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Metroline Limited

Directors' report

The Directors present thewr annual report and the audited financial statements for the year ended 31 December
2014

Principal activity

The Group's principal activity during the year continued to be the provision of road passenger transport scrvices

Financial instruments and credit risk

The Group's principal financial assets are bank balances and trade debtors The Group's credit nisk 1s primarily
autributable to its trade debters The Group has a small number of trade debtors and as such has a ugh
concentration of credit sk with these customers However. the Directors fecl that the credit risk of the trade
debtors 1s low because the marn debtors are Umited Kingdom government bodies The credit risk on liquid funds 1s
limited because the counterparties are banks with high credit ratings assigned by international credit-rating
agencies Details of complex financial instruments can be found in note 26 of the accounts

Environment

Metroline Limited recognises the importance of its environmental responsibihitics, monitors its impact on the
environment, and designs and implements policies to reduce any damage that might be caused by the Group's
activities

Directors
Details of the current directors are given on page 1

Qualifying third party indemnity insurance was provided to the Directors and Officers of Metrohne Limited for the
entire period covered by these financial statements by the Group’s ultimate parent company (sce Note 23) This
cover has continued to the date of approval of these financial statements

Disabled employees

The company's policy 1n respect of disabled persons 1s that their applications tor employment arc always fully and
fairly considered, bearing 1n mind the abilities of the applicant concerned  In the event of a member of staf(
becoming disabled, every etfort 1s made to cnsure that employment with the company continues and where
necessary appropriate traiming 1s arranged 1t 1s the company's policy that traiming carcer development and
promotion of disabled persons should, as far as possible, be 1dentical to that of all other employees 1n simifar
gradings

Employee consuitation

The Directors and Managers of the company place considerable value on the consultative mectings with
employees Information on matters affecting employees and on various factors affecting the performance of the
company 1s disseminated through meetings, newsletters and training programmes Employees' representatives are
consulted regularly on a wide range of matters affecting employees' current and future interests

Going concern

The directors have a reasonable expectation that the Company and Group have adequate resources to continue in
operational existence for the foresceable future Thus they continue to adopt the going concern basis in preparing
the financial statements

Further details regarding the adoption of the going concern basis can be found 1n the accounting policy note




Metroline Limited

Directors' report (continued)

Auditor

Deloitte LLP have expressed their willingness to continue in office as auditor and a resolution to reappoint 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

e 50 far as each of the Directors 15 aware, there 13 no relevant audit information (as defined 1n the
Companies Act 2006) of which the company's auditor 1s unaware, and

e each of the Directors has taken all the steps that he/she ought to have taken as a Director to make
himself/herself aware of any relevant audit information (as defined) and to establish that the company's
auditor 15 aware of that information

This confirmation 1s given and should be interpreted 1n accordance with the provisions of s 418(2) of the
Companies Act 2006

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

< MiMarch 2015




Metroline Limited

Strategic report

The Directors, in preparing this Strategic report, have complied with s414C of the Companies Act 2006

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

Financial results and future prospects

The Group’s results for the year are set out in the consolidated profit and loss account on page 7 The profit before
taxation for the year increased to £31,226,000 (2013 £21,246,000) Dividends paid 1n the year were £23,150,000
(2013 £ml})

As shown 1n the Group’s profit and loss account on page 7, the Group’s revenue has increased in the year by £73m
(24%) The full year contribution of Metroline West, that was purchased 1n June 2013 contributed £50m to this
increase, with the changes in the way that the Group recerves the Bus Service Operators Grant (“BSOG %) (through
revenue from its route contracts with I'ransport for London (1L} rather than directly from the Department for
Transport) added a further £12m The balance of £11m in revenue improvements were largely the result of new
route contracts that commenced operation 1n the year Profit after tax also increased by 48% as the combined
business benefitted from scale improvements and lower interest costs as the acquisition debt was paid off,
supported by the £40m capital injection provided by the Sharcholder during the year

The Group's balance sheet on page 9 of the financial statements shows that the Group's net asset position has
improved over prior ycar, with the £40m of equity capital introduced used to pay off the short term financing that
was raised n the prior year to support the acquisition of Metroline West Dividends declared during the year were
used to clear inter-company balances between the Parent company and operauing subsidiaries

The full year operation of Metroline West alse increased the average staff numbers by 19 7% over the period
averaging 5,429 1n 2014 (2013 4,535) although ending the year lower at 5.415

The Group wntends to continue the provision of road passenger transport services Expansion may be achieved
through tendering for Transport for London (“TfL") routes, as they become available, and commercial services in
the unregulated market

Principal risks and uncertainties

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

Approval
This report was approved by the Board of Directors on S\-‘r\ March 2015 and signed on its behalf by




Metroline Limited

Directors' responsibilities statement

The directors are responsible for preparing the Annual Report and the financial statements 1n accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have clected to prepare the financial statements 1n accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law) Under company law the
directors must not approve the financial statements unless they are satisfied that they give a true and fair view of
the state of affairs of the company and of the profit or loss of the company for that period In preparing these
financial statements, the directors are required to

select suitable accounting policics and then apply them consistently,

make judgments and accounting estimates that are reasonable and prudent,

state whether applicable UK Accounting Standards have been followed, and

prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that the
company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain 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 Compames 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 1rregularities




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 2014 which
comprise the Consolidated profit and loss account, the Consolidated statement of total recognised gains and losses,
the Consolidated and Company balance sheets and the related notes 1 to 27 The financial reporting framework
that has been applied in their preparation 1s applicable law and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice)

