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A global business
Group at a glance

Group

National Express

The Group operates in the UK,
Spain, and North Amenca and
employs 38,000 people and
operates over 21,000 vehicles

Passengers make more than 700
million joumneys on our services
every year

Revenue

£2,125.9m

Normalised operating profit

£204.2m

Employees

38,000

(inG corporate functions)

Spain

ALSA

Our Spanish business, ALSA,
operates long distance, regional
and urban bus and coach services
across Spain and in Morocco
ALSA was acquired by National
Express in 2005, and our position
in Spain was strengthened with the
acquisition of Continental Auto In
2007 Apart from ts market-leading
position In bus and coach services,
the business also operates service
areas and other transport-

related businesses, such as

fuel distinbution

Revenue

£525.6m

Nomazlised operating profit

£86.2m

Employees

6,800

North
America

Durham School Services
Stock Transportation

Our business In North Amenca

15 focused solely on student
transportation and operates in 30 US
states and two Canadian provinces
The business operates through
medium-term contracts awarded by
local school boards to provide safe
and rehable transport for students,
and 1s the second largest pnvate
operator in North Amenca
Centralised shared services
delvered from the Ilinois head office
support local operational delivery

Revenue

£459.8m

Normalised operating profit

£36.9m

Employees

20,600




Group revenue by market

Group normalised operating profit by market

Spain 25%

North Amenca 22%
UK Bus 12%

UK Coach 11%

UK Rail 30%

UK Bus

National Express West Midlands
National Express Coventry
National Express Dundee
Midland Metro

National Express is the market leader
inthe UK's largest urban bus market
outside of London We operate more
than 1,600 vehicles and cover over
70 milkon miles per year We also run
bus services in Coventry and Dundee
and operate the Midland Metro ight
rall service between Birrmingham and
Wolverhampton

Revenue

£257.8m

Normalised operating profit

£28.3m

Employees

5,400

UK Coach

National Express Coaches
Eurolines

The Kings Ferry

Naticnal Express Coaches s the
largest operator of scheduled
coach services in the UK The
business operates high frequency
services linking over 1,000
destinations across the country,
including major crties and arrports
We are the UK partner in the
Eurclines network which serves
over 500 destinations across
Europe and North Afnica

Revenue

£250.3m

Normalised operating profit

£32.0m

Employees

1,500

Spam 40%

North America 17%
UK Bus 13%

UK Coach 15%

UK Rail 15%

UK Rail

c2c

National Express East Anglia
National Express operates two rail
franchises in the UK, both operating
in the East of England c2¢ serves
destinations between London and
South Essex National Express East
Angla serves routes out of London
and across Norfalk, Suffolk, Essex
and Cambndgeshire, including the
Stansted Express airport service

Revenue

£637.5m

Nomalised operating profit

£33.8m

Employees

3,600
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Who we are

National Express Group is a leading transport provider delivering services
in the UK, North America and Spain.

Our vision

Is to eamn the lifetime loyalty of our customers by consistently delivering
excellent value, frequent, high performing mass public transport services.

Normalised operating profit Normalised profit before tax
£204.2m... £160.5m....
Normalised margin Returmn on capital employed

9-60/0 +63% 13- 20/0+23%

Highlights of the year
¢ Normalised margin rose from 5.9% in 2009 to 9.6% in 2010

* Nommalised operating profit increased over £44 million to £204.2 million
(2009: £159.8m)

* Normalised profit before tax rose 38% to £160.5 million (2009: £116.2m)

¢ Franchise extensions secured for National Express East Anglia and c2c;
potential for future value creation in Rail

¢ UK Bus returmed to industry average margin with operating
profit up 36%

¢ Over US$30 million annualised cost savings delivered in North America;
operating profit up 44%

¢ Despite a challenging economic backdrop, Spain performed strongly
with margin and profit growth

e Dividend restored with a proposed final dividend payment of
6 pence per share




A year of progress
Chairman’s letter

| am pleased to report that 2010 has been successful on
many fronts for National Express. Following a turbulent
2009, we are rebullding a high quality business, focused
on its core operations and estabhished on a sound
financial footing.

In my statement to shareholders 12 moniths ago | stated that
our new Group Chief Executive and his management team
would be “implementing and refining our strategy — improving
margns, dnving cash and delivering selective, valus-creating
growth™ | am delighted to state that in 2010 that 1s exactly

what has been achieved With sharehaolder support, we put

n place an appropnate capital structure, aimost halving debt
since December 2008 Durng 2010 we have steadily restored
margins, stabihsed and begun to grow revenue, and started

to make targeted investment in future growth These inthatives
have generated a strong recovery in Group profitaiity, we
firished 2010 with profits nearly 15% tugher than the market's
expectations at the start of the year, delivenng an mprovement in
nomalised Group profit before tax over 2009 of over £44 milion

Much of the credit for this should go to the management team
that s now in place Smoee joining the Group in February 2010,
Dean Finch has brought clarty and operational focus throughout
the Group Our five dwvisions have strong leadership, Including
three appointments of recogrised industry leaders dunng the
year and one intermal promotion Together, the Executive has
reingorated businesses that are now positioned to leverage
therr strong positions across therr markets and to look at targeted
opportunities to achieve growth

Led by Jez Maiden, our Group Finance Director, we have
restructured the balance sheet, with two bond 1ssues that have
extended the debt matunty profile out to between 2014 and
2020, allowing management to focus on operational execution

In delvenng this iImprovement in performance, the Executive and
| have been ably supported by a strong and stable Board 1 would
Ike to thank my Board colleagues for therr advice and direction
as we have restored performance and pnde across the Group

I would particutarty like to thank Ray O'Toole, Chief Operating
Officer, who decided to retire dunng the year He has made a
tremendous contnbution to the Group over the years, first joinng
the Board in 1999, and steenng our operations through a difficutt
2009 | wish hurn well for the future

In 2009 the Board made the difficult decision to suspend the
dmdend to shareholders Recognising the retum to stabiity of
National Express and the improvement in eamings and cash
generation, the Board 1s proposing its restoration, wath a final
dmdend for 2010 of 6 pence per share, payable on 13 May 2011
to shareholders on the register on 26 Apnl 2011 The Board
believes the dwvidend should be set at a level where it 1s at least
two times covered by annual earnings and fully funded from free
cash flow It should also be sustanable and progressive going
forward We have established the intial dwdend at a level whichis
supported by the non-rail business of the Group As we continue
to Improve profitability in other businesses and rehabilitate our
posttion in the UK rail ndustry, we expect to grow the future
dividend accordingly

The Board is proposing
a final dividend of 6 pence
per share.

By the end of 2011, we expact to be delivenng at least to industry
average margins across all our businesses, with industry-leading
performance n several areas Whilst we remain focused on the
completion of this business recovery phase, we have begun

the next step of our strategy, delivenng selective expansion
through organic growth, wainning new contracts and, in due
course, secunng targeted bolt-on acquisiions  This next phase
will continue to reflect the prnciples we have established in our
recovery — we will deliver operational excellence, we will focus
on cash generation, and we wil only invest where there are clear
retums for shareholders

Finally, on behalf of the Board, | would Ike to thank our employees
for ther hard work and dedication dunng the year Ther
performance and delivery 1s emdent in the results that we report
to you here | would also thank our shareholders for the support
that they have shown in the last 15 months and the faith that

they have placed in us to achieve our recovery programme | am
confidertt that Natonal Express Group is now in a strong poston
to complete its recovery |look forward to moving on to the next
stage of our developrment

John Devaney
Chairman

24 February 2011
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Measuring success
Key performance

indicators

Financial KPIs

Underlying revenue growth in 2010

%

Spamin

North Amenca
UK Bus

UK Coach
NXEA

c2c

Growth in underiying
revenue from continuing
operatons The Group
seeks to delver selective
revenus growth in ts
businesses, where this
adds value

Normalised profit before tax
£m

A sgnificant portion of
the Group's funding 1s

provided through debt and

consequently the Group
ams to maximise profit

after dett financing cost
Normalised profit before

taxis used to measure our

performance

Operating cash generation
fm

A key chjectve of the

Group s 10 maxaimise cash

flow In ordler to generate
funds for nvestment and
shareholder dwvidends

Operating cash generation

is a measure of the
succass of converting
operating profit nto cash
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Return on capital employed
%

The Group Is targeting

to achieve a 15% pre-tax
return on captal (the ratio
of normalised operating
profit to the assets used
in the business)

Normalised basic eamings per share
pence

The matn aim of the Group
Is to maximise long-

tarm sharsholder value
Earmings per shara {"EPS")
Measures our prograss

n delvenng profit to our
shareholders

Debt gearing ratio

Debt geanng is a key
inchcator of a company's
indebtedness dming
towards a lower raho The
debt geanng ratio of net
debt to EBITDA 1s used

to evaluate the capital
structure of the Group, as
well as ensure comphance
with banking covenants




The Group is managed using a set of key

performance indicators (“KPls”) that monitor delivery

of performance improvement and ensure that
capital is allocated in a disciplined way to support
our longer term objectives.

Non-financial KPls

Mileage
000s

Passenger joumeys
000s

Spain
UK Bus
UK Coach

To maximiseé operational
efficiency, the Group
seeks to manage operated
mileage in line with
changes in passenger
numbers

Spain

UK Bus
UK Coach
UK Rall

For our UK and Spanish
busnesses, patronage Is
a key constituent of
revenug

Routes operated in North America

The number of routes
operated 15 a key driver
of revenue in the North
Armencan school bus
business

MBIAIRAQ

Lost time employee injuries
per 1,000 full-time equivalent employees

Preventable vehicle accid
per million miles

Signals passed at danger
per million train miles

Spain

North America
UK Bus

UK Coach

UK Rail

Accidents to employees
and contractors which
resutt n ime off work,

other than on the day of the
acedent tself We am to
elrminate inunes

ents

Spain |
North America !
UK Bus

UK Coach

Motor vehicle collisions
which are deemed by the
Company to have been
pravartabla by our drver
We seek to reduce this
progressvely

NXEA
c2c

Signals passed at danger
without the authonty of the
signaller in circumnstances
where tha train receved
the appropnats cautionary
signals and had sufficient
time to stop at the signal
at danger Reducing this
improves rai safety

National Express Group PLC 3




Moving forwards
Group Chief
Executive’s review

Looking at National Express today, | see a business that is
being transformed from the one that | joined at the beginning
of 2010. Twelve months ago, we set out a two year Business
Recovery programme to restore business margins. We said
that we would achieve cost reductions, restore the business
to a sound foundation and drive forward our performance

to deliver value for our shareholders.

Dean Finch
Group Chief Executive
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This is a renewed company. Our much improved financial
performance provides a platform to drive further growth,
continue targeted investment and restore a dividend.
With a clear focus on our strategy we are confident in

the year ahead.

| am pleased with the progress we have made so far.
We have:

» delivered margin improvement by embedding
cost management and operational excellence
across the Group;

= estabhished a sound financial foundation;

* continued to focus on cash generation; and

= started to make selected investment to dnive future
value creation.

We are ahead of our plan —and in 2011 we will complete our
Business Recovery programme But our plans do not stop there
Beyond improving our business to industry standards, we have a
strategy to deliver industry leading performance, orgamic growth
and, in time, new market opportunities We are leveraging our
unique geographic footpnnt across all modes of public transport,
together with our Group-wide synergies Despite the economic
challenges that we face, we are ¢creating a stronger business to
delver future value to shareholders

2010 - Delivenng margin improvement

Our focus n 2010 has been to restore margin performance
Through cost control, fare yield management and a focus on
delvenng operational excellence across the business, Group
nermalised margin rose from 5 9% In 2009 to 9 6% in 2010
Normalised operating profit ncreased over £44 million to

£204 2 millon (2009 £159 8m), white nomalised proiit before
tax rose 38% to £160 & milkon (2009 £116 2m) Excluding rail
operations, normalised profit before tax reached a record level In
2010 We are rebuilding a high quality business, uniquely focused
on public passenger transport expertise N ntematonal markets

Cost management and operational excellence

The mmediate pnonty in delivenng an improved margin has been
controling cost Our North Amencan operations have led the
way, delivering over US$30 millon of annualised cost savings by
smplifying the business, dnving operationat excellence through
local service delivery, and instiling a clear cost management
culture This has been about focusing our school bus busness
back onto basics — delivenng excellent customer service, safely,
at the nght cost A new highly expenenced North Amencan
management team has steadied the ship, ensunng that the
Business Recovery programme has remained on target and
achieving a 44% improvernent In nomalised operating profit

to US$571 million (2009 US$H39 6m} It also secured 22 new
contracts In a successful bidding season, whilst retaining over
90% of ts own contract portfolio, delivenng cost efficencies

1o budget-constraned school board customers

Span was already performing strongly as we entered 2010
Aganst a challenging domestic economic backdrop, ALSA

has achieved strong margin growth and a normalised operating
profit exceeding €100 millon (2009 €85 7m), testarrent to its
flexible and robust business mode! and the stable regulatory

emaronment Cost efficiency has drnven this improved
performance, with tower fuel costs supplemented by running 2%
fewer kiometres Spain also retumed to revenue growth — urban
mcome grew by 9%, with resllient city council revenue boosted
by a new contract n Agadrr, Morocco [ntercity revenues grew in
the fourth quarter of 2010 for the first tme since the third quarter
of 2008

Improving yield management

Dmang margin through mproved yield management has tumed
UK Bus from one of the worst performing operations in the
industry to one of the best performing within the space of

12 months Normalised operating profit ncreased 48% to

£28 3 miliron 2009 £19 1m excluding the disposed Travel
London business) By rebalancing fares between cash tickets
and travelcards, we have mproved the revenue mix and
managed the bus network more effectively We are now Investing
n new fleet Cost reduction was also a key aspect of mproved
performance in 2010 —we reduced the number of depots,
restructured pay grades and mproved engineenng efficiency
Our UK Bus business 1s an excellent asset with a strong footpnnt
't has catchment areas with high population density and
opportunittes to better meet future passenger needs With the:
management team now strengthened, | am sure we will be able
to achieve further progress

Driving margin through
improved yield management
has turned UK Bus from

one of the worst performing
operations in the industry to
one of the best performing.
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Group Chief Executive's review
continued

After strong profit growth in 2009, UK Coach consolidated s
postion N 2010 Underlying revenue grew by 3% year-on-year,
but additonal Investment saw the margin decrease, from 141%
to 12 8%, as we invested in marketing, new faciities and in tactical
promational campaigns Our strong brand and urique business
model present opportuniies to delver revenue and profit growth
over the medum term Innovation 1S key to achieving this In 2010
we rolled out telematic traffic management and driver safety
systems that will improve the passenger expenence, and dunng
2011 new systems and customer service applications will further
support financial performance A new senior management team
is dving this change

Opportuntties in Rail

Our goal n Rall has been to move beyond the difficulies of 2009
and ensure that National Express 1s positioned to participate in
profitable future rail operatons where nsks are both appropriate
and manageable We are delighted that we have secured
extensions to both of our current rail franchises, we expect to
operate National Express East Anglia untl February 2012 and
c2c until May 2013 We continue to deliver supenor customer
service and performance — c2¢ remains one of the most punctual
franchises in Bntain — whilst we are leading the Industry’s
Investment to reduce commuter overcrowding, in partnership
with the Departrment for Transport (“DfT”)

Targeting industry leading margins

Qur business mprovement plans are well underway We continue
to focus on delivenng margin improvement through recduced

cost North America 1s now achieving an 8% operating margin
and we am to achieve double digit industry-leading margins

by the end of 2011 This will be a challenge, but the highly
compettive, budget constraned market offers both issues and
opporturihes We will deliver the remaining US$10 milion of our
Business Recovery programme through the application of GPS
technology and centralised procurement Our UK Bus business
Is already delivenng an industry average margin but we wilk
continue to optimise the network and drve revenue growth to
take us towards ndustry leading performance We will deliver our
remaining business mprovement goals In 2011, to achieve strong
retumns across all our operations

Creating a higher quality business for the future

I addition to delivenng much improved margins, 2010 was also
the year in which we resolved a number of histonc legacy 1ssues
and created a platform for a higher quality business in the future
We also completed the rebulding of our capital structure —to
the extent that the Group Is seen increasingly as one of the best
financed in the secter Two bond iIssues in January 2010 and
June 2010 raised £575 milion at attractive rates, alongside a
£500 milion refinancing of our bank facility m July Conseguently,
the Group now has long-term committed funding in place until
between 2014 and 2020 In addbon, the Group has ample faciity
and covenant headroom

We have been successful In resohing a number of areas

where there has been potential for volatility in profit or in cash
generation We have negcthated a settlement of all outstanding
UK corporate tax issues wath HMRC, under which the Group will
settle £17 milllon in outstanding habilites over the next four years,
compared with a potential liability of approximatety £50 milkion
This excellent cutcome has resutted in a one-off benefit of over
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6 pence per share to non-nomalised basic eamings per share
(“‘EPS”} in 2010 We have also now closed the Group/UK Coach
pension scheme in the UK and agreed a deficit funding plan
which should see the scheme be seli-sulficient in six years We
have reached agreement with the DT under which both parties
have dropped all claims refating to the East Coast franchise exit
We have significantly reduced the Group's future exposure to seif-
insured incident costs and we have negotiated an exit settlement
from National Express' long-held shareholding in Inter-Capital and
Regional Ral Limited, which had exposed the Group to heavy
losses for many years Together, these settlements have given us
certainty over future cash commitments In addiion, In resoving
these legacy 1ssues, the Group 1s committed to minmising future
exceptonal operating costs

These actions should reduce overall future volatility and ensure
that EPS growth 1s more directty inked to operational success
and that free cash generation 1s more stable This has supported
our proposed restoration of the dwvidend, with a final payment
for 2010 of 6 pence per share fully supported by cur non-rail
eamings and free cash fiow Importantly, a foundation has been
established from which we can develop and grow the business

A framework for development

With a stronger management team in place and a clear focus on
delivenng consistent operational excellence, we are now achieving
significantly improved business performance, with better margns
and retums Dunng 2011, we will move to the next phase of our
strategy, further enhancing shareholder value creation

We are focused on three key areas of improvement

Structure — we have flattened our organisabon structure and
shortened the decision-making process, whilst embedding
clear, quanttative key performance metncs For example, the
three UK businesses now report directly to me as Group Chief
Executive, removing two previous management layers,

Investment in key development areas — we have

Invested in new talent through 20 core appointments The five
divsional heads bring over 130 years of mass public transport
expenence between them With our talent development
framework, we are building the capabiiity to manage existing
and developing operations We have specific teams now
focused on dmang down global procurement costs and
dentifying new strategic opportunities for the future, and

Culture —we are creating one common culture, with a shared
vision and values, and we have mproved our performance-
based ncentive framework

Nobody will try harder for
our customers than we do.



With a stronger management team in place and a clear
focus on delivering consistent operational excellence,
we are now achieving significantly improved business
performance, with better margins and returns.

Our vision is to earn the ifetime loyalty of our customers
by consistently delivening excellent value, frequent, high
performing mass public transport services.

We have adopted a cormmon set of values across National
Express to delver our vision

Safety — more than anything else, we value the safety of

our customers and our employees Nothing we do 15 worth
getting hurt for and we will not do anything which nsks causing
harm We have iaunched a major intermal programme, ‘Driving
Qut Harm', which is designed specifically to educate and instd
a safety-first culture at all levels and across all parts of the
Group Employee remuneration 1s now Increasingly aligned
with safety performance,

Customers — we place customers at the heart of our
business Nobody will try harder for our customers than

we do, particularty when things go wrong We are working
to mprove our customer service, for example, we are
strengthening our contact centre in Bimmingham to provide
24/7 advice to our UK Coach customers If they are stranded
or concemed about therr travel plans,

People - we behave towards all our empioyees with the
respect and dignity we expect from others We will stnve

to enable all cur people to reach ther full potential and to
gve ther best as indmvduals and in teams Our employees
arg core In enabling National Express to consistently deliver
high performing services of which we can be proud Our
new INnovation programme, ‘Make A Difference’, has
brought groups of employees from all levels of the business
together to dnve mprovement For example, cur UK Bus
‘Routes2Excellence’ scheme has combined the views of
customers, dnvers and staff to produce an innovative route
learming scheme for drivers, and

Community — we are proud to operate In many intemational
commurutes Our policies and practices will advance the
social, environmental and economic condrions of those
communities { am dehghted that our flagship coach staton

In Birmingham was the first public transport station to achieve
the BREEAM standard for ervironmental performance

A diversified international portfolic

We have a dversified portfolio of bus, coach and ral busmesses
operating n international markets Some of the key strengths of
this portfolio Include

Market leadership — in most of our markets we have strong
or exclusive postions and compete pnmanty with other forms
of transport, such as the car or plane We are market leader
In West Midlands bus and have a 60% share of the UK
scheduled coach market with our National Express brand,

Market knowledge — we have a deep understanding of and
expertise In managing regulated concessions, which provide

prce protection, service exclusmty and stability in Spain, our

long-term concessions provide an ‘order book' of 72 years,

Relationships — we have extensive expenence in managing
long-term contractual relationships In North Amenca school
bus, our contracted order book is 4 1 years,

Quality international assets - National Express uniquely
benefits from a balanced exposure to the UK, Spain and
North Amenca, In bus, coach and ral This portfolio provides
a balance — economic growth, political evironment and
regulation can all vary For example, recent uncertainty

over UK govemment funding n UK Bus has been offset by
benefits n our Spanish and North Amenca businesses These
high quality assets offer access to many mass trangport
opportuniies, as many countnes move to liberalise ther
markets, and

Cash generation — our businesses balance cash generation
with capital investment Whilst North Amenca school bus 1s
capital intensive, for example, UK Rail uses limited capital

We are able to reinvest surplus cash in areas that generate
hrgher retums

Strategy
Our strategy wilt develop the unique atinbutes of this business
portfolio In three stages

1 Margin growth — we will continue what we have started —
margin growth n the existing business through an unceasing
focus on revenue and cost managerment

* Revenue management —we will continue to optimise yield
management {for example, n UK Bus and Coach), create
new services and ways to access the market, and focus
on bulding customer retention, and

s Cost management — we will elminate urnecessary
operating costs, cptimise our route networks, dnve better
procurement, remove UnNecessary management layers
and utlise technology to improve efficiency

2 Organic growth - we will target volume growth in our
existing markets, by offenng better products and services
which our customers want to buy and by winning new bid
opportunities across our bus, coach and ral markets We
have retumed to undertying growtn n Spain, where there are
also a number of new bid opportunittes We believe we can
grow the UK Coach business and we will seek to participate
In profitable future UK Ral operations under the new, longer
term franchising regme,

3 Bolt-on acquisttions - cver ime we will target cpportunities
to acquire operators which fit with our existing businesses
In the same modes and geographies, and which quickly
add scale and synergies to the existing operations We wall
apply stict retum cntena to ensure that any acquisition adds
shareholder value For example, in December 2010, we
completed a US$13 3 million bolt-on school bus acquistion
in New Jersey, USA, which offers strong geographic fit to our
existing adjacent operations

National Express Group PLC
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Group Chief Executive’s review
continued

In the longer term, we will look at selected opportunities to grow
N both existing and new geographies and take advantage of
Iberalisation and continued privatisaton of mass public transport
markets Our expenence in different regulatory regmes coutd
allow ncreasing value creation as Continental European and
other markets are opened up to competiton We have set up a
small Commercial Development team wath significant intemational
public transport expenence to explore such opportunties We
will undertake any such expansion In a measured way and only
where we bnng clear competence and expertise to leverage the
opportunity, adopting a disciphned approach to capial allocation
and a clear ‘Retum on Capital’ model to ensure shareholder
retums are delivered

In delivenng our strategy, we will focus on achieving supenor long-
term returns on investments N excess of our cost of capital The
Group’s pre-tax retum on capital emploved ("ROCE") increased in
2010 10 13 2% {2009 107%) and we are targeting to improve this
t0 15%

Our strategy will be buit around offenng excellent value for money
prices, frequent services and pleasng our custormers To our bus,
coach and ral customers, excellent pnces must be a comerstone of
our strategy and therefore our cost base must be lean Through cur
unique market postion and by ensunng that nobody tnes harder

for our custormers, | believe we have excellent opportuntties to dave
value creation and deliver strong retums for our shareholders

Excellent opportunities
to drive value creation.

Outlook

Following our strong performance in 2010, we have continued to
see good margin progression and revenue growth inte 2011 Cur
cost improvement plans are proceeding, with particular focus on
North Amenca and UK Bus, and investment in improved customer
serces in UK Coach 1s now underway Spain continues to deliver
a strong performance, with imited adverss impact from the
domestc economy, and mproving volumes in Intercty travel

UK Rail 1s performing as expected and we wall strive to renew

the East Anglia franchise when it i1s tendered later this year

2011 will bnng a number of challenges, with tough economic
and fiscal condiions prevaiing in most markets Increased fuel
duty and reduced concessionary income in the UK 1s expected
to impact us by a net £10 milion per annum from late 2011
orwards We are developing plans to offset this adverse effect
We are hedged for fuel usage through 2011 and beyond With
the foundation firmly in place and a clear focus on delivenng our
sirategy, we expect to continue to perform well dunng the year
ahead, whilst bulding for future growth
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Operating cash
generation remained
strong and represents
109% profit conversion.

Montrtoring our business

The Group 1s managed using a set of key performance ndicators
that monitor delvery of performance improvement and ensure
that capital s allocated in a disciplined way to support our longer
term objectives The KPIs are set out on pages 2-3

2010 saw postive progress in all but two of our financial KPls
Undertying revenue growth retumed in most businesses, despite
reducing mileage operated in several businesses, and should
improve as the Group targets organic growth from mproving
economic conditions  Strong growth n normalised profit before
tax reflected the delivery of margn improvement Normalised
basic EPS declined, however, due to the partial mpact on 2009
EPS of the Rights issue

Cash generation 1s a key chjectve for the Group Qperating

cash generation remamed strong and represents 109% profit
conversion, building on 2009, when low investment and ong-off
working capral reductions drove a very strong cash performance
As aresult of better profitabiity and cash generation, the Group’s
debt geanng ratio continues to improve, achieving 2 1 times debt
n 2010

Our non-financial KPIs provide key passenger, network and safety
measures The total mileage operated continued to reduce whilst
passenger numbers across most divisions increased, improving
our operating etfficlency and ervironmental impact Similardy,

we grew the number of routes we operate in North Amenca,
IMDrovINgG revenue

Cur employee lost time inury rate iImproved or was broadly
unchanged across our different businesses and, in rail
operations, the number of signals passed at danger declined
The number of preventable vehicle accidents also improved
Further improvement in our safety record i a pnonty and 1s the
focus for our new 'Dmang Out Hamy' programime

Further information on cur financtal KPIs is set out In the
Performance and Financial Review

Dean Finch

Group Chief Executive

24 February 2011




A clear vision
Driving success

Our vision is to earn the lifetime loyalty of our customers by
consistently delivering excellent value, frequent, high performing
mass public transport services.

Our diversified portfolio has key strengths:

Market leadership Quality international assets

In most of our markets we have strong we uniquely benefit from a balanced

or exclusive positions exposure to regions and modes of
Market knowledge transport

we have a deep understanding of Cash generation

and expertise In managing regulated our businesses balance cash generation
concessions with caprttal Investment

Relationships

we have extensive expenence In
managing long-term contractual
relationships

Our strategy will develop the unique attributes of this business
portfolio in three stages:

Margin growth Bolt-on acquisitions

through an unceasing focus on revenue by targeting opportunities to acquire
and cost management operators which fit with our existing
Organic growth businesses

by offenng better products and services
and by winning new bid opportunities

Take a look at how we are bringing this vision to life in the places
where our journey takes us...

National Express Group PLC
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Spain

Revenue

£525.6m

Normalised operating profit

£86.2m

Revenue for Spain was £525.6 million (2009:
£546.8m) and normalised operating profit was
£86.2 million (2009: £76.5m). In local currency,
revenue was €612.7 million (2009: €612.9m) and
normalised operating profit was €100.5 million
(2009: €85.7m).

10 National Express Group PLC




Market overview

Overview of Spamish market
Market size

€3.5bn

Regulated bus market and intercity
coach revenues

Concessions

161

ALSA has 140 long distance and regional
coach concessions, 20 urban bus contracts
and one other concession

Market composrhion

* Leading position n a highly fragmented
market in both Intercity coach and urban
bus segments

Market trends

« After strong growth reflecting domeshc
economic expansion, 2009 and 2010 have
seen a declining market, due to falling
GDP and competrhon from aw/rail

* Urban bus has remained resllient

Market features

* Regulated and highly segmented market,
with three levels of regulator: central
(long distance coach), regional {regional
coach) and city (urban bus)

* Each concession is exclusive to the
aperator, who must be highly flexible
to changing demand

Customers
= Urban: all ages, work and study, multiple
tnps per week

* Intercity- mostly young people, few tnps per
year; for leisure, visiing family; on regional
services also work and study

Competrion

* Strong Intercity competrhon from low cost
air and high speed rall

* Concessions are competriively tendered,
typically every ten years

Labour

* Relatively ngid labour market despite
austertty impact

National Express Group PLC
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Overall performance

The ALSA business proved dunng 2010 that it 1s robust,
fleeable and sustainable, defying tough economic condions In
Spain to produce a good increase In margn, on flat undertying
revenue Revenue trends were much better n companson to
the sharp falls of 2009, set against a backdrop of sight GDP
declne and high unemployment in Spain, the latter remaining
at around 20% in 2010

The ALSA business proved
during 2010 that it is robust,
flexible and sustainable,
defying tough economic
conditions in Spain.

Revenue in local cumency was broadly flat at €612 7 million
{2009 €612 9m, in Sterling terms, 2010 £525 6m, 2009

£548 8m) Revenue in Urban bus grew strongly, whilst the
Intercity coach business decined for much of the year but

saw a positive trend in the final quarter On cument performance,
we expect a slow but steady Improverment in revenue
Normalised operating profit was €100 5 milion, a 17% ncrease
from €85 7 miflon in 2009 (in Sterling terms, 2010 £86 2m,
2009 £76 5m} improved operational efficiencies from
reduced mileage operated drove the margin increase,

together with reduced fuel pnces

12  National Express Group PLC

Driving revenue

In Intercity coach, underlying revenue decreased by 3%,

with yield down by 1% and annual passenger volumes 2%
lower Revenue trends improved progressively throughout
the year, exiing 2010 1n growth The competitive position also
mproved for ALSA dunng 2010, since mid-year the national
raitlway operator has had to comply with new EU regulaton on
subsidhes of public services Some of ALSA's long distance
and regional senvices have seen an improvement in volume
as aresult Revenue remained depressed in Astunas and the
Mediterranean area, whilst there has been some recovery In
passenger traffic in much of the rest of Spain

Urban underying revenue growth of 9% reflected both
patronage and yield growth Strong growth was seen n
suburban Madnd services Our new €16 million per annum
revenue contract to operate urban buses in Agadir, Morocco
started up successfully In September 2010 By mid 2011, the
current fleet of 80 buses will have expanded to 160 buses
COverall, urban contracts have seen Iittle or no impact from the
public austenty measures in Span, with most cities retaining
solid contracted revenues and only marginal softness in
tendered and weekend services

Revenue in ancillary areas, such as motorway service stahions,
remaned depressed, whilst fuel distnbution volumes increasad
as the recession eased

Managing costs

The overall mprovernent in margin was drven by continued

excelent ongoing cost cortral Lower hedged fue! pnces

benefited the year by €12 mifion, supplemented by Improving

network efficiency m the kong distance coach business

Investment in mantenance mprovernent reduced costs by over

€1 milion Strong credit control alse saw a reducten in doubtful ,
recenvables, with council debt management a key focus

A good safety performance saw an 8% reduction in the
overall accident rate in 2010 and helped reduce insurance and
vehicle maintenance costs With a focus dunng the year on
Improving drnver fraining, monitonng and review, there was a
50% reduction in the accident rate of drvers identfied to have
a hgher nsk profile




Developing opportunities

In addition to the major Agadir contract, Morocco remained

a key dnver of growth, with ALSA adding a tounst transport
concession N Marrakech to the existing urban operation

The intemational coach business camed an extra 20,000
passengers as the Icelandic volcana shut down much of
Europe's ar travel, this has alsc prowided a longer term benefit
to the Image of coach fravel In Spain and to ALSA, in particular

ALSA launched an upgraded website dunng the year and now
generates 25% of revenue through this channel, despite lower
domestic penetration of the iIntemet ALSA has also pioneered
the use of sociad media sites to generate customer interest,
while its loyalty programme brought 160,000 new customers
to the BusPlus card With over 400,000 members of the
scheme, customers benefit from booking prionty and flexible
travel, and it allows ALSA 10 increase the sophistication and
targeting of its sales and marketing investment Meanwhile,
the executve Supra class coach senice continues o be
extended, with successful launches in Andalucia and on

the Madnd to Barcelona route

ALSA contnues to lead in technological development and
envrcnmental management of its services, with 100% of
the fleet now operating on a diesel/iodiese! mix, and hybnd
vehicles being introduced into urban transport services
alongside some LPG vehicles

We expect the economy in Spain to remain challenging in

2011 but, in the absence of further negative impacts to GDP
and unemployment, ALSA should benefit from some organic
revenue growth and new tender opportunities With very few
contracts and concessions due for renewal dunng 2011, ALSA
will continue o dnve cost efficiency, utiise Group procurement
scale and manage services to match closely customer needs

We believe that the regulated concession model where private
operating companies are involved, and m which ALSA 1s the
leading player, will be attractive to other European markets

as lberahsation develops, and we expect to be able to
leverage ALSA's expertise in selected international tenders
and boit-on opportunities

Business model

ALSA s the largest private operator of buses and coaches
in Span, with a strong posttion in the Intercrty coach market
and inurban bus [ts markets are regulated and supported
by long-term concession agreements that provide exclugive
nghts to operate routes Concessions run for 10 to 15

years on average and favour high performing incumbents,
resulting w low contract chum ALSA's portfolio provides

a balance between long distance coach operations,

which receve no subsidy and take revenue nsk in retum

for flexibility over the number of services operated and

a regulated maximum fare, regional coach operations
which may be subsidised by the autonomous regions,

and urban bus operations under which city councils
contract for heavily subsidised services, usually without
revenue nsk to the operator This stable model benefits
from sigruficant politcal consensus, with public transport
seen as essential public service in Spain There has been
flexibility on both sides of concessions, given recent difficult
econcmic conditions, which reflects the ¢lose partnership
and relationships between the operator and regulatory
authorties Exclusmty results m competition being mostly
intermadal, 1e wath rall, low cost arines and the car

ALSA is the largest private
operator of buses and
coaches in Spain.

National Express Group PLC
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North America

Revenue

£459.8m

Normalised operating profit

£36.9m

Revenue for North America was £459.8 million
(2009: £444.5m) and normalised operating profit
was £36.9 million (2009: £25.3m). In local currency,
revenue was US$712.1 million (2009: US$695.0m)
and normalised operating profit was US$57.1 million
(2009: US$39.6m).
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arket overview

Overview of North American market
Market size

531,000

+ Total school bus market in North Amenca
represented by 531,000 routes

¢ 32% 1s outsourced; 68% remamns in-house

National Express market share

14,289

* National Express operates 14,289 regular routes

Market composition
* Top 5 players operate approxxmately
90,000 routes

* 40 compames operate 200+ buses; rest of
market spiit between around 4,000 players

Market trends

= Growth over past decade dnven by CPI,
conversion rate (to outsourced) and
population growth

Market features

* Local relationships and service
delivery important

Customers

* Customers are local school boards,
funded largely by property taxation

* Transport is a significant part of local
education spending
Competrhion

= Bigger players have access to capital,
geographical reach and some scale
advantages

* Potential for some market consolidation

Labour

¢ Tradihonally part-time workforce
* 30% of National Express staff unionised

National Express Group PLC
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Overall performance

Cur North Amencan operations made significant progress

in 2010 in delvenng the Business Recovery programme
Retaming only the beneficial parts of the premous
transformation project, the business refocused on delivenng
consistent customer service to its school board custormers
from a lean, efficient cost base Under new management,
most parts of the business have had to be overhauled and
this 1s stll work in progress  However, over US$30 million of
annualised cost have been removed smce 2009 and a number
of new contracts have been secured with customers The
North Amencan business 1s well on the road to recovery and
1s targeting best-in-class industry performance This market,
with its longer term contracts and assocated low revenue nsk,
remains attractive for future organic and bolt-on growth

Revenue of US$712 1 million was 2% up on pnor year
(2009 US$H695 0m, In Sterling terms, 2010 £459 8m,

2009 £444 5m) However, this reflected a 3% decline in

the first half of the year, due to bid losses for the 2009/10
academic year, followed by strong growth in the second
half with good success in secunng new contracts
Nomalised operating profit increased to US$571 milbon, an
increase of 44% on 2009 (2009 US$39 6m, in Sterling terms,
2010 £369m, 2009 £25 3m) Operating margn improved
1o 8 0% (2009 5 7%), we are targeting to reach double digt,
industry-leading levels by the end of 2011

Our North American
operations made significant
progress in 2010 in
delivering the Business
Recovery programme.

National Express Group PLC

Dnving revenue

The 2010/11 bid season was highly successful — with a gross
ncrease of 11% in new routes leading to an increase of over
700 routes on a net basis, 5% of total revenue With strong
local relationships and access to necessary caprtal investment,
National Express secured 19 new contracts from competitors
at a simiar margin profile to the existing book of business

In addition, three contracts were secured as Comensions

from in-house school board operations  This outsourcng is a
posiive trend, representing real market growth, and reflects the
budgetary pressures on school boards and the improvernents
N service and efficiency that we can offer This area will be a
key target for future growth, although a natural conservatsm
amongst public sector bodies s ikely to make this a longer term
process We also saw slowing of recent declines in argarnic
volumes from existing contract customers, with no significant
change in school populations or ike-for-lke route mileage
Managing costs

Over US$25 milion of actual in-year savings were delivered in
2010 as part of the targeted US$40 milkon Business Recovery
cost saving programme  Double running costs, brought about
by duplicating field-based and corporate actvities, were
eliminated, by returning responsibility for customer delivery to
local teams Two of the three corporate offices were closed

in Apnl and management of the business consolidated In
Chicago The replacement of a matnx management structure
by a flatter, directly managed organisation led to substantial
overhead cost savings and a more responsive decision-
making approach The exceptronal cost of secunng these
savings and of wnting off unproductive nvestment in pnor
years 1S now complete

Bulding on better control ntroduced in 2008, dnver wages
improved by a further Q 5% of revenue in 2010 Fuel costs
benefited by US$13 mullion in 2010 from lower pnced hedges
This was partly offset by higher insurance costs, due to
increased premia and provisioning to reflect the nsing legal
costs of clams




Most new contracts in the school bus business require

the prowvision of new buses As a result, capital investrment,
primarly In fleet, ncreased to US$126 3 milion in 2010 (2009
US$H38 3rm) However, the Business Recovery project delivered
a thorough overhaul of fleet management systems which will
see the improved cascading of buses around the country to
maximise retums in this capital intensive business  In addition,
almost 2,000 existing buses were removed from the flogt,
reducing the proportion of ‘spare’ vehicles from over 20%

to 11% and drving improved efficiency In fleet maintenance,
vehicle icensing and storage costs

Developing opportunrties

Safety 1s paramount in the school bus industry and 2010 saw
new management target improvements in accidents, injunes
and child safety Lost Time Imury rates decreased by 26%
This continued focus will ensure a better service 1s delivered
to customers, insurance and legal costs are reduced and
fewer employees are at nsk of Injury

We are targeting to complete our two year margin
improvemnent plan in North Amenca by the end of 2011
Delivenng the remaining US$10 million of annuaksed cost
savings will be key Improving fleet management will remain a
prionty in 2011 with the progressive roll out of GPS systems
This will be combined with an improved procurement process,
targeting flest nvestment and parts savngs

We are maintaining a high rate of contract retention to reduce
churn, with margin discipline maintaned Nevertheless, the
challengng market conditions, with their pressure on school
board transport budgets, provide opportunity and we will
continue to seek conversion of existing in-sourced school
toard contracts

Woe have completed our first bolt-on acquistion for some time,
acquinng a privately owned 200 bus operation in New Jarsey
which has a strong geographic fit with our existng operations,
and we will continue to explore such opportunites With a
strengthened management team substantially in place, we
are confident that this busingss has both revenue and margn
growth opportunity for the future

MBIADI SSaUISNg

Business model

In North Amenca, the Group's operations are camed out
by our subsichanes, Durham Schoal Services and Stock
Transportation Together, they are the second largest
private operator The outsourced (pnvate operator) market 1s
only around one third of the total, with the remainder being
in-sourced, that 1s, owned and run by the school boards
themselves The cutsourced market 1s highly fragmented
with an estimated 4,000 small operators around the
country Contracts typically run from three to five years
and contract chum tends to be low Additionally, once
won, operators tend to face almost no revenus nsk over
the Iife of a contract Scale I1s beneficial but not overarching
— economies can be achieved through procurement,
centralisaton of administration and business development
Access to caprtal 1S key as most new contracts require
iInvestment in new buses and asset utlisation 1s lower,

due to the part tme usage of these specialised vehicles

We are confident that

this business has both
revenue and margin growth
opportunity for the future.

National Express Group PLC 17




UK Bus

Revenue

£257.8m

Normalised operating profit

£28.3m

Revenue for UK Bus was £257.8 million (2009:
£293.9m) and normalised operating profit was
£28.3 million (2009: £20.8m).

18 National Express Group PLC




Market overview

Overview of UK Bus market
Market size

£4.8bn

* 97% is privatised

National Express market share

1,600

* 1,600 buses operated in the fleet
* Focused on the West Midlands market

Market composrhion
* Largest five operators represent around
70% of the UK market

* The remainder 1s made up of a large number
of pnvate operators

Market trends

» Short term economic pressures; longer
term urban regeneration opportunities

» Stable patronage outside of London over
past decade

* Patential for growth from bus being more
environmentally friendly than the car

Market features

* Pnmarily deregulated market but with
strong vehicle operaton and scheduling
regulatory oversight

* Low barmers to entry - flexibility
of operations 1s key

Customers

* Over 90% of West Midlands network s
commercial; remainder mostly public
service tenders

* Around three quarters of revenue from
passengers with remainder concessionary

Competrtion

* Active competition from international,
natonal and local operators

Labour

¢ Good industrial relations through
longstanding local agreements with
trade unions

National Express Group PLC
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Overall performance

The UK Bus business delvered a strong performance in 2010,
returning to an Industry average margin after a pencd of weak
profitability Cost control improved markedly and better fare
and network management was combined with a commitment
to invest in new fleet across the core operation

Revenue in UK Bus was £257 8 milion (2008 £293 9m)
Excluding revenue from the Travel London aperation, which was
sold in June 2009, underlying revenue was broadly flat vear-
on-year This was a good performance given a 4% decline in
network mieage to Improve operating efficiency Prices rose

by 4% as the fare basket was realigned in June 2010
Nomnalised operating profit, after sinpping out the lower
margin Travel London resuits from 20089, increased by 48%

to £28 3 mifion (2009 £20 8m ncluding £1 7m from Travel
London) Operating margin was 11 0% (2009 71%}and s
now conaistent with the Industry average, hawving reached

this target significantly ahead of schedule

The UK Bus business
delivered a strong
performance in 2010,
returning to an industry
average margin after a
period of weak profitability.
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Dnving revenue

Fare adustrments dunng the surmmer of 2010 delvered a
rebalancing of the fare basket This ensured appropnate
incremental poumey pncing, whilst drving more efficient
network usage Whilst cash single fares remained unchanged,
the pricing of travelcards, which account for 50% of revenues,
was increased 1o better match journey demand with supply

Fassenger volumes remained subdued, down 4% dunng the
year, reflecting lower levels of economic actvity in both the
West Midiands and Dundee regions More targeted marketing,
together with additional measures to encourage travel, should
Improve growth in the bus business, whilst enhancing margins
further Workang with Centro, the local integrated transport
executive, we are mvesting in 600 buses over the next five years,
which will dnve capacity and, we expect, patronage on the core
network We are also investing in hybnd buses as part of our
commitrment to greener vehicles and to promote greater use

of rore emaronmentally fnendly public transport over the car

2010 also saw delivery of new benefits for cash-constramed
custommers The website was overhauled to prowde easier
access to route and tmetable information, along wath &

mohbile version for customers on the move It 18 now easier for
customers to purchase tickets on-ling, which 1s proving very
popular, and this facility has been extended to include Dundee
travelcards Live information updates helped passengers
dunng the worst of December’s weather, with nearty 60,000
wisits received on a single day




Managing costs

Dunng 2010, the business made strong progress In addressing
the issues that led to earler margn decline The network was
reassessed to match capacty to demand, with services and
frequencies adjusted to add capacty to the high demand
comdors As a consequence, average revenue per jJourmney
increased and fuel efficiency improved, adding to a £3 million
fuel benefit Following a review of depot footpnnt, one facity
was Closed, reducing costs by over £2 million per annum,

and driver wages were restructured, to help address some

of the highest costs in the ndustry which had resulted from

a previous three-year pay agreement In addibon, a new two
year wage agreement has been reached in the West Midiands
which will see pay nse by 2% per annum from Qctober 2010

National Express West
Midlands is the market
leader in the largest
single urban network in
the deregulated market
outside of London.

