
3 October 1989 

BADGERLINE HOLDINGS LIMITED/MIDLAND RED WEST HOLDINGS LIMITED 

I 
Nicholas Ridley, Secretary of State for Trade and Industry, has 

accepted undertakings from Badgerline Holdings Limited in relation to 
'its operation of contract bus services in the Bristol and Avon area. 

The undertakings have been offered as a result of discussions 
between Badgerline and the Director General of Fair Trading following 
publication in March of the Monopolies and Mergers Commission (MMC) 
report on the acquisition by Badgerline of Midland Road West Holdings 
~imited.b~~idland Red West, trading as Cityline, provided bus services 
In-the centre and suhurbs of Bristol. Badgerline provides bus services 
in the area surrounding Bristol and linking it to the centre of the 
city. 

The MMC concluded that the merger may be expected to operate 
against the public interest with regard to contract bus services (ie 
services subsidised by local authorities, principally Avon County 
Counci&J,. .TWO areas of particular concern were: 

,*/ ; 
- the practice whereby Badgerline, having de-registered certain 

commercial services, re-registered them after failing to win 
the contracts for the subsidised services which replaced 
them: and 

- the loss of Cityline as a major competitor for the Avon 
County Council's contract services. 

~ - 

The Secretary of State announced on 8 March that he accepted the 
MMC's conclusions, and requested the Director General to seek 
appropriate undertakings from Badgerline. 

The text of the undertakings is attached. 

Departrrrent of 'Trad, and Industry I Victoria Street London SWlH OET Fax 01-222 4382 



Badgerline -2 

VOTES FOR EDITORS 

1. The Secretary of State for Trade and Industry referred the 
acquisition by Badgerline Holdings Limited of Midland Red West 
Holdings Limited to the Monopolies and Merg~rs Commission on 17 
October 1988. The MMC's report was published on 8 March 1989. The 
report is available from HMSO (Cm 595, price 65.90). 

2. Appendix 1 to the undertakings refers to Appendices 2. These 
appendices are not being published since they contain confidential 
commercial information on Badgerline's operations. 

Press Enquiries: 01-215 4475/2 
(Out of Hours: 01-215 4657/8) 
Public Enquiries: 01-215 5000 

ENDS 



Undertakings 

Following the report of the Monopolies and Mergers Commission 

published in March 1989 on the merger between Badgerline 

Holdings Limited ('the Companyi) and Midland Red West Holdings 

Limited, the Company hereby gives to the Secretary of State the 

following undertakings and will procure that its subsidiaries 

comply with the undertakings as if they had been given by them. 

(1) In 4rcumstances where: 

(a) Badgerline Limited ("Badgerlinen) or City Line Limited 

( "City Line" deregisters a bus service; 

(b) Avon County Council in consequence invites tenders for 

a subsidised service to replace the service so 

deregistered in whole or in part; and 

(c) the contract for the subsidised services in question 

is awarded by Avon County Council in accordance with 

the Regulations and any advice issued from time to 

time by the Department of Transport to an operator 

other than Badgerline or City Line; 

then neither the Company nor any of its subsidiaries will 

register for commercial operation a bus service which 

substantially duplicates such subsidised service, whether by a 
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new registration or variation of an existing registration, 

without first giving notice to the Direct~r General of Fair 

Trading and Avon County Council of its intention to do so and 

obtaining the consent of the Director General of Fair Trading. 

Such notice to be given at least 4 months prior to the date on 

which Badgerline or City Line(as the case may .be) intends to 

commence operation of the commercial service. 

( 2 )  (a) When Avon county Council invites tenders to operate 

bus seryices on a subsidised basis, Badgerline will 

submit tenders for every service in Avon, and City 

Line will submit tenders for all services starting or 

finishing in Bristol. 

(b) The price quoted by Badgerline and City Line (as the 

case may be) in each such tender will be so calculated 

as not to exceed the sum of (i) the direct costs 

reasonably expected to be incurred in the operation of 

the service in question, and (ii) a contribution 

towards overheads and profit equal to no more than 20 

per cent of the amount determined pursuant to (i) 

above, less the revenue reasonably expected to be 

earned in operating the service. 



(c) On an individual company basis a record will be kept 

of the revenue estimated for eaeh successful tender 

for a contract service; and in respect of each such 

tender if actual revenue exceeds estimated revenue in 

any year then 50% of the excess will be refunded to 

Avon County Council. For these purposes revenue will 

be defined as on-bus revenue plus 10%. 