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

Respective responsibilities of directors and auditor

As explained more fully 1n the Directors’ responsibilitics statement, the dircctors are responsible for the
preparation of the financial statements and for betng satisfied that they give a true and fair view  Our responsibility
18 to audit and express an opinion on the financial statements 1n accordance with applicable law and lnternational
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 invelves obtaining 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 parent company’s circumstances and have been consistently applied and adequately disclosed, the
reasonableness of significant accounting estimates made by the directors, and the overall presentation of the
financial statements In addition, we read all the financial and non-financial information 1 the annual report to
identify matenal inconsistencies with the audited financial statements and to identify any information that 1s
apparently materially incorrect based on, or materially inconsistent with, the knowledge acquired by us in the
course of performing the audit [f we become aware of any apparent material misstatements or inconsistencies we
consider the implications for our report

Opinion on financial statements

In our opinion the financial statements

. give a true and fair view of the state of the Group’s and the parent company’s affairs as at 31 December
2014 and of the Group’s profit for the year then ended,

. have been properly prepared 1n accordance with United Kingdom Generally Accepted Accounting
Practice, and

. have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opiion the information given 1n the Directors’ report and the Strategic report for the financial year for
which the financial statements are prepared 15 consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report
to you if, 1n our opinion

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

. the parent 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 rgceived all the information and explanations we require for our audit

SukhBthder Kooner (Senior Statutory Auditor)
for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London, Umted Kingdom

6 PMascln 2015



Metroline Limited

Consolidated profit and loss account
Year ended 31 December 2014

Note

Revenue 2
Existing operations

Acquisitions

Continuing operations

Cost of sales

Gross profit

Admimstrative expenses

Operating profit 4
Existing operations

Acquisitions

Continuing operations

Intcrest receivable and simmiar income 5
Interest payable and similar charges 6

Profit an ardmary activities before taxation
Tax on profit on ordinary activities 7

Profit on ordinary activaties after taxation 20

All results are derived from continuing operations

2014 2013
£000 £000
371,898 238,740
- 60,333
371,898 299,073
(311,120) (252,273)
60,778 46,800
(28,615) (23,827)
32,163 18,944
. 4,029
32,163 22,973
2,906 2,293
(3,843) (4,020)
31,226 21,246
(6,663) (4,660)
24,563 16,586

There are no material differences between the results as disclosed n the profit and loss account and the results on an

unmodified historical cost basis




Metroline Limited

Consolidated statement of total recognised gains and losses
Year ended 31 December 2014

Note

Profit for the financial year
Actuarral adjustiment on defined benefit pension schemes 22
Deferred tax charge on actuarial adjustment

Total recognised gains in the year

2014 2013
£'000 £'000
24,563 16,586
(1,518) (1,705)
(69) 2N
22,976 14,860




Metroline Limited

Consolidated balance sheet

31 December 2014

Fixed assets
Goodwill
Tangible fixed assets

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors amounts falling due
within one year

Net current habihities

Total assets less current liabilities

Creditors amounts falling due after
more than one year

Provisions for habilities

Net assets excluding pension hability

Pension hablity

Net assets

Capital and reserves
Called up share capital
Sharc premium account
Capntal redemption reserve
Revaluation reserve

Profit and loss account

Shareholders' funds

Note

12
13

14

22

19,20
20
20
20
20

2014 2013
£'000 £'000
46,569 49 280
145,240 143,941
191,809 193,221
2,695 2,724
27,992 75,623
10,836 10,017
41,523 88,364
(61,805) (138,541)
(20,282) (50,177)
171 527 143,044
(18,252) (29,766)
(18 304) (18,280)
134,971 94,998
(6.821) (6,674)
128.150 88.324
61,002 21,002
24272 24272
100 100
905 905
41,871 42,045
128,150 88,324

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

on §H March 2015

d on behalf of the Board of Directors




Metroline Limited

Company balance sheet
31 December 2014

Note 2014 2013
£000 £000
Fixed assets
Tangible fixed assets 10 - -
Investments 11 101,401 43,909
101,401 43,909
Current assets
Debtors 13 23 84,971
Deferred tax asscts 18 3 4
Cash at bank and in hand - -
26 84,975
Creditors amounts falling due
within one year 14 57 (78,420)
Net current (hiabilities) / assets 31 6,555
Net assets 101.370 50,464
Capital and reserves
Called up sharc caputal 19,20 61,002 21,002
Share premium account 20 24.272 24,272
Captal redemption reserve 20 100 100
Profit and loss account 20 15.996 5.090
Shareholders' funds 20 101,370 30,464

The financial statements of Metroline Limited, registered number 2826284, were approved by the Board of Directors
on §¥ March 2015

Signed on behalf of the Board of Directors




Metroline Limited

Notes to the accounts
Year ended 31 December 2014

i Accounting policies

The principal accounting policies are summanised below They have been apphied consistently throughout the
year and the preceding yecar

Basis of accounting

The accounts have been prepared under the historical cost convention, modified for the revaluation of certain
assets, and 1n accordance with applicable Umited Kingdom accounting standards and law As set out in more
detail below the accounts have been prepared on the going concern basis

Gouwng concern

The Group’s business activities, together with the factors hikely to affect 1ts future development, performance
and position are set out 1n the Strategic report on page 4 The financial position of the Group, its cash flows,
liquidity positton and borrowing facilities are also described in further detail in the notes to the financial
statements The directors are satisfied with the results and behieve that the Group 1s well placed to manage its
bustness risks successfully

In particular, although the Group 1s 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 bodies which provide a substantial majonity of its revenues Although the Group
has net current habihues, 1t 1S 1n a net assets position and has remaimed within the terms of the covenants
agreed with 1ts bankers during the year The Group's forecasts and projections, taking account of reasonably
possible changes tn trading performance, show that the Group should be able to continue to operate within the
level of the resources available to it

The directors believe that the Group has adequate resources to continue 1n operational existence for the
foresecable future Thus they continue to adopt the going concern basis of accounting in preparing the annual
financia! statements.