The Midland Metro tram service made a profit dunng the
year for only the second tme since its incepbon and achieved
outstanding service — over 59% rehability and 98 5% punctualty

Developing opportunities

in October 2010, in its Comprehensive Spending Review
{“CBR™, the UK Govermment announced a reduction of 20%
in the Bus Service Operators Grant (*“BSOG") from Apnl 2012,
together with a review of the concessionary rembursement
scheme and a cut in local funding for transport We estimate
the adverse impact from BSOG to be approximately

£4 milion for 2012 and £5 million in a full year We have

made our submussions 1o the Competiion Comrmission review
of the UK Bus industry and awat its report, due later n 2011

We continue to roll out a package of revenue enhancing and
cost reduction improvernents under the leadership of our
new UK Bus Managing Director We are supporting our flest
Investment programme with a campaign to address antrsocial
behawviour, provide more real-tme information to passengers
and start to utiise benefits from our new smart card system
that was infroduced dunng 2010 Our on-board Traffilog
systemn will be used to reduce fuel costs and engender safer
dnving behawvicurs A ‘Lean’ engineenng pilot will be extended
across all depots and 1s targeted 1o reduce engneenng costs,
increase fieet avalabiity by reducing tme off the read and
decrease the total size of the fieet

Whilst the economic outlook and unemployment n our
regions remain challenging, the quality of our UK Bus business
1s high and the urban density of our customer base offers an
attractive platform for mproving service and dnving stronger
performance We do not anticipate a matenal impact from
recent government cuts We have targeted delivery of margin
improvements towards industry-leading levels in the medium
term through investment in new buses and new technology,
as well as by secunng procurement and engineenng savings

Business model

National Express West Midlands i1s the market leader

In the largest single urban network in the deregulated
market outside of London In this competrive envronment,
our business can use its scale benefits and infrastructure
to operate a region-wide core network, delivenng a reliable,
affordable service for our customers Whilst our regional
market share is nearly 80%, there 1s particularty strong
competition from a number of operators on high

vaolume routes

Nattonal Express Group PLC
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UK Coach

Revenue

£250.3m

Normalised operating profit

£32.0m

Revenue for UK Coach was £250.3 million
(2009: £242.9m) and normalised operating profit
was £32.0 million (2009: £34.3m).
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Overview of UK Coach market
Market size

£300m

of contested revenues in the scheduled coach
market (almost all pnvatised)

Natonal Express market share

1,000

¢ Over 1,000 destinations served

+ National Express 1s the UK scheduled
coach market leader

Market composition
« National Express has the only nationwide
network of services

* Other competitors tend to focus on regions
or comdors

Market trends

* Revenue growth through the recession,
refleching value and convenience of coach

* Some pnce competrbon from rail and car

Market overview

Market features

* Highly deregulated market

* Customer safety and disabilty access
supported by regulaton

* Operators able to compete rapidly on
selected routes

Customers
* Customer satisfaction important in driving
longer term loyalty

* Forthcoming rail fare mcreases should
make coach increasingly attractive

Competition
* Selective competrion from large bus
operators and localised services

Labour

» Qutsourced model, using third party
operators for 80% of services

* Consistent service and behaviour standards
across all operators

National Express Group PLC
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Overall performance

After a record profit n 2009, the UK Coach business
consolidated its posttion this year Although greater nvestment
N marketing, new faciites and services reduced operating
margin by just over one percentage point, the business
continues to lead its market and has, under new management,
completed a review 1o identify future opportunities to build this
exciting network and brand

Overall revenue grew 3% in 2010 to £250 3 milion (2009

£2242 9rm), with underlying revenue in the Express coach
business also up 3% Despite the highly competitive pricing
emargnment, as many rail companies continue to heavily
discount fares, vields in Express coaches improved by 1%
and undertying volume increased by 2% The division also saw
good growth in The Kings Ferry commuter-hire operation and
from BEurctines

Normalised operating profit decreased slightly dunng the
year, from £34 3 milion in 2009 to £32 0 million n 2010 The
operating margin was 12 8% (2009 14 1%) This reflected an
increase in scheduled operating costs, Including fuel costs
for third party operators However, the key dnvers were an
increase In marketing expenditure, investment n new facilities
{including the state-of-the-art Birmingham Coach Station,
which opened in December 2008) and tactical campagns

to defend aggressive competition and successfully retan

our leading market share

Dnwving revenue

The National Express scheduled business enjoyed a strong
recovery in arport traffic dunng 2010, offsetting some cross-
country weakness Customer access continued to improve

in 2010 — the websrte, which now accounts for over 50% of
passenger revenue booking, was relaunched in Septernber
Customers tell us that coach station faciliies are Important to
them, in addibon to Birmingham, new stations were opened at
Mitton Keynes, Swansea, Derby and Blackpool, all significantly
improving passenger expenence In addiion, staton faciiies
at Manchester, Leeds and Liverpool were all refurbished

National Express Group PLC

The Hotel Hoppa service and The Kings Ferry also saw

growth, the latter ncluding hugh profile executive contracts

for foctball clubs and poliicians  Eurolines had a strong 2010;
following the Icelandic volcano eruption in Apnl, 28,000

people were repatnated to the UK from continental Europe
dunng the affected penod The value offered and ease of use
demonstrated by Eurolines dunng this penod have helped it gain
many new customers and this business will provide a platform
to support the Group's planned expansion as continental
European countnes liberalise ther domestic markets

The UK Coach dvision benefited from a number of contract
based projects dunng the year At Gatwick Airport, National
Express provided the nter-terminal monoral replacement
service through most of 2010 Qur co-ordination of pilgnm
transport for the papal wistt to Birmingham, as well as the
ongoing partnership with a number of music festivals,
contnbuted to overall performance Cffsetting this, the mpact of
Network Rall's reduced engineenng programme dunng the year
was seen in lower actty n our Rall Replacement business
Managing costs

The dmision’s flexible cost base structure continued to benefit
cost management With around 80% of services run by third
party operators under long-term contracts, capacity was
successiully flexed to meet changing customer requirements,
and under-performing operators were replaced without
interruption to service The bus-based, real-tme information
system called Trafflog has been extended to UK Coach and
15 already mproving fuel efficiency, providing improved route
planruing and helping to assess drmving standards The fitting
of automatic alcohol testing to all express coaches provides
a further safety feature




Developing opportunrties

The Coach division has been substantially overhauled n 2010,
with a new management tearmn recruted from the transport and
consumer goods sectors The Express coach business has
been reorgarised around its key segments - Airports, Long
Distance, Mult-hopper and Short Distance This will ensure a
sharper focus, create new joumey cpportunites and improve
revenue management The dmsion will continue to extend its
apphication of new systerns, with a new booking platform being
developed in conunchion with the ALSA sister business in Spain
and better yield management support under development
Innovation 15 a major area of focus On-board coach tracking
was tnalled dunng 2010 and will be fitted to all coaches by
March 2011 Thisis already providing operational benefits to
re-route coaches caught in traffic congestion and 1s providing
customer benefits on the key Stansted-London route, where it
1s used to ensure customers always find a coach on stand for
this 'tumn up and travel’ service Dunng 2011, new apphications
will deliver more real time information to customers through
formation screens, ntermet and mobile channels

Qur Airports business has renewed 1ts five year contract with
BAA to operate Heathrow Central Bus Station, leading to
additional nvestment and services at this key network hub

We expect ather arport contract and ral replacement business
to reman at current levels The UK government's CSR also
abolished the funding of the half pnce over-60s concessionary
coach travel scheme from October 2011 This was worth

£14 milion to National Express n 2010 Through mitigating
actions we consider approximately £5 mulion of this to be at nsk

Through the improved targeting avariable via better customer
segmentation, we expect to make steady progress in the
development of new services, allowing us to Increase
customer retention and frequency of travel We expect to
achieve significant gains from our programmes in the medium
term and further develop the strength of the National Express
coach brand Dramatically higher rail pncing in future years,
together with the retendenng of majer ral franchises and

the commensurate mpact likely on the profitability of rail
competitors, should provide further opportunities for the
Coach dwision to leverage ts unique network and value-
onentated customer proposition

Business model

National Express 15 a national coach network, offenng great
value and accessible travel to alt It s the only scheduled
national coach network in the UK and the largest in Europe,
running 500 coaches a day serving over 1,000 domestic
destinations With 70% unprompted brand recognition,

the Natonal Express coach business benefits from its
integrated network and scale, which is bullt on a flexible,
outsourced busmness model, where third party providers
supply 80% of the coaches With competitors focused on
point-to-point services with imited infrastructure, the Group
aims to leverage the breadth and interconnectvity of the
network to drive growth in the future

National Express is the
only scheduled national
coach network in the UK
and the largest in Europe,
running 500 coaches

a day serving over 1,000
domestic destinations.
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UK Raill

Revenue

£637.5m

Normalised operating profit

£33.8m

Revenue for the UK Rail division was £637.5 million
(2009: £1,190.5m) and normalised operating profit
was £33.8 million (2009: £12.0m).
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Market overview

Overview of UK Rail market
Market size

£6bn

of contested franchise revenues over next five
years (based upon hkely pipeline of franchises)

Natonal Express market share

2 franchises

* National Express operates two UK rail
franchises: NXEA and c2c¢

*» This represents approximately 9%
of UK franchise market

Market composrttion

* Top four players have around 70%
of the market

¢ 19 UK franchises in total

Market trends

* Growth over past decade dnven by
passenger volumes

* Market highly dependent on job market
and GDP

= Fares will increase by 10% in real terms
over next three years

Market features

* Regulatory environment expected to
change, with longer franchises and
increased operator autonomy

* Highly regulated qualfication and
operational processes
Customers

* Customer numbers have nsen desprte
increase in proportion of rall costs borne
by the passenger

Competiion

+ Increased international bid interest
m UK franchises

= Limited ‘open access’ operators

Labour

* Relationships are managed withun each
franchise, with high union representation

National Express Group PLC
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Overall performance

After the difficutties of 2009, 2010 saw a steady rehabilitabon
of the Group in the UK rail ndustry With a strong operational
performance across its two rail franchises, both have now
been extended by the DIT - ¢c2¢ will run untl November 2012
or May 2013 (at the DfT's option) and National Express East
Angla ("NXEA”) will operate until February 2012 The Group
will actively bid to secure the new ¢2c franchise when
tendered, to build on the record-breaking punctuality delivered
In 2010, together with the proposed 18 month extension to
late 2013 of NXEA National Express 1s now positioned to
participate in profitable future rall operations where nsks are
both appropnate and manageable

Revenue n 2010 was £637 5 million (2009 £1,190 5m),
significantty down on the pnor year reflecting the hand-back
of the loss-making East Coast franchise In Novernber 2009
Undertying revenue grew by 3%, dnven by strong growth m
passenger numbers in the second half of the year Severe
weather at the beginning and end of the year had lirruted
impact, both services recovered operational performance
quickly through the dedicated efforts of the entire workforce
NXEA remains in 80% revenue support from the DIT

Nomalised operating profit improved strongly to
£33 8 milion (2009 £12 0m) Contnued cost control
cormbined with Improving revenue drove operating
margin 4 3 percentage points higher, to 5 3%

National Express Group PLC

Dnving revenue

As regulated prices reduced shghtly in January 2010,
undertying passenger volumes have increased by 4% An
improving Central London employment market helped c2c

in particular and the extension of the Oyster card to suburban
rall improved revenue ¢2¢ also successfully grew its leisure
patronage and its consistently outstanding relability, achieving
punctualty m August of 98 8%, boosted revenues The
franchise also recorded ns best ever customer satisfaction
results, reaching 91% in both the Spnng and Autumn
Passenger Focus surveys Meanwhile, NXEA also improved
punctuality, reaching 90% dunng the year

Managing costs

Both franchises have managed cost successfully dunng 2010
Improved procurement reduced utility costs by £2 mullion and
successful rationalisation of staffing agencies delivered wage

cost savings

Improved safety leads to lower costs NXEA successfully drove
down ‘signals passed at danger’ (*SPADSs") by nearty 50% in
the year, whilst reducing employee, passenger and contractor
accident rates This was overshadowed by a senous accident
at a level crossing in East Anglia, when an unauthonsed
crossing by a road tanker resulted in a collision with a train,
with a number of nunes but, thankfully, no fatalites The road
tanker drver was subsequently convicted of endangenng rail
safety We are working actively with Network Rail to ensure
that level crossing nsks are fully assessed and compliance
with procedures enforced with all users Safety performance
at c2c was also strong, with only one SPAD and all employee,
passenger and contractor safety targets exceeded




Developing opportunities

NXEA began the roll-out of its £185 millon capacity
Investment programme, funded m comunction with the

DAT In December 2010, new services were introduced to
the tmetable, with a total of over 4,000 extra seats added
on Liverpool Street commuter services at peak times The
overall programme includes faster trains, on-board Wi-fi from
Norwich to London and, from March 2011, new rolling stock
will be Introduced to the network Station and maintenance
mprovement work has also been camed out across East
Angla and c2¢, with two new camage washers, car park
extensions and station upgrades

The Group is in the process of bidding for the Dff's
announced tender of the Greater Anglia franchise {the
successor to NXEA's operahon), which wall run from February
2012 for a penod of approxmately 18 months A decision

on this franchise s expected in late 2011 The retendenng
process for c2c will not start untl 2012 and the Group expeacts
tobid At this tme, the Group has no plans to take part in
either the West Coast Mam Line or East Coast Main Ling
bidding processes The Group believes it can dnve both
Improved customer service and shareholder retums n UK
Rail, subject to the balance of nsk and reward available in

the DfT's proposed longer franchises

The overall programme
includes faster trains,
on-board Wi-fi from
Norwich to London

and, from March 2011,
new rolling stock will be
introduced to the network.

Business model

Nattonal Express has a strong operational skils base in

UK rail, the most deregulated rail system in Europe The
UK rall industry has long-term franchises awarded on an
exclusve operation basis to pnvate operators Prices are
predominantly regulated and cosis are substantially fixed
around track access, rolling stock and franchise payments
to the DfT The Group runs two franchises, now designated
Greater Anglia and Essex Thamestde by the DIT (operating
under the National Express East Angha and ¢2¢ brands),
which run untl 2012/13 ¢2c has consistentty been
amoengst the top performers for punctuality and servce

in the ndustry and East Anglia has mproved considerably
over the Group's penod of operaton Both franchises

are profitable
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How we performed
Performance and
financial review

Revenue

Group revenue for the year was £2,125 9 milion (2009 £2,7111m),

with the reduction reflecting the handing back of the East Coast
ral franchise in Novemnber 2009 and the sale of the Travel London
bus business, which together accounted for £603 4 milion of
2008 revenue Underiying revenue increased 1%, whilst foreign
exchange movements accounted for a 3 9% negatve iImpact

in Span and a 2 7% positrve effect In North Amenca Growth
reflected yield management in UK Bus, and passenger volume
ncreases in UK Coach and Rail, whilst new contracts benefited
Span and North Amenca

Normalised profit

Normalised operating prefit for the year increased by 28% to
£204 2 miffion (2009 £159 8m} This was dnaven by a strong focus
on delivery of cost reduction and margin improvernment plans,
particularty in UK Bus and North Amenca With two profitable
franchises in UK Rail, and Span also increasing profitability

n 2010, the Group made significant progress in delivenng s
Business Recovery plans Normalised margn increased from
59% in 2009 to 9 6% n 2010

The key year-on-ysar benefits to profitability were as follows

* Dnving revenue through organic growth, yield and new tid
wing, adding a net £20 milion to profitability,
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* Managing costs down, our core programmes in UK Bus and
North Amenca, together with 2009 full annuaksed savings,
delivenng £39 milion of benefit,

» Better hedged fuel costs, delivenng £24 miion of pnce benefit,
supported by the infroduction of fuel efficiency technology
across the Group, and

* Net loss avaided on exited businesses, adding £13 mullion
of profit
This was partially offset by

* Increased corporate costs, reflecting investrment in
procurement, business development and talent development
to dnve future performiance, which added £3 midlion,

* Increased ral franchise prermia, adding £11 milkion,
= Increased insurance costs of £6 millon,

* Adverse impact of foreign curmency on profit translation
of £3 milhon, and

¢ General cost inflaton, estmated at £38 million

Normalised net finance costs for the year were £44 0 million
(2009 £43 5m), reflectng a continued reduchon in average debt
offset by a higher average interest rate, due to refinancing shorter
term floating debot wath longer term fixed rate bonds




The resutting normalised profit before tax for the year was

£160 5 millon (2009 £116 2m), a 38% ncrease n the year With
a normalised tax charge for 2010 of £39 2 millon (2009 £23 Om),
the Group's normalised effective tax rate {*ETR") was 24 4%
(2009 19 8%} The nommalised profit for the year was

£121 3 millon (2009 £93 2m) Normalised basic EPS were

23 6 pence (2009 30 5p), the reduction reflectng the part

year impact of the Rights Issue on 2009

Normalised profit before
tax for the year was
£160.5 million, a 38%
increase in the year.

Exceptional items and intangible amortisation
Exceptional costs in continuing Group cperations reduced
sgnificantly from 2009 to £16 6 million after tax (2009 £74 2m)

Pre-tax, operating exceptonal costs were driven by
implementation of the successful Business Recovery
programmes  The table below summanses exceptional costs
by dwision

Post-
Pre-tax Tax tax
Charge/{credt) £m £m £m
Span 19 o]35)] 13
North Amenca 257 9 6) 161
UK Bus 67 {14) 53
UK Coach ©1) 00 ©1)
UK Rail 183 70 13
Central functions 87 26 0) (173
Group continuing
operations 61.2 (44.6) 16.6

In North Amenca, exceptional costs of £25 7 million before tax
were incurred in relation to asset wnte-offs from the previous
transformation project, together with ratonalisation costs and
fleet witte-downs as part of the margin improvement programme
Exceptional costs required to complete the cost reduction
programme have now been incured

Other dmsional pre-tax operating excephonal spend was for
rationalisation costs in Spain (£1 9 milion), UK Bus margin
improvemant and analysis to support the Competition
Commission’s enquiry into the Bus industry (£6 7 million),

ratonafisaton costs in UK Coach, offset by a one-off benefit from
closure of its defined benefit pension plan (€01 milion credit),
and one-off charges to adopt a flatter management structure
and relocate the corporate office from London to the Birmingham
teadquarters (£8 7 milhon)

In UK Rad, the Group reached agreement with the DfT for both
sides to withdraw all claims relating to the hand-back of the East
Coast ral franchise A pre-tax charge of £18 3 million was taken
n 2010 to wnte-off balances previously treated as recoverable
i relation to the exited franchise Net of tax relief of £7 0 milion
secured on rall exit costs, the net after tax exceptional charge
for UK Rail in 2010 was £11 3 milion

The Group recorded a £32 1 milion after-tax credit on settlement
of its outstanding UK comporate tax abilites (see 'Reducing
legacy nsks' below)

The Group 1s committed to minimesing future operating
exceptional costs, with all of the cost of implementing the Group's
Business Recovery programme now recogrised

The Group incurmed exceptional finance costs of £2 0 millon n
2010 (2009 £19 9m) to write-off facility fees on the refinancing
of the Group's principal banking faciity in July 2010 The charge
for ntangible asset amortisation N 2010 was £571 mullion (2009
£60 4m), prmanly relating to cortracts, software and similar
assets previously acquired in Spain

The Group’s principal caprialised goodwall is n Spain and North
Amenca The Group camed out goodwill imparment tests

in 2010 and no such mparrment was identfied Mantamned
nen-mparment of goodwill In North Amenca 1s dependent

on continuing to deliver the expected margin recovery

The resultant net charge for intangible amcrtisation and
excephonal terms was £59 0 million, sigrificantly better than the
2009 charge of £145 9 millon The overall Group profit for the
year was £62 3 million (2009 loss £52 7m) Diluted EPS was

12 0 pence (2009 loss 17 6p)

In 2010, significant progress
was made resolving legacy
issues of long-standing risk
within the Group.
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Performance and financial review continued

Reducing legacy risks

In 2010, sigrvficant progress was made resolving legacy 1ssues of
long-standing nsk within the Group and thereby providing greater
certanty over future cash flows for these tems and reducing
future profit nsk. In additon to the agreed East Coast hand-back
{set out under 'Exceptional tems and intangible amortisation’
above), key tems were as follows

« Corporate tax - the Group became one of several UK
corporates to negotiate a resolution with the UK's HMRC on all
outstanding UK tax issues, for which provision had previcusly
been made of approximately £50 million in the Group’s
accounts This agreement will see the Group settle £17 miflion
over the next four years and should significantly reduce nsk in
the Group’s dealings with HMRC The resutiant exceptional
credit of £321 rmilion gave nse to a one-off benefit of over
8 pence per share in statutory EPS in 2010,

* Eurostar - the Group negotiated the termination of the onerous
contract between Inter-Capital and Regronal Rail Limited
{“ICRRL?, in whuch National Express has a 40% shareholding,
and LCR, the Eurostar operator Histoncally, the Group has
been liable for its share of significant losses generated by LCR
and had prewiously made provision in the accounts for these
losses The Group has now reached agreement wath LCR
to pay approximatety £9 milhon in each of 2011 and 2012
to terminate this arrangement,

* Pensions — agreement has been reached to close the National
Express Group Staff Pension Plan to all members from
31 January 2011, removing the Company's future salary
funding nsk relating pnmanly to UK Coach and corporate
scheme members In addition, a deficrt funding plan of up
to £4 2 mdion per annum for six and a quarter years was
agreed by the Comparty 1o bring the fund to ‘self-sufficency’
fwhere it should not be dependent on the Comparty for future
funding contnbutions), In order to elminate an expected scheme
deficit of over £20 millon {expected to be confimed on an
actuanal funding basis as at 5 April 2010) Discussions are
ongoing to secure a defict funding plan for the pnncipal
UK Bus pensicn plan which remains open to existing members,
this plan will replace the current annual deficit recovery payment
of £3 4 millon
Fuel nsk management
The Group has a forward fuel buying policy in place with the
objectve to secure a degree of certanty in its planning Based
on the hedgable consumption (which was 233 muillion itres in
2010), a proportion of this s fixed for the following three years
The Group curently has 100% fixed for 2011 at an average pnce
of 40 pence per lire, 75% fixed for 2012 at 41 pence per ltre
and 15% fixed for 2013 at 42 pence per litre The Group ams to
recover fuel cost ncreases through a combinaton of concession
and contract pnce adustiments, together with fuel efficiencies
Cash management
In 2009, the Group established a pnmary focus on drnving
cash generation from s businesses Through long-term cash
generation, the Group seeks to generate strong shareholder
retumns, to fund dvidends and renvestment in profitable growth
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Operating cash flow (which the Group uses as the cash
equrvalent of normalised operating profity was £221 7 milion
(2009 £281 3m} Although behind prior year, which benefited
from one-off improvemnents to working capital management
and lower capital nvestment, this represented 109% conversion
of nomatised operating profit, as set out In the table below

2010 2009
£m £m

Normalsed operating profit 204 2 1598
Depreciation 998 1080
Grant amortsation, profit on disposal and
share-based payments 02 15
EBITDA 304.2 269.3
Net mantenance capital expenditure 877 519
Working capital movement 143 720
Pension contnbutions above nomal
charge ©1) 81)
Operating cash flow 2217  281.3

The prior year’s improvement
in working capital was
sustained.

The pnor year's improverment in working capital was sustained,
with a further reduction achieved, despite a partial repayment of
deferred social secunty in Span Both Spain and North Amenca
achieved good success in cash collection from local authonties,

a clear focus in ight of the challenging economic backdrop

for public funding Maintenance capital investment, pnmanly
replacing agemg fleet and systems, increased in 2010 to 88%

of depreciabon We expect to mantain this level in future years at
close to 100% of depreciation and the average age of the Group's
vehicle fleet reduced In 2010 to 61 years (2009 73 years)

The Group's free cash flow in 2010 was £79 3 milion (2009

£125 5m) Significant cash fliows continued for past rall operations
and exceptional tems Interest remamned relatively constant, whilst
the Group retumed to tax payment, albert that cash tax rematns
well below the Group's effective tax rate (‘ETR")

2010 2009

£m £m

Operating cash flow 221.7 281.3
Discontinued operations B35 55
UK rall franchise entry and exit 220 323
Excephonal cash flow (52 6) (74 3)
Payments to associates (86) 80
Net interest 471 48y
Dmdends paid to minonbes - 05
Taxation (86 26
Free cash flow 793 1255




Free cash flow measures the cash available to fund future
investrnent, in growth caprtal and acquisttion, and to retumn to
shareholders by way of dwidend and share buyback In 2010,
the Group retumed to investing in new capital expendrture
opportuniies New contracts in North Amenca school bus and
in Spain, with the Agadir contract, saw growth investment of
£33 9 millon (2009 £nil) In addbon, a bolt-on acquistion was
completed in North Amenca on 31 December 2010, although
payment was deferred into 2011

2010 2009
£m £m
Free cash flow 793 1265
Net growth capital expenditure (339 -
Financial nvestments and shares an 07)
Rights Issue B89 3579
Acquistions and disposals (2 6) 301
Dividends - (152)
Net funds flow 37.2 4976

With no matenal disposals, equity issuance or dmvidend payable
m 2010, net funds flow was £37 2 milion (2009 £4976m)

Retumn on caprtal employed

New investment is targeted to dnve the Group's ROCE, a core
KPI adopted to measurs the delivery of shareholder retums by
National Express Based on the Group'’s estimated after-tax
weighted average cost of capital of 8%, a hurdle of 12% pre-tax
has been set for each business and growth project (projects
are also evaluated on a discounted cash flow basis) The Group
1S targeting to delver 15% pre-tax ROCE in the mediumn term

In 2010, National Express improved ts ROCE to 13 2% (2009
107%) The Group uses Retum on Equity as a secondary KPI
to measure the effect more directly on shareholder value in 2010
post-tax ROE was 8 7% (2009 6 2%}, which 1s now also shove
the weighted average cost of capital

During 2010, the Group
completed the rebuilding
of its financial platform.

Treasury management

Durning 2010, the Group completed the rebulding of its financia)l
platform 1t secured the refinancing of all of s debt at attractive
terms and extended s debt matunty profile substantally In
January 2010 the Group's residual €270 milion 2011 Euro facility
was refinanced with a heavily oversubscnbed seven-year 6 25%
£350 mullion unrated Stering bond, which was subsequentty
awarded an investment grade ratng by Moody’s and Fitch in
March 2010 In June and July the Group refinanced its residual
£800 milion 2011 bank facility, firstly with the 1ssue of a ten-year
6 625% £225 milion Stering bond and then with a £500 million
unsecured revoing credit faciity ("RCF™) committed until August
2014 by the Group’s relationship banks The RCF s attractively
pnced, currentty at LIBOR plus 1 45%, and will pnmaniy be used
for seasonal working capital, growth and headroom purposes

With these arangements now in place, the Group has no
requirement to refinance its debt before 2014 At 31 December
2010, the Group had avallable cash and undrawn committed
financing facities of £517 8 mifion (2009 £409 Om) Net debt
durng the year decreased to £610 4 milkon (2009 £657 9m)
through continued focus on cash generation As a result, the
Group's headroom aganst its pnncipal banking covenants
continued to mprove, as foliows

*» debt geanng ratio {adjusted net debt to EBITDA) 21x
(2009 2 5x, covenant not to exceed 3 5x), and

* Interest cover ratio (EBITDA to netinterest) 6 9x
(2009 6 5x, covenant not to be less than 3 5x)

As the Group’s debt 1s now entirely denominated in Sterling,
foreign currency forward and swap contracts were uhitsed

to create synthetic debt positions 1o hedge the exposure

of our Sparish and North Amencan eamings and assets

At 31 December 2010, the value of this synthetic debt was

€275 million and US$165 million respectively The forward
contracts had a matunty date of 20 January 2011 and have been
rolled forward since the balance sheet date No gan or loss

was attached to the value of these instruments in the financial
statements Further details of the Group's treasury management
policies are set out In the Accounts

Pensions

The Group's pnncipal defined benefit pension schemes are all

m the UK At 31 December 2010, these schemes reflected a
substantal improvement in the combmed deficrt under IAS19 of
£104 rmiflon (2009 £54 9m} The decrease in the deficit balances
dunng the year was pnncipally through appreciation in investrment
asset values dunng the penod, together with the benefit of deficit
recovery plans

Under IAS 19, in UK Bus {under the West Midlands Passenger
Transport Authonty Pension Fund and the Tayside Transport
Superannuation Fund), the defictt at 31 December 2010 was

£5 3 milion (2009 £46 4m defictt). There was no IAS1G deficit

in UK Coach (under the Natonal Express Group Staff Pension
Plan), compared to the 2009 deficit of £5 2 millon The Group's
UK Rail business participates in the Rallways Pension Scheme,
the defictt exposure in the UK Rall division was £3 7 miflon

(2009 £19rn deficit) and would transfer to the iIncoming operator
in the event of franchise termination  All deficits tend to be greater
when measured on a scheme actuanal basis and are funded

through the deficit payment plans
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Safeguarding
future returns
Principal risks
and uncertainties

External risk

Economic condrhons

Whilst some of the Group's businesses
have naturally defensive charactenstics
to the economic environment

feg school bus), other parts of the
business may be adversely affected

by econormic condiions

Polmtical and regulatory changes
The Group's businesses are subject

to numerous laws in the junsdictions

in which they operate, regulating the
operation of concessions, safety
procedures, equipment specifications,
employment requirements,
environmental procedures and

other operating 1ssues

Fuel costs

Al of our businesses are exposed to
fuel costs — pnmanly diesel for buses
and coaches, and gascil or electncity for
ral Fuel pnces are subject to signriicant
volatilty due to economic, political and
cimate arcumstances

Contract nsk

Much of the Group’s business 1s
secured through wanning contracts
and concessions, particularty in its
North Amencan school bus business,
in Span and UK Ral
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Potential impact

Revenues in many of the businesses,
including UK Bus, UK Raill and Spain,
are histoncally comelated to GDP and

employment

Changes in poltical and regulatory
esnvronments can have significant
impact on regulated pubhc transport
businesses In particular, there 1s

a nsk of signdicant addmonal cost
being associated with complying with
changes in the regulatory environment

Fuel costs constitute a significant
proportion of the Group's costs and,
consequently, to the extent that pnce
Increases cannot be passed on to
customers, iIncreases N fuel costs will
signfficantly affect profitablity

An inherent nsk in contract bidding 1s
that bid assumptions might prove to be
incomrect If the Group's significant bid
assumptions prove to be incorrect, this
could have an adverse effect on results
of the operations and the Group's
financial condition

Mitigation actions

The Group seeks to mitigate this

nsk through proactve cost control,
revenue management systems, careful
economic modelling of new contracts
and through shanng revenue nsk with
the awarding body (eg UK Ral and
Spamn urban)

The nskIs reduced by mantaning close
relationships with key stakeholders and
ensunng that the economic advantages
of our business models are fully
understood and considered

The Group seeks to rmibgate nsks of
increases N fuel costs by entenng into
fuel swaps and purchase contracts

The Group seeks to miigate the nsk
through careful economic modelling of
new contracts, and by shanng revenue
nsk with the awarding body, for example
with the DT in UK Rail




Every business faces nsks and uncertainties across a range of strategic, commercial,
operational and financial areas. The Group’s management recognises and priortises
those risks and puts in place measures to miigate them, in order to iImprove

safeguards over future returns for shareholders.

Qutlined below are potential risks that could impact the Group's performance.
These are monitored through the Group’s nsk management processes Additional
risks and uncertainties not identified below may also have an adverse affect.

Internal risk

Cost reduction programmes
The Group contimues to target the
delvery of a number of cost saving
programmes, ncludng approximately
US$40 milkon in North America

Rail

The Group's two current rail franchises,
Greater Angha and Essex Thameside
("c2c”), expire in February 2012 and May
2013 respechvely

Insurance and Claims

The Group's policy 1S to self-insure
anumber of potentiat clams within
its business

Financial

The Group 1s dependent on mantaining
certan financial ratios 1n order to comply
with 1ts banking covenants

Potential impact

The Group needs to deliver cost savings
to offset inflaton and improve margns,
which would otherwise threaten the
competitve posiion of the business

Rall revenues and profits represent a
matenal financial contnbution to Group
results In particular, the substantial
outflow of cash at the time of expiry
through the retum of season ticket
balances has an effect on shareholder
retumns and investment plans throughout
the Group

There Is a nsk that a successful clam or
senes of successful clams may result In
substanhal higher charges to profit and
cash outfiow than expected

In the event of a breach of covenant,
the Group's lending banks would be
entitied to call an event default under
the faciiies and would be permitted to
exercise certan nghts including the nght
to cancel faciities, which would have
amatenal impact on the Group's allity
to continue trading

Mitigation actions

A number of new management

teams have been appomted with

long expenence in the industry and

the nght credentials to achieve the
desired resuft Improved management
systems and processes are in place
and addtional resource from Group
has been dedicated to North Amenca
In 2010 £38 million of cost savings were
delvered across the Group

Operationally the two franchises are
always looking to improve the qualty
of service provided For example, c2c
has continually set record-breaking
levels of punctualty in Brtain and
National Express East Angha continues
to improve The Group has regular and
ongaing discussians with the DT and
considers that it 1s now substantially
rehabilitated with regards to being able
to bid for future franchises

Throughout the business, a strong
safety culture prevails, led by the Board
Safety and Environmental Committee
Where clams anse, they are managed
by expenenced clams handlers and
professional acvice 15 obtamned in order
to evaluate and minimise costs o

the Group It has also reduced self-
Insurance values and increased external
market coverage

The Group camed out a number of
actions in 2009 and 2010 to improve
the financial poshion of the Group,
including successful nghts and bond
issues The Group has robust controls
and processes n place to monitor cash
flows and forecasts to ensure adequate
faciity and covenant headroom

1is mantaned The Group has

strong headroom in these at

the end of 2010
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Being responsible

Corporate

responsibility review

Corporate responsibility 1s about what you do and how
you do it. it1s an integral part of the way a company
operates, and should not be seen as an add-on.

What Natonal Express does 15 1o provide essential public
services They are prowided at low cost for consumers and at
very low levels of carbon emission

They are services that are key to the socio-economic well-being
of communities enabling pecple to get to work and to school, 1o
the shops or to hospital They are services that mprove the quality
of Ife for millons of people, ensunng that indmduals or localties
do not become isolated This is particularly true at a tme of

nsing unemployment

Natonal Express directly employs more than 38,000 pecple
worldwide In Spain and the UK we are magor employers in the
cities where we are based In Birmingham, the home of our

UK operation, we employ over 5,000 people or 1% of the city’s
workforce Indirectly we support many thousands of other jobs in
the supply chain Qur Intercity services are, for exampile, important
N supporting the local tounst industry In the UK we estimate that
our national coach network supports socrne 3,600 jobs in the
South West of England alone

Public transport reduces congestion and environmental damage
in our crihies making therm mere attractive places to ive The CO,
emissions per passenger kilometre in coach travel are around
80% less than those of the average new car

So this 1s what we do and the better we are at what we do, the
more people use us — and the greater the benefits

Vision and values

How we do it 1s linked to the core values of the Company We
have re-invigorated the business, defining a new framework of
corporate values that will become central to the way National
Express works

Curwision is to earn the lifetrme loyalty of our customers by
consistently delivenng excellent value, frequent, highly performing,
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mass public transport services Four values people, customers, ;
community and, most imporiantly, safety, undenoin this vision

Safety |
More than anything else, we value the safety of our custorners,

employees and the public generally Nothing we do 1s worth

getting hurt for and we will not do anything which causes harm

To achieve this, we are embedding arenewed safety cutture wathin
the Company This has been intally driven from the top, wath all
senior managers required to demonstrate leadership on safety
Dunng 2010 a new Group-wide safety programme was developed,
called Dming Out Harm It is being led personally by our Group
Chief Executive and, dunng the yezr, all 234 senior managers in
the Group attended safety leadership courses

Dunng 2011, all middle managers and superviscrs will take

part in safety trainng designed to embed our new global safety
standards in the culture of the business worldwide Safety must
be the personal responsibility of all staff

We have miroduced new safety Key Performance Indicators to
measure, consisterty, how we are doing And the rules governing
bonus payments have been changed In future, bonus payments wil
be even more dosely aligned to both profit and safety performance
We expect substantial improvements in 2011 based on what has
been put in place, and aim for our safety record o be the best In
the transport sector

People
Our ‘Feople’ value seeks to enable all of our staff to reach ther ful !
potentia and to give of therr best as Indviduals and in teams |

We are establishing people management pnnaiples which will act
as global minmum standards in HR

In 2010 we focused on talent management creating indmdual
development plans for senior managers, succession plans for
each business unit, establishing a high potential scheme to
identify leaders of the future, and emphasised the importance
of contnuous leaming and development

@ Award-winning coach station

Our new Birmingham coach station was
the first such bullding to achieve the
BREEAM standard

BREEAM 1s the definitve method for
assessing a bulding's emaronmental
performancs, and the organisaton had
to witte & bespoke assessment to enable
them to rate the property

The coach station’s red boundary screen also
won an important art award specdically for its
community éngagement and its contnbution
to regeneration and sustainable growth




What National Express does is to provide essential public
services. They are provided at low cost for consumers and
at very low levels of carbon emission.

Middle managers will be ncluded in an extended talent management
programme in 2011 as it 1s rolled out throughout the orgarisabon

And, as an intematonal company, we are also keen to put In
place an exchange scherne as a forum for leaming across
national boundanes

Customers
We will place customers at the heart of our business In short
nobody will try harder for our customers than we do

W are establishing customer panels across each dvision, to
ensure we hear regularty from custormers

Our services are key to the well-being of the individuals and
communities we serve In the UK and Spain around a quarter of
households do not have access to a car The ives of these people
would be adversely mpacted if our services did not exist

We are committed to making our services ever more attractive,
to ensure that more pecple use them and enjoy greater valus for
money Our starting pomt 1S operational excellence the better
our serices are, the stronger our business and the greater the
benefits for our customers Indeed, we believe the switch from
pnvate to public modes of transport, and to low carbon from high
carbon modes such as car or arr travel, benefits everyone

We are also very mterested in the role new technology, ncluding
social media, could play iIn Improving our services

Community
Our policies and practices will advance the social, ervironmental
and economic conditions in the communities n which we operate

Over the next 12 months we will proactively promote the social,
eccnomic and ervironmental benefits of what we do in the
communities in which we operate Public transport 1s well placed
to meet the climate change challenge as it 1s a low cost solution
to reducing carbon from transport. We are investing significantty
n new fleet, Including hybnd buses in the UK and Spamn

Around the world our businesses support those who most Clearty
benefit from what we offer — in cash and kind

In the US, we have a long standing relationship with the Special
Olympics - which includes providing buses for competitors

OQur Sparush business makes substantial donations to road safety
organisations UK Coach provided a branded vehicle for the

Littte Princesses chanty, while UK Rail is a long-term supporter of
The Raiway Children chanty which helps runaway and street kids
around the world, particularly those who live near railway stations

Our UK Bus business is developing links wath Transaid to help
improve bus dnver trainng in Tanzana, through a pregramme that
can be delivered by local tearns

We continue to encourage our employees to get involved with
fundraising or volunteenng in therr own communihies, by awarding
grants through our Employee Chanty Panel

Government policy

The UK Coaltion Government'’s key pnonty is deficit reduction
While this meant the reduction in some public transport subsidies,
the Comprehensive Spending Revew also confirmed that the UK
Government see transport as cntical to economic growth

We firmly beleve that public transport supports key government
pnonties by reducing congestion, and enabling economic growth
and preductvity in local communities —in a low carbon way For
example, aimost 150,000 new jobs are forecast to be created m
the West Midlands between now and 2030 Many of them will be
N sectors, such as business services, which favour a city centre
locaton Cur wvision of excellent vatue, highly performing services,
consistently delivered will be crucial n connecting people to these
jobs in a low carbon way that minmises congestion

In 2011 we will seek to promote the benefits of our services miore
clearly and we will keep the communities we serve moving

Nof

& Award winning

National Express was named the Best
Company in the Transport Sector 2010 by the
Sparush busingss darly El Economista

National Express ¢coach dniver Mark Daan from
Transdev Yellow Buses in Bournermouth won
the 2010 UK Bus Dnver of the Year award
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Governance
Chairman’s overview

We believe that high standards of conduct and good
governance are essential. The following section of
this report introduces the Board of Directors and

its committees and explains our approach to
corporate governance.

John Devaney
Charman
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Dear Shareholder

2010 was a year of significant positive change for our businesses. At the same time it
was a year of significant change in the area of corporate govermance, with the Financial
Reporting Council’s proposed changes to the Combined Code (“2008 Code”) being
brought into effect in May 2010 by the publication of the UK Corporate Governance Code
(the “Code”). The Code applies to financial years beginning on or after 29 June 2010.

