Fig 2: Bus Passenger Joumeys {m)

[I9B&: Geregulation and priv:dsationt

f London 2 Great Britain excluding Londen

Saurce: Department forTransport,
Data from 1984/7 to 2006/07 — March year end.
2008/09 data to be published in October 2009,

From the mid 1990s the rate of
decline has slowed significantly and
volurnes have increased in recent
years as investment by operators
and the Government has increased
service quality.

Within the overall deregulated market
it is important to note that there are
considerzble local and regional
variations. Go-Ahead's strategy is to
focus our operations in dense urban
markets which can support a
comprehensive network of bus routes,
offering good value and ease of use for
both commuter and leisure travel.

We believe that important factors for
operating successfully include providing
high quality and punctual services and
having strong local refationships with
customers and local autharities.

The deregulated market is generally
perceived to be resiliant to economic
downturns. Bus can often be the
cheapest way to travel and offers a
low-cost alternative to other modes in
a more difficutt economic environment.

Our markets

Bus operating cost base

Ongoing cost control is an important
part of running a good bus operation,
As the pie chart on page 22 shows,
labour cost accounts for around 60%
of total costs. Fuel accounts for around
1 1% Typically, bus operators have some
flexdbility within their cost base and in
economic downturns may be able to
rmatch service levels to demand.

For the cost base of our bus operations
please go to page 22

For our bus fuel hedging policy &
prices please go to page 26

UK Rail

Go-Ahead

Qur rall operation, Govia, is owned
65% by Go-Ahead and 35% by Keolis,
a French-based cperator of passenger
transport services which is majority
owned by the French national railway
SNCF, Through Gavia, Go-Ahead

For a detailed performance review of
our deregulated bus operatlons
please go to page 24

Bus Concessionary Fares Scheme

In April 2008, the Bus Concessionary
Fares Scheme was extended so that
anyone aged 60 or over, or who is
registered disabled, is entitled to free
travel on any off-peak local bus service
in any part of England.The Government
has invested £1.2bn in the scheme,
resufting in around |1 million people
being eligible for free travel. Operators
are reimbursed 2 percentage of the
full fare by local authorities for each
journey taken.

Overall, we believe that the scheme is
a positive step for the industry as it
increases bus use. However, the
implementation of the scheme is
complicated and has given rise to a
small number of disputes with some
local authorities. Concessionary fare
passengers have continued to grow
beyond April 2009, the first anniversary
of the scheme, as “free' travel has
further increased in attractiveness as
a result of the economic downturn,

Concessionary passengers now
represent just over 30% of Go-Ahead's
bus passengers and just over 20% of
bus revenue.

‘operates three rail franchises —
Southeastern, Southern and London
Midland — making us the UK's busiest
rail operator, carrying almost 30% of
rall passengers. There are currently

19 rail franchises in the UK Figure 3
shows UK rail market share by revenue.

Our strategy is to operate urban
intensive commuter franchises centred
arcund London. Around 45% of all
commuter rail journeys into London
are made on our franchises.

Figure 4 shows that across Britain
cornmuting is the most common
reason for taking the train.

For detaited information and
performance reviews of our three rail

franchises please go to pages 28 — 34

Rail franchising system

The franchise medel was introduced
with the privatisation of the rail industry
in 1996, Each franchise agreement
tenders specific rail operations on a
contract basis and typically lasts for
around eight years. The Department for
Transport {DfT) submits an fnvitation
toTender {ITT) to interested bidders
which outlines the detailed
commitments the franchise must deliver,
such as timetabling and capacity. The

The Go-Ahead Group plc Annwal Report and Accounts 200% 9

Directors’ Report: Business Review



Directors’ Report: Business Review

Group Chief Executive’s review continued

ITT also outlines the formula to be
used for annual regulated (peak time)
fare increases, which is typically the
preceding year's July RPI +1%.

Once the DAT has issued the ITT, train
operating companies (TOCs} enter

a competitive bidding process for the
right to operate the franchise. TOCs
assume how much revenue growth
they can generate through passenger
demand and growth.This is driven by

a combination of economic conditions
and ‘self help' mezsures such as revenue
protection and marketing. Based on
these reverue and cost assumptions
and required returns, the bidder
specifies the premium profile they will
pay o the DfT or the subsidy profile
they require from the DfT to make
running the franchise a viable business. -
Broadly speaking, the subsidy and

It is important to note that
the rail industry is not a single
homogeneous entity as each
franchise has distinct
characteristics. Significant
variables include the type

of franchise (eg. Intercity;
commuter), the age and
length of the franchise and
the revenue bid assumptions
and subsidy/premium profiles.

D For information on our three franchises
including subsidy/premlum profile and eligibility
for revenue support ga te pages 1% — 33

premium profile takes into account
indexation so TOCs' profits are not
impacted by inflation changes.The
bidding process usually takes around
a year and typically costs around
£3-4 million per franchise.

TOCs are required to take the revenue
risk for any franchise contract, subject
to revenue share and support
‘mechanisms outlined below. [FTCOCs
forfeit their franchise agreements for
any rezson the Government may seek
to enforce penalties. This may include a
cross default provision of other franchises
operated by the parent group.

Over the past four years, Govia has
achieved the greatest success rate in
UK rail bidding, winning three franchises
out of four bids. Most recently, it was
announced in June 2009 that Govia
had retained the Southern franchise,

New Southern franchise

View a detailed presentation of our
new Southern franchise at www.go-
ahead.com/goahead/ir/presentations/

Revenue share & support mechanism
A franchise agreement typically includes
a revenue share and support
mechanism. Figure 5 shows the DIT
model which applies to our franchises.

The revenue share mechanism begins
at the start of the franchise and the
revenue support mechanism typically
starts at the beginning of the fifth year

If revenue fatls 1o between 94% and
98% of the original target revenue
specified in the contract, the
government provides additional subsidy
‘equal to 50% of the shortfall between
these thresholds. If revenue is below

94% of target, the government provides
support of 80% of the shortfall below
94%. Revenue support is designed to
provide significant mitigation for
revenue shortfalls in the later part of
the franchise. There is a symmetrical
system for revenue share if revenue
exceeds the original target revenue
specified in the contract.

Passenger growth & the impact

of the current climate

Figure 6 shows that, since the rail
industry was privatised, the market has
experienced an unprecedented level of
growth. Indeed, for the first time since
the second world war over | billion
train journeys were made in the UK in
2003-04, rising to 1.27 billion in 2008-09,

Since 1996 the rail industry has been
through a period of unprecedented
investment by TOCs and the UK
Government, resulting in an improved
quality of service. Punctuality levels have
reached new highs and according to the
National Passenger Survey published in
June 2009, 81% of passengers are
satisfled with their rail experience.

Levels of growth in passenger numbers
and revenue have slowed recently as a
result of rising unemployment, less
discretionary rail travel and more cost-
conscious consumers trading down. At
the same time this has been mitigated
in part by more pecple choosing to
travel by rail, rather than incurring the
costs of private motoring,

Fig 3: Rail market share

Fig 4: Nutional rail passenger journey purpose

&%
T3

IS

9%
{ First Group § Virgin Rail
2 National Express 6 Amiva
3 Govig 3. Other
# Stagecoach

Fig 5: Standard DT revenue share
and support mode!

| 80% support A 50% share
2 50% support S 80% share
3 no support/share

Source: Govia estimates.

Source: 2008 Nationzl Passenger Survey. Chart included in Joumey
Soiutions’ATOC: 'Docnta-door by Public Transport, June 2009,
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Rail franchises have 2 relatively high
proportion of fixed costs which means
that profits are sensitive to a fall in
revenue. However, TOCs have taken
action to help mitigate the impact of
the economic dimate by reducing costs,
where possible, and implementing
revenue enhandng intiatives, such as
promating cheaper off-peak fares and
greater revenue protection, In addition,
the revenue support mechanism may
help TOCs who are eligible to receive it.

View the operating cost base and
subsidy/premium profile for each of our
three rail franchises on pages 28 - 32

Modal shift

‘While mostly anecdotal, evidence
suggests that passengers are increasingly
making the switch from private car to
public transport. bt is believed that high
fuel prices last year acted as a stimulus
for people to use bus and rail services,
Many passengers have continued to
use public transport as they found it
had improved significantly from
previous experiences.

In addition, the population is increasingly
seeking ‘greener and healthier lifestyles.
Instead of taking the car, people may
choose to cycle to the train station or
walk to the bus stop. An online survey
undertaken by our Brighton & Hove
bus company showed that 48% of
respondents had made the switch from
car to bus for some of their journeys.

The foeus on reducing carbon
emissions, combined with the
frustration of driving on congested road
networks, is improving people’s
attitudes towards public transport.

Aviation Services

The aviation services division accounts
for less than 10% of the Group's
revenue. Go-Ahead operates in the
aviation services market through
ground handling {primarily aviance UK)
and cargo handling (primarily Plane
Handling).We have operations at 15
UK airports, with a particularly strong
presence at Heathrow where we are
the largest independent handler
accounting for 28% of all aircraft
turmarounds. Our car parking operation,
Meteor, also falls within the aviation
services division.

Avigtion Services and the impact

of the current climate .

ht has been widely reported that the
airline industry has experienced
challenging market conditions. Figure 7
shows the impact the economic climate
has had on passenger volumes and in
particular cargo. A combination of high
oil prices in 2007/08 and deteriorating
economic conditions resulting in fewer
passengers has impacted airline
profitability, Air cargo volumes have
been significantly hit as final demand has
fallen and inventory ‘destocking' has
taken place. However, Figure 7 also

View modal shift push and pull factors
atL www.go-ahead.com/goahead/
aboutus/our_markets/modal_shift/

I:l View the cost base of cur aviation services
cperatlons on page 36

fig & UK roil passenger joumneys (m)

Fig 7: International air passenger and freight
tonne kilornetres

Qur markets

shows that there are signs the markets
may now be stabilising.

Go-Ahead has taken robust
management action to restructure the
business. This has helped, in part, to
mitigate the impact of the challenging
economic environment.

Long term growth

The UK remains one of the largest
aviation markets in the world. Around
240 million passengers a year travel
through UK airports and Heathrow is
one of the world's busiest. Whilst there
are challenges for the aviation industry
in the short term, the long term growth
prospects are positive, driven by a rising
population, globalisation and economic
growth. In addition, international air
freight forms a vital comporent of
global supply chains as prosperity grows,
trade is liberalised and the demand for
just-in-time delivery increases.

For a deciled performance review of
our avlation services cperations please
g0 to pages 36 - 37

| Possenger RPKs & A freight FTKs
Source: Office of Rad Regubation (ORR) Matonal Rafl Trends Source: International Alr Transport Associztion (JATA)
=y 2009. Data: March year end. RPK: Reverve passenger kilorsetre
FTK: Freight tonne kilometre
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Group Chief Executive’s review continued

Our strategy

Our long-standing strategy is to deliver high quality passenger
transport services in dense, urban markets, primarily through bus and rail.

2.

3.

4.

our energy consumpticn helps
to reduce costs.

to run their local businesses, Our
aim is to combine the value of this
local identity culture with the financial
benefits of Group scale and transfer
of best practice.

_g To run our companies in To provide high quadlity, To prieritise our operations To run our business with
§ | a socially & environmentally locally focused passenger in high density urban strong financial discipline
& reshonsible manner transport services markets in the UK to deliver shareholder value
A VN A _ o
As 2 public transport operator, ‘We believe that providing a high We are unique among the other Qur aim is 10 deliver shareholder
corporate responsibility is integral quality service encourages passenger major public transport groups as value through a combination
1 the way we run our business, growth and offers an attractive we operate exclusively in the UK of earmings growth, strong cash
Ensuring the safety and security alternative to the private car We We focus our operations in high generation and balance sheet
of pur passengers and employees understand that punctualty reliabiliy density commuter markets, management, supplemented by value
is an absolute priority for us and our and value for maney are the most predominantly in the South East adding acquisitions and disposals.
performance on such issues is finked important factors for passengers of England, where there is a strong
to senior managers' and the Board’s when choosing 10 travel by public demand for public transport. We
remuneration. We are also transport. We believe our devoived are recognised as having significant
committed to reducing the structure and local focus helps to expertise in the UK bus and rail
E ervironmental impacts of our generate passenger growth as our market. This is welcomed by our
£ | operations and strongly believe local managers are able to respond shareholders and will remain our
& | that a sustainable public transport quickly to community needs. This primary focus. However, we will
E | retworkis key to the future of the flat structure enables us to closely consider investment in overseas
42 | UK We believe acting responsibly manage the performance of each operations if we believe that it
= | directly contributes to the success operating company while giving lkocal will add value for our shareholders,
§ of our business, In addition, reducing managers the autonomy they need

A

Managing progress

4 | In order to measure progress against our strategy the Board uses a number of Key Performance Indicators based around
%2 | operating responsivly and providing a high quality service. These are underpinned by strong financial indicators to ensure
P g resp £ anig
we deliver shareholder value. KPls are outlined on pages 13 and 14.
V'
Managing key risks
4 | The effective delivery of our strategy is dependent on the Group successfully managing our risks and opportunities.
& | A full assessment of how we internally manage risks and our key risk factors are outlined on pages 19 and 20.
12 The Go-Ahezd Group pk Annual Report and Accounts 2009




KPis

Key performance indicators (KPls)

Safety and environment KPls

Link to Strategic Priority |. p The following KPls underpin our strategic abjective to be a responsible operator:

RIDDOR accidents per |00 employees

The Reporting of Injuries, Diseases and Dangerous Occurrences Regulations (RIDDOR) & a satutory
requirement. for all comparnies and relates 10 a work place inddent which results in loss of work for over
theee days or a legally reportable indder to the Health & Safety Executive. Monitoring this KP1 helps us to
measure against our commitment ta provide a safe working ernvironment for cur employees, Our 2m is (o
reduce the rumber of accidents each yearWe were pleased to report no employee fatalities this financial
year, Group data is broken down by bus, rail and aviation services on pages 74, 34 and 37 respectively

RIDDGR octidents per {00 employees

2007 18

PR e e L T

Bus accidents* per miflion miles

The Board monitors the number of bus acdidents which result in a notfication 1 a dairms handler.
Moritoring this KP1 helps us to measure against our commitment to provide a safe and positive travel
experience for

our passengers and helps us 1o manage accident daim costs. Cur aim i to reduce the number of accidents
each year.

* Bus acodents which result in 2 notification 1o a daims handler.

Bus aceidents per million miles

SPADs per million miles

Across the rail industry train operating companies are legally required w report Signals Passed at Danger
(SPADs). Although every SPAD is treated as a serious incident, most SPADs occur at low speed where
braking distance has been misjudged and the train is stopped by automatic warning systerms and therefore
the lkelhaod of an accident is very low. Monitoring SPADs helps us to measure against our commitment
1o provide a safe passenger senice, Our aim each year is to reduce the number of SPADSs and the risk

of any incident when a SPAD does occur:

SPADs per million miles

[2008 | i24

Environmental performance

e are committed to improving our energy effidency and to defivering high quality services that provide
attractive alternatives to car travel. We monitor the carbon emissions from our core bus and rail operations
per passenger journey. A breakdawn of our bus and rail emissions per passenger journay and the Group's
total carbon emissions can be found on pages 23,28 and 41 respectively

* Excludes data from our aviation services drision, The conversion factors used are in accordance with ‘Guidelines to DEFRAs
Greenhouse Gas Corversion Factors for Company Reporting june 2008.

Carbon emissions per passenger journey*

a%é

Ll

093

Punctudlity KPls

Link to Strategic Priority 2. p The following KPls underpin our strategic objective to be a high quality operator:

Rail punctuality

The punctuality of our rail operations is measured on the basis of the Department for Transport’s Public
Performance Measure (PPM) maving annual average.This is the percentage of traing that arrive at their final
destination within five minutes of their scheduled arrival time having called at all scheduled stations, This time
frame is an industry standard definition of what constitutes being ‘'on-time"VWe are comrmitted to providing
reliable services and our aim is to improve punctuality each year. The PPM industry average is 90.6%*".

* London Midtand was acquired in Newermber 2007,
** Office of Rail Regulation — National Rai Trends — for the year ended March 2009,

Southern (%)

(2002 ] sar
|z008 ] w00
[2007 ] a2
Southeastemn (%}

|2002 | s0s
2008 ) ort
2007 | &0
Lendon Midland* (%}
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Group Chief Executive’s review continued

Punctuality KPis continued

London bus punctuality

The: reliability of our London bus aperations is measured on the basis of Transport for London's {Tf1)
excess waiting time. This is the time in minutes passengers have to wait for a bus above the average
scheduled waiting time. Therefore, the lower the excess waiting time the better. We are committed
to providing punctual services and our &im is to maintain our low excess waiting time performance.

Excess waiting time (minttes)

..................................... asssasvrraeanl

ro1

L7

* Source: DT Public Transpart Statistics 2008, Latest available data.

The industy average s 109 minutes, a6

Source:TrL. Data for | Apri) 9 — 26 june 05. P T TTTTTRTT N T I T ta e e nresnecotstnatsennnians

Deregulated bus punctuality Punctuality (%)

The punctuality of our deregulated bus operations is measured as a percentage of buses that arive at their e PP P T FPPPPIPSPPPPPR

S10p one minute early to five minutes late. Therefore the higher the percentage the better. This time frame [2009 ] 2097

is an industry standard definition of what constitutes being 'on-tme”\We are committed to providing reliable HI'"""-N"““““““““““"il-;a.".""""

services and our aim i to improve punctualfy each year, The industry average is 749%". e s
{2007 ] a1z

e

Financial KPis

Link to Strategic Priority 4. p The following KPls underpin our strategic objective to deliver shareholder value:

Operating profit growth Operating prafic* (£m)-

This helps us to measure the undertying performance of our operating companies. It is measured before P SN
amortisation and exceptional items to provide more comparable year on year information. We aim [2005

to increase operating profit® (excluding acquisitions or disposals) and adjusted earnings per share® "l """ PO TETTICEITTITIREELETITLAL L bbb b
year on year s

* Before amortsaion and excepionsl tems A
Strong cash management Cashflaw generated from operdtions/EBTDA (%)

We manage payment and receipts closely to corvert operating profit (before amortisation & exceptional Msemed4u4iiisaeiedidduninntnsttsunaranarevaaresnaatne
iterns) into operating cash, Qur aim is to mateh cashflow generated from operations to operating profit® (2008 | 1347

plus depreciation (EBITDA). fzo0s ] 902

* Before amertisation and excep‘iicral iterms, IIOO? I 1115

Capital investment
We invest in capital to both maintain and enhance our operations. Our aim is for capital investment
to match deprecation through the cydle, except if additional spend will add shareholder value.

Net copital investment/depreciation {%)

Value adding acquisitions

We continue to assess acquisition opportunities primarily in the UK but these will only be pursued if we
believe they will add value for our shareholders. We made no acquisitions in the financial year Our aim is for
post tax operating profit* from transactions to exceed our post tax weighted average cost of capital of 8%.

Net acquisition sperd {£m)

* Before amortisation and exceprional terns I g e
Progressive dividend policy Dividend cover (x)
We are committed to delivering shareholder value through cur progressive dividend pokicy. Ve measure ramnaan LedstalsdraiisEresrarrrsrnrrrrarrerrTaarrran
our dividend cover (adjusted eamnings per share* divided by dividend per share) to assess how much of |2008 ] 19
our profits we can pay out as a dwdend, Qur aim is for dividend cover to average 7x adjusted earnings """"‘“"“"'"""""'"‘""“"""l"‘“"‘
per share™ through the cycle. e
* Before amortiation and exceptional tems ] P
Strong capital structure Adjusted Net Debt/EBITDA (x)
We are committed to preserving a strong capital structure. Our aim is to maintain adjusted net R L LR R
debtERITDA at between | 5x and 25x through the cycle. {205 s

|2008 ] 145

[2007 | 148
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Finance review and risk management

Nick Swift, Group Finance Director |

“We will maintain
our strong financial
discipline to deliver
shareholder value.”

Finance review

Disciplined

The past year has seen unprecedented
turmoll in the financial markets,

highlighting the importance of financia!
discipline and strong cash management.

Operating profit

Operating profit* for the year was
£123.6m, 14.7% below last year (2008:
£144.9m) primarily due to a particufarly
strong prior year in our rail division.
Adjusted earnings per share* followed
a similar trend. down 12.9% to 152.3p
per share (2008: 174.8p). Basic earnings
per share were |4,7p per share (2008:
128.8p per share) as 2 result of
significant exceptional items.

Cash conversion

Cash conversion was excellent, with
cashflow generated from operations

of £233.4rm (2008: £192.5m) compared
to operating profit before depreciation,
amortisation and exceptional items
{(EBITDA} of £173.3m {2008: £194.0m).
Mast of this improvement came from
favourable working capita! movements
in our rail division which are expected
to reverse next year.

Balance sheet

Our balance sheet and finandng remnains
strong. Adjusted net debt to EBITDA
was | 57x at June 2009 (June 2006:
1.65x) and remains well within our target
range of |.5x-2.5x through the cyde, Our
funding is secured to November 2012
through a five year syndicated loan facilfty
and at June 200% we had headroom
within this faility of £101.0m.

Operating profit before
depreciation, amortisation and
exceptional items (EBITDA)

EBITDA was £173.3m (2008: £194.0m),
consisting of operating profit* of
£123.6m (2008: £1449m) and

depreciation of £49.7m (2008: £49.1m).

* Before amortisation and exceptional items.

Pensions

Operating profit* included the net
cost of the Group’s defined benefit
pension plans of £36.1m (2008:
£24.9m).The increase of £11.2m
comprised an additional £8.5m in rail,
of which £2.6m was due to a full year
of London Midland, and £2.7m was
non-rail costs (primarily bus). Company
cash contributions (o the schemes were
£2.8m higher than the net cost in the
income statement, totalling £38.9m
(2008: £41.7m, inclusive of a £7.5m
additional contribution).

The total net pension deficit after tax
was £60.1m (2008: £42.8m), consisting
of a total pre-tax liability of £83.5m
(2008: £59.4m) less a deferred tax
asset of £23.4m (2008; £16.6m).

The net deficit before taxation on the
non-rzil defined benefit schemnes was
£76.0m (2008: £59.4m), consisting
of estimated liabilities of £428.7m
(2008: £436.2m) less assets of
£352.7m (2008: £376.8m).

The net deficit before taxation on the
rall schemes was £7.5m (2008: £nil).
The nature of these schemes means that
we only recognise the share of deficit
{or surplus) expected to be funded

{or received) over the franchise period.

Goodwill and intangible amortisation
The charge for the pericd of £12.4m
(2008: £11.6m) represents the non-
cash cost of amortising goodwill,
intangibles including assets associated
with pension accounting for the rail
franchises and computer costs. The
increase against the prior pericd reflects
a full year of ownership of the London
Midland franchise.
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Finance review and risk management continued

Net finance costs

The net finance costs for the peried
reduced to £1 1.5m {2008: £13.8m)
due 1o a reduction in average levels
of net debt and lower interest rates
towards the end of the pericd. The
average net interest rate was 5.0%
(2008: 64%) for the pericd and the
proportion of gross debt held under
fixed interest agreements at 27 June
2009 was 47.2% (2008: 30.2%).

Exceptional items

Exceptional items were significant in the
year, totalling £57.7m before taxation,
of which £49.8m was recognised in the
first half. Most of the items were non-
cash, with cash items totalling £10.1m,
The largest item was a first half, non-
cash impairment charge of £38.4m
reflecting the challenging conditions

in aviation services. This reduced the
carrying value of the ground handling
and cargo operations within the aviation
services division to approximately
£20m at Decemnber 2008 and remains
appropriate at the year end.

Non-cash exceptional items also
included £6.9m relating to the fair
value of part of the current year bus
fuel hedge (designated as ineffective
under 1AS 39 ‘Financial Instrumenits;

Recognition and Measurernent’},

£0.8m in respect of accelerated
depreciation on articulated buses in
London with a further exceptional
charge of around £3m expected in
relation to this issue cver the next
two years, and £1.5m of provision
for onerous contracts in our Meteor
parking operations.

Exceptional cash costs totalled
£10.Im, consisting of restructuring
and reorganisation costs of £5.4m in
aviation services and £4.7m in rail.

Taxation

The net taxation charge in the income
statement of £23.7m (2008; £26.3m)
included underlying tax on ordinary
activities of £26.6m (2008: £29.1m),
equivalent to an effective rate of 26.7%
(2008; 244%).The increase in effective
rate compared 1o the decrease in UK
statutory rate for the period of 28.0%
(2008: 29.5%) reflects the reduced
availability of cost effective, tax efficient
asset finance arrangements in the period.

The charge also included an exceptional,
non-cash tax charge of £8.6m (following
the UK Government's abolition

of industrial buildings allowances
announced in July 2008) and a tax
benefit of £1 §.5m (2008: £2.8m)
resufting from the exceptional costs.

Minority interest

The minority interest in the income
statement of £12.0m (2008: £20.8m)
arises from our 65% holding in

Gowia Limited {which awns our rail
operations) and therefore represents
35% of the profit after taxation of the
rail division.

Adjusted earnings per share
Adjusted profit attributable to
members® was £65.4m (2008:
£76.0m). This consisted of a profit
attributable to members of £6.3m
(2008: profit £56.0m) adjusted to
add back members’ share of post tax
amortisation of £6.9r (2008: £6.4m},
and members' share of exceptional
items of £52.2m (2008: £13.6m).

The weighted average number of
shares reduced to 42,9 million (2008:
43.5 miflion) due to the repurchase
of shares during last year. The clesing
number of shares in issue, net of
treasury shares, was 42.9 million
(2008: 42.8 millicr).

Adjusted eamings per share* decreased
by [2.9% or 22.5p per share to [52.3p
per share (2008: | 74.8p per share).

Summuary income statement

Increase { Increase /

i i I

Operating profit* 123.6 144.9 (21.3} (14.7)%
Nﬂﬁmnce L (”5) (f38) E e

Profit before tax* r2a 1301 (19.0 (14.5)%
o “24) ..... ( - p P (69)% ......
Exceptional fters 174/ B (164) 413 (2518)%

Profit before tax 42.0 103.4 (61.1) (59.3)%
S expense .......................................................... PR (26.35 ........................ i

Profit for the year 18.3 768 (58.5) (76.2)%
Mmontymterest .......................... 50 I R e VoL

Profit attributable to members 6.3 560 (49.7) (88.8)%

Adjusted profit atributable to members* 65.4 760 (10.6) (139)%

“Weighted average number of shares (m) 429 435 08  (14%
Adjustedeammgspershare* o e e (22'5). .......... 7 2.9)% ......

* Before amertisation and exceptional itemns.
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Dividends

The Board is proposing a total dividend
for the year of 81.0p per share,
unchanged from last year and including a
preposed final payment of 55.5p payable
on 20 Novermber 2009 to shareholders
on the register at the close of business
on 6 November 2009, The is equivalent
to a total payment of £34.7m, based on
429 million shares. *

Dividends paid in the period represents
the payment of last year's final dividend
of 55.5p (2008: 55.5p) and the interim
dividend in respect of this year of 25.5p
per share (2008: 25.5p).

Dividend cover for the year was 1.9x
adjusted eamings per share® (2008: 2.2x).

Cashflow

Cash generated from operations before
taxation was £233.4m, an increase of
£40.9m against the same period last
year (2008: £192.5m). Favourable
working capital movements of £72.4m,
most of which are expected to reverse
next year and which primarily related
to the phasing of debtor and creditor
payrments in rail, offset other cash
outflows of £12.3m which included
exceptional cash costs of £10.1m.

Tax paid of £11.4m (2008: £18.1m)
was primarily the current portion of

the tax charge of £23.7m, of which
£8.6m was a non-cash charge relating
to the abolition of industrial buildings
allowances, less a refund of £5.2m

in respect of pricr years. Net interest
paid of £11.9m (2008: £14.0m) is in
line with the charge in the income
statement for the peried of £11.5m
(2008: £13.8m). Capital expenditure,
net of sale proceeds, was similar to
last year at £56.2m (2008: £54./m),
equivalent to | 1 3% of depreciation
(2008: 111%).

Dividends paid to parent company
shareholders amounted to £34.8m
(2008: £31.4m) and dividends to
minarity interests were £12.3m
(2008: £16.7m). During the period
the company has repurchased (3,615
shares at a cost of £0.2m (2008:
3.571,000 shares at a cost of £87.3m}
and 50,000 shares were issued (2008:
523,000 shares} on exercise of share
options for proceeds of £0.6m

(2008: £6.4m}.

Finance review

“Cash generated
from operations
before taxation
was £233.4m, an
increase of £40.9m
against the same
period last year.”

Directors’ Report: Business Review

Summary cashffow
i R B
EBITDA+ 173.3 1940 (20.7) (10.7)%
e S 5 G o
Cashflow generated from operations 2334 1925 40.9 21.2%
e o . v S
" Net interest paid . /4. 21 15.0%
Net capital investment (56.2) (54.7) {1.5) (2.7)%
Free cashfiow 153.9 105.7 48.2 45.6%
Net acquisitions (indl. acquired debt)fess disposals - (3 33 nfa
e i % 503 wE
“Dividends paid Cmmm— (47.1) (48.1) 10 e
Share issues less share buybacks 04 T eo9y RIS “wa
Decrease / (increase) in net debt 106.8 (53.3) 1601 nla
Opemngnetdebt ......................................................................................... ( 1978) ................. (’44 5 e s
Closing net debt (71.0) (197.8) nfa nla

* Operating profit before interest. tax, depreciation. amartisation and exceptional items.
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Directors’ Report: Business Review

Finance review and risk management continued

Capital structure
2009 (m) 2008 ()
Five year syndicated facility Dec 2012 3400 3400
“Amount drawn down at yeor end 2390 2620
Balance available {01.0 78.0
Restricted cash 181.2 1229
s i 555
Adjusted net debt 2723 320.7
EBITDA* 1733 1940
“Adjusted net debt  EBITDA* 157x 1.65x

Balance sheet

Net debt reduced in the year by
£106.8m {2008: increase £53.3m}
to £91.0m (2008: £197.8m).

Net debt consisted of amounts drawn
down against the £340.0m five year
syndicated loan facility of £239.0m
{2008: £262.0m); other bank loans of
£36.0m (2008: £52.8m); hire purchase
and lease agreements of £18.tm

{2008: £34.3m) and overdrafts of £5.0m
{2008: £5.8m), partly offset by cash and
short term depaosits of £207.1m (2008:
£157.1m) which included restricted cash
in rail of £181.3m (2008: £122.5m).

Most of the increase in restricted cash
reflects the working capital movements
in rail which are expected 1o reverse
next year. Adjusted net debt, consisting
of net debt excluding restricted cash,
was £272.3m (2008: £320.7m),
equivalent to 1.57x EBITDA (2008:
1.65x), well within our target range

of 1.5x to 2.5 through the cycle,

In addition, amounts provided to
the DAT for rail bank guaranteed
performance bonds were £131.7m
(2008: £96.5m) and season ticket
bonds of £110.2m (2008: £97.9m).

The Group had net liabilities of £2.5m,
primarily due to the low level of capital
employed within the rail operations.
The reduction of £77.0m compared to
net assets of £67.5m at 28 june 2008
consisted of profit for the period of
£18.3m plus proceeds of shares issued
of £0.6m and share based payment
credits of £0.5m, less: losses on financial
instruments of £29.9m net of tax; an
increase in pension scheme liabilities
of £19.4m net of tax and dividends
paid of £47.1m.

Distributable reserves in the parent
company used to pay dividends were
£443.3m (2008: £446.0m) which is
equivalent to 12.8 times the current full
year proposed dividend of £34.7m.

Financial outlook

We expect our financial position over
the next twelve months to remain
strong. The favourable working capital
movements in rail are expected to
reverse in the year, increasing net debt
but reducing restricted cash by a similar
amount. Capttal investment is expected
to increase by around £20m compared
to 2009, reflecting the investrnent in
the new Southem franchise. We have
recently secured additional three year
loan facilities of £30m to refinance
payments of medium term debt made
last year which will preserve funding
headroom under our five year
syndicated facility.

Overall, we will maintain our strong
financial discipline to deliver
shareholder value.

Nick Swift,
Group Finance Director
2 September 2009

* Operating profit before interest, tax, depreciation, amortisation and exceptional items.
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Directors® Report: Business Review

Principal risks and uncertainties

Risk management

The effective management of risk
is essentizl to the delivery of the
Group’s objectives, protection

of its reputation and achievement
of sustainable shareholder value.
Go-Ahead’s devolved management
structure supports our robust risk
management and internal control
framework, as detailed in the
Corporate Governance report

on pages 44 to 62,

The diagram below illustrates the
key roles and responsibilities for each
of the respective functions within our
risk managerment framework. Ultimate
accountability for Ask management
lies with the Board, supported by
the work of the Audit Cormnmittee

to which the Board has delegated
responsibility for reviewing the
effectiveness of the Group’s risk
management and internal control
systems. With clear feadership from
the Board and Audit Committee, the
Executive Directors play an integral

Finance review

role in helping the operating companies
identify, assess and monitor their
respective risks and controls.