Consolidation

The Group accounts consclidate the accounts of Metroline Limited and all its subsidiary undertakings up to
31 December 2014 No company profit and loss account 1s presented for Metroline Limited as permutted by
Section 408 of the Compantes Act 2006 {see note 8) Acquisitions are accounted for under the acquisition
method

Goodwill

Goodwill arising on the acquisition of subsidiary undertakings and businesses, representing any excess of the
fair value of the consideration given over the fair value of the identifiable assets and liabiliies acquired, 1s
capitalised and writien otf on a straight line basis over 1ts useful economic life, up to a maximum of 20 years
A provision 1s made for any impairment




Metroline Limited

Notes to the accounts
Year ended 31 December 2014

1 Accounting pohecies (continued)
Tangible fixed assets and depreciation

Tangible fixed assets are stated at historical cost or valuation less accumulated depreciation and provision for
impairment

Depreciation 1s provided on al! tangible fixed assets, other than freehold land, at rates calculated to write otf
the cost or valuation, less esttimated residual value, of cach asset on a straight-line basis over 1ts expected
useful economic life, as follows

Freehold buildings 50 years

Leasehold improvements Over the life of the lease

Buses 12 years -
Plant and machinery 1 to 10 years |

The company has taken advantage of the transitional provision of FRS15 “Tangible fixed assets” and retained
the book amounts of certain freehold properties which were revalued prior to implementation of that standard

Investments
Investments held as fixed assets are stated at cost less provision for any impairment in value
Stocks

Stocks consist pnimanly of materals required for the operation and maintenance of buses  These materials are
valued on a first 1n first out basis at the lower of cost and net realisable value to the Group

Insurance

Insurance costs include nsurance premiums which are written off to the profit and loss account over the pertod
to which they relate Included in provisions 1s an estimate of the liability for uninsured retained risks on unpaid
claims arising out of events occurring up to the balance sheet date

Revenue

Revenue represents amounts recetvable for services provided n 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 contracts to the extent that there 1s a right to consideration and 1s recorded at the value
of the consideration due Where a contract has only been partially completed at the balance sheet 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 1n advance of services provided, the amounts are recorded as deferred
income and ncluded as part of creditors due within one year

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

Taxation

Current tax, including UK corporation tax and foreign tax, 1s provided at amounts expected to be paid (ot
recovered) using the tax rates and laws that have been enacted or substantively enacted by the balance sheet
date

Deferred taxation 15 provided 1n full on timing differences, which result in an obligation at the balance sheet
date to pay more tax, or a night to pay less tax, at a future date, at rates expected to apply when they crystallise
based on current tax rates and law Timing differences arise from the inclusion of items of income and
expenditure 1n taxation computations 1n periods different from those in which they arc included in financial
statements

12



Metroline Limited

Notes to the accounts
Year ended 31 December 2014

1.

Accounting pelicies (continued)
Taxation (continued}

Deferred tax 1s not provided on timing differences ansing from the revaluation of fixed assets where there 1s
no commitment to sell the asset  Deferred tax assets are recognised to the extent that 1t 1s regarded as more
likely than not that they will be recovered Deferred tax assets and habihibies are not discounted

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 in the balance sheet and
are depreciated over their uscful lives The capital elements of future obligations under the leases and hire
purchase contracts are included as habilities in the balance sheet

The interest elements of the rental obhgations are charged in the profit and loss account over the peniods of the
leases and hire purchase contracts and represent a constant proportion of the balance of capital repayments
outstanding

The cost of operating leases 1s charged directly to the profit and loss account over the pertod of the leases on a
straight line bas:s, even if the payments are not made on such a basis

Pension costs

The Group operates two defined benefit pension schemes for certain employees, the assets of which are held in
trustee admirustered funds The related pension costs are assessed in accordance with the advice of a qualified
actuary on the basis of final pensionable earnings Contributions to these funds are charged in the profit and
loss account so0 as to spread the cost of pensions over the employees’ werking lives  The regular cost1s
attributed to individual periods using the projected unit credit method The schemes are now closed to new
members

I'he differences between the fair value of the assets held 1n the Group’s defined benefit pension schemes and
the schemes’ habihities measured on an actuarial basis using the projected unit method are recognised in the
Group s balance sheet as a pension scheme asset or hability as appropriate

The carrying value of any resulting pension scheme asset 15 restricted to the extent that the Group 15 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

Changes in the defined benefit pension scheme asset or liability anising from factors other than cash
contribution by the Group are charged to the profit and loss account or the statement of total recogmsed gains
and losses 1n accordance with FRS 17 'Retirement Benefits’

The company also operates a defined contributton pension scheme, the assets of which are held separately
from those of the company and are managed by a third party Contributions are charged 1n the profit and loss
account as they become payable in accordance with the rules of the scheme

Forelgn currency

Transactions mn forewgn currenctes are recorded at the rate of exchange at the date of the transaction  Monetary
assets and habilities denominated in foreign currencies at the balance sheet date are reported at the rates of
exchange prevailing at that date

13




Metroline Limited

Notes to the accounts
Year ended 31 December 2014

Accounting pohicies (continued)
Firancial instruments

The Group recognises that management of financial risk 1s an important aspect in 1ts drive towards creating
shareholder value It 1s the Group’s policy not to participate 1n speculation in financial instruments

