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37 Related party transactions (continued)

Property transactions

Brian Stock was appointed as Chief Executive of the Group’s North American 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 £0.3m (2007: £0.3m) are made
to Stock Properties Limited and Stock Realty Limited, of which Brian Stock is a related party.

A number of Spain companies have leased properties from companies related to the Cosmen family. Jorge Cosmen is a Non Executive
Director of the Group and was appointed as Deputy Chairman in October 2008. These leases were in place before the Group’s acquisition
of Alsa and are for appropriate market rates.

Compensation of key management personnel of the Group

2008 2007
£m £m
Total compensation paid to key management personnel (note 7) 3.4 3.9

Directors’ interests in employee share plans are disclosed in the Directors’ Remuneration Report.

38 Cash flow statement

The net cash inflows from operating activities include outflows of £27.6m (2007: £11.3m) from continuing operations which are related
to exceptional costs.

(a) Reconciliation of Group profit before tax to cash generated from operations

2008 2007
Total Operations £m £m
Net cash inflow from operating activities
Profit before tax from continuing operations 109.9 149.3
Loss before tax from discontinued operations (12.8) 4.8)
Net finance costs 63.0 29.0
Profit on disposal of non-current assets (5.1) (16.2)
Share of post tax results under the equity method - 0.4)
Depreciation of property, plant and equipment — continuing operations 96.0 79.6
Depreciation of property, plant and equipment — discontinued operations 0.3 -
Amortisation of leasehold property prepayment 0.1 0.1
Goodwill impairment 0.7 -
Intangible asset amortisation 55.2 32.9
Amortisation of fixed asset grants (1.8) (1.3
Profit on disposal of non-current assets (in operating profit) (2.0) 4.9
Share-based payments — continuing operations 4.3 3.1
Share-based payments — discontinued operations 0.1 0.1
Increase in inventories (1.0) 2.1)
(Increase)/decrease in receivables (0.2) 17.7
(Decrease)/increase in payables (69.4) 5.9
Decrease in provisions (19.1) (16.5)
Cash generated from operations 218.2 2721
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38 Cash flow statement (continued)
(b) Analysis of changes in net debt

Net debt at 31 December 2008 comprises cash and cash equivalents of £105.9m (2007: £157.2m) as disclosed in note 23, other debt
receivables of £0.9m (2007: £nil), current interest-bearing loans and borrowings of £71.6m (2007: £415.7m) and non-current interest-
bearing loans and borrowings of £1,215.0m (2007: £652.3m) as disclosed in note 28.

1 Janua/:\; Acquisitions/ Exchange Other 31 Decemb::
2008 Cash flow disposals differences movements 2008
£m £m £m £m £m £m
Cash 68.0 (24.2) - 8.2 - 52.0
Overnight deposits 14.6 (11.9 - 0.8 - 3.5
Other short term deposits 74.6 (24.2) - - 50.4
Cash and cash equivalents 157.2 (60.3) - 9.0 - 105.9
Other debt receivables - 0.9 - - - 0.9
Borrowings:
Loan notes 0.8 - - - - (0.8)
Bank loans (947.4) 19.0 - (220.8) (1.6 (1,150.8)
Finance lease obligations (119.8) 32.8 (6.1) (26.0) (15.8) (133.9)
Other debt payable - 0.9 - 0.2) - (1.1)
Total borrowings (1,068.0) 50.9 6.1) (247.0) (17.4) (1,286.6)
Net debt (910.8) (8.5) (6.1) (238.0) (17.4) (1,179.8)

Short term deposits included within liquid resources relate to term deposits repayable within three months. Changes in cash and cash

equivalents arising from acquisitions and disposals in the year are disclosed separately on the face of the cash flow statement.

The £19.0m cash outflow (2007: £424.9m inflow) within bank loans comprises of £33.0m (2007: £nil) of payments for the maturity of
foreign currency swaps and £14.0m of net loans advanced (2007: £424.9m) to the Group.

Other non-cash movements in net debt represent finance lease additions of £15.8m (2007: £0.2m) and £1.6m (2007: £0.9m) amortisation

of loan arrangement fees.

1 Januaé\; Acquisitions/ Exchange Other 31 Decembélt'
2007 Cash flow disposals differences movements 2007*

£m £m £m £m £m £m

Cash 43.7 22.4 - 1.9 - 68.0
Overnight deposits 21.6 (7.0) - - - 14.6
Other short term deposits 78.3 4.9 - 1.2 - 74.6
Cash and cash equivalents 143.6 10.5 - 3.1 - 157.2

Borrowings:

LLoan notes 0.8) - - 0.8)
Bank loans 478.1) (424.9) 141 (567. 6) 0.9 (947.4)
Finance lease obligations (103.1) 26.3 (41.9) 0.9 0.2) (119.8)
Total borrowings (682.0) (398.6) (27.8) (58.5) (1.1) (1,068.0)
Net debt (438.4) (388.1) (27.8) (65.4) (1.1) (910.8)

*The 2007 balances for bank loans and finance leases have been restated with a reclassification of £18.5m from bank loans to finance leases.
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38 Cash flow statement (continued)