Through monthly meetings with the
senior management of each operating
company, the Executive Directors
encourage open communication on
risk matters within a clearly defined
infrastructure and reperting process.
Ownership of risk identification

and mitigation lies with the senior
management in operating companies
where it is an integral part of day-to-
day local company operations,

Principal risks and uncertainties structure

* leadership of risk management

* moniters performance

* sets strategic objectives and risk appetite

The Go-Ahead Group plc Board of Directors

« accountable for the effectiveness of the Group's internal control and risk management processes

Audit Committee

* delegated responsibility from the Board 10 oversee risk management and intemal controls
* reviews the effectiveness of the Group's internal control and risk management processes
* monitors the role and effectiveness of the intemal auditors and the independence and expertise of the external auditors

+

Executive Directors

» oversee risk management
* monitor performance

whole Group
* monitor mitigation and controls

* communicate and disseminate risk policies
« support and help operating companies assess risk
* encourage open communication on risk matters

* assess materiality of risks in the context of the

« facilitate sharing of risk managament information
and best practice across the Group

3

Internal Audit

* independently reviews the effectiveness of the Group's
risk management and intemal contro! processes

* monitors and validates action taken by management

* provides assurance

* reports monthly to the Executive Directors

* reports quarterly to the Audit Committee

4

Operating Company Boards

+ define risk management roles at operational and project level

+ use risk as an explicit part of decision-making and management
of external relationships :

« continuous identification of risk, assurance and self-assessment

The Go Ahead Group plc Annual Report and Accourtts 2009
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Directors’ Report: Business Review
Principol risks and uncertainties continued

The below table summarises our assessment of the key risks and uncertainties that could impact the Group's performance. These risks
are manitored on an ongoing basis through the Group's risk management processes, together with the effectiveness of mitigation through
the internal control environment. Material residual risk is assessed by the Board and accepted if appropriate as an integral part of the risk
and reward of the business, or deemed unacceptable and therefore either reduced, transferred to third parties or avoided by no longer
pursuing the relevant activity. The matters described are not intended to be an exhaustive list of all possible risks and uncertainties,

Risk description

Potential impact on KPls

Mitigation

Group

Major accident or
incident {including
terrorism or disease
such as swine flu}

Potential for serious injury, service
disruption and lost eamings

* Rigorous high prefile safety programme throughout the Group
* Comprehensive insurance cover
* Appropriate contingency plans

Inappropriace strategy
or investment

Reduction in economic and
sharehelder value

« Comprehensive stategic discussions with main board and advisers

* Extensive valuation and due diligence, supported by external expertise
* Discipline to 'walk away' from opportunities

* Value adding investments are required to retum in excess of the Group's post

Financial market
inscability

Reduction In earnings
due to ‘excessive’ wage
settdements

Political or budgatary
changes

Loss of access to funds, boss of
investments, interest rate exposure

tax weighted average cost of capital

* Formally approved and regularty reviewed treasury policy in place
* Three year cashflow and covenant forecasts

» Five year financing secured ta 2012

« Comprehensive, low risk cash investment policy

« Over 509 of net debt held at fixed interest rates

A 1% increase in staff costs and salaries
across the Group would increase costs
by £8.7m

Changes to the regulatory environment

or financial support from the gavernment
could impact the Group's prospects

* Experienced approach to wage negatiations and fostering
of gaod relationships with employees and unions at operating company level

= Closely moniter relevant proposals for change in the regulatory environment
= Actively participate in industry, trade and government forums

Increased pension
scheme contributions
required

» Railway pension schemes and obligations cease at end of franchise
* Non-rail defined benefit scheres closed to new entrants
* Asset allocations de-risked. See note 28 for more detail

Bus fuel prices increase

An increase of ten pence per
ltre increases the cost of fuel
by approxdimately £11m

Concessionary fare
schemes do not provide
an adequate economic

Concessionary fares accounted for
around 20% of the current year's
deregulated bus revenue .

* Rolling fuel hedging programme
= Fuel fully hedged for next two years
= See page 26 for more detall

* Two thirds of our schemes have been successfully agreed with local authorities
for 2008/09
+ Diiscussions are continuing with the remaining schemes

R )
Economic downturn A 1% loss of revenue results in a * Improved revenue forecasting
reduces demand for reduction in operating profit of + Management action plans to reduce costs in the event of a downtum
bus services approximately £0.5m. assuming
all costs are variable
London bus contracts Adverse eamings impact * ‘Well located depots, 85% apacity freehold
nat renewed + Strong reputation for quality and cost control
Earnings volatility impacts Rail represents half of the Group’s * Al rail operations held through Gavia, which is 65% owned by Go-Ahecad
Group's financial strength currert year operating profit* and 35% by Keolis
Economic dewnturn A 1% loss of revenue results in * Improved revenue forecasting
reduces demand for a reduction in eperating profit of « Management action plans to reduce costs in the event of 3 dewntum
rail services approximately £11m, assuming all = OAT revenue support from | April 2010 in Southeastem
costs are fixed
;E Mew Southeastern Each 1% of revenue growth not achieved
titmetable {Including i5 approximately £5m of operating profi® » DHT revenue support from | April 2010 in Southeastern
high speed) from Dec 09 assumning all costs are fixed
does not meet bid
assumptions
Profic improvernent plans Each |% of revenue growth not achieved * Strong and experienced team assembled to deliver the new
in Southern franchise bid is approximately £5m of cperating Southem franchise
not delivered profit*, assuming all costs are fixed = Comprehensive tracking of delvery
0 Cyclical downturn in Reduced eamings due to lower number = Significant restructuring to reduce the cost base of the operations
2 | aviadon sector of aircraft turnarounds and cargo volume, + Strategic review of options
E . ard pressure on prices from airlines
v
8 oss of key aviation significant amount of revenue is * Maintain high quality of service competitive cost base
cL f ke fati A signifi f i Maintain hi ality of service and ith b
§ sarvices contracts held throvgh contracts which may be
< terminated with less than 20 days notice

* Before amortisation and axceptional items,

pi
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On average, around 1.6 million people  Bus eperating review
Performance overview 22
Dergated .24,
OO o B,

Bus

Go-Ahead is one of the UK's largest bus operators. Ve have a strong
presence in London, with around 21% market share. We also have
operations in the north east, Oxford, the south east and Southern England.

2009 Bus highlights

+ Record operating profit* of £66.6m (2008: £66.2rm),

* Expected to remain robust

* Before amortisation and exceptional tems

The Go-Ahead Group plc Annual Repart and Accounts 2009 2l




Directors” Report: Business Review
Operating review

2009 Bus highlights

Qur bus brands

Go-Ahead Go Go
London MNorth East South Coast
Metrobus Brighton & Hove Oxford Bus
Financial highlights
2009 2008
Revenue (£m) 5847 3577
“Operating profit* (£m) 66.6 66.2
Margin®* 114% 11.9%
Revenue growth
Regulated 6.1% 12.4%
Deregulated** 6.4% 8.2%
Volume growth
Regufateb"— miles operated 1.8% 12.7%
Deregulated — passenger journeys** 2.9% 2.9%

* Before amortisation and excepticnal iterns,
** Excludes Go West Midlands (sold in February 2008).

Revenue by operating company

2009 (£m) 2008 (6m)
Go-Ahead London e 2833 2670
Go North East 825 76.4

e

g el
TotalBus 584.7 557.7

T Sold in February 2008,

2009 revenue split Operating cost base
5.5%
14%
8.3%
Q‘ ox d
7% h Q
86% % h
61%
12.0% q "y
13.9%
{ Go-Ahead London & Metobus {.Labour & Deprecigtion
£ Go North East S5 Brighton & Hove 2 Fuel & Other
3 Go South Coast 6. Oxford Bus 3 Engineering

2] The Go-Ahead Group plc Annual Repert and Accounts 2009

Performance
overview

The performance of cur bus operations
was slightly ahead of our expectations,
delivering a record operating profit*
for the year.

Revenue increased by 4.8%, or £27.0m,
10 £584.7m (2008: £557.7m, including
£7.2m for GoWest Midlands scid

in February 2008), equivalent to an
increase of 6.2% excluding Go West
Midlands. Revenue increased in all six
operating companies.

Operating profit* was £66.6m,
marginally ahead of last year (2008:
£662m, including a loss of £3.9m for
Go West Midlands}. Operating profit*
margin was | |.4%, 0.5 ppts below
last year (2008: 1 1.9%). As expected,
this year's operating profit* included
additional costs for fuel, pensions and
accident claims as well as the year on
year benefit from the sale of the loss
making Go West Midlands business
in February 2008,

Our underlying fuet costs, before
defivery and duty, were around £{0m
higher than the same period last yean
We consume around | 10 million: Itres
of fuel each year and hedged all of
our fuel requirements for the 2009
financial year at 43 pence per litre
{ppl) compared with an average
price of 34ppl in 2008.

The 2009 financial year also included
an additional £2.6m of pension costs
and an additional £5.3m charged for
accident claim costs compared with
last year, despite a reduction in the
number of incidents compared to 2008.
The increases in claim costs primarily
relate to our London and North East
operations and we continue to manage
these claims closely.

Ongoing cost control remained a
priority across our bus operations,
Labour accounts for around two
thirds of our cost base and is

closely controlled through local wage
negotiations and ongoing productivity
improvernents. In addition, we estimate
we have saved around £2.5m
compared to last year through better
procurement, fuel consumption and
site energy consumption.

* Before amortisation and exceptional itams,




Total depreciation for the division was
£31.5m (2008: £30.9m) and capital
expenditure was £44.5m {2008: £36.3m),
Capital expenditure included £34.0m on
new buses to upgrade vehicles operating
.on a number of our key revenue
generating routes and to maintain the
average age of our deregulated fleet

as one of the youngest in the secton

Regulated

Our regulated bus operations in London
continued to perform well. Revenue
increased by 6.1% in the period,
consisting of an increase in contracted
mileage of [.8%, an average increase in
contract prices of approximately 4% and
an increase in guality incentive bonuses
to £14.2m (2008: £13.7m). We continue
to perform well in the TIL quality league
tables and operated in excess of 99.6%
of our target mileage before traffic
congestion losses.

Revenue trends were as expected.
The second half growth rate of 3.6%.
compared to a first half of 8.5% was
due 1o a 2.5% reduction in mileage
resulting from a nat loss of contracts
in the second half. Much of this has
been subsequently recovered for the
new financial year, Around 85% of our
depot capacity in London is owned as
freehold which provides a strong base
for contract renewals.

During 2009, TfL cornmenced the
decommissioning of articulated bendy'
buses as contracts are renewed. This

is expected to reduce residual values
and so we will provide for accelerated
depreciation of around £4m over the
next three years as an exceptional cost,
of which £0.8m has been recognised

in 2009,

Bus

A convenient way to travel

As urban areas become more congested buses
are increasingly seen as 4 quick and convenient
way to trovel Ivestment in modern and high
qudiity fleets by operating companies, cornbired
with investment by focal authorities in dedicoted
bus routes, has resulted in deaner, sofer, more
frequent and punciual services.

Go-Ahead’s London bus depots

Bus division fleet with CCTV

Having a good network of bus depots is important for London operators. Go-Ahead has 15 strotegically located
London depots with around 85% of our capacity owned as freehold.

Data as at year end.
The industry average is 52%. Source: DT 2008 Public
Transport Statistics — Data as at 31 March 2008,

Bus division CO, emissions
ber passenger journey

0.50 kgs co, ppi

The conversion factors used are in accardance with ‘Guidelines
to DEFRA's Greenhouse Gas Conversion Factors for Company
Reparting' june 2008.
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Directors’ Report: Business Review
Operating review continued

Average number of employees Staff turnover rate RIDDOR accidents per |00 employees
10,998 | 4% .52
’ o 1 ]
fzcm ........................ ]mm  — ST |200"; ................... |"|52
[mua ......................... ; mm e m;- cenra o ™
{zow .............. | ,w’ - R ] l- - 2007 .................. i
Beporting of Injuries, Diseases and Dangerous
Oceurrences Regulations (RIDDOR), See page 13 for
more information,
D I d Revenue growth trends remain
eregu ate robust, with second half growth

Revenue growth continued in our
deregulated bus operations through
a combination of fare increases and
growing passenger numbers,

Like for like revenue (excluding

Go West Midlands) was up 6.4% and
increased in each of our deregulated
businesses. The number of passenger
journeys was 2.9% above the same
period last year, with around two
thirds of the increase due to
concessionary passengers. Non
concessionary passenger numbers
increased by 1,2% for the full yean

of 6.2%, broadly similar to first half
growth of 6.6%. Passenger numbers
in the second half increased by 2.1%
compared to a first half rise of 3.6%.
The latier reflects the timing of the
national concessionary scheme which
started on | April 2008.The rate

of increase in non concessionary
passenger numbers accelerated from
0.8% in the first half to 1.6% in the
second half.

4 The Go-thead Group pke Anrual Repert and Accounts 2009

Value for money

Qur devolved struciure gives local bus companies
the autonomy to tailor products to their local
markets. In light of the current economic dimate,
Go North Eost has focused heavily on marketing
wvalue for money fares. The bus market is relatively
resflient to econormic downturns as buses can ofien
be the cheapest mode of transport.




Bus

[ Were on track |

The RIBAS"in cab prompt alerts drivers when
they are not driving fuel effidently.

Capital expenditure: £3 million
{Avg life of technology up to 10 years)

h 4
Aim:To improve fuel efficiency by
around 5%

w
Estimated annual savings:
* £2.5 million cost saving
* 14,500 CO, tonnes. Equivalent

Tonas Koroknai, one of Go-Ahead London's top performing fue! efficient drivars receives his Go-Green’ certificate from
Kelth Ludeman, Group Chief Executive.

to annual emissions from
2,600 households.

Wete doing our part
to cut emissions

We have made a significant investment in the latest ‘black box’ technology
which monitors engine behaviour and alerts the driver though an in-cab
prompt when they are not driving efficiently.

We recognise the environmental and
business benefits of improving our fuel
efficiency. During this financial year we
fitted all of our 3,500 buses with ‘black
box’ technology which monitors engine
behaviour. The technology includes an
‘in-cab® prompt which notifies the driver

when they are not driving in a fuel efficient
way. Data collected from the black box is
monitored and analysed back in the office.

Results have been encouraging with fuel
efficiency Improving by around 5%.

In addition to improving fuel efficiency
the technology, which promotes
smoother driving, can be used to reduce
accidents and data collected can also
play a key part in helping to mitigate
contentious accident claims. Improving

Qur bus drivers are a key element to
making the programme a success. All
drivers have been through aSafe &
Fuel Efficient Driving' programme which
includes both theoretical and practical
training. To help motivate employees,

passenger comfort and meeting the
higher standards of Quality Incentive
Contracts {QICs) for our London
operators are also major benefits

of the technology.

operating companies run competitions
and schemes to reward drivers who
drive safely and efficiently.

Hybrid technology

In additior: to improving our fuel efficency, we ore
cormimitted to trialing new technelogies. Go-Ahead
London i5 already on active participant in on-going
trials of the lotest hybrid buses, working in portnership
with Transport for London to keep abreast of developing
technology in this areq.

The Go-ahead Group ple Annual Report and Accounts 2009
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Operating review continued

Outlook

We expect the underlying performance
of our bus operations to remain robust
for the next financial year

Revenue growth in both our regulated
and deregulated operations is expected
to continue, albeit at a slower rate than
the last two years. In deregulated, this is
primarily because we are past the first
anniversary of the national concessionary
scheme {introduced on | April 2008)
and are in a lower inflation environment

In London, we continue to assume that
forthcoming contract renewals will be
more competitive than when originally
negatiated in 2002-2004 and that
quality incentive targets will become
increasingly challenging.

Cost control across the division will remain
a priority. This includes ongoing wage
negotiations and productivity
improvements to maintain competitive
labour costs (which acgount, for
approximately two thirds of our cost base).
We have fully hedged our fuel costs for the
financial year to June 2010 at 47 ppl and at
41 ppl for the following financial year to June
2011 and are confident we can recover the
additional cost of around £4m for the new
financial year. We are targeting further
progress with energy savings, fuel
consumption and procurement initiatives
and are not assuming any significant change
in pensions or accident claim costs
compared to the last financial year.

Overall, we expect performance next
year to be a {ittle below the record
level achieved this year The following
year (to june 201 |} is expected to
benefit from a lower cost of fuel and
contribution from two acquisitions,
namely East Thames Buses from TTL
for £5m and Arriva’s Horsham bus
operations for £5m, both of which are
expected to complete in the second
quarter of the new financial year

Making bus travel easier

in partnership with focal authorities, many

of our dereguiated bus routes offer re! time
taxt service’ Bus stops display @ unigue seven
fetter code and when passengers text thot
number they receive details of the next few
real time bus departures back within seconds.

In addition, many ef aur bus companies

have pages on facebook and wwitter where
passengers con keep up {0 date with the lotest
service information ond spedal prametions.

Hedging Policy & Prices

Our bus fisel hedging programme uses fuel swaps to fix the price of our diesel fuel in advance, Qur aim is to be fully hedged for the next
financial year three months before the start of that year, at which point we aim to have also fixed at least 50% of the following year and at
least 25% of the year after that This hedging profile is then maintained on a quarterly basis.

Bus fuel accounts for |19% of the cost base and we consume around 1 10 milion litres of fuel each year

Financial year Underlying cost of fire*
200708 33.7p (50% hedged at 29p)
e ettt Fu”ymdgm -t Penceper e
2009/!0Fu!b/hedgedat = b;;;é.per L
e - ; hedged o Penceperm ...................

I Befive defvery; duty and duty rebote thvough the bus services gran
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On average, around | million people  Ral aperating review

Performance overview 28

travel on our trains every day  sagen” TS

Rail

Qur 65% owned rail operation is the busiest in the UK, responsible
for nearly 30% of UK passenger rail journeys through its three
rail franchises: Southern, Southeastern and London Midland.

2009 Rail highlights

« Operating profit* of £61.5m

» Continued revenue growth

» Three franchises focused on high
density, urban commuter markets

* Before amortisation and exceptional tems.
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Operating review continued

2009 Rail highlights

Qur raif brands

Southern Southeastern London Midland
Financial highlights

. 2009 2008
Revenue (€m) 1,552.0 1,3784
Operating profit* (£m) 615 77.2

London Midlond

Passenger volurne growth '

* _ Before amartisation and exeptions] tems,

*+" Growth rates exclude Gatwick Express (became part of Southern on 22 june 2008).
*# Growth rates based on comparison with || November 2007 to 28 june 2008
(London Midland became part of the Group || November 2007).

Revenue by franchise

2009 (6m) 2008 (£m)

Southern

“Southeastern

¥ Part year in 2008, Franchise acquired in November 2007,

2009 Total Revenue

2009 Passenger Revenue

25.0%
. 103%

TR

T Southem
2 Southeastem

3 tondon Midland

15.6%

428%

41.6%

! Southem I Loadon Midland
2 Southegster
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Performance
overview

The results from our rail division were
in line with our expectations, following 2
particufarly strong performance last year.

Revenue trends were in line with

our expectations, broadly following
macro-economic indicators such as
Gross Domestic Product (GDP) and
employment levels, Revenue increased by
12.6% or £173.6m, to £1,552.0m (2008:
£1,378.4m), primarily due to the addition
of the London Midland and Gatwick
Express operations and continued
growth in like for like passenger revenue
in Southern and Southeastern.

Operating profit* fell by 20.3% or
£15.7m,to £61.5m (2008: £77.2m).
The reduction in operating profit* is
partly attributable to around £7m of
favourable settlements fast year {which
were not repeated this year) and to
higher costs this year for the Southern
franchise bid ef £3.5m (20:08: £0.3m)
and £2m for industrial relations issues
in London Midland,

Total depreciation for the rail division
was £130m (2008: £11.3m) and
£0.7m of the increase related 1o
London Midland. Capital expenditure
was £12.2m (2008 £9.3m), of which
£8.1m (2008 £1.9m) was in London
Midland and incuded investment in gating
and car parks to enhance revenue.

Rail division CO, emissions
per passenger journey

| .72 kgs cO,ppj

[z00% | r.72
a7 “Tres

The increase in CO2 emissians per pastanger journey is
rnainly & result of the addition &f the London Midland
franchise. Most of London Midland trains run on the diesel
network. Diesel is fve times more carbon tersie than
electrieitg The commnion facters used are in accordance
with “‘Guidelines 1o DEFRA's Greenhouse Gas Conversion
Factors for Comparty Reporting’ june 2008,




Southern

2009 revenue; £602.4m

Profit share: Currently in 60% profit
share with the DfT

Approx. 50% of passengers
are commuters

Regulated (peak-time) fare increases:
RPF* +1%

january based on the Retail Price Index (RFI)
as at July of the previous year,

The Southern franchise provides
frequent train services connecting
central London to south London, the
South Coast and East and West Sussex,
including express services to Croydon,
Gatwick and Brighton.

Performance Overview

Our Southern franchise performed
well, delivering an integrated Gatwick
Express service from 22 June 2008,
significant timetable changes from
December 2008, including new services
on the Brighton Main Line, and operational
support to the Thameslink programme,
whilst maintaining high levels of
operational and financial performance.

Our operational performance in
Southern remained strong despite
adverse weather in February.witha
record public performance measure
(PPM} showing that 90.7% (2008:
$0.0%) of our trains arrived on time.
Initial teething difficulties with rolling
stock on the Brighton Main Line, which
have now been resolved, resulted in a
small reduction in our Spring national
passenger survey customer satisfaction
rating to 80% (2008: 81%).

Total revenue in Southern consisted of
passenger revenue of £487.2m (2008:
£393.0m), other incorne of £32.5m
(2008: £29.8m) and net subsidy receipts
of £82.7m (2008: £134.3m).

The increase in passenger revenue
consisted of £63.0m from Gatwick
Express and like for like growih in
passenger revenue (excluding Gatwick
Express) of 7.9%. Like for like passenger
aumbers increased by 4.4% compared
to last year. As previously reported,
growth rates slowed in the second half
of the year, with like for like passenger
revenue growth of 6.0% compared

te | 1.1% in the first half. Like for like
passenger numbers increased by

2.2% in the second half compared

to 6.7% in the first half.

As expected, Gatwick Express
experienced a reduction in passenger
numbers as a result of the fall in air
traffic at Gatwick airpert, Overall the
Gatwick operations are estimated to
have contributed a small operating
profit* for the year,

Like for like operating profit* for Southem
was slightly below last year, with cost
reduction and profit share offsetting the
reduction in subsidy and the slowing in the
rate of revenue growth, Approximately
£21.1m of the reduction in subsidy
related to the change in the Network
Rail access charge regime from | April
2009, with an equal and opposite change
in the rall access charges. Other cost
reduction measures included energy
savings through regenerative braking and
the benefits of Group procurement. The
profit share arrangements in the current
franchise provide the DfT with 60% of
any profit increases or decreases.

Raif

Making rail travel easier

We are committed to making it easier for passengers
to trave! on our services, Southem hes launched on
onlfine booking systemn where passengers can quickly
ond easiy buy their tidets and can save a sgnificant
amount by buying advance tickets online.

Southern cost base (%)

Southern revenue split (%)

5%
\

Pl

5%

! Operating costs stoff 4 Operating costs other
2 Access charges S Fuel and electricity
3 Rofing stock charges

5%
4%

8l%

! Passenger 3 Other
2 Subsidy

Awarded

We were delighted to have been
aworded the Southemn franchise
for a second term.

See page 33 for details of the new fronchise.

Costs rounded 1o the nearest 5%
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Operating review continued

Southeastern revenue split (%)
%
15%
1%
| Passenger 3 Other
2 Subsidy

The high speed trains trove! ot speeds of up to [40mph.
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Southeastern

2009 revenue: £577.8m
Start of franchise: April 2006

Eligible for revenue support:
1 April 2010

Approx. 70% of passengers
are commuters

Regulated (peai("-'time) fare
increases: RPP* +3% to January 2010
and RPI+1% from January 201 |

* " Assuming two year extension granted.
** Annual regulated fare increases are made in
January based on the Retail Price index (RP])
as at July of the previous year.
The Southeastern franchise provides
frequent train services connecting Central
London to south east Londen, Kent and
parts of East Sussex In December 2009 it
will introduce the full timetable for the
UK first high speed domestic service
between Kent and London. Preview
services began in June 2009.

Performance Overview

QOur Southeastern franchise has
enjoyed a good year, delivering
significant timetable changes from
December 2008 and providing
operationzl support to the Thameslink
prograrmme as well as preparing for
the new timetable in December 2009
which will include the UK's first
domestic high speed rail service.

Qur operational performance in
Southeastern remained strong despite
adverse weather in February. OQur
punctuality (PPM} was 90.8% (2008:
91.1%) and the franchise achieved &
customer satisfaction rating of 76% in
the Spring national passenger survey
(2008: 79%), .

Total revenue in Southeastern consisted

of passenger revenue of £473.6m

(2008: £449,1m), other income of

£18.7m (2008: £15.1m) and net subsidy i
receipts of £85.5m (2008: £1 13.4m). ;

The increase in full year passenger
revenue was 5.5%, consisting of a first
ha!f increase of 8.9% and a second half
increase of 3.8%. Passenger numbers
increased by 1.0% compared to last

| Wee on track |

WVe're leading the way
in high speed travel

We are the first company to operate a high speed domestic
rail service in the UK The state of the art Hitachi trains travel

at speeds of up to 140mph.

In Decemnber 2009 we will launch the
full timetable for the UK’s first high
speed domestic rail service on High
Speed | (Channel Tunnel Rail Link).
The Hitachi buile trains will run at
speeds of up to 140 mph and will
dramatically reduce current journey
times between Kent and London.
Based on detziled modelling, we expect
the service to open up new markets
armong pecple currently commuting
by car to London and the Docklands.
Regulated fares for the service are
capped by the DfT at 20 — 30% higher
than current mainline fares.

.At the end of june 2009, we began

running limited high speed ‘preview’
services.We are proud of the fact that
the project is ahead of schedule and
wanted passengers to be able to try
the service early. The preview service
also allows us to test the service and to !
learn what passengers need and want. |
Cutting journey times from Ashford to [
London by 45 minutes to 37 minutes,
the preview services have already
proven to be very popular




year, with 2 first half increase of 4.3%
and a second half reduction of 1.7%
which was slightly better than the 2%
reduction we anticipated. The trends in
this franchise reflect the relatively large
percentage of London commuters and
hence the sensitivity to central London
employment. The difference between
passenger revenue and passenger
numbers reflects the RP| + 3% fare
regime in this franchise which continues
to 2010 and then reverts to RPi+ 1%
from 201 1.

Approximately £21.2m of the reduction
in subsidy related to the change in the
Network Rail access charge regime
from | April 2009,

Operating profit* was below the
exceptionally strong resutt for last year
but broadly in line with the franchise
bid. This was partly achieved through

a significant cost savings programme
which Southeastern started in the first
half of the year, including a reduction of
up to 300 paositions which incurred an
exceptional charge of £1.9m, procurement
savings and other efficiency savings which
in total are estimated to have saved
nearly £10m compared to last year

Rait

Southeastem subsidy profile (£m)

Southeastern cost base (%)

The abeve chart shows the subsidy Southeastern receives
from the DIT. Amounts shown are narminal and are before
changes to the access charge regime from | April 2009,
The subsidy turns to a premium of £18m in 201 3/14.Years
commendng | April

A5 A

25%

! Access charges 4 Ralling stock charges
2 Operating costsstaff & Fuel and eectricity
3 Operating costs other
Costs rounded to the nearest 5%

Ashford International to
London St Pancras
| hour 74 minutes to 37 minutes

London St Pancras International: Excellent connections:

London: six tube lines: Metropolitan, Circle, Hammersmith, Northern, Victoria, Piccadilly
UK: Ciose to Kings Crass and Euston Station connecting Londen with the rest of the UK
International: Eurostar to Lille, Brussels, Paris and Amsterdam. Close to London City Airport.

b 4

1.5 hours off your
daily commute

h

£4 extra a day*

*Based on a weekly season high speed preview service
ticket compared with the current rmainline fare,

For more infarmation about the high
speed service, induding timetables,

fares and an interactive map please
visit www.southeosternrailway.co.uk
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Operating review continued

Landon Midland subsidy profile (£m)

[2011 | 17
IN T I..‘;.s ..........
e i

The abeve chart shows the subsidy London Midland receives
from the DAT. Amounts shown are nominal and are before
changes to the access charge regime from | Apnil 2009,
Years commencing | April

London Midland cost base (%)

B.

IEX

1 Access chorges ¢ Rolling stock chorges
2 Operating costs staff - § Fuel ond electricity
3 Operating costs other

Costs rounded to the nearest 5%

London Midland revenue split (%)
nx
%
2%
I Passenger 3 Other
2 Subsicy

London Midland

2009 revenue: £37 ! .8m

Eligible for revenue support
11 November 2011

Approx. 50% of passengers
are commuters

Regulated (peak-time) fare increases:
RPI¥* +1%

* Assumes | 7 month extension is granted.

** Annual regulated fare increases are made in
January based on the Retail Price Indax (RP1}
as at July of the previous year

London Midland operates through the
heart of England, connecting London,
the West Midiands and the North West.
Go-Ahead was awarded the London
Midland franchise in November 2007,
The franchise is formed from parts of
the former Siverlink County and
Central Trains businesses.

Performance Overview

The second half performance of our
London Midtand franchise was mixed,
with good levels of revenue growth
offset by a number of operational issues
with the new December 2008 timetable
and industrial relations disputes which
added around £2m of casts in the
period. Despite these issues, we
achieved a PPM of 86.7% (2008: 88.6%)
and a customer satisfaction rating of
78% (2008:81%) for the period.

Mew secure cycle siorage.
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Total revenue in London Midiand
consisted of passenger revenue of
£173.8m (2008: £103.0m), other
income of £39.8m (2008: £23.6m)
and net subsidy receipts of £158.2m
(2008: £113.1m). Comparative figures
are from the start of the current
franchise on || November 2007,

Like for like passenger revenue growth
for the period from mid November to
end of June was 9.1% and like for like
passenger numbers for the same period
increased by 3.6%.

The change in the Network Rail access
charge regime from | April 2009
reduced subsidy payments by
approximately £21.2m.

As with Southeastemn, we are undertaking
a significant amount of restructuring in this
franchise and have recently appointed a
new managing director to lead these
changes. Restructuring costs to date have
resulted in a one off exceptional cash
charge of £28m.

Sustainable integration

We are committad 1o providing a sustainable ond
integroted transpart network. London Midend offers
reduced price parking for fow emission vehides and
free parking for electnc vehides, We are looking at
extending this aauss our other flanchises. Across the
Southern network we have doubled the amount of
seaure cyde spaces and as part of the new Southem
fronchise, we will be providing 1,500 extro cyde spoces.




Outlook

The overall outlock for rail for the
financial year to June 2010 remains
in line with our previousfy reported
expectations. We believe our three
franchises are relatively robust given
their focus on high density, urban
commuter markets. However, we
continue to assume that underlying
demand (before new services and
intatives) will slow in line with the
recent half year treads.

Changes to regulated fares will be based
on the July 2009 RPl of — |.4% compared
to our previous assumption of -3%. This
means regulated fares in January 2010
are expected to reduce by 0.4% in
Southern and London Midland and
increase by 1.6% in Southeastern.

In combinztion, we are not expecting
underlying passenger revenue growth
(befare new services and other initiatives)
to be significant to June 2010,

Southern

In Southem, our exdisting franchise
operates until 20 September 2009
Bhuring this period, we expect to maintain
eamings at similar levels to the equivalent
pericd last year —in part due to the
profit share regime which allocates 60%
of any incremental profit or loss to the
DT until the end of the franchise. The
new franchise aims to improve the
underlying revenue trends by 4-5% to
June 2010 through initiatives which were
not financially viable under the profit
share regime.We are well progressed
with mobilisation for the new franchise
and with preparation for these initiatives,
which include improverments to
timetable, revenue protection and

train and station investment.

Southeastern

In the first half for Southeastern, we
expect benefits from our restructuring
programme to offset broadly the )
adverse trends in passenger revenue
growth. Resutts for the second half will
largely depend on the success of the
new timetable and high speed rail
services from |3 December 2009.To
date, the public reaction to the preview
of the high speed service has been
excellent. The high speed fares will
average 20-30% above the current
feres. This increase is generally perceived
to be reasonable by passengers given
the significant reduction in journey
times. Whilst difficult to predict. at this
stage we are targeting a mid single digit
percentage increase in overall passenger
revenue growth for the year as a result
of the new timetable and services, with
revenue support from the DfT available
from | April 2010 if the revenue
growth is below this level,

Londen Midland

In London Midland, our new
management team will aim to offset the
impact of lower revenue growth through
operational improvements, restructuring
programmes and further investment in
revenue enhancement projecis
including gating and car parking.

Overall

Our rail operations should deliver a
good level of profitability in the year
ahead, albeit below the level achieved
1o June 2009,

Rall

New Southern Franchise

WWe were defighted to have been awarded
the Southern franchise for a second term.

S_r.art of franchise: 20 September 2009

Franchise renewdal: july 2015*

Eligible for revenue subport:
2] September 2013

Approx. 50% of passengers
are commuters

Re:gt.ﬂ'avtea| (peok-time) fare increases:
RPI* +1%

* With a two year extension at the discretion

of the DXT,

** Annual regulated fare increases are set by the

DAT at Retail Price Index (RPI) as at July of the
previous year.

View a dealfed presentation of
our new Southern franchise on
worew go-shead comigoaheadiir/presentations!

The new Sowthern franchise
premium profite {£m)

The above chart shows the premium the new Southern
franchise will pay the DFT, Amounts shawn are nominal Yeary
commencing | April
* Part year (franchise runs from 20 September 2009 to

Judy 2015},

Directors’ Report: Business Review

A safe and secure way to travel

We are committed to ensuning the sofety of our
passengers. We have made excelient progress in
reducing the leve! of crime on our rail networks.
Southeastern has seen a 25% drop in reported

Rail carriages with CCTV

.............................. PITLEVITYPREYRTPRITSE crime over the past four years and the leve! of
[ R arime aaross the Southern network is now ot hoif
................................................... the rate it was in 2003, in addtion, as part of the
[ e new Southem fronchise we have comemitted to
................................................... providing ive 24 hour CCTV monitoring across af

of eur stations. London Micland has ochieved secure
statiers dgcreditation gt 51 of its stations cevering
76% of passengers trveliing on the network.

| One of our live CCTY moenitoring centres.

* Before amortisation and before exceptional iterns,
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Operating review continued

RIDDOR accidents per 100 employees

| Wee on track |

[2000 ] 0ss
[2008 - ] a5z
[2007 ] os

Reporting of Injuries, Diseases and Dangerous Occurrences
Reguations (RIDDORY). See page |} for more information,

Average number of employees

[009 ] 10438
(2008 ] 100
2007 741

Staff turnover rate

For more informatien you can
download our rail factsheets
at: www.go-ahead.com/

. gocheadfirlfactsheets_raill
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Reducing train electricity consumption

Over half of the Group's carbon emissions result from rail traction electricity. It was
therefore a significant achievement when in 2008 Southemn and Southeastern became
the first ol operotors to introduce regenerotive braking on the third rail system™. This
saves energy by capturing electricity through braking and returning it to the roil
network. In addition, coasting boards and eco-driver training will Felp further reduce
energy consumption ocross our rail operations.

* The third roil or conductor rofl is the electrical system by which some woins daaw their power. This system
is mainly found in the South of England.

AR
2009 Southern resufts*: .
5% reduction in efectricity traction consumption.

* Resuits are for Southern only es Southeastern currently have o small proporton, around 5%, of fleet fitted with
regenerative broking. 65% of Southem's fleet is now fitted with regenerotive braking. The number of trains fitted
with the broking technology will continue to increase across both fronchises next finendigl year, futher reducing
electricity traction consumption,

b 4

2009 savings:
* £1.3 miflion cost saving

* 10,740 CO, tonnes. Equivalent to
annual emissions from 2,000 households.