Inferest rate swaps and Base Rate caps

Interest rate swaps and Base Rate caps are used to hedge the Group's exposure to movements on interest rates
The gains or losses on such swaps or caps are accrued in the same way as interest arising on deposits or
borrowings The fair values of these financial instruments are not held on the Group’s or the company’s
balance sheet

Hedges

The Group hedges some of 1ts exposure to the fuel price and foreign currency exchange ustng swaps and
opttons The effect of the hedge 15 reflected 1n the purchase cost of fucl

Revenue and operating profit

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

14




Metroline Limited

Notes to the accounts
Year ended 31 December 2014

3 Information regarding directors and employees

Group

Directors’ remuneration

Directors’ emoluments
Company contributions to money purchase pension schemes

Highest paid director
Emoluments
Company contributions to money purchase pension schemes

The average number of persons employed (including directors)
Operating staff

Engineering

Admimstration

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

Social security costs

Pension costs

Company

Directors’ remuneration
Emoluments

Excluding the directors on page 1, there were no employees of the company in the year (2013 nil)

Excluding directors’ remuneration, there were no staff costs of the company in the year (2013 £ml)

2014 2013
£'000 £'000
238 226
10 2
248 228
218 206
10 2
2014 2013
No. No.
4,553 3,801
293 260
583 474
5,429 4,535
£000 £000
187,247 156,048
19,444 16,365
4,100 3,151
210,791 175,564
2014 2013
£000 £'000
20 20

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

ultimate parent undertaking It 1s impractical to sphit directors’ emoluments paid by ComfortDelGro
Corporation Limited to these directors between 1ts subsidiary companies

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

No directors (2013 ml) had retirement benefits accruing under a defined benefit pension scheme

One director also recerves remuneration for his services as a director of fellow subsidiary undertakings of
ComfortDelGro Corporation Limited from those undertakings as disclosed in their accounts




Metroline Limited

Notes to the accounts
Year ended 31 December 2014

4

5.

Operating profit

This 1s stated after charging
Rentals under operating leases
Land and buildings
Buses
Plant and machinery
Goodwill amortisation
Depreciation —  assets owned
—  assets held under finance leases and hire
purchase contracts
(Reversal) / provision of impatrment of tangible fixed assets —
owned assets
Loss on disposal of fixed assets

Auditor’s remuneration

Fees payable to the company’s auditor for the audit of the company s annual
accounts

Total audit fees

Tax comphance fees
Tax advisory
Other services

Total fees

Interest receivable and similar income

Bank interest
Expected return on pension scheme assets

Interest payable and similar charges

Bank loan
Finance charges payable under finance leases and hire purchase contracts
Interest on pension scheme liabihities

2014 2013
£'000 £'000
3,400 2,807
9378 5,881

200 162
2,711 1,625
10,721 9,056
6,813 8,302
(304) 407
39 345

2014 2013

£'00¢ £'000
77 80

77 80

30 21

- 15

- 10

107 126

2014 2013
£'000 £000

65 66

2.841 2,227
2,906 2,293

2014 2013
£000 £000

417 702
602 813

2,824 2,505

3,843 4,020




Metroline Limited

Notes to the accounts
Year ended 31 December 2014

7. Tax on profit on ordmary activities

a) Tax charge on profit on ordinary activities

2014 2013
£000 £'000
Current tax
Corporation tax charge for the year 6,995 5,453
Adjustments to tax charge 1n respect of prior year (65) -
Total current tax charge 6,930 5,453
Deferred tax
Timing differences, origination and reversal (note 18) (267) (793)
Total tax on profit on ordinary activities 6,663 4,660

b) Factors affecting the tax charge for the year

It 15 currently anticipated that £8,000 of the corporation tax charge for the period (2013 £28,000) will be
relieved by surrender of losses by another group company 1n exchange for a payment of the same amount

The standard rate of tax for the year, based on the UK standard rate of corporation tax 15 21 5% {average

rate for year 90 days at 23%, 275 days at 21%) (2013 23 25%) The actual tax charge for the current
year and previous year 1s different from the standard rate for the reasons set out in the following
reconciliation

2014 2013
£'000 £'000
Profit on ordinary activities before tax 31,226 21,246
Tax on profit on ordinary activities at standard rate of 21 5% (2013 6,713 4,939
23 25%)
Factors affecting charge for the year
Disallowable expenses 550 575
Depreciation for the year in excess of capital allowances 42 186
Short-term timing differences arising in the year (310) (247)
Adjustments to tax charge in respect of prior year (65} -
Total current tax charge 6,930 5,453

No provision has been made for deferred tax on revaluing property to 1ts market value The tax on the

gains arising from the revaluation would only become payable if the property were sold without rollover

relief being available The tax which would be payable in such circumstances 18 estimated to be

£200.000 These assets are expected to be used in the continuing operations of the business and therefore

no tax is expected to be paid in the foreseeable future




Metroline Limited

Notes to the accounts
Year ended 31 December 2014

8 Profit attributable to members of the parent company

No profit and loss account 1s presented for Metroline Limited as permitted by section 408 of the Companies
Act 2006 The profit dealt with in the accounts of the parent company was £10,906,000 (2013 loss £220,000)

9, Goodwill

Group £°000
Cost

At 1 January 2014 and 31 December 2014 54,723
Accumulated amortisation

At 1 January 2014 (5.,443)
Charge for the year (2,711
At 31 December 2014 (8,154)
Net book value