(c) Reconciliation of net cash flow to movement in net debt
2008 2007
£m £m
(Decrease)/increase in cash and cash equivalents in the year (60.3) 10.5
Cash outflow from movement in other debt receivables 0.9 -
Cash outflow/(inflow) from movement in debt and finance leases 50.9 (398.6)
Change in net debt resulting from cash flows (8.5) (388.1)
Change in net debt resulting from acquisitions and disposals (5.1) (27.8)
Change in net debt resulting from non-cash movements (255.4) (56.5)
Movement in net debt in the year (269.0) 472.4)
Opening net debt (910.8) (438.4)
Net debt (1,179.8) (910.8)

39 Post balance sheet events

On 24 October 2008, the Group announced that it planned to exit the Dot2Dot business. On 9 January 2009, the Group completed the
sale of the Dot2Dot business and it has been classified as a discontinued operation for the year ended 31 December 2008. Further details

are contained in note 11.
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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 December 2008 which
comprise the Company Balance Sheet and the related notes 1 to 19. These parent company financial statements have been prepared
under the accounting policies set out therein. We have also audited the information in the Directors’ Remuneration Report that is described
as having been audited.

We have reported separately on the Group financial statements of National Express Group PLC for the year ended 31 December 2008.

This report is made solely to the Company’s members, as a body, in accordance with Section 235 of the Companies Act 1985. Our audit
work has been undertaken so that we might state to the Company’s members those matters we are required to state to them in an
auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone
other than the Company and the Company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of Directors and auditors

The Directors’ responsibilities for preparing the Annual Report, the Directors’ Remuneration Report and the parent company financial
statements in accordance with applicable United Kingdom law and Accounting Standards (United Kingdom Generally Accepted
Accounting Practice) are set out in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the parent company financial statements and the part of the Directors’ Remuneration Report to be audited
in accordance with relevant legal and regulatory requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the parent company financial statements give a true and fair view and whether the parent
company financial statements and the part of the Directors’ Remuneration Report to be audited have been properly prepared in
accordance with the Companies Act 1985. We also report to you whether in our opinion the information given in the parent company
Directors’ Report is consistent with the financial statements. The information given in the Directors’ Report includes the specific information
presented in the Operating and Financial Review that is cross referred from the Business Review section of the directors’ report.

In addition we report to you if, in our opinion, the Company has not kept proper accounting records, if we have not received all the
information and explanations we require for our audit, or if information specified by law regarding directors’ remuneration and other
transactions is not disclosed.

We read other information contained in the Annual Report and consider whether it is consistent with the audited parent company financial
statements. The other information comprises only the Chairman’s Statement, the Operating and Financial Review, the Corporate
Governance Report, the unaudited part of the Directors’ Remuneration Report and the Directors’ Report. We consider the implications for
our report if we become aware of any apparent misstatements or material inconsistencies with the parent company financial statements.
Our responsibilities do not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the parent company financial
statements and the part of the Directors’ Remuneration Report to be audited. It also includes an assessment of the significant estimates
and judgements made by the directors in the preparation of the parent company financial statements, and of whether the accounting
policies are appropriate to the company’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to
provide us with sufficient evidence to give reasonable assurance that the parent company financial statements and the part of the
Directors’ Remuneration Report to be audited are free from material misstatement, whether caused by fraud or other irregularity or error.

In forming our opinion we also evaluated the overall adequacy of the presentation of information in the parent company financial statements
and the part of the Directors’ Remuneration Report to be audited.

Opinion
In our opinion:

e the parent company financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted Accounting
Practice, of the state of the company’s affairs as at 31 December 2008;

¢ the parent company financial statements and the part of the Directors’ Remuneration Report to be audited have been properly prepared
in accordance with the Companies Act 1985; and

e the information given in the Directors’ Report is consistent with the parent company financial statements.

Ernst & Young LLP
Registered Auditor
London

26 February 2009
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2008 2007
Note £m £m
Fixed assets
Tangible assets 4 1.2 0.9
Financial assets — Investments 5 873.0 873.0
874.2 873.9
Current assets
Debtors 7 1,631.3 1,385.0
Financial assets — Derivative financial instruments 6 3.0 3.2
Cash at bank and in hand 8 3.0 1.1
1,637.3 1,399.3
Creditors: amounts falling due within one year 9 (1,009.3) (1,245.0)
Financial liabilities — Derivative financial instruments 6 (27.3) (17.7)
Current tax liabilities (5.7) -
Net current assets 595.0 136.6
Total assets less current liabilities 1,469.3 1,010.5
Creditors: amounts falling due after more than one year 10 (1,114.9) (548.6)
Financial liabilities — Derivative financial instruments 6 (31.1) (5.4)
Provisions for liabilities and charges 11 (24.9) (31.1)
Net assets 298.3 425.4
Shareholders’ equity
Called-up share capital 14 7.7 7.7
Share premium account 15 195.7 195.3
Capital redemption reserve 15 0.2 0.2
Own shares 15 (15.2) (16.3)
Hedging reserve 15 (11.9) (3.0
Profit and loss account 15 121.8 241.5
Shareholders’ equity 298.3 425.4

S R Bowker CBE Group Chief Executive
J K Maiden Group Finance Director
26 February 2009
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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 1985. The accounts have been prepared
under the historic cost convention, except for the recognition of derivative financial instruments and available for sale investments detailed
below, and in accordance with applicable accounting standards in the United Kingdom.