We, as a Board, welcome the new Code with its greater emphasis on the pnnciples contained within it
We also welcome the UK Stewardship Code published in July 2010 which ams to enhance the quality
of engagement between institutional investors and the companies in which they invest by setting out
good practice on engagement

I am pleased to report that, with the appointment of Dean Finch as our new Group Chief Executive
in February 2010, the non executive members of the Board were able to revert to ther more usual
sole roles of Chairman, Senior Independent Director and Charrs of Board Committees such that the
Company’s compliance with the 2008 Code dunng 2010 significantly improved upon its complance
dunng 2009 With the exception of Jorge Cosmen's membership of our Nomination Committee, the
Board seeks to be in full compliance with the terms of the 2008 Code and, from this year onwards,
the new Code

With the amval of a new Group Chief Executive in February 2010, we delayed undertaking a full scale
Board evaluation dunng 2010 We did however initiate an intenm intermal review in late 2010 which was
led by our Group Human Resources Director This review will be completed shortly and will be followed,
N late 2011 or early 2012, by a further full evaluation which will be externally facitated

Whilst we have seen a number of changes amongst the Executve members of the Board in recent
years, we have benefited from a good deal of stability within the Non-Executive Directors on the Board
and | would like to thank my non executive colleagues for all of their help and assistance in what have,
sometimes, been difficult tmes Dunng 2011 we will be revisiting the appropnate balance of skills,
expertise, expenence and knowledge required by the Company In order to ensure that the composrion
of the Board continues to meet those needs and to ensure that appropnate succession planning 1s in
place for executive board positions

In the report that follows we have decided to report against the 2008 Code We will report against the
new Code in future years

John Devaney
Charman
24 February 2011
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An experienced team
Board of Directors

John Devaney, Chairman (64)
Appomtment to Board

Jez Maiden, Group Finance Director (49)
Appointment to Board

Tim Score, Senior Independent Director (50)
Appomintment to Board

2 Apnl 2009
Committee Membership(s)

17 November 2008
Committee Membership{s)

21 February 2005
Committee Membership(s)

Safety and Environment Committee,
Nomination Committee {Chairman)

Expenence

John Devaney has managed businesses
across Europe, the UK, Canada, USA and
Japan His previous roles include Chairman
of Kelsgy Hayes {part of Vanty Corporation),
Eastem Group, Exef and Telent and Non-
Executive Director of HSBC Bank Pic, Ocean
Group and Briiish Steel Me 1s currently
Non-Exacutve Charman of Cobham Pic and
Charman of Natonal Ar Traffic Services Ltd
and Tersus Energy Pic

Dean Finch, Group Chief Executive (44)

None
Experience

Jaz Maiden was formerty Chief Finance
Qfficer at Northem Foods ple Prior to that,

he was Group Finance Director of British

Vita pic, Director of Finance of Brtannia
Building Society and Group Finance Director
of Hickson International plc He is currantty a
Non-Exacutve Director of Yule Catto & Co plc
and s a Fellow of the Chartered Institute of
Management Accountants

Jorge Cosmen, Deputy Chairman {42)

Safety and Environment Committee,
Remuneration Committee, Audit
Committee (Chairman)

Expenence

Tim Score was appointed to the Board in
February 2005 and acted as Intenm Chairmian
between December 2008 and Aprnl 2009 He
1s Chief Financial Officer at ARM Holdings ple
Before foining ARM he worked as Finance
Dwrector of Rebus Group Limited which he
xinad n 1999 Between 1997 and 1999, he
was Group Finance Director of Wilkarm Bard
ple, which he joined from LucasVanty plc

He 13 a chartered accountant

Roger Deviin, Non-Executive Director {53)

Appointment to Board Appointment to Board Appointment to Board

15 February 2010 1 December 2005 1 October 2007

Committee Membership(s) Comimittee Membership(s) Committee Membership(s)

None Safety and Environment Committee, Safety and Environment Committee,
Experience Nomination Committee Remuneration Committee (Chairman),

Pror to joiring Natonal Express, Dean Finch
was Group Chief Executive of Tube Lines from
June 2009 Before that he worked for over

10 years in senior roles within FirstGroup plc
He joined FirstGroup in 1999 having qualfied
as a Chartered Accountant with KPMG,
wherg he worked for 12 years specialising

in Corporate Transaction Support Services,
inciuding working for the Office of Passenger
Rail Franchising on the privatisation of tram
operating companies At FrstGroup, ha was
Managing Director of the Rall Drston from
2000-2004 and then was apponted to the
mamn board as Group Commercial Director

N 2004, before bang made Group Finance
Drrector With the completion of the Laidiaw
acqusition he became Chief Cperating Officer
in North Amenca before returming to the UK as
Group Chef Operating Officer
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Expenence

Jorge Cosmen was appointed to the Board

in December 2005 at the tme of the ALSA
transaction He was apponted Deputy
Chaiman in October 2008 He was Corporats
Manager for the ALSA Group from 1985,
becoming Chairman in 1999 Between 1986
and 1995, he worked In sales, distnbution

and banking He ts a Business Administration
graduate and has an Intemational MBA from
the Institute de Empresa in Madnd

Audrt Commitiee
Expenence

Roger Devin spent 13 yaars as a Director of
Hill Samuel where he was head of Mergers
and Acquistions and Chief Executive of
their US investment banking operations He
then moved to Ladbrokes, later Hitton PLC,
as Group Corporate Developrnent Director
He now chaws three substantial pnvate
companies, Pnncipal Hotels, Gamesys and
Satelite Inforration Services Ha is also Senior
Independent Drector of RPS Group Fic,
Europea’s leading ervronmerital consuttancy




Miranda Curtis, Non-Executive Director
(55)

Appomtment to Board

Sir Andrew Foster, Non-Executive
Director (66)

Appointment to Board

1 June 2008
Committee Membership(s)

1 August 2004
Committee Membership(s}

Safety and Environment Committee
{Chairman), Remuneration Committee

Expenence

Safety and Environment Committee,
Nomination Committee, Audit Committee

Experience

Miranda Curtis is a Non-Executive Director

of Liberty Global Inc (Derver, Colorado)
having retired from her executive role as
President of Liberty Global Japan and Jupiter
Telecommunications (J COM) in Tokyo after
{eading the sale of Liberty's Japanease interests
n February 2010 She has also served on the
boards of Liberty subsidianes in Sngapore,
Ireland, France and Spain Shes a Trustee
and member of the Board of Governors of

the Institute for Government and & Director of
Garsington Opera Between 1998 and 2002
she was a Non-Executive Director of Telewest
Communications plc and between 1998 and
2000 a Non-Executive Director of Flextech plc

Members of the Audit Committee

Date of appointment

Tim Score (Chaiman) 21 February 2005
Roger Devin 26 February 2008
Sir Andrew Foster 23 Novernber 2004
Members of the Remuneration
Committee

Date of appointment

Roger Deviin (Chairman) 31 May 2008
Miranda Curtis 1 June 2008
Tim Score 14 December 2005
Members of the Nomtnation Commitiee
Date of appomtment

John Devaney (Chairman) 2 Apnl 2009
Jorge Cosmen 2 June 2008
Sir Andrew Foster 15 December 2004

Sir Andrew has had an extensive career in

the public sector, having served as Chief
Executive of the Audit Commission for England
and Wales between 1992 and 2003 Before
this, he was Deputy Chisf Executive of the
NHS and Regional CEQ for Yorkshire He s
currently Deputy Chairman of the Royal Bank
of Canada Europe Limited and Chairman of
the Commonweatth Games England He s
also Non-Executive Director at PruHealth

Sir Andrew has conducted ndependent
reviews for the governmertt into the Intercrty
Express Project, the Bulding Collages for the
Future programme, and previously Into further
education and the future of athletics

Members of the Safety and
Environment Commttee

Date of appointment

Miranda Curtis (Charman) 1 June 2008
Jorge Cosmen 14 December 2005
John Devaney 2 Apri 2009
Roger Devin 28 November 2007
Sir Andrew Foster 9 Novernber 2004
Tim Score 23 March 2005

Tony McDonald, Company Secretary (50)

Tony McDonald was apponted Company
Secretary nMay 2000 Prior to joining the
Group. he held senior legal positions with the in-
house legal teams at Guardian Royal Exchange
and BP and i prvate practice with Slaughter
and May He s a qualfied solicitor
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Running the business
responsibly
Corporate governance

Governance framework

The Directors believe it 1s essential for the Group to be led and
controlled by an effective Board that provides entrepreneunal
leadership within a framework of sound controls The Board

1S responsible for setting the Group's strategic ams, its values
and standards and ensunng the necessary financial and human
resources are in place to achieve its goals

Statement of Comphance with

the Combined Code

In the opinion of the Directors, the Company has complied dunng
the year with the prowision of Section 1 of the Combined Code on
Comorate Governance issued by the Financial Reporting Council
in 2008 (“the Code"} save n respect of the following provisions

* The composition of the Nomination Committee (A 41)
The Board considers that, as, Deputy Charrman and the
representative of one of the Company’s man shareholders,
Jorge Cosmen, who 1s not considered independent, should be
amember of the Nomination Committee in order 1o be mvolved
in the recruitment process for Board appointments

* Board Composition and Balance (A 21 and A 3 2) Pnor to
the appaintment of Dean Finch as Group Chief Executive
on 15 February 2010 the Board was non-comphant with the
requirernent of the Code in respect of Board composition and
balance (A 21 and A 3 2) as John Devaney assumed the roles
of both Chairman and Chief Executive on the departure of the
previous Chief Executive

Main responsibilities of the Chairman:
* chamng and managing the business of the Board,

* together with the Group Chief Executive, Isading the Board in
developing the strategy of the business and ensunng this1s
effectively implermented by the executive management team,

ensunng that there 1s effective dialogue with investors
concerming mutual understanding of objectives,

In conjunction with the Nomination Committee, taking
responsibility for the compaositon and replenishment

of the Board,

penodically reviewing with the Beard its working practices
and performance, and

* ensunng there is effectve contnbution from the Non-

Executive Directors and a constructive relatonship betwean
the Executive and Non-Executve Directors
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Applying the principles of good governance

The Board of Directors, Chairman and Group

Chief Executive

As at the date of this Report the Board consists of the Chaimman,
two Executive and five Non-Executive Directors A full st of

the Directors with details of ther biographies and Committee
memberships (s given on pages 40 and 41 The offices of
Chairman and Group Chief Executive are held separately

The division of responsibilities between the roles of Chamman
and Group Chief Executive 1s shown below

Tim Score 15 the Senior Independent Director The Board
considers all of the Non-Executive Directors to be independent
other than Jorge Cosmen and considered John Devaney to be
independent pnor to his appointment as Chaman Mr Cosmen
15 not considered to be ndependent by the Board due to his
close Iinks with the AL SA business and significant mterests in

Main responsibilities of the Group

Chief Executive:

* the development and implementation of management
strategy,

* the day-to-day management of the Group,
* managng the executive management team, and
* fostenng relatonships with key stakeholders




the shares of the Company which are held through European
Express Enterpnses Umited The Non-Executives bang a vanety
of different expenences and considerable knowledge to assist
with Board decisions Non-Executive Directors do not participate
In any of the Company's share option or bornus schemes and
thexr senice is non-pensionable

The Board and its principal Commirttees

The Beard normally meets at least eight times during the year

In 2010 the Board met eight times There 15 a formal schedule

of matters reserved for the Board's decision, the main terms

of which are shown on page 44 The Board has established

a number of Committees with defined terms of reference and
recenves reports of ther proceedings The prncipal Commuittees
are the Remuneration Committee, the Nomination Committes,
the Audit Committee and the Safety and Environment Committee
The members of each pnncipal Committee and main duties

are shown on pages 47 to 51 In addition there s an Executve
Commuttee with authonty to approve routine matters of business
and a Tax and Treasury Committee which reviews the Group's tax
planning, banking faciities and treasury reports The table below
sets out the number of meetings of the Board and its Commuttees

The Board

of Directors
Total Meetings in 2010 :}
Executive Directors
Dean Finch'
Group Chief Executive 7
Jez Maiden 8
Ray O’ Toole? 2@
Non-Executive Directors
John Devaney
Chairman 8
Jorge Cosmen 8
Miranda Curtis 7
Reger Devin 8
Sir Andrew Foster 7
Tim Score
Senior Independent Director 8

Management structure

The main committees of the Board
are the Audtt, Safety and Ervironment,
Remuneration and Nomination
Committees

The Executive Boards meet ona
monthly basis and maltters dealt with at
these boards are reported to the Group
Executve Committee

dunng the year and indmdual attendance by the Board and
Committee members at these meetings All of the Committees
are authonsed to obtan lega! or other professional advice as
necessary, to secure the attendance of external acvisors at their
meetings and to seek nformation required from any employee
of the Company In order to perform therr duties The full terms
of reference of the pnncipal Committees are avaldable on the
Company's website at www nabonalexpressgroup com

Dunng the year the Chaimnan met on several occasions with the
Non-Executives without the Executive Directors present to allow
inforrnal discussions on a vanety of Issues

The Executve Directors are responsible for the day-to-day
management of the Group’s businesses, implementation of its
strategy, policies and budgets and its financial performance
Executive management meetings, iInvolving the Executive
Directors and sentor management from the dvisions are held
regularly to discuss current 1Issues

The Company purchases Directors’ and Officers’ Liability Insurance

for the Comparty and its subsidianes, which gves appropnate
cover for any legal action brought agamnst its Directors

Safety and

Audit  Nomination Remuneration Environment
Committee Committee Committee Committee
2 1 3 4

- 1 - 4

- 1 - 4

- - 2 3

- 3 4

1 - 3

2 - 3 4

Company Secretary Tony McDonald (also acts as Secretary 1o the Board Commutiees)
' Appomted to the Board on 35 February 2010 Mavamum possible meetings attended shown in brackets
2 Resigned from the Board on 5 May 2010 Maximum possible meetings attended shown n bracksts
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Corporate governance continued

Information and professional development
Reports from the Executive Directors, which include in-depth financial information, are circulated to Board members pnor to every
Board meeting Serior management and adwsors give presentations to the Board on significant matters dunng the year

Under the direction of the Chairmnan, the Company Secretary 1s responsible for ensunng Board procedures are followed and applicable
rules and regulations are complied with and adwvises the Board on govemance matters All Directors have access to the advice and
services of the Company Secretary and the appointment or removal of the Company Secretary 1s a matter for the Board as a whole
There Is a procedure N place for any Director to take independent professional advice where considered necessary

On appartrment, Directors are offered traming as appropnate and are thereafter encouraged to keep abreast of matters affecting ther
dutes as a Director and to attend training courses relevant to their role An induction process is in place for new Directors, the ams of
which are 1o

* buld an understanding of the nature of the Company, its business and the markets in which it operates,
s establish a link with the Group’s employees, and
* build an understanding of the Group’s main relatonships ncluding stakeholders and customers

Performance evaluation

Formal evaluation of the Board's performance 1s penodically camed out using external consultants The external consultants receve
evaluation questionnaires from each of the Directors and the Company Secretary The questionnaires, cover the performance of the
Board as a whole and individual Board members As a follow up to the questionnaires, indmdual meetings are held by the consultants
with each Board member at which the answers to the questionnarres are explored further and additional matters raised, before being
discussed with the Charman of the Board and the Board as a whole Subsequently, the Board agrees a senes of actions to improve
its perforrance and increase its effectiveness An internal evaluation was commenced in late 2010 and will be completed in the first
quarter of 2011 The next evaluation will be undertaken using an external faciitator

Re-election

In accordance with the Company’s Articles of Association, all Directors subrmit themselves for election at the Anrual General Meeting
following their appointment and thereafter by rotation at least once every three years Non-Executive Directors are appomted for
specific terms, subject o re-election Non-Executive Directors wall only be put forward for re-election f, following performance
evaluation, the Board believes the Director’s performance continues to be effective and demonstrates commitment to the role

Remuneration and service contracts
The Directors’ Remuneration Report, including detalls of rsmuneration palicy and senvice contracts, 1S set out on pages 51 to 63

Directors’ conflicts of interest

The Board has a procedure In place to deal with a stuation where a Director has a conflict of interest, as required by the Companies
Act 2006 As part of this process, the members of the Board prepare a bist of other postions held and all other confiict situations that
may need authonsing etther in relation to the Director concemed or his/her connected persons The Board considers each Director’s
situation and decides whether to approve any conflict srtuatons, taking o consideration what Is in the best interests of the Company
and whether the Director’s ability to act in accordance with his or her wider duties 1s affected Each Director 1s required to notify the
Company Secretary of ary potential o actual conflict situations that will need authonsing by the Board Authonsations given by the
Board are reviewed annually

Accountability and audit
Staternents of the respectve responsibilities of the Directors and auditors are set cut on pages 68 and 134

Internal control

The Board’s responsibilities

The Board has overall responsibility for the Group’s systern of internal control and for reviewing ts effectiveness  The Board mantains
full control and direction aver appropriate strategic, financial, operational and compliance issues and has put In place an orgarusational
structure with formally defined lines of responsibility, delegated authories and clear operating processes The systerns that the Board
has established are designed to safeguard both the shareholders’ investment and the assets of the Group, and are descnbed below

Key elements of the control framework

Financial reporting process — management and specialists withun the Finance Department are respensible for ensunng the appropnate
mantenance of financial records and processes to ensure that all Information 1s relevant, relliable and in accordance with the applicable
laws and regulations, and distnbuted both ntemally and extemally in a timely manner A review of the consolidation and financiel
staternents 1s completed by management to ensure that the financial position and resuits of the Group are appropnately reflected

All financial information published by the Group is subject to the approval of the Audit Committee

Strategic and finaneial plannmg - an annual budgeting and strategic planning process has been established whereby each dmsion and
constituent operating company assesses Its competitive position and goals, taking account of the strategic nsks faced This strategy 1s
translated into a financial plan with clear milestones and performance indicators
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Performance management — the performance of each division and operating company aganst its plan is closely monitored by a formal
manthly reporting process and by the attendance of the relevant Executive Directors at monthly dvisional board meetings

Annual fitness check process — intemal audit undertake an annual review at each operating company to assess the integnty

of the balance sheet and to check the effective operation of key financial reporting and information systems controls The results
of the reviews are presented to both dvsional and Group finance with any required actions agreed with the relevant divisional
Finance Director

Caprtal mvestrment — a clear process 1s In place for the approval of capitat expenditure, which includes detailled appraisal of the benefits
of the proposed investment and any associated key nsks Matenal capital expenditure requires Board approval

Health and safety — health and safety standards and benchmarks have been established in all our businesses and the performance
of operating companies In meeting these standards 1s closely monitored

Risk management reporting process — each division and operating company evaluates its internal contral environment and key nsks,
and the results are reviewed at management level and passed to the Audit Gommittee before being presented to the Board This
process Is reviewed on a regular basts to ensure the validity and relevance of the key nsks inctuded in reports The review covers
strategic, financial, compliance and nsk management controls These procedures are mandated and designed to manage the nsk
In order to ensure that the operations achieve therr business objectives

Internal audit — the internal control system 1s independently montored and supported by a Group internal audtt function The Group
internal audit function was successfully moved frorm an outsourced provider to an In-house function durning 2010 The intermmal audit
furcton reports to management and the Audit Committee on the Group's financial and operational controls, and monitors and reviews
the extent to which its recommendations have been mplemented

Board-level reporting on intemal control — dunng the year the Audit Committee reviews regular reports from the nternal audit function,
the external audrtors and executive management on matters relating to ntemal control, financial reporting and nsk management

The Audit Committee provides the Board with an independent assessment of the Group's financial posttion, accourting affars and
control systems In addiion, the Board recenves regular reports on how specific nsks that are assessed as matenal to the Group are
being managed

Review of interal control effectiveness

The system of intermal control and nsk management, descnbed above, has been in place for the year under review and up to the date
of approval of this Annual Report and Accounts Such a system 1s designed to manage, rather than to giminate, the nsks inherent
achieving the Group’s business objectives, and can therefore provide only reasonable and not absolute assurance aganst matenal
misstatement or loss The effectiveness of this system has been regularly reviewed by the Directors in line wath the Guidance for
Dwrectors in the Combined Code published by the Financial Reporting Council {Tumbull guidance) Where sigrificant control failings
or weaknesses have been identified, appropnate comective action has been taken

Whistle blowing policy

A Group “whistle blowing” policy has been 1ssued to all Group companies to ensure a consistent approach across the Group and

It 1s also available on the Group's website www nationalexpressgroup com The Board supports the highest standards of corporate i
governance and ethical practices within all iis operations and continues to review its policies on an ongoing basis The Board has |
endorsed a set of pnnciples which establish the framework for how 1ts businesses operate Key 10 these 1s working in an open and

honest manner The Group 1s committed to the highest standards of quality, honesty, openness and accountability Employees

are encouraged to raise genuine concems under the policy erther by contacting therr Ine manager or the Cormpany Secretary

Any concems raised are investigated carefully and thoroughly to assess what action, If any, shoutd be taken and confidential records

are mantaned The Company Secretary reports any matters of significance to the approprate committee In 2010 no issues of

significance were raised

Share capital
Information about the share caprtal of the Company s included in the Directors’ report on page 66

Relations with shareholders

Dialogue with shareholders

The Board recognises the importance of maintaining good communications with the Company’s shareholders to ensure mutual
understanding of the Group's strategy, objectives, govemance and performance The Chairman, Group Chief Executive and Group
Finance Director hold a number of meetings with existing and prospective Institutional shareholders dunng the year as well as

gving presentations following the full year and half-year results They also meet and give presentations to analysts and brokers The
Company's brokers in tum prowde confidential feedback to the Company on the views of the major institutions. The Chairman, Senior
Independent Director and other Non-Executive Directors are also given the opportunity to meet nstitutional shareholders and are
avallable by contact through the normal channels

The Board 1s provided with regular updates on the views and 1ssues rased by the Company’s iInvestors Dunng the year the Board
recaived extemal presentations from adwvisors on shareholder and market perception of the Group Performance  Whitten responses
are given to correspondence recerved from shareholders
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Corporate govermance continued

Dunng the year shareholders are kept informed of the progress of the Group through regular corporate commuricatons, the
Prefiminary announcement, the Notice of AGM, intenm management statements and press releases regarding any other significant
development, as well as the dissermination of regulated mformation Such communications are made available to the London Stock
Exchange and smuttaneously avarlable on the Compary’s website (www nationalexpressgroup com) The Company’s website houses
wide-ranging information about the Group, Including the Annual Report and Accounts, press releases, share pnoe data and Inks to
subsidiary company websites

The Company has introduced an electronic communications faciity to enable shareholders to recenve documentation such as the
Annual Report and Accounts electronically and also to cast their votes by proxy electronically The Company has also mtroduced an
electronic proxy appointment service for CREST members

Major shareholdings
As at 24 February 2011, the Company had been notified of the following interests in its shares which represent 3% or more of the voting
nghts in the Company

Ordinary Percentage of Nature of

shares share capital* holding

Hiiott Intemational LP Liverpool Lid Partnership 83,086,195 16 29% Direct
European Express Enterpnses Lid 87,095,062 1708% Direct
Legal & General Group Plc 30,300,908 594% Direct
Prudential PLC 65,904,373 1292% Direct
UBS Investment Bank 32,508,655 637% Direct

*  Using the tolal votng nghts figura of 510,057 338

The holdings for European Express Enterpnses Ltd are mcluded in Jorge Cosmen's holdings wiich are shown on page 81 of the
Directors' Remuneration Report

Analysis of ordinary shareholdings at 24 February 2011

Percentage of Percentage
Number of total number Number of of ordinary
accounts of accounts shares capital

By size of holding
1-500 6,792 4769% 1,021,848 020%
501-1,000 1,846 12 6% 1,444.60 028%
1,001-5,000 3,829 26 88% 8,922,826 174%
5,001-50,000 1,523 10 69% 18,332,834 3 58%
50,001-1,000,000 174 122% 42,306,453 827%
Over 1,000,000 79 056% 439,697,374 85 93%
14,243 100% 511,726,026 100%

By investor type

Individuals 13,246 92 99% 25,779,671 504%
Institutional Irvestors 893 627% 456,707,377 89 25%
Other Comporate Investors 104 074% 29,238,978 571%
14,243 100% 511,726,026 100%

Analyst coverage
The Comparny 1s aware of 19 analysts who have published equity research notes covenng National Express Group PLC dunng 2010
and we provide names and contact numbers of therr firms on our website

The Annual General Meeting

The Annual General Meeting provides an opportunity for all shareholders to question the Chairman and Directors on a vanety of topics,
and nformation 1s provided at the meeting on different aspects of the Group’s actviies  All of the Company's Directors are present at
the meeting Voting at the Annual General Meeting on all resolutions 1S by poll on a ore share, one vote basis The results are available
on the Group's website following the meeting Nohce of the Annual General Meeting and related papers are sent to shareholders at
least 20 working days before the meeting
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Audit Committee
List of Members

Tim Score

Roger DeMin

Sir Andrew Foster

The role of the Audit Committee

Audit Committee overview

Dear Shareholder

2010 has been an excellent year for National Express as reflected in the results presented
to you within this document Dunng the year the Committee has dealt with its usual
programme of business as well as a range of one-off or new 1ssues, some of which

1 detail below

Dunng 2010 cne parbicular area of focus for the Audit Committee has been the Cormnpany's
internal audit resource For a number of years the Company has operated with a
substantially outsourced intemal audit function prowded by PncewaterhouseCoopers
LLP {"PwC"} Dunng 2010 the Commuttee, on the advice of the Executve management,
approved the transibon of most internal audit sernces from PwC to an internal resource
The Company’s internal audit functicn 1s now operating at full complement and has taken
over from PwC in the Company’s North Amenca and UK operations { would ke to take
this opportunity to thank PwC, on behalf of the Committee, for all of ts assistance In
those geographies In Spain, PwC will continue to provide internal audit services to the
Company's Spanish businesses and will be supported i this role by an intemal audnt
manager from within the Company's intemal audit team, who has responsibility for Span

Througheut 2010 the Commitiee has also been focusing on nhew developments that could
potentially have an impact on the Company These have ranged from new accounting
standards such as IAS 1 jrevised) and IFRS 7, to the introduction of new legislation such
as the Bnbery Act 2010 In relation 1o the Bnbery Act, the Company’s plans for compliance
are well advanced and the Company is now awarting the publication of final governmental
guidance before finalising its pohcies and procedures

Tim Score
Audrt Committee Chairman

24 February 2011

Position

Chairman, Senior Independent Director
Non-Executve Diractor

Non-Executive Director

The Committee oversees the process for selecting the external auditor, assesses the continuing independence of the external audrtor
and recommends approval of the audit fee to the Board It 1s responsible for ensunng that prowision of non-audit services does not
impar the external auditor’s independence or ocbyectmty it discusses with the extemal auditor the nature and scope of the audit and
any ISsues or concems ansing from the audrt process The Committee reviews the intemal audit programme, considers major findings
of the intemal audit Investgations and reviews management's financial reporting and nsk management The Committee reviews the
half-year and annual financial staterents and the effectiveness of the Company’s intemal control and nsk management systems

The Committee met twice in 2010 The agenda reflects the duties delegated to it by its terms of reference, details of which are
summansed above There are a number of standing tems considered dunng the year such as consideration of the intemal and extemal
audit reports, review of the Annual Report and Accounts, review of the prelminary and half-year announcements, and review of the

Corporate Governance Report

At the invitation of the Committee, and as appropnate to the matters under discussion, meetings may be attended by the Executive
Directors and intemal and extemal auditors  Full minutes are kept by the Secretary of the matters considered and decisions taken
by the Committee Outside of the meeting process the Committee Charman has regutar contact with the Executive Directors, other
Committee members and the audttors on a vanety of topics

National Express Group PLC
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Corporate governance continued

Main activihies duning the year
Other tems, In addition o the responsibiliies noted above, that were considered and discussed dunng 2010 included

* progress with the implementation of the Group’s intemal audit structure,
» review Of the Group Risk Register,

+ the results of the Annual Fitness Checks within the subsicianes, and

e the external auditor's performance and fees

Review of external auditors

The Audit Committee assesses and reviews on a regular basis the ndependence of the external auditors As part of therr detenmination
the Audit Committee considers a report by the extemal audtors on the firm's iIndependence which is required n order to carry out ther
professional duties and responsibiliies as auditors

Policy on auditors providing non-audit work
The Gommiitee has an approved policy on the provision of non-audit services by its auditor The policy sets the approvals policy for the
following types of service

» services that are considered to have 'general pre-approval' by the Audit Committes, by virtue of the approval of the policy;
= services that require ‘specific pre-approval’, on a case-by-case basis, before any work can commencs, and
* services that cannot be supphed by the external auditors (“prohibited services”)

The services that have general pre-approval are tax, transaction nvestgation and advisory and corporate finance services The fees
for these senvices are pre-approved up to a level of 25% of the total fees paid to the external auditors For services exceeding this irmit
specffic pre-approval I1s required

In deciding whether or not to grant approval for the provision of specific services by the extemal auditors, the Audit Committee includes
in its consideration the following factors

i} whether the external auditing firm 1s best placed to provide an effective and efficient service, given its familianty with the Company’s
processes, systems and people, and

) the level of non-audit fees paid to the external auditors In the year as a proportion of the annual external audit fee

The majorty of non-audit work undertaken by the extermal audrtors dunng the year relates to advice In respect of tax advisory and other
regutatory services These tems the Committee believes would be mpractical and costly to provide through another party
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Nomination Committee overview

Dear Shareholder

After a penod of significant change within the Board at Group Chief Executive and
Chatrman tevel, 2010 has, upon Dean Finch taking up his appointment as Group Chief
Executive in February, been a stable year for the Board of the Company Dunng 2010
the Nornination Committee has focused on reviewing the work undertaken by the Group
Human Resources Director on succession planming and management development 5o
as to ensure that appropnate systems are in place to develep the senior management of
the Group so that, when the need anses, suitable internal candidates will be in place to
compete for Board positions

In 2011 the Committee will continue to assess the balance of skills, expenence, knowledge
and expertise on the Board as a whole to ensure i continues to match the needs of the
Company going forward

John Devaney
Nomination Committee Chairman

24 February 2011

Nomination Committee

Name of Director Position

John Devaney Chairman

Sir Andrew Foster Non-Executive Director
Jorge Cosmen Non-Executive Director

The role of the Nominaton Committee

The Committee 1s responsible for identifying and nominating, for the approval of the Board, candidates to fil Board vacancies as and
when they anse It will give full consideration to succession planning, and keep under review the leadership needs of the organisation,
both Executive and Non-Executive The Committes reviews the tme required from a Non-Executive Director and uses performance
evaluation to assess whether the Non-Executve Director 1s spending enough time on fulfiling therr duties

The Nominaton Committee leads the process for Board appointments and makes recommendations to the Board The Committes
will prepare a descnption of the role and requirements for any particular appointment based on ts evaluation of the Board as a whole

The terms and conditions of appointment of the Non-Executive Directors are available for inspecton at the Company's registered office
dunng normal business hours and at the Annual General Meeting of the Company The Non-Executive Directors disclose to the Board
therr other significant commtments The procedures adopted by the Company n relabon to Directors’ confiicts of interest are detailed
onpage 44

External adwsors are normally appointed when recruting Board members, they use as a basis for therr search a descnpbon of the role
and capabilies required for a particular appontment proposed by the Nomination Committee

Dunng the year the Committee reviewed succession planning for the Group

National Express Group PLC 49

BOUBLLISAOY)



Corporate governance continued

Safety and Environment Committee overview

Dear Shareholder

For National Express, as a business that transports people, a focus on safety 1s paramount
This unrelenting focus on safety has been demonstrated in a number of iInibatives
throughout the year

Dunng the first half of the year the Committee focussed on the Company’s operaticns

m Morocco where, from a safety point of view, the condrtions are perhaps the most
challenging amongst the temtones in which the Company operates The Committee
commissioned a review of the Company's operations in Morocco by Arthur D Latle, the
leading safety consuftancy and as a result of this review a senes of recommendations were
presented to, and approved by, the Committee These recommendations are now being
implemented in cur Moroccan operations

In the second half of the year Arthur D Little were agamn commussioned to develop a
Group-wide safety development programme This programme, which 1s branded 'Driving
Out Harm' 1s championed by Dean Finch personally To date, 13 courses, covenng 220 of
the Group’s most senior managers, have been held and they will be followed by further
training for middle and junior managers in 2011 In addition the programme has developed
a senes of Global Safety Standards which will be rolled out throughout the Group in 2011

2010 also saw the development of new values for the National Express Group Safety is
first among these values With the support of the Drving Out Harm programme, the Safety
Committee s confident of further mmproving the Company's safety performance gomg forward

In addition 1o its safety responsibilibes the Committee also reviews the Company's
environmental prachces, procedures and record In this area the Committee has reviewed
reports on the CO; emissions of the Company’s operations and the steps being taken

to reduce those emissions The Committee has also been monitoring the Government's
Carbon Reduction Commitment and Climate Change Levy requirements

Miranda Curtis
Safety and Environment Committee Chairman

24 February 2011

Safety and Environment Committee

Name of Director Position

Miranda Curtis Chaiman

Jorge Cosmen Non-Executve Director
Roger Deviin Non-Executve Director
John Devaney Non-Executive Director

Sir Andrew Foster Naon-Executive Director

Tim Score Senior Independent Director

The role of the Safety and Environment Commirttee

The Committes 1s responsible for reviewing and challenging constructvely the structure, content and operabion of the safety
management arrangements put in place by members of the executive management of the Group’s operating companies It reports
pertodically to the Board its obsenvations on the safety management amrangements in place and reviews and miakes recommendations
to the Board on any specfic safety management 1ssues relating to the Group or any subsidiary company

Main activities during the year
Dunng the year the Commuttee

s visted Group locatons to review safety practices and procedures,

* reviewed compfiance by the North Amenca dwsion with the requirements of the Group's Health & Safety policy,
* monitored the progress of Implementation of the Group's Health & Safety Plan 2009-2011, and

* considered the strategic ams of the busmess in relation to nsk and hability and efficiency of energy use
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Directors’
remuneration report

Remuneration Committee overview

Dear Shareholder

2010 has continued to see a growing focus on levels of executive remuneration within

UK Iisted PLCs The Association of British Insurers, NAPF and RREV have each issued
or refined therr guidance for the charmen of remuneration committees dunng the year

Dunng 2010, the Remuneraton Committee has, with the assistance of its independent
remuneration consultants, Hewitt New Bndge Street, reviewed its practices and policies
to ensure they are in ine with what it perceives to be best practice and the Company’s
strategic objectives As a result of this the following features have been mtroduced into
elements of the remuneration package dunng 2010

* Deferral into Company shares of part of the annual benus of the Executive Directors,

* Provisions allowing clawback of part of the annual bonus of the Executive Directors
in the event of a matenal misstatement of financial results becoming evident,

* Retention of two performance condtions in the Company’s long-term incentive plan
that ensure that executives are only rewarded aver the longer-tenm for the achievement
of challenging EPS growth conditions and relative outperformance of the Company's
closest cornparator companies on a TSR bass,

The introduction of a safety performance improvement condthon to any payment under
the annual bonus plan for 2011, and

An increase in the maximum bonus potential of the Executive Directors tied directly to
margin improvement targets which form the backbone of the Company’s strategic plan
for 2011

The Committee considers that the remuneration paid to our management team fairly
reflects ther performance durng the year The annual bonus paid out at 100% of
maximum reflecting more than 110% of 2010 budgeted nomnalised profit being achieved
Nene of the 2008 LTIP awards vested as the challenging EPS and TSR targets set
immediatety pnor to the awards being granted were not met

We directors on the Remuneraton Committee are clearty mundful of our role of balancing
the mcreased focus by, and guidance from, stakeholders on remuneration ssues with the
need of the Company to attract and retain the best avallable talent | believe in 2010 we
have achieved an appropnate balance in this regard

Roger Devlin
Remuneration Committee Chairman

24 February 2011

This report sets out the policy for the financial year just ended, for the forthcoming year and, subject to cngoing review, for subsequent
years The report has been approved by the Board and the Remuneration Committea (the “Committee”) Sharshelders will be inited to

approve the report at the 2011 Annual General Meeting

Remuneration Committee

List of Members Position

Roger Devin Chaiman

Miranda Curtis Non-Executve Director

Tim Score Senicr Independent Director

Role of the Remuneration Committee
The key responsibiiites of the Commitiee are to

* determine the fees of the Chairman,

» determine the remuneration and conditions of employment (ncluding any temrmination amangements) of the Executive Directors,
* approve the remuneration and conditions of employment of the Dmsional Chref Executives and Company Secretary,

* review the remuneration and condiions of employment of the senior management team, and

* select and appoint any remuneration consultants who advise the Committee

The full terms of reference of the Commitiee are availlable on the Company’s website at www nationalexpressgroup com

The members of the Committee who served dunng the year were all ndependent Directors

National Express Group PLC
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Directors’ remuneration report continued

Adwvisors to the Committee

The Committee has appointed ndependent remuneration consuttants, Hewitt New Bridge Street (“HNBS”) to agivise on all aspects of
senior executive remuneraton HNBS has no other connection with the Group other than in the prowision of advice on executive and
employee remuneration

Dean Finch, the Group Chief Executive, provided advice to the Remuneration Committes In respect of the remuneration of the senior
executive team (other than himsetf)

Activities 1n 2010
Dunng the year the Committes considered the following items of business

» Executve Directors' and senior executives' salary levels,

* Annual bonus scheme terms for 2010,

* Review of the Non-Executive fees,

» The total shareholder retum comparator group used in the Long Term Incentive Plan’s performance condition,
* 2010 award levels under the Company's share plans,

* Recrutment packages for new sentcr executives,

» Testing of performance condions and vesting of Long Term Incentive Plan awards granted in 2007,

* Long Term incentive Plan entitlements upon redundancy, and

* Cutitne of 2011 bonus scheme

The Commuttee’s recommendations in 2010 were all accepted and implemented by the Board

Remuneration of Non-Executive Directors

The fees of the Non-Executive Directors are set by the Board as a whole and those of the Chainman are set by the Remuneration
Committee in both cases following an annual review The review takes account of fees paid for similar positions i the market, the time
commitrnent required from the Director (estimated to be 100 days per year for the Chairman and 20 days per year for the other Non-
Exscutve Drrectors) and any additional responsibiliies undertaken, such as acting as Chainman to one of the Board Committeas or
fuffiling the role of Serior Independent Director Non-Executive Directors are not eligible to recenve pension entittements or bonuses and
may not participate In share option schemes

2010 2009

£ e

Chaiman's fee 225,000 225,000
Non-Executve Director basic fee 44,000 44,000
Senior Independent Director additional fee 5,000 5,000
Committee Charman addiional fee 7,000 7.000

For 2011 the basic fee for acting as a Non-Executive Director wall increase to £45,500 and the fee for channg a Committee will Increase
to £10,000 There will be no ncrease in the addrional fee paid to the Senior Independent Director nor to the fee of the Charman

Remuneration policy for Executive Directors
Remuneration policy 1s based on the following broad pnnciples set by the Committee

* toprovide a competitive remuneration package to attract and retain gualty indmduals,
+ to align remuneration to dnve the overall objectives of the business,
* to align the interests of management with the interests of shareholders, and

* to provide the foundation for overall reward and remuneration beyond the specfic roles faling within the direct remit of the
Remuneration Committee

The objective of this policy is aligned with the recommendation of the UK Corporate Governance Code on Directors’ remuneration
That 15 to provide a level of remuneration “to attract, retain and motvate Directors of the quality required to nun the Company
successfully, but avoid paying more than 1s necessary for this purpose A significant proportion of Executive Directors' remuneration
should be structured so as to link rewards 10 corporate and indmdual performance ™

In mplementing ts policy, the Committee gves full consideration to the prninciples set out in the UK Corporate Govemance Code
with regard to Drrectors' remuneration and due regard 1s given to the guidance issued by investor protection bodies and institutional
Investors more generally
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Remuneraton policy 1 reviewad on an ongoing basis aganst the Committee’s broad pnnciples and in Iight of emerging best practice
In corporate govemnance The Committee believes that 1t continues to take nto account the pnciples of sound nsk management when
setting pay Appropnate liaison takes place between the Remuneration and Audit Committees as part of an effective remuneration

nsk assessment process In ine with the Associaton of Brtish Insurers’ (*ABI's™) Guidelines on Responsible Investment Disclosure, the
Committee ensures that the Incentve structure for Executive Directors and semior management wall not raise environmental, social or
govemance ("ESG") nsks by inadvertently motvating imesponsible behaviour More generally, with regard to the overall remuneration
structure, thereis no restiction on the Committee which prevents 1t from taking into account corporate govemance on ESG matters
and it takes due account of Issues of general operational nsk when structunng ncentives The Commitiee takes due account of
remuneration structures elsewhere in the Group when seting pay for the Executive Directors {for example, consideraton Is given

to the overall salary increase budget and the ncentive structures that operate across the Group)

The Group operates a leadership and development programme which includes an appraisal system for Directors and semor
management In 2010 the appraisal system used balanced scorecards to assess performance against financial, customer, operational
and people objectives The results of the annual appraisal system are taken into consideration when setting remuneration levels
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Fixed versus vanable remuneration

A substantial proportion of the Executive Directors' pay i1s performance related The charts above show the balance between fixed
and performance related pay at target and maxumum performance levels based on the elements of National Express’s remuneration
package set out below Maximum performance assumes achievement of maximum bonus and full vesting of shares under the LTIP
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Directors’ remuneration report continued

Elements of remuneration’
Summary of the components of the Executive Directors’ remuneration

Objective Performance period Policy

Basic salary To postion at a competitve Annually  Indmdual pay levels (using comparable
level for smilar roles within mid-market data for gudance) as

comparable markets appropnate are determined by reference

to the ndmdual's performance,
expenence N post and potential

Performance related Toincentivise delivery of 1 year Bonus payments are based
bonus performance objectives on the achieverment of specified
corporate (70% financial and 30%

non-financial} objectives

Pension To provide competitive benefits Ongoing The polcy 1s to provde market
N hne with market practice and to competive retirement benefits

act as aretention mechanism or, depending on indwidual

and reward long service creumstances, to provide a cash

altemative with which the executive

may make his own amangements

Only basic salary 1s pensionable

Long Term Incentve Plan To dnve performance, aid retention 3 years Half of any award 1s subject to EPS
and align the interests of Executive growth The remaining half is subject to

Directors with shareholders the relative total shareholder return

{“TSR") of the Company compared

against a bespoke peer group

Other benefits To prowde competitive benefits Ongoing Executive Directors receve a fully
in lne wath market practice expensed car, private health and

long-term sickness insurance A cash
alternatve may be provided according
to indvidual crcumstances

' Awards granted to Directors i respect of buy-out of share awards lost upon keaving previous employmaent have nat been included as an element of remuneration and
they are not recurnng

(i) Basic salary

The salary of ndmdual Executive Directors 1s reviewed at 1 January each year Account is taken of the performance of the iIndmdual

concemed, together with any change in responsibilites that may have occurred and the rates for similar roles in two comparator

groups of comparues The comparator groups for the 2010 financial year were (i} a group of transport/leisure sector companies and

(il a group of companies from the FTSE Mid 250 drawn from across all sectors The constituents of each group were selected to

be broadly reflective of the sze {market capitalisation and tumover) and complexity of Natonal Express at the tme of completing the

review For 2011 the comparator groups will be based on simitar groups of transport/Aaisure and general sector companies drawn from

the FTSE 250

In setting the Executive Directors’ remuneration, due account s taken of the salary budget for the Group as a whole and the policy that
1s apphed across all employees when setting iIndmdual salary levels In ine wath this policy, the performance of each Executive Drrector
I1s taken into account along with the results of comparative benchmartang In ight of these factors, and after taking into account broader
economic condrtions, salary levels are then set by the Commuttee In 2010 employees recenved an infiationary uplift but Executive
Directors were not awarded a pay increase In 2011 Dean Finch's salary will ncrease to £550,000 and Jez Maiden's salary to £420,000
The salary of Dean Finch upon appontment was set at a leve! which the Commuttes believed was reasonable given that he had

not previcusty held the post of Group Chief Executive of a listed company The benchmarking undertaken by the Committee, taken
together with Mr Finch's demonstrable achrevernents since his appointment, indrcated that a salary of £550,000 was now appropnate
for Mr Finch Mr Maiden's salary was afso subject to a benchmarking exercise and performance appraisal which the Gommittee
believes justifies a satary of £420,000
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(i) Performance related bonus

The maximum potential bonus payable to Executive Directors in 2010 was 100% of salary 70% of the bonus payable was based on
financial targets and 30% based on non-financial targets The non-financial targets encompassed customer, operatonal excellence
and people chiectives The financial target set for 2010 was normalised profit {the definition of nommalised profit is set out in the
Gilossary on page 150

In relation to the proportion of the bonus determined by performance against financial targets, Executive Directors receve 25% of the
bonus upon achieving 95% of budget, 50% of the bonus upon achieving budget and 100% upon achieving a stretch target which, for
2010, was 110% of budget

The targets set n relabon to non-financiat performance are key strategic Group objectives that are tallored to the responsibilites of
each indindual Executrve Director and, in aggregate, are considered to be similary challenging to the range of financial targets set In
addition, no bonus in respect of non-financial performance 1s payable unless 95% of the Group's normalised profit budget 1s achieved
Irespective of the performance achieved in respect of the financial and non-financial performance targets, the Committee will, iIn
exceptonal creumstances, have the ability to scale back (to zero) bonus awards based on safety performance If it feels that there

are sufficiently extenuating circumstances

in terms of actual performance agamnst the financial targets set for the financial year under review, more than 110% of budgeted
nomalised profit was delivered resutting in a bonus payable of the financial targets of 70% of salary In termns of performance against
non-financial targets, the performance delivered resulted in the full 30% of targets being achieved In total, bonuses were payable at
100% of salary

Bonuses awarded In 2009 were deferred for a pencd of one year and vested, subject to the terms of the award and the relevant
Drrector’s continuing employment, on 10 March 2010 Half of each award was a cash deferred bonus conditional upon the continued
employment of the relevant director The other half of the award was converted into deferred forfertable ordinary shares of the
Company Both cash deferred bonus and the deferred forfetable ordinary shares were awarded under the terms of The Natona!
Express Group Executive Deferred Bonus Plan

The National Express Group Executive Deferred Bonus Plan (“Executive Deferred Bonus Plan®)

As at 1 January 2010
Market
Deferred At 31 price at
Cash Shares December Option date of Date of
Award Award Granted  Exerclsed Lapsed 2010 pnce vesting vesting
Jez Maden £16,000 15,241 - 15,241 — - - 218 9p 100310
Ray O'Toole
{resigned
as director
5 May 2010) £115,178 109,721 - 109,721 - - - 2189p 100310

The prncipal terms of awards under the Executive Deferred Bonus Plan (*EDBP”) are summansed below
* Awards under the Plan may be cash awards, condrional awards or forfeitable shares awards .
* Awards normally vest one year from the date of grant, subject to the relevant Director’s continued employment with the Company

» The Committee may decide that Participants shall be entitled to recetve a benefit determined by reference to the value of the
ddends that would have been paid on the vested shares in respect of dvidend record dates occumng dunng the penod between
the Grant date and the date of vesting

* The awards will normally lapse on cessation of employment save In certain compassionate “good leaver” circumstances
(eg death or disahility}

* In the event of a vanation of the share capital the Committee may make such adjustments to the awards as it considers appropnate
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Directors’ remuneration report continued

For 2011 bonus payments will be based on a similar structure but with the maximurm potential bonus opportunity Increasing to 125%
of salary for Dean Finch and 112 5% of salary for Jez Maiden The additional 25% and 12 5% of salary respectively will be awarded by
reference to a challenging skding scale of margin improvement targets which, along with normalsed profit, reflect the key short-term
objectives of the Group In ight of the fact that bonuses are to operate In 2011 with tagher maximum potential reward, 25% of any
bonus eamed will be the subject of a mandatory deferral into the Company's shares for a penod of one year Since the deferred shares
will be awarded under the EDBF, receipt of the deferred shares will be subject to continued service and the same ‘good leaver'
provisions and other terms as noted above The 2011 bonus will also operate with an additonal clawback feature that would require
the deferred shares to be forferted or repaid should it be necessary for the Company to restate matenally its 2011 resuits within a two
year penod following the deferred bonus being awarded The proportion of the bonus that would be the subject to a clawback would
depend on the extent to which the onginal bonus payment turned out to be false following the publication of comacted results In
addition, the Committee has decided that no bonus will be awarded unless there s a continued iImprovement in safety statistics in 2011
n place of the more general safety ovemde that 1s descnbed above in respect of the annual bonus year under revew

(®i} Pensions
Under the terms of therr service agreements, Executive Directors are ether entitled to become members of one of the Group pension
schemes or to recerve payrment of a fixed percentage of salary

Ray O'Toole was a member of The National Express Group Staff Pension Plan {“the Plan™ until 7 Apni 2006 This Plan is an HM
Revenue & Custorns (*HMRC™) approved defined benefit scheme The benefits from this Plan are subject to HMRC Imits Spouses’
pensions are provided In accordance with the terms of the Plan Lrfe assurance of four tmes’ basic annual salary 1s provided for the
Exscutve Drectors From 7 Apnf 2008, Ray O'Toole has recerved a salary supplement of 44% in eu of penston contrtbutions

Dean Finch and Jez Maden are not members of a company pension scheme Dean Finch recewves a 35% salary supplement and
Jez Maiden receives a 25% salary supplement in heu of pension contnbutions

(iv) Incentive scheme and share options

{a) Long-term incentive ammangements

The National Express Group Long Term Incentrve Plan (“LTIP") was approved by shareholders at the 2005 Annual General Mesting
and operates as the Company's sole type of executive long term incentive arrangement The LTIP consists of annual awards of
performance and matching shares Detals of the plan are provided below

Performance shares
Executive Drrectors are elgible to recevs a condibonal award of shares up to an equivalent of 100% of basic salary The vesting of the
award s conditional on mesting the performance conditions set out below

Matching shares

Executve Directors are also elgible to receve awards of matching shares that are based on a personal nvestment n National Express
Group PLC shares funded either through a personal investment {for exarmnpla using an annual bonus award) or through pledong of
shares not already allocated to the LTIP The maximurm matching award 1s restacted to 100% of basic salary and matching awards
are made on the basis of up to two matching shares being awarded on a net of tax basis for each National Express share pledged

or purchased from net of tax ncome Matching share awards are alsc condrtional on the performance conditions set out below

If a participant ceases ermployment before vesting for a ‘compassionate’ reason (eg redundancy, retrement, death n service, sale

of business out of the Company's group) his/her awards will ordinanly vest The extent of vesting will be determined by applying the
relevant performance conditions to the date of cessation and scaling back the number of shares awarded on a pro rata basis rounded
up to the next complete six month penod from the date of grant) unless the Committee detenmines that it would be Inappropnate to
apply a pro rata reduchon Awards lapse on cessation of employment for any other reason

Performance conditions

There are nommally two distinct performance conditions appiving to awards made First, the performance condition attached to one-
half of an award (Part “A™ s based on the Company’s normalsed diuted eamings per share (‘EPS") growth performance in excess

of inflation over a fixed three-year penod {three financial years commencing with the financial year in which the award 1s made) The
performance condition attached to the other half of an award {Part “B”) 1s based on the Company’s Total Shareholder Retum (*TSR™)
performance over the same fixed three-year penod relative to the TSR performance of a comparator group of up to around 20
transport companies taken predominantly from the FTSE Industnal Transportation and FTSE Travel & Leisure sectors The comparies
compnsing the comparator group have been chosen on the basis of therr comparabiity to National Express Group PLC (based on
ther sze and scope of business operations) There 1 no abilty to retest ether performance condition EPS and TSR have generally
been chosen for the LTIP as the most appropnate measures of the Group's long term performance, snce EPS 1s an important growth
measure and drver and TSR irnproves shareholder alignment and 1s consistent with the Company objective of providing supenor long-
term retums to shareholders
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For awards made in 2008 Parts A and B will vest to the extent that the performance conditions set out In the tables below are met

Average growth in the Company’s normahsed diluted EPS* in excess of inflation {(“CPI")* Percentage of Part A that vests
Less than 3% 0%
3% 30%
6% 100%
Between 3% and 6% 30%-100% pro rata

Normalised diuted earrings per share and CPl are as defined In the Glossary on page 150

Rank of the Company’s Total Shareholder Return against a bespoke

comparator group of transport companies (as noted above) Percentage of Part B that vests
Below median 0%
Median 30%
20th percentile 100%
Between median and 20th percentle 30% and 100% pro rata

Exceptionally in 2009, relative TSR was apphed as the sole performance condition as the prevaling economic conditions made it
difficult to set a robust range of eamings targets at National Express

However, 1o ensure that the relatve condition was supported by improved underying financial performance, the awards made in
September 2009 were also subject to an eamings underpin that will apply to the extent that the performance condition set out in the
table below 1s met