At 31 December 2014 46 569
At 31 December 2013 49,280




Metroline Limited

Notes to the accounts

Year ended 31 December 2014

10

Tangible fixed assets

Group

Cost or valuation
At | January 2014
Additions
Disposals
Reclassifications

At 31 December 2014

Accumulated depreciation
At 1 January 2014

Charge for the year
Dhisposals

Provision for impairment
Reclasstfications

At 31 December 2014

Net book value
At 31 December 2014

At 31 December 2013

Company

Cost

At 1 January 2014 and 31 December

2014

Accumulated depreciation

At 1 January 2014 and 31 December

2014

Net book value

At 1 January 2014 and 31 December

2014

Leasehold
land and
Freehold builldings
land and mprove- Plant and
builldings ments Buses 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) - (5,499} (12) (5,513)
(40) 40 - 80 -
27,554 12,937 194,963 17,551 253,007
4,531 4,155 73,838 13,132 95,656
473 574 15,666 821 17,534
2) - (5,111) 6) (5,119
- - (304) - (304)
(] (10) - 19 -
4,993 4,719 84,089 13,966 107,767
22,56] 8218 110,876 3,585 145,240
22,777 8,484 109,480 3,200 143,941
Leasehold
improve-  Plant and
ments machmery Total
£000 £'000 £°000
216 306 522
216 306 522
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10 Tangible fixed assets (continued)
Valuation of frechold land and buildings

The freehold properties held at 11 October 1997, being the aggregate of freehold land and {frechold buildings
were valued at £3,500,000 by external valuers as at 11 October 1996 on an existing usc basis in accordance
with the Appraisal and Valuation Manual of the Reyal Institution of Chartered Surveyors  After recerving
advice the directors assigned a value of £2 680,000 to the freehold land The directors were of the opinion
that 1t would be imprudent to account for the surplus arising on the buildings as they concluded the existing

use value of the buildings did not exceed the book value included in the accounts

Freehold land included 1n tangible fixed assets

Cost and net book value = historical cost basis
Cost and net book value — revalued basis

2014 2013
£'000 £'000
4 940 4,940
5845 5,845

Additions to freehold property afler the last formal valuation on 11 October 1996 have been capitalised at cost

Assets held under finance leases and hire purchase contracts

Included 1 the amounts for buses and plant and machinery above are the following amounts relating to leased

assets and assets acquired under hire purchase contracts

2014 2013
Buses Plant & Buses Plant &
equipment equipment
£7000 £°000 £'000 £'000
Cost or valuation 81,341 - 89,866 112
Accumulated depreciation (35 366) - (33,978) (60)
Net book value 45,975 - 55,888 52
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11. Investments held as fixed assets - company
Cost
At 1 January 2014
Additions
Disposals

At 31 December 2014

Provision for impairment
At I January 2014 and 31 December 2014

Net boek value at 31 December 2014

Net book value at 31 December 2013

£'000

54,486
57,500
(8)

111,978

(10,577}

101,401

43,909

On 30 April 2014, Metroline Limited was 1ssued with 57,499,999 ordinary shares in Metroling West Limited

in connection with the capitalisation of a shareholder’s loan for £57,500,000

Details of the company's principal subsidiary undertaking, the results of which are included in these Group

accounts, are as follows

Country of

registration and
Subsidiary undertaking operation Activity
Metroline Travel Limited England and Wales Bus operation
Metroline West Limited England and Wales Bus operation

Portion of
ordinary
shares and
voting
rights held
%

100
100
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12.

13.

14

Stocks

Bus maintenance stocks
Fuel stocks

Group Company
2014 2013 2014 2013
£000 £'000 £'000 £000
1,731 1,869 - -
964 855 - -
2,695 2,724 - -

In the directors® opinion there were no significant differences between the replacement cost and the values

shown for stock categories

Debtors

Amounts falling due within one year

Trade debtors

Amourtts owed by group undertakings
Value added tax

Other debtors

Prepayments and accrued income

Creditors amounts falling due within one year

Bank loan

Obligations under finance leases and hire purchase
contracts (note 16)

Trade creditors

Amounts due to group undertakings

Corporation tax

Other taxes and social security costs

Accruals and deferred income

Group Company
2014 2013 2014 2013
£'000 £'000 £000 £'000
796 7,758 - -
276 47,811 23 84,971
2,082 2,071 - -
14 12 - .
24.824 17,971 - -
27.992 75,623 23 84,971

Group Company
2014 2013 2014 2013
£'600 £'000 £000 £000
- 57,500 - 57,500
9,213 10,370 - -
5,102 3,562 - -
250 21,559 44 20,896
3,363 3,165 - -
5,164 5,849 - -
38,713 36,536 13 24
61,805 138,541 57 78,420
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15

16

17

Creditors. amounts falling due after more than one year

Group Company
2014 2013 2014 2013
£000 £000 £'000 £'000
Bank loan - 2,301 - -
Obligations under finance leases and hire purchase
contracts (note 16) 18,252 27,465 - -
18,252 29,766 - -

The Group has access to an £11 8 million commutted revolving credit facihity used for the purchase of buses
and amounts due under this facility are secured over those buses This facility has a final maturity date of 26
June 2017, wath the principal amount available to be drawn down under the facility reducing by £500,000 at
yearly intervals each December to a final available principal amount of £10 3 million As at 31 December
2014 no amounts were drawn down under this facility (2013 £2 3m) The Group also has access to additional
£40 0 million ommnbus lincs with sub-timits for a loan facility, standby letters of credit and bank guarantees, of
which £16 8 mithon had been utibised as at 31 December 2014 (2013 £14 1m)

Obhigations due under finance leases and hire purchase contracts

Group Company

2014 2013 2014 2013
£000 £000 £'000 £'000

Amounts payable
Within one year 9213 10,370 - -
Within one to two years 7,083 9,213 - -
Within two to five years 10,569 16,824 - -
In more than five years - 1428 - -
27,465 37,835 - -

Oblhigations under finance lease and hire purchasc contracts are sccured over tangible fixed assets with a net

book value of £45,975,000 (2013 £55,940,000)