In applying these policies management is required to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the accounts and the reported amounts of revenue and expenses
during the reporting period. Actual results could differ from those estimates.

No profit and loss account is presented by the Company as permitted by Section 230 of the Companies Act 1985.
The retained loss of the Company for the year is £569.0m (2007: £45.8m).

Changes in accounting policies
The accounting policies adopted are consistent with those of the previous financial year except for the following:

The Group adopted UITF 44 “FRS 20 — Group and Treasury Share Transactions” as of 1 January 2008. This abstract requires
arrangements whereby an employee is granted rights to an entity’s equity instruments to be accounted for as an equity-settled scheme,
even if the entity buys the instruments from another party, or the shareholders provide the equity instruments needed. There was no impact
on the financial performance or position of the Company.

Leases

Leases of tangible fixed assets where substantially all the risks and rewards of ownership of the asset have passed to the Company, are
classified as finance leases and the assets are capitalised in the balance sheet as plant and equipment. Finance leases are capitalised at
the present value of the minimum lease payments. The capital element of future obligations under hire purchase contracts and finance
leases is included as a liability in the balance sheet. The interest element of rental obligations is charged to the profit and loss account over
the period 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 risks and rewards of ownership are retained by the lessor are classified as operating
leases. Rentals paid under operating leases are charged to the profit and loss account on a straight-line basis over the term of the lease.
Incentives 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
Tangible fixed assets are stated at historic cost less accumulated depreciation and any impairment. Tangible fixed assets are depreciated
on a straight-line basis over their estimated useful lives as follows:

Plant and equipment -3 tob5years

The carrying value of fixed assets is reviewed for impairment if events or changes in circumstances indicate that the current carrying value
may not be recoverable, and are written down immediately to their recoverable amount. Repairs and maintenance are charged to the profit
and loss account during the financial period in which they are incurred.

Investments in subsidiaries
Investments are held at historic cost less any provision for impairment.

Available for sale investments

Available for sale financial assets are non-derivative financial assets that are designated as such, or that are not classified as a loan or
receivable, held to maturity or at fair value through profit or loss. After initial recognition these assets are measured at fair value with gains
or losses being recognised as a separate component of equity until the investment is derecognised or the investment is determined to be
impaired, at which time the previously reported cumulative gain or loss is included in the income statement.

Interest bearing loans and borrowings
Loans and borrowings are initially recognised at the fair value of the consideration received, net of issue costs. After initial recognition,
interest-bearing loans and borrowings are subsequently measured at amortised cost using the effective interest method.

Hedge accounting is adopted where derivatives such as fixed to floating interest rate swaps are held as fair value hedges against fixed
interest rate borrowings. Under fair value hedge accounting, fixed interest rate borrowings are revalued at each balance sheet date by the
change in fair value attributable to the interest rate being hedged.

Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a result of past events, it is probable
that an outflow of resources will be required to settle the obligation, and a reliable estimate of the amount can be made. Where the
Company expects a provision to be reimbursed the reimbursement is recognised as a separate asset but only when reimbursement
is virtually certain.
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1 Accounting policies (continued)

Pensions

The Company participates in both the National Express Group multi-employer funded defined benefit scheme and a defined contribution
scheme. The Company is unable to identify its share of the underlying assets and liabilities of the multi-employer scheme on a consistent
and reasonable basis, and therefore has accounted for the scheme as if it were a defined contribution 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 November 2002 that were unvested as of
1 January 2005.

The Company awards equity-settled share-based payment to certain employees. Equity-settled share-based payments are measured at
fair 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; instead 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 is
calculated based on that estimate. Market-based performance conditions are taken into account when determining the fair value and at
each balance sheet date before vesting, the cumulative expense is calculated irrespective of whether or not the market conditions are
satisfied, provided that all other performance conditions are met.

Deferred tax

Deferred tax is recognised in respect of all material timing differences that have originated, but not reversed, by the balance sheet date.
Deferred tax is measured on a non-discounted basis at tax rates that are expected to apply in the periods in which the timing differences
reverse based on tax rates and laws enacted or substantively enacted at the balance sheet date. Deferred tax assets are recognised where
their recovery is considered more likely than not that there will be suitable taxable profits from which the future reversal of underlying timing
differences can be deducted.

Foreign currencies

Foreign currency assets and liabilities are translated into sterling at the rates of exchange ruling at the year end. Foreign currency
transactions arising during the year are translated into sterling at the rate of exchange ruling on the date of the transaction. Any exchange
differences so arising are dealt with through the profit and loss account.

Derivative financial instruments

The Company uses derivative financial instruments such as foreign currency contracts and interest rate swaps to hedge its risks
associated with foreign currency and interest rate fluctuations. Such derivative financial instruments are initially recognised at fair value
and subsequently remeasured to fair value for the reported balance sheet. The fair value of forward exchange contracts and interest
rate swaps is calculated by reference to market exchange rates and interest rates at the period end.

In relation to cash flow hedges which meet the conditions for hedge accounting, the portion of the gain or loss on the hedging instrument
that is determined to be an effective hedge is recognised directly in equity, and the ineffective portion 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 period in which the hedged
underlying transaction or firm commitment is recognised in the profit and loss account.

For derivatives that do not qualify for hedge accounting, including the foreign currency contracts, gains or losses are taken directly to the
profit and loss account in the period.