We serve around 40 million passengers  Aviation Services operating review

Performance Overview 36

each year through our aviation services S 37

viation Services

We are one the UK’s largest independent cargo handlers, ground handlers
and car parking operators. The division operates from 15 airports and
services major airline operators such as British Airways,Virgin and bmi.

2009 Aviation Services highlights

* Operating loss* of £4.5f;;

* Ongoing restructuring plans
* Before amortisation and exceptional itarns.
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Operating review continued

2009 Aviation Services highlights

Qur avigtion services brands

Plane Handling Ltd Aviance Meteor

financial highlights

2009 2008
Revenue {(£m) 2094 2630
Operating (foss)/profit* (£ém} (4.5) 1.5
Margin® (2.1)% 0.6%
Revenue growth
Ground handling (15.1)%
Cargo (14.9)%
Meteor (36.0)%
Volume growth

(14.4)%  134%

(19.0)% 4.7%

(11.4)% 9.7%

* Before amortisation and exceptional iterms

Revenue by operating octivity

Ground handling

C&rrgo

Meteor

Total

Revenue split

Operating cost base*

205%

18.7%

| Ground honding & Meteor
2 Cago

4%

6%

1 Labour
2 Other

* Excludes Meweor
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Performance
overview

The results from the aviation services
division were in line with our
expectations despite the difficult
trading conditions.

Revenue fell 20.4% or £53.6m to
£209.4m (2008: £2630m) and the
operating profit* decreased by £6.0m
1o an operating loss of £4.5m (2008:
profit £1.5m).The operating margin*
fell 2.7% from an operating profit
margin of 0.6% to a negative margin
of 2.1%.

Total depreciation for the division
was £5.2m (2008; £6.9m) and capital
expenditure was £2.5m (2008: £5.5m).

Ground handfing and cargo

Our ground handling and cargo
operations achieved revenue of
£156.5m (2008: £195.9m) and an
operating loss* of £5.2m (2008: loss
£0.7m).The second half loss of £27m
was similar to the loss in the {irst half of
£2.5m and was achieved through cost
reduction plans to offset accelerating
revenue reduction,

Revenue in ground handling decreased
by 15.1% far the full year, consisting

of a first half reduction of 12.9% and

a second half reduction of 17.3%,
reflecting a similar trend in the number
of aircraft turnarounds. Around 40% of
the full year reduction was due to the
closure of our operations in Gatwick at
the end of August 2008 and, to a lesser

Through our ground handling operations we are
responsible for 28% of all Heathrow’s wrnarounds.




Aviation Services

Average number of employees Staff turnover rate RIDDOR accidents per 100 employees
5,691 30% 3.86
’ 0 L]

[2005 ] seer 2009 ] 20% [200% ] 288
[2008 | 6670 [2008 | 2% [2002 | 344
2007 | 6.232 [2007 ] 30% [2007 | 220

* Reporting of Injuries, Diseases and Dangerous Occurrencas

Regulations (RIDDOR). See page |3 for more information.

extent, the dosure of Leeds Bradford Meteor

towards the end of the year The
underlying reduction in aircraft
turnarounds reflects the broader
economic impact on the aviation sector,
leading to reduced flight schedules and
additional cancellations which reduces
our revenue given we are primarily
paid on a per turnaround basis.

Revenue reduction in our cargo
operations was particularly significant
in the second half, with a decrease of
20.5% following a first half reduction
of 9.8% to give a full year decrease of
14.9% compared to last year This was
driven by reduced levels of world trade
which resufted in a reduction in our
cargo volumes of 19.0% for the year
Throughout this period, we have
managed to maintain high levels

of service quality whilst achieving
significant reductions in our cost base.

Around twa thirds of our cost base

is labour, and we have continued with
our restructuring programme, incurring
£5.4m (2008: £8:0m) of exceptional
costs, which typically pay back through
reduced operating costs within twelve
months. In addition, in the second half
of the year we renewed theVirgin
ground handling and cargo contracts
for a further five years.

We also recognised a non-cash
exceptional impairment charge of
£38.4m in the first half, reflecting the
difficult trading conditions, to reduce
the carrying value of these operations
to around £20m.

QOur Meteor parking and security
cperations reported revenue of
£42.9m, 36.1% or £24.2m below last
year (2008: £67.1m) and an operating
profit* of £0.7m (2008: £2.2m).The
reduction in revenue reflects the expiry
of our BAA parking contract at Stansted -
in September 2008. Operating profit*
was down by £1.5m to £0.7m, consisting
of a profit of £0.8m in the first half and
a second half loss of £0.1m.The second
half included start up costs of £0.5m
incurred from January to May relating
to new parking arrangemenits at a
number of arport hotels,

We have also recognised an exceptional
provision ¢f £1.5m for three parking
contracts which we consider to be
onerous in the current econornic climate.

Outlook

Whilst there are some signs that activity
levels in ground handling and cargo
have stabilised, we will continue with

, our restructuring plans to protect

against near term deterioration in
cperating results and strengthen
our position for the medium term,

As previously reported, in Meteor
parking our BAA contract at Heathrow
expires in Septernber 2009.We have
made a number of changes to our cost
base and expect the operating resutts
from Meteor next year to be similar

to those achieved to June 2009

Mergor is one of the UKs largest independent parking
companies. It has on estabfished presence at many UK
airports and manages car porks across our rail network.

International air passenger and freight
tonne kilometres

| Passenger RPKs

2 Air freight FTKs

Source: International Air Transpart Association (IATA)
RPK: Revenue passenger kilometre
FTK: Freight tonne kilometre
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Corporate responsibility

Responsible

| 2009 Highlights

Carbon Trust Standard

We became the first UK transport
operator to be awarded the Carbon
Trust Standard in recognition of our
wark to reduce carbon emissions.

16% site energy reduction
We achieved a |6% reduction in site
energy* as a result of the commitment
of our employees and new energy
efficient lighting systems,

Improved efficiency
ACross our bus operations we have
rnade significant investments in engine
monitoring technology and driver training
schemes. This has resufted in fuel
efficiency improvernents of around 5%.

Renewable sources

Around 75% of our site electricity

is generated from renewable sources
including hydro-power, wind-power
and biomass fuels.

Energy saving

The introduction of regenerative braking
on the third rail system has resutted in
around a 5% reduction in traction eleciricity
usage on the Southern network.
Energy Forums

Five Group energy forums were held

this year where operating companies
share best and emerging practice on
reducing carbon emissicns.

Gold Rating

For the third year in a row Go-Ahead
achieved a gold rating in Business in the
Community's (BITC} Respensibility Index —
the highest rating amongst comparable
participating public transport operators.

Operating our companies in a socialty
and environmentally responsible
manner is a key part of the Group’s
strategy and is deeply embedded
across our organisation at all levels,

Benchmarking our performance

We continue to participate in the
Business in the Community (BITC)
Corporate Responsibility Index. These
voluntary indices help us to compare
performance against other leading UK
businesses, including many FTSE 100
companies. For the third year ina

row we were awarded a gold rating

by BITC, the highest rating amongst
comparable participating public
transport operators. In achieving this
level, Go-Ahead has demonsirated that
it improves responsibility throughout
its operations by providing a systematic
approach to managing, measuring and
reporting on business impacts in society
and on the environment.

In December 2008 we became the
first public transport company to be
officially certified with the Carbon Trust
Standard. The Carbon Trust Standard is
the UK's enly independent certification
recognising achievements in action on
dimate change by leading orgarisations
in industry, commerce and the public
sector. t is also the world’s first carbon
award scheme that requires an
organisation to measure, manage and
reduce its carbon footprint and actually
make real reductions year-on-year,

We have been included in the
FTSE4Good index every year since
its creaticn.

Our responsibilities

Through engagement with stakehclders
we have identified seven key areas

of respensibility:

I, Safety & Security

2, Improving our environrmental
performance,

3. Reliability, convenience, punctuality
4, Accessibility for all

5. Affordability

é. Community relationships

/. Role as an employer

Our performance against all of these
issues can be found in our corporate
respensibility web report and
accompanying surmary document
We are in the process of standardising
and enhancing our responsibility targets
across the Group and lock forward to
reporting on these next year.

This section facuses on how we manage
our safety and environmental performance
and highlights key achievements this year,

Robust management

The safety and security of our passengers,
our people and the general public is

an absolute priority for the Group. The
Board also places a significant emphasis
on improving energy efficiency as this

has important environmental benefits and
helps to reduce operating costs.We do not
have separate Board level committees for
corporate responsibility and health & safety
as we believe it is fundamental for the
Board as a whole to be involved in these
areas, which are integral to our business.

We believe that effective management
can only be achieved through robust
measurement Internal safety and energy
targets for each of our twelve cperating
companies are set at the beginning of each
financial year. Performance against safety

| Publishing our responsibility data

Corporate responsibility has always
been at the heart of Go-Ahead. Ve were
the first in our sector to publish our
environmental data and this year we

will be publishing the Group’s corporate
responsibility data in a new upgraded web
report which gives stakehalders easier
access to more in-depth information.

Last year we were the first in our sector to
produce an Economic Impact Report which
measures the significant contribution we

make to the towns and cities we operate in.

* Like for ke comparison, Gas consurnption data has been normalised by use of degree days to account for variations in temperature,
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targets is linked to both operating company
senior managers' and Group Executive
Directors’ remuneration.

The Group's flat structure enables the Board
to closely manitor the performance of each
cperating company, For example, safety and
energy KPls are reviewed at menthly operating
company board meetings, chaired by the
Group Chief Executive and Group Finance
Director. See page 44 in the Corporate
Governance section for more information
about how our devolved management
structure enables the Group to be managed
in a particularty effective way.

Corporate
responsibility

Electricity consumption (kwh)

1.200

May 08 Julos Sep 08 Nev 08 jan 09 Mar 03 May 09

The abawe chart shaws the effect of the energy saving lights at curVictoria Sidings train depot. near Victoria Station London,

Reducing our site energy

in jJune 2009 we replaced traditiona! high bay fights ot

our bus and rail depots and multi storey car porks with new
intelligent energy saving lights, The traditional ights occounted
for a significant proportion of the carbon dioxide ermissions
caused by our site energy use dnd were very expensive (o
run. The new lights have sensors so that they turn on and
off according to movement and if it is e sunny day they
con adiust themselves to be less bright. This means that the
systern oy provides light when it is needed, Initigl results
have been very encouraging and at some depots electricity
usage has reduced by around 50%

Capital expenditure: £2.4 milfion
{average fife of technology- up to 10 years)

A 4
Aim:to reduce Group site electricity
consumption by around 10%

A 4

Estimated annudl savings:

« £1 miflion cost saving

* 4,300 CO: tonnes. Equivalent to annual
emissions from 780 households.

This year, our economic impacts
have been incorparated within our
Corporate Responsibility Report,

As part of our commitrment to provide
locally focused services we continue
to be the only company in cur sector
to produce a separate environmentzl
and social report for each of our
operating comparties,

l:l To view our environmental data publications

visit: www.goahead.com/igoahead/responsibility/se_reports/
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Corparate responsibility continued

| 2009 safety highlights

I 1% reduction
RIDDOR* accidents per 160 employees
reduced by | (%,

* Reporting of Injuries, Diseases and Dangerous
Oceurrences Regulations (RIDDOR).
See page |3 for more detail,

28% reduction
SPADs* per million miles reduced by 28%,

* Signals Passed at Danger, See page (3 for
mare detail

Sharing best practice

The Board is ultimately responsible for
the Group's corporate responsibility.
However, as we operate though a
devolved structure, each operating
comparly manages their own safety and
energy programmes and performance

is reported to the Board through

the Executive Directors. Operating
companies have safety and energy
committees which are each led by a
senior manager specificalty responsible
for the company's performance (see the
chart below for our internal resporsibility
structure). Companies often run internal
competitions and specific safety and

environmental days in order to encourage Greenest Bus Fieet
staff participation and to ensure these Investing in @ modern public transport system
issues maintain a high profle, 5 key to attracting passengers out of private
cars. Through sustained investment Go-Ahead is
Although the Group is decentralised, recognised as having the youngest and greenest
we recognise the importance of sharing bus fleet of the major UK aperaiors®.
best practice. The Group regularly holds Southern Vectss, part of Go South Coast, s
heafth & safety and energy forums the main bus operator on the lsle of Wight
where companies share best practice Its modem fleet and frequent services mean it is
and help develop Group wide standards integral to the community and @ core contributor
and po]]cies‘ In addition, each Qperaﬁng tg the Island’s vision of cbtaining carbon neutrdlity
company works closely with the Group by 2020,
Engineering Director and the Group * TAS Partership — August 2008 (analysis
Envirenment & Energy Manager, excludes regulated London operations).

Group safety and energy responsibility structure

New technology

Engine monitoring technology fitted

and 'safe and fuel efficient’ driver training
completed across bus division. This

is designed to reduce the number of
acdidents as well as improve fuel efficiency.

Secure station status

Southern has achieved secure station
status at 68 of its stations representing
93% of passengers across its network,
London Midland and Southeastern have 51

ccrv
90% of bus fleet and 72% of train
carriages now fitted with CCTV,

Sharing best practice

Four health & safety forums held and
health & safety section on Group intranet
established to help share best practice
across operating companies.
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The Group’s health & safety and energy
& environment policies can be found on
the Group's website www.go-ahead.com.
In addition, we have arrangements and
policies at Group and operating company
levels to deal with major events, incuding
terrorism or potential significant disasters.

Partnerships

We work closely with Personnei Health
& Safety Consultants Ltd (PHSC) to
ensure compliance with health & safety
legishation, PHSC undertake regular staff
interviews and audits and present their
findings to the Audit Committee.

To help improve the Group’s energy
efficiency and to keep abreast of the
latest technologies we work closely
with the Carbon Trust and are members
of a number of working groups.

We are the only public transport
operator to sit on the Council of the
Low CVP {Carbon Vehicle Partnership).
The Low CVP is a government funded
undertaking with industry financial
support; its mission statement being
‘To accelerate a sustainable shift to low
carben vehicles and fuels and create
opportunities for UK business.

We are also a member of Green500,
one of a number of London
Development Agency initiatives

to work with organisations with

the greatest carbon saving potential.
It aims to set a global standard of
environmental excellence which will
set members apart as bastions of
global organisational citizenship.

In addition, we have just become

a member of the Electric Vehicle
Partnership (EVP} created by the
Lendon Mayor's offiice. EVP is designed
to encourage the use and development
of electric vehidles. To date we are the
only passenger transport operator of
pure electric service support vehicles
in England.

Total Group €O, emissions (tonnes)

{ Roil electricity 534,631 & Bus diesel 297,342

sammsEmamEEitseasarsaetearnE ANy baddssssanmanaaas

3 Roildiesel 42,584 & Site energy 43,244

o0
g ! 2 3| &
s

! Rail electricity 495,414 1 Bus diesel 302,657 3 Rail diesei 28,982 & Site energy 59.672
~
2 ! 2 q
~

I Ral electricity 414,225 & Bus diesel 267,595

2009 Tawal 973,783
2008 Total 886,725
2007 Total 773,538

3 Rol diesel 11,012

& Site energy 50,704

The chart abave shows absolute CO; ernissions and indudes acquisitions of new businesses. The converslon
foctars wsed are in accordance with ‘Guidelines to DEFRA's Greenhouse Gos Conversion Factors for Company

Reporting' june 2008,

Corporate
responsibility

Smart metering

We befieve that effective management can only
be achieved through robust megsurement We
have fitted ‘smart” electricity ond gas meters

4t our Jargest consuming sites to ensure
Gccurate meadsurement.
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Directors’ Report: Corporate Governance

Board of Directors

Sir Patrick Brown
Non-Executive Chairman

Term of office: Sir Patrick Brown joined the Board in
January 1999 a5 Non-Exacutive Director, becoming
Non-Exeautive Chairman in October 2002, Last
re-elected by shareholders at the 2008 AGM, he will
again stand for re-election at the AGM in October 2009,
independent On appointment.

Committae membership: Chairman of the Remuneration
Committee and Nomination Committee. Regularty
attends Audit Cornmittee by invitation.

External appeintments: Senior Independent Director

at Northumbrian Water Group pk (Chainman of the
Audit Committee and member of the Momination and
Rermuneration Cormmittees); Nor-Executive Director
of Northumbrian Water Ltd and Northumbrian Water
Share Scheme Trustees Ltd,

Previous experience: Sir Patrick spent ten years in
industry and management consultancy before joining
the Civil Service, initiafly invohed in privatisation in

the Department of Transport during the [9805. He
then moved to the Department of the Environment,
before returning to the Departrnent of Transport

as Permanent Secretary from 1991 to 1997,

Andrew Allner
Non-Executive Director

Term of office: Andrew Allner joined the Board in
Ocrober 2008. He will be standing for election for
the kst time following his appointment at the AGM

in October 2009,

Independent: Yes.

Committee membership: Chairman of the Audit
Committee. Member of the Remuneration and
MNeomination Committees,

External appointments: Non-Executive Director at
CSR plc (Chairman of the Audit Committee and
member of the Nomination and Remunaration
Committees); Non-Executive Director at Marshalls plc
{Chairman of the Rernuneration Corrymittee and
mermber of the Audit and Nomination Commitiees);
MNon-Executive Director at Northgate ple (Chairman
of the Audit Committee and member of the
Nomination and Remuneration Committees).
Previous experience: Andrew is 2 chartered accountant
and a former partner at Price Waterhouse. Ha was
Group Finance Director of RHM ple, between 2004
and 2007, and Chief Executive of Encodis plc prior to
this. He was also a Non-Executive Director of Moss
Bros Group plc and Chairman of their Audit
Comemitiee until 2005.
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Keith Ludeman
Group Chief Executive

Term of office; Keith Ludesman joined the Board

in September 2004 and was appointed as Group
Chief Bxaadtive in July 2006, He was last re-elected

by shareholders at the 2007 AGM,

Committee membership: Member of the Nomination
Committee, Attends Audit Committee and
Remuneration Committee by invitation,

Extarnal appointments: Non-Executive Director

of ATOC Ltd.

Previous experience: Keith became a main Board
advisor in 1998, after joining Go-Ahead in 1996 when
the Group acquired London General. Prior to this
he held senior managament positions in several bus
companies, mainly at Managing Director level. in
Greater Manchester, Lancashire and London, He has
also workad overseas and as a transport consultant He
was appainted Chiel Executive of the Group's London
bus division in 1997 and then moved over to head the
rail division in 1999.A postgraduate transport planner;
he is a fellow of the Institute of Logistics and Transport
and a fellow of the Institute of Raiway Operators,

Rupert Pennant-Rea
Non-Executive Directorf
Senior independent Director

Term of office: Ripert Pennant-Rea joined the Board in
October 2002 and was appointed Senior Independent
Director in Octaber 2008, He was last re-alected

by sharebolders at the 2006 AGM and will stand

for re-election at the AGM in October 2009,
Independant: Yes,

Committee membership: Member of the Audit,
Remuneration and Nomination Committees.

External appointments: Non-Executive Chairman

of PGl Groug Ltd, Acuity VCT plc, Acuty VCT 2 plc
and Henderson Group plc, as well as Chairman of
Henderson Group plc Nomination Commettee, Non-
Executive Director of Times Newspaper Holdings Ltd,
The Econcmist Newspaper Limited. Defagic Group
Ltd, Specalist Waste Recyding Ltd, Gokd Fields Ltd and
First Quantum Minerals Lid.

Previous experience: Rupert was Ceputy Governor of
the Bank of England from 1993 to 1995, prior to which
he was Edror of The Economist. He has held a variety
of Non-Executive Directorships over the last 15 years.

Nick Swift
Group Finance Director

Term of office: Nick SwAft was appointed to

the Board as Group Finance Director in July 2007.
He was elected by shareholders, following his
appaintment, at the 2007 AGM,

Committes membership: Attends Audit Cormmittee
by imtation.

External oppointments:None

Previous experience: Prior 1o Go-Ahead, Nick worked
as Group Finance Manager at Hanson plc where he
was responsible for investor relations and had also
peen Head of Tax and Treasury and Group Financial
Controller: He joined Hanson plc in 2000 following
s acquisition of Proneer International where he held
a number of senior corporate and operational
finance roles including European Finarce Director.
He has prior experience of the transport industry
having been Group Finandial Reporting Manager at
Air New Zealand which he joined from Touche Ross.
He is a Charterad Accountant.

Carolyn Sephton :
Group Company Secretary i
Term of office: Carolyn Sephton was appointed |
as Group Company Secretary in Juty 2006,

Committee membership: Secretary 10 the Audit,

Rernuneration and Nomination Committees.

Extemgl appointments: MNone,

Previous experience: Carolyn joined Go-Ahead

in 2001 and is a Chartered Secretary. Prior to her

appeintment as Group Company Secretary she

was Assistant Company Secretary for the Group

with responsibility for non-rail pensions and a wide

range of company secretariat functions induding

share schernes, legislative compliance, corporate

governance and cedes of conduct specific to the

Group's business actvities. Prior to working for

Go-Ahead, Caroln spent twebve years working

for Northern Electric, predominantly in the field

of persions.




Senior Management

Alex Carter

Managing Director, Go South Coast

Alex has been Managing Director since 2003,
He cantraols eight businesses within Go South
Coast embracing bus, coach and engineering.
Alex joined the bus industry in 1981 in its
rationalised form and has held a number

of senicr roles post-privatisation,

Alan Eatwell

Managing Director, Metrobus

Alan has been Managing Director since 2001
and was previously the Group s Engineering
Director Alan has over 40 years experience

in the bus industry and successfully participated
in the management buy-out of Brighton & Hove.

Peter Huntfey
Managing Director, Go North Eost

Peter has been Managing Director since 2006,
He has brought a wide range of innovations and
developments to the north gast business, Peter
has over 30 years experience in the bus industry
including periods warking with local and national
Government on policy development.

John Trayner

Managing Director, Go-Ahead Lendon

John has been Managing Director since 2006,
He jained the Group in 2002 as Cperaticns
Director of Landen Central/ London General
having previously held senicr positions at Arriva
London. He has been in the transport industry
for 30 years.

Chris Burchelf

Mangging Director, Southern

Chris has been Managing Director of

Southern since April 2006, having previousty

been Operations Director for two years.

He has alsc worked at Thames Trains, the

Foreign & Commonweakth Office and Raitrack,
accumulating over 10 years of raiway experience.

Charles Horton

Managing Director, Scutheastern

Charles has been Managing Director since

April 2006, after three years in the same role at
Southern. He has gained extensive management
experience in a career spanning 23 years on
National Rail and London Underground.

Patrick Verwer

Managing Director, avignce UK

Patrick joined as Managing Director in December
2007. Previously, he spent more than 10 years
with Netherlands Raitways in various executive
roles, Patrick came to the UK in 2002 to head

up the Serco/ NedRailways Merseyrail concession
it Liverpock He started his working career as

a senjor police officer in Rotterdam,

Martin Dean

Menaging Director, Bus Development

Martin joined Go-Ahead in 2008. He leads
and acts as & focus for alt bus development
and acquisition activity in the Group. Previously,
Martin held senior management roles in rail
and bus with FirstGroup and National Express.
He began his career with London Transport

Roger French

Managing Director, Brighton & Hove

Roger has been Managing Director of Brighton
& Hove since the company was purchased by
Go-Ahead in 1993, He joined Brighton & Hove
in 1982 and as general manager he was part of
the Compary ‘s management buy-out Roger
received an OBE in 2005 for his services to
public transport.

Philip Kirk
Managing Director. Oxford Bus Company

Philip has been Managing Director since 2001,
having joined the company in 1995 shortly after
it was acquired by Go-Ahead, He has 30 years
experience of managerial and technical positions
in bus companies.

Mike Hodson

Managing Director, London Midland

Mike was appointed Managing Director in July
2009. Previcusly, he was Operations and Safety
Director of Southeastern and was instrumental
to the successful introduction of the High Speed
preview service. Mike was Managing Director of
Thames Trains from 2003 16 2004 and has over
30 years' experience in rail.

Tom Smith

Managing Director, Rail Development

Tom has led the rall division's business
development and franchise bidding activity since
2001. Previously Tom was Managing Director of
the company that financed and buik the Mé toll
motorway He spent | | years in the diplomatic
service after graduating from Oxford.

Stephen Turner :

Managing Director, Meteor

Stephen has been Managing Director since

1993 when the company was founded and was
part of a management buy-out in 1994 along
with three other private sharehclders, Previously,
he spent 20 years in the property industry,
invchved in both commercial property letting
and management.

Rob Williarns

Managing Director, Plane Handling

Robr khas been Managing Director since 2007,
Previously, he was director of cargo for aviance
UK. werking in the aviation services division of
Go-Ahead for 2 total of seven years. His career
1o date has spanned 30 years in both the aviation
and shipping industry. holding numerous senior
positions within these sectors.
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Corporate Governance

Sir Patrick Brown, Chairman I

"It is our belief that
good governance will
facilitate efficient,
effective and
entrepreneurial
management that
can deliver
shareholder value.”

“ The Go-Ahezd Group pk Annual Report and Accounts 2009

Governance

The Board Is committed to
maintaining the highest standards of
corporate governance. The Combined
Code of Corporate Governance
states that good corporate governance
should contribute to better company
performance by helping a board
discharge its duties in the best
interests of the shareholders. This
section of the report describes how
Go-Ahead achieves this, including
statements of how the Company
complies with the Combined Code
of Corporate Governance.

The composition and effectiveness

of Go-Ahead's Board is a key element
in achieving the Group's long term
corporate performance.We believe
that our Board, which comprises five
members, enables us to operate
effectively, with the appropriate balance
of skills and experience. The relatively
small size of our Board is appropriate
in the context of our devolved
management structure and does not
compromise the needs of the business.
Importantly. the Board is able to operate
cost effectively for its shareholders.

While the Board delegates some

of its responsibilities to the Audit,
Remuneration and Nomination
Committees, it still retains full Board
responsibility for a number of key

areas such as heakth and safety, corporate
social responsibility and risk management.
The Board feels that it is fundamental
that the Board as a whole is involved in
decision making in these areas and this
‘hands-on’ approach has served the
business well over previous years.

Our devolved structure

Because of our devolved management
structure, local management throughout
the Group are empowered to operate
our companies as autonomous business
units, whilst working together to share
experience and expertise around the
Group.We believe that this structure,
as illustrated on page 45, enables the
Group to be managed in a particularly
effective way. For example, many
aspects of the Group's day-to-day
operations repert through operating
company senior management directly
into the Board through the Group
Chief Executive and the Group

Finance Director:

* The Executive Directors sit on the
board of each operating company
and meet formally with local senior
management each month. As each
operating company is a separate legal
entity, and because of the autonomous
nature of the business units, minutes
of each meeting are recorded.

The Executive Directors hold regular
meetings with the Managing Directors
of all of the operating companies

{the 'Chief Executive Group’) to
facilttate the sharing of experience
and best practice across operations.

The Executive Directors meet on

a monthly basis with the senior
managers who are responsible for
the key centralised Group functions
(the ‘Executive Team Group’) which
include company secretarial, finance,
pensions, properties and services,
procurement and technology.

In addition, there are a number of Group
forums that are held on a regular basis
and which consider finance, engineering,
health and safety, and energy matters,
These key forums, which report directly




10 the Executive Directors, enable
representatives from all operating
companies to share best and emerging
practice, to seek synergies and cost
savings, to improve quality and to achieve
economies of scale wherever possible.

Key changes this year

The Board of Go-Ahead reviews

the way the Group is managed each
year against best practice corporate
governance. Following such a review
during the year, we were pleased to
announce two important changes,
which we believe demonstrate our
commitment to good corporate
governance and further improves our
compliance with the Combined Code:

Senior Independent Director

The Board was pleased to announce
the appointment of Rupert Pennant-Rea
{who was appointed as a Non-Executive
Director of the Board in October 2002)
as Senior Independant Director in
October 2008, This represents a change
to the previous constitution, and historic
non-compliance with the Combined
Code, where no Senior Independant
Director was appointed. While the
Executive Directors aim to ensure
effective communication with
shareholders and investors, if contact
through these channels has falled to
resolve any concems, or such contact

is not appropriate, shareholders and
investors can contact the Senior
Independent Director.

Chairman of the Audit Committee

In conjunction with the appointment
of Andrew Allner as a Non-Executive
Director in October 2008, the Board
were also pleased to announce
Andrew's appointment to the position
of Chairman of the Audit Committee.
This represents a change to the
previous constitution, and historic non-
compliance with the Combined Code,
where the Chairman of the Company
was also the Chairman of the Audit
Committee. While the Board still
considers the attendance of the
Company Chairman at Audit
Cormmittee meetings to be important
in order to ensure that all members of
the Board are equally aware of any
issues and the detail behind them, such
attendance is now by invitation enly.

While there are still two provisions of
the Combined Code where we do not
comply, in relation to the constitution
of the Audit and Remuneration
Committees, the Board has again
considered these areas diligently during
the year and is of the view that there
are sound business reasons for
continued non-compliance at the
current time (see page 46).

We are pleased to be able to
demenstrate the Board's commitment
to good practices of corporate
governance through constant re-
evaluation of the Board, its structure
and performance, augmented by the

mare formal annua! performance
evaluation process we have in place
(see page 49). It is our belief that
good governance will facilitate
eficient, effective and entrepreneurial
management that can deliver
shareholder value over the longer
term, and | believe the Go-Ahead
Board is successful in its endeavours
in this regard,

M""‘
ir Patrick Brown,

Chairman
2 September 2009

—_—

Board and management structure

The Go-Ahead Group plc
Board of Directors

Audit Remuneration
Committee

Committee

Executive
Directors

Nomination
Committee

Executive
Team
Group

Operating Chief

Company || Executive
Boards Group

Group
Finance
Forum
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Corporate Governance continued

Compliance with the
Combined Code

The Board confirms that the Company
has been in full compliance throughout
the financial year with the main principles
of the Combined Code published in june
2008 {the 'Combined Code’).The
Company has also complied with all

of the provisions set out in Section |

of the Combined Code, with the
following exceptions:

A.3.3 — One of the independent Non-
Executive Directors should be appeinted
as the Senior Independent Director
Following the appointment of Rupert
Pennant-Rea as Senior Independent
Director in October 2008, Go-Ahead is
now fully compliant with this provision.

B.2.! —The Remuneration Committee shoukd
be made up of at least three independent
Non-Executive Directors and the Company
Chairman should not chair the Committee
The Board has reviewed the terms

of reference of the Remuneration
Committee during the year; including

its constitution and chairmanship, and
continues to believe that, due to the

small size of the Board. it is appropriate

for the Committee to comprise of the
Non-Executive Chainman and the two
Non-Executive Directors.The Board is

also of the view that the Chairman of the
Board, who was considered independent on
appointment, remains the most appropriate
person o chair the Remuneration
Committee. This constitution has been in
place throughout the financial year, although
Christopher Collins resigned from the
Committee in October 2008 and was
replaced by Andrew Allner (independent
Non-Executive Director),

It is the Board's view that the
Remuneration Committee’s composition
enablas the Board to comply with

the applicabte main principle of the
Combined Code in that it has a formal
and transparent procedure for developing
policy on executive remuneration and

for fixing the remuneration packages for
individual Directors (see the Directors'
Remuneration Report on pages 53 1o 58).
In addition to this, no Director is involved
in daciding his own remuneration, also a
requirement of the Combined Code.
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C.3.] —The Audit Committee should be
made up of at legst three independent
Non-Executive Directors

The Audit Committee currentfy comprises
the two Non-Executive Directors, At the
start of the financial year, the Committes
comprised the Non-Executive Chairrman
and both Non-Executive Directors,
however, following the appointment

of Andrew Allner as Chairman of the
Audit Committee in October 2008,

the Chairman of the Company now
only attends meetings at the invitation
of the Committee,

The Board is of the opinion that the Audit
Committee's composition enables the
Board to comply with the applicable main
principle of the Combined Code in that it
has formal and transparent arrangements
for considering how the financial reperting
and internal control principles are applied
and for maintaining an appropriate
relationship with the Company's auditors
(see Audit Committee report on page S1).

Summary of complionce

We have explained above the two
provisions of the Combined Code with
which we do not comply. The Board, having
considered these areas diligently during
the year, is of the view that its composition,
and that of its Committees, are appropriate
for the application of good principles of
corporate governance within the business
and relevant for the size and complexity

of the Group.The Beard encourages all
shareholders to put their views to the
Company and enter into dialogue if they
require any further information on the
Company's position as outlined. This can
be done by contacting the Group
Company Secretary at the Company’s
Registered Office.

A copy of the Combined Code published
in June 2008 is available on the Financial
Reporting Council's website (wwwifrc.org.
uk/corporate/combinedcode/cfm).

Board organisation
and structure

The Board and its role

The Board is made up of the MNon-
Executive Chairman, two Non-Executive
Directors {one of whom is the Senior
Independent Director) and two Executive
Directors {the Group Chief Executive and
the Group Finance Director). The
Diractors’ biographies can be found on

page 42. All the Directors were members
of the Board throughout the financial year,
with the exception of Andrew Allner
who was appointed with effect from

24 October 2008 tc replace Christopher
Coilins whe retired following the Annuzl
General Meeting on 23 October 2008,

The Board holds a minimum of seven
scheduled meetings a year, with the
Group Company Secretary in attendance.
Additiomal meetings are held as and when
required.The Board has delegated specific
responsibilities to the Audit, Remuneration
and Nomination Committees, each of
which has terms of reference which detail
their authcrity ang duties. The Board has
a formal schedule of matters reserved to
it for decision (see page 47).

The Board also maintains a Board
Procedures Manual. prepared in response
to the Combined Code. This includes
formal procedures for the working of
the Board and its Committees, delegated
authorities, the timely provision of
appropriate information and the duties
and responshbilities of Directors, incuding
standards of conduct and compliance.

In addition to Board and Committee
meeting attendance, the Non-Executive
Directors are encouraged to update their
skills, knowledge and familiarity with the
Company in order to competently carry
out their responsibility to Go-Ahead's
shareholders. During the year. the
Chairman of the Board visited each
operating company, in addition to
attending most meetings of the Chief
Executive Group. Andrew Allner’s induction
to the Board also included site visits to
each operating company and meetings
with key advisars (see page 49).Both

the Chairman and the Non-Executive
Directors attend the Group's annual
Senior Management Conference each yean,
enabling them to review and discuss the
Group's strategy with senior managers
from across the Group.

