Stock Exchange Announcement
Update on 2016 financial performance
25 May 2016
Serco Group plc (Serco), the international service company, today provides an update on financial
performance which has been stronger than we anticipated in the first four months of the year. This is in large
part due to the successful outcome of a number of commercial negotiations. The nature of most of the items
driving the stronger performance is that they will sharply increase profits in the first half, but will not repeat in
subsequent periods.
As a result of this we now expect Underlying Trading Profit for 2016 to be ahead of current market
expectations. We had previously anticipated Revenue of approximately £2.8bn and Underlying Trading
Profit of approximately £50m. Our latest reforecast indicates Revenue of approximately £2.9bn and
Underlying Trading Profit of not less than £65m, though the outcome remains dependent on many factors
over the balance of the year. The increase in guidance for 2016 does not change our view of the likely
outcome for 2017.
The stronger outlook for 2016 is driven by:







Several contracts that were anticipated to end early in the year have run-on longer; these include the
Virginia transport (VDOT) and US Army transition assistance (SFLTAP) contracts.
On contracts which we have already exited in the year-to-date, most notably Northern Rail, the final
settlement arrangements are likely to be more favourable than we had originally budgeted.
Within continuing operations, there are several contracts where either current trading is better than
we expected, or the conclusion of certain negotiations has enabled us to update our assumptions.
These include AWE, where we have reflected the outcome of its contract year to 31 March 2016 and
updated forecasts for the expected timing of the change in Joint Venture shareholding
arrangements. Amongst other contracts, a programme supporting defence logistics in the Middle
East has seen significant upside from higher-than-expected volumes.
Within our internal shared service operations, some items of expenditure budgeted for the first half
have been deferred. We are also running ahead of our plans to mitigate losses and stranded costs
related to the residual UK onshore private sector BPO operations.
Assuming current rates persist for the rest of the year, foreign exchange also benefits our most
recent estimates of the likely outturn in 2016.

Serco expects to provide a pre-close statement on 30 June, ahead of announcing the results for the first half
of the 2016 financial year on 4 August.
Rupert Soames, Serco Group Chief Executive, said: “It is encouraging that we are able to announce an
upgrade to our guidance for the year, albeit that much of this improvement comes from items that will not
recur. We must remain cognisant that, with underlying margins currently around 2%, our profits are a sliver
of reward between two very large numbers – revenue and costs – tiny percentage movements in which can
lead to large percentage movements in profits. There remains much to do in order to complete our
transformation this year and next, but we are continuing to make good progress on the roadmap we have set
out through to 2020.”
Ends

For further information please contact Serco:
Stuart Ford, Head of Investor Relations: T +44 (0) 1256 386 227
Marcus De Ville, Head of Media Relations: T +44 (0) 1256 386 226
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About Serco
Serco is a leading provider of public services. Our customers are governments or others operating in the
public sector. We gain scale, expertise and diversification by operating internationally across five sectors
and four geographies: Defence, Justice & Immigration, Transport, Health and Citizen Services, delivered in
UK & Europe, North America, Asia Pacific and the Middle East.
More information can be found at www.serco.com

Forward looking statements
This announcement contains statements which are, or may be deemed to be, “forward looking statements”
which are prospective in nature. All statements other than statements of historical fact are forward looking
statements. Generally, words such as "expect", “anticipate”, "may", "should", "will" and similar expressions
identify forward looking statements. By their nature, these forward looking statements are subject to a
number of known and unknown risks, uncertainties and contingencies, and actual results and events could
differ materially from those currently being anticipated as reflected in such statements. Factors which may
cause future outcomes to differ from those foreseen or implied in forward looking statements include, but are
not limited to: general economic conditions and business conditions in Serco's markets; contracts awarded
to Serco; customers' acceptance of Serco's products and services; operational problems; the actions of
competitors, trading partners, creditors, rating agencies and others; the success or otherwise of partnering;
changes in laws and governmental regulations; regulatory or legal actions, including the types of
enforcement action pursued and the nature of remedies sought or imposed; the receipt of relevant third party
and/or regulatory approvals; exchange rate fluctuations; the development and use of new technology;
changes in public expectations and other changes to business conditions; wars and acts of terrorism; and
cyber-attacks. Many of these factors are beyond Serco’s control or influence. These forward looking
statements speak only as of the date of this announcement. Past performance should not be taken as an
indication or guarantee of future results and no representation or warranty, express or implied, is made
regarding future performance. Except as required by any applicable law or regulation, Serco expressly
disclaims any obligation or undertaking to release publicly any updates or revisions to any forward looking
statements contained in this announcement to reflect any change in Serco's expectations or any change in
events, conditions or circumstances on which any such statement is based after the date of this
announcement, or to keep current any other information contained in this announcement. Accordingly,
undue reliance should not be placed on the forward looking statements.
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