Hedge accounting is discontinued when the hedging instrument expires, is 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
Group accounts.

2 Exchange rates
The most significant exchange rates to the pound for the Company are as follows:

2008 2008 2007 2007

Closing rate Average rate Closing rate Average rate

US dollar 1.46 1.85 1.98 2.00
Canadian dollar 1.78 1.96 1.98 2.15
Euro 1.05 1.26 1.36 1.46

3 Directors’ emoluments
Detailed information concerning Directors’ emoluments, shareholdings and options is shown in the Directors’” Remuneration Report.
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4 Tangible fixed assets

Plant and
equipment
£m
Cost:
At 1 January 2008 3.1
Additions 0.6
Disposals 0.5
At 31 December 2008 3.2
Depreciation:
At 1 January 2008 2.2
Charge for the year 0.2
Disposals 0.4
At 31 December 2008 2.0
Net book value:
At 31 December 2008 1.2
At 31 December 2007 0.9
Tangible fixed assets held under finance lease agreements are analysed as follows:
2008 2007
£m £m
Plant and equipment
— cost 0.2 0.2
— depreciation (0.2) 0.2)

Leased assets and assets under hire purchase contracts are pledged as security for the related finance lease and hire purchase liabilities.

5 Financial assets: Investments

Investments in  Available for sale

subsidiaries investments Total
£m £m £m

Cost or valuation:
At 1 January 2008 and at 31 December 2008 1,271.9 0.8 1,272.7
Provisions:
At 1 January 2008 and at 31 December 2008 (398.9) (0.8) (399.7)
Net carrying amount:
At 31 December 2008 873.0 - 873.0
At 31 December 2007 873.0 - 873.0
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5 Financial assets: Investments (continued)

The information provided below is given for the Company’s principal subsidiaries. A full list of subsidiaries and investments will be annexed
to the next Annual Return to Companies House. The principal country of operation in respect of the companies below is the country in
which they are incorporated.

National Express Group PLC is the beneficial owner of all the equity share capital, either 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 holdings are 100% held directly by the Company:

Incorporated in England and Wales

National Express Holdings Limited Holding company for UK Coach operating companies

National Express Group Holdings Limited Holding company for US operating companies

National Express Overseas Limited Holding company for discontinued Australian business

National Express Trains Limited Holding company for UK Train operating companies

National Express Transport Holdings Limited Holding company for UK Bus and Canadian operating companies
National Express European Holdings Limited Holding company for Spanish operating companies

Incorporated in Guernsey
National Express Guernsey Limited Insurance captive

Other investments include:

Proportion held

Name Country of registration Class of share %
Inter-Capital and Regional Rail Limited (ICRRL) England and Wales Ordinary shares 40
London & Continental Railways Limited England and Wales Ordinary shares 21
Prepayment Cards Limited England and Wales Ordinary shares 235

6 Derivatives

2008 2007

£m £m
Interest rate swaps 1.5 1.7
Financial assets due over one year 15 1.7
Interest rate swaps 15 1.5
Financial assets due under one year 15 1.5
Interest rate swaps (18.3) (5.4)
Foreign exchange forward contracts (12.8) -
Financial liabilities due over one year (31.1) (5.4)
Interest rate swaps (14.9) 3.2)
Foreign exchange forward contracts (12.4) (14.5)
Financial liabilities due under one year (27.3) (17.7)

Full details of the Group’s financial risk management objectives and policies can be found in note 30 of the Group accounts. As the holding
company for the Group, the Company faces similar risks over foreign currency and interest rate movements.

The Company has taken advantage of the exemption under FRS 29 for parent company accounts. The disclosures are included within the
Group accounts.
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7 Debtors
2008 2007
£m £m
Trade debtors 0.3 0.9
Amounts owed by subsidiary undertakings 1,622.9 1,368.4
Corporation tax recoverable - 11.8
Deferred tax asset (see note 12) 5.6 0.9
Other debtors 1.4 1.7
Prepayments and accrued income 1.1 1.3
1,631.3 1,385.0
Included within prepayments is £0.5m (2007: £0.5m) which is recoverable after more than one year.
8 Cash at bank and in hand
2008 2007
£m £m
Other short-term deposits - 8.1
Cash at bank 3.0 3.0
3.0 1.1

Cash at bank and in hand earns interest at floating rates based on daily bank deposit rates. Short-term deposits are made for varying
periods of between one day and three months depending on the immediate cash requirements of the Company, and earn interest at
the respective short-term deposit rates. The fair value of cash equals the carrying value.

9 Creditors: amounts falling due within one year

2008 2007

£m £m

Bank overdraft 74.8 37.7
Bank loans 10.0 367.5
Trade creditors 7.8 1.9
Amounts owed to subsidiary undertakings 898.3 819.6
Accruals and deferred income 8.8 9.0
Other creditors 9.6 9.3
1,009.3 1,245.0

Trade creditors are non-interest bearing and are normally settled on 30 day terms and other creditors are non-interest bearing and have
an average term of six months.