Responsibility for the operation of Group
companies, implementing Group strategy
in accordance with the strategy agreed by
the Board and achievement of objectives
is delegated to the Group Chief Executive
and Group Finance Director. The Executive
Directors meet regularly with the senior
management and staff in the Group's
operating companies, both formally via the
maonthly board meetings, and less formalty
on a regular basis.




Schedule of matters reserved
for the Board

Approval of the Group's strategy,
objectives, values and overall
governance framework.

Approval of the Company’s Annual
Report and Accounts, Directors'
Remuneration Report, Turnbull
Statement and Half Year Reports.

Approval of any interim dividend and
recommendation of the final dividend.

Approval of the Notice of Annual
General Meeting and the resalutions
to sharehclders therein, including
the recommendation for the
appointment, re-appointment

or removal of the Auditors.

Approval of all other circulars, listing
particulars, and carrespending
documentation sent to shareholders,

Approval of any changes to the
Company's constitutiona!
documentation.

Approval of the Group’s financial,
taxation and treasury management
policies, dividend policy. long term
financing, annual budget and
operating plans.

Approval of material capital projects,
investments, acquisitions, franchises
and disposals.

Approval of any significant change
in accounting, tax or treasury
management policies or practices.

10 Approval of changes in the capital

structure of the Company or its status
as a public limited company listed on
the London Stock Exchange and, in
particular; the issue or allotment of
shares in the Company otherwise
than pursuant to Company-approved
employee share schemes and share
buyback programmes.

Responsible for the appointment,
re-appointment and removal of the
Chairman and Directors and the
recommendation 1o shareholders
of their election or re-election
under the Articles of Association;
the appointment and removal of
the Company Secretary; ensuring
that suitable procedures are in
place for succession planning and
the fees payable to the Non-
Exacutive Directors.

12 Approval of the Board Procedures
Manual {including the Conflicts of
Interest Policy), the division of
responsibilities between the
Chairman and the Chief Executive
and this Schedule of Matters
reserved for the Board.

13 Responsible for establishing
Cormnmittees of the Board, approving
their terms of reference, reviewing
their activities and where appropriate,
ratifying their decisions.

|4 Approval of all minutes of Boarg
and Committee meetings.

|5 Respensible for oversight of internal
control, risk management, health
and safety matters and corporate
social responsibility.

Board meetings

Directors are expected, wherever possible,
to attend all Board meetings, relevant
Committee meetings and the Annual
General Meeting. The Board has regular
scheduled meetings throughout the year:
At least one of the meetings each year is
dedicated to reviewing the Group's strategy.

During the year ended 27 June 2009, the
Board held seven scheduled meetings. The
table below shows Directors' attendance at
scheduled meetings they were eligible to
attend during the financial year. There were
also a number of additional Board

meetings held to consider matters arising
before the next scheduled Board meeting.
The Chairman and Non-Executive
Directors periodically meet without

the Executive Directors being present.

The agenda for each Board meeting is set
by the Chairman, in consultation with the
Group Chief Executive. Detailed briefing
papers in relation to the business to be
conducted at each meeting are circulated
to the Board at least cne week before each
meeting and individual Board members have
direct access 10 the Executive Directors and
the Group Company Secretary should they
wish to receive additional information on
any of the items on the agenda.

In accordance with the changes to

the Compzny’s Articles of Association
approved at the 2008 Annual General
Meeting, the Board has established robust
procedures for ensuring that their powers
to authorise conflicts are cperated
effectively and that the procedures

are followed. As such, all Board meetings
commence with an opportunity for

all Directors to declare any potential
conflicts of interest.

Board meetings are siructured to allow
open discussion. Key senior managers
and advisors attend relevant parts of
Board meetings as required to ensure
that the Board is properly informed
about the current issues facing the
business. Minutes of all meetings are
circulated promptly afterwards.

Meeting attendance
Audi Remuneraton  Nominction Annual
Board G Commi Cammi General Meeting
Director A Poss Ad  Poss At Poss Act  Poss Aa Puss
Sir Patrick Brown 7 7 400 4 4 4 2 2 ot
Rupert Pennant-Rea 77 4 4 4 4 2 2 It
Andrew Allner 4 4 2 2 [ 0 0 o 0
Christopher Collins® 3 3 2 2 3 3 o [
Keith Ludeman 7 7 4 4 4 4 2 2 o
Nick Swift 7 7 44 4 0 0 feo | o

Act - Actual  Poss — Possible

(1) Sir Patrick Brown attended twoe meetings of the Audit Committee as the Chairman of the Committee prior
to October 2008 when he was replaced as Chairman of the Audit Commitige by Andrew Allnar, since then
Sir Patrick Brown attencied two further meetings of the Audit Committee by invitation.

(2) Andrew Aliner was appointed to the Board, the Audit Committes, the Remuneration Committes and the

Mornination Committee. all with effect frorm 24 October 2008.

(3) Christopher Collins retired from the Board, the Audit Committee, the Remuneration Comnmittee and the
MNomination Committes, on 23 Octaber 2008, following the 2008 Annual General Mesting,

(4) Kefth Ludeman and Nick Swift attended the stated number of meetings by invitation of the relevant Committee.
Keith Ludeman’s attendance at Remuneration Committee meetings was on a part meeting basis whers discussions

were held in respact of his own remuneration,
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Division of responsibilities

The offices of the Chairman and Group
Chief Executive are held separately. The
Company Chairman is Sir Patrick Brown
and the Group Chief Executive is Keith
Ludeman. There is a clear division of
responsibility between the Chairman
and the Group Chief Executive, with
the division of key responsibilities, as
agreed by the Board, shown below:

Chairman:

+ leadership of the Board, ensuring its
effectiveness in all aspects of its role and
setting its agenda, taking int6 account the
issues relevant to the Group and the
concerns of all Board members;

ensuring a regular evaluation of
the performance of the Board
and its Committees;

facilitating the effective contribution
of Non-Executive Directors; and

.

encouraging active engagerent by all
members of the Board and constructive
relations between the Executive and
Non-Executive Directors.

Chief Executive;

* running the day to day business of the
Group, within the authorities delegated
by the Board; ’

+ leading the development of the Group's
strategy, induding identifying and
assessing opportunities;

-

ensuring the execution of policies and
strategy as set by the Board as a whole:

ensuring effective communication with
shareholders and investors;

day to day leadership of the executive
and senior management tearm; and

ensuring that the Chairman is kept
updated in a timely manner of issues,
events and developmenits.

Senior Independent Director

The Senior Independent Director,

Rupert Pennant-Rea, is an important

point of contact for shareholders in the
event that they have concerns which have
not been resolved through the normal
charnels of Group Chief Executive, Group
Finance Director or Chairman or for which
such contact is inappropriate. The Senior
Independent Director also leads a meeting
of the Non-Executive Directors at least once
2 year, without the Chairman present, where
the Chairrnan'’s performance is evaluated.,
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Non-Executive Directors

The role of the Non-Executive Directors
is to challenge constructively, help develop
proposals on strategy, scrutinise the
performance of managernent in meeting
agreed goals and objectives and moniter
the reporting of performance. The Non-
Executive Directors must satisfy themselves
an the integrity of financia! information
and that financial controls and systems of
risk management are robust and defensible.
They are responsible for ensuring
appropriate remuneration and succession
pfanning arrangements are in place in
relation to the Executive Directors.

Board balance and independence

The Board considers that an appropriate
batance between the Executive and Non-
Executive Direclors is necessary to
promote shareholders interests and to
govern the business effectively. Excluding
the Chairman, half of the Board are Non-
Executive Directors, who bring objectivity
to the Boardroom as they are not involved
in the day to day running of the Company.
The Chairman of the Board is also a Non-
Executive role. The balance of Non-
Executive and Executive Directors is
shown in Figure |.

The Chairman was considered
independent on his appointment and

the Board considers both of the Non-
Executive Directors, Andrew Allner

and Rupert Pennant-Rea, to be robustly
independent in character and judgement.
The Board believes that there is sufficient
weight of Non-Executives to be able to
effectively counterbalance the executive
element.The Board also regularly assesses
the other commitments of its Non-
Executive Directors and is satisfied that
there are no confiicts of duties and that
the Non-Executives have sufficient time to
fulfil their responsibilities to shareholders.

It is important that the Board ensures
planned and progressive refreshing of the
Board and the balance of experience of
the Non-Executive Directors, in terms of
their length of tenure, is shown in Figure 2.

Company Secretary

The Group Company Secretary is Carolyn
Sephton, who was appointed in July 2006.
Her bicgraphy can be found on page 42,
She is Secretary to the Board and all of
its Committees, The Group Compary
Secretary reports to the Company
Chairman in her role as Secretary to the
Board and its Committees. For all other
company secretariat matters, including
the management of the Group’s non-rail
pensicn arrangements, the Group
Company Secretary reports to the
Group Finance Director,

The Group Company Secretary is
responsible to the Board for ensuring

that Board procedures are complied with,
including ensuring effective communication
flows within the Board and its Committees,
as well as the provision of accurate, timely
and clear information to the Board ahead of
Board meetings. She is also responsible for
ensuring that the Board is regularly updaied
an matters of corporate govermance,
legislative changes and regulatory regimes
affecting the Group.The appointment and
removal of the Company Secretary is a
matter for the Board as a whole.

All Directors have access to the advice and
services of the Group Campany Secretary
and may also take independent professional
advice, at the Group’s expense, if they
believe it necessary for the proper
discharge of their duties as Directors.

Fig I: Balance of Nen-Executive
and Executive Directors

Fig 2: Non-Executive Directors” tenure

-~

! Non-Executive Chairman & Executive Directors
2 Independent Non-Executive Directors

I 03yeors 3 9+ years
2 3-6 years .




Board effectiveness

Appointments to the Board

During the 2007/08 financial year, on the
announcement of Christopher Collins'
intention to retire following the 2008
Annual General Meeting, the Nomination
Committee commenced a selection
process for the appointment of a
replacerment Non-Executive Director

An external search agency was appointed
1o assist in the identification of suitable
candidates, After interviewing a number
of potential candidates the Committee
unanimously proposed, and the Board
unanimously accepted, the appointment
of Andrew Allner with effect from

24 October 2008,

Andrew is a Chartered Accountant with
significant Executive and Non-Executive
experience, Following his appointrnent
to the Board, he was also appointed as
Chairman of the Audit Committee, due

to his extensive recent financial experience,

He is also a member of the Nomination
and Remuneration Commitiees.

A full, formal and tailored induction was
arranged for Angrew prior to him joining
the Board. This included a full briefing of his
responsibilities and obligations under law,
regulation and corporate governance
guidelines. Andrew visited each operating
company, where he met with local senior
managerment, as well as meeting with the
Group Chief Executive and key Group
personnel. Specialist support was provided
from the Group Finance Director and the
internal and external auditors on particular
areas in relation to the Audit Committee.

As is the case for all Go-Ahead’s Non-
Executive Directors, Andrew has not been
appointed for a specified term. However, in
accordance with the Combined Code, he
will stand for election by the shareholders
at the 2009 Annual General Meeting and
for re-electicn at intervals of no more than
three years thereafter; Since joining the
Board, Andrew has demonstrated his
commitment, making a well qualified and
effective contribution. As such, the Boand
recommends unanimously to shareholders
that they elect Andrew Allner as a Non-
Executive Director at the 200% Annual
Gereral Meeting.

Re-election of Directors

At the 2009 Annuzl Generzl Meeting,
in addition to Andrew Allner standing
for election by the shareholders for the
first time foliowing his appointment o
the Board, Sir Patrick Brown and
Rupert Pennant-Rea will be standing
for re-election,

Sir Patrick Brown joined the Board in
1999 as a Non-BExecutive Director,
becoming Nor-Executive Chairman in
2002. He has now served on the Board
for more than nine years and therefore,

in accordange with the Combined Code,
submits himself for annual re-election.
The Board recognise his industry-wide
experience and long-standing contribution
to the Board. Furthermare, Sir Patrick’s
performance evaluation reaffirms his
continued effectiveness in his leadership of
the Board, Remuneration and Nomination
Committees and the Board unanimously
believe that he should be re-elected for a
further year.

Rupert Pennarit-Rea became a Non-
Executive Director of the Board in 2002

and was appointed Senior Independent
Director in 2008, He was last re-elected

by the shareholders at the 2006 Annual
General Meeting, and therefore, in‘accordance
with the Combined Code, submits himself for
re-election. Following the Board's formal
performarce evaluation, as well as assessment
against independence criteria and potential
conflicts of interest, the Chairman can confirm
that Rupert’s performance continues to be
effective and he demonstrates commitment
to the role. He is well known to investors

and finandal professionals and available to
shareholders in his role as Senior Independent
Director as required. The Board, therefore,
recommends unanimously his re-election

for a further term.

Performance evaluation

The Board has adopted a pracedure for
the evaluation of the performance of the
Board, its Committees, individual Directors
and the Group Company Secretary, as
shown in Figure 3.,

This evaluation, which is led by the Chairman,
is carried out by an external consultant on an
annual basis. The Non-Executive Directors,
led by the Senior Independent Director, were
responsible for the performance evaluation
of the Chairman, taking into account the
views of the Beecutive Directors, No
significant issues were raised during this

year's evaluation,

Fig 3. Performance evaluation

Questionnaire

Completed by each Director
Analysed by external consuttant

Interview
Each Director met with external consuttant

A 4
Board meeting

Findings presented and discussed
at Board meeting

Relations with shareholders

The Group recognises the importance

of regular communication with all of its
shareholders. The reporting calendar is
dorninated by the publication of the annual
and half year results each year and the
interim management and trading statements
where the Board provides shareholders
with 2 clear and balanced understanding
of the Group's operational performance,
ts financial results and prospects.

The Executive Directors meet with

the Group's major shareholders

{both institutional investors and private
shareholders with significant holdings)
after the announcement of annual and
half year results and at other times as
appropriate, including site visits and
management presentations such as that
which recently took place with regard to
the retention of the Scuthern franchise.
fn addition to the meetings with Executive
Directors, institutional shareholders are
offered the opportunity of meetings with
the Non-Executive Directors. Where
appropriate, for example in the event that
the Board proposes to make significant
changes to Directors’ remuneration
arrangemenits, there will also be
consuftation with major shareholders.
The institutional sharehclders have further
opportunities to make their views known
through follow up interviews by the
Company's brokers which are then
documented and circutated to the Board,
The Executive Directors also provide
feedback to the Board following
presentations to investors.

The principal communication with private
shareholders is through the Annual Report
and the Annual General Meeting, which is
attended by all Directors, All sharehclders
are invited to the Annual General Meeting
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which provides an opportunity for
shareholders to develop their understanding
of the Company and ask questions on the
matters put to the meeting (as detailed in
the Notice of Meeting sent to registered
shareholders in advance of the meeting).
There is also the opportunity to meet
informally with the Directors before and
after the meeting, The Board encourages
all shareholders to attend the Annual
General Meeting.

Ordinary business which is raised for
consideration at the Annual General
Meeting each year is:

* to receive the financial statements for
the year, together with the Directors’
and Auditors’ Reports;

* to approve the final dividend;

» o elect and re-elect members of
the Board;

* to approve the Directors’
Remuneration Report;

* to re-appoint the Company’s Auditor; and

* 10 give the Directors the authority to
determine the Auditors' remuneration.

Other matters included on the agenda
for the Annual General Meeting vary
from year to year in accordance with
the requirements of the Company.

The Company maintains a comprehensive
website that provides, among other things,
access to the annual and half year reports,
copies of the presentations used at road
shows and regulatory news items, as

well as share price and general
shareholder information,

The Group’s Company Secretariat, based
at the Company’s Registered Office in
Newvcastle, responds to a wide range

of enquiries from shareholders that are
received via a variety of media, including
the email communication system available
on the Company's website.

Internal control and risk management
The Group has established an cngoing
process of identifying, evaluating and
managing the significant risks facing the
Group. This has been in place during the
financia! year ended 27 |une 200% and up
1o the date of the approval of this report.

The Board as a whole takes responsibility
for the disclosures on the effectiveness of
the Group's internal control processes and
confirms that it has established the
procedures necessary to comply with the
Turnbull Report. The Board is supported by
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the work of the Audit Committee which
has delegated responsibility from the
Board for reviewing the effectiveness of
the Company's risk management and
internal control systems.

During the year, the Group continued to
strengthen its ongoing processes for risk
management across the Group, with a
nurmnber of improvements to the overall
risk management strategy, infrastructure
and process to ensure that the Group's
risk management framework is embedded
througheut the business and is part of
performance reporting.

In particular, and as part of the annual
Turnbull review, there has been a move
away from a prescriptive mechanism based
around each operating company evaluating
risks against criteria provided in detailed
questionnaires, to one that focuses on the
evaluation of key risks to each operating
company’s own objeciives and the
efficiency of controls in place. Reported
risks are then further assessed for
materiality in the context of the whole
Group and considered by the Audit
Committee and Beard, in addition to
being used to develop part of the

internal audit plan for the year ahead.

The principal risks and uncertainties facing
the Group are discussed on pages 19 and 20.

The key features of the internal control
systems, which have been established to
safeguard both the shareholders' investment
and the assets of the Group, are described
as follows:

Strategy

The Board has developed an understanding
of its risk appetite which enables strong
teadership, strategic objective setting,
decision-making and control, Business
planning encompasses a structured risk
assessment with major acquisitions,
investments, projects and partnerships all
entered into with a recognition of an
appropriate risk-reward balance,

Group structure

With clear leadership from the Board and
Audit Committee, the Executive Directors
are actively involved in establishing and
communicating the risk strategy and policy
of the Group.The Greup's decentralised
organisation structure, with defined limits
of responsibility and authority, enables the
Executive Directors to play an active role
in helping the businesses to assess risk and
encourages open communication on risk
matters. Risk management is an integral
part of day-to-day operations where there

exists clear ownership of risk identification
and mitigation at local level. Because of the
organisational structure, risk management
information can also be shared across the
Group as well as reported upwards.

Reporting

In accordance with the Group's Policy

and Procedures Manual, defined and
comprehensive reporting obligations
placed on operating companies are
supported by monthly operating company
board meetings with the Executive
Directors. Key management processes,
including planning, project appraisal and
performance management, ensure: that the
impact of key risks are addressed. Controls
and mitigations are regularly monitored.

Risk management process

The risk management process is clearly
defined and includes top-down risk
assessment at Group level and bottom-up
risk assessments at operating company
level. A bespoke risk categorisation model
exists which is used across the Group to
ensure that risks are identified and
reported on a consistent basis and a
process is in place to aggregate key risks
on a Group-wide basis. Ongoing risk
identification, mitigation and reduction
plans will be reported at each main Board
reeting, in addition to quarterly reporting
10 the Audit Committee.

Group internal audit

The internal audit function has been
outsourced to PricewaterhcuseCoopers,
The internal audit function provides
assurance over the effectiveness of key
controls as identified as part of the risk
assessment process,

Im addition to meetings with local
management, the internal auditors report
on a monthly basis to the Executive
Directors, and also to the Audit
Committee on a regular basis,

The Directors acknowledge their
responsikility for establishing and maintaining
the Group's system of internal control and
for ensuring its effectiveness, As with any
system of internal controls, the policies and
processes in place throughout the Group are
designed to manage rather than eliminate the
risk of failure to achieve the Group's strategic
objectives, and can only provide reasonable,
and not absolute, assurance against material
misstaternent or loss,




While a number of minor control
weaknesses were identified during the
year as a result of the Group's risk
management processes, these are being
addressed and monitored. There have
been no material weaknesses that
require specific disclosure in the Group's
Annual Report.

Disclosure and Transparency Rules
Disclosures required under DTR 7.2.6
can be found on pages 5% and 60.

Committees of
the Board

The Board has established a number of
Committees to deal with specific
aspects of the Group's affairs. The
responsibilities of each Committee are
determined by its terms of reference
which are available on the Company's
website or upon request from the
Group Company Secretary.

Audit Committee
report

“The Committee is
responsible for reviewing
the effectiveness of the
Company’s financial
reporting.”

Andrew Aliner

{Audit Committee Chairman)

Members:
Andrew Allner — Committee Chairman
(Non-Executive Director)

Rupert Pennant-Rea

Committee Secretary
Carclyn Sephton

(Group Company Secretary)

Meetings also regulariy attended,
by invitation, by:

Sir Patrick Brown

{Company Chairrnan)

Keith Ludeman

(Group Chief Executive)

Nick Swift
(Group Finance Director)

Internal Auditors representative(s)

Externat Auditors representative(s)

Responsibilities

The responsihilities of the

Audit Committee are outlined in
summary below:

+ reviewing the effectiveness of the
Group's financial reporting, intermal
control policies and procedures for
the idenitification, assessment and
reperting of risk;

monitoring the role and effectiveness
of the internal auditors, including
approving their appointment;

considering and making
recommendations to the Board
on the appcintment of the
external auditors;

reviewing the relationship with the
external auditers, including their
terms of engagement, fees.
independence, expertise, resources
and qualifications;

monitoring the integrity of the
Group's financial statements; and

reviewing significant financial reporting
issues and judgements.

The Company's whistleblowing
procedures, which are reviewed on

an annual basis, allow employees to

raise concerns confidentially and for the
independent investigation of such matters,
The Committee is rasponsible for
overseeing any necessary follow up action.

Under the Combined Code at least
one member of the Committee should
have recent and relevant financial
experience. As a chartered accountant,
and previously the Group Finance
Director of ancther listed company
between 2004 and 2007, Andrew
Aliner fully satisfies this requirement,

Activities

During the year, the Committee
provided a forum for reporting by the
Group's external and internal auditers,
including heatth and safety auditors.The
Committee also received and reviewed
reports from management relating to
the annual and half year profit figures
and statements, monitored the controls
in force and reviewed the key
judgemental areas at the half year and
year end to ensure the integrity of the
financial information reported to
shareholders. Additionally, the
Cornmittee considered the risk
management processes and controls,
as outiined on page 50.

The Committee advises the Board

on the appointment of the external
auditors and, during the year,
considered their remuneration both
for audit and non-audit work, In order
to ensure auditor cbjectivity and
independence, the provision of certain
non-audit services (including accounting
and tax services if the fees exceed

a level set by the Audit Committee)
are subject to approval by the Audit
Committee. The Audit Committee has
specified that the external audit firm
may not provide certain categories

of non-audit services to the Group

as detalled in the Committee’s terms
of reference.

The Audit Committee keeps under
review the cost effectiveness and the
independence and objectivity of the
external and internal auditors. During
the financial vear, the audit fees of the
external auditor were £0.7m and their
fees for non-audit work were £0.4m,
In comparison, non-audit fees paid to
other audit firms during the financial
year were £2.6m.

During the year, the Committee
carried out a tender for the provision
of internal audit services to the Group.
Following a review of a number of
potential providers, which included
interviews and presentations, the
Committee proposed and the Board
agreed with the recormmendation to
appoint PricewaterhouseCoopers as
the Group's new provider for internal
audit services. This appointment was
effective from 28 Jure 2009.The
Committee will monitor and review
their delivery and effectiveness on an
ongoing basis.

During the year the Committee met
four times and, as part of the annual
Board evaluation, alse undertook a
specific evaluation of its effectiveness.

At least once a year, the Non-Executive
Directors meet with the external
auditors, without the Executive
Directors being present.
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Nomination
Committee report

“The Cornmittee
proposed to the Boord the
appointment of Andrew
Aliner during the year”

Sir Potrick Brown
{Momingtion Commintes Chairmant

Members:
Sir Patrick Brown — Committee Chairman
(Non-Executive Chairman)

Rupert Pennant-Rea
{Non-Executive Director)

Andrew Allner
{Non-Executive Director)

Keith Ludeman
(Group Chief Executive}

Committee Secretary:
Caralyn Sephton
(Group Company Secretary)

Responsibilities

The majority of members of the
Nomination Committee are Non-
Executive Directors. The responsibilities
of the Committee are outlined in
summary below:

= reviewing regularly the structure, size
and compeosition of the Board and
making recommendations tc the
Board regarding any desired changes;

» evaluating the balance of skills,
knowledge and experience on
the Board;

* identifying and nominating for the
Board's approval suftable candidates
to fill vacancies for Board
appointments;

* planning for the orderly succession
of new Directors to the Board; and

* recommending to the Board the
membership and chairmanship of the
Audit and Remuneration Committees.

Activities i

The Nomination Committee meets

as needed to deal with necessary

assignments and is responsible for

leading the process of identifying
candidates for Board appointment ang
making recommendations to the Board
in accordance with the needs of the
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Corpany and best practice in corporate
governance from time to time.

As reported in the 2008 Annual
Repart, the Committee, in consultation
with an external search consultancy,
met to discuss the appointment of

a Non-Executive Director following
Christopher Collin's stated intention to
retire from the Board at the conclusion
of the 2008 Annual General Meeting.
After interviewing a number of
potential candidates against chjective
criteria, the Nomination Committee
proposed, and the Board unanimously
accepted, that Andrew Allner be
appointed as Non-Executive Director
and Chairrnan of the Audit Committee
with effect from 24 October 2008.

During the year the Committee met
twice (not including interviews with
potential candidates) and, as part of the
annual Board evaluation, alsc undertock
a specific evaluation of its effectiveness,

Remuneration
Committee report

“The Committee meets

remuneration and other

Directors.”
Sir Potrick Brown

regularly to determine the

benefits of the Executive

(Remuneration Comenittee Chairman)

Members:

Sir Patrick Brown — Committee Chairman

{Non-Executive Chairman)

Rupert Pennant-Rea
(Nonr-Executive Director)

Andrew Allner
(Non-Executive Director)

Committee Secretary
Carolyn Sephton
(Group Cornpany Secretary)

Meetings afso regularly attended,

by invitation, by:
Keith Ludeman
{Group Chief Executive)

Full details on the activities and the
responsibilities of the Remuneration
Committes can be found in the
Directors’ Remuneration Report

on pages 53 to 58.The following is a
high-level summary of the Committee’s
responsibilities and activities.

Responsibilities

The Remuneration Committee has
responsibility for determining the
remuneration, contract terms and other
benefits of the Executive Directors,
including performance-related borus
and share schemes.

Activities

During the year the Committee met
four times to consider bonus payments
and salary reviews for the Executive
Directors, as well as performance
conditions and awards under the Long
Term Incentive Plan, The Committee
received a report from the Chief’
Executive on salary and bonus
arrangements for the senior
management of each operating
company and senior Group personnel.
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Directors’ Remuneration Report

Directors’
remuneration report

This report has been prepared in
accerdance with the requirements

of Schedule 8 of the Large and Medium-
sized Companies and Groups (Accounts
and Reports) Regulations 2008 and has
been approved by the Remuneration
Committee and the Board. Ernst &
Young LLP have audited certain parts

of this report.Where disclosures have
been subject to audit. they are indicated
as such. The auditors’ opinion is included
in their report on page 101,

The Board supports the principles
of good corporate governance relating
to Directors’ reruneration and, in
preparing this remuneration report, the
Remuneration Committee has followed
the provisions of the Combined Cede.

An ordinary resolution to receive and
approve this Directors’ Remuneration
Report will be proposed at the
Company’s Annual General Meeting
to be held on 29 October 2009,

Remuneration
Committee

Meetings

Details of the members, the number
of meetings and attendees in the year
are shown on page 47,

A review of the terms of reference
and operation of the Remuneration
Committee, including its constitution
and chairmanship, was undertaken
during the year. The terms of reference
are available from the Company’s
website or upon request from the
Group Company Secretary.

k is the Board's view that the
Remuneration Committee’s composition
enables the Board to comply with the
main principles of the Combined Code
in respect of remuneration. Although
the Commitiee is not made up of at
least three independent Non-Executive
Directors as required by the Combined
Code, the Board continues to believe
that, due to the small size of the Board,
it is appropriate for the Committee to
comprise the Non-Exeautive Chairman
and the two Non-Executive Directors.

The Board also continues 1o believe
that, in the circumstances of this Group,

the Chairman of the Board is the
proper person to be Chairman of

the Remuneration Committee. The
Chairman is not present when his own
remuneration is discussed and decided,
as is the case for all Directors.

Pricr to his resignation on 23 Octeber
2008, Christopher Collins was a
member of the Committee. Andrew
Allner became a member of the
Committee following his appointment
to the Board on 24 October 2008.

Suppart to the Committee

The Committee has appointed
Watson Wyatt Limited, independent
remuneration specialists, to advise

on all aspects of Board remuneration.
In addition to advising the Committee,
Watson Wyatt Limited are also
consulting actuaries to The Go-Ahead
Group Pension Plan and advise

the Company on various pensions
related issues.

The Committee receives
recommendations from the Group
Chief Executive on Executive Directors'
remuneration, other than his own.

Role of the Committee

The key responsibilities and activities
of the Committee during the

year included:

+ determining the overall remuneration
policy (including the balance between
fixed and performance-related
elements of pay);

» determining the remuneration
and conditions of employment
of the Executive Directors;

+ determining the fees of the Chairman;

* reviewing the operation and
continued appropriateness of
the Long Term Incentive Plan;

+ reviewing the terms of reference for
the Remuneration Committee; and

+ reviewing the remuneration of senior
managers within the Group.

Acceptance by the Board of
Remuneration Committee proposals
During the relevant period, the
Committee’s recommendations were
all accepted unanimously by the Board
and implemented without amendment.

Executive Directors’
remuneration policy

The overall policy adopted by the
Remuneration Committee is to ensure
that the Group is paying sufficient

to attract, retain and motivate high
guality Executive Directors capable

of achieving the Group's objectives.
The Committee considers Executive
Directors’ cash bonuses, which are
dependent on the achievement

of safety, corporate governance and
financial targets in the relevant financial
year. The Committee is informed of
the pay incentives and benefits packages
of senior managers in the Group and
its operating companies.

In considering the Executive Directors'
remuneration, the Committee follows
the provisions of the Combined
Code. The pay practices of its major
commercial competitors are also
taken into account, in addition to other
factors specific to the Group and to
each Director and his role and to the
wider pay market in the FTSE 250.

The Commitiee recognises that, for
this Group's business, shareholder
value is dependent on factors not

all necessarily appearing within the
published financial statements, atthough
their effect on later financial statements
can be significant. Leading these
corporate govermance issues are safety,
control of risk and other executive
actions of a strategic nature that

may take several accounting periods
to show changes in shareholder

value. Executives in the Group

are encouraged to take corporate
governance and strategy extremsly
seriously and atways to consider the
long term implications of their decision
making. The Remuneration Committee
has regard to these factors, as well

as the annual reported financial
statements, in arriving at the Directors’
averall remuneration and in considering
the mix between fixed and variable pay.

There are currently three main
elements to the Executive Directors’
remuneration package: basic salary,
annual cash bonus and the Long Term
Incentive Plan (LTIP}. A substantial
proportion of the Executive Directors’
pay is performance related. The chart
on page 54 shows the balance between
fixed and performance related pay

at maximum performance levels.
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Directors’ Remuneration Report continued

Fixed and performance related pay at
maximum performance levels

29%

42%

9%

t Bosic salory (excduding 3 Value of LTIP
pension contributions shares gwarded
ond benefits)

2 Performance reigted
cash bonus

Maximum performance assumes
achievemment of maximum cash .
bonus and full vesting of shares
under the LTIP rules.

Basic salary

Each of the Executive Directors is paid
an annual basic salary which is reviewad
in April each year. Salaries may be
increased beyond inflation if justified
by reference to the performance of the
individual and if there is clear evidence
that the existing salaries are not
competitive. In view of the current
wider economic conditions, the
Committee decided that no increases
in basic salary should be awarded to
the Execytive Directors and senior
management at the last annual
review in April 2009,

T Apri 200% 1 Aprit 2008

Bosic salary £060 pa £000 po
Keith Ludemon 500 50(_?___
Nick Swift” 275 275

Annual cash bonus

Each of the Executive Directors is also
eligible to earn an annual discretionary
cash bonus of up to 100% of basic
annual salary.The bonus is paid in
MNovemnber each year, on the basis

of achievernent of challenging financial
and non-financial targets in the financial
year ended in the previous June/July.
The targets are notified to the Executive
Directors before the start of the

year in question and are on a basis
designed te intreduce stretch into
the performance assessment.

For the year ended 27 June 2009, the
Remuneration Committee propased,
and the Board approved, bonus awards
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of 63.6% of basic salary to the Group
Chief Executive and the Group Finance
Director. A maximum bonus of 20%
was awarded for the achievement

of safety and corporate governance
targets. A further maximum of {0% was
eamed after achieving 5% of budgeted
profits, Out of a potential maximum
of 70% of bonus payable on the
achievement of | 15% of budget,
33.6% of bonus was earned after
achieving 104.6% of budget. The bonus
is non-pensionable and is paid in cash.

27june 2009 28 une 2008
£o00 £000

Cash bos
Keith Ludeman 318 338
Nick Swift 175 184

While the fundamental structure

of the cash bonus targets remains
unchanged for the new financial year,
the Committee has resolved that an
additional 5% of basic salary will be
achievable in relation to specific
strategic targets. The Executive
Directors will therefore be eligible

to earn an annual discretionary cash
benus of up to | 15% of basic annual
salary for the year ending 3 July 2010,
In subsequent years, the maximum cash
bonus potential will revert to 100%.

Additional discretionary bonus
Following the year ended 27 |une
2009, and in recognition of the
significant achievement in retaining the
Southemn franchise, the Remuneraticn
Committee exercised their discretion
and resolved to award a discretionary
bonus to the Group Chief Executive
and the Group Finance Director: The
Committee felt that it was necessary
to recognise the importance of the
retention of the franchise to the Group
outside of the normal annual bonus
structure, with a share element which
will provide fong term alignment with
shareholders as the financial benefits
of the retenticn of the franchise flow
through to the finandal results.

Out of a total discretionary award of
£100,000 each payable to the Group
Chief Executive and the Group Finance
Director, 50% (£50,000 each) will be
payable in November 2009 as an
additional cash bonus. The remaining
50% (£50,000 each) will be awarded
after the 2009 Annual General Meeting
as deferred shares, subject to a holding
provision of three years. The deferred
share awards will lapse if the relevant
individual leaves the Company during

the deferral period for any reason
other than redundancy, retirement or
il-heatth. The Cernmittee considers

it important for a proportion of the
discretionary bonus to be taken in
the form of shares as this aligns the
Executives' longer term interests with
these of the Group's shareholders.