Rank of the Company’s Total Shareholder Return against a bespoke

comparator group of transport compantes (as noted above) Percentage that vests
Below median 0%
Median 30%
20th percentile 100%
Between median and 20th percentile 30% and 100% pro rata

For Awards granted in 2010, it was considered appropnate to retum to the use of relative TSR in tandem with a challenging range of
EPS growth targets As a result, the awards were granted n two parts with Part A vesting to the extent that the EPS performance
condihon set out below 1s met and Part B vesting based on the same sliding scale of TSR targets set out above The TSR peer group
applying o the awards granted N 2010 was an appropnately weighted group of transport-related comparator companies

EPS for the financial year ending 31 Decernber 2012 Percentage of Part A that vests
Less than 23 pence 0%
23 pence 30%
28 pence 100%
Between 23 pence and 28 pence 30%—100% pro rata
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Directors’ remuneration report continued

The following table sets out the percentage of each extant award that would have vested if the performance conditions had been
tested as at 31 Decemnber 2010 fwithout making any allowance for pro rata reduction for any penod of less than three years)

Indicative percentage of LTIP awards vesting based on performance to 31 December 2010

TSR EPS Total
Year of award element’ element! {max 100%)
2008 000% 000% 000%
2009 7010%  Notapplicable 7010%
2010 3704% 100% 8704%

' For 2008 and 2010 TSR appiies to 50% of the award and EPS applies to 50% of the award For 2009 TSR appfies to 100% of the award

To determine vesting of LTIP awards, the Committee retains independent consultants to test the proportion of an award vesting under
the relative TSR test and then reviews the conclusion of this analysis before shares formally vest With regard to the EPS targets, vesting
18 based on the Company’s audited results with laison, as required, between the Audit and Remuneration Committees

(b) Savings Related Share Option Scheme (“Sharesave Scheme”)

The Compary operates an HMRC approved Sharesave Scheme which 1s open to all UK employees, ncluding the Executive Directors,
who have completed at least six months’ service at the date of grant The options are exercisable after three years at a discount of 10%
to the market value of the shares at the tme of grant

Performance criteria

The Committee belleves that budgeted profit and/or EPS growth as performance measures for the discretionary bonus scheme and
long term incentivas, N most normal circumstances, provide a transparent and accessible method of gauging the performance of the
Company The Company calculates performance against these performance measures by reference to the profit or earmings per share
figures reported i the Company's audrted accounts, which the Company believes to be the most transparent and objectve measure
of the Comparny's profit or EPS The Commuttee also monitors the Group's TSR against the FTSE Al-Share Travel & Lessure Index as

a broad measure of the Company's performance TSR measured against a more tailored group of comparators has been used by the
Company as a pnmary performance measure for awards made to Executive Directors under the LTIP as outlined above

As noted earier, it 1S currently mtended that the performance targets that will apply to awards granted n 2011 will agan be an equal
blend of EPS and TSR If it were considered approprate to make any fundamental changes to the performance targets in 2011, it s
anticipated that this would be accompanied by a consultation wath maor shareholders

The following graphs show a companson of National Express Group PLC total cumulative shareholder return against that achieved

by the FTSE All-Share Travel & Leisure index and the FTSE 250 Index These indices have been selected because the Company 1s a '
constituent of each index (with the forrer including many members of the LTIF TSR peer group) and the Committee, therefore, feels

that these are the mast appropnate indices to represent the Company's relative performance
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Directors’ service contracts, notice periods and termination payments
Executive Directors
The contract dates and notice penods for the Executive Directors are as follows

Notice period Notice period

from the from the
Director Contract date Company Director
Jez Maden 17 Novemnber 2008 12 months 12 months
Dean Finch 16 December 2009 12 months 6 months
Former Director
Ray O'Tocle {resigned as a director 5 May 2010} 11 September 2003 12 months 6 months

The service contracts of all the Executive Directors, which are rolling contracts, contam a provision, exercisable at the option of the
Company, to pay an amount on earty termination of employment equal to one year's salary or, in the case of Dean Finch, one year's
salary, salary supplement In lieu of pension and car allowance The Company will use the payment in lieu of notice provisions when
the speed, certanty and protection of restnctive covenants afforded by such clauses are thought to be in the best interests of the
Company and the circumstances surrounding the departure of the relevant Director justify their use

The service contract of Ray O'Toole has a further provision that, where the Company mriates a termination, other than for cause, within
six menths of a change of control taking place the Comparty will exercise its option to make a payment mn hleu of notice of an amount
equal 1o the salary and benefits that the Director would have received dunng the notice penod

The service contract of Dean Finch contains a provision that, if there 1s a change of control within 24 months of kis commencement
date and directly or indirectly In connection with it the Company initiates a termination, other than for cause, or Dean Finch serves
notice of termination on the Company on account of provable constructive dismissal, then the penod of notice required from the
Company will ncrease to 24 months The Comparny wanves any requirement for the Director's duty to miigate his losses in respect of
such terminaton in these circumstances  This clause, while not reflective of the Company’s policy, was considered necessary by the
Commmttee to faciitate the appomntment of Dean Finch given that the Company had been formally approached in relation to a takeover
dunng the year in which he was recrurted

In any event the Committee’s policy is that payments to Directors on termmnation should reflect the crcumstances that prevail at the
time, also taking account, f applicable and appropnate, the Director’s duty to mitigate

The Committee continuousty reviews its policies on executive remuneration and severance in the best interests of shareholders
Guidance on best practice expectatons 1s taken into account prior to agreeing directors’ contractual prowsions

Executive Directors’ external appomntments

Under the terms of therr service agreements, Board approval is required before any external appointment may be accepted by an
Executive Director The Executive Director i1s permitted to retan any fees pad for such services Detalls of fees receved by Executive
Directors in 2010 are as follows

Jez Maiden £36,000 {vule Catto & Co pig)

Non-Executive Directors

The Non-Executive Directors do not have service contracts with the Company but are appointed for an mimal three-year terrm Non-
Executive Directors are typically expected to serve for two three-year terms, although ther appontment can be terminated either by
them or the Company on one month's wntten notice It 1s open to the Company to invite a Non-Executive to serve for a further penod
after the expiry of two thres-year terms  All Dirsctors are required to stand at least once every three years for re-appontmert by
shareholders The onginal appointment dates of the Chaimman and Non-Executive Directors are

Jorge Cosmen 1 December 2005
Miranda Curtis 1 June 2008
John Devaney 2 Apnl 2009
Roger Devin 1 Cctober 2007
Sir Andrew Foster 1 August 2004
Tim Score 21 February 2005
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Directors’ remuneration report continued

Senior executive remuneration
The Remuneration Committee reviews and notes the salanes of senior executives within the Group The salanes of this group of
employees by band are as follows

Number of
executives
Salary band £000 2010
>201-410 7
>151-200 7
>101-150 38
>75-100 44
Information subject to audit: Directors’ remuneration
Directors’ emoluments
Performance Benefits n fieu Total Total
Salaryffees  related borus Benefits' of pensicn 20102 2009
20140} £000° £000 £000 £000 £000
Executive Directors
Dean Finch (appointed
15 February 2010} 690 500 13 153 1,356 -
Jez Maiden 400 400 23 100 923 621
Former Executive Directors
Ray O'Toole {resigned 5 May 2010) 472 400 24 176 1,072 644
Richard Bowker fresigned 10 July 2008) - - - - - 465
Non-Executive Directors
John Devaney (Chaiman)® 250 - - - 250 315
Tim Score {Seruor Independent Director) 56 - - - 56 76
Jorge Cosmen (Deputy Chairman) 44 - - - 44 44
Mrranda Curtis 51 - - - 51 L5}
Roger Devin 51 - - - 51 53
Sir Andrew Foster 44 - - - 44 44

' Bensfits n kind induda a comparny car fugl, Ife assurance and heatth insurance Relocation expenses of £100,000 were also incurred In respect of Jaz Maidan
?  Total remuneration excludes Company pension contnbutions which are shown below
#  John Devaney receved a termporary addrional fee in 2010 for the penod dunng which he held the role of Executive Chaiman
*  Ray OToole's 2010 bonus was calcutated solely on the basis of the Comparny's financial performanca using the same stretch targets as applied to the

continuing drectors
Former Director
Ray O'Toole stepped down as an Executive Dirsctor of the Company on 5 May 2010 He will rernan n full trne employment wath the
Group until 4 May 2011 He will continue to recerve his usual salary and benefits n accordance with the terms of his contract until
this date On 4 May 2011 Ray O'Toole wil receve, In accordance with his contractual enttlements any accrued but unused holiday
entilemnent On retirement, any unvested awards held by Ray O'Toole under the Long Term Incentive Plan (the “Plan”) shall vest subject
to a pro-rating reduction and the fulfiment of the applicable performance conditions in accordance with the rules of the Plan
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Pensions

Pension benefits eamed by Directors in the year to 31 December 2010 frem both the approved and unapproved plans were

Accrued

Accrued Increase Transfer benefit Transfer

benefit at " penod value of at 31 value at

1 January fnetof  increasein December 1 January

2010  anglexation) penod 2010 2010

Age NRA! £000 £000 £000 £000 £000
Ray O'Toole
fresigned as

a director
5 May 20107 55 60 382 06 - 37.6 8426

' Normal Retirament Age
?  Ray O Toola ceased t0 acCrus pension benefits on 7 Aprid 2006

Directors’ shareholdings
Directors' interests and transactions

Movement in

Transfer  transfer value
value at 31 dunng penod
December less Director's
2010  contrbutons

The beneficial and non-beneficial Interests of the Directors in office as at 31 December 2010 are shown below

At3
December
2010
Executive Directors
Dean Finch 68,275
Jez Maiden 116,347
Non-Executive Directors
Jorge Cosmen 88,860,685
John Devaney 66,666
Roger Deviin 65,916
Miranda Curts -
Sir Andrew Foster 22,893
Tim Score -
Former Executive Director
Ray O'Toole {resigned 5 May 2010) 146,757

{The above table 1s not subject to audit)
1 For Ray O'Toole as at date of resignation

£000 £000
845.1 25
Change from

At 1 January 31 December
2010 cron 2010to
appointment 24 February
ff later 2011
77,255 -
92,691,971 -
66,666 -
20,961 -
14,160 -
146,757 N/A

In order to algn the mterests of the Directors more closely with the shareholders, the Remuneration Committee has also determined
that the Executive Directors should build up a share fund equal to at least one year's salary over a penod of five years

Sharesave Share Option Awards

At1 Dunng year At31 Market price Date from
January December Option at date of which
2010 Granted  Exercised Lapsed 2010 pnce EXercise exercisable
Former Executive
Director
Ray O'Toole
{ressgned 5 May 2010} 600 - - - 600 47901p - 11111

Expiry
date

300412
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Directors’ remuneration report continued

Conditional award of shares to Dean Finch

As disclosed In last year's Directors’ Remuneration Report, in relation to his appomntment as Group Chief Executive, the Gommittee
granted Dean Finch share awards under a one-off amangement in accordance with Listing Rule 94 2 (2) The Committees felt that the
award was appropnate to provide compensation for share amangements forferted in the process of joining Natonal Express Group
PLC and assisted with his recrutment and prowided alignment wath the interests of the Company's shareholders

The share award compnsed two parts, an award of 28,023 shares {the “First Award”) and an award of 18,281 shares (the “Second
Award") Each award 1s structured as an award of forfertable shares Subject to the terms of the awards, the First Award and Second
Award will ordinanly vest on 1 Apnl 2011 and 1 Apnl 2012 respectively At the tme of vesting the relevant shares subject to the awards
will cease te be subject to a nsk of forferture

In connection with the awards, a cash payment was also made to Dean Finch of equal value to the prevaiing market value of 32,177
ordinary shares in National Express Group PLC This was also agreed at the time af recrutment in compensation for forfetted
remuneration in relation to joning the Company

In addition, as part of compensation for remuneration forfeited on joinng Nationat Express, and to align Dean Finch with other key
executives, it was agreed that he would also receve separate awards of performance shares and matching shares under the LTIP
These awards were each equal In value to £500,000 at grant and compnsed his sole LTIP awards in 2010 These awards were subject
to the same performance targets descnbed above

The Matching Award was granted on the basis of shares acquired from a cash payment of £254,250 that was made in leu of
remuneration forfeted i joining National Express Group PLC

Conditional award of shares to Jez Maiden
As disclosed in pror years, Jez Maiden was granted a share award under a similar one-cff ammangement to that descnbed above for
Dean Finch in respect of his appontrnent as Group Finance Director in 2008

The award compnsed three parts, an award over 21,074 shares (the “First Award"), an award over 21,075 shares {the “Second Award”)
and an award over 28,666 shares (the “Third Award”) Each award Is structured as a conditional nght to free shares, the terms of which
werg set after taking account of Jez Maiden's forfeited awards {which included performance and non-performance awards)

The First and Second Awards have now vested with the Third Award, subject to the termns of the Award, due to vest on 17 November
2011 The extent of vesting of the Third Award 1s also dependent on the satisfaction of performance tamets assessed over a three-year
perforrnance penod

The performance targets applying to the Third Award are identical to those set for the 2008 LTIP awards, details of which are set out
above {a mix of eamings per share and shareholder retum targets)

Awards of shares granted under one-aff arrangements to Dean Finch and Jez Maiden in relation to their appontments
are shown below

At 1 Dunng ysar At 31 Markat price
January December QOption at date of Date of
2010° Granted Exercised  Lapsed 2010 pnce eXercise vesting
Dean Finch First Award' - 28,023 - - 28,023 - - 141
Second Award' - 18,281 - - 18,281 - - 1412
Jez Maiden Second Award 40,565 - 40,565 - - - 2337p 171110
Third Award? 55176 - - - 55,176 — - 17111

Notas

' Each award 13 structured as an award of forfettable shares At the time of vesting the refevant shares subject to the awards will cease to ba subject 10 a ngk
of forferture

2 The extent of vesting of the Third Award will be dependent on the satisfaction of perfonmance targets assessed over a three year performance penod The
performance targets apphang 10 the Third Award are dentical to those set for the 2008 LTIP awards details of which are set out above (a mix of eaming per share
and shareholder retum targets).
*  The number of shares subject to Tha First Award the Second Award and the Third Award was adjusted to incorporate the effects of the Rights lssue, effective
15 December 2009 and muttpled by a tactor of 19248 The adustment process is standard practice and results n the mmpact of the Faghts Issue beng neutrat on
outstanding awards where the Rights Issue 1s undertaken at a discount as was the case at National Express) and ensures consistency of treatment fin value terms)
between shareholders and award hoiders |
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Long Term Incentive Plan (“LTIP") Awards

Performance shares of 1 x salary are awarded o Executive Directors as nil cost options under the Long Term Incentive Plan In additiory
100 matching shares are awarded for every 30 investment shares pledged or invested by the Director under the share matching
element of the LTIP Further detalls of the LTIP and the performance condittons that have applied to each award below are shown

on page 57

Dean Finch

Jez Maiden

Ray O'Toole
{resigned
5 May 2010)

Notes

LTIP Share
Awards

Performance
Shares

Matching
Shares
Performance
shares

Matching
shares
Performance
shares
Matching
shares
Performance
shares
Performance
shares
Matching
shares
Performance
shares
Matching
shares

Performance
shares

Matching
shares

At1
January
2010

176,342

132,637

54,681
77573
12,830
193,251

193,249

Granted
227,272

227270

174,672

174,670

174,672

174,670

Dunng year

Exercised

Lapsed'

At 3
December
2010

227,272
227,270
176,342
132,637
174,672

174,670

77,573

12,830
193,251
193,249
174,672

174,670

Market
prce on
date of
award

220 3p
2203p
405 0p
4050p
230 0p
2300p
1320 0p
8992 5p
992 5p
405 Op
405 Op
2300p

2300p

Market
pnce at
date of
exXercise

Date from
which
exercisable

150313

150313

010912

010912

010413

010413

110410

100411

10041

010912

010912

Q10413

010413

Expiry
date

150913

150813

010313

010313

011013

011013

111010

10101

101011

010313

010313

011013

011013

' Performance and matching shares granted under the LTIP on 11 Aprd 2007 lapsed on 11 Aprd 2010 TSR performance had been such as to rasult n 0% of that part
of the performance and matching share awards that were subject to the TSR performance condition to vest and the ERS periormance had been such as to result n
0% ol that part of the performance and matching share awards that were subject (o the EPS perforrmance condition 10 vest
In respect of the operation of the Long Term Incentive Plan the Company operates the National Express Group Employee Benefit Trust
which currently holds 429,222 shares as at 24 February 2011

The Register of Directors' Interests maintained by the Company containg full detads of the Directors' holdings of shares and eptions
over shares in the Company No LTIPs vested dunng the year The aggregate value of the LTIPs which vested in 2009 was £92,021
The mid-market pnce of the Company's ordinary shares at 31 December 2010 was 251p (2009 191 9p) and the range duning the year
ended 31 Decermnber 2010 was 259 6p to 194p

By order of the Board

Roger Devlin

Director and Chairman of the Remuneration Comimuttee

24 February 2011

o
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Directors’ report

The Directors present ther annual report and the audited financial staternents for the year ended 31 December 2010

Principal activities
National Express Group PLC 1s the holding company of the National Express Group of companes Its subsidiary companies
provide mass passenger transport senices in the UK and overseas

Business review

Reviews of the business, hkely future developments and details of pnncipal nsks and uncertainties as reguired by Section 417
of the Compares Act 2006 and paragraph 4 1 8R of the Disclosure and Transparency Rules of the Financial Services Authonty
{the “DTRs”) can be found In the following pages and are incorporated by reference into this report

* Group Chief Executive's review on pages 4 t0 8
¢ Performance and Financial Review on pages 30 to 33

Branches outside the UK
The Company has branches in Span

Results and dividends

The profit on ordinary activities before tax from continuing operations for the year ended 31 December 2010 was £40 2 rmillion
(2009 loss of £83 5 million) and a profit attnbutable to equity shareholders of £61 4 milion (2009 loss of £53 5 million) was
transferred to reserves

The Directors recommend a final dividend for the year of 6p per ordinary share (2009 nil)y No interim dimdend was pad dunng
the year (2009 nil) Subject to shareholder approval, the final dmdend of 6p per ordinary share will be paid on 13 May 2011 to
ordinary shareholders on the register of members at the close of business on 26 Apnl 2011

Directors
The Directors of the Company who served dunng the year were

John Devaney

Dean Finch (appointed 15 February 2010}
Miranda Curtis

Jorge Cosmen

Roger Devin

Sir Andrew Foster

Jez Maiden

Ray O'Toole (resigned 5 May 2010}

Tim Score

Directors are appointed by ordinary resolution at a general meeting of ordinary shareholders The Directors have the power to
appoint a Director dunng the year but any person 8o appointed must be put up for appointment at the next Annual General
Meeting One-third of the Directors, or the number nearest to but not exceeding one-third, must retire from office at each
Annual General Meeting A retinng Director is eligible to stand for re-appointment Any Director who has held office for three
years or more since therr last appointment must retire and coffer themselves for re-appointment  In accordance with the
provisions of the Articles of Association of the Company, Jez Maiden and Roger Deviin will retire by rotation at the 2011 Annual
General Meeting and, being eligible, will offer themselves for re-election Ray O'Toole resigned as Drrector of the Company

on 5 May 2010 The names and biographies of the current Directors of the Company appear on pages 40 to 41 Details of the
remuneration of the Directors, therr interests in shares of the Company and service contracts are contamed in the Directors’
Remuneration Report on pages 51 to 63

Corporate Governance
A full report on corporate governance including the Company's corporate governance statement can be found in the
Governance section of this document and 1s ncorporated by reference into this report

Directors’ interests in contracts
Except as stated in note 36 on page 131, no contract existed dunng the year in relation to the Company’s business in which
any Director was matenally interested
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Directors’ Liability Insurance

The Company maintains Directors’ and Officers’ Liability Insurance in respect of legal action that might be brought against
its Directors Pursuant to the Company’s Articles of Association the Company has indemnified its Directors and Qfficers in
accordance with the provisions of Section 233 of the Companies Act 2006 A copy of the Articles of Association i1s avalable
for inspection at the Company's registered office

Events after the balance sheet date
There have been no important events of the Company or its subsidianes after the balance sheet date

Employment policies

The Group strives to meet its business objectives by motvating and encouraging its employees to be respensive to the needs |
of ts customers and continually improve operational performance The Group 1s committed to providing equality of opportunity
to employees and potential employees This applies to appropriate training, career development and promotion for all
employees, regardless of physical ability, gender, sexual onentation, religion, age or ethnic ongin  All businesses in the Group
report diversity data

Full and far consideration 1s given to apphcations for employment recerved from disabled persons, according to their skills and
capabilites The services of any existing employee disabled dunng therr pencd of employment are retamned wherever possible

Employee involvement

The Group encourages employee involvernent in its affars  Subsidiary companies produce a range of internal newsletters and
arrculars which keep employees abreast of developments Senicr management within the Group meet regularty to review
strategic developments and a Management Conference 1s held annually to bnng our senior managers together to share ideas
and develop policy Dialogue takes place regutarty wath Trade Unions and other employee representatives on a wide range

of issues Employees are able to share in the Group’s results through vanous employee share schemes

Employee views are also sought through regular smployee satistaction questionnares, both within business urits and across
the Group Following such surveys, results are shared with employees and action plans are put in place to deal with 1ssues
ansing The Group’s Innovation programme gives high pnonty to employee engagement as well as sesking the opinions of
our customers

The Group places considerable emphasis on the development of its employees through indmdual development plans
A schemme to focus on the identification and development of our high potential staff was launched in 2010 Succession plans
are In place N each business and these are monitored by the Board

Environmental policy

Information on the Group’s environmental ntiatives can be found in the Corporate Responsibiity Review on page 38 and in the
Corporate Responsibility section of the Company's website, www nationalexpressgroup com, where you wil find Corporate |
Responsibility reports, policies and other information |

Charitable and polttical contributions

Chantable donattons made dunng the year totalled £151,000 (2009 £187,000) It s the Group's policy not to make political
donations and accordingly none were made in the year However, the Company did attend and sponsor vanous political events
dunng the year for which total expenditure was £14,000 (2008 £11,000)

Creditors’ payment policy and practice
It 1s the Company's policy to agree terms of payment pnor to commencing trade with any supplier and to abide by those terms
based on the timely submission of satisfactory invaices

Trade creditor days of the Company for the year ended 31 December 2010 were 23 days (2009 20 days) based on the ratio
of Company trade creditors at the end of the year to the amounts invoiced durning the year by trade creditors

Financizal instruments

Detalls of the use by the Company and its subsidianes of financial nstruments and any related nsk management objectives and
policies (including hedging policy) and exposure (including pnee, credit, iquidity or cash flow nsk} of the Company in connection
with such financial instruments can be found In the Notes to the Consolidated Accounts on pages 116 to 119 and are
incorporated by reference into this report

9OUBIAAOCY)
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Directors’ report continued

Major shareholdings
Disclosures of major shareholdings notified to the Company pursuant to DTR5 are shown on page 46 and these disclosures are
incorporated by reference into this report

Share capital and rights attaching to the Company’s shares

Under the Company’s Articles of Association, any share in the Company may be issued with such nghts or restnctions, whether
n regard to dividend, voting, retum of capital or otherwise as the Company may from time to time by ordinary resolution
determine (or, In the absence of any such determination, as the Directors may determing}

At 31 December 2010, the Company's 1ssued share capital consisted of a single class of ordinary shares with a nominal value
of 5p At a general meeting of the Company every member has one vote on a show of hands and on a poll one vote for each
share held The Notice of Meeting accompanying this document, specifies deadlines for exercising voting nghts either by proxy
or by being present in person in relation to resolutions to be passed at a general meeting Detalls of the authornsed and 1ssued
share capital of the Company and details of shares issued dunng the year can be found in note 32 on page 120

No shareholder 1s, unless the Board decides otherwise, entitled to attend or vote either personally or by proxy at a general
meeting or to exercise any other nght conferred by being a sharehclder if he or she or any persen with an interest in his or her
shares has been sent a notice under Section 793 of the Companies Act 2006 (which confers upon public companies the power
to require information with respect to interests in their voting shares) and he or she or any interested person faled to supply the
Company with the information requested within 14 days after delivery of that notice The Board may also decide that no
dividend 1s payable in respect of those default shares and that no transfer of any default shares shall be registered These
restnctrons end seven days after recept by the Company of a notice of an approved transfer of the shares or all the information
required by the relevant Section 793 notice, whichever 1s earlier

The Directors may refuse to register any transfer of any share which 1s not a fully-paid share, athough such discretion may
not be exercised in a way which the Financial Services Authority regards as preventing dealings in shares of that class from
taking place on an open or proper basis The Directors may likewise refuse any transfer of a share in favour of more than four
persons jointly

The Company Is not aware of any other restnctions on the transfer of ordinary shares in the Company other than
= certan restrictions that may from time to time be imposed by laws and regulations (for example, insider trading laws}, and

* pursuant to the Listing Rules of the Financial Services Authonty whereby certain employees of the Company require approval
of the Company to deal in the Company's shares

The Compary 18 not aware of any agreements between shareholders that may result in restnctions on the transfer of securities
or voting nghts

Resolutions will be proposed at the 2011 AGM to authorise the Directors to exercise all powers to allot shares, or grant nghts
for, or to convert any security nto, shares, and approve a imited disapplication of statutory pre-emption nghts Details are set
out In the Notice of Meeting accompanying this document

The Company was granted authonty at the AGM in 2010 to purchase its own shares up to an aggregate value of 10% of the
1ssued nominal capital The authonty was not used dunng the year The authority 1s renewed annually and approval will be
sought at the AGM in 2011 for its renewal Further detalls are set out in the Notice of Meeting accompanying this document

As at 24 February 2011, the Company held a total of 1,668,688 ordinary 5 pence shares {(nominal value £83,434} in treasury
equal to 0 33% of the 1ssued share capital
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Share schemes

The IFG Trust (Jersey} Limited, as Trustee of the National Express Group Employee Benefit Trust, as at 24 February 2011 held
420,222 shares (0 084% of the share capital) of the Company for employee share schemes Further details of the Company's
employee share schemes can be found in note 7 on page 89 and are incorporated by reference into this report The Trustee
may vote the shares held by the Trust at its discretion

Articles of Association
Any amendments to the Company’s Articles of Association may be made in accordance with the provisions of the Companies
Act 2006

Annual General Meeting

The Annual General Meeting ("*AGM"} will be held at 11 00am on 10 May 2011 at Kings Place, S0 York Way, London, N1 9AG
At the meeting, special resolutions will be proposed to authonse the Directors 1o 1ssue shares without applying statutory pre-
emption nghts, to authonse the Company to make market purchases of its own shares and to authonse the calling of generat
mestings (other than Annual General Meetings) on 14 clear days’ notice Full detalls are provided in the Notice of Meeting If you
would like to register any question you may have in advance of the AGM you can do so at mfo@nationalexpress com or you
can wnte to the Company Secretary at National Express Group PLC, National Express House, Birmingham Coach Station,

Mill Lane, Digbeth, Birmingham B5 60D

Powers of the Directors

Subject to its Articles of Association and relevant statutory law and to any direction that may be given by the Company in

general meeting by special resolution, the business of the Company shall be managed by the Directors, who may exercise

all powers of the Company which are not required to be exercised by the Company in general meeting '

Matenal contracts and change of control agreements
The Company is party to a number of banking agreements which allow for notification of change of control within five days
of becoming aware of the event following which repayment of outstanding commitments 1s to be made within 30 days

Under the terms of the £1,000,000,000 Euro Medium Term Note Programme under which the Company issued Mediurn Term
Notes (*MTNs") to vanous institutions on 7 January 2010, there 1s a change of contro! put option such that, upon a change of
contro! event, any holder of any MTN may require the Company to redeem or purchase that MTN

The Group's UK Rail portfolio currently compnses two DfT franchises National Express East Anglia and c2¢  Each rail franchise
agreement with DfT contans termination nghts for the benefit of DfT which would be tnggered by a change of control In
National Express Group PLC

The Group's rail franchisees lease therr rolling stock All of Natonal Express East Angha’s rolling stock leases with HSBC Rail
(UK} Limited and its more significant leases with Porterbrook Leasing Company Limited cortan termination nghts for the benefit
of the lessor which would bs tnggered by a change of control in National Express Group PLC
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The Group’s North Amencan business operates school bus services under contracts with school boards Those contracts
mvanably contain a change of control clause for the benefit of the board which would be tnggered by a change of control In
National Express Group PLC While no one single school bus contract could be considered signfficant in the context of the
Group turnover, the impact on that tumover In the event that each school board exercised 1its termination nght on a change
of control would be significant

Directors’ and employees’ service contracts

Dean Finch has a provision in hus service contract which provides that if there 1s a change of control within 24 months of his
commencement date and directly or indirectly in connection with it the Company inhiates a termination other than for cause,
or Dean Finch serves notice of termination on the Company on account of provable constructive dismissal, then the penod of
notice required from the Company will Increase from 12 months to 24 months There are no other agreements between the
Company and its Directors or employees providing for compensation for loss of office or employment {whether through
resignation, purported redundancy or otherwise) that occurs because of a takeover bid

Auditors
Resolutions to appoint Emst & Young LLP as auditors of the Company and to authonse the Directaors to fix therr remuneration i
will be proposed at the 2011 AGM

Disclosure of information to auditors

The Directors confirm that, so far as they are aware, there 1s no relevant audit nformation of which the Company’s auditors are
unaware and that each Director has taken all the steps that they ought to have taken as a Director In order to make themselves
aware of any relevant audit information and to establish that the Company's auditors are aware of that information
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Directors’ report continued

Going concemn

After reviewing the 2011 budget and longer-term plans, the Dwectors are satisfied that, at the tme of preparation of these
accounts, 1t 1s approprate to adopt the going concern basis i preparing the accounts Detalls of borrowings, liquidity risks
and committed faciities can be found in notes 29 and 30 to the Group financial statements and in the Performance and
Financial Review

Directors’ responsibilities for the financial statements

The Directors are responsible for prepanng the annual report and the financial statements in accordance with applicable United
Kingdom faw and International Financial Reporting Standards as adopted by the European Union or, in the case of the
Company's accounts, UK GAAP

The Directors are required to prepare financial statements for each financial year that give a true and fair view of the financial
position of the Company and of the Group and the financial performance and cash flows of the Group for that peniod In
prepanng those accounts the Directors are required to

» select sutable accounting policies and then apply them consistently,
« present information and accounting policies 1n a manner that provides relevant, reliable and comparable infermation,

+ provide addiional disclosures where necessary 1o enable users to understand the impact of particular transactions, other
events and conditicns on the Group's financial positicn and financial performance,

« state that the Company and the Group have complied with applicable accounting standards, subject to any matenal
departures disclosed and explaned in the accounts, and

» make judgements and estimates that are reascnable and prudent
The Birectors confirm that these accounts comply wath the above requirements

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any tme the
financial positicn of the Company and the Group and enable them te ensure that the accounts comply with relevant legislation
They are also responsibie for safeguarding the assets of the Company and the Group and hence for taking reasonable steps for
the prevention and detection of fraud and other irregulanties

The Directors are responsible for the maintenance and integnty of the corporate and financial information included on the
Company’s website Information published on the intemet 1s accessible N many countries with different legal requirements
Legislation in the United Kingdom governing the preparation and dissermination of financial statements may differ from
legislation In other junsdictions

Directors’ responsibility statement pursuant to DTR 4
The Directors confirm that, to the best of each person’s knowledge

(8) the financial statements set out in pages 70 to 146, which have been prepared In accordance with applicable United
Kingdom law and intemational Financial Reporting Standards as adopted by the European Union or, in the case of the
Company’s accounts, UK GAAP, give a true and fair view of the assets, labilities, financial position and profit of the
Company and of the Group taken as a whole, and

() the Performance and Financial Rewiew on pages 30 to 33 contained in this report includes a far review of the development
and performance of the business and the position of the Company and the Group taken as a whole, together with a
descnption of the principal nsks and uncertainties that they face

By order of the Beard

Tony McDonald
Secretary
24 February 2011
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68  National Express Group PLC




Independent Auditor’s Report
to the Members of National
Express Group PLC

We have audited the Group financial staterents of National Express Group PLC for the year ended 31 Decemnber 2010 which
compnse the Group Balance Sheet, the Group Income Statement, the Group Statement of Gomprehensive Income, the Group
Statement of Cash Flows, the Group Statement of Changes in Equity and the related notes 1 to 38 The financial reporting
framework that has been applied in therr preparation 1s apphcable law and Intemational Financial Reporting Standards (“IFRSs")
as adopted by the European Union

This report 1s made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006 Our audit work has been undertaken so that we rmight 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 fuliest extent permitted by law, we do not
accept or assume responsibility to anyone other than the Company and the Company's members as a bady, for our audit
work, for this report, or for the opinions we have formed

Respective responsibiliies of Directors and auditor

As explained more fully in the Directors’ Responsibilities Statement set out on page 68, the Directors are responsible for the
preparation of the Group financial statements and for being satisfied that they give a true and far view Cur responsibility

1S to audit and express an opmon on the Group financial statements in accordance with applicable law and International
Standards on Auditing (UK and Ireland) Those standards require us 1o comply with the Auditing Practices Board's Ethical
Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining ewdence about the amounts and disclosures in the financial statements sufficient to give reasonable
assurance that the financial staternents are free from matenal misstaterent, whether caused by fraud or error This inciudes

an assessment of whether the accounting policies are appropriate to the Group's circumstances and have been consistently
applied and adequately disclosed, the reasonableness of significant accounting estimates made by the Diractors, and the
overall presentation of the financial statements

Opinion on financial statements

In our opimion the Group financial statements

* gwveatrue and farr view of the state of the Group's affars as at 31 December 2010 and of its prefit for the year then ended,

e have been properly prepared in accordance with IFRSs as adopted by the European Urion, and

* have been prepared in accordance with the requirements of the Companies Act 2006 and Article 4 of the IAS Regulation

Opinion on other matters prescribed by the Companies Act 2006

In our opinion

= the nformation given in the Directors’ Report for the financial year for which the financial statements are prepared 18
consistent with the financial statements, and

* the information given in the Corporate Governance Statement set out on pages 38 te 50 with respect to internal control and
nsk management systems in relation to financial reporting processes and about share capital structures 1s 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

Under the Companies Act 2008 we are required to report to you if, In our opinion

» certan disclosures of Directors' remuneration specified by law are not made,
» we have not received all the information and explanations we require for our audit, or
» a Corporate Governance Statement has not been prepared by the Company

Under the Listing Rules we are required to review

» the Directors’ statement, set out on page 68, in relation to going concem,

» the part of the Corporate Governance Statement relating to the Company’s compliance with the nine provisions of the
June 2008 Combined Code specified for our review, and

« certan elements of the report to shareholders by the Board on Directors’ remuneration

Other matter

We have reported separately on the parent Company financial statements of National Express Group PLC for the year endad
31 December 2010 and on the information in the Drrectors’ Remuneration Report that 1s descnbed as having been audited

Ahson Baker (Senior statutory auditor) 8‘ M"&\(M—S u_r
for and on behalf of Emst & Young LLP, Statutory Auditor

London

24 February 2011
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Group Income Statement
For the year ended 31 December 2010

Total bafore Total before
intangible Intangible ntangile Intangible
amortisation amortisation amortisation arnortisaton
and exceptional and excepticnal andexceptonal  and exceptional
items. itemns Total ftems tems Total
2010 2010 2010 2000 2009 2009
Note fm £m £m £m £m £&m
Continuing operations
Revenue 4 2,125.9 - 2,125.9 27111 - 27111
Operating costs before intangible
amortisation and exceptional
tems (1,921.7) - {1,921.7) (25513 - 2,551 3
Intangible amortisation 5 - (57.1} (57.1) - (60 4) (B0 4)
Exceptional tems 5 - 61.2) 61.2) - (100 0) (100 0
Total operating costs 6 {1,921.7) (118.3) (2,040.0) (2,551 3} (160 4) 27117
Group operating profit/(loss) 204.2 (118.3} a59 1598 (160 4) 08
Loss on disposat of
non-current assets 5 - - - - (7 4) (7 4}
Profit/loss) from operations 204.2 (118.3) 85.9 1598 {167 8) 80
Share of post tax results from
associates and jont ventures
accounted for using the equity
method 18 0.3 - 0.3 01 {120) {12 1)
Finance income 9 48 - 48 96 - 96
Finance costs 9 (48.8) {2.0) (50.8) {53 1) (19 9) {730
Profit/{loss) before tax 160.5 (120.3) 40.2 1162 (198 7} (83 5)
Tax {charge)/crednt 10 {39.2) 61.7 225 23 0) 456 226
Profit/{loss) after tax for the year
from continuing operations 121.3 (58.6) 62.7 932 (154 1) {609
{Loss)/profit for the year from
discontinued operalions 11 - 0.4} (0.4) - 82 82
Profit/{loss) for the year 121.3 (59.0) 62.3 932 (145 9) 527)
Profit/loss) attnbutable to equity
shareholders 120.4 (59.0) 614 924 (1459 (53 5)
Profit attnbutable to non-
controling interests 0.9 - 0.9 08 - 08
121.3 (59.0) 62.3 932 (145 9) 52 7)
Eamings per share
- basic eamings per share 13 12.0p (17 6p}
- diuted eamings per share 13 12.0p (17 6p}
Normalised eamings per share
- basic samings per share 13 23 6p 30 5p
- diuted earmings per share 13 23 5p 30 4p
Eamings per share from
contnung operations
—basic eamings per share 13 12.1p (20 3p}
—diluted eamings per share 13 12.1p {20 3p}
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Group Statement of
Comprehensive Income

For the year ended 31 December 2010

2010 2009
Note £m Bn
Profit/{oss) for the year 62.3 527)
Other comprehensive income:
Exchange differences on retranslation of foreign operations (net of hedging) (1.8) (787}
Exchange differences on retranslation of non-controling interests 0.2 0 4}
Actuanal gans/(fosses) on defined benefit pension ptans 34 343 181)
Gain on cash flow hedges taken to equity 214 p2
Transfers to the ncome statement on cash flow hedges 23 820
Tax on exchange differences (6.0) 19
Deferred tax on actuanal gans/losses) (9.8) 54
Defarred tax on ¢ash fiow hedges (66) (230
Other comprehensive iIncome/(expense) for the year net of tax 333 (307)
Total comprehensive iIncome/{expense) for the year 95.6 (83 4)
Total comprehensive income/(expense) attnbutable to:
Equity shareholders 94.9 (838
Non-controling interests 0.7 04
95.6 (83 4)
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Group Balance Sheet
At 31 December 2010

2010 2009
Note £m £m
Non-current assets
Intangble assets 14 1,284 2 1,3429
Property, plant and equipment 15 7141 6726
Financial assets — Avalable for sale 7 7.8 77
- Denvative financial instruments 17 7.2 33
Investments accounted for using the equity method 18 66 67
Trade and other recevables 20 60 40
Deferred tax asset 27 28 352
2,028.7 20794
Current assets
Inventones 21 176 164
Trade and other recevables 22 226.8 2267
Financial assets — Dervatve financial nstruments 17 183 59
Cumrent tax assets 34 37
Cash and cash equivalents 23 128.8 1058
394.9 3585
Total assets 24236 2,437 9
Non-current habilites
Financial labilites ~ Borrowings 28 (674.4) (605 1)
— Denvatve finanocial instruments 28 5.1) {112
Deferred tax hability 27 (86.9) (99 0
Cther non-current habiliies 25 (25.2) 216
Non-current tax labiitres (12.3) -
Defined benefit pension liability 34 {10.9) {54 9)
Provisions 26 {35.7) (22 0)
{(850.0} (714 8)
Current liabilities
Trade and other payables 24 {501 0) 4670
Financial labiities - Borrowings 28 (64.4) (258 4)
- Denvative financial instruments 28 (12.4) (360
Current tax habilthes (12.1} (56 8)
Provisions 26 (439 ©26)
{633 8) (880 8)
Total habilihes (1,483 8) {1,595 6}
Net assets 939.8 8423
Shareholders’ equity
Called up share capital 32 2586 256
Share premiurm account 832.7 5332
Caprtal redemption reserve G2 02
QOwn shares (14 1) (14 6)
Other reserves 33 125.1 1161
Retained eamings 263.7 1758
Total shareholders' equity 9332 8363
Non-controling interest In equity 66 60
Total equity 9398 8423
! o
D Finch Group Chief Executive ~

J K Maiden Group Finance Director
24 February 2011
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Group Statement of Changes in Equity
For the year ended 31 December 2010

Share Capital Own Other Nen-
Share  premium redemption shares  resorves  Retained controlling Total
capital account reserve {note 32) {note 33) earmings Total Interests equity
£m £m £m £m £m £m £m £m £m
At 1 January 2010 256 533.2 0.2 (14.6) 116.1 175.8 836.3 6.0 8423
Costs of Rights Issue - {0.5) - - - - {0.5) - {05
Shares purchased - - - .0 - - 1.7 - (1.7
Own shares released to satisfy
employee share schemes - - - 22 - (2.2) - - -
Total comprehensive Income - - - - 9.0 85.9 949 0.7 95.6
Share-based payments - - - - - 3.9 3.9 - 3.9
Tax on share-based payments - - - - - 0.3 0.3 - 0.3
DOradends pad to non-
controling interest - - - - - - - 0.1) {0.1)
At 31 December 2010 256 5327 02 {14.1) 125.1 263.7 933.2 6.6 939.8
Share Capital Own Other Non-
Share premIuUm  redermphon shares reserves Retamad controfing Total
capital account reserve {note 32) {note 33) earmgs Total nterests SquIty
m £m £m £m £m £m £m £m
At 1 January 2009 77 1957 o2 {15 2) 1337 257 2 5793 61 5854
Shares 1ssued 179 3367 - - - - 3546 - 3546
Shares purchased - - - (18 - - (18) - (18
Shares sold - - - 13 - o 03 - 03
Reclaim of VAT on histoncal
share 155ue costs - 08 - - - - 08 - 08
Own shares released to satisfy
employee share schemes - - - 11 - (1) - - -
Total comprehensve income - - - - (17 6) 66 2) (83 8) 04 834
Share-based payments - - - - - 19 19 - 19
Tax on share-based payments - - - - - 02 02 - 0z
Dmdends - - - - - (152 (152) - (15 2)
Dmdends pard to non-
controling interest - - - - - - - {05 05
At 31 December 2009 256 5332 02 (14 6) 1161 1758 8363 60 8423

National Express Group PLC
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Group Statement of Cash Flows
For the year ended 31 December 2010

2010 2009
Note £m m
Cash generated from operations ar 222.1 2180
Tax {(pard)/recenved {8.6) 26
Net cash from operating achwvities 213.5 2206
Cash flows from investing activities
Payments to acquire businesses, net of cash acguired 194) 01 -
Deferred consideration for busmesses acquired and disposed {2.4) 07
Purchase of property, plant and equipment (49.9) 812
Praceeds from disposal of property, plant and equipment 74 351
Payments to acguire mtangible assets 14 (2.0) (58
Payments to acquire avallable for sale investments (0.3) -
Receipts from disposal of avalable for sale investments - 10
Receipts from disposal of businesses, net of cash disposed - 284
Receipts in respect of discontinued operations 11 03 55
Dmdends received from associates 02 06
Interest receved 11 96
Net cash used in Investing activities (45.5) 61)
Cash flows from financing activities
Proceeds from issue of ordinary shares - 3579
Payments incurred on the 1ssue of ordinary shares (3.8) -
Proceeds from sale of treasury shares - 03
Purchase of treasury shares an {18
Reclam of VAT on histoncal share 1ssue costs - 08
Interest pad {43.8) (52 8)
Finance lease prncipal payments (18.7 (50 4)
Net loans repaid (74.0) (434 4}
Fayments for the matunty of foreign currency contracts (2.0} (15 1)
Dmdends paid to non-controling interests - 05
Dradends pard to shareholders of the Company - (152
Net cash used in financing activities {144.0) 2113
Increase in cash and cash equivatents 240 33
Opening cash and cash equivalents 105.8 1059
Increase in cash and cash equivalents 24.0 33
Forexgn exchange {1.0) (34
Closing cash and cash equivalents 23 128.8 1058
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Notes to the Consolidated Accounts
For the year ended 31 December 2010

1 Corporate information

The consolidated accounts of National Express Group PLC and its subsidianes {“the Group”) for the year ended 31 Decermber
2010 were authonsed for 1ssue N accordance with a resolution of the Directors on 24 February 2011 National Express Group
PLC 15 a public imited company incorporated in England and Wales whose shares are publicly traded on the London Stock
Exchange

The principal actvities of the Group are descnibed In the Operating Review that accompanies these accounts

2 Accounting policies
Statement of comphance

These accounts have been prepared in accordance with intemational Financial Reporting Standards (“IFRS") and interpretations
of the International Financial Reporting Interpretations Committee ('IFRIC”) as adopted by the European Union (“EU"), and with
those parts of the Companies Acts 2006 applicable to companies reporting under IFRS The Group 1s required to comply with
intermaticnal accounting requirements under 1AS 1 ‘Presentation of Financial Information' except n extremely rare
circumstances where management concludes that compliance would be so misleading that it would conflict with the objective
to ‘present farly’ its accounts On thus basis, the Group has departed from the requirements of IAS 19 ‘Employee Benefits’ and
has accounted for its constructive but not legal obligations for the Ralways Pension Scheme (RPS) under the terms of its UK
ral franchise agreements Detalls of the background and rationale for this departure are provided in note 34, including the
Impact on the Group’s reported financial performance and position of adopting the accounting freatment as required by IAS 1

Basis of preparation

The financial statements have been prepared under the histonical cost convention, except for the recognition of denvative
financial instruments, available for sale investments and accounting for pensions detalled below

As noted above, the Group has taken the extremely rare decision to depart from the requirement of IAS 19 ‘Employes Benefits'
so as to present fany its financtal performance, position and cash flows in respect of its obligation for the RPS The detalls of
this departure and impact on the Group’s accounts are set out In note 34

A summary of the Group's accounting policies applied in prepanng the accounts for the year ended 31 December 2010 1s set
out below