10 Creditors: amounts falling due after more than one year

2008 2007
£m £m
Bank loans 1,114.9 548.6
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11 Provisions for liabilities and charges
Eurostar Exceptional
Insurance onerous redundancy
claims(a) contract(b) provision(c) Total
£m £m £m £m
At 1 January 2008 1.7 27.9 1.5 31.1
Provided in the year 1.9 - - 1.9
Amortisation of discount - 2.0 - 2.0
Utilised in the year ©.2) 8.4) (1.5 (10.1)
At 31 December 2008 3.4 215 - 24.9

(@) The insurance claims provision arises from estimated exposures at the year end, the majority of which will be utilised in the next six years and comprise provisions
for existing claims arising in the UK and North America.

(b) A provision was recognised in 2006 for the Company’s onerous contract for Eurostar with ICRRL. £8.4m was paid to ICRRL during the year. The provision will be
utilised during the period up to the end of our contract in 2010, with the final payment being made in February 2011.

(c) This provision stems from the reorganisation of the Group’s operations in the UK, announced in 2007 which settled during 2008.

12 Deferred tax
The major components of the provision for deferred taxation are as follows:

2008 2007

£m £m

Accelerated capital allowances (0.2) -

Other timing differences 5.8 0.9

Net deferred tax asset at 31 December 2008 5.6 0.9
The reconciliation of deferred tax balances is as follows:

£m

Deferred tax asset at 1 January 2008 0.9

Credited to profit and loss 2.6

Credited to equity in relation to cash flow hedges 2.1

Deferred tax asset at 31 December 2008 5.6

Timing differences associated with Group investments
No deferred tax (2007: £nil) is recognised on the unremitted earmnings of subsidiaries and associates, as no dividends have been accrued
as receivable, and no binding agreement to distribute the past earmnings in future has been entered into by the subsidiaries.
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13 Interest-bearing loans and borrowings

The effective interest rates at the balance sheet date were as follows:

2008 2007
£m Maturity  Effective interest rate £m Maturity  Effective interest rate

Current
Bank overdraft 74.8 On demand BASE + 1.0% 37.7 On demand BASE + 1.0%
Short term sterling bank loans 10.0 2009 LIBOR + 0.5% - - -
Euro bank loans unhedged - - - 216.8 April 2008 EURIBOR + 0.5%
Euro bank loans subject to
interest hedge - = = 150.7 April 2008 4.6%
Bank loans 10.0 367.5
Total current 84.8 405.2
Non-current
Sterling bank loans 600.0 June 2011 LIBOR + 0.5% - - -
US dollar bank loans subject to
interest rate hedge - = = 50.0 June 2011 7.3%
US dollar bank loans unhedged - - - 25.0 June 2011 LIBOR + 0.4%
Euro bank loans subject to
interest rate hedge 514.9 September 2010 4.9% 473.6 June 2011 4.6%
Bank loans 1,114.9 548.6
Total non-current 1,114.9 548.6

During the year €604.0m and $150.0m of debt were exchanged for £600.0m of sterling debt to reduce the Group’s exposure to changing
foreign exchange rates. Additionally, the euro facility was further extended to September 2009, with a one year extension to September

2010 at the Group’s option.

Details of the Company’s interest rate management strategy and interest rate swaps are included in note 30 and note 31 of the

Group accounts.

14 Called-up share capital

2008 2007
£m £m
At 31 December:
Authorised:
200,000,000 (2007: 200,000,000) ordinary shares of 5p each 10.0 10.0
Issued called-up and fully paid:
154,687,284 (2007: 154,627,671) ordinary shares of 5p each 7.7 7.7
Number
Movement in ordinary shares during the year £m of shares
At 1 January 2007 7.7 153,835,012
Exercise of share options - 792,659
At 1 January 2008 7.7 154,627,671
Exercise of share options - 59,613

At 31 December 2008

7.7 154,687,284

The total number of share options exercised in the year by employees of the Group was 475,813 (2007: 1,008,457) of which 59,613
(2007: 792,659) exercises were satisfied by newly issued shares and 416,200 (2007: 215,798) exercises were satisfied by transferring

shares from the National Express Employee Benefit Trust.
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15 Shareholders’ funds and statement of changes in shareholders’ equity
Capital
Share Share redemption Own Hedging Profit and
capital premium reserve shares reserve loss account Total
£m £m £m £m £m £m £m
At 1 January 2008 7.7 195.3 0.2 (16.3) (3.0) 241.5 425.4
Shares issued - 0.4 - - - - 0.4
Shares purchased - - - (1.7) - - (1.7)
Shares utilised - - - 2.8 - (2.8) -
Share-based payments - - - - - 1.6 1.6
Tax on share-based payments
credited to reserves - - - - - 0.1 0.1
Hedge movements - - - - (8.9 - (8.9)
Dividends - - - - - (59.6) (59.6)
LLoss for the year - - - - - (59.0) (59.0)
At 31 December 2008 7.7 195.7 0.2 (15.2) (11.9) 121.8 298.3

Own shares comprise treasury shares and shares held in the Employee Benefit Trust.

Treasury shares include 1,825,000 (2007: 1,825,000) ordinary shares in the Company. No additional shares have been added as treasury
shares within equity for future issue under the Group’s share schemes or cancellation. No shares were cancelled during the year (2007: nil).
The market value of these shares at 31 December 2008 was £9.0m (2007: £22.7m).