Long Term Incentive Plan {LTIP)
Following its approval by shareholders
in October 2005, the LTIP replaced
the Group's deferred share bonus plan.
Since then it has been the Group's sole
long term share incentive plan for
senior executives,

Under the LTIF participants are granted
awards whereby they are entitled to
acquire a specified number of ordinary
shares in the Company if, and to the
extent that, performance conditions

are met over a three year period.The
rules of the LTIP include, amongst
other provisions, limits on the number
of shares over which a participant can
be granted awards in any financial year
(the 'individual [imit). This limit {which is
determined by reference to the average
closing mid-market price of the shares
which are the subject of the awards on
each dealing day falling in the four week
period ending with the dealing day
immediately preceding their date of
grant) is 150% of the participant's basic
salary While the rules of the LTIP allow
this limit to be increased up to 200%
of salary in exceptional circumstances,
such as the recruitment of a senior
executive, no awards have been

made in excess of |50%.

The first awards were made in March
2006. Since then awards have been
made on an annual basis to the Group
Chief Executive and Group Finance
Director only, and on one occasion

a senior director who has now left
the Group.

Current performance conditions
When the LTIP was originally
introduced, it was a minimum
requirement that the Group should
achieve an increase in adjusted eamnings
per share (EPS) over a three year
period of not less than the increase

in retail prices index {(RPI) plus 3% per
year {the ‘minimum EPS hurdle?. If the
hurdle was not met, no part of the
awards would vest (and, accordingly,
participants would not acquire any
shares), If the hurdle was met, the




number of shares that participants
could acquire depended upen a
comparisen of the Group’s total
shareholder return (TSR) with the TSR
of companies within two comparator
groups. These awards were granted
in relation to financfal years up to and
including the 2007/08 financial year.

Following consultation last year; the
awards granted in relation to the
2008/09 financial year were changed
and the performance conditions were
split, such that, only half of the award
would still be linked to comparative TSR
against the two existing comparator
groups with the same conditions as
previously and, the other half would
be linked to real growth in EPS.

Remuneration Committee review
A further review was undertaken by
the Committee this year looking at
the appropriateness of the targets for
future awards in the current economic
situation, In undertaking their review,
the Committee sought advice from
Watson Whatt Limited.

The Committee remains of the opinion
that the decision last year to increase
the emphasis on EPS was appropriate
at that time and was valid in principle.
However, the Committee has, in
considering the performance conditions
that should apply to the grant of awards
for the 200%/10 financial year, reached
the view that it is inappropriate to

use an EPS target, given the current
econamic uncertainty, and that the
most appropriate way to set a suitably
stretching but motivating target is

to align with returns to shareholders,
namely TSR

Performance conditions for 2009/10
The Committee intends to continue

to use the LTIP as the sole form

of long-term share incentive for the
Executive Directors.

However, the Committee proposes to
aher the performance conditions that
will apply to the grant of awards under
the LTIP for the 2009/10 financial

year and subsequent years in order

to increase the motivational effect

on participants and to maintain

the alignment between participants
and shareholders.

It is proposed that the extent to which
awards will vest will be based solely en
a companison of the Group's three-year
TSR performance with the companies

comprised within the two comparator
groups i.e. the Transport Sector
Comparator Group and the -
constituents of the FTSE 250 Index
(excluding investment trusts), specifically:

» one half of the award requires a
comparison of the Group's TSR with
the TSR of other companies in the
Transport sector; this is a highly
relevant but small peer group
comprising five companies only,
including the Group: and

* the other half of the award requires
a comparison of the Group’s TSR
with the TSR of the companies
{excluding investment trusts)
that make up the FTSE 250 index

If the Group's TSR is equal to the TSR
of a company that would fall mid-way
between the TSR of the lowest and
highest comparator companies in the
Transport sector. 25% of that portion
of the TSR-related Award will vest. The
extent to which that portion of the
TSR-related Award vests will increase,
on a straight-line basis, to 100% the
closer that the Group's TSR is to the
TSR of a company that would fall
three-quarters of the way between
the TSR of the lowest and the highest
comparator comparnies in the
Transport sector:

Similarty, if the Group's TSR is equal to
the TSR of the median comparator
company in the FTSE 250 index. 25%
of that portion of the TSR-related
Award will vest, The extent to which
that portion of the TSR-related Award
vests will increase, on a straight-line
basis, to |00% the closer that the
Group's TSR is to the TSR of the
company that is ranked at the

lower end of the upper quartile.

The cakulation of these performance
conditions, with the exception of the
EPS hurdle which no longer applies

to any part of the award, is unchanged
from the caleulation of the current
performance conditions,

It is the Committee’s view that the
changes to the LTIP will ensure that
senior executives continue to be
rewarded if they achieve substantial
improvements in the Group's
undertying financial performance

and perform well relative to other
companies in the FTSE 250.The
Committee considers that these
performance conditions are relevant,
challenging and designed to enhance

shareholder value and that awards
will vest in full only if exceptional
performance has been achieved.

Share bonus plan

Until 2005, the Executive Directors’
share bonus plan was used to make
share based awards to Executive
Directors and one senior director
in the Group. This has now been
replaced by the LTIR

The final grant of shares under the
share bonus plan was made in relation
to the year ended 2 July 2005 The
final outstanding award from this grant
vested on | December 2008 when
title for 9569 shares transferred to
the Group Chief Executive.

There are no further shares held
under the rules of this plan.

Savings related share option
scheme and share incentive plan
The Group operates a savings related
share option scheme and a share
incentive plan. The Executive Directors
are eligible to participate in either

of these arrangements, under terms
identical to any other participating
Group employee, if they so choose,
and any such participation would

not be separately regulated by the
Rernuneration Committee.

There are no cther share option or
leng term incentive schemes available
10 the Executive Directors.

Other benefits

The Group does not allocate compary
cars to any employees, including the
Executive Directors, Instead, employees
who would have been allocated a
company car as part of their benefits,
or to accomplish their work, are given
a car replacement allowance. Such
allowances are non-pensicnable.

Pension funds

The Executive Directors are entitled

to become members of The Go-Ahead
Group Pension Plan, a registered
pension plan.

Following his accession to Group Chief
Executive in July 2006, Keith Ludernan
opted out of The Go-Ahead Group
Pension Plan with effect from |
December 2006, but retains a salary
link in relation to his accrued benefit
which is provided separately through
an individual non-registered unfunded
pension amangement. In lieu of future
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Directors’ Remuneration Report continued

benefits, he receives a non-pensionable
salary supplement. This salary
supplement is not included with basic
salary for the purposes of calculating
performance related cash bonus or
LTIP awards.

The Group Finance Director, Nick Swift,
is 2 member of The Go-Ahead Group
Pension Plan.

Shareholding guidelines

As part of the review of remuneration
pelicy in 2008, shareholder guidelines
were introduced for the Executive
Directors. These provide for the
Executive Directors to build up a
persanal shareholding equal to one
year's basic salary over a period of five
years, At the end of the financial year,
the Group Chief Executive and the
Group Finance Director respectively
held 26,012 and 9,088 shares. Based on
the closing share price on 27 June 2009,
this equates to 64% and 41% of their
respective basic salaries held in shares
of the Company.

Non-Executive
Directors’
remuneration

The remuneration of the Non-
Executive Directors is a matter for the
Chairman and the Executive members
of the Board, giving due regard to

the required time commitment and
respensibilities. The Remuneration
Committee considers the remuneration
of the Chairman in his absence.

The fees paid to the Chairman and
Non-Executive Directors are reviewed
by the Board annually in April with
consideration given to surveys of fees
paid to Non-Executive Directors of
comparable companies. Following the
annual review in April 2009 there was
no increase in fees. Details of the fees
paid to the Chairman and Non-
Executive Directors are below,

1 Apeit 2009 i Apnit 2008
Fees £000 pa £000 pa

Sir Patrick Brown 150 150

Chns[opher(,'omns gy 44

{1} Appeintment eflective on 24 October 2008,
(2) Resigned oan 23 October 2008.
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The Neon-Executive Directors and

the Chairman do nct hold any share
options and do not participate in the
Long Term Incentive Plan or any of the
Group's pension plan arrangements.
The members of the Remuneration
Committee have no personal interests
in the matters to be decided by the
Committee other than as shareholders,
and have no conflicts of interest arising
from cross-directorships.

Directors’ contracts

It is the Group's policy to restrict the
notice periods for Executive Directors
to a maximum of twelve maonths. Both
Executive Directors have rolling service
contracts. There are no provisions

for special pension benefits, such

as beneficial early retirement terms.
Cther than the notice periods specified
below, the Executive Directors are

not due any contractual compensation
payments in the event of loss of office.

Each Non-Executive Director has

a letter of appointment. There is no
fixed term of appointment, however,
all Directors are subject to rotation
and re-election in accordance with the
Company's Articles of Association and
the Combined Code. Apart from salary
and benefits in relation to the notice
period for the relevart appointment,
the Non-Executive Directors' terms

of appointment contain no entitement
to compensation for early termination.
These letters of appointment

are available for inspection at the
Company's Registered Office during
normal business hours and will also

e avallable for inspection prior to and
during the Annual General Meeting,

Contract and notice periods

Director

Date of service contract

Motice period

Sir Patrick Brown

RupertPennant—Rea

Nick Swift

Keith Ldamm

February 1999

December 2006 .
July 2007

& morniths

& months
! year
1 year

(1) Resigned on 23 October 2008




Performance graph

The following graph shows a comparison of The Go-Ahead Group ple total cumulative shareholder retumn against that achieved by
our peers and the FTSE 250 Index for the last five years to 30 June 2009. In assessing the performance of the Group’s TSR the Board
believes the comparator groups it has chosen represent an appropriate and fair benchmark upon which to measure the Group's
performance for this purpose.

Total shareholder return {rebased to 100)

L Go-Ahead TSR
= Peer Group TSR™
= FISE 250 T3R

(1) TSR peer group consists af Arriva plc, FirstGroup ple, National Express Group ple and Stagscaach Group ple,

This graph is included 1o meet the relevant legislative requirements and is not directly relevant to the performance criteria used for the
Company’'s LTIR However, the indices used were selected as the Directors believe that they are the most appropriate and representative
indices against which to measure the Company's perforrance, both in terms of the size of the Company and the nature of its business.

Audited information

Emoluments and compensation

N
peﬂsma:l: Performance Car Tatal
salary related replocement Benefits in (e, Pension
Sclaryffeas supplement cash borus allowance kind (% and LTIF)
2009 2068 2009 2608 2009 2008 2009 2008 2009 2008 2009 2008
£000 £000 £000 £660 £000 £000 £000 £000 £000 £000 £000 £000
Sir Patrick Brown 150 143 - - - - - - - - 150 143
Rupert Pennant-Rea 44 42 - - - - - - - - 44 42
- _ Z _ - 30 -
z Z = - T S
478 338 12 18 4 4 6 gi0

246 Z =78 T es I7 i6
951 75 72 493 524 36 34

{1} Appointment effactive on 24 October 2008,
(2} Resigned on 23 October 2008
(3) The: only benefits in kind received during the finandal year was the provision of Private Medical Insurance for the Executive Directors, their spouses and thelr children under the age of 24.

During the financial year. no sums that were chargeable to UK income tax were payable to any Director of the Company by way
of an expense allowance in respect of qualifying services.

Directors’ share options
No share options are held by or have been granted to the Executive Directors during the financial year.
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Long Term Incentive Plan

. Bedarce ot Awerds lopsed  Awards gronted  Share price  Awards vested Balance ot

28 June 2008 in year n year ot dote inyeor Shore price ot 27 june 2009 Enid of period when

Anord dote No. No. No. of oward No. date of vesting Ne. conditions must be met

Keith Ludeman (h 9 March Oé 17,791 13,806 - £i822 3985 £1240 0 28 june 2008

"Ke;[_h L,_,-deman S .' f Sep 06245.'4 _..._.__ 24 5}4 27June 2009

"Ken'_h [_udeman G)................JO Sep 07..... 17 974 e e - !7 974 S 3J'uly 20 [O

" : w,ﬂ ! 0 f 07 9 556 ﬂ___ 9,556 .......BJU,y 20“)

“Keith Ludeman @74 0ct 08 = 2 4s908 T El4 - TUTTEE908 T 2 July 2011
“N;Ck Smﬁ P 240(;{08__ 25 799{f458 e - 25‘.799 2J'U'y ST e

(1) During the year the Committee considered the extent to which the awards granted to Keith Ludeman in March 2006 should vest Teking advice from Watson Wiatt Limited
on the extent to which TSR and EPS tests had been met, the Committee determined that 3.985 of the shares should be allowsd to vest in accordance with the rules of the LTIR

(2) The awards grarted on || September 2006 will vest following a peried of three years from the award date and will be dependent upon the satisfaction of the inftial performance
conditions as set out on page 54, covering the period commencing with the start of the 2006/07 financial period and ending with the end of the 2008/09 financial period.

(3) The awards grartted on 10 September 2007 will vest following a period of three years from tha award date and will be dependent upon the satisfaction of the initial performance
conditions as set out on page 54, covering the period commencing with the start of the 2007408 finzncial period and ending with the end of the 2009/10 fnancial peried.

{4) The awards grared on 24 October 2008 will vest following a period of three years from the award date and will be dependent upon the satisfaction of the currert performance
conditions as set out on page 55, tovering the periad commencing with the start of the 2008/09 financial period and ending with the end of the 2010/} financial periad,

Directors’ pension funds
The following disclosures are included to meet the refevant legislative requirements in relation to the Directors’ final salary pension benefits:

Accrued pensions

Keith Lirdernan Nick Swift
£000 pa. £'000 pa.
Accrued pension at z8 june 2008 272 4
red pension ot 27 june 2009 285 8
4
Increase in the accrued pension during the year in excess of inflation 4

Transfer values and notional contributions
Nick Swift
£000
Transfer vafue of the accrued pensi 16

Transfer van’ue of the accrued pension ot 2 .7 june 2009
D:rectors nouonai conmbuuons dunng the year - 22

Increase in transfér vo!ue 0ver the  year net of L Durectors not.rona! conmbuuons 927 H
Tmnsfer value' of the increase in the accrued pens:on in excess of mﬂauan ‘and Directors' notional contributions -12 5

Notes

(1} In light of changes to legislation and market conditions and upon taking actuarial advice, the Trustees ¢f The Ge-Ahead Group Pension Flan reviewed and amended the basis
for the calculation of cash equivalent transfer values with effect from | October 2008. The transfer values at the year end have been calculated in accondance with this basis.

(2) Keith Ludernan and Nick Swift were members of the Group's approved! final salary pension plan during the financial year In addition, part of Keith Ludeman's benefit is provided separately
through an individual unapproved unfurded pension arrangement The figures in the table above relate to Kaith Ludeman’s benefits in both the appreved and unapproved arrangemants,

(3) Keith Ludeman op{ed aut of the Group’s zpproved final salary arrangement from | Decernber 2006 but retains a salary link in relation to his acerued benefit. in lieu of future pension benefits,
Keith Luderman receives a non-pensionable salary supplement of | 5% of Basic Salary which amaunted to £75.000 during the financial year

{4) Nick Swift participated in the pensions salary sacrifice arrangement operated by the Group during the year The notional contributions shewn in the table above are thase
he would have paid had he nat participated in the salary sacrifice arrangement.

For and on behalf of the Board

2 tohcAoe—
S

Sir Patrick Brown,
Chairman of Remuneration Committee
2 September 2009
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Other statutory
information

The Directors present their report and
audited financial statements for the year
ended 27 June 2009.

Principal activities

The principal activitres of the Group
throughout the course of the year have
been the provision of passenger
transpart and aviation services.

Results and dividends

The resutts for the year are set out in
the consolidated income statement on
page 64.The Directors propose that a
final dividend of 55.5p be paid, making a

total of 81.0p for the year (2008: 81 .0p).

The proposed final dividend, if
approved, will be payable on 20
November 2009 to shareholders on
the register at the close of business on
6 November 2009.

A review of the business of the Group
during the year and its prospects for
the future, together with a description
of the principal risks and uncertainties
facing the Group, can be found in the
Directors' Report: Business Review
from pages | to 41.

Directors and their interests

The names of the persons who at any
time during the financial year were
Directors of the company are: Sir
Patrick Brown, Rupert Pennant-Rea
Andrew Allner, Christopher Collins,
Keith Ludernan, and Nick Swift.

Christopher Collins retired from the
Board as a Non-Executive Director
following the close of the Annual
General Meeting on 23 October 2008.
He was replaced by Andrew Allner
whose appointment was effective from
24 October 2008.

Directors are appointed by ordinary
resolution at a general meeting of
holders of ordinary shares, The
Directors have the power to appoint a
Director but any person so appointed
will hold office anly until the next
Annuzl General Meeting and will then
be eligible for appointment by ordinary
resolution at that meeting. Under the
Company's Artidles of Association, one
third of the Directors, or the nearest
number to one third of the Directors,
must retire from office at each Annual
General Meeting, Under the 2008

Directors’ interests

Sir Patrick Brown

Beneficiat

Beneficial

nfa

Beneficial

Beneficial

(1) Keith Ludernan's stated holding in 2008 included 9.569 shares held under the rules of the Executive Directors’ share
bonus plan as described in the Directors’ Remuneration Report,

Combined Code, any Director who
has held office for three years or more
since their Jast appeintment must offer
themseives up for reappointment at
the Annual General Meeting, and a
Non-Executive Director may serve
lenger than nine years, subject to
annual re-election.

The Directors interests in the share
capital of the Company at 27 june
2009, with comparative figures for the
2008 year end, are shown above. There
were no changes in these interests up
to 2 September 2009.

Details of the Executive Directors’
interests in awards granted to them as
participants in the Long Term Incentive
Plan can be found in the Directors’
Rermuneration Report on page 58.

No Director was interested in

any contract or arrangement which
was significant in relation to the
Group’s business.

Indemnification of Directors

In accordance with the Company's
Articles of Association and to the
extent permitted by law, the Directors
are granted an indemnity from the
Company in respect of liabilities
incurred as a resuft of their office. In
respect of those matters for which the
Directors may not be indemnified, the
Company maintained a Directors’ and
Officers' liability insurance policy
throughout the financial year. This policy
nas been renewed for the nexi financial
year. Neither the Company's indemnity
nor the insurance provides cover in the
everit that a Director is proven to have
acted dishonestly or fraudulently.

Shareholder and control structure
At 27 June 2009, the Company's issued
share capital comprised a single dlass of
shares referred to as ordinary shares.
At this date there were 46,892,279

ordinary shares in issue, of which
3,902.230 were held in treasury. This
included 49,936 new shares issued
during the course of the year following
the exercise of share options granted
under the Company’s all-employee
share scheme. The Company did not
purchase any of its own shares during
the year, and no shares were purchased
between the year end and the date of
this report.

There are no restrictions on the
transfer of ordinary shares in the
Company other than:

« certain restrictions which may from
time to time be imposed by laws and
regulations (for example, insider
trading laws); and

= restrictions pursuant to the Listing
Rules of the Financial Services
Authority whereby certain employees
of the Company require the approval
of the Company to deal in the
Company's securities.

All shareholders have the same voting
rights for each share, regardless of the
total number of shares held. On a show
of hands at a general meeting of the
Company, every holder of shares
present in person or by proxy and
entitled to vote has one vote and, on

a poll, every member present in person
or by proxy and entitled to vote has
one vote for every ordinary share held.
The Notice of Meeting specifies
deadlines for exercising voting rights
either by proxy notice in person or by
proxy in relation to resolutions to be
passed at the 2009 Annual General
tMeeting, All proxy votes are counted
and the numbers for, against or
withheld in relation to each resolution
are announced at the Annual General
Meeting and published on the
Company's website (www.go-

ahead.com) after the meeting.
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Other statutory information continued

The Compary is not aware of any
agreements between shareholders that
may result in restrictions on the transfer
of securities or on voting rights.

The authorities for the Company to
allot relevant securities (Up to an
aggregate nominal amount of
£1,432,609) and for the disapplication
of pre-emption rights on the allotment
of equity securities (for cash up to an
aggregate nominal amount of
£214,891), as passed by special
resolutions at the 2008 Annual General
Meeting, were not utilised in the
financial year or up to the date of this
report These authorities will expire at
the upcoming Annual General Meeting
of the Company and approval for new
authorities will be sought. In the last
three years no shares have been issued
on a non-pre-emptive basis, other than
those issued under all-employee share
schemes which are not included for the
purposes of this authority.

The authority for the Company to
make rmarket purchases of its own
ordinary shares, as passed by special
resolution at the 2008 Annual General
Meeting, was still in effect at the end of
the financial year and will expire at the
upcoming Annual General Meeting of
the Company, where approval for a
new authority will be sought. Under the
existing authority, the maximum
aggregate number of shares that can be
purchased is 4,297,82%.The authority
also limits the maximum number of
shares held in treasury to 10% of the
issued share capital of the Company
and states minimum and maximum
prices payable for shares purchased
under the authority, During the financial
year this authority was not utilised.

The business of the Company is
managed by the Directors, who may
exercise all powers of the Company
which are not required to be exercised
by the Company in general meeting,
subject to the Company's Articles of
Association, relevant statutory law and
any direction given by the Company in
general meeting by special resclution.

The Company’s Articles of Association
may only be amended by a special
resolution at a general meeting of
shareholders. The current Articles of
Association were-adopted at the 2008
Annual General Meeting. Members of
the Company can request a copy of the
Avrticles of Association by contacting

the Group Company Secretary at
the Registered Office.

The 22nd Annual General Meeting of
the Comparny will be held at the Hilton
Newcastle Gateshead, Bottle Bank,
Gateshead, NE8 2AR on Thursday 29
October 2009 at 14:00 hours. Details
of the business to be considered can
be found in the Notice of Meeting
which will be available on the
Comparny's website (www.go-
ahead.com) from 2 October 2003,
This business includes resalutions to
re-appoint Ernst & Young LLP as the
Company's auditors and te authorise
the Directors to determine the
auditors’ remuneration.

There are no agreements between
the Company and its Directors or
employees providing for compensation
for loss of office or employment
(whether through resignation,
purported redundancy or ctherwise)
that occurs because of a takeover bid,
The Company is party to a number
of banking agreements which are
terminable upon the provision of

14 days notice upon a change of
control of the Company.

Substantial shareholdings

As at 2 September 2009, the Company
had been notified, in accordance with
the Disclosure and Transparency Rules,
of the interests in its shares representing
3% or more of the vating rights in the
Company as shown below.

These holdings include, where
applicable, the aggregate of investment
management clients’ interests within
the respective asset management
companies and may have since changed
without triggering a further notification.

Share schemes

Uoyds TSE Offshare Trust Company
Limited, as trustee of The Go-Ahead
Group Employee Trust, holds 0.1% of
the issued share capital of the Company
in trust for the benefit of the Executive
Directors of the Group and their
dependants under the Long Term
Incentive Plan.The voting rights in
relation to these shares are exercised
by the trustees and dividends are
waived while the shares are held by
the trustee.

Under the rules of the Company's
Share Incentive Plan, employees of the
Group are entitled to acquire shares

in the Company. In order to preserve
certain tax benefits these shares are
held in a trust by Halifax Corporate
Trustees Limited for participating
employees. Whilst these shares are
held in trust, the voting rights attached
to them will not be exercised by the
trustee or the employees for whom
they are held. As at the date of this
report, 0.5% of the issued share capital
of the Company is held by Halifax
Corporate Trustees Limited, In the
event of an offer being made to acguire
these shares the employees are entitled
to direct Halifax Corporate Trustees
Limited to accept an offer in respect

of the shares held on their behaif.

During the financial year 49,936 ordinary
shares were allotted to employees and
former employees of the Company
under the rules of the Company's
Sharesave scheme (a savings related
share option scheme} These shares held
an aggregate nominal value of £4,993.60
and the Company received a total
consideration of £60%,733 for them. In
accordance with best practice guidelines,
options granted under this scheme do

Substantial shareholdings

Direct/indirect Mo, %

Newton Investment Management Lid

“Capital Research and Management Co

“Schroders pic

jPMorganChase&Co
Artemis Investment Managgement Ltd

“jMoyes

Direct 3,352,486 7.80

Direct 16,000
e
Uindirect 2,110,118
Dlrect2086486
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not exceed 10% of the issued ordinary
share capital during a rolling ten year
period.Vesting of awards under the Long
Term Incentive Plan for the Executive
Directors are satisfied by market
purchases of shares, and therefore there
is no further dilution of the issued share

capital.

Employees

The Group's responsibility is to provide
a positive work ervironment conducive
to the recruitment and retention of

staff and one which meets its business
objectives by motivating and encouraging
its employees to be responsive 1o the
needs of its customers, maintaining, and
wherever possible, improving

operational performance.

The Group is committed to providing
equality of opportunity to employees
and treats employees fairly regardless
of gender, ethnic origin, age, religion,
belief, race and, where practicable,
physical disability. Appropriate training,
career development and promotion
opportunities are provided for all
employees. The Group gives full and
fair consideration te applications for
employment made by disabled persons.
tt is the Group's policy to provide
continuing employment under normal
terms and conditions, wherever
possible, for exdsting employees

who become disabled, and to provide
training, career development and
promotion as appropriate to all
disabled employees.

Our companies maintain relationships
with recognised trade unions and have
established a network of local
employee representatives who are
consulted on key business decisions.
Three of our companies have
Stakeholder Boards, which bring
together employees, individual passengers
and representative bodies to share
views, We produce a range of intemnal
newsletters, information circulars and
intranet sites that keep employees
abreast of developments at their
specific emplaying company and across
the Group as a whole.VWe have awards
10 recognise and reward outstanding
contributions by our employees.

Employees are encouraged to
participate directly in the success of
the business through the Group's
HMRC approved share option and
share ownership schemes.

The Group's savings related share
option scheme (Sharesave) has one
scheme currently in operation, whereby
eligible employees were invited to enter
into a three year savings contract which
will mature in June 2010.

The Group also operates a Share
Incentive Plan {SIP). This is an ongoing
scheme whereby eligible employees can
purchase Go-Ahead shares on the
open market each month. Deductions
from salary for the purchase of these
shares are made before tax and
national insurance is calculated and
employees retain the full tax and
national insurance benefit for all shares
that remain in the SIP for five years or
more from their purchase.

The Group is committed to developing
a culture of openness across all its
businesses and ensuring the highest
standards of probity and accountability
We engage with our employees, who
are encouraged to discuss matters of
interest to themn and subjects affecting
day-to-day operations with operating
company management, The Board also
actively encourages employees with
serious concerns regarding the interests
of others or the Group to come
forward. The Group and its operating
companies have policies in place to
ensure processes exist whereby
employees can raise serious

concerns constructively without fear

or victimisation, subsequent
discrimination or disadvantage.

Further details of our responsibilities

as an employer, induding operating in a
socizlly and environmentally responsible
manner; can be found on pages 38 to
4| and also in the Group’s Corporate
Responsibility Report which is
published separately and can be

found on the Company's website
(www.go-ahead.com).

Charitable donations
Charitable donations, spensorship and
community support over the year

amounted to £257,000 (2008: £302,000).

Political donations and expenditure
It is the Group's policy not to make
political donations and accordingly no
such payments were made in the year
{2008: £nil). Additionally, the Company
did not incur any political expenditure
as defined in the Companies Act 2006
{2008: £nil).

Land and buildings

In the opinion of the Directors, there
is no material difference between the
market value of the Group’s interest
in land and buildings and its net
book value.

Suppliers

Each Group operating company agrees
terms and conditions for its business
transactions with suppliers, Payment is
then made on these terms, subject to
the terms and conditions being met by
the suppliers, including the timely
submission of satisfactory inveices. For
the year ended 27 June 2009, the trade
creditor days for the Group as a whole
was 37 days (2008:33), based on the
ratio of trade creditors at the end of
the year to the amounts invoiced
during the year by trace creditors.

Post balance sheet events

On 30 July 2009 the Group entered
into an agreement to acquire the
assets of East Tharnes Buses from
Transport for London for a total cash
consideration of £5m. On | September
2009 the Group entered into an
agreement with Arriva to acquire their
Horsham bus operations, also for £5m.
These transactions are expected to be
completed in the second quarter of
the new financial year.

Going concern

The Group's business activities, together
with the factors likely to affect its future
development, performance and position
are set out in the Directors' Report:
Business Review on pages | to 41.The
financial position of the Group, its cash
flows, liquidity position and borrowing
facilities are described in the Finandial
Review on pages |5 to 20. In addition
note 22to the financial statements
includes the Group's objectives, policies
and processes for managing its capital;
its financial risk management objectives;
details of its financial instruments and
hedging activities; and its exposures

to credit risk and liquidity risk,

Cash conversion from the Group's bus
and rail operations was excellent and
the balance sheet remains strong, with
funding secured to December 2012,
The Directors believe that the Group
is well placed to manage its business
risks successfully, despite the current
uncertain economic outlook.
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Other statutory information continued

After making enquiries, the Directors
have a reascnable expectation that
the Company and the Group have
adequate resources to continue in
operational existence for the
foreseeable future. Accordingly, they
continue to adopt the going concern
basis in preparing the Annual Report
and Accounts, ’

Directors’ responsibilities in relation
to the financial statements

The Directors are respensible for
preparing the Annual Report and

the Group financial statemenits in
accordance with applicable UK law
and those International Financial
Reparting Standards as adopted by .
the European Union.

Under company faw the Directors
must not approve the Group financial
statements unless they are satisfied that
they present fairly the financial position
of the Group and the financial
performance and cash flows of the
Group for that peried. In preparing
those financial staternents, the
Directors are required to:

* select suitable accounting policies in
accordance with 1AS 8 ‘Accounting
Policies, Change in Accounting
Estimates and Errors’ and then apply
them consistently;

present information, including
accounting policies, in a manner that
provides relevant, reliable, comparable
and understandable information;

.

provide additional disclosures

when compliance with the specific
requirements in International
Financial Reporting Standards {IFRSs)
is insufficient to enable users to
understand the impact of particufar
transactions, other events and
conditions on the Group’s financial
position and financial performance;

state that the Group has complied
with IFRSs, subject to any material
departures disclosed and explained
in the financial statements; and

make judgements and accounting
estimates that are reasonable
and prudent

The Directors are responsible for
keeping proper accounting records that
are sufficient to show and explain the
Group's transactions and disclose with
reasonable accuracy at any time the
financial position of the Group, enabling
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them to ensure that the financial

statements comply with the Companies

Act 2006 and Article 4 of the |AS

Regulation. They are also responsible for
safeguarding the assets of the Company
and hence for taking reasonable steps
for the prevention and detection of
fraud and other irregularities.

Responsibility Statements

We confirm that to the best of

our knowledge:

» the financial statements, prepared in
accordance with IFRSs as adopted by
the European Union, give a true and
fair view of the assets, liabilities,
finangial position and profit of the
Company and the undertakings
included in the consolidation taken
as a whole; and

the Directors’ Report: Business
Review includes a fair review of the
development and performance of
the business and the position of the
Company and the undertakings
included in the consolidation taken
as a whole, together with 2
description of the principal risks
and uncertainties that they face.

Directors’ statement as to disclosure
of information to guditors

The Directors who were members of
the Board at the time of approving the

Directors’ report are fisted on page

42. Having made enquiries of fellow
Directors and of the Compary's auditors,
each of these Directors confirms that:

* to the best of each Director’s
knowledge and belief, there is no
information (that is, information
needed by the Company's auditors
in connection with preparing their
repart) of which the Company's
auditors are unaware; and

* each Director has taken all the steps
a Director might reasonably be
expected to have taken to be aware
of relevant audit information and to
establish that the Company’s auditors
are aware of that information.

By order of the Board

Carolyn Seghton
Group Company Secretary
2 September 2009




Financial Statements

Independent auditors’ report to the members of The Go-Ahead Group plc

We have audited the Group financial statements of The
Go-Ahead Group plc for the year ended 27 June 2009, which
comprise the Consolidated income statement, the Consolidated
balance sheet, the Consolidated cashflow statement, the
Consclidated statement of recognised incorme and expense

and the related notes | to 29. The financial reporting framework
that has been applied in their preparation is applicable law and
Intermational Financial Reporting Standards (IFRSs} as adopted by
the European Union.

This report is made sclely to the Company'’s members, as a body,
in accordance with Sections 495, 496 and 497 of the Companies
Act 2006. Our audit work has been undertaken so that we might
state to the Company's members those matters we are required
to state to them in an auditor's report and for no other purpose.
To the fullest extent permitted by law, we do not accept or
assume responsibility 1o anyone other than the Company and
the Company's members as a bady, for our audit work, for

this report, or for the opinions we have formed.

Respective responsibifities of Directors and Auditors

As explained more fully in the Director’s Responsibilities
Statement, set out on page 62, the Directors are responsible for
the preparation of the Group financial statements and for being
satisfied that they give a true and fair view. Our responsibility is
to audit the Group financial statements in accordance with
applicable law and Intermational Standards on Auditing (UK and
Ireland). Those standards require us to comply with the Auditing
Practices Board's {APB’s) Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and
disclosures in the financial statements sufficient to give reasonable
assurance that the financial statements are free from material
misstaternent, whether caused by fraud or error. This includes

an assessment of: whether the accounting policies are
appropriate to the Group's circumstances and have been
consistently applied and adequately disclosed; the reasonableness
of significant accounting estimates made by the Directors; and the
overall presentation of the financial statements.

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

* give a true and fair view of the state of the Group's affairs as
at 27 June 2009 and of its profit for the year then ended;

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

* have been prepared in accordance with the requirerments of
the Companies Act 2006 and Article 4 of the |AS Regulation.

Opinion on the other matter prescribed by the Companies
Act 2006

In our opinion the information given in the Directors’ Report for

the financial year for which the Group financia! statements are
prepared is congistent with the Group financial statements.

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

Under the Companies Act 2006 we are required to report to

you if, in our opinion:

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

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

Under the Listing Rules we are required to review:

+ the Directors’ statement, set out on page 6| and 62, in relation
to going concern; and

= the part of the Corporate Governance statement relating to
the Company's compliance with the nine provisions of the
June 2008 Combined Code specified for our review.

Other matters

We have reported separately on the parent company financial
statements of The Go-Ahead Group plc for the year ended
27 June 2009 and on the information in the Directors’
Remuneration Report that is described as having been audited.