The preparation of accounts in conformity with generally accepted accounting pnnciples requires the use of estimates and
assumptions that affect the reported amounts of assets and liabiities at the date of the accounts and the reported amounts

of revenues and expenses dunng the reporting penod  Although these estimates are based on management's best knowledge,
actual results may ultimately differ from those estimates

The key sources of estimation uncertainty that have a significant nsk of causing matenal adjustments to the carrying ameunts
of assets and habilities within the next financial year are the measurement and impairment of ndefinite ife Intangible assets
(inclucing goodwill), the measurement of defined benefit pension obligations, the measurement of tax assets and labilities and
the measurement of Insurance provisions  The measurement of intangible assets other than goodwill In a business combination
involves estimation of future cash flows and the selection of a suttable discount rate The Group determines on an annual basis
whether indefinite Ife Intangible assets are mparred and this requires an estimation of the value in use of the cash-generating
units to which the intangible assets are allocated Thrs requires estimation of future cash flows and choice of a suitable discount
rate (see note 14) Measurement of defined benefit pension obligations requires estimation of future changes in salanes and
inflation, as well as mortalty rates, the expected retum on assets and the choice of a sutable discount rate {see note 34) The
measurement of tax assets and labiliies reguires an assessment to be made of the potential tax consequence of certan items
that will only be resolved when agreed by the relevant tax authonties The estmation of the Insurance provisions 15 based on an
assessment of the expected settiernent on known claims together with an estimate of settlements that will be made in respect
of Incidents occurmng prior to the balance sheet date but for which claims have not been reported to the Group Key
accounting judgements which may impact future financial performance are described in the Performance and Financial Review

The consolidated accounts are presented in pounds Sterling and all values are rounded to the nearest one hundred thousand
Pounds {£0 im) except where otherwise indicated
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Notes to the Consolidated Accounts continued

2 Accounting policies continued
Basis of consohdation

The consolidated accounts comprise the accounts of National Express Group PLC and all its subsidianes drawn up to
31 December each year Adustments are made to bring any dissimilar accounting policies that may exist into ine with the
Group’s accounting policies

On acquisition of a business, the purchase method of accounting 1s adopted, and the Group Income statement includes the
results of subsidianes and businesses purchased dunng the year from the date control 1s assumed The purchase consideration
i1s allocated to assets and labilities on the basis of fair value at the date of acquisiion On the sale of a business, the Group
income statement includes the results of that business to the date of disposal

Intragroup transactions, balances and unrealised gans and losses on transactions between Group companies are eliminated

Non-controling interests represent the portion of comprehensive Income and equity In subsidianes that 1 not attnbutable to the
parent Company shareholders and 1s presented separately from parent shareholders’ equity in the consolidated balance sheet

Changes in accounting policies
The accounting policies adopted are consistent with those of the previous financial year except as follows
The Group has adopted the following armendments and IFRIC interpretations as of 1 danuary 2010

IAS 27 (Revised} ‘Consciidated and separate financial statements’ (effective for annual penods beginrung on or after 1 July
2009) The revised standard was 1ssued in January 2008 and requires that a change in the ownership interest of a subsidiary
(without loss of control) 1s accounted for as an equrty transaction Therefore, such transactions will no longer give nse to
geodwill, nor will they give nse to a gain or loss Furthermoere, the amended standard changes the accounting for losses
incurred by the subsidiary and the loss of control of a subsichary The new requirements did not have an impact on the
consolidated financial statements

IFRS 3 (Rewised) '‘Business combinations’ (effective for business combinations occurmng in accounting periods beginning on

or after 1 July 2009) This standard contmues to apply the acquisition method to business combinations However, 1t introduces
a number of changes that will impact the amount of goodwill recogrised, the reported results in the penod that an acquisition
oceurs, and future reported results The new requirements did not have a matenal iImpact on the consolidated financial
statements

IFRIC 17 ‘Distnbutions of Non-cash Assets to Owners' {effective for annual penods beginning on or after 1 July 2009) IFRIC 17
provides guidance on how an entity should account for distributions other than cash {non-cash assets) to owners The new
requirements did not have an impact on the consolidated financial statements, as the Group currently has no plan to distnbute
non-cash assets to owners

IFRS 2 (Amendment) ‘Share-based Payment’ (effective for annual penods beginning on or after 1 January 2010) The
amendment clanfies the accounting for group cash settled share-based transactions The new requirement does not have any
impact on the consolidated financial statements

IFRIC 19 ‘Extinguishing financial liabilities with equity nstruments’ (effective retrospectively, from the beginning of the earliest
comparative pencd presented, for annual penods beginming on or after 1 July 2010} this IFRIC clanfies the accounting when
an entity renegotiates the terms of its debt with the result that the kability is extinguished through the debtor 1ssuing its own
equrty Instruments to the creditor The new requirements cid not have an impact on the consolidated financial statements

Interests in joint ventures

The Group has a number of contractual arrangements with other parties to share controt of other entities which represent
joint ventures

The Group recognises Its interest n the entity’s assets and labilities using the equity method of accounting The Group balance
sheet includes the appropnate share of these joint ventures’ net assets or liabilities and the Income statement includes the
appropnate share of ther results after tax

Accounts of jointly controlled entities are prepared for the same reporting penod as the Group Adjustments are made In the
Group's accounts to elminate the Group's share of unrealised gains and losses on transachons between the Group and its
Jjointly controlled entities The Group ceases to use the equity method from the date it no longer has joint control over the entity
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2 Accounting policies continued
Interests Iin associates

Companies, other than subsidiaries and joint ventures, in which the Group has an investment representing not less than 20%
of the voting nghts and over which it exerts significant influence are treated as associates The consolidated accounts include
the appropnate share of these associates’ results and net assets based on therr latest accounts under the equity method

Income statement presentation

The income statement has been presented in a columnar format to enable users of the financial statements to view the
normalised results of the Group Normalised results are defined as the statutory results before the following, as appropnate
profit or loss on the sale of businesses, exceptional profit or loss on the sale of non-current assets and charges for goodwill
imparment, amortisation of ntangible assets, exceptional tems and tax relef on qualfying exceptional items and intangibles

Exceptional items

Exceptional items are matenal items of income or expenditure which, in the opinion of the Directers, due to therr nature and
infrequency require separate identfication on the face of the income statement to aliow a better understanding of the financial
performance N the year, n comparnson to pnor years

Revenue recognition
Rendering of services

Revenue comprises ncome from road passenger transport, tran passenger services and related actvities in the UK, North
Amenca and Europe Where appropriate, amounts are shown net of rebates and sales tax

Revenue 1s recognised by reference to the stage of completion of the customer's travel or services provided under contractual
arrangements as a proportion of total services to be provided

UK Rail revenue includes amounts attnbuted to the train operating companies (“TOCs”™), based pnncipally on agreed models
of route usage by Raitway Settlement Plan Limited (which administers the income allocaton system within the UK rail industry),
n respect of passenger receipts In addition, franchise agreement receipts from the Department for Transport Rail Division
{"DFT Raul") and local Passenger Transport Executives ("PTEs™} are treated as revenue Franchise agreement payments to DfT
Rall are recognised n operating costs UK Coach revenue compnses amounts receivable generated from ticket sales UK Bus
and European Coach & Bus revenue compnses amounts recevable generated from ticket sales and revenue generated from
services provided on behalf of local transport authonties, which 1s recognised as the senvices are provided For all the divisions
noted above, the relevant share of season ticket or travelcard ncome 18 deferred within labilities and released to the income
statement over the Iife of the relevant season ticket or travelcard North Amencan Bus revenue from school boards and similar
contracts Is recognised as the services are provided

Rental iIncome

Rental Income is accounted for on a straight-line basis over the lease term
Finance income

Revenue I1s recognised using the effective interest methed

Government grants

Government grants relatng to property, plant and equipment are included in labiities as deferred Income and are credited to
the income statement over the expected useful economic Iife of the assets concemed Other grants are credited to the Income
statement as the related expenditure 15 expensed

Segmental reporting

Each of the Group's business and geographical segments prowides services that are subject to nsks and returns that are
different from those of the other business segments Due to the nature of the Group’s operations the distinct business
segments ahgn directly with geographical segments which are operating in separate economic environments

The Group's segments compnse UK Bus, UK Coach, UK Rall, North Amencan Bus, European Coach & Bus, and Central
functions These segments are described In more detal in the Operating Review accompanying these accounts
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Notes to the Consolidated Accounts continued

2 Accounting policies continued
Leases

Leases of property, plant and equipment where substantially all the nsks and rewards of ownership of the asset have passed
to the Group, are capitalised in the balance sheet as property, plant and equipment Finance leases are capitalised at the lower
of the far value of the leased property and the present value of the minmum lease payments The capital element of future
obligations under hire purchase contracts and finance leases 1s included as a hability in the balance sheet The interest element
of rental cbligations 1s charged to the income statement over the penod of the lease and represents a constant proportion of
the balance of capital repayments outstandng Property, plant and equipment acquired under finance leases are depreciated
over the shorter of the useful life of the asset or the lease term

Leases of property, plant and equipment where a significant portion of the nsks and rewards of ownership are retained by
the lessor are classified as operating leases Rentals paid under operating leases are charged to the Income statement on a
straight-ine basis over the term of the lease Incentives received under operating leases and imitral direct costs In negotiating
the lease are amortised to the income statement on a straight-lne basts over the term of the lease

All matenal arrangements and transactions entered into by the Group are reviewed to check whether they contain elements that
meet the accounting definttion of a lease, although they may not follow the legal form of a lease

Borrowing costs

Borrowing costs are recognised as an expense when incurred except where they are directly attnbutable to the acquisition,
censtruction or production of a qualifying asset, in which case they are capitalised as part of the cost of that asset

Current tax and deferred tax

Current tax s provided on taxable profits earned according to the local tax rates applicable where the profits are eamed
Income taxes are recognised in the iIncome statement unless they relate to an item accounted for in other comprehensive
ncome or equity, In which case the tax is recognised directly in other comprehensive income or equity The tax rates and
tax laws used to compute the current tax are those that are enacted or substantively enacted by the balance sheet date

Deferred tax 1s prowded in full i respect of all matenal temporary differences at the balance sheet date between the tax bases
of assets and liabiities and therr camying amounts for financial reporting purposes, apart from the following exceptions

+ where the temporary difference anses from the inihal recognition of goodwill,

* where an asset or hability 1s recognised in a transaction that 1s not a business combination and that at the time of the
transaction affects nether accounting nor taxable profit or loss, and

* nrespect of nvestment in subsidianes, associates and joint ventures where the Group s able to control the reversal
of the terporary difference and it 1s probable that the temporary difference will not reverse in the foreseeable future

Deferred tax 1s measured on a nen-discounted basis at tax rates that are expected te apply In the periods in which the
temporary differences reverse based on tax rates and laws enacted or substantively enacted at the balance sheet date

Deferred tax assets are recognised to the extent that it 1s considered more iikely than not that future taxable profits will be
avallable against which the underlying temporary differences can be deducted Therr carmying amount 1s reviewed at each
balance sheet date on the same basis

Defarred tax assets and habilities are offset when they relate to ncome taxes levied by the same taxation authonty and when
the Group intends to settle its current tax assets and habilities on a net basis

Intangible assets

Intangible assets acquired separately that meet the recognition cntena of IAS 38 ‘Intangible Assets’, are captalised at cost

and when acquired in a business combination are capitalised at far value at the date of acquisitton Following mitial recognition,
finite life assets are amortised on a straight-ine basis and indefinite Iife assets are not amortised The amortisation expense

1S taken to the income statement through cperating expenses

The existing finite Iife Intangible assets have a residual value of nil and are amortised over therr estimated useful Iives as follows

Customer contracts - over the Iife of the contract (between 1 and 33 years)
Rght to operate TOC franchises — over the iife of the franchise (between 1 and 7 years)

Intangible assets with indefinite hives are tested annually for impaiment and the useful Iives of finite ife Intangible assets are
examined on an annual basis and adjustments, where apphcable, are made on a prospective basis Finite Ife assets are
reviewed for imparment where indicators of imparment exist

The Group's indefinite Iife intangible assets include customer relationships and goodwill Customer relationship intangible assets
are recogmsed only on contracts whers historical expenence has shown that these contracts are consistently renewed
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2 Accounting policies continued
Software

Computer software that s not integral to an item of property, plant and equipment 1s recognised separately as an intangible
asset and 1s camed at cost less accumulated amortisation and accumulated impairment losses Costs include software
lkcences, consulting costs attributable to the development, design and implementation of the computer software and interral
costs directly attnbutable to the development, design and implementation of the computer software Costs in respect of traming
arg expensed as incurred Amertisation 1$ calculated using the straight-line method so as to charge the cost of the computer
software to the income statement over s estmated useful Iife (seven years)

The carrying value of intangibles i1s reviewed for imparment if events ¢r changes in crcumstances ndicate that the camying
value may not be recoverable

Goodwill

Goodwill on acquisition 1s Initially measured at cost being the excess of the cost of the business combination over the Group’s
interest In the net farr value of the identifiable assets, habilibes and contingent habilites Following nitial recognition, goodwill 1s
stated at histonc cost less any accumulated impairment If an acquisition gives rise to an excess of the acguirer's interest in the
net farr value of the acquiree's identifiable assets, liabilihes and contingent habilimes over cost (previously refemred to as negative
goodwill), this 1s credited immediately to the iIncome statement

In accordance with IFRS 3, goodwill 1s not amortised  All goodwill 1s subject to an annual test of imparment and an impairment
charge recognised as required

Far value accounting adjustments are made 1n respect of acquisiions Fawr value adjustments based on provisional estimates
are amended within one year of the acquisition If required, with a corresponding adjustment to goodwill, In order to refine
adjustments to reflect further evidence gained post acquisition

Where goodwil forms part of a cash-generating unit and all or part of that unit 13 disposed of, the associated goodwill 1s
included in the cammying amount of the operation when determining the gan or loss on the disposal of the operation

Property, plant and equipment

All property, plant and equipment 1s stated at histonc cost less accumulated depreciation and accumulated imparment losses
Under the transitional arrangements of IFRS 1, the Group elected to deem the far value of certan revalued assets to be
equivalent to cost

Land and builldings compnse mainly vehicle depots and garages, and offices Freehold land 1s not depreciated Cther property,
plant and equipment are depreciated on a straight-line basis over ther estimated useful ives as follows

Freshold bulldings —30to 50 years
Long leasehold property improvernents - 15 to 40 years
Publkc service vehicles —-8ic 15 years
Plant and equipment, fixtures and fitings -3tc 15 years

Useful ves and residual values are revewed annually and adjustments, where apphcable, are made on a prospective basis
Repairs and maintenance are charged to the income statement dunng the financial penod in which they are incurred

An item of property, plant and equipment is derecognised upon dispesal or when no future economic benefits are expected
to anse from the contmued use of the asset Any gain or loss ansing on the derecognition of the asset is included in the Income
staterment in the penod of derecognition
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Notes to the Consolidated Accounts continued

2 Accounting policies continued
Impairment of non-financial assets

All non-current assets are reviewed for iImpairment whenever events or changes in ercumstances indicate that the carrying
amount may not be recaverable, except for ndefinite Iife ntangible assets and goodwill which are reviewed annually An
impatrment loss 1s recognised for the amount by which the camying amount of the asset exceeds its recoverable amount which
1s the higher of an asset's far value less costs to sell and its value N use For the purposes of assessing Imparment, assets are
grouped at the lowest level for which there are separately identifiable cash inflows

In assessing value In use, the estimated future cash flows are discounted to ther present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the nisks specific to the asset Imparment losses are
recognised in the ncome statement N expense categones consistent with the function of the imparred asset

Except for goodwill imparments, a review 18 made at each reporting date of any previous imparment losses to assess whether
they no longer exist or may have decreased If such indication exists, the asset’s recoverable amount 1s estimated and any
previously recognised imparment loss is reversed only If there has besen a change in the estimates used to assess the
recoverable amount since the last mpairment loss was recogniged [f that i1s the case the camying amount of the asset 1s
increased, subject to a mit of the asset’s net book value had no previous Impaiment ioss been recogrised Such reversal is
recognised in the income statement Future depreciation or amorhisation 1s then adjusted to allocate the asset’s revised carrying
amount over its remaining useful economic Iife Imparrments to goodwill cannot be reversed

Financial instruments

The Group determines the classification of its financial nstruments at initial recognition The Group classifies its financial assets
in the following categores at far value through profit or loss, loans and recevables, and avallable-for-sale The classification
depends on the purpese for which the financial assets were acquired

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading A financial asset 1s classiied in this
category If acquired principally for the purpose of seling i the short term  Denvatives are also categonsed as held for trading
unless they are designated as hedges Assets in this category are classified as current assets

Financial assets camed at far value through profit or loss are initially recogrised at fair value, and transaction costs are
expensed in the income statement Gans or losses ansing from changes in the fair value of the 'finanoial assets at farr value
through profit or loss’ category are presented n the Income statement within finance costs in the pertod in which they anse

Loans and receivables

Loans and recevables are non-denvative financial assets with fixed or determinable payments that are not quoted In an actve
market They are included in current assets, except for matunties greater than 12 months after the balance sheet date which
are classified as non-current assets The Group’s loans and recevables comprise ‘trade and other recewvables’ and ‘cash and
cash equivalents’ in the balance sheet

Available-for-sale financial assets

Avallable-for-sale financial assets are non-denvatives that are either designated i this category or not classified in any of the
other categones They are included in non-current assets unless management intends tc dispose of the investment within
12 months of the balance sheet date

The Group's Investments in entiies that are not subsidiaries, associates or jont ventures are classified as avarlable-for-sale
financial assets After initral recognition these assets are measured al farr value with gains or losses being recognised as a
separate component of equity until the investment 1s derecogrised or the Investment 1s determined to be mpared, at which
time the previously reported cumulative gain or loss 1s included in the ncome statement Where there 1s no active market for
the Group’s investments, fair value 1s determined using valuation technigues including recent commercial transactions and
discounted cash flow analyses In the absence of any other reliable external information, assets are carned at cost or amortised
cost as appropnate

The Group assesses at each balance sheet date whether there 1s objective ewidence that a financial asset or a group of financial
assets 1s mpaired In the case of equity secunties classified as available for sale, a significant or prolonged decline i the fair
value of the secunty below its cost 18 considered as an indicator that the secunties are impatred If any such evidence exists

for avarable-for-sale financial assets, the cumulative loss — measured as the difference between the acquisiion cost and the
current far value, less any imparment ioss on that financial asset previously recognised in profit or loss — 1s removed from
equity and recognised in the income statement Impairment losses recogrised in the income statement on equity INstruments
are not reversed through the income statement
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2 Accounting policies continued
Denvative financial instruments

The Group uses denvative financial Instruments such as foreign currency forward exchange contracts, fuel pnce swaps and
interest rate swaps to hedge its nsks associated with foreign currency, fue! pnce and interest rate fluctuations Such denvative
financial Instruments are inittally recognised at farr value and subsequently remeasured to far value for the reported balance
sheet The far value of foreign currency forward exchange contracts, interest rate and fue! pnce swaps 15 calculated by
reference to market exchange rates, interest rates and fuel pnces at the penod end

The Group's fuel pnce swaps are designated as cash flow hedges The portion of the gain or loss on the hedging nstrument
that 1s determined to be an effective hedge 1s recognised directly in equity, and the ineffective portion in the income statement
The gasns or losses deferred in equity in this way are recycled through the income statement in the same penod N which the
hedged underlying transaction or firm commitment i1s recognised in the income statement

The Group's interest rate swaps are designated as far value hedges The gamn or loss on the hedging instrument 1s recogrised
immediately in the ncome statement The carrying amount of the hedged item 1s adjusted through the ncome statement for
the gam or loss on the hedged itemn attnbutable to the hedged nsk, i this case movernents In the nsk free interest rate

Foreign currency dervatives are used to hedge the Group's net nvestrent In foreign currency denominated operatichs and

to the extent they are designated and effective as net investment hedges are matched in equity aganst foreign exchange
exposure in the related assets and habiities Gans and losses accumulated n equity are included in the Income statement
when the foreign operation i1s partially disposed of or sold Foreign currency forward currency contracts are also used to hedge
transactional exposures These contacts are not hedge accounted and all gans and losses are taken direct directty to the
income statement

For denvatves that do not qualify for hedge accounting, gains or losses are taken directly to the income statement in
the pernod

Hedge accounting 1s discontinued when the hedging instrument expires, 1s sold, terminated, exercised, or no longer qualifies
for hedge accounting

Inventories

tnventones are valued at the lower of cost and net realisable value on a FIFO basis, after making due allowance for obsclete
or slow moving items

Pre-contract costs

Pre-contract costs associated with secunng new rall franchises are expensed as incurred up to the point when a franchise 1s
awarded From this point In time, they are recognised as an asset and are expensed to the income statement over the Ife of the
franchise Costs associated with the commencement of all new contracts other than rait franchises are expensed as incurred

Trade and other receivables

Trade and other receivables are recognised and camed at onginal Invoice amount less an allowance for any uncollectible
amounts Doubtful debts are prowided for when collection of the full amount 1s no longer probable, whilst bad debts are wntten
off when identified

Cash and cash equivalents

Cash and cash equivalents as defined for the cash flow statement comprise cash in hand, cash held at bank with iImmediate
access, other short-term investments and bank deposits with matunties of three months or less from the date of ncaption
and bank overdrafts In the consohdated balance sheet cash Includes cash and cash equivalents excluding bank overdrafts
Bank overdrafts that have no legal nght of set-off aganst cash and cash equivalents are included wathin bomowings n
current habilthes

Trade and other payables

Trade payables are recognised initially at farr value and subsequently measured at amortised cost using the effective
interest method

Interest-beanng loans and borrowings

All loans and bormowings are intally recogrised at cost being the net far value of the consideration receved plus transaction
costs that are directly attnbutable to the issue of the financial asset or iabiity  After inimial recognition, interest-beanng loans
and borrowings are subsequently measured at amortised cost using the effective nterest method
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Notes to the Consolidated Accounts continued

2 Accounting policies continued
Insurance

The Group's policy 1s to self-nsure high frequency claims within the businesses To provide protection above these types of
losses the Group purchases insurance cover from a selection of proven and financially strong insurers The iNsurance provision
1S based on estmated exposures at the year end principally for claims ansing in the UK and North Amenca prior to the year-end
date, subject to the overall stop loss within the Group’s insurance arrangements The majonty of provisions will be utiised within
six years, and the provision has been discounted to take account of the expected timing of future cash settiements

Pensions and other post-employment benefits

The Group has a number of pension schemes, both of a defined benefit and defined contnbution nature Full details are
provided in note 34 including the departure from IAS 19 required for the Group's RPS obligations as outlined in the Staterment
of Comphance

The balance sheet position in respect of defined benefit schemes compnses the net value for each scheme of the present value
of the relevant defined benefit abligation at the balance sheet date less the fair value of plan assets The trustees complete

a full actuanal valuation tnennially, separately for each plan, but the cbligation 1s updated annually for financial reporting
purposes by Independent actuanes, using the projected unit credit method The present value of the obligation 1s determined
by the estimated future cash outflows discounted using interest rates of high quality corporate bonds which have terms to
rmatunty equivalent to the terms of the related hability

The current service cost and gamns and losses ¢n settlements and curtalments are recognised In staff pension costs within
operating costs In the Income statement Past service costs are included in operating costs where the benefits have vested,
otherwise they are amortised on a straight-lne basis over the vesting penod The finance elements of the pension cost,
compnsing the expected retum on assets of funded defined benefit schemes and the interest an pension scheme liabilities,
are also included n operating costs Actuarial gains and losses ansing from expenence adjustments and changes in actuanat
assumptions are charged or credited to other comprehensive Income N the pencd n which they anse

Qur TOCs participate In the RPS, a defined benefit scheme which covers the whole of the UK Rail industry This 1s partitioned
Into sections and the Group 1 responstble for the funding of these sections whilst it operates the relevant franchise In contrast
to the pension schemes operated by most businesses, the RPS 1s a shared cost scheme, which means that costs are formally
shared 60% by the employer and 40% by the employee A hability 1S recognised in line with ather defined benefit schemes In
the Group, although this is offset by a franchise adjustment so that the net liabilty represents the daficit that the Group expects
to fund dunng the franchise term This represents a departure from IAS 19 so as to present fairly the Group’s financial
performance, position and cash flow in respect of its obligations for the RPS

The charges in respect of defined contnbution schemes are recognised when they are due The Group has no legal or
constructive gbligation 1o pay further contrbutions nto a defined contnbution scheme if the fund has INsufficient assets to pay
all employees benefits relating to employee service in the current and prior penods

Share-based payment

The Group awards equity-settled share-based payments to certain employees, under which the Group receves services from
employees as consideration for equity instruments (options} of the Group  The fair value of the employee services received In
exchange for the grant of the options 1s recognised as an expense The total amount to be expensed 1s determined by
reference to the far value of the options granted, excluding the mpact of any nen-market service and performance vesting
condrtions (for example, profitability, sales growth targets and remaiming an employee of the entity over a specrfied time penod)
Non-market vesting conditions are included in assumptions about the number of options that are expected to vest The total
amount expensed Is recognised over the vesting penod, which 1s the period over which all of the specified vesting conditions
are to be satisfied At each balance sheet date, the entity revises its estimates of the number of opticns that are expected to
vest based on the non-market vesting condiions It recognises the impact of the revision to onginal estmates, If any, in the
ncome statement, with a corresponding adjustment to equity

Provisions

Provisions are recognised when the Group has a present legal or constructive obhigation as a resutt of past events, it 1s
probable that an outflow of resources will be required to settle the obligation, and a reliable estimate of the amount can be
made Provisions are measured at the Directors’ best estimate of the expenditure required to settle the obligation at the
balance sheet date, and are discounted to present value where the effect 1s matenal using a pre-tax discount rate The
amortisation of the discount 1s recognised as a finance cost

Contingent liabilties are obhigations that anse from past events that are dependent on future events They are disclosed In the
notes to the accounts where the expected future outflow 1S not probable
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2 Accounting policies continued
Share capntal, share premium and dividends

Where either the Company or employee share trusts purchase the Company’s equity share capital, the consideration paid,
including any transaction costs, is deducted from total shareholders’ equity as Own shares until they are cancelled or reissued
Any consideration subsequently received on sale or re-issue is included in sharehelders’ equity

Dmdend distnbutions to the Company's sharehelders are recogrised as a llabiity in the Group's financial statements on the
date when dividends are approved by the Company's shareholders Intenm dividends are recognised in the penod they are
pad

Non-current assets held for sale and discontinued operations

Non-current assets (or disposal groups) are classified as assets held for sale when their camying amount 1s to be recovered
principally through a sale transaction and a sale 1s considered highly probable They are stated at the lower of carmying amount
and fair value less costs to sell f their carrying amount 1s to be recovered pnnaipally through a sale transaction rather than
through continuing use

A discontinued operation 1s a component of the Group that has been disposed of, or is classified as held for sale and 1t either
represents a separate major kne of business or geographical area, 1s part of a plan to dispose of a separate major line of
business or geographical area, or was an acquired subsidiary intended for resale The resulting profit or loss from discontinued
operations 1s reported separately mn the income statement

Property, plant and equipment and intangible assets once classified as held for sale are not depreciated or amortised
Foreign currencies

The trading results of foreign currency denominated subsidianes, joint ventures and associates are translated into Sterling,
the presentation currency of the Group and functional currency of the parent, using average rates of exchange for the year
as a reasonable approximation to actual exchange rates at the dates of transactions

The balance sheets of foreign currency denominated subsidianes, jont ventures and associates are translated into Stering at
the rates of exchange ruling at the year end and exchange differences ansing are taken directly to the translabion reserve in
equity On disposal of a foreign currency denorminated subsidiary, the deferred cumulative amount recogrised in the translation
reserve (since 1 January 2004 under the transitronal nules of IFRS 1) relating to that entity 1s recognised In the income
statement All other translation differences are taken to the income statement, with the exception of differences on foreign
currency borrowangs and forward foreign currency contracts which are used to provide a hedge against the Group net
investments in foreign enterpnses These are taken drrectly to equity until the disposal of the net investment, at which time

they are recognised in the ncome statement

New standards and interpretations not applied

The IASB and IFRIC have 1ssued the following standards, interpretations and amendments with an effective date after the date
of these financial statements

IAS 32 (Amendment) ‘Financial Instruments Presentation’ (effective for annual penods beginning on or after 1 February 2010)
this amendment addresses the accounting for Rights Issues that are denominated m a currency olher than the functional
currency of the issuer The Group will apply this revised standard from 1 January 2011 and does not anticipate any matenal
impact on the financial statements

IAS 24 (Amendment} 'Related party disclosures’ (effective for annual penods begmring on or after 1 January 2011) the '
amendment simplifies the disclosure for government-related entities and clanfies the definition of a related party The Group
will apply this revised standard from 1 January 2011

IFRIC 14 (Amendment) '|AS 19 — The Iimit on a defined benefit asset, minimum funding requirements and their interachor’
(effective for annual pencds beginming on or after 1 January 2011 and will apply from the beginning of the earliest comparative
pencd presented) the amendment deals with voluntary pension prepayments where there 1s a minimum funding requirement
and the recognition of a surplus The Group will apply this amendment from 1 January 2011 and does not anticipate any
matenal mpact on the financial statements

IFRS 9 'Financial instruments’ {effective for annual penods beginning on or after 1 January 2013} the standard deals with
the classriication and measurement of finanaial assets but has yet to be endorsed by the EU

Improvements to IFRSs (effective for annual penods beginning on or after 1 January 2011) in May 2010 the International
Accounting Standards Board 1ssued an omnibus of amendments to its standards, pnmanly with a view to remove
incansistencies and clarfy wording The Group will apply the improverments from 1 January 2011 and 18 currently evaluating
the impact
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Notes to the Consolidated Accounts continued

3 Exchange rates

The most significant exchange rates to UK Sterling for the Group are as follows

2010 2010 2009 2009

Closing rate Average rata Closng rate Average rate

US dollar 1.56 1.55 182 156
Canadian dollar 1.56 1.61 170 178
Euro 1.17 1.17 113 112

If the results for the year to 31 December 2009 had been retranslated at the average exchange rates for the year to

31 December 2010, North Amencan Bus would have achieved normalised operating profit of £25 1m on revenue of £456 6m,
compared to normalised operating profit of £25 3m on revenue of £444 5m as reported, and European Bus & Coach would
have achieved a normalised operating profit of £73 5m on revenue of £525 7m, compared to normalised operating profit of

£76 5m on revenue of £546 8m as reported

4 Revenue
2010 2000
£m £m
Rendenng of serces 2,118.8 2,6999
Rental Income 71 112
Revenue 2,125.9 27111
Finance income 4.8 96
Total revenue from continuing operatons 2,1307 2,7207

5 Segmental analysis

The operating businesses are organised and managed separately according to the nature of the public transport services they
provide and the geographical market they operate n Commentary on the segments Is Included in the Operating Review

Analysis by class and gecgraphy of business

BExternal  Inter-segment Segment Extemal Inter-segrment Segment

revenue sales revenue revenua sales revenue

2010 2010 010 2009 2009 2009

£m £m fm £m £m £m

UK Bus 257.3 0.5 257.8 2934 05 2939
UK Coach 2457 4.6 2503 2359 70 2429
UK Rait 637.5 - 637.5 1,190 5 - 1,1905

Inter-segment sales elimination - (5.1) {5.1) - (7 5} {7 5)
UK operations 41,1405 - 1,140.5 1,7198 - 1,7198
North Amencan Bus 4598 - 459.8 444 5 - 444 5
European Coach & Bus 5256 - 525.6 546 8 - 5468
Total revenue 2,125.9 - 2,125.9 27111 - 27111

Inter-segment sales represent rail replacement serices provided to UK Rall by UK Bus and UK Coach Inter-segment trading
1s undertaken on standard arm's length commercial terms  Due 1o the nature of the Group's businesses, the ongin and
destination of revenue 1s the same No single external customer amounts to 10% or more of the total revenue
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5 Segmental analysis continued

Continuing Discontinued Contnung Discontinued
Intangible Intangble
amortisation amortisaton
Normalised and Nomalsed and
operating  exceptional Segment Segment operatng axceptional Segment Segrmernt
profit itemms result result profit tems resutt result
2010 2010 2010 2010 2009 2008 2009 2009
£m £m £m £m £m £m £m £m
UK Bus 28.3 6.7 216 208 17 161
UK Coach 320 0.1) 31.9 343 @9 314
UK Rail 338 (20.7) 13.1 120 72 2) {60 2)
UK operations 94.1 (27.5) 66.6 671 (76 8) 97
North Amencan Bus 36.9 (34.3) 26 253 (18 6) 67
European Coach
&Bus 86.2 (47.8) 384 765 (67 8) 187
Central functicns (13.0) {8.7) @17 ©91) 7 2) {16 3)
Result from
continuing
operations 204.2 {118.3) 859 1508 (160 4) (06)
Result from
discontinued
operabtons - {0.5) - 73
Total result 859 {0.5} [(o]5) 73
Loss on disposal of
non-current assets - - (7 4) -
Profit/(loss) from
operatons 85.9 (0.5) 80 73
Share of post tax
results from associates
and joint ventures 03 - (12 1) -
Net finance costs {46.0} - 63 4) ~
Profit/loss) before tax 402 {0 5) (83 5) 73
Tax credit 25 0.1 226 09
Profit/loss) for the year 627 {0.4) 60 9 82
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Notes to the Consolidated Accounts continued

5 Segmental analysis continued
Intangible asset amortisation and operating exceptional tems can be analysed by class and location of business as follows

Intangible Operating
asset exceptional

amortisation itams Total

2010 2010 2010

£m £m £m

UK Bus - 6.7 67
UK Coach 02 01) 01
UK Rail 24 18.3 20.7
North Amencan Bus 8.6 25.7 34.3
European Coach & Bus 45.9 19 478
Central functions - 8.7 8.7
Total continued operations 571 61.2 1183
Discontinued operations (note 11) - 05 05
Total 571 61.7 118.8

Operating
Intangible asset exceptonal

amortisaton tems Total

2009 2009 2000

£m £m £m

UK Bus 02 15 17
UK Coach 03 26 29
UK Rail 10 712 722
North Amencan Bus 29 157 186
European Coach & Bus 560 18 578
Central functions - 72 72
Total continued operations 604 1000 1604
Discontinued operations {note 11} - (73) (7 3)
Total 604 927 1531

In the year to 31 December 2010, exceptional costs of £18 3m were incurred in UK Ral This comprised addrtional costs
following a full and final settlement with the Department for Transport in relation to the National Express East Coast franchise
exit and costs associated with related contracts

Exceptional restructunng and redundancy costs of £25 7m were incurred i North Amencan Bus in delivenng the Business
Recovery programme

Restructunng costs of £15 3m were incurred in the UK following changes n management in UK Coach and Central functions,
the relocation of the head office from London to Binmingham and other operational and corporate projects In addition,
rationalisation costs of £1 9m were incurred 1n European Coach and Bus

In the year to 31 December 2009 exceptional costs of £64 8m were incurred in relation to National Express East Coast This
compnsed an onerous contract charge of £21 4m, a £31 4m performance bond payment and a £12 Om non cash write-off
related to bidding and other costs, £4 1m of exceptional costs were mcurred at National Express East Angha reflecting a
change in the expected termination date of the franchise In addition, £6 4m for UK Integration were incurred in UK Bus, UK
Coach and UK Raill Restructunng costs of £1 8m were incurred in European Coach & Bus Business Transformation costs of
£14 2m and restructunng costs of £1 5m were incurred n North Amencan Bus In addition, exceptional costs of £7 2m were
mneurred mn Central functions due to bid defence and other corporate projects

In 2009 non-operating exceptional l0ss of £7 4m comprises a £5 6m loss on disposal of Travel London, a £2 Om loss on the
sale and lease-back of the Digbeth coach depot, and a £0 2m profit on disposal of concessions owned by ALSA (note 19b)

86  National Express Group PLC




b5 Segmental analysis continued

Assets, iabiities and capital expenditure can be analysed by class and geography of business as follows

Of which Of which
non-cinrent Capitar non-current Captal
Assets assets* Liabiltzes expenditure Assets assets” Lisbiltties expenditure
2010 2010 2010 2010 2009 2009 2009 2009
£m £m £m £m £m £m £m £m
UK Bus 1290 1093 850) 88 129 4 1166 (1208 31
UK Coach 574 455 (38 9) 5.4 570 487 {55 8) 126
UK Rall 83.2 175 (202.6) 3.0 1114 232 {202 2) 87
Intercompany elimination {1.3} - 13 - (2 6) — 26 -
UK operations 268.3 1723 (325.2) 17.2 2952 1865 (376 2) 244
North Amencan Bus 7121 6428 {164.9) 95.8 6180 566 8 {74 6) 209
European Coach & Bus 1,276.2 1,183 1 {158.2) 3.7 1,371 4 1,268 7 (181 8) 201
Central functions 11.7 0.4 {112.5) 0.4 279 05 (107 5) 01
Unallocated 1698.1 - {736.8) - 162 4 - {892 5) -
Intercompany elimination (13.8) - 13.8 - 37 0) - 370 -
Total 2,423.6 1,998.3 1,483.8 150.8 24379 20225 (1,595 ) 655

" Non-cument assets only Include ntangible assets property, plant and equipment
*  The net capital expenditure after allowing for the movernents in capital creditors, disposal of fixed assets and payments to acquire Intanaibles was £121 6m

Capital expenditure compnses property, plant and equipment additions as disclosed above and in note 15 In 2010 software
intangible assets of £2 Om (2008 £5 8m) were acquired in North Amenca and disclosed in note 14

Unallocated assets and liabiities compnse the following tems

Unafiocatex Unallocated Unaliocated Unellocated

assets Nabilities assets labimes

2010 2010 2000 2009

£m £m £m £m

Cash and cash equivalents 128.8 - 1058 -
Other debt recevable cs8 - 08 -
Current tax 34 (12.1) 37 {56 8)
Non-current tax - {12.3) - -
Avallable for sale nvestments 7.8 - 77 -
Denvative inancial assets/iabilihes) 255 {17.5) 92 (47 2)
Bowrowings, excluding finance leases - {607.5) - ©889
Dmdend payable - {0.5) - {08
Deferred tax 28 {86.9) 352 {99 0}
Total 169.1 (736.8) 1624 (892 5)
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Notes to the Consolidated Accounts continued

6 Operating costs

2010 2009

£m £m

Matenals and consumables 758 885
Staff costs {inciuding exceptional cost of £12 8 (2009 £8 8m) 801.8 909 4
Depreciation — Owned assets 84.4 897
- Leased assets 154 183

Amortisation of leasehold property prepayment - 01
Amortisation of fixed asset grants {1.7) 20
Operating lease charges Roling stock capital element 874 1298
Roling stock non-capial element 373 568

Public service vehicles 44 47

Other 109 98

~ Plant and equipment 1400 2012

Fixed track access 57.0 1435

Other 41.9 544

- Land and buildings 98.9 197 G

Pre-contract bid costs UK Rail - o7
Foreign exchange differences (including exceptional expense of £nil (2009 £1 8m) - 18
Other charges (including exceptional expense of £48 4m (2009 £89 4m)} 768.3 11457
Operating costs before intangible asset amortisation 1,982.9 2,65613
Intangible asset amortisation 571 60 4
Total operating costs ~ continuing operations 2,040.0 27117

The TCCs have fixed track access contracts with Network Rail Infrastructure Limited for access 1o the raitway nfrastructure
(tracks, stations and depots) Under the revised CP4 rail agreement which came into force in Apnl 2009, the fixed track access
charge was reduced with a commensurate increase in the franchise premium together with other Department for Transport
cost increases This Increase 15 contaned within ‘Other charges’ (above) The TOCs also have contracts under which roling

stock 1s leased The capital element of the rolling stock lease charge is based on the purchase pnce, capital funded

refurtashments and modfications  The non-capital element of the lease charge includes heavy maintenance charges and

charges based on mileage
An analysis of fees paid to the Group’s auditors 1s provided below

2010 2009
£m £m
Fees payable to the Company's auditors for the audit of the consolidated and
parent Company accounts 05 06
Fees payable to the Company’s auditors and its associates for other services
The audit of the Company's subsidianes 07 10
Tax services 10 07
Comorate finance services 0.1 16
Other services 0.6 -
2.9 39

Included in the above fees paid to the Group's auditors are fees for corporate finance services of £nil (2009 £1 5m) in relation
to the Rights Issue which were charged against the share premium account All other fees have been charged to the Income

staternent
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7 Employee benefit costs

{(a) Staff costs
2010 2009
£m Bm
Wages and salanes 691.8 7830
Soctal secunty costs 90.8 1003
Pension costs (note 34) 15.3 242
Share-based payment (hote 8) 39 19
8018 909 4
Included within staft costs are exceptional costs of £12 8m (2009 €8 8m)
The average number of employees, including Executive Directors, duning the year was as follows
2010 2009
Managenal and administrative 3,341 3,863
Operational 34,063 37,427
37,404 41,290
Included in the above costs are the following costs related to the Group's key management personnel who compnse the
Directors of the parent Company
2010 2009
£m £m
Fees 04 06
Basic salanes 12 11
Benefits 0.5 05
Performance-related bonuses 13 02
Share-based payment 13 {01)
4.7 23

Information conceming Directors’ emoluments, shareholdings and share options is disclosed m the Directors'

Remuneration Report
(b) Share schemes

Details of options or awards outstanding as at 31 December 2010 under the Group’s share schemes are as follows

Number of  Number of share

share options ophons Exercise Future exercise

2010 2000 price’ periods

Executive Share Option Plan 149,211 188,070 207p<448p 2011-2014
Long Term Incentive Plan 4,043,170 3,464,399 ml  2011-2013
Share Matching Plan 1,037,951 833,220 nil  2011-2013
Deferred Annual Share Bonus Plan 1,027,658 824,510 ml  2011-2013
WMT Long Service Option Scheme 7,530 - ml 2013-2020
WMT Long Service Option Scheme 308,330 315285 117p-604p  2011-2019
Sharesave Scheme 1,003,187 1,387,451 479p 2011-2012
Executve Deferred Benefit Plan - 578,388 nul n/a

7,577,037 7,601,323

{i} Executive Share Option Plan

The Company operates tax approved and unapproved executive share option schemes open to Group employees in senior
management posiions  Options granted by this Plan have a maximum term of ten years The aptions vest after three years
subject to the satisfaction of certain performance cntena’ based on the achievement of a target growth in earmings per share
If the performance cntena are not met when iutially tested, in some instances they may be reassessed dunng the term of the
opuien From 2005 executive share option grants have been replaced by awards made under the Long Term Incentve Ptan,

as descnbed in (1) There are no cash settlement alternatives
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Notes to the Consolidated Accounts continued

7 Employee benefit costs continued
{b) Share schemes continued
(i) Long Term Incentive Plan (“LTIP”)

The LTIP was introduced in 2005 on the recormmendation of the Remuneration Committee to replace the annual award under
the Executive Share Option Plan to Executive Directors and to certain senior employees Under the LTIP a Performance Award
to acquire a specified number of free shares may be made to the employee or Director In addition a Matching Award may be
made, as descrnbed in () Performance conditions are attached to the vesting of Performance and Matching Awards based on |
both the achievement of target growth in earmings per share and the relative totat sharehaolder return (“TSR™ of the Company

against a comparator group of companies If the performance conditions are met Performance and Matching Awards vest on

the third anniversary of the grant date and remain exercisable for a penod of up to six months following the vesting date There

are no cash settlement alternatives at present

(m) Share Matching Plan {the “Plan”) ‘
\
|

The Share Matching Plan was introduced in 2005 as part of the new Long Term Incentive Plan arrangements descnbed in (1)

Under the Plan a Matching Award to acquire a specified number of shares for free may be made if the employee pledges a

number of shares as investment shares which are then matched by the Company on either a 1 1 or 2 1 basis with the number

of shares that could have been purchased with the pre-tax equivalent of the amount invested The Matching Awards vest on ‘
the third anniversary of the grant date and remain exerctsable for a pericd of up to six months following the vesting date There |
are no cash settlement alternatives at present

{v) Deferred Annual Share Bonus Plan

The Deferred Annual Share Bonus Plan 1s a discretionary scherme which forms part of the bonus arrangements for certain |
senior employess Under the scheme part of any bonus may be recerved in cash whilst the remainder 1s used to make an

award of nil cost options which vest three years after the award date The options must be exercised within $ix months of

vesting There are no cash settlement alternatives at present

(v} West Midlands Travel Ltd (“WMT") Long Service Option Scheme

The WMT Long Service Option Scheme utilises a fixed amount of shares set aside for this purpose following the acquistion of
WMT in 1985 and 1s open to all WMT employees who have been in service for more than 25 years The options are exercisable
between three and ten years following the grant date There are no cash settlement alternatives

{vi) TWM Share Incentive Plan (the “SIP”)

The TWM SIP exists for the benefit of WMT employees At the end of the year, 908 (2009 889) National Express Group PLC
shares were held for the benefit of the Trustee Dmdencds on shares held in the SIP forferted shares account are waved There
are no cash settlement altematives

(vi) Savings Related Share Option Scheme (“Sharesave Scheme")

The National Express Group approved Sharesave Scheme enables eligible UK employees, mcluding Executive Directors, to
acquire shares n the Company through monthly savngs over a three-year penod, at the end of which they also recenve a tax
free bonus The savings and bonus may be used to purchase shares at a discounted option price set at the beginning of the
savings contract The options mature three years after the grant date and may be exercised for a penod of up to six months
after this date There are no cash settiement alternatives

' Periomance artena for Executve Share Opbon Plan.