Own shares include 185,103 (2007: 447,770) ordinary shares in the Company that have been purchased by the Trustees of the National
Express Employee Benefit Trust (the “Trust”). During the year, the Trust purchased 153,533 (2007: nil) shares and 416,200 (2007: 215,798)
shares were used to satisfy options granted under a number of the Company’s share schemes. The market value of these shares at

31 December 2008 was £0.9m (2007: £5.6m). The dividends payable on these shares have been waived.

Capital
Share Share redemption Own Hedging Profit and
capital premium reserve shares reserve loss account Total
£m £m £m £m £m £m £m

At 1 January 2007 7.7 189.8 0.2 (16.7) 4.1) 339.3 516.2
Shares issued - 55 - - - - 5.5
Shares utilised - - - 0.4 - 0.4) -
Share-based payments - - - - - 1.5 1.5
Tax on share-based payments
credited to reserves - - - - - 0.9 0.9
Hedge movements - - - - 1.1 - 11
Dividends - - - - - (54.0) (54.0)
Loss for the year - - - - - (45.8) (45.8)
At 31 December 2007 7.7 195.3 0.2 (16.3) (3.0 241.5 425.4

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 Pension Scheme (a defined contribution scheme). The Company is unable to identify its share of the underlying assets and
liabilities of the multi-employer scheme on a consistent and reasonable basis, and therefore has accounted for the scheme as if it were a
defined contribution scheme under the requirements of FRS 17, “Retirement Benefits”. Contributions to this scheme are determined by
independent professionally qualified actuaries. The details of the latest actuarial valuation are detailed in note 35 to the Group accounts.

The pension charge for the year amounted to £2.5m (2007: £0.8m).
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17 Share-based payment
During the year ended 31 December 2008, the Company had the following share-based payment arrangements, which are described in
note 7(b) to the Group 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 during the year was as follows:

2008 2007
Weighted Weighted
Number average average
of share exercise price Number of exercise price
options (p) share options (o)
Options without a nil exercise price:
At 1 January 52,131 759 493,123 689
Granted during the year 6,697 922 - -
Lapsed during the year - - (4,867) 630
Group transfers during the year (2,500) 863 15,715 710
Exercised during the year (35,803) 793 (451,840) 682
Outstanding at 31 December’ 20,525 742 52,131 759
Exercisable at 31 December 13,828 655 52,131 759
Options with a nil exercise price:
At 1 January 815,840 nil 930,791 nil
Granted during the year 277,866 nil 247,102 nil
Lapsed during the year (284,469) nil (242,411) nil
Group transfers during the year (10,733) nil (82,016) nil
Exercised during the year (224,084) nil (37,626) nil
Outstanding at 31 December 574,420 nil 815,840 nil
Exercisable at 31 December 70,815 -
Total outstanding at 31 December 594,945 867,971
Total exercisable at 31 December 84,643 52,131

Y Included within this balance are options over 3,000 (2007: nil) shares for which no expense has been recognised in accordance with the transitional provisions

of FRS 20, as the options were granted before 7 November 2002 and have not been subsequently modified.

The options outstanding at 31 December 2008 had exercise prices that were between 398p and 922p (2007: between 398p and 862.5p)
excluding options with a nil exercise price. The range of exercise prices for options was as follows:

Exercise price (p) 2008 2007
350-650 3,191 3,191
650-950 17,334 48,940
950-1250 - -

20,525 52,131

The options have a weighted average contractual life of two years (2007: two years). Options were exercised throughout the year and the
weighted average share price at exercise was 863p (2007: 1144p).
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17 Share-based payment (continued)
The weighted average fair value of the remaining share options granted during the year was calculated using a stochastic model, with the
following assumptions and inputs:

Share options without nil exercise price Share options with nil exercise price

2008 2007 2008 2007

Risk free interest rate 4.2%-4.9% - - -
Expected volatility 26.8%—-27.2% - 25.1%-32.0% 19.0%
Peer group volatility - - 30.8% 25.7%-25.9%
Expected option life in years 3-6 years - 3 years 3 years
Expected dividend yield 3.4%-4.0% - 3.8%-7.2% 2.7%-2.8%
Weighted average share price 884p-1135p - 547p-972p 1236p-1295p
Weighted average exercise price 922p-1163p - Op Op
Weighted average fair value of options granted 140p-211p - 166p-868p 684p-1194p

There are no 2007 assumptions and inputs because there were no share options without nil exercise price granted during 2007
to Company employees.

Experience to date has shown that approximately 15% (2007: 15%) of options are exercised early, principally due to redundancies.
This has been incorporated into the calculation of the expected option life for the share options without nil exercise price.

Expected volatility in the table above was determined from historic volatility over the last nine years, adjusted for one-off events that were
not considered to be reflective of the volatility of the share price going forward. The expected dividend yield represents the dividends
declared in the 12 months preceding the date of the grant divided by the average share price in 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.

18 Commitments and contingencies

Operating lease commitments

The Company has entered into operating leases on certain properties. Annual commitments under non-cancellable operating leases
are as follows:

Land and buildings

2008 2007
£m £m

Operating leases which expire:
Within two to five years 1.1 0.6
Over five years - 0.5

Contingent liabilities
(a) Guarantees
The Company has guaranteed credit facilities totalling £129.5m (2007: £76.4m) of certain subsidiaries.