Operating lease commitments

The annual commitments under non-cancellable operating leases are as follows

Land and buldings Other

2014 2013 2014 2013

Group £°000 £°000 £000 £'000
L.eases which expire

Within one year 41 77 1,170 2,063

Between one and five years 944 1,014 5,961 6,676

In five years or more 1,297 1,297 423 -

2,282 2,388 7,554 8,739
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18

Provisions for habilities

Group Deferred Insurance
taxation  provision Total
£'000 £'000 £'000
At 1 January 2014 7512 10,768 18 280
Utlisation of provision - (9,137 (9,137)
(Credited)/charged to the profit and loss account (267) 9,428 9,161
At 31 December 2014 7,245 11059 18.304

The insurance pravision relates to habilities where there 15 uncertainty about the timing ot settlement, but
where a reliable estimate can be made of the amount The company self-insures its {leet of buses against
claims in respect of traffic accidents, subject to an overall annual limit to its hability

The directors have recognised as a liability in the accounts the undiscounted financial impact of the cxpected
resolution of any outstanding clmims on the basis of all information currently available, on a consistent basis

However, it 1s inherent in the nature of insurance claims that the ultimate habilities may vary as a result of
subsequent developments, so that the provision made may be excessive or insufficient There 1s an
undiscounted unprovided loss of £2,993,000 (2013 £3,569,000}, which 1s the unprovided amount that the
company may possibly be called upon to pay to meet claims in excess of these already provided up Lo the
maximuim aggregatc amount payable

Group Company

Deferred taxation 2014 2013 2014 2013

£000 £'000 £'000 £'000
Caprtal allowances in advance of depreciation 7,245 7,512 (3) (4)
Reconcihiation of movement in deferred taxation

provision

At 1 January 2014 7512 8,305 ) (6)
Capital allowances 1n advance of depreciation (267) (793) 1 2
At 31 December 2014 7,245 7,512 3 (4)

No provision has been made for deferred tax on revaluing land to 1ts market value The tax on the gains arising
from the revaluation would only become payable it the land were sold without rollover relief being available
The tax which would be payable 1n such circumstances 1s estimated to be £200,000 These assets arc expected
to be used in the continuing operations of the business and. thercfore no tax 1s expected 10 be paid in the
foreseeable future
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20

21

Called up share capital

Authonsed

Ordinary shares of £1 cach
Ordinary shares of 5p each

Called up, allotted and fully paid:

Ordinary shares of £1 each
Ordinary shares of 5p each

2014 2013
No. No.
‘000 ‘000 £000
61,500 61,500 - -
- 430,000 21,500
61,002 61.002 - -
- 420,040 21,002

On 4 April 2014, all ordinary shares of 5p each were consohdated by conversion of 20 such shares into 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 1o 1ts
parent 1n connection with the capital injection of £40,000,000 made by Braddell Limited

Reconcihation of shareholders' funds and movements on reserves

Group

At 1 January 2014

Equity shares 1ssued

Profit for the year

Ordinary dividends paird

Net actuarial adjustment
on pension scheme
habity

At 31 December 2014

Company

At 1 January 2014
Equity shares 1ssued
Profit for the year
Ordimnary dividends paid

At 31 December 2014

Contingent habihties and capital commitments

Share Capital Profit Total
Share premwum redemption Revaluation and loss shareholders’
capital  account rescrve reserve account funds
£'000 £'000 £'000 £'000 £'000 £'000
21,002 24,272 100 905 42,045 88,324
40,000 - - - - 40,000
- - - - 24,563 24,563
- - - - (23,150) (23,150)
- - - - (1,587} (1,587
61,002 24,272 100 905 41,871 128,150
Share Capital Profit T
otal
Share premium  redemption and loss sharcholders’
camital account reserve account funds
£'000 £000 £'000 £:000 £1000
21,002 24,272 100 5,090 50,464
40,000 - - - 40,000
- - - 34,056 34,056
- - - (23,150) (23,150)
61.002 24,272 100 15,996 101,370

The company has guaranieed certain hire purchase, nsurance habiliies and operating leases of Metrohne
Travel Limited and Metrohine West Limited which amounted to £30,866,000 at the year end (2013

£64,957,000)

Amounts contracted for but not provided in the accounts amounted to £6,591,000 (2013 £2,990,000)
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Pension commitments

A Defined contribution scheme

T'he Group operates a defined contribution pension scheme  1he charge for the scheme in 2014 15
£4,100,000 (2013 £3,152,000) The contributions outstanding at the year end amounted to £ml (2013 £mi)

B Defined benefit schemes

Metroline and Metroline London Northern Pension Schemes

The Group operates two separate schemes which provide salary-related pension benefits on a defined benefit
basis from assets held in separate, trustec-administered, funds

The contributions are determined by a qualified actuary on the basis of trienmal valuations using the projected
umt method The most recent full actuanal valuation and funding valuations of the schemes was preparcd as
at 31 March 2013 Following the review the Employer 1s making additional monthly contributions totalling
£97 100 per month This amount will nise cach year and will continue to be paid until May 2023 These
amounts are due to be reviewed at the next trienmal review

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 their benefit entitlements no longer increase in line with their iength of service and salary
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22 Pension commitments (continued)

(1) The amounts recognised mn the balance sheet are as follows:

Present value of pension liability
Fair value of pension fund assets

Deficit
Related deferred tax asset

Net hability

Liability recognised n the balance sheet

()  The amounts recognised n the profit and loss account are as follows

Recogmsed within net finance charge
Interest costs on Lability
Expected return on schemes’ assets

Total (gain)/loss

2014 2013
£000 £000
(71,048) (62,718)
62,522 54,270

(8,526) (8,448)
1,705 1,774
(6,821) (6,674)
(6,821) (6,674)
2014 2013
£'000 £'000
2,824 2.505
(2,841) (2,227)
(17 278

{in) The amounts recognised in the statement of total recognised gains and losses (STRGL) are as

follows

Actuarial adjustments

Dufference between actual and expected return on schemes® assets
Changes 1n actuarial assumptions which affect habilities

Actuarial adjustment recogmsed 1n the STRGL

2014 2013
£'000 £'000
6.491 3,612

(8,009) (5317

(1,518) (1,705)
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22. Pension commitments (continued)

(tv) Changes in the present value of the defined benefit obligation are as follows.