. - 
(dl If requested to -do so by Avon County Council the 

Company. will provide to an independent auditor ("the 

Auditorm) to be appointed by agreement between Avon 

County Council and the Company (or failing such 

agreement to be nominated by the President of the 

Institute of Chartered Accountants) such information 

as the Auditor may require sufficient to enable him to 

verify and certify to Avon County Council that on the 

basis of a 20% sample of all tenders (or such other 

figure as may be agreed by the Director General of 

Fair Trading) the revenue and cost estimates 

incorporated in the tender price are reasonable having 

regard to such relevant information as is available, 

and the price so tendered and the refunds made have 

been determined in accordance with the terms of this 



undertaking and if they have not, to specify what 

adjustment needs to be made in m d e r  to give effect to 

the undertaking retrospectively (subject to the 

agreement of the auditor not to disclose to Avon 

County Council or anyone else, other than the Director 

General of Fair Trading, confidential information so 

provided by the Company); 

(el The Company wil'l. pay to the Avon County Council such 

adjustment as the Auditor may specify 

(£1 The Company will pay the fees of such Auditor as may 

'be appointed or nominated pursuant to paragraph d l  

hereof. 

3. The Company will provide promptly to the Director General 

of Fair Trading such information as he may require to ascertain 

whether these undertakings are being complied with. 



A P P E N D I X  1 

BASIS OF IMPLEMENTATION OF THE UNDERTAKINGS 

1.  F o r  t h e  p u r p o s e  o f  t h e  first u n d e r t a k i n g ,  ' s u b s t a n t i a l l y  

- d u p l i c a t e 1  s h a l l  i n c l u d e  w i t h o u t  d e r o g a t i o n  f r o m  t h e  g e n e r a l i t y  

o f  t h e  p h r a s e :  

The - p r o v i s i o n  by B a d g e r l i n e  o r  C i t y  L i n e  o f  a new s e r v i c e  

w h i c h  would  e n a b l e  p a s s e n g e r s  t o  t r a v e l ,  w i t h o u t  c h a n g i n g  

b u s e s  f rom t h e  s t a r t i n g  p o i n t  o f  t h e  t e n d e r e d  s e r v i c e  t o  

t h e  p o i n t  a t  wh ich  t h e  t e n d e r e d  s e r v i c e  j o i n s  a r o u t e  o n  

w h i c h  e i t h e r  B a d g e r l i n e  o r  C i t y  L i n e  ( o r  b o t h )  a re  

p r o v i d i n g  a s e r v i c e ,  o r  f r o m  a n y  r e c o g n i s e d  s t o p p i n g  p l a c e  

o n  a n y  p a r t  o f  t h e  r o u t e  o f  t h e  t e n d e r e d  s e r v i c e  t o  s u c h  

p o i n t .  F o r - t h e  p u r p o s e  o f  t h i s  c l a u s e ,  a c c o u n t  s h a l l  b e  

t a k e n  o f  t h e  r e g i s t r a t i o n  o r  v a r i a t i o n  o f  a n y  s e r v i c e  o n  

w h i c h  a p a s s e n g e r  i s  a b l e  t o  b o a r d  w i t h i n  200  metres o f  a 

r e c o g n i s e d  b u s  s t o p  o n  a s e c t i o n  o f  t e n d e r e d  r o u t e  o n  wh ich  

n e i t h e r  B a d g e r l i n e  o r  C i t y  L i n e  i s  p r o v i d i n g  a s e r v i c e .  

2. F o r  t h e  p u r p o s e  o f  t h e  s e c o n d  u n d e r t a k i n g ,  a c o s t i n g  

p r o c e d u r e  has t o  be d e v i s e d  w h i c h  w i l l  a l l o c a t e  c o s t s  t o  

t h e  t e n d e r s  f a i r l y  a n d  w i t h o u t  d i s c r i m i n a t i o n .  T h e  r e v e n u e  

estimates must  i n c l u d e  a p r o v i s i o n  f o r  o f f - b u s  r e v e n u e .  



r 
The c o s t i n g  p r o c e d u r e  p r o p o s e d  b y . t h e  Company, a n d  a c c e p t e d  

by t h e  County  C o u n c i l  is a t t a c h e d  a s  A p p e n d i c e s  2 a n d  3 ,  

w h e r e  Appendix  2 r e fe r s  t o  t h e  C i t y  L i n e  o p e r a t i o n  a n d  

Append ix  3  i d e n t i f i e s  v a r i a t i o n s  w h i c h  w i l l  a p p l y  t o  

B a d g e r l i n e .  

3 .  I n  o r d e r  t o  e n a b l e  t h e  Coun ty  C o u n c i l  a n d  t h e  Company t o  

t ake  f i n a l  t e n d e r  f i g u r e s  i n t o  a c c o u n t  f o r  f i n a n c i a l  

p l a n n i n g  p u r p o s e s ,  t h e  t e n d e r s  w i l l  b e  r e f e r r e d  t o  t h e  

A u d i t o r  by t h e  County  C o u n c i l  a s  s o o n  as  p r a c t i c a b l y  

p o s s i b l e  a n d  t h e  A u d i t o r  w i l l  b e  i n s t r u c t e d  t o  commence h i s  

c h e c k  i m m e d i a t e l y  o n  r e c e i p t  o f  t h e  t e n d e r s .  The A u d i t o r  

w i l l  r e p o r t  t h e  r e s u l t s  o f  h i s  a u d i t  d i r e c t l y  t o  t h e  Coun ty  

C o u n c i l .  The Coun ty  C o u n c i l  w i l l  t h e n  i n f o r m  t h e  Company 

o f  t h e  p o s t - a u d i t  t e n d e r  p r i c e s  w h i c h ,  s u b j e c t  t o  t h e  

r e v e n u e  a d j u s t m e n t  p r o c e s s ,  w i l l  b e  i n c o r p o r a t e d  i n  t h e  

c o n t r a c t s .  A copy  o f  t h e  A u d i t o r ' s  r e p o r t  w i l l  b e  s u p p l i e d  

t o  t h e  Company where  t h e  p r i c e  h a s  b e e n  amended.  