éW?rr o L1°-Mj’ I—,-'—P—-

Debbie O’ Hanlon (Senior Statutory Auditor)
For and on behalf of Ernst & Young LLP, Statutory Auditor
Newcastle upan Tyne

2 September 2009
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Consolidated income statement
for the year ended 27 june 2009

2009 2008
Notes im Lm
Group revenue 4 2,346.1 2,199.4
Operating costs (excluding amortisation and exceptional items) 5 {2.222.5) (2054.2)
Group operating profit (before amortisation and exceptional items) 123.6 1449
Goodwill and intangible asset amortisation I3 (124 (+H1.6)
Exceptional items (before taxation) 7 (57.7) (16.4)
Group operating profit (after amortisation and exceptional items) 535 169
Finance revenue 8 6.1 8.8
Finance costs 8 (17.6) (22.6)
Profit on ordinary activities before taxation 420 103.1
Analysed as:
Before amortisation and exceptional items 12l 131.1
Amortisation and exceptional items (70.1) (280)
Tax expense ’ 9 (23.7) (26.3)
Analysed as:
Tax charges (26.6) (29.1)
Exceptional tax — changes in tax laws (8.6) -
Tax on exceptional items 1.5 28
Profit for the year from continuing operations 18.3 76.8
Attributable to:
Equity holders of the parent 6.3 56.0
Minority interest 12,0 208
183 76.8
Earnings per share from continuing operations
— basic 10 14.7p 128.8p
- diluted 10 14.7p 127.3p
— adjusted 10 152.3p 174.8p
Dividends paid (pence per share) 11 81.0p 725p
Final dividend proposed (pence per share) I 55.5p 55.5p
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Consolidated balance sheet
as at 27 June 2009

00 2008
Notes £m £m
Assets
Non-current assets
Property, plant and equipment 12 409.9 426.6
Intangible assets 13 110.3 136.2
Trade and cther receivables 17 3.1 1.5
Other financial assets 23 3 8.7
Deferred tax assets 3 234 17.2
549.8 5902
Current assets
Inventories 13 13.1 120
Trade and cther receivables 17 199.2 2382
Cash and short term deposits 18 207.1 157.1
Other financial assets 23 0.6 18.6
420.0 4259
Assets classified as held for sale 15 97 26
Totl assets 979.5 1,018.7
Liabilities
Current liabilities
Trade and other payables 19 {485.7) (444.0)
Other financial liabilities 23 (16.4) -
Interest-bearing loans and borrowings 20 (30.4) {38.6)
Current tax liabilities {14.9) (60)
{547.4) (488.6)
Non-current liabilities
Interest-bearing loans and borrowings 20 {266.5) {314.6)
Retirement benefit obligations 28 (83.5) (594
Other financial liabilities 23 {8.5) -
Deferred tax lizbilities 9 (68.4) 779)
COther liabilities 19 {8.9) (3.8
Provisions 24 {5.8) (09}
(441.6) (462.6)
Toul liabilities (989.0) (951.2)
Net (liabilities)/assets {9.5) 675
Capital & reserves
Share capital 25 719 713
Reserve for own shares 15 (68.8) (68.8)
Hedging reserve 25 {10.5) 175
Crher reserve 25 1.6 1.6
Capital redemption reserve 25 07 07
Retained eamings 25 (14.0} 319
Total shareholders’ equity (19.1} 54.2
Minority interest 25 9.6 133
Total equity {5.5) 675

Chairman
2 September 2009

Nick Swift,
Group finance Director
2 September 2009
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Consolidated cashflow statement

for the year ended 27 june 2009
2009 2008

Naotes im £m
Profit for the year 18.3 76.8
Net finance costs . 8 1.5 13.8
Tax expense 9 237 263
Depreciation of property, plant and equipment 12 49.7 49.1
Exceptional depreciation 7.12 08 -
Amortisation of goodwill and intangible assets 13 124 L6
Other non-cash exceptional items . 7 46.8 38
(Profit)/loss on sale of property, plant and equipment {0.3) 1.7
Share based payments 6 07 25
Loss on sale of subsidiary - 1.8
Difference between pension contributions paid and armounts {2.8) (168)

recognised in the income statement

Movement in provisions 34 04)
Purchase of assets held for disposal {7.5) -
(Increase)/decrease in inventories {.n 1.3
Decrease/(increase) in trade and other receivables 36.1 (454)
Increase in trade and other payables 41.7 664
Cashflow generated from operations 233.4 1925
Taxation paid {11.4) (181}
Net cashflows from operating activities 2220 1744
Cashflows from investing activities
Interest received 6.6 8.5
Proceeds from sale of property, plant and equipment 43 62
Purchase of property, plant and equipment (57.7) (55.5)
Purchase of intangible assets (2.8) (5.4)
Purchase of subsidiaries 14 - (5.5)
Proceeds from sale of subsidiaries - 20
Net receipt on transfer of rail franchises - 49
Additional contribution to railways pension scheme - (10.4)
Beposit paid on rolling stock (0.4) (21.2)
Net cashflows used in investing activities (50.0) (76.4)
Cashflows from financing activities
Interest paid (18.5) {225)
Dividends paid to members of the parent I {34.8) (314
Dividends paid to minority interests {12.3) {167)
Proceeds frem issue of shares 25 0.6 64
Payment to acquire own shares 25 {0.2) (87.3)
Repayment of borrowings (39.8) (255.0)
Proceeds from borrowings - 351.2
Proceeds from finance lease and hire purchase - 45
Payment of finance lease and hire purchase liabilities (16.2) (20.1)
Repayment of loan notes - (0.4)
Net cash outflows on financing activities (121.2) (75.3)
Net increase in cash and cash equivalents 50.8 227
Cash and cash equivalents at 28 June 2008 18 1513 128.6
Cash and cash equivalents at 27 June 2009 8 202.1 151.3
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Consolidated statement of recognised income and expense
for the year ended 27 june 2009

009 2008
Notes £m £m
Income and expense recognised directly in equity
Actuariat losses on defined benefit pension plans 28 {26.9) (44.6)
Unrealised (Josses)/gains on cashflow hedges 3 {54.2) 333
Lossesf{gains) on cashfiow hedges taken to income statement — operating costs 23 126 670y
Tax recognised directly in equity 9 19.2 5.1
Net expense recognised directly in equity {49.3) (12.9)
Profit for the year 183 76.8
Total recognised income and expense for the year (31.0) 639
Adtributable to:
Equity holders of the parent (39.6) 395
Minority interest 8.6 244
(31.0) 639
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Financial Statements

Notes to the consolidated financial statements
for the year ended 27 June 2009

I. Autherisation of financial statements and statement
of compliance with IFRSs

The conselidated financia! statements of The Ge-Ahead Group ple

{the 'Group’) for the year ended 27 June 2009 were authorised

for issue by the Board of Directors on 2 September 2009 and

the balance sheet was signed on the Board's behzlf by Sir Patrick

Brown and Nick Swift. The Go-Ahead Group plcis a public limited

company that is incorporated, domiciled and has its registered

office in England and Wales. The Company’s ordinary shares are

publicly traded on the London Stock Exchange and it is not

under the control of any single shareholder.

The consolidated financial statements of the Group have been
prepared in accardance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union (EU) as
they apply to the consclidated financial statements of the Group
for the year ended 27 June 2009, and applied in accordance
with the provisions of the Companies Act 2006, The Group is
required to comply with international accounting requiremenits
under IAS | ‘Presentation of Financial Statements’ except in
extremely rare circumstances where management concludes
that compliance would be so misleading that it would conflict
with the objective to 'present fairly' its financial statements. On
that basis, the Group has departed from the requirements of
LAS 19 ‘Employee Benefits” and has accounted for its constructive
but not legal obligations for the Railways Pensicn Scheme (RPS)
under the terms of its UK rail franchise agreements. Dretails of

the background and raticnale for this departure are provided

in note 28,
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2. Summary of significant accounting policies
Basis of preparation

A summary of the Group's accounting policies applied
in praparing the financial staternents for the year ended
27 June 2009 are set out below.

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

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

New standards

The Group has adopted IFRIC 14 IAS {9 The Limit on
Defined Beneft Assets Minimurn Funding Requirements and
their Interaction' during the year. Adoption of this revised
interpretation did not have any effect on the financial
performance or position of the Group.

Use of estimates

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

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

* the measurermnent and impairment testing of indefinite life
intangible assets requires estimation of future cashflows and the
selection of a suitable discount rate and growth rate, as detailed
in note | 3

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

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




Basis of consolidation

The consclidated financial statements comprise the financial
statements of The Go-Ahead Group plc and its subsidiaries
as at 27 June 2009.

Subsidiaries are consolidated from the date on which control

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

Minority interests represent the interests not held by the Group
in Govia Limited, a 65% owned subsidiary, and are presented
within equity in the consolidated balance sheet, separately

from parent shareholders’ equity.

Revenue recognition

Revenue is recognised to the extent that it is probable that

the income will flow to the Group and the value can be reliably
measured, Revenue is measured at the fair velue of the
cansideration received, excluding discounts, rebates, VAT

and other sales taxes or duty.

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

Bus revenue comprises amounts receivable generated from ticket
sales and revenue generated from services provided on behalf of
local transport authorities. Aviation services revenue represents
income receivable generated from contracts in place with aidines
and other aviation businesses. It also includes parking revenue
generated through the operation and management of car

parks and associated services, which include security and bus
transportation. Where the Group acts as a managing agent at

a car park it recognises only the commission eamed as revenue.

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

as revenue, and franchise premium payments to the DfT

are recognised in operating costs.

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

Rental income

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

Finance revenue

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

Government grants

Government grants are recognised at their fair value where there
is reasonable assurance that the grant will be received and all
attaching conditions will be complied with. When the grant
relates to an expense item, it is recognised in the income
statement over the period necessary to match on a systematic
basis to the costs that it is intended to compensate. Where

the grant relates 1o a non-current asset, value is credited to

a deferred income account and is released to the income
statement over the expected useful life of the relevant asset.

Uninsured ligbilities

The Group limits its exposure to the cost of motor, employer
and public liability claims through insurance policies issued by
third parties. These provide individual claim cover, subject to high
excess limits and an annual aggregate stop loss for total claims
within the excess limits. An accrual is made within current
liabilities for the estimated cost to the Group to settle claims for
incidents occurring prior to the balance sheet date, subject to the
overall stop loss. On the basis that the Group does not have an
unconditional right to defer settlement for at least |2 months
after the balance sheet date, these uninsured liabilities are
classified as current.

The estimation of the balance sheet uninsured claims accrual

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

Franchise bid costs

A key part of the Group's activities is the process of bidding

for and securing franchises to operate rail services in the UK All
franchise bid costs incurred prior to achieving preferred bidder
status are treated as an expense in the income statement
irrespective of the ultimate outcome of the bid. Directly
attributable, incremental costs incurred after achieving preferred
bidder status are capftalised as an intangible asset and amortised
over the life of the franchise.

Profitirevenue sharing ogreements

The rail companies have certain revenue and profit sharing
agreements with the DfT. An accrual is made within amounts
payable to central government for the estimated cost to the
Group of the relevant amounts accnred at the balance sheet date.

Exceptiond! items

The Group presents as exceptional items on the face of the
income staternent, those material tems of revenue or expense
which, because of the nature and expected infrequency of the
events giving rise to them, merit separate presentation to allow
better understanding of financial performance.

Property, plant and equipment

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

Assets held under finance leases are depreciated over the
shorter of their expected usefud lives and the lease terms.
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Notes to the consolidated financial statements continued

2. Summary of significant accounting pelicies continued
Depreciation is charged te the income statement based on cost
or fair value, less estimated residual value of each asset, evenly
over its expected useful life as follows:

Short leasehold land and buildings The life of the lease

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

Rolling stock Over 8to |5 years
Plant and equipment Over 3to |5 years

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

Non-current assets held for sale

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

Business combinations and goodwill

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

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

Following initial recognition, goodwill is measured at cost less

any accumulated impairment losses. Goodwill is reviewed for
impairment, annually, or more frequently if events or changes

in circumnstances indicate that the carrying value may be impaired.
Any impairment is recognised immediately in the income
statement and not subsequently reversed. For the purposes

of impairment testing, goodwill is allocated to the related
cash-generating units monitored by management.

Goodwill arising cn acquisitions before the date of transition to
IFRSs has been retained at the previous amounts, and has been
subject to impairment testing as at the transition date and
annually thereafter. Goodwill written off to reserves prior to

27 June 1998 has not been reinstated, In the event of subsequent
disposal of the business to which it relates, goodwill is included in
the carrying amount of the operation when determining the gain
or loss on disposal to be charged to the income statement,
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Impairment of assets

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

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

Impairment losses of continuing operations are recognised in
the income statement in those expense categories consistent
with the function of the impaired asset An assessment is made
at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist

or may have decreased, If such indication exists, the recoverable
amount is estimated. A previously recognised impairment loss

is reversed only if there has been a change in the estimates
used to determine the asset’s recoverable amount since the

last impairment loss was recognised.

The reinstated amount cannot exceed the carmying amount

that would have been determined, net of depreciation, had

no impairment loss been recognised for the asset in prior years.
After such a reversal the depreciation charge is adjusted in future
periods to allocate the asset’s revised carrying amount, less any
residual value, on & systematic basis over its remaining useful life.

Franchise assets

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

The carrying value of franchise assets is reviewed for impairment

at the end of the first financial year following the award of the
franchise and in other periods if events or changes in circumstances
indicate that the camrying value may not be recoverable,




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

Inventories

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

Cash and cash equivalents

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

Finandial assets and derivatives

Financial assets are accounted for in accordance with LAS 39,
Financial assets are inttially recognised at fair value, being the
transaction price plus directly atiributable transaction costs.

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

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

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

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

Interest-bearing loans and borrowings

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

Assets held under finance leases, which are leases where
substantially ali of the risks and rewards of ownership of the
asset have passed to the Group, and hire purchase contracts

are capitalised in the balance sheet, with a cormesponding liability
being recognised, and are depreciated over the shorter of their
useful lives and the lease terms. The capital elements of future
obligations under leases and hire purchase contracts are included
as liabilities in the balance sheet.

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

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

Provisions

Provisions are recognised when the Group has a present legal
or constructive obligation as a result of past events, it is probable
that an outflow of resources will be required to settle the
obligation, and a reliable estimate of the amount can be made,

Treasury shares

Re-acquired shares in the Group, which remain uncaricelled,

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

Retirement benefits

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

Non-rail schemes

The cost of providing benefits under the defined benefit plans

is determined separately for each plan using the projected unit
credit method, which attributes entitlernent to benefits to the
current period {to determine current service cost) and to the
current and prior periods (to determine the present value of
defined benefit obligation) and is based on actuarial advice.

The interest element of the defined benefit cost represents the
change in present value of abligations during the periad, and is
determined by applying the discount rate 10 the opening present
value of the benefit obligation, taking into account material
changes in the obligation during the year. The expected retum
on plan assets is based on an assessment made at the beginning
of the year of long term market returms on scheme assets,
adjusted for the effect on the fair value of plan assets of
contributions received and benefits paid during the year.

The Group has applied the option under IAS 19 to recognise
actuarial gains and losses in the Statement of Recognised
Income and Expense in the period in which they occur.

The difference between the expected retum on plan assets
and the interest cost, along with the current service cost, is
recognised in the income statement within operating costs.
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Notes to the consolidated financial statements continued

2. Summary of significant accounting policies continued
The defined benefit pension asset or liability in the balance sheet
comprises the total for each plan of the present value of the
defined benefit obligation (using a discount rate based on high
quality corporate bonds), less any past service cost not yet
recognised and less the fair value of plan assets out of which

the obligations are to be settled directly. Fair value is based

on market price information and in the case of quoted

securities is the published bid price.

Past service costs are recognised in the income statement on

a straight-line basis over the vesting period or immediately if
the benefits have vested. When a settlement (eliminating all
obligations for benefits already accrued) or a curtailment
{reducing future obligations as a result of 2 material reduction

in the scheme membership or a reduction in future entitlement)
occurs, the obligation and related plan assets are remeasured
using current actuarial assumptions and the resultant gain or loss
recognised in the income statement during the period in which
the settlement or curtailment occurs.

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

Rail schemes
COur train operating companies participate in the RPS, a defined
benefit scheme which covers the whole of the UK Rail Industry.
This is partitioned into sections and the Group is responsible for
the funding of these schemes whilst it operates the relevant
franchise. In contrast to the pension schemes operated by most
businesses, the RPS is a shared cost scheme, which means that
costs are formally shared 60% employer and 40% employee. A
liability or asset is recognised in line with other defined benefit

. schemes in the Group, although this is offset by a franchise
adjustment so that the net liability or asset represents the deficit
or surplus that the Group expects to fund or benefit from during
the franchise term. This represents a departure from [AS 19 so
as to present fairly the Group's financial performance, position
and cashfiow in respect of its obligations for the RPS.

Share-based payment transactions

The cost of options granted tc emplcyees is measured by
reference to the fair value at the date at which they are granted,
determined by an external valyation using an appropriate pricing
model. In valuing equity-settled options conditions are linked to
the price of the shares of The Go-Ahead Group plc (‘market
conditions’) and to eamings per share critena.

The cost of options is recognised in the income statement over
the period from grant to vesting date, being the date on which
the relevant employees become fully entitled to the award, with
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a corresponding increase in equity. The cumulative expense
recognised at each reporting date, reflects the extent to which
the period to vesting has expired and the Directors’ best
estimate of the number of opticns that will ultimately vest or,
in the case of an instrument subject te a market condition, be
treated as vesting as described above.

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

Toxation

Current tax assets and liabilities are measured at the amount
expected to be recovered from or paid to the taxation
authorities on an undiscounted basis at the tax rates that are
expected 1o apply when the related asset is realised or the
liability is settled, based on tax rates and tax laws that have been
enacted or substantively enacted at the balance sheet date.

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

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

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

Deferred tax assets are only recognised o the extent that it is
probable that the temporary differences will be reversed in the
foreseeable future and taxable profit will be available to allow

all or part of the deferred income tax asset to be utilised. The
carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all
or part of the deferred income tax asset to be utilised.

Tax relating to items recognised directly in equity is recognised
in equity and not in the income statement, otherwise, tax is
recognised in the income statement




New standards and interpretations not applied

The IASB and IFRIC have issued the following standards and interpretations with an effective date after the date of these

financial statements:

International Accounting Standards (IAS/IFRSs) (periods wnnir:m"r‘ag:‘r‘;
IFRS 8 'Operating segments’ | January 2009
1AS 23 ‘Borrowing costs (revised) | Janwary 2009
IFRS 2 ‘Share-based payments —~ vesting conditions and cancellations’ | fanuary 2009
IFRS 3 'Business combinations (revised)’ | July 2006
1AS 27 ‘Consolidated and separate financial statements {revised)’ | July 2009
IAS | ‘Presentation of financial statements {revised)’ | January 2009
Amendment to IAS 32 and IAS 31 ‘Puttable financial instruments and obligations arising on liquidations” | [anuary 2009
Amendment to IFRS | and 1AS 27 'Amendments for determining the cost of an investment in separate

financial statements’ | January 2009
Amendment to IAS 3% Bligible hedged itemns’ | January 2009
Amendment ta IFRS 7 fmproving disclosures’ | January 2009
Improvements to IFRSs (April 2009) | july 2009
Improvemenit to IFRSs (May 2008) | January 2009
Amendment to IFRS 2 ‘Group cash settled share-based payment arrangements’ | October 2010
International Financial Repor.ting Interpretation Committee {IFRIC)

IFRIC 13 'Customer loyalty programmes’ | July 2008
[FRIC 17 ‘Distribution of non-cash assets to owners’ | July 2009
IFRIC 18 “Transfer of assets from customers’ I July 2009
IFRIC 15 *Agreements for the construction of real estate’ | January 2009
IFRIC 16 'Hedges of a net investment in a foreign operation’ | October 2008

The Directors do not anticipate adeption of these standards and interpretations will have a materal impact on the Group's

financial staternents.
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Notes to the consolidated financial statements continued

3. Segmental analysis

The Group's primary reporting format is business segments and its secondary format is geographical segments. The operating businesses
are organised and managed separately according to the nature of the services provided, with each segment representing a strategic business
unit that offers different producis and serves different markets, as detailed in the Directors’ Report.

Transfer prices between business segments are set on an arm's length basis in a manner similar to transactions with third parties. The Group
has only one reportable geographical segment, being the UK

Business segments
The following tables present revenue and profit information and certain asset and liability information regarding the Group's business
segmenits for the years ended 27 June 2009 and 28 June 2008

Year ended 27 June 2009
Aviation
Bus Rad services Unallocated Tonal
£m m £m £m £m
Segment revenue 6067 [,557.5 2137 - 23779
Inter-segment revenue {22.0) (5.5} (4.3} - (31.8)
Group revenue : 5847 1,552.0 20594 - 2,346.1
Operating costs
{excluding amortisation and exceptional items) (518.1) (1,490.5) (213.9) - (2,222.5)
Group operating profit
(before amortisation and exceptional items) 66.6 61.5 {4.5) - 123.6
Goodwill and intangible amortisation (1.9} (10.0) (0.5) - (12.4)
Excepticnal items (7.8) (4.7) {45.2) - {57.7)
Segment result 56.9 46.8 {50.2) - 53.5
Net finance costs (11.5)
Profit before tax and minority interest 12.0
Tax expense (23.7)
Profic for the year 18.3
Assets and liabilities
Segment assets 4704 394.6 706 342 963.8
Assets classified as held for sale 9.7 - - - 9.7
Total assets 480.1 3945 704 342 979.5
Segment liabilities (1354) (384.8) (37.5) (431.5) (989.0)
Net assets/{liabilities) 344.7 10.0 33.1 {397.3) (9.5)
Aodation
Bus Ral services Total
i &m o £m
Other segment information
Capital expenditure:
Additions ' 449 122 25 59.6
Acquisitions - - - -
Intangible fixed assets 09 16 0.3 28
Depreciation 315 13.0 52 497
Impairment charges - - 384 384
Provision for onerous contracts - - 1.5 1.5
Fuel hedge 69 - - 69
Exceptional depreciation 08 - - 0.8
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Year ended 28 june 2008

Aviation
Bus Rai services UnaSocated Tetl
m £m £m im £m
Segment revenue 5785 13814 2670 - 22269
Inter-segment revenue (208) (3.0) (4.0 -~ (278)
Group revenue LLY N 1,378.4 263.0 - 2,199.1
Operating costs
{excluding amortisation and exceptional items) (491.5) (1,301.2) {261.5) - (2.054.2)
Group operating profit
{before amortisation and exceptional items) 66.2 77.2 1.5 - 144.9
Goodwill and intangible amortisation (1.9} (9.3) (0.4) - (11.8)
Exceptional iterns (84) - (8.0) - (164)
Segment result 55.% 67.9 (6.9) - 116.9
Net finance costs {13.8)
Profit before tax and minority interest 103.1
Tax expense (26.3)
Profit for the year 76.8
Assets and liabilities
Segment assets 4790 376.8 129.3 310 1.016.1
Assets classified as held for sale 26 - - - 26
Total assets 481 .6 3768 1293 310 10187
Segrnent liabilities {32.3) (333.1) {44.3} (481.5) (351.2)
Net assers/(liabilities) 3893 43.7 85.0 {450.5) 67.5
Aviation
Bus Rail services Total
£m £m £m £m
Other segment information
Capital expenditure:
Additions 363 23 99 555
Acquisitions 35 46 - gl
intangible fixed assets | 20 34 - 54
Depreciation 309 .3 69 49.1
Impairment of intangible and tangible fixed assets 38 - - 38
Summary of unallocated assets and liabilities
2009 2008
£m &n
Assets
Cash 10.8 138
Deferred tax assets 234 7.2
342 31.0
Liabilities
Interest-bearing icans and borrowings 2919 3474
Overdraft - 58
Current tax liabilities 149 60
Deferred tax liabilities 68.4 779
Group retirement benefit obligations — The Go-Ahead Group Pension Plan 563 444
Cther liabilities - -
4315 481.5
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Notes to the consolidated financial statements continued

. 4. Group revenue

2009 2008
£m £m
Rendering of services 2,009.1 1,828.6
Rental income 18.0 184
Franchise subsidy receipts 319.0 3521
Group revenue 2,346.1 2,199.4
5. Operating costs {excluding emortisation and exceptional ftems)
2009 2008
£m &m
Staff costs (note 6) 865.3 8137
Other operating income (33.5) (20.3)
Depreciation of property, plant and equipment
— owned assets 312 277
— leased assets 18.5 214
Total depreciation expense 49.7 43.1
Auditors' remuneration
— audit of the financial statements 0.7 0.6
- taxation services 0.2 02
— other services 0.2 0.1
11 0.9
Trade recelvables not recovered 23 1.7
Operating lease payments
— minimum lease payments 8345 666.9
— sublease payments (6.0) (9.2)
Total lease and sublease payments recognised a3 an expense 8285 657.7
Govemment grants {4.5) (3.6)
Gain on disposal of property, plant and equipment 0.3 04)
Costs expensed relating to franchise bidding activities 35 03
Other operating costs 5104 555.4
Total operating costs 2,222.5 20542
Exceptional iterns (note 7) 57.7 16.4
Goodwill and intangible amortisation 12.4 1K

The fee relating to the audit of the financial statements can be analysed between audit of the Company’s financial statements of £0.2m

(2008: £0.1rn) and audit of subsidiaries’ financial statements of £0.5m (2008; £0.5m).
During the year, £2.6m (2008: £1 2m) was also paid to other ‘Big 4’ accounting firms for a variety of services.
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6. Staff costs

2009 2008
m £m
Wages and salaries 756.6 7173
Social security costs 66.6 634
Other pension costs 41.4 305
Share based payments charge 0.7 25
865.3 8137

The average monthly number of employees during the year, including Directors, was:
2009 2008
No. No.
Administraticn and supervision 2,703 2,676
Maintenance and engineering 2288 2,188
Operations 22,186 22,763
27,177 27,627

The information required by Schedule 8 of the Large and Medium sized Cempanies and Groups {Accounts and Reports) Regulations 2008

and details regarding compensation of key management personnel of the Group is provided in the Directors’' Report.

Sharesave Scheme

The Group aperates an HM Revenue & Customs {{HMRC') approved savings-related share option scheme, known as The Go-Ahead
Group plc Savings-Related Share Option Scheme 2003 (the 'Sharesave Scheme”). The Sharesave Scheme is open to all Group employees
(including Executive Directors) who have completed at least six months’ service with a Group company at the date they are invited to
participate in the scheme. Qualifying employees are invited to save between £5 and £75 per month {up to a maximum of £250 per month
across all schemes) for a period of three years. At the end of that pericd, employees can apply the amounts saved, together with a bonus,

in acquiring shares in the Company at a minimum price equal to 80% of their market price at the time of invitation.

There are savings-related options at 27 June 2009 as follows:

Sehere maturity | june 2018 ) July 2009 I |une 2008
Option price {£) 19.14 14.62 12,10
No. of options unexercised at 27 June 2009 383612 477983 -
No. of options exercised during the year 89 1,937 47910
No. of options exercisable at 27 June 2009 3927 476672 -
The expense recognised for these schemes during the year to 27 June 2009 was £0.7m {2008: £2.3m),
The following table illustrates the number (No.) and weighted average exercise prices (WAEP) of share options for the SAYE:
2009 08
WAEP WAEP
No. £ Na. ‘
Qutstanding at the beginning of the year 1,150,741 16.38 1,847,855 15.15
Granted during the year - - - -
Forfeited during the year (239,210) 16.35 (173536) 1614
Exercised during the year {49.936) 12.21 (523,178) 1211
Qutstanding at the end of the year 861,595 16,63 1,150,741 16.38

The weighted average share price at the date of exercise for the options exercised in the period was £17.61 (2008: £15.34).
The options cutstanding at the end of the year have a weighted average remaining contracted life of 0.4 years (2008: |3 years).

These options are exercisable between £14.62 and £19.14 (2008: between £12.10 and £19.14).
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Notes to the consolidated financial statements continued

6. Staff costs continued

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

Share incentive plans

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

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

Long term incentive plans
The Executive Directors participate in The Go-Ahead Group Long Term Incentive Plan 2005 (the LTIP). The LTIP provides for Executive

Directors and certain other senicr employees to be awarded shares in the Company conditional an specified performance conditions
being met over a period of three years. Refer to the Directors’ Remuneration Report for further details of the LTIP.

The expense recognised for the LTIP during the year to 27 June 2009 was £nil (2008: £0.2m).

The fair value of LTIP options granted is estimated as at the date of grant using a Monte Carlo mode!, taking into account the terms and
conditions upon which the options were granted. The inputs tc the model used for the options granted in the year to 27 June 2009 were:

2009 2008
% per annum % per arnum

The Go-Ahead Group

Future share price volatility 310 220
Transport Sector comparator

Future share price volatility 290-370 210-270
Correlation between companies 60.0 400
FTSE Mid-250 index comparator

Future share price volatility 35.0 250
Correlation between companies 20.0 200

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

2009 008

No. No.

Outstanding at the beginning of the year ’ 69,835 87.577
Granted during the year 72,707 27,530
Forfeited during the year {13,806) {(29.884)
Vested during the year {3,985) {15,388}
Qutstanding at the end of the year 124,751 69835

Nene of the options were exercisable at the year end and the weighted average exercise price of the options is £nil.
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7. Exceptional items

2009 pat i)
£m m
Nan-cash exceptional items
Impairment charges (38.4) (38)
Fuel hedge (6.9) -
Accelerated depreciation charge (0.8) -
Provision for onerous contracts (1.5) -
{47.6) (38)
Cash based exceptional tems
Redundancy and recrganisation costs (10.1) (8.0)
Cashflows from loss on disposal of business - (4.6)
{10.1) (126)
Total exceptional items {57.7) (164)
2009

The exceptional items were significant in the year, totalling £57.7m before taxation, of which £49.8m was recognlsed in the first half.
Most of the tems were non-cash, with cash items totalling £10.1m.

The largest itern was a first half, non-cash impairment charge of £38.4m reflecting the challenging conditians in the aviation services division.
This reduced the carrying value of the ground handling and cargo operaticns within the aviation services division to approximately £20.0m
at December 2008 and remains appropriate at the year end.

Non-cash exceptional items also included £6.9m relating to the fair value of part of the current year bus fuel hedge (designated ds
ineffective under IAS 39), £0.8m in respect of accelerated depreciation on articulated buses in London with a further exceptional charge
of around £3.0m expected over the next two years, and £1.5m of provision for onerous contracts in our Meteor parking operations.

Exceptional cash costs totalled £10.1m, consisting of restructuring and recrganisation costs of £5.4m in the aviation services division
and £4.7m in the rail division.
These costs have been included due to their relative size and management's anticipation of their nen-recurring nature,

2008
The impairment charges and loss on sale of business related to the sale of The Birmingham Omnibus Company Ltd {formerty known
as Go West Midlands and The Birmingham Coach Cempany Limited) on 29 February 2008

The redundancy and recrganisation costsrelated 1o the closure and restructuring of a number of our operations within our aviation
services division.

