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 Uphillsttuggle:

“First's flag: rofits:

threaten investmentin
the fleet. Pictured are
two racent additions
to the fleet:at the
Millbrook test track

Profit lunge

NEWS, VIEWS AND ANALYSIS
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1 nge threat |
Firstbus investment |

FirstGroup’s 2016/17 financial results show that the operating profit margin
for the UK bus business has dropped to just 3%, after restructuring costs

—

FirsiGroup's U bus division
has reported a fuecher karge fall
i profics, mising concerns aver
its abilivy to fund luture Aeet
yestment and guestions over
whether a new progeamme of
Frusiness closures and disposals
coudd be doreed an the company:

The group’s tull vear results for
2016417 showed that operating
profivat the LR second lingest
byus Tusiness declined to ¥ g0moae
a margin of just 4.3%:, down from
Egzm the previous vearn Afer
restructuring costs, including
elosure of the Rotherham depor,
operating profic lell o £26,0m ar
aomargin of .o, INnvesoment in
new buses had matched transport
groups’ usual levels, profivs would
etfectively have been wiped out,

—

First's chiel executive
Tim O Toale blirmed craffc
conpestion, economic uncertainy
ashift from High Street to
online shopping, and local
authority funding cuts for falling
LI s vevenane, which declined
Eronm £87o0gm b $8617m,
He added thar costs remained

| higher than ar ocher transport
i groups” bus divisions with cost
| rises ousioppeg savings from

etheiency plans,

CoRumids for Aeet replacement across

- and depoe exits, performance
| has become worse,” Drewer said
Lan g note to REC clienrs. “Tous,

The performance saw
loysstaneding Ciey cranspon
analvst Damian Brewer, of
Reowval Bank of Canada, question
whethier Firses UK s division
will b able to penevace sufficient

the Buosiness as awhole, He noted

that alongsice falling profics,

Frest's investment in new hoses

i 2ced7 was signiNeantly below

standard industry requirements.
“Dlespive yet more restructuring

this ruises the likelibhood of more
Irsiness exits or alternatively a
vash How negarive business as
capital expenditoce needs rise.”
CONTINUED ON PAGE 03




FirstGroup’s size and
range has been an
asset, says chief exec

[ FINANCIALS |

b FirscCiroup chief exceutive

Tim " Taole has indicated chat e
would resise any new shareholdier
pressure to break up the company

Lindler prestioning from City
analysts during presencation of
the company's full vear resulrs
last weel, O Tonle denied that
selfing off Targe pares of the 15
Brosiness, particularly the school
[nps business, could creare berrer
walue for invesrors,

Instead, he said che currenr
Anglo-American struceure of fhe
group was providing significant
benehes for customers and when
competing o intermational
CONETACTS 0 08w CORnries.

Faamples of technology which

! hail been translerred from che

L5 torhe Ul included custamer
service apps developed ae the
Crrevhound coacheng husiness

| which had been immediacchy

cransferred to Firse’s T s and

rail companics wichout the necd

EC IR SEPATALE CONCepts,
FirstGroup’s stee aned rnge ol

| businesses had been an asset in

competing m new markets such

| as Panama. O Toale said i had
| convineed elienes thar “this s«

company that really can deliver
transport services by any mode
uncler any contrace”,

g i:-fl'jghl P, W SO L
to belicve thar the curcent {Fiese]
strudture nkes sensc and we
derive value from it,” he acdded,

The fullvear resules saw 2

stromg profie vise ac FieseCroup's

American companics compensite
for continuing falls in profitability
in the LI The group'’s full

| wear resules [or 2016/ showed

operting profi rose 12.7% o
£33om on the hack of scrong
performance at the e U8 school
bus business. Profins in the schoal

| bus division rose 34% to S22am

despite no inerease in revenue, The
vise wats due to mereascd proli

THREATTO FIRST
BUS INVESTMENT

Continued from Page 1

The implication is thar Firse
ey plan to underinvest” in
its dowe-profic and loss. malking
compatnies while funnelling the
lismitcel lnvestmend availalle ino
businesses with most potential
ler raise prafics, in the hope that
this will penerare sufficient funds
fow eatch-up Heet replacernent
elsewhers in futore viars,
Alvernacively, Frest could seck to
dispose of more low profie and
Ings-moaking subsidiarics o creare
astnaller, moce viable bus husiness,

v Leeder, chict execurive
ofconsultancy TTLand a
fsrmer managing divectar af
First's LUK bus division, sasd the

sitwarion mcant O Thale should
comsider selling a significant pare,
orall, ol the T bus business
fealleswang the Failare of successive

| turnaround plans, “That's the
lovgical comclusion,” he said, “There |

aren’t many options. They necda
new plan that will work oc oo think

| about selling it to someone who

does have sucha plan.”

Hevwever, he poinved out chac
{lt_'vclnping;l successiul new
approach would require new
types of partnerships with local
authorties that would noe be
simiple or cheap, “Wok we have
done i the industey shows it needs

“There aren't many

b osgniheant addivonal invescmen:

te the early vears ancd serions work
ter clesfine how costs and returns
should be allocaced with local

| authoritics aned ccler FCAtors in

the partnership,” he commented,

Other induscey sourees doubted
whether First wouldl find buvers
Fer sy meaningful operadons doe
tor che scale af the task required

| toturn businesses sround aned

significant pension deficits at some
companics, Cwverall, Firscs U
pensicn deficie s 2rqom, Depor

| elosuees and route withidrwals
| were considered more likely

A FirstGroup spokesman told

options. They need

a new plan that will work or to think
about selling it to someone who does”
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