(b) Bonds and letters of credit

In the ordinary course of business, the Company is required to issue counter-indemnities in support of its subsidiaries’ operations. As at
31 December 2008, there were UK Train performance bonds of £57.2m (2007: £78.3m) and UK Train season ticket bonds of £86.0m
(2007: £79.4m). The Company has other performance bonds which include the £16.1m (2007: £15.5m) performance bond in respect
of Inter-Capital and Regional Rail Limited and performance bonds in respect of businesses in the United States of America of £76.6m
(2007: £63.4m). Letters of credit have been issued to support insurance retentions of £86.2m (2007: £74.8m).

(c) Claims

The Directors’ Report discloses that Ray O’'Toole is a defendant in proceedings being brought before the Supreme Court of New South
Wales. These proceedings relate to a period of time when Ray O’Toole was director of Bosnjak Holdings Pty Ltd, which was a subsidiary
of the Group. The Company is also a defendant to these proceedings. The Directors believe no liabilities will arise from these proceedings
and therefore no provision has been made at 31 December 2008 or 31 December 2007.

19 Related party transactions
The Company has taken advantage of the exemption in paragraph 3b of FRS 8, ‘Related party disclosures’ from disclosing transactions
with related parties.
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IFRS IFRS IFRS IFRS IFRS
2008 2007 2006 2005 2004
Year ended 31 December £m £m £m £m £m
Revenue 2,767.0 2,612.3 2,525.5 2,216.0 2,354.5
Normalised* operating profit 253.9 210.4 184.8 155.5 143.3
Group operating profit 167.8 161.7 141.6 109.5 99.9
Profit before tax 109.9 149.3 104.1 89.3 77.9
Statistics
Basic earnings/(loss) per share 77.9p 69.2p 50.7p (2.0p) 45.7p
Normalised* diluted earnings per share 93.6p 83.9p 76.5p 76.3p 69.3p
Dividends per share 22.72p 37.96p 34.75p 32.25p 30.0p
Net assets 585.4 437.0 345.5 312.3 266.8
Net (debt)/funds
Cash at bank and in hand 105.9 157.2 143.6 145.5 147.2
Other debt receivable 0.9 - - 1.0 1.0
LLoan notes (0.8) 0.8) 0.8) 0.8) (7.5)
Bank and other loans (1,150.8) (947.4) (478.1) (594.5) (215.5)
Bank overdrafts - - - (5.5) -
Finance lease obligations (133.9) (119.8) (103.1) (109.1) (61.8)
Other debt payable (1.1) - - - -
(1,179.8) (910.9) (438.4) (563.4) (136.6)

*

Normalised results are defined as the statutory results before the following as appropriate: profit or loss on sale of businesses, exceptional profit or loss on sale of
non-current assets and charges for goodwill impairment, intangible amortisation, property, plant and equipment impairments, exceptional items and tax relief on
qualifying exceptional items.
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Shareholder electronic communications
By registering for electronic communications you can help us to conserve environmental resources by reducing print, paper and postage
costs. Log on to www.shareview.co.uk if you would like to:

e register your e-mail so that future shareholder information, including the annual report and accounts, are sent to you electronically;
e check the balance of your shareholding;

e set up a dividend mandate online;

e change your registered postal address or your dividend mandate details; or

e submit your vote online prior to a general meeting.

To sign up for the first time you should click on “Register” and follow the simple instructions — you will need your shareholder reference
number from your share certificate or dividend voucher or any other correspondence sent to you by Equiniti Limited (formerly Lloyds
TSB Registrars).

Dividends paid direct to your bank account
Having dividends paid direct to your bank account has the following advantages:

e avoids the risk of cheques being lost and incurring a replacement fee;
e saves you time in presenting the cheque for payment; and
e the dividend is credited to your account on the payment date.

The tax voucher is sent to your registered address at the same time as the dividend is credited to your account. To set up a new dividend
mandate please log on to www.shareview.co.uk or contact the Registrar, Equiniti Limited, Aspect House, Spencer Road, Lancing,
West Sussex BN99 6DA. Shareholder helpline number: 0871 384 2152~

* Calls to this number are charged at 8p per minute from a BT landline. Other telephone providers’ costs may vary.

Share dealing service
A telephone and internet share dealing service, which provides a simple way to buy and sell shares, is available through our Registrars,
Equiniti. For further information log on to www.shareview.co.uk/dealing or telephone 0845 603 7037

*Calls to this number are charged by BT at the local rate.

Company website
The company website at www.nationalexpressgroup.com has information about the Group, press releases, share price data and copies
of the half year and annual report and accounts.

ShareGift

ShareGift is an independent charity share donation scheme administered by the Orr Mackintosh Foundation (registered charity number
1052686). Those shareholders who hold only a small number of shares, the value of which makes it uneconomic to sell them, can donate
the shares to ShareGift who will sell them and donate the proceeds to a wide range of charities. Further information about ShareGift can be
obtained from its website at www.sharegift.org and a ShareGift 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 facility 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.