(8) Optons grantad under the 2002 Nabtond Express Group Executive Share Option Plan Part 2 Urapproved

{b) For options grantad n 2002 and 2003 the performance condition & as follows (8 for awards up to 50% of satary- EPS growth of RP + 4% pa, (b) for awards between
51% of salary and up to 100% of salary; EPS growth of RPI + 6% pa, (c) for awards between 101% of salary and up to 150% of salary; EPS growth of RPI + 8% pa, (&)
for awards batween 151% of salary and up to 200% of salary EPS growth of RP1 + 10% pa Parts (a) and (b) are nitialy tested over years 0-3 with a faciity to retest over
years (-4 and 0-5 Parts (c) and (d) are not sublect to retesting  Straxght-ne vesting occurs between EPS levals

{c} For opbons granted in 2004 the perfomance condibon is as follows (2] for awards up 1o 50% of salary; EPS growth of RPI + 4% pa, (b) for awards between 51% of
salary and up to 100% of salary; EPS growth of RP1 -+ 5% pa, () for awards batween 101% of salary and up to 150% of salary; EPS growth of RPI + 6% pa, (d) for
awards between 151% of salary and up to 200% of salary; EPS growth of RPI + 10% pa. Performanca s tested over years 0-3 Straght-ine vesting oocurs between
EPS levels. Retasting 1s not permitted
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7 Employee benefit costs continued
{b) Share schemes continued
{vni) Executive Deferred Benefit Plan

As detalled in last year's Directors’ Remuneration Report, the Commitiee considerad it appropnate for bonuses awarded in
respect of the 2008 calendar year to be deferred for a penod of one year and that these would vest, subject to the terms of
the award and the relevant Director’s continuing employment on 10 March 2010 Half of the award made dunng the year was
a cash deferred bonus condittonal upon the continued employment of the relevant Director The other half of the award was
converted into deferred forfertable ordinary shares of the Company Both the cash deferred bonus and the deferred forfaitable
ordinary shares were awarded under the terms of The National Express Group Executive Deferred Bonus Plan which was
adopted by the Board of the Company on 10 March 2009

The pnncipal terms of awards under the Executive Deferred Bonus Plan are summansed below

awards under the Plan may be cash awards, conditional awards or forfetable shares awards,
awards normally vest one year from the date of grant, subject to the relevant Director's continued employment with the
Company,

» the Committee may decide that Participants shall be entitted to receive a benefit detenmined by reference to the value of the
dividends that would have been paid on the vested shares in respect of dwvidend record dates occumng dunng the penod
between the Grant date and the date of vesting, and

« the awards will normally lapse on cessation of employment save In certain compassicnate ‘gocd leaver’ circumstances
(eg death or disability)

In the event of a vanation of the share capital of the Company, the Committee may make such adjustments to the awards as it
considers appropnate
8 Share-based payment

The charge in respect of share-based payment transactions included in the Group’s income statement for the year 1s
as follows

2010 2009
£m £m
Expense ansing from share and share option plans — continuing operations 39 19

Included within the charge are exceptional costs of £0 9m (2009 nil)

Durng the year ended 31 December 2010, the Group had eight share-based payment arrangements, which are descnbed in
ncte 7(b)

On 27 Novermber 2009 the Company raised proceeds of approximately £355 Om, net of issue costs of approximately £20 Om,
through a Rights Issue as explaned in note 32 The number of shares allotted 10 employess under the Group’s share schemes
has been adjusted to reflect the bonus element of the Rights Issue The terms of the Group's employee share schemes were
adjusted such that participants of the vanous plans were no better or worse off as a result of the Rights Issue Consequently,
no additional expense was or will be recognised as a result of changes to the Group’s employee share schemes
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Notes to the Consolidated Accounts continued

8 Share-based payment continued

Far the following disclosure, share options with a mil exercise pnce have been disclosed separately to avoid distorting the
weighted average exercise pnces The number of share options in existence dunng the year was as follows

2010 2009
Walghted Wesghted
average average
Number oxercise Number exercise
of share price of shane pree?
options p options? [+
Options without a nil exercise prce
At 1 January 1,900,806 449 2,257,834 467
Granted dunng the year 17,820 116 69,800 129
Lapsed dunng the year (455,568) 463 (423,813) 491
Exercised dunng the year (2,330) 129 (3,115) 500
Qutstanding at 31 December’ 1,460,728 442 1,900,806 449
Exercisable at 31 December 359,568 405 398,707 386
Options with a nil exercise price
At 1 January 5,700,517 nil 2,182,038 nil
Granted dunng the year 3,272,571 ni 4,290,648 nil
Lapsed dunng the year (1,557,556} nil (396,696) nil
Exercised dunng the year (1,299,223) nil {375,473) ni
QOutstanding at 31 December 6,116,309 ml 5,700,517 nil
Exercisable at 31 December 10,357 ni nil
Total outstanding at 31 December 7,577,037 7,601,323
Total exercisable at 31 December 369,925 398,707

' Included withm thes balance are options over 92,208 (2008 127,324) shares for which no expense has been recogrsed in accordance with the transonat provisons of
IFRS 2 as the options were granted before 7 November 2002  Although there has bean subseqguent modificabion to the optons no IFRS 2 charpe has been recogrused

as the amounts are not material

2 Movement n allocations prior to 11 Novernber 2009 and the comesponding weaighted average axercise pnce have been adjusted to reflect the bonus gement of the

Rights [ssue Detais of the Rights Issue are prowided in note 32

The options outstanding at 31 December 2010 had exercise prices that were between 117p and 604p (2008 between 129p
and 604p) excluding options with a nil exercise price The range of exercise prices for options was as follows

Exercisa price (o) 200 2009
0-300 132,914 128,668
300-350 40,509 51,321
350650 1,287,305 1,720,817

1,460,728 1,900,806

The options have a weighted average contractual Iife of one year (2009 one year} Options were exercised regularly throughout

the year and the weighted average share pnce at exercise was 229p (2008 335p)
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8 Share-based payment continued

The weighted average farr value of the share options granted dunng the year was calculated using a stochastic model, with the
following assumptions and inputs

Share ophons without Nl exercise prce Share options with ril exercise prce

2010 2008 2010 2009

Risk free interest rate 1.8%-3.0% 28% 1.8%-3.0% 20C%
Expected volatity 37.6% 325% 52.7% 48 4%
Peer group volatiity - - 49.6%-50.8% 49 9%
Expected option Iife in years 8 years 6 years 3years 3 years
Expected dmvidend yeld 0% 126% 0% 27%
Waighted average share pnce at grant date 226p 129p 229p S1p-210p
Waighted average exercise pnice at grant date 225p 129p nil nil
Waeighted average far value of options at grant date 76p 10p 202p 91p-194p

Expenence to date has shown that approxmately 15% (2009 15%) of options are exercised early, pnncipally due to leavers
This has been incorporated inte the calculation of the expected option life for the share options without nil exercise price

Expected volatiity in the table above was determined from histonc volatiity over the last rine years, adjusted for one-off events
that were not considered to be reflective of the volatility of the share price going forward The expected dwidend yield
represents the dividends declared in the 12 months preceding the date of the grant dwvided by the average share price in the
month praceding the date of the grant

For share options granted during the year under the LTIP, the TSR targets have been reflected in the calculation of the far value
of the options above

9 Net finance costs

Normalised Exceptioral Total Normalised Exceptonal Total
2010 2010 2010 2009 2000 2009
£m £m £m o £m £m
Bank interest payable {43.7) {2.0) (45.7) (452} (199 65 1)
Finance lease nterest payable (3.8) - (3.8) 47 - {47
Other interest payable {0.2) - (0 2} {02 - {02}
Unwind of provision discounting {1.1) - (1.1) B0 - {30)
Finance costs (48.8) (2.0) (50.8} (531) (199) (730
Finance income Bank interest recevable 48 - 48 96 - 96
Net finance costs {44.0) (2.0) {46.0) {43 5) (199 63 4)
Of which, from financial Instruments
Cash and cash equivalents (0.4) - (0.4) 96 - 986
Financial iabilities measured at amortised
cost (38.8) - (38.8) (489 - (48 9)
Financial labiities at far value through
profit or loss 0.2) - {0.2) (101) (179 @280
Dernvatives used for hedging 0.5 - 05 - - -
Loan fee amortisation {2.5) {2.0) (4.5) 36 20 {56)

The 2010 exceptional charge of £2 Om relates to residual unamortised loan fees as a result of refinancing the Group's
syndicated credit facility On 12 July 2010 the Group's £800m multi-currency syndicated credit facilty (matunty June 2011),
was replaced with a new four year, £500m faciity The remaining unamortised fees relating to the £800m facility were taken
to the income statement as an exceptional cost

Of the 2008 exceptional charge of £19 9m, £17 9m related to interest rate swaps that ceased to qualify for hedge accounting
as the interest payments under the underlying currency borrowings which the interest rate swaps were hedging were no longer
expected The remaning £2 Om exceptional charge related to residual unamortised loan fees as a result of the early repayment
of the Euro loan faciity in January 2010

National Express Group PLC 93

SJUAWIAE]S [B1oURUL




Notes to the Consolidated Accounts continued

10 Taxation
(a) Analysis of taxation charge/{credrt) in the year

2010 2009
£m £mn
Current taxation
UK corporabon tax 4.4 11
Overseas taxation 3.6 986
Current ;ncome tax charge 8.0 107
Adjustments with respect to pror years — UK and overseas (36.2) 125
Total current income tax {credit)/charge {28.2) 232
Deferred taxation (note 27)
Ongnation and reversal of temporary differences — continuing operations {5.4) (37 0)
Adustments with respect to pnor years - UK and overseas 11.0 97}
Deferred tax charge/{credt) 5.6 (46 7}
Total tax credit {22.6) (23 5)
The tax credit n the ncome statement 1s disclosed as follows
Income tax credit on continuing operations (22.5) (22 86)
Income tax credit on discontinued operations (0 1) {09
(22.6) {23 5)
The tax credit on continuing operations I1s disclosed as follows
Tax charge on profit before ntangible asset amortisation and exceptional tems 39.2 230
Tax credit on mtangible asset amortisation and exceptional items 61.7) (45 6)
(22.5) (228
Tax credt on intangible asset amortisaton and exceptional items 1s analysed as follows
UK tax setlement (note 10h) (32.1) -
Tax credit on ntangible asset amortisation {17.1) (198
Tax credit on exceptional item {12.5) 25 8)
(61.7) {45 6)
(b) Tax on items recognised in other comprehensive income or equity
2m0 2000
£m £m
Current taxaton
{Debity'credit on exchange movements offset in reserves {6 0) 19
(6.0} 19
Deferred taxation
Deferred tax credit on share-based payment 0.3 02
Deferred tax (debrt)/credit on actuanal gans {9.8) 54
Deferred tax {charge) on cash flow hedges {6.6) (230
(16.1) (17 4}
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10 Taxation continued
(c) Reconciliation of the total tax charge

2010 2009

£m £m

Profit/loss) from continuing operations before ncome tax 402 835
(Loss)/profit from discontinued operations before mcome tax {0.5) 73
Accounting profit/foss) before income tax 39.7 (76 2)
Notional charge/{credit) at UK corporation tax rate of 28% (2002 28 0%) 111 213
Non-deductble goodwill impairment and intangible amortisation 0.1 03
UK tax setiement (note 10h) {321) -
Utiisation of unrecognised tax losses 01) =28
Eifect of reduction in UK tax rates {note 10g} 01 -
Pror year adjustments within current and deferred tax 87 28
Spanish renvestment relief and other tax credits 51) @43
Effect of overseas tax rates 17 46
Tax on Spanush goodwill and intangibles (60) 63
Effect of removal of industnal Buldings Allowances - B0
Non-taxable profit on sale of non-cumrent assets - 26
Overseas financing deducticns (6.4) {4 6)
iNon-deductible expenditure on the exit of NXEC - 88
Non-deductible expenditure 54 27
Totat tax credit reported in the mcome statement {note 10a) (22.6) {23 5)

(d) Temporary differences associated with Group investments

No deferred tax (2002 £nil) 1s recognised on the unremitted earnings of subsidianes, asscciates and joint ventures, as the
Group has determined that these undistnibuted profits will not be distnbuted in the near future As a result of changes to tax
legislation in 2008, overseas dividends receved on or after 1 July 2009 are generally exempt from UK corporation tax, but
may be subject to withholding tax There are no temporary differences (2008 £nil) associated with Investments in subsidianas,
associates and joint ventures, for which a deferred tax hability has not been recognised but for which a tax hability may anse

{e) Unrecognised tax losses

Deferred ncome tax assets are recogmsed for tax loss camy-forwards to the extent that the realisation of the related tax benefit
aganst future taxable profits 1s probable UK and overseas deferred tax assets that the Group has not recognised in the
accounts amount to £37 Om (2009 £27 4m), which arise n tax junsdictions where the Group does not expect to generate
sufficient suitable future profits In addition, there are capital losses of £7 5m (2009 £30 9m) which have not been recognised,
recoverability of which 1s dependent on caprtal gains ansing A deferred tax asset of £2 8m has been recognised in respect of
deduchble temporary differences camed forward in the UK as the Group expects there to be sufficient taxable profits in that
junsdiction against which the assets could be utiised

(f) Deferred tax included in the Income statement

2010 2009

£m £m

Accelerated capital allowances 9.2 05
Other short-term termporary differences (131) 51)
Uiisatior/(recogniton} of losses 27.9 (42 1}
56 467)

Details on the balance sheet position of deferred tax are included in note 27
(g) Deferred tax included in the income statement

In the June 2010 Budget Statement, it was announced that the main rate of UK corporation tax would reduce from 28% to
27% on 1 Apnl 2011 The legslation was enacted in July 2010 The reduction in the tax rate results in a tax charge of £0 1m,
as the UK has a net deferred tax asset

The proposed changes to reduce the UK corporation tax rate from 27% to 24% on 1 Apni 2014 will have a similar effect in
future years
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Notes to the Consolidated Accounts continued

10 Taxation continued
(h) UK tax settlement

During 2010, the Group entered nto discussions with HM Revenue & Customs (“HMRC") to settle a number of UK corporation

taxissues Negotahions were concluded and the Group agreed {0 a hatihty of £16 8m, including interest, to be pad in
mstalments This resulted in an exceptional tax release of £32 1m

11 Discontinued operations

On 9 January 2009 the Group completed the sale of the Dot2Dot business The 2010 results Include an exceptional charge to

the Income statement of £0 3m in respect of the discontinued operation (2009 £2 4m)

The 2010 cash flows from discontinued operations include an outflow of £1 6m (2009 £3 Om) n relation to Dot2Dot, plus an
outflow of £1 8m (2009 £2 9m) relating to North Amenca Public Transit that was disposed of in 2005

Dunng 2009, a £10 6m credit was recognised after costs in relation to a settlement of outstanding claims from the exit of the

Australlan operations

The results of the Group's discontinued operations in 2010 are presented helow together with the comparative data for 2009

and the respective taxation charges

North Arenca
Australia Dot2Dot Public Transit Total
2010 2009 2010 2009 2010 2009 2010 2009
£m £m £m £m £m £m £m £m
Revenue - - - - - - - -
Operating costs, before intangible
amortisation and exceptional tems (0.1} - - - - - {0.1) -
Normalised operating loss (0.1) - - - - - (0.1) -
Normmalised loss before tax {0.1) - - - - - (0.1) -
Tax credit on nomalised koss - - - - - - - -
Normalised loss from discontinued
operations {0.1) - - - - - (0.1) -
Goodwill mpaimment - - - - - - - -
Exceptional tems - 103 {0.4) {30) - - {0.4) 73
- 103 {0.4) (30) - - {0.4) 73
Tax on exceptional tems - 03 0.1 06 - - 01 09
- 106 03 (24 - - (0.3) 82
(Loss)/profit from ciscontinued
operations {0.1) 106 (0.3) (2 4) - - (04) B2
Profit per share
Basic from discontinued operations - - - - - - - 27p
Diluted from discontinued operations - - - - - - - 27p
Net cash {outflow)/inflow from:
Operating activities {0.1) - {16) - 2.1) - (3.8 -
Investing actmbes - 114 - B0 0.3 29 03 55
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12 Dividends paid and proposed

2010 2009
m £m

Declared and paid dunng the year
Ordinary final dvidend for 2008 pad of 10 00p per share - 152
Ordinary intenm dmdend for 2008 nil per share - -
- 152

Proposed for approval (not recognised as a hability at 31 December)

Ordinary final dmdend for 2010 6 00p per share (2008 nd per share) 306 -

13 Earnings per share
2010 2009
Basic eamings/{loss) per share — continuing operations 121p (20 3p}
Basic (loss)/eamings per share — discontinued operations (0 1p) 27p
Basic eamings/loss) per share — total 12.0p {17 6p}
Normabsed basic eamings per share 23 6p 30 5p
Diluted eamings/{loss) per share — continuing operations 12.1p {20 3p)
Diluted {loss)/eamings per share — discontinued operations (0.1p) 27p
Diluted eamings/{loss) per share — total 12.0p (17 6p)
Nomalised diluted eamings per share 23.5p 30 4p

Basic eamnings per share s calculated by dwviding the earmings/{loss) attnbutable to equity shareholders of £61 4m (2009
£53 5m loss) by the weighted average number of ordinary shares in 1Issue dunng the year, excluding those held by employee

share ownership trusts and those held as treasury shares which are both treated as cancelled

For diluted eamings per share, the weighted average number of ordinary shares in 1ssue durning the year 1s adjusted to include
the weighted average number of ordinary shares that would be issued on the conversion of all the dilutive potential ordinary

shares into ordinary shares

The reconciiation of basic and diluted werghted average number of grdinary shares 1s as follows

2010 2000
Basic weighted average shares 509,398,911 303,385,680
Adjustment for dilutve potential ordinary shares 2,546,167 732,384
Diuted weighted average shares 511,945,078 304,118,064

The normalised basic and normahsed diluted earmings per share have been calculated in addition to the basic and diluted
eamings per share required by IAS 33 since, in the cpinion of the Directors, they reflect the undertying performance of the

business’ operations more appropnately
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Notes to the Consolidated Accounts continued

13 Eamings per share continued

The reconciiation of the eamings and earmings per share to ther normalised equivalent 15 as follows

2010 2000
Basic EPS Dituted EPS Basc EPS Diuted EPS
£ p p £m [ P
Profit/oss) atinbutable to equity
shareholders 614 12.0 12.0 {53 5) {17 6} (17 6)
Loss/Aprofit) from discontinued operations 0.4 0.1 0.1 (8 2) 27 27
Profit/lloss) from contnuing operations
Attnbutable to equity shareholders 61.8 121 121 617 (203 (203)
Intangble asset amortisation 571 11.2 14 604 199 189
Exceptional tems 612 12.0 12.0 1000 330 329
Loss on disposal of non-current assets - - - 74 24 24
Share of associates and joint ventures - - - 120 40 40
Exceptional finance costs 20 04 0.4 199 65 65
Tax relief on goodwall and exceptional
items (indluding exceptiona! tax) 1.7 (12.1) (12.1) {45 B) (15 Q) (150)
Normalised profit from continung
operations 1204 236 23.5 924 305 304
Nomalised loss from discontinued
operations - - - - - -
Normalised profit attnbutable
to equrty shareholders 1204 23.6 23.5 92 4 305 304
14 Intangible assets
Customer Ral Finita  Contractual Indafinite
contracts franchise Software [fe assets  relationships Goodwill lifa assots Total
£m £m £m £m fm £m £m £m
Cost
At 1 January 2010 434.0 9.9 18.6 462.5 55.8 1,1164 1,172.2
Companies acquired 4.7 - - 4.7 - 09 09 56
Additions - - 2.0 20 - - - 2.0
Foreign exchange {124) - 1.4 {11.0) 20 {12.9) (10.9) {21.9)
At 31 December
2010 426.3 0.9 22.0 458.2 578 1,104.4 1,162.2 1,620.4
Amortisation and
impaiment
At 1 January 2010 191.0 6.7 1.3 198.0 - 86.8 86.8 284.8
Charge for year 47.0 24 7.7 571 - - - 571
Foreign exchange {4.6) (0.1) 0.3 {4.9) - (1.3) (13) 5.7
At 31 December
2010 2334 8.0 9.3 2507 - 85.5 85.5 336.2
Net book value
At 31 December
2010 1929 1.9 12.7 207.5 578 1,018.9 1,076.7 1,284.2
At 1 January 2010 243.0 42 17.3 264.5 55.8 1,029.6 1,085 4 1,349.9
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14 Intangible assets continued

Customer Finte Contractual Indefirte
contracts Rai franchise Software Iife assets relatonships Goodwall Ife assets Total
£ £rn £m £rn £m £m m £m

Cost
At 1 January 2009 47186 g9 131 494 6 576 1,2058 1,263 4 1,7580
Disposals 40 - - a0 - (132 (132} (172
Additions intemalty
generated - - 58 58 - - - 58
Foreign exchange {33 6) - 03 @39 {18) (76 2) (78 Q) (1119
At 31 December 2009 4340 99 186 462 5 558 1,116 4 1,172 2 16347
Amortisation and
impaiment
At 1 January 2009 146 9 47 - 1516 - 868 868 2384
Charge for year 581 10 13 604 - - - 604
Disposals 39 - - 36 - - - 286
Foreign exchange {10 4) - - (104) - - - (104)
At 31 December 2009 1910 57 13 1980 - 868 868 2848
Net book value
At 31 Decermber 2009 2430 42 17 3 2645 558 1,0296 1,085 4 13499
At 1 January 2009 3247 52 131 3430 576 1,1190 1,176 6 15186

Indefinite life ntangible assets and goodwill have been allocated to individual cash-generating units for annual impairment
testing on the bas:is of the Group’s business operations The carrying value of indefinite life iIntangible assets by cash-generating

unit 1s as follows

2010 2000
Contractual 2010 Contractual 2009

relationships Goodwill Total refationships Goodwill Total

£m £m £m £m £m £m

UK Coach - 13.2 13.2 - 132 132

North Amencan Bus 40.0 2764 3164 374 2622 2996

European Coach & Bus 178 729.3 7471 184 7542 7726

578 1,018.9 1,076.7 558 1,029 6 1,085 4

The useful economic lives of contractual relationships in North Amencan Bus and European Coach & Bus are deemed to be
indefinite where histoncal experience has shown that these contracts are consistently renewed The customer contract and rail
franchise intangible assets are amortised over the finte duration of the contract or franchise as appropnate All amortisation
charges in the year have been charged to operating costs

The recoverable amount of indefinite ife Intangible assets has been determined based on a value in use calculation using cash
flow projections based on financial budgets and forecasts approved by senior management covenng a five year penod Key
assumptions, Including growth rates and operating margins, are based on histoncal expenence, detailed budgst plans as well
as management’s assessment of current market and econemic condiions Growth has then been extrapolated forward from

the end of the forecasts
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Notes to the Consolidated Accounts continued

14 Intangible assets continued
The assumptions used for the cash-generating units, are as follows

Growth rate used to

extrapolate cash flows

Discount rate applied 10 beyond five year penod of

cash flow projections management plan

2010 2009 210 2009

UK Coach 9.9% 101% 2.0% 20%
North Amencan Bus 11.1% 11 7% 2.0% 20%
European Coach & Bus 8.4% 7 5% 2.0% 20%

The discount rates represent the pre-tax nsk adjusted weighted average cost of capital appropnate for the cash flow generated
In the current year the weighted average cost of capital has been impacted by a change In the Group’s capital structure and a
decline in the cost of debt

The calculation of value in use for each cash-generating urit 1s most sensitive to the assumptions over operating profit margin,
discount rates and revenue growth rates

The value n use of the North Amencan Bus exceeds its carrying amount by £32 4m Sensitity analysis has been completed
on each key assumption in 1solation, and this indicates that the value in use of the division will be equal to its carrying amount
foliowing a reduction in operating profit margin of 50 basis ponts, an ncrease In the discount rate of 30 basis ponts or a
reduction n revenug growth rates of 110 basis points  The continued non-impairment of North America is dependent upon
delivenng the expected margin recovery In future years

The value In use of the European Coach & Bus dmsion exceeds Its carrying amount by £252 3m  Sensitivity analysis has
been completed on each key assumption in 1solation, and this Indicates that the value in use of the division will be equal to
its carrying amount following a reduction in operating profit margin of 380 basis points, an increase in the discount rate of
130 basis points or a reduction in revenue growth rates of 620 basis points

it 1s believed that any reasonably possible movement on assumptions will not lead to an impairment of goodwill allocated to
UK Coach

The Directors consider the assumphons used to be consistent with the historical performance of each cash-generating unit and
to be realistically achievable n ight of economic and industry measures and forecasts

15 Property, plant and equipment

Plant and
Long leasghold equipment,
Freehold land property  Public service fixtures
and buildings  improvements vehicles and fittings Total
£m £m £m £m £m
Cost
At 1 January 2010 955 4.4 816.9 158.6 1,075.4
Additions 3.2 0.6 131.8 15.2 150.8
Acquisitions of businesses - - 2.4 - 24
Disposals {1.4) {1.5) (56.4) (8.6) {67.9)
Foreign exchange (2.1) 02 124 05 10.7
At 31 December 2010 952 3.7 906.8 165.7 1,171.4
Depreciation
At 1 January 2010 11.0 25 286.6 102.7 402.8
Charge for the year 18 05 79.5 18.0 99.8
Disposals (1.6) (1.5) {45.6) (4.2) (52.9)
Foreign exchange - 0.1 7.4 0.1 7.6
At 31 December 2010 112 1.6 327.9 116.6 457.3
Net book value
At 31 December 2010 84.0 2.1 578.9 49.1 7141
At 1 January 2010 845 1.9 530.3 55.9 672.6
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15 Property, plant and equipment continued

Plant and
Long leasehoid equpment
Freshold land property Public serace fodures
and buldrgs Improvements vehicles and fitungs Total
£m £m £m £m om
Cost
At 1 January 2009 1095 61 Q025 1920 1,2101
Additions 101 22 323 209 655
Disposals {18 9) 34) 67 6) (507} (140 6)
Foresgn exchange B {05 B0 36 59 8)
At 31 December 2009 955 44 8169 158 6 1,0754
Depreciation
At 1 January 2009 99 28 2615 944 3686
Charge for the year 18 07 792 263 1080
Disposals {04 07 (380) {16 4} (55 5)
Faoreign exchange 03 03) (16 1) {16) (183)
At 31 December 2009 110 25 2866 1027 402 8
Net book value
At 31 December 2009 845 19 5303 559 6726
At 1 January 2009 996 33 6410 97 6 8415
Property, plant and equipment held under finance lease agreements are analysed as follows
2010 2009
£m £m
Land and buldings - cost 15 18
- depreciabon {0.1} {0 1)
Net land and buldings 14 17
Publc serice vehicles - ¢ost 2151 1513
- depreciation (54.0) 414}
Net public service vehicles 161.1 1099
Plant and equipment - cost 1.3 15
- depreciation (12} (15)
Net plant and equipment 0.1 -
Total net book value 162.6 1116

Finance leased assets and assets under hire purchase contracts are pledged as security for the related finance lease and hire

purchase habilties
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Notes to the Consolidated Accounts continued

16 Subsidiaries

The companias listed below include all those whuch pancipally affect the result and net assets of the Group A full ist of
subsidianes, joint ventures and associates will be annexed to the next Annual Return to Companies House The pnncipal
country of operation in respect of the companies below 1s the country in which they are incorporated

National Express Group PLC Is the beneficial owner of all the equity share capital, etther itself or through subsidianes, of the
companies The Group's train passenger services In the UK are operated through franchises awarded by DfT Rall, as delegated
by the UK Government

Incorporated In England and Wales

Natonal Express Limited Administration and marketing of express coach services in Great Bntamn
Eurolinegs (UK) Limted Adrmunistration and marketing of express coach serages to Europe
Airlinks Airport Services Lirmited Operation of coach services

National Express Rail Replacement Limited Operation of coach services

The Kings Ferry Limited Operation of coach serices

West Midlands Travel Limited Operation of bus servces

c2¢ Rail Limited Operation of fran passenger semMces

Londeon Eastemn Ratway Limited {trading as

National Express East Anglia) Operation of train passenger semces

NXEC Trains Limited (trading as National Express

East Coast) Operation of train passenger services (ceased operating on 13 November 2009)
Incorporated In Scotiand

Tayside Public Transport Co Limited {trading as Travel Dungiee) Operation of bus services

Incorporated m the USA

Durham School Services LP Operation of school bus services

Incorporated in Canada

Stock Transportation Limited Operation of school bus services
Incorporated n Span

NEX Continental Holdings SL* Holding company for operating comparies
Tury Express SA” Holding company for operating companies
General Tecnica Industnal St U* Holding company for operating companies

*  The man holding companies of the ALSA Group
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17 Financial assets

2010 2009
£m £m
Avalable for sale Investments — Unlisted ordinary shares 78 77
Denvative financial instruments — Fuel pnce denvatives 72 33
Financial assets included in non-current assets 15.0 110
Denvative financial mstruments — Interest rate denvatives 3.8 -
Demvative financial instruments — Fuel pnce denvatives 141 56
Denvatrve finanaial Instruments — Foreign exchange denvatives 04 03
Financial assets included in current assets 183 59
Further informatiocn on the Group’s use of fuel pnce, interest rate and foreign exchange dervatives 1s included in note 31
Available for sale investments
2010 2000
£m £m
Cost or valuation
At 1 January 7.7 100
Additions 0.3 03
Disposals - 18
Fareign exchange {0.2) 08
At 31 December 78 77
Accumulated iImpairment
At 1 January - g
Disposals - 08
At 31 December - -
Net carrying amount
At 31 December 7.8 77
A1 January 7.3 92
The pnncipal avalable for sale investments are as follows
2010 2008
Proportion held Proportion held
Name Cauntry of regrstration Class of share % %
Bosnjak Holdings Pty Ltd Australa Ordinary shares 86 86
Prepayment Cards Limited (PCL) England and Wales OCrdinary shares 23.5 235
Metros Ligeros de Madnd, SA (MLM) Span Ordinary shares 15 15
Vanous investments within ALSA and Continental Auto Spain Ordinary shares 1-16 1-16

Additions dunng the year relate to investments held by ALSA and Continental Auto
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Notes to the Consolidated Accounts continued

18 Investments accounted for using the equity method

Investments accounted for using the equity method are as follows

2010 2009

£m £m

Jont ventures 2.0 20
Associates 4.6 47
Total Investments accounted for under the equity method 6.6 67

The Group's share of post tax results from associates and jont ventures accounted for using the equity method 1s as follows

2010 2009
£m £m
Share of joint venture's profit 0.1 -
Share of associates’ profit/{loss) 0.2 01
0.3 01
Exceptional charge for associate onerous contract provision - (120
Tatal shars of results from associates and joint ventures 0.3 {12 1)
(a) Investments n joint ventures
The Group's interests n joint ventures are as follows
Proportion held
Name Courtry of registration Actnaty %
Ibero-Eurosur S L Spamn Holding company of Deutsche Tounng 20
The financial Information of this joint venture is summansed below
Ibero
2010 2009
Share of jont venture’s balanca sheet Em fm
Non-current assets 3.7 38
Cumrent assets 01 01
Share of gross assets 3.8 39
Non-current liabilites (1.5) (16)
Cument liabilites (0.3) {03
Share of gross liabiltes (1.8) (19
Share of net assets 2.0 20
Ibero
2010 2009
Share of jont venture's revenue and resutts £m £m
Revenue 0.1 02
Profit 0.1 -

The camying amount of the investment in joint ventures matches the Group’s share of the net assets

104 National Express Group PLC




18 Investments accounted for using the equity method continued
(b) Investments in associates
The Group’s interests In associates are as follows

Proportion held
Name Country of regestraion %
Inter-Caprtal and Regional Rad Limited England and Wales 40
European Coach & Bus associates Span 20-50

Inter-Capital and Regional Rarl Limited (ICRRL} was contracted to manage the operations of Eurostar UK until 2010 In 2006
and 2009, onerous contract provisions were recogmised In relation to the Group's obligation to fund the losses of ICRRL
{note 26) As a result, the Group has ceased to recogrise the share of results of ICRRL

European Coach & Bus's associates are generally nvolved in the operation of coach and bus services, management of bus
stations and similar operations

The asscciates’ financial mformation 1s summansed below

Heid by European

Coach & Bus

2010 2009

Share of associates’ balance sheets £m £m
Non-current assets 51 51
Current assets 6.1 73
Share of gross assets 1.2 124

Non-cument habilies 249 (29

Cumrent lizhilies 4.2) 4 8

Share of gross labilibies (6.6) (77
Share of net assets 4.6 47

The Group’s net investment in associates 1s £4 6m {2009 £4 7m) which compnses assocrates held by European Coach &
Bus only

Revenue Profit/(loss)

2010 2009 2010 2000

Share of associates’ revenue and results £m £m m £m
European Ceach & Bus associates 15.5 202 0.2 {01)
Total normalised associates’ results 15.5 202 02 (OR}
Exceptional ICRRL charge - - - (120}
Total associates’ results 155 202 0.2 (12 1)

An additional cnerous contract provision was recognised in 2009 in relation to the Group’s obligation for the proposed early
termmnation of the ICRRL contract with Eurostar This resulted in a total income statement charge of £12 Om included In
exceptional items
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Notes to the Consolidated Accounts continued

19 Business combinations
(a) Acquisitions
2010 Acquisitions

On 31 December 2010, in the United States, the Group acquired the entire share capital of school bus operator Vogel
(Vogel Bus Company Inc)

Farr value Fair value

Book value adjustments total

Net assets at date of acqustion £m £m fm
Intangible assets - 47 4.7
Property, plant and equipment 15 09 24
Trade and other recevables 05 - 0.5
Cash and cash equivalents 01 - 01
Trade and other payables {0 1) - (0.1)
Net assets acquired 20 586 7.6
Goodwill on acquistion 09
Total consideration 8.5
Less deferred consideration (8.5)
Cash acquired 0.1
Net cash inflow 0.1

The acquisiion balance sheet has been adjusted to reflect far value adjustments The adjustment to intangible assets
represents customer contracts acquired with Vogel and wilt be amortised over the life of the contracts The adjusiment {o
property, plant and equipment represents the difference between book value and market value of the assets

Total consideration was £8 5m, of which £8 5m was paid on 3 January 2011 and the remaning £2 Om has been deferred
In additon, £0 1m of acquisttion costs were Incured which have been expensed

As the acquisiion completed on the last day of the financial year 1t did not contribute to operating profit If this combination had
taken place at the beginning of 2010 the Group operating profit in 2010 would have been £87 Om and revenue from continuing
operations In 2010 would have been £2,133 5m

included in the goodwill recognised above are certan intangible assets that cannot be separately identrfied and measured due
to their nature This includes controf over the acquired business and assembied workforce, and increased scale in our North
Amencan school bus operations Management believes that goodwill represents value to the Group for which the recognition ot
a discrete Intangible asset 1s not pemuitted The majonty of the value was assessed to compnse of synergy benefits expected to
be achieved by merging the businessss acquired into the Group's North Amencan operations Al of the goodwill recognised 1s
expected to be deductible for tax purposes

2009 Acquisitions

There were no acquisitions in the Group in 2009
(b) Disposals

2010 Disposals

There were no disposals in the Group in 2010
2009 Disposals

The trade and business of Travel London, the Group’s London bus business was disposed of on @ June 2009 Cash flows
arising con disposal compnsed consideration of £32 Om less cash repaid and other expenses of £3 6m The net assets
disposed of were £34 Om including £13 6m of goodwill, resulting in a loss of £5 6m

In 2009, the Group disposed of Spanish concessions held by ALSA within the European Coach & Bus division for £0 2m
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20 Non-current assets - other receivables

2010 2009
£m £m
Trade recenvables 47 -
Prepayments and accrued ncome 0.1 25
Other recevables 1.2 15
60 40
21 Inventories
2010 2009
£m £m
Raw matenals and consumables 176 164
The movement on the provision for slow moving and obsolete inventory 1s immatenal
22 Current assets - trade and other receivables
2010 2009
£m £m
Trade recevables 150.3 1661
Less provision for mparment of recevables (143) (12 1)
Trade recevables — net 136 0 1540
Amounts due from asscciates and joint ventures (note 36} 0.8 13
Amounts owed by other refated parties (note 36) 13 15
Other recevables 30.5 212
Prepayments and accrued ncome 58.2 487
2268 2267
An analysis of the provision for mpairment of receivables 1s prowvided below
2010 2009
£m om
ALT January (12.1) (118
Prowided in the year (2.2) 03
At 31 December {14.3) (12 1)
23 Cash and cash equivalents
2010 2009
em £m
Cash at bank and in hand 815 583
Ovemight deposits 36.8 120
Other short-term deposits 105 355
Cash and cash equivalents 128.8 1058

Cash and cash equivalents include restncted balances of £21 7m (2009 £16 8m) held by the UK Rail subsidianes (“TQOCs™)
Under the terms of the tramn franchise agreements, cash can only be distnbuted by the TOCs erther up to the value of retaned
profits or the amount determined by prescnbed hiquidity ratics  The restncted cash represents the balance that 1s either not
avallable for distribution: or the amount required to satisfy the iquidity ratio at the balance sheet date

Cash at bank and in hand earns interest at floating rates based on dally bank deposit rates Short-term deposits are made for
varying pencds of between one day and three months depending on the immediate cash requirements of the Group and earn
interest at the agreed short-term floating deposit rate The far value of cash and cash equivalents 1s equal to the carrying value
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Notes to the Consolidated Accounts continued

24 Current liabilities — trade and other payables

2010 2008

£m £m

Trade payables 1753 1873
Amounts owed 16 associates and joint ventures (note 36) 1.1 15
Amounts owed to other related parties (note 36) 0.7 10
Cther tax and social secunty payable 360 354
Accruals and deferred ncome 1711 1544
Cther payables 116.8 874
501.0 4670

Trade payables are non-interest beanng and are normally settled on 30 day terms and other payables are non-interest bearing
and have an average term of two months Included within other payables are deferred fixed asset grants from government or
other public bodies of £2 3m (2009 £2 9m)

25 Other non-current liabilities

2010 2009
£m £m
Deferred fixed asset grants 3.7 46
Other labilites 215 170
25.2 216
26 Provisions
Eurostar
ONerous
Insurance contract
clams!' provison? Qther® Total
£m £m £m £m
At 1 January 2010 429 269 148 846
Charged to the iIncome statement 211 - 133 344
Utlised in the year (20 2) 87 127 416)
Amortisation of discount 11 - - 11
Exchange difference 09 - 02 11
At 31 December 2010 458 18.2 156 796
Cumrent 31 December 2010 261 90 88 439
Non-current 31 December 2010 197 g2 68 357
458 18.2 15.6 79.6
Cumrent 31 December 2009 210 268 147 628
Non-current 31 December 2009 219 - C1 220
429 269 148 846

' The nsuranca clams provision anses from estimated exposures at the year end, the magorty of which wil be utiised in the next five years, and compnses provisions for
exsting dams ansng m the UK and North Armenca

Z A provison was recogrised m 2006 for the Group's onerous contract for Eurostar with ICRRL £8 7m (2009 £8 6m) was paid to ICRRL dumyg the year £9 0mwdl be
paid m 2011 with the remander to be settled n 2012

#  Other ncludes amounts provided for onenous property contracts, kabiiites for future franchise exts withn the UK Rail dvsion and costs ansing from restructung acinaties
Non-curment amounts are expected to be settled i 2012

When the effect 1s matenal, the prowsions are discounted to their net present value
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27 Deferred tax

2010 2009

£m £m

Net deferred tax liability at 1 January (63.8) {104 9
Acguistion of subsidianes - -
Disposal of subsidanes - 20
{Debrt)/credit to ncome statement 56) 467
Charge to other comprehensive Income or equity (16 1) (17 4)
Exchange differences 14 g8
Net deferred tax hability at 31 December 84 1) 6838

Based on current capital investment plans, the Group expects to be able to claim capital allowances in excess of depreciation

n future years at a similar level to the current year

Deferred tax assets and habilities within the same junsdiction have been offset

2010 2009
Deferred tax assets £m £m
Accelerated tax depreciation {1.0) (149
Losses camed forward 1.2 290
Other short-term temporary differences 26 211
Total 28 352

2010 2009
Deferred tax labiites £m £m
Accelerated tax depraciation (94.4) (89 6)
Losses camed forward 37.3 301
Other short-term temporary differences {29.8) (39 5)
Total (86.9) (99 0)
28 Financial liabilities

2010 2000

£m £rn

Non-current
Bank loans 3.6 447 2
Baonds 565.6 -
Finance lease obligations 103.8 577
Other debt payable 1.4 12
Financial liabilites — Interest-beanng loans and borrowings 6744 506 1
Fuel pnce denvatives - 38
Interest rate denvatives 5.1 -
Foreign exchange denvatives - 74
Financial labilies — Denvative financial instruments 5.1 112
Non-current financial habilties 679.5 5173
Current
Bank loans 36.2 2405
Finance lease obkgations 278 179
Other debt payable 0.4 -
Financial labilites - Interest-beanng loans and borowings 64.4 2584
Fuel pnce denvatives 2.0 115
Interest rate dernvatives - 242
Foraign exchange denvatives 10.4 03
Financial kabiliies — Denvative financial instruments 124 360
Current financial habilities 76.8 294 4

An analysis of interest-beanng loans and borrowings 1s provided i note 29 Further information on denvative financial

instruments 1s provided n note 31
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Notes to the Consolidated Accounts continued

29 Interest-bearing loans and borrowings
The effective interest rates on loans and borrowings at the balance sheet date were as follows

2010 Effactive 2009 Effectve
£m Marturity interest rate £m Matunty irterest ate

7 year Sterling bond 345.0 January 2017 6.54% - - -
10 year Sterhing bond 2206 June 2020 6.85% - - -
Bonds 565.6
Sterling bank loans I3 August 2014' LIBOR + 1 45% 4458 June 2011 LIBCR + 1 5%
Euro bank loans 30 2011-2015 3.00% 26 2010-2015 EURIBOR + 1 0%
Eurc bank loans 15 2011-2015 2.64%
Euro bank loans - - - 2393 September 2010 EURIBOR + 2 0%
Bank loans 39.8 687 7
US dollar finance leases
at fixed rate 909 2011-2017 3.70% 303 2010-2014 4 0%
Euro finance leases
at fixed rate 84 2011-2015 6.5% 05 2010-2012 50%
Euro finance leases
at flcating rate 8.8 2011-2016 EURIBOR + 0.62% 180 20102016 EURIBOR + 0 5%
Sterling finance leases
at fixed rate 235 2011-2018 4.76% 268 2010-2018 5 4%
Finance leases 131.6 756
Euro loans 18 2011-2016 - 12 2010-2011 -
Other debt payable 18 12
Total 738.8 764 5

' Ths date s the uttmate maturty date of the syndicated credt facility

Dunng the year, two new Sterling bonds with nominal values of £350m and £225m were 1ssued under the £1bn EMTN
Following the 1ssuance of the £350m bond n January 2010 the Group repaid its €270m Euro bank loan The Group used the
praceeds of the £225m bond to repay a portion of its £800m syndicated credit faciity (matunty 5 June 2011) This facility was
subsequently refinanced on 21 July 2010 and replaced with a £500m syndicated credit facility (matunty 31 August 2014)

Under the terms of the £1bn EMTN programme, there Is a change in control put option such that, upon a change of control
event, any holder of any MTN may require the Company to redeem or purchase that MTN

Detalls of the Group’s interest rate risk management strategy and associated interest rate denvatives are included n notes
30 and 31

The Group 1s subject to a number of financial covenants in relation to its syndicated credit facilities which, if contravened, could
result in its borrowings under the faciity becoming immediately repayable These covenants specify maximum net debt to
EBITDA and minimurm EBITDA to net interest payable
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29 Interest-bearing loans and borrowings continued

The following table sets out the carrying amount, by matunty of the Group’s interest bearing financial Instruments and

borrowings
< 1year 1-2years 2-3years 3-4 years 4-5 yoars > 5 years Total
As at 31 Decetnber 2010 £m £m £m € fm £m £m
Fixed rate
Bonds - - - - - (565.6) (565.6)
Finance leases (22.9) {13.8) (15.6) (23.8) (129 {34.0} (122.8)
Net interest rate swaps - - - - - - -
Other debt payable (0.4) - {1.2) - - {0.2) (1.8)
Floating rate
Cash assets 128.8 - - - - - 128.8
Bark loans (38.1) (0.8} (1.6) 0.7) (086) - (39.8)
Finance leases (4.9) (1.4) (0.8) {0.7) {0.8) 0.2) {8.8)
Net interest rate swaps - - - - - (1.3) (1.3)
<1 yaar 1-2 years 2-3 years 34 years 4-5 years =5 years Total
As at 31 December 2009 £m m £m £m fm £m £m
Fixed rate
Finance leases ©0 {10 5) 70 €6 (145 (100 (67 6)
Net interest rate swaps (24 2) - - - - - (24 2)
Other debt payable - 13 - - — - 12
Floating rate
Cash assets 1058 - - - - - 1058
Bank loans (240 5) (446 0) 07 {0 1) 02 02 6877)
Finance leases 89 47 16) (10} 08 10 (180
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Notes to the Consolidated Accounts continued

30 Financial risk management objectives and policies
Financial risk factors and management

The Group’s muttinational operations and debt levels expose it to a vanety of finanaal nsks, of which the most matenal are
market nsks relating to fuel prices, foreign currency exchange rates, interest rates and the avallability of funding at reasonable
margins The Group has in place a nsk management programme that seeks to manage the impact of these nsks on the
financial performance of the Group by using financial instruments including borrowings, committed facilities and forward
exchange, fuel pnce and interest rate denvatives

The Board of Directors has delegated to a sub-committee, the Treasury Committee, the responsibility for implementing the nsk
management policies laid down by the Board The Treasury Committee provides assirance to the Board that the Group's
financial nsk profile including financial nsk identificabion and measurement is In accordance with the Group's policies and
procedures for Group Treasury The policies are implemented by the Group Treasury department which receives regular reports
from all the operating companies to enable prormpt identification of financial nsks so that appropnate actions may be taken

Foreign currency

The Group has major foreign operattons in the US, Canada and Spain and as a result i1s exposed to the movements in foreign
currency exchange rates on the translation of these foreign currency denominated net assets and eamings These movements
can have a significant impact on the Group’s reported results The Group seeks to manage this foreign currency exchange
movements nsk by aligning its foreign currency denominated habilities with the EBIT generated in each currency, such that
some protection is afforded 1o the net debt EBITDA covenant within the Group's core borowing facility This is achieved by

a combrnation of foreign currency borrowings and finance leases, and entering Into denvative financial instruments such as
cross currency Interest rate swaps and foreign exchange swaps At the year end, the Group had outstanding foreign exchange
denvatives of €275 Om, US$85 Om, a cross-currency interest rate swap of US$85 Om and finance leases of US$141 7m

and €20 1m

Denvative financial Instruments are designated as net investment hedges of foreign currency assets The sffective portion
of the gain or loss on the hedge s recogrised in the statement of comprehensive ncome and recycled to the Income
slatement at the same time as the underlying hedged net assets affect the Income statement Any ineffectiveness Is taken
to the income statement

