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Metroline Limited

Strategic report
The Drrectors, in preparing this Strategic report, have complied with s414C of the Compames Act 2006

This Strategic report has been prepared for the Group as a whole and therefore gives greater emphasis to those
matters which are sigmficant to the Group and its subsidiary undertakings when viewed as a whole

Activities

The Group’s principal activity during the year contiued to be the provision of road passenger transport services,
prmcipally m London through operating tendered Transport for London (“TfL”) routes

Fmancial results and future prospects

As shown n the Group’s consohidated mcome statement on page 9, the Group’s revenue has increased mn the year
by £8 1m (2 2%, the resuit of new route contracts m London that commenced operation 1n the year Profit after tax
mcreased by £2 8m (10 5%) due to growmg the base of contracts whilst mamtammg cost control over operating
costs

The Group's statement of financial position on page 11 and page 12 shows the Group’s net asset position at £161m
at the end of the year

The average staff numbers mcreased by 0 9% over the year, averaging 5,480 m 2015 (2014 5,429) although
ending the year higher at 5,524

During 2015 the Group transitioned to International Fmancial Reporting Standard (IFFRS) An explanation of
recognition and measurement differences anismg on the adoption of IFRS 15 given 1 the note 25 to the financial
statements

The results of the Group for the year ended 31 December 2015 show a pre-tax profit of £36,721,000 (2014
£33,406,000) and revenue of £380,009,000 (2014 £371,898,000) The Group has net assets of £161,245,000
(2014 £128,033,000)

Future outlook

The Group ntends to continue the provision of passenger transport services Expansion may be achieved through
tendermng for Transport for London (“TfL”} contracts, as they become available, and launching new commercial
services and journeys in the unregulated market

: |
Principal risks and uncertainties ,
|

I

Competitive pressure m the regulated London market 1s a continuing risk for the Group, which could result m 1t
losing routes to 1its key competitors The Group manages this risk by constantly striving to improve the quality of its
services, extending route contracts for a further two years, where permussible by TfL and acceptable financial
returns can be achieved, and by having a spread of route contracts with varying expiry dates

Financial risk management

The Group's principal financial assets are bank balances and trade recervables The Group's credit rnisk 1s primarily
attributable to its trade recervables The Group has a small number of trade receivables and as such has a hugh
concentration of credit nisk with these customers However, the Directors feel that the credit risk of the trade
recervables 15 low because the main receivables are Umted Kingdom government bodies The credit risk on hqud
funds 15 limsted because the counterparties are banks with high credit ratings assigned by international credit-rating
agencies Detatls of complex financial mstruments can be found mn note 20 of the financial statements




-

~

Metroline Limited

Strategic report (continued)

Going concern

The Directors have a reasonable expectation that the Company and Group have adequate resources to continue 1n
operational existence for the foreseeable future Thus they contmue to adopt the going concern basis mn prepanng
the financial statements

Further details regarding the adoption of the going concern basis can be found n the accounting policy note 2

Approval
This report was approved by the Board of Directors on 8 March 2016 and signed on 1ts behalf by

g‘\ arch 2016



Metroline Limited

Directors’ report

The Directors present therr annual report and the audited financial statements for the year ended 3i December
2015

Environment

Metrohne Limited recogmses the importance of its environmental responsibilities, monitors 1ts impact on the
environment, and designs and umplements policies to reduce any damage that might be caused by the Group's
activities

Directors

Details of the current directors are given on page |

Quahfymng third party indemnity insurance was provided to the Directors and Officers of Metroline Limited for the
entire period covered by these financial statements by the Company’s ultimate parent company (see Note 22) This
cover has contimued to the date of approval of these financial statements

Disabled employees

The Group's policy 1n respect of disabled persons 1s that thewr applications for employment are always fully and -
fairly considered, bearing in mind the abilities of the applicant concerned In the event of a member of staff :
becoming disabled, every effort 1s made to ensure that employment with the company continues and where
necessary appropriate trainung 1s arranged It 1s the Group's policy that traiming, career development and promotion
of disabled persons should, as far as possible, be 1dentical to that of all other employees mn sumzlar gradings

Employee consultation

The Directors and Managers of the Group compamies place considerable value on the consultative meetings with
employees Information on matters affecting employees and on various factors affecting the performance of the
company 15 dissermnated through meetings, newsletters and traming programmes Employees' representatives are
consulted regularly on a wide range of matters affecting employees' current and future mterests

Auditor

Deloitte LLP have expressed their willingness to continue 1n office as auditor and a resolution to reappomt them
will be proposed at the forthcoming Annual General Meeting

In the case of each of the persons who are Directors of the company at the date when this report was approved

» 50 far as each of the Directors 1s aware, there 15 no relevant audit mformation (as defined in the
Compames Act 2006) of which the company's aud:tor 1s unaware, and

» each of the Directors has taken all the steps that he/she ought to have taken as a Director to make
hunselfherself aware of any relevant audit information (as defined) and to establish that the company's
auditor 1s aware of that information

This imnformation 1s given and should be mterpreted in accordance with the provisions of s 418(2) of the
Companzes Act 2006

Approved by the Board of Directors
and signed on behalf of the Board

Diregtor

1745 N L/Iarch 2016




Metroline Limited

Directors' responsibilities statement

The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applhicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the |
directors have elected to prepare the group financial statements in accordance with International Financial

Reporting Standards (IFRSs) as adopted by the European Union and the Company financial statements m

accordance with Financial Reporting Standard 101 'Reduced Disclosure Framework' (FRS101) Under company

law the directors must not approve the financial statements unless they are satisfied that they give a true and far

view of the state of affairs of the Company and of the profit or loss of the Company for that year

In preparing the Company financial statements, the directors are reguired to

e  select suitable accounting policies and then apply them consistently,

s  make judgments and accounting estimates that are reasonable and prudent,

s  state whether FRS 10! has been followed, subject to any material departures disclosed and explained in
the financial statements, and

s  prepare the financial statements on the gomg concern basis

In preparing the Group financial statements, International Accounting Standard 1 requires that directors

s  properly select and apply accounting policies,
present information, including accounting policies, in a manner that provides relevant, reliable,
comparable and understandable information,

s  provide additional disclosures when compliance with the specific requirements in IFRSs are msufficient to
enable users to understand the impact of particular transactions, other events and conditions on the entity's
financial position and financial performance, and

« make an assessment of the Company's ability to continue as a going concern

The directors are responsible for keeping adequate accounting records that are sufficient to show and explam the
Company's transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financial statements comply with the Companies Act 2006 They are also
responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention
and detection of fraud and other uregulanties

The directors are responstble for the mamtenance and mtegrity of the corporate and financial information
included on the Company’s website Legislation m the Umted Kingdom governing the preparation and
dissernation of financial statements may differ from legislation in other junisdictions




Independent auditor’s report to the members of Metroline Limited

We have audited the financial statements of Metroline Limited for the year ended 31 December 2015 which
comprise the consolidated income statement, the consohdated statement of comprehensive income, the
consolidated statement of financial position, the consolidated statement of changes 1n equity, the consolidated
statement of cash flows, the company statement of financial position, the company statement of changes m equity
and the related notes 1 to 25 The financial reporting framework that has been applied 1n the preparation of the
group financial statements 15 applicable law and International Financial Reporting Standards (IFRSs) as adopted by
the European Union  The financial reporting framework that has been applied 1n the preparation of the Company
financial statements 1s apphicable law and United Kingdom Accounting Standards (Umted Kmgdom Generally
Accepted Accounting Practice), including FRS 101 “Reduced Disclosure Framework™

This report 1s made solely to the Company’s members, as a body, i accordance with Chapter 3 of Part 16 of the
Companies Act 2006 OQur audit work has been undertaken so that we might state to the Company’s members those
matters we are requured to state to them 1n an auditor’s report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Company and the Company’s
members as a bedy, for our audit work, for this report, or for the opimions we have formed

Respective responsibilities of directors and auditor

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

Scope of the audit of the financial statements

An audit involves obtaming evidence about the amounts and disclosures 1n the financial statements sufficient to
give reasonable assurance that the financial statements are free from material misstatement, whether caused by
fraud or error This includes an assessment of whether the accounting policies are appropriate to the Group’s and
the Company’s circumstances and have been consistently applied and adequately disclosed, the reasonableness of
significant accountmg estimates made by the directors, and the overall presentation of the financial statements In
addition, we read all the financial and non-financial information in the annual report to 1dentify material
inconsistencies with the audited financial statements and to 1dentify any mformation that 1s apparently materially
mcorrect based on, or matenally inconsistent with, the knowledge acquired by us i the course of performing the
audit If we become aware of any apparent material misstatements or inconsistencies we consider the unplications
for our report

Opinion on financial statements

In our opimion

. the financial statements give a true and fair view of the state of the Group’s and of the Company’s affairs
as at 31 December 2015 and of the Group’s profit for the year then ended,

. the Group financial statements have been properly prepared in accordance with IFRSs as adopted by the
European Union,

. the Company financial statements have been properly prepared n accordance with Umted Kingdom
Generally Accepted Accounting Practice, includmg FRS 101 “Reduced Disclosure Framework™, and

. the financial statements have been prepared m accordance with the requirements of the Companies Act
2006

Opinion on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken 1n the course of the audit

¢ the information given m the Strategic Report and the Directors’ Report for the financial year for which the
financial statements are prepared 1s consistent with the financial statements, and

e the Strategic Report and the Directors’ Report have been prepared mn accordance with applicable legal
requirements

In the hight of the knowledge and understanding of the Company and 1its environment obtained n the course of the
audit, we have not 1dentified any matenal misstatements 1n the Strategic Report and the Directors’ Report




Independent auditor’s report to the members of Metroline Limited
(continued)
Matters on which we are required to report by exception

We have nothing to report 1 respect of the following matters where the Comparues Act 2006 requires us to report
to you 1f, 1n our opinton

. adequate accountmg records have not been kept by the Company, or returns adequate for our audit have
not been received from branches not visited by us, or

. the Company financial statements are not 1n agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or

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

\

Sukhbinder Kooner (Sentor Statutory Auditor)
for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London, United Kingdom