8. Finance revenue and costs

2000 2008

£m £m

Bank interest receivable on bank deposits 5.2 80
Orther interest receivable 0.9 08
Finance revenue 6.1 88
Interest payable on bark loans and overdrafts (14.2) (183)
Other interest payable {1.9) (1.7
Interest payable under finance leases and hire purchase contracts {1.5) {26)
Finance costs {17.6) (226}
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Financial Statements
Notes to the consolidated financial statements continued

9. Taxation
a. Tax recognised in the income statement and in equity
2009 2008
&m £m
Current tax charge 242 168
Adjustments in respect of current tax of previous years 0.1 (3.1)
243 137
Deferred tax relating to origination and reversal of temporary differences 8.7 %4
Previously unrecognised deferred tax of a prior period (0.5) 30
Tax reported in consolidated income statement (before exceptional tax — changes in tax laws) 15.1 26.3
Previously unrecognised deferred tax of a pricr period (exceptional tax — changes in tax laws) 8.6 -
Tax reparted in consolidated income statement (after exceptional tax — changes in tax laws) 237 263
The effect of changes in tax laws relate to the abolition of industrial buildings allowances.
Tax relating to items charged or credited to equity
2009 2008
£m m
Carporation tax on share based payments (0.1) 0.7
Deferred tax on share based payments - 23
Tax on actuarial losses on defined benefit pension plans (7.6) (12.5)
Tax on IAS 39 (liability)/asset (11.6) 7.4
Tax reported in equity (19.3) (3.5)
b. Reconciliation
A reconciliation of incorne tax applicable to accounting profit before tax and exceptional tems at the statutory tax rate to tax at the
Group's effective tax rate for the years ended 27 June 2009 and 28 June 2008 is as follows:
2009 2008
im £
Profit on ordinary activities before taxation and exceptional items 99.7 1195
Exceptional items (57.7) (164)
Profit on ordinary activities before taxation 42.0 1034
At United Kingdom tax rate of 28% (2008: 29.5%) 1.8 304
Adjustments in respect of current tax of previous years 0.1 (3.0
Previously unrecognised deferred tax of a prior peried (0.5) 30
Previcusly unrecognised deferred tax of a prior period (exceptional tax — changes in tax laws) 8.6 -
Expenditure not allowable for tax purposes 1.8 25
Goodwill amortisation and impairment charges 5.2 1.4
Differences relating to tax efficient financing {(3.3) 7.4)
Rate change due to timing differences 29.5% to 28% - {0.5)
Tax reported in consolidated income staterent at effective tax rate of 56.4% (2008: 25.5%) 23.7 263
Exceptional tax — changes in tax laws (8.6) -
Tax on exceptional items 1.5 28
Effective tax charges 266 29.1
Effective tax rate 26.7% 244%
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c Def:arred tax
The deferred tax included in the balance sheet is as follows:

2009 2008
m &
Deferred tax liability
Accelerated capital allowances (28.4) (259
Intangible assets (5.9) (7.1}
Other temporary differences (9.8) (20.6)
Revaluation of land and buildings (24.3) (24.3)
(68.4) @79)
Deferred tax asset
Retirement benefit obligations 234 16,6
Share based payments - 05
Losses carried forward - Q.
234 17.2
The deferred tax included in the Group income staternent is as follows:
' 2009 2008
m im
Accelerated capital zllowances {6.0) 54
Share based payments 05 0.2)
Tax losses 0.1 -
Retirement benefit obligations (0.4) 36
Other temporary differences (2.9) 08
Adjustments in respect of prior years (0.5) 30
Adjustments in respect of prior years {exceptional tax - changes in tax laws}) 8.6 -
Deferred income tax expense {0.6) 126
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[0. Earnings per share

Basic earnings per share

1009 2008
Net profit attributable to equity holders of the parent {£m} 6.3 560
Weighted average number of shares in issue (000) 41,934 43,481
Basic earnings per share {pence per share) . 14.7 1288
The weighted average number of shares in issue excludes treasury shares held by the Cernpany, and shares held in trust for the
Directors' LTIP.
Diluted earnings per share
o X008
Net profit attributable to equity holders of the parent {£m) 6.3 56.0
Weighted average number of shares in issue {000) 42,934 43,481
Effect of dilution:
Dilutive potential ordinary shares under share option schemes (000) - 505
Adjusted weighted average number of shares {(000) 42,934 43986
Diluted earnings per share (pence per share) 14.7 127.3
The dilution calculation assumes conversion of all potentially dilutive ordinary shares,
Adjusted earnings per share
Adjusted eamings per share is also presented to eliminate the impact of goodwill and intangible amortisation and exceptional costs
and revenues in arder to show a ‘normalised’ eamings per share. This is analysed as follows:
Prefit Exceprional 2009
for the year ems  Amortimtion Toul
m £m £m m
Profit befare taxation 420 577 12,4 2.1
Less: Taxation (23.7) 29 (2.8) (29.4)
Less: Minority Interest {12.0) (2.6) 2.7) {17.3)
Adjusted profit attributable to equity holders of the parent 6.3 522 6.9 65.4
Adjusted earnings per share {pence per share) 152.3
Profit Exceptional 2008
for the year iterns Amortisation Total
£m £m £m £m
Profit before taxation 103.1 164 1.6 1301
Less: Taxation (26.3) (2.8) 27 (31.8)
Less: Minarity Interest (20.8) - (2.5) (23.3)
Adjusted profit attributable to equity holders of the parent 56.0 13.6 6.4 76.0
Adjusted earnings per share {pence per share) 174.8
1 1. Dividends paid and proposed
200% 008
£m £m
Declared and paid during the year
Equity dividends on ordinary shares:
Final dividend for 2008: 55.5p per share (2007: 47p) 238 205
Interim dividend for 2009: 25.5p per share (2008: 25.5p) b0 109
’ 34.8 34
w00 Hos
23 &m
Proposed for approval at AGM (not recognised as a liability as at 27 June 2009)
Equity dividends on ordinary shares:
Final dividend for 2009: 55.5p per share {2008: 55.5p) 239 232
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12. Property, plant and equipment

Freehold land Leasehald Rolling Plart and
and buildings propertics stexck equipmen. Total
£m £m £m im £m
Cost: .
At 30 June 2007 147.1 17.2 3358 180.C 680.1
Additions 02 1.4 326 213 555
Acquisitions 1.6 - 20 45 8.l
Disposals (1.6) (0.3) (214) (16.8) {40.1}
Transfer of assets held for resale 2.7) - - - 2.7)
At 28 June 2008 1446 18.3 3490 189.0 7009
Additions N 1.3 340 232 59.6
Disposals - - (t74) (6.5) (239)
Transfer categories A - - ©.1) 0.1 -
Transfer of assets held for resale 08 - (1.8) - (1.0}
At 27 June 2009 146.5 19.6 3637 205.8 735.6
Depreciation and impairment:
At 30 June 2007 4.3 3l 1410 1068 2554
Charge for the year 04 1.0 265 21.2 49.1
Disposals - - (153) (14.9) (30.1)
Transfer of assets held for resale ©.1) - — — (0.1
At 28 June 2008 48 4.1 1522 1132 2743
Charge for the year 06 Il 273 207 49.7
Exceptional depreciation - - 08 - 08
Impairment charges - - - 222 222
Disposals - - {145) 5.7 - (202}
Transfer of assets held for resale 01 - {1.2) - {1.1)
At 27 june 2009 55 52 164.6 150.4 325.7
Net book value
At 27 June 2009 141.0 14.4 199.1 554 409.9
At 28 June 2008 139.8 14.2 1968 758 42656
At 30 June 2007 142.6 14.1 1948 732 4247
The net book value of leased assets and assets acquired under hire purchase contracts is:
2009 2008
£m £m
Rolling stock - 1183 1563
Plant and equipment 1.9 3.1
120.2 1600

Additions during the year included £nil (2008: £1.8m) of rolling stock and £nil (2008: £nil) of plant and equipment held under finance

leases and hire purchase contracts.
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Notes to the consolidated financial statements continued

13, Intangible assets

Franchise Rail franchise Customer
Gondwill Software costs bid costs agset contracts Totad
£m £m £m £m £m £m

Cost
At 30 June 2007 1085 62 48 344 39 157.8
Additions - 30 24 - - 54
Reclassification [(W5)] - - - 04 -
Disposals (3.8 0.4) - - - (4.2}
Acquisitions 08 - - 152 12 172
At 28 June 2008 105.1 8.8 72 496 55 1762
Additions ~- 26 0.2 - - 28
At 27 June 2009 105.1 11.4 74 49.6 55 179.0
Amortisation and impairment
At 30 Jure 2007 16.3 33 20 66 0.2 284
Charge for the year 24 1.2 08 58 |4 1.6
At 28 |une 2008 187 4.5 28 124 |.6 400
Charge for the year 24 1.4 09 62 1.5 124
Impairment 16,1 0.1 - — 0.1 16.3
At 27 June 2009 37.2 6.0 37 18.6 32 68.7
Net book value
At 27 June 2009 679 54 37 31.0 23 110.3
At 28 June 2008 864 43 4.4 372 39 1362
At 30 June 2007 922 19 28 278 37 1294

Rail franchise asset

This reflects the cost of the right to operate a rail franchise. The brought forward element of the franchise intangible is made up of £25.2m
relating to the opening deficit in the RPS and £12.0m relating o the cost of the intangible asset acquired on the handover of the franchise
assets relating to the Southeastemn rail franchise. The intangible asset is being amortised on a straight-line basis over the life of the franchises
(being between six and eight years).

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

Customer contracts
This relates to the value attributed to customer contracts and relationships purchased as part of the Group's acquisitions. The value
is cakulated based on the unexpired term of the contracts at the date of acquisition and is amaortised over that peried.

impairment

During the year ended 27 June 200% an impairment review of the aviation services division resulted in the goodwill of aviance and
Plane Handling of £16.1m being written down to £nil. Software costs of £0.Im and customer contracts of £0.)m associated with
the aviation services division were also impaired.
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Goodwill
As from 3 July 2004, goodwill is no longer amortised and is annually tested for impairment.

The goodwill charge of £2.4m (2008 £24m) is in respect of rail businesses which, due to the finite nature of the franchises, require
the goodwill to be impaired annually.

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

1009 2008

m £m

aviance and Plane Handling - 6.1
Meteor Parking 18.4 84
New Southern Railway 1.0 34
Metrobus 6.5 6.5
Go South Coast 28.6 286
Brighton & Hove 2.1 2
Go West Midlands - -
London Bus 10.5 105
Go North East 0.8 0.8
67.9 864

The recoverable amount of goodwill has been determined based on a value in use calculation for each cash-generating unit, using cashflow
projections based on financial budgets and forecasts approved by senior management covering a three-year period. Growth has been
extrapalated forward from the end of the forecasts, using a growth rate of 3.0% which reflects the Directors' view of long term growth
rates in each business.

The pre-tax cashflows for all cash-generating units have been discounted using a pre-tax discount rate of | 1.0% (2008: 12.1%). based on
the Group's weighted average cost of capital, plus an appropriate risk premium for each cash-generating unit of 0.G-2.0% (2008: 0.0-2.0%).

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

The Directors consider the assumptions used to be consistent with the historical perfermance of each unit and to be rezlistically achievable
in light of economic and industry measures and forecasts. We have conducted sensitivity analyses on our calculations and have confirmed
that, apart from aviance and Plane Handling where we have recorded an impairment of our assets this year, there is no reasonably possible
mavement on assumptions which would lead to impairment,

1 4. Business combinations

Year ended 27 fune 2009
There have been no business combinations during the year ended 27 June 2009.

Year ended 28 june 2008

On 10 September 2007, Go North East Limited, a wholly owned subsidiary of the Group, acquired the cemmercial bus operations and
associated assets of Northumbria Coaches, a small independent Northumberland bus operator. On |5 October 2007, Go North East
Limited acquired the commercial bus operations and associated assets of Stanley Taxis, a small independent Durham bus operator. On

28 lanuary 2008 Go North East Limited acquired the commercial bus operations and associated assets of Redby Buses, a small independent
Sunderiand bus operator. On 8 December 2007 Metrobus Limited, 2 wholly owned subsidiary of the Group, acquired FirstGroup's
regutated bus operations in Orpington.

The total cash consideration for the above acquisitions was £5.5m. They have been accounted for as acquisitions in accordance with IFRS 3.
The acquisition balance sheets have been adjusted to reflect provisional fair values and the goodwill arising has been capitalised as an
intangible asset

Finondal Statements

Intangible assets acquired represent custorner contracts of £1.2m.

Management believes that the goodwill represents future growth opportunities and created value to the Group in respect of non-
contractual relationships, customer loyafty, and an assembled workforce, for which the recognition of a discrete intangble asset is
not permitted. A property valuation has been completed.
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Financial Statements
Notes to the consolidated financial statements continued

14. Business combinations continued
A summary of the transactions is detailed below:

Net assets at date of acquisition:

Book Fair value

valua to Group

2008 2008

£m £m

Intangible assets - 12
Tangible fixed assets 4.0 3.3
4.0 47

Goodwill capitalised 0.8
55

Cash 5.5
55

From the date of acquisition, in the year ended 28 june 2008, the acquisitions contributed an operating profit of £0.8m to the Group
and revenue of £5.3m. The Group is unable to determine, from available information, the profit and cashflow that would have been

contributed if the combinations had taken place at the beginning of the year.

15, Assets classified as held for sale

Assets held for sale, with a carrying amount of £9.7m (2008: £2.6m), represent property, plant and equipment which are currently not
used in the business and are now available for sale. These assets classified as held for sale had no associated liabilities at the year end

{2008: £nil).
t
[ 6. Inventories
2009 2008
£m 4]
Raw materials and consumables 13.1 120
The provision for slow moving and obsclete inventory is immaterial.
I'7. Trade and other receivables
2009 2008
£m &n
Current
Trade receivables 94.0 1.7
Less: Provision for impairment of receivables (4.4) (3.0)
Trade receivables — net 89.6 1087
Cther recenvables 273 267
Prepayments and accrued income 59.1 644
Receivable from central govemment 23.2 384
199.2 2382
2009 2008
&m £m
Non-current
Other recejvables 3.1 1.5

Included within other receivables is £21.6m (2008: £21.2m) deposit paid on rolling stock.
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Trade receivables at nominal value of £4.4m {2008: £3.0m} were impaired and fully provided for. Mavements in the provision for
impairment of receivables were as follows:

Indiduzty Collectively

impaired impaired Total
[ &m £m
At 30 June 2007 : 1.6 0.1 1.7
Charge for the year 1.7 - 1.7
Lhilised (0.3) - (03)
Unused amounts reversed (0.1} - - {0.1)
At 28 June 2008 29 al 30
Charge for the year 25 0.5 30
Utilised {08) ©n 09
Unused amounts reversed {0.7) - {0.7)
At 27 June 200% 39 0.5 44
As at 27 june 2009, the ageing analysis of trade receivables is as follows:
Neither past Past due but
due nor not Enpai
Totl impaired < 30days 30— 60 cays 60-90days 90~ 120days > 120 days
£m £m £m £m £m £m £m
2009 89.6 60.8 166 . 4.8 012 32 4.0
2008 108.7 747 249 5.2 26 1.3 -
18. Cash and short term deposits
2009 2008
£m m
Cash at bank and in hand 322 210
Short term deposits 1749 1360
207.1 157.1

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

Amounts held by rail companies induded in cash at bank and on short term deposit, can be distributed anly with the agreement of the DIT,
normally up to the value of revenue reserves or based on a working capital formula agreed with the DIT, As at 27 June 2009, batances
amounting to £181.3m (2008 £122.9m) were restricted.

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

2009 2008
23 tm

Cash at bank znd in hand 322 211
Short term deposits 174.9 1360
Bank overdrafts (note 20) (5.0) (5.8)
202.1 151.3
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Notes to the consolidated financial statements continued

19. Trade and other payables

2009 2008
m m
Current
Trade payables 179.3 169.4
Other taxes and social security costs 222 186
Other payables 30.1 39.2
Deferred season ticket income 88.8 B4.9
Accruals and deferred income 81.3 67.8
Uninsured claims acerual 40.2 348
Payable to central govemment 395 272
Government grants 43 21
485.7 4440
1009 08
m £m
Non-current
Government grants 37 70
Other liabilities 5.2 28
89 98
Terms and conditions of the above financial liabiiities are as follows:
* Trade payables are non-interest-bearing and are normally settled on 30 day terms;
* Other payables are non-interest-bearing and have varying terms of up to 12 months;
* For terms and conditions relating to related parties, refer to note 29.
20. Interest-bearing loans and borrowings
Net Debt
Qur net debt position comnprises cash, short term deposits, interest-bearing loans and borrowings, and can be summarised as:
2009 2008
€m im
Syndicated loans (see below) 2390 2620
Medium term loans (see below) . 360 528
Finance lease and HP commitmenits {note 21) 8.1 343
Overdrafts {note 18) 5.0 5.8
298.1 3549
Cash and short term deposits (note [8) (207.1) {i57.13
Net debt 91.0 1978
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Interest-bearing loans and borrowings

Effective
interest 2009 2008
rate % Maturity £m £m
Current
Bank overdrafis 1.50 Cn 5.0 58
demand
Current obligations under finance leases and hire purchase contracts (note 21) 519 I to 2 9.2 160
moanths
Current instalments due on bank loans 4.16 2t0 9% 16.2 168
months
304 386
Non-current
Non-current obligations under finance leases and hire purchase contracts {note 21} 5.19 l to5 89 183
years
Non-current instalments due on bank oans 1.35 | to 4 257.6 2963
years
266.5 3146
Total interest-bearing loans and borrowings 296.9 3532
Debt issue costs 1.2 1.7
As per net debt schedule 298.1 3549
The maturity of bank loans is as follows:
2009 2008
£m £m
W/ithin one year . 16.2 168
After one year but not more than five years 257.6 154
After more than five years - 2809
2738 3131
Bank loans ' .

Bank loans are stated net of debt issue costs of £1.2m (2008: £1.7m}.

Syndicated loan fadlity
On 23 November 2007 the Group entered into a £340.0m five-year syndicated loan facility. The debt is unsecured and interest is
charged at LIBOR + Margin, where the margin is dependent upon the gearing of the Group and the intended use of the borowings.

As at 27 June 2009, £239.0m (2008: £262.0m) of the facility was drawn down.

Medium term loans
The Group has a number of medium term loans, all of which are unsecured.

Effective

Interest 2009 2008

rate % £m m

Fixed rate term loan 5.76 248 255
Floating rate term loans 1.02 1.2 273

36.0 228

There are two fixed rate term loans which are both unsecured, £1%.5m is subject to interest of 5.71% and is repayable in annual instalmenits
of £6.5m, £5.8m and £7.2m on 22 September each year. £5.3m is subject to fixed interest of 5.94% and is repayable in one final instalment
on 6 March 2010

There is one floating rate loan which is unsecured. It is subject to interest at LIBOR + Q.3%, and is repayable in annual instalments of
£5.6m on 22 August each year.

On 26 August 2009 two additional floating rate loans were arranged, The first being a £15.0m loan subject to interest at LIBOR + 3.0%
with a single repayment on 25 August 2012. The second is also for £15.0m and is subject to interest at LIBOR + 2.25%. Repayments
of £1.5m, £3.5m and £10.0m will be made in year one, year two and year three respectively.

Bank covenants

The Group is subject 1o a number of covenants in relation to its borrowing facilities which, if contravened, would result in its loans
becoming immediately repayable. These covenants specify a maximum adjusted net debt to EBITDA of 3.5x, and EBITDA plus
fixed charges to interest payable plus fixed charges ratio. At the year end the Group was not in breach of any bank covenarts.

Details of the Group’s treasury policies are included in note 22,
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21, Finance lease and hire purchase commitments

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

2009 2008
Minimum  Present value of Mnimum  Present value of
payments payments payments payments

£m m £m £m

Within one year 10.0 2.2 17.3 160

After one year but not mare than five years 9.5 89 19.1 18.1

After more than five years - - 02 Q02

Total minimum lease payments . 19.5 366

Less amounts representing finance charges {1.4) (2.3)

Present value of minimum lease payments 18.1 18.1 34.3 343

22. Financial risk management objectives and policies

Finandial risk factors and menagement

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

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

h is, and has been throughout 2009 and 2008, the Group's policy that no trading in derivatives shall be undertaken and derivatives are anly
purchased for intemal benefit. .

The main financial risks arising from the Group's activities are interest rate risk, liquidity risk and credit risk. Risks arising from fuel derivatives
are explained in note 23.

Interest rate risk

The Group barrows and deposits funds and is exposed to changes in interest rates. The Board's policy toward cash deposits is 10 deposit
cash short term on UK money markets. Interest payable on senior bank borrowings is bzsed on re-fixing the rate of interest over short
periods of ime of up to 36 months. During the year the Group has partially managed interest rate risk by hedging. Excluding fixed rate
debt. the Group has net borrowings and hence the present adverse risk is an increase in interest rates,

The maturity and interest rate profile of the financial assets and liabilities of the Group as at 27 June 2009 is as follows:

Average ‘Within More than
rata | year 1-2 years 2.3 years 34 years 4-5 years 5 years Tetal
% £m &m £m £m m £m £m
Year ended 27 June 2009
Floating rate liabilities/(assets)
Bank overdrafis 1.50 50 - - - - - 50
Variable rate loans 111 56 5.6 - 2390 - - 2502
Obligations under finance lease and
HP contracts .42 08 08 - - - - ]
Interest rate swaps 2.20 - - {49.5) (50.0) - - (99.5)
Gross floating rate liabilities/{assets) 11.4 6.4 {49.5) 18%.0 - - 157.3
Cash assets ) 078  {207.1) - - - - - (207.1)
Net floating rate {assets)/liabilities (195.7) 6.4 (49.5) 189.0 - - (49.8)
Fixed rate liabilities
Medium term fixed rate loan 576 1.8 58 7.2 - - - 248
Obligations under finance lease and hire
purchase contracts 5.55 84 5.0 25 04 02 - 16.5
Interest rate swaps 2.20 - - 495 50.0 - - 99.5
20.2 10.8 59.2 50.4 02 - 140.8
Total floating and fixed profile {175.5) 17.2 9.7 239.4 0.2 — 9.0
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Average Within | Mgore than

rate year 1-2 years 23 vears 34 years 4.5 years 5 years Total
% £m £m £m £m £m £m £m
Year ended 28 June 2008
Floating rate liabilities/(assets)
Cash assets ) 5.59 (157.1) - - - - - {157.1)
Bark overdrafts 6.00 58 - - - - - 58
Variable rate loans 5.29 106 1.1 5.6 - 2620 - 2893
(140.7) 1.1 56 - 2620 - 138.0
Fixed rate liabilities
Medium term fixed rate loan 571 6.8 5.8 57 7.2 - - 255
Obligations under finance lease and
hire purchase contracts 5.64 160 9.2 68 1.7 04 02 343
228 150 125 89 0.4 02 59.8
Total floating and fixed profile {1179} 26.1 18.1 8.9 2624 02 197.8

Interest on financial instrumenits classified as floating rate is re-priced at intervals of less than one year. Interest on financial instrumenits
classifiedt as fixed rate is fixed until the maturity of the instrument. The other finandial instruments of the Group that are not included

in the above tables are non-interest-bearing and are therefore not subject to interest rate risk.

At 27 June 2009, the Group had two interest rate swaps totalling £100.0m, fixing the interest on part of the variable rate syndicated foan.

£50.0m was fixed at 2.01% pius margin until December 201 | and £50.0m was fixed at 2.39% plus margin until December 2012. To date

these two interest swaps have resulted in a rezlised loss of £0.2m.

These swaps result in a net floating rate asset of £50.3m and z net fixed rate liability of £141.3m at 27 June 2009, Hence the adverse

risk at year end is a decrease in interest rates.

During the current year, the Group entered into an interest rate swap totalling £150.0m, fixing the interest on part of the variable rate
syndicated loan at 6.4%. The interest rate swap covered the six month period from Crctober 2008 to March 2009 and resulted in a

rezlised loss of £1.8m.

During the year ended 2008, the Group took out a variable interest rate swap on 2 £100.0m drawdown of the syndicated loan. This

was designated as a cashflow hedge of the interest on the loan, and 2 loss of £0.2m was recognised in the income statement.

Interest

ratz hedge

2009 2008

L £m

Unrealised gains on hedges at start of year - -
(Losses)/gains arising in the year {1.5) 0.2)
Realised losses/(gains) in the year 2.0 0.2
Unrealised (losses)/gains on hedges at the end of the year 0.5 -
(Losses)/gains expected to be recognised within one year 0.1 -
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22. Financial risk management objectives and policies continued

Interest rate risk table

The following table demanstrates the sensitivity to a reasonably possible change in interest rates, with all other variables held constant,
of the Group's prafit before tax {through the impact on floating rate borrowings).

Effect on
Increase/ profit
dacrease in before tax
basis points £m
2009
GBP 50 ©n
GEP {50) 07
2008
el 50 o7
GBP (50) 0.7
Liquidity risk

The Group has in place a £340.0m syndicated loan facility which allows the Group to maintain liquidity within the desired gearing range.
The level of drawdown and prevailing interest rates are detailed in note 20.

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

Foreign currency risk
The Group rarely enters into transactions in foreign currency and no transaction to date has been material. Shou'd larger foreign currency
transactions be undertaken, consideration would be given to hedging the foreign currency exchange risk.

Credit risk

The Group's credit risk is primarily attributable to its trade receivables and cash deposits (see note 17). The maximum credit risk exposure
of the Group comprises the amounits presented in the balance sheet, which are stated net of provisions for doubtful debt. A provision

is made where there is an identified loss event which, based on previous experience, is evidence of a reduction in the recoverability of
future cashflows,

The rajority of the Group’s receivables are with public (or quasi-public) badies (such as the DIT). The Group does nat consider these
counterparties to be a significant credit risk. Qutside of this, the Group does not consider it has significant concentrations of credit risk
Risk of exposure to non-return of cash on depostt is managed through a treasury policy of holding deposits with banks rated A+ or Aa3
or above with at least one of the agencies. Qur treasury policy outlines the maximum level of depaosit that can be placed with any one
given financial institution.

Contractual paymenis
The table below summarises the maturity profile of the Group's financial liabilities at 27 June 2009 based on contractual undiscounted payments.

Year ended 27 June 2009

Lass than 3
On demand months 3 ta |2 months | w0 5 years > § years Toual
£m £m £m £m £m £m
Interest-bearing loans and borrowings 5.0 16.5 18.6 291.2 - 3313
Other fimarcial liabilities - 4.1 123 85 - 249
Trade and other payables 48.| 263.6 375 4.6 - 3538
53.1 284.2 68.4 3043 — 7100
Year ended 28 June 2008
Less than 3 31012
©On demand months months | to 5 years > 5 years Total
£m £m £n £m £m &m
Interest-bearing loans and borrowings 57 19.5 357 3816 02 4427
Trade and other payables 437 216.1 62.8 2.5 0.5 3256
49.4 235.6 98.5 384.1 0.7 768.3

Managing capital

The Group manages its capital structure such that net debt {adjusted to exclude restricted cash), to EBITDA (before exceptionals) is within
a range which retains an investment grade debt rating. Adjusted net debt at the year end was £272.3m (2008: £3207m), equivalent to |.57x
(2008: 1.65x) EBITDA in line with the Group's aim to move to an adjusted net debt to EBITDA ratio of {.5x to 2.5x through the cycle.
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‘Operating leases
The Group uses operating leases far bus and coach purchases across the Group primarily where the vehicles senvice specific contracts to
mitigate the risk of ownership at the end of the contract. This results in £0.4m (2008; £0.4m) of cost within operating charges which would

otherwise have been charged to interest. The Group holds operating leases for fis bus fleet with an asset capital value of £9.5m (2008: £6.4m}.

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

23. Derivatives and financial instruments

a. Fair values

The fair values of the Group's financial instruments carried in the financial statements have been reviewed as at 27 June 2009 and are as follows:

2009 2003
Carrying value Fairvalie  Camying vahue Fair value
£m £m im £m
Fuel price derivatives (zL7) (21.7) 273 273
Interest rate denvatives 0.5 0.5 - -
Fixed rate debt (24.8) (25.5) (25.5) (239}
Qbligations under finance lease and hire purchase contracts (16.5) (16.5) (34.3) (34.3)
: (62.5) (63.2) (325) (309)

The fair value of all other assets and liabilities in notes |7, 19 and 20 is not significantly different to their carrying amount, The fuel price
derivatives were valued externally by the respective banks by comparison with the market fuel price at the relevant date.

The fair value of fixed rate borrowings has been calculated by discounting the expected future cashflows at prevailing rates.
b. Hedging activities
Fuelf derivatives

The Group is exposed to commadity price risk as a result of fuel usage. The Group closely monitors fuel prices and uses fuel derivatives
1o hedge its exposure 1o increases in fuel prices, when it deems appropriate.

At the year end, the Group had various fuel price swaps in place. For the 20!6. 2011,2012, 2013 and 2014 financial years cashflow hedges
were placed over 125, 113, 38, 6 and | million litres of fuel respectively. The fair value of the asset or liability has been recognised on the
balance sheet. The value has been generated since the date of the acquisition of the instruments due to the movement in market fuel prices,

As at 27 June 2009 the Group had derivatives against bus fuel of 109 million ltres for the year ending 3 july 2010, representing
approximately 98.0% of the anticipated fuel usage in our bus division. As at 27 June 2009 the Group also had derivatives against bus fuel
for the 2011, 2012, 2013 and 2014 financial years of 100, 25, 3 and | million litres respectively.

As at 27 June 2009 the Group had derivatives against rail fuel of 16 million litres for the year ending 3 July 2010, representing the
anticipated fuel usage in London Midland and Southem. As at 27 June 2009 the Group also had further derivatives for the 2011, 2012
and 2013 financial years of 13, 13 and 3 millions litres of rail fuel respectively.

The Group's hedging policy for the target percentage of anticipated bus fuel usage hedged for the next year and subsequent two years,
and its compliance with that policy at the year ended 27 June 2009 is as follows:

2010 2011 2012
Percentage to hedge per Group policy 100.0% 50.0% 250%
Actual percentage hedged 98.0% 89.0% 22.0%

The gains and losses on instruments used for hedging fue! price risk are not recognised until the exposure that is being hedged is itself
recognised. The movement in the period is shown below.

Interest
rata hedge Fud swaps

2009 2008 2009 2008

£m ém m £m

Unrealised gains on hedges at start of year - - 273 07
(Losses)/gains ansing in the year (1.5) {0.2) (52.7) 333
Realised losses/{gains) in the year 2.0 0.2 106 (6.7)
Unrealised (losses)/gains on hedges at the end of the year 0.5 - (14.8) 273
{Losses)/gains expected to be recognised within one year 0.1 - {15.9) 186
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24. Provisions

Onerous
Depots CONracts Total
&m £m im
At 28 June 2008 09 - 09
Provided 34 1.5 49
At 27 June 2009 4.3 1.5 5.8

At 27 June 2009 provisions have been increased to cover potential disputed costs in one of the train operating companies and onerous
contract provisions in the aviation services division. All provisions are expected to be incurred within five years.

25. Issued capital and reserves

.
2009 2003
im
62.5 miillion |0p ordinary shares 6.3 6.3
Allorted. called up and fully paid
2009 2008
Hillions £m Misions £m
As at 28 June 2008 46.8 47 509 51
Issued on exercise of share options 0.1 - 05 0.l
Cancelled during the year - - (4.6) (0.5)
As at 27 June 2009 46.9 4.7 46.8 4.7
The Company has one class of ordinary shares which camy no right to fixed income.
Staternent of changes in equity
Share Reservefor  Hedging  Other mduncﬁi:la Retained Toml Moty
capital  owm thares reserve reserve reserve *amings ecqudty inerest Toral
£m £m m £m £m £m £m £m m
At 30 June 2007 65.4 (80.6) 05 1.6 02 1387 125.8 58 131.6
Tota! recognised income and expense - - 170 - - 225 393 244 639
Share based payment charge - - - - - .2 1.2 (0.2} 1.0
Dividends - - - - - @14 @14 (en (481
Acquisition of own shares - (87.3) - - - - (87.3) - (87.3)
Arising on shares issued for share optians 6.4 - - - - - 6.4 - 6.4
Share cancellation (0.5) 1011 - - 05 (10L.1Y - - -
Reserve transfer - (20 - - - 20 - - -
At 28 June 2008 713 (68.8) 17.5 1.6 07 319 542 133 67.5
Total recognised income and expense - - (28.0) - - (11.8) {39.6) 86 (2lLo)
Share based payment charge - - - - - o7 07 - 07
Dividends - - - - - (348) (348 (123) (47.1)
Acquisition of own shares - 0.2) - - - - (0.2) - 0.2)
Arising on shares issued for share options 046 - - - - - 0.6 - 0.6
Reserve transfer - 02 - - - (0.2) - - -
At 27 June 2009 71.% (688) (105 16 0.7  (140) {19.1) 9.6 {3.5)

Share capital
Share capital represents praceeds on issue of the Company's equity, both nominal vatue and share premium.

Reserve for own shares

The reserve for own shares is in respect of 3,954,897 ordinary shares (B.4% of share capital), of which 52,667 are held for Directors’ bonus
plans. The remaining shares were purchased in order to enhance shareholders’ retums and are being held as treasury shares for future issue
in appropriate circumstances. During the year ended 27 June 2009 the Company has repurchased 13,615 shares (2008: 3,571,000 shares).
The Cormpany has not cancelled any shares during the year (2008: 4,571,000 shares). A consideration of £0.2m (2008: £87.3m} including
expenses was made for the shares purchased during the year.
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Other reserve
The cther reserve represents the premium on shares that have been issued to fund or part fund acquisitions made by the Group.
This treatment is in line with Section 612 of the Companies Act 2006.

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

Capital redemption reserve

The redemption reserve reflects the nominal value of cancelled shares.
26. Notes to the cashflow statement

Analysis of Group net debt

Cashand cash  Syndicated koan Hire purchase/

equivalerts facilty Bitateral loans Termloans  finance leases Loan nates Total

£m £m £m £m £m m £
30 June 2007 128.6 - (157.0) (65.6) (50.1) {C.4) (144.5)
Cashflow 7.8 (262.0) 1570 128 15.6 04 (58.4)
Acquisitions 49 - - - - - 49
Disposals — - - - 0.2 - 0.2
28 June 2008 151.3 (262.0) - (528) (34.3) - (197.8)
Cashflow 50.8 230 - 168 162 - 106.8
27 June 2009 202.1 (239.0) - (36.0} (18.1) - (91.0)

27. Commitments and contingencies

Capital commitments

009 2008
tm £m
Contracted for but not provided ' 42.4 314

As part of the Group's commitment to assist DfT funding on new rolling stock, the Group is committed to pay a further £30.0m from
restricted cash reserves on Electrostar units that may then be the subject of refinancing through operating lease arrangements in
subsequent periods.

Operating lease commitments — Group os lessee
The Group has entered intc commercial leases on certain properties and other items, Renewals are at the option of the lessee. There are
no restrictions placed upen the lessee by entering into these leases.

Future minimum rentals payable under non-cancellable operating leases as at 27 June 2009 are as follows:

2009 2008

Land and Plant and Land and Plart and

budldings equipment buildings equipment

ém im m £m

Within one year 14.6 168 13.1 It
After one year but not more than five years 473 393 469 277
Maore than five years 81.1 0.3 88.4 38
143.0 56.4 1484 426

In addition, as part of the rail franchises, the Group halds agreements under which it leases rolling stock, and agreements with Network Rail
for access to the raitway infrastructure (track, stations and depots}).

Future minimum rentals payable under these operating leases as at 27 June 2007 are as follows:

2009 2008

£m £m

Within one year 504.6 7478
In the second to fifth years inclusive 1,168.3 18119
OQver five years 195.0 2459

1,867.9 2.805.6
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27. Commitments and contingencies continued

Operating lease commitments — Group as lessor

The Group's train operating companies hold agreements under which they sub-lease rolling stock, and agreements with Network Rail
for access to the raitway infrastructure (track, stations and depots).

Future minimum rentals payable under non-cancellzble operating leases as at 27 june 2009 are as follows:

2009 2008

Land and Other rall Land and Other rai

budldings agreements buildings agreements

£m £m £m £m

Within one year 25 25 4.5 5.8
After one year but not more than five years 0.7 - 68 1.0
Mare than five years . - - 0.2 -
42 25 15 6.8

Performance bonds
The Group has provided bank guaranteed performance bonds of £131.7m (2008: £96.5m), and season ticket bonds of £1 10.2m (2008:
£97.9m) to the DAT in support of the Group's rail franchise operations.

To support subsidiary companies in their normal course of business, the Group has indemnified certain banks and insurance companies
who have issued certain performance bonds and letters of credit. The letier of credit at 27 June 2009 is £35.0m (2008: £35.0rm).

28. Pensions

Retirement benefit obligations consist of the following:

£m £m
Non-rail pension scheme liabilities (76.0} T (594)
Rail pension scheme liabilities (7.5) -
Pre-tax pension liabilities (83.5) (59.4)
Deferred tax asset 234 16,6
Post tax pension scheme liabilities (60.1) {42.8)

Non-rail schemes

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

The defined contribution section of The Go-Ahead Plan is not contracted-out of the State Second Pension Scheme and is open to new
entrants. The expense recognised for the defined contribution section of The Go-Ahead Plan is £4.9m (2008: £4.5m) being the
contrbutions paid and payable.

The defined benefit section of The Go-Ahead Plan is contracted-out of the State Second Pension Scheme and provides benefits based on a
member’s final salary. The assets of the scheme are held in a separate trustee-administered fund, Contributions to this section are assessed
in accordance with the advice of an independent qualified actuary. The section is effectively closed to new entrants. As a resu't, it can be
expected that the service cost will increase in future as a percentage of payroll. However, this percentage is likely to be appliedto a
reducing total pensionable payrolk.