The table below demonstrates the sensitvty of the Group's financial Instruments to a reasonably possible change in forergn
exchange rates, with all other vanables held constant This would affect the Group’s profit before tax and translation reserve
The effect on the translation reserve represents the movement in the translated value of the foreign currency denominated loans
and change in farr value of cross-currency swap contracts These movements would be offset by an opposite movement in the
translated value of the Group's overseas net investments It is estimated that a 10% change in the corresponding exchange
rates would result in an exchange gan or loss in the translation reserve of £37 3m

2010 2009

Effoct Effect on Effect Effect on

Strengthenagy on profit transiation on prodit transiaton

fweakening) before tax reserve before tax resens

As at 31 December n curency £m £m £m £m
US dollar 10% - {15.5) - 48
Euro 10% - {21.7) - 218
Canadian dollar 10% - (0.1) - -
US dollar {10%) - 155 - 48
Euro {(10%) - 21.7 - 218
Canadian dollar (10%) - 0.1 - -
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30 Financial risk management objectives and policies continued
Interest rate risk

The Group Is exposed to movements in interest rates on both interest-bearng assets and liabtities 1t 1 the Group’s policy to
maintain an appropnate balance between fixed and floating interest rates on borrowings in order to provide a level of certainty
to interest expense in the short term and to reduce the year on year Impact of interest rate fluctuations over the medium term
To achieve the desired fixed/floating ratio, the Group has entered nto a senes of interest rate swaps that have the effect of
converting fixed rate debt to floating rate debt The net effect of these transactions was that as at 31 December 2010 the
proportion of Group net debt at floating rates was 19 6% (2009 45 3%)

The table below demonstrates the sensitvity of the Group's financial nstruments te a reasonably possible change in interest
rates, with all other vanables held constant, on the Group's profit before tax and on the Group's hedging reserve

The sensitivity analysis covers all floating rate financial instruments, ncluding the Interest rate swaps If the interest rates
applicable to floating rate instruments denominated in Sterling were increased by 100bps, 1t 1s estmated that the Group's
profit before taxation would decrease by approximately £1 8m I the interest rates applicable to floating rate instruments
denominated in US$ were increased by 50bps, it 1s estimated that the Group’s profit before taxation would increase by
approximately £0 1m If the interest rates apphcable to floating rate instruments denominated in Euro were increased by 75bps,
it 1s estimated that the Group's profit before taxation would increase by approximately £0 2m The analysis assumes that the
amount and mix of floating rate debt, including finance leases, remains unchanged from that in place at 31 December 2010

2010 20098

Increase/ Effect on Effecton Effecton Effect on

(decrease) profit hedging profit hedgng

n basis before tax reserve betore tax reserve

As at 31 December ponts £m £m £m £m
Stering 100 (1.8) - 4 Q) -
US dollars 50 0.1 - c4 -
Euro 75 02 - 02 -
Stering {(100) 18 - 40 -
US dollars (50) (0.1) - {0 4) -
Euro {75) (0.2) - 02} -
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Notes to the Consolidated Accounts continued

30 Financial nsk management objectives and policies continued
Commeodity prices

The Group 1s exposed to movements in commodity prices as a result of its fuel usage It 1s the Group's policy to hedge this
exposure In order to provide a level of certamty as to its cost In the short term and te reduce the year on year impact of pnce
fluctuations over the medium term This 1s achieved by entenng into fuel denvatives At 31 December 2010, the Group had
hedged approximately 93% of its 2011 expected usage, 50% of its expected usage In 2012 and 15% of its expected usage
n 2013

The table below demonstrates the effect of a reasonably possible vanation in fuel pnces, with all other variables held constant,
on the fair value of the Group’s financial instruments and accordingly on the Group's profit before tax and on the Group's
hedging reserve

The sensitivity analysis includes alf fuel prnice denvatives The effect on the hedging reserve anses through movements on the
far value of the Group’s fuel pnce denvatives For these denvative contracts the sensitivity of the net fair value to an immediate
20% increase or decrease In all pnces would have been £37 3m at 31 December 2010 The figure does not include any
corresponding economic advantage or disadvantage that would anise from the naturat business exposure which would be
expected 1o offset the gain or loss on the dervatives

2010 2009
Effect on Effect on Effect on Effect on

Increase/ profit hedging profit hedging

(decrease) beafore tax reserve befora tax reserve

As at 31 December npncea £m fm £m m
Sterling denominated ULSD 20% - 135 - 93
US dollar dencminated gasoll 20% - 116 - 73
Euro denommated ULSD 20% - 122 - 113
Stering denominated ULSD (20%) - (13.5) - {93
US dollar denominated gasol (20%) - (11.6) - {73
Euro denominated ULSD (20%) - (12.2) - (113

Credit risk

The maximum credit nsk exposure of the Group 1s the gross camyng value of each of its financial assets This sk 1s mitigated
by a number of factors Many of the Group’s pnncipal customers, suppliers and financtal iInstitutions with which it conducts
business are public (or quasi-publc) bodies, both national (DT Rail and Network Rail in the UK) and local (school boards in
North Amenca, municipal authonties in Spain and Morocco, Transport for London and Centro in the UK) The Group does not
consider these counterparties to pose a significant credit nsk Qutside of this the Group does not consider it has significant
concentrations of credit nsk The Group has implemented policies that require appropnate credit checks on potential customers
before sales commence

The counterparties for financial assets other than nvestrments and trade recevables are subject to pre-approval by the Treasury
Committee and such approval 1s imited to financial mstitutions with an A credit rating or better The amount of exposure to any
individual counterparty 1S subject to a imit, which 1s set by the Treasury Commitiee

The only elements of the Group's financial assets which are not impaired but are past due are certan trade recevable items
An ageing of the assets which are past due 1s included In the table below In terms of trade receivables that are neither impaired
nor past due, there are no indications as at the ysar-end reporting date that the debtors will not meet their payment obligations

Of whch not impared and past due in the following penods

Of which
Camyng  nesther impared Less than Between Between
amount nor past due 30days 30andB0days 61and90days Over 90 days
£m £m £m £m £m £m
Trade receivables at 31 December 2010 140.7 104.7 128 44 4.0 14.8
Trade recewables at 31 December 2009 1540 67 0 441 108 44 277
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30 Financial risk management objectives and policies continued
Liquidity nsk

The Group's liquidity nsk 1s managed centrally by the Group Treasury department with operating units forecasting therr cash
requirements  The Group actively mamntains a mixure of long-term and mediurm-termn committed facihties that are designed to
ensure the Group has sufficient avallable funds to meet current and forecast funding requirements In managing the iquidity
nsk, the Group has access to a range of funding sources through the banking and capital markets

At 31 December 2010, the Group had committed bank borrowing and finance lease faciites of £631 6m (2008 £1,066 7m)
of which £420 6m (2009 £318 6m) were undrawn The reduction In committed facilities follows the 1ssue of a seven year,
£350m Sterling bond and a ten year, £225m Sterling bond Proceeds from the bond issues were used to repay the Euro bank
loan facility of €270m and outstanding amounts on the Group's £800m syndicated credit faciity In July 2010 the Group's
£800m credit faciity (matunty June 2011} was refinanced with a £500m syndicated credit facility {matunty 31 August 2014)
This reduced excess headroom following the 1ssue of the Stering bonds and provided a longer term facility to the Group

The table below summanses the maturity profile of the Group's financial labilities at 31 December 20710 based on the
contractual undiscounted cash flows Including interest cash flows As such the amounts In this table will not agree to the
carrying amounts disclosed in the Balance Sheet or other Notes The table includes cash outflows associated with derwvative
hedging instruments  Their amounts reflect the matunty profile of the far value liabiity where the instrument will be settled net,
and the gross settlement amount where the pay leg of a denvative will be settled separately to the receve leg

On demand 1-5years >S5 yaars Total

Year ended 31 December 2010 m £m £m fm £m
Bank lcans - 16 477 - 49.3
Bonds - 36.8 1471 693.3 877.2
Finance lease obligations - 28.3 831 38.5 149.9
Cther debt payable - 0.4 12 0.2 1.8
Nat interest rate swaps - - - 1.2 1.2
Fuel pnce swaps - 3.7 64 - 10.1
Foreign exchange forward contracts - 10.4 - - 10.4
Trade and other payables - 390.7 215 - 412.2
ICRRL onerous contract ebligation - 9.0 9.2 - 18.2
- 480.9 316.2 733.2 1,530.3

Onderrand  Less then 1 year 1-5 years > 5 years Total

Year ended 31 December 2009 £m €m £m £m £m
Bank loans - 2487 4517 c2 7006
Finance lease cbligations - 208 525 120 851
Other debt payable - - 12 - 12
Net interest rate swaps - 283 - - 283
Fuel prnce swaps - 119 60 - 179
Foreign exchange forward contracts - 02 74 - 76
Trade and other payables - 367 1 170 - 3841
ICRRL onerous contract obligation - 269 - - 269
- 7037 5358 122 1,2517

Capital nsk management

The Group seeks to adopt efficient financing structures that enable it to use its balance sheet strength to achieve the Group's
cbjectives without putting shareholder value at nsk The Group's capital structure compnses its equity (refer to the Group
Statement of Changes in Equity) and its net debt {refer to note 37) See Liquidity Risk in this section for further details of
changes in debt structure dunng 2010

The reduction in the Group's net debt from £657 9m to £610 4m 1s explained in the Operating Review Information about
the financial covenants in relation to the Group’s borrowing faciities 1s included in note 29

National Express Group PLC 115

sjusWale)s [eroueuly




Notes to the Consolidated Accounts continued

31 Financial instruments (including cash, trade receivables and payables)
Fair values
The table below llustrates the fair values of all financial assets and habilities held by the Group at 31 December 2010

Loans and recevables are non dernvative financial assets with fixed or determinable payments that are not quoted in an actve
rmarket They are measured at amortised cost using the effective interest rate method and the camying value in all cases
approximates to the farr value

Avallable for sale investments are non denvative assets that are either designated as avallable for sale, or are not classified as
loans and recevables or held to matunty investments The Group’s available for sale investments have no active market, and in
the absence of any other reliable external information are carred at cost or amortised cost which approximates to the farr value

The farr value of denvatives 1s erther detenmined by the third party financial institution with which the Group holds the instrument,
in iine with the market value of similar financial Instruments or by use of valuation techniques using market data Denvatives,
other than those designated as effective hedging instruments, are classified as far value through profit or loss and are camed
on the balance sheet at their fair value with gains or losses recogrised In the Income statement Dervatives designated as
hedging instruments i an effective hedge are carmed on the balance sheet at therr far value For cash flow hedges and hedges
of net iInvestments In foreign operations, the effective portion of the gan or loss on the hedging instrument 1s recognised directly
in other comprehensive Income, while the ineffective porton 1s recogrised in the income statement Amounts taken to other
comprehensive Income are transferred to the income statement when the hedged transaction affects profit or loss or when the
foreign operation 1s sold or partially disposed For fair value hedges, all gans or losses are recognised m the income statement

Denvatives are the only instrument which the Group holds at fair value The fair value measurement of these instruments 1s
categonsed within the Level 2 (e the far values are denved based on observable market inputs), In accordance with IFRS 7

The Group’s bonds are held at a hybrd amorhised cost with sorme far value adjustment  After initial recognition at far value, the
bonds are measured at amortised cost using the effective interest rate method A portion of the bonds are designated as the
hedged item n an effective far value hedging relationship As such the carrying value of this portion 1s adjusted for changes in
farr value attnbutable to the nsk baing hedged This net carrying value will differ to the faw value depending on movements in the
Group's credit nsk, movements in interest rates on the un-hedged portion and unamortised fees

All other habilities including finance leases, banks loans, trade and other payables and other debt payable are held at amortised
cost After nitial farr value recognition, these instruments are measured at amortised cost using the effective interest rate
methed The carrying value of these liabilities approximates to the farr value

Available- Derivatives Liabilities At tarr value
Loans and for-sale used for measured at through

ClassHication of financial instruments receivables assels hedging profit orloss Total
As at 31 December 2010 £m £m £m £m £m £m
Assets
Investments - 78 - - - 7.8
Fuel phce swaps - - 213 - - 213
Foreign exchange forward contracts - - 0.4 - - 04
Interest rate swaps - - 3.8 - - 3.8
Cash and cash equrvalents 128.8 - - - - 128.8
Trade and other recevables 232.8 - - - - 232.8

361.6 78 255 - - 394.9
Liabilities
Bank loans - - - {39.8) - {39.8)
Bonds - - - {602.5) - (602.5)
Finance lease obligations - - - {131.6) - {1316}
Other debt payable - - - (1.8) - (1.8
Interest rate swaps - - {5.1) - - {5.1)
Fuel pnce swaps - - {2.0) - - {2.0)
Foreign exchange forward contracts - - (10.4) - - (10.4)
Trade and other payables - - - (526.2) - (526.2)
ICRRL conerous contract obligation - - - (18.2) - (18.2)

- - (17.5) {1,320.1) - (1,337.6}
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31 Financial instruments {including cash, trade receivables and payables) continued
Fair values continued

Avallzable- Dematves Liabfives At fax value
Loans and for-sale used for measured at through
Classtfication of financal nstruments recenables assets hedgng amartsed cost profit or loss Total
As at 31 Decernber 2009 £rn £m £m £m fm tm
Assets
Investments - 77 - - - 77
Fuel pnce swaps - - 89 - - 89
Feoreign exchange forward contracts - - - - 03 03
Cash and cash equialents 1058 - - - - 1058
Trade and other recervables 2093 - - - - 2083
3151 77 89 - 03 3320
Liabilities
Bank locans - - - (687 7) - (687 7)
Finance lease obligations - - - (75 6) - (75 6)
Other debt payable - - - (12 - (12
Interest rate swaps - - - - (24 2) (24 2)
Fuel pnce swaps - - (14 4} - 09 (15 3)
Foreign exchange forward contracts - - (7 5) - 02) 77N
Trade and other payables - - - (384 1) - (384 1)
ICRRL onerous contract obligation - - - (26 9 - (26 9)
- - (219 {1,175 5} (25 3} (1,222 7)

Other receivables and other payables are to be settled in cash in the currency they are held in

In accordance with |AS 39, ‘Financial Instruments Recogrition and Measurement’, the Group has reviewed all contracts for
embedded dervatives that are required to be separately accounted for No embedded denvatives have been identified

The Group assesses at each year-end reporting date whether a financial asset or group of financial assets 1s imparred In the
financial year 2010 there was no objective evidence that would have necessitated the impaiment of loans and recewvables
or avallable-for-sale assets except the provision for mpairment of recewvables (see note 22)

Hedging activities

The Group uses denvative financial Instruments to manage exposures to market risk, such as movements in foreign exchange
rates, fuel pnces and interest rates  Such denvative financial instruments are intially recognised at far value and are
subsequently re-measured at fair value In line with the 1AS 39 the Group classifies hedges as (a} far value hedges used to
hedge exposure to changes n the fair value of a recogrised asset or liability, (b) cash flow hedges used to hedge exposure to
vanability in cash flows assocrated with a recognised asset or liability or a highly probable forecast transachion, and {c) hedges
of a net iInvestment in a foreign operation

In 2010 the Group applied cash flow hedge accounting for hedging floating fuel pnce nisks in highly probable forecast purchase
transactions and for hedging net Investments in US$ and Euro foreign operations The Group apphed farr value hedge
accounting for the farr value interest rate nsk on £200m of the Group’s fixed rate bonds
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Notes to the Consolidated Accounts continued

31 Financial mstruments (including cash, trade receivables and payables) continued
Hedging activities continued

The movement on dernvative financial Instruments 1s detalled below

Foreign
axchange
Interest rate forward
swaps cor Fuel p Total
£m £m £m £m
Net lliabiity at 1 January 2010 {24.2) {7.9) 6.4) (38.0)
Cash settiements 224 20 24 268
Revaluation through income statement 0.4 - 0.2 0.6
Revaluation through other comprehensive Income - - 211 211
Exchange differences 0.1 {4.6) 20 {2.5)
Net (lability)/asset at 31 December 2010 {1.3) {10.0) 19.3 8.0
Foreign
exchange
Interest rate forward
swaps cortracts Fuel swaps Total
m £m £m £m
Net liability at 1 January 2009 {30 2 (252 (792 (134 6)
Cash settlements 150 151 567 868
Revaluation through income statement 01 - - 01
Revaluation through other comprehensive iIncome (11 5) 01 118 02
Exchange differences 24 28 43 95
Net hability at 31 Decermnber 2009 {24 2) (7 4} 6 4) (38 0}
The movement on the hedging reserve I1s detaled below
2010 2008
£m £m
At 1 January 08 (58 4}
Transferred to mcome statement — operating costs 23 540
Transferred to income statement — net finance costs - 280
Revaluation 211 02
Tax on revaluation {6.0) 01
Tax on transfers to Income staterment {0.6} (229
At 31 December 17.6 08

Hedge of net investments in foreign entities

The Group uses foreign currency borrowings and denvative financtal instruments to hedge the net investment in matenal forewgn
currency net assets of the Group and are used to reduce the exposure to foreign exchange rate movements At 31 December
2010 the Group had designated a total of €275m of synthetic debt in the form of foreign exchange denvatives as a net
investment hedge of €275m of the net assets of the Sparush subsidiary No ineffectiveness was recognised in relation to this
hedge The foreign exchange denvatives have a matunty date of 20 January 2011 and wili be rolled forward as appropnate to
maintain a desirable level of hedging In addition the Group had synthetic debt of US$165m in the form of foreign exchange
swaps and cross currency interest rate swaps to hedge the net investments of US$165m of US$ denominated net assets No
ineffectiveness was recognised in relation to this hedge The foreign exchange swaps have a matunty date of 20 January 2011,
the cross currency swap has a matunty date of 31 May 2011 Contracts will be rolled or replaced as appropnate to mantain a
suitable level of hedging in ine with the Group’s nsk management objectives The portion of the gan or loss on the hedging
instruments that 1s determined to be an effective hedge is recognised directly in transtation reserves and, 1o this extent, offsets
any gains or losses on translation of the net investments in the subsidianes Dunng the year the Group also hedged a varable
amount of Canadian Dollar net nvestments No such hedges were in place as at 31 December 2010
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31 Financial instruments (Including cash, trade receivables and payables) continued
Fuel price hedges

The Group has a number of fuel price swaps In place to hedge the different types of fuel used in each division Ultra low sulphur
diesel is used i the UK Bus, UK Coach and European Coach & Bus divisions and gasall 1s used in the UK Rail division, both
are hedged by swaps In the same type of fuel Diese! used in the North Amencan division 18 hedged using the more liquid
heating ol market The timing of the swap cash flows match underlying fuel purchases from 2011 through to 2013 There was
no sigrificant element of hedge ineffechiveness requinng the recognition In the Income statement

Dunng the year £21 1m of far value gains (2008 £0 2m) have been transferred to the hedging reserve due to movements in
market fuel prices Farr value gains of £2 4m (2009 £54 Om) have been transferred from the hedging reserve to the income
slatement following settliement of fuel trades, of which £0 8m was recognised in the hedging reserve at 1 January 2010 and
the remainder was generated during the year due to the movement in market fuel prices

Fuel price swaps can be analysed as follows
31 December 31Decamber 31 Decamber 31 Decermber

2010 2009 2010 2009
Fair vahue Fair value Yolume Volume
£m £rn million Iitres rrelion liires
Hedge fuel price swaps

Sterling denominated fuel swaps — UK Bus, UK Coach and UK Rall 29 10 83.7 622
US dollar denominated fuel swaps — North Amencan Bus 1.3 {(V))] 64.9 661
Euro denominated fuel swaps — European Coach & Bus 7.9 5N 80.0 880
Fuel pnce swaps included in current assets/{liabilities) 12.1 (53 228.6 2163
Stering denominated fuel swaps — UK Bus, UK Coach and UK Rail 2.6 (04) 63.6 659
US dollar denominated fuel swaps - North Amencan Bus 1.3 (20 20.8 397
Euro denominated fuel swaps — European Coach & Bus 3.3 23 750 800
Fuel pnce swaps included In non-current assets/fkabilibes) 7.2 {01 1594 1856
Total hedge fuel pnce swaps 19.3 54 388.0 401 9

Non-hedge fuel pnce swaps
Sterling denominated fuel swaps — UK Rall (current) - {086 - 55
Stering denomnated fuel swaps — UK Rait (non-current) - {04) - 55
Total non-hedge fuel pnce swaps - (10) - 110
Total fuel pnce swaps 193 {6 4) 388.0 4129

Interest rate swaps at fair value through profit or loss

On 14 January 2010 the Group terminated all cutstanding Euro interest rate swaps resutting m a net cash outfliow of £20 9m
for therr fair value and accrued interest outstanding This followed the 1ssue of the Group’s £350m ten year Stering bond and
subsequent repayment of the Group’s €270m [oan on 15 January 2010

The Group continued to account for two US$100m denominated interest rate swaps at farr value through profit or loss untl
therr matunty n September 2010 The Group accounted for their far market value gain of £0 2mn 2010 through the Income
statement

in July 2010 the Group entered into four £50m denominated interest rate swaps to hedge interest rate nsk on a total of £200m
of the Group’s Sterling bonds  These interest rate swaps all pay floating interest (LIBOR + a margin) semi-annually, receve fixed
interest annually with matuntes matching the Group's Sterling bends (two swaps with total notional value £100m mature in
January 2017, two swaps with notional value £100m mature June 2020) and are designated as a farr value hedge of the
interest rate nsk on £200m of these bonds These swaps are measured at far value through profit or loss, with any gains or
losses being taken immediately to the income statement to offset any farr value gains or losses due to changes in the nsk free
interest rate on the hedged portion of the bonds As at 31 December 2010 a total far value loss of £1 3m was recognised In
the income statement 0 relation to these swaps This 1s offset by a far value gain of £1 1m on the underlying hedged iter,

in this case changes in fair value on the £200m of the Group's bonds due to changes in the nsk free interest rate
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Notes to the Consolidated Accounts continued

32 Called-up share capital

2010 2009
£m £m

At 31 December

Authonsed

800,000,000 (2008 800,000,000} ordinary shares of 5p each’ 40.0 400

Issued calted-up and fully pad

511,726,026 (2009 511,726,026) ordinary shares of 5p each 25.6 256

Number

Movement n ordinary shares dumg the year £m of shares

At 1 January 2009 77 154,687,284

Rights Issue? 179 357,038,742

At 1 January 2010 and at 31 December 2010 256 511,726,026

' At the Annual General Meeting of the Company held on 6 May 2009, the authonsed share capital of the Company was increased from £10m to £13m by the creaton
of 60 miion ordinary shares of a noming value of 5 pence each At an Extraordinary General Meeting of the Comnpany held on 27 November 2009 the authorised share
captal of the Compery was noreased from £13m to £40m by the creation of 540 milion ordinary shares of a nommal value of 5 pence each

2 On 11 November 2009, the Comparty announced a Rights Issue which was spproved by shareholders on 27 Novemnber 2009, on the bass of seven new ordinary
shares for every thvee ordinary shares held at 105 pence per share, all with a nomenal value of 5 pence each The Company rasad proceeds of approamately £355m
net of IssUe Costs of approxamately £20m

The total number of share options exercised In the year by employees of the Group was 1,301,553 (2009 378,588) of which

nil exercises were satisfied by newly issued shares (2009 nifj and 1,301,553 (2009 378,588) exercises were satisfied by

transfemng shares from the National Express Employee Benefit Trust

Own shares
Own shares compnse treasury shares and shares held in the Employee Benefit Trust

Treasury shares include 1,668,688 (2009 1,668,688) ordinary shares in the Company No additional shares have been added
dunng the year as treasury shares within equity for future issue under the Group's share schemes or cancellation No shares
were cancelled dunng the year (2009 ni) The market value of these shares at 31 December 2010 was £4 2m (2009 £3 2m)

Own shares include 477,914 (2009 1,1786,633) ordinary shares in the Company that have been purchased by the Trustees

of the National Express Employee Benefit Trust (the “Trust™) Dunng the year, the Trust purchased 714,597 (2009 746,489)
shares and 1,301,553 (2009 378,588) shares were used to satisfy optons granted under a number of the Company's share
schemes The market value of these shares at 31 December 2010 was £1 2m (2009 £2 3m) The dividends payable on these
shares have been waved
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33 Other reserves

Merger Hedging Translation
reserve reserve reserve Tota!
£m £m £m m
At 1 January 2010 154 08 99.9 1161
Hedge movements, net of tax - 168 - 16.8
Exchange differences, net of tax - - (7.8) (7.8)
At 31 December 2010 15.4 176 92.1 125.1
Merger Hedang Transdation
reserve resenve reserva Total
£m £m £m £m
At 1 January 2009 154 (58 4) 1767 1337
Hedge movements, net of tax - 592 - 892
Exchange differences, net of tax - - (76 8) (76 8
At 31 December 2009 154 08 999 1161

The nature and purpose of the other reserves are as follows

» The merger reserve includes the premium on shares 1ssued 1o satisfy the purchase of Prism Rail PLC n 2000 The reserva

1S not distnbutable

» The hedging reserve records the movements on designated hedging items, offset by any movements recognised directly

N equity on undertying hedged items

+ The translation reserve records exchange differences ansing from the translation of the accounts of foreign currency

denominated subsidianes offset by the moverents on loans and denvatives used 1o hedge the net investment in foreign

subsidianes
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Notes to the Consolidated Accounts continued

34 Pensions and other post-employment benefits
{a) Summary of pension benefits and assumptions

The UK Bus and UK Coach divisions operate both funded defined benefit schemes and a defined contribution scheme The
majonty of employees of the UK Rail companies are members of the appropnate shared-cost section of the Rallways Pension
Scheme (RPS), a funded defined benefit scheme The assets of all schemes are held separately from those of the Group
Contnbutions to the schemes are determined by independent professicnally qualfied actuanes

Subsidianes in North Amenca contnbute to a number of defined contribution plans The Group also provides certan additional
unfunded post-employment benefits to employees in North Amenca and Spain, which are disclosed n section {¢) in the 'Other’
category

Following the Government’s announced change In the statutory measure of inflation for pension schemes, from RPI to CPI, the

appropnate assumptions have been updated in the actuanal valuations as at December 2010 The actuanal gan ansing has
been recogrised i other comprehensive Income

The total pension cost for the year was £15 3m (2009 £24 2m), of which £3 2m (2009 £3 9m) relates to the defined
contnbution schemes

The defined benefit pension llability included In the balance sheet Is as follows

2010 2009

£m £m

UK Bus {5.3) (46 4)
UK Coach - 52
UK Rall {(3.7) {19
Other {14} (4
Total (10.4) (54 9)

The valuations conducted for financial reporting purposes are based on the tnennial actuanal valuations A summary of the
latest triennial actuanal valuations, and assumptions made, I1s as follows

UK Bus UK Coach UK Rat

Travel West

Taysde Midiands
31 March 31 March S5Apd 31 Decemnber
Date of actuanal valuabon 2008 2007 2007 2007
Actuanal method used Attaned age® Attained age™ Projected unit  Projected unit
Rate of investment retums per annum 78% 54%64% 47%55% 58%76%
Increase In eamings per annum 52% 4 6% 40% 42%
Scheme assets taken at market value £40 5m £374 Om £39 8m £355 1m
Funding level 92% 93% 77% 103%—109%

Armounts ncluded i the noome slatement other comprehensve Ncome and the balance sheet are calcuiated using the proected uit method

The range of funding levels and scheme assets for UK Rail reflects the range of funding levels and assets in the vanous
sections of the RPS relating to the franchises which the Group operated at 31 December 2010 The plans do not provide
medical benefits
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34 Pensions and other post-employment benefits continued
(a) Summary of pension benefits and assumptions continued

The most recent tnennial valuations are then updated by independent professionally gualified actuanes for financial reporting

purposes, N accordance with IAS 18 The main actuanal assumptions undertying the IAS 19 valuations are

2010 2009

UK Bus UK Coach UK Rail UK Bus UK Coach UK Pall
Rate of Increase in salanes 3.9% 3.9% 3.9% 45% 45% 4 5%
Rate of increase of pensions 3.5% 3.5% 3.5% 35% 35% 35%
Discount rate 5.4% 5.4% 5.4% 575% 575% 575%
Inflation assumption (RPI} 3.5% 3.5% 3.5% 35% 35% 35%
Inflation assumption (CPI} 2.9% 2.9% 2.9%
Expected rates of retum on scheme assets
Equites 77% 77% 7.7% 80% 80% 80%
Bonds 4 2% 4.2% 4.2% 4 5% 45% 4 5%
Properties 6.0% 6.0% 6.0% 6 3% 6 3% 63%
Other 1.25% 125% 125% 125% 125% 125%
Post-retirement mortality in years
Current pensioners at 65 — male 194 219 194 219
Current pensioners at 65 — male, pension under
£8,500 pa or pensionable pay under £30,000 pa 198 198
Cumrent pensioners at 65 — male — others 21.5 215
Cumrent pensioners at 65 - female 22 24.8 222 248
Current pensioners at 65 — fernale, pension under
£3,000 pa or pensionable pay under £30,000 pa 21.7 217
Current pensioners at 65 - female — others 227 227
Future pensicners at 65 - male 204 23.0 204 230
Future pensioners at 65 — male, pension under
£8,500 pa or pensionable pay under £30,000 pa 222 222
Future pensioners at 65 — male — others 23.7 237
Future pensioners at 65 - female 231 258 231 258
Future pensioners at 65 — female, pensicn under
£3,000 pa or pensionable pay under £30,000 pa 232 232
Future pensioners at 65 — female - others 242 242
The demographic assumptions reflect those included in the most recent tnennial valuatton For the UK Rail scheme,
mortality assumptions are based on the recent expenence of the scheme with an allowance for future Improvements
In mortality as follows
Aga Year Under 85 85-105 Over 105
Males and females 20082012 30%pa 30% patapenng to 0 6% pa 06% pa
Males 2013 onwards 15%pa 15% pa tapenng to 0 3% pa 03% pa
Females 2013 onwards 10%pa 10% patapenng to 0 2% pa 02% pa

The Directors regard the assumption around the discount rate to be the key assumption in the IAS 19 valuation, and the
following table prowides an approximate sensitmty analysis of the mpact of a 0 1% change in the discount rate assumption

UK Bus UK Coach UK Rail

m £m £m

Defined benefit pension (lakxity) at 31 December 2010 {5.3) - 3.7
Effect of a 0 1% ncrease in the discount rate 7.2 1.3 -
Current senvice (cost) for the year ended 31 December 2010 4.9) {0.8) {10.9)
Effect of a 0 1% increase in the discount rate 01 - 02

Scheme assets are stated at their market values at the respective balance sheet dates The expected rate of retum on scheme

asseis 1s determined based on market retums on each category of scheme assets
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Notes to the Consolidated Accounts continued

34 Pensions and other post-employment benefits continued
(b) Accounting for the Railways Pension Scheme

The mayonty of employees of the UK Rail companies are mernbers of the appropnate section of the RPS, a funded defined
benefit scheme The RPS s a shared cost scheme, which means that costs are formally shared 60% employer and 40%
employee To date, the Group has expenenced eleven changes of UK Raill franchise ownership where the current owner has
funded the scheme during the franchise term and the pension deficit at franchise exit has transferred to the new owner, without
cash settlement However, although the Group's past expenence has proven otherwise, our legal advisors have opined that in
certain situations, the llability for the deficit on the relevant sections of the RPS could theoretically crystallise for funding by an
indmvidual TOC at the end of the franchise By entenng into the franchise contract, the TOC becomes the designated employer
for the term of the contract and under the rules of the RPS must fund s share of the pension hability in accordance with the
schedule of contnbutions agreed with the Scheme trustees and actuanes and for which there is no funding cap set out in the
franchise contract

To comply with IAS 19, the Group 1s required to account for its legal cbligation under the formal terms of the RPS and s
constructive obligation that anses under the terms of each franchise agreement

In determuning the appropriate accounting policy for the RPS to ensure that the Group’s accounts present fairdy its financial
position, financial performance and cash flows, management has consuited with TOC industry peers and has concluded that
the Group's constructive but not its legal RPS defined benefit obligations should be accounted for n accordance with IAS 19
This accounting policy, which in all other respects 15 consistent with that set out in this note for the Group's other defined
benefit schemes, means that the Group’s accounts reflect that element of the deficits anticipated to be settled by the Group
dunng the franchise term and will prevent gans ansing on transfer of the existing RPS deficits to a new owner at franchise exit

In calculating the Group's constructive obligations in respect of the RPS, the Group has calculated the total pension deficits
in gach of the RPS sections in accordance with IAS 19 and the assumptions set out above These deficits are reduced by

a 'franchise adjustment’ which s that portion of the deficit projected to exst at the end of the franchise and which the Group
will not be required to fund The franchise adjustment, which has been calculated by the Group's actuanes, is offset against
the presant value of the RPS iabiihes so as to farly present the financial performance, position and cash flows of the
Group's obligations

The franchise adjustment decreased from £81 7m at 31 December 2008 to £72 4m at 31 December 2010 The decrease 15
caused by interest on the franchise adjustment of £4 7m and net actuanal movements of £14 Om In the pnor year, the
franchise adjustment increased by £53 5m from £28 2m at 1 January 2009 to £81 7m at 31 December 2009 The increase
was caused by interest on the franchise adjustment of £1 7m and net actuanal movements of £51 8m

If the Group had accounted for its legal obligation in respect of the RS instead of the constructive obligation, the following
adjustments would have been made to the financial information

2010 2009
£m £m

Balance sheet
Defined benefit pension deficit {72.4) 817
Deferred tax asset 15.0 182
Intangible asset 15 20
Net reduction in net assets (55.9) B15)
Statement of comprehensive Income
Actuanal gans/{losses) 14.0 {51 8}
Tax on actuanal gains and losses {3.7) 145
Net decrease in actuanal gains/{losses) 10.3 (37 3)
income statement
Interest on franchise adjustment 4.7} (17
intanglble asset amortisation (0.5) 05
Deferred tax credit 0.6 -
Net decrease in Income (4.6) 22
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34 Pensions and other post-employment benefits continued
{c] Financial results for pension benefits

The amounts charged to the Group ncome staternent and Group statement of comprehensive income for the years ended
31 December 2010 and 2009 are set out In the following tables

UK Bus UK Coach UK Rall Total
2010 2010 2010 2010
Group Income statemennt £m £m £m £m
Amounts (charged)/credited to Group operating profit/{loss)
Current service cost (4.4) {0.8) {10.9) (16.1)
Curtalment gan (included within exceptional tems) - 23 - 23
Expected retum on pension scheme assets 242 3.2 129 403
Interest on pension kabies (25.1) 3.2) (15.0) {43 3}
Interest on franchise adjustment - - 4.7 4.7
Total (charge)/credit to ncome statement {5.3) 1.5 (8.3) {12.1)
Actual retum on plan assets 45.5 55 19.0 70.0
UK Bus UK Coach UK Rail Total
2010 2010 2010 2010
Group statement of comprehensive Income £m £m £m £m
Actual retum less expected retum on pension scheme assets 21.3 23 61 29.7
Cther actuanal gains and losses 16.8 {2.3) {9.9) 4.6
Actuanal gans/flosses) 38.1 - (3.8) 343
UK Bus UK Coach UK Rai Total
2009 2009 2009 2009
Group ncome statement £m £m £m m
Amounts {chargedycredited to nommalised operating profit
Current service cost 32) {07} (152 (19 1)
Expected retum on pension scheme assets 204 28 195 427
Interest on pension abilities {22 6} 27 (203) {45 6)
Interest on franchise adjustment — - 17 17
Total charge to Income staterment (54) 06 (14 3) (20 3)
Actual retum on plan assets 517 86 427 1010
UK Bus UK Coach UK Rai Total
2009 2009 2009 2009
Group statement of comprenensive INCome om £m £m £m
Actual retum less expected retum on pension scheme assets 313 38 232 583
Other actuanal gans and losses (86 6) (11 3) 125 (85 4)
Adjustment for unrecognised surplus 80 - - 90
Actuanal lossas)/gans {46 3} 7 5} 3B7 {181)
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Notes to the Consolidated Accounts continued

34 Pensions and other post-employment benefits continued
{c) Financial results for pension benefits continued
The amounts recognised in the balance sheet at 31 December are

UK Bus UK Coach UK Ral Other Total

2010 2010 2010 2010 2010

As gt 31 December 2010 £m £m £m £m £m
Equities 197.6 20.3 303.7 - 530.6
Bonds 147.5 28.7 138 - 190.0
Property 79.2 - 02 - 794
Other 5.2 1.6 06 - 74
Far value of scheme assets 4295 59.6 3183 - 807.4
Present value of scheme liabilites {434.8) {59.6) {445.2) (14) {941.0)
Franchise adjustment - - 724 - 724
Defined benefit obligation {434.8) (59.6) {372.8) (14) {868.6)
Members' share of deficit - - 508 - 508
Defined benefit pension defictt {5.3) - (3.7 (14) {10.4)
UK Bus UK Coach UK Rail Other Total

2009 2009 2009 2009 2009

As at 31 December 2009 £m £m £m rn £m
Equties 1831 257 2344 - 4432
Bonds 1375 24 3 250 - 1868
Property 743 - 250 - 993
Other 50 16 - - 66
Fair value of scheme assets 3809 516 2844 - 73590
Present value of scheme llabilives (446 3) (56 8) {4237} (14) 928 2)
Franchise adjustment - - 817 - 817
Defined benefit obligaton (446 3) (56 8) 3420 {14} (846 5)
Members’ share of defictt - - 857 - 557
Defined benefit pension deficit (46 4) 52 19 (14 (54 9

The movement in the present value cf the defined benefit obligation in the year 1s as stated below For UK Rall, the RPS 1s
a shared cost scheme, which means that costs are formally shared 60% employer and 40% employee

The Group's defined benefit obligation compnses £867 2m (2009 £845 1m) (including the members’ share of the deficit)
ansing from plans that are wholly or partly funded and £1 4m (2009 £1 4m) from unfunded plans

UK Bus UK Coach UK Rail Other Total
£m £m £m £m £m
Defined benefit obligation at 1 January 2010 {446.3) (56.8} {342.0) (1.4} {846.5)
Curent service cost (4.4} {0.8) {10.9) - (16.1)
Benefits pad . 256 15 14.5 - 416
Contnbutions by employees (1.4) (0.3) (6.5) - 8.2)
Finance charge (25.1) (3.2) {15.0) - {43.3)
Curtalment gain - 23 - - 23
Interest on franchise adjustment - - 4.7 - 4.7
Members’ share of movement on liabiiites - - 7.7} - 7.7
Actuanal gan/lloss) recogrised m statement
of comprehenswe ncome 168 (2.3) {9.9) - 4.6
Defined benefit obligation at 31 December 2010 (434.8) {59.6) (372.8) (1.4) (868.6)
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34 Pensions and other post-employment benefits continued

{c) Financial results for pension benefits continued

UK Bus UK Coach UK Rai Other Total
£m om £m £m £m

Defined benefit obligation at 1 January 2009 (357 4) 43 3) (526 7) (15) (828 9
Current service cost 32 07 (152) - {19 1)
Franchise ext - - 2681 - 268 1
Benefits pad 249 14 237 - 500
Contnbutions by employees 14 03 (105) - {122
Finance charge (22 6) 27 203 - (45 6)
Other movements - 01 - 01 02
Interest on franchise adjustmeant - - 17 - 17
Members' share of movement on liabilibes - - 753) - {75 3)
Actuanal {lossygain recognised in statement of
comprehansive Income (86 6) (113 125 - (85 4}
Defined benefit obligation at 31 December 2009 {446 3} (56 8) (342 0) (14) (846 5)
The movement in the far value of scheme assets 1s as follows

UK Bus UK Coach UK Rail Tota

£m £m £m £m

Farr value of scheme assets at 1 January 2010 3999 516 284.4 7359
Expected retumn on plan assets 24.2 3.2 12.9 403
Cash coninbutions — Employer 83 3.7 10.2 222
Cash contnbutions — Employee 14 0.3 6.5 8.2
Benefits pad {25.6) {1.5) (14.5) (41.8)
Members' share of retum on assets - - 17 12.7
Actuanal gain recognised 1n statement of comprehensive mcome 213 2.3 61 297
Fair value of scheme assets at 31 December 2010 429.5 59.6 318.3 807.4

UK Bus UK Coach UK Ral Tota)

£m £m £m £m

Fair value of scheme assets at 1 January 2009 3628 421 4447 8496
Expected retumn on plan assets 204 28 195 427
Franchise exit - - {268 1) (268 1)
Cash contrbutions — Employer 89 41 154 284
Cash contnbutions — Employee 14 03 105 122
Bensfits pad (24 9) (14) (23 7} (500)
Membership movements - 01) - ©1
Members' share of returmn on assets - - 629 629
Actuanal gan recogrised i staterment of comprehensive income 313 38 232 583
Far value of scheme assets at 31 December 2009 3099 516 284 4 7359
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Notes to the Consolidated Accounts continued

34 Pensions and other post-employment benefits continued

(c) Financial results for pension benefits continued

The Group expects to contnbute £19 0m to its defined benefit pension plans in 2011

2010 2009 2008 2007 2006
History of expenence gains and losses £m £m £m £m £m
UK Bus

Far value of scheme assets 429.5 3299 3628 4120 406 0
Present value of defined benefit obhigation (434.8) (446 3) (357 4} (412 4) {421 8}
Restnchon on surplus - - Q0 47 (15
Deficit n the scheme {5.3) (46 4) 36 (5 1} (17 3)
Expenence adjustments ansing on habiliies {0.1) 02 B33 (4 6) B0
Expenence adjustments ansing on assets 21.3 313 628 {52 75

UK Coach

Far value of scheme assets 50.6 516 421 437 399

Present value of defined benefit obligation (59.6) (56 8) 43 3) (48 6) (52 6)
Defict n the scheme - (52 12 49 (127
Expenence adjustments ansing on liabiities 27 - - 22 (16)
Expenence adjustments ansing on assets 23 38 78 06 -

UK Rail

Far value of scheme assets 3183 284 4 4447 68203 743 4

Present value of defined benefit obigation {372.8) {342 0} 526 7) (653 1) (808 2)
Members’ share of defict 50.8 557 433 140 437

Deficit n the scheme 37 {19} (387) (18 8} 21 1)
Expenence adjustments ansing on habifties 122 (11} 169 53} (255
Expenence adjustments ansing on assets 61 232 (121 4) 32 326

Other

Far value of scheme assets - - - - -

Present value of defined benefit cbligation (1.4 {14) (15 10 a7
Deficit in the scheme {1.4) 14) (15 (10

Expenence adiustments ansing on habilites

a7

The curnulative amount of actuanal gans and losses recognised in the statement of comprehensive income since 1 January
2004 1s £10 6m loss (2009 £44 9m loss) The Directors are unable to determine how much of the pension scheme deficit
recognised on transition to IFRSs and taken directly to equity of £51 9ms attnbutable to actuanal gans and losses since
inception of those pension schemes Consequently the Directors are unable to determine the amount of actuanal gains and
losses that would have been recognised in the statement of comprehensive income before 1 January 2004
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35 Commitments and contingencies

Operating lease commitments

The Group’s total operating lease commitments are as follows

2010 2009
£m £m

Future minmum rentals payable under non-cancellable cperating leases
Within one year Land and buldings 824 96 4
Plant and equipment 158.0 1355
2404 2319
After one year but not more than five years Land and bulldings 46.7 56 4
Plant and equipment 75.7 670
1224 123 4
More than five years Land and bulldings 338 406
Plant and equipment 58 130
39.6 536
4024 408 9

Operating lease commitments

The majonty of the Group's commitments anse in the UK Raill dvision Trains diviston companies have contracts with Network
Rall Infrastructure Limited for access to the railway infrastructure ({tracks, stations and depots) They also have contracts under
which roliing stock 1s leased The TOCs' obligations to fulfil these commitments exist only as part of their franchise agreement

The table below reflects the commitments up to the current franchise end dates unless an extension or new franchise

agreement has been signed The commitments are based on charges adwised by the Rail Regulator for the pencd staring
on 1 Apnl 2009 Commitments for future minimum rental payments under these contracts are shown below

Land end Plant and

buldings equipment

2010 2009 2010 2009

UK Rail dision commitments £m fm om £m
Future minimurm rentals payable under non-cancellable operating leases

Within one year Fixed track access 478 567 - -

Roling stock - - 145.1 1256

Other 211 247 11 18

68.9 814 146.2 127 4

After one year but not more than five years Fixed track access 134 156 - -

Raolling stock - - 316 346

Other 6.8 73 10 06

202 229 32.6 352

89.1 1043 1788 162 6

Fixed track access agreements have an average remaming life of 1 1 years (2009 1 4 years), other land and buildings have an
average duration of 1 2 years (2009 1 4 years) Rolling stock agreements have an average Iife of 1 0 years (2009 1 4 years)
and other plant and equipment 1 9 years {2009 1 4 years)
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Notes to the Consolidated Accounts continued

35 Commitments and contingencies continued

Outside of the UK Rall division the Group has entered into operating leases on certain properties, public service vehicles and
vanous items of plant and equipment Commitments for future minimum rental payments under cancellable operating leases

are shown below

Lard and bukings Pubic senace vehidies Other

2010 2000 2010 2009 2010 2009

Other dnsions' commitments m £m £m £m £m £m
Within one year 135 150 10.9 80 09 01
After one year but not more than five years 26.5 335 41.5 316 16 02
More than five years 338 4086 58 130 - -
73.8 891 58.2 526 25 03

The average remaning life of operating lease commitments in the other divisions 1s 4 1 years (2009 5 6 years) for land and
buldings, 3 8 years (2009 4 2 years) for public service vehicles and 2 7 years (2009 2 3 years) for other plant and equipment

Operating lease agreements where the Group is the lessor

The Group receives rent on properties as follows

2010 2009
£m £m

Future minimum rentals receivable under non-cancellable operating leases
Within one year 4.1 46
After one year but not more than five years 14 13
More than five years - -
5.5 59

The leases have an average unexpired durabon of 1 5 years (2009 1 4 years)

Finance lease commitments

The Group has finance leases for public service vehicles and vanous iterns of plant and equipment These leases have terms of
renewal but no purchase options and escalation clauses Renewals are at the option of the specific entity that holds the lease