MOl 206



Metroline Limited

Consolidated income statement
Year ended 31 December 2015

Note 2015 2014
£000 £'000
Continuing operations
Revenue 3 380,009 371,898
Cost of sales (314,785) (311,120)
Gross profit 65,224 60,778
Admmstrative expenses (27,638) (26,053)
Operating profit 5 37,586 34,725
Finance income 6 83 65
Finance costs 7 (948) (1,384)
Profit before taxation 36,721 33,406
Income tax expense 8 (7,161) (6,663)
Profit for the year 29,560 26,743
Attributable to :
Shareholders of the Company 29,560 26,743




Metroline Limited

Consolidated statement of comprehensive income
Year ended 31 December 2015

Note
Profit for the year
Items that will not be reclassified subsequently fo profit or
loss
Actuarial adjustment on defined benefit pension schemes 21

Deferred tax charge on actuanal adjustment

Ttems that may be reclassified subsequently to profit or loss-
Fair value adjustment on cash flow hedges

Deferred tax (charge)/credit on fair value adjustment on cash
flow hedges

Other comprehensive income/(loss) for the year

Total comprehensive income for the year

Attributable to-
Shareholders of the Company

2015 2014
£000 £'000
29,560 26,743
2,215 (987)
(658) (69)
1,557 (1,056)
2,619 (3,192)
(524) 638
2,095 (2,554)
3,652 (3,610)
33212 23,133
33,212 23,133




Metroline Limited

Consolidated statement of financial position
As at 31 December 20135

Note
Assets
Non-current assets
Goodwll 9
Property, plant and equipment 10
Deferred tax assets 17
Trade and other recervables 13
Total non-current assets
Current assets
Inventories 12
Trade and other receivables 13

Cash and cash equivalents
Total current assets

Total assets

Asatl

2015 2014 January 2014
£'000 £'000 £'000
49,280 49,280 49,280
158,027 145,240 143,941
1,047 1,705 1,774

- 2 86
208,354 196,227 195,081
2,721 2,695 2,724
34,455 28,003 76,135
25,173 10,836 10,017
62,349 41,534 88,876
270,703 237,761 283,957

10
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Metroline Limited

Consolidated statement of financial position
As at 31 December 2015

Liabilities and equity Note

Current habilities

Trade and other payables 15
Borrowings 14
Deferred revenue

Income tax payable

Provision for accident claims

Total current hiabilities

Non-current habilities

Borrowings 14
Deferred tax habilities 17
Retrement benefit obhigation 21

Total non-current hiabilities

Total Labilities

Equity

Issued share capital 18
Share premium account

Capital redemption reserve

Revaluation reserve

Retamed earmings

Retirement benefit reserve

Cash flow hedging reserve

Equuty attributable to shareholders of the Company
Total equity

Total habilities and equity

Asatl
2015 2014 January 2014
£'000 £'000 £000
41,037 41,752 58,236
9,502 9,213 67,870
16,097 11,025 10,211
3,669 3,363 3,165
11,069 11,059 10,768
81,374 76,412 150,250
16,168 18,252 29,766
6,681 6,538 7,443
5,235 8,526 8,448
28,084 33,316 45,657
109,458 109,728 195,907
61,002 61,002 21,002
24,272 24,272 24,2772
100 100 100
905 905 905
91,326 61,766 58,173
(15,627) (17,184) (16,128)
(733) (2,828) (274)
161,245 128,033 88,050
161,245 128,033 88,050
270,703 237,761 283,957

The financial statements of Metroline Limited, registered number 2826284, were approved by the Board of Directors

on 8 March 2016
Signed on behalf of the Board of Directors

Jag mngh

Direcgor

11
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Metroline Limited

Company statement of financial position
As at 31 December 2015

Company

Assets

Non-current assets

Property, plant and equipment
Investments

Deferred tax assets

Trade and other receivables

Total non-current assets
Current assets

Trade and other receivables
Cash and cash equivalents
Total current assets

Total assets

Liabilities and equity
Current habilities

Trade and other payables

‘Total habilities

Equity

Issued share capital

Share premium account
Capital redemption reserve
Retained earnings

Cash flow hedging reserve

Total equty

Total Liabilities and equity

Note

10
11
17
i3

13

15

18

2015 2014
£'000 £'000
101,401 101,401
2 710
- 2
101,403 102,113
5,429 35
105 -
5,534 35
106,937 102,148
5,565 3,606
5,565 3,606
61,002 61,002
24,272 24,272
100 100
15,998 15,996
- (2,828)
101,372 98,542
106,937 102,148

No profit and loss account 1s presented for Metroline Limited as permutted by section 408 of the Compames Act 2006
The profit for the Company was £2,000 (2014 £10,506,000)

The financial staternents of Metroline Limited, registered number 2826284, were approved by the Board of Directors

on 8 March 2016

Signed on behalf of the Board of Directors

|
Ishai Novick
Secretary

13
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Metroline Limited

Consolidated statement of cash flows
Year ended 31 December 2015

Operating activities
Profit before taxation
Adjustments for
Depreciation and amortisation
Interest ticome
Finance costs
Reversal of provision for impairment of property, plant and
equipment
Loss on disposal of property, plant and equipment
Foreign exchange loss on currency translanion

Operating cash flows before movements in working capital

Working capital adjustments
Inventones
Trade receivables
Other recervables and prepayments
Trade and other payables
Other habilities
Changes 1n working capital — Group undertakings

Cash generated from operations
Income tax paid

Net cash from operating activities

Investing activities
Purchase of property, plant and equipment
Less Vehicles & equipment purchased under hire purchase
arrangements

Proceeds from disposal of property, plant and equipment

Cash payments on purchase of property, plant and equipment
Interest received

Net cash used in mvesting activities

Financing activities
New loans raised
Repayment of borrowings
Payment of finance lease liabilities
Interest paid
Interest element of finance lease payment
Share 1ssue

Net cash flows used in financing activities

Net mcrease 1n cash and cash equivalents
Cash and cash equivalents at begmning of year

Cash and cash equivalents at end of year

Note

2015 2014
£'000 £'000
36,721 33,406
19,337 17,534
(83) (65)
948 1,384
(288) (304)
244 39
8 -
56,387 51,994
(26) 29
(262) 6,962
(5.552) 6.212)
(444) 2,055
3,334 (458)
1,893 3,067
55,830 57,437
(6,978) (6,723)
48,852 50,714
(32,312) (18,923)
9,095 -
175 161
(23,042) (18,762)
83 65
(22,959) (18,697)
- 31,000
- (90,801)
(10,890) (10,370)
(153) @17
(513) (610)
. 40,000
(11,556) (31,198)
14,337 819
10,836 10,017
25,173 10,836

15




Metroline Limited

Notes to the financial statements (continued)
Year ended 31 December 2015

General information

Metroline Limited (Regtstration no 2826284) 15 incorporated 1n the Umted Kingdom with registered office at
ComfortDelGro House, 329 Edgware Road, Cricklewood, London NW2 6JP Metroline Limited 1s subsidiary
of Braddell Limited, an investment holding company for its parent company ComfortDelGro Corporation
Limited i Sigapore Information on its ultumate parent 15 presented in note 23

The operating companies provide road passenger transport services, principally London through operating
tendered Transport for London (“TfL”) routes

The consolidated financial statements of the Group for the year ended 31 December 2015 (including
comparatives) and the statement of financial position and statement of changes i equity for the Company were
approved and authorised for issue by the board of directors on 8 March 2016

Summary of significant accounting poheies
Going concern

The Group’s business activities, together with the factors likely to affect 1ts future development, performance
and position are set out 1 the Strategic report on page 2 The financial position of the Group, its cash flows,
liquidity position and borrowing facilities are also described i further detail n the notes to the financial
statements The directors are satisfied with the results and believe that the Group 1s well placed to manage 1ts
buswness nsks successfully

In particular, although the Group 15 exposed to wider macroeconomic events, the directors have given due
consideration to the fact that the Group benefits from strong, predictable cash flows from the long-term
contracts with government bodtes which provide a substantial majority of its revenues The Group’s forecasts
and projections, taking account of reasonably possible changes 1n trading performance, show that the Group
should be able to continue to operate within the level of the resources available to 1t

The directors believe that the Group has adequate resources to continue 1n operational existence for the
foreseeable future Thus they continue to adopt the gomg concern basis of accounting m preparing the annual
financial statements

Basis of preparation and adoption of IFRS for the Group financial statements

The consolidated financial statements of the Group have been prepared m accordance with International
Fizancial Reporting Standards (IFRS) as 1ssued by the International Accounting Standards Board (IASB) The
financial statements have also been prepared mn accordance with IFRSs adopted by the European Unionr and
therefore the Group financial statements comply with Article 4 of the EU JAS Regulation

For all periods up to and including the year ended 31 December 2014, the Group prepared 1ts financral
statements 1n accordance with Umted Kingdom accounting standards and law (UK GAAP) These financial
statements for the year ended 31 December 2015 are the first the Group has prepared i accordance with IFRS
Note 25 discloses the impact of the transition to IFRS on the Company's reported financial position, financial
performance and cash flows, mcluding the nature and effect of significant changes in accounting policies from
those used n the Company’s consolidated financial statements for the year ended 31 December 2014 prepared
under UK GAAP

The consohdated financial statements have been prepared on a historical cost basis, except for hedging
mstrumenits that have been measured at fairr value The consolidated financial statements are presented in GBP
and all values are rounded to the nearest thousand (£'000), except when otherwise mdicated

16




Metroline Limited

Notes to the financial statements (continued)
Year ended 31 December 2015

2,

Summary of significant accounting policies {continued)

Adoption of FRS 101 'Reduced disclosure framework' for the Company financial statements

The Company meets the defimtion of a qualifying entity under FRS 101 (Financial Reporting Standard 101)
1ssued by the Financial Reporting Council Accordingly, n the year ended 31 December 2015 the Company
has changed 1ts accounting framework from pre-2015 UK GAAP to FRS 101 as 1ssued by the Financial
Reporting Council and has, 1n doing so, apphed the requirements of [FRS [ 6-33 and related appendices
These financial statements were prepared 1n accordance with FRS 101 ‘Reduced Disclosure Framework' as
1ssued by the Financial Reporting Council, incorporating the Amendments to FRS 101 1ssued by the FRC 1n
July 2015 and the amendments to Company law made by The Companes, Partnerships and Groups (Accounts
and Reports) Regulations 2015 pnior to thewr mandatory effective date of accounting periods beginning on or
after 1 January 2016

The Company’s date of transition to FRS 10! was 1 January 2014 The Company has notified 1ts shareholders
m writing The prior year financial statements were restated and there were no material adjustments to the
Company financial statements on adoption of FRS 101 m the current year