4. The "on b u s w  r e v e n u e  o n  a l l  t e n d e r s  w i l l  b e  c h e c k e d  

a n n u a l l y  a g a i n s t  t h e  f i g u r e  u s e d  i n  t h e  t e n d e r  q u o t a t i o n ,  

u n l e s s  t h e  c o n t r a c t  i s  f o r  l e s s  t h a n  o n e  y e a r  i n  w h i c h  c a s e  

i t  w i l l  b e  o n  c o m p l e t i o n  o f  t h e  c o n t r a c t ,  a n d  10% w i l l  b e  

a d d e d  t o  b o t h  as  t h e  agreed a l l o w a n c e  f o r  " o f f  b u s w  r e v e n u e  

t o  d e t e r m i n e  e x c e s s e s  a n d  d e f i c i t s .  Each  y e a r  t h e  e x c e s s e s  

a r i s i n g  i n  t h e  y e a r  t o  t h e  p r e v i o u s  31 March w i l l  b e  



c a l c u l a t e d  a n d  50% o f  t h e  t o t a l  w i l l  b e  r e p a i d  t o  Avon 

C o u n t y  C o u n c i l  a s  s o o n  a s  p r a c t i c a l  b u t  n o t  l a t e r  t h a n  3 1  

May of  t h e  same y e a r .  

5. ' tEmergency  t e n d e r s t t  a r e  n o t  t o  f o r m  p a r t  of  t h e s e  

a r r a n g e m e n t s .  

6 .  The  i n d e p e n d e n t  A u d i t o r  w i l l  b e  s e l e c t e d  from a l i s t  of  

t h r e e  t o  b e  a g r e e d  by t h e  Company a n d  t h e  C o u n t y  C o u n c i l .  

I n t e r v i e w s  w i l l  be c o n d u c t e d  by r e p r e s e n t a t i v e s  from 

t h e  Company a n d  t h e  C o u n t y  C o u n c i l .  I n  t h e  e v e n t  o f  t h e  

t w o  p a r t i e s  f a i l i n g  t o  agree,  a n  a u d i t o r  w i l l  b e  n o m i n a t e d  

by  t h e  P r e s i d e n t  o f  t h e  I n s t i t u t e  o f  C h a r t e r e d  A c c o u n t a n t s  

o f  E n g l a n d  a n d  Wales, i n  a c c o r d a n c e  w i t h  t h e  p r o v i s i o n  o f  

t h e  s e c o n d  u n d e r t a k i n g .  

7. The  A u d i t o r  w i l l  b e  a p p o i n t e d  b y  t h e  Company who w i l l  b e  

r e s p o n s i b l e  f o r  h i s  fees  w h i c h  w i l l  n o t  b e  f i x e d  i n  a d v a n c e  

b u t  w i l l  o n  a l l  o c c a s i o n s  a c t  i n  a c c o r d a n c e  w i t h .  

i n s t r u c t i o n s  i s s u e d  by ,  a n d  r e p o r t  t o ,  t h e  C o u n t y  C o u n c i l .  

C o p i e s  of  a l l  i n s t r u c t i o n s  i s s u e d  t o  t h e  A u d i t o r  a r e  t o  be 

g i v e n  t o  t h e  Company. 



8. The Company w i l l  a l l o w  t h e  A u d i t o r  t o  h a v e  a c c e s s  t o  a l l  

r e c o r d s  r e l a t i n g  t o  c o m m e r c i a l  s e r v i c e s  a n d  t e n d e r e d  
2.' 

s e r v i c e s  p r o v i d e d  t o  t h e  Coun ty  C o u n c i l ,  t o  e n a b l e  him t o  

f o r m  a v i e w  o n  t h e  me thods  o f  cos t  a l l o c a t i o n  a n d  t h e i r  

a p p l i c a t i o n  t o  t e n d e r e d  s e r v i c e s ,  a n d  w i l l  p r o v i d e  t h e  

A u d i t o r  w i t h  a n y  a d d i t i o n a l  i n f o r m a t i o n  wh ich  h e  may 

r e a s o n a b l y  r e q u e s t  e i t h e r  o r a l l y  o r  i n  w r i t i n g .  

9. I n  t h e  u n d e r t a k i n g s  t h e - w o r d  " s u b s i d i a r y n  s h a l l  h a v e  t h e  
I . -. 

same mean ing  as  i n  s e c t i o n  736 of t h e  Companies  Act 1985.  