2010 2000

Minimum Present valua Mirnrmum Present value

payments of payments payments of payments

£m £m £m om

Within one year 28.2 27.8 206 179

After one year but not more than five years 831 735 525 4487

More than five years 385 30.3 120 110

Total minimum lease payments 149.8 131.6 851 756

Less future financing charges {18.2) - 2 5) -

Present value of minimum lease payments 131.6 131.6 I6k:] 756
Capital commitments

2010 2009

£m £m

Contracted 3141 171

The Group 15 committed to vehicle purchases and vanous land and builldings improvements

Contingent hiabilities
Bonds and letters of credst

In the ordinary course of business, the Group 1s required to issue counter-indemnities In support of its operations As at

31 December 2010, there were UK Rail performance bonds of £25 8m (2009 £25 8m) and UK Rail season ticket bonds of
£85 0m (2009 £84 4m) The Group has other performance bonds which include the £17 9m (2009 £17 Om) performance
bond in respect of Inter-Caprtal and Regional Rail Limited, performance bonds in respect of businesses in the US of £100 2m
(2009 £76 8m) and the rest of Europe of £25 6m (2009 £25 4m) Letters of credit have been issued to support insurance

retentions of £39 4m (2009 £59 8m)
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36 Related party transactions

Amount of trensactions Amounts due from relatod partes Arnounts due to related parties
2010 2009 2010 2000 2010 2008
£m £m £m £m £m £m
Associates
ICRRL 8.7 86 - - (18.2) (26 9)
Span assocates 16 19 0.8 13 {1.1) {1 5}
Total associates 10.3 105 0.8 13 {19.3) (28 4}
Trade investments
Span trade investments 4.2 35 0.9 11 0.3) Q7
Propenrty transactions
Stock Transportation 05 15 - - - -
Spain 5.0 48 04 04 (0.4) ©3)
Durham School Services 01 04 - - - -
Total other related parties 9.8 102 1.3 15 (0.7) {10
Total 20.1 207 2.1 28 {20.0} (29 4

Amounts due to ICRRL are included In provisions as disclosed in note 26

A provision of £0 4m (20089 £0 6m) has been booked against amounts due from European Coach & Bus associates, which
are presented net

Property transactions

Bnan Stock was appeinted as Chief Executive of the Group’s North Amencan operations in October 2004 Stock
Transportation Limited, a school bus operator in North America, was acquired in July 2002 As part of the Sale and Purchase
Agreement, the Group entered into leases for eight properties at market rents and on standard terms and conditions The rental
payments of £0 5m (2009 £0 4m) are made to Stock Properties Limited and Stock Realty Limited, of which Bnan Stock s a
related party In addition, in 2009 Stock Transportation Limited sold a property for £1 Om to Stock GP Limited, of which Bnan
Stock 1s a related party, and rents this property from Stock Realty Limited for £0 1min 2010 (2009 €0 1m} This transaction
was approved by the Board of National Express Group PLC Bnan Stock ceased to be Chief Executive of the Group's North
Amencan operations on 31 Oscember 2008 but he remained as a consultant to the business dunng 2010

A number of Spain companies have leased properties from companies related to the Cosmen family Jorge Cosmen s a
Non-Executive Director of the Group and was appoeinted as Deputy Chairman in October 2008 These leases were n place
before the Group's acquisition of ALSA and are for appropnate market rates

Compensation of key management personnel of the Group

2010 2009
£m £m
Total compensation pad 1o key management personnel (note 7) 4.7 23

Directors’ interests in employee share plans are disclosed in the Directors’ Remuneration Report
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Notes to the Consolidated Accounts continued

37 Cash flow statement

The net cash inflows from operating actwvities include outflows of £52 6m (2009 £74 3m) from continuing operations which

are related to exceptional costs

(a) Reconciliation of Group profit/(loss) before tax to cash generated from operations

2010 2000
Towl operauons £m tm
Net cash inflow from operating activibes
Profit/loss) before tax from continuing operations 402 (83 5)
{Lossyprofit before tax from discontinued operations (0.5) 73
Net finance costs 46.0 634
Loss on disposal of non-current assets — continuing operaticns - 74
Profit on disposal of non-current assets — discontinued operations - 73
Share of post tax results under the equity method {0.3) 121
Depreciation of property, plant and equipment 998 1080
Amortisation of leasehold property prepayment - 01
Intangtle asset amorsaton 571 6804
Amortisation of fixed asset grants (1.1 20
Loss on disposal of property, plant and equipment 6.6 15
Share-based payments 39 19
(Increasel/decrease n nventones {1.2) 63
(Increase)/decrease N recevables {33.0) 116 3
Increase/{decrease) in payables 20.9 (58 7)
Decrease in provisions — contnumg operabons (124} {(152)
Decrease In provisions — discontinued operations (3.3} -
Cash generated from operations 2221 2180
{b) Analysis of changes in net debt
1 Januaf\; Acqursitons/ Exchange Cther a1 Deoembl::
2010 Cash flow dsposals differences movements 2010
£m £m £m £m £m £m
Cash 583 239 0.1 (0.8) - 815
Overmight deposits 12.0 25.0 - {0.2) - 36.8
Other short term deposits 355 (25.0) - - - 10.5
Cash and cash equivalents 105.8 23.9 0.1 (1.0) - 128.8
Other debt recevables 0.8 {0 1) - - - 0.7
Bonmowings
Bank loans {687.7) 642.6 - 89 {3.6) (39.8)
Bonds - (565.9} - - 0.3 (565.6)
Far value of bond hedging denvatives - - - - {1.1) {1.1}
Finance lease obligations {75.6) 18.7 - 24 {77.1) (131.6)
Other debt payable (1.2 {0.6) - - - {1.8)
Total borrowings (764.5) 948 - 11.3 (81.5) {739.9)
Net debt (657.9) 118.6 0.1 10.3 (81.5) (610.4)

Short term deposits included within iguid resources relate to term deposits repayable within three months

The £76 Om cash outflow (2009 £449 5m} within bank loans, bonds, other debt payable and other debt recevable

compnses £2 Om (2009 £15 1m) of payments for the matunty of foreign currency swaps and £74 Om of net loans repaid

(2009 £434 4m)

Bormowings compnse non-current nterest bearnng loans and borrowings of £674 4m (2008 £506 1m) as disclosed in note 28
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37 Cash flow statement continued
(b} Analysis of changes in net debt continued

Other non-cash movements In net debt represent finance lease additions of £77 1m (2009 £nil) ang £4 4m (2009 £5 6m)

amortisation of loan and bond arangement fees

1 Jamax Acquestions/ Other 31 Decemt:
2009 Cash flow disposals differences movements 2009
&m £ £m om £m £m
Cash 520 95 - {32) - 583
Cvemight deposits 35 87 - 02 - 120
Cther short-term deposits 504 (14 9) - - — 355
Cash and cash eguivalents 1059 33 - 34) - 1058
Cther debt recenvables 09 {0 1) - - - 08
Borrowangs
Loan notes 08 08 - - - -
Bank loans (1,150 8) 448 9 - 198 (5 6) 687 7
Finance lease obligations (1339) 504 - 79 - (75 6)
Other debt payable (11) {01} - - - {12
Total borowings {1,286 6) 5000 - 277 (5 6) (764 5)
Net dabt {1,179 8) 5032 - 24 3 (5 6) (657 9
{c) Reconcihation of net cash flow to movement in net debt
2010 2009
£m £m
Increase In cash and cash equivalents in the year 239 33
Cash inflow from movement in other debt recevables (0.1) 01
Cash outflow from movement in debt and finance leases 948 5000
Change in net debt resulting from cash flows 118.6 5032
Change in net debt resutting from acquisitions and disposals o1 -
Change mn net debt resuting from non-cash moverments (71.2) 187
Movement in net debt m the year 475 5219
Opening net debt (657.9) {1,179 8
Net debt (610.4) (657 9
38 Post balance sheet events
There were no post balance sheet events
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Independent Auditor’s Report
to the Members of National
Express Group PLC

We have audited the parent Company financial statements of National Express Group PLC for the year ended 31 Decermber
2010 which compnse the Parent Company Balance Sheet and the related notes 1 to 20 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, in 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 audntor's report and for no other purpose To the fullest extent permitied 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 cpinions we have formed

Respective responsibilities of Directors and auditor

As explained more fully in the Directors’ Responsibilities Statement set out on page 68, the Directors are responsible for

the preparation of the parent Company financial statements and for being satisfied that they give a true and farr view Qur
responsibility 1s to audit and express an opinion on the parent Company 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 obtaining evidence about the amounts and disclosures it the financial statements sufficient to gve reasonable
assurance that the financial statements are free from matenal migstatement, whether caused by fraud or error This Includes

an assessment of whether the accounting policies are appropnate to the parent Company's circumstances and have been
consistently apphed and adequately disclosed, the reasonableness of significant accounting estimates made by the Directors,
and the overall presentation of the financial statements

Opinion on financial statements
In our opinion the parent Company financial statements

* give a true and far view of the state of the Company’s affarrs as at 31 December 2010,
* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and
» have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matters prescribed by the Companies Act 2006
[N our opiMion

+ the part of the Directors’ Remuneration Report to be audited has been properly prepared in accordance with the
Companies Act 2006, and

« the mformation given in the Directors’ Report for the financial year for which the financial statements are prepared 1s
consistent with the parent Company financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if,
N OuUr opINIcN

* adequate accounting records have not been kept by the parent Company, or returns adequate for our audit hava not been
recerved from branches not wisited by us, or

+ the parent Company financial statements and the part of the Dwrectors’ Remuneration Report to be audited are not in
agreement with the accounting records and returns, or

+ certan disclosures of Directors’ remuneration specified by law are not made, or

* we have not recaived all the Information and explanations we require for our audit

Other matter

We have reported separatsly on the Group financial statements of National Express Group PLC for the year ended
31 December 2010

Alison Baker (Semor statutory auditor)

for and on behalf of Emst & Young LLP, Statutory Auditor
London

24 February 2011
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Company Balance Sheet
At 31 December 2010

2010 2009
Note £m £m
Fixed assets
Tangiie assets - 05
Financial assets — Investments 5 766.0 7430
766 0 7435
Current assets
Debtors 7 1,448 8 15195
Financial assets — Denvatve financial nstruments 4.2 03
Cash at bank and in hand 8 80 113
1,461.0 1,5311
Creditors amounts faling due within one year 9 (985.1) (1,197 7}
Financial labilities — Denvative financial mstruments 5 {10.3) (4 5)
Net current assets 4656 3089
Total assets less current liabilites 1,231.6 1,052 4
Creditors amounts faling due after more than one year 10 (565.6) (445 8
Financial labilities - Denvative finangial instrurments 6 (5.1) {7 4
Prowisions for iabiliies and charges 11 {25.1) (320
Deferred tax liability 12 - 37
Net assets 6358 5635
Shareholders’ equity
Called-up share capital 14 256 256
Share premium account 15 532.7 8332
Capital redermption reserve 15 02 02
Own shares 15 {14 1) (14 8}
Profit and loss account 15 914 191
Shareholders’ equity 635.8 563 5

D Finch Group Chief Executive
J K Maiden Group Finance Director
24 February 2011
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Notes to the Company Accounts

1 Accounting policies
Basis of preparation

The separate accounts of the parent Company are presented as required by the Companies Act 2006 The accounts have
been prepared under the historic cost convention, except for the recognition of denvative financial instruments and avalable
for sale investments detalled below, and in accordance with applicable accounting standards in the United Kingdom

In applying these policies management 1s required to make estimates and assumptions that affect the reported amounts of
assets and liabittes and disclosure of contingent assets and liabilities at the date of the accounts and the reported amounts
of revenue and expenses dunng the reporting penod Actual results could differ from those estimates

No profit and loss account s presented by the Company as permitted by Section 408 of the Companies Act 2006
The retained profit of the Company for the year 1s £70 6m (2009 £87 1m loss)
Leases

Leases of tangible fixed assets where substantially all the nsks and rewards of ownership of the asset have passed to the
Company are classified as finance leases and the assets are capitaised in the balance sheet as plant and equipment Finance
leases are capitalsed at the present value of the minimum lease payments The capital element of future obligations under hire
purchase contracts and finance leases 1s included as a hability in the balance sheet The interest element of rental obligations
Is charged to the profit and loss account over the perod of the lease and represents a constant proportion of the balance of
capital repayments outstanding Assets acquired under finance leases are depreciated over the shorter of the useful life of the
asset and the lease term

Leases of assets where a significant portion of the nsks and rewards of ownership are retained by the lessor are classified as
operating leases Rentals pad under cperating leases are charged to the profit and loss account on a straight-line basis over
the term of the lease Incentves received under operating leases and initial direct costs In negotiating the lease are amortised
to the profit and loss account on a straight-line basis over the term of the lease, or to the first review If shorter

Tangible fixed assets

Tangble fixed assets are stated at historic cost less acocumulated depreciation and any impairment Tangible fixed assets are
depreciated on a straight-line basis over ther estimated useful lives as follows

Plant and equipment - 31toc Syears

The carrying value of fixed assets 1s reviewed for impairment if events or changes in circumstances ndicate that the current
carrying value may not be recoverable, and are wntten down immediately to therr recoverable amount Repairs and
mantenance are charged to the profit and loss account dunng the financial penod n which they are incurred

Investments in subsidianes
Investments are held at fistonc cost less any provision for imparrment
Available for sale iInvestments

Avallable for sale financial assets are non-dervative financial assets that are designated as such, or that are not classified

as a loan or receivable, held to matunty or at farr value through profit or loss After initial recognition these assets are measured
at farr value with gains or losses being recognised as a separate component of equity unt! the mnvestment 1s derecognised

or the investment is determined to be impaired, at which time the previously reported cumulative gain or loss 1s included in

the Income statement

Interest bearing loans and horrowings

Loans and borrowings are initially recognised at the far value of the consideration receved, net of Issue costs After intial
recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost using the effective
Interest method

Hedge accounting is adopted where denvatives such as fixed to floating interest rate swaps are held as far value hedges
aganst fixed interest rate borrowings Under far value hedge accounting, fixed mterest rate borrowings are revalued at each
balance sheet date by the change in farr value attnbutable to the interest rate beng hedged
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1 Accounting policies continued
Provisions

Prowisions are recognised when the Company has a present legal or constructive obligation as a result of past avents, 1t 1s
probable that an outflow of resources will be required to settle the obligation, and a rekable estimate of the amount can be
made Where the Company expects a provision to be reimbursed the reimbursement is recognised as a separate asset but
only when rembursement 1s virtually certamn

Pensions

The Company participates in both the National Express Group multi-employer funded defined benefit scheme and a defined
contnbution scheme The Company I1s unable to identrfy its share of the underlying assets and habiities of the multi-employer
scheme on a consistent and reasonable basis, and therefore has accounted for the scheme as if it were a defined contnbution
scheme under the requirements of FRS 17, ‘Retirement Benefits'

Share-based payment

In accordance with the transition provisions, FRS 20 has been applied to all grants after 7 Novermnber 2002 that were unvested
as of 1 January 2005

The Company awards equity-setiled share-based payment to certan employees Equity-settied share-based payments are
measured at far value at the date of grant by an external valuer using a stochastic model Non-market-based performance-
related vesting conditions are not taken into account when estimating the fair value, nstead those non-market conditions are
taken into account In calculating the current best estimate of the number of shares that will eventually vest and at each balance
sheet date before vesting The cumulative expense 1s calculated based on that estmate Market-based performance condiions
are taken Into account when detsrmining the farr value and at each balance sheet date before vesting, the cumulative expense
1s calculated respective of whether or not the market conditions are satisfied, provided that all other performance conditions
are met

Deferred tax

Deferred tax 1s recogrised in respect of all matenal iming differences that have onginated, but not reversed, by the balance
sheet date Deferred tax 1s measured on a non-discounted basis at tax rates that are expected to apply in the penods in
which the timing dfferences reverse based on tax rates and laws enacted or substantively enacted at the balance sheet date
Deferred tax assets are recognised where it 1s more likely than not that there will be suitable taxable profits from which the
future reversal of underlying timing dfferences can be deducted

Forelgn cumrencies

Foreign currency assets and habiiies are translated into sterling at the rates of exchange ruling at the year end Faoreign
currency transactions ansing dunng the year are translated into Sterling at the rate of exchange ruling on the date of the
transaction Any exchange differences so ansing are dealt with through the profit and loss account

Derivative financial instruments

The Company uses dervative financial nstruments such as foreign currency contracts and interest rate swaps to hedge s nsks
associated with foreign currency and interest rate fluctuations Such denvative financial instruments are intially recognised at far
value and subsequently remeasured to far value for the reported balance sheet The farr value of forward exchange contracts
and interest rate swaps 1s calculated by reference to market exchange rates and interest rates at the penod end

in relation to cash flow hedges which meet the condiions for hedge accounting, the portion of the gain or loss on the hedging
nstrument that 1s determined to be an effective hedge 1s recogrised directly in equity, and the ineffective pertion in the profit
and loss account The gains or losses deferred in equity in this way are recycled through the profit and loss account in the
same penod in which the hedged underiying transaction or firn commitment 1s recogrised in the profit and loss account

For denvatives that do not qualfy for hedge accounting, including the foreign currency contracts, gains or losses are taken
directly to the profit and loss account in the penod

Hedge accounting 1s discontinued when the hedging instrument expires, 1s sold, terminated or exercised, or no longer qualifies
for hedge accounting

The Company has taken advantage of the exemption under FRS 29 for parent company accounts The disclosures are
included within the consolidated accounts
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Notes to the Company Accounts continued

2 Exchange rates
The most significant exchange rates to the pound for the Company are as follows

2010 2010 2009 2009
Closing rate A ge rate Closng rale Average rate
US dollar 1.56 1.55 162 156
Canadian dollar 1.56 1.61 170 178
Euro 147 147 113 112
3 Directors’ emoluments
Detaled information concerning Directors’ emoluments, shareholdings and options 1s shown in the Directors®
Remuneration Report
4 Tangible fixed assets
Ptant and
equpment
£m
Cost
At 1 January 2010 27
Disposals {07
At 31 December 2010 2.0
Depreciation
At 1 January 2010 22
Charge for the year 02
Disposals {04
At 31 December 2010 2.0
Net book value
At 31 December 2010 -
At 31 December 2009 05
Tangible fixed assets held under finance lease agreerments are analysed as follows
2010 2009
£m £m
Plant and equipment
- cost 02 02
- depreciation (0.2) {02

Leased assets and assets under hire purchase contracts are pledged as secunty for the related finance lease and hire

purchase labilittes
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5 Financial assets: investments

Investmentsin  Avallable for sale
subsidianes nvestments Total
£m £m m

Cost or valuation
At 1 January and at 31 December 2010 1,271.9 - 1,271.9
Prowisions
At 1 January 2010 (528 9) - (528.9)
Release 230 - 23.0
At 31 December 2010 {505 9} - (505.9)
Net camying amount
At 31 December 2010 766.0 - 766 0
At 31 December 2009 7430 - 7430

The information provided below 1s given for the Company’s prncipal subsidianes A full hst of subsidiaries and investments will
be annexed to the next Annual Retum to Companies House The principal country of operation in respect of the companies

below s the country in which they are incorporated
National Express Group PLC 1s the beneficial owner of all the equity share capital, ether itself or through subsidiary

undertakings, of the companies, unless indicated otherwise The Group's train passenger services In the UK are operated
through franchises awarded by DfT Rall, as delegated by the UK Government

The following haldings are 100% held diectly by the Company

Incorporated in England and Wales

National Express Holdings Limited

National Express Group Holdings Limnited
Natronal Express Overseas Limited

National Express Trans Limited

Nationat Express Transport Holdings Limited
National Express European Holdings Limited

Holding company for UK Coach operating companies

Holding company for US operating cormpanies

Hoiding company for discontinued Australian business
Holding company for UK Rail operating companies

Holding company for UK Bus and Canadian operating companies
Helding company for Spanish operating companies

Incorporated in Guemsey
National Express Guemsey Limited Insurance captive
Other iInvestments include

Proporton held
Narme Country of registration Class of share %
Inter-Capital and Regional Ral Limited ((CRRL) England and Wales Ordinary shares 400
Prepayment Cards Limited England and Wales Ordinary shares 235
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Notes to the Company Accounts continued

6 Derivatives

2010 2009

£m £m

Interest rate swaps 38 -
Foraign exchange forward contracts 04 03
Financial assets due under one year 42 03
interest rate swaps (5.1) -
Foresgn exchange forward contracts - 7 4)
Financial habilties due over one year (51) {7 4)
Interest rate swaps - (24 2)
Forexgn exchange forward contracts {10.3) 03
Financial habilties due under cne year (10.3) (24 5)

Full details of the Group’s financial nsk management objectives and policies can be found in note 30 of the consolidated
accounts As the holding company for the Group, the Company faces similar nsks over foreign currency and interest
rate movermnents

The Company has taken advantage of the exemption under FRS 29 for parent company accounts The disclosures are
included within the consolidated accounts

7 Debtors
2010 2009
£m £m
Trade debtors 0.2 02
Amounts owed by subsidiary undertakings 1,4151 1,504 2
Corporation tax recoverable 310 125
Deferred tax asset (see note 12) 16 -
Other debtors 03 16
Prepayments and accrued income 06 10
1,448.8 15185
Included within prepayments s £mil (2008 £0 4m} which 1s recoverable after more than one year
8 Cash at bank and in hand
2010 2009
£m £m
Other short-term deposits 6.0 113
Cash at bank 2.0 -
8.0 113

Cash at bank and in hand earns interest at floating rates based on daily bank deposit rates Short-term deposits are made
for varying penods of between one day and three months depending on the iImmediate cash requirements of the Company,
and eamn interest at the respective short-termn deposi rates The far value of cash equals the camying value

9 Creditors: amounts falling due within one year

2010 2009

£m £m

Bank overdraft 152.4 1804
Bark loans 353 2393
Trade creditors 6.8 886
Amounts owed to subsidiary undertakings 7531 7470
Accruals and deferred iIncome 9.9 164
Other creditors 2718 60
985.1 11977

Trade creditors are non-interest beanng and are normally settled on 30 day terms and other creditors are non-interest beanng
and have an average term of six monthsg

140 National Express Group PLC




10 Creditors: amounts falling due after more than one year

2010 2000

£m £m

Bank loans - 4458
Bonds 565.6 -
565.6 4458

11 Provisions for liabilities and charges
Eurostar
Insurance onerous Other

claims' contract! m Total

£m £m £m

At 1 January 2010 5.1 26.9 - 32,0
Charged to profit and loss account 14 - 24 3.8
Utised in the year (1.5) 8.7} (0.5) (10.7)
At 31 December 2010 5.0 182 19 251

' The nsurance clasms provision anses from estmated exposures at the year end, the magonty of whch will be utiised n the next five years and comprise provisions for
exasting clams ansng n the UK and North Amenca

7 Aprovsion was recognised m 2006 for tha Company’s onerous contract for Eurcstar with ICRAL. E8 7m was pad to ICRRL durng the year £9-0m wil be paxdn 2011,
with the remander 1o be settled n 2042

12 Deferred tax

The major components of the prowision for deferred taxation are as follows

2010 2009

£m £m

Accelerated capital allowances 0.3 {0 1}

Other tming differences 0.5 36

Losses camed forward 08 -

Net deferred tax asset/(iability) 18 37
The reconcilation of deferred tax balances i1s as follows

£m

Deferred tax habiity at 1 January 2010 3.7

Credited to profit and loss 53

Deferred tax asset at 31 December 2010 1.6

Timing differences associated with Group investments

No deferred tax (2009 £nil) 1s recognised on the unremitted earmings of subsidianes and associates, as no dwvidends have
been accrued as receivable, and no binding agreement 1o distnbute the past eamings In future has been entered into by
the subsidianes

Unrecognised tax losses

Deferred income tax assets are recognised for tax loss camy-forwards to the extent that the realisation of the related tax benefit
aganst future taxable profits 1s probable Deferred tax assets that the company has not recogrised in the accounts amount to
£4 7m (2009 £nil}, which anse where the company does not expect to generate sufficient suttable future profits A defemred tax
asset of £1 6m has been recognised i respect of deductible temporary differences camed forward in the company as the
Group expects there to be sufficient taxable profits in that junsdiction against which the assets could be utilsed
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Notes to the Company Accounts continued

13 Interest-bearing loans and borrowings

The effective interest rates at the balance sheet date were as follows

2010 2009
fm Maturity Effective interest rate £m Matunty Efiectve mterest rate

Current
Bank overdraft 1524 On Demand LIBOR +1% 1804 On demand BASE + 1 0%
Euro bark loans
unhedged - 2333 2010 EURIBOR + 2 0%
Sterling bank lcans 353 2014 LIBOR +1.45% -
Bank loans 35.3 2393
Total current 187.7 4197
Non-current
7 year Sterling Bond 3450 January 2017 6.54% -
10 Year Stering Bond 220.6 June 2020 6.85% -
Bonds 565.6 -
Sterling bank loans - 4458 June 2011 LIBCR + 1 5%
Bank loans - 4458
Total non-current 565.6 4458

Details of the Company’s interest rate management strategy and interest rate swaps are included in note 30 and note 31 of the

consolidated accounts

14 Called-up share capital

2010 2009
£m £m
At 31 December
Authonsed
800,000,000 (2009 800,000,000) ordinary shares of 5p each’ 40.0 400
Issued called-up and fully pard
511,726,026 (2009 511,726,028) ordinary shares of 5p each 256 256
Number of
Moverment m ordinary shares dunng the year £rm shares

At 1 January 2009
Rights [ssue?

77 154,687,284
179 357,038,742

At 1 January 2010 and 31 December 2010

256 511,726,026

' ALthe Annual General Meeting of tha Cormpany held on 6 May 2009, the authorised share capital of the Comparty was ncmased from £10m to £13m by the creabon
of 50 milion ondinary shares of a normnal valua of 5 pence each At an Extraordinasy General Meatng of the Cornpany held on 27 Novermber 2008 the authonsed share
capital of the Company was mcreased frorm £13m to £40m by the creation of 540 miion ordinary shares of & nommnal value of 5 pence each

2 (On 11 Novermnber 2009, the Company announced a Rights lssue, which was epproved by sharehoiders on 27 Novernber 2009, on the basis of seven new ordinary
shares 1or every three ordinary shares held at 105 pence per share all with 2 nomnal value of 5 pence each  The Company rased proceeds of approximatety £355m

nat of ssue oosts of apprormately £20m

The total number of share options exercised in the year by employees of the Group was 1,301,553 (2008 378,588) of which
nil exercises were satisfied by newly issued shares (2009 nil) and 1,301,553 {2009 378,588) exercises were satisfied by
transfernng shares from the National Express Employee Benefit Trust
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15 Shareholders’ funds and statement of changes in shareholders’ equity

capital premium reserve shares loss account Total

£m £m £m £m £m £m

At 1 January 2010 25.6 533.2 0.2 (14.8) 19.1 563.5
Costs of Rights Issue - (0.5) - - 05
Shares purchased - - - 1.0 - 1.7
Shares utiised - - - 22 2.2 -
Share-based payments - - - - 3.9 39
Profit for the year - - - - 70.6 706
At 31 December 2010 25.6 532.7 02 {14.1} 914 6358

Own shares compnse treasury shares and shares held in the Employee Benefit Trust

Treasury shares include 1,668,688 (2009 1,668,688} ordinary shares in the Company No additional shares have been added
as treasury shares within equrty for future 1ssue under the Group's share schemes or cancellation No shares were cancelled
dunng the year (2009 nil) The market value of these shares at 31 December 2010 was £4 2m (2009 £3 2m)

Own shares include 477 914 (2009 1,176,633} ordinary shares in the Company that have been purchased by the Trustess

of the National Express Employee Benefit Trust (the “Trust”) During the year, the Trust purchased 714,597 (2009 746,489)
shares and 1,301,553 (2009 378,588) shares wers used to satisfy options granted under a number of the Company’s share
schemes The market value of these shares at 31 December 2010 was £1 2m (2009 £2 3m) The dwvidends payable on these
shares have been waived in 2009

Share Share redmcm Oown Hedgng Profit and
capital premuum reserve shares rasarve loss acoount Total
£m £m £m £m £ £m £m

At 1 January 2009 77 1957 02 (152 (119 1218 2083
Shares issued 179 3367 - - - - 3546
Shares purchased - - - (18) - - (18
Shares sold - - - 13 - 10 03
Reclam VAT on histonc
share 1ssue costs - 08 - - - - 08
Shares uthsed - - - 11 - (11 -
Share-based payments - - - - - 19 19
Tax on share-based
payments credited to
resenves - - - - - 02 02
Hedge movements - - - - 119 - 119
Drvdends - - - - - {152) (15 2)
Loss for the year - - - - - {87 1) 87 1)
At 31 December 2009 256 5332 02 (14 6) - 181 5635

16 Retirement benefits

The Company participates in both the National Express Group Staff Pension Fund (a multi-employer funded defined benefit
scheme) and the WM Penston Scheme (a defined contnbution scheme} The Company 1s unable to wdentify its share of the
underiying asssts and habiies of the mulh-employer scheme on a consistent and reasonable basis, and therefore has
accounted for the scheme as if it were a defined contnbution scheme under the requirements of FRS 17, ‘Retirement Benefits'
Contnbutions to this scheme are determined by independent professionally qualified actuanes The details of the latest actuanal
valuation are detaled in note 34 to the consolidated accounts

The penston charge for the year amounted to £3 5m (2009 £3 1m}
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Notes to the Company Accounts continued

17 Share-based payment

Dunng the year ended 31 December 2010, the Company had the following share-based payment amangements, which are
descnbed in note 7(b) to the consolidated accounts

For the following disclosure, share options with a nil exercise price have been disclosed separately to avoid distorting the
weighted average exercise prices The number of share options in existence dunng the year was as follows

2010 2009
Weighted Waighted
Number average Mumber average
ofshare  exerclse price of share examise pnee?
options o2 options’ 2]
Options without a nit exercise pnce
At 1 January 30,759 376 35,299 381
Granted dunng the year - - - -
Lapsed dunng the year {1,600) 479 {4,540) 420
Group transfers dunng the year - - - -
Exercised dunng the year {2,435) 210 - -
Qutstanding at 31 December’ 26,724 386 30,759 376
Exercisable at 31 December 20,045 357 22,480 338
Ogptions with a ni exercise pnce
At 1 January 1,897,258 il 812,210 il
Granted dunng the year 1,651,323 nil 1,495,767 nil
Lapsed dunng the year {105,321) nil {280,186) nil
Group transfers dunng the year - nil - nil
Exercised dunng the year {327,295) nil (130,533) nil
OQutstanding at 31 December 3,115,965 il 1,897,258 nil
xercisable at 31 December - -
Total outstanding at 31 December 3,142,689 1,828,017
Total exercisable at 31 December 20,045 22,480

' Incuded withn this balance am oplions over 5,774 (2008 5,774) shares for which no expense has been recogrsed i aocordance with the transional provisions of
FRS 20, as the opbons were granted before 7 Novermber 2002 Although there has been subsequent modiicaton to the opbons, no FRS 20 charge has been recogrsed
as the amounts are not matenal

2 Movament n aiocations pror to 11 November 2009 and the comesponding weighted average exercise pnce have been adjustad to reflect the bonus glement of the
Rughts Issue Detals of the Rights Issue are prowded in note 32 of the consolidated accounts

The options outstanding at 31 December 2010 had exercise prices that were between 207 pence and 568 pence {2009

between 207 pence and 479 pence) excluding options with a nil exercise pnce The range of exercise pnces for options was

as follows

Exercise pnca (p) 2010 2009
0-300 6,142 6,142
300-800 20,582 24,617

26,724 30,759

The options have a weighted average contractual ife of one year (2009 cone year} Options were exercised throughout the year
and the weighted average share pnce at exercise was 232 pence (2009 341 pence)
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17 Share-based payment continued

The weighted average far value of the remaning share options granted dunng the year was calculated using a stochastic
maodel, with the following assumptions and inputs

Share options with nll exercisa pnoce

2010 2009

Risk free interest rate 1.8%-3.0% 20%
Expected volatlity 52.7% 48 4%
Peer group volatitty 49.6%~-50.8% 49 9%
Expected option Ife In years J years 3 years
Expected dmdend yeld 0% 27%
Weghted average share pnice at grant date 229p 9p-210p
Weghted average exercise pnce at grant date Nil nil
Weighted average farr value of options at grant date 202p 9p-194p

Expenence to date has shown that approximately 15% {2009 15%} of options are exercised early, pnncipally due to leavers
This has been incorporated into the calculation of the expected option life for the share options without nil exercise pnce

Expected volatilty in the table above was determined from histonc volatility over the last nine years, adjusted for one-off
events that were not considered to be reflective of the volatiity of the share pnice going forward The expected dwdend
yield represents the dvidends declared in the 12 months preceding the date of the grant dmded by the average share price
n the month preceding the date of the grant

For share options granted during the year under the LTIP, the TSR targets have been reflected in the calculation of the fair value
of the options above
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Notes to the Company Accounts continued

18 Commitments and contingencies
Operating lease commitments

The Company has entered into operating leases on cerlain properties Annual commitments under non-cancellable operating
leases are as follows

Land and buidings
2010 2009
£m £m

Operating leases which expire
Within one year 0.1 02
Within two to five years 0.3 05

Contingent liabilies

(a) Guarantees

The Company has guaranteed credit faciities totalling £129m (2009 £56 6m) of certan subsichanes
(b) Bonds and letters of credit

In the ordinary course of business, the Group 1s required to 1ssue counter-indemnities In support of its operations As at

31 December 2010, there were UK Rall performance bonds of £25 8m (2009 £25 8m) and UK Rall season ticket bonds of
£850m (2009 £84 4m) The Greup has other performance bonds which include the £17 9m (2009 £17 Om) performance
bond in respect of Inter-Capital and Regional Rail Limited, performance bonds i respect of businesses in the US of £100 2m
{2009 £76 8m) and the rest of Europe of £25 8m (2009 £25 4m) Letters of credit have been issued to support nsurance
retentions of £39 4m (2009 £59 8m)

19 Related party transactions

The Company has taken advantage of the exemption in paragraph 3c of FRS 8, ‘Related party disclosures’ from disclosing
transactions with wholly owned subsidianes

20 Post balance sheet events

There were no post balance sheet events

148 National Express Group PLC




Shareholder
information

Shareholder electronic communications
By registenng for electronic communications you can help us to reduce print, paper and postage costs Log on to
www shareview co uk if you would ke to

* register your e-mail so that you are able to access future shareholder information, including the annual report and accounts,
electronically,

check the balance of your shareholding,

= set up a dwvidend mandate onine,

* change your registered postal address or your dvidend mandate details, or
+ submit your vote online pnor {0 a general meeting

To sign up for the first time: you should click on ‘Regster’ and follow the smple instructions — you will need your shareholder reference
number from your share certificate or dmdend voucher or any cther comespondence sent to you by Equinth Limited

Dividends paid direct to your bank account
Having dmidends paid direct to your bank account has the following advantages

* avolds the nsk of cheques being lost and Incumng a replacement fee,

* saves you tme in presenting the cheque for payment, and
» the dvidend is credited to your account on the payment date

The tax voucher I1s sent to your registered address at the same time as the dividend 1s credited to your account To set up a new
dmdend mandate please log on 10 www shareview co uk or contact the Regstrar, Equinitt Limited, Aspect House, Spencer Road,
Lancing, West Sussex BN99 6DA Shareholder helpline number 0871 384 2152* or +44 121 415 7047 from overseas

Calls to this number cost Bp per minute from a BT landiine other prowiders' costs may vary Lines open 8 30am to 5 30pm Monday to Fnday

Share dealing service
A telephone and internet share dealing service, which provides a smple way to buy and sell shares, 15 available through our
Registrar, Equiniti For further information log on to www shareview co uk/dealing or telephone 0845 603 7037" or +44 121 415 7560
from overseas

Calls to thus number ara charged by BT at the local rate
Company website
The company website at www nationalexpressgroup com has informaton about the Group, including press releases, share pnce
data and copies of the half year and annual report and accounts as well as corporate responsibility reporting The company no longer
pubhshes the half year results in hard copy These will now only be avalable via the website

ShareGift

ShareGift 1s an independent chanty share donation scheme administered by the Orr Mackintosh Foundation fregistered chanty number
1052688) Those shareholders who hold only a small number of shares, the value of which makes it uneconomic to sell thern, can
donate the shares to ShareGift who will sell them and donate the proceeds to a wide range of chanties Further nformation about
ShareGift can be obtained from its website at www sharegift org and a ShareGt transfer form can be downloaded from

www nationalexpressgroup com

Unclaimed assets register

The Company participates in the Unclaimed Assets Register (“UAR”) which provides a search facity for shareholdings and other
financial assets that may have been forgotten For further information contact UAR, PO Box 9501, Nottingham NG80 1WD

Tel 0870 241 1713 or visit www uar co uk
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Dividends and
financial calendar

Final dvidend ex dividend date
Final dwvidend record date
Annual General Meeting

Final dividend payment date

Half year resufts announced
Intenm didend ex dwvidend date
Intenm dvidend record date
Intenm dividend payment date
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20 Apnl 2011

26 Apnl 2011

10 May 2011

13 May 2011

28 July 2011

7 September 2011
9 September 2011
23 September 2011



Corporate information

Secretary and registered office
A J McDonald

National Express Group PLC
Bimungham Coach Station

Wil Lane, Birmingham BS 60D

Tel +44 (08450 130130

Fax +44 (0)121 666 6498

www nationalexpressgroup com

Registered number
2590560

Audrtor

Emst & Young LLP
1 More London Place
London

SE1 2AF

Registrar
Equinth Limited
Aspect House
Spencer Road
Lancing

West Sussex
BN93 6DA

Shareholder helpline 0871 384 2152*
or +44 121 415 7047 from overseas

= Calls to this number cost 8p per minute from a BT landine, other telephone
providers’ costs may vary Linas open 8 3Car to 5 30pm, Monday to Fnday

Principal banker
HSBC Bank plc
Canada Square
Londen

E14 SHO

Corporate solicitors
Ashurst LLP
Broadwalk House

5 Appold Street
London

EC2A 2HA

Financial advisors

Memil Lynch international
2 ¥ng Eciward Street
London

EC1A 1HQ

Stockbrokers

Memll Lynch International
2 King Edward Street
London

EC1A 1HQ

Morgan Stanley
25 Cabol Square
Canary Wharf
London

E14 4QA
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Glossary

Code
Combined Code
CPI

CR

The Company
DfT

EBT

EBIT

EBITDA

EPS

ETR

EU

EURIBOR
Geanng ratio

The Group
IAS

IFRIC

IFRS

KPI

LCR
LIBOR
Lmp

NAPF

Net caprtal expendrture

Net debt

Net interest expense

NXEA
NXEC

The UK Corporate Govemance Code published by the Financial Reporting Counail in July 2010

The Combined Code on Corporate Governance published by the Financial Reporting Counci in 2008
Consumer Pnce Index

Corporate Responsibility

National Express Group PLC

Department for Transport

Empioyee Benefit Trust

Eamings Before Interest and Tax

15 ‘Earnings Before Interest and Tax plus Depreciation and Amortisation' It 1s calculated by taking
normalised operating profit and adding depreciation, fixed asset grant amortisation, normalised profit
on disposal of non-cument assels and share-based payments

Eamings Per Share — the profit for the year attnbutable to shareholders, dmded by the weighted average
number of shares In 1ssue, excluding those held by the Employee Benefit Trust and shares held In
treasury which are treated as cancelled

Effective tax rate
Buropean Union
Euro Interbank Offered Rate

For debt financing purposes is calculated as net debt, adjusted to reflect ary cash which Is restriicted
N use, divided by EBITDA

The Company and its subsidianes

intermational Accounting Standards

international Financial Reporting Interpretations Com mittee
international Financial Reporting Standards

Key Performnance Indicator

London and Continental Railway Ltd

tondon Interbank Otfered Rate

Long Term Incentrve Plan

National Association of Pension Funds

i1s the increase m net debt ansing on the purchase of property, plant and equipment and intangible
assets less proceeds from disposals of property, plant and equipment it excludes capiat expenditure
ansmg from UK rail franchise entry and exats and discontinued operations, which are mcluded in

these headings Growth capital expenditure is calculated as mvestment in fleet for new contracts

and concessions, after deductng fleet released from contracts and concessions lost and fleet re-used
In new contracts and concessions

1 defined as cash and cash equivalents (cash overmight deposits, other short-term deposits), and other
debt recervables, offset by borrowings (loan notes, bank loans and finance lease obhgations) and other
debt payable

15 finance costs less finance Income

National Express East Angha

Natonal Express East Coast
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Normalised diluted
earnings per share

Normalised operating
profit

Normalised results

Operating cash flow

RCF

Return on capital
employed
Return on Equity

RPS

RREV

SPAD

T

Underlying revenue

TOC
TSR

UK GAAP
uLsD

Eamings per share, excluding the profit or loss on sale of businesses, exceptonal profit or loss

on the disposal of non current assets, Intangible asset amortisation, exceptional items and tax

relief on qualfying exceptional tems

are the statutory results excluding profit or loss on the sale of businesses, exceptonal profit or loss on
sale of non-curent assets, ntangible asset amortsation, exceptional tems and tax relief thereon, for
continuing operations The Board believes that the normalised operating profit gives a better ndicabon
of the underlying performance of the Group

are defined as the statutory resutts before the following, as appropnate profit or loss on the sale

of businesses, exceptonal profit or loss on the disposal of non-current assets, INtangble asset
amortisation, exceptional tems and tax relef on qualifying exceptional tems

1s Intended 1o be the cash fiow equivalent to nomatised operating profit Operating cash flow s
normahsed operating profit plus depreciahon, movements in working capital and proceeds from
disposals of property, plant and equipment, less finance lease addons, purchase of property plant
and eguipment and purchase of intangible assets

Revohang Credit Facility

is normalised operating profit dvded by the sum of net assets and net debt.

1s normakised profit after tax less the post-tax amortisation of intangible assets dvided by
Shareholders Equity

Railway Pension Scheme

Research Recommendation and Blectronic Voting - a corporate govemance advisory service
Signal Passed at Danger

Transport for London

compares the current year with the pnor year on a consistent basis, after adjusting for the mpact
of currency, acquistions, disposals and ratl franchises no longer operated

Tramn Operating Company

Total Shareholder Return - the growth in value of a shareholding over a specified penod assuming
that dmvdends are renvested to purchase additional shares

UK Generally Accepted Accountng Pnnciples
Uttra low sulphur diesel
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Cautionary statement

This Business Review 1s intended to focus on matters which are
relevant to the interests of shareholders of the Compary The
purpose of this review 1S to assist shareholders In assessing the
strategies adopted and performance delivered by the Company
and the potential for those strategies to succeed it should not be
relied on by any other party or for any other purpose

Forward looking staternents are made in good faith, based on
a number of assumptions concemmyg future events and
information avallable to Directors at the tme of their approval

of this report These forward locking statements should be
treated with caution due to the inherent uncertanties undertying
any such forward looking information The user of these accounts
should not rely unduly on these forward looking statements,
which are not a guarantee of performance and which are
subject to a number of uncertanbes and other facts, many

of which are outside the Company’s control and could cause
actual events to differ matenally from those in these statements
No guarantee can be given of future results, lavels of actmty,
performance or achievements

This Annual Report and Accounts 1s panted on Revive Pure White

Sitk and Uncoated, 100% recycled papers with FSC certfication The
composttion of the paper s 85% de-inked post-consumer waste and
15% unpnnted pre-consumer waste All pulps used are Elemental
Chionne Free (ECF} and the manufactuning mill 15 accredrted with the
ISO 14001 standard for emvironmental management. If you have firushed
reading this report and ne longer wish to retain t, please pass ton to
other interested readers or dispose of it in your recycled paper waste

Thank you

Designed by tuminous co uk
Photography by Janie Arey

Prrt managed by Urban Life Support
Pnntad by Park Communications
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Five year summary

IFRS IFRS IFRS IFRS IFRS

2010 2009 2008 2007 2006
Year encded 31 December £m £m fm £m £rn
Revenue 2,125.9 27111 2,767 0 26123 25255
Nomahsad” operatng profit 204.2 1598 2539 2104 184 8
Group operating (Joss)/profit 85.9 {0 6) 1678 1617 14186
Profit/floss) before tax 402 {83 5) 1009 1493 104 1
Statistics
Basic eamings/{loss) per sharg! 12.0 {17 6p) 40 4p 35 9p 26 3p
Nomalised™ diuted earmings per share’ 235 304p 48 6p 43 6p 38 7p
Divdends per share - - 2272p 37 86p 34 75p
Net (debt)funds
Cash at bank and in hand 128.8 1058 1059 157 2 1436
Other debt receivable 0.7 08 09 - -
L oan notes - - 08 ©8 {08}
Bonds (565.6) - - - -
Bank and other loans (39.8) {887 7) {1,150 8} {947 4) {478 1)
Far value of bond hedging denvatives (1.1) - - - -
Bank overdrafts - - - - -
Finance lease cbligations (131.8) {75 6) (1339 (119 8) (103 1)
Other debt payable (1.8) (12) {11) - -
Net debt {610.4) (657 9) (1,179 8) (810 8) (438 4)
Net assats 939.8 BA2 3 585 4 4370 3455
Capital employed 1,550.2 1,500 2 1,7652 1,347 8 7839
Retum on capital {pre-tax)** 132% 10 7% 14 4% 15 6% 23 6%
Retum on equity
Normalised* profit for the year 1213 932 1446 1289 1169
Intangible amortsation {post tax) {40.0) {40 6) (39 5) {22 1) {19 6)
Post-tax retum (before exceptional iterms and
discontinued operations) 81.3 526 1051 106 8 973
Total equity 939.8 842 3 5854 4370 3455
Retum on equity (before exceptional tems and
discontinued operations, post-tax) B.7% 62% 18 0% 24 4% 282%

Normalised resutts are defined as the statutory results before the following as appropnate profit or loss on sale of businesses  exceptional profit or loss on sale
of non-current assets, INtangible amortisation, property plant and equpment Impaiments, exceptiona tems and tax refief on gualifung exceptional items

Norrraiised oparatng profit/capial emngloved

' Pnor year earmngs per share figures have been restated for the effect of the 2009 Rights Issue
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National Express House

Mill Lane

Digbeth

Birmingham BS 60D

Tel +44 (0) 8450 130130
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