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under that
standard 1n relation to financial mstruments, capital management, presentation of comparative information mn
respect of certain assets, presentation of a cash flow statement, standards not yet effective, impairment of assets
and related party transactions Where relevant, equivalent disclosures have been given m the Company’s
consolidated financial statements

The principal accounting policies are summarsed below They have all been applied consistently throughout
the year and the preceding year

Basis of consolidation

The Group financial statements consohdate those of the Company and all of its subsidianies as of 31 December
2015 Subsidianies are all entities over which the Group has the power to control the financial and operating
policies The Group obtams and exercises control through more than half of the voting nights All subsidianes
have a reporting date of 31 December

All transactions and balances between Group companies are eliminated on consolidation, inciuding unrealised
gains and losses on transactions between Group companites Where unrealised losses on intra-group asset sales
are reversed on consolidation, the underlying asset 18 also tested for imparment from a group perspective
Amounts reported i the financial statements of subsidiaries have been adjusted where necessary to ensure
consistency with the accounting polictes adopted by the Group

Profit or loss and other comprehensive income of subsidiaries acquired or disposed of during the year are
recogmsed from the effective date of acquisition, or up to the effective date of disposal, as applicable

Business combinations and goodwill

The Group applies the acquisition method 1n accounting for business combinations The consideration
transferred by the Group to obtamn control of a subsidiary 15 calculated as the sum of the acquisition-date fair
values of assets transferred, Liabihties incurred and the equity interests 1ssued by the Group, which includes the
fair value of any asset or hability anising from a contingent consideration arrangement Acquisition Costs are
expensed as meurred

The Group recognises identifiable assets acquired and liabilities assumed 1n a business combination regardless
of whether they have been previously recogmsed i the acquiree’s financial statements prior to the acquisition
Assets acquired and liabihities assumed are generally measured at their acquisition-date fair values
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Metroline Limited

Notes to the financial statements (continued)
Year ended 31 December 2015

2 Summary of significant accounting policies (continued)

Business combinations and goodwill {continued)

Goodwill 1s stated after separate recognition of 1dentifiable intangible assets It 1s calculated as the excess of
the sum of a) fair value of consideration transferred, b) the recogmsed amount of any non-controtling mterest
n the acquiree and c) acquisition-date fair value of any existing equity interest in the acquiree, over the
acquisition-date fair values of 1dentifiable net assets If the fair values of identifiable net assets exceed the sum
calculated above, the excess amount (1€ gamn on a bargain purchase) 1s recogmsed m profit or loss
immediately

The cost of goodwill 1n these financial statements has been measured at 1ts amortised book value under
previous UK GAAP at the date of transition to IFRS Goodwill 1s tested for impairment at each reporting date
and provision 1s made for any impairment 1dentified

After mitial recognition, goodwill 1s measured at cost less any accumulated impairment losses For the purpose
of impairment testing, goodwill acquired mn a business combination 1s, from the acquisition date, allocated to
each of the Group’s cash-generating unuts that are expected to benefit from the combimation, urespective of
whether other assets or habilities of the acquiree are assigned to those units

Property, plant and equipment

Property, plant and equipment are stated at historical cost or valuation less accumulated depreciation and
provision for impairment

Depreciation 1s provided on all property, plant and equipment, other than freehold land, at rates calculated to
write off the cost or valuation, less estumated residual value, of each asset on a straight-line basis over 1ts
expected useful economic life, as follows

Freehold buildings 50 years

Buses 12 years

Plant and machinery 1 to 10 years

Leasehold land and leasehold improvements Over the life of the lease
Investments

Investments held as non-current assets are stated at cost less provision for any impairment mn value
Cash and cash equivalents

Cash and cash equivalents compnse cash at banks and on hand and cash 1n deposit accounts which require less
than three months’ notice for the Company to access

Inventories

Inventories consist primarily of matenals required for the operation and maintenance of buses These materials
are valued on a first in first out basis at the lower of cost and net realisable value to the group
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Notes to the financial statements (continued)
Year ended 31 December 2015

2.

Summary of significant accounting pohetes (continued)
Taxation

Income tax expense 1n profit or loss comprises the sum of current and deferred tax It 1s recogmised m profit or
loss except to the extent that it relates to a business combmation, or items recognised durectly n equity or in
other comprehensive mcome

Current tax, mcluding UK corporation tax and foreign tax, 1s provided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substantively enacted by the statement of
financial position date

Deferred tax 1s recogmsed on temporary differences between the carrymg amounts of assets and liabilities 1n
the consolidated financial statements and the corresponding tax bases used 1n the computation of taxable
profits Deferred tax hiabilities are generally recogmsed for all taxable temporary differences Deferred tax
assets are generally recogmised for all deductible temporary differences to the extent that 1t 1s probable that
taxable profits will be available agamst which those deductible temporary differences can be utiised Such
deferred tax assets and habilities are not recogrused 1f the temporary difference anses from the imtial
recognition (other than n a business combination) of assets and Liabilities in a transaction that affects neither
the taxable profit nor the accountmg profit In addition, deferred tax habilities are not recogmsed 1f the
temporary difference arises from the in1tial recogmtion of goodwill

The carrying amount of deferred tax assets 1s reviewed at each reporting date and reduced to the extent that 1t 1s
no longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to
be utihsed Unrecogmised deferred tax assets are reassessed at each reporting date and are recogmsed to the
extent that 1t has become probable that future taxable profits will allow the deferred tax asset to be recovered

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply 1n the year when the
asset 15 realised or the Liability 15 settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted at the reporting date

Deferred tax relating to werns recognised outside profit or loss 1s recogmsed outside profit or loss Deferred tax
items are recogmised m correlation to the underlymng transaction erther in other comprehensive income or
directly 1n equity

Leases

Assets held under finance leases, which are leases where substantially all the risks and rewards of ownership of
the asset have passed to the Company, and hire purchase contracts are capitalised 1n the statement of financial
position and are depreciated over their useful lives The capital elements of future obligations under the leases
and hire purchase contracts are mcluded as liabihities 1n the statement of financial position

The mterest elements of the rental obligations are charged n profit and loss over the periods of the leases and
hire purchase contracts and represent a constant proportion of the balance of capital repayments outstanding

The cost of operating leases 15 charged directly to profit and loss over the period of the leases on a straight line
basis, even 1if the payments are not made on such a basis

Retirement benefit obhigations

The Group operates two defined benefit pension schemes for certain employees, the assets of whuch are held n
trustee admimstered funds The related pension costs are assessed 1n accordance with the advice of a quahfied
actuary on the basis of final pensionable earnings The regular cost 1s attnbuted to individual periods using the
projected unit credit method The schemes are now closed to new members

The differences between the fair value of the assets held in the Group’s defined benefit pension schemes and
the schemes’ liabilities measured on an actuanal basis using projected umt method are recognised in the
Group's statement of financial position as a pension scheme asset or Liability as appropriate

The carryng value of any resulting pension scheme asset 15 restricted to the extent that the Group 1s able to
recover the surplus either through reduced contributions in the future or through refunds from the scheme The
pension scheme balance 15 recognised net of any related deferred tax balance
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Notes to the financial statements (continued)
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2.

Summary of sigmficant accounting polictes (continued)
Retirement benefit obligations (continued)

Changes 1n the defined benefit pension scheme asset or liability arising from factors other than cash
contribution by the Group are charged to profit or loss or the statement of other comprehensive income n
accordance with IAS i9 'Employee Benefits'

Scheme admuustration expenses are included within operating profit Net interest expense or mcome 15
calculated by applying the discount rate to the net defined benefit asset or liability and 1ncluded within net
finance costs Actuartal gams and losses are recognised immediately 1n the statement of comprehensive
income Actuarial gans and losses include the difference between the actual return on assets (net of investment
admumustration costs and taxes, such as amounts levied by the UK Pension Protection Fund) and the discount
rates applied to the assets Mortality rates are considered when retirement benefit obligations are calculated

The Group also operates a defined contribution pension scheme, the assets of which are held separately from
those of the Group and are managed by a third party Contributions are charged n the profit and loss account
as they become payable m accordance with the rules of the scheme

Insurance and provision for accident claims

Insurance costs include msurance premiums which are recognised in profit and loss over the period to which
they relate Included in provisions 1s an estimate of the hability for uninsured retained rnisks on unpaid clamms
ar1sing out of events occurring up to the statement of financial positign date

Revenue

Revenue represents amounts recervable for services provided in the normal course of business, net of trade
discounts, VAT and other sales related taxes Revenue from the supply of services represents the value of
services provided under contracis to the extent that there 1s a nght to consideration and 1s recorded at the value
of the consideration due Where a contract has only been partially completed at the statement of financial
position date, revenue represents the value of the service provided to date based on a proportion of the total
contract value Where payments are received from customers m advance of services provided, the amounts are
recorded as deferred income and included as part of creditors due within one year

Revenue mcludes Quality Incentive Contracts (QICs) revenue which 1s recognised over the peniod of the
contract

Foreign currency transactions

Transactions 1 foreign currencies are recorded at the rate of exchange at the date of the transaction Monetary
assets and habilines denomunated 1n foreign currencies at the statement of financial position date are reported
at the rates of exchange prevailing at that date All exchange differences are mcluded mn profit and loss

Hedging instruments and hedge accounting

The Group uses hedging instruments to manage 1ts exposure to fuel price fluctuation, foreign currency
movements and interest rate risks The use of hedging mnstruments 15 governed by the ultimate parent
company's policies which provide written principles on the use of financial mstruments consistent with 1ts risk
management strategy (refer to note 20)

Hedgmg nstruments are 1nitially recogmised at fawr value on the contract date, and are subsequently remeasured
to their fair value at the end of each reporting period The resulting gam or loss 1s recogmised n profit or loss
mmmediately unless the hedging mnstrument 1s designated and effective as a hedging nstrument, in which event
the timing of the recognition i profit or loss depends on the nature of the hedge relationship The Group
designates 1ts hedging instruments as cash flow hedges
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2.