2014 2013

£'000 £000
Opening pension obligation (62,718) (56,419)
Interest costs on hability (2,824) (2,505)
Adjustments from changes n actuarial assumptions (8,009 (3,317)
Benefits patd to pension scheme members 2,503 1,523
Closing defined benefit obligation (71,048) (62,718)
(v}  Changes in the fair value of the schemes’ assets are as follows.

2014 2013

£'000 £'000
Opening farr value of the schemes’ assets 54,270 48,613
Expected return on assets in year 2,841 2,227
Gains on expected return on schemes’ assets 6,491 3,612
Contributions by the company to the schemes 1,423 1,341
Benefits paid to pension scheme members (2,503) (1,523)
Closing fair value of the schemes’ assets 62,522 54,270

All contributions with the exception of a fixed monthly contribution have now ceased Current monthly
contribution 15 £97,100 per month and 1s due to increase to £100,600 per month from June 2015
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Pension commiiments (continued)

(vn) Principal actuarial assumptions at the balance sheet date were as follows:

Rate of increase 1n salaries (%)

Annual rate of pension increases — in deferment (%)

Annual rate of pension increases - in payment (%)

Assumed hfe expectancies (in years / age) on
retirement at age 65 are
Retiring today

- Males
- Females
Retiring 1n 20 years’ time
- Males
- Females

Life expectancies are based on the following
published mortahty tables
— current pensioners

— non-pensioners

Inflation assumption - RP1 (%)
Inflation assumption - CPI (%)

Dhiscount rate for future pension habilities (%)

2014

190

290

844
866

857
880

S1PA
CMI_2013_M/F
(YOB) rated by

3 years

S1PA
CMI_2013_M/F
(YOB) rated by

3 years

300
190

360

2013

220

310

848
869

853
876

S1PA MC tables

(YOB) rated up
2 years

S1PA MC tables

(YOB) rated up
2 years

330
220

4 60

* As there are no members with benefits related to future salary progression, no assumption needs 1o be made

with regard to salary increases
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Pension commitments (continued)

(v} The major categories of assets for Metrohne and Metroline London Northern Pension Schemes
and the expected rates of return on those assets were as follows*

Long-term
rate of
return

expected at

31/12/14
%Yo
Equities 735
Bonds 240
Property 585
Cash 050

I otal market value of
assets

Present value of the
schemes® Labilities

Combined deficit in
the schemes

Percentage
of fair
Faur value of the
total
Value \
schemes
at assets
31/12/14 31/12/14
£°000 %
32025 5122
27,060 4328
3,204 513
233 037
62 522 100 00
(71,048)
(8,526)

Long-term
rate of
return

expected at
31/12/13
Yo

735
360
610
0350

Percentage
of fair
value of the
Fair
total
Value
schemes®
at assets
3/12/13 31/12/13
£000 %o
31137 37 38
20,194 37121
2,763 509
176 032
54,270 160 00
(62,718)
(8,448)

The overall weighted average expected return on schemes’ asscts at 31 December 2314 was 4 5% (2013
5 3%), net of 0 6% estimated deduction for scheme expenses The actual return on assets over the period was

17 0% (2013 12 0%)

The schemes’ assets do not directly include any of the Group®s financial instruments, nor any property
occupied by, or other assets used by the Group
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Pension commitments (continued)

(vin) History of experience gains and losses — pension schemes:

Present value of schemes liabilities

Fair value of schemes’ assets

Deficit in the schemes

Difference between the expected and
actual return on pension schemes’
assets.

Amount (£ 000s)

Percentage of pension schemes’ assets
("0}

Experience losses on pension schemes®
habilities due to membership
movement

Amount (£000s)

Percentage of the present value of the
pension schemes’ l1abilities (%)

Adjustments 1n penston schemes’
habilities due to changes 1n actuarial
assumptions

Amount (£7000s)

Percentage of the present value of the
pension schemes’ habilities (%)

Actuarial adjustments ansing during the
year

Cumulative actuarial adjustments at start
of year

Cumulative actuarial adjustments at
end of year

2014 2013 2012 2011 2010
£000 £000 £000 £'000 £000
(71,048)  (62,718) (56,419}  (56,312)  (54,093)
62,522 54,270 48,613 45,404 43,649
(8,526) (8,448) (7,806)  (10,908)  (10,444)
6,491 3,612 1,225 (699) 1,208
10% 7% 3% 2% 3%
(0 (955) 228 266 6,592
0% 15% -0 4% -0 5% -12%
(8,008) (4,362) 889 (827) (527)
1% 7% 2% 1% 1%
(1,518) (1,705) 2,342 (1,260) 7273
(7.410) (5.705) (8,047) (6,787)  (14,060)
(8,928) (7.410) (5,705) (8,047) (6,787)
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Parent undertaking and controlling party

The parent company and the controlling party of the smallest and largest group of which the company 1s a
member and for which Group accounts are prepared at the balance shect date 1s Braddell Limited, a company
incorporated in Great Britain and ComfortDelGro Corporation Limited, a company incorporated in Singapore,
respectively