Analysis of ordinary shareholdings at 26 February 2009

Per cent of Number Per cent of
Number of total number of shares ordinary
accounts of accounts '000 capital

By size of holding
1-500 7,884 55 1,368 1
501 -1,000 2,344 16 1,752 1
1,001 - 5,000 2,938 20 6,661 4
5,001 - 50,000 1,093 8 12,127 8
50,001 - 1,000,000 186 1 46,848 30
Over 1,000,000 28 - 85,931 56
14,473 100 154,687 100

By investor type

Individuals 12,860 89 15,941 10
Institutional Investors 1,498 10 120,109 78
Other Corporate Investors 115 1 18,637 12
14,473 100 154,687 100
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Dividends and financial calendar

Final dividend ex dividend date
Final dividend record date
Annual General Meeting

Final dividend payment date

Half year results announced
Interim dividend ex dividend date
Interim dividend record date
Interim dividend payment date

17 June 2009

19 June 2009

6 May 2009

3 July 2009

30 July 2009
September 2009
September 2009
September 2009

Corporate information

Secretary and registered office
A J McDonald

National Express Group PLC

7 Triton Square

Registrar
Equiniti Limited
Aspect House
Spencer Road

London NW1 3HG Lancing
Tel: +44 (0)8450 130130 West Sussex
Fax: +44 (0)20 7506 4320 BN99 6DA

e-mail: info@nationalexpress.com
www.nationalexpressgroup.com

Shareholder helpline: 0871 384 2152*

* Calls to this number are charged at 8p per minute
from a BT landline. Other telephone providers’ costs

Registered number may vary.
2
200 Principal bankers

i HSBC Bank plc

ety Canada Square

Ernst & Young LLP

1 More London PI London
ore London Place E14 5HQ

London

SE1 2AF

Royal Bank of Scotland
135 Bishopsgate
London

EC2M 3UR

Corporate solicitors

Ashurst

Broadwalk House

5 Appold Street
London
EC2A 2HA

Financial advisors

Merrill Lynch International Limited
Merrill Lynch Financial Centre

2 King Edward Street

LLondon
EC1A 1HQ

Stockbrokers

Merrill Lynch International Limited
Merrill Lynch Financial Centre

2 King Edward Street

London
EC1A 1HQ

Morgan Stanley
25 Cabot Square
Canary Wharf
London

E14 4QA
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Glossary

AGM

Combined Code
CPI

CR

The Company
DfT

DNA

EBT

EBIT

EBITDA

EPS

EU

The Group

IAS

IFRIC

IFRS

KPI

LTIP

Net capital expenditure

Net debt

Net interest expense
NXEA
NXEC

Normalised diluted earnings

per share

Normalised profit

(For the purposes of
Directors’ Remuneration)
Normalised results

Operating cash flow

OFR
RPS
SPAD
TfL
TOC
TSR

UK GAAP

Annual General Meeting

The Combined Code on Corporate Governance published by the Financial Reporting Council

Consumer Price Index

Corporate Responsibility

National Express Group PLC

Department for Transport

The name for our leadership development strategy

Employee Benefit Trust

Earnings Before Interest and Tax

Earnings Before Interest and Tax and also before depreciation and amortisation. It is calculated by taking
normalised profit from operations and adding depreciation, fixed asset grant amortisation, normalised profit
on disposal of non-current assets and share-based payments.

Earnings Per Share — The profit for the year attributable to shareholders, divided by the weighted average
number of shares in issue, excluding those held by the Employee Benefit Trust and shares held in treasury
which are treated as cancelled.

European Union

The Company and its subsidiaries

International Accounting Standards

International Financial Reporting Interpretations Committee

International Financial Reporting Standards

Key Performance Indicator

Long Term Incentive Plan

is the increase in net debt arising on the purchase of property, plant and equipment and intangible assets
less proceeds from disposals of property, plant and equipment. It excludes capital expenditure arising from
UK Rail franchise entry and exits and discontinued operations, which are included in these headings.

is defined as cash and cash equivalents (cash overnight deposits, other short term deposits), and other
debt receivables offset by borrowings (loan notes, bank loans and finance lease obligations) and other debt
payable.

is finance costs less finance income.

National Express East Anglia

National Express East Coast

Earnings per share, excluding the profit or loss on sale of businesses, exceptional profit or loss on the
disposal of non current assets and charges for goodwill impairment, intangible asset amortisation,
exceptional items and tax relief on qualifying exceptional terms

Profit before tax, goodwill impairment, intangible asset amortisation and exceptional items

are defined as the statutory result before the following, as appropriate: profit or loss on the sale of
businesses, exceptional profit or loss on the disposal of non-current assets and charges for goodwiill
impairment, intangible asset amortisation, exceptional items and tax relief on qualifying exceptional items.
is intended to be the cash flow equivalent to normalised operating profit. Operating cash flow is defined as
the statutory cash flow including the following, as appropriate: cash generated from operations and
proceeds from disposals of property, plant and equipment, and less the following, as appropriate: finance
lease additions, purchase of property, plant and equipment, purchase of intangible assets, payments to
associates, payments in relation to exceptional items, UK Rail franchise entry and exit cash flows and
discontinued operations’ cash flows.

Operating and Financial Review

Railway Pension Scheme

Signal Passed at Danger

Transport for London

Train Operating Company

Total Shareholder Return — the growth in value of a shareholding over a specified period assuming that
dividends are reinvested to purchase additional shares

UK Generally Accepted Accounting Principles

Recycled

Supporting responsible use

of forest resources

www.fsc.org Cert no. SGS-COC-2842
© 1996 Forest Stewardship Council
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