Summary of significant accounting poltcies (contmued)
Hedging instruments and hedge accounting (continued)

Hedging instruments are carried as assets when the fair value 1s positive and as habilities when the fair value 1s
negative The fair value of hedging mstrument 1s classified as a non-current asset or non-current liabihity 1f the
maturity of the hedge relationship exceeds 12 months and as a current asset or current liabihity 1f the maturity
of the hedge relationship 1s within 12 months

At the inception of the hedge relationship, the Group documents the relationship between the hedging
mstrument and hedged item, along with 1ts risk management objective and its strategy for undertaking various
hedge transactions Furthermore, at the inception of the hedge and on an ongoing basis, the Group documents
whether the hedging instrument 1s highly effective 1n offsetting changes i fair values or cash flows of the
hedged 1tem

The Group designates any interest rate swap for hedging of interest rate nisk ansing from borrowings as cash
flow hedges Hedges of foreign currency risk for future purchases of goods are designated as cash flow hedges
Hedges of fuel price nsk for future purchases of goods are also designated as cash flow hedges

Hedge accounting 1s discontinued when the Group revokes the hedging relationship, the hedging instrument
expires or 18 sold, termmated, or exercised, or no longer qualifies for hedge accounting

Note 20 contains details of the fair value of the hedging mstruments
Cash flow hedge

The effective portion of changes i the fair value of the hedgmg mstruments that are designated and qualify as
cash flow hedges are recognised i other comprehensive income The gam or loss relating to the meffective
portion 18 recognised immediately i profit or loss Amounts recogmsed 1 other comprehensive income are
taken to profit or loss when the hedged item 15 realised The cash flow hedging reserves reported in the
consohidated statement of changes m equity represent the fair value of the hedging instruments net of deferred
tax

Impairment review of goodwill, other intangibles and property, plant and equipment

For umpairment assessment purposes, assets are grouped at the lowest levels for which there are largely
mndependent cash mflows (cash-generating units) As a result, some assets are tested mdividually for
impairment and some are tested at cash-generating unit level Goodwill 1s allocated to those cash-generating
uruts that are expected to benefit from synergies of the related business combination and represent the lowest
level within the Group at which management monitors goodwill

Cash-generating units to which goodwill has been allocated (determmed by the Group’s management as
equivalent to 1ts operating segments) are tested for impairment at least annually All other individual assets or
cash-generating units are tested for impairment whenever events or changes i circumstances indicate that the
carrying amount may not be recoverable

An mpairment loss 1s recognised for the amount by which the asset’s or cash-generating umit’s carrymng
amount exceeds 1ts recoverable amount, which s the higher of fair value less costs to sell and value-in-use To
determine the value-1n-use, management estimates expected future cash flows from each cash-generating unit
and determines a suitable interest rate in order to calculate the present value of those cash flows The data used
for impairment testing procedures are directly linked to the Group’s latest approved budget, adjusted as
necessary to exclude the effects of future reorgamsations and asset enhancements Discount factors are
determined individually for each cash-generating unit and reflect management’s assessment of respective nsk
profiles, such as market and asset-specific risks factors

Impairment losses for cash-generating urts reduce first the carrying amount of any goodwill allocated to that
cash-generating urut Any remamning impairment loss 1s charged pro rata to the other assets 1n the cash-
generating unit With the exception of goodwill, all assets are subsequently reassessed for indications that an
mmpairment loss previously recognised may no longer exist An imparrment charge 15 reversed if the cash-
generating unit’s recoverable amount exceeds its carrying amount
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2.

Summary of significant accounting policies (continued)
Adoption of new and revised standards

In the current year, the Company has apphed a number of amendments to IFRSs 1ssued by the International
Accounting Standards Board (IASB) that are mandatonly effective for an accounting pertod that begins on or
after 1 January 2015 Their adoption has not had any maternal impact on the disclosures or on the amounts
reported 1n these financial statements

The followmng new and revised IFRSs have been 1ssued but are not yet effective and have not been applied by
the Group 1n these financial statements

= [FRS 9 - Financial Instruments (effective for the year ending 31 December 2018, subject to EU endorsement)

+ IFRS15 - Revenue from Contracts with Customers {effective for the year ending 31 December 2018, subject
to EU endorsement)

+ IFRS16 — Leases (effective for the year ending 31 December 2019, subject to EU endorsement)

IFRS 9 1s not expected to have a material impact on the results of the Group when 1t 1s adopted Management 15
evaluating the potential effect of IFRS 15 and IFRS 16 on the Group's financial statements

The followmg revisions, amendments and improvements have been 1ssued but are not yet effective and are not
expected to have a material impact on the results of the Group when they are adopted

* Accounting for Acquisitions of Interests in Joint QOperations {Amendments to IFRS11)

+ Clarification of Acceptable Methods of Depreciation and Amortisation (Amendments to IAS16 and [AS38)
+ Defined Benefit Plans Employee Contributions {Amendments to 1AS19)

+ Improvements to [FRS 2010-2012 Cycle and 2011-2013 Cycle

Critical accounting judgements and key sources of estimation uncertamty

In the application of the Group’s accounting policies described above, the directors are required to make
judgements, eshmates and assumptions about the carrying amounts of assets and liabilities that are not readily
apparent from other sources The estimates and associated assumptions are based on historical experience and
other factors that are considered to be relevant Actual results may differ from these estimates

The estimates and underlymg assumptions are reviewed on an ongoing basis Revisions to accounting estimates
are recognised 1n the period m which the estimate 15 revised 1if the revision affects only that period, or m the
period of the revision and future pertods if the revision affects both current and future periods

Key sources of estimation uncertainty

The key assumptions concerning the fiture, and other key sources of estumation uncertamty at the balance
sheet date, that have a sigmificant nsk of causing a matenal adjustment to the carrying amounts of assets and
liabilities within the next financial year, are discussed below

Quality Incentive Contract revenue recognition

A portion of the Group’s revenue for London bus services 1s varable based on the performance of the Group’s
bus services agamst certain criteria, such as punctuality, reliability and other factors determuned by Transport
for London The Group 1s required to estunate the amount of this vanable Quality Incentive Contract revenue
based on the performance of 1ts London bus services agamst these criteria
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2.

Summary of significant accounting policies (continued)

Critical accounting judgements and key sources of estumation uncertamnty (continued)

Impairment of goodwtli

Determuning whether goodwll 15 impaired requires an estimation of the value in use of the cash-generating
units to which goodwilt has been allocated The value i use calculation requires the entity to estunate the
future cash flows expected to anse from the cash-generating unit and a suitable discount rate and leng term
growth rates n order to calculate present value Details of the carrying amount of goodwill and of the value 1n
use calculations are set out m note 9

Useful hves of property, plant and equipment

The Group reviews the estimated useful lives of property, plant and equipment at the end of each
reporting period to ensure that they appropriately reflect the consumption of the economic benefit of
that property, plant and equipment

Measurement of provision for accident claims

The estimation of the self-msurance provision 1s based on an assessment of the expected settlement on known
claims together with an estimate of settlements for incidents which have occurred but not been reported before
the balance sheet date The Group makes assumptions concerning these judgemental matters based on its
Claims team’s past experience of similar mcidents as well as the advice of its lawyers and nsurers

Measurement of post-employment benefit liabilities

The present value of the defined benefit pension schemes’ hiabilities 1s dependent on a number of assumptions
including mterest rates of high quality corporate bonds, inflation and mortahty rates The net mterest expense
or income 15 dependent on the interest rates of high quality corporate bonds The assumptions are based on the
conditions at the time and changes wn these assumptions can lead to significant movements in the estimated
obligations Further details of the techmques applied, inputs used and the sensitivity to changes of the net
pension Liabilities are given 1 note 21 to the financial statements

Revenue and operating profit

Revenue and operating profit are attributable to the Group’s principal activity and anise entirely in the United
Kingdom

2015 2014
£000 £000
Bus revenue 380,009 371,898
Fmance mcome (note 6} 83 65
Total revenue 380,092 371,963
Operating profit 37,586 34,725
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4. Information regarding directors and employees

Group

Directors’ remuneration
Emoluments
Company contributions to money purchase pension schemes

Highest paid director
Emoluments
Company contributions to money purchase pension schemes

Average number of persons employed {including
directors)

Operating staff

Engineermg

Administration

Staff costs during the year (including directors)
Wages and salaries

Social security costs

Pension costs

2015 2614
£000 £'900
290 238
14 10
304 248
270 218
14 10
Group
2015 2014
No. No.
4,606 4,553
288 293
586 583
5,480 5,429
Group
2015 2014
£'000 £'000
194,885 187,247
20,321 19,444
4,166 4,100
219,372 210,791

During the year certan of the directors received emoluments as executives mcluding salaries, benefits in kind
and contributions for pensions and other related payments from ComfortDelGro Corporation Limited, the

uitimate parent undertaking

Amounts paid to these directors are disclosed within the ComfortDelGro Corporation Limited financial

statements

No directors (2014 nul) had retirement benefits accrung under a defined benefit pension scheme

One director also recerves remuneration for his services as a directer of fellow subsidiary undertakings of
ComfortDelGro Corporation Lumited from those undertakings as disclosed 1n their financial statements

There has been no share option or long-term incentive scheme available for the directors in the current year
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5. Group operating profit

Group operating profit is stated after charging/(crediting):
Depreciation
Assets owned
Assets held under finance leases and hire purchase contracts
Rentals under operating leases
Land and buildings
Buses
Plant and machinery
Reversal of provision for impairment of property, plant and
equipment — owned assets
Loss on disposal of property, plant and equipment

Auditor’s remuneration

Fees payable to the Company’s audiior for the audit of the Company’s annual
financial statements

Total audit fees
Tax comphance fees

Total fees

2015 2014
£'000 £'000
13,123 10,721
6,214 6,813
3,562 3,400
8,253 9,378
205 200
(288) (304)
244 39
2015 2014
£'000 £'000
77 77

77 77

29 30
106 107
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6.

Finance income

Bank interest
Other mterest

Finance costs

Net interest on pension scheme habilities
Bank loans
Fmance leases and hire purchase contracts

Income tax expense

a)} Tax expense*

Current tax expense

Current tax on profits for the year
Adjustments m respect of prior years
Total current tax charge

Deferred tax

Ongmation and reversal of temporary differences (note 17)

Income tax expense reported in the mcome statement

2015 2014
£'000 £'000
82 65
i -
83 65
2015 2014
£'000 £'000
286 365
153 417
509 602
948 1,384
2015 2014
£'000 £'000
7,140 6,995
402 (65)
7,542 6,930
(381) (267)
7,161 6,663
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8. Income tax expense (continued)

The actual tax charge for the current year and previous year can be reconciled to the accounting profit as

follows

2015 2014

£'000 £'000
Profit before taxation 36,721 33,406
Income tax expense calculated at standard rate of 20 25% (2014 21 5%) 7,436 7,182
Factors affecting charge for the year
Disallowable expenses (368) (186)
Capital allowances for the year in excess of depreciation (90) 42
Short-term timing differences ansmg in the year (219) (310)
Adjustments 1n respect of prior years 402 (65)
Total tax charge for the year 7,161 6,663
Effective rate 19 5% 19 9%
b) Income tax recognised i other comprehensive income

2015 2014

£'000 £'000
Deferred tax
Deferred tax related to items charged /(credited) to other comprehensive

mcome during the year

Farr value adjustment on cash flow hedges 524 (638)
Actuarial adjustment on defined benefit pension schemes 658 69
Income tax charged /(credited) directly to other comprehensive income 1,182 (569)

¢) Changes in tax rates and factors affecting the future tax charge

As a result of the Finance Act 2013, the standard rate of corporation tax i the UK was reduced from 23% to
21% effective from 1 April 2014 and was further reduced from 21% to 20% effective from 1 Apnl 2015 As
such, the standard rate of tax for the year, based on the UK standard rate of corporation tax, 15 20 25% (average
rate for year 90 days at 21%, 275 days at 20%) (2014 21 5%) Accordngly deferred tax balances as at the 31
December 2014 have been recogmsed at 20%, the enacted rate of corporation tax that will apply for pertods
from 1 Apnil 2015 In addition to this, the Finance (No 2) Bill 2015 prowvides that the rate of corporation tax for
the 2017 Financial Year (commencing 1 April 2017) wall be 19% and that the rate from 1 April 2020 will be
18% The temporary timing differences are expected to be reversed after 1 April 2020 and, as such, deferred
tax balances as at 31 December 2015 have been recognised at 18%
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Goodwtll

The movements i the net carrying amount of goodwli are as follows

Group £'000
Cost and net book value

At 31 December 2015 49,280
At 31 December 2014 49,280
At 1 January 2014 49,280

Goodwill acquired 1n a business combination 15 allocated at acquisition to the cash-generating units that are
expected to benefit from that business combination The cost of goodwill i these financial statements has been
measured at 1ts amortised book value under previous UK GAAP at the date of transition to [IFRS The carrying
amount of goodwill of £49,280,000 (2014 £49,280,000, 1 Janvary 2014 £49,280,000) ;s allocated to the bus
busimness i the UK.

The Group 1s requured to test, on an annual basis, whether goodwill has suffered any impairment The
recoverable amounts of the cash generating units (“CGUs”) are determined based on value m use calculations
The use of this method requires the estimation of future cash flows and the determination of a discount rate in
order to calculate the present value of the cash flows

The key assumptions for the value 1n use calculations are those regarding the discount rates, growth rates and
expected changes to revenues and direct costs during the penod

Management estimates discount rates using post-tax rates that reflect current market assessments of the time
value of money and the risks specific to the CGUs The estimated discount rate used was 5.9% (2014 5 §%)
Changes n revenues and direct costs are based on past practices and expectations of future changes m the
market

The Group prepares cash flow forecasts derived from the most recent financial budgets approved by
management for the next year and extrapolates cash flows into perpetuty based on an estimated growth that
does not exceed the average long-term growth rate for the relevant markets The long term growth rate used
was 2 2% (2014 2 7%)
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10

Property, plant and equpment

Group

Cost

At 1 January 2014
Additions
Disposals
Reclassifications

At 31 December 2014

Additions
Disposals
Reclassifications

At 31 December 2015

Accumulated depreciation and
impairment

At | January 2014

Charge for the year

Disposals

Reversal of provision for impairment

Reclassifications

At 31 December 2014

Charge for the year

Dasposals

Reversal of provision for unpairment
Reclassifications

At 31 December 2015

Net book value
At 31 December 2015

At 31 December 2014

At 1 January 2014

Leasehold
land and
Freehold buildings
land and mprove- Buses  Plant and
buldings ments machmery Total
£'000 £'000 £'000 £'000 £'000
27,308 12,639 183,318 16,332 239,597
288 338 17,146 1,151 18,923
2) - (5,459) (12) (5,513)
40) (40) - 80 -
27,554 12,937 194,965 17,551 253,007
401 243 30,241 1,427 32,312
- - (3,962) (33) (3,995)
(1709 am - 180 -
27,785 13,170 221,244 19,125 281,324
4,531 4,155 73,838 13,132 95,656
473 574 15,666 821 17,534
@) - (5,111) ® (5119
- - (304) - (304)
® (10 - 19 -
4,993 4,719 84,089 13,966 107,767
486 567 17,337 947 19,337
- - (3,546) (30) (3,576)
- - (231) - (231)
(25) (1) - 26 -
5,454 5,285 97,649 14,909 123,297
22,331 7,885 123,595 4,216 158,027
22,561 8,218 110,876 3,585 145,240
22,777 8.484 109,480 3,200 143,941
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10.  Property, plant and equipment (continued)

Company

Cost
At 1 January 2015 and 31 December
2015

Accumulated depreciation
At 1 January 2015 and 31 December
2015

Net book value
At 1 January 2015 and 31 December
2015

Leasehold
mmprove-  Plant and
ments machinery Total
£'000 £'000 £'000
216 306 522
216 306 522
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10. Property, plant and equipment (continued}
Assets held under finance leases contracts

Included 1n the Group amounts for buses and plant and machinery above are the following amounts relating to
leased assets and assets acquired under finance lease contracts

Buses Plant and
machimery
£000 £°000
At 1 January 2014
Cost 89,866 112
Accumulated depreciation (33,978) (60)
Net book value 55,888 52
At 31 December 2014
Cost 81,341 -
Accumulated depreciation (35,366) -
Net book value 45,975 -
At 31 December 2015
Cost 75,404 -
Accumulated depreciation (32,427) -
Net book value 42,977 -
11.  Investments
Company 2015 2014
£'000 £000
Cost
At 1 January 111,978 54,486
Additions - 57,500
Disposals - )
At 31 December 111,978 111,978
Impairment
At 1 January and 31 December (10,577) (10,577)
Net book value 101,401 101,401

On 30 April 2014, Metroline Limited was 1ssued with 57,499,999 ordinary shares in Metroline West Limited 1n
connection with the capitahisation of a shareholder’s loan for £57,500,000

All of the mnvestments are unlisted
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12.

Investments (continued)

Details of the Company's principal subsidiary undertakings, the results of which are included m these group

financial statements, are as follows

Country of

registration and
Subsidiary undertalungs operation
Metroline Travel Lumited England and Wales
Metroline West Limited England and Wales

Metroline Pension Scheme Trustees Limited  England and Wales

Portion of

ordinary shares
and voting rights

Activity

2015
Bus operation 100
Bus operation 100
Trustee company 100

held %
2014

100
100
100

The registered office of Metrolme Limuted and all its subsidianes 1s ComfortDelGro House, 329 Edgware

Road, Cricklewood, London NW2 6JP

Audit exemption

The followng subsidianes are exempt from the requirements of the UK Companies Act 2006 relating to the

audit of individual accounts by virtue of s479A of that Act

Subsidiary undertakings

Metroline Travel Limited
Metroline West Limited

Inventories

Bus mamtenance stocks
Fuel stocks

Registration number

02328401
08401654
Group

Asatl
January
2015 2014 2014
£'000 £'000 £000
1,881 1,731 1,869
840 964 855
2,721 2,695 2,724

The cost of nventones recognised as an expense and included 1n cost of sales was £53,306,000 (2014
£59,214,000) This includes an amount of £ml (2014 £285,000) resultng from write down of inventories
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13. Trade and other receivables

Group Company

Asatl

January
2015 2014 2014 2015 2014
Current £'000 £'000 £'000 £000 £'000
Trade receivables 1,058 796 7,758 - -
Amounts owed by group undertakings 254 276 47,811 5,429 23
VAT receivable 1,654 2,082 2,071 - -
Prepayments 5,457 3,823 3,935 - -
Accrued mcome 25,926 21,001 14,037 - -
Hedging mstruments (note 20) - i2 512 - 12
Other receivables 106 13 11 - -
34,455 28,003 76,135 5,429 35

Non-current

Hedging instruments (note 20) - 2 86 - 2

Trade recervables
Trade receivables are non-mnterest bearing and are generally on 1-30 day terms

Credit risk management

Apart from Transport for London (“TfL*), the largest customer of the Group, the Group does not have any

significant credit risk exposure to any single counterparty or any group of counterparties having similar

charactenistics The Group regards the credit nisk arising from TfL to be luruted as 1t 1s a UK government body
Trade recervables from Transport for London were £1 1m (2014 £0 5m, 1 January 2014 £7 3m) of the trade
receivables and were not due as at the year end date The credit risk on hquid funds and hedging instruments 15
limited because the counterparties are banks with high credit-ratings assigned by mternational credit-rating

agencies

No aliowance has been made for estimated urecoverable amounts which has been determined by reference to
past default experience The carrying amount of financial assets recorded n the financial statements, which 15
net of impairment losses, represents the Group’s maximum exposure to credit risk as no collateral or other

credit enhancements are held

The total value of receivables which are past due but not imparred 1s insignificant
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14.

Borrowings

Borrowings comprise of the following
Bank loans (a)
Finance leases obligations (b)

Analysed as
Current
Non-current

Total

(a) Bank loans

Current - unsecured
Non-current - secured

The bank loan was secured on buses

Group
Asatl
January
2015 2014 2014
£000 £000 £'000
- - 59,801
25,670 27,465 37,835
25,670 27,465 97,636
9,502 9,213 67,870
16,168 18,252 29,766
25,670 27,465 97,636
Group
Asatl
January
2015 2014 2014
£000 £000 £'000
- - 57,500
- - 2,301
- - 59,801

The Group has access to an £11 3 million commutted revelving credit facility used for the purchase of buses
and amounts due under this facthty are secured over those buses This facility has a final maturity date of 28
February 2018, with the principal amount available to be drawn down under the facility reducing by £500,000
at yearly mtervals each December to a fina] available principal amount of £10 3 mullion As at 31 December
2015 no amounts were drawn down under this facility (2014 £ml) The Group also has access to additional
£40 0 million omnibus lines with sub-lumits for a loan facility, standby letters of credit and bank guarantees, of
which £18 3 mullion had been utilised as at 31 December 2015 (2014 £16 8m)
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14.  Borrowings (continued)

(b) Finance lease obligations

Amounts payable under
finance leases

‘Within one year

Between one and two years

Between two and five years

In five years or more

Less future finance charges

Current liabilities
Non-current liabilities

Group

Minimum lease payments
Asatl
January
2015 2014 2014
£000 £000 £'000
9,855 9,630 10,981
7,447 7,943 9,629
9,048 10,772 17,276
- - 1,438

Group
Present value of mimmum lease
payments
Asatl
January
2015 2014 2014
£000 £000 £'000
9,502 9,213 10,370
7,243 7,683 9,213
8,925 10,569 16,824
- - 1,428

26,350 28,345 39,324
(680) {830) (1,489)

25,670 27,465 37,835
N/A N/A N/A

25,670 27,465 37,835

25,670 27,465 37,835

9,502 9,213 10,370
16,168 18,252 27,465

25,670 27,465 37,835

Obhgations under finance leases are secured over property, plant and equipment with a net book value of
£42,977,000 (2014 £45,975,000, 1 Januvary 2014 £55,940,000)

15. Trade and other payables

Trade payables

Amounts owed to group undertakings

Other taxes and social security
Hedging mstruments (note 20)
Accruals

Group Company
Asatl 2015 2014
January £000 £'000
2015 2014 2014
£000 £'000 £'000
6,016 5,102 3,562 - -
2,379 250 21,559 5,553 44
5,420 5,164 5,849 - -
216 3,549 941 - 3,549
26,306 27,687 26,325 12 13
41,037 41,752 58,236 5,565 3,606
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17.

Provision for accident claims

Asatl
Group January
2015 2014 2014
£'000 £'000 £'000
At 1 January 11,059 10,768 10,615
Utilisation of provision {4,662} {4,968) (4,896)
Charged to profit and loss 4,672 5,259 5,049
At 31 December 11,069 11,059 10,768

The wnsurance provision relates to liabilities where there 1s uncertainty about the timing of settlement, but
where a reliable estimate can be made of the amount The group self-mnsures 1ts fleet of buses aganst claims 1n
respect of traffic accidents, subject to an overall annual himit to its hability

The directors have recognised as a hability in the accounts the undiscounted financial impact of the expected
resolution of any outstandmg claims on the basis of all information currently available, on a consistent basis

However, 1t 1s mherent in the nature of insurance claims that the ultimate liabihities may vary as a result of
subsequent developments, so that the provision made may be excessive or insufficient There 15 an
undiscounted unprovided loss of £3,452,000 (2014 £2,993,000, 1 January 2014 £3,569,000), which 1s the
unprovided amount that the Company may possibly be called upon to pay to meet claims wn excess of these
already provided up to the maximum aggregate amount payable

The vast majornty of claims are likely to be seftled within five years although n a small number of cases 1t may
take signuficantly longer for the final amount of liability to be established

Deferred tax assets / abilities
Retirement Hedging fair  Accelerated

Group benefit  value gains / tax
obligation (losses) depreciation Total
£'000 £'000 £000 £1000
At 1 January 2014 (1,774) (69) 7,512 5,669
Credited to profit and loss - - (267} (267)
Charged/(credited) to other comprehensive 69 (638) - (569)
mcome
At 31 December 2014 (1,705) (707) 7,245 4,833
Credited to profit and loss - - (381) (381)
Charged to other comprehensive income 658 524 - 1,182
At 31 December 2015 (1,047) (183) 6,864 5,634
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17.  Deferred tax assets / liabilities (continued)

Hedging fair  Accelerated

Company value gaimns / tax
(losses) depreciation Total
£000 £9000 £000
At 1 January 2014 (6%) (4) (73)
Charged to profit and loss - 1 1
Credited to other comprehensive mncome (638) - (638)
At 31 December 2014 {707) 3) (710)
Credited to profit and loss - 1 1
Charged to other comprehensive mcome 707 - 707
At 31 December 2015 - 2) 2)

Details of the deferred tax assets and habilities, amounts recogmsed 1n profit or loss and amounts recogmised
other comprehensive mcome are as follows

Consohdated statement of Consolidated
financial position statement of
comprehensive
income
31 31 Asatl
December December  Januvary
2015 2014 2014 2015 2014
£'000 £'000 £000 £'000 £000
Deferred tax assets
Retirement benefit obligation 1,047 1,705 1,774 658 69
Deferred tax labilities
Accelerated tax depreciation (6,864) (7,245) (7,512) (381) (267)
Fair value adjustment on cash flow hedges 183 707 69 524 (638)
Deferred tax expense /(income) 801 (836)
Deferred tax habilities net (5,634) {4,833) (5,669)
Reconcihation of deferred tax liabilities net
2015 2014
£'000 £'000
Opening balance as of 1 January (4,833) (5,669)
Tax income during the year recognised n
profit or loss 381 267
Tax (expense)/income during the year
recognised 1n other comprehensive income (1,182) 569
Closing balance as at 31 December (5,634) (4,833)
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19.

Called up share capitatl

2015 2014 As at 1 January 2014
No. No. No.
‘000 £000 ‘000 £7000 ‘000 £000

Authonised

Ordinary shares of £1 each 61,500 61,500 61,500 61,500 - -

Ordinary shares of 5p each - - - - 430,000 21,500
Called up, allotted and fully

paid

Ordinary shares of £1 each 61,002 61,002 61,002 61,002 - -

Ordinary shares of 5p each - <o - - 420,040 21,002

On 4 Apnil 2014, all ordinary shares of 5p each were consolidated by conversion of 20 such shares nto one
new ordinary share of £1 each

On 16 June 2014, Metroline Limited allotted 40,000,000 ordinary shares with a nominal value of £1 to 1ts
parent in connection with the capital ijection of £40,000,000 made by Braddell Lunited

Financial commitments

Group Company
Asatl
January
2015 2014 2014 205 2014

£'000 £'000 £'000 £'000 £'000
Capital commitments:
Contracted for but not provided 7,062 6,591 2,990 - -

Operating lease commitments:

Land and bmldings Others

Asat1 Asatl
Group January January
2015 2014 2014 2015 2014 2014
£000 £'000 £'000 £'000 £'000 £'000

Amounts payable under operating

lease

Within one year 1,882 2,282 2,388 5,209 7,554 8,739
Within two to five years 5,462 6,006 6,991 2,608 6,526 9,114
In five years or more 2,881 4,112 5,409 - 106 -
10,225 12,400 14,788 7,817 14,186 17,853
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20,

Financial insfruments

Note 2 provides a description of each category of financial assets and financial liabilities and the related
accounting policies The carrying amounts of financial assets and habilities 1n each category are as follows

Group

At 1 January 2014
Financial assets

Fuel hedge

Interest rate hedge

Trade and other receivables
Cash and cash equivalents

Financial habihties
Current borrowings
Trade and other payables
Foreign currency hedge
Non-current borrowings

Note Hedging Loans and Total
Instruments recervables
(carried at fair (carned at
value)  amortised cost)
£'000 £000 £000
512 - 512
86 - 86
- 20,567 20,567
- 10,017 10,017
598 30,584 31,182
Note Hedging  Other habilities Total
instruments (carred at
(carried at farr  amortised cost)
value)
£000 £000 £7000
14 - 67,870 67,870
- 13,333 13,333
941 - 941
14 - 29,766 29,766
941 110,969 141,910
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Group

At 31 December 2014
Financial assets

Interest rate hedge

Foreign currency hedge
Trade and other receivables
Cash and cash equivalents

Fmancial habilities
Current borrowings
Trade and other payables
Fuel hedge

Non-current borrowings

Notes to the financial statements (continued)
Year ended 31 December 2015

Note Hedging Loans and Total
instruments recervables
(carried at fair (carried at
value) amortised cost)
£000 £000 £000
2 - 2
12 - 12
- 14,172 14,172
- 10,836 10,836
14 25,008 25,022
Note Hedging  Other habilihies Total
mstruments (carried at
(carried at fair  amortised cost)
value)
£°000 £000 £'000
14 - 9,213 9,213
- 15,545 15,545
3,549 - 3,549
14 - 18,252 18,252
3,549 43,010 46,559
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20.

Financial instruments (continued)

Group

At 31 December 2015

Financial assets

Trade and other receivables
Cash and cash equivalents

Financial habilities
Current borrowings
Trade and other payables

Fuel hedge

Non-current borrowings

Note

Note

14

14

Hedging Loans and Total
instruments receivables
(carried at fair (carried at
value)  amortised cost)

£°000 £7000 £'000

- 13,357 13,357

- 25,173 25,173

- 38,530 38,530

Hedging  Other habilities Total
mstruments {carried at
(carned at fair  amortised cost)

value)

£000 £°000 £°000

- 9,502 9,502

- 21,987 21,987

916 - 916

- 16,168 16,168

916 47,657 48,573

For financial assets and liabilities measured at fair value, the methods used to measure fair value are described

below

41



Metroline Limited

Notes to the financial statements (continued)
Year ended 31 December 2015

20.

Financial instruments {(continued)

A description of the Group’s financial instrument risks, meluding nisk management objectives and policies 1s
given below

Financial risk management policies and objectives

The Group recogmises that management of financial nsk is an 1mportant aspect 1n 1ts drive towards creating
shareholder value Management oversees financial risk management and regularly reviews 1its policy goverming
risk management practices The Group’s management momitors and manages the financial risks relating to the
operations of the Group and seeks to mmmuse the effects of these nsks by using hedging instruments te hedge
these risk exposures It is the Group’s policy not to participate in speculative financial instruments

There has been no change to the Group’s exposure to these financial nisks or the manner 1n which 1t manages
and measures these risks

Capital nisk management policies and objectives

The Group manages 1ts capital to ensure that entities n the Group will be able to continue as going concerns
while maximising the return to shareholders through the optimisation of the debt and equity balance The
Group’s overali strategy remains unchanged from prior years

The capital structure of the Group consists of net debt (borrowngs disclosed i note 14 after deducting cash
and bank balances) and equity of the Group (comprising 1ssued capital, reserves and retamned earnmgs) The
Group 1s not subject to any externally imposed capital requirements

No changes were made 1n the objectives, policies or processes durmng the years ended 31 December 2015 and
2014

Market risk

The Group’s activities expose 1t prunarily to the financial nisks of changes in foreign currency exchange rates
and 1nterest rates (see below) The Group enters mnto a variety of hedging mstruments to manage 1ts exposure to
interest rate and foreign currency risk, mncluding

. Forward contracts to hedge the price risk arismng on ughly probable future purchases of fuel,

. forward foreign exchange contracts to hedge the exchange rate risk anising on highly probable future
purchases of fuel, and

. interest rate swaps to mitigate the risk of nsmg nterest rates
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20.

Financial instruments (continued)

Market risk (continued)
Hedging instruments held
Notional Fair Value
Asatl Asatl
January January
2015 2014 2014 2015 2014 2014
£000 £'000 £'000
Interest rate hedges 20,000 20,000 20,000 - 2 86
£000
Foreign currency hedges - 2,356 13,680 - 12 (941)
£000
Fuel hedges 6,336 22,632 11,520 916) (3,549) 512
MT
916) (3,535) (343)

The Group's hedging instruments are measured at fair value and are all classified as Level 2 1n the [FRS 13 farr
value hierarchy, 1e they are derived from mputs other than unadjusted quoted prices m active markets for
identical assets or liabilities, either directly (1e as prices) or indirectly (1 e denved from prices)

The fair value of interest rate swaps at the reportng date 1s determuned by a discounted cash flow valuation
discounting the future cash flows using the curves at the reporting date and the credit risk inherent m the
contract

The fair value of foreign currency hedges at the reporting date 15 determmed by a discounted cash flow
valuation estimating cash flows based on forward exchange rates (from observable forward exchange rates at
the end of the reporting penod) and contract forward rates, discounted at a rate that reflects the credit nisk of
vartous counterparties

The fair value of fuel hedges at the reporting date 1s determimned by a discounted cash flow valuation estimating
cash flows based on forward fuel prices (from observable fuel prices at the end of the reporting period) and
contract forward rates, discounted at a rate that reflects the credit risk of vartous counterparties

Fuel price risk

Fuel 15 part of the operating cost of the Group The Group seeks to hedge the price risk associated with 1its fuel
needs and uses hedging instruments, where necessary, to achieve the desired hedge outcome

Foreign currency risk

The Group manages its foreign exchange exposure by matching revenue and costs in the relevant currencies to
create a natural hedge However the Group undertakes fuel purchase transactions linked to commodities
denomunated 1n US dollars, consequently exposures to exchange rate fluctuations arise Exchange rate
exposures are managed within approved policy parameters utilising forward foreign exchange contracts

The Group has total sterling denominated cash assets of £25,158,000 (2014 £10,828,000, 1 January 2014
£9,965,000) of which £25,199,000 (2014 £10,882,000, 1 January 2014 £9,851,000) 1s held on deposit in the
UK at interest rates determuned by those available on the day of deposit

Financial assets of £15,000 (2014 £8,000, 1 January 2014 52,000) were denomunated 1 US Dollars, the rest
were denominated 1n Pounds Sterling

Fmancial liabilittes were denominated in Pounds Sterling
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20.

Financial instruments (continued)

Interest rate risk management

The Group 1s exposed to mterest rate nsk because entities i the Group borrow funds at floating interest rates
The Group’s primary interest rate risk relates to its borrowings The Group uses hedging nstruments such as
interest rate swaps and caps, where necessary, to achieve the desired interest rate profile m 1ts effort to manage
wnterest rate risk The Group sometimes borrows at variable rates and uses nterest rate swaps as cash flow
hedges of future interest payments which have the economic effect of converting borrowings from floating
rates to fixed rates

Interest rate risk profile of financial liabilities at 31 December 2015-

Floating rate Floating rate Floating rate
financial financial financial
habilities habihties hahilities

Asatl

January

2015 2014 2014

£000 £'600 £'000

Hire purchase and finance leases 25,670 27,465 37,835
Bank loans - - 59,801
25,670 27,465 97,636

The Group's floating rate financial habilities amount to £25,670,000 (2014 £27,465,000, 1 January 2014
£97,636,000) Various Bank Base Rates are used as the benchmark rate i determimng interest on
£25,670,000 (2014 £27,465,000, 1 January 2014 £37,835,000) in hure purchase agreements which are
meluded 1n total financial habiliies All borrowings are on a floating rate and the weighted average interest
rate 1s 1 74% (2014 1 82%, 1 January 2014 1 32%) The benchmark rate for determining interest on the
Group's remamning floating rate financial liabilities, namely bank loans of £ml (2014 £nil, 1 January 2014
£59,801,000) 1s LIBOR
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Financial mnstruments (continued)
Interest rate sensivity analysis

The sensitivity analyses below have been determined based on the exposure to interest rates for hedging
mstruments at the balance sheet date For floating rate liabilities, the analysis 1s prepared assuming the amount
of liability outstanding at balance sheet date was outstanding for the whote year A 1% increase or decrease
represents management’s assessment of the reasonably possible change 1n interest rates

Based on sensitivity analysis performed at the end of the reporting period, management has assessed that the
exposure to changes i interest rates 1s mummal and hence the resulting impact on the profit or other
comprehensive income of the Group 1s msignificant

Liquidily risk management

Ultimate responsibility for liqudity risk management rests with the board of directors, which has established an
appropriate hiquidity risk management framework for the management of the Group’s short, medium and long-
term fundmg and liqudity management requirements The Group manages hqudity msk by mamtaming
adequate reserves, banking facihities and reserve borrowing facilities, by continuously monitoring forecast and
actual cash flows, and by matching the maturity profiles of financial assets and habilities See note 15 for
details of additional undrawn facilities that the Group has at 1ts disposal

Maturity of finrancial Irabilities:

The Group’s non-borrowing related financial liabilities are ajl due within one year

The maturity of the Group's financial habilities at 31 December 2015 was as follows

Asatl

January

2015 2014 2014

£000 £000 £000

In one year or less, or on demand 9,502 9,213 67,870
In more than one year but not more than two 7,243 7,683 9,213
In more than two years, but not more than five 8,925 10,569 19,125
In more than five years - - 1,428
25,670 27,465 97,636
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21.

Retirement benefit obligations

A. Defined contribution scheme

The Group operates a defined centribution pension scheme The charge for the scheme 1n 2015 15
£4,166,000 (2014 £4,100,000) The contributions outstanding at the year end amounted to £ml (2014 £ml)

B. Defined benefit schemes

Metroline and Metrohine London Northern Pension Schemes

The Group operates two UK registered trust based pension schemes that provide defined benefits Pension
benefits are linked to the members’ final pensionable salaries and service at their retirement (or date of leaving
if earlier) The Trustees are responsible for running the Schemes m accordance with the Schemes’ Trust Deed
and Rules, which sets out their powers The Trustees of the Schemes are required to act 1n the best interests of
the beneficianes of the Schemes There 1s a requirement that one-third of the Trustees are nominated by the
members of the Schemes

There are two categories of pension scheme members
Deferred members those who have not retired and are not 1 receipt of a pension
Pensioner members m receipt of pension

The defined benefit obligation 15 valued by projecting the best estimate of future benefit cutflow (allowing for
revaluation to retirement for deferred members and annual pension ncreases for all members) and then
discounting to the balance sheet date The majority of benefits receive increases lmked to inflation (subject to a
cap of no more than 5 0% pa) The valuation method used 15 known as the Accrued Benefit Method The
approximate overall duration of the Schemes’ defined benefit obligation as at 31 December 2015 was 17 to 19
years

Both schemes are now closed to new entrants On 28 February 2007 the schemes were closed to future accrual
{with the exception of those members whose retirement date was no later than 31 January 2008) This means
that therr benefit entitlements no longer ncrease m line with thewr length of service and salary
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Retirement benefit obligations (continued)
Future funding obligation
The Trustees are required to carry out an actuarial valuation every three years

The last actuarial valuation of the Metroline Pension Scheme was performed by the Scheme Actuary for the
Trustees as at 31 March 2013 In respect of the deficit in the Scheme as at 31 March 2013, the Company has
agreed to pay £623,000 pa increasmg at an agreed rate every 1 June for 9 years and 9 months The Company
expects to pay £658,000 to this Scheme durmng the accounting year beginning 1 January 2016

The last actuarial valuation of the Metroline London Northern Pension Scheme was performed by the Scheme
Actuary for the Trustees as at 5 April 2013 In respect of the deficit in the Scheme as at 5 April 2013, the
Company has agreed to pay £542,000 pa mcreasing at an agreed rate every 1 June for 10 years The Company
expects to pay £574,000 to this Scheme during the accounting year beginning 1 January 2016

Risks

The Directors do not believe that the schemes are exposed to any unusual entity-specific or plan-specific risks
or concentrations of nsk beyond those apphicable to all defined benefit pension schemes

Assumptions

The results of the most recent formal actuanal valuation as at 31 March 2013 (Metrolwe Pension Scheme) and
as at 5 Apnil 2013 (Metroline London Northern Pension Scheme) have been updated to 31 December 2015 by
a qualified independent actuary The assumptions used are m note 21 (1) stated below
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21.  Retirement benefit obhgations (continued)

() Principal actuarial assumptions at the reporting date were as follows:

2015 2014

Rate of increase n salaries (o) -* -*
Annual rate of pension increases — m deferment (%) 190 190
Annual rate of pension ncreases - i payment (%) 290 290
Assumed life expectancies (in years) on retirement at
age 65 are
Retinng today

- Males 196 195

- Females 215 217
Retirmg 1n 20 years’ time

- Males 208 208

- Females 230 231

Life expectancies are based on the followmng
published mortality tables
— current pensioners S2PA SiPA
CMI 2014 M/F CMI 2013 _M/F
(YOB)rated by  (YOB)rated by
3 years 3 years

— NON-pensIoners S2PA S1PA
CMI_2013_M/F CMI 2013_M/F
(YOB)ratedby  (YOB)rated by

3 years 3 years
Inflation assumption - RPI (%) 300 300
Inflation assumption - CPI {%4) 190 190
Discount rate for future pension habilities (%0) 390 3 60

* As there are no members with benefits related to future salary progression, no assumption needs to be made with
regard to salary increases
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21. Retirement benefit obligations (continued)

(1) The amounts recognised in the statement of financial position are as follows:

Asatl
January
2015 2014 2014
£'000 £'000 £'000
Present value of pension Liability {68,061) (71,048) (62,718)
Fair value of pension fund assets 62,826 62,522 54,270
Deficit (5,235) (8,526) (8,448)
Liablity recognised i the statement of financial position (5,235) (8,526) (8,448)
Related deferred tax asset 1,047 1,705 1,774
(m) The amounts recognised 1n profit and loss are as follows:
2015 2014
£000 £'000
Net interest 286 365
Scheme administrative expenses 127 149
Amount charged to profit and loss 413 514
(v} The amounts recognised 1n the statement of comprehensive income (OCI) are as follows-
Actuarial adjustments 2015 2014
£'000 £'000
Actuarial gams/(losses) on Liabilities 3,040 (8,009)
(Loss)/return on assets excluding amounts included 1n net interest (825) 7,022
Actuanal adjustment recognised m OCI 2,215 (987)
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Retirement benefit obligations (continued)

(v)  Changes 1n the present value of the defined benefit obligation are as follows:

Asat1
January
2015 2014 2014
£'000 £000 £'060
Opening pension obligation (71,048) (62,718) (56,419)
Interest costs on hability (2,514) (2,824) {2,505)
Adjustments from changes n actuarial assumptions 3,040 (8,009) {5,317)
Benefits paid to penston scheme members 2,461 2,503 1,523
Closing defined benefit oblhigation (68,061) (71,048) (62,718)
(vi) Changes 1n the fair value of the schemes’ assets are as follows:
Asatl
January
2015 2014 2014
£000 £'600 £000
Opening farr value of the schemes® assets 62,522 54,270 48,613
Interest mcome on schemes' assets 2,228 2,459 2,227
(Loss)/return on schemes' assets less interest {653) 7,148 3,612
Contributions by the company to the schemes 1,190 1,148 1,341
Benefits paid to pension scheme members (2,461) (2,503) (1,523)
Closing fair value of the schemes’ assets 62,826 62,522 54,270

All contnbutions with the exception of a fixed monthly contribution have now ceased Current monthly

contributions are £100,600 per month and are due to wncrease to £104,200 per month from June 2016
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21.

Retirement benefit obhigations (continued)

(vi) The major categories of assets for Metroline and Metrolire London Northern Pension Schemes

are invested as follows:

Percentage
of fair
. value of the
Fair
total
Value ,
schemes
at assets
31/12/15 31/12/15
£°000 %
Equities 34,977 55 67
Bonds 24,067 3831
Property 3,647 580
Cash 135 022
Total market value of 62,826 100 00
assets
Present value of the (68,061)
schemes’ liabilities
Combined deficit in (5,235)

the schemes

The actual return on assets over the period was 2 5% (2014 17 7%)

Percentage
of fair
value of the
Fair
total
Value R
schemes
at assets

31/12/14 31/12/14

£000 Yo
32,025 5122
27,060 4328
3,204 513
233 037
62,522 100 00
(71,048)
(8,526)

The schemes’ assets do not directly include any of the Group’s financial mstruments, nor any property

occupied by, or other assets used by the Group
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23.

24.

Contingent hiabihities

All matenal compamies m the Metroline Group are party to a cross guarantee in favour of the Group’s bankers
The Group has drawn down £nil (2014 £mil, 1 January 2014 £2,301,000) from a £11,301,000 revolving credit
facility as at 31 December 2015

Metroline Limited has guaranteed certamn hire purchase, insurance hiabilities and operating leases of Metroline
Travel Limited and Metroline West Lunited which amounted to £43,687,000 at the year end (2014
£50,866,000, 1 January 2014 £64,957,000)

Amounts contracted for but not provided i the financial statements amounted to £7,164,000 (2014
£6,591,000, 1 January 2014 £2,990,000)

Ultimate parent company and controlling party

The parent comparny and the controlling party of the smallest and largest group of which the Company 1s a
member and for which Group financial statements are prepared at the balance sheet date 1s Braddell Limited, a
company mcorporated m Great Britain and ComfortDelGro Corporation Limited, a company incorporated in
Swingapore, respectively Copies of its financial statements can be obtamed from 205 Braddell Road, Singapore
579701

Related party transactions

Balances and transactions between the Company and its subsidiaries, which are related parties, have been
elmimated on consolidation and are not disclosed m this note Transactions between the group and 1its
associates are disclosed below

The following amounts were outstanding at the balance sheet date

Amounts owed by related Amounts due to related
parties parties

Asatl Asatl
January January
2015 2014 2014 2015 2014 2014
£000 £°000 £7000 £000 £000 £°000
Scottish Citylink Coaches Limited 171 170 352 - - -
Westbus Coach Services Limited - - 1 - - -
Computer Cab plc 82 2 38 1 1 8
Cityfleet Networks Lumited - 4 12 - - -
Flightlink International Lamited - - - i 1 2

No trading transactions took place during the year between group companies and Scothish Citylink Coaches
Limuted The amounts outstanding are unsecured and will be settled i cash No guarantees have been given or
received No provisions have been made for doubtful debts in respect of the amounts owed by related parties

Details of the remuneration of the directors, who are the Group’s key management personnel, are given 1n note
4
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Transition to IFRS

The Group apphed I[FRS 1 First-ttme Adoption of International Financial Reporting Standards (IFRS) i
preparing these first IFRS consolidated financial statements for the year ended 31 December 2015 The
Accounts have been prepared under IFRS from | January 2015 with the comparative numbers for the year
ended 31 December 2014 restated with an effective transition date of 1 Fanuary 2014 The effects of the
transition to IFRS on equity, total comprehensive income and reported cash flows are presented in this section
and are further explamed wm the notes that accompany the tables

The effect of the Company’s transition to IFRS, described in note 2, 1s summanzed n this note as follows

(1) Transition elections,

(u) Reconciliation of equity and comprehensive income as previously reported under UK GAAP to IFRS, and
(u1) Adjustments to the statement of cash flows

(1) Transiton elections

The Company has applied the followmg transition exceptions and exemptions to full retrospective application
of IFRS
As descnibed 1n note 25(11)

Hedge accounting (a)
Busmmess combinations (b)
Employee benefits — treatment of actuarial gamns and losses (d)
Employee benefits — comparative period disclosures {d)

(n) Reconciliation of equity and comprehensive income as previously reported under UK GAAP to IFRS

The total effect on retained earnings and equity 1s analysed as follows
1January 31 December

2014 2014
Note £'000 £'000
Equity as reported under UK GAAP 88,324 128,150

Transihon adjustments recorded in profit and loss
Reversal of goodwill amortisation b - 2,711
Employee future benefits — schemes expenses paid by company

{non-mvestment) d - (149)
Employee future benefits — mterest expense on schemes' assets d - (382)
Effect of transition to IFRS on profit and loss - 2,180
Transihon adjustments recorded in other comprehensive
nncome:

Recogmtion of fair value adjustment on cash flow hedges

- Fuel hedges a 512 (3,549

- Interest rate hedges a 86 2

- Foreign currency hedges a (541) 12
Deferred income tax on cash flow hedging reserve c 69 707
Employee future benefiis — interest expense on schemes' assets d - 382
Employee future benefits — schemes expenses paid by company

(non-investment) d - 149
Effect of transition to IFRS on other comprehensive income (274) (2,297)
Total effect on equaty 274) {117)
Equity as reported under IFRS 88,050 128,033
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Transitien to IFRS (continued)

{n) Reconcihation of equity and comprehensive income as previously reported under UK GAAP to IFRS
(continued)

Explanatory notes

{a) Hedge accounting

The fair value of hedging instruments held by the Company 1s recognised under IFRS and was not recogmsed
under UK GAAP The contracts, which were designated as hedgmg instruments under UK GAAP, have been
designated as at the date of transition to IFRS as hedging mstruments in cash flow hedges of either expected
future sales for which the group has firm commitments or expected purchases from suppliers that are highly
probable The corresponding adjustment has been recognised as a separate component of equity, m the cash
flow hedge reserve

The Company held fuel hedges, forward foreign exchange contracts and interest rate swaps relating, to the
Company’s variable rate debt instruments at the transition date as hedges of cash flow risk As a result, changes
1n the farr value of the swaps occurning after 1 January 2014 under IFRS are recogmised directly n "other
comprehensive mcome” At the date of transition to IFRS, £343,000 (31 December 2014 - £3,535,000) and
associated deferred tax of £69,000 (31 December 2014 - £707,000) recognised m 'Other comprehensive
income' and also recognised 1n 'Cash flow hedging reserve'

In accordance with IFRS transition requirements, gains and losses on the swaps arising prior to 1 January 2014
continue to be recogmsed in accumulated other comprehensive income pending the occurrence of the hedged
transactions

(b) Business combmations

In accordance with IFRS transitional provistons, the Company has elected to apply IFRS relating to busmess
combimnations prospectively from | January 2014 As such, UK GAAP balances relating to busmess
combinations entered mnto before that date, including goodwill, have been carried forward without adjustment
Thus has resulted 1n the reversal of £2,711,000 amortisation of goodwill for the year ended 31 December 2014

(c) Deferred tax

The vanous transitional adjustments lead to different temporary differences According to the accounting
policies in Note 2, the Group has to account for such differences Deferred tax adjustments are recognised m
correlation to the underlying transaction either 1n retained earnings or a separate component of equty At the
date of transition to IFRS, an mcrease of £69,000 (31 December 2014 - £707,000) was recogmsed 1n deferred
tax liabilities This amount has been recognised against 'Cash flow hedging reserve'

(d) Employee benefits - treatment of actuanal gamns and losses

Under UK GAAP, the expected return on assets was used to derive the finance charge However, under IFRS,
the expected return on assets 13 no longer used to derive the finance charge Instead, the discount rate at the
beginning of the accounting period 1s applied to the assets to caiculate an mterest income and to the habiliies
to denive the interest cost Based on the Scheme’s tnvestment strategy, this has resulted n a higher charge to
profit and loss The difference between the actual mvestment return and the interest income will be reflected in
‘Other comprehensive mcome' This has resulted in an additional £382,000 finance cost bemg charged to profit
and loss for the year ended 31 December 2014

Under UK GAAP, the expected return on assets and actuanal gains and losses were adjusted by the defined
benefit schemes expenses paid by the Company and included within equity Under IFRS, the non-investment
related scheme expenses paid by the Company are charged to profit and loss as operating expenses This has
resulted m an additional £149,000 being charged to profit and loss for the year ended 31 December 2014

() Adjustments to the statement of cash flows

The transition from UK GAAP to IFRS had no sigmficant impact on cash flows generated by the Company
Under UK GAAP, the Company was exempt under FRS 1 (revised 1996) “Cash flow statements’ from the
requirement to prepare a cash flow statement

54