The Go-Ahead Plan is a Group plan for related companies where risks are shared. The overall costs of the Go-Ahead Plan have been
recognised in the Group's financial statements according to 1AS 19. Each of the participating companies accounts on the basis of
contributions paid by that company. The Group accounts for the difference between the aggregate IAS |9 cost of the scheme and the
aggregate contributions paid.

Wilts & Dorset Pension Scheme and Southern Vectis Group Pension Plan

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

Other pension arrangements
A small number of employees in aviance have access to separate defined contribution pension arrangements as part of legacy agreements.
The expense recognised for this is £0.3m (2008: £0.4m}, being the contributions paid.

The Railways Pension Scheme (the RPS}
The majority of employees in our train operating companies are members of sections of the RPS, a funded defined benefit scheme,
The RPS is a shared costs scheme, with assets and liabilities split 60%/40% between the franchise holder/femployee respectively, The

RPS sections are all open to new entrants and the assets and liabilities of each company’s section zre separately identifiable and
segregated for funding purposes.
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In addition to the defined benefit cost, BRASS matching AVC company contributions of £0.9m (2008: £0.7m) were paid in the year.

It is our experience that all pension obligations to the RPS cease on expiry of the franchises without cash or other settlement, and therefore
the obligations recognised on the balance sheet under IAS |9 are only those that are expected to be funded during the franchise term.
However, in spite of our past experience and that of other train operating companies proving otherwise, our legal obligations are not
restricted. On entering into a franchise, the operator becomes the designated employer for the term of the contract and under the RPS
rules is obliged to meet the schedufe of contributions agreed with the scheme trustees and actuaries, in respect of which no funding cap

is set out in the franchise contract.

Summary of year end assumptions

1009 2008

% %

Price inflation 34 38
Discount rate 6.3 6.2
Rate of increase in salaries 4.4 53
Rate of increase of pensions in payment and deferred pension* 34 38

* inexcess of any Guarantsed Minimurn Persion (GMP) slerment.
The discount rate is based on the anticipated retum of AA rated corporate bonds with a term matching the maturity of the scheme liabilities.

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

Rail Norvrail

2009 2008 2009 2008

Years Years Years Yeary

Pensioner 20 20 19 18
Non-Pensicner 2 21 20 19

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

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

Non-rail
2010
Pension deficit Pension cast
£m £m
Discount Factor — increase of 0.1% {7.6) (0.2)
Price Inflation — increase of 0.1% 6.8 0.7
Rate of increase in salaries — increase of 0.1% 1.6 0.2
Rate of increase of pensions in payment — increase of 0.1% 43 03
Increase in life expectancy of pensioners or non-pensioners by ¢ year 134 1.2
Category of assets at the year end
2009 008
£m % &m %
Rail
Equities 447.5 634 553.1 63.6
Bonds 71.3 10.1 878 10.1
Property 1ol 15.6 130.5 15.0
Cash 769 109 98.3 113
705.8 100.0 B69.7 100.0
2009 2008
£m % £m %
Non-rail
Equities 166.5 472 1778 472
Bonds 162.9 46.2 170.7 453
Property 17.6 50 219 58
Cash 57 1.6 64 1.7
3527 100.0 376.8 100.0
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28. Pensions continued

The weighted average expected long term rates of retum were:

Rail Norrrai
2009 2008 2007 2009 2008 2007
%pa % pa. % pa. % pa. % pa. % pa
Weighted average rate of retum 8.1 80 77 7.8 79 7.7
Funding position of the Group’s pension arrangements
‘ Rail Norvrail
2009 2008 2007 009 2008 2007
£m £m £m £m £m &m
Employer’s share of pension scheme:
Ligbilities at the end of the year (937.1)  (1,0265) {652.0) (428.7) (4362) (404.5)
Assets at fair value 705.8 B849.7 651.8 3527 376.8 3800
Gross deficit {231.3) {156.8) (0.2 (76.0) (59.4) (24.5)
Franchise adjustment 223.8 1568 (2.1) - - -
Pension scheme liability (7.5) - (2.3) {76.0) (5%4) {24.5)
Pension cost for the financial year
Rail Norn-rail
2009 2008 2007 2009 2008 2007
£m £m £m £m £m £m
Service cost 416 315 244 6.1 67 75
Interest cost on liabilities 428 304 205 268 238 225
Expected return on assets (42.0) (37.8) (24.8) (29.4) (29.7) (24.5)
Interest on franchise adjustmenits (%.8) — {1.3) - - -
Pension cost ] 326 24.1 18.8 35 0.8 55
Experience recognised in the Statement of Recognised Income and Expense (SORIE)
Rai Nor-rail
2009 2008 2007 2006 2005 2009 2008 2007 2006 2005
im £m £m £m £m im ém m £m £m
Gain/(lass) on pension scheme
liabilities 896  (853) 48 e (25.3) 288 (105) 350 (14.0)  (549)
Experience (losses)/gains on assets (152.9) (815 364 57 102 (43.7) (398 25.6 299 124
Franchise adjustment mavemenit 57.3 152.3 (26.8)- 6.7 {8.1 - - - - -
Total {loss)/gain recognised in ]
SORIE during the year {6.0) 5.5 144 1.0 30 (209) (501} £0.6 159 (42.5)

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

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

Rail Nor-rail
2009 2008 2009 2008

m £m £m £m

Employer's share of pension scheme liabilities - at start of year 1,026,5 6520 436.2 404.5
Franchise adjustment (156.8) 21 - -
869.7 654.1 436.2 404.5

Liability mavement for members share of assets {54.5) {123} - -
Service cost 416 315 12.3 133
Interest cost 428 304 26.8 238
Interest on franchise adjustment (9.8) - - -
Actuarial (gain)/loss (89.6) 653 (28.9) 105
Benefits paid (29.6) (26.4) (179) (159
Addition of Gatwick Express - 26.1 - -
Addition of Lendon Midland - 2533 - -
Franchise adjustment movement (57.3) (152.3) - -
7133 8657 4287 4362

Franchise adjustment 2238 156.8 - -
Employer's share of pension scheme liabilities — at end of year 937.1 1,026.5 428.7 4362
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Anolysis of the change in the pension scheme gssets over the financial year

Ral ton-rail

2009 2008 2009 2008

£m £m £m £m

Fair value of assets — at start of year 869.7 6518 3768 3800
Expected retun on assets 42.0 378 294 297
Actuarial loss on assets {1529} (81.5) 49.7) (39.6)
Company contributions 3.1 257 78 160
Employee contributions (including age refated rebates) - - 6.2 6.6
Benefits paid (29.6) (26.4) (17.8) (159)
Addition of Gatwick Express - 25.1 - -
Addition of Londen Midland - 2485 - -
Members share of movement of assets (54.5) {12.3) - -
Fair value of plan assets - at end of year 705.8 869.7 3527 3768

Estimated contributions for future

Rai Non-rail

£m £m

Estimated company contributions in financial year 2010 228 153
Estimated employee contributions in financial year 2010 153 6.5
Estimated total contributions in financial year 2010 38.1 21.8

IAS 19 would require the Group to account for its legal abligation under the formal terms of the RPS and its constructive obligation under
the terms of each franchise agreement. Following industry practice, the Group has concluded that the appropriate accounting policy for the
RPS to ensure that the financial staternents present fairly the Group's financial position, financial performance and cashflows, is to recognise
its constructive but not its lega) RPS defined benefit obligations. In all other respecis the Group's accounting policy is consistent with |AS 9
and the treatment adopted for non-rail defined benefit schemes. In daing so, the Group has applied the provisions of paragraph 17 of IAS |
and departed from the requirements of IAS 19 in order to achieve a fair presentation of the Group's obligations regarding its rail schemes

and prevent gains arising on transfer of the existing RPS deficits to a new franchise owner at exit.

The total surplus or deficit recorded is adjusted by way of a ‘franchise adjustment’, which is that portion of the deficit or surplus projected

to exist at the end of the franchise which the Group will not be required to fund or benefit from.

If the Graup had accounted for the rail schemes in accordance with the full provisions of IAS 19 the following adjustments would have

been made to the financial staternents:

2009 2008
m im
Balance sheet
Defined benefit pension plan (223.8) {156.8)
Deferred tax asset 56.7 368
Intangible asset 21.2 254
{145.9) (94.6)
Statement of recognised income and expense
Actuarial losses 57.3 1523
Tax on actuarial losses (16.0) {12.6}
41.3 1097
Income statement
Operating costs — franchise adjustment (9.8) -
Intangible asset amortisation 4.1 37
Deferred tax charge 1.6 (1.1
{4.1) 26

IAS 19 disclosures

All of the above plans have been accounted for under |AS |9 covering employee benefits.
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Financial Statements
Notes to the consolidated financial statements continued

29. Related porty disclosures and principal subsidiary undertakings
The consalidated financial statements include the financial statements of The Go-Ahead Group ple and the following material subsidiaries:

% equity interest
Narre Country of incorporation 2009 2008
Brighton & Hove Bus and Coach Company Limited United Kingdom 100 100
City of Oxford Motor Services Limited United Kingdem 100 100
Go North East Limited United Kingdom 100 100
l.ondon Central Bus Company Limited United Kingdom 100 100
London General Transport Services Limited United Kingdom 100 100
Dacklands Minibuses Lirnited United Kingdom 100 100
Blue Triangle Buses Limited United Kingdom 100 100
Go Nerthern Limited United Kingdom 100 100
Go Wear Buses Limited United Kingdom 100 100
Metrobus Limited United Kingdom 100 100
New Southern Railway Limited United Kingdom 65 65
London and South Eastern Railway Limited United Kingdom 65 65
Govia Limited United Kingdom 65 65
Abingdon Bus Company Limited United Kingdom 100 100
aviance UK Limited United Kingdom 100 100
Reed Aviation Limited United Kingdom 100 100
Meteor Parking Limited United Kingdom 100 100
PAS Direct Limited United Kingdom 160 100
Nikaro Limited United Kingdom 100 100
Chauffeured Parking Services Limited United Kingdom 100 100
Plane Handling Limited United Kingdom 100 100
Go South Coast Limited United Kingdorn 100 100
Witts & Dorset Bus Company Limited United Kingdom 100 100
Solent Blue Line Limited United Kingdom 100 100
The Seuthern Vectis Cmnibus Company Limited United Kingdom 100 100
Marchwood Motorways (Services) Limited United Kingdom 100 100
Marchwood Motorways (Southampton) Limited United Kingdom 100 100
Hants and Dorset Moter Services Limited United Kingdom 100 100
Tourist Coaches Limited United Kingdom 100 100
Hants & Daorset Trim Limited United Kingdom 100 100
Go-Ahead Leasing Limited United Kingdom 100 100
London and Birmingham Railway Limited United Kingdom 65 65
Go-Ahead Holding Limited United Kingdorm™® 100 100

* Held by The Go-Ahead Group pic. Al ather companies are held through subsidiary undertakings.

Transactions with other related parties
The Group meets certain costs of administering the Group's retirement benefit plans, including the provision of meeting space and office
support functions to the trustees. Costs borme on behalf of the retirement benefit plans amounted to £0.3m (2008: £0.3m),

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

2009 2008

£m im
Salaries 1.0 10
Bonus 0.6 05
Pension contributions 0.1 0.1
Share based payments - - 0.2

1.7 1.8
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Independent auditors’ report to the members of The Go-Ahead Group plc

We have audited the parent company financial statements of
The Go-Ahead Group pic for the year ended 27 fune 2009,
which comprise the parent company balance sheet and related
notes | to 14. The financial reporting framework that has been
applied in their preparation is applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted
Accounting Practice).

This report is made solely to the Company’s members, as a body,
in accordance with Sections 495, 496 and 497 of the Companies
Act 2006, Qur audit work has been undertaken so that we might
state to the Company's members those matters we are required
to state to them in an auditor’s report and for no cther purpase.
To the fullest extent permitted by law, we do not accept or
assumne responsibility to anyone other than the Compariy and
the Company's members as a body, for our audit work, for this
report, or for the opinions we have formed.

Respective responsibilities of Directors and Auditors

As explained more fully in the Director’s Responsibilities
Statement, set out on page 103, the Directors are responsible
for the preparation of the parent company financial statements
and for being satisfied that they give a true and fair view. Our
responsibility is to audit the parent company financial statements
in accardance with applicable law and Intemational Standards on
Auditing (UK and Ireland). Those standards require us to comply
with the Auditing Practices Board's {APB's) Ethical Standards

for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and
disclosures in the financial statements sufficient to give reasonable
assurance that the financial staterments are free from material
misstaterent, whether caused by fraud or error. This inciudes an
assessment of whether the accounting policies are appropriate to
the parent company's circumstances and have been consistenitly
applied and adequately disclosed; the reascnableness of significant
accounting estimates made by the Directors; and the.overall
presentation of the financial statements,

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

* give a true and fair view of the state of the Company's affairs
as at 27 june 2009,

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

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

Opinion on other matters prescribed by the Companies
Act 2006

In our opinion:

» the part of the Director's Remuneration Report to be audited
has been properly prepared in accordance with the Companies
Act 2006; and

» the information given in the Director's Report for the financial
year for which the financial staterents are prepared is
consistent with the parent company financial statements.

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

* adequate accounting records have not been kept by the parent

company, or retums adequate,_for our audit have nct been
received from branches rot visited by us; or

* the parent comparyy financial statements and the part of the
Director's Remuneration Report to be audited are not in
agreement with the accounting records and returns; or

« certain disclosures of Director’s remuneraticn specified by
law are not made; or

* we have not received all the information and explanations
we reguire for our audit.

Other matters
We have reported separately on the Group financial statements
of The Go-Ahead Group plc for the year ended 27 June 2009,

Ensa v Toug LP

s—
Debbie O Hanlon (Senior Statutory Auditor}
For and on behalf of Ernst & Young LLP, Statutory Auditor
Newcastle upon Tyne

2 September 2009

Finandcial Statements
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Parent company balance sheet
as at 27 june 2009

5§

Notes £m
Fixed assets
Tangible assets 2 81.7 74.8
Investments 3 151.9 151.9
Financial assets 3.1 8.7
236.7 2354
Current assets
Debtors: amaunits falling due within one year 4 367.1 1129
Cash on deposit 10.8 138
Financial assets 0.6 139
378.5 340.6
Creditors: amounts falling due within cne year 5 {140.5) (104.3)
Net current assets 238.0 23563
Tota! assets less current liabilities 474.7 471.7
Creditors: amounts falling due after more than one year 5 (8.5) (34)
Net assets 466.2 468.3
Capital and reserves
Share capital 8,9 47 4.7
Share premium 9 67.2 66.6
Revaluation reserve 9 10.3 103
Other reserve 9 8.8 88
Capital redemption reserve 2 07 0.7
Reserve for own shares 9 (68.8) {68.8)
Profit and loss account 9 4413 446.0
Equity shareholders’ funds 466.2 4683
Nick Swift,
Group Fimance Director
2 September 2009
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Directors’ responsibilities in relation to the parent company financial statements

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

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

* select suitable accounting policies and then apply them consistently,

* make judgements and accaunting estimates that are reasonable
and prudent;

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

« prepare the financial statements on the going concern basis
unless it is inappropriate to presume that the Cornpany will
continue in business,

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

The Directors are responsible for the maintenance and integrity
of the corporate and financial information included on the
Company’s website. Legistation in the United Kingdom goveming
the preparation and dissemination of financial statements may
differ from legislation in other jurisdictions.
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Notes to the parent company financial statements

I. Parent company accounting policies

Basis of preparation

The separate financial staterments of the Company are presented
as required by the Companies Act 2006 and were approved

for issue on 2 September 2009, They have been prepared in
accordance with applicable United Kingdom Generally Accepted
Accounting Practice.

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

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

Tangible fixed assets

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

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

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

Short leasehold land and buildings The life of the lease

Freehold buildings and

long leasehotd land and buildings Over 10 to 100 years

Plant and equipment Over 3to |5 years

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

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

The Company is @ member of The Go-Ahead Group Pension
Plan operated by The Go-Ahead Group plc for the majority of
its employees. This defined benefit scheme is a multi-employer
scheme for which individual employer shares of the underlying
assets and liabilities cannat be identified and accordingly the
Company accounts for them as defined contribution schemes.

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

Share based payments

The Company has taken advantage of the transitional provision
of FRS 20 and has applied FRS20 only to those options granted
after 7 Navember 2002. The cost of options granted to
ernployees is measured by reference to the fair value at the date
at which they are granted, determined by an external valuation
using an appropriate pricing model, In valuing equity-settled
options, no account is taken of any performance conditions,
other than conditions linked to the price of the shares of The
Go-Ahead Group ple {'market conditions), and te earnings per
share criteria,

The cost of options is recognised in the profit and loss account
over the period from grant to vesting date, being the date on
which the relevant employees become fully entitled to the award,
with a corresponding increase in equity. The cumulative expense
recognised, at each reporting date, reflects the extent to which
the period to vesting has expired and the Directors’ best
estimate of the number of options that wilt ultimately vest or, in
the case of an instrument subject to a market condition, be
treated as vesting as described above.

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




Deferred tax

The charge for taxation is based on the profit for the year

and takes into account taxation deferred because of timing
differences between the treatment of certain items for taxation
and accounting purposes.

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

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

* gains on sale of assets where those gains have been roiled over
into replacement assets;

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

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

Uninsured liabilities

The Company limits its exposure to the cost of motor, employer
and public liability claims through insurance policies issued by
third parties. These provide individual claim cover, subject to high
excess limits and an anrmual aggregate stop loss for total claims
within the excess limits. An accrual is made within current
liabilities for the estimated cost to the Company 1o settle claims
for incidents occurming prior to the batance sheet date, subject to
the overall stop loss. On the basis that the Company does not
have an unconditional right to defer settlement for at least twelve
moniths after the balance sheet date, these uninsured liabilities
are classified as current.

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

Treasury shares

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

Finandial assets

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

The Company uses energy derivatives to hedge its risks
associated with fuel price fluctuations. Such derivatives are initially
recognised. at fair value by reference 1o market values for similar
instruments, and subsequently remeasured at fair value at each
balance sheet date.

Changes in the fair value of financial instruments that are
designated and effective as hedges of future cashflows are
recognised in equity and the ineffective portion is recognised
immediately in the profit and loss account. When the cashfiow
hedge resufts in the recognition of a non-financial asset or a
liability, then at the time that asset or liability is recognised. the
associated gains or losses on the derivative that had previousfy
been recognised in equity are included in the initial measurement
af that non-financial asset or fiability. For hedges that do nct
result in the recognition of an asset or a liability, amounts
deferred in equity are recognised in the profit and loss account
in the period which the hedged item affects net profit or loss.

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

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

Leasing commitments

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

Debt -

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

Finandal Statements
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Finandal suatements .
Notes to the parent company financial statements continued

2. Tangible fixed assets

Freehold land Leasehold Plant and
and buitdings properties equipment Tatal
£m £m £m im
Cost or valuation;
At 28 June 2008 744 52 39 835
Additions 1.0 08 659 87
Disposals ©.2) - - {0.2)
At 27 June 2009 75.2 6.0 10.8 92.0
Depreciation:
At 28 |une 2008 6.5 0.8 1.4 87
Charge for the year 0.5 0.2 09 1.6
Ax 27 June 2009 7.0 1.0 23 10.3
Net book value:
At 27 june 2009 68.2 5.0 8.5 81.7
At 28 June 2008 679 4.4 25 748
Freehold land and buildings include non-depreciable land amounting to £27.9m {2008: £27.9m).
The net book value of leaseheld properties comprises.
003 2008
£m m
Leases with 50 or more years unexpired 1.3 1.4
3. Fixed asset investments
Sharesin
Grop
<ompanies
£m
Cost or valuation:
At 28 June 2008 & 27 June 2005 151.9
Provisions:
At 28 June 2008 & 27 June 2009 -
Net carrying amount:
At 28 June 2008 & 27 June 2009 151.9

For details of the principal operating subsidiary undertakings as at 27 June 2009, refer to note 29 of The Group financial statermnents. As
permitted under Section 410 (1} and (2) of the Companies Act 2006, the information is given only for the undertakings whose results or
financial position, in the opinion of the Directors, principally affect the figures shown in the financial statements.
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4. Debtors

Amounts falling due within one year

2009 2008
£m £m
Amounts owed by Group companies 351.3 309.4
Corpaoration tax 39 22
Other debtors 11.9 1.3
367. 3129
5. Creditors
Amounts falling due within one year
2009 2008
£m £m
Bank Icans and overdrafts 42 58
Amounts owed to Group undertakings 103.7 793
Other creditors 86 4.2
Accruals and deferred income - 22
Uninsured claim accrual 72 7.1
Deferred taxation (note &) 0.4 57
Other financial lizbilities 6.4 —
140.5 104.3
Amounts falling due after more than one year
2009 2008
£m £m
Bank loans repayable:
In more than one year but not more than two years - 34
In more than two years but not more than five years - -
Other financial liabilities 8.5 -
8.5 34
The Company has no security over its liabilities,
6. Deferred taxation |
Deferred tax
£m
At 28 June 2008 (5.7
Provided during the year (1.0)
Provided directly to equity 6.3
At 27 June 2009 (0.4)
Deferred taxation provided at the enacted rate is as follows:
2009 2008
£m £m
Capital allowances in advance of depreciation {0.5) 04
Other timing differences 0.1 (6.1)
{0.4) (5.7)
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Notes to the parent company financial statements continued

7. Pension commitments

Defined contribution:

The Company participates in the defined contribution scheme of The Go-Ahead Group Pension Ptan. This scheme is not comtracted-out
of the State Second Pension Scheme and is open to new entrants, The expense recognised in these accounts for the year is £0.1m
{2008: £0.1m) being the contributions paid and payable.

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

The most recent actuarial valuation of the scheme was at 5 April 2006 and was updated by Watson Wyatt LLP to take account of the

requirements of FRS 17 in order to assess the liabilities of the scherme at 27 june 2009 and 28 June 2008. The contributions paid to the
scheme are paid in line with the schedu’e of contributions, being 13.3% and [1.2% of pensionable salaries pzid to upper and lower tier

sections respectively.

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

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

The main assumptions are:
2009 2008

x %
Rate of increase in salaries 4.4 53
Rate of increase in deferred pensions 34 38
Discount rate 63 62
Inflation assumption 34 38

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

Long term rate

Long tarm rate of 2009 of retum 008

FETUFD gected Yalue expected Vakue

% £m % &m

Equities 85 1388 8.4 1482

Bonds 6.2 1504 67 1557

Properties 6.7 176 6.8 220

Cash 4.4 5.3 53 &0

Total market value of assets 312l 3319

Present value of scheme liabilities (368.4) (376.3)

Pensicn liability before deferred tax (56.3) (44.4)

Related deferred tax asset 15.8 124

Net pension liability (40.5) (32.0)
Analysis of movements in deficit during the year;

2009 2008

€m m

At start of year (44.4) (14.5)

Current service cost (5.3) 57

Net other finance income 2.7 57

Actuarial gains and losses (15.5) (#42)

Contributions 6.2 14.3

At end of year {56.3) (44.4)
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An analysis of the defined benefit cost for the year ended 27 June 2009 is as follows:

2009 2008
m £m
Current service cost (5.3 {5.7)
Total operating charge (5.3) {57}
2009 2008
£m £m
Other finance income: expected retum on assets in the scheme 25.9 26,1
Other finance cost: interest cost (23.2) (20.4)
Net other finance income 27 5.7
2009 008
im £m
STRGL: difference between expected and actual retum on assets (42.2) (333
STRGL: experience losses arising from scheme liabilities 5.0 {5.8)
STRGL: effect of changes in assumptions underlying the present value of scheme liabilities 21.7 (5.1}
Actuarial gains and losses {15.5) (44.2)
A history of experience gains and losses is shown below:
2009 2008 2007 2006 2005
Difference between expected return and actual retum on
pension scheme assets
— amount {£m) {42.2) (333) 239 L2712 1.2
— % af schene assets : (i3.5) (10.0) 7.2 9.4 4.6
Experience gains/(losses) adsing on scheme liabilities
— amount {£m) 50 (5.8) 250 3.1 09
— % of the present value of scheme liabilities 1.4 (1.6) 72 (09) 03
Total actuarial gains/{losses) recognised in the staternent of
total recognised gains and losses
- amount {£m} {15.5) (44.2) 357 14.1 (39.2)
— % of the present value of scheme liabilities (42) (11.7) 16.1 39 (16.2)
8. Called up share capital
Auhorised
2009 2008
£m £m
62.5 million |0p ordinary shares 6.3 63
Alitted, caled up and fully paid
2009 2008
Millions €m Milfions £m
As at 28 June 2008 416.8 4.7 509 5.1
Issued on exercise of share options 0.1 - 05 Q.1
Cancelled shares - (4.6} {0.5)
As at 27 June 2009 46.9 47 468 47

The Company has one class of ordinary shares which cary no right to fixed income,
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Notes to the parent company financial statements continued

9. Share capital and reserves

Capital Raserve Profit Toul

Share Revahuation Orher redemprion for own and loss capital &

capital  Share premium reserve reserve reserve shares. reserve resenves

£m £m £m £m &n £m im

At 30 june 2007 5.1 60.3 0.3 88 0.2 (80.6) 239.1 2432
Retained profit for the year - - - - - - 3211 3211

Dividends - - - - - - 314 {3t.4)
Other recognised gaing - - - - - - 163 163

Acquisition of own shares - - - - - (67.3) - {87.3)
Share cancellation (05) - - - G5 101.1 (104.1) -
Reserve transfer - - - - (20 20 -
Arising on shares fssued for share 0.1 63 - - - - - 64

options

At 28 June 2008 47 66.6 10.3 8.8 0.7 (68.8) 4460 468.3
Retained profit for the year - - - - - - 589 58.9

Dividends - - - - - - (34.8) (34.8)

Other recognised losses - - - - - ~ (26.6) {26.6)

Acquisition of own shares - - - - - ©2) - {0.2)
Reserve transfer - - - - - 0.2 0.2} -
Arising on shares issued for - 06 - - - - - 04

share options

At 27 June 2009 47 67.2 10.3 8.8 0.7 {(68.8) 4433 466.2

The cumulative amount of goodwill written off to the profit and loss reserve of the Comparny at 27 June 2009 is £0.2m (2008; £0.2m).

The reserve for own shares is in respect of 3,954,897 ordinary shares (8.4% of tatal share capital), of which 52,667 are held for Directors’
bonus plans. The remaining shares were purchased in order to enhance shareholders’ returns and are being held as treasury shares for

re-issue in appropriate circumstances.

The information required by Schedule 8 of the Large and Medium-sized Companies and Groups {(Accounts and Reports) Regulations 2008

is provided in the Directors’ Report.
The audit fee payable in respect of the Company was £0.2m (2008: £0.1m).

10. Operating lease commitments

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

Property

2009 2008

£m £m

Within one year - [¢1:3
In second to fifth years 2.1 1.2
Over five years - _
2.1 1.8
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{ 1. Capital commitments
At 27 June 2009 £3.2m was contracted but not provided in the financial statements for the development of a Go-Ahead London property
(2008: £nil).

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

The Company has issued guarantees dated 30 March 2006 to participating subsidiaries of The Go-Ahead Group Pension Plan, Southern
Vectis Group Pension Plan, and Wilts & Dorset Pension Scheme in respect of scheme liabilities arising. Total liabilities in respect of these
guaranteed schermes were £54.7m as at 27 June 2009 (2008: £42.7m).

At 27 June 2009 letters of credit amounting to £35.0m (2007: £35.0m) were provided by a Company banker, guaranteed by the Company.,
in favour of one of the Group's insurers, to cover liabilities of the Company and it's subsidiaries.

13. Share based payments

Sharesave Scheme
Full disclosures of the Group's sharesave scheme, SIP and LTIP are given in note 6 to the Group financial statements.

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

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

GOMA LSER London Midand Tharmesiink Southern

2009 2008 2009 2008 2009 2008 2009 2008 2009 2008

Dividends paid by related party 229 308 - - - - - - - -
Interest paid to related party 1.4 3 - - - - - - - _
Loans to related party (41.0) (60 - - - - - - - -
Repayment of loan from related party 670 40.5 - - - - - - - -
Mznagement charges - 02 0.7 02 07 - - - 0.6 0.2
Amounts owed from related party 56.5 477 - - - - - - - -
Amounts owed to related party - - 46.1 237 0.8 0.4 45 4.6 27.7 27.1

During the year Southem, Southeastern and London Midland have traded with wholly owned subsidiaries of the Company; £5.6m
{2008: £8.7m) of costs were incurred by Southern, Southeastern and London Midland on an arm's length basis. The London Midland
franchise commenced on ! | November 2007,
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Shareholder information

Managing your
shares

The Compary's registrar, Equiniti, is
responsible for maintaining the Company's
register of members. Shareholders with
queries relating to their shareholding
should contact Equiniti directly using the
details on this page.

Sharehclders can sign up fora
Shareview portfolio which enables
you to view information regarding
your holding, change your address
and bank detalls online, and even sell
or purchase shares in the Company.
Go to wwwishareview.couk and click
on 'Register’ in the top left comer:
When completing your details you
will need your shareholder reference
number which is the eleven digit
nurnber found on your latest tax
voucher or share certificate, (Please
note that your share certificate may
state an eight digit shareholder
reference number which is now invalid).

Corporate website:
www.go-ahead.com

Earlier this year we launched ocur new
corporate website which provides a
wealth of information on the Company
and its activities, Information available
on the site includes half year resufts and
interim management statements, which
are not sent to shareholders, as well as
share price data, dividend information
and the financial calendar:You can
register to receive email alerts when
new items are added to the website.

Electronic
communications

As far as possible, Go-Ahead provides
shareholder documents via the
Company's website www.go-ahead.com,
Receiving the Company’s communications
electronically offers advantages in terms
of speed and convenience; it is a secure
method of delivering shareholder
documentation and zllows the Company
to communicate with its shareholders

in a rore environmentally and cost
effective way.
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If you have not done so already, anc
now wish to register to receive future
shareholder communications
electronically, please sign up via
Shareview (details under 'Managing
your shares’ above). The default option
during this online registration is that
your preferred methed of delivery of
Company communications is electronic,

Dividend payments

Dividends are paid in April and
November each year.We recommend
that all shareholders have their dividends
paid directly into their bank or building
saciety account. This is more secure than
receiving your dividend by cheque which
could be slow to arrive or get lost in the
post.The dividend is paid into your
account on the payment date which
means you go not have to wait fora
chegue to clear before the funds are
available.We will send you a tax voucher
following each dividend payment.To
select this method of dividend payment,
please contact Equiniti,

Duplicate
documents

™Many of our shareholders have more
than one account on the share register,
which means they receive duplicate
documentation and split dividend
payments. To request that your accounts
be combined, please contact Equiniti.

Shareholder security

Shareholders are advised to be
excremely cautious of any unsolicited
advice, offers to buy shares at a
discount, or offers of free reports about
the Company. The Company does not
endorse any specific share dealing
facilities and will not pass on
shareholder information to any third
party, however, the Company’s register
is, by law, open to public inspection.
Any requests for access to the register
are subject to proper purpose’
requirements to ensure that the
information is not used unlawfully.

Corporate
information

www.go-ahead.com
admin@go-ahead.com

Secretary and Registered Office
Carolyn Sephten

The Go-Ahead Group plc

3rd Floor, 41-5] Grey Street
Newcastle upon Tyne, NEI 6EE
Tel: 0191 232 3123

Heod Office

The Go-Ahead Group plc
6th Floor, | Warwick Row
London, SWIE 5ER

Tel: 020 7821 3939

Registrar

Equiniti Ltd

Aspect House, Spencer Road
Lancing

West Sussex, BN99 6DA

Tel: 0871 384 2193+

Auditors

Ernst & Young LLP

Citygate

St James' Boulevard

Newcastle upon Tyne, NEI 4)D

Joint Corporate Broker
Investec Bank plc

2 Gresham Street
London, EC2V 70QP

Joint Corporate Broker
RBS Hoare Govett Ltd
250 Bishopsgate
London, EC2iM 4AA

Corporate Solicitors

Dickinson Dees LLP

St Ann's Wharf

|12 Quayside

Newcastle upon Tyne, NES% 158

Principal Banker

The Royal Bank of Scotland plc
135 Bishopsgate

London, EC2M 3UR

Financial PR Advisors
Citigate Dewe Rogerson
3 London Wall Buildings
London Wall

London, EC2M 55Y

* Calls 10 this nwmber are charged at Bp per rinute freem 2 BT landline; other telephony provder costs may vary.




Shareholder information

Shareholder profile by size of holding as at 27 june 2009

Na of holdings % Shares held %
1 - 10,000 3571 937 1992499 43
“10.001 ~ 100,000 186 49 6771231 144
500,001 — 1,000, 000 g
Over 1,000,001 10 0319977026 426
2 eeeseesee e S T e

Shareholder profile by category as at 27 fune 2009

Na. of holdings % Shares freld %
Treasury shares { 3,902,230 ,

7
Other individucls 3250 . 5054,30/
fnsmunonal mvestors ) 573 37 888 499 808
Total 3831 46892279 100.0

It should be noted that many private investors hold their shares through nominee companies, therefore the
percentage of shares held by private holders is higher than that shown.

Financial calendar

Annual General Meeting 2pm, 29 October 2009
Final gividend record date 6 November 2009
Final dividend payment date 20 Navember 2009
Half year end 2 January 2010
Half year results announcement February 2010
Half year dividend April 2010
Next financial year end 3 Juby 20 10
Full year “results announcement September 2000

Certain statements included in this Annual Report contain forward-ooking information concerning the Group's
strategy. operations, financial performance or condition, outlook, growth opporturities or circumstances in the sectors
or markets in which the Group operates, By their nature, forward-looling statements invohve uncertainty because they
dapend of future circumstances, and relate to events, not all of which are within the Company's control or can be
produced by the Company. Although the Company belienes that the expectations reflected in such forward-ocking
statements are reasonable, no assurance can be given that such expectations will prove 1o have besn correct Actual
results could differ materially from those set out in the forward-looking statements, Nothing in this Annual Report
should be construed as a profit forecast and no part of these results constitutes, or shall be taken to constitute,

an invitation or inducement 1o invest in The Go-Ahead Greup ple or any other entity, and must not be refied

upon in anyway in connection with any investment decision, Except as required by law, the Company undertakes

no obligation to update any forward-ocking statement.
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view this report online visit
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Registered Office
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Telephone 0191 232 3123
Facsimile 0191 221 0315
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Telephone 0207 821 3939
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