Copies of these accounts can be obtained from ComfortDelGro House, 329 Edgware Road Cricklewood,
London, NW2 6JP and from 205 Braddell Road, Singapore 579701 respectively

Related party transactions

The Group has taken advantage of the exemption granted under paragraph 3{(c) of FRS 8 *Related party
disclosures’ and 1s exempt from disciosing details of related party transactions with other wholly owned Group
companies, given the fact that copies of the consolidated financial statements of ComfortDelGro Corporation
Limited are publicly available

During the year, Metroline Limited Group companies entered into the following transactions with
ComfortDelGro Group companies who are not covered by an exemption under FRS 8

Amounts owed by  Amounts due to Amounts owed by Amounts due to
related parties related parties related parties related parties
2014 2014 2013 2013
£'000 £000 £000 £000
Scottish Citylink 170 - 352 -
Coaches Limited
Westbus Coach - - 1 -
Services Limited
Computer Cab plc 2 1 38 8
Cityfleet 4 - 12 -
Networks Limited
Fhightlink - 1 - 2
International
Limited

The amounts outstanding are unsecured and will be settled in cash No guarantees have been given or received,
and no provistons have been made for doubtful debts in respect of the amounts owed by related parties

Cash flow exemption

The Group 1s a wholly-owned subsidiary of ComfortDelGro Corporation Limited and the cashflows of the
Group are included 1n the consolidated cashfiow statement of ComfortDelGro Corporation Limited
Consequently, the company 1s exempt urder FRS 1 (revised 1996) ‘Cash flow statements’ from the
requirement to prepare a cash flow statement
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Hedging and other financial mstruments

The Group recognises that management of financial risk 1s an important aspect in 1ts drive towards creating
sharcholder value [t 1s the Group’s policy not to participate 1n speculation in financial instruments

Management oversees financial nsk management and regularly reviews 1ts policy governing nsk management
practices

There has been no change to the Group’s exposure to these financial nsks or the manner in which it manages
and measures these risks

The Group manages its foreign exchange exposure by matching revenue and costs in the relevant currencies to
create a natural hedge and also through active currency management using hedging mnstruments such as
forwards and options where necessary

The Group’s primary interest rate risk relates to its borrowings The Group uses hedging instruments such as
interest rate swaps and caps, where necessary, to achieve the desired interest rate profile in 1ts effort to manage
interest rate risk The Group sometimes borrows at variable rates and uses interest rate swaps as cash flow
hedges of future interest payments which have the economic effect of converting borrowings from floating
rates to fixed rates

Fuel 15 part o1 the operating cost of the Group The Group seeks to hedge the price risk associated with 115 fuel
needs and uses hedging instruments, where necessary, to achieve the desired hedge outcome

Currency profile of financial assets and habilities

Financial assets denominated 1in US Dollars were £8,000 (2013 £52,000), the rest were denominated entirely
in Pounds Sterling

Interest rate risk profile of financial habilities at 31 December 2014-

Floating rate
financial
habilities
2014

£000

Hire purchase and finance leases 27,465
Bank loans -

27,465

The profile at 31 December 2013 for comparative purposes was as follows

Floating rate
financal
habilities
2013

£'000

Hire purchase and finance leases 37,835
Bank loans 59,801

97,636

e i
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26.

Hedging and other financaial instruments (continued)

The Group's floating rate financial hiabtlities amount to £27 465,000 (2013 £97,636,000) Various Bank Base
Rates are used as the benchmark rate in determining interest on £27 465.000 (2013 £37,835.000) 1n hire
purchase agreements which are included in total financial habilities The benchmark rate for determining

interest on the Group's remaiming floating rate financial habilities, namely bank loans of £m] (2013

£59,801,000) 1s LIBOR

Maturity of financial habilities-

The maturity of the Group's financial liabilities at 31 December 2014 was as follows

2014 2013
£000 £'000
In one year or less, or on demand 9,213 67 870
In more than one year but not morc than two 7,683 9.213
In more than two years, but not more than five 10,569 19,125
In more than five years - 1428
27.465 97.636
Fair value of financial assets and financial habilities:
Book value Fair value Book value  Fair value
2014 2014 2013 2013
£'000 £000 £000 £'000
Primary financial instruments held or 1ssued to
finance the Group's operations
Short-term financial habilities and current position of
leng-term borrowings 9,213 9,213 67,870 67,870
Long-term borrowings 18,252 18,252 29,766 29,766
27,465 27,465 97,636 97,636
Hedging instruments held
Notional Fair Value
2014 2013 2014 2013
. £'000 £'000
Intercst rate hedges GBP 20,000,000  20.000,000 2 86
Foreign currency hedges GBP 2,356,252 13,680,000 12 940
Fuel hedges MT 22,632 11,520 (3,549) 512
(3,535 (343)

The Group's hedging instruments are measured at fair value whereby future cash flows are estimated based on
contracted rates and observable forward rates at the end of the reporting period, discounted at 2 rate that

reflects the credit nisk of the various counterparties
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Hedging and other financial instruments (continued}

The Group has total sterling denominated cash assets of £10,828,000 (2013 £9,965,000) of which
£10,882,000 (2013 £9,851,000) 15 held on deposit in the UK at interest rates determined by those available on
the day of deposit

Gans and losses on hedges
I'he Group uses commodity swaps to manage its fuel cost The fair value of instruments used as hedges are not

recognised in the financial statements until the hedged position matures
Audit exemption

The following subsicharies 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 undertaking Registration number

Metroling Travel Limited 02328401
Metrohine West Limited 